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‘Commigsion pooled all mineral interests, whatever they may be,

Ross, hereinafter referred to as "Ross,! who was named by said
order as operator of the well and unit.

‘costs and charges from production:

BEFORE THE OTL CONSERVATION COMMISSION :
OF THE STATE OF NEW MEXICO i

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

CASE NO. 5622
Order No. R-5186
APPLICATION OF TEXACO INC. FOR

DETERMINATION OF CHARGES AND .
COSTS, EDDY COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on February 4, 1976,
at Santa Fe, New Mexico, before Examiner, Richard I.. Stamets.

NOW, on this - 30th day of March, 1976, the Commission, a
quorum- being present, having considered the testimony, the reacord,
and the recommendations of the Examiner, and being fully advised
in the premises, ,

FINDS:

(1) That due public notice ﬁéVxng been given as required -
by law, the Commission has jurisdiction of this cause and the
subject matter thereof.

(2) That by Order No. R~4980, dated March 11, 1975, the
in the Pennsylvanian formation underlying the E/2 of Section 2,
Township 18 South, Range 26 East, NMPM, Eddy County, New Mexico,

to form a standard 320-acre gas spacing and proration unit to
be dedicated to a well to be drilled on said unit by William G.

(3) That -gaid order also provided that if any non-consenting
workinyg interest owner should not have paid to operator (Ross) = |
his share of estimated well costs within certain specified time
limits, then Ross would be authorized to withhéld the following |

(A) The pro rata share of reasonable well costs’
attributable to such non-conseriting worklng
interest owner.

(B) As a charge for the risk involved in the
drilling of the well, 200 percent of the
pro rata share of reasonable well costs
attributable to such non-consenting
working interest owner.
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. paragraphs (A) and (B).

iEXPENSE[S]" totalling $16,100.00, only one item, "Legal Expense-
Operating Agreements-Division Order Title Examination etc.

Order No. R-5186 _ '

(4) That subsequent to the issuance of said order, Ross
did drill the A. Q. Rogers Well No. 1, located in Unit P of
said Section 3, and completed the same capable of- producing
'from the Morrow formation on August 13, 1975.

(5) That Texaco Inc., hereinafter referred to as "Texaco,"
did not=-pay its share of estimated well costs within the
specified time limits, and thereby elected to have withheld from
production the costs and charges described in Finding No. (3),

{6) That pursuant to the provisions of said Order No.
R-4980, Ross on November 13, 1975, did furnish to Texaco as a
non-consenting working. interest owner in the pooled unit and the
well thereon, an itemized schedule of the actual well costs.

(7) That Order No. R-4980 provides that the actual well
costs shall be reasonable well costs unless objection to such
actual ‘costs is received by the Commission. Further, that if
objection to such actual costs is received, the Commission will
determine reasonable well costs.

(8) That, on December 31, 1975, Texaco filed with the
Commission an objection to the actual well c¢sts submitted by
Ross to Texaco.,

(9) That" the statement of actual costs paid to date
November 13, 1975, totalled $372,650.92, in addition to which
Ross listed “"ADDITIONAL ESTIMATED EXPFNSE[S]“ totalling $16,100.00.

(10) That included in” the actual costs to date are three
items totalling $26,883.5%, said items being:

Rental ‘of Surface Equipment $ 7,354.59
Gas Production Unit 14,181.00
Storage Tanks 5,348.00

(11) That Texaco does not question the reasonableness of
the aforesaid costs, but does question the applicability of the
200 percent risk factor to these items, which are down-stream
from the wellhead.

(12) That a fourth item included in the actual costs to date
is entitled "Legal Expense tc Date,” and i3 in the amount of
$1,834.24.

(13) That Texaco does not object to the applicability of
the 200 percent risk factor to the aforesaid legal expense if
it was incurred in the forced pooling action.

(14) - That of the three 1tems under “ADDITIONAL ESTIMATED -

$7,300.00," is questioned by Texaco as being a reasonable expense,
|

i
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"~ and the remaining two items are presumed to be reasonable pending

actual billing and receipt of invoices.

(15) That the first two paragraphs of Sectidn 65~3-~ 14,,
subsection (c) NMSA 1953 Comp. provide that "(c) When two (2)
or nore separately owned tracts of land are embraced within a
spacing or proration unit, or where there are owners of royalty
interests or undivided interests in oil and gag minerals which
are separately owned or any combination thereof, embraced within
such spacding or proration-unit, the owner or owners thereof may
validly pool their interests and develop their lands as a unit.
Where, however, such owner or owners have not agreed to pool
their interests, and where one such 3eparate owner, Or owners,
who has the right to drill has drilled or proposes to drill a
well on said unit to a common source of supply, the Commission,
to avoid the drilling of unnecessary wells or to protect correla-
tive rights, or to prevent waste, shall pool all or any part of
such lands or interest or both in the spacing or préoration unit
as a unit.

All orders effecting such pooling shall be made after notice
and hearing, and shall be upon such terms and ccnditions as are
just and reasonable and will afford to the owner or owners of

each tract or interest in the unit the opportunity to recover or

receive without unnecessary expense his just and fair share of
the oil or gas, or both. Each order shall describe the lands
included in the unit designated thereby, identify the pool or

pools to which it applies and designate an operator for the unit.

All operations for the pooled oil or gas, or both, which are
conducted on any portion of the unit shall be deemed for all
purposes to have been conducted upon each tract within the unit
by the owner or owners of such tract. For the purpose of
determining the portions of productiOn owned by the persons
owning interests in the pooled oil or gas, or both, such produc-

tion shall be allocated to the respective tracts within the unit

in the proportion that the number of surface acres included -

within each tract bears to the number of surface acres included
in the entire unit. The portion of the production allocated to
the owner or owners of each tract or interest included in a well

spacing or proration unit formed by, a pooling order shall, when

produced, be considered as if produced from the separately owned
tract or interest by a well drilled thereon. . e e

(16) That the second paragraph of aforesald subsection A{c)

further provides that "Such pooling order of 'the Commission shall;

make definite provision as to any owner, or ‘owners, who elects
not to pay his proportlonate share in advanve foér the pro rata
reimbursement solely out of production to the parties advancing
the costs of development and operation which shall be limited

to the actual expenditures required for such purpose . .
and may include a charge for the risk involved in the drllling
of such well which charge for risk shall not exceed two hundred
percent (200%) of the non-consenting owner or owners' pro rata
share of the cost of drilling and completing the well." [Emphasis
added.]

i

e e
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(c), in providing that the order of the Commission may include

‘to the "cost of drilling and completing”

i the well will produce in sufficient quantities to pay out the

-4
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Order No. R-5186 ' ;
>

(17) That the aforesaid second paragraph of subsection }

a 200 percent charge for the risk involved in the drilling of

such well, and also providing for withholding actual expenditures

required for suvh purpose, 1s obviously relating such well and

such purpose back to the original precépt of this paragraph,-

I e., that the order shall make provision for the carried interest

owner to compensate, out of production, the parties who advanced

the costs of development of the pooled unit; in other words,

that the "costs of develcpment" of the g_oled unit are synonymous
the unit well, and are

to be compensated for out of production.

(18) - That the “cost of drilling and ¢ompleting” the unit
well being synonymous to the "cost of development” of the pooled
unit, it then follows that inasmuch as the cost of drilling and
completing the unit well is subject to the authorized risk factor,
the cost of development of the unit is also subject to the
authorized risk factor. .

(19) That the pooled unit cannot be considered "developed"
until it is on production or in producing condition.

(20) That a gas well may be considered as capable of
producing gas when it has been completed and has installed
thereon a well head, but it is illogical to consider that the
unit upon which it is located is in producing condition, and
the unit is developed until all of the appurtenant equxpment,
flowlines, separators, tanks, etc., have been. installed and are
in producing condition.

(21) That such items as flowlines, separators, tanks, etc.,
are items necessary to the development of the unit.

(22) That although such items are normally purchased and
installed only after production has been obtained, there is still
risk involved in drilling and completing the well, i.e., ‘
development of the pooléd unit, inasmuch as at the time such
equipment is purchased and installed, there is no assurance that

cost of development.

(23) That such items as flowlines, separators, tanks, etc.,
being items necessary to the development of the pooled unit, and
also subject to possible non-payout as discussed in Pinding No.
(22) above, should also be subject to the risk factor authorized
by Section 65-3- 14(c) NMSA 1953 Comp.

~ (24) ‘That the items described in Finding No. (10) above,
being items necessary to the development of the pooled unit,
should be subject to'the 200 percent risk factor imposed by
Order No. R-4980.
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(25) That the item described in Finding No. (12) above, .-

’; being legal expense incurred in the formation of the pooled unit,
{1 was also an expense necessary to the development of the pooled

unit.

- {26) That_Said item described in Finding No. (12) above
should also be subject to the 200 percent risk factor imposed
by Order No. R-4980. ,

(27) That the item described in "Finding No. (14) above
as being "Legal Expense-Operating Agreements-Division Order
Title Examination etec. - $7 300.00" is vague, and there exists

"insufficient information in the record of this case to determine
what portion thereof is reasonable or unreasonable, what

Texaco's proportionate share would be, and what portion, if any,
should be subject to the 200 percent risk factor.

(28) That the remaining two items mentioned in Finding No.
(14) above, being (1) additional estimated expense for additional

i well head equipment, $2,300.00, and (2) additional estimated

expense for well head hookup, dirt work, and trucking charges,
$6,500.00, ‘are 1tems necessary to the development of the pooled
unit.

(29) That the actual expenditures finally incurred and

iyiﬁveiced for the items described in Finding No. (28) above should

be subject to the 200 percent risk factor imposed by Order No.
R-4980.

(30) That issuance of an order embodyiﬁg—the above'findings

"ig in the interest of conservation, will prevent waste, and will -

protect correlative rights, and should be effected.

IT IS THEREFORE ORDERED:

(1) THat the’Charges of $7,354.59 for "Rental of Surface
Equipwent," $14,181.00 for a "Gas Production Unit," $5,348.00
for "Storage Tanks," and $1,834.24 for "Legal Expense to Date"

tall related to the drilling and completion of the William G.

Ross A, Q. Rogers Well No. 1 located in "ni+ P of Section 3,
Township 18 South, Range 26 East,‘Eddy tounty, New Mexico, are .
hereby approved as reasonable chavges.

(2) That said chnarges, as well as actual reasonable costs

of legal services reiated to the pooling order, operating agree- .

ments, and division order title examination for said william G.
Ross A. Q. Rogers Well No. 1 shall be subject to the charge for
risk described in Order (7) of Commission Order No. R-4980.

(3) That jurisdiction of this cause is retained for the
entry of such further orders as the Comm1531on may. deem

5necessary.

(. — Y r——— .
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Order No. R-5186

DONE at Santa Fe, New Mexico, on the day and year herein-

above designated.

SEAL

jx/

STATE OF NEW MEXICO
0IL CONSERVATION COMMISSION

PHIL R. LUCERO, Chairman

ast b
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1 MR. STAMETS: .We will call next Case 5622.
2 MR. CARR: Case 5622, application of Texaco for

3 determihatioﬁZOf charges and costs, Eddy County: New -Mexico.
4 MR. BATEMAN: ‘Mr. Examinex, 1'm Ken pateman of White
‘5 " koch, Kelly and McCarthy appearing for Texaco. I have one

5 witness to be sSwoXn.

7 E MR. STAMETS: Are there other appearances in this

8 case?

ol ' MR. HINKLE: Clarence Hinkle, Hinkle, Bondurant,

40| Cox and’Eaton appearing on pehalf of Bill ROSS .

11 MR. STAMETS: I would like at this time to have all

12 | of the witnesses in this case stand and be sworn.

sl (THEREUPON, the witnesses wexe duly sworn.f’
14
15 GEORGE PATTERSON

16 ca}led as a witness, having been first duly sworn, wWas

17 examined and testified as follows:

18

DIRECT'EXAMINATION

19

BY MR. BATEMAN:

0. Statevyour full name, residence and occupation for
“the record, please?
A My name 1is George Pattexson, 1 live in Midland,

Texas and I work for Texaco, Iinc. as a contract man in the Lan

pepartment.
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1 Q. Mr. Patterson, have you previously testified before
Fﬂ 2 |i the Commission?
B 3i A , No, I have not.
- * al 0 Would you briefly_'éive a resume of your educational
| ﬁ o 5 | background? |
. k ;5 A. I attended undergraduate school at Texas A &M
E 4 I and graduated from Baylor Law School in 1970; alt- which time
, g 8 ‘T started work“with’ Texaco in March of 19?'0 and have worked "
23 ’ g 9 contiﬁuousljy in Midland ever since. | |
lé .QEE, 2 10 Q.- P;nd what have beén your duties with Texacb?
. % , :
“ij iéé‘“ 1 A I am a contract ‘m’an and have been since March of
! ‘ Z3
: '*g §§§ 12 ] 1970 in the Land Department. This involves preparation of }
jv:. ; gﬁ% 13 || agreements, operating agreements and contracts for dlfferenf;
i ‘E %éé 14 companiesﬁ involving drilling agd producipg operations.
k ':0;; 1% 0 Mr. Patterson, are you familiar with the forced
L& v é 16 || pooling statute in New Mexico? | X
. g; | ,7 A Yes, I am
‘ ,é MR. BATEMAN: Mr. Examiner, are the witness's
b i 19 qualifications acceptable? ‘ ‘
i% "20 . MR. STAMETS: Mr. Batemar, on the surface they
. 21 || would appear to be. 1f the ‘questioning ’shon_ild_ljet into an 1
f-.;‘*‘ ) 22 area where h<is qualifications might be called into guestion ,
C b 23 | we would permit some questi oninérr of-them at that _point.
2] : -
: - sl - . _ MR, BATEMAN: Thank you, Mr. Examiner.
i 25 0 (Mr. Batenién continuing.) Mr. Patterson, are you ,
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|p~ cE 1 familiar with the case in questiOn?
L ? o1 - a  ves, I am
* ? 3| 0. po you have with you a copy of the actual well
S 4|l costs?
5 I A . The actual or the estimated?
6 0. The actual.
7 ' A Yes, 1 do. Ve received this from Mr. Ross on
g | November 20th, 1975.
= ol . & We are dealing here with an interest of Texaco that
3 ‘ 7 ;
o~ ‘ , ’
Q o T ) - e o
.E 8 10|l was prev1ously force pooled under an order of the Commission,
TN : . . ‘ .
Q9 . ‘ .
m-»ﬁ%« 11|l is that right?
BoEa
€ il A X
B 3% 12 . es, We are.
= g&g“ 13 0. Wwould you state briéfly‘what’TexaCO;seeks by this
- '5?.’:.,% oo ) :
R 14 ~application
2
o 15 A pexaco's interest 1in this is rather small. - I believ

si
825 Calle Mejia,

16 weﬁhave a very small interest in the well. We were previdusly
17 force pooled and then we vere furnished with well costs on
18 || November 20th. Certain items of these costs we are question-

19 ing, not pecause of the expenditures themselves but whether oY

5o || not there should be an imposition of a two hundred percent

2,‘ risk penalty. These items are essentially items of equiphent

22 peyond the wellhead of the well and we are also questioning

i 2| certain legal expenses which appear on £he actual well costs

4 _ﬁﬁi&h'Wéfe'furnlshed to us on November 20th as an additional

.- ‘ 25 estimated expense of seventyFthree h&ﬁdred dollars and then
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Page 6

legal. expense to date of eighteen hundred and thirty-four
dollars and twenty-four cents. The nature of these legal

expenses we have not been ablé to satisfy ouxselves as to and

we are also questioning whether the two hundreéd percent risk

penalty should be appiicable to iegal expenses after the well
is completed -as a producer.

Q. Mr. Patterscn,kwould you specifically state what

_items on the actual well cost aﬁd the amounts ,that you are

"questioning?

MR. STAMETS: Do you have a copy of}themwell'éésts
that tle Exéﬁiner could look at? | |
MR. HINKLE: A;e you introducing this aﬁ.éb exhibit?
Mk.>BATEMAN: I assumed that youfwoﬁld{
MR. HfﬁKLE: Well; we have 'a copy but I don't know -
whether it is the same copy as gours.
(THEREUﬁOﬁ[ a discussion was ﬁeld,
off the record.) i
0. (Mr. Batéman continﬁing.) Would you state for’the
record, Mr. Patﬁérédnicthé’éosts thét'you are questioning and
the amounts?
‘A Thé first cost that we are questionihg aépears on
page‘one of the November 13th, 1975 statement of the drilling

equipment in the amount of seven thousand, three hundred and

- fifty-four dollars and fifty-nine cents. The next\item
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1 | that we are questioning is, gas production unit, on the
2 || same pége, The amount of this item is fourteen thousand,
3| one hundred and eighty-one dollars. The next item we are

a guestioning is storage tanks. The amount of this item is

TR T T

5 || five thousand, three hundred and forty-eight dollars and

6 || then the legal‘expénse item previously mentioned of one - '

Y H
%Ek 7|l thousand, eight hundred and thirty-four dollars and twenty-foun
;E » 8| cents.
? u.‘gﬁm' = 9 The additional estimated expens: on page two, we
: 3}% .g jg 10 are questioning the 1égél expense, operating agreements,
ig iggﬁ 1" 'diQisior{’order title examination,‘ et cetera, of sevén thousand f
ég» ‘ggég 12 threg hundred dollars and I believe that /is’ the sum total of
e geag ) , R :
. -::égg, “13 | the 1§ems that we are questioning.
f%i !ééiﬁ' 1l As 1 stated before, with the exgébtion of theiq
'_ h :;)Qg {5 legal expehses., we are n§t questioning the amount expended on i
e § 16.}| the iteﬁs or Mr. Ross' right to recover one hundred»percent l
g g ' 17“ of this amount, we are queStioning‘whether’br'not the impoéi—
?ZF 18" tién of the two hundred percent risk pgnaltf is appropriate
s 19 fo} the items which are beyond the weliﬁzad connection and
ié; 20 || are ‘itéms installed or associated with the operation of the
;!  21 wéll, rathéf;thanrthe drilling and the completing of the
o X B ~ .
& ( ; L 22 || well.
;‘ A i g | 23 | 0 All right, as I understand youf‘téstimony,_yOu don'tl
. | 24 || question that these expenses are geasonable but you do question
r 25 || whethex or not the penalty should be assessed against them?
;

2 4
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A The equipment itens,

I have "1ooked at several ord
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no, the legal expense items

hether or not they are reasonable.

have you made a search

see. Now, Mr. Patterson,

er or not there is any definition of the

" in the ordex ppeviously jssued by the

ers’whichvconceined

und that the Comm1331on

in each instance I have fo

osts and dlscusses

ve partlcular attention in

that I have examlned as to & break down of ltems

ategorized in one category OFY

All rlght, Mr. Patterson, is there any custom in

ar to this 51tuatlon? o *

I belleve there is‘an analogous situation

There is.

an of Petroleum Landmen, Form six, ~i\

1 think he willdhave

HINKLE:

MR. We would object.

her or not they entered into an operating

Thatiis what he is about to testify to that this
g agreement prov1des for certain items a

and three hundred

t and Certain items two

hat is not material here unless he shows that

entered into an operating agreement.
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MR. BATEMAN: Mr. Examiner, I think the testimony
is offered as an analogous situation. We are nof testifying

that we have entered into this particular operating agree-

ment.

MR. HINKLE: How can it beimaferial then?

MR. BATEMAN: Because we feél it is a custom of
the industry thch I think bears‘consideration by the
Commission with respect go whether or not costs beyond the
wellhead should be considered for a penalty éituation.

MR. STAMETS: Mr. Hinkle, do you intend to present

some testimony ‘on the operating agreement on this well?

MR. HINKLE: We will present testimony to show that

there has not been an operating agreement andvthat the order
speaks for itself and the statute speaks for itself and
Whatever that meéns, that's it. It can't be anything else
becauée fhere has been no opefating{agreemegt entered into.
MR. STAMETS: It would appear that £he question
heie is: When is a well completed? And‘the Examiner will
allow this testimony to be braught_into the reéordkto‘aid
in the determinatiqn of when a well is cémpleteds
MR. BATEMAN: Tharik you,-Mr.~2xaﬁiner.‘
0 {(Mr. Bateman continuing.) /Mr. Paﬁterson, do you

have a?copy of the pertinent language from the operating

agreement that you are about to testify to? ‘Mr. Patterson,

would you identify the form and the section we are dealing wit}:

4
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18

‘point it sets up a mechahism_of notice and gives an opportunitJ

go to what is referred to as non-consent.

"recover their expenses of the'bperation in the specified

19

share of the cost of-any newly acquired surface equipment

Page 10 '

A. The form opera;ing agreement that we are dealing ,
with is the Ameridan Association of -Petroleum Landmen, Form
six, ten, model form operating agreement, 1956. This is an

operating agreement that from my experience is in almost !

universal use in Weét Texas and the Southeastern New Mexico
area and which I believe is fairly well accepted as a standard
of the industfy and fairly reflects the custom of the industry.l

) S f
In Section twelve on page five, it continues over into page si¥

~

but section twelve which is found on page five of this form
discusses an analogous situation in that it deals with a
situation where the parties to an operating agreement cannot

agree on the drilling of a well on the unit area. At that

——

for each party to eitherfparticipate in the opératibn or

Now, if a pérty goes non-consent under this form, h

the parties that do participate in the cost of the operation

amounts. Now, this form sets out in section twelve-a and
twelve-b that when this occurs, the parties that partiéipate

recover one hundred percent of the non-consenting parties'

beyond‘the wéllhead connectidns, parenthesis, including I

but not limited to stock tanks, separators, treaters, pumping

equipment and piping, close parenthesis, comma, plus one
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‘one hundred percent‘of these items, and it says, and item b

-and compietinq after dedlcting any cash contributions received

under section twenty—five and two hundred percent of that

>§arenthesis, comma, which would have been chargeable to a

Page 11 - ' “
hundred percentvof each non~éon$enting party's share of the
cost of cperation of the Wéll, commencing»with first productio
and continuins until non-consenting parties' relinguished e
interest shows it revefts to it, which is on “the recovery of

the cost.

( | W

It goes.on and says, in addition “to recovery of

is two hundred percent of that portion of thé cost and expense .

of drilling, reworking, deepening or plugging back, testing

portion of the cost of newly acquired equipment in the well,

parenthesis, tO‘énd'includihg the wéllhead.connection, close

non-consenting party had he'pérticipated thérein. H
I believe, and thislis my ;wn opinion, that this is

an analbgoué‘situétion to the statute, in that tﬁe recovery

is‘oﬁe huhdred‘percent of the cost of operation and the cost

of the equipment beyond the wellhead connections and the

;;ecqvery‘of two hundred percent. »it does not specifically

state in here that this is the recovery of one hundred percent
ofAthe cost, blus the‘risk penalty but in hy’owh mihd, I canno
justify recovery of two hghdred percent. This is often
changed in the“industry to three hpndred percent, except as

repreSenting‘a‘risk penalty for the items to and including )
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Il the wellhead equipmé‘ht; which-qre the risk items involved
- ") - .

i _ 2] in the well. The items beyond the wellhead equipment
e P .3 | certainly don't have the same measure of risk associated with “

411 them as the items in the hole, cost of drilling, completing,

5} this type of things.

o -l
’ R 4 & o Mr. Patterson, what we have marked as Exhibit Number
b 71l One is a Xerox copy of section twelve of the AAPL form six,
5 : ]
¥ ig 8 1 ten, is that correct? ;a .

Popa g o4 A.. Yes.
r g © o
i = ;?3 10 0. Mr. Patterson, you touched on the measure of risk
=t 3§ O
o PR - o : .
Lg ‘ ;é;m 1l being with the recovery of the cost of the. equipment, would
[ £ v _R ’ ! : .
: ot B oD
Sk E5§58 12| you elaborate on that?
L b gdg | ,
i $4° 13 A, Well -~-- ’
T 28GR i : ,
s = gzﬁ 14 0 I assume, for clarification, that equipment has
Eﬁfs . -
P o g 15 || some salvage value?
: : @ 5
& 16 A, Correct. Obviously the salvage value of the
b ‘ .
s 17 || equipment that is placed in the hole is somewhat speculative.
'H ~ 18| There is somewhat of an amount of risk there. This iz my
i
Yoo : : .
19 || personal opinion as to why the wellhead connection was chosen
3 1 .
- 20 || as the cut-off point. . The salvage value, in my opinion, cf
S 7 21 the items that are placed on the ground, the separators and
i
L( - 22| tanks, the surface equipment, is relatively free from risk.
... 23* You place these items on the ground and can 'expect to recover
24| them. They are salvageable equipment without much da‘nger Nl
- 25 || of risk.
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. . : E 1 0. Mr. patterson; in youxr ‘experience with Texaco have

o 2§ you had other problems with the gefinitions of items to

2 . 3| which the risk penalty»should be assessed, in,cher
%ii 4 'instances?i_ | |
, i,: | S Y ‘Be‘fo're this?
6 i 0. Before this particular incident?
; 7‘ A We have had the guestion arise on two ocanions.
égz . 8 0 It has been pointed out that in this particular
o | g || case your interest is a small one, however, I assﬁmé that

RN

e
exico 87501

. .% 10 the'pfinciple involvea here is an important one to your
{: %o%’;z;‘:i 1 companf{, is that correct? | -
s (=R : .
y -% g%é 2 A It seems to be 2 duestion which keeps arising and
it %‘%ig 43| the question of the proper construction of the statute and
’ o 382 . , - :
»#i: %%%Eg 14 the orders of £he commission. This is the third time that
5 o8
" _:02% 4 |l it has arisen as to whether these items should or Shouldf not
v ’ % &\ pe included in the imposition of the risk factor. '
%; 17 Q. what is your position with resp€ct to the legal
' o 18 expenses that we have discussed?
L o : 19 A, The exbéﬁsesé'as has‘previously been stéted, and.
~L? 20 the expenses of the forxced pooling Ef?TéxaC6#~ourmposifion‘is
: o ) R
ii : 21 that this is 2 risk item. It was an expense that Mr. Ross
v '1= ~ 22 jncurred and if the well had not been productive he certainly
A b 23 Wwouid;ﬁct«have;récoyered_}t, so we feel that a risk penalty
- _ . LT .
24 is appropriate on the cost of the forced pooling action, which
|

25 this is a reopening of.
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pelieve. and the distribution of proceeds of the well in a \

Page 14 ‘
On the question of an.operating agreement, as has
been pointéd#out here, we don't have an operating agreement

and some of these est}mated additional expenses are for

preparation of operating agréements. It is hard to tell what \
is included in these expenses. Our posiﬁion_iénthat the

Ccommission order obligates the payment of royalties, I

legal mahnef and will obviously require some title examination
and legal expénses to arrive at this end. We think that
these ledgal expenses were probably incurred after the well

was completed as a producer and we don't think this is a

_proper applicationrbf:the risk penalty but should come under

the nature of operating expenses<after the well has been
comple£éd as a producer. ﬁe have no objectién to Mr. Ross
,gecovering one hundred percent of the cost of these items
if these items can be shown as being applicable to our
intérest. Now, I believe, there were several segregéﬁed

tracts that were force pooled together and we do not know

the extent of the expenses that Mr. Ross has jncurred or

of the’applicability to our interest, whether, in fact, these’
eXpenses were incurred on the tract that Texaco contributed
or not. We kind of questibﬁ whether or notvall of this
expense is applicable to our interest and and sﬁouid be
recoverab1e>at all and even that pbrtion thap we feel is

applicable to us, we don't feel should pear a two hundred

A
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Page 15

percent penalty on it, it hasAbéeﬁ incurred after the well
has been completed and it should be a cost of operatlon.
g4 S0 it should be con51dered an operatlng expense'>
A 1 bélieve so. There is no rlsk jnvolved after you
compléte your well, except looking at your titles.
0 po you have any further teétimony?
A No, 1 éon‘t. %
'MR. BATEMAN: Mr. Examiner, 1 offer Exhibit Number
OneiwhiCh has previously been jdentified.
(THEREUPON} a discussion was held off
the recégd.)> o
MR. STAMETS: T think what we will do "fis take
a short break and you can make a cduple cdﬁies of this.
MR. BATEMAN: Right, and then I will offer it as

Exhibit Number TwoO.

'(THEREUPON, a- short recess was
taken.)
MR. STAMETS:‘ The ﬁearing will come to order, §léase
0 (Mr.'Batemén\continuing.) Mr. Patterson, would
you identify what ﬁaskbeen marked as Exhibit Number Two?

A.  This is a Xerox coOpy qf the statement rendered by.

22“ Mr. Ross and sent to Texaco. Tt is dated November 13th. We

have stamped it up on the upper right-hand corner as having
_been received by us on November 20th, 1975. Some of it is

illeqible put it has the date November 20th ‘and the Land
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1 | Department underneath it. We have indicated on here the costs

2| that I mentioried that we were questioning on the first page,

. - _ | 3§ are checked and>it is written on here, "These cqsts are
% 4 {| incurred beyohd the wellhead." This was written by an
% E 5 || employee of Texaco. It was written, I believe, by Mr. Les
é o ' ‘6 i| spencer but I would have to compare the handwriﬁing. As I
%14 7 | recall he was the one +hat looked at it. And over here on
; %Ei 8 || the sgcond’page is an error of legal e#pense to date and
'g ;é,ﬂ g 9 théh the éstimated additional expense which we wgfe question-
: L S ‘
f’ {F’ -g fé 10 ing of seventy-three hundred dollars.
Do Q 4= -
L 20%;:% 1 MR. “IZSATEMAN: My. Examiner, I offer Exhibits
éf; ’éiggé' 12 | Numbers One and. Two.
2 'EE;% 13 | ' MR. STAMETS: Any objection to these exhibits? 4 u
' " ‘*E 'é E?‘:E 1wl MR. HINKLE: No objection.
| I :gcg 15 { MR. STAMETS: They will be admitted.
% be é 16 (THEREUPON} Texaco's Exhibits One and Two
&E; 17 wefe admitted into evidence.)“
: Pr»a~a-,«,m," 18“ | MR. STAMETS: Are there'any questions of this
be 19 || witness?
g " 20 ' | MR.'HINKLE} I have a few. - . | +
» 21 MR. STAMETS: Mr. Hinkle. |
L 23 “ L © CROSS EXAMINATION
L 24| BY MR. HINKLE:
b | és 0 Mr. Patterson, I be1ieve you statedsthat’Téxaco
’ _ ;
be :
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| 1 I'has a small interest, what‘ is this interest, what does it
pres - : |
‘ 2 || amount to?
© - 3 A. I believe it is a two point one, eight, five percent|
o 41 Yes, two point one, eight, five percent and this is in 't"'he'
¢
;’ 5 || communitized area.
2 p _ 6 0. " Is that brought about b:j the fact that Texaco has
& Fé 7 a strip, a roadway, of se\.}en acres down through the middle of
}’ 8 {| the unit?
s 3 9 Py I believe that is correct that we have a lease on
: b gk .
| _" E g 10-ff 1t.
Q@ 8=
3 :o i Eg 11 0. Now, I understand by your testimony that you are
;:g ‘§§§§ 12 | not objecting to any of these well costs as shown on the
h: * N ﬁgg% 13 statement that you receivéd on November the 20th, except for
i ‘i E Eié 14 H the possibility of 1ega1.expenées, that is to the amount?
; .;05 15 | A, _“Right, as to the amounts, ' to the imposition of a
_ ! | § 16 || penalty.
] it 17 0. And that you are objecting to the two hun”d‘rerdu
. is pei‘cent penaity being appliea to the rental of surface equip—
beo 19 " ment, seven thousand, three hundred and fifty-four, fifty-ﬁine
z; | 26 and to the‘gas production unit, fourteen thousand, one hundred
. 21 and eighty one and stérage ‘tanks, five thousand, three hundred
} : b 22 | and forty—eight?
i’ S | '2;'3 A That is corréct.
i 24 0 I beli'e{leb also that you stated that as far as
o 25 )| legal expenses are concerned, you would be amena“ble to the
¢ -
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il two hundred percent penalty applying to that portion of the

2 || 1egal expense which applied to +he forced pooling application,

- ' 3 preparing the oraér and so forth?

A o an A, That is correct and we assume that maybe you can

5§ clarify this that the eighteenﬂhundred and thirty-four dollars\

'-f.ré _ g 6 | and twenty-four cents is that figure.

Sy |
. 7 03 1 don't know. Ve will clarify that when we get on \
o 8| the stand.
é o 3 9 A Okay, fine. : : ‘ "'
o 'E g 10 0. Now, did I understand by your testimony that Texaco
b gﬁﬁ‘ - ' ' v B v
N noééﬁ, 1 )| nhas not entexed into an operating agreement with Bill Ross
&L E3sg 2| im this case?
v “ ‘=§§% 13 A That is correct. We were force pooled and we have
‘ O- 8 . . v . - -
S EEZ.“ 14 || not entered into an operating agreement.
2t g | :
e g 0'25‘ ‘. ‘ .
S :% ,% 1570 0. And you never offered in any way to pay your way
[ [é) ; .
() . : . st .
g 16 || in connectlon with this well?
. 17 A We would not consent under a forced pooling order. ‘
RV 18 MR. HINKLE: That's all I have.
- ,
19
. , .
;‘_“- 20 CROSS EXAMINATION

oy 21 || BY MR. STAMETS:

:f«:.-: ' . ' .
22 0. Mr. Patterson. in your opinion, when is a well

23 || completed?

LT

E'?:' 24 A. 1 think it is completed when you have,installed

P

25 | the equipment in the well to the point that it could produce.
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physically to produce and the other element is to save that

‘necessary to save your productlon and reduce your product to

TwWitho the operatlon of the well than the drilling and completloN

go On line, whether or not it would be’ ‘good enough to justify

. would consider it as part of the cost of testing the well,

Page 19

Now, I'm not saying it could produce into tanks but you could
turn, in the case of a gas well, I'm ‘a layman, SO to speak,
put you could turn the valve and it would shoot gas out.

1 think there are two elements, one is to complete the well

production which is a part of operations. Obviously vou don't
want to produce your well into the air and if you are going to

operate your well, then you have to put on the-equipment

peneficial use. I think it is obviously hard to draw the
line. <f we didn't have a problem we wouldn t be here today. i

I think the items beyond the wellhead are 1tems more assoc1atec

and making a producer out Of{lt.
0. Mr. Patterson,tif this seventy—three hundfed dollar
1tem, rental of surface equloment were, for example, testing

eguipment on the well to tell whether or not the wexr could

a pipe line in the area, would you consider that a part of
the completion of the well?

A Right, on that pasis if it was involved in the
testing of the well and was rental -- we don't Know the nature

of this rental,_lf that's what lS lnvolved in this, fine, I

compleﬁing the well. Now, if it is for rental of tanks
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Page 2 0.

sitting out there right now, that's another matter, but if it
is for temﬁbraryﬁr

MR. STAMETS: Any other questions of the witness?
He may be excused.

(THEREUPOﬁ, the witness was excused.)

MR.bﬁiﬁkLE: We have one witness and several exhibit

here.

WILLIAM G. ROSS

céiled as a witness, having been first duly sworn, was

examined and testified as follows:

DIRECT EXAMINATION

BY MR. HINKLE:

o

0. Would you state your name*aﬁa'residence?

A My name is William G. Ross and I feside in Midland,
Texas. .

0. Are you the same William G. Ross that was the

épplicant in Case Number 5436 in which forced pooling Order
Number R-4980 was issued on March llth, 19752

B Yes, sir.

Q@  Are you familiar with the Ordér which we just
referred to?

A. : I am, sir.

0 Did yvou furnish to Texaco the statement which was
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required to be furnished’before‘drilling operations were
commenced and immediately after drilling operations were
completed?

ar I did, sir, as far as Qithin the Sixty days as

set out by ‘the Commission's order. As far as the costs that

have been paid to date and the estimated costs up to that
time.

0. Refer to Exhibit One and explain what that shows?

A, This is a drilling cost estimate that I prepared
prior to the time the well was started and which was furnished
ﬁo the Texas company.

Q. And other working interest owners?

A And other working interest owners, which was based
on the estimate of a well that I had ‘an interest in»with»
Mr. Fasken £o the south that was drilled down thefe.

1 What's the total amount there?

A It's a total amount of three hundred and ninety-
eiéht thousand, fivé»hundréd and forty-four dollars.

0. Now,.when was the weld completed?

A The well was completed on August the 13th, 1975.

0. Was it completed as a well capable of producing gas
~in pZying quantities?
A It was éombiéted in the B zone of the Morrow forma-

“tion-at-thitrteen millinn, nine hundred and ten thousand

- natural.

|
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0. Do you have any pipeline connection at the present
time? | o
A, I do not have one at the present time for the
‘)| reason that -- you are probably génerally aware that sééuring

stack packs and tanks and so forth for gas connections are
pretty hard to get ahold of. Now, it took me better tﬁan_ﬂ
two months after I ordered it to even get it from BS & B
then I héa to wait to seéufe a_contractor to set fhese tanks.

I had to, under the terms with the land ovner, remove &1

-the cuttings from the pits used in drilling the well, as well

as the three overflow pits, as well as level the ground and
get it back in its natural shape and one of the irrigation
ditches ran through the south third of the pad. I was forced

to go clear around thexe and lay a new irrigaﬁibn ditch and

- connect with the one on the far side which went onto the

road approximately six hundred feét ang, ochoufse, on the
noy;h side.

o Now, to get back, now, you kind.of ésk me what
time it is and I start telling you how to make a watch and
that is kind of a failing of mine but I wasn't stalling
particularly on getting fhis connection, except that also
this gas thing got in%it and I'm Jjust now in a position to
get this thing connected up aind the gas éompadgés wouldn't
éven make a contract so we don't know what in the hell we

could do.
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| 1 0 This is due to the price situation and the pending

T

2 ]1itigation?

3 » A That's rlght, yes, sir.

e

4 0. " Now, refer to Exhibit Number TwO. 1f the Examiner

L g

5 ‘:please, thlS is the same ‘exhibit that was introduced by

g || Texaco. ThlS is all out of order, but if you don't'mind we

;| will introduce it aqain and I would like Mr. Ross to indicate

g || the total amount as compared with his original estimate.

e Fn R

9 A Now, the estlmate, which includes this estimated

§ 3
o ,% 2 10 cost of seventy three hundred dollars, ’expense"of ad»ditional
% ,
': igiﬂ 11‘- wellhead equ:.pment and dirt work and so forth and so on and
o8 Al A
o '% %%; 12 || it is three hundred and elghty—-elght thousand, seven hundred
i §(§§§; 43 || and £ifty dollars and ninety-two cents.
ST
i %%gg 14 0. And your"original estimate was three hundred and
-~ - 2% 15 nlnety—e;ght, five forty—feur?
m’ ig: w6l A Yes, and I'm not going to pbe far from that as 1
: 17 || shov the. additional costs 1n there.
‘ 18 ) Q. ‘\"_‘_Now, refer to. Exhibit Three and explain what this
s : 19 shows?
'» 20 A 1t shows a list of charges there as ebjecte'd to
) 7 py the Texas Company. the BS & B tanks and you gentlemen have

L~ 22 a copy of that, or do you, or 4o you. want me to read this, sir?

23 | Q No, they have a copy.

24 A~ Of the tanks and the rental of the surface equir:;men‘t

- 25 and I mean, then seven thousand, three hundred and fifty-four
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I . .
T . - - ) ,.', o . . ) ’ -
‘ ' | dollars and forty-nine cents.
i 2 0. Now, explain that, what that was?
P ’ 3 A That was rental-on-surface eguipment. Now, when I
i i"f u ) . - ’ - L.
4 | made the report to the Texas Company as was reéquested by the
Cis 5 || Commission, I didn't just sit there and itemize every nut and
? ; r - " 6| holt that went down in there, I never thought I was going to - o
* b . . L
7 || be objected to on this thing.
LY , o '
7{§ 8 o That is -a five hundred barrel tank used for acetid
8 3 3 acid to break a perforation, that sure had to do with the
; ® & . Lo . :
. -2 g 10 I completion of the well.
e °°§5~ 1 0. Was that part of the rental?
2 BORSS
= T S .
4 E §‘§§ - 12 A. Sir, that's rental.
- o 5~ . _ )
b §ag |
b Wy 0 0 Okay.
F GO~
- et O LT i
,zs g ?i“ 19h - A, Now, in drilling this well you have to-install a
ST Qg g 15 || mud separator so that if you blow out you can run your mud
2 16 || through these separators to vent this gas. So you have to 1
. A;q ; : 17 rent that and that was rented for two thousand and fifty-nlnex
jo 18 || dollars.
i
C o
& 19 You have to have a desander on the well, that's
P .
L 20 | two thousand, eight hundred and forty-six dollars. You have
-3 ' . ) .
' . 21 || to have a _blow-out preventer used in completion of the well,
" 22 || which was four hundred and eight dollars and then on recording
. 23t and so forth and takihg the four point test on completion of
i 24 || the test to see what you have, one thousand, two hundred
- |25 and sixty-three dollars. That's the seven thousand, three |
) |
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1| hundred and fifty-four dollars which I don't think -~

v Y

_»;3; _ ' 7 0 In your opinion is all of this eguipment necessary “‘
e | 3|l in the completion of the well?
?Eu 4 A~ You are forced to have it by Commission order, most
'};z_ 51 of thaﬁ stuff, well, all of it you are.
%?ﬂ 6 - Qg . Al riéht,‘now, what about thergas production unit

7 || that is shown on the exhibit?

o %é; 8. - A We are talking about the tanks or the stairway and
Y ] . - .
R = 91 so forth?
yob ® %
L ba - . . , . v s o
4 'E _g 107 - 0. Wait a minute, the gas production unit is the
L ER - L : | ; )
A boé%“ 11 | item of fourteen thousand, one hundred and eighty one?
: s [=) 02 : - ’
‘ .5 § 62\ E . o ) . . ) ¢ - - «
k . gf1 5 §§§ 12 A Plus the tax, which makes a total of nineteen
< b £ ! e
S N §ag _ ‘ _ ‘
; 382 13§ thousand, five, twenty-nine.
S g 2 2;?: . . » ' : ‘ _ _
. g §%“ 14 Now, gentlemen, this in my estimation goes into “
g 6.5 . ' B }
EP'G‘ a .
P o P 15 || the completion of a well., You have to have this on your
5 a3
(213 ] n
o0

16 || well before you ever run this in the pipeline. Now, you say,

joT

17 || well, this well is completed when you took your potential and !
18| so forth. Coquina, and you can cheék up on this, drilled a
19 Well down there northeast of Carlsbad and completed that well J

- 20| for twenty million cubic feet ijgas, somewhere in that r

2t ! neighborhood. They fiddled and fooleé around -- what I'm

22 ‘gétting around to -;‘Qhen tﬁey finally opened this wgll up,
23| it exhausted in four days. You can't run this gas in a pipe-
24~~line unless you've got these tanks and stack packs and all

" 25 of this equipment. So actuaiiy,wiﬁ“my\éstiMaticn, a well
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o 1 : isn't completed, a gas well,»unt’:il you run ‘this a mont‘h or "
‘ 20 two. Yoﬁ don't know what you've got and I think any operator
e ’ 3} that has operated down in that country can ﬁéll you that. It'g
) | 41 a necessity to have this on theré.
:ﬁ 5 0. In 6ther words, what you are saying is that you
i ' ‘ 6] can't tell what you"ﬁe got ﬁnless you héve this eguipment to
3 : 71 test. )
: : 8 A, And until you run it into a pipeline for awhile,
: . B 9]l that's right. Now, ti1is same thing has happened before on
E .g g 10 || these tests. There was one well drilled over her‘e, on south
‘ i«%éz 11 || and west >‘c,>f me over there and it was shut in onr two or A
. «N by . -
“ ‘§§§§ 12 {| three years and they opened it up angd it was gone, it
* Egi% 13 || wasn't evenn4there,» so until you test theseb wells you don't
o :
L; 'g EZZE 14 || know what you have and that's what scares me right now, ‘the
g .Sozf & 15 || money I've got tied up in it. |
“ v g 16 : Q Weil, now, ybur teétimony that ybu have given, does
zi _ 17l it refer to thé storage tanks, the five ‘thousand, three
;_« 18 | forty-eight too?
- 19 A. Yes, sir, because this wéll will produce a qeri:ain
‘ g " 20 amount of condensate and you have to separate that and" put
27 1t in tanks.
» S v 22 0. Is this gas prc¢duction unit a permanent installation]
23 " A Yeo: sir, it is.
- 24 Q. And E'Be"“”{:‘éﬁk'é"l'é’"fé""’t‘é‘d?‘
- 28 A Yes, sir.
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0. " Now, Texaco has pointed to the legal expenses of

eighteen, thirty-fbur,,twenty—foﬁr; do you recall what portion

‘that is?

A Well, they just pointed to that here and my files
are quite voluminous on this and I tried to find it right

quick and I couldn't. As I recall this was in checking the

east half of this section, which was a unit, to find out who

owned@ what in there. You couldn't tell what the Texas
Company had in there until you have checked all of the other
leases that were in the unit.

0. Was this necessary preparatory to filing the forced
pooling action? |

A.  That's right, because nobody is going to go ahead
and drill a well if they don't have title to Qnatever they
are going to drill it on and we hadgto find out what - Texas
Company actually owned.

Q. ‘Now, there-is another item on legal expense of

"seven, three hundred doliars, which séys operating agreements,

‘division order, title examination and so forth, will you

explain that?

A Well, actually I come p;etﬁyéclose, aCtua11y itw
turned oét to be sevénty~fi¢e hundred. This was to govaheéém
;hd I’ﬁad to force pool, as'you gentlemen ghow, and I had
a lot of people involved in-this thing and you have that mess

of people, some of them have less than one acre, so I had to.
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get farmouts from them, get them to either join OY farmouts

from them and I wa

nt to mention right here that everybody in

this unit went along with drllllng this well; one way. or anothegf .
ad to do around and secure

xXas Company and I h

Te) ahead and drlll ‘this well until

S and I,couldn't g

11 of thlS matter cleared up and was ready to go ahead
drlll it and then after that you get this- thing and the
8 || gas company pays you a hundred percent and you tye got to
dispose of this money, if that doesn't have something to do

10 | with the drillinq of the well to begin with.

se also 1nclude the work

11 0. poes that legal e>pen

12 || necessary in getting up the lelSlon orders?
a that's a big part of it.

13 A That's right an
0. and the circulation of the division oxders?

14
hink

15 A Yes, Ssir, and I've got Mr. Don Blackmar whom I t
16 you are all acqualnted with, working douwn there and 1 haven't
even got a bill off of him yet. I don't know what lt s going

17
e or four. thousand do

ljlars more.

18 | to be, thre
19 0. pid you incur addltlonal expenses, ‘pave Yyou received
20 bills fox expéhsesdother than those which wexe shown on

21y BEXN
22 A Yes, sir. This i3 Exhibit Number Four which has to
do with puilding tank battery graves, a small supervision

23
04 || made by Bryan Englneerlng Company, connections used in
some small credlts there and here is an

25 hooking up the well,
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item of two thousand, three hundred and four dollars for

a Manomatic safety valve that goes on the Christmas tree

that you've got to have. And sixteen hﬁndred and forty-eight
dollars for’a fiberglass tank. Whgn you break that gaé out
you get a certain amouht of condensate and water which you've
got to put in_;hat'tanél There is six thousand, fqur hundréd
dollars. Now, I had to dig up on these tanks, haul‘off the
dirt and £ill it back in and level it. There's five thousand,-
five hundred(and fifty-two dollars.

0. In your qpinion, were all of these items necessary
in connection with the completion of the well? :

A Thét'#:right, and they totaled fifteen thousand,'»
seven hundred ggd seventeen dollars.b

0. " Now, what about Exhibit Five?

A, Now, Exhibit Five is an additional amount of
seven thousand, one hundred and twenty-two dollars, which
includes some work Ofva construction company to dig up a
pipeline and somemore expense on this title work, two
hundred and eigﬁteen dollars on.clearing this thing ué.
Delay rentals, you have to pay delay rentals on those
4ieaseé or lose those, Whichtis a small amount. It cost
three thousand, four hundred and seventeen dollars to replace
thése concrete irrigation ditches that were torn up and then

I have a charge of two Ehousand,.eight hundred and sixty-nine

dollars for supervision, which was allowed in the drilling of"
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what ‘it shows?

13

. of that, I believe, were the other owners involved which you

Page : 30

the well for supervision, so that amounts to another seVén‘ “

Q. Okay, now, you have already‘indicéted-that you did

run into some-problems title-wise in connection with the

podling. Refer to Exhibit Six and explain what this is and

A Well, this>Exhibit Six is a plat of the area showing
the various leases owned»by the various compahies in therarea%
their net acre iﬂtefest and the tract or roadway owned by
the'Texas Company. I might mention ridhtvnpw ahd I believeFMr
Patterson ﬁill back me up on that, they don't even have any f
title orx ébstract and that was checked by Mr. Martin who is
;léb with‘£he f£irm of Hinkle in Midland and they admitted
they don't have any>tit1e té it and it is now in an estate. ”

0. It was necesééry for you»td secure‘abstracts on
this whole unit?

A, | On everytﬁing but this seven acres and I didn’t
buy‘that because Texas Cémpany -- that's their worry. i
mean they didﬁ'tfjoin the lease,

0. Now, in addition to the ownership of ﬁhé,foity pointq

twenty-one hundredth acres which is in the northwest portion

had to deal with?
A. ‘In this fifty, three thirty~sevenths?

0. Yes, in the northwest forty acres?
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i 1 A Yes. ‘
1 . 2 Q. Now, refer to the next Exhibit, seven. -

- ‘ -3 A. Yes, sirn
0. Eihiﬁit geven shows all of tiie other 6wners
N Ti ihvo;&ed’in the forty-acre tract? h
: et 6 @ Yes, Sir, that is correct, there are ﬁ%enty—four
.5;Ej 7 || owners in there of which™Hanson 0il Coﬁpany’had tventy-five
73?2 g || acxes, Weétern 0il PrOducérs had twenty—fiﬁe and the femainder

g #

was owned by twenty—two other parties, all who farmed out ,

. I,, 3 -9
& - K":
EI @ *® : . . s
, i‘ -§ 8 .10 || they gave me the lease for an overxide, subject to backing.
= g oy B
S Q9= . . . T Y
;gi w e, 1 0 so it did involve dealing with 2 whole lot of
S 11 Dﬂﬂ:}oia
8 2o . . : g .
o 'E‘g‘;s; 12 | parties 1n getting the well ready to drill?
o B Lo 13 A That's right.
- L5 gNo - ’ X )
o Ry . v . g
. g:§zm 14 0 Is it customary 1in getting up a plock and drilling
T © Sd K .
& OF . ‘ . ,
1, g 51l a well of this xind to treat these expenses in getting the
P m S ’
e §' 16 block together and your‘title examination and all of the

47 || work that is necessary as a part of the cost of drilling that

well?

| A. ﬁYes, 1 have a~f*w»parties,that have some interest
in this well with me. 1 have a large interest. 'And“theyh
‘Vhaveﬁ}ébiiékéd bn'tbis, they paid their way, they are all
paid right up to date. N 4
o) There has been névonevbutaTexaco that has raised

any question'about any of these items?

A That's right. Nov, Texaco says in their letter here
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that it's the custom and I would like to quote that and it
might be I'm getting sarcasﬁic here, but it says here théf it
is the custom in the o0il business, accepted, on this operating
agreement. °“Well, gentlemen, I never signed an opé;dting
agreement. I've never even béen contacted directly by thé
Texas Company.

| It's a custom in the oil_ﬁusiness to help people
drill wells and if you've got acreége or interest in there you
farmout or you give them dry hole money or you do something
for them buﬁ it is the custom of the Texas Company to do
nothing and I'm sincere when I say that. I've run in;o them
before, that isn't the first time and I see some geﬁtlemen
right in this room thét will say the same thiné, so I don't
know how they can say, here, this is_;be custom, do this, this

is what we want to do, now, we aren't going to help anybody

but the custom here is that you ought to do that.

0 In your opinion was it nécessary for you to incur\
all of the items of expenses whicﬁ‘have been shéWn by the
statement that has been presented here to our exhibits; in
atilling and completing the well?

A i Yes, sir.

0 Are those items a necessary part df the cost of
drilling and éoméleting the well?

A Yes, sir, and if there is any question about this

stack pack and the stock tank and all of this other equipment

|

|
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1l you put in here, take a look at that Coguina well and see
| ‘ ‘w 2 | what happened to it. Mr. Patterson said, well, you've got "
e 3| some saﬂlvag}e value, well, you buy a new car and drive it
. »4 around the block you have lost money, you buy some  oil 'fi.eld
: f'm 5 | equipment and try to get rid éf it the next day and see what
; . | 6 {| happens to it. o | , “
? Mo 7 0. Now, on these iteins which Texaco 'is questioning,
; ::i 8 | you would only be reimbursed one hundred percent, are you
‘s P 3 9| going to be out that money and the others that are involved
< :i‘ % Oé 10 be Sut that without any interesﬁ and so forth? :
i s 2 L= :
h :’ogsg 1 A We put up the money for the tanks and everything ’
g o g‘g‘ég 12 i and then the Texas Cbmpany wants.us to put up this money buying
43;; i - Eg:% 13 the wellhead. without any interest -- oh, we‘li get some
: : Sh , .
% f: 'é %:in’% 14| money back and then they “say, you give us our two point one’ d
z ,:bg 15'j| percent of that if you get your money bac‘k,‘no inter'egt‘on
- s ’ ;f; 16 || our money, no penalty or nothing. I don't think that's fair.
\ U 17 ) So, it is your éOsition on all of tﬁé_se items
b 13 1l that t‘he- risk factox, two hund:gd percent, shouid apply? i
o 19 A Yes, sir. "
: 20 MR. HINKLE: That's all. We would like—/to'offezr |
21 | Exh_ibits Ong through Se\;en. ’ | |
. 22 MR, BATEMAN: - No ob‘ject"ion.
: E 53 | MR. ‘STAMETS‘: They will be admitted into evidence.
i 24 | (THEREUPON, Ross's Exhibits One through
. - 25. Seven were admitted into evidence.)
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_ 1 : MR. STAMETS: Are there any questions of the witness
3 2 MR, BATEMAN: Just a couple, Mr. Examiner.
. ;’- o 3 | |
. a ' ’ CROSS EXAMINATION

S . 5| BY MR. BATEMAN:

g 6 0. 'Mr. Ross, your testimony had to do with the gas

7 'pré'd'uction unit, you indicated that those items were difficult

: » o 8 || to get, is that correct? |
"4 3 - sl A Weli, I say &ifficult to get, it is hard to obtain
5 oo B a5 ’
g ( .:&:3 ;: "10|| them when I obtained them pecause there is a lot of’drilling J
i; Z";‘%EE 1 L going on down_ th’ere in- Pecos County- and this stuff is madé to |-
z\, g §§§ 12ﬂ kordef"‘.\* Now, this can be‘u‘su.ally my -- the veracity of my
s E%i% 13 || statement can be checked very easily with ;:he. S & B Tank
: & :M | 'g %‘:ﬁé 14 {| Company. And‘ they had to go make those tanks and make_ ‘the
: : . _;gog 16 || stairway and make the whole thing. ‘There was a shorta;ge of '
b é ‘15 pumping units around here: for a long time, as you may ‘well hawv
) 17 biéen aware of. Yoﬁ just couldn't buy a pump. ‘If 'you would» bu
: 18|l a pump they'would come back and ask(ff‘for it, but it diad take
e ‘ '1.9 i me approxime;{;;lf two months, if I remember right»,k two months
. 204 or six weeks to get that equipment.
21 . Q What kris the major ‘source of supialy for the gas
F[ ST ) ‘ 22 || for that gés production, BS & B or whatever ybu testifiéd tO?_
g 23 ‘A Well, all of the equipmen‘E came from BS & B and ‘
24 | I would be glad to give you a copy of that bill.

25 0. I would like to have that bill.
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" A, Well, it's in there, yes, it should be in there.
’ \ 2 0. Where is it?
- 3 A Well, T don't know, we have a copy of it.
i 4 0. My question -was; what was the principal sourcé of
- & .'supply for thé gas production funits?
) ~ 6 A They' are madé over in Odessa.
’ 7 0 By BS & B?
\‘"* : g 8 A, That's right, at least that's who I bought mine
R e - ,
! “‘1 é b.% 10 0 FOkay. Would the gas production units you have be
i : iggsj 11|l usable at any other well location?
e §§§§ 12 | A Oh, yes, it would. 1It's like a pumping unit, but
ﬁg;% 13) if you»buy it angd use ‘it; then you've_fgdt your secondhand
T 5 §:§: equipment.
. -gbé 15 || ‘0. All right, now, you mentiéned Don Blackwell, sométhiflg
B = - ‘
~ § 16| he --
‘ ,, 17 A ° Blackmar.
, 18 0. Blackmar? |
” it} A Doh Blackmax, he's] you might say, a title man that
» z ; 20 works in ‘;Odessa, ves, .sir. I haven't gbti his gill b’yet. Now,
: 21 he got all of this farfnout »e'q’uipment so I coui‘d Vget this thi\’ng
- o | 22 in» shape v}here I could Arill a well and he isk now securing
g 23 || signatures. |
| - 24 0 He is not an attorney but’:vhe is‘ doing the leg work?
. - 25 A He»is "do_ing the leg work fo‘zvr: this reason, he knows
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the work you do in dowﬁhole and the wellhead but the surface

equipment, tge tanks and so forth?

A Yes, for the reason I have stated that youAdbn't
knowxwhat vou have until jou have prbduced this well for
awhile, so you have to have this equipment.

0. ~ Now, the previous witness said that you took less

that as used equipment more easily. Well, obviously you can't

go out and peddlerthe hole that's in the’graﬁnd, you can peddle'

the pipe that's in ‘it there. Would the surface equipment be

much different than, say, the tubing or the wellhead equipmgnt?
A No, the tubing and a certain amount of casing you

might recover from the well.

0. So, it's your opinion that everything could be
charged?
A I think this is everything. Now, I don't want to

appéar sour on this thing anth ;ried.to keep from doing
that; but I am a little bit and I thiﬁk you guys would bé
too. We are'in an energy shortage and we are trying to get
something done and if somebody don't ~- I've got property -
and if they come aloﬂg —~‘Mﬁ,”Krueger out there will testify
he is trying to get some stuff right now. I said I will do
this or €hat'an& I‘m"gbiﬁqf£0’dO'Sdméthihq. I'm not going to

say that I'm doing nothing and they have got to set this

up to where these companies are either going to help these
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‘a proportionate interest in the equipment.

.assume this, Mr. Commissioneér, if this legal expense is legal

Page 38

independents or help other companies, but th do fhey bﬁy u
these leases if theyVarén't goinglto doianything. Théy say,
well, we'll just let him go down the road until he gets a
well énd then we will close in on hiﬁ7and cut him off,

0 If the Commission's decision in this case were to.

be favorable to you, could you see any wayvthat dthers might

A, No, sir, I don't becéuse,‘sir, Cbmmissioner, if
anybody goes in there and ggts in thé same position I'm in
thgy(are going to have to do the éame’thing.

Now, if it is approved in my févor, I thigk this
£hing should be settled.,'if it is appréved-in my favor
then somebody can write you dewn and say, well, we will gbfahe
and 1etAhim héve the two hundred pefcent at the wellhead but
then we will let him put up{the rest of the money for the othéﬁ
equipment that he claims iscbeyond the wellhead expense ané'
then when iﬁwis paid for, we are not even out any interest

on that money and we get our interest that We'vefgot
Now, we are not télkiﬁg about, assume this, just J

and I know it is because I had to do it to drill my well,
we are boiling down to the case of the stack pack and the
tarks and you take two percent of that and you are looking

at three hundred and-sixty-six dollars<or a total of seven
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hundred and thlrty—two dollars on two point two percent,

that's all of the money you are talking about. I'm not
here to talk about money. it's the principle of the thing.
MR. STAMETS: Any other questions of the witness?

He may be excused.

(THEREUPON, the witness was excused.)
"MR. STAMETS: Anything further in this case?

- MR. BATEMAN: I would like to make a very brlef

gstatement.
Mr. Examiner, what we,are dealing with here clearly -

is a question of statutory 1nterpretatlon; 1 draw your

attention £o the language of the statute lnvolved which

refers, I submit, to four different kinds of costs involved,

(Reading.) guch pooling © order of the Commission shall make | \

definite provision as to any owner or owners who elect not \

to pay his PT oportionate share in_ advance of the prorata

reimbursement solely out - of productlon ‘to the partles advancing

_¢he cost of development and of operation whlch shall be

o

1imited to the actual expendltures required for such pur ose.
but not in excess of what is reasonable, which shall 1nc1ude
a reasonable charge for superv151on and may include a charge
for rlsk in drilling a well, which' charge for rlsk shall not
exceed twe hun ndred percent of the consentlng workiné‘interest“
owner or owners prorata share of the cost of drilling and w

|

T
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i 1 || completing the well.  (End of reading.)
' ?‘ 2 Obviously the risk then is<iimited to the cost of
- 3 drilling and completing the well. I think that is clear., I

4|l think the earlier reference on—that‘bears éome consideration
S T 5 and that references the cost of devejlopmer;t and operation,

é which the statute clearlyvindicates thét the operator is
S i 7 entitled to recover one hunéréd péréént of his cost incurred
[ _ 8 in develépment“and operation expensés.

t ,

9‘ - We submit that the’well‘ié‘complete and all of the

87501

10 | equipment in the wellhead is installed in a producing well.
1 ‘We4further submit, and I think this is borne out by the custom

12 || of the industry which is indicated by the orerating agreement

sid morrish; reporting service

13 ]| which you have as an exhibit, that the cost of surface equip-

ot jan

Phonti(505) 982-9212

14 | ment and the equipment beyond the wéllhead, including

General Ceurt Reporting Service

" 825 Calle Mgjia, No. 172, Santa Fe, New Mexico

15 éxpensé beyond the wellhead is an operating or devélopment

16 || expense to which the two hundred percent risk should not

47 || apply. I would inclu@e in that the legal expense involved,

18 »the expense involved in obtaining diviﬁibn orders, obtaihihg-
19 _signathres on operating agreements, et cetera‘and’in addition l
29 i the iﬁig}al expense of title exaﬁination is-a development

21 éipensg to which the risk factor_should not app;y.

- 29 Now, I wouid ask fhe Conimission to focus attention
23 | on the language used énd, of course, thatf}s drilling and

24 || completing a well. It does not take into consideration all

— 25 || of the risk involved. Obviously I wéﬁld concede that any time
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the other hand you may get>a substantial return. I don't

has been used quite extensively and sc

try to define those items. 1In this case there was no

Page T Aé"l"“" e

you invest money of aﬁy'nature in the drilling of a well, it
is of a-épecﬁiétive nature and-yOu may not geﬁ a return. On

o ~ {
think that is-what we are~d§aling with here.

Lagtly, Mr. Ross testified as to the difficulty in
obéaining some of the surface equipment and I don't hold myself
out to be an expert but I know how supply and demand worké and-
in most harkets, I submit tﬁat, if the gﬁ§ production unit is

a difficult item to get and people have producing wells which

are not being produced because of the lack of surface equip-
ment, I submit that thére is an édequafe market for it should
this”wellwnot pay out and,Atherefore, there would bé a
éubstantial poSsibiiity of recovery of the cost of that 1
equipment, so it'shoulé’hot be considered as being a risk
factor. . , l
J

MR. HINKLE: I think the Examiner has already pointe

out what the statute provides andcwhen you read part of the
statuté, that the two hundred percent éenalty reélates to
non-consenting-working interest owner of owners:prorata share
of drilling and compieting the well. Now, I think it is “
admitted that there is ﬁo specific definition, either in the

statute or in the order, as to what makes up those items,

1

Texaco has referred to an operating agreement which

th
|5 30

)]

S~

orth,; whiéh does ‘",
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T 1 [l operating agreement entere'd into and thig case has to be
5..~ - 2 | governed solely and only by ﬁhe wording of the statute ang
. 3] by the wording ‘of Ehe order. Now, the testimony of Mr, Ross
- 4l clearly indicates that all of these items that have béen lister
;— 5 on ‘these Varioﬁs- Statements are nécessary in the drilling and
C o o / 6 the completion of the well. . Now, he couldn't have tested
; L 7 thi,s well unless he hag séme of this surface equipment, It‘
::- : 8| just ‘woulvd 'have{‘been impossible, so if ﬁha/t is nec_essa»ry i:o “
f - 3 9|l test the well, it is necessary in tilel’completion of the
f, ‘ .é.i, g 10 | well and that jis the broag interpretation of what the wbrd’é,
elr igEN 11 "completing & well" means. You have-got to do everytﬁing that
Z - ¢ §§§§ 12 i:'s‘neces'sary in 'éé-ﬂ‘ﬁgéii‘;n w1th it, inaking it ready -and iE -
- b gg:é 13 )| it proves out to be a v;rell in paying royalties, Preparatory
& 38 4
: 'g §§§ 14 tto making a ‘deal with a gés Purchaser to put it'oh the ‘_lj;ne. ’
o _ch 15 I think alJ_ of those things that enter into a
b ? :é 16 contraACt are abSOIute"’iy essential and are inciﬁdéd in 4the '
gk L © 97 l_-anguage "completing a well", For that reason we dis.sfgreef
ﬁ 18 | With Texaco ang théir posi_tuion on this thiu‘r.ig. We feel that
- | 19 the‘ penalty shoulg apply to'uka"il of these items.,
20 Now, as far as the legal expenses are concerned,
21 if Texaéo desires it or the’Cdmmission desires it, we can
- : 22 || give ‘a break down of just what all items went “into Lthat legal
. 23 || expense, but thig wé's a compl:j;catec_l title as indicated by ”
| 24 || the exhibit there and'everything that went into it ang i:
25 || required a -lvortﬂof t-’_“ime énd a lot of people involved 'a‘nd after: /
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| T the well was completed it was hecessary to again check the
7' 2l title, bring it up to date and‘prepare»tﬁe“division orders
- ~ 3] to get it on production.
4 Noa, that in my opinion too, is just as much a

' | part of the cost of the completion of the well as anything

e T R SRy SR PRI

— } 6 else. I think that you will find that all of the major
71l companies and operators consider all these costs for thelr
i .
LN 81 records as a part of the cost of drilling and completing the ﬁ
~—— . g N
e 3 9l well. 1If it has to be capitalized, those costs go in there
3. i1 e
5 L g ° :
'é g 10 as a capital investment, outside of the intangible costs.
- :;éég n They are all charged Up as an accounting pPrinciple as a part '
.'g §°o‘$ / - ' ’ S ] .on
o B 558 121 of the cost of drilling and completing the well. That's
o &8ss | ;
{ad Qg '
= 92 13- a11.
o 3o~ % _ :
Qo ] .
L E y;* 14 MR. STAMETS: Mr, Hinkle, if I can summarize a littl
g%z | |
- o ; 15 bit what you have said there, I inteérpret your ¢losing
: IS » .
" 8 16 | statement to mean that You believe that regardless of what
P 17 | may be defined as completing a well somewhere else, for the

18 || purposes of theﬁstatute and the order issued, the ‘Commission
19 || may determlne what a completed well constitutes? o ,
?” » 20 o MR. HINKLE: Well, I think we have to determlne 1t

2 on the basis of the ev1dence presented here. I don't think

22 you can Just reach out and detérmine it on something else but ”“

T - 24 || what constl tutes a completed well.

S 25 || MR. STAMETS: Anything further? | :
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MR. BATEMAN: oOne sﬁatement in rebuttal.

MR. STAMETS: You may.

'MR. BATEMAN: My, Examiner, I think it is a clear
cut principle of law that if there is no definition existing
in the statute or,coﬁtract, for instanCe, the courts look to
the conduct of the parties or what ig customary in the
industry, What comes to my mind‘immediately is Article One
of the Uniform Commercial Codes, which is universal in the
United States ang it has specific language having to do with

contract interpretation and it states, as 1 recall, that if

there is no definition available then the court must first
look to the conduct of the barties and if the conduct of

the parties does not decide the question, then the court looks

we have in evidence which Mr, Hinkle_has alreaay pointed out

is in wide use in the industry, That settles the question of
when a well is completed. Thank you.

MR. STAMETS; Is'there anything further? we will

take the case under adyisement,
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I, SIDNEY F. MORRISH, a Cerﬁified Shorthand Reporter,
do hereby;certify that the foregéing and attached Transcript
of Hearing before the New Mexico Oil Conservation Commission

was reported by me, and the same is a true and correct record

of the said proceedings to the best of my‘knowledge, skill and

ability.
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12. OPERATIONS BY LVSE" 'i‘IIK‘N”Ak@
Hearing Date ¢ 3 4/ (976 :
If all the parhcs rannot mutually agree updni _the d1ti.l__l_“pgh‘or‘qu_‘\unll..ozulbeuumwLor than the
test well provided for in Section 7, 6 upon the reworking, deepening or plugging back of a dry hole drilled

at the joint expense of all parties or a well jointly owned by all the parties and not then producing in paying
deepen or .plug back such a well

quantities sn the Unit Area, aﬁy party or partics wishing to drill, rework,
may give the other parties written notice of the proposed operation, specifying the work to be performed,
the location, proposed depth, objective formation and the estimated cost of the opcratibn. The parties receiv-
ing such a notice shail have thirty (30) days (except as to reworking, plugging back or drilling decper, where
a drilling rig is on location, the period shall be limited to forty-eight (48) hours exclusive of Saturday or Sun-
day) after receipt of the ﬁotice within ‘which to notify- the partics wishing to do the work whether they elect

to parhcnpate in the cost of the proposed operahon Failure of a party receiving such a notice to $0 rep!y to

it within the period above fixed shall constitute an election by that party vot to participate in the cost of the

proposed operation,

If any party receiving such a notice elects not to participate in the proposed operation (such party or
parcties being hereafter réferred to as “Non-Consenting Party”), then in order to be er__xfitled to the benefils
of this scetion, the party or pérties giving the notice and’such other parties as shall elect to participate in the
operation (all such parties being hereafter referred to as the “Consenting Parties”) shall, within thirty {(30)
days after the expiration of the notice period of thirty (36) ‘days (or as promptly as possible after the expir-
ation of the 48-hour period where the drilling rig is on location, as the case may be) actually commernce work )

on the proposed operation and complete it with due diligence. ’

The entire cost and risk of conducting such operations shall be borne by the Consenting Parties in the
proporhons that their respectwe interests as shown in Exhibit “A"” bear to the total interests of all Consenting

Consenting Parties shall keep the leasehold estates involved in such operahons free and clear of all
I

Parties,
liens and encumbrances\ of every kind created by or arising from the operations of the Consentmg Parties.
such an operatibn réSulis in a dry hole, the Consenting Parties shall plug and abandon the well at their sole.
cost, risk and expense. 1f any well drilled, reworked, deepened or plugged back under the provxsmns of thlb
section results in a producer of oil and/or gas in paymg qua'ﬁhhes, the Consentmg Parties shall coinplete and
equip the well to produce at their sole cost and rxsk, and the well shall then be lurned over to Operator and
shall be operated by it at the expence and for the account of the Consenting Parties. Upon commericement of
operations for tﬁe drilling, reworking, deepening or plugging back of any such well by Consenting Parties
in accordance with ihe nrov:sxons of thls sechon, each Non-Consenting Party shall be deemed to have rehn-‘
shall own and be entitled o receive, in proportion

quished to Consenting Parties, and the Consemmg Parties
its leaschold operatihg

{o their respective interests, all of such Non-Consenting Party's interest in the’"well,
rights, and share of production therefrom until the proceceds or market value thereof (after deducting pro-
ductlon taxes, royally, overriding royalty and other interests payable out of or measured by the productlon

frem such well accrumg with respect to siich mterest until it reverls) shall equal the total of the following:

(A) 1004, of each such Non- Consenlmg Party s share of the cost of any ncwly acquired surface equipment

beyond the wellhead connections ( mcludm but not limited to, sfock tanks, separators, {réaters,
pumping eqmpmem ‘and pnpmg‘). plus 100 of each such Non-Consenting Party’s share of the cost of
operation of the well commencing with first production and con‘l‘irnuing until cach stich Noh-‘Ccnscuting
Parfy‘s relinquished in!eresbl shall revert to it under other provisions of this section, it being agreed that
cach Non-{Consen‘liﬁg Party's share of such costs and equipment will be that interest which would have

been chargeable to cach Non-(‘,‘bnsbn!in’-g Party had it participated in the well from the beginning of
the operation; and

(B) 200f¥ of that portion of the costs and expenses of dril'!_ing! rcworkix\)g, deepening or plugging. back,
testing and completing, after deducting an; casht RZ-(mtribuﬁtions received under Scetion 25, and 20090
of th:_)l portion of the cost oI_ newly acquired cc;liipmcnt in the well (lo and including ihe wellherd
connections), which would have been chargeabile to such Non-Coasenting I;'arty il it had participated

thercin, ) ‘
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In the case of any reworking, plugging back or deeper drilling operation, the Consenting Parlics shall
be permitted to use, free of cost, all casing, tubing and other equipment in the welt. but the ownership of all
such equipment shall remain unchanged; and l;pon abandonment of a well after such reworking, pluggiﬁg
back or deeper drilling, the Consenting Parties shall account for all such equipment to the owners thercof,

with each party receiving its proportionate part in kind or in value. -

Within sixty (40) days after the completion of any operation under't_his section, the party conducting
the operations for the Consenting Parties shall furnish each Non-Conscnting :'Party with an inventory of
the equipment in ‘and connected to the weH, and an ilemized statement of the cost of drilling, deepening,
plugging back, testing, completing, and equipping the well f_(_)rA production; or, at its option, the operating
party, in lieu of an itemized stafement of such costs of operatidn,'mey stibmit a detailed statement of monthly
billings. Each month thereafter, during the time the Counsenting Parties are being reimbursed as provided
above, the Consenting Parties shall furnish the t\Ion-Cdnéenting Parties ‘with an itemized statement of -all

costs and liabilities incurred in the operation of the well, together with a statement of the quantity of oil

and gas produced from it and the amount of proceeds rea]izeci from the sale of the wcll's working interest

productlon ‘during the precedmg month. Any amount realized from the sale or other dlsposmon of equlp—
ment newly acqulred in connection with any such operatlon whi¢h would have been owned by a Non-Con-
senting Party had it participated therein shall be credited against the total unre‘tumed costs of the work done
and of the equipment purchased, in determirning when the interest of such Non-Consenting Party shall revert

to it as above provided; if there is a credit balance it shall be paia {o such Nén-Consenting Party.

If and when the Consentmg Parties recover from a Non- Con*’entmg Party's relmqulshed interest the
amounts provided for above, the relinquished mterests of such Non- Consentmg Party shall automatlcally
revert to it and from and after such reversion such Non-ansentmg Party shall own the same interest in such
well, thie operating rights and working interest therein, tite material and equi;)ment in or pertaining thereto,
and the production therefrom as such Non-Con_eenting Party would have owned had it participated iﬁ the
drilling, rev)brkin[;, deepening or blugging back ef safd well. Thereafter, such Non-Consentihé Perty shall be
charged with and shall pay its proportlonate part of the further costs of the operatlon of said well in accord-
.ance with the terms of this agreement and the accounting procedure schedule, Exhlblt “C”, attached hereto.

Notwithstanding the provisions of ‘this Section 12, it is agreed that without the mutual consent of all’

parties,'no wells shail be coiiipleted in or produced from a source of supply from which a well located else-

-where on the Unit Area is producing, unless such Well conforms to the then-existing weil spacing pattern

for such source of supply.

- Thc provis 'ons oi ihis“section shail have no apphcat:on whntsoever to the drilling of the initial test
well on the Unit Area, but shall apply to the reworkmg, deepening, or pluggmg back of the initial test well
after it has been drtlled to the depth specified in Section 7, if it is, or thereafter shall prove‘to be, a dry
-hole or non-commercial well, and to all other wells drilled, reworked, deepened or plugged baclf or pro-
:posed to be drilled, reworked, deepened, or plugged back, upon the Unit Alea subsequent to the drlllmg of

: - rthe initial test well.

13. RIGHT TO TAKE PRODUCTION IN KIND

Each party shall toke in kind or scparately dispose of'ils'proportionale share of all oil and gas pro-
duced from the Unit Area, exclusive of production which may be used in development and producing oper-

-ations and in preparing and treating oil for marketing purposes and production unavoidably lost. Each parly

shall pay or deliver, or cause to be paid or delivcred all royalties, overriding royaltics, or other payments

due on its share of such productlon, and shall hold the o!her parties free from any liability therefor. Any

extra cxpcndlture incurred in the taking in kind or separate disposition by any party of its proportionate
share of the produchon shall be borne by such party. e f"4

P ¢
"Fach party shall execute all division orders and contracts of sale perfaining {o its interest in produc-

tlor_from the Unit Area, and shall be entitled to receive payment direct from the purchaser or burchasers

" thereof for its share of all production. , L e et
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Service & Supplies )
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legal Expense -~ (perating Agreemends ~ Division Order

Mcpense of Additional Well

: Up Zxpanse -~ Dirt liork - Trucki ._;_/Charges, atc, o
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. ‘ C
and Monkhly Supervision i
to date TV _
T TOTAL
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Head Yguipment 2 s300,00
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CASE NO. /fiéf:?;/// :

Submi“ed b‘l_,,_\jf/’/

Hem’mg Dute/

G. R O SS
OlL INVESTMENTS
. NEW MEXICO . sox 00
PMONE 257.4313 . MIDLAND, TEXAS 79701\

gune 17 1975

cx\-da\r NO. //;,

Wm, G. ROSS
4 -2 b

RILLING co& ESTIMATE

DRILLING COOE Bom

order No. R-UI ,
Bstimated Cost to Drill and Complete

(o ey

BUS. PI{OMNE 683- 1412
RES. PHONE 682- 2983

80

¥ A, Q. Rogers

660" TLS & 660! FEL
Sec, 3, 7-18-5, R=26-5
Eddy Count-y , Hew V fexico

n re:. v, G. Ross Ho. 734 Bddy County, MNew : fexico
» New Mexico Conservation Commission Case f5h36

Footage Drilling Gost 9200' @ £12.25 - R $112_,;?QQ.00
~ Day Vork Cost ~ 6 days at %2, 800,00 =~ e e e m T 16;80(5.00
R e m T 2,500.C0
S AU 13,500.00
Cement:mg gervices & Supph.es - - - ~~~~~~ — T 7,500,00
‘:!ellhead e 2 ,566;60
'Conduct-or Casing - b,O‘ of 2(;': - - - - i 2600.00
surface Casing - 1250' or 13 3/87 = == =T e 18,170, 00%
Intermedla’ce Casing, = 2200! of B 5/8"‘}—- --------------- - 15,959.00%
Road, Pad, «G'at;'tlg ‘Guard\_:& Damages - < - m ST TTT T 15 ,000,00
J}‘att.:mg ‘Boards -~ =~ " 77 R - - - - - R - 1,000.00
Truecking, We'lding 2 Rental = - - - -—‘-.- e = =TT 2,000.00
gurveying of Location = = = = 7 7 - —————— e m=m 104,00
Logging RS A T 13,506;00
prill Stem Testing = )y at £, 200,00 ~ = - ;-_— S 1y ,800.00
Miscellaneous Services & Supphec -------- e 2,50C,00
Geological & Supervisory EXpense e T e = m e m D 5"20‘30.(‘.0
| TETAL £234,133.00
Plugging Cost- -~ If Dry = Hauling off Pits % Road M";:vS_;,QOO.OO_f
#Tncludes L Hev Mexico ,,S,a:les’Tax. | 2, },/?é': 4‘2‘?'{4}’ 0’2‘5%5/35'/
€8 e = N
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- “'HDOSO NEW MEXICO

ROSS
ol lNVESTMENTS
BOX | 913
pOX 8¢

HONE 257- .4313 MlDLAND

PAGE MO, 2

Palis s

TEXAS 79701

'GOMPLWTION c0O3T_=ot TSTIMATE ATE

BUS. PHONE 683- 1412
RES. PHONE 662-2903

Double Perrick pulling Unlt - 190 Yiours @ 5'5' =T 36 606.’00
o1l String casmg - 9200' == - h 1/2" =TT 37,108.00 ¥
P e e e == T - - 600,00
Cementing; services & Suppl;es e === - 5 000,00
Logging, or, CCL & R ), ,000,00
Pacfcer-—--—«-:---——-—--—-—-- ------- A 1,200,00
pubing Head e e 3 000,00
7~:!"hr13’c-masTree-—---- ————————————— B 3,500.00
stimulation Seﬁice L L dmm e e S 30'000'.00
Rental of surface Aulpmént_ e emmmmmm T - - 1,500,00
Back I;ressure pest & BHP puild Up = = ~ e T - 1,5‘00,00
Rous’caboublabor--—«-—-—-----—- ~~~~~ I ) ,600,00
Tubing - 80 - 9200t == 7T T T B -—-— 23,355.00’4
Tubing Testing ———————————————————————————— 2,000.00
Anchors- -------- e w7 -----~—~—--~— 3,0(5..00
B e m =TT ———m - 750,00
procking = =~~~ 77 e =TT e e == - 1,000.00
Gas Productiont R S e ?O,QO0.00
SborageTanks—-—-~-~—---—---—--——---—--r—-’---o- 8,000,00
yalves, Piping &Cm}nectionS eI . 1,000.CO

(OVER)'
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| : j WM. G. ROSS

: - NVE SNT -

N 2 BOX 913 : OlL. INVESTMENTS ) BUS. PHONE 683-1412
. . RUIDOSO, NEW MEXICO - BOX 83 RES. PHONE 682.2983
PHONE 257.4313 . _ MIDLAND, TEXAS, 79701

RSl e I A <

. __PAGE WO0,'3
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COHPIEI‘IO?I,COST ESTTMATE ~ CONTINUED

DR AR I A

‘Miscellaneous Service &Supplies - - e e m - - === $2,000,00

PN
A

e e mm e m R - = 2,000,00

‘-..-_,_»_;,-; ...... e - = = 3,000.C0

ey
g
o=
[

$164,411,00°

TOTAL DRILLING & COMPLSTION COST ESTIMATES 4398 54, 00

siTacludes L New Mexico Sales Tax / ‘
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T e wil, G, ROS3 R v

OTL RIVEZTNWHTS ‘ o
BOX 86 e

HIDIAD T8 19101
e CEXANINER STAMETS yorsbinan 13, 1975
|

OIL. CONSERVATION COM HALSON |
295—5 EXHIAT N B i In re: Eddy Cm nty, feu Ifeflco .
ASENO. S22 _gil Conservation Comamission of iew iexico
Subm'st’rcf‘ oy [ / L:U‘ (\ N Cast Mo, 5l35 ~ Order Ho. P-L9BC |
: Hearing Date :_(ﬁ_“_? L - br 1"L'lin;r avm Complebtion Costs of Um, G, Ross
i T ’ ,.o. 1 A, &, Rogers Comm,
) v - su/h oF‘/h ecbion 3, 18—bouuh )6-_.nsr,
) , Footage and Day Hork Drilling Cost % Di,3hh.3h )
f water o | S 2,560, 00
'Z- PDriliing Med ’ , ' _ o 25,691.11;
5;; Cementing Services & Supplies ~ Surface and Inuer. ediate Casing 12,3(32:68 '
’ g Wellhead and Christmas Trees Equipment » : 12 ,hhl.é9-
;‘E’ Surface, It;terme;iia'te, Gas String and Tubing B | 103’013;78
% " Road, '»’ad, Cattle CGuard & Dameges " ' 9,865.04 |
g E«Eatting;-}_loards and Linsy For Reserve Pits o _ - _1,363.6'8‘
( ; 'Location‘.’;'urveying : : - - : ~ 104,00
E; ' “Setilumverger W eLl chging»r S - o , 3 16k, 90
f Drill Stetrl Testing - Three _4 o » o 3,778.58
’ ?; Miscellaneous éervice & Supplies . ) 685.76
,E Lxeolorlcal Service ’ ) - - 24301,62
g Sup erv1sory molneer Expense by Jas, u'érlanc fng, Servlce. B,OOS.E;_O
Douole Der r:.ck Pulling Unit ; : ‘ » - 1,989.59
.Ruff Coat Casing ' ) . o 931, 07
* Gemen‘oiné Service & Supplies - L 1/2% Caéing ~ Gas String 7,641,377
j "I’erforat.:'lng , : ' : 2,354.15
,, | Stimulation Service _’ , 1,1h6,00 :
_ i Rental of Swface Fquipment ’- g 75354.59
L ] , ?.ack:P_ressurgTest 2 BUP 311%;16-‘119 | o - S bboz'b
| \ vubine Testing ' . ‘ . | 1,222.&2
x " Anchors B | - | i ' .- | 291,20
: Vielding R ‘ . o - 369;00
Gas Production Unit | ' 1h,181._bo -
Storape Tani:s | - ‘ ‘ o 5,3118.06'*'"
|
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i gcellaneous Service & S ties | ﬁ/ 2,179
M~ e { -3 ¢
~ Monbhly Supervislion
Dy\llllr‘pr tle 11 and ' ) - . . A__
- o .__*...1) 63h.2
B N anse to dale ) : e
Legal lxpense POTAL 53(2,650.92
\// -

/ /!1': (oA [ s /‘ 2 )' gy

s .
y AN TN .

ADDTTTONAL ESTTATED ZXPENSE

ADDETTONAL BSTIAILY 2aisoo:

D3t Axamination :
C . oy Jivision Order Title Sxamina :
Iegal uxpense - operating Agreements - DIVision v / ' 7,300,00
SHha - iy o - . .
etc. :

- o 2,300,00
pense of Addibional Well Head ¥guipneny : :

sop O e | " 6,500.00
) . )
Dwr - tiork - Precking Lharges,; S:C.
1iglll k Up prnnoe i

. - . ‘ aapAl, - )388 3 7500 92
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W, G. ROSS AL A, Q. ROGERS COMM,

LIST OF CHARGES OBJECTED TO BY TEZL4CO

Crarge by BS&B f‘or 2 tanks, walway, stalrvxaj, etc, Code Separator,’

Heater Shell, Firebox, Choke actuator, - : : $19,529,C0

Rental on Surface Fquioment
500 barrzsl tank rental -~ used for acid to break nerforatlons. 2277.68

Labor t0 hook up mud separator (used in drlllmg of well) . 418,08

Rental on A cone desander wnit. Delivery charge and labor o .

hook up to well, Used in drilling of the-well, 2,846.71

Rental on f-M Gas dMud Separator, deliv‘ery cha'rge‘; wellder; . )

labor to disconnect, ete, 2,C59,72
- Blow out Preventer used in completiorr{ test of well, | 108,80

Rental on Pit Level Recorder #2148 and rental on Flow Alerb
Recordsr f6L42 and Flow Meter #4h7 usod in completwn test

of well, ) . 1,263,60
| | 57,35h.49
CGRAND TOPAL | 326,883.59

PHOTOSTATS 07 PATID IAVCICES ATTACHED TO THIS STATEE-E;«'IT,

L BEFORE EXAMNER STAMETS
l OiL CONSERVA TION COMMI3SION

l Koss EXHIBITNO._ S >

CASE NO. 5 S5( ‘9~1~_,“___.w_'_._~'

S\)bmiﬂ’ed by 2y a L\ f\,mo
‘Hearing Date__ 2 =Y -7
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MANUFACTURI&IG

A Dhislon of Black, Sivalls & Bryson, Inc.

5

A Sws‘oiyy o ntarnationa) Systerns A Contca Carporation

A RN

MAIL REMITTANCES TO:

L

BS&B8 MANUFACTURING
P. 0. BOX 100138
HOUSTON, TEXAS 77094

INVOICE

SRR (L e

CUSTYOMER'S CUSTOMER'S ORDERED BY PLANT SHIPPED FRAOM SO NUMBER UOTATION
ORDER REQUISITION B Ro
Verbal “v. Ros Jdesna
DATE OF SHIPPED VIA PRE'PD OR COLL. NEAREST MILEAGE LABOR & MATERIAL REPORT NO'S
DELIVERY : STOCKING POINT ONE WAY
iy Nee 04297
SOLD Chagy e . SHIPPED . . .
o ° Plliae G, PFoms To 2itins shivrcine instruetions
L4 - - 4
o Y. 0O, Bom 07 COUNTY
e . . . STATE .
* ‘fidland, Yaxas 79701
; : : g REFER 10 THIS INVDIEE NOMBER I ALL CORRESPONDENCE
REF. OR SALES NO. CHG. TICKET NO. INVOICE DATE‘ tNVQICE NO, :
» 10 . 1G-24478 36518 ;
TERMS: Nevo D'AYS FROM DATE GF INVOISE - :
QUAN. DESCRIBTION unNIT PRICE |MULTIPLE] “TOTAL H
: H
‘a AY TN ™~ ' =y e Y s O S ] FRRS R . - :
WE INVOICE ¥Y0U FOF (1) HS-IH-~FPU8 PRODUCTINT 1077 31%,18L.08 :
e e e ¢
i
-

-
o
A (-."\
)vr:
o

H

«
¥
-
3
At

T | To 3775
259

9530-0)  $14,181,

2900 w,181,

. : : g
CUANTYS Ty TOLTE DY

ﬁ&kﬁg

S

s/
5134‘:9 og , ;
-f/‘/ /8/ g0 '/

g/ ) 5‘2,9 0

' MERCHANDISE HAY KOT BE RETURNEG WITHOUT WRITTEN CONSENT AND SHIPPING INSTRUCTIONS- FROM THE SELLEH
IN NO CASE WILL WE BE RESPONSIBLE FOR LOSS OF CONTENTS OF VESSELS NOR FOR DAMAGES CAUSED BY SUCH LOSSES.

As to the items covered by this invoice, the seller represents full cempliance (1) with Section 12a of the Fair Labor Standards Act of 1938, 3s amended,
[2) with the pricing provisions of the price stabilization act, and (3) with all other Federal statutes and regulations applicable to the seller.

Interest at len percent per annux ca account nol paid at maluniy

28 MPO - 778"




MANUFACTURI’\IG

A Dhvislon ot Bilack, Shvalls & Bryson, Inc.

[ NS 4 3.
Gl operrsy,

TN

AScbeidary of nacnational Systems § Controis Corporalion

MAIL REMITTANCES TO:

| .
[
PO

INVOICE

BS&B MANUFACTURING

f. 0. BOX 100138

HOUSTON, TEXAS 27093
7:21

CUSTOMER'S ORDERED BY PLANT SHIPPED FROM SO NUMUDER [ QUOTAYION
N ORDER REQUISITION NUM ER
: Velbal My, Ross e, e v /5w B3 3m1020
DATE OF SHIPPED VIA PRE'PD OR COLL., NEAHREST MILEAGE LAROR & MATERIAL REPORT NO'S
DELIVERY STOCKING POINT ORE WAY .
Job Ho. 0H99E
o SOLD o . rtaay ~ SHIPPED
H To o Hilliaw C. Ross To -
. N . Avaitiaz ebhilpoirg iinstueauctions
. P O, Sox 8B COUNTY :
a ¢
LR ! . ] . STATE ’
5 - ® idiand, Tewas 78701 . o : .
f REFER TO THIS INVOILE NUMJIER TN ALY CORRESPONDENCE
~f REP, OR SALES NO, CHG. TICKET NO. INVOICE DATE INVOICE NO.,
.t; -
30-26~75 36515
‘;;; TERMS: NEY 30 DAYS FROM DATE O INVOICE - i Z. ¢t 2 36518
-~ g QUAN, DESCRIPTION UNIT PRICE |[MULTIPLE TOTAL
002 167w 5% 1/8-3-3 PR OPEN WALDED UANVE
ifj ’ 3&3"{.211 7EC‘“;L '\uruqoj_ i 1 q"“r}l i :5 :'4',.‘:( \Tt;;. ;\ 3"(’\7. ﬂ')
% AR RIS S iatet
? AuSO IRCLUDES
g
%Z st 05t FISE YREOD UL LITIAY .
g ;
A i 26 UInI PARYHTED STALT AR B 3 TAEUES !
[ - - ;
z
1 SET NUUBLE WALKWAY RULCUTTS
¢
Lk - o
- § :
;
A HOTE PREIGHT QHANGES TO {oLLGH :
:\ CUSTOMER
NUMBER

. 0530-01 S5,

g, 00

2900 5,345,900
WERGHANDISE WAY NOT BE RETURNED WITHOUT WAITYEN CONSENT AWD. SHPPING INSTRUCTIONS RO THE SELLER
SN HO CASE WILL WE BE RESPONSIBLE FOR LOSS OF CONTENTS OF VESSELS NOR FOR DAMAGES CAUSED BY SUCH LOSSES.

: As to the items covered by this invoice, ihe seifer represents full compliance (1) with Section 12a of the Fair Labor Standards Act of 1938, as amended
: (2) with the pncmg provisions of the price stabilization act, and (3) with all other Federa) statutes and regulations applicable to the seller.

lnteres! at ten percent per mnem on account not paid at maturity.

b . B024 MFG = 2[4

;a I
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Phone (305) 293-9610

1iams

Pe. O gox 86

nidland,

& Hro. Trans

" 4 Hre Trans

G., Ross

Texas 79701

Our Field Receipt

porﬁation from

portation from

500 bble

jocation to

Tank-Rent

”yard‘tb 1ocation

yard

a% New Mexic

~

al 5-day fini

Location

O PRICE |

o TaX

muit

125.00

17,75
17,75 |
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B ’ -t ‘ - .f{ —n INVOICE I .

. D‘ Nigh ' : ' o . ) ‘ .
o e RS00 Pecos Valley Construction, Inc. _ No._ 203

pP. O. BOX 1167
CARLSBAD, NEW MEXICO 88220

FOR.-____‘s'Zil_l._iéﬁ_l_@_‘@__‘__;_.___~_;~__,_____ Date_ . _7=A1 1915

LEASE.__Rozers #l

P s
e o e o - gy s — = ke ———— et

Hooked up mud separator.

H
H

~ j‘ I
7/ =T ¢
17 :
[ i
:

PR ey £ . ;
AV = ;
LR P S ;
i
ez oo et I A Py LT Rkt - - o
J .
Truck No. o - ~ Signed Gy {
SUPERIOR —- Foam NO. 1 e ==t P S ———
< g
. -
’
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R, 0 P i 8 bt s o y ) v" 4
W&LJ;?,Wm&M&MELEGNC%MWJMv‘G:L‘fﬁ.ﬂ

o

A
e AL S et : :
e

T et NG Jﬁg“‘

MG,

e AT

Fel0s” Yalley LONSIruchiv,, .
. 0. Box 11867

__<Day or Night
Phone 505 885-5500

CARLSBAD, NEW MEXICO 88226

k ay . | )
FOR J (L(i(/(/?’h/ /{17/3/ ;

LEASE /Ld(l(/i/) £/

Date

Order No

- Amount

=~ Equipment

Used ‘

DESCRIPTION OF \WWORK PERVORMED

Hours Rate

il Zm LT

JM&C ,Lu) . LL( A /J@@Qf‘

AR

50
(.| 700 2405 | flnhon:
R AW AV /@wj&@w e
,/ZZ: ] a0 ; .
HBY La /A
LI Z 08 |
o F.émployce Tlme " (4_7 j/(ﬂ/}u/a ,
iZ?M_&[rﬂufﬂ ( /’( . | T
‘ & 1 n{"’/’? / l s »

ﬂ . 7] ZA{Z’/&M)

Signed;

Truck No.

SUPERIOR ~—— FORM NO. 1




S {4 & M Rental Toold "

Phone 3062122 - P. 0. Box 1613 i
LOVINGTON, NEW MEXICO 88260

iINvoIcE N? 12539

R a1 e

iy
=
ot
1=
0
=
Y] 2
©
=
<
[0}
0

Charge To:

-Street.or . by !
3 Box Numbear Box 3

N

-8 N - Vs ~rey ) ..
City . !11d13ﬂj . State - o YexXas —

ot
[V
i

Lease _20%EYS Well No. 1 _ Company_ 110Tanco

Pate ) Desc;-iption _ o Unit Price | " Amount

6275 Pental on I cone desander vnit compleke ~52137 .50

Delivery Charze - 3 , . © o 120.09

H % M Servicensn to install-3 hours $11.00 hr. 33.99

Pick vo charge ' : 120.09

Fannie ILee Eitcae11 Ticket Julbhsy 221.72

7 Dax ' 192,49

. u,-
}
0o
&
it
%
b
5
3
£
o
=
-~
£
]
g
3
g
A

SRS

z'“ K
— o
q
|
By
\
'S
L

LPRR e

s | INREMRD PSRN L i R Y L

e » {. . TERMS: Net Cash — No Discount. All charges ave due and payable by the 20th of the mont following date o involce.

CONDITIONS: Rentals will be charged for entire number of @ays cquipment is in use at sald location, also ct‘ar;,\q wili be
_made ot any lost or damaged equipment.

!
Fov o i e
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WAL A g, ....,._'_,r__‘_‘h-‘..... o

T AR AR PEIA SR ar e e e e [_ .

“FRUCKS AND TRANSPoRTs

P. O. BOX 1327 LOVINGTON, NEW MEXICO 83826

" 396202877

. SRIPPER ) CONSIGNES ’
P Lovington yard §  oraunco Rig #£%
a love sirecet ' edm Artesia
SHIFPMENT DISTANCE OISTRICT » H WORK GHEET NO. | CUSTONMER’S CHOVAR N
1.CC. (u} s
INTRA 50 ru*“ #51 Lob Ymith
NOMREG. 3
§ il RSB RN AR AT IR AR ¥ E o S LW
§ uMLmG ADDRESS '. DATE BILLED INYOICE NC. 2
| i and 1 Ren%el ool 3 6-24=T5 4455 :

% BQ - 1“73 - < L KoM ADDREJS "
K Lovington, K. M. 882.0 3
Q. .

-

DA AT A L ST T S S A AT BT A A s SR SR e DR :

DATE ©OF HOovsSNINt SERVICE RENDIXED HOURS OR WEIGHT RATE | AMOUNT 4

£~24~75 FUERYSIE IS bl-: AHD & ULotikd

go bo Lovington: yard -nd lo:d desan ‘gliver A

ans set nt Morsndo ig :

60/70 miles 14,00 - JI0 138,060,
over 15 ton itruck 3 hre=, 30,74 | 92,22
flelppr time & heo. .29 | 51,50
’ ’. - l~o 72

RESALE :

PAYABLE AT LOVINGTO"! NEW MEXICO SUBJECT TO CREDIT REGULATIO.\> OF REGULATORY COMMISSION

- PERMIT NO'S, 1 C.CMmC. 120292; NMS.C.C. 812-1; TEXAS Rn(‘ 5015, :

FBIVE S:P\"CE RE‘JD‘RED SUSJECT TO ALL APPLICABLE LAVWS AND REGULATIONS AND IN ACCORDANCE WITH BILL LADIRG OR CO‘ Td—"‘l‘ WitH YOJ ALL *

FCA3 TAYES AND FED. AND STATE UNEMP. INS. ACCRUING THERZON VL BE PAID BY US. EMPLOVERS REGISTRATION NO.: N, A C2-#773-1, Feo. 85-0152129.
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Charge To: .:-.1113—11 GO- ".‘).OSS

hir e memre e a——

Fhona 376-2322
\ ' LOVINGTON, NEW MEXICO §8260

—— S

P. O. Box 1673

mvoice N

112529

Street or Doe AL
Box Number =72 36

City idland ’ Texas
Lease _103SYS | ) Well No. _ Company__ioranco #Hizg
Date . Description Unit Price

7-11-75| Rental on ¥} Gas HMud eoa*ﬁtov

wh

14" Gate Valve

delivery Cherge for senarator

Delivery Charge for 6% vent

o~ |¥Welder to install separator

~131 hours

Dick vo charse on 69 vent line

lougstabout crew to disconneet seonaratosr

“snd uaboli 6" vent line

o)
DO
[
€D
*
JL
Q

~J
O
.
v

Y

Total

'ero 4]

P
— & -__?. prates

TERMS Net Cash — No Discount. All charges are due and payable by the 20th of the month followmv date cf involce.
CONDITIONS: Pentals will be charged for entn‘e number of days equipment is in use at said-location, t\lso ‘charges will be

wmade for any lost or damaged equipment,

(ol
-
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LAND & MARINE RENTAL COMPANV

For Rent: Drilling, Completion & Production Tools
8700 TESORO DRIVE SAN ANTONIO TEXAS, 78285
PLEASE REMI

2/823-6211

) T.TO: P. O. BOX 86 . SAN ANTO\HO TEXAS 78291

. [ORTE SHIF D D..NG; DEW DATERe nzmmso ‘aztuzvzﬁvﬁ*“'“““*‘“mrm?ff‘
| 8-4-75 7099 I _L&M — - : ‘09 2
csa‘o‘s“aav . Fg\sm.wz LM cguma =23 &LN%%E:::QD ] ‘*"u#%fﬁg’é‘éé
i, Q' Bryage Rogers #1 — Mindgum 9-15-75.
T . BILLING. - | BILLING _ff’?ﬁ‘kﬂ%"?'éﬂc' X

: ) °® o . . ' SHIp ) - )

= CHARGE W. G. Ross o L A T -/Same )

& ° P.O. Box 86 L 3

TO

; - Axtesia, NM
Yo  Midland, Texas - 79701 S R

! R R _

i

f 1 ¢ 7" Shaffer Double Manual BOP #7554

1 - “W/2 3/8 Ranms #18570 & Bllnds 13485
Studded 6"900 . .

Weas o orrms 1

Y 67900 Studs & Nuco

i
>
o
[ ]
jo
LS .
i
o
(=
(=]
[~}

L f B
R LT T

1 ’ Set Trl Angle P1pe Racks

=
w
-~ - '
=)
o
S

w
N
. O
R
.
[}
(=]

2 3/8 8Rd Safety Valve #9509 W/Handle
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TO SALE:
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<
o mnes

A e T e
‘

i
o

R-45 Rubber Ring Gaskejy S AR !34.10Ea, ;- ! 68.20 !

1

\ {p’ P S
TO FREIGHT: ’

_ . _
Dellvery Per L&M : : &' - €

o
e ta s m—

6090'5t
Return Per L&M S ' ' i 1o : :

S TR A A A e

1.
- PR
[]
.

e S IR T T 470.00°
T |

10,% . 4% New Mexfico State Tax 8. 80

OQ &L%% | : ‘ o 4ss. 80

e ey s gl s,

H
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4

i [l
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o o . . . L . o . o _ L - mc-. n ‘ . )
‘ ____R@529 o N, | DESTiNATION: ¢ - ' #o. 0o [ I
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ACCEPYED UpON TERMS, CONDITIONS AND PROVISIONS EXPRESSED oN REVERSE SIDE HEREOQF TO WHICH REFERENCE 15 HERE MADE,
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30 Tays Rental on @it Level Recordor #248

it N S e ————— ——— I Y (T

L __..Phiaras £602-566 - 39 ’ 2_0-25./' ‘ N  bo7lso

\
¥y
et g

i
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BEFORE EXAMINER STAMETS
B i, G. ROY _ OlL CONSER\/ATK_)N'C_QMM&;?S\ON
OTi, IRVESTUENT. - ?o‘s_f_‘/EXi-ilB!T NO. ¢/

BOX 86 - !
CASENO._ 522

s

MIDLAND, TEXAS 7970L
' | Sybmitted by;_,)")),_. g |2 sy

ST THNTE cHadring Date DATED NO¥ L3N
I et |

TR

e e

LISt OF TWOICES AND CHARGES paID AFTER 8BS
] ME(ICO CGOISERVATION c o I33108. AlD PR O T

1975, FCGIARDED TO L%

DALS OF ' ,

CECK - THVOXCE DUR A PATD TO

11-26-75 Rose Gravel Cc. gcravel for tank battery grade, 874.39
Frank C.’ atyrech Trucking Company - Trucking charge :
ssa bo locabion. k.60

11-26-T5
" from Ode

11-26-75 - o'Briant Engineering Co, ~ Cffice % Field Supervision

. during drilling and complet)'.‘on'of well . 52,65

_ Taterest on past due acct. 6.23

1i.d-Continenb Supply Co.

.. Tavoice F1-0554,
ells, ebc. u3

11-13-75. 1ine
sd in connaching A
i sc

R

1-6-76
5,212

) - ynion Supply Co.
) . pipe, ninples, £langes,
)) up woll. .
) . Ynion Supply CO. = Tavolce #1-055k ~ 11-1h-75. i
) Connections used In hooking up well, 269,36

ci cs-22lh.

CREDIT 10-8—-75; tinion Supply CO. o,
Return of casing. . (286.03)

‘ynion Supply Co. Mo, Cii G5-22h5.

GREDIT 10-8-T5. -
qeturn of casing. (125,98
Stevens-Roach Tant Taber, trucks, and i
equipment used ©o sev and hook vp equipment- for well
This anpunt also includes 21,648,005 for 2 fiberglass
pank and 32 ,30h.40 for a"’}\zelson”ﬁan—-:)—‘-;-ﬁatic safety

valve for woll-head Xwas Tree. 6,100.58

1-6-T6"

ce Yo, 9704, 10-30-T5.
Use of D=5 & p-6 Dozers’, suip grucks, dirt, water and
trecks, and labor to bust oub pits, pick up plastic and
1oad and haul off to Rogers: :
oo, 69,552,82

prash, rush up mud,
push up fill dirt, haul to £i11° in pikS
gitch.

wild bank grade,

1676 Cénétruc_tion Go. Iniioi

reservoir.
clean o cement

vlade grade,

62

63

éh

CHK. .

BT, PAED 1o,

6

' no. 9770, 11-30-T5. ’
" 96,20

ot Co, Invoice
aitch and back
nce., Tavoice dated 11~25-15. )
Jiability. 600,
Tnvoice Mo, 30650 C, dated . ‘
onal walkway = painted . ofs,  315.C0

queatt Construct
£11) wibh a- backnoz.

1-6-76
pig oub pipaline
ghnnny  Joanson Insura
mercial Catastrophe

1b-T6 J

Com

R RREER R

- .
- 1-6-76 . Bs&B Manufacturing.
- 12.8-75, 9t -of additd

vl

Cray Punping service. .Sup’ei"visién‘bf"insballaticn of .
producing equipment. ’ ' 104,62

1-6-T6

_—

68

9

74
70

T

(N
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BEFORE EXAMINER STAMETS
OIL CONSERVATION COMMISSION -

[MIDLAND ; TRYAS 79(01

drilling hell and’ 5 months - suoervision at $165,00 per

month, I.ucust 13 1975 tnroucn Jam,ar'y 13, 1976 equa‘ls :
: 5,5975.00 for a t0ua1 of -~ _ _2,869.00

TOTAL

RS
L

,jgj/

7,122,7h

Ross EXHIBITNO_> . pruppy 21, 1976
CASENO._ 562 2~ SR g y
‘ L ‘ Yoo D — In re: Eddy Count New Mexico
| Submitted by_ BLL\ R"‘" — l : ..m -G Roobsf’h &. Q. -Rozers Comm.,
Hearing Date_._ 2. - - 7.4 ‘ /h SL/L Section 3, 18~Souuh 26—533’0 e .
. S WGR
TTUDATE T o : E : " CHE,
PAID - DIVOICE DUE TO: S y 'v'm-ff. PAID  NO.
1-6-76 . Sweatt Cons;,raétion Co. Removal of p1n° lmm anc cover- . .
L : :mo of ditch, :mcludmflr haulmo in dlrt T 895,20 e
1-8-76 ] 'VH1nk1e Flrm‘- A11 p‘mne expense in regard to tlule work 218,83 .'75
'1~16‘-7.6‘ "'E" Lwr L:Lbrary Aero.c com.es. '7.88 __76-,?;'-_-_4
_1—-16--76 '__~Remuaa 011 & Gas Co. - Xero.{ cooles. : - 2,55 77
. 1-16~T6 '_’,fReadmg & Bates 0il and Gas' 00. . Refund of' delay rentals- R, 2
AU pa).d by R&B for s’nut in gas royal by - S _ : Who63 . 78
C1-16-76 ‘ Sweatt Constructlon Co. Invoz_cn 1‘9858 Dig ou’c. and 1oad' = LT
A v.t_‘-co'lcrete 1rr1gat10n ditch ~ which had been bro.cen. And to . L
_ . haul in dlrt and f111 dltch and blade. 366 3l 7
- 1-29-76 - B. E. Wolfe & Company, Resusll, - Ditch and lay 611 of concrete S
- - .0 irrigation ditch, L tle-ms, 3 turns, 3-22" Spanson Headgates, s ,
:ccncrete dltch handword labor and nauerlal "3,11..-. 81
..Lm. ¢. Ross - \s‘ell Oo°rator - bl 891; 00 supsrvision of




i ..,m.da.;uv-‘.»n s

vk

. .Ilot! 2 - hoozl Ac.

- gf2 SECTION 3 POWNSHIP 1B-SOUTH, RANGE26 -EAST

"(ALSO graa AS loT L &2 & s/2 e/l & SE /)
" CONTATNING 320,31 \CRES, MORE QR LESS

TERACD 3 IMC>
RoadHayz -7’4(:._

1ot L - L0 ;16 Ac.

R gq) o5
HANSON o1L £TAL |- READING & BATES = 7 - -

: Pe 7"13"78 - TXPs h—-l-?é
1/6th royalty ~
o , rcres Hanson oil & Gas et
Jgn 6-13 ; -

5 7 Total

ase descrlbed as se descrlbed

the Wesb glyl.2 feeb | L 603 feel © the &

of the M=

Both jeases 3/

—0
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KENNEDY FARMS PROSPRCT

Hoc
GLEN CLEY

EMMA L. EVERTSON
ROBERT B. GATES
SEARCY C. cLASS
WALTER GRANBERRY
W. L. GRAY
FRED»&. HANSEN

CHARLES K. JOHNSON

Rl

RENVEDY OXIL COMPANY
| HAROLD KERSEY
HARQLD KIOUS

W. T. LOYD

W. W. MCCLELLAN
L..3. REISCHMAN

w' J. SWEATT |
REAGAﬁmg SWEET
HARK L. TERRY

T, E. VANDIVER

A. J. VASILAKIS

it WESTERN OIL PRODUCERS INC.
BASIL R.HWILLIS

WRIGHT PETROLEUM, LIMITED

"
ik

AR A

ﬂ_3.00

" 25.00

1.00

-1.00

-1.00

2.00

3.00

1.00

1.00

1.00

10.00

3:75

1.00

.75

1.00

1.00

3.00

1.00

4.00

"o 75

400

25.00

2.00

TAMETS
RE EXAMH\FR s -
(\liBE‘FgﬁfH’\’f\i !ON COMMIZSION

?Oss ;\1 4‘1,,& f\r‘) ‘7

" — |
| ‘Hs;\fﬁh@-* wwﬁ_)\ -

| Miutng Dute__E= )14 J |
g v - ‘
T L et ‘ ‘ -
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pDecembex 29, 1975

0il Consérvation commission
P.E.R.A. puilding : |
ganta Fe, New Mexico 87501 , -

g a2 2

Re: HApplicatién'bf William G. RoSS

Gentlemen: .
} Enclosed find protest to actual well costs filed :
: by Texaco in Case $5436. E
, f
gsincerely _ 2
[ 71 ; ‘
iy e R
e e
BOOKER KELLY
:
v )
o BK:m3d
Enclosures !
%
|
¢ ‘
1
E L.C. White
§ Surmer S. Koch
3 T e William Rooker Kelly
i John F. McCathy, Jr.
- : Kenneth Bateman
i Bm;amnl’}ulhjx

Ronald M. Friedman _

Attorneys and Counselors at Law

IS

. 220010 st., P.O. Box 787, (505)982-4374,‘Sm1ta Fe, N.M. 87501 — PO Drawer E, (505)758-4338, Taos, N.M. 87571
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

|APPLICATION OF WILLIAM G. ROSS FOR .
- |COMPULSORY POOLING AND AN UNORTHODOX ’ CASE NO. 5436
i » . ' GAS WELL LOCATION, EDDY COUNTY,
! : NEW MEXICO.

i

H : i
i - |

NOTICE OF PROTEST

COMES NOW Texaco, Inc., owner of a 2.185 percent working

interest in the gas well pooled under Case No. 5436 and pursuant

T T T

U to Order No. R-4980, files its protest to the actual well costs
uu,% subnitted By thevéperator tocTéXacb.

2 E - :

Wi Texaco objects to the risk fagtor claimed to be applicable |-
% M W SREEEsTT e ses—— -

f § to all expense items beycnd the wellhead and specifically to
£ . —
E those items covering Rental of Surface Equipment, Gas Production

s

Unit, and Storage Tanks.

Further, Texaco objects to the 1nclus1on as a reasonable

G A EONE G A

onm Ty
well cost of all estlmated items and all expenses 1ncurred defined
hill ) 7‘ A Lo S
g as legal eXpenses.
: Texaco requests that this:matter be set down for public
> : o hearing and shows the Commission that a copy of this protest
?1 : has been méiled to the operator, William G. Ross, P.\Q. Box 86,
: C Midland, Texas 79701. NEP
he™

ocﬁﬁy\

R

| 24

WHITE, KOCH, KELLY & McCARTHY

e, 1)

BOOKER KELLY L
Attorneys for Texaco Inc.
P. O. Box 787

Santa Fe, New Mexico 87501
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O BEFORE THE OIIL CONSERVATION COMMISSION

OF THE STATE OF NEW MEXICO

APPLICATION OF WILLIAM G. ROSS FOR ' -
. COMPULSORY POOLING AND AN UNORTHODOX - CASE NO. 5436
. . : ‘GAS-WELL LOCATION, EDDY COUNTY, ‘
' NEW MEXICO

NOTICE OF PROTEST

N : | t" ” COMES NOW Texaco, Inc., owner of a 2}185 percent working
| : f ;inferest in thefﬁae well pooled under'Caee.No. 5436 and.pofsﬁant !
lk{?i; - %to order No. R-4980, fiies its protest to the actual well coets 3

o %submitted”by the operetor to Texaco.

Texaco objects td the risk factor claimed to be applicable

tto‘all expense jitems beyond the wellhead and specifically to

l

those items coverlng Rental of Surface Equlpment, Gas Production

AR AR LA WA e

Unlt, and Storage Tanks.

Further, Texaco objects to the inclusion as a reasonable

R RS R e

iwell cost of all estimated items. and all exgenses incurred deflned

SBAC

'as iegal expenses. a :
Texaco requests that this matter be ‘set down for publlc

Ehearing and PhOWS the Comm13310n that a copy of this protest(;f

| 3
’has been mailed’ to the ‘operator, William G. Ross, P. O. Box 86,

BN S LM L TR

B s AR

RN,

.Mldland, Texas 79701.

|I
4

i LA TR

T S WHITE, KOCH, KELLY & MCCARTHY
? . - ; | i

j
53, i
[N % .‘!, ,(‘. l LA\_
e ' . BOOKER KELLY
5 i . Attorndys for Tekaco Inc.

. : ’ : » P. 0. Box 787
ﬁa,'» ‘ % " . _ _ Santa Fe, New Mexico 87501 .

N
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" LO“SETMHFC BEFORE THE OIL CONSERVATION COMMISSION
'OF THE STATE OF NEW MEXICO

pe

APPLICATION OF WILLIAM G. ROSS FOR _ ,
COMPULSORY POOLING AND AN UNORTHODOX : ° “CASE NO. 5436
GAS WELL LOCATION, EDDY COUNTY,

'NEW MEXICO.

NOTICE OF PROTEST

g ; A COMES NOW Texaco, Inc., owner of a 2.185 percent working

%
3

#
E

T E
.
3
z
xr
g
S ?
&
3
3
¥
3
B

‘interest in the gas well pooled under Case No. 5436 and pursuant :

ito Order No R-4980, files its protest to the actual well costs

'*’?submltted by the operator to Texaco

Texaco objects to the risk factor claimed "to be applicable
‘to all expense items beyond the wellhead and specifically to : §<
%those jitems covering Rental of Surface Equipment, Gas Production
iUnit, and Storage Tanks. ) , | %\
o Further,. Texaco objecté to the inclusion as a reasoﬁable
fwelljcost of all estimated items and all expenses incurred definéd.
,;as legal expenses; ‘

Texdico requests that this matter be set down for public

fhearing and shews‘the Commission that a copy of this prOte§t

fhas been mailed to the operator, William G. Ross, P. O. Box §6,

‘Midland, Texas 79701.

B AR TR

Qe IR

e

:? ; | | WHITE, KOCH, KELLY & McCARTHY

. ! - :! /!» rr‘: N :
' ‘,\ J'/ "’!fl" 1N i
Ny - . /(’ ‘\/[& i, : :
) BOOI{ER KELLY i
Attorneys for Texaco Inc.
P. O. Box 787
Santa Fe, New Mexico 87501
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Docket No. 5~76

Doskets Nos. 6-76 and 7-76 are teatatively set for lieaving on Februery 18 and Mareh 3, 1976. Applications fdr
hearing nust be filed at least 22 days in advance of hearing date.

DOCKET: EXAMINER HEARING - WEDNESDAY -~ FEBRUARY 4, 1976°

9 A.M. - .OIL CONSERVATION COMMISSION CONFERENCE ROOM,
STATE LAND OFY(CE BUILDBING ~ SANTA FE, ¥l MEXICO

The following cases will be heard before Richard 1. Starets, Fxaniner, or Daniel S. Nutter, Alternste Exaniner:

CASE 5620:

CASE 5357:

Application of. Champlin Petroleum Cowmpany for a waterflood project, Roosevelt County, New Mexico.
Applicant, in the above-styled cause, seeks authority to institute a vaterflood project in the
Chaveroo-San Andves Pool by the injection 6f water into the San Andres formation through its

Farrell Federal Vell No. 4, located in Unit P of Section 30, Townshlp 7 South, Range 33 East,
Roosevelt County, New Hexico. Applicant further seeks an administrative procedure for approval of
additional wells at standard and non-standard locations within the project area.

(Reopened)

~

CASE 5621:

/-‘.
CASE 5622:

CASE 5623:

' CASE 56241

CASE 5625:

CASE 5626:

In the mattér of Case 5397 heing reopened pursuant to the pro . Order No. R-4949, which order
established the North Burton Flats-Wolfcamp_ fias Pool, Eddy-County exico, and promilgated
speclal pool rules therefor, including a nrov1sion for 320-acre spacing and proration units. All
interested parties may appear and show cause why said special pool rules should or should not* remain
in effect, -

Application of E1 Paso Natural Gas Company for downholie cormingling, Rio Arriba County, New Yexico.
Applicant, in the above-styled cause, seeks approval tré ccmmingle Basin-Dakota and Blanco-Mesaverde
gas production in the wellbore of its Jicarilla 1193 Vell Mo. 4, located in Unit H of Section 6,
Township 26 North, Range 4 Vest, Rio Arxriba County, New Mexico.

Application of Texaco for determinationr of charges and costs, Fddy County, YNew Mexico. Applicant,
in the above-styled cause, seeks the detewmination by the Commission of reasonable well costs, and
the applicability of the charge for risk to certain items of expense, for the William G. Ross AL D,
Rogers Well No. 1, lecated in Unit P of Ssction 3, .Township 18 Soi:th, Range 26 East, Fddy County,
Mew Mexico, to which is dedicated the Ef2 of said Section 3, said lands having been pcoled by
Commission Order No. R-4980.

Applicétion of Amoco Production Company for salt water disposal, Fddy County, Mew Mexico. Applicant,
in the above-styled cause, seeks auythority to dispose of produced water by injection into the lLowar
Delavare formation throuOh the ﬁerforated interval fram-2236 to 3400 feet in its 014 Indian Draw Well
No. 4, located in Unit 1 “of Section 18, Tovnahxp 22 South, Range 28 Fast, Indian Draw-Belaware Pool,
Eddy County, New Mexico. :

Application of Harris & Walton for salt water disposal, Lea County, New Mexico. Applicant, in the
above-styled cause, seeks authority te dispose of produced water into the Yates-Seven Rivers foraa-
tion through the open-hole interval from 3507 feet to 3761 feet in its H. Hhirten ¥eil No. 1,

located in Unit C of Section 4, Tounship 24 South, Range 36 Fast, Jalrat Pool, Lea County, New lexico.

Application of !blter . Xrug dba Wallen Production Co. for an exception to Order R-111-A, Lea
County,- New Mexico, Applicant, in the above-styled cause, seeks an exception to the Potash-0i1 Area
casing-cementing rules for his Wallen Fee Vell Yo. 1, located 330 feet from the North line and 990
feet from the West line of Section 28, Tovnship 20 South, Range 34 East, Lea County, MNew Mexico,

to permit conmpleting said well with a shallow~cavings string cerented in and with 7-inch production
casing to the top of the pay and a & 1f2-inch liner through the pay, all cemented to the surface.

Southeastern New Mexico nomenclature case calllng for an order for the creation, abolishments, and
extension of certain peols in Eddy and Lea Counties, MNew Mexico.

{a) CREATE a2 new pool in Fddy County, YNew Mexice, classified as a Qas pool for Strawn productien
and designated as the Carlsbad-Strawn Cas Pool. The discovery well 1is the Belco Petroleum Corpora-
tion Union Mead Com Well Ne. 1, located in Unit H of Section 8, Township 22 South, Ranpe 27 Fast,
KMPM. Said pool would comprise:

TOWNSHIP 22 SOUT?L RANGE 27 EAST, XMPM

Section 8: All

Section 17: K/2

(b) CRFATE a néw pool in Eddy County, Yew Mexico, classified as a gas pool for Morrow-production
and designated as the Xast Carlsbad-Morrow Gas Pool. The discovery well is the Champlin Petroleum
Company Pecos Federal Well No. 1, located in Unit C of Section 1}, Township 22 South, Panpe 27
Fast, NMPM. Said pocl would comprise: ’

TOVNSUIP 21 SOUTH, RANGE 27 FAST, NMPM
Section 35: All
Section 36: W/2

e T,
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! TOWNSHIP 22 SOUTH, RANGE 27 FAST, IMPY
A . Section 1: N/2 °
o . 5 - Section 2:  N/2

. . (c) CREATE a new pool in Fddy County, Yew Mexico, classified as a gas pool for Strawfi production
» and designated as the Fast Cadsbad-Strawn fGas Pool. The discovery well is the Champlin Petroleum

i Company Pecos Federal Well No. 1, located in init C of Section 1, Township 22 Séuth, Range 27 East,
NMPM. Sald pool wvould comprise:

oo . : TOVNSHIF 22 SOUTH, RANGE 27 FAST, INMPM .
o Section 1: N/2 —

i i » : (d) CREATE a new pool in Fddy County;»tew Mexico, classified as a pas pool for §ir£wn production
4 and ‘designated as the La Huerta-Strawn Gas Pool. The discovery-well is the Cities Service 01l

T

LI Company Tracy A Con Well ¥o. 1, located in Unit C of Section 33, Township 21 South, Range 27 Fast,
DG NMPH., Said pool would comprise: -

: TOUNSHIP 21 SOUTH, RANGE 27 FAST, NMPM -
‘ Section 33: N/2 :

{e) CRFATE a new peool in Lea County, New Mexico, classified as an o0il pool for Pennsylvanian
production and designated as the Monombre-Pennsylvanian Pool. Szid poel would consolidate the
vertical limits and acreage of the abqlisﬁéﬁ Yonombre Lower-Pennsylvanian, Nononbre Middle-
.Pennsylvanian and the Nonombre Upper-Pemnsylvanian Pools. Yew pool to be governed by the rules
of the abolished Nonombre Lower-Pennsylvanian Pgol under Order R-2929. Said pool would comprise:

TOWNSHIP 13 SOUTH, RANGE 34 FAST, NMPM
Section 32: Aall

(f} CRFATE a new pool in Fddy County, ¥ew Mexico, classified as a pas peol for Morrow productich
and desipgnated as the Robinia Draw-Morrow Gas Pool. The discovery well is the Americad Quasar
Petroleun Conpany of Yew Mexico Robinja Draw Unit Vell No. 1, located in Unit K of Section 7,
Township 23 South, Range 24 Fast, “R4PM. Said pool would conprise:

TOUNSHIP 23 SOUTH, RANGE 24 FTAST, WMPM
Section 7:  W/2

H . (g) CREATZ a rew peol fn Lea County, MNew Mexico, c¢lassifiecd as an oil pool for Pennsylvanian
i production and desighated as the Yorth Sanmal-Pennsylvanian Pool. ' The discovery well is the

: Dalco 0il Company Bell 17 State ¥Well No. 1, located in Unit & of Section 17, Townsip 16 South,
Range 33 East, XMPM. Said pool would corprise: ;

TOLNSHIP 16 SOUTH,; RANGE 33 FAST, MMPM
Section 17: NF/4

-

(h) ABOLISH the Nononmbre Lower Pennsylvanian Pool in Lea County, New Mexico, described as:

TOWNSHIP 13 SOUTH, RANGE 34 FAST, NMPM
Section 32: SW/4

(i} ABOLISH tlie Nonombre Middle-Pennsylvanian Pool in Lea Céunty, New Mexico, described as:

TOUNSHIP 13 SOUTHE, RANGE 34 FAST, MMPM
Section 32: E/2 WW/4 and W/2 NE/4

'(j) ABOLISH the Norombre Upper-Pennsylvanian Pool in Lea County, NewkMexico, described as:

TOWNSHIP 13 SOUTH, RANGE 34 FVAST, NMPM
Section 32: E/2 and S¥/4

(k) EXTEND the North Benson Queen-Grayburg Pool in Eddy County, New Mexico, to include therein:

TOWNSHIP 18 SOUTH, RANGE 30 FAST, NMPM
Section 32: §/2 NE/4 and XNV/& SW/4

(1) EXTEND the Burton Flat-Morrow Gas Pool in Fddy County, New Mexico, to include therein:

: TOVNSHIP 2) TRUTH, RANGE 26 FAST, NMPM
: Section 12: S§f2
Section 13: F¥f2

\ s TOLNSHIP 21 SOUTH, RAMGE 27 FAST, NMPM . e
: Section 2: Lots 11, 12,13, 14 & Swia '

) Section 15, 16, 21, 22, & 28: All
. Section 33: /2
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(m) EXTUND the purton Flat-Strawi Gas Pool in Lddy Countys New Mesico, tO include therein:
TONSILE 21 SOUTU, RANGE: 97 FAST, N
Section 15t All
‘ (n) EXTEND the South carlsbad-torrov Gas Pool in tddy County, New Mexico, to include thercin:
: Towmssniy_22 SOULL _pAGE 27 BAST, YPH
Soction 3: N/2
l Section 4: ALY
i section 5: Ef2
v secticns 83 g9, 17 & 18: All
N section 20: W/2
; (o) IXTEND the Eagle Crecﬁ—San Andres Pool in tddy County, New Mexico, to {nclude therein:
: H TORRSHIP 17 SOUTH, RANGE 25 FAST, WMPM
: Soction 13: N2 Ww/4 -~
« Lé (r) EXTIND the Eunont Gas pool in Led County, New Mexico, to include therein:
; TOUNSIIP 21 SOUTH, RANGE 37 EAST, PN
A 3 / Section 33: /b and SW/4 nE/4
E ‘-E {(q} EHTESD thé>Los Medanos-Horrow Gas Pool in Eddy County, \ew Mexico, tO {ncludc therein:
: A e ' '
o8 TOWNSHIP 23 SOUTH, RANGE 31 EAST, HMEM
; Section G: Ef2
f‘% (x) ENIEND the Lovington—?addock Pool in Lea County, New tfexico, tO include thereint
3 TOANSHIP 17 SOUTH, pANAE 37 EAST, WUEM
) % Section 3% XW/h
3 Section 4: NE/&
% (s) EYTEND the Nbrth Vacuum-Abo Pool in lead County, lew Hexicé, to include therein:
E TOWNSHIP 16 SQUIH, RANGE 34 FAST, PN ' : o
é Section 36: SE/A
;oyssHLp 17 SOUTH, RANCE 3% EAST, I
£ Section 9: S '
. % {t) EXTEND the,Vada-Pennsylvanian Pool in Lea County, New Mexido, tO include thexein:
¢ oNNSHIP 9 SOUTH, RAX (GE_33 FAST, MNP
3 Section 11: E/2
3 (u) EXTEND the Nantz—Granitb wash Pool in Lea Counﬁy, Lew Mexico, to include therein: :
% ]
TOWNSHIP 22 SOUTH, RANGE 37 7 £AST, RPM
Section 14: RE/ &4 [
; (D) CONTRACT the Tndian Basin-Morrow Gas Pool in Eddy County, New‘ﬂexico, by the deletiofi of the follow-
% ’ ing described lands: .
TOWNSHIP 20 SOUTH, RANGE 25 EAST, NMFM
3 cections 31 & 32: All . “
. ) : TOWNSHIP 21 SOUTH RANGE 24 VAST, LN
: [ Sections # & 5: Al
k 1< ) (uj EXTENb the Cemetary-Horrov Gas Pcol in Eddy Count), Liew Mexico, €O {nclude, the following descriﬁédb
£ jands:
i
FOVNSHIP 20 SOUTH, RANGE 25 _TAST, WP
‘. ; ] ) Sectivn 31: All :
B Section 32: Wiz :
: TOWNSHIP 21 SOUTH, RANCE 24 £AST, NP
3 Gections & & 5: ALl
& ;
‘ %
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" ,CALLED BY THE OIL CONSERVATION

BEFORE TRy "RVATION COMMISSION
- OF Th. +F NEW MEXICO

IN THE MATTER OF THE HEARING

iCOMHIoSION OF NEW MEXICO FOR
ITHE PURPOSE OF CONSIDERING:

CASE NO. 5622

@(OW‘ | Order No. R- GIS’Q

APPLICATION OF TEXACO INC. FOR
DETERMINATION OF CHARGES AND COSTS,
BDDY COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSTON:

This cause came on for hearing at 9 a.m. on February 4 '

13 76 , at Santa Fe, New Mexico, before Examiner Richard L. Stam»ti

o |
NOW, on this day of March : 1976 ., the Commission,

a quorum being present, having considered the testlmony, the record,
and the recommendations of the Examiner, and being fully advised
in the premises, .

FINDS:

(1) That due public notice having been given as required by
law, the Commission has jurisdiction of this cause and the subject
matter thereof.

(2) That by Order No. R-4980, dated March 11, 1975, the

Commission pooled’allsmineral interests, whatever they may be,

in the Pegnsylvanian formétion undérlyfhg‘the E/2 of Section 3,

et i e - s~

Township 18.South, Range 26 East, NMPM, Eddy County, New Mexico,
to form a standard»320—a¢re;gas spacing and proration unit to be
dedicated to a well to be drilled on said unit Py William G. Ross,
ihereinaftex re%erred to as “Ross," who was named by said order as

;i ) i
ioperator of the well and unit.

e e
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Ihis share of estimated well costs within cevtain specified time

_jdetermine reasonable well costs.

il case No. 5622
! order No. R-

(3) . That said order also provided that if any nor=~consentin(

working interest owner should not have paid to operator {Ross)

and charges from production:
(A) The pro rata share of reasonable well costs
attributable to such non-consenting working
interest owner. -

(B) As a charge for the risk involved in the

drilling of thé'well, 200 percent of the

| pro rata share of reasonable well costs
attributable to such non—consenting‘workiﬁg
interest owner.

(4) That subsequent to the issuance of said order, Ross
did d:ill'the A. Q. Rogers Well No. 1, located in Unit P of said
Sécﬁion~3, and completed the same capable of producing from:the
Morrow formation on August 13, 1975.

(5)1‘Thét TexacoLInc., hereinafter referred to as "Texaco,"
did not pay its share of estimated well costs within the
specifiéd time limits, and thereby elected to have withheld from
pr;duction the costs and charges described in Finding No. (3},
paragraphs (A) and (B).

(6) That pursuant to the provisions of said Ofder No.
R—49§0, Ross &id on November 13, 1975¢A£urnish to Texaco as a
non-consenting working interest owner in the pooled unit and the wd
thereon, an itemized schedule of the actual well costs.

(7) That Order No. R-4980 provides that the actual well \
costs shall be reasonable well costs unless objeétion to such

actual costs is received by the Commission. Further, that if

objection to such actual costs is received, the Commission will I

limits, then Ross would be authorizedAtb withhold the following_co$ts

11
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(10) That included

(8) That, on December 31, 1975, Texaco f£filed with the commis-

he actual well costs submitted py Ross to

(9) That the statement of actual costs paid to aate

' 1975, totalled $372, 650. 92, in addition to which ROSS

gental of gsurface EquipmenE

Storage Tanks

(ll)

ellhead.
1 (12)
s enritled
1,834.24.
(13)
00 percent

ncurred in

ercent risk factor to these itemsy which are down—stream fyom the

{gted "ADDITVINAL ESTIMATEP E*?W“f?] rotalling $16,100.00

a in the actual costs to date are three

i tems totalling $26,883.59, said items peing:

$ 7,354.59
14,181.00

5,348.00

That Texaco goes not question the reasonableness of the

foresald costs, but does question the a@ﬁiicability of the 200

That a fourth item 1ncluded in the actual costs to date

vLegal Expense to pate," . and is in the,amount of

That Texaco does not object O the appllcability‘of the

risk factor to the aforesald 1egal expense T4if it was

the forced pooling action.

(14) That of the three items undex n spDITIONAL ESTIMATED
XPENSEES]“ toaarllng $16, 100 00, only one item, vjegal expense-
\perdtlng Agreements—D1v151on Order Title Examlnatlon etc. \

\ (15)

nd the remaining two jtems are presumed to be reasonable \

7,300. 00“13 questloned by Texaco as peing & reasonable expense: \

ending actual pilling and receipt of invoices.

that the first two»paragraphs of Section 65-3-14,

ubsection (c) NMSA 1953 Comp. provice that “(c)v When two (2) or

ore separately owned

tracts of land are embraced within & spacing A

ﬁr proration anit, O where there are owners of royalty interests OA

ndivided interests in oil and gas

oxr any combi

nation»thereof, embraced w1th in such spacxng or proration :

minerals which are separately owqed

\
|
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Wwhich it applies and designate an operator for the unit. All

have been conducted upon each tract within the unit'by the owner

Case No., 5622

Order No. R~

unit, tﬂe éwner or owners thereof may validly podl their interests
and'aevelop their lands as a unit. Where, however, such owner

or owners have not agreed to pool their interests, and wherg one
such separate owner, oxr owners, who has the right to drill has
drilled or proposes to drill a well on said unit to a comm6n source
of supply, tﬁé Comﬁiséion, to avoid the drilling of unnecessary
wells or to protect corfelative rights, or to prevéﬁtrwéste, sak
shall pool all or any part of such lands or interest or both in
the spacing or‘pforation’unit as a unit. \ |

All orders effecting such poéling shall be made after‘notice
and hearing, and shall be upon such terms and conditions as are
just and reasonable and will afford to the owner or owners of each
tréct or intere#t in the unit the opportunity to recover or
régeive without unnecessary expense his jusﬁ and fair share of the
oil or gas, or both. Each order shall describe the lands included

in the unit désignated theréby, identify’the!pool or pools to

operations for the pooled o0il or gas, or’béth, which are conducted

bn any portion of the unit shall be deemed for all purposes to

oY owners-of such tract. For the purpose of determining the
bortions of;production ownedly the persons owning interests in the
pooled oil or gas, or both, éuch production shall be allocated to
the respective tracts within the unit in the proportion that the
muﬁber of surface‘acres included within each tract bkears to the‘

humber of surface acres included in the entireée unit. The portion

-z

bf the nroauctlon allocated to the owner or owners of each tract

?rov1des that "Such pooling order of the Commigsion shall make

éeflnlte p10v1310n as to any owner, or owners, who elects not to pay

i

1 i
3

l

r 1nterest lncluded in a well spacing or proration unit formed by
poollng order bhag‘f when produced, be con31dered as if produced

%rom the separately owned tract or interest by a well drilled

#hereon.
secand
(16) That the-th&*é—paragraph of aforesald{ﬁubsectlon (c)

y
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well, and also providing for. withholding actual experditures

;r5eing synonymous to the”cost of development"of the pooled unit,

Order No. R~

his proportiohate share in advance for the pro rata reimbursement
solely out of production to the parties advancing the costs of
development 1§ﬁphuséﬂ—added}.and operation which shall be limited

to the actual expenditures required for such purpose femshaecis

addedd . . . . . . . and may include a charge for the risk
involved in the drilling of .such well fempheasts—added} which
charge for risk shall not exceéd two hundred percent (200%) of the

ron-consenting x@x owner or owners' pro rata share of the cost of

Se N_.& - B B
(17) ‘That the aforesaid -thixé paragraph of>gubsection (c) )«

in providing that the order of the Commission may inclide a 200

percent charge for the risk involved in the drilling £r of such

required for such purpose, ie obviously relating such well and
such purpose begk to the original precept of this paragraph, i.e.,
lithat the order shall make provision for the carried interest
owner to compensate, i oﬁt of production, the parties who

advanced the costs of development of the pooled unit; in other

words, that the "costs of development”of the pooled unit are

synonymous to the"cost of drilling and completing“the unit well,

f

and are. to bhe compensated for out of production.

(18) ‘That the®cost of drilling and completing” the unit well

it then follows that inasmuch as the cost of drilliﬁg adgd and

completing the unit well is subject to the authorized risk factor,
3g‘:.he cost of development of the unit is also subject to the

| .

Puthorized risk factor.

i

< . , \ v .
drilling and complet’ing -Eempha-&rs—aéded} the well. [EMPK&.&!$ QM@

(19) That the pooled unit cannot be considered "developed"

i
1 .
until it is on production or in producing condition.

i
{
1

H
!
H
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}

W (20) That a gas well may be consldered as capable of
i

ﬂproduc1ng gas when it has been completed and has 1nstalled thereon\
{! +he unit lﬂ-p‘n which s lo&M‘EJ is n
\a well head, put it is lllogical to considexr that s s ot

\

%produCLng condltioniandvthe unit 1is developed until all of the \
ﬁappurtenant equlpment, flowlines, separators: tanks, eFe., have \
wbeen installed and are in oroducan condition. j 1
w (21) That such 1tems as filowlines, separators; ranks etc.,%

are items necessary to’ the developmentiof the unit.

\ (22) That although such ltemstﬁg}mally purchased and
hlnstalled only after preduction has been‘obtained, there is still
hrlsx jnvolved in drilling ‘and completlng the‘Well,"i.e., develop—
“ment of the pooled unit)inasmuch as at the time -such equipment;is,ﬁr
“purchased and installed, there is no assurance that the well

o
\w1ll proguce in gufficient quantities to payhthe‘cost of develop-~

i (231 That such items as flowlines, separators, tanks, etcC.:
|

oo e

lbelnq items ﬁeéessary to the development of the pooled unit,‘and
\also subject'to possible non-payout as dlscussed in Finding NO.
%(22) abover shouldzalso pe subject to phe rlsk factor authorized
|

by SeCtlon 65-3~14(¢c) NMSA 1953 Comp.

,_,——n.,_-_,——-d_-.——“‘_.——,

i -
i (24) That the items descéibed in Finding NO. (10) above,
tpeing items necessary to the development of the pooled unit,

%should be subiect to the 200 percent risk factor 1mposed by “Oréer ‘

& (25) That the item descrlbed in Flnding No. (12{ above ;

]
1 .
hbelnq legal e expense jncurred in the format:on of the pooled unit,

e
s e it

was also an expense necessary toO the development of the pooled

(26) That said item described in Finding NO. (12} above

ohould also be subject to the 200 percent risk factor imposed by

”Oxder No. R—-4980.

S
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i
i -
g {27) That ‘the item described in Finding No. (14) above
as being "Legal'Expense—Opergting Agreements-Division Order
Title Examination etc - $7,300;00“ is vague, and there exists
inéufficiént information in the record of this case to determine
what portibn thereof is reésbnable or unreasonable, what Texaco's
prbportipnate’share would be,/and what portion, if‘ény, should be
subjéét to the 200 percent riék factor.

(28) That the remaining two ii:érﬁs jgn‘gnfionet; in Finding No.
(14) above, - being- (1) additional estimated'expense for additional
well head equipment, $2,300.00, and (2) additional estimated expens
for well head hoockup, dirt work, and trucking;charges, $6,500.00,
are items necesséry to the developﬁent of fhe;pooled Qgif;rwq% )
. (29) That the actual expenditureslfinally incurred and3
invoiced for the items described in Finding No. (Zé) above should
be gubject to the 200 percent risk factor imposed. by Order No.
R—-4980,
{30) That issuance of an ‘order embodying~thé'above_findings
is in the interest of conservation, wiil'preveht waste, and'will

#rotect"correlative rights, and should be effected.

[
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BEFORE THE Or[, CONSERVATION COMMISSION
OF THE STATE OF NEW MEX7TCO

/fw THE MATTER OF THE HEARING

CALLED BY THE OIL CONSERVATION o
COMMISSION OF NEW MEXICO FOR ‘
THE PURPOSE OF CONSIDERTNG:

CASE No., 5622

e

“Order No, R-
————

APPLICATION OF TEXACO, INC, FOR
DETERMINATION OF CHARGES AND COsTs,
EDDY COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

Ey THE COMMISSION:

This cause came on for hearing at 9 a.m, on ggbfuary 4
at Sapta Fe, New Mexigo, before Examiner . Richard L. Stapgets

- . NOW, on this day of February . LgZi,d;hé/;;mmission;'a
quorum b ing present, having considered the testi ny, the record,
and the re ommendations of the Examiner, and being fully advised
‘in the premi es, ' V4

' B Ve
FINDS:. _ e

/

, P SR .

(1) That due - ublic notice having /been given as required by
law, the Commission ha jurisdiction of this cause ang the subject
matter thereof. B

s .
,\Texq¢6, Inc., seeks the determination
by the Commission of reasonablafrell costs, and thelappiicabiiify

PR ’ NG -
of the charge for risk to certain i

LESTE of expense, for the
William G. Ross A. O, Rogers Well No. l<\;ocated in Unit P of
Section 3, Township 18 §6uth, Range 26 Ea

t{\f:dy County, New
Mexico, to which is'dé&icaﬁed the E/2 of said stion,3,“said._

(2) That the applican

- / .. N
- lands having been pooled by Commission Order No, R-éSBQ.




e e o

e Ay . e .
m——— K A R o e Wt

&

. above designated:

....2..
Case No. 5622
Ordex No. R~

(35 That the applicant seeks such Commission détgpﬁinatidn
v : ) - .

for dnly four specific charges being, a charge of §}{354.59'for

"Rental\of Surface Equipment,“ a charge of $l4&a 1.00 for "Gas

Productiom\Unit," a charge of $5,348.00 for "Storage Tanks,"-a

~harge of“$l, 34,24 for "Legal Expense Date," and for one
additional estimated expense of $7,300,00 for "Legal Expense -
-"Division 9fder Title Examination.”

Y charges'set out in Finding (3)

- 7

IT IS TYEREFORE ORDERED:

(1) That tﬁé charges of $7,354259 for "Rental 6f Surface
Equipmeﬁt,“ $14,181.00 for a “Gas Production Unit," $S,348.90 for
"Storage Tanks," and $1,834.24 for "Legal Expense to Daté"\all
related to the drilling and completion of the William G. RosS,

A. 9. Rogers Well ﬁo. l'ioéated in Unit P of Section 3, Township
18 South, Range 26 East, Eddy County, New Mexico are hereby

approved as reasonable charges,

. &clual cvsﬁ% o{?
(2) That said charges as well asareasonable charges—fer
: A ’uobn’nardhr' - MJL
legal serv1ces related to the operatlﬁf aoreements division ordex
A o

title examination for said William G. Rosi‘ 11 shall be subject
toc the charge for risk described in Order (7) of Commission
Order R-4980.

(3) That jurisdiction of £his cause is rétainedibr the

entry of such further orders as the Commission may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year herein-




