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OIL CONSERVATIOR COMMISSION
Santa Fe, New Mexico
Jaiiuary 2C, 19568

ation of Saul A. gt tl é.for an order

etion 15 with the

SIZL s/gnbndthoxx !.of said Saction 15,
' 10 Weat, Blango-

San 5w ty. New Mexico.
Applimt in the abon—zw s sesks an order
pooling the NW/i uw of said Section
15 with t.ho nlmo. of the aercaxc 1 _within the
W/2 of Said Sectica 15, Township 32 . 16
tiut cant fwrther desires for the

thow?rmeauntohwhd
umnchampom /2 of said Section 15 and %8 do-
‘tmth.umnable charge for supervision of the

prepessd well

- o .
%ﬁeation of El1 Paso Natural Gas Company for ap-

val of an unorthodox drilling and proration wunit

the Blance~-Masaverde Gas Pool, San Juan County,
New Mexice, sr in the alternative an order em{
serily pooih‘ the acreags in question. Applicant,
in the le::x roqm an order awtho-
rizing an unerthe ar11f 1i” provatisn wait
ot acres conaisting of ¢ afo owing deseribed

creage in Seetien 15, Tmchi 0
T 80 L SO e L

W—ny

of amsmasitmuthoumﬂhof
the n/l. of the SW/i. In the alternative, eant
raqur. that the Commission entar an order holing
the W/2 of Ssctiom 15. Towmship 32 Nerth 10
West, eontaining 320 aecres into an ortho&ex érunng
and atien unit. The above acreage 11;: uitlun

- the es of the Blanco-Mesaverde Gas Peel
c_ini‘ao

heretefore defined by the 0il Conservatien
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BEFORE:

Mr. E. S. {Johnny) Walker,
Mr., William B. Macsy.

TRANSCRIPT OF HEARING
MR, MACEY: The hearing will come to order, please.

First
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ease on the Docket this morgiﬁg is Case 1000,
1 It. is my understanding that. there is a move for consolidation Tf
Case 1000 and Case 1001.

MRo CAMPZELL: 1If thé Cozz “ssion please, Campbell & Rusaelt,
representing the appiicant in’' Casc 1000; both the applicant {n this
case and the applicants in CaBe 1001, have agreed to consolidate thi
two cases for the pwrpess of hearing, and, if it is agreeable with Fr.
Howall, I will dictate a stipmlation to that effect into the record)

MR. HOWELL: Ge aheadt.

MR. CAMPBELL: It 18 stipulated and agresd by and betwesn
the parties to Case Ko. 1000 ;n& 1001, now pending before the Oil
{conservation Commisston, by their respsctive attorneys that the satd
eases may de, by the Commission, consolidated for all purpuuof
Min( and mity review or amal therefrom,

Is that satisfactory, Mr, Howell?
« HOWELL: That is satisfactory.

KR. CANFBELLS Idﬂ'tmmmmimmto
proeuds I have discussed with Mr. Howeli, so far as Case 1000 is
i} concerned, &nd our pressntatien of that. I have requested of Mr.
| Hewsll that we stipulate on Soss basic facts that are apparemtly
agreed upen between the parties as evidenced by the implicatiens
themselves, and, if it is agreeable with Mr, Howell, I will remd whjt
I have here. If he has mmy disagrosment with it, of courwe, we can
either agres, or we can delete it, whichever he sees fit. |

On behalf of the appliénnts in Cass 1000, it is stipulated and
agreed betwsen the parties to the consolidated cases by their re-

spactive attorneys, as follows:

1, Saul A, Yager & Associates, shown and named in the applications,
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MR, ROWELL: 7Tue Letuer which went to Mr. Jager was on the

~ asmusntion that we would be abie to get that three acres, and the
(actwal request xas fer — or statement, was that we would seeck for
250 acres, Wut the proof will shew o«
e MACEY: The applieatien will speak for itself. ,
MR, HOWELL: Yes. The proof will show that that three aces
is etill m |
« CANPERLL: BNow, for preseut purposes, if the e.-i-ltap
pm.mmmuzmmnmhm.nunurmur
Sestimany at this time te offer., We belisve that this, with the
'M-mueeumuchmu.uawm,m 1y,
of the extent of the authority of the Commission, and what the G‘l-
missien wamts to do wnder the law with refersnes to the applicationmy :
‘ uwmuorr-rcmuu.dmmmmma
i o telttlllr offered by Z1 Paso Natural Gas Compamy, but we believe
that tﬁ.'lilplt refussl of a nen-eomsenting lurkzng interest owmer,
witieh 1s established by these stipulated facts, is sufffeiemt teo
Justifly the Cemmission in issuing the order requeated in case 1,000}
P « HOWELL: I have two witnesses to be swern, M. Bittiek
F o and Mr, Merrell.
;% | | (Witnesses sworn.)
3 If Mr. Auderson, of Pacific Northwest, should arrive, I m#cnd |
to use him, also, -

BT

oot o L e L

,‘nﬂ‘iﬂ&ﬂmﬂti ey

3 A AN

i
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, T. W, BITTICK,
called as a witness, having been first duly sworn, testified as

follows:
DIRECT EXAMINATION,
BY MR, HOWELLZ
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Will you state your name for the record, pleasa?
?. W, Bittick. |
By whom are you employed?
E1 Paso Natural Gas Company,
In what capacity? |
Division Land Man.
’Conrinc what area?
San Jusn Basin.
How leng have you been so smployed?
I have been employsd in the lease departmsut of Xl Pase
Eatural Gas fer three years, uﬁmnuaormmmmm
& yoar and & half.
Q Is the tTaet of land uader discussiom mmumnq
torritcry that you supervise for thu Z1 Paso Natural Gas Cmr':
Lease Departmsnt? .’ A IXsa, aiv.
Q Are you familisr with the tract of land, the cenditien ef
titlu and the nctet.utions tewards drilling in this tract?
A Yes, sir.
Q Have you prepared, orhadprcpn'od mderwumn-ﬁ
nphtmth‘hetmu. 25-, R10W?
A Yes, sir, I have had a plat prepared under my supervisies.
Q Does that correctly rofl.et the traacts of land in the
sectiea? » }M A Yes, sair.
Q I might ask, tdth rcformeia to .a small triangular tract th#t

is lettered in blue, as to whether ii«:»r not that is drawn exactly to

O > O > O » HOH > O

| scale, or an approximate repruenta}:ion. ,
A That is an approximate representation of a three-acre traet
belonging to Dave Clark.
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CEREPRE NS Baa e DS o ITTING AN ST e e e .
: a2 R T i B S T e e R R

MR. HOWELLS Taese exhibits have been marked by letters,

I believe. Do you have any desire to change those to numbers?

MR, MACEY: No, sir.
Q@ Referring, now, to El Paso Natural Gas Company's Exhibit

*A," will you state for the record the ownership of the various
tracts locatsd in the ¥/2 of Section 15, as shown by all the infore

maticz vhigk you Lave bsen abls to accumulrte?
A There is a small uredi, coloied ia Vlue, im the X/ of thL

SW/4, which belongs to Dave Clark, =--
Q Is there any oil and gas leass on that tract?
A No, sir, there is net. The NW/4 of the NW/4 is colored in
green, belengs té Mr. 3aul Yager and hii associates, and that is
|also unleaved. The red acreage in the ¥W/2 of Section 15 belengs te
1z Paso Natural Gas Cespany, and that covers -
o Q DNew, let's stop a mimute there. By thnt. do you mean that
Il Pase Natwrul Gas has acquired from the ocwners of the minerals th*
oil and gas leases on that land?
A  Yam, sir, we have acquired oil and gas leases on that land}

and tSQ acYoage colérnd in orangs, or & ~=

Q ﬁiil, letts call it orange, that 1is cloai enough.

A That is under lease Lo Pacific Northwest Pipeline Corpera-
tion, and that cevers approximately 103 acres. |

Q  The vaidead right-of-way that goes through there iz wnder
lease to vhom? |

A Paeific Northwest Pipeline Corporation.

Q Now, do iou aiso”have & plat prepared which shows the rela
tive locations ef wells on the surrounding areal

A TYes, sir, I de.

A
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MR, HOWELL$ W{ll you mark this Exhibit wpr?
‘ (El Paso Natural Gas Company Exhibit "B" marked for identi
ficatien.} “ ‘ :

Q Referring to Exhibit "B®, I will ask you if that shows th%
location of the well dillled on the exst hall of ‘c:*.af aeclion? \

A Yes, sir, it does. ; |

And what is the depth of that well?
5,265 feet,
And was it completed as a producing well?
Tes, sir, it was.
What was the initial potential?
- 1,917 MCF per day.
Was that well drilled on a unit with El Paso Natural Gas -
Compaxy as operator? A Yas, tir, it wvas.

Q MNow, reforring to Section 22, to the south, dirsctly to thh
south, what wslls have been cemplated on that section?

A In the NE/A4, Sestion 22, is a well drilled by Southern:
Unien, and it was complted at a total depth of 5550 feet, with an
initial potemtial of 1,329 HOFj im the S¥/A, Stazelind 011 and fas
Company's Sullivan 1-A well, complted at a total depth of 5,300
fast, with an initial potemtial of 1,755 MCF per day.

Q How, is there ary wells completed on Section 21, which is
disgonally to the southwest of Sectionm 157

A Yes, sir, there is two wells there, Stmlind'l,sulnnn
1=B in the NE/A, cempleted to 2 total depth of 5,610 feet, with an
initial potential of 3,720 MCF, and, in the 3W/4, Seuthern Union's
Payne No. 2 Well, completed to a total depth of 5,608 feet, with an
initial potential of 6,980 MCY,

O O » O » P
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Q "~ Does &l Paqo Raluical Cas Company sawn any leasshiold rights
in either Sections 21 or 22 to the south?
A No, sir, we do nrot,. .

Q Are any wells drillad in Section 16, immediately to the
wes’? ’ A No, sir.-

Q HNow, then, from your tsstimony, then, it is apparent that
the W/2 of Sectien 15 is swrrounded by producing wells, one located
directly to the sast, cne diagonally to the southeast, one directly|
to the south, and one directly to the southweat as off-set wells?
| A Tes, sir, that's correct.

Q Now, has Pacific Nerthwest Pipeline Company been appreacheg
with refersnce to commmitising this W/2 of Sectien 157 "

‘A Yes, sir, they have, and they agreed to commmitize with
El Paso,

Q De you know approximately the date at which the agreemeat
wus entered by them to commmmitize?

A Negotiations was commenced with their land department im |
July, 19553 they received the approval of their operating cesmittes|
on September §th, 1955. | |

Q Are they willing to enter an opafating agreesent substan-
tially the sams as the cne we shall introduce later on?

A Yes, sir, they are.

Q You have discussed that with Pacific Forthwest?

A Icn,'iir,AI have.

Q Now, the stipulations in this sass shows that Mr. ffagor anf
his associates have been unwilling to contridbute, in cash, the
of costs of drilling th& well, and, T will ask you, alssc, if yo. "

been able to get the censent of the owner of the three-acre trac.?
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|of the minerals on that traect? | A Yes, sir.

A No, sir, we have been unable to obtain his consent.
Q Have you, or persons under your" supervision in your dopwb
ment, proposed in writing a communitisation to Mr. Dave Clark, the
owner of that tract? ; A Tes, 7ir, vwe have}

Q I bveiieve the record shows that Mr, Dave Clark is the owney

Q Have you also approached him personally or threugh a sub-
ordinate of yours? A ,

A Threugh a subordinate he has been approached, yes, sir.

Q And Mr. Clark is not willing te cnto_'r into any cosmunitise
ation agreement or commuaitize his thres acres with the rmhu.n‘ ,
half , the remaining west half of the section? A No, eir, ke is neb.

Q Wow, have you cempiled any figures showing the ocsst and
experisnes of E1 Pasc Natursl Gas Company in the average cost of
w112 d&rilled to a depth of between 5,265 faet and 5,610 feet, com
pleted in the Mesaverde Fermation in the San Juan Basin?

A Ve do not have any average figures as such, Mr. Howell, we
do have the total costs of the Heiser P.U, No. 1, looated in the
/2 of Sectien 15. |

Q  That le the well which immedistely joins this to the east?|
Yes, sir. |
What were the actual costs of completing that well?
The well ocost $63,610.50.

Does that include the direct charges to the well, only?
That inglwdes all the charges. |

That includes all charges, including charge for supervisiop?
Yes, sir.
Now, what experience has El Pasc Natural Gay Company had a&

O > O > 0L = D -
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“lane eirecumstance and one bit of nvid-nc;; ;hioh, together with othexs,

will show vhat i fair and reasonable under a situation such as ::I:-
here, a fair and reascnable method of proportioning the costs and !
riccvdry.

MR. CAMPBELL: May I say that, based upon my objection, t
the statutes, with regard to compulsory pooling, which wo are invel
in hers, specifically provide that the costs shall be the lowest a
tual expenditure plus reasonable supervision; it makes no reférence
as to hew that should be recovared. These voluntary agresments, I
realine, previde for 150 per ceat, and maybe some psople signed up
for 200 per cent, but I still contend it is immaterial and irrelevant
te the compulsery case now before this Cemmisgion.

MR, MACEY: We will take a short receas.

' (Short recess.)

MR, MACEY: The hearing will come to ordsr.

Mr. Campbell, your objsction is overruled; the Commission feelh
that the practice of t.s industry may be a factor, and should be
imeludes in any peeling order we might have.

| MR, uom‘: Shall I resume questioning?

MR, zucim Yes, sir.

Q Have yeu, at my request, excerpted from the operating c;r#—
mtam thess uuits that you have listed, the provisions re-
lating to non-consent waells? A Yes, sir, I hav:lk

@ ¥Will you read the provisien that is customarily in the b -
type unit?

A You want the entire paragraph?

Q Yes, would you read that?

A "if less than all of such parties elect to Join in the
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a general rule, would be either the east half or west half of a
section lying withiu the " .l% a-a2? A Yas, sir.
Q Neow, rio you know which 1s the c¢losagt township-type unit

to this particular Section 157

A !és, gir. The San Juan 32-9 Unit lics directly to the east

G Ig the west line cof the 22-% Unit running along the sast
lins of Section 157 A Yes, sir, it does
QR  YNow, dpes Section 15 lie within the defined limits eof the

|Blanec-Mesaverde FPool? A TYes, sir, it ML

- R ROVELL: <° it pleage the Commission and Mrs Campbell,
we have prepared sxcerpis here, and I suggest, raﬁher than taking
tbe time of the Comaissicon to read thew into the record, that we
lﬁrely,intro&uce these excerpts. |

I will ask this witnees, ir. Bittick, if the list which I have

marked’ "Block Type Units," which we shall mark as E1 Paso Exhibit "w

is a cerreet trenscription of the unit operating provisions, relate
ing to the soveral units which he has mentioned in his testimeny.
A Yes, sir, it is.

(Bl Paso NHatural Ges Company's Exhibit "C" marked for iden

ficatien.)

Q MR, HOWELL: If there is no objection, I suggest that in
the interest of time we merely file this as an exhibit rather than
take the time to read thess provisions into the record.

MRe CAMPBELLS Wwell, my bagic objection goes to the offere

p

i

ing of any evidence with reference to other agreements betwsen E1 Paso

Natural Gaa Company & other people in other arsas, —
MR. HOWELL: Subject to taat,~-

vifle CAMPBELLS -~ and alse, that while I certainly don't

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




16

want to bring on ths introduction of all these wnit agroements, I
want. ta add te that, %that, I object to introducing portions of agrees

ments whicn aight coﬁtain cther provisions having a bearing upon t.h#

mpatter. ,} _
Q@ Do you have?% available coples of the unit operating agree-
ments, Mr. Bittiek? A Yes, sir, I deo.
Q In photostakic form?

A No, sir, aone of them are conformed copies. They are not ¢-

Q  Are they copiss whish eould be made available to Mr, Camps
bell? A Yes, sir,
MR, HOWELL: We would tender to Mr. Caspbell senformwed er

pheteatatis copies qf sash of the unit agreemeuts if he 80 desires.|

MR, GAHPBEIL: Mr. Howsll, you ara referring to the wmit
agresments, or -

MR, ’:xoz»n%.’.z.r.gE Unit operating agresment.

MR, cmmm Ave they identieal in form with other pro-
visions, other tb&ntho non-consenting owmer provisien?

MR, HOWELL{ I think that by and large the blosk type e
Sewnship type units are identical in form, exeept, of course, with
refarense to thcpartiu to the uait agreoment and the deseriptien
orthcmyinvéalm, and 1 think some of the unit agreememts -
and wnit eperating jhzreomnts contain provisions that ars slightly
different, relattnzf? to irregular sections, .

MR, CAMPBELL: Are there any differences with reference to
sharing of the pa-oa-éiacuon?

MR, HOWELL;: I will ask the witness that, since I have net
recently read esach of the agreements.

A ___Exactly what do you mean, Mr. Gampbell?
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agresments, but are they all on a participating area basis, or ent
unit bui,:, or aie ¢~ I3 varistions?

A The bleck-type units are on a p-.rucipating. Some of the
main, Rineon, Huerfano or Allison Units are on an-mtiro-mit basis
rather than a participating as far as working interest is eoncerned

MR, CAMPBELL: So there is a differemee betwssn thase
lants as to the manmer in which the produstien from a partiswlar
may bo distributed? |

A These are coversd ssparately in this exemrpt.

MR, CAMFBELL: If the Commission plesss, I will withdraw
my cbjectien to this om the preposition that it dess net represemt
the entirc agreemsant. I want to call te the Commission’s atimtion,
o= the basis of the statement made by the witneas, that there are
fasters pressnt in thess agprements that can have a bearing upen
the agreement whieh ome of the partiss desires to sign relative te
the costs of these wells, and, of course, that is the basis of xmy
eriginal ebjestion whiech was overruled, dut Iaiqumt o state
it fer tha reeerd, ‘ |

MR, MACEY: This exthibit was offered, was it, Mr. Hewell?

¥R, HOWELL: Nene of the exhibits have, as yet, demn

“B," and "C,% ‘
MR. CAMPBELL: Let my objection be reflscted at this peint;
MR, MACEY: Mr. Campbell's cbjection is overruled, and the
exhibits will be received.
Q How, Mr, Bittick, do you have & proposed typs of commumie

MR. CAMPBELL: I may not undarstand all I should mutan

they have all besn marked. At this time, I will offer Exhibits "A,%

tization agreement that has been suggested to Pagifie Northwest with
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refarence to this W/2 of Section 15?2 :

A e have a proposed operating agfeemeni:.

Q A proposed operating agresmsnt? 'A Yes, sir.

Q Te tbat agreement which you ‘:ave one ivhich £l Paso Natural
Gas Company has entersd inte with another cor.ptny in an instames
in which E1 Paso Natursl Gas Company did net d&uu- to advance eosth
for drilling a well? EA Yes, #ir, it 1is.
R Huthlttrpoefmtacbumwmmudmuﬂ:
another? §

A Yes, sir. This is a photostatie eopyiof the exscuted agred-

M. HOWELL: Ws will mark Shis as Exafbit ¥D," and effer i}
&8 sebetantially She operating agresment whieh KL Paso Nutwrel Ges
Guipany propesss for this Section 15, this being a phetestatic copy
of an agreswant whis: has actually been entered inte with others
‘Sovering axothsr trast of lamd in the v:l.cinidxy.é

{E1 Pase Xatural Gas Cempany's Exhibit "D" W for identi-
fieation,)

Q  Esw, what provision does this mponds comwmitized cperati
ing agresseat have with reference to rceovmo!‘m'l‘acanpam
elests ast to pay its share of well costa?

A It prevides, in Article 20, beginning pn page 9, weder
"Zlastien as to Jeinder," provides for recevery  of one hwadred £1fty
per cent of the aom*d.rim;gtwlliftpirtymmm
te join and pay his share of the costs. :

Q Has Pacific Northwest Pipeline Gonpmy expressed its willigge
ness to enter such agreement on this W/2 of aoeuea 15?

A  Yea, sir, they have. ;

¥
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MR. CAMPBELL; If the Cosmission pleass, I want my objcct+n
‘| Fenswed thers. The factors that may lead El Paso Natural Gas Come
| pany and Pacifie Northwest Pipeline Corporation to sign could be
entirely 2/ “ferent to factors that might or might not lead the
parties in this case to enter sich agregment or the Commission te
enter an order under its powers.,

MR, KITTS: PFor what purposs will thig be effered, Mr.
Mowell, fer whas bread purpese?

MR, HOWKLL: It is offered to show the type of agreement .
vadh ths twe major owners of werking interests are willing te sster
a8 an sperating basis for this partioular trast of land.

M2, KITTS: Is it the comtentien of E1l Paso that the cen~
ditiens are ulatiul or the same with cenditions in the cass here?

m. HOWELL3 lo, it umuuwammam:x:t
Pase, in an ingtance in whieh it did not advance costs, mdnun#
that Greas Western was willing te enter whers the other party weuld
| resover em mundred £1ty per cent of drilling costs befers Kl Pase
|eame in for recovery of its sests.

MR, CAMPBELL3 If the Commission pleass, at this point I
think, Mcmlsﬁ evidence is all geing in, but I want te ex~
pwn to the mm the basis for my cbjection. The question ef
whether El Pase Natural Gas Company, for reasens ef its ewm, the
ressens @ basis far which El Past Katw al Gas Company may we
tommhﬂ:ﬁﬁﬁyporeentotthodrming costs in a parti
situation may be entirely diffesrent from what the Applicant here
wants to do. 51 Paso Natural Gas Company wants the gas, and that is
a fastori they may have a tax situation, thers may bs any number of
reasons, and our point is this, that the Cemmigsion, if it hag any |
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n\xthériey at all to decide how the costs of this well is going Lo be
paid, we shink, under the siatute, Las to apply ithe atandard of not
Penalising anybody who doesn't want to cansent to the drilling of
a well, and vimt i& ..y we are objscting to evidence about what ot
ﬁowmwdcmamimnmuu;ummwa-n:r
ing owners, seeking compulsory peoling and requesting the cumu-*
umnl’mmcitm.fmahmdmdweno
Frankly, I'm net sure whether the mmmmn
not, nwumumwpumg,mmumnu
and lesave it there; If it enters any erder invelving the esst of
fuunnaumu upmuhw.ndoaotmﬂu
Commisyion to rely wpen what other pevple did,
MR, ¥WALKERS nmtﬂim&qnm. and you are
b f11ing te take owt your costs af the shars in preductism, and thery
is no production, who is going to pay fer it?
KR. CAXFBEZLL: Z1 Paso Natural Gas Company. There is nething
wreng with that. AS a matter of fact, many of the statutes provide
that 1f it is net a producing well, that the produsers shall pay fof
is.

MR, WALKER; If this body dosantt hear evidemcs, we emn't
write wn order. It takes evidencs for us to write a reasonable and
Just oxrder.

MR, CAMPBELL: You can write an order cempulserily peooling
the acreage, you can find what the present estimated cost of the well
umnmnummmordcrmmdnguico pay one hundred fifty
per cent out eof preductionv or $10,000 in cash, or them to take it
out of 7/8ts, but if you write one, I think it should be taken out
of the 7/8's, and that is what I have requested, |

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




21

1 into any extended argument av this time, but the position which Bl
Paso Natural Cas Company f{inds jtself is that an owner of the -m:+1l
and forty acres f1led an application for gompulsory poeling.

a well on & tract that 'he wants sompulserily pooled because the
{nitial application in Case 1,000, for compulsory pooling, was £il
»y Mo Yager and his associates, and we are effering ia evidemss
gustem of the industry and the histery of our own operations as to
et is fair snd reasenable and equitable in sueh 4 situatien.

Fu I must nmct;wamnotrommzteﬁplywmgfm
>"§mmnwmumyuum1uu;um-n-q
set, at this moment, for reassns of our own, desire to have the well
drilled, dut we are in this unit and I don't think the Commission
El Paso sheuld or really wants to confiscate our property because
vanttewﬁththnmhttlunllo We ars perfectly
thltcu'm.shnefthbmn,botakwoubefihopfai‘aeﬁ.ﬁr
We think the sharse is 14mited by the statute.

are & nen—gensenting owier?

exhibitsj are they offered for the purpess, &, showing that this
a reasonabls type of interest that the Yager interests should enter
{into, or, b, are they offered as showing the custom of the indusiry
of determining costs or share of costs where one party is not abls
or not willing to come up with the cash? In effsct, iz that the

MR. HOWELL: If the Cocmission pleass, I dontt care to go

!w,th&mo‘rmazmbodmutmstomm‘wot

MR, CAMPBELLS Itshncmwphm.mueu

 pd

MR. KITTSt Mr. Campbell, is it your contention that you

MR, CAMPBELLS Right.
MR, KITTS3 I want to ask Mre Howell a question about th:{
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purpose?

MR, HOWELL: It %3 offersd £or beth purposes, I may state
this, that in the ordinary communitisation operating agreement in
which parties having a lccation go toéothnr. you don't have none
consent features, bscauss usuzlly the parties havs agreed upen the
basis on whish they are going te drill the well. That is what
happens ninety-nine times out of & masdred, so you don't find a
Shat sover a non-eonsest sitwation. Ve are offering svideaes to
shew the eustom of the indwstry generdlly upen & new-conmext situstion,
bo are sffering a spesifis m&uuticnomh‘ agreemsnt as
indieating vhat certainly this cospany end ancther cowpany have deny,
It is a circumstance showing the custom of the industry, and it
shews the nninm&lofthuconpmy. in such a ceadition, to allow
|she persen or party advancing the cost to recover a hundred fifty
per cent of the drilling costs.

MR, GUELEY] You say the custom of the industry. Are all
mammmwme@tnnswmmm@“
that i3, betwsen you and other partiea?

MR. HOWELLS They are, they are taken, ian opersting agree-
[ments, and a mumber ef other parties fwrahs.n the San Juan Basin area
are alse parties, and the Commissior has in its files, and has ap=
|preved, the wnit opersting agromnta: covering eaeh of ihcu units
from which it 1s apparent that it is n. reasonable cross section of
the industry that has enterad into this type agreemert.

MR, QURLEYS: But you are My to each one of these agreew
ments? |

MR, HOWELL: We & party to;aech one of these agreements,
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A Yes, 8iT¢
VR, HOWELL? That is a1} of Mre
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ck that I Wlooked.
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tracts, generally, and give as specmfic a descript.ion as you can of
~ lthe three-acre tract ownaed by Dave Clark?

A All right, sir. The El Paso Natural Gas Company is con-
triduting three fee leases to the terms, to the well to be drilled
don the W/2 of Section 15} the fﬁrst one is an oil and gas lease,
dated June 26, 1950, from Robert J. Doughtie and wife, Edna Doughtig,
lessors, to John F. Sullivan, lessee, embrasing, among other lands,
32.5 acfes in the SE/L 5w/ ofuacction 15, and 47 acres in the N/2
lof S¥/4 of Section 15, T32N RlO?W, NMPM; the second lease, dated Jumi
27, 1950, from Robert L. Gadat‘(fn and wife, 2dith Gadsten, aa lus:j.
lto John F. Sullivan, lessee, embracing, among other lands, the SE/k
f the S¥/k and the East A0 rod. of the South 30 rods of the NE/A of
the SW/A of Section 15, T32N Rlow and containing that tract contaif=
ing approximatoly 47 acres. The third lease, dated June 27, 1950,
executed by Mary Catherine Heiéer, as lessor, to John F, Sullivan,
lessee, covering, among other 1ands, the NE/b4 of the NW/4, North
7.5 acres of the 58/h of the NW/h of Seetion 15, T3zu R1OW, NMPM,
covering L7.5 acres, more or less. s

The three leasas contributed by E1 Paso covers-1h? acres, more
or less, in the W/2 of 3ection 315.

Pacific Northwest Pipeliné Corporation is contributing a lease
from the Denver & Rio Grand Western Railroad Company, as lessors, td
Phillips Petroleum Company, as%lessee, covering all of the Denver &
Rio Grand wWestern Railroad Comﬁany right-of-way in the W/2 of Sectiqn
15. Do you want the descriptién of each specific lease, or just
thia thres-acre tract. t

Q Yes, will you go ahead and read into the record the descriy-
tion of the Pacific Northwest leases?
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A The second leass contributed by Pacific Northwest Pipeline
Corporation, a United States Oil and Gas Lease, bearing serial n
Santa Fe 079625, issusd to Hasel L. Gentle, as leasee, and covering
among other lamés, the SW/i4 ef the NW/4 of Section 15, TI2N R1OW,
NMPM; the third lease contributed by Pacific Northwest is an oil
gas lease dated December 11, 1951, from Catherine Hendriecks, a wid
st al, as lessers, to H, C. Wynne, as lessee, covering the SW/i SW/
of Sectien 15, T32M R10W, INPM; the fourth lease contributed by
. |Pasific Nerthwest, an oil and gas lease, April 22, 1954, frem kd

E. Miller, and Lena A. Miller, lessers, to Phillips Petrelewm
| lesase, cavering a strip of land 30 reds wide over the south side
|tne N/2 of the SW/i of Section 15, T32M RIOW, NMPM, coutaining 30
acres, were or less, excepting the existing right-efeway of the
Denver & Rie Orand Railroad Cempany, the right-of-way of State Highp
way 550, and excepting the Bast 4O rods in width of said 30 aeres,
m&logl,uidmwrduboiagamof the NE/k «f the SV
of said Section 15, and excepting all that part of the above des
30 acres, more or less, lying west of the righteef-way of said
Hichaj 550, said traet containimg 3 acres, more or less, and the
last exception covered o= dqu'!boi the acreage ovmed by Dave clu-k%b

Q Doss that cover all of the several tracts other than that
owned by Mr. Yager and associates?

A Yes, sir, it does.

MR, HOWELL: I think that is sall,

MR, MACEY: Any questions of Mr, Bittick?

MR, CAMPBELL: Yes, sir.

MR, KITTS: Just & minute right here. I think the racord
should show that Mr. Macey's statement as to what purposs Exhibit, e
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was being considered in peing recelved should go bvo the pravious

axhibits, A, w #B," and
Well, more particularly,

nen as well.

Exhibit "C," not nAM

Q‘Yo

D
Fr VS »-

and wB", but "C."
CROSS

EXAMINATION

BY MR. CAMPBELL ; .
Q Wr. pittick, :I want to be surs that 1 understand your figures
correct that you stated total cost of the

Heimer Well in the s/z of Section 15, in¢
eharges for drilling, ‘ns $63,610. 507
Q And that the 'mrmal overhsad co

specifiecally set Up, 5i;hau:. your company ad
ath after the we

arilling, and $45.00 a mo
Yes, 8ir, t,hat 48 correct.
your estimate,
di.ffieulties, that
t.aly the same amount ?

o our engineers it would

that the

1uding the supervisory
A Yes, sire

st of items which cannot be

ecorrectly; a® I

opts $250.00 8 non\'.h,
1l is completed?

A
Q 1s it then

pased wpon that figure,. &ﬁ.
parring unforeseen the well in the v/2, if dF
would cost app:vxiu
A According v
We hak

cost about $3,000 mere
plrld on that welle

s a mll-cost estimate pre
s for, the additionll

Mr. Campbelle
Q Just state what. the
engineers,
The estimate here 18 $66
There ars any

reason for that 1

is it desper?

estisates there by go\r
'972000’ .ﬁ th‘

A Idon't Know.
can be cauod 1) 4 adéit.i factors tha

can enter into t.hut.
Q s that $66 972.00 based upon the total cost in the sans
Heliser Well? A Yes, sir, 1t is.

if you drill that well, at whatever co8¥

80 Natural Gas C

onal road costse.

nner of the cost ;af the
Hr, Bitbick,

the woll is not

ma

Q Now,

going %o cost El Pa

is involved,

ADA DEARNLE\’ & ASSOCIATES
STENOTYPE REPORTERS
ALBUQUERQ\JE NEW MEXICO
TELEPHONE 3~ 6691

| e



27

&ny =ore or any less whether the tract of Yager's 1s in it or not,
is it, it doeantt affect the basic cost of dirilling the well? |

A It wouldn?t affect the total cost} it will affect who pays
it.

Q So that if you taks your share, the Yagar share of ths costs

of that well out of production, it will cost E1 Paso less to drill
the well than if the Yager tract isn't in there, would it not?
| A | You are assuming that there will be preoduction.

Q Didn't you testify that this well was off-set on all sides}

A It is off-set to the south, yes, sir.

Q Do you consider this to bs a wildcat well?

A Well, I'm not a geologist, and I don't know how far they
would ;o in saying it is a wildcat well.

Q Now, Mr. Bittick, this brings us down to the questioa ef
thése sgreements that have been offered here with relation to the
pu?e;mtm of costs charged to a noneconasniing ownerj all of those

that you offered here were, as I wunderstand it, involved in Tmhiﬁ-

or Block~type unit agreements in the San Juan Basin area?

A Yes, ;ﬁ. . ’

Q Are those némlly entered into before there is any drill-
ing on the unit? |

A  You can't make a general statement on that; some of those
| {would be enteresd into before there was drilling, some of them would
have a great deal of development on tham before the unit was formed}

Q@ Now, Mr. Bittick, as a land man, can't you say that it is
true ,- generally, that the determination of what a non-consenting

owner must pay is pased, primarily, beyond the 100 per cent, obviouhy,

on the riskthat is involved to the person that is drilling the well}
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ved,

1t is for the ‘risk invol
considsrably different
ot wells, 18

1 feel that

A Yes, sir,
Q And 8 risk in a wilde
in an aread whiech ha

at area is
s been developed by offs

than it is
1t pot? _
A Yes, sir, there is & gigterence in the risk.
each m'uncoi T assune, 88 & land

Q S0 that yeu must, in
e who m involved in that area,

«hat with the peopl
L Yes, 8ir.

stand cn 1ts

nan, negotiate
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qQ And each instance, generally, vould have to

br%iutu«. the 29«7 Unit

gus that uinilinriéy {n these agreements a
: a where these

age involved there is pri+

persentage wise, ihn'f. the majority of aered
‘4{nvelved actuf&h Federal leases?
| off hand, There is 2 great deal

4
-3
g
3
g
4

anit agrowmeats are
y Fedaral acreate,
in mest vof thess units

I don't think I could say
lved, but as far as per

A
¢ Federal acreage invo

centags wise, 1

o
Q Now, insefar

1s concerned, that unit agreenent

Federal Government?
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if the Commission fpluu,
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form that has to be f
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RS A Nt 6

|z9

[snte wmit oparstions?

43 immaterial in this case, beccusge it does not contain 1nt-nsts oq
the working intemst and phe porportionate costs betweer. them.
Q Well, let me ask you thias. You are acquainted with Federal
leases, I assume? A Yes, sir.

Q Isn't it true that under a Fedsral lease that the working
interest owner, if the CGevernment regquests it, is reguired to snter

A That is what they say, but they have never required uybd}
to tltu- into one.

Q It is a provisien in the laase, you know that?

A Yes, sir.
; Q Don't yeu think that the olmnta which lead a pcrm net

nly to join the wnit agreemsut, but to go along on a form of oper-
ting agresmemt that are present under a Faderal leass might net be
resent wnder a fee?
A I think sest Pederal ownerships are well acquaintsd yith
the faet that they are not required to on a --
Q@ Mr. Bittick, what I am getting at is this, you knew that
th the unit and eperating agreement, where Federal acreage is in-
volved, have baseme more or less siandardised, have they r5%?
A Yes, sir. )

Q Do you think that thi same factors that apply to your
trading with pooplo on Federal leases, with reference to their ente

ing inte these arrangements, is the ssme as the pecple with fee acr
age?

A Well, I don't see any material difference in the situation
tﬁat we are discussing, as far 23 a provision for 150 per cent recovery

is concerned, I don't see whether it is fees, State or Federal enter
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into negotiations whath?rvyou are @cing to have to pay 100 psr cent
or 150 per cent costs of the well.
| Q Do you beliavs fhst ap op~Tator, under LLe3a agraencnts,in
a proven area is entitled to recever iSO per cent of the costs of
the well? B .
A Yes, s8ir, I do~,% if the other party is not willing to put u

the ’mh. ‘ |
Q < feenm what {;‘ﬁvr‘x&l do you base tha:?

A Vell, in any mu there iz still an element of figk there;

| mbondryhohinaehnlfuetionudapodyﬂﬁmhtb
|otaez half.

Q But whers the risk is les=, the poalty ought teo be lm,
isare thlt correct?

A Well, of ecourse i;hon you get into that-.,f'you are going to
get into a percentage pz*cipl« therse, how uuchr less 1s the risk? how
we b greater? and I doa't feel T am qualified to say whetisr it
Eald be feduced by ten por cent, fiftean per cent. I de nmew
that thi:typoal’wnthubun uudinagnatun?muin
the San Juan Basin. |

MR, CAMPBELL: Thit is all,

!l_r. Uts. _

€CBEO03S EIAMIKNATION

BY MR. UTZ:

Q Do you know of any dry holes within the pool limits of the

Blaneco-Megaverde?

~d

depending on th. area. Yeu will have a nrr.ln; amomt of risig thu‘& :

mi. MACEY: Does i;nyono else have a question of the witnu’?

gl

A I don't know whather thers are any or not, at this time,
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Mr. Uts,
R The MS 00 a month oporatins costs that you spoke of, for
operating the wells, does that include all costs and supervisery and
office clerical help, or ~-
A It includes -~ it doss ret include all costs. If a gas
engloeer has to go out and spend time on that well, or if we have
a geelegist out there for soms reason, his time iz charged dirsctly
that well in additien to the 3,35.00 2 monrth er the $250.00 a non?h

Q Do you have a figure that would include all operating eon+?

A No, sir. That I don't believe you can get one figure that
mld nni- i1t all, because the tims that a geologist 6r petreleumn
minur, or gas enginesr, might spend en one well would vary, and
a gas engineer, for instance, might be out there ons day or he may
be out there ten days, or it might not be out there at all one montl
sand ten days.the next, so I don't believe you can reach any direct
figure and say, as far as direct chargs is scnesrned, "This is what
1t will be.” It is dased strictly on what is done at the wall.
Q It would be a montheto-month propesitien?
L Yes, dir.

MR. UTZ: That is all,
MR, MACEY: Does anyone else have a question of the witnesq?

CRESS EZAMIKATIIO) |

8

I'=

[BY MR. MACEY3

Q Mr. Bittick, on ore of your exhibits, I believe Exhibit "B *
what is the status of ths well which is located in Sccfion 10 of 321
10W?

A That was a proposedwell, It has not bsen drilled, has not
been spudded.
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Q In other words, the north end of the proposed unit is not

offsst by production, either northwest or northeast?

v bl
A VarANy

b
r

., -~
A Mo, =3= ) ners

&, « Up gast, in Colorads,
right above Section 8, if I'm not mistaken, éthere is a dry hole or
a: atazdoned hele 7,700 feet decp, T hs»lievé ; out there iz no pro-
duetion north of there. 4 A |

q Turning to your Exhibit "C," which 'is this decument that I
have in my hand, I note that after examining the various provisions
contained in that Exhibit, that the provisians vary $¢ a certain
degree as to the percentage of the total thét ﬁh& drilling puftyv:
is to recsive from the cost of the well. . A Yel,oir,iﬁ‘anft

Q Fow, briefly, in a block~type unit, what are the participag-
ing areas in a block~type wnit? In other words, when a well is |
drilled on a 320-acre drilling traet, do the people who own intereats
wnder that tract, do they share just in that well, or in the emtire
wit? |

A They share in the ontirs unit when that well is taken into
the participating area. |

Q  All right. Now, simply, are there not unit agreements in
effect in the Basin which limit the person's interest solely te the
320 acres upon which the well is drilled? : .

A ¥o, sir, If I understand yoivr quenfzion, I don"t believe
there are any. ;

Q In other werds, in each of these agreements, when a mrﬁn
| puts his acreage into a unit and thereby a wall 1is productive in chtt
screage, he shares in a total of the unit in the proportion-that hi

acreage bears to ths total? A Yes, sir. -
Q In every instancs?
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A In these block-type units, How, he 18 going to sii~-: in ag
acreage basis on all of them, but in the Rincon Unit, the working
interest owners share in the entire share to the proportion that
they own in the unit, |

Q Now, when a man owns an intemst in a block, 320 acre unit,
der an sgreament, and he sgrees to pay his proportionate ahare of
e well to be drilled in that tract, at that time, he knows that

Lhcthor that well is a good wall or a poor well, is not going to
terially affect his oversll income?
A Ko, sir, that 18 not correct. He <~ the well has to mest

ﬁc standard of the unit participating area. If it does nmot, it wil,l
t be taken ia, and if it does not, hs will have his half nction -

Q V¥hat are the standard for the minimum?
A That varies. We have no - |
« HOWELL: Might I interrupt a minute and suggest that thi
. "ight next to tho 32-9 Unit, and that you ask quonim as to WI
‘standards are for commsrcial wells in the 32-9 Unit area?
MR, MACEY: All right. That would bs satisfactory.
A We have adepted a standard of 1,500 MCF frem Mesaverde.
Q Open flew? y A Open flew,
Q Now, dom't you think that it wovld be a little bit of a |
ferent situatiem if & man krniew that he had a reascnably goed chanpe .
f sharinz in a unit, where there wasn't any questien as to whether
well was going to make 1,500 MCF, bscause his intsrest would be
the total, and the fazet that there might be 15- or 20-aillion foe
on that area that he is going to share in, don't you think
#ould gevern whether he might join in the dri{lling of » igll ox net?
A Yes, sir, that would affect the element of risk as far as
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he is concerned. ,

'Q I would like to ask you one quéstion abéut that’olamcnt of)
risk business which I don't think you brought out. In additien to
the element of risk a«s to whethsr or noé from a geologi'cé.l or reser
voir standpoint that gas is going to be %px‘oductive under a certain
tract, isn't there a mechanical risk rm the standpoint of iosing
a well when you get about thres quaters %'of the way down? '

A Yes, sir, but the estimate on uhi: well 48 i everything
goes right, it could be $150,000.00, you% never know, |

Q Has E1 Paso, in the Basin, experienced any amowunt of diffi.
eulty from a mechanical standpoint? Hav%e they lost any wells purely
‘|frem mschanical reasome, I'm talking sbomt.

A I'm not swe, Mr. Hacey. I couldn't give you my speeific
example. We have participated in some that. cther people were dril.
ling that ran up to $150,000 or so, due to mechanical difficulties,

or 30 ~-

MR, MACEY: That is all. Does 4nyone else have a questisn

of the witness? If not, the witness maygifba excused.,
1 (Witness axcused:)

MR, HOWELL: We will offer in evidence Exhibit "D,* I
think we have offered ™A" and "B" and ~c," but not "D.*
| MR. CAMPBELL: What was "DW7 |

MR. HOWELL: This contract. :

MR. CAMFBELL: My objection gecs‘? to that also.

MR, MACEY: The objection will Sfe overruled and the exhibif
will be received.

MR, HOWELL: Mr. Morrell, will you take the stand, please?

FOSTER MORRELL,
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called as a witness, having been first duly sworn on oath, testified
las follows:

DIREST EIAMINATION

BY MR, HOWELL: |

Q Stats your name for the resord, plsass.

A My nams i3 Foster Morrell,

Q VWhers is your heme, and what is your occupgtion?

A My home i3 in Remwell, New Mexico} I am 2 petroleum consuls
tant. | |

Q What experienes have you had in the oil and gas imdustry
Mith referwnss to the San Juan Basin?

A. My experiengs in the iaduatry is 25 years with thn !hﬁtod
States OGeelagieal Survey, and four years, and a majerity o! thn tin#
h.qa—qp.at in operations and administrative mattere in the San Jumn
- Besic. ; .

N Q Prier to your becoming a p,trolta- eonsultant, what patitiﬁa
- did you have with the U.8.G.3.?
A Negienal 011 and Gas Superviser, Romwsll, Sontinmstern

Region. |
Q Is shat the office that has jurisdiection of the San Juan
Basin? A It is.

Q  Are you familiar with the development and mamy of ths eene
traets which have been made with reference to development and drile
ling of wells in the San Juan Basin? .

A- I am personally familisr with them,

Q@ Did you participate in the preparation of the so-called
block-type unit? A I did.

Q Ani have you been employed by El Paso Nstural Gas Company
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nd other companies, to circulate agreements, unit operating agres=-

’

A T havc,

Q VWould you nake an sstimate ac to how ruch time you have

peiiis and communitization agmemetits in the San Juan Basin?

pent ir discussion with botk land owners, msjor comparies, and
ndependent operators; the temg of commmitigation,operation agrenL

nts and unit operating agreements?

A During tne last four yeir.s?

Q4 During the last four ye&s.

A I would say approximateiy thrss years out of the four,

§ Are you familiar with ;ﬁe custom of the industry in the M

wan Basin with reference to ‘chg" recoirery of costs in a drillins ,
lock or a drilling unit woen ox_ia of ‘the owners of the mineral into#b
or ¢f the leasehold workiné interest does net care to put up
amd pay in cash his share of thjé ydrill‘ing costs?
A Uhen a party does not put up -
Fii. CAMPBRLL: 1If ihe 5Comiuioh pleass, juit befors he

answers that question, pleasé g‘“now that I rohgw my objection to whi
the ewstom may be in other aiégﬁations on the ground that the
peoling statute asts oui the bfasis on which the costs of the well
{shall be esbablished’aa the lof’tzest actual expenditure and rouandbl‘
cost of lﬁpez‘-vision. Go aheadj. |

A When the party does :iot dasirol to put up his cost of the
drilling, it is é gensral préétiee‘ in the San Juan Basin and includs
ing the San Juan 32 dash unit;é; ageeement which offses the tract whie
is the subject of Case 1001, ic.he unit operator is sntitled to recover
100 per cent of the opcrating coats, plus 150 per cent of the dril-
ling costs until tine non-conéencing party participatass.
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Q You say the unit operator is entstled to -~
A The working intereat owners; the unit operacors does it on
behalf of the owners who do ~ontribute.
Q What dees the owner of the minerals who fails to con‘;'.ribntJ
cash receive out of produetion, as a custom of the industry?
A  Under the nen~conssnt provigion?
Q Yes. B
‘A He receives nothing urill the 150 per cent cost of it iz red
ecovered.
‘Q That iz 150 per eemt of the drilling parties'! eosts of
drilling that would be attributable to the mineral ewners asreage?
A lis percentage. | |
That is the part of the bloek that is being drilled?
Yes, 3ir.
Are you familiar with any other -~ in instances inztead of
150 per eent, where there has besn interest charged on the vnpaid
[salance? A |
- A  Under the terms of th’; unit agreemsnts, the unit oparator
is entitled to receive the cest of each mineral owmerts or working
interest share of the drilling of & well in advance. He may also
sleet %0 receive six per cent interest on any unpaid balanco; that

>

o = O >

are not r’ec“eiicd currontly.

- Q Now, if I understand that, that is that the unit operator
that make# any expenditure in behalf of others in the unit, is entiijled;
under the operating agreements, to be paid asix per cent interest on
any unpaid amounts? A That's right.

Q Now, with reference to the 150 per cent provision, in your
opinion, the provisions which permit drilling parties to recover 15(
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be

pon-consant or nonedrillii !

|

rilling cost.s bsfore the
are of prcduction, are those 150 por cent pro-

or doss the value of the KONéy,

r eent of the 4
y receives his sh

isiens molely connected with risk,
to i’.hat."

¢ uwse of monsy, enter in
uae of money is a definite part of it,

A The value of the

in

ition to risk.

Q@ Have Yyou actually ncgotutod sgreaments eovering this 150

r sent with various owners of mineral interests or leasehold work~

interersta?

A Ihave. A nvsber of thu.
a fair and reasenabls provigien?

air and reasemable -< ard,  in fast,
eral contracts not on the vasis
e air by the Federal Govcmnnt*
tors fron all over the United

Q Inpuropinion, is &
A In-yopi.nmuhaf

t is dased and ingluded in nany fed
semething that is pulled éut of th
ut en the recommendations f:;on opera

.

132 such ‘a provision customary throughout

ch one party who owns a
rilling unit is not willing

Q In yeur opinlon,
e San Juar Basin in 8 ltt.ution in uhi
ton of the ur.mpoolod*o fomad
pay im - h:hhuskarcof the costs?

A It is wsed tm'mghout the San J

Q You have heard the tostin:my of Mr.

s that are cuatwily charged by £l Paso Natural Cas Cm¢+7
have you not?

uan Basin.
Bittick as to the overe

head cOSt
bn both drilling and opcrat.’mg wells,

A Yes, sir, I have.
Q In your opinion, m thoge overhead costs for supervision

rair and reasonable?
A Thay are fair and msonable and in general use throughout
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the San Juan Rasin, ,
Q MNow, with reference to this W/2 of Section 15, the testimody
lshows, I believs, that there are » number of tracts involved; we
have a situation hwere in which one party has a three aere tract who
has refused to participate in any fashion, Will you tell the Conniq-"
sion whether or not in yoﬁr opinion it would be proper to have an
wmerthodox unit, excluding that three acres, in order to permit the
owners of other tracts within the W/2 to recover their fair and
just share of the oil and gas underlying the W/2 of the section?
A It would certalnly be my cpinion that it would be reaaonab*
to have am unorthodox unit in.order to protect the interests of the|
parties that have leasses.

Q And in ths evant a fair and equitale portion of the costs
cannot be achieved, and interests which refuse to particlipate in
sueh coats by contributing cash, elsct not to join in the drilling,
would it be necessary to have a smaller unit than the 317 acres, in
order to permit those who do desire to participate to get their fhiq
share and recover their falr share of the oil and gas underlying '
the land? A It would.

Q I believe that the record shows that this tract of land is

.

located within the Blancoeiigsaverde Poolj can you testify definitely
as to that? _

A All of Section 15 is included in the Blanco-Hbiavor#eEbel
by New Mexleo Oil Conservation Commission Order LUO9, dated March
31, 1954.

Q@ Do you have any other points in connection with this case
that you - statements you would like to makae? Ydu have investigat%d

it on behalf of the company.
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et

A I think that th® L&
covery for the drilling costs is very reasonable. You come ¢ 7%

n-corsent provision for the 150 por cen
ceer of 83X per cent interest] aix per cent will nmried;.ly
le.in approximately sixteen YS&rs, the payout on wome of these
gaxerds W18, including wells of the lo¥ {nitial petatia}tty, as
nave in the ared of Section 15, B&Y be ic the ntw of

ight W fifteen yoars, 8 that even with the six peresst, fis could

-rt\;w 150 pet gont of the drilling eests. [
)a. CArssale I vould 1ike the reosrd 1O shew ny sbjectict
1vs vemifying a» o WBAE 1s good for Y clieist.

s, amd yOU get 2 ZTE or 2ao-a¢ro ponstandard unit, théis well eha
prepess Lo arll is going 0 cost exXactly vhe sane aount of

A Asfar &8 the actual cost of ths well, Y&
Q So that if you reabvor your share of the Y;gcr% costs of th
11 out of nis gas, ever 100 per cent, and get t;hat aciditioml gas
. the unib, {sntt that to some advantage of Bl Pauo%ﬂatural (tas
pany, °F is this all & one=~way propotit.ion?

A 1 say it is no advantage U0 the L1 Paso Nnturul Gas Compar

q They are getting some help in the payment of ;their well,

e
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7 A They are getting some help in payment of the well by your
non-consent ing? .

Q@ If a compulsory pooling order is entered, Mr. Morrell, thn*‘
puts this forty acres in this unit and requires us to pay our share

|of the costs out of some portion of the productior. -~ forget fer th
B mement the hundred cr hundred fifty per cent, but if it‘is‘a h
? per cent, El Paso is better off, is it not, to have that contrihnti n
to the costs of the well than to have a nonestandard unit exeluding|
our asrsage and paying the same amount for the well? '
A No, because =1 Paso is taking gas, and the gas that they
produce ia paying you for your contribution. .
Q VWell -=

A  TItwowld not be betb.f for E1 Pasoe.

Q ==it is a payment out of our gas, is it~noﬁ? _
o A But you haven't got‘the gas to produce, and they driil a v T
well, | 7 1
. - Q Another factor, Mr. Morrsll, El Paso Natural Gas Compamy
can uses the gas, can they not, youwill get a larger allouabibr;!"
you get thau?
A Dépends on who has the well.
Q Bul you would get more production allocated if it were a
ﬁéfé acre fnd 260 - _
- ‘A That gets into the market situetion, and not what we are
Iavelved in here,

Q If you were engaged in private negotiations as you.frequcntly
are, in connection with this, those would be factors you would cone
‘ sider, would they not?
A T would always enjoy getiing a well paid on production that
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iomo‘body ¢lse drilled.
Q It just depends on whoss foot the shoe is on, doesn't it?
A Vell, yes.

MR, CAMPBELL: That is all. .

MR. MACEY: Does anyone else have any questions of the
witheas? Mr, Uts,
GRO3S EXIAMINATION
BY MR. UTZ:
@  Mr. Morrell, are you familiar with the geology of the
Mamrdc Formation in this area and the wells in this pool?
‘A To a conaiderabls extent.
q In your opinicn, will one well effiglently and cctonﬂi«:all*L
drain 320 aeres in this pool? . A Tt will,

Q@ Do you believe that a well drilled in the Blaneo-ﬁeunrde
thres acres, which will serve three, or point nim thres seven
v_mt‘ of a 320 acre allowable would be an unnecessary well and

heredy -~

A A ssparats well on that three acres would dut‘iaiioly be

-mouua‘r’y wall,
Q Do you belleve that one well drilled through the Mesawerde
mtion on the west balf of Section 15, 32N 10W would economically
[::‘ﬁcimly drain that aereage?
A The thres acres or the 3207
Q  The 320 |
A I taink it weuld,
MR, UTZs That i3 all I have.

MR, MACEY: Does anyone else have a question of the witness

3

[f not, the witness may be excused.
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A If the Commission pleass, I might bring up one other point
that I think is rather direct to this particular cass. We had a
similiar situation on a 320 tract that involved some unadvertised
land and some non=-guxitte’ lani and they did nast seek to 1eas'g the
land to others or to join a non-consent propesition, and wea brough
out dd‘initely at that time that an ungrthodox unit was gr:ntd&_;by
the Commission, The parties who did net consent and did net Jjein .

in that can join at any time by the payment of the share ef the m\'rl

of the well and enjoy banefits of preoduction frem that tims on,
MR, CAMPBELL: Mr. Merrell, are yeu prepesing that?
A Yo, I'm saying it was a case that had scms similar
1§tics. .

MR. MACEY: If there are no furtinr questions of Mr. Morre}ll,

he may be axsused. ,
MR. KITTS5%t I.would like the record to show whether or not
My, Clark has made an appearance at any time this morning.

MR, MACEY: I don't bslieve thers is anyone hers represent4

ing Mr. Clark.

MR. KITT8: Is Mr. Clark in the hall now? Apparently not.

ME. HOWELL; If it pleass the Commission, Mr. Macey handed
me a telegram frem Pacific Northwest which T ask be made a part of
the record, and, with that, we would rest our testimeny.

MR, MACEY: D¢ you want to resd it?

MR, CAMPBELL: I have no objection.

MR, MACEY: Please include that telegram in the record.

MR, KITTI:¢ \ Do you want it read?

MR, MACEY$ Go ahead and we can get rid of it.

-I;iﬂ. KITTS: =To W. B. Macey, 011 Conservation Commlassion,

L 9 o

Ld
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Case No. 1,001 which is %o

am Cowmission this morninge.

e heard before the 01l Conser sion
Pagifie Rerthwestern PL on Jeptesber 6, 1935,
&) Gse Company %0 join in miusm

agreed with El Paso Haviu’
of Sectien 15,

developing west balf
axreed to bear its proport '

have no ob jection.

- may I ask Mr. Morrell ons question
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A That's corr.et;

MR. MACEY: Does auyone else hava anything further in this
cagse? Any statemants?

MR, CAMPBELL: I think I would like to make a statement.
If the Commission please, in the first place, as I have stated
during the courss of this Mearing, the New Mexico Statute with ref-
|erenes to cempulsery poeling, as the Commission well knows, has
never been tested in any manner or interpreted, ;eté:lly. by thia
Cemmissien or by a Court. |
Ouwr statute differs in soms rsspscts frem the statutes of 2
nunber of other states thlt have cempulsery pooling arrangements,
For example thyStatute of Oklahoma new contains specific provisiens|
that in the event of a compulsory pooling erder, the non—cans.ﬁting
owner?s share of the cost of tho well shall be paid out eof the 7/B'd
or vhatever the leaseets interest is, and they define the leamee's
interests under an unleased mineral interest as the 7/8's,
I peint that out becauss I don't want the Commission to get the
impression that we are completely unreasonable in suggesting that
the costs sheuld be borne out of the 7/8's, bscause that is sxactly
the situation that is followed under the Statute in Oklahema. |
Now, I wust concede that our statute contains no such spesific
lprovision, but it does indicate that that approach has been taken. | :
I believe I am correct in saying that the same general statutery
provisions are in effect in Colorado, but I know of no cases up
Lhere whers an order has been issued though there may have been somd.
In Oklahoma thsre have been a number of orders which either require

the man to pud up the cash or hie share of the costs of the well wiy&
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orders provide for 125 per cent. The Oklahoma Statute contains the
lowsst actual expenditure provision, and, to my knowledge s that has
never been testsd in Oklahoma, but I point‘that out to indieate thj
what approach this Commissgion takes on this mattsr, that the attitwile
nt! sesteton af the applicant in this cass, I don't believe, is an
Mbh ens under the gircumstances.

" Now, I think that this l:ltutien can be made an analesy in .-.'.;..-J('
n:,«ca to a nmumting ttpnant in commen under an ¢il and gas
1sase where cne temnatt in common wants to drill a well and the o
dbn not, I think it is a recognised principal ir law that the :t
who wants to drill a well may do se and he is emtitled to recevor
the men—esnsenting imterest out of his share in preduction, twt I
dem't kuov of ary arrvangement in which smebody who does not want th
‘ tckc s risk in any partioular situation is penalised fer net going
aleng, and that, the question of whather he wants to go aleng can
depend at any particular time on any number of fastors: He may not
hmthmyinmh,hnnynotmt to apendmcytodrm
tlut year} his tax picture may be different from the other party’sg
hcfnydcddc ke wants to put his money in soms better risk where=e
and he may vant to wait a few ysars, hoping he will get a better
market price fer his gas. Thers could be othe: reasons, but I
don't think the Conservation Laws contemplate that that owner who
is pct into the drilling unit and who should be, because if he isan'l,
you have confiscated his property. '

That that owner, because somabody else in that wmit wants to
drill a'well at a particular time, should be penalised; certainly hp
| should bear his costs in that well, but these questions of interest

and 150 per cent and so forth, I can't honestly ase that that is the
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Prover approsch to nan.eonaenting arrangements in these pooled tracts.
What they want to agree to under unit igreements, is, I think, an
entirely spearate matter.

Se, if the Commissien feels that under the general awtherity
50 set fair terms and comditiens, it can, in its order, preovide a
insthod .of recevery of cests, I belisve thoat the fair way t6 i it
is te apply it te the 7/8's imterest on the 40 aare traat on the
basis ef the lewest actwal expenditure and reasonable costs of suped~
fsien. 8
 I'm net certain that the Commission has such pewer, beeause «#

s%eps after it resites that the Cemmissien, in the case of
dispute, may determine the costs of the well and the reasemadle
supervigery charge. It says nething about determining how the
preduction shall be allesated or hew that costs shall be berne, and
iwe may be in a situation where the Commission may want tc issue its
lordcr conpulaerily poonag the acreage, establishing the preseat
|estimated oosts ef the well, retaining jurisdistism in the futurs
|te determine the actual costs if thers is a dispwte, and then lsave
the parties to their own negetiations or litigaticas te determins
in an accownting action how the falr cests of that well is to be
borne, but the impression seems to be created here that the applicasts
are taking an unreasenable and unfair position. I don't think that|
is truss I think they have the right to determine, at a particular
time, whether they will either make a cash investment or be cut out
of these units and be deprived of their gas. I think 1t 1s to the

advantage of the applicant, El1 Paso, here, where thess non=consenting

owner situations arise, if they can't enter into voluntary l.grnmﬁu,

and that hasn't been sxplored here too greatly, but whare they run |
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into those gituations, certainly it seems to me that it is to the
advantage of 31 Paso Natural Gas Company to regovar part of the
costs of the well even if it is 100 per cent and to get the gas.

I believe that is all i huve to z&vr 2t this time,

"MRe HOWELLS If it please the Commission. I ghall try to
be very brief. /

It is a pleasure to ccncur with one statement of Mr. Cupboll'f
and I wiah tc make it quite clear that E1 Paso Natural Gas Company
dees not in this case or does not expect in the future to take ths
positiem that it quarrels with any individual who says, "I do not
care to put up in sash my share of the coats of drilling a well,”
I- gconcur completely with Mr, Campbell in saying that any i.ndivﬂul
or ee-puxy "has ths right to say that he does neot or does want te
share the costs and pay the cash. | :

» Whers I differ from Mr. Campbell, and whare Z1 Paso Natural
Gas Cmny‘ diffors from Mr, Canﬁ:al's clieats, is ths effect that
that position has upon the well that may or may not be drilled upon
the tract of land. I think the point at issue, generally, can be
clarified to thems points: Mr. Campbell’s clionu eontand that al=-
thouh they are the owners of the minerals, and under the Statmu of
New Maxioo, are the persons entitlsd to go upon_and drill that particula:
forty acres, there is no lease outstanding, they own so many aeres.
We cannot subscribe to their contention that 'havii:g advanced for
them the costs of drilling the well that they should receive 1/8 of
the gas attributable to that 4D acres free of charge and t0 expect
us to rscover out of 7/8 of the gas attributable to that acreage the
money that we have advanced for their account, nor do we think that o
it 18 fair and r-easonahle, as the statute suggesis or spscifies, th |

ADA DEARNLEY & ASSOCIATES
STENOTYPE REPORVERS
ALABUQUERQUE, NEW MEXICO
TELEPHONE 3-6681
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Commission shall determine wilh fair and reasonable manner, that
any company who invests 1ts funds, puts its cash into the drilling
of & well, should be limited to recovering out of production that
may or may not rasult from the drilling of that well, exactly the
amount of money it spent without regard to the value of the use of
1t§ nohcy during the time that it has been investad for the benefit
ef another persem er without regard to the risk taken by ths drillihg
party in drilling the well, .

Wa - tiink that ths statute does not prevent the Commission frd#
making such a determination, and we suggest ;hnt the evidenee in
this case, that the record overvhelmingly and without eonsmsuimr
supports the Commission in determining that it is the custom of the,
indultry and that 1t would ‘be fair end reasenable in eutering &
c‘lynlonry pooling order to permit the parties ctthnr to pay their
share {m cash of the costs of drilling the well, or failing to pay
their share in eash, to have their entire share of production re-
tiinod by the drilling party or umtil the drilling party has recoverpd
all oper!&ing eosts snd 150 per cent of the drilling 'costs, at whieh)
time the honconsent pnrty would then come into th; full share allo#
cated to timt hO-aert tract, |

We think that is the fair and equitablo and reasonable solutiow
of a problem and is overwhel:ningly supported by the records in this
case.

Thank you.

MR, MACEY: Does anyone else have anything further in thes%

If not we will take the cases under advisement.

(Recess., }

ADA DEARNLEY & ASSOCIATES
STENOTYPE REPORTERS
ALBUQUERQUE, NEW MEXICO
TELEPHONE 3-6691
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BEFORE THE OIL CONSERVATION COMMIBSION
OF TER BTATE OF MEW MEXICO

B TEE COMMIBSIGH:

These canses cany oa for heariag at 9 o'closk a.n.
on January 19 and again at 9 e'clock sa Maswary 20, 1988, before
the 0il Conservation Commissisn, hemeinafter »eferred %o an the
"Commissien”, at vhich time wpon stipulation of the partien, the
tvo canas were comdelidated for the parpasea of hearing and any
review oxr appeal therefrom.

NV, on this 7 mumnm.mw

m..mm considoved the record,

evidencs, Wm.auummnmmnm
!mt

FINDS ;

(1) Tbhat due motice of the time and place of hearimg
and the purpose thereofl haviag beea given as required by law, the
M‘;m has jurisdiction of thewe cases and the subject matter
thereol.

(2) That applicants Saul A. Yager, et al, in Case

i No. 1000, are the owners of all thoouu.ndwaadotheruaems
underly;tnc the NW/4 NW/4 of Bectiom 15, Township 32 North, Range
10 West, San Juan County, MNew Mexico, sald mimeral interest being
: unlemd and constituting 40 acres.




~G=
Order Mo. R-795

(3) That applicant, E1 Puso Natural Gus Company ia
Cane fo. 1001, horeipafter referred <o as "il Paso" is the Jwe
of three oil and gas leases in the X/3 of Scotien 185, Tewnokip
38 Nerth, 10 Wat, NEFM, maid lesses tetallimg appreximately
174 acres, the tien of said lesaed servags Deing more
particularly siowa of said appiicast’s XxBibit “A" sceompanying
its appliontion im Came Ne,; 1801, akich i5 & poFtiod o1 the record
horein. L

(4) That Pacific Northwest Pipsline Cerpe

ipafter referred to 48 "Pasific”, iz the evser and b Of leane-

¥/4 of said Seetisn 15, the lecation of said soxreage being more
partioularly showa os Kl Muse's Exhibit "A", | ‘

_ scoompanying its _
application in Case No. 1001, which is a portioa of the recerd herdin.
(8) That Kl Pase desires ts drill a well te ths

(9) That the said Dave Clark, although duly given !
notice of the hearing of thess cases, was not present at the hoari -
herein, mor has he entered amy appearance or pleading in either of
thewe proceedings; the said Clark has given a0 iadication, svidency
no intention, or made no application to the effect, that he desir
to drill on his separate 3-acre tract ia accerdance with Sectica 3
{a) of Order R~-110 or paragraph ¢ of Bec. 68-3~14, NMBA, 1953 !

SOomp .

! (10) That the drilling of a separate well oi said
! 3-acre tract bslonging to Dave Clark would constitute the drilling)
i of an unnecessary well.
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» (11) That one well drilled im the W/2 of said
Section 18 te the Nosaverde formation would efficiently aad
econamicslly drain the eative 330 acres.

(13) 7That the emtire ¥W/3 of said Section 18 can
Wrumunmunoxmmmmm

(13) That the csmpuisory commmaitimation of all the
mth:.::.&:/:.:rmt:.:o ““1n3-¢"n3'"' il;i:‘ch
mummumumnm'g-nu

4. That upen osmpletion of said well the mpplicant
£l Paso shall submit to the Commission a verified statement of
actual costs incurred, the Commission reserving jurisdiction to
redetermine the cost of such well in the case of any dispute.

5. That the basic proportions of the cost of drilling,
completion and equipping the said well to be drilled by El Pasc
shall be borne as follows: El1 Paso Natural Gas Compazny - é%,

Pacific Northwest Pipsline Corporation - 103, the Yager Group -

40 and Dave Clark - 3 .
320 I
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Order No. R-798

6. That Pacific Northwest, the Yager Group, and
Dave Clark shall pay their share of costs of E1l Paso by either
one of the two following methods:

fa)

(»)

ir/

They shall each pay their basic
proportionats sharse of ceste, or
furaish a sutficieat guarantes oi

order, sald paymeat inewriag
sach satd party its same te
share of the working interest in said

That the said partiss shall be permitted

t the outoems of the drilling,
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OIL CONSERVATION COMMISSION
P. O. BOX 871

SANTA FE, NEW MEXICO

May 2, 1956

[ VY S, L

Fr, Jack Campoell
& Buesell

P.0. Bex 721
Roswell, New Msxice
Dear 81ir:

%s saslese & oepy of Onder R-795 issued April 27, 1956, by
the 011 Cemservatisn Commission in Cases 1000 and 2001 which were

heard on Jamwary 19%h and 208h, ,
’ Very truly yours,

A. L, Porter, Jr,
Acting Secretary - Directer

% Enel.




=2 o O

OIL CONSERVATION COMMISSION
P. Q. BOX 371

SANTA FE., NEW MEXICO

May 2, 1956

¥Mr. Ben Howell :
El Pase Batwrel Gas Company
P.Os Bax 1492

Kl Pase, Texas :

Dear 8ir;
e enelese & eopy of Ovder R-795 isswed April 27, 1956, by
the 011 Comservation Cemmission in Cases 1000 and 1001, which were

"heatd on January 19th and 20%h.

Very truly yours,

‘o LC P r, J'O
Acting -~ Director

ALPsbrp
Emecl.

A R v Al st e b B e e




% OlL. CONSERVATION COMMISSION

N r. o:ox o7

SANTA FE. NEW MEXICO

November 6, 1956

Mr. Dave M. Clark
1828 Deafamith Strest
Vernon, Texas

Dear Sir:

This will acknowledge receipt of your letter of October 29,
1956. In this letter you siated that you did not receive legal notice of
the hearing which resulted in the peoling of your three acres in the NE/4
S8W/4 of Sectien 13, Township 32 North, Range 10 West, NMPM, San
Juan Cousty, New Mexico.

Under our statute and the Commission’'s Rules and Regulations,
notice may be given by persomal service or by publication. Said motice
must be made at least ten days before the hearing. It is the policy of the
Commission to, in most cases, give notice to all interested parties by

which was sent to you notifying you of the hearing was not considered by
the Commmission as official notice, dbut rather as a2 matter of courtesy by
the Cammission. This practice is also followed in most instances.

R As there was no petition for rehearing or appeal made by you
within the ststutory time, this order, by law, must remain in full force

and effect.

We would like to call your attention to paragraph 1 of the
order which states, in effect, that all of the pooled and communitised land
is recognised as a pooled and communitized tract in the Blanco Mesaverde

publication. This was done in the case involving your acreage. The letter ’

S DT



.z.

Mr. Dave M. Clark
Movember &, 193¢

A. L. Pertey, :,. : ‘ |
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81 Exhibit A
| Te Accompany an Application for Unorthodox
Spacing Unit W/2 Section 15 T-32-N R-I0-W N.M.PM.

E.PN.G. < | pacific Northwest

Dave Clark

Saul Yager, et al

Scale: 1" = /4 mile
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BLOCK TYPE UNITS

The following provision in connection with non consent wells i1s contained

in Section 8, Paragraph B of the Unit Operating Agreements of the San Juan 27-4, San

© Juan 27-5, San Juan 28-4, San Juan 28-5, San Juan 28-6, San Juan 28-7, San Juan 29-4,

San' Juan 29-5, San Juan 29-6, San Juan 29-7, San Juan 30-4, San Juan 30-5, San Juan
30-6, San Juan 31-6, San Juan 32-5, San Juan 32~7, San Juan 32-8, San Jran 32-9 Unjts:
. . ."If less than all of such parties elect to join in the drilling
of such well, Unit Operator shall, upon obtaining required
governmental approvals, proceed with due diligence to drill
such wall at the scle cost and risk of the party or parties
electing to share in the costs thereof, hereinafter called
the "drilling parties”. 1In the event any such well is a
dry hole (and is not taken over for plug back or deepening),
it shall be plugged and abandoned at the so}e cost of the
drilling parties. In the eyent such well is a producer, it
shall be tested, completed and equipped to produce by the
Unit Operator at the sole cost of the drilling parties, and
such drilling parties each in preporticn to its ccntr;u Tion
to the cost of drilling, testing, completing and equipping
the well shall be entitled to receive the proceeds of pro-
duction from the well or, if it is capable of producing in
paying quantities, shall be entitled to receive the proceeds
of production allocable to the interests admitted to the
participating area on account of such well, after deducting
therefrom all royalties, overriding royalties, production
payments and one hundred per cent (100%) of the operating
expenses attributable thereto, until said driliing parties
shall have received therefrom one hundred fifty per cént (150%)
of the costs of drilling, testing, completing and equipping

said well to produce.” . . .

o R e e i e e e




ALLISON UNIT

The following provision in connection with non consent wells is contained

'lnn__‘\

in 83C1100 2, Paregraph 2 of the Unit Accounting Agreement of the Allison Unit:
.« + ."I2 such well is drilled by any party hereto or by the Unit

? Operator not acting as such and shall be completed ss a

gL

prodacing well auch that the land upon which it s situated
L

may properly be included in a participating area, the well

shall be operated pursusnt to the terms of this agreement as

v
. —— VR TR RIS AT T

: . i ‘ though it had been drilled by the Unit Operator and the party

3 . drilling such well shall receive 200% of the total cost and
expense of drilling, testing and completing same, payable

out of the first production therefrom remaining after pay-

ment of szll royalty charges, deductions for amounts used by

e e e -
MR T

e

Unit Operater for production, developing, repressuring, re-

cycling, or unavoidably lost and deductions for operating

. i expenses.” . . .
* * ¥ ¥

k- \ CEDAR MESA UNIT

The following provision in connection with non consent wells is contained

in Section 8, Paragraph 2 of the Unit Operating Agreement of the Cedar Mesa Unit:

. « - « THowever, the proportionate share of the non~drilling party :

<3
e

-
23
B .

(whether one or wore) in the unitized substances produced

from either of such wells shall be scld, and the non-drilling

»

L o

party shall direct the purchaser thereof to pay to the drilling

party (and the drilling party shall be entitled to receive) all -
the proceeds from the sale thereof, after deducting all royalty

interests, overriding royalty interests, and production pay--

ments, if any, until such drilling party shall have been re-

imbursed therefrom in an amount equal to the non-&rilling

party's share of the total accrued expense of operating such

well, plus 150% of the non-drilling party's share of the net

cost of drilling such well.”




COX CANYON UNIT

The following provision in connection with non consent wells is conteined
in Section 18 of the Unit Operating Agreement of the Cox Canyon Unit Area:
. « « "1t any well so drilled encounters oil and gas, or eithar of
them, or other hydrocarbon PinoraIé, in paying quantities,
separste tarkage and measuring devices shall be provided
for such well, which shall be completed and equipped by the
drilling party or pasrties and then taken over by Unit Operator
j (12 Unit Operator did not drill such well) and operated at the

expense of the drilling party or parties and the drilling party

or parties shall be credited with the entire working interest
incomes therefrom, less the cost of operating such well, until
such time as the working interest income, less the Mt of

; ' operating such well, equals one hundred fifty per cent (150%)

of the cost to the requesting party or parties of the drilling,

completing and equipping of such woll, whereupon it shall be

owned and operated as a jointly cwnsd well pursuant to the pro-~

visions of this agreement." . .

¥ % * ¥ %

i HUERFARO UNIT

The following provisions in connection with non consent welis is contained
in the last paragraph of Section 14 of the Unit Accounting Agreement of the Huerfano

Unit Area:

f ; . . . "In the event the extension well was not drilled at the cost and
risk of all of the Working Interest Owners in the Participating
Area, or at the cost and risk of all of the Working Interest
Owners in the Unit Area in the event the well is included in
a Participating Area, the parties bearing the cost and risk
of said well shall be entitled to a credit of 150% of the in-
tangible cost of drilling, completing and equipping said well

in the investment adjustment described in this section." .




HUERFANITO UNIT

The Ionowii:g provision in connection with non consent wells is contained
in Section 10 of the Huiertanito Unit Operating Agreement:
. . ."If said velél be a test or extension well, the cost of such well
shall be aliocated by the operator to the party or parties de-

i siring to d}-in said vell in the proportion that each of their

' aggregate lfouohold interests committed to the umit agreement
re-pectivdfy bears to the total number of acres committed to

the unit ag__iomnt by the parties desiring to drill such well.

If any such? well should be completed as a well capable of px?d-

ducing oil or gas in paying quantities, the party or parties

=4
-
-
29

drilling sqéh well shall be entitled to receive all of the
proceeds do&frived from the sale of the production from such

well, the same to be allocated to said parties in the same

¢ s P Bt ks e 2o < L

proportionsi that they contributed to the cost thereof. After
sajd partie_;s shall have received from the proceeds of the pro-
duction fro- said well an amount equal to the total operating

expenses l:hjoreof plus 150% of the total cost of driliing, testing,

completing and equipping the same, all futgre operating expenses
in connection therewith and the produciion therefrom shali be

allocated among the parties hereto on the same basis as such costs o ;

e B

and prodnctiion would be allocated for any other well drilled under

§ the terms off sajd unit agreement by the mutual consent of the

' . parties hereto."™ . . . .
% - .
% ; Ok ok % %

LINDRITH UNIT

The folloving provision in connection with non consent wells is contéined
in Section 10, Paragraph (&) of the Unit Accounting Agreement of the Lindrith Unit Area:
."In the eveﬁt a well drilled pursuant to Section 12 of the Unit
Agreement by some parties hereto other than the Operator results
in production of unitized substances such that the land upon which
it is situéted may properly be included in a participating area, theé

parties pajing the cost of drilling and completing such well shall,




LINDRITH UNIT {continued)

unless the Operator by negotiation acquires, within ninety

(90) days after completion thereof, such well and all iis
equipment, including any tankage, be entitled to produce

and operate same and to retain the benefits of all unitized
substances produced therefrsm sul jsc* to royrlty interests.

§ é until such partios'shall have recovered from the working interest
i ~ production theroof an amount equal to twice the cost incurred in

drilling, completing and equipping such well, plus an smount

o il

equal to the reasonable and bona fide cost of operating the
= well during the period of recovery, including all taxes with

respect to working interest production during the period of

recovery.” . . . .

'
vt B At o G
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E : RINCON UNIT

The fcllowing provision in connection with non consent wells is contained

)
e bl e b bade

{nopt sy

in Amendment to Unit Operating Agreement, Section 10-A, Paragraph 2:
. + « ."If any such well should be completed as a well capable of pro-

ducing oil or gas in paying quantities, the party or parties

SO | R

© drilling such well shall be entitled to receive sll of the

ot ¢ LI AR R
R Nikiol

proceeds derived from the sale of the production from such ' . ’ 7‘ :E

well, the same to be allocated to said parties in the same

proportions that they contributed to the cost thereof. After

A g s ae

said parties shall have received from the proceeds of the pro-

i
i
¥
3

duction from said well an amount equal to the total operating
expenses thereof plus 150% of the total cest of drilling, -
testing, completing and equipping the same, all future opera-

ting expenses in connection therewith and the production there-

from shall be allocated among the parties hereto on the sane
basis as such costs and production would be allocated for any
other well drilled under the terms ©Of said Unlt Agreement by

the mutual consent of the parties hereto.' .
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STATE OF NEW MEXICO
éomt OF SANTA FE
I, W. B. iinoey, umbar and sectretary end direstor of the
4!11 Censervation couicnion of the State of New Mexlco, do hereby
Mrtm that the attached eoph- of orders, allmubla schedules

)
T
}

tnd proration schedules of sald Commission are tree and correct
?qphc of the eriginels of szid orders, ellowable schedules and
proretion schedules now on file in the office of sald Gosmission.
*tld orders, sllowadls uebdulo: and proration schedules, of whieh
#»zn are attsched, are more particularly d--crnnd a8 follows:
: 1. ORIER No. AG-l amd SCUHEDUIE "A" sttached thereto.

2. OBEER ¥No. LG-I-A and the sheet of prerstion schedule
httnchod tb.roto being that porticn of the nrentlon sehmdule re-
’!‘cmd to in paragraph (3) of this order, which covers azteoc 0Oil
knd gas Compsuy's Dauron Uoll referred %o in Gau No. 9'92 on the
i’ﬁnuary. 19556, dookwt of tb Comeission. ’

l} 3. ORDER No. AG-i-B and the sheet of promtion schedule
&tucmd thereto being that portion of the prorution schedule re~
gomd to in paragrsph (3) of this order, which sovera Aztec 011
w Ges Company's Dauron: 'Well referred to In Gaao No. 992 on the
-Tanmu'y, 1956, docket of the Comaission,

Le OHIER No. AG-1-C and the sheet of proration scheduls
nttachsd theretc beling that portion of the proration scheduls re-
;;'erred to in paragraph (-3) of this order, which covers isxtec Cil
pnd Gas Company!'s Dauron Well refsrred to in Case No. 992 on the
j%.‘i’arm.u"y, 1956, docket of the Commission,

| 5. ORDER No. Ai~1«D and the sheet of propration gschedule
Vattached thereto being that portion of the proration scheduls re-
. ferred to in parsgraph (3) of this order, which covers siztec 011

and Gas Company's Dsuron Well referred to in Cags No. 992 on the

Janueavry, 1956, docket of the Commission.

e At e b i ot gty s Sk 30k v e e o aem
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6., ORDER Noe. HG-1l~2E and the sheet of prorstion achedule
attached thereto beinz that portion of the proratlon zchedule re-
ferred to in paragraph (3) of this order, which covers aAztsc 01l
and Gas Company's Dsuron Kell referred to ia Came No. 992 on the
Jemusry, 1956, doclet of the Cammission.

7. OHDER No. AG-1-F and the shest of proration scheduls

attashed thereto being that portion of the proration scheduls re-

ferred %o in pasregraph (3) of this order, whioh covers Astec O1)
and Gas Cempany's Daurcn Well referred to in Case No. 992 on the
Junvary, 1956, declst ef tha Commission. ’

8. ORPER No. AG-2 and 3CHEDUIE "A" attached therete.

9. ORDER No. AG-2-A and the sheet of preraticn scheduls
attached thoreto being thet pertion of the preretion scheduls re-
ferred teo in paragrsph (3) of this erder, whieh covers Astsc €1l
and Gss Cowpany's Deuron Well referred to in Cese No. 992 on the
Januery, 1956, doclst of the Commission. |

1¢, ONIER No. AG-2-B snd thw siwet of preration scheduls
atteched thereto being that pertion of the proratiocn scheduis r=-
ferred to in paragraph (3) of this order, vhich covers istec Oil
snd Gas Compeany’s Dauren Well referred to in Case No. 992 on the
January, 1956, doclst of the Commissien.,

11. OHDER No. AG~2~C and the sheet of proration scheduls
sttached thareteo being that portiom of the proration schedule re-
ferred to in parsgraph (3) of this order, which covers astec 01l

 and Gas Company?s Dauron Well referred to in Case No. 992 on the
- Jenuary, 1956, docket of the Commission.

12, ORBR Ro. AG-2-D and the sheet of prorsation acheduls

attached thereto belng that portion of the proration schedule re-

; ferred to in parsgraph (3} of this order, which covers agztec 011

and Gas Company's Dasuron ¥Well referred to in Cass Ho. 992 on the
Januery, 1956, dooket of the Com.lission.
13, ORDER No. AG-2-E and the sheet of proration socheduls

- attached thereto being that portion of the proration scheduls re-

ferred to in paragraph (3) of this order, which covers aztec 01l

-2-




forred to in paregraph (3) of this order, whioh covers Astec 013

6., ORDER No. AG—i-E and the shees of proration schedule
attsched thereto being that portion of the proration schedule re-
ferred to in parsgraph (3) of thls ordsr, which covers Aiztec O1l
and Qas Company's Deuron Well referred to in Case No. 992 on the
Jamary, 1956, dvclet of the Commissien.

7. ORDER ¥o. AG-1-F and the sheet of proretion sohecdule
attacked thereto delug that portion of the proretion scheduls re-

' and Gas Compeny's Dsuren Well referred to in Case No. 392 on the

Jumaary, 1956, dselet of the Commission.

8. ONIRR No. AG~2 and BCEHRDUIE "A" attached therete.

9. ORDER No. AU~2~A and ¥he sheet of proratien scheduls
attached therets beling that portion of the prorstion ssheduls re-
ferred to in paregraph (3) of this erder, which cﬁnn Axtes 011l
and Gas Cempany®s Dauron Nell referred to in Case No. 992 on the
Junnary, 1956, deslet of tle Commissien.

10, OADER No. AG-2-B snd ths slnet af proration schaduls
attached thareto Being that poriion of ths proration scbsdule re-
ferred to ix paregreph (3) of shis order, which covers Astes 011
sand Gan Company's Dawron Well referred to in Case Ro. 992 ou thw
Jaweary, 1956, dochet of the Comaissien. |

1l. ORDER Fo. AG-2~C and the sheet of proration schedule
sttashed theretes being that pertion of the proration schedule re~
ferred to in paragraph (3) of this order, which covers astee 01l
and Gas Compeny's Dauron Well referred to in Case No. 992 on the
Janusry, 1956, dockmt of the Commission. |

12. ORDER Ro. AG-2~D and the sheet of proraztion scheduls

. sttached thereto being that portion of Gthe proration scheduls re-

. ferrsd to in paragraph (3) of this order, whioh covers agztec 01l

and Gea Coxmpany's Dauron Well referred to in Case No. 992 on the
Januery, 1956, dooket of the Commiasion.
13« ORDER No. AG=2-E and the sheet of proration scheduls

' attached thereto being that postion of the prorastion scheduls re-

ferred to in paragraph (3) of this order, which covers Aztec 0il
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and (as Company's Dauron Well referred to in Case No. 992 on the
January, 1956, doclet of the Commiassion.

. ORDER No. AG-2-F sni tne shest of prorstion schedule
.Etacued tuereivc Lelay thal partien °f the prorstion scheduls re-

_ ferved to in parsgraph (3) of this order, which aovers Asteo 01l

" and Gas Company's Daursn Well referred tc 1n Case Ho. 992 on the

Jenuary, 1956, docket of the Commission.

15. ORUER No. AG~3 and SCHEDUIE “A" attsched therets,

16, ORIER ¥o. AG~3~A and the sheet of proratien mﬂm
attacked therwto being that portion of the proration schadule re-
forred to in paregrsph (3) of this order, which scovers Axtec 0il
snd Gag Cespany's Dawren Well referred to in Cass No. 992 on the
Jausry, 1956, declmet of the Comission.

17. ORPER No. AQ-3-B and tha sheet of preration scheduls
sttached thereto being that portion of the proration schedule re~
ferred to in parsgraph (3) of this order, which covers 4xtsc 01l
and Gas Company's Dauron Well referred to in Case No. 992 en tiw
January, 1956, docket of the Commissien.

18, ORIBR No. AG~3~-C and the shest of proration scheduls
attasched therete being that portion of the proretion ascheduls re-
ferred to in peragrsph (1) of this order, which coverz iztec 04l

and Gas Couwpany's Dauron Well referred to in Case lo. 992 on the
January, 1956, doekst of the Commisslon.

19. ORDER Ne. AC=3~D and the sheet of proration sechedule

attached theretc being that portion of the proration scheduls re-
I ferred to in peragraph (3) of this order, which covers ixtee 01l
and Gas Compeny's Dauron Woll referred to in Case Ho. 992 on ths
Jsnuery, 1956, doclet of the Commission.

20, ORDER No. aAG-3-E and ths sheet of proration scheduls
gttached thereto being that portion of the proration schedule e«
ferred to in parsgraph (3) of this ordor, which covers isteoc 01l

- and Gas Company's Dauron Well referred to in Cass No. 992 on the

January, 1956, dooket of the Commiasion.

~ 3 -



| 21. OBDER No. AG-3-F and the sheet of proration sshsdule

~attached thereto boing%that portion of the proretion schedule re-

ifftrrod'to in paragraph%(3) of thia order, which covers aAztec 011

" and Gas Coapany's Dsurdr Wall ref-rpad to in Case ¥o. 992 on the

i January, 1956, doclmt 9f the Commisslon.

‘; 22, ORDRR Wo. AG-l and SCHEDUIE “A" attached thereto.

. 23. ORDER Ko. Aa-z;-x and the sbest of proration soheduls
attneh.d thereto being that portion of the proration -chodnlo re-
tbtrc( to in paragraph . (3) of this order, which ecvers Axteo Oil

; and Gas Gtmpnny'l Dluran Well referred to in Camse No. 992 on the

:nmm-y. 1956, doaht ar the Comuission.

24. ORDER ¥w. AG-&-Z and the sheet of preratian schedule
attlch.d tblr.to being thlt portion of the pror-tiun scheduls re-
| romd o in paragraph (3) of this order. which sovers Astes 1l

md gas Cogpany’s nauren Well referred to in Case No. 992 on the
J-uury, 1954, docket ct the Commuission,

ﬂ 25. ORDER No. AG-4~3 and the sheet of proration schedule

fnttuhld tbr-te b-lng that pertlon of the mratian scheduls re-

ﬁr-rwnd to in paragrsph {3) of this order, which covers Aztec 01l

‘»i

t"" Oas Company's Dawrom Well referred to in Case No. 992 on the ‘

t Jarmary, 1956, dooket of the Commisaiom.
i: 26. OHRDER XNo. M-h and ths sheet of proration aschedule
lattach.d thereto being t.hat portion of thes proration sshedule re~
jgfomd to in paregreph (3) of this order, which covers izxtec Qi1
‘and Gas Companyts Daurch Well referred to in Case o. 992 en the
?.?Januu'y. 1956, doclet of the Commisaion. | |
27. ORDER Ho. AG-4=5 and ths. sheet of proration schedule
‘attachsd thereto being that portion of the proration schedule rs-
ferrad to in parsagreph (3) of this order, which covers Aztec 011
and Gae Company!'s Dnuroﬁ Hell referrad to in Cese No. G2 aﬁ thea
January, 1956, dockat of the Comuission.
28, ORDER Ho. aG~Li+6 and ths sheat or provation schadule

atteohisd thereto beling that portion of tue prorat..i schedule re-

-0 -




ferred to in paregraph (3) of thls order, which covers aztes 011
and Gas Company's Dauron Well referred to 1n Case No. 992 on the
January, 1956, dockst ofthe Commisalon,

29. ORDER Mo, AC-5 aad SCHDULE "A" attached thereto.

30, ORDER No. AG-5-1 and the sheet of proretimn sehedule
‘attazhad thereto being that portion of the prorsation schadule re<
ferred to in paragreph (3) of this order, which ‘omrl hAztec 011
and Gas Cempany's Dauron Well rérnmd to in Cose Fo. 992 on the
Jamuary, 1956, dockst of the Commisalon,

31l. ORDER We. R-26i-a.

32. ORDRR No. R~372-A.

33. ORDER ¥o. R-ibl.

34. ORERR Ho. R-610.

I do further hereby certify, efter diligent search of the

- records of 2213 Ull Conservation Commission, that the above

degoribed sre all of the orders, sllowebls schedules and proration

schedulsa that have beenr sdopted by the 01l Conservation Commis~
sion of the 3tate of New Mexico affeecting Astec 0Ll and Ges
Company?s Dauron Well referred to in Case :Jo. 992 en the January,
1956, doelmt of the said Comuisnion located in the Blinebry Gas
Pool in the MR/ M/} of Section 10, Township 21 Scuth, Renge 37

| Ramt, N .M. P, M., lea County, New iMexico, for thes periocd from

: Nowesnber 10, 1953, to January 18, 1956, both insclusivs. :
IN WITHESS WREREGF I have affixsd my hand and the seal of the |
| 011 Conservation Comuission of the State of New Mexico on this

day of Jenuary, 1956.

W, B. rgcey

liember, Secretary and Pirector of
ths 01l Conservation Gommigsion
of the 3tats of Hew fexico

~ Subsoribed and sworn to before ms this dsy of January, 1956,

iy commlasion expires: Hotary PFublic

-5 -
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BEFORE THR OIL CONSERVATION COMMISSTON OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION OF EL
PASO MATURAL GAS COMPANY FOR AN UN-
ORTHODOX SPACING UNIT AXD GAS PRORATION
UNIT CONSISTING OF 277 ACXRS, LOCATED
IN THR V/3 OF SECTION 15. TOWNSN™S 32
«ORTH, RAMGE 10 WEGT, N.M.P.M., O IX
THR ALTERNATIVE, 7GR COMPULSORY POOLING
OF THE W/3 OF SECTION 15, TOWNSMIP 32
NORTE, RANGE 10 WEST, N.M.P.N.

W Wt N N Nl Nt Nt N
.

T THE BOMDRABLE CONMISSION:

Your Applicant, EL PASO NATURAL GAS COMPANY, represents that it is a
Delaware corporatien, with a permit to do business in the State of Hew Mexieo,
snd that it is the present omner and holder of leasehold righta or copsrating
rights under the follewing described 01l and Gas Leases, ombrseing lands located
in the W/2 of Section 15, Township 32 North, Range 10 West, N .N.P.K., 8San Juaa
County, Nev Nexice:

a. 011 and Gas Lease deted June 26, 1950, frem Rebert J. Doughtie

and wifs, B4us Q. Doughtie, as lessors, to John F. Sullitmn, as

lesses, embracing among other laids, 3i.5 acres in the FE/4 WW/4

and 47 acres in the N/2 SW/4 of Sectien 15, Township 33 Nerth

Range 10 Weat, N.N.P.N.

b. - ©1i1 axd Gas Lease dated Jume 37, 1980, frem Robert L. Gastoa and

wife, Bdith Gaston, as Leseers, to Jobn F, Buliiven, us losses,

embracing among other lands, the SE/4 BW/4 and the Rast 40 rods

of the Seuth 30 rods of the XKE/4 SW/4 of Jectiom 15, Township 32

North, Range 10 Yest, N .M. P K., containing 47 acres.

c. 011 and Gas Lesse dated June 27, 1950, cxecuted by Mary Kstherine

Heiser, as lessor, to Johm 7. Sullivan, as lesses, ombraging smong

other lands, the NE/4 WW/4 and the North 7.5 scres of the Sg/4 WW/4

of Bection 15, Township 32 North, Range 10 West N.M.P.X., contsining

47 .5 acres.

The three leases described above cover approximately 174 acrzes in the ¥/S of
Section 15, Township 32 North, Range 10 West, N.X.P.M.

Your Applicant further represents the following:

That Pacific Northwest Pipeline Corporation ir the present owner and holder
of leasehdld rights or operating rights under the following described 01l and Gas
Leases all exmbrecing lands located in the W/2 of Section 15, Townskip 32 Rorth,

Range 10 West, N.M.P.M,., San Juan County, New Mexico:

a. 01l and Gas Lease dated June 1, 1953, from Denver & Rio Grande
Westsrn Railroad Coapany, a8 lessor, to Phillips FPsotroleum Company,
asg iessee.




b. 01l and Gas Leass datod December 11, 1981, from Xatherine Mendiickz, a
widow, ot al, as leasors, to H. C, ¥ynne, as lessoo.

Q. thited States 0il and Gas Lease Jerial Number Ssuta Fe 079638, dated
September 1, 1949, from the United States of America, as lesssor, to
Nasle L. Oentle, as losses.

d. 011 and Gas Lease dated Avril 2%, 1994, Zeom dward E. Willer and
Lena A. Niller, s isss.¥s, to Phillips Petyoleum Company, as lessee.

That s2/1 leases ocover spproximately 103 acree in the ¥/2 of Joection 18, Towmship 32
Forth, Range 10 West, N.K.P.N.

That Seul A, Yeger, &. X. Giwmp, Sam Minsl, Morria Mizel and Nariss Cohx, é
(rereatter termed "Yager, et al”) are the owmers of all the o1l, gap and ether /ﬁ
uinerals underlying the WW/4 WW/4 of Section 15, Township 33 Xerth, Raange 10 West,
FAP.N., add that this minmrel interest is unlossed.

That Xr. Dave Clark, vhoee address is R.P.D., Astec, Yeow Mexiee, is the
owmer of 3 scres of land lyiag West of the right of way of State Highwey 550, as
it rums oz the South side of the N/3 SW/4 of Ssetion 1B, Township 33 Newrth, Range
10 Vest, N.M.P.N. » |

 Your Appliesat has attached hereto as Exhibit "A" to thiz Agpiication, a "
plat shoving the ownerskip ia the ¥/2 of Section 13, Township 33 Nerth, Renge 10
West, N.M.P.M.

"“?hat Yager, ot al, owners of the nineral interest under the N¥/4 /4 of
Sestien 15, Teunship I3 Nerth, Remge 10 West, N.M.P.M., bave besn contacted snd re-
quasted to commmitise their interest and pay their propesrtionate skare ef the ovets
of & Nesaverde well te b0 drilled on the ¥/3 of Section 15, Township 32 Merth, fsango
10 Vest, K. M.P.M. Yager, ot al, have refused to jein in any Comsuniiization Agroe-
ment unisss your Applicant paid all costa and recovered the portion attributebie to
Yager, ot al, from sudbssquent production, if said well shall be productive.

That Dave Clark has refused to join in any Commmitization Agreenent and re-

fugsed to lease his acresge uniess the iessee would agree to driil a well thareoa,

from wvhich he would receive 1/8 of all productioca,

That your Applicant and Pacific Northwest Pipeline Corporstion desire to
drill a wéll to be loested on tha ®/2 of Seetion 15, Township 32 North, Raage 10
Yest, N.M.P.M., and that they are ready, 1illing anad sble to pay their proporiionate

share of ‘he costs.




That your Appl;unt represents that it has msde diligent sfforts to resch
some agreement wheredby the ‘ntiro"/z of Section 15, Township 32 Korth, Range 10
West, N.N.P .M. osuld be dedicated to & Nesaverde gas well in socordance with the
provisious of Oxrder ﬂ-lld. as pvomulpgsted by this Zcmmisr’ 1, but that such efforts
have been te ne svail, inssmuch as Ssul A. Yager, ot al, and Dave Clark do not desire
to enter imnto s Commmitimation Agreement covering said ascreags oun s basis which
muu-mxyutqzmummm.

Your Applicaat respectiully requests that an apprepriaste order be entered by
the Gemuissiou suthorising sn unerthedex spacing umit and gae proratiom wnit to oonsist
of 377 asxres in the ¥W/3 of Sextien 15, Tewaship 32 North, Range 10 West, N.N.P.N.,
said merthedex spesing wait weuld include all of the ¥/2 of Section ’15, owospt the
u/4n/¢m:mwnmmmoam.s/zw/4ot Sectien 15,
Township 33 Nerth, Range 10 Vest, K. N.P.H. Iz the alternative, your Applissat re-
quests that if the sheve relief is net granted by the Commission, the Commission
enter its order pesling the W/2 of Seetion 15, Township 32 North, Rauge 10 West,

%K. D.K., containing 330 seres, more 0r less, into an orthodex spaoing uwnit and

gas provatiom umit.

Respectiully submitted,

EL PASD BATURAL GAS COEPANY




BEFORE THE OIL CONSERVATION COMMISSION OF THE
STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION OF )

SAUL A. YAGER ET AL FOR THE COMPUL-

SORY POOLING OF THE NWiNwi OF SECTION S
15, TOWNSHIP 32 NORTH, RANGE 10 WES Case Jo._ 757 &
SAN JUAN COUNTY, NEW MEXICO, WITH THE
SWi, THE SiNwi AND NEANW} OF SECTION
15, TOWNSHIP 32 NORTH, RANGE 10 WEST,
SAN JUAN COUNTY, NEW MEXICO

N

APPLICATION

Come now Saul A. Yager, M. E. Gimp, Sam Mizel, Morris
Mizel and Marian Cohn (formerly Marian Yager) by their attorneys,
Campbell & Russell, and state:

1. Applicants are the owners of all the oil, gas and
other minerals underlying the N ,ih—* of Section 15, Township 32
North, Range 10 West, San Juan Cou ty, New HMexico. This mineral
interest is unleased.

2. E1 Pasé Natural Gas Company is the owner or operator
under communitization, of the balance of the Wi of Section 15 of
said township and range. |

3. El Paso Natural Gas Company has recently completed its
Heizer Pool Unit #1 Well in the NE%# of said Section 15 and pro-
poses to drill a well in the SW3 of said Section 15 in accordance
~with the spacing pattern providéd by this Commiséion for Mesa Verde
wells in this area.

4. El Paso Natural Gas Company has requested Apblicants
to communitize their interest in the NWiNW2 of said section with
the balancc of the Wi of said section aﬁd bay in cash their pro-
portionate part of the drilling costs of the proposed unit well.

5. Applicants are not in a position, under the circumstances,
to pay such part of the drilling costs in cash. *

6. El Paso Natural Gas Company has advised Applicants

that it intends to seek from the Commissicn an exception to the




spacing pattern by a 280-acre gas unit, eliminating Applicants®
acreage from the drilling unit.

7. The approval of El1 Paso Natural Gas Company's request
or the denial of this aprlication would deprive Applicants, as
owners of the NWiNW: of said section, of the cpportunity to
recover their jdét énd equitable share of the petroleum or natural
gas, or both, in this pool.

WHEREFORE, Applicants request that the Commission
issue its order compulsorily pooling the NWENW3 of Section 15,
Township 32 North, Range 10 West with the balance of the Wi of
said Section 15, and in said order Applicants request the Com-
mission to determine ﬁhe proper costs which shall be limited to
the lowest actual expenditure required for such purpose, including
a réasonable charge for supervision, and direct El4Paso Natural

Gas Company to withhold Applicants! share of said cost from the

; ?/8 working interest owned by Appllﬂants 1n and under the NW%NW%

of said Section 15

SAUL A. YAGER, M. E. GIMP,
SAM MIZEL, ﬁORRIS MIZEL,
and MARIAN COHN (formerly
Marian Yager)

‘D N

r CAMPBELL & RUSSELL
Box 721
Roswell, New Mexlco

By,




lunpnm, Mr-mmwu 'enaur": mmmwm
cmmcmtimmmmnmmimmnge, nm,m uumco

. TP, .. (3 Stockpaldeps, Jguility), o Mev Mexico corporatisn vides sddress is

T T o G- P g o A e
Post Office Box 1360 Alvuguerque, New Mexico, the two latter corporations being herein-

<

J
g ter referred to as "Non-Operstor’:

IRESSEBTE

the par<ies heretc are the owmers of certain Ol and Gas Ieases, whickh

L3

grher lards, t-e following described land in San Jusar Jounty, New

Townshiz 3L k! 11 Vest, N.MP.M,

more Or less: and
inte an Tpersiing Agree-~

~racr &8s ereinslTer

Tremises and of the mutual 2

23 merfavmed, v the perties ¢

e

TCRUTION

~~g=%he glCremertioned leases,
'A?-A— - - ~ I3 3
nerepy pooled and communitized

and under the land described

¥

comrunitized umit.
reemenT learinoz the same date as this Operating A.greement exechted by the owners of
legsenold ‘rnterests in the lapd above described.

R._ OPERATCR:

e e e e e g e

Great Western Drilling Company is hereby desigmtcd ﬂll@hn.li a;:t
Operator of such umit in accordance with the terms and provinonr at mw
Operator s.sll have full apd cclplete m&t of the dem o
the Mdmtforhymaﬂmmlwmbﬂmfruﬂl
. Mesaverde formation as an entirety, but Oporstor m that m *llll lhil-l e W

LR

vie said unit. except the well hereimfter pro-vided fm',~ ﬁm the comeatﬂ!’




Nen-Operator,
Operator may resign st any time by g'vin® notice +o Non-{rerator in writing
14
sixty {60) daye in advence of the effective dawe 2o such regignation and, in such event,

“~s woriing irnterest owneres 37 said unit wrell Immecliiely solect gesueresscr.  Ln the
S !

v
4
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rereipaiter specified in Artd L of znis AzT

2. CCTIS ARD EXPENSES:

The entire costs and expenses i

well, if said well is a commercisl well, or ip rlugzing and atandoning if said wel:

+

‘{8 a dry Lole or non-coemercisl well, shall be tcrne by the parties herelo, &s
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Unless Opntorchcutonqnire!on-apentortome ituahuvotthteoctla.nd
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expenses, as bereinafter provided, Operator shall initially aﬂn.aeo and m.dll cottr
and expenses for the drilling of the W W

- e

i

ne oparsiion erpenaes of antl unit, and shail charge Non<Operater ﬂth.ﬁ; 0 TAate

wqre crhzpest op the besfs of it propvoriicnate intérest ir the upit as set out above.

w

211 guek sogis .

axpengss, credits and related metter, and the method of .
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el
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-~andiing the sccoumti-ng wish raall o teld ordence with e

coount T¥ritit "2 and mede a part hereof
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fal s fale

ng

far o 1 morposes; provided, however, thet the (perator sha'l not apportior any part o

“he malnnors ard axpenses o7 Imrs Digvriot Juperirtendrui. o oiher zeneral district
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In zhe event that Operator elegcts %o raqu:re Nozn-0Operatar t¢ advance its
proportionate ghare of the above nent ioned costs az;d expenses, Operatar shnll submit
angitemized estimate of such costs and expenses for the gucceeding c’a.lendar nonth to

. Fon~Cperator, lhanng therein tha proportionate part of
penses chargeable to non-Operatoc- Within fifteen (15) daava a.ﬁber mi.pt of ud.d i}
estimte, Non-Opsrator axnn Py to the Opérator its propertm‘ha ghare or the esti-.
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" The well to be Griiled on the ee-nuuuuut m_bqhum'on-eu—'

e ,‘,' .

e, . )
titincmgﬁ&uﬁﬁcmmm th&hl'l- oY, Operate:

E ""‘a:—'-l * - R
g .f - ‘”-/—_ .

if it so desires, may employ its own toola and equipunt in nch avent the mé'd’
4r111ing shall include, but shall not be limited o, the fgsm_cmge-; {e) @21 o
dAirect, materisl and labor costa; (b} a proportionate amount of applicabls Walaf
undistrivuiel field costs: {(c) rental charge on co-pm equipment em-
such \_harges o ve ie‘tamined in ascordance with Operator's accﬁﬁntiﬁg
nrEetize. orovided, that ir no even:t shall the total of such chargéa exceed the pﬁm-
Be v vhe Pig] anéd such work s e performed v Crerator under f;he same

2214 Yr contracts of

shteining the corsent iz
crovided for ferelidancve. nowever, shall fnclude all ex-

sarmleting. cing and 2qulpping suck well,

wC PRY : r-s-ntals a.ndf"cr shut-in’ royalty
'~ _eases whizh such party is contributing to

ATl mov-hevs-axy obligatics to pay amy such rentals

leaze zontrituted by Operator. Each party

< kesp s.z:.ii mi:ﬁ:ain in full foree and effect
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eonnsl o osuch party to egaid umit.

INSURARCE:
Operstor ahall at all time§ wvhile condﬁeting_oporationi hereunder, at

its cost, carry and require its contractors and théi,rsu‘b-contmtors t0 ‘carry insurance

tc protect and save the parties hereto harmless, as foliows:




9. ROEALTY DITERESTS: : .
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roy;ltiu, mmnts out of’ yrocnction, carried working w., ‘net proﬂt obuh
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sampies oﬁ cores and cuttings of formations éécountered, and electrical surveys
relative to the devqpxulnnx and operation’ Sof saild unit, vogzther with any other
information which mey be reasonsbly requested pertaining to such well. m—omrgtor
sball have access 1o said unit n.nd to all books and records pertaining to oportttou

hzreundsr for the pu%poee of ingpection at all reasondble tines.. .
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rendered, Alet to expire, sabandoned or relessed, in whole or in part, unless the p-rtiec

mituslly consent thereto in writing. In the event that less than all parties hereto
zharild elect o surrender, let ex'pirgf shandan or ralease all or .any part of & lease
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party irn and t¢ tbe production obtained from the unic shall e r2duced iz ProforIili
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to such loss or failure of title as of tUW date suck 1css or failure of title is
£inglly dste ed ; provided, that auch revision or ownership interest shall not ¢
~ retrosctive as to opc;ntins costs and expenses incurred or as to revemues or produc-
tion obtained prior to such date; tndprwidodrnrther, thntachpartyharetovho:e
iu.mmmtumtmd, as. aforesaid, mwmm&m other
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1iquid hydrocarbons rm- the fox-tiﬂcovered by #bis Agreelen* thﬂ.l‘l}:c w

cut the mutual consent of the parties hereto. Tf either of the parties dcsire G

ahandor such well, such party shall sc notify the other party {n writing and the latter
anall zave TetT days af<er rzesirt -7 guzh no-ice ir whicin ~C 2 2ct whether <o
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~“rig Agreement shall e guplest Lo all valid apd applicable STals and

<
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Teders. 18WS, I[uif8, regulaticrs anc orders, and the OperaTloni conducted nhere:

shall b= performed in accordance witr said laws, yes, *egu.lations and orders. In
<the & nt this Agreemenl Or any provisions hereof, 1s, o7 tha operationa con't.eupltted

herety are found to be inconsis tent with or contrary to any such law, rule reguhtio

or order, the latter shall be deemed to control and this Agmene::b -hull ba regarded

a.ndusonodified, shdlcwtimmfnlltorcecndcffect

as modified 'sccordingly,
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Inthomntpidnllhcmr,it.hnuhow,m"iﬂ _
produce at the sole cost of the Operator, asd the Operatct shall be emtitied ta Teesive

from the proportionate share of preduction attributaeble to the lease or leam awned
by such noti-joining BoneOperaso@®(preer Seducting therefrom all royalties, overriding
rove’ciss, and one hundred per cent. {(100%) of the operating expensss attributable

“hereic a sum equal to ome hundred and fifty per cent. (150%} of t;;t portion of fhe

P TS

3% 37 3xilling. Teeiing, complening, and eculrplrng szid well whick is charge-

Joiripg Non<Dperator, For the purposes

*he proceeds
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sovared herety.
ies hersic fave executed this Agreement I
<re day and year first above written.

"GREAT WESTERN DRILL ING CﬂHPAﬂI
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Oe this < cday ol At Lt of . 8% bhefors me appeared
— - ;

7 el N - N i -
f‘f{ ¥ L Bos - to me personaily knowvn. who. being by me duly aworn.
id sey *hat he is the . Tresidert of GREAT WESTERK DRIZLING COMPARY. a Texas

2orporation. and that ire ses’ affixed %0 <he foregolng instrument {s the corporate
ssal of said corporation, and that said instrument was sigred and sesled in behalf of

2aid ~orporation vy sutrorites of sz Bagwd oFf THmsotase 371d 2512

] g s er¥new 2dzed zzlt  csirmmeT T Te Tlhe Phee act and dsed of

s - C e F T et e e -
’ . B AL O IR YD I
Hotar "t ,?'\z‘::ig’[' Sounmny o e -
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Itate oFf Texk=z il

T4 wzelore e appesred
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0 me persdual.y Anovo, wac eing by me duly sworn, 412

say that ze is ire [/ (£ President of L PASC FATURAL GAS COMPANY, a Delsware corp-

oretion, and that the seal s fixad o the “cregoing instrument (s the corporste seal

cf 2aid corporation; and that said Insirumect was signmed and sealed ir beralf of said
’ .

-

corporation by authoxdty of its Board of Directors, and said - Fr STEEN
acknovledged said instrument to de the free act ard deed of sald corporation.

IN WITHESS WHERECGF, I have hereunto set my nand and affixed my official seal
the day and year in this certificate first above vritten.

Ry commission expires:

| ELSE M. WIELAND
Netery Public, Is and for Et Paso Coonty Tesus
"y Commission sxpires Jang 1, 1955
.
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STATE OF

TOUNTY OF

NEW MEXITC

BERNALTILIC

day of __SAhveus * , 1954, bc'fore » m

e~ @/m /2., to me persopally known, vho, btln&ay‘

“5at he 1s ine _iZcq  President of PUBCO DEVELOFAEWT;

n New Mexice na:v"mration and that the geal affixod to the foregoing instru-
: sem’ of said corporation, and that said’ instiument was sianl and
18 M-«n“ﬂ*‘m by aukhority of {ts Board of Directors, and said

a

N dea v s ckncwlaedged sald “instrument to be theé free act

—«-\w’\~4ﬂ*" ~

-

cereunto get my hand and affixed my official seal
Timzt ahove writtern,
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At‘:ached o and made a wtu_
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ACCOUNTING PROCEDURE
{UNTT AND JOINT LEASE OPERATIONS)
1. GENERAL PROVISIONS
Creepei:  as nerein ased shall be construed in mesn the subiee sToi ot oot n s aprsemer.

Ac-ourting Precedurs’ is zttached.
Operatnr’ ~erein used shall be ronsirued ic mear 'h
_and operation of the leased premises for e joint accour:
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cf any sucn calendar year, uniess
hereto and makes claim cn Operator
-Jper.ztor for adjustment within such
exceptions theretoc or the making of
ing to Opergtor arnd all ottrer Non-
reiating tc the zccounting hersunder,
Non-Operator shall have six months nexs
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Labor, Transportation, and Services
Labor, transportation, and other services necessary {or the development, mainienance, and operation of the joint
sroperty. Labor shail include (A) Operator’s cost of vacation. sickness and disability benetits of employees, and
expenditures or contributions imposed or assessed by governmental authority applicable to such
{B) Operator’s current cost of established plans for employees’ grqup life insurance, hospitalization,
retirement, stock purchase, thrift, bonus, and other benefit plans of like nature, applicable to Operator’s
payroll; provided that the charges under Part (B) of this paragraph shail net exceed five per cent (5%) of
total of such labor charged to the joint awounL

Material
Material, equipment, and suppuu purchued or furnished-by Operator, for use of the Jomt property. So far
it is reasonably practical and consistent with efficient and economical operation, only such materigl shall
purchased for or transferred to the joint property as required for immediate use, and the accumuhthn ot surphn
stocks shall be pvoided.

BMoving Material te Joint Property
Moving materisl to the joint proper‘ty trozn Vendor’s or from Operator’ s warehouse in the district er from the
other properties of Operator, but in either of the last two events no charge shall be made to the joint .
for a distarice greater than the distance from the nearest reliable supply store or railway receiving point
such matemlu available, except hyWal sgreement with Non-Operator. , R




nearest reliable supply stoce or raflway receiving point, except by special agreement with Non-Operstor; and

chargs shall be made 10 the joint account for moving material to other properties belonging tp Opsrator, sxcept

by special agreement with Non-Operater,

Use of Operater’s

Use of and service by Operator’s exciusively owmnad SGuitmEn® wnd ‘weiiiies o provided in Paragraph 4. of
O1, “Basis of Chayges to Joipt Agogunt™

. Damages and Lesses

Damages or losses incurred by fire, flood, storm, or sny oiher caus ™ot --sntrolhble by Opnnm throuﬂ: the
exercise of reasonable diligence. Operator shall furnish Non-Operstor written nolice of darmage or losses in-

L

~urred by fire, storm, flood, or other natura!l «r yociden’s! smiises ne eoon 23 practicable after report of the sarme

Litigation, Judgments, sad Claime -
211 costz and expenses of ltigation, or iegal services ctherwise nec or expedient for the protection of the
‘nt intevests including attorney’s fees and expenses as hersinafter provided, together with all judgments ob-
w=ined sgainst the jaint account or the subject matier of this agreement; actual sxpenses incurred by any party
2 parties hereto in securing sviderce for the purpose of defending sgainst any action or claim prosecuted or urged
pgainst the joint sccount or the subject matter of this sgreement
- If 2 majority of the interests hereunder shall s agree, actions o7 claims aﬁecuna the joint interests here.
nder oay be handled by ihes legal! stafl of one or more of the parties hereto, and a charge commensurs:s
=ith the services rendersd mav be made agsingt the jowri account. but ne such charge thall be made untl
approved by the laegal department of ¢ sitornevs ‘o5 ke resnactive parties hereto.
Tase gnd sxvarges 3f auvteide gitorneTe vhall mot he o araed +- tha jolat account unlesg quthorizsd oy the o

emlry oy the imfaragis horasadar
Texes
oo omxes oF evary ong and nature assessed UTOL o7 UL SUNSAC ST WD 102 DUDDEFTES WRieD ar? ine salios’

2 na proguctior TaErelrors of she somaETorsr nprend ragd w"nr:.h txxas hnve beerns paid oy
v thez Denefiy o7 the Derties nersig

‘nmamrance -
% Premiums pa:d for insurance :s:'ned for the Denelt ¥ e TR T '«.g'z-""‘ =il expendilures o

-.,:reQ and paid in settlement of any and all losses, claims. damages ‘udgmentzs and sther expenzes,
jiing legal services, nct recovered from insurance carrier.

‘nyurance 3 required to be carvied, sll actual exvenditures ingurted and paid by Operator §p setiie-
went oY any and al lesses, claimg damages. ~udgmeris zvd anv other exnensed noinding legad @ervicss

43l o2 charged to ihe joint acvoun,

e 3~*;omcnat.e shm of the salaries anc =xpensed 5. COpergter s Disiict Superimtendent and sther genern)
¢ 37 fielé empioyeer serving the joint propexty, whose iime iz not allocated direct io the joint properiy.
sroportionate share of :kzutam“g and operating a district office and all necessary camps, including -
g faciiiiiss for emplovee-s i necessary. in conducting the operatwm on the joint property and other
swned znd opersted by Operaler in the same jocality. The sxpense of, less any revenue trom, those
ces snall include depre:iat:c: or 2 fzir mmonthir *r:a; 1:: deu of depreciation oo ibe investm Suer
:rall e apporticned o 2l leases s@rved on some squitebie basis consistent with Tpergicr’s acecounting

S0

'Y

.ne*head oharges, whics shsl) be o Ueu of any charges for any pars of the compPensation or 3aisnes &L~

managing officers and employees of Openwtl w jthe divigior, superintendent, the entire staff anc ex-

:enses of the division office iocated at _, and any portion of the otfice expense
¢ 1he principal business office located at but which are not in Heu ¢f districs

ot Held office expenses incurred in operating any such properties, or any othar expenses of Operstor inewrrsc

i the development and operation of said propertiss; and Operator shall have the right tc assess against o

}omt property covered hereby the following overhead charges:

A $.250,00 _ per month for each drilling well, beginning on the date the well 5 spuddes s

tfdminating when ni:onpmducﬁnnorhplw as the case may be, except that nc charge 323l ¢ xde

during suspension o!dnllmgopulﬂouhr {15) or more consecutive days.

B s 1 — per well per month for the first ﬁve(S);mdudn:wen:.

M




*

¥ Tae above cverhesd schedulse on producing wells shall be applied to individual leases; provided that,

whenever leases covered by this agresmaent are operated as s unitized project in the inderest of sconomic

development, the schedule shall be sppHed to the ttal number of welle; of individual lesses.

5. The above specific overhead rxtes may be amended from tiwr to- time by agresment betwieen Operntor

z“dﬂm-Opcawumprudu,may found to be insufficient or excessive. A
?mmlme’liu(fha .

R N ). T . ——
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Dmemairy ing the necsgmars and proper JsinlhoTeml maintsnaser e

JI RASIE OF THEARCER T IDINT ACCOUNT

srmp s wmeorer gha’l e ~hgrg~d 8t price nerd b Drerzios after e

Hateial Furaished by Operarsr
Haterin! ‘squur*c for operstions shall ce purchasec for direct sharge t0 joint account whenever pragticsi«
2 operatcr may furnish mioh mmataria’ Feare Operater's stocks imder the following conditions:
ztpripl  Condition A7
igterial transferrec roe z;;w-fat«“ warekouse or other properties shall be priced ¢ = =, ¢
~earer. -eputabie supply fore wxvmg point, where such materia] is svailable, &t surra
aniacemens oost of e zame This ‘“1" include material such a8 tanks, rigs ;umm
~inier s Doilers, and engl ; er’, zhall be priced on carload basis effective
s SGate of wansfer and ¢ , g rest the loint account operation. regardlens
Pt transferred .
Rer marerini ghali be Driced oz ! : iv cempany's Preferentisi Price List o7
‘amtive 3t date of trsnsfer and L o Bl 3 rz oo oTinwav ragRiving DIt nearest the joint accrus
Speraiien where such matensl s oV
» Zaszh liscount shall not be allowed
= iret Material {Conditiom “B” and C*} t
¥aterial which is in sound and servicesatiz fondiliot ané i suitabre ior seuse withoul recerndilorony
shell de ciassed a3 Condition “B” and priced zi 7 2? new price.
Material whick cannoi D2 lasmifled sz Jenditicn BT bt which,
: &fier reconditionirg =il De urther servicesaliz Jor original funcuen ss zood secend hanl mo aT
--2anditien "B, or
: 1; serviceabie for ong:r.:; funetion cut substaniizlly not guitsble for reconditioniog.
sazii be claszed as Candition “C'' and priced at 30% of neEwW price.  cepm—
-3+ Material which cannot be classified as Condition “B” or Condition “C” shall be priced a2t = vaiue =z
mangurate with its use,
snks, derricks, buildings and other scuipment invsivinz zreciion 20sts ikal! oe chargeq af zptlicunis
samzeniage of knocked-down new orice
of Materia] Furnished by Operater
: 07 WAITAnRY the miaterial furmishec DerFonc T
efective material, credit shall nol be passed
: : theis agenis -
usiveiy Cwned Facllities

: raies :hall appl¥ 0 servize rendered o the reint fooTul OF aciiliies owTmed excolusivelw T

e

:m

IR

A

~d sompressoT service: Al U3ies cmrmensurale m..;. zost of providing ans
: in: tut not exceeding rates currenily Trevailing in the figld whers
(Ze JOInT property is .mat y
Aulcmotive qu..'pmeu. Rates commensurate with cost of ownership and operation. S.xch rates snouic
generally be in line with schedule of rates adopted by the Petroleum Motor Transport Association, or some
oiher recognized organization, as reconmended uniform charges against joint account operations and revised
‘rom time to time. Automotive rates shall include cost of oil, gas, repairs, insurance, and other operating
expense and depreciation; and charges shall be based on use in actual service on, or in connection with, the
ioint account operations. Truck, tractor, and pulling unit rates shall include wages and expenses of driver.
C. A fair rate shall be charged for the use of drilling and cleaning-out tools and any other items of Operator’s
fully owned machinery or equipment which shall be ample to cover maintenance, repairs; depreciation
and the service furnished the joint property; provided that such charges shall mot exceed those currently
prevailing in the field where the joint property is located.

Whenever requested, Operator shall inform Non-Operstor in advance of the rates it proposes to charge.
mmmummwmmmh ﬁmethenfoundtobeeitherexcuﬁveormmfﬁqena

IV. DISPOSAL OF LEASE EQUIFPMENY AND MATERIAL -

The Operator shall be under no obligation to purchasge interest of Non-Operator in surplus new or secondhand
material. Derricks, tanks; buildings, and other major items shall not be removed by Operator from the joint
property without the approval of Non-Operator. Operator shall not sell major items of material to an outside
party without giving Non-Operatar an opportunity either to purchese same at the price offered or ta take Non-
Operator's share in kind.

23]
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charge shall be to ths joint scoount for moving material to other properties balonging to Operator, exoept

Mpymgummnm; -

Use of Opevater’s Kqilpmnant and-Faellities

Use of and service by Operator’s exclustvely owned equiperent nd fecilities 23 provided in Paragraph 4, of
T, “Basts of Chayges to Joipt Agoougl” . .

Damages and Lesses -, T a7 -

’mmintemu,indudingaﬁomq‘ltmmdmu bereinatter provided, W with all judgments ob-
tained against the joint sccount or the subject mastter of this agreement; actual expenses incurred by sany perty
srp:arueshmwmmﬂngcﬂdmm;orthewmotdﬂmsagﬂnnmu&normmudornrged

A, I a majority of the interests heteunder shall 50 agree, actions or claims affecting the joint interests here-
under may be handled by the legal staff of one or more of the parties herets, and a charge commensurats
with the services rendered may be made against the joint account, but no such charge shall be made until
approved by the legal department cf aor attorneys for the respective parties heretd

Fees snd expenses of outside atlornevs shall not be charged to the joint account unless quthorized by the ma-
jority of the interests hereunder.

w

Taxes

All faxes of every kind and nature assessed upon or in connection with the properties which are th ject
+his agreement, the production therefrom or the operation thereof. and which taxes have been puid by the
Opersator for the benefit of the parties nereto.

Insurance T —— —

A. Premiums pa1d for insurance carried for the befielit vt-thejeinisccount, w‘?ggher with all expenditures in-
curred and paid in settlement of any and all losses, claims, damages, judgments, and Other-expenses, irn-
cluding legal services, not recovered from insurance carrier.

£. If no insurance is required to be carried, all actua! expenditures incurred and paid by Operator in settie-
ment of any and all losses, claims, darages. judgments. ard any other expenses including legal services,
shaill be charged to the joint account.

1i. District and Camp Expense

A proportionate share of the salaries and expenses of Operator's DJistrict Superintendent and other general
district or field employees serving the joint property. whose time is not allocated direct to the joint property,
and a proportionate share of maintaining and operating a district office and all necessary camps, including
housing facilities for employees if necessary, in conducting the operatioms on the joint property and other
lsases owned and operated by Operator in the same locality. The expense of, less any revenue from, these
facilities shall include depreciation or a fzir monthly rental ir lieu of depreciation on the investment Such
charges shall be apportioned to all leasez served on some eqmtable basis consistent with Operstor’s accounting
Sractice.

Overbhead .

Overhead charges, which shall be ir lieu of any charges for any part of the compensztion or salaries paid ic
managing officers and employees of Operator the division superintendent, the entire staff and ex-
penses of the division office located at M.ﬂm_hﬂm_ﬂmdmwﬁmotmeoﬂ‘wem
of the principal business office located at Midland, Texas .. ., but which are not in Heu of district

or field office expenses incurred in operating any such properties, or any other expenses of Operator incurred
in the development and operation of sajd properties; mmmmmmerx;htwmmmnm

- ' 6% the date the well is spudded anc
tdmhmingwhmithonpmducﬂmorkpluﬂ,ut&mwbqexupﬂhunomumum




