RicHaArD T.C. TuLLy, P.A.

ot CGROER "li SRS ATTORNEY AT LAW
RE ot 111 NORTH ORCHARD AVENUE
POST OFFICE BOX 268
sl QF;E '1 :-3 ?ﬂ 8 53ARM|NGT0N_ NEW MEXICO 87499-0268

RICHARD T.C. TULLY ™
MICHAEL CUNNINGHAM

September 11, 1992

William J. LeMay, Chairman
0il Conservation Commission
State of New Mexico

P. O. Box 2088

Santa Fe, NM 87504

Re: 0il Conservation Commission
Case No. 10345 (De Novo), Order No. R-9581-A and
Case No. 10346 (De Novo), Order No. R-9584-A
In the Matter of the Applications of BHP Petroleum
(Americas), Inc. for Compulsory Pooling, San Juan
County, New Mexico

Dear Chairman LeMay:

505-327-3388

Enclosed for filing are the originals of Louise Y. Locke
d/b/a Locke-Taylor Drilling Company's Objections to Well Costs

for the Gallegos Canyon Unit #390 and #391 Wells.

Please advise if you need further information
assistance.

Simcerely,

‘ @Q.W

Richard T. C. Tully
RTCT:sak

Enclosures
cc w/encl.

Louise Y. Locke
c/0 Don Locke

113 West 3rd
Rifle, CO 81650

Owen M. Lopez, Esqg.

Hinkle, Cox, Eaton, Coffield & Hensley
P. O. Box 2068

Santa Fe, NM 87504-2068

or



William J. LeMay, Chairman
September 11, 1992
PAGE TWO

Jon Bowden, Esq.

BHP Petroleum (Americas) Inc,.
5847 San Felipe, Suite 3600
Houston, TX 77057

William F. Carr, Esqg.

Campbell, Carr, Berge & Sheridan, P.A.
P. O. Box 2208

Santa Fe, NM 87504

S$187/52532L
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FEDERAL EXPRESS

Mr. Robert Stovall

New Mexico 0il Conservation
Division

State Land Office Building

310 01ld Santa Fe Trail

Room 206

Santa Fe, New Mexico 87501

Re: Case Nos. 10345 (de novo) and 10346 (de novo); Applications
of BHP Petroleum (Americas) Inc. for Compulsory Pooling, San
Juan County, New Mexico.

Dear Mr. Stovall:

As you requested on February 27th, enclosed are a complete
set of numbered exhibits BHP will or may use at the hearing on
March 12th. If you desire additional sets, please call me.

BHP's summary of testimony from the examiner's hearing,
summary of proposed testimony, and brief will be hand delivered
to you on Friday, March 6th.

Very truly yours,

HINKLE, COX, EATON, COFFIELD &
HENSLEY  \.__

ames Bruce

JB:1le
Enclosures /



RicHARD T.C. TUuLLY, P.A.
ATTORNEY AT LAW Tho T R R
111 NORTH ORCHARD AVENUE

POST OFFICE BOX 268
FARMINGTON, NEW MEXICO 87499-0268 -~ 117, . R 5 1;: '

RICHARD T.C. TULLY 505-327-3388
MICHAEL CUNNINGHAM

March 4, 1992

William LeMay, Chairman

New Mexico 0il Conservation Commission
P. O. Box 2088

Santa Fe, NM 87504-2088

Re: Applications of BHP Petroleum (Americas) Inc.
Case Nos. 10345 and 10346

Dear Chairman LeMay:

Pursuant to the abbreviated hearing of the
above-captioned cases on February 27, 1992, you will f£find
enclosed a brief of the legal issues involved in the
above-captioned cases.

Copies of the -exhibits that are going to be used at the
hearing on March 12, 1992 have been exchanged with James Bruce,
Esg., the attorney for BHP Petroleum (Americas) Inc. Copies of
these same exhibits have also been given to Robert Stovall,
Esqg., Ceneral Counsel of the New Mexico 0il Conservation
Division.

You will also find enclosed copies of the following
pleadings filed in the lawsuit in the United States District
Court for the District of New Mexico:

1. Amended Complaint for Trespass, Conversion,
Negligence, Bad Faith, and Slander of Title.

2. Status Report of the pending lawsuit providing,
among other things, a summary of the witnesses'
proposed testimony.

3. Order imposing deadlines to make sure the jury trial
will be held in August, 1992 (5 months away).

Your attention is specifically directed in the Amended
Complaint to the "General Statements of Facts" (Pages 1-4);
Count I - "Trespass and Bad Faith", (Pages 4-16); Count IV -~
"Slander of Title", (Pages 24-32); and the Affidavit of Ewell
N. Wwalsh, P.E., attached as Exhibit "B" to the Amended
Complaint.



William LeMay, Chairman
March 4, 1992
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Even a cursory review of these pleadings show the issues
before the federal district court and jury are identical to the
issues before the New Mexico 0il Conservation Commission.
Also, note Louise Y. Locke has specifically attacked the filing
of the compulsory pooling applications by BHP.

We recognize the New Mexico 0il Conservation Commission
has the right to pool interests to form proration units for the
drilling of wells. However, it may not be prudent for the
NMOCC to compulsory pool these interests at this time for the
following reasons:

1. The issue of who has the right to drill on the
Zimmerman 0il and Gas Lease should be determined by either the
judge or the jury.

2. The 1issue of whether the completion of the Gallegos
Canyon Unit #391 Well will damage the Tycksen #1 Well should be
determined by either the judge or the jury.

3. BHP Petroleum (Americas) Inc. has stated the
issuance of the compulsory pooling orders will render the two
above 1issues "moot". If BHP is correct, then a precedent will
be set which will allow other operators to drill wells on
leases and lands owned by other parties without prior
notification and joinder to the drilling of the wells. Then,
the offending operator in order to correct the trespass upon
lands not owned by it, needs only to secure a force pooling
order from the NMOCD to correct the illegal act of trespass.

4. The Gallegos Canyon Unit #390 and #391 Wells were
drilled in December, 1990. The initial hearing before the New
Mexico 0il Conservation Division was held in July, 1991; and
the jury trial in the federal district court will be held in
August, 1992.

BHP Petroleum (Americas) Inc. has stated that if it
knew now what it believed concerning gas prices when the wells
were drilled in December, 1990, the Gallegos Canyon Unit #390
and #391 Wells would not be drilled.

There does not appear to be any urgent need to
complete these wells at this time. There will be no harm done
by the NMOCC in continuing the present case until after the
federal district court and jury render decisions concerning the
above issues in the very near future.



William LeMay, Chairman
March 4, 1992
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5. If the NMOCC issues compulsory pooling orders in
these cases, and Louise Y. Locke is successful in proving BHP
trespassed upon her lease and 1lands before the federal court
and jury, Louise Y. Locke will return to the NMOCC to request a
change of operator for the Gallegos Canyon Unit #391 Well, and
to chanhge the proration unit to the N/2 of Section 23, T-29-N,
R-13-W, N.M.P.M,

The lawsuit in the federal court will be 1litigated
in the very near future; there is no urgent need to complete
these wells at this time; the NMOCC could be setting a
dangerous and disruptive precedent in issuing compulsory
pooling orders at this time; and there is a good ©possibility of
further hearings at the NMOCC after the federal court and jury
decide the above issues.

To promote efficiency and economy, it appears the prudent
action for the NMOCC is to wait wuntil the court case is
terminated before proceeding with the current compulsory
pooling cases.

Please advise if you need further information or

assistance.
Si rely,
001 0.0 54

Richard T. C. Tully
RTCT:sak
Enclosures
cc w/o0 encl.

Louise Y. Locke
c/o Don Locke

113 wW. 3rd

Rifle, CO 81650

William F. Carr, Esq.

Campbell, Carr, Berge & Sheridan, P.A.
P. 0. Box 2208

Santa Fe, New Mexico 87504-2208

James Bruce, Esq.

Hinkle, Cox, Eaton, Coffield & Hensley
500 Marquette, N.W., Suite 800
Albuquerque, NM 87102-2121

S172/52532L2



UNITED STATES DISTRICT COURT Witreg A

FOR THE DISTRICT OF NEW MEXICO i?zE‘;,;'1.£(,"'.5§“T,§ =

LOUISE Y. LOCKE d/b/a 31 Dep 13 R

Locke-Taylor Drilling Company, ~ PH 3:
Plaintiff, %‘;’%/“ P

vs. No. CIV 91-748M “E‘“'“filf'gﬂ:’;é&/%

BHP PETROLEUM (AMERICAS) INC.,

Defendant.

STATUS_ REPORT

Pursuant to the Court's Order entered October 2, 1991,
Plaintiff and Defendant through their attorneys jointly submit

this status report.

1. Jurisdiction and Venue: There is no challenge to

jurisdiction or venue.

2. Nature of the  Case and contentions of the Parties:

This is an action for trespass, conversion, negligence, bad

faith, and slander of title.

(a) General Statement of Pacts: Plaintiff owns the

0il and gas leasehold estate ("the working interest"™) of the
N/2 of Section 23, Township 29 North, Range 13 West, NMPM, San
Juan County, New Mexico, from the surface to the base of the
Pictured Cliffs Formation. Defendant owns the working
interest, or the operating rights of the working interest
owner, under the S/2 of Section 23, from the surface to the
base of the Pictured Cliffs Formation. Section 23 is within
the boundaries of the Gallegos Canyon Unit ("GCU"), a unit

formed for 0il and gas development located in San Juan



County, New Mexico. There is a dispute as to whether certain
lands and formations in Section 23 have been and are currently
committed to the GCU. Defendant has been designated as the
suboperator of the GCU by the Unit Operator Amoco Production
Company for all depths from the surface to the base of the
Pictured Cliffs Formation. The Unit Agreement for the GCU is
recorded in the records of San Juan County, New Mexico.

In Apfil 1990 Defendant proposed to drill the GCU
Nos. 390 and 391 Wells to the regulatory agencies having
authority over the operations of the GCU. In July, 1990
Defendant issued authorities for expenditures ("AFE's") to the
other working interest owners except Plaintiff in Section 23

requesting their joinder in the drilling of the GCU #390 and

#391 Wells.
In October, 1990 Defendant offered to purchase

Plaintiff's o0il and gas interests in the NW/4 of Section 23.

In December, 1990 Defendant commenced drilling
operations of the following described wells without purchasing,
farming-out or securing the joinder of Plaintiff prior to such
drilling:

(i) The GCU Well No. 390 1located in the
SE/4SW/4 of Section 23; and

(ii) The GCU Well No. 391 1located in the

NE/4NE/4 of Section 23.



The No. 390 and 391 wells are projected by Defendant
to be completed in the Basin-Fruitland Coal Gas Pool, but no
completion activities have been undertaken to this date. The
No. 391 Well is located approximately 130 feet from the Tycksen
No. 2 Well, a well operated by Plaintiff, and which has been
producing from the West Kutz Fruitland Pool since 1954.

In October, 1988 the vertical limits of the West
Rutz Fruitland Pool were contracted to include only the
Sandstone interval of the Fruitland Formation, and this pool
has been redesignated the West Kutz-Fruitland Sand Pool. The
Basin-Fruitland Coal Gas Pool was established in October, 1988
with vertical limits comprising all coal seams within what was
originally the West Kutz-Fruitland Pool and other Pools.

The pool rules for the Basin-Fruitland Coal Gas Pool
require 320 acre spacing units. Defendant, when it commenced
drilling the wells, designated the W/2 of Section 23 as the
spacing unit for the No. 390 well, and the E/2 of Section 23 as

the spacing unit for the No. 391 well.
After Plaintiff wrote to Defendant in February, 1991

claiming that Defendant had committed a bad faith trespass in
Section 23, Defendant filed compulsory pooling applications
with the New Mexico 0il Conservation Division ("OCD") to force
pool Plaintiff's interests in the No. 390 and No. 391 Wells.

Defendant's applications were granted by the OCD.



These compulsory applications are still pending before the
NMOCD pursuant to an appeal filed by the Plaintiff.

(b) Plaintiff's Contentions: Defendant had no
authority to enter the NE/4 of Section 23 and drill the No. 391
Well since the leasehold estate from the surface to the base of
the Pictured Cliffs Formation in the N/2 of Section 23 1is owned
by Plaintiff. Plaintiff has never committed her interests to
the GCU. Even if Plaintiff's predecessors in title committed
certain of their interests to the GCU, these committed
interests have been withdrawn from the GCU by the predecessors
either voluntarily or by subsequent conduct and written
modifications to agreements by the predecessors. Furthermore,
the N/2 of Section 23, from the surface to the base of the
Pictured Cliffs Formation, is pooled by a Pooling Designation.
As a result, when Defendant entered on the NE/4 of Section 23
to drill the No. 391 Well, it committed trespass, and such
trespass was done in bad faith.

Second, if Defendant completes the two wells and
produces hydrocarbons from them, it will exercise dominion over
Plaintiff's property, thus converting Plaintiff's property to
Defendant's own use and benefit.

Third, Plaintiff contends that the Defendant was
negligent and grossly negligent in the drilling of the No. 391
Well, and Defendant is responsible for damages, compensatory
and punitive, for its conduct.

-4-



Fourth, by filing the compulsory pooling
applications, and due to Defendant's failure of any interest in
the N/2 of Section 23, Defendant has disparaged and slandered
Plaintiff's title in a malicious manner.

Fifth, Defendant in bad faith established the E/2
and W/2 spacing units instead of N/2 and S/2 spacing units.

(c) Defendant's Contentions: Defendant denies

liability on all claims as follows:

(i) Trespass: The working interest of the
lease covering the NE/4NE/4 of Section 23 is committed to the
GCU. Thus, as GCU suboperator, Defendant had the right to
drill the No. 391 Well thereon. Defendant was not required to
purchase, farmout, or secure the joinder of Plaintiff prior to
commencing the ©No. 390 and Nos. 391 Wells. In addition, the
OCD issued Order No. R-9584, authorizing Defendant to drill the
No. 391 Well on the NE/4NE/4 of Section 23, which negates any

alleged trespass.

(ii) Conversion: Defendant admits that
Plaintiff owns the leasehold on the N/2 of Section 23.
Defendant does own the right to drill wells on spacing units
covering the W/2 and E/2 of Section 23 under OCD orders and the
GCU documents. However, - Plaintiff will receive her prorata
share of production from both the No. 390 and No. 391 Wells.
Thus, Defendant has attempted no conversion.

(iii) Slander of Title: Defendant had the

-5-



right to drill the No. 390 and No. 391 Wells because of its
ownership of the working interest or operating rights in the
E/2 and W/2 of Section 23, including the tracts on which the
two wells are located. The claims made in the compulsory
pooling applications were truthful, were made in good faith,
and were made under claim of right and without malice.

(iv) Negligence/Damages: The drilling of the
No. 391 Well has not damaged, and will not damage, the Tycksen
No. 1 Well, which produces from a formation separate from the
formation in which the No. 391 Well will be completed.

3; Motions: There are no pending motions. Plaintiff

contemplates f£iling the following motions:

(a) Motion to Add Amoco Production Company as a
Defendant.

(b) Motion to Compel Production for documents not
produced under Plaintiff's Request to Product dated October 9,
1991.

(c) Motion for Partial Summary Judgment concerning
Defendant's lack of title and authority to enter the NE/4 of

Section 23.

(d) Motion to Add Royalty 1Interest Owners as
Co-Plaintiffs or Involuntary Plaintiffs.
Defendant contemplates filing a motion for summary
judgment, and possibly a motion to stay court proceedings
(including discovery) pending the resolution of proceedings

-6-



before the OCD.

4. Matters Requiring Conference:

(a) Motions to compel discovery if counsel cannot
agree.

(b) Cross-motions for summary judgment.

5. Joinder: At this time the parties do not
contemplate joining other parties or filing any third-party
complaints except as proposed by Plaintiff in No. 3 above.

6. Discovery: The parties have submitted or will
submit interrogatories, requests for production, and requests
for admissions to each other. In addition, all potential
witnesses will be deposed. It is estimated discovery will be
concluded by September 1, 199¥%.

Plaintiff's may or will call as witnesses:

(i) Ewell N. Walsh, (expert engineer). Mr. Walsh
will testify as to the drilling of the GCU #391 Well; the
damage to the Tycksen #1 Well; the drilling, completion, and
producing techniques and methods, and value of Fruitland wells;

(ii) Paul C. Bertoglio, Defendant's employee. Mr.
Bertoglio will testify as to the practice and policy of
Defendant in proposing and drilling GCU wells; drilling,
completion, and producing techniques and methods, and value of
Fruitland wells;

(iii) John c. Bircher, Defendant's geological
consultant. Mr. Bircher will testify as to the West Kutz

-7



Fruitland Pool, West Kutz Fruitland Sand Pool, and
Basin-Fruitland Coal Gas Pool;

(iv) Christine L. Hinton, Defendant's employee. Ms.
Hinton will testify as to the practice and policy of Defendant
in proposing and drilling GCU wells; the knowledge by Defendant
of Plaintiff's interest in the N/z of Section 23; and the
knowledge by Defendant of the Tycksen #1 Well;

(v) Representative of Amoco Production Company, name
unknown at this time. This witness will testify as to the
title information concerning the N/2 of Section 23 that it
provided to Defendant as suboperator of the GCU; the history of
the GCU and the non-commitment of: (a) the N/2 of Section 23
from the surface to the base of the Pictured Cliffs Formation;
and (b) the Tycksen #1 Well to the GCU;

(vi) Representative of Benson-Montin, name unknown
at this time. This witness will testify as to the
non-commitment of the N/2 of Section 23 from the surface to the
basé of the Pictured Cliffs Formation, and of the Tycksen #1
Well to the GCU;

(vii) Defendant's witnesses named below:

Plaintiff reserves the right to name additional
witnesses.

Defendant may or will call as witnesses:

(i) Donald Reinhardt (expert landman), BHP
Petroleum (Americas) 1Inc., 5847 San Felipe, Ste 3600, Houston,

-8~



Texas 77057. Mr. Reinhardt will testify about 1land ownership
and operating rights matters in Section 23 and the GCU. These
matters will prove the 1lack of trespass, conversion, and

slander of title;

(ii) Melissa Torbet (expert engineer), BHP Petroleum
(Americas) Inc., 5847 San Felipe, Ste 3600, BHouston, Texas
77057. Ms. Torbet's testimony will prove that Defendant's
wells will be producing from a different formation than
Plaintiff's Tycksen No. 1 Well, and that the Tycksen No. 1 Well
will not be harmed. Her testimony will disprove negligence or
damages;

(1ii) A representative of the Bureau of Land
Manageﬁent's Farmington or Albuquerque office (not yet
identified by name). This person will testify about commitment
of land to the GCU.

(iv) A representative of the OCD (an expert not yet
identified by name). This person will testify as to the
different formations the No. 390 and No. 391 Wells, and the
Tycksen No. 1 Well, are completed in.

Defendant reserves the right to name additional
witnesses.

7. Trial: It is estimated that trial will take 4-5
days. A trial date of .eerly—+o late 1992 is requested.

8. Settlement: Settlement prospects appear poor at
this time, although the parties have been negotiating.

-9~



9. Attorneys: This case will be prepared and tried by
the following counsel:

Richard T. C. Tully, Esqg.
Attorney for Plaintiff

James Bruce, Esq.

Jon Bowden, Esq.

Attorneys for Defendant
10. Differences of Counsel:

None at this time.

RICHA T. C. TULLY, P. A.

Geia

Richard T. C. Tully, £sq.
P. O. Box 268

Farmington, NM 87499
(505) 327-3388

Attorneys for Plaintiff

HINKLE, COX, EA{ON, COFFIELD &
HENSL

By:

James Bruce, Esqg.
0 Marquette, N.W.
uite 800
Albuguerque, N.M. 87102
(505) 768-1500
Attorneys for Defendant

Jon Bowden

BHP PETROLEUM (AMERICAS) INC.
5847 San Felipe

Suite 3600

Houston, TX 77057

(713) 780-5000

-10-
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IN THE UNITED STATES DISTRICT COURT

FOR THE DISTRICT OF NEW MEXICOF lLED

AT ATBLT DT
Jhl o 3 g
ACIIRT M MARCH

et

LOUISE Y. LOCKE d/b/a e

Locke-Taylor Drilling Company, o
Plaintiff,

V. No. 91-748-M Civil

BHP PETROLEUM (AMERICAS), INC.,

Defendant.

ORDER

The parties having submitted their status report, the following shall be the

deadlines imposed in this matter.

-—

Plaintiff shall identify expert by February 15, 1992.

2. Defendant shall identify expert by March 1, 1992.

3. All witnesses shall be identified by May 1, 1992.

4. Discovery shall be complete by June 15, 1992,

5. Dispositive motions such as summary judgment, qualified immunity,
motions to dismiss, and the like shall be filed by June 23, 1992.

6. All other pretrial motions shall be filed by June 30, 1992,

7. The parties shall submit their combined pretrial order by June 30, 1992.

XY



8. Trial of this matter shall be August 1992,

IT IS SO ORDERED.

S I h—

SENIOR UNITED STATES DISTRICT JUDGE




Richard T. Tully, Esq.
PO Box 268
Farmington, NM 87499-0268

—— e it s g _—

Re: 1:91-cv-00748




UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF NEW MEXICO

LOUISE Y. LOCKE d/b/a LOCKE-
TAYLOR DRILLING COMPANY,

Plaintiff,
vs. NO. CIV. 91-748M -

BHP PETROLEUM (AMERICAS) INC.,

Defendant.

AMENDED COMPLAINT FOR TRESPASS, CONVERSION,
NEGLIGENCE, BAD FAITH, AND SLANDER OF TITLE

COMES NOW the Plaintiff Louise Y. Locke d/b/a
Locke-Taylor Drilling Company for her complaint against

Defendant BHP Petroleum (Americas) Inc. and states as follows:

GENERAL STATEMENT OF FACTS

1. Plaintiff Louise Y. Locke is a resident of Colorado;
she is the owner of the working interest and operating rights
from the surface down to the base of the Pictured Cliffs
Formation underlying the N/2 of Section 23, Township 29 North,
Range 13 West, N.M.P.M., San Juan County, New Mexico; and she
is the owner and operator through the business name of
Locke-Taylor Drilling Company of the Howard Tycksen Pooled Unit
#1 Well (also previously known as the Dustin Pooled Unit #1
Well), a producing Fruitland Formation well, located in the
NE/4 of Section 23, Township 29 North, Range 13 West, N.M.P.M.,
San Juan County, New Mexico.

2. Defendant BHP Petroleum (Americas) Inc. is a foreign

corporation authorized to <conduct and transact business in the



State of New Mexico; and as the operator of the Gallegos Canyon
Unit #391 Well, it has entered upon and drilled or caused to be
drilled the Gallegos Canyon Unit #391 Well in the NE/4 of
Section 23, T-29-N, R-13-W, N.M.P.M., to the Fruitland
Formation.

3. The surface down to the base of the Pictured Cliffs
Formation underlying the N/2 of Section 23, T-29-N, R-13-W,
N.M.P.M., has not been committed to the Gallegos Canyon Unit
under Unit Agreement dated November 1, 1951, as amended; but
even if committed, the Fruitland and Pictured Cliffs Formations
have Dbeen previously declared non-commercial by the Unit
Operator of the Gallegos Canyon Unit.

4. The Fruitland. Formation is 1located between the
surface and the base of the Pictured Cliffs Formation.

5. Plaintiff is the successor to the original lessees
of the following o0il and gas leases covering the N/2 of Section
23, T-29-N, R-13-W, N.M.P.M., and has the exclusive right to
drill, operate, and produce 0il and gas from the surface down
to the base of the Pictured Cliffs Formation underlying the N/2
of Section 23, T-29-N, R-13-W, N.M.P.M., San Juan County, New
Mexico:

a. 0il and Gas Lease dated December 13, 1951 with

William S. Allen and Melva J. Allen, his spouse, and

Eula L. Allen, widow, "Lessors", and filed in Book



192, Page 160 of the records of San Juan County, New
Mexico;

b. 0il and Gas Lease dated August 22, 1952 with John A.
Lee and Eleanor K. Lee, his spouse, "Lessors", and
filed in Book 192, Page 161 of the records of San
Juan County, New Mexico;

c. 0il and Gas Lease dated February 20, 1947 with Helen
Zimmerman and R. J. Zimmerman, her spouse,
"Lessors", and filed in Book 125, Page 153 of the
records of San Juan County, New Mexico;

d. Oil and Gas Lease dated April 21, 1951 with B. E.

Dustin and Ruth Dustin, his spouse, and Louis
Dustin, a widow, "Lessors", and filed in Book 175,
Page 137 of the records of San Juan County, New
Mexico.

6. The N/2 of Section 23, T-29-N, R-13-W, N.M.P.M.,
from the surface down to the base of the Pictured Cliffs
Formation is a pooled unit as designated by the Pooling
Designation executed by Lloyd D. Locke, Lloyd B. Taylor,
Stanolind 0il and Gas Company, Earl A. Benson, and William V.
Montin, and filed in Book 270, Page 23 of the records of San
Juan County, New Mexico; at the time of executing this Pooling
Designation Stanolind 0il and Gas Company was the former Unit
Operator, and Benson and Montin were then the Unit Operator of
the Gallegos Canyon Unit. A copy of this Pooling Designation
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is attached hereto as Exhibit "A", and incorporated herein by

reference.

7. Defendant is not the owner of any working interest
nor operating rights from the surface down to the base of the
Pictured Cliffs Formation in the N/2 of Section 23, T-29-N,
R-13-W, N.M.P.M., San Juan County, New Mexico; and upon
information and belief, Defendant is not the owner of any
vested working interest nor operating rights from the surface
down to the base of the Pictured Cliffs Formation in the §/2 of
Section 23, T-29-N, R-13-W, N.M.P.M., San Juan County, New
Mexico.

8. By their conduct, actions, and course of dealing,
Plaintiff and Defendant, and their respective predecessors in
title, have not committed nor considered to be committed to the
Gallegos <Canyon Unit, the N/2 of Section 23, T-29-N, R-13-W,

N.M.P.M. from the surface to the base of the Pictured Cliffs

Formation.

COUNT I - (Trespass; Bad Faith)

9. Plaintiff realleges Paragraph Nos. 1 through 8 of
the General Statement of Facts, and incorporates them by
reference herein as if fully restated.

10. The drilling of the Howard Tycksen Pooled Unit #1
Well commenced on August 6, 1952, and it has produced from the

Fruitland Formation since April 19, 1954.
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11. In 1967 Pan American Petroleum Corporation, the then
Unit Operator of the Gallegos Canyon Unit, submitted for
approval the 1Initial Participating Area as well as the First,
Second, and Third Enlargements of the Participating Area for
the Fruitland Formation in the Gallegos Canyon Unit; which
submittal specifically recognized the Tycksen Pooled Unit #1
Well was determined by the Unit Operator to be a non-commercial

Fruitland completion.

12. In 1986 and again in 1988 Defendant submit ted
applications, maps, and schedules to revise and expand the
Fruitland Participating Area of the Gallegos Canyon Unit, which
documents recognized that the N/2 of Section 23, T-29-N,
R-13-W, N.M.P.M. was not committed to the Gallegos Canyon Unit

and the Fruitland Participating Area thereof.

13. Prior to February, 1988 Defendant knew that the N/2
of Section 23, T~29-N, R-13-W, N.M.P.M. was 1located within the
boundaries of the Gallegos Canyon Unit, but that these lands
and the wells 1located thereon were not included in the
Fruitland Participating Area of the Gallegos Canyon Unit.

14. In April, 1990 Defendant proposed the drilling of
the Gallegos Canyon Unit #391 Well to be 1located in the
NE/4NE/4 of Section 23, T-29-N, R-13-W, N.M.P.M. to the
Fruitland Formation to the Bureau of Land Management of the

United States Department of Interior, the New Mexico 0il



Conservation Division, and the New Mexico Commissioner of

Public Lands.
15. Defendant had knowledge that Plaintiff was the owner

of the working interest and operating rights from the surface
down to the base of the Pictured Cliffs Formation in the Nw/4
of Section 23, T-29-N, R-13-W, N.M.P.M. when it made an offer
to purchase the Plaintiff's interest in the NW/4 of Section 23
on October 31, 1990.

16. Prior to February, 1988 Defendant had notice and
knowledge, or should have reasonably had notice and knowledge
from the records of San Juan County, New Mexico, and as the
suboperator of the Gallegos Canyon Unit from the surface to the
base of the Pictured Cliffs Formation, that Plaintiff was also
the owner of the working interest and operating rights from the
surface down to the base of the Pictured Cliffs Formation in
the NE/4 of Section 23, T-29-N, R-13-W, N.M.P.M,

17. On December 12, 1990 Defendant commenced or caused
to be commenced the drilling of the Gallegos <Canyon Unit #391
Well in the NE/4 of Section 23, T-29-N, R-13-W, N.M.P.M. with
the wellhead location of such well being 1located approximately
130 feet away from the wellhead location of the Howard Tycksen
Pooled Unit #1 Well, also located in the NE/4 of Section 23; at
that time Defendant had notice and knowledge that Plaintiff was
in possession of the NE/4 of Section 23, T-29-N, R-13-W,

N.M.P.M..



18. On or before December 12, 1990 Defendant had actual
notice and knowledge of the existence and 1location of the
Howard Tycksen Pooled Unit #1 Well when Defendant located the
wellhead of the Gallegos Canyon Unit #391 Well approximately
130 feet from the wellhead of the Tycksen #1 Well, and
approximately 100 feet from the production metering facilities
of the Tycksen #1 Well; the Tycksen #1 wellhead and the
metering facilities being permanent and visible structures and
equipment 1located on the same wellsite location as the Gallegos
Canyon Unit #391 well.

19. On or before December 12, 1990 Defendant had notice
and knowledge, or should have reasonably had notice and
knowledge, from the records of the New Mexico 0il Conservation
Division, and as suboperator of the Gallegos Canyon Unit from
the surface to the‘base of the Pictured Cliffs Formation, that
the Howard Tycksen Pooled Unit #1 Well was commenced to be
drilled August 6, 1952; it was completed in the Fruitland
Formation on October 22, 1952; first delivery of gas production
from the Fruitland Formation occurred on April 19, 1954; that
the  Tycksen #1 Well has continuously produced from such
Formation for over the last 37 years; and that Defendant should
not have drilled the Gallegos Canyon Unit #391 Well on the same
lands and on the same wellsite location in such close proximity

to a well already producing from the Fruitland Formation.



20. On or before December 12, 1990 Defendant had notice
and knowledge, or should have reasonably had notice and
knowledge from its own files and records as well as the records
of the New Mexico 0il Conservation Division, the Bureau of Land
Management of the U. S. Department of Interior, and the New
Mexico Commissioner of Public Lands, that the N/2 of Section
23, T-29-N, R-13-W, N.M.P.M., is not and has not been committed
to the Gallegos Canyon Unit and to the Fruitland Participating
Area thereof.

21. Defendant has acted for the purpose of interfering
with Plaintiff's working interest and operating rights in the
N/2 of Section 23 by drilling or causing to be drilled the
Gallegos Canyon Unit #391 Well in the NE/4 of Section 23,
T-29-N, R-13-W, N.M.P.M. by wrongfully invading and physically
entering property of Plaintiffs.

22, Defendant had notice and knowledge, or reasonably
should have had notice and knowledge, that drilling to the
Fruitland Formation that the Howard Tycksen Pooled Unit #1 Well
was producing from was substantially certain to disturb the
Plaintiff's right, title, and interest from the surface to the
base of the Pictured Cliffs Formation, and that Defendant knew
or should have known, that it did not have permission to enter

upon and drill or cause to be drilled the Gallegos Canyon Unit

#391 Well in the NE/4 of Section 23.



23. Defendant's actions constitutes an unauthorized and
intentional act of subsurface encroachment and trespass, which
constitutes wrongful interference with the right, title, and
interest of Plaintiff, all done willfully, in bad faith, and
without justification by Defendant.

24. Plaintiff and her predecessors in interest have been
in actual and exclusive possession of the subsurface rights
from the surface down to the base of the Pictured Cliffs
Formation in the N/2 of Section 23 since prior to the

commencement of drilling of the Howard Tycksen Pooled Unit #1

Well on August 6, 1952, almost 39 years.

25. Defendant is a complete and total stranger to the
title in the N/2 of Section 23, T-29-N, R-13-W, N.M.P.M., and
particularly in the NE/4 of Section 23, from the surface down
to the base of the Pictured Cliffs Formation.

26. The Defendant had no reasonable grounds to believe
that it had superiority of its title or right to develop as
owner of these formations; that it had the right to explore and
develop these 1lands and formations; that it had a just and
legal foundation for its actions; however, even after Defendant
had notice and knowledge of the superiority of Plaintiff's
title, Defendant willfully and wrongfully drilled or caused to

be drilled the Gallegos Canyon Unit #391 Well.



27. Plaintiff has the right to maintain this action
against Defendant, a stranger to the title in the N/2 of
Section 23 from the surface down to the base of the Pictured
Cliffs Formation, due to Defendant negligently and
intentionally drilling, or causing to be drilled the Gallegos
Canyon #391 Well unlawfully and without authority; there is no
innocence, mistake, nor good faith that can be <claimed by
Defendant.

28. Defendant, by its wrongful acts in drilling, or
causing to be drilled, the Gallegos Canyon Unit #391 Well is
asserting or has asserted rights it does not nor did have, and
it 1is seeking to deprive Plaintiff of her lawful ownership from
the surface down to the base of the Pictured Cliffs Formation
in the N/2 of Section 23, and of the Howard Tycksen Pooled Unit
#1 Well, and its appurtenant equipment and personal property,
existing production therefrom, and ultimate recoverable
reserves of gas from the Fruitland Formation.

29. In the event Defendant attempts to complete or does
complete the Gallegos Canyon Unit #391 Well, the current
production from the Howard Tycksen Pooled Unit #1 Well and the
ultimate recoverable reserves of gas production from the
Tycksen #1 Well will be adversely affected, resulting in loss
of income and future profit to Plaintiff; during and after

these completion activities the Tycksen #1 Well and the
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Fruitland Formation may be in great danger of being damaged,and
the ultimate recoverable gas production of Plaintiff could be
diminished. See Affidavit of Ewell N. walsh, P.E., attached
hereto as Exhibit "B", and incorporated herein by reference.

30. Defendant has directly infringed upon and injured
Plaintiff's right of possession of the subsurface formations
from the surface down to the base of the Pictured Cliffs
Formation; it has intentionally and physically invaded the
subsurface from the surface down through the Fruitland
Formation; it has substantially interfered with Plaintiff's
beneficial use of her right, title, and interest, and in
particular, the Howard Tycksen Pooled Unit #1 Well; there was
no compelling reason for Defendant to enter upon these lands
and drill the Gallegos Canyon Unit #391 Well because the oil
and gas leases were not about to expire, and the lands and
formations were only being drained by the rightful owner
(Plaintiff).

31. Plaintiff has requested Defendant to remove itself
from this subsurface trespass, which was not inadvertent nor
innocent, in the NE/4 of Section 23, but Defendant has not so
removed itself, and, upon information and belief, Defendant
will not remove itself but will continue this trespass in the
NE/4 of Section 23 unless enjoined by the Court.

32. Plaintiff has no adequate remedy at law because:

-11-



(a) The subsurface trespass of the Defendant
through formations owned by Plaintiff is a physical invasion
that has been a continuing trespass since December 12, 1990
that is irreparable.

(b) When Defendant completes, or attempts to
complete, the Gallegos Canyon Unit #391 Well in the Fruitland
Formation approximately 130 feet from the existing Tycksen #1
Well, which is already producing from the Fruitland Formation,
the existing and future production from the Tycksen #1 Well
could be adversely affected.

(c) If communication or drainage takes place
between the Tycksen #1 Well and the Gallegos Canyon Unit #391
Well, causing the shutting-in or significant production
decrease of the Tycksen #1 Well, an already producing well,
this may result in the Tycksen #1 Well not being able to resume
production in the future.

(d) Plaintiff may also incur the costs and expenses
of drilling a substitute well if Defendant damages the Howard
Tycksen Pooled Unit #1 Well while completing or attempting to
complete the Gallegos Canyon Unit #391 Well. The costs and
expense of drilling and completing a substitute well are
estimated to be $150,000.

(e) Unless enjoined, Defendant as a trespasser will

be placed in a preferred status; it will have an
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unconscienfious advantage over Plaintiff; thus penalizing
Plaintiff who has clear title and has complied with the law;
and Defendant will be unjustly enriched by its own wrong doing.

(f) It 1is impossible to calculate the injury and
damage which may be done to the Tycksen #1 Well and to its
ultimate recoverable resources if the Gallegos Canyon Unit #391
Well is completed.

(g) Unless enjoined, the Gallegos Canyon Unit #391
Well might ripen into é prescriptive right or drain the
Plaintiff's Tycksen #1 Well from a common reservoir, thus
decreasing the amount of gas production which Plaintiff would
otherwise recover.

(h) Unless enjoined, Plaintiff will not be able to
have an equal opportunity to produce the gas 1lying under the
N/2 of Section 23, T-29-N, R-13-W, N.M.P.M., that she owns from
the common gas reservoir (the Fruitland Formation) 1lying under
these lands.

33. Defendant's actions have resulted in injuries and
damages to Plaintiff, and they have been in bad faith, in a
callous, reckless, conscious, and willful manner in total
disregard for the right, title, and interest of Plaintiff, and
she 1is entitled to actual and punitive damages to be determined

at trial.

34. Plaintiff has been required to employ an attorney to
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prosecute this. action, and she 1is entitled to reasonable
attorney's fees and costs of suit.
WHEREFORE Plaintiff prays for judgment against the

Defendant as follows:

A. Determining that Defendant has committed and is
continuing to trespass the subsurface of the N/2 of Section 23,
T-29-N, R-13-W, N.M.P.M., San Juan County, New Mexico from the
surface down to the base of the Pictured Cliffs Formation;

B. Determining that Defendant's actions make it a bad
faith trespasser.

C. That a Temporary Restraining Order be issued
restraining and enjoining the Defendant and its servants,
representatives, agents, employees, contractors, attorneys, and
subcontractors from trespassing upon and converting to their
own use, control and dominion the N/2 of Section 23, T-29-N,
R-13-W, N.M.P.M., San Juan County, New Mexico from the surface
down to the base of the Pictured Cliffs Formation and any wells
drilled or completed therein for a period of at least ten (10)
days in order for the Plaintiff to protect her right, title,
and interest to these unlawful, improper, unauthorized, and
illegal acts of the Defendant as above stated.

D. That an Order to Show Cause be made to require the
Defendant to appear before this Court on why a preliminary

injunction should not be issued restraining and enjoining the
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Defendant and its servants, representatives, agents, employees,
contractors, attorneys, and subcontractors from trespassing
upon and converting to their own use, control, and dominion the
N/2 of Section 23, T-29-N, R-13-W, N.M.P.M., San Juan County,
New Mexico from the surface to the base of the Pictured Cliffs
Pormation and any wells drilled or completed therein.

E. That a preliminary injunction be issued restraining
and enjoining the Defendant and its servants, representatives,
agents, employees, contractors, attorneys, and subcontractors
from trespassing upon and converting to their own use, control,
and dominion the N/2 of Section 23, T-29-N, R-13-W, N.M.P.M.,
San Juan County, New Mexico from the surface down to the base
of the Pictured Cliffs Formation and any wells drilled or
completed therein in order for the Plaintiff to protect,
assert, and exercise her rights, privileges, and interests as

above-stated during the pendency of this action.

F. That on final hearing, Defendant and its servants,
representatives, agents, employees, contractors, attorneys, and
subcontractors be permanently restrained and enjoined from
trespassing upon and converting to their own use, control and
dominion the N/2 of Section 23, T-29-N, R-13-W, N.M.P.M., San

Juan County, New Mexico.

G. Awarding the costs and expenses associated with
drilling a substitute well, if needed, which costs are

estimated to be $150,000.
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H. For any and all damages suffered by Plaintiff,

actual, compensatory, and punitive, with regard to the actions

of Defendant that were and are unlawful and without authority;
I. For attorney's fees and costs of suit; and

J. For such other relief as the Court deems just and

proper.

COUNT II (Conversion)
35. Plaintiff realleges Paragraph Nos. 1 through 8 of
the General Statement of Facts; and Paragraph Nos. 9 through 34
of Count I, and incorporates them by reference herein as |if

fully restated.

36. Defendant has taken possession or attempted to take
possession of the Fruitland Formation underlying the N/2 of
Section 23, T-29-N, R-13-W, N.M.P.M., and it has converted or
attempted to convert the Fruitland Formation to its own use the
right, title, interest and property of Plaintiff.

37. By reason of the foregoing, Plaintiff has been
damaged to the extent Defendant has and continues to exercise
dominion over, and converted or attempted to convert to its own
use and benefit the Fruitland Formation underlying the N/2 of
Section 23, T-29-N, R-13-W, N.M.P.M., which working interest

and operating rights are the property of Plaintiff.
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38. Unless Defendant 1is restrained and enjoined from
asserting dominion over and converting such Formation to its
own use and benefit, Plaintiff will suffer grave and
irreparable injury.

39. Defendant's actions have resulted in injuries and
damages to Plaintiff, and they have been in bad faith, in a
callous, reckless, conscious, and willful manner in total
disregard for the right, title, and interest of Plaintiff, and
she is entitled to actual and punitive damages to be determined
at trial.

40. Plaintiff has been required to employ an attorney to
prosecute this action, and she 1is entitled to reasonable
attorney's fees and costs of suit.

WHEREFORE Plaintiff prays for judgment against the

Defendant as follows:

A. Determining that Defendant has exercised dominion
over, and converted or attempted to convert to its own use and
benefit the Fruitland Formation underlying the N/2 of Section
23, T-29-N, R-13-W, N.M.P.M., San Juan county, New Mexico.

B. Determining that Defendant has acted in bad faith.

c. That a Temporary Restraining Order be issued
restraining and enjoining the Defendant and its servants,
representatives, agents, employees, contractors, attorneys, and

subcontractors from trespassing upon and converting to their
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own use, control and dominion the N/2 of Section 23, T-29-N,
R-13-W, N.M.P.M., San Juan County, New Mexico from the surface
down to the base of the Pictured Cliffs Formation and any wells
drilled or completed therein for a period of at 1least ten (10)
days in order for the Plaintiff to protect her right, title,
and interest to these unlawful, improper, unauthorized, and
illegal acts of the Defendant as above stated.

D. That an Order to Show Cause be made to require the
Defendant to appear before this Court on why a preliminary
injunction should not be issued restraining and enjoining the
Defendant and its servants, representatives, agents, employees,
contractors, attorneys, and subcontractors from trespassing
upon and converting to their own use, control, and dominion the
N/2 of Section 23, T-29-N, R-13-W, N.M.P.M., San Juan County,
New Mexico from the surface to the base of the Pictured Cliffs
Formation and any wells drilled or completed therein.

E. That a preliminary injunction be issued restraining
and enjoining the Defendant and its servants, representatives,
agents, employees, contractors, attorneys, and subcontractors
from trespassing upon and converting to their own use, control,
and dominion the N/2 of Section 23, T-29-N, R-13-W, N.M.P.M.,
San Juan County, New Mexico from the surface down to the base
of the Pictured Cliffs Formation and any wells drilled or

completed therein in order for the Plaintiff to protect,
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assert, and exercise her rights, privileges, and interests as
above-stated during the pendency of this action.

F. That on final hearing, Defendant and its servants,
representatives, agents, employees, contractors, attorneys, and
subcontractors be permanently restrained and enjoined from
trespassing upon and converting to their own use, control and
dominion the N/2 of Section 23, T-29-N, R-13-W, N.M.P.M., San
Juan County, New Mexico.

G. Awarding the <costs and expenses associated with
drilling a substitute well, if needed, which costs are
estimated to be $150,000.

H. For any and all damages suffered by Plaintiff,
actual, compensatory, and punitive, with regard to the actions
of Defendant that were and are unlawful and without authority;

I. For attorney's fees and costs of suit; and

J. For such other relief as the Court deems just and

proper.

COUNT III - (Negligence; Gross Negligence)
41. Plaintiff realleges Paragraph Nos. 1 through 8 of
the General Statement of Facts; Paragraph Nos. 9 through 34 of
Count I; Paragraph Nos. 35 through 40 of Count 1I1I, and

incorporates them by reference herein as if fully restated.
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42. Defendant has been negligent and grossly negligent

in the following respects:

a. It proceeded to drill, or cause to be drilled,
the Gallegos Canyon Unit #391 Well even though it knew or
should have known that Plaintiff owned the working interest and
operating rights from the surface down to the base of the
Pictured Cliffs Formation in the N/2 of Section 23, T-29-N,

R-13-W, N.M.P.M.
b. It proceeded to drill, or caused to be drilled,

the Gallegos <Canyon Unit #391 Well even though it knew or
should have known the surface down to the base of the Pictured
Cliffs Formation in the N/2 of Section 23, T-29-N, R-13-W,
N.M.P.M. was not and had not been committed to the Gallegos
Canyon Unit and the Fruitland Participating Area thereof.

c. It proceeded to drill, or cause to be drilled
the Gallegos Canyon Unit #391 Well even though the wellhead
location of the Gallegos Canyon Unit #391 Well was located
approximately 130 feet from the wellhead of the Howard Tycksen
Pooled Unit #1 Well, and approximately 100 feet from the
production metering facilities of the Tycksen #1 Well; all of
these wellheads and metering facilities being 1located on the
same wellsite location pad in the NE/4 of Section 23.

d. It drilled or caused to be drilled the Gallegos

Canyon Unit #391 Well even though the Howard Tycksen Pooled
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Unit #1 Well was spud August 6, 1952; completed in the
Fruitland Formation on October 22, 1952; first produced from
the Fruitland Formation on April 19, 1954, and it has continued
to produce from the Fruitland Formation to the present time
(over 37 years).

43. As a direct, natural, and proximate cause of the
negligence and gross negligence of Defendant in proceeding to
drill or cause to be drilled the Gallegos Canyon Unit #391 Well
without adequate precaution being taken to prevent injuries and
damages to Plaintiff, which damages could have been foreseen by

a reasonable person, Plaintiff has and will suffer serious

damage.

44, Defendant acted in a callous, reckless, conscious,
and willful manner in total disregard for the right, title, and
interest of Plaintiff, and Plaintiff is entitled to actual and
compensatory damages and punitive damages in an amount to be
determined at trial.

45. Plaintiff has been required to employ an attorney to
prosecute this action, and she 1is entitled to reasonable
attorney's fees and costs of suit.

WHEREFORE Plaintiff prays for judgment against the

Defendant as follows:

A. Determining that Defendant has been negligent and

grossly negligent in drilling or causing to be drilled the
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Gallegos Canyon Unit #391 Well in the NE/4 of Section 23,
Township 29 North, Range 13 West, N.M.P.M., San Juan County,
New Mexico.

B. That a Temporary Restraining Order be issued
restraining and enjoining the Defendant and its servants,
representatives, agents, employees, contractors, attorneys, and
subcontractors from trespassing upon and converting to their
own use, control and dominion the N/2 of Section 23, T-29-N,
R-13-W, N.M.P.M., San Juan County, New Mexico from the surface
down to the base of the Pictured Cliffs Formation and any wells
drilled or completed therein for a period of at least ten (10)
days in order for the Plaintiff to protect her right, title,
and interest to these wunlawful, improper, unauthorized, and
illegal acts of the Defendant as above stated.

C. That an Order to Show Cause be made to require the
Defendant to appear before this Court on why a preliminary
injunction should not be issued restraining and enjoining the
Defendant and its servants, representatives, agents, employees,
contractors, attorneys, and subcontractors from trespassing
upon and converting to their own use, control, and dominion the
N/2 of Section 23, T-29-N, R-13-W, N.M.P.M., San Juan County,
New Mexico from the surface to the base of the Pictured Cliffs

Formation and any wells drilled or completed therein.

D. That a preliminary injunction be issued restraining
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and enjoining the Defendant and its servants, representatives,
agents, employees, contractors, attorneys, and subcontractors
from ﬁrespassing upon and converting to their own use, control,
and dominion the N/2 of Section 23, T-29~N, R-13-W, N.M.P.M.,
San Juan County, New Mexico from the surface down to the base
of the Pictured Cliffs Formation and any wells drilled or
completed therein in order for the Plaintiff to protect,
assert, and exercise her rights, privileges, and interests as
above-stated during the pendency of this action.

E. That on final hearing, Defendant and its servants,
representatives, agents, employees, contractors, attorneys, and
subcontractors be permanently restrained and enjoined from
trespassing upon and converting to their own use, control and
dominion the N/2 of Section 23, T-29-N, R-13-W, N.M.P.M., San
Juan County, New Mexico.

F. Awarding the costs and expenses associated with
drilling a substitute well, if needed, which costs are

estimated to be $150,000.
G. For any and all damages suffered by Plaintiff,

actual, compensatory, and punitive, with regard to the actions
of Defendant that were and are unlawful and without authority;
H. For attorney's fees and costs of suit; and

I. For such other relief as the Court deems just and

proper.
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COUNT IV (Slander of Title)

46. Plaintiff realleges Paragraph Nos. 1 through 8 of
the General Statement of Facts; Paragraph Nos. 9 through 34 of
Count I; Paragraph Nos. 35 through 40 of Count 1II; Paragraph
Nos. 41 through 45 of Count 1III, and incorporates them by
reference herein as if fully restated.

47. Defendant has filed two applications with the New
Mexico 0il Conservation Division for orders pooling all
interests in the Fruitland Formation underlying the E/2 of
Section 23, T-29-N, R-13-W, N.M.P.M. (Gallegos Canyon Unit #391
Well), and the W/2 of Section 23, T-29-N, R-13-W, N.M.P.M.
(Gallegos Canyon Unit #390 Well). Copies of these applications
are attached hereto as Exhibits "C-1" and "C-2", respectively,
and incorporated herein by reference.

48. These two applications have been assigned Case Nos.

10345 and 10346, and were heard on July 25, 1991 before an

examiner of the New Mexico 0il Conservation Division at the

State Land Office in Santa Fe, New Mexico.

49. As a result of the filing of these applications,
Defendant has published an injurious falsehood concerning
Plaintiff's right, title, and interest in the Fruitland

Formation underlying the N/2 of Section 23, T-29-N, R-13-W,

NOM.P.M.
50. Defendant has no bona fide nor reasonable belief in

the title it claims, if any, to the Fruitland Formation in the
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N/2 of Section 23, T-29-N, R-13-W, N.M.P.M., and it has no
color of title to Plaintiff's property.

51. The drilling of the Gallegos Canyon Unit #390 and
#391 Wells and the filing of these two force pooling
applications constitutes a willful and reprehensible action,
conducted in a spirit of mischief and indicative of malice and
the wanton and willful disregard of the rights of Plaintiff.

52. Upon information and belief Defendant claims it has
the right to drill on the Helen Zimmerman et vir. 0Oil and Gas
Lease dated February 20, 1947 (See #5c above) because Stanolind
0il and Gas Company committed this lease to the Gallegos Canyon
Unit on March 20, 1951, the date Stanolind executed the
Gallegos Canyon Unit Agreement.

53. At the time Stanolind 0il and Gas Company commit ted
this lease to the Gallegos Canyon Unit, the 1lessors of this
lease, Helen Zimmerman and R. J. Zimmerman, refused to ratify
and join the Gallegos Canyon Unit, and there was no pooling
clause in the o0il and gas lease authorizing Stanolind to pool
their interest to the Gallegos Canyon Unit.

54. Drilling of the Tycksen #1 Well was commenced on
August 6, 1952, and on November . 24, 1952 the United States
Geological Survey of the U. S. Department of Interior,
recognized the Tycksen #1 Well offset, and was not part of, the

Gallegos Canyon Unit. See memorandum dated November 24, 1952
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from the District Engineer of the U. S. Geological Survey,
Farmington, New Mexico, to the 0il & Gas Supervisor, U. S.
Geological Survey, Roswell, New Mexico, a copy of which is
attached hereto as Exhibit "D", and incorporated herein by
reference.

55. On January 23, 1953 Stanolind 0il and Gas Company,
Earl A. Benson et ux., and Wm. V. Montin assigned all of their
right, title, and interest in the Helen Zimmerman et vir. O0il
and Gas Lease to Lloyd D. Locke and Lloyd B. Taylor d/b/a
Locke-Taylor Drilling Company from the surface to the base of
the Pictured Cliffs Formation in an Assignment filed in Book
224, Page 107 of the records of San Juan County, New Mexico. A
copy of this Assignment is attached hereto as Exhibit "E" and
incorporated herein by reference.

56. In this January 23, 1953 Assignment, Stanolind,
Benson, and Montin recognized in Paragraph No. 8 that Helen
Zimmerman et vir., had refused to execute the Gallegos Canyon
Unit Agreement, and that there was a question whether the
Zimmerman lease was or was not committed to the Gallegos Canyon
Unit.

57. On October 1, 1954 Helen Zimmerman et vir. executed
an Amendment to 0il and Gas Lease wherein a pooling clause was
added to their February 20, 1947 o0il and gas lease, which
Amendment to 0il and Gas Lease was filed in Book 262, Page 140
of the records of San Juan County, New Mexico. A copy of this
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Amendment to O0il and Gas Lease is attached hereto as Exhibit

"F", and incorporated herein by reference.

58. The Amendment to 0il and Gas Lease recognized
Locke~Taylor Drilling Co., Stanolind O0il and Gas Company, and
Benson & Montin as the owners of the Helen Zimmerman et vir.
0il and Gas Lease, and provided that each of these parties at
their option could pool and unitize all or any part of the
leased 1lands as well as any one or more of the formations
thereunder without the joinder of Helen Zimmerman et wvir.; and
in the event these parties did exercise their option to pool
such lands, and 1lease, then an instrument identifying and
describing such unit shall be executed in writing and filed 1in
the records of San Juan County, New Mexico.

59. The Pooling Designation attached hereto as Exhibit
"A" and filed on February 9, 1955 in Book 270, Page 23 of the
records of San Juan County, New Mexico, was the exercise of the
option by Locke-Taylor Drilling Company, Stanolind 0il and Gas
Company, Earl A. Benson, and William V. Montin as the owners of
the Helen Zimmerman et vir. 0il and Gas Lease to pool and
unitize all of the o0il and gas leases in the N/2 of Section 23,
T-29-N, R-13-W, N.M.P.M., for the Tycksen #1 Well and all
formations from the surface to the base of the Pictured Cliffs

Formation on a 320 acre unit basis and not on the Gallegos

Canyon Unit basis.
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60. In the two applications filed with the New Mexico
0il Conservation Division, Defendant is attempting to pool the
W/2 of Section 23, to form the proration unit for the Gallegos
Canyon Unit #390 Well, and the E/2 of Section 23 to form the
proration unit for the Gallegos Canyon Unit #391 Well.

61. Defendant has no reasonable basis to form these E/2
and W/2 proration units other than for its own pecuniary gain
since the previous proration units established for Section 23,
T-29-N, R-13-W, N.M.P.M. have been on a N/2 and §/2 basis for
formations from the surface to the base of the Pictured Cliffs
Formation and for the Dakota Formation.

62. Defendant cannot and could not  have honestly
believed in the possible validity of its actions in drilling,
or causing to be drilled, and attempts to pool the Gallegos

Canyon Unit #390 and #391 Wells.

63. Defendant has made false and injurious statements

regarding the title of Plaintiff, the Tycksen #1 Well, and the
Gallegos Canyon Unit #390 and #391 Wells, and the right to

drill, explore, develop, and operate these Wells.

64. By its actions Defendant has caused Plaintiff
specific pecuniary loss, injury and damage by its actions; such
loss, injury, and damage to be proved at trial, but which

include a decrease in the value of Plaintiff's property for

exploration and development purposes.
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65. Defendant has willfully interfered, taken and
appropriated, or will willfully interfere, take and
appropriate, the opportunity of Plaintiff ¢to explore and
develop o0il and gas production; thus destroying the lease value
or speculative value of Plaintiff'’s property.

66. Plaintiff's property has also declined in value,
been injured and damaged by Defendant's actions for the
property which Defendant is wrongfully in possession (the
Gallegos Canyon Unit #391 Wwell) or 1is wrongfully claiming
exploration and development rights (the drilling of the
Gallegos Canyon Unit #390 Well).

67. Defendant has wrongfully obtained and acquired
geological information, and there 1is a disparagement of the
quality of the o0il and gas of Plaintiff pertaining to the N/2
of Section 23, T-29-N, R-13-W, N.M.P.M., resulting in the
depreciation or destruction of the value of Plaintiff's
property.

68. Plaintiff has been deprived of the opportunity and
right and possibility of extracting oil and gas by exploration
or development underlying the 1lands and formations that she
owns; and she has received no benefit from Defendant's actions.

69. Defendant acted in a callous, reckless, conscious,
and willful manner in total disregard for the right, title, and

interest of Plaintiff, and Plaintiff is entitled to actual and
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compensatory damages and punitive damages in an amount to be

determined at trial.

70. Plaintiff has been required to employ an attorney to
prosecute this action, and she is entitled to reasonable
attorney's fees and costs of suit.

WHEREFORE Plaintiff prays for judgment against the
Defendant as follows:

A, Determining that Defendant has acted in a malicious
manner and has slandered the title of Plaintiff in the
Fruitland Formation of the N/2 of Section 23, T-29-N, R-13-W,

N.M.P.M., San Juan County, New Mexico.

B. That a Temporary Restraining Order be issued
restraining and enjoining the Defendant and its servants,
representatives, agents, employees, contractors, attorneys, and
subcontractors from slandering Plaintiff's title, trespassing
upon and converting to their own use, control and dominion the
N/2 of Section 23, T-29-N, R-13-W, N.M.P.M., San Juan County,
New Mexico from the surface down to the base of the Pictured
Cliffs Formation and any wells drilled or completed therein for
a period of at 1least ten (10) days in order for the Plaintiff
to protect her right, title, and interest to these unlawful,

improper, unauthorized, and illegal acts of the Defendant as

above stated.
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c. That an Order to Show Cause be made to require the
Defendant to appear before this Court on why a preliminary
injunction should not be issued restraining and enjoining the
Defendant and its servants, representatives, agents, employees,
contractors, attorneys, and subcontractors from slandering
Plaintiff's title, trespassing upon and converting to their own
use, control, and dominion the N/2 of Section 23, T-29-N,
R-13-W, N.M.P.M., San Juan County, New Mexico from the surface

to the base of the Pictured Cliffs Formation and any wells

drilled or completed therein.

D. That a preliminary injunction be issued restraining
and enjoining the Defendant and its servants, representatives,
agents, employees, contractors, attorneys, and subcontractors
from slandering Plaintiff's title, trespassing upon and
converting to their own use, control, and dominion the N/2 of
Section 23, T-29-N, R-13-W, N.M.P.M., San Juan County, New
Mexico from the surface down to the base of the Pictured Cliffs
Formation and any wells drilled or completed therein in order
for the Plaintiff to protect, assert, and exercise her rights,
privileges, and interests as above-stated during the pendency
of this action.

E. That on final hearing, Defendant and its servants,

representatives, agents, employees, contractors, attorneys, and
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subcontractors be permanently restrained and enjoined from
slandering Plaintiff's title, trespassing upon and converting
to their own use, control and dominion the N/2 of Section 23,
T-29-N, R-13-W, N.M.P.M., San Juan County, New Mexico.

F. Awarding the costs and expenses associated with
drilling a substitute well, if needed, which costs are
estimated to be $150,000.

G. For any and all damages suffered by Plaintiff,
actual, compensatory, and punitive, with regard to the actions
of Defendant that were and are unlawful and without authority;

H. For attorney's fees and costs of suit; and

I. For such other relief as the Court deems just and

proper.

RICHARD T. C. TULLY, P. A.

Oty 5C 6o

Richard T. C. Tully, Esd.
Attorney for Plaintiff

P. O. Box 268

Farmington, NM 87499-0268
(505) 327-3388
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CERTIFICATION

I, Richard T. C. Tully, Esq., hereby certify that:
1. The Defendant has been previously notified of the

possible filing of this Complaint.

2. That attempts were made to contact the Defendant and
its apparent New Mexico attorney immediately prior to the
filing of this Complaint, and they were advised that the
Plaintiff would file for the issuance of a Temporary

Restraining Order before 5:00 p.m. on July 22, 1991.

3. That notice to Defendant should not be required
because the actions of Defendant must be enjoined on or before
July 22, 1991 or Defendant's unreasonable and improper actions
as described in the Complaint will have occurred, and Plaintiff
will have little if no adequate remedy at law or otherwise for
the harm or damage if Defendant attempts to complete or
completes the Gallegos Canyon Unit #391 Well in the Fruitland
Formation before notice to Defendant can be given.

DATED this 22nd day of July, 1991.

@Z./S.C’_Mg/

Richard T. C. Tully, Esq.

-33-
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nase snd style of Locke=Taylor Drilling Company, of Farmington, Hew Haaico,

are the ovnors end holders of that certain oil and gss lease executed and
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SNEREAS, Lloyd D, Locke and L3oyd B. Taylor, doing business umior the
|

dalivered by Williem 3. Allan anvi Melva O, Aller, husbend xaat wifs, and

Uls Allen, a widow, lessors, dated and executed Decenber 13, 1951, referencs

-
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to whick is more particularly zcde in that cesrtain instrument recorded in
Book 186 at pags 178 of the records in the offlce of ths County Clerk and
Fecorder of 3an Juan County, Naw Mexico, coveriu; and ambracing the :
following describ=d load situste in said Saa Juan County, to-wit:

The Mwi, Sec. 23, Twp, 29N, Rge, 1V, N.JLP.M.,
containing 150 acres, more or less; and,

WIEREAS, the eald Lloyd D. locke snd Lloyd B, Taylor, doing business

under the name snd styls of Locke-Taylor Drilling Compeny, of Farmington,
Bew Maxico, are the owners end holders of thac ceis.'in oll and gas lease
wxscuted and dslivercd by John A, Lee and Elinore K. lae, husband and wifa, =
lsssore, to ldloyd D, locke and Lloyd D. Taylor, which said lease i3 recorded —¥
in Book 192 at Pago 161 of the public records in the offics of the County

Clsrk and Recorder of San Juan County, New lMexico, covering and ambracing

s,

ths following described lands situats in San Juan County, Kew Mexico, to-wits

— gt

Bagirndng at 2 polst ou the North line of Sec, 21, LD vds E,

fron the 2 cortwr of the K5i of said ssction, thance 3. 744.8 )
foet, thence E, 77Y Zaet, thence N. 7L5.8 feet, therce W,

TI0 feet, to place of beginning, all in Twp. 9%, Rge. 13W,
N LP.M., containing 12 acres, more or less; ond,

WKERZAS, Lloyd D. Locke and Lloyd B, Taylor, doing business under the
name and styls of Locke-Taylor Drilling Compuny, of Farmington, New faxics,

are the owniers and holders of that certaln oil and gas lesse sxscuted and E
[

TRl f

delivered by Helen Zimnerman and R, J. Zismsrmen, husband and wife, en
February 20, 1947, to Charlas Newdold, Astes, Faw Parico, which said issse
1n recoraed in Book 125 and Yage 153 of the publis records of San Jusn

County, Kew Maxico, and shileh sald lease was sesigned %35 said Lloyd D, Locks

Are 1243 rA /
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and Lloyd B, Taylor, dba Locke-Taylor Drilling Company, lnsofar as said
lease pertains o and covers the oil ard gas and petrolenm products to
ard Ancluding the Picturod ClAffs formstion and all other geological
fornations lying and being lesser in depth than the Pictured Cliffs

formation, covering the following descrided land situste in the County
of 3an Juan, New laxico, toewit:

The 3} of the NP, the SW} of the NEL and 13 acres in the
south part of the MWk of the MEL, all in 3ec. 23, ™vp. 2974,
Reme 10, K.M.P.M,, containing 13] acres, more or less; and

WIEREAS, 8, X. Dustin and Ruth Dustin, husband and wife, ami fouss
Dustir, s widow, sxscuted and dslivered to Zarl A, Benson and ¥illlaa V.
Yontin, of Gklshoaa City, Cklahoma, that certain oil and gas leass dated

the 2lst day of April, 1351, which said lesse is recordsd in Book 175 at
Page 137 of the Public records in ile o1 “ice of the County Clerk and

Recorder of San Juan Couniy, Kew Hexico, and the seid Farl A, Benson and
Willtaa V. Montdn, Joined by their rempective wives, executed acd
delivered to Llojd D, Locke and Lloyd B, Taylor, doing business under
the naas and style of Locke-~Paylor Drilling Company, of Faraligton, New
Hrlco, an aseigment of the aforessid oil und gas leass %0 aud including
the Pictured Cliffs formation and any snd all geological formations
s{tusted al a4 lesser depth than the Pictured CLiffs fcr=atlon, am to the

following described lands situate and being in San Jusn County, New
Mexizo, to-wit:

Beginning st tha ¢ corner of the MEg of See, 23, ™, 29¥,

Rge, LOW, Nemu¥.,, thenae South 60 rode; thence east 40

rode; thancs lorth 60 rods; thence Went 4D rods to the

Pacs of begiming, containing 15 asres, more or less; and,

WERAS, it 1s specifically provided 2n asch of the »forsssid oll
and geo lsases, or amendaents thereto, that the ovners of ssid respective
11 and gss leases st ang tinme, and from tise to time, may pool or

wnitise all or any part or parts of the lands sabreced in said respactive
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leases, as is move particularly set éut in said respective lesses;

and the sald Lleyd D, locke and Lloyd B. Taylor, doing business urder
“he nme any style of locke-Taylor Drilling Cowpany, Joined by

Stanolind Oil and Gas Coxpargs, q cerporation, and Joined by suid Earl

A. Bemson and Williaa V, lPontin, joined by thelir respective wives,

have elected to ool or unitize all of the lands embraced in said

sevaral respective lasses undor a unitized drilling unit, eabrscing

the M of Ssc. 1, Twp. 9N, Rge. 13W, H.f.P.N., to conform with the
spacing rules and regulatiodz provided by the 011 Conservation Commission

of the Stats of New Mexico.

W4, THERZFORZ, we, ths said Lloyd D. locke and Lloyd B. Tajler
do4ng tusiness undor the name and style of Locke~Taylor Drilling Company,
of Farmington, llew Maxico, and sald Stanolind Ofl and Cas Ccmpany, &
corporation, and jJolned by said Earl A, Banson and Willian V., Montin, so
%y these presents unillise and pool all and singular the lands eabraced
in i3 respuctive oil ana gas leages, as hersinabove cors particularly

deseribed, into ono drillin; unit and acraage pool for the purposs of

oubstsnces from the sald landa embraced in said shove meationcd lsagas, & )
abeseing and covering ull ard singular the following deseribed lands ’ 08

situste 1n 3an Juan County, New Mexico, ss one drillins unit = pool,

f
te dts k

The M of Sec. 23, Twp. 29N, Rge. 1IW, N.M.P.M., containing

320 acres, more or less,

FROVIDID, HOWSYGR, that thie Pooling Designstion and Declaration
shall apply to and be binding upon said Stanolind 011 and Gas Company,
& corprrstion, o2 fard A, Zsnach and Williem V. Montin am emhrecing

and pertaining to only thnaee geologicsl formations lying im ana above
the Pletured Cliffs formatlor,
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Cas Company, a corporstion, and said ¥arl A. Bonson and Willlaa V. Montin,
that all of the production of gas and hydrocarbon substances produced and
saved from sny snd all weils drilled on the sald hareinabove described
lande be, and they hereby sre unitized anl pooled under ore unit of lands,
provided, however, that such unitizatinn shell spply only %o the Pictured ’
Cliffs formation anvl othsr formatisns of lesser depth or depths than the
Pictured Cli’fs formetion insofer as the same pertains to said lands

ewbraced in the aforesaid lesse to sald Stazalint 041 and Gas Coopany,

corporation, and the lands smbraced in 3ald leass 'o Zarl A, Denson and

Tkl A -

Williaa 7, Fontin, more particularly hereinabove described,

¢ IN WITNESS WHEREOF, the ssid Lloyd D, Locke and Lloyd B, Taylor have

hereunto sal their hands this , %2 _ dsy of _&L__. 1953, and

said Stanolind Oi1 and Gas Company, a corporation, has csusod its nams to :

be heroto subscrided and aStestod by it~ 4. ¥ suthorized and acting

57
officlals, thislﬁd day oi&;_o——/v\—___, M and said Zarl A, Benson

and Willlam ¥, Montin have hersunto set their handa this z"ﬂ"‘d&y of

apadon 1952, :
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STATE OF COLORADC
38,

COUNTT OF 1A FLATA

On this 5’1# day of _&EL‘-J_.' 1953, tefore ms pearsomally
appeared Llopd D, Locke, to known to be the person named in and
who wagned the furegoing inetrumsnt, and he scknowledged that he sigined

- the esme as his free act and deed.
PP L

.
",
Ta
k!
H

RLE o X8 VITNESS WERESF, I have hereunto sat »y hand and affixed my
@ “aftlala) seal the day end year firet above in this certificate written.

'y,

Vret

RN

" My Cozalssion Fxpirest

\pale 247 290

STATE OF COLOTADD ;

COUNTY OF LA FLATA

-

.Lj~
on this 20" day ot é:a;l;:"’é“ 1953, before me personally
sppesred Lloyd B. Tayior, to mo n to be the person named in and

who signed the faregming {nstrument, aix he aciowwledged that he siygned
the saxe as his fres act and desd,

‘. IN WITIESS WERWE, I have hereunto sst zy hand and affixed ry

?/------'tr,_l.’-’dd' sesl the day and year [{irst sbove in this certiffcate written,
e LN I :
S A
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STATE OF TEXAY ; .
CLUNTY OF TATALT

- 1 Moy
on thts 288 doy of Llernline {355 vatore ue

appeared ):.“1 /"A’_A';luj » to ma personally known,
, 1

who, baing Uy me duly eworn did say that he is the Attorney ix Fact

. Of Stanolind Oil and Gas Company; and that the seal affixed to sald

Instromant is the corporats seal of sald corporation and thet said

instrurent was siened and seilod {n behalf of suid corporation by

authority of its board of dirsctors, and sald ( .7 “;‘: I_/_" l

]
acknowledged said instrumsnt to be the fres act and deed of -zu
eorporation,

17 WITNESS WHZREOF, I have hors: 12 set my hand and affixed my

ssal on this, the day ani year first above writtca.

! rr -
’ L4 “
WL LT Rr AL T
Notary Public in and for
Tarrant County, Texas
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STATE OP OKLAHOMA ) . ' :
) sa. ‘
COUTT OF OKLANOMA ) !
i
Oz this ZoE day of _éu%zz./z.‘_, 1953, befora ma K
pereonally appearcd Zarl A, Zenson, to me known to be the person

naned in ind who

signad the foregoing instrument, aid he
acknowledged that

ho signed tha sane ss Els free act and deed,

IN WITNRys WHIREOP, I have harsunts yat £y hand and affixad

my offic’al seal tha day and year first above in this csrtificata
written,

2
° .—-g._,,-,/} rx‘//’i alis s
. Sotary Public

'}?_ Commlssion Depires:
. r oo
¢ s,

A"z. F  oaer

»,._,...!s’x'-:\fi OF OKLAMGMA ; - ]

COUNTY OF OKLAMOMA )

Onthis _20% dayor Dms, 5 1952, befsre me
personlly appeared Willism V. Montin, to me known 20 be the

rson naved {n and who signed the foregoing instnemont, and
he acknowledzod that he signed the same 2s his froe act and
deed,

o P e L @ vw = b mwEm mv 6.8 iPe * sewTlesmcrcgaelgmgreuxh we . =i
s QEaert g e St
¥

N uITNEss WHTREOP, T have herew
affixad my officinl seal the doy
certificate writtan,

nto sat my hand and
and yeer Iir:t alove in thic

—‘:?f '/: o \‘.‘" PR !
X Notary Ablie
LA S . -~ .r .
H ..',‘ i8¢ ° “Hy. Codmission Expires:
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FIDAVIT OF EWELL N. WALSH, P.E.

STATE OF NEW MEXICO )
} ss.
COUNTY OF SAN JUAN )

EWELL, N. WALSH, being duly sworn, deposes and says:
1. I am the President of Walsh Engineering & Production

Corp., a New Mexico corporation, which provides consulting

petroleum engineering services, and other oilfield related

services, and have been so employed since January 1, 1967.

2. I gradvated from Louisiana State University in 1953

with a Bachelor of Science Degree in Petroleum Engineering, and

thereafter I have worked full-time in the oil and gas industry

in the Rocky Mountain area, principally in the San Juan Basin,

New Mexico, since February, 1953. I am a licensed professional

engineer in the states of New Mexico, Arizona, ©Utah, and
Colorado.

3. As a petroleum engineer I have the duties and

responsibilities of designing, planning, and supervising all

work for the drilling, equipping, completing, producing,

operating, and reworking of oil or gas wells, from the wellsite

selection through production and operation of such wells.

Additionally, I have also planned the reworking or recompleting

of existing wells in order to regain or increase o0il, gas, and

associated hydrocarbon production.

4. Walsh Engineering & Production Corp., a New Mexico

corporation, of which I am President has been 'employed by

Louise Y. Locke d/b/a Locke-Taylor Drilling Company to assist

EXHIBIT "B"



in the evaluation of the Howard Tycksen Pooled Unit No. 1 Well

and the Gallegos Canyon Unit No. 391 Well to determine the

possible ultimate recoverable reserves therefrom; and the

possible effect the completion activities of the Gallegos

Canyon Unit No. 391 Well may have on the Tycksen No. 1 Well.

5. In my ©professional and expert opinion, if the

Gallegos Canyon Unit #391 Well is completed, and is stimulated

by a fracture method in the Fruitland coal interval, then due

to the small distance between the well bores of the two wells,

there is a good probability that damage will occur to the

producing interval of the Tycksen No. 1 Well. If this should

occur, the costs and expenses of a substitute well will be

approximately $150,000.

6. I cannot accurately estimate at this time  the

additional costs and expenses it will take to replace the

Roward Tycksen Pooled Unit No. 1 Well to maintain production

from the producing interval.

7. Irreparable injury to this well may result from

communication and subsequent damage due to the stimulation of

the proposed coal interval in the Gallegos Canyon Unit No. 391

Well.
the producing formation of

in

8. The potential damage to
the Tycksen No. 1 Well upon stimulation of the coal interval
the Gallegos Canyon Unit No. 391 Well could prevent the Tycksen



No. 1 Well from recovering gas reserveé that would normally be

produced from the producing formation.

FURTHER Affiant sayeth naught.

o S L.

Ewell N. Walsh

SUBSCRIBED AND SWORN to before jne thi 42;2 day of July,

1991.
C ey

Notary Public

My commission expires:

Sphber 0
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BEFORE THE NEW MEXICO OIL CONSERVATION DIVISION

| RECEIVED
APPLICATION OF BHP PETROLEUM ,
(AMERICAS) INC. FoR compursoryJUN 13 1991

. POOLING, SAN JUAN COUNTY, NEW No.
MEXICO. QIL CONSERVATION DIVISIoN

APPLICATION r

BHP Petroleum (Americas) Inc. hereby makes
application for an order pooling all interests in the Basin-
Fruitland Coal Gas Pool underlying the E% of Section 23,
Township 29 North, Range 13 West, N.M.P.M., San Juan County,
New Mexico, and in support thereof states:

1. Applicant is an interest owner and has tﬁe
right to drill a well in the E% of said Section 23.

2. Applicant has drilled its Gallegos Canyon
Unit Well No. 391 in the NE% of Section 23, and intends to
complete the well in the Basin-Fruitland Coal Gas Pool.

3. Applicant has dedicated the E% of Section 23
to the well. .

4. Applicant has in good faith sought to join
all other mineral or leasehold interest owners in the E% of
Section 23 for the purposes set forth herein.

5. Although Applicant attempted to obtain
voluntary agreements from all mineral or leasehold interest
owners to participate in the drilling of the well or to
otherwise commit théir interests to the well, an interest
owner has failed or refused to join in dedicating her
acreage. Therefore, Applicant seeks an order pooling all

mineral and leasehold interest owners underlying the E% of

EXHIBIT C-1



- —

Section 23, as described above, pursuant to N.M. Stat. Ann.

§70-2-17 (1987 Repl.).

6. Applicant requests the Division to consider

"~ the cost of drilling and completing the well, the allocation

of the cost thereof} as well as actual operating charges and
costs charged for supervision. Applicant requests that it
be designated as operator of the well and that the Division
set a penalty of 200% for the risk involved in drilling the
well.

7. The pooling of all interests underlying the
E% of Section 23, as described above, will prevent the

drilling of unnecessary wells, prevent waste, and protect

correlative rights.

WHEREFORE, Applicant requests that the Division

grant the relief requested ,abovye.
Dated: é /3 q/ .

Respectfully Submitted,

HINKLE, COX, EATON, COFFIELD &
HENSLEY

N

Jameés~ Bruce
;; Marquette, N.W.

Syite 800
Albuquerque, N.M. 87102
(505) 768-1500

Attorneys for Applicant
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BEFORE THE NEW MEXICO OIL CONSERVATION DIVISION

RECEIVED

;| APPLICATION OF BHP PETROLEUM JUN 13 199;

!l (AMERICAS) INC. FOR COMPULSORY
" POOLING, SAN JUAN COUNTY, NEW g
1| | mexzco. 1L CONSERVATION 3o

3
PPLICATION

™

BHP Petroleum (Americas) Inc. hereby makes
application for an order pooling all interests from the in
the Basin-Fruitland Coal Gas Pool underlying the W% of
Section 23, Township 29 North, Range 13 West, N.M.P.M., San

. Juan County, New Mexico, and in support thereof states:
' 1. Applicant is an interest owner and has the
| right to drill a well in the W% of said Section 23.

2. Applicant has drilled its Gallegos Canyon

Unit Well No. 390 in the SW% of Section 23, and intends to
" complete the well in the Basin-Fruitland Coal Gas Pool.

3. Applicant has dedicated the W% of Section 23
to the well.

4. Applicant has in good faith sought to join
all other mineral or leasehold interest owners in the W% of
Section 23 for the purposes set forth herein.

5. Although Applicant attempted to obtain

: voluntary agreements from all mineral or leasehold interest

owners to participate in the drilling of the well or to

otherwise commit their interests to the well, an interest

~ owner has failed or refused to join in dedicating her

acreage. Therefore, Applicant seeks an order pooling all

mineral and leasehold interest owners underlying the Wk of

EXHIBIT C-2
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. Section 23, as described above, pursuant to N.M. Stat. Ann.

§70-2-17 (1987 Repl.).

6. Applicant requests the Division to consider

f the cost of drilling and completing the well, the allocation

" of the cost thereof, as well as actual operating charges and

costs charged for supervision. Applicant requests that it
be designated as operator of the well and that the Division

set a penalty of 200% for the risk involved in drilling the

- well.

7. The pooling of all interests underlying the

" W4 of Section 23, as described above, will prevent the

dvilling of unnecessary wells, prevent waste, and protect

correlative rights.

WHEREFORE, Applicant requests that the Division

grant the relief requested above.
Dated: 5 /3/[7 / .

Respectfully Submitted,

HINKLE, COX, EATON, COFFIELD &
HENSLEY

/ Wﬁo’

James Bruce

500 Marquette, N.W.
591te 800

Albuquerque, N.M. 87102
(505) 768-1500

By

. Attorneys for Applicant
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TEE STATE OF K& MEXICO | - - e T i
' e Ny
N S U L

COUNTY OF SAI¥ JUAI i
ASSIGNMENT

KRQY ALL M3 BY THESE PRESE.TIS:
A That, in consideration of the sum of Oue Dollar (31.00) and other good

and valuabls consideration, the receipt and sufficiency of which are hereby ack-
nowledged, STANOLIND OIL AID CAS COMPANY, & corperation, and EARL A, EENSON and

- WM. Vo MOKTIN (hereinafter referred to as "Assignors"), do hereby bargais, sell,
aésisn, transfer and coavey unto LLOYD D. LOCKE and LIOYD B. TAYICR, doing business
as and under the nama of Locke-Taylor Drilling Company, their respective heirs and
assigns (hereinafier referred to as "p¢gigneea™), 8ll of the Assignors® right,
title and interest in and %o the following described oil, gas and mineral lease,
covering land situated in San Juan County, New Mexico, to wit:

(Stanolind leass Mo. TLL63)
lessor: Belen Zimmeruan and R. J. Zimserzan, her husband

lessec: Charles Newbold
Dated: February 20, 1947

Recorded: Volum 125, at Page 153, Necords of Sen Juan
County, lew l{fexico

insofar as said lease covers the following described land in said County and State,

to wit:

Tho East Half of the Northeast Quarter (E/2 of IE/4), the Soathwest
Quarter of the Northeast Quarter (SW/4 of NE/b4), snd 13 acres in
the South part of the Northwest Quarter of the Northeast Quarter of

. Section 23, T-29-l, R=13-W,
FRON TEE SURFACE THERECF DOV TO THE BASE OF TOE PICTURED CLIFIS

POHMATION
(said leace and land above descrihed as to the depth hereinabove specified, being

somotimas harsinaftor roferred to as the "lease acreago"), cubject to the following

terns, covenants and conditions:

1. 1Ia sddition to any and all othsr overriding royalties, production
pdyzents and other encusbrances to which sald lease acreage Zay bs subject, the
Asaignor hareby cxcepts and reserves unto themselves, thelr respsctive successors, heirs
and assigrs, in the proportion of one half (1/2) to Stanolind 01l and Gas Cozpany,

030 fourth (1/4) to Earl A. Benson, and one fourth (1/L) to Wm. V. Montin, the

follovwing overriding royalty:

EXHIBIT "E"




(a) Five percent of efght-eighths (5% of 6/8) of all ofl, dis-
tillate, condezcata ead other liquid hydrocarbons produced and saved
fron eaid lease acreage under said lease, or any extensions or re-
newals thereof, which shall be delivered free of all cost and expense,
except taxes on production, at the well or wells on said lesss acreage
or, at the Assifors’ opticn, to the credit of the Assignors Into the
Pipe line to which said well or wells zay ba connected;
(b) Five percent of eight-eighths (5% of 8/8) of all gas and cosing-
hend gos producad and saved from snicj lease acreege under said lease,
or any extensions or remewsls thereof, the market value (at the well)
of which shall te paid to the Assignors free of all cost end expense,
erxcept taxes om production.
2. In addition to the foregoing overriding royalty and to any other over=
riding royalties, production payments and other emcumbrances to which said leese
acreage may be subject, the Assignors hereby except and reserve unto thexselves,

their respective successors, hairs and assigns, in the nroportion of one half

(1/2) to Stanolind 011 ard Gas Corpany, one fcutth {1/4) %o Eerl A. Benson, and

" ome fourth (1/4) to Wm. V. Montin, five percent ot eight-eishths {52 of 8/8) of

-. .all the o1l, distillate, condensate, gas, casinghead gas and 6ther hydrocarbon -

- substances i:roduced and sﬁved from said leace ecreagé under said leese, or any
extension or reneval thereof, until the fssignors, their successors, heirs or
assigns, skall have roceived therefrom, frea of all cost3, expenses and charges
for developrent and operations s the net total sum ofb One Thousand Nins Hundred
Kinety Five Dollars (31,995.00) in cxcess of taxes on production; provided, that,

' at the option of the Assignors, ths above specified portion of said productionm, or

" any of it, ghall Ye delivered to ths Assignors free of said costs, expenses and
charges Bt the vell or wells on said lease acreage or, at the Assignors' option,
to the credit of the Assignors into the pipe line to vhich said well or vells may
be connocted.

3. With respect to the overriding royalty and production payzent herein
excepted and reserved by ths Assignors, the Assignors and the Assignees agres, as
follovs:

{a) That oil and gas used in drilling and operations oa said lease

acreage and iz the handlinc of production therefrom shall be deducted

bofore caid ovorriding roynlty and said production payzent are cocputed.

-2 a




(b) That the Assigness shall furnish to the Assignors authentic

14smized monthly reports of all production from said lease acreage,
such reports to be cailed not later than the fifteenth day of the

menth folloving that for which ths report 1s mada.
L. As to any vells drilled on sald lease acreage Yy 4he Asaignees afier

the delivery of this assigment, the Asalgnees shall give the Assignore access to

gaid wella and the derrick flcor at all reasonable times and, upoen request of the

Assignors, shall furnish 1o the Assignors vell sarples of all cores end cuttings

consecutivoly taken, unless the Assigners themselves elact to take such parpless

and, at the request of the Assignors, the Assignees ghall furnish to the Assignors

coples of any electrical well formation surveys made.

5. In the event that sk Assignees should elect to surrender, let expire,

abandon or release all or any of their rights in said lease acreags, or any pert

thereof, the Assignees shall notify the Assignors not less then sixty {€0) days in

advance of svch surrender, expiration, sbandonzent or release and, if requested

so to do by the Aselgnors, the Assignees jrmediately shall reassign such rights in

snid lesse acreage, or such part thereof, to thn Asgsignors.

6. ;his essignzent is made cubject to all the terms and the express and

lence, insofar as it covers

implied covenants and cenditions of the above described

the gaid leasc acreage, which terms, coverents and conditions the Acsignees hereby

assuze and cereo to perform with respect to the seld lease acreage. Sald terms,

covenants and conditions, insofar as the £aid leace acreege is concerred, shall te

dbinding on the Assigneci; , not only in favor of tho lessors and their helrs and

acsicus, but also-in favor of the Assignors end thelr successors, heirs and asgigns.

‘{« This nesipnment is mnde without warranty of any kind.

8. Assipgnors have heretofore, as owners of the aforeseid lease, executed

that certoin Unit Acreemant for the Developzent and Operation of the Gollagos

Canyon Aren daoted tovezber 1, 1940, formed under the Act of Congress epproved

February 25, 1920, vherein Earl A. Benson and Ho. v. Montin are narcd Unit Operators,

and fcsignors have also executed that certain Unit Accounting Agreczent under said Unit

Agreement dated Jonuary 15, 1551. The lend covered by said lease is8 within the

bounderies of tho unit area of said Unit Agreezent, but ig not yet wvithin any

participating area forced or designated thereunder. The lessors of said lsase have

«3-
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refused to execute sald Unit Agreement. Asaignors make no representation or

varranty as to vhether ths sa{d leaze acreago 13 or is not committed to or

T Al s b e Sl T A

affected by cald Unit Agresment or Unit Acconting Agreemant by reason of tte
exscution by Assignors of the instruments above referrsd to, or either of thezm,
and Assigneas accept this Asafgnmant without prejudice to their right to contend
that the lease acreage herein assigned is acquired free from the provisions of
said Unit Agreezent and Unit Accounting Agrsement, but in the event said lsess

" acreage shall be found to be subject to tha terms of said agreemants, Assignses

accept said lease acreage subjact to all the terms and provisions of said agreements.
9. All notlces, reporta end other cozmmications required or permitted

kereundor, or desired to te glvon with respect to tha rights or interests herein

assigned or reserved, shall be deeced to have baen properly given or delivered
E ' when delive;ed rersonally or sent by registored mail or telegraph, with all pos-
‘ tage orcharges fully prepaid, and addressed tc the Assignors and Assignees ’ :
respectively, as follows:

Assignors:

Stanolind 011 ard Gas Company
L _ v 011 and Ces Building
| . P. O. Box 1410
‘ Fort Worth, Texas
Benson-j{ontin

316 Petroleum Building
Oklaheza City, Oklakomn

Assignees:
Locke-Taylor Drilling Cozpeny
LO7 North Allen
Farnington, New Mexico
10, The terms, covensnts and conditions hereof shall be binding upon, and
shell inure to the benefit of the Assigmors end Assigness, the guccessors and
85signg of Stanolind 01l and Gas Company, and the respective heirs, adninistrators,
executors, devisees, ropresentatives and assigns of the other parties hersto; and
such terms, covenants and conditions shall be covenants running with the land above

doscribed and tho leare acraage horeln assignied and with each transfer or assignment

of said land or lease acreage.
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TO HAVE AD TO HOID sald lecse acreage unto the Assignees, their respective

heirs and assigns, sudject to the terms, covensnts and conditions hereinabove sot

forth.

) 1953
EXECUTED THIS 2?/14 day of \ //é>»t » 2952,

WMo Vo FOWT Ll

S'I'AHOLII'D OIL Aﬂ) CAS CCMPANY

g?‘ Attomaj 1n F;c% i

,ssflx. }dnt{ Cecretary

- e

PR

TARC, C:" « ) i

TRNY O o )

‘on this .o 2y of y 1453, before ne person:lly cppcared
SARL ey BLOSQH oand wife, , to me known to te the perso

laseribed In and who cxecuted tne xo*croing instrument, and nc}movledged thot they
cxseutedLhe same az *heir free nct and deed.

LA . .

I3 WIMLSTS MLITOT, T ohave heveunto set my hand and effixed oy seal on

d" r.nnd seur £ircd ~hove written, ) vt

o R G

t. : 4Ll .»&LJ.IJ’
liotary Public in tnd for

i Corrission Zwpires: e County

CATTY o

..... -4

On thie - .~ dny ot‘ L , 190 3. before ne perconzlly appeared
e Ve DOUTIH and ultn, T , to e Imown to be the persens
“":'»c"..hcd In and win Pv-cn‘rl'll the fm-e' nin” ‘n'*ru-on* end r'c-’mwlrd:enl that
fremr enneated the smen on treir tree ret ond decd,

A
N ¢ AL TS TIR0Y, T havy herennta 5ot ngs hond nnd affized ryr -',ePl o

. v‘l‘l-, ﬁ’y' 5'"' and rear firrt rbove writion, ) 4

v, - -, K

3 a e ‘. '..4.,;/& _ saa trtad

f)‘mh:‘.{on Liniren: ratery Public in nnd for )
M \ . Counh- .

¢ e g —— et T

- e b o B 0 P Gy A S~ ahr e it
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Tt R Bt h N Taplres: Turrent Doudly, Texas

TiE STATE OF TiXAS ]

COMTY OF TARWIT )

1953 .

On tqis iE“_‘*&dazr of Oa » Y52, before re appenred
e R » to me gerconully knwm, who, betn: b e duly sworn did
say that he ic) the Attorney In ract of Stenolind 01l end Gasg Cempony, and that the

renl efflxed to sald instriment {s the corporate zeal of snid carporatinn and that
sald instrucent was signed and sealed i1 behalf of sald corporatlon by anthority of
1ts biard of directors, and sald ¢2 3 }2, ,ﬂj,‘,j acknawledped sald
Instrwient to be the free act and aoed of saiw corporating.

L5 UTTRSS5 VITEESR, T have hierexito set wmy houd and aflixed ny seal on
thiz, the doy 2ud year first ebove writéen.

%
‘e
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STATE OF XEW MEXICO ) ARLE
COUNTYT CF SaN JUAY < ‘u., o
K¥OM ALL MEN BY THiSE PRESENTS: ’
THAT WHSREAS, on the_20%hday of Pebruary __._, 193] o
Helen Zisaweman snd R. Lo Zismerman,. her DUSHEDA - emom s voeem = = — o -

reem e emm —— s S T e asise s

as Z;;Qér, 414 exocute and deliver an oil and gas lease to Charles Newbold _ .
e e o v memm = -. 88 L@8see, covering the following

‘@escrived lund situated In the County of San Juan, Stats of New Mexico, to wit:

The East one-imlf of the Northaast
Qurter (5} W) ; Southvest Quarter

of the Bortheast Quarter (5vh XM%) and
Thirteen {13) acres in the South part

of the Northwest. Quarter of the Northeast
Goarter , a1l in Section 23, Township
Twenty Nine (29) North, Range 13 Yest.
San Jusn Cownty, New Mexioo, containing
137 Acres sore or less.

sald lease having been recorded in Voluue 123 .at Page 133. of the Records of
San Juan County, New lexico; and

WHEREAS, the above described lease is in full force and effect ard is

presently owned and held r—Gomenrv—and Uocly~Taylor Drilling On
Stanolind 04l and Oas cmp.gb’ e e g A “BE T,

WHEREAS, the undersigned parties ares the ownersof all or a part of the
oil and gas in and under the satova described land, subject to said lease, and desire
to amend ard supplement sald lease so as to include the additional provisions herein-

after set forth;

; . Huw TNERZFORE, in consideration of the premises ard the sun of One Dollar
(31.00) and other good and valuable considerations in hand pa'd to the undersigned
pariies by Stanclind Cil and Gas Company, the receipt and sufficlency of which are
hereby acknouledged, t: - undersigred parties do hereby und by these preseats amend
;:glﬂglent the above described 01l and gas lease so as to include therein the

owing:

"Lessse 13 haredr siven the pover and right, b any time during

the term of this lcass, &8 to all or eny part of “he land described
herein and as %o any one or mors of the formations thereunder and the
xirerals thersin or produced therefrom, at its optiog and without
Lessor's joinder or further ennsent, to pool and unitize the lessehold
estate and the Lessor's royalty estate created by this lease with the
rights of any third parties in all or any part of the land described
harein, and with any other land, lands, lease, leases, mineral and royal-
ty rights, or any of them, adjacent, adjoining or located within the
lacediate vicinity of the land covered by this lesse, whether owned by
Lesses or some other person, fim or corporation, so as to create by such
pooling and unitization, one or more drilling or production units. BEach
such drilling or production unit shall not exceed 320 acres, whether
crested for the purpose of drilling for or producing oil, gas, casinghead
£33 or zasinghead gascline, or any combination of such minerals, there-
£1c3, sxcept that larger units may be created to conform to the spacing

Fade A NIES

EXHIBIT "F"




' or vell mnit patterns prescrited by State or Federal authoritiss hav-
i ing jurisdiction in the premises. The commence=snt, drilling, com-
; pletica of or production from s well on eny portion of a unit created
i hereunder, including the completion of a well capable of producing gas
| only from which gas is not being sold or used, shall for ail purpouu,
] except the payment of royalties, have the same effect upon the terns
and provisions of this lease, as if a well wvere commenced, drilled,
completed producing, or capable of producing gas only and shut-in ((u
‘ pot being sold or used) on the land embraced by this lease. Aa to
| each such unit s0 created by Lesses, Lessor agrees to accept and shall
3 receive out of the production or the proceeds from the production from
sech uajt, such portion of the royalties elssubere herein spucified as
the muber of acres cut of this leaze placed in any such unit bears to
the total mmber of acres included in such unit; provided, however,
that, anything to the conirary contained in this lease notwithstanding,
in the event a well capable of producing gas only 1s completed on a
unit created hersunder and gzas is not sold or used from said well,
Lessor agrees to accept and stall receive aa royalty, an amount equal
v to One Dollar ($1.00) for each acre herein recited to be coversd by
this lease, payahle annually at the end of each year during which such
gas i3 pot sold or used, and vhile said royalty is so paid or tendered,
this leass shall conti:mo in full force and effect and said well snm
e considered a producing well under the paragraph hereof setting forth
the term of this lesse. The Les3ee may place and use on each unit
cresatad hersunder common measuring and receiving tanks for production
from such unit. If Lesses dnes create any such unit or units under the
op%icn Berein granted, than Lesses shall exescute in writing and file
for record in the County or Counties in which each such unit or units
created tsreunder may de located, an instrument identifying asd descrid-
y i=g each such unit or units. The provisions of this paragraph sball be
construsd to be covenants running with the land and shall inure to the
benef{it of and te binding upon the parties hereto, their heirs, lagal
X Tepresantatives, successors and assigns.” Tuc asove e DcLLaR PEA ACRE SHUT IR
;‘ SHALL APPLY TD THE PRESENT WELL NOW IN PROSUCTION 45 T8 PAST SHUT IN PAYUZNTS,
, Except as herein amended and supplemented, the terms and provisions of the
above described lease shall remain in [ull force and effect as originally written.
3 This instruneat shall be binding upon all of the parties who sign the same regardlem
of whether it i3 signed by all of the parties ouning interests in the oil and gas in
and under the above described land. This amerdment may be executed in es many
counterparts a3 deemed necessary. and, when s0 executed shall have the same effect
as if all parties had executed the same instrument.

e s Laay o _Debibens ., 1944

Yo the undersigned, Howard N. Tysksen and Zelms E, Tyakssn
present oxners of a n undivided one ~half () intrest &in and %o
the above descrided tract approve tide Amendmant to to the lease.

Bovard ¥. Tyo p;

7, ‘ A - ./ )
- Zolma B. ?yoh% —
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On this l"rdny ot s £ 195, before ms appsared
Helen Zizmerman and R, J. Zimmsrnam, her husband, to me
inown 20 the persons descrided in and who sxecutsd the
foregoing instrument and acimowledged “hat thay exscuted
the sam o as their free act and desd.

IN WITNESS WHEREOPF, . have hersunto set my official
signature and affixed zy notar.s! seal the day and year first
above written.

ST,
Dt dscd Bl
Notary Publis 7

.- My commlasion expires 4 /¢ -5'5

8TATE OF NEW KEXICO
COUNTY OF SAN JUAX

On this 5 day of 1954, beforse me perscnally
appeared Howard N. Tyoksen ard Zelra H, Tyoksen, his wifs,
42 =4 ¥mown o ba the persons described in and who executed the
foregoing instrument and aclmowledged that they executed the
same as their free act abd deed.

IN YITKESS WHEREOP, I have set me official signaturs and
affixed my notarial seal the day and year first above written.

* .« (]
_/thry Publis 5
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STATE OF NEW MEXICO RECEIVED
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT -

OIL CONSERVATION COMMISSION MAG ¢ oo
IN THE MATTER OF THE APPLICA- . .
TION OF BHP PETROLEUM (AMERICAS) ) QﬂCgﬁHWMWNDWﬁMN
INC. FOR COMPULSORY POOLING, /Aﬂ’”"\\ #
SAN JUAN COUNTY, NEW MEXICO. CASE NOq'i0,3fi/ADe Novo)
N

IN THE MATTER OF THE APPLICA-

TION OF BHP PETROLEUM (AMERICAS)

INC. FOR COMPULSORY POOLING,

SAN JUAN COUNTY, NEW MEXICO. CASE NO. 10,346 (De Novo)

SUMMARY OF PROPOSED TESTIMONY BEFORE THE COMMISSION
(SUBMITTED BY BHP PETROLEUM (AMERICAS) INC.)

Applicant will present the following testimony to the
Commission:

A. Land Testimony.

1. The testimony given before the Division will be
reaffirmed.

2. Although Benson & Montin once asked the USGS
how to withdraw the Zimmerman Lease (the drillsite lease for
the GCU No. 391 Well) from the Gallegos Canyon Unit (GCU), the
lease was never withdrawn from the GCU. BHP will submit
additional documents which show that the Zimmerman Lease was
never withdrawn from the GCU, and that the BLM considers the
Zimmerman Lease committed to the GCU. In addition, Amoco
Production Company considers the Zimmerman Lease to be part of
the GCU.

3. An additional 15 acre tract in the NW4%NEYL of
Section 23 is committed (both working and royalty interests)
to the GCU.

4. Actual well costs to date for the GCU Nos. 390

and 391 wells.



5. Evidence that Louise Y. Locke never had any
plans to drill a coal gas well in the N% of Section 23.

B. Engineering Testimony.

1. Risk involved in drilling the two wells
justifies a 150% non-consent penalty, based on the factors
used in OCD Case No. 9593 (which first promulgated the 156%
penalty used in many coal gas compulsory poolings).

2. Completing the GCU No. 391 Well will not damage
the Tycksen Well, for the following reasons:

(a) Fractures from fracture stimulating the
GCU No. 391 Well will not intersect the Tycksen Well;

(b) fractures will remain in the coal seams;
and

(c) the plug in the Tycksen Well is sufficient
to prevent any communication between zones, even if the
fractures do reach the Tycksen Well.

3. Gas analyses will show that gas produced from
the Tycksen Well is not coal gas.

4, The valuations placed on Mrs. Locke’s interest

by her engineers is equivalent to BHP’s May 1991 purchase

e
=

mes Bruce' '

Attorney for BHP
Petroleum (Americas)
Inc.

offer.




STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT RECEIVED
OIL CONSERVATION COMMISSION

WAy o
IN THE MATTER OF THE APPLICA- , ~ OIL CONSERVATION DIvisigy
TION OF BHP PETROLEUM (AMERICAS) Y :
INC. FOR COMPULSORY POOLING, S \
SAN JUAN COUNTY, NEW MEXICO. CASE NO.<§5,34§/(De Novo)

IN THE MATTER OF THE APPLICA-

TION OF BHP PETROLEUM (AMERICAS)

INC. FOR COMPULSORY POOLING,

SAN JUAN COUNTY, NEW MEXICO. CASE NO. 10,346 (De Novo)

SUMMARY OF TESTIMONY, AND CONTENTIONS OF THE PARTIES
(SUBMITTED BY BHP PETROLEUM (AMERICAS) INC.)

I. SUMMARY OF APPLICATIONS.

In Case No. 10,345, Applicant BHP Petroleum (Americas)
Inc. ("BHP") seeks to force pool all working interests in the
Basin-Fruitland Coal Gas Pool underlying the W% of Section 23,
Township 29 North, Range 13 West, N.M.P.M., and to dedicate
said acreage to the Gallegos Canyon Unit ("GCU") No. 390 Well
located in the SE%SW% of Section 23.

In Case No. 10,346, BHP seeks to force pool all working
interests in the Basin-Fruitland Coal Gas Pool underlying the
E% of Section 23, and to dedicate said acreage to the GCU No.
391 Well located in the NE%NEY% of Section 23.

The o0il and gas lease working interests not committed to
the proposed well units are owned by Louise Y. Locke d/b/a
Locke~Taylor Drilling Company, who protested the cases and has
requested the de novo hearings.

II. SUMMARY OF TESTIMONY.

The following matters were testified to in the consoli-

dated hearing before the Examiner on July 25, 1991. The



references in parentheses are to transcript page number or
exhibit number from the Examiner hearing. (Note: This
summary includes the testimony and contentions of both
parties.)

Land Testimony:

1. Louise Y. Locke owns 100% of the o0il and gas working
interest in the N% of Section 23 from the surface to the base
of the Pictured Cliffs formation. (Tr. 6, 28, 29; BHP Exhibit
1.)

2. BHP owns or operates the o0il and gas working
interest under the S% of Section 23 from the surface to the
base of the Pictured Cliffs formation. BHP owns the working
interest under the S%SW% and SW%SE% of Section 23 under a
farmout agreement from Amoco Production Company. (Tr. 15; BHP
Exhibit 1.)

3. Section 23 is within the boundaries of the GCU, a
unit formed for oil and gas development which covers approxi-
mately 43,000 acres in San Juan County, New Mexico. The Unit
Agreement for the GCU was approved by Commission Order No. R-
68. (BHP Exhibit 3.)

4. BHP is the suboperator of the GCU for all depths
from the surface to the base of the Pictured Cliffs formation.
(Tr. 15.)

5. The SE% and S%SW% of Section 23 are committed to the

GCU (both royalty and working interests). (Tr. 16.)



6. The N%SW%, NW%, and 27' acres in the north part of
the NW%NE% of Section 23 are not committed to the GCU.

7. The parties dispute whether the E%NE%, SW%NE%, and
13 acres in the south part of the NWYNE% of Section 23 are
committed to the GCU. The leasehold chain of title to this
tract is as follows:

(a) 100% of the mineral interest in this tract was
leased to Charles Newbold by Helen Zimmerman and husband R.J.
Zimmerman by an 0il and Gas Lease ("the Zimmerman Lease")
dated February 20, 1947, recorded at Book 125, page 153 of the
county records. The lease did not contain a pooling clause.

(b) Charles Newbold and wife Edna Frances Newbold
assigned the Zimmerman Lease to Stanolind 0il and Gas Company
by an Assignment of 0il and Gas Lease dated February 28, 1947,
recorded at Book 125, page 154 of the county records.

(c) Stanolind 0il and Gas Company ratified the Unit
Agreement for the GCU by executing the same as a working
interest owner in March 1951.

(d) The Zimmermans have never ratified the Unit
Agreement for the GCU.

(e) Stanolind 0il and Gas Company assigned an
undivided one-half interest in the Zimmerman Lease to Earl A.
Benson and Wm. V. Montin by an Assignment dated November 14,
1951, recorded at Book 172, page 277 of the county records.

(f) Earl A. Benson et ux. and Wm. V. Montin et ux.
assigned their interests in the Zimmerman Lease to Benson &
Montin, Inc. by an Assignment dated January 18, 1952, recorded
at Book 175, page 181 of the county records.

(g) Benson & Montin, Inc. assigned its interest in
the Zimmerman Lease to Earl A. Benson and Wm. V. Montin by an
Assignment dated July 15, 1952, recorded at Book 203, page 121
of the county records.

The assignments described in paragraphs (e), (f),
and (g) all state that the Zimmerman Lease is subject to the

'BHP will present evidence at the de novo hearing that an
additional 15 acre tract in the NW%NE% of Section 15 is committed
to the GCU.



Unit Agreement and the Unit Operating Agreement for the GCU.

(h) Stanolind 0il and Gas Company, Earl A. Benson
et ux., and Wm. V. Montin et ux. assigned all their interest
in the Zimmerman Lease, from the surface to the base of the
Pictured Cliffs formation, to Lloyd D. Locke and Lloyd B.
Taylor by an Assignment dated January 23, 1953, recorded at
Book 224, page 107 of the county records. The assignment
states in paragraph 8 thereof:

Assignors have heretofore, as owners of
the aforesaid lease, executed that cer-
tain Unit Agreement for the Development
and Operation of the Gallegos Canyon Area
dated November 1, 1950, formed under the
Act of Congress approved February 25,
1920, wherein Earl A. Benson and Wm. V.
Montin are named Unit Operators, and
Assignors have also executed that certain
Unit Accounting Agreement under said Unit
Agreement dated January 15, 1951. The
land covered by said lease is within the
boundaries of the unit area of said Unit
Agreement, but is not yet within any
participating area formed or designated
thereunder. The lessors of said lease
have refused to execute said Unit Agree-
ment. Assignors make no representation
or warranty as to whether the said lease
acreage is or 1is not committed to or
affected by said Unit Agreement or Unit
Accounting Agreement by reason of the
execution by Assignors of the instruments
above referred to, or either of them, and
Assignees accept this Assignment without
prejudice to their right to contend that
the 1lease acreage herein assigned is
acquired free from the provisions of said
Unit Agreement and Unit Accounting’ Agree-
ment, but in the event said lease acreage
shall be found to be subject to the terms
of said agreements, Assignhees accept said
lease acreage subject to all the terms
and provisions of said agreements.

(i) Lloyd B. Taylor, Lloyd D. Locke, Stanolind 0il
and Gas Company, Earl A. Benson, and William V. Montin entered
into a Pooling Designation executed in 1953 and 1954, recorded
at Book 270, page 23 of the county records, to form the N% of

’Apparently the parties meant "Unit Operating Agreement."
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Section 23, above the base of the Pictured Cliffs formation,
into a drilling unit.

(J) The Zimmerman Lease was amended in 1954 to
include a pooling clause.

(k) Lloyd B. Taylor and wife Mildred B. Taylor
deeded their interest in the Zimmerman Lease to Lloyd D. Locke
and wife Louise Y. Locke by a Deed dated November 8, 1954,
recorded at Book 265, page 80 of the county records.

(1) Lloyd D. Locke deeded his interest in the
Zimmerman Lease to Louise Y. Locke by a Deed dated December
23, 1954, recorded at Book 265, pade 81 of the county records.

(BHP Exhibits 2, 2A; Tr. 16-18, 30, 31, 37, 51,
52, 55, 56.)

8. The Bureau of Land Management permits unit drilling
on a tract where only the working interest of a fee lease is
committed to a unit. (Tr. 18, 19; BHP Exhibit 4.)

9. In June 1990 BHP prepared authorities for expendi-
tures for the GCU Nos. 390 and 391 Wells. (BHP Exhibits 6,
7.)

10. The Amoco-BHP farmout required BHP to drill 15 wells
in the GCU during 1990. Two of those wells were the GCU Nos.
390 and 391 Wells. (Tr. 24, 27, 28.)

11. BHP obtained well permits for the GCU Nos. 390 and
391 Wells in August 1990. The permits did not state that the
interests of all owners had been consolidated by communitiza-
tion or compulsory pooling. (Tr. 46; See Locke Exhibit Aa.)

12. BHP first learned that Louise Y. Locke owned the

working interest in the NW% of Section 23 (surface to base of



Pictured Cliffs formation) in September 1990. The actions of
the parties thereafter are as follows:

(a) After locating Louise Y. Locke, BHP’s landman
called her son, Don Locke, in October 1990, and subsequently
offered in writing to purchase Louise Y. Locke’s oil and gas
interests in the NW% of Section 23. (Tr. 19-21; BHP Exhibit
5.)

(b) BHP’s landman had several telephone conversa-
tions with Don Locke, and was subsequently informed that
Louise Y. Locke was represented by an attorney. (Id.)

(c) In December 1990 BHP commenced the GCU No. 390
and GCU No. 391 Wells. (Tr. 42-43.)

(d) As of December 1990 BHP did not know that
Louise Y. Locke owned the working interest in the NE% of
Section 23. Based on the materials it had received from Amoco
Production Company, BHP believed that Amoco owned the NE% of
Section 23 and that the Zimmerman Lease was committed to the
GCU. (Tr. 29, 43, 44, 62, 63.)

(e) BHP did not obtain Louise Y. Locke’s consent or
commitment to either well before commencing drilling.

(f) In February 1991 BHP received a letter from
Louise Y. Locke’s attorney making various demands, including
that the GCU No. 391 Well be completed in the Fruitland coal
formation and turned over to Louise Y. Locke. (Tr. 21; BHP

Exhibit 5.)



(g) BHP suspended operations on the GCU Nos. 390
and 391 wells after it received the demand letter, and the
wells have not been completed. (Tr. 50.)

(h) After receiving the demand letter, BHP verified
Louise Y. Locke’s ownership in the entire N% of Section 23.
(Tr. 21.)

(i) BHP subsequently made an offer to buy a portion
of Louise Y. Locke’s working interest in the N% of Section 23.
Its offer was $450/acre with a 7.5% overriding royalty, for
the Fruitland coal rights only. The Fruitland sand and
Pictured Cliff rights would remain in Louise Y. Locke. BHP
did not offer Louise Y. Locke a farmout because she did not
seem interested in one, and it is easier for BHP to administer
a lease without reversionary interests. (Tr. 21-23; BHP
Exhibit 5.)

(J) AFE’s for the GCU Nos. 390 and 391 Wells were
provided to Louise Y. Locke by letter dated May 29, 1991,
which provided Ms. Locke the opportunity to join in the wells.
(BHP Exhibit 5; Tr. 21.)

13. BHP, when it commenced drilling the subject wells,
designated the W% of Section 23 as the spacing unit for the
GCU No. 390 Well, and the E% of Section 23 as the spacing unit
for the GCU No. 391 Well. BHP oriented the units for the GCU
No. 390 and No. 391 Wells as standup units because it had
oriented its other well units in the area as standup units.

(Tr. 61, 62.)



14. BHP requested overhead rates of $3,300 while
drilling and $350 for a producing well. (Tr. 25, 26.)

15. Louise Y. Locke has sued BHP for, among other
things, trespass and conversion. (Tr. 5, 6.)

Engineering Testimony:

16. Louise Y. Locke is the operator of the Howard
Tycksen Pooled Unit No. 1 Well ("the Tycksen Well"), which is
located in the NE%NE% of Section 23. The Tycksen Well was
drilled in 1952 and originally tested the Pictured Cliffs
formation, which was dry, and was then completed uphole in the
West Kutz-Fruitland Pool. (Locke Exhibit 2; See the Divi-
sion’s well file on the Tycksen Well.)

17. In October 1988 the vertical limits of the West
Kutz-Fruitland Pool were contracted to include only the
sandstone interval of the Fruitland formation, and this pool
has been re-named the West Kutz-Fruitland Sand Pool. Spacing
for the West Kutz-Fruitland Sand Pool is 160 acres. (Tr. 89;
See Order Nos. R-8769 and R-8768.)

18. The Tycksen Well is producing from the Fruitland
sand and has been doing so since 1954. The Tycksen Well was
producing 10-15 MCF/day. The Tycksen Well was not a commer-
cial well for unit purposes and is not considered a GCU well.
(Tr. 39-41, 81, 85, 86.)

19. The Tycksen Well produces from an open hole comple-

tion at approximately 925 feet subsurface. (Locke Exhibit 2.)



20. At the location of the Tycksen Well and the GCU No.
391 Well, the top of the Fruitland sand is 896 feet subsurface
and the bottom is at 919 feet subsurface, and the top of the
Fruitland coal is 1152 feet subsurface and the bottom is at
1182 feet subsurface. (Tr. 79; Locke Exhibit 2).

21. The Tycksen Well has a cement plug set from 1230
feet to approximately 1070 feet subsurface. (Tr. 79; Locke
Exhibit 2.)

22. BHP proposes to complete the GCU Nos. 390 and 391
Wells in the Basin-Fruitland Coal Gas Pool at an approximate
depth of 1150 feet subsurface. BHP proposes to complete the
wells by perforating and fracture stimulating them. The
perforations are to be confined to the Fruitland coal forma-

tion. (Tr. 73, 75; See Applications.)

23. The GCU No. 391 Well is located approximately 130
feet east of the Tycksen Well. (BHP Exhibit 1; Locke Exhibit
1; Tr. 82.)

24. The fracture orientation in the coal seams in this
area of the GCU is southwest-northeast. (Tr. 99.)

25. Louise Y. Locke’s engineer testified that fracturing
the GCU No. 391 Well will damage the producing interval of the
Tycksen Well, causing loss of production and reserves. The
engineer testified that the cement plug in the Tycksen well
cannot withstand the fracture stimulation of the GCU No. 391

Well. (Tr. 80-82.)



26. BHP’s engineer testified that fractures in the
Fruitland coal remain within that zone, and pose no hazard to
the Tycksen Well. (Tr. 98-100.)

27. The GCU No. 390 and No. 391 Wells are being drilled
in an area of the GCU which has the thickest coal seams. (Tr.
74.)

28. 1Initial production rates on Fruitland coal wells
within the GCU vary significantly and cannot be related
directly to coal thickness. 1Initial production rates on BHP’s
17 Fruitland coal wells within the GCU vary from 10 MCF/day to
827 MCF/day. (Tr. 66, 67; BHP Exhibit 9.)

29. BHP’s engineer recommended that the penalty for the
non-consenting interest owner in the GCU Nos. 390 and 391
Wells be cost plus 156%, based on the risk in completing a
commercial well, gas prices, and on the standard penalty used
for Fruitland coal wells by the Division and the Commission.
(Tr. 66-68, 70.)

30. Louise Y. Locke’s engineer recommended that if the
applications are granted no penalty should be assessed, or if
a penalty is granted, it should be a maximum of 23% based on
costs of completion only. (Tr. 78, 84.)

IITI. CONTENTIONS OF THE PARTIES.

A. Louise Y. Locke: Louise Y. Locke contends:
1. BHP owns no working interest in the NE%NE% of Section 23,

and therefore has no right to drill the GCU No. 391 Well

thereon.
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2. The NE%NEY% of Section 23 is not committed to
the GCU, and therefore BHP as suboperator of the GCU has no
right to drill the GCU No. 391 Well thereon.

As a result of the above contentions, and because of
the pending lawsuit, the applications should be dismissed or
stayed pending resolution of the lawsuit.

3. The unit for the GCU No. 391 Well should be the
N% of Section 23, and the Unit for the GCU No. 390 Well should
be the 8% of Section 23.

4. The Commission should not allow BHP to complete
the GCU No. 391 Well because fracture stimulation will damage
the Tycksen Well.

5. If the Commission grants BHP’s applications, a
maximum penalty of costs plus 23% should be assessed against
Louise Y. Locke in the drilling of the two wells because of
(i) BHP’s delay in seeking joinder of the Locke interests, and
(ii) the lack of risk.

B. BHP: BHP contends:

1. The working interest of the Zimmerman Lease,
the drillsite for the GCU No. 391 Well (the NE4NE% of Section
23), 1is committed to the GCU. As GCU suboperator for the
Fruitland coal formation, BHP has the right to drill a well
thereon.

2. Even if the working interest of the Zimmerman

IL.ease is not committed toc the GCU, the Commission has the
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authority and jurisdiction to authorize BHP to drill a well on
the Zimmerman Lease.

3. The Commission can pool interests before or
after a well is drilled.

4. BHP, as operator, could in its discretion,
under Order No. R-8768, form standup units rather than laydown
units.

5. The Commission has the authority to authorize
standup units.

6. Because Louise Y. Locke never drilled a
Fruitland coal well with a designated unit consisting of the
N% of Section 23, standup units are proper.

7. Louise Y. Locke’s correlative rights will be
protected because she will receive her proportionate share of
production from the GCU No. 3%0 and GCU No. 391 Wells.

8. The Tycksen Well will not be damaged by the
completion of the GCU No. 391 Well.

9. If the applications are granted, a penalty of

costs plus 156% should be assessed against Louise Y. Locke if
7

she goes non-consent under the ordeyF,/
\ ez

~Jdmes Brute J
Attorney for BHP
Petroleum (Americas)
Inc.
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Mr. Robert Stovall

ATTORNEYS AT LAW

500 MARQUETTE N W, SUITE 8C0O

ALBUQUERQUE, NEW MEXICO 87102-2i2)

(505) 768-1500

FAX (505) 768-1529

OF COUNSEL
O M CALHOUN®
MACK EASLEY
JOE W wOOD
RICHARD 5 MORRIS

CLARENCE E HINKLE (12011985}

W E BONDURANT JR (1213-1973}
ROY C SNODGRASS. JR i914-1987)

March 9, 1992

New Mexico 0il Conservation

Division
State Land Office Building
310 01d Santa Fe Trail

700 UNITED BANK PLAZA
POST OFFICE BOX 10
ROSWELL, NEW MEXICC 88202
{S05) 622-65!0
FAX (SOS) 623-9332

2800 CLAYDESTA NATIONAL BANK BUILDING
POST CFFICE BOX 3580
MIDLAND, TEXAS 79702

{215} 683-4691
FAX (31S) 683-6518

1700 TEAM BANK BUILDING
POST OFFICE BOX 9238
AMARILLO, TEXAS 79105

{808} 372-5569
FAX (B80O6) 372-976I

218 MONTEZUMA
POST OFFICE BOX 2068
SANTA FE, NEW MEXICO 87504
{505) 982-4554
FAX (505) 982-8623

Room 206

Santa Fe, New Mexico 87501

Re: Case Nos. 10345 and 10346 (de novo)
Dear Mr. Stovall

Enclosed is an additional exhibit which BHP Petroleum may
use at the hearing. This Exhibit has also been forwarded to
opposing counsel.

Very truly yours,

HINKLE, COX, EATON, COFFIELD &
HENSLEY

y: JameS Bruce
JB:le

Enclosure



State of New Mexico

ENERGY, MINERALS and NATURAL RESOURCES DEPARTMENT
Santa Fe, New Mexico 87505

e ]

= DRUG FREE =

s 4 State of Mind!

BRUCE KING January 14, 1992 ANITA LOCKWOOD
GOVERNOR CABINET SECRETARY

MATTHEW BACA
DEPUTY SECRETARY

Mr. William F. Carr
Campbell, Carr, Berge
& Sheridan
Attorneys at Law
P. O. Box 2208
Santa Fe, New Mexico 87504-2208

Mr. James Bruce
Hinkle, Cox, Eaton,
Coffield & Hensley
Attorneys at Law
500 Marquette N.W, Suite 900
Albuquerque, New Mexico 87102-2121

RE:  Oil Conservation Division Case Nos. 10345 and 10346 - Application of BHP (Americas)
Inc. for Compulsory Pooling, San Juan County, New Mexico

Gentlemen:

I am in receipt of the January 13, 1992 letter from William Carr requesting a continuance of the
captioned case which is scheduled to be heard before the Oil Conservation Cominission on
January 16, 1992, and the January 14, 1992 letter from James Bruce opposing this request for
continuance. After due deliberation, my decision is to grant the request for continuance. 'The
case will be rescheduled for the Commission docket for February 27, 1992.

Very truly yours,

William J. LeMay, Chairman
Oil Conservation Commission

WIL/sl
VILLAGRA BUILDING - 408 Gallsieo 2040 South Pacheco LAND OFFICE BUILDING - 310 Old Santa Fe Trail
Forestry and Resources Conservation Division Oftice of tre Secretary Oil Conservation Division

P.0. Box 1948 87504-1948 827-5950 P.O Box 2088 87504-2088
827-5830 827-5800

Park and Recreation Division Admimstrative Services

P.O Box 1147 B7504-1147 827-5925
B27-7465

Energy Conservation & Management
827-5900

Mining and Minerals
87 5277



CAMPBELL, CARR, BERGE
8 SHERIDAN, rA.

LAWYERS

MICHAEL B. CAMPBELL JEFFERSON PLACE
WILLIAM F. CARR
BRADFORD C. BERGE
MARK F, SHERIDAN
WILLIAM P. SLATTERY SANTA FE, NEW MEXICO 87504-2208

SUITE | - 11O NORTH GUADALUPE

POST OFFICE BOX 2208

TELEPHONE: (505) 988-4421
PATRICIA A. MATTHEWS

MICHAEL H. FELDEWERT TELECORPIER: (505) 983-6043

JACK M. CAMPBELL January 13, 1992

OF COUNSEL

HAND-DELIVERED BUBGRINTRD

G

JAR T A 189
William J. LeMay, Director
Oil Conservation Division OIL CONSERVATION DIV.
New Mexico Department of Energy, SANTA FE
Minerals and Natural Resources
State Land Office Building
Santa Fe, New Mexico 87503

Re:  Oil Conservation Division Case Nos. 10345 and 10346
In the Matter of the Applications of BHP (Americas) Inc. for Compulsory
Pooling, San Juan County, New Mexico

Dear Mr. LeMay:

Louise Locke d/b/a Locke-Taylor Drilling Company hereby requests that the De Novo
hearings in the above-captioned cases currently scheduled for January 16, 1992 be
continued to the February Commission hearing docket.

As you are aware, the Pre-Hearing Statement filed by BHP in this matter contains a
recommendation that the parties submit a summary of the Examiner hearing and limit
presentations at the Commission level to new evidence and oral argument. The issues in
this case are also the subject of related litigation. As a result of discovery in that case,
the facts are not what they were believed to be at the time of the Examiner hearing. This
will require that the hearing be in fact, De Novo and, if Mrs. Locke’s interests are to be
fully reviewed, each party must call appropriate witnesses and present its case anew. A
full hearing in this matter should take at least one-half day.



William J. LeMay, Director

Oil Conservation Division

New Mexico Department of Energy,
Minerals and Natural Resources
January 13, 1992

Page Two

It is my understanding that the Commission has allowed two days for this month’s hearing
due to the length of the testimony anticipated in Case 10436 (expansion of the vulnerable
area in the San Juan Basin). We believe the most efficient way to present the BHP/Locke
dispute, is at a separate hearing date when there can be a full review of the issues without
interfering with time that may be needed to present evidence concerning expansion of the
vulnerable area.

I have reviewed this request for a continuance with Jim Bruce, attorney for BHP, who
does not concur. We would appreciate a ruling from the Commission at the earliest
possible time so that if the continuance is granted, witnesses will not unnecessarily make
a trip to Santa Fe.

Your attention to this request for continuance is appreciated.

Very truly yours,

WILLIAM F. CARR

WFC:mlh
cc: James Bruce, Esq. "Telecopied and Mailed"
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ELECOPX *Al0 NOILYAYISNOD 10
Mr. William J. Lemay
Director 660 v 1 Nyr
01l Conservation Division
P. O. Box 2088

Santa Fe, New Mexico 87504 @@&ﬂgﬁ)@?ﬁ

Telecopy No. (505) 827-5741

Re: Case Nos. 10,345 and 10,346 (Applications of BHP Petroleum

(Americae) Inc. for Compulsory Peooling, San Juan County, New
Mexico)

Dear Mr. Lemay:

BHP Petroleum gppoges the regquest of Louise Locke to
continue the De Novo hearings in the above matters, scheduled for

January 16, 1992, The reasons for opposing this request are as
follows:

1. The hearings on this matter were continued once at the
request of Louise Locke, without opposition from BHP. Another
continuance will merely delay resolution of these matters.

2. Contrary to what Louise Locke asserts, the facts in

this case are the same as they were at the time of the Examiner
I'earing.

3. BHP is ready to present its withesses in full. BHP's
direct testimony is scheduled to take at most 40 minutes. 1In the
prior hearing, Louise Locke's sole witness testified on direct
and cross-examination for less than one- half hour. Thus, this is
not an extremely long case.

4. The undersigned counsel for BHP Petroleum did suggest
using a summary of the Examiner Hearing, only in the interests of
saving time for the Commission. Since Louise Locke's counsel

T—— " TUE 16 :4am e oEe
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does not agree to this procedure, BHP Petroleum is ready and
willing to go forward and present all of its case again.

5. There is no contention by Loulse Locke that she is
unable to go forward on the 16th, but rather that she merely does

not want to go forward on the 16th. That is an insufficient
reason.

For the foregoing reasons, BHP Petroleum opposes the request

for a continuance and asks that these cases go forward on the
16th.

Very truly yours,

HINKLE, COX, EATON, COFFIELD &
LEY
-‘-‘_‘“7«

anes
JB:le

ce: William F. Carr (Via Telecopy)
Telecopy No. (505) 983-6043
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Mr. William J. Lemay
Director

0il Conservation Division
P. O. Box 2088

santa Fe, New Mexico 87504
Telecopy No. (505) 827=5741

Re: Case Nos. 10,345 and 10,346 (Applications of BHP Petroleum

(Americas) Inc. for Compulsory Pooling, San Juan County, New
Mexico)

Dear Mr. Lemay:

BHP Petroleum gppoges the request of Louise Locke to
continue the De Novo hearings in the above matters, scheduled for

January 16, 1992, The reasons for opposing this request are as
follows:

1, The hearings on this matter were continued once at the
request of Louise Locke, without opposition from BHP. Another
continuance will merely delay resolution of these matters.

2. Contrary to what Louise Locke asserts, the facts in

this case are the same as they were at the time of the Examiner
Hearing.

3. BHP is ready to present its witnesses in full. BHP's
direct testimony is scheduled to take at most 40 minutes. In the
prior hearing, Louiese locke's so0le witness testified on direct
and cross-examination for less than one-half hour. Thus, this is
not an extremely long case.

4. The undersigned counsel for BHP Petroleum did suggest
using a summary of the Examiner Hearing, only in the interests of
saving time for the Commission. Since Louise Loc¢ke's counsel
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does not agree to this procedure, BHP Petroleum is ready and
willing to go forward and present all of its case again.

5. There is no contention by Loulse Locke that she is
unable to go forward on the 16th, but rather that she merely does
not want to go forward on the 16th. That is an insufficient
reagon.

For the foregoing reasons, BHP Petroleum opposes the request

for a continuance and asks that these cases go forward on the
16th.

Very truly yours,

HINKLE, COX, EATON, COFFIELD &
LEY

ames
JB:le

cec: William F. Carr (Via Telecopy)
Telecopy No. (505) 983-6043
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BRADFORD C. BERGE
MARK F. SHERIDAN
WILLIAM P, SLATTERY SANTA FE, NEW MEXICO 87504-2208

POST OFFICE BOX 2208

TELEPHONE: (508) 988-4421
ANNIE-LAURIE COOGAN

PATRICIA A. MATTHEWS TELECOPIER: (S05) 983-6043

MICHAEL H. FELDEWERT

JACK M. CAMPBELL

OF COUNSEL November 4, 1991
HAND-DELIVERED

William J. LeMay, Director

Oil Conservation Division

New Mexico Department of Energy,
Minerals and Natural Resources O1L CONSERVATION DIVISION
State Land Office Building

Santa Fe, New Mexico 87503

P
Re: Oil Conservation Division Case N0<1034§}nd 10346
In the Matter of the Applications of BHP, Petroleum (Americas) Inc. for
Compulsory Pooling, San Juan County, New Mexico

Dear Mr. LeMay:

Each of the above-referenced cases is currently scheduled for hearing before the Oil
Conservation Commission on the application of Louise Locke d/b/a Locke-Taylor Drilling
Company for hearing De Novo. Locke hereby requests that each of these cases be
continued to the next scheduled Commission hearing. Jim Bruce, attorney for BHP,
Petroleum (Americas) Inc. does not oppose this request.

Your attention to this matter is appreciated.

ry truly yours,

. +

-

WILLIAM F. CARR

WFC:mlh
cc: Richard T. C. Tully, Esq.
James Bruce, Esq.



BEFORE THE
OIL CONSERVATION DIVISION

NEW MEXICO DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
RECEIVED
IN THE MATTER OF THE APPLICATION
OF BHP PETROLEUM (AMERICAS), DUT G0 189
INC. FOR COMPULSORY POOLING,
SAN JUAN COUNTY, NEW MEXICO. Ol CONSERVATION DR O, 10345
% ORDER NO. R-9581

IN THE MATTER OF THE APPLICATION

OF BHP PETROLEUM (AMERICAS),

INC. FOR COMPULSORY POOLING,

SAN JUAN COUNTY, NEW MEXICO. CASE NO. 10346
ORDER NO. R-9584

MOTION OF LOUISE Y. LOCKE d/b/a TAYLOR DRILLING COMPANY
FOR STAY OF OIL CONSERVATION DIVISION ORDERS R-9581 AND R-9584

Louise Y. Locke, d/b/a Locke-Taylor Drilling Company ("Locke") hereby moves the
Oil Conservation Commission for an Order staying Oil Conservation Division Order No.
R-9581 and Order No. R-9584 and as grounds therefor states:

1. By Order No. R-9581 entered September 11, 1991, the Oil Conservation
Division granted the application of BHP Petroleum (Americas), Inc. in Case 10345,
compulsory pooling the W/2 of Section 23, Township 29N, Range 13W, San Juan County,
New Mexico. The effect of this Order was to force pool the interests of Locke in the W/2
of this section.

2. By Order No. R-9584 entered September 23, 1991, the Oil Conservation
Division granted the application of BHP Petroleum (Americas), Inc. in Case 10346,

compulsory pooling the E/2 of Section 23, Township 29N, Range 13W, San Juan County,



New Mexico. The effect of this Order was to compulsory pool the interests of Locke in
the E/2 of said Section 23.

3. Each of these Division Orders requires that Locke pay the share of well
costs attributable to her interest in each well that BHP drills on this acreage or be subject
to a 101% risk penalty.

4. On September 30, 1991, BHP submitted to Locke AFE’s for each well.

5. These AFE’s were prepared seventeen months ago and contain estimates of
well costs, although the wells were drilled in December 1990 and actual well costs are
known to BHP.

6. Locke has sought clarification of this matter from the Commission and has

filed applications for hearing de novo in each case to resolve these questions. To assure

that Locke is not a non-consenting party under these Orders while the questions are
resolved, she seeks a stay of these Orders.

7. A Commission Order staying Division Orders R=9581 and R-9584 is
necessary to protect Locke’s interest until these questions are resolved and her appeal
prosecuted.

WHEREFORE, Louise Y. Locke, d/b/a Locke-Taylor Drilling Company, moves the
New Mexico Oil Conservation Division and Commission for an Order staying Oil

Conservation Division Order Nos. R-9581 and R-9584.



Respectfully submitted,

CAMPBELL, CARR, BERGE
& SHERIDAN, P.A.

e A

William F. Carr

Post Office Box 2208
Santa Fe, NM 87504-2208
(505) 988-4421

Attorneys for Louise Y. Locke
d/b/a Locke-Taylor Drilling Co.



CERTIFICATE OF MAILING

I hereby certify that a copy of the foregoing Motion to Stay was mailed to James
D. Bruce, Esq., Hinkle, Cox, Eaton, Coffield and Hensley, 500 Marquette, NW, #800,
Albuquerque, New Mexico 87102 this 9th day of October, 1991.

;t:-—ﬁimé—.,cg,/

\Wﬂham F. Carr
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BEFORE THE

OIL CONSERVATION DIVISION

NEW MEXICO DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES

IN THE MATTER OF THE APPLICATION

OF BHP PETROLEUM (AMERICAS),

INC. FOR COMPULSORY POOLING, -

SAN JUAN COUNTY, NEW MEXICO. CASE NO. 10345
RECEVED ORDER NO. R-9581

IN THE MATTER OF THE APPLICATION UU! 0 1991

OF BHP PETROLEUM (AMERICAS), :

INC. FOR COMPULSOR(Y POOLING),  OIL CONSERVATION VSN

SAN JUAN COUNTY, NEW MEXICO. § CASE NO. 10346
ORDER NO. R-9584

MOTION OF LOUISE Y. LOCKE d/b/a TAYLOR DRILLING COMPANY
FOR STAY OF OIL. CONSERVATION DIVISION ORDERS R-9581 AND R-9584

Louise Y. Locke, d/b/a Locke-Taylor Drilling Company ("Locke") hereby moves the
Oil Conservation Commission for an Order staying Oil Conservation Division Order No;
R-9581 and Order No. R-9584 and as grounds therefor states:

1. By Order No. R-9581 entered September 11, 1991, the Oil Conservation
Division granted the application of BHP Petroleum (Americas), Inc. in Case 10345,
compulsory pooling the W/2 of Section 23, Township 29N, Range 13W, San Juan County,
New Mexico. The effect of this Order )was to force pool the interests of Locke in the W/2
of this section.

2. By Order No. R-9584 entered September 23, 1991, the Oil Conservation
Di‘vision granted the application of BHP Petroleum (Americas), Inc. in Case 10346,

compulsory pooling the E/2 of Section 23, Township 29N, Range 13W, San Juan County,

i




New Mexico. The effect of this Order was to compulsory pool the interests of Locke in
the E/2 of said Section 23.

3. Each of these Division Orders requires that Locke pay the share of well
costs attributable to her interest in each well that BHP drills on this acreage or be subject
to a 101% risk penalty.

4, On September 30, 1991, BHP submitted to Locke AFE’s for each well.

5. These AFE’_S were Frega_jr;:cl‘sever-lteen months ago and contain estimates of

'D. T e

well costs, although the wells were drilled in Décember 1990 and actual well costs are
known to BHP.

6. Locke has sought clarification of this matter from the Commission and has
filed applications for hearing de novo in each case to resolve these questions. To assure
that Locke is not a non-consenting party under these Orders while the questions are
resolved, she seeks a stay of these Orders.

7. A Commission Order staying Division Orders R=9581 and R-9584 is
necessﬁry to protect Locke’s interest until these questions are resolved and her appeal
prosecuted.

WHEREFORE, Louise Y. Locke, d/b/a Locke-Taylor Drilling Company, moves the
New Mexico Oil Conservation Division and Commission for an Order staying Oil

Conservation Division Order Nos. R-9581 and R-9584.



Respectfully submitted,

CAMPBELL, CARR, BERGE
& SHERIDAN, P.A.

William F. Carr

Post Office Box 2208
Santa Fe, NM 87504-2208
(505) 988-4421

Attorneys for Louise Y. Locke
y d/b/a Locke-Taylor Drilling Co.




CERTIFICATE OF MAILING

I hereby certify that a copy of the foregoing Motion to Stay was mailed to James
D. Bruce, Esq., Hinkle, Cox, Eaton, Coffield and Hensley, 500 Marquette, NW, #800,
Albuquerque, New Mexico 87102 this 9th day of October, 1991.




