348 Application of
(0. for an oxder forée pool-
300~acre gas pxoration unit.
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No. 21-61

DOCKET: EXAMINER HEARING - WEDNESDAY - JULY 19, 1901l

9 A.M. - 0il Conservation Commission Conference Room
State Land Office Building, Santa Fe, New Mexico

The following cases will be heard before Elvis A, Utz, Examiner, or Daniel
S. Nutter, as Alternate Examiner:

CONTINUED CASE

CASE 2298: Application of Chambers & Kennedy for a gas-oil dual o
completion, Lea County, New Mexico. Applicant, in the T
above-styled cause, seeks an order authorizing the dual :
completion of its Monument Siate Well No. 1, located in ﬁ
Unit J, Section 34, Township 19 South, Range 37 East, s
Lea County, New Mexice, in such a manner as to permit the 3
production of gas from the Eumont Gas Pool and the production -

|

of 0il from the Eunice-Monument Pool through the S5'%-inch by

2%-inch casing-tubing annulus and through 2'%-inch tubing
respectively, ’

NEW CASES

CASE 2338: Application of Continental 0il Company for two non-standard
cil proration units and ior an exception to Rule 309 (a),
Eddy County, New Mexico. Applicant, in the above-styled
cause, seeks the establishment of two non-standard oil pro-
ration units in the Empire Abo Pool, consisting of the
following-described acreage in Section 30, Township 17 South,
Range 29 East, Eddy County, New Mexico:

<\ TR

.

(1) Lots 1 and 2 comprising 55.65 acres.
(2) Lots 3 and 4 comprising 56.61 acres.

Applicant further proposes to commingle ihe Empire-aAko Pool
production from the portions of its State S and State P
leases located in said Section 30 and to allocate production
on the basis of periodic well tests.
CASE 2339: Application of J. Gregory Merrion & Associates, for a gas-oil
dual completion, Rio Arriba County, Ne:s Mexico. Applicant,
in the above-styled cause, seeks permission to complete its
Edna Well No. 2, located in Unit O, Section 7, Township 24
North. Range 6 West. Rio Arriba County, New Mexico. .zs a
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CASE 2343:

Ld

-
S, Y
gas-0il dual completion with production oI Piciuwrsd Cliifs
gas through 2 7/8 inch casing and proluciiou oi Gszllup oil
through 2 3/8 inch tubing installed within a siring of 4%
inch casing, with the casing strings cementcd in a comaon
well bore,
CASE 2349:' Application of Pan American Petroleum Corporation for an

unorthodox gas well location, Eddy County, New Maxico,
Applicant, in the above-styled cause, secks approval of an
unorthodox gas well location in the Red Lake-Pennsylvanian
Gss Pool for its Malco "M" Well No, 1,located 2310 feci from
the North line and 16580 feet from the East line of Section
4, Township 18 South, Range 27 East, Eddy County, New Mexico,
CASE 2341: Application of Pan Americsr Petroleum Corporation for an
exception to Rule 303 (a) and 309 (a), Lea County, New Mexico.
Applicant, in the above-styled causc, seeks permission to
commingle the production from the Hobbs, Bowers, &nd Hobbs-
Drinkard Pools from a number of leases in Sections 3, 4, 5,
9, and 10, in Township 19 South, Range 38 East, and Sections
33 and 34 in Township 18 South, Range 38 East, Lea County,

New Mexico, after separately metering the prodiction from
each lease and from each pool prior to

< omin
Application of Western Natural Gas Company for a non~standard
Lea County, New Mexico.

ingling. _
gas proration unit and for an unorthodox gas well location,
Applicant, in the shove-styled
cause, seeks the estsblishment of & 320~acre non-standard
gas proration unit in the Jalmat Gas Pool comprising the
SW/4 of Section 14 and the SE/4 of Section 15, all in Town-
ship 23 South, Range 36 East, Lea County, New Mexico.
unit is to be dedicated to the Mastkins Well No.
of said Section 15,

Said
1l at an
unorthodox location 660 feet from the South and East lines
Application of Southwest Production Company for an order
San Juan County, few Mexico,
New Mexico,

Applicant, in the above-styled
in a 300-acre gas proration unit in tic Basin-Dakota Gas Pool,
consisting of the E/2 of Section 7, Township 30 North, Range
Moya and Helen Moys.

force pooling s 300-acre non-standard gas proration unit,
11 West, excepting the S/2 SW/4 SE/z thereof, San Juan County,

cause, seeks an order force pooling all mineral interests

Interested parties include Jonn J, (Juaa J)

ki
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CASE 2344: Application of The Ohio Oil Company for an order force-pooling

a 317-acre gas proration unit, Fddy County, New Mexico.
Applicant, in the above-styled cause, seeks an order force-
pooling all mineral interests in a 317-acre gas proration
unit comprising the S/2 of oectlon 30, Township 18 South,

Rea anaca Qf Pnnb As D
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New Mexico.
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BEFORE THE OIL CONSERVATIONR COMMISSION
OF THE STATR OF NEX MEXICO

CASE MNo. 2343

on Y YL
Nudaw wa, 22042

*WWNMOIW
| SAN JUAN COUNTY, NEW MEXICO.

3: . ‘:
: ORDNN. OF THE COMMNISSION |
W‘

This cause came on for hearing at 9 o'clock a.m. on :
my 19, 1961, at Santa Fe, Nov Mexico, bhefore Elvis A. Utx,
! Bxaminer duly appointed by the 0il Conservation Commission of
'mmm. hereinafter refarxed to as the "Commission,” in
;imu&m 1214 of the Commission Rules and Regula- 'ﬁ

¥OW, om this_26th _day of July, 1“1.%%.1:-1«: a ;
‘immm mmxmmumuauon. 5
gmm-m and the recommendations of the Examiner,
' Blvis A. Vts, and Deing fully advised in the premises,

i |

FINDS:

J

4 (1) mmmnemmmmumummdw;
g‘ law, the Commission has jurisdiction of this csuse and the subject:
*3 | matter thersof. |

!, (2) Yhat the applicant, Southwest Production Company, nch
[ an oxrder pooling all mineral interests in a J00-aecre gas prorstion
nni.t in the Basin-Dakotaz Gas Pool, consisting of the R/2 of Section
7. Township 22 North, Rangs 1l West, MiPM, San Juan Cownty, New
}llau.u mms/z SW/4 SE/4 thareof,

| {(3) That ths above-described 300-acrs m—stauthndgu pto—
,ntton\mttmamdbymm. R=1961, entered in Case |
fio. 2288 on June 8, 1961.

i (4) mr.th-:ppnmthua*mtomthemm
' of all mineral interest owners in the subject proxation unit, but
| that the interest, if any, owned by John J. (Jwuan J.) Moys and :
emmm has not been joined voluntarily in said unit.

b (5) That in order to protect correlative rxigkts and to
. afford to the owner of each interest in said peroration unit the
omxtuityhmormcinv&thmtmm




) I -2~
’ - CASE Mo, 2343
- Order No. R~-2042

| ;;mjmmdnu-nroozmmummu-mmmx.
. . - the subject applicstion should be apgeoved.

: (6) That the applicant proposas to drill a well on the
' subject proration unit.

]
re—

' (7) That thw applicant should be designated the operator

3% X8 THEREFORE ORDERED:

T (1) 7That all mineral interests in a 300-acre gas prorstion
uni.t in the Basin-Dakota Gas Pocl, consisting of the R/X of Sec-

tion 7, Township 30 Noxth, Range 1l West, MMPM, San Juan County,
lwuauco excepting the 8/2 w/&nﬂthucot.mwmms

{(2) That Scuthwest Production Company is hearxedy duuuud
tho oparator of said unit.

- AR AN I Y

o
k4
3
3“
iv";.
.

é’ (3) 7That the proportionate share of the costs of develop-
| mant and operation of the poclsd uait shall be borme hy each
qmunmugmmum-mmnwm :
wml:dmm that his acrerge bears to the total a¢xeage in the !
t.

{(4) That the proportiomate shere of the costs of develop- |
ma!thmlﬁﬁt.tnlﬂtnnmhmmm
‘!vusea. shall de paid out of production by eagh non-cConsenting
[ working intorest cwnar and shail be 110 parcemt of the same
,mmgomtouxmozauuummmmann ;
4catx:;=:tthtmmhmto total acreage ia the ;
poo t. ‘5

i
1
’
!

(3) That the share of the costa foxr development of the
‘polcdmt.umm.mutohmawth |
,'*mxmmtmmxhnmuwmmm :
i interests' share (7/8) of the revenuss derived from the sale
,otmmmmmmnuumpom-ut. ;
;Mtlwm:mwttobovxthhn.dtwthmuaotmmg.
i out the costs of development and opexation of the pooled unit.

g (6) That Scuthwest Production Company shall furmish the
. Commission apn itemized schedule of well costs upon completion of
‘' a well on the subject wanit.

‘e
i

b (7) 7That jurisdiction of this cause is retained for the
mryofmhmm:-mm-m-udu-m
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GOVERNOR
LDWIN L. MECHEM
CHAIRMAN

State of Neto Wexico
@il Eongerbation Commission

LT TATIN
AR

LAND COMMISSIONER
E. S. JOHNNY WALKER

MEMBEHR

STATE GEQLOGIST
A. L. PORTER, JR.
SECRETARY . DIRECTOR

P. O. BOX 879
SANTA FE

n “ v 1t Re: Case NO.____zna__
. George Verity
Attorney at Law Order Nc. R=-2042

152 Petroleum Center Building Applicant:
Farmington, New Mexico

Dear Sir:

Enclosed herewith are two copies of the above-referenced
Commission order recently entered in the subject case.

Very truly yours,

e

Vi -~
Ao L - PORTE R" Jr -
Secretary-Director

ir/
Carbon copy of order also sent to:

Hobbs OCC x
Artesia OCC
" Aztec OCC x

OTHER
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o e BEFORE THE OIL CONSERVATION COMMISSION
B - OF THE STATE OF NEW MEXICO

IN THE MATTER OF: )

THE APPLICATION OF SOUTHWEST PRODUCTION )
COMPANY, a co-partnership consisting of
JOSEPH P. DRISCOLL and JOHN H. HILL ) No.

POR AN ORDER FORCE PCCOLING ALL INTERESTS

IN THE NON- STANDARD GAS PRORATION UNIT OF )
THE BASTN-DAKOTA GAS POOL, IN SAN JUAN COUNTY,
NEW MEXICO, COVERING ALL OF THE EAST 1/2 of )
SECTION 7, TOWNSHIP 30 NORTH, RANGE 11 WEST,
EXCEPT the SOUTH 1/2 of the SW 1/4 of the )
)

thereof.

APPLICATTION

Comes now the applicant; SOUTHWEST PRODUCTION COMPANY, a
co-partnership consisting of Joseph P. Driscoll and John H. Hill,

and for its application alleges and states:

1. That it is the owner of o0il and gas leases covering the
entire mineral interest underlying the non-standard gas proration
unit for production of gas from the Dakota formation of the Basin-
Dakota Gas Pool in San Juan County, New Mexico, which non-standard
gas proration unit was created in Order R-1991, to consist of all
of the East 1/2 of Section 7, except the South 1/2 of the Southwest
1/4 of the .. iineast 1/4 thereof, said gas proration unit compris-
‘ng 300 acres. ‘

2. That there is a possibility that John J. (Juan J.) Moya
and Helen Moya might claim sdme right, title and interest in and to
the 7/8ths working interest oil and gas leasehold estate underlying
that porition of the above described non-standard Dakota gas proration

unit which lies within the Southeast 1/4 of the above described Sec-

tion 7. That applicant contends that such claims of interest would

be of no force and effect, if asserted, but upon the contingency i

Page #1
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that such claims might be made and be found valid, applicsnt de-
sires that the interests of said two individuals be force pooled

in accord with the Statutes of the Stale of New Mcxico and the Rules
of this Commission,

3. That applicant is plannning to drill a well upon the
above described non-standard Dakota gas proration unit and is en-
titled to have the contingent interests of John J. (Juan J.) Moya
and Helen Moya, if any, force pooled, and is further entitled to anr
order of this Commission authorizing it to take all of any produc-
tion had from the above described well which might be declared to
be owned by said two individuals until such time as it has been
repaid 150% of its drilling and production costs and expenses in
connection with the drilling and operation of said well.

4. That applicant is the holder of an assigrment of the
working interest in certain leases which were formerly owned by
John J. (Juan J.) Moya, who represents himself as having been di-
vorced from Helen Moya at the time of the execution of such assign-
ment, and further represents that Helen Moya has no right, title or
interest in and to the above described lands. That the records in
San Juan County, New Mexico have never been made to reflect the
divorce of John J. (Juan J.) Moya from Helen Moya, ard have never
been made to reflect that John J. (Juan J.) Moya acquired all of the
interest of Helen Moya prior to the execution and delivery of the
assignment from him to appliéant.{jThaf applicant has endeavored to
contact Helen Moya to obtain a ra{z}icéfion of the assignment from
John J. Moya to it; or, in the alternative, if she holds any in-
terest in the lands, to obtain either an assignment from her or a
joinder by her in the weli above described.

3. That the force pooling order herein requested is neces-

sary in order to prevent waste and in order to protect the corre-

lative rights of the applicant.

Page #2



WHEREFORE, applicant prays that this application be set
down for hearing; that due notice thereof be given in accord
with the Rules of this Commission and the laws of the State of
New Mexico; that arter hearing, and from the evidence to be ad-
duced thereat, this Commission enter an order force pooling the
above described non-standard Dakota gas proration unit as to any
contingent interests which might be held. or asserted. bv .John J.
(Juan J.) Moya or Helen Moya and extending to the applicant the
right to retain the working interest production from the above de-
scribed well until such time as it has been repaid 150% of the
costs incurred by it in connection with the drilling, completion
and production of said well.

SOUTHWEST PRODUCTION COMPANY,
a co-partnership consisting of

Joseph P. Driscoll and John H.
Hill,

By .-

8rity)
ATTORNEY FOR APPLICANT
152 Petroleum Center Bldg.
Farmington, New Mexico




GEO. L. VERITY

ATTORNEY AT LAW
SUITR 182 PETROLAUM CENTER SUILDING

FARMINGTON, NEW MEXICO

TRLEPHONE DAvVIa 5-0203

July 19, 1961

‘
‘
| R 1‘
B -
. . ™
f; . \\§ |
; ikn
, J
|
4

Post Office Box 871
Santa Fe, New Mexico

]
New Mexico 0Oil Conservation Commission n ¢

Re: Application of Southwest
Production Company for force
peoling of all interests in the
non-standard gas proration unit
of the Basin-Dakota Gas Pool, in
San Juan County, covering the i
East 1/2 of Section 7, Twp. 30 N., i
R. 11 W, except the South 1/2 of ;
the SW4 of the SE4 thereof. P C
(My file #1320-L) ? .

GCentlemen:

Enclosed herewith is the original, together with two
copies, of application of Southwest Production Company in re
the captioned matter. This application may be heard by the
Trial Examiner.

Yours very truly

Geo. L, Ver#ty

GLV/m
encls as stated
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R REPORTING SERVICE, Inc.

't
4

DEARNLEY-MEIE

PHONE CH 1-&69)

NEW MEXICO

ALBUQUERQUE,

PAGE 2
, BEFORE THE
OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
July 19, 1961
IN THE MATTER OF:

Application of Southwest Production Company
for an order force pooling a 300-acre non-
standard gas proration unit, San Juan County,
New Mexico. Applicant, in the above-styled Case
cause seeks an order force pooling all mineral 2343

interests in a 300-acre gas proration unit in
the Basin-Dakota Gas Pool, consisting of the
E/2 of Section 7, Township 30 North, Range 11
West, excepting the S/2 SW/i4 SE/4 thereof,
San Juan County, New Mexico. Interested
parties include John J. (Juan J) Moya and
Helen Movya.

vavvvvvvwvvvuh-—\-"

Elvis A. Utz, Commissioner
TRANSCRIPT OF HEARING

MR. UTZ: Case 2343.

MA. MORRIS: Application of Southwest Production Company
for an order force pooling a 300-acre non-standard gas proration
unit, San Juan County, New Mexico.

MR. UTZ: What are the Appearances in this case?

A George L. Verity for the Applicant, and Mr. Juan J.
Moya is here for himself. And, do you represent Mrs. Moya?

MR. MOYA: I represent Kindom Uranium in this case, and

also myself.

MR. UTZ: You are appearing for yourself as well as

Kindom Uranium?




- PAGE 3

- MR. MORRIS: I would like to set the record straight.

o . Mr. Moya, if you are not an attorney, you can't appear for Kindom

- e G diabe

in this case; and they would have to be represented by an attorney

So. I imagine you can just appear for yourself.

MR. MOYA: Yes, I believe so; but, for the record, I

PHONE CH 3-89

want to say that Kindom have received a notation of this case. 1
don't know if they have effect or not.

MR. MORRIS: Fublication has been made as described by

law.

MR. VERITY: We don't have any arguments with Kindom

- d

Uranium about this, and wc will make the record clear about this.

JACK D. JONES,

PORTING SERVICE, Inc.

called as a witness herein, having been first duly sworn on oath,

¢
4

was examined and testified as follows:

DIRECT EXAMINATION
BY MR. VERITY:

Q Would you please statei&our name?

A Jack D. Jones.

Q What is your occupation?

L
DEARNLEY-MEIER Rl

ALBUQUERQUE, NEW MEXICO

A I am an independent land man.

Q Have you been doing land work and representing Southwest
Production Company in their land operations?

A Yes, sir; I have.

b f Q Are you familiar with their lease land and development

situation on this non-standard unit consisting of all of the east




DEARNLEY-MEIER REPORTING SERVICE, Inc.

PHONE CH 3-6691

NEW MEXICO

ALBUQUERQUE,

PAGE &

half of Section 7, Township 30 North, Range 11 West, except the
south half df the Southwest Quarter of the Southeast Quarter?

A Yes, sir.

Q This Commission recently established a non-standard
proration unit for the Dakota Gas?

A Yes, sir.

Q And Southwest, since then, drilled a well on this unit?

A Yes, sir; we have.

Q Where is it located?
A

The well is located in the Northeast Quarter. I do not
know the footage, but it's in the Northeast Quarter.
Q vDoés Southwest Production Company own all of the working
interests underlying this non-standard unit?

A Yes, sir.

Q Will you explain to the Commissior, please, the land

situation with regard to the Southeast Quarter of Section 7?

A Well, I wouldn't exactly —— What do you mean by that?

Q Well, why do you at this time ask —-
A We are asking for the relief requestéd in this Appli-
cation for the following reason: We understood that Juan was a
married man and his wife had not. executed -- rather I should say,
we understood that Juan was divorced, but in checking the pattern

out we found that his wife had not signed, or Mrs. Moya had not

signed. And, when we asked Juan about this, he informed us that

he was divorced and the pupers were of record,; but we have been

®)
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DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, NIW MEXICO

PHONE CH 3.66%1

PAGE 5

unable to find these papers, and Juan hasn't been able to find
them, and we have been unable to locate Mrs. Moya to get her
signed up though Juan has undertaken to do that for us; but, we
have not been successful to this timc for getting her signed up.
And, this relief is requested as a title curety measure.

Q How did Southwest Production Company acquire its lease
hold on the Southeast Quarter site?

A These lands were required from Kindom Uranium who, in
turn, has acquired them from Juan.

Q And, did you also acquire leases from the mineral owners
who were denying the lease hold state of Kindom?

A Except for one.

Q And, you have an assignment of Kindom's rights with an
overriding reserved to them under the Southeast Quarter?

A That's right.

Q How did Xindow acquirz that lease?
A From Juag, Juan signed it.
Q And, it's Southwest's position that you own all of the

working interest underlying this Southeast Quarter?

A Yes, sir.

Q Have you made an effort to contact Mrs. Helen Moya?
A ‘Yes. _

Q Have you been able to reach her?

A No, sir; we have not.

Have you made very effort that you could to locate her?

O




A B PAGE 6
ol e
; =0 A Yes, sir; I think so.
‘ Q What is the last known address you had for her?
f
I, = A Well, the last address was she was visiting her sister
SR s or a relative in Cleveland, Ohio, and it's merely Cleveland, Ohio.
3
g Q Her residence is supposed to be --
S ; A Minneapolis.
=
hi Q And, have you endeavored to reach her both places?
=
E A Yes, sir.
N
% Q You ask the Commission, dc¢ you, to force pool any pos-
2] sible claim that Mrs. Moya might have or that Juan Moya might
O ‘ : '
E have by virtue of her failure of assignment?
; A Yes, sir.
-
&.} Q You have other acreage in this area where Kindom Uranium
~ has signed it, do ybu?
& .
E‘: A Yes, sir.
§ Q And, in these instances, you have been able tc success-
]
: fully obtain communitization agreements from Kindom Uranium?
é . A Yes, sir.
[« A
- ';‘ Q You anticipate in this sSituation you will have no probletﬁi
S A ‘
- z in this regard?
4
-]
-] A None at all.
o
2
[ .
< Q I believe you say that Southwest has drilled a well in
: the Northwest Quarter; has it been completed?
- A Northeast Quarter.
o Q Excuse me. Northeast Quarter. Has it been compjeted as |

- ®




DEARNLEY-MEIER REPORTING SERVICE, Inc.

PHONE CH 3-669}

ALBUQUERQUE, NEW MEXICO

PAGE 7

vet?
A Yes, sir.
Q Is it surrounded by other wells completed in the Basin
Dakota Gas Pool?
A Yes, sir.
MR. VERITY: I believe that is all of this witness.
MR. UTZ: Are there other questions of the witness?
MR. MORRIS: Yes, sir.
Q (By Mr. Morris) Mr. Jones, in the event either Mrf or
Mrs. Moya asserted any claim in this acreage, what would be the
extent of the claim that you anticipate?
| A Well, I should say that legally the extent of the claim
might be the entire working interest in the Southeast Quarter.
Assuming that Juan were married and she failed to join in the
assignment, there is-some reason to believe the assignment might
be a community.
MR, VERITY: And, assuming also, of course, that she
had not entered into a separation, and further, assuming, if I
might, that the lease stemming from them is valid.
MR. MORRIS: Yes, sir.
Q (By Mr. Mdrris) So, that would be ==
THE WITNESS: 1In other words, we have a rather compli-
cated title probiem.
MR. MORRIS: I understand. I was just trying to under-

stand to what extent the defect might extend.

A




DEARNLEY-MEIER REPORTING SERVICE, Inc.

PHINE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PAGE 8

. MR. VERITY: Well, if there is any defect, it would
extend to half or possibly all of the working interest.

THE WITNESS: 1I'd say theoretically it could extend to
the full working interest.

MR. MCRRIS: Now, you mentioned an overriding royalty
interest that uaé retained by Kindom at some point in the line.
Now, just what was that, again?

THE WITNESS: Well, Juan signed the land to Kindom, who
assigned the land to Southwest. As is usual in an assignment, they
reserved an over:ﬁ@ing royalty.

Q (By Mr. Morris) Now, that override is carved out cof :the

working interest; is that correct?

A Yes.
Q So, Kindom is at present an owner of a working interest?
A I don't know if in New Mexico that is --

MR. VERITY: Provided their lease is valid.
THE WITNESS: TIf thevy recognize our override, and we'll
pay it.
Q (By Mr. Morris) Are you force pooling? Are you asking
today that this override be force pooled?
A No, sir.
Q Do you have an agreement with Kindom?
ME. VERITY: We anticipate there will be no problem to

force pool.

THE WITHESS: Kindom has signed us all rights, title,




DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, NEW MIEXICO

PHONE CM 3-68%1

paGE 9

and interest reserving their override. There is no reascn to
believe they won't go along with us, because they have in the
past.

Q (By Mr. Morris) In your Application, you have asked
that any interest that might be owned by the Moyas be force-
pooled and that you retain out of production 150 per cent of the
cost attributable to that interest. Is that still what you are
asking us to include in any order that we might issue stemming
from this Hearing?

A Yes, sif.

Q Why do you think the 150 per cent is a proper figure?

A I really don't believe it is. I believe the figure
probably should be considerably more than the 50 per cent; but
the 50 per cent bécause it's the maximum allowable under Statute,
I believe, where somebody assumes the risks, and puts their money
up, and drills thsse wells, that they are entitled to .that return

on their money.

Q Do you feel that there is an unusual amount of risk in
this well?

A Not now since it's already drilled and completed. I'd
say that obviously since it's not completed as a producer there
is no‘risk, but that was not true at the time George drew the
Petition;

Q I believe, Mr. Verity will check me if I'm wrong --

No. Our Statute now provides that we must make a provision for

)
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L S supervision which can exceed 100 per cent; that we can grant
‘ what might be termed a bonus for risk not to exceed 50 per cent
; 3 of the well costs, but that that 50 per cent is directly for riskg.
o . - = A As a risk factor, yes.
- § Q Do you agree with that?
- § A I believe that is the interpretation I've been given.
- Q You couldn’t say at this moment, at least at this point

of the Hearing of this case, that there is any risk?

A I would say that since the well has been drilled and
completed as a producer, there iS no risk. |

Q If the Commission were to consider only changes for
superviéion, what would you require a reasonable change for

supervision in excess of 100 per cent?

R REPORTING SERVICE, Inc.
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MR. VERITY: I object to this question because I don't
believe it needs to be determined by the Commission. The Statute
does not provide, does it, that this be determined by the Com-
mission at the Hearing whether it's force pooled.
MR. MORRIS: Mr. Verity, I don't have a zopy. Well, I 4
do have a copy of the Statute, here, and it says that we shall

determine.

MR. VERITY: That you shall determine the amount of

ALBUQUERQUE,

the supervision costs?
. MR. MORRIS: If I may read from my copy of the Statutes,

65-3-14 C. I don't want to read it all, but in effect. I will

- 1ead a portion of it: "™Such pooling order of the Commission shall

>
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make a definite provision as to any owner or owners who elect not
to pay his proportionate share in advance for the prorated pro-
imbursement solely out of this production to the parties advancing
the costs of the development and operations which shall be limited
to the actual expenditures required for such purchase not in ex-
cess of what are reasonable.” -- and here I come to the pertinent
part -- "But, which shall include a reasonable charge for super-
vision, and may include a charge for the risk involved in the
drilling of such well which charge for risk shall not exceed 50
per cent of the non-consenting working interest owner or owners,
prorate a share of the cost of drilling and completing the well."”
MR. VERITY: I repeat my objection because I don't be-
lieve that at this time it's proper for the Commission to make a
finding with regard to either the cost of supervision or the
cost of completing the well. It is our position that the Statute
provides that the Commission may pool the acreage and that they
shall make a finding as to whether or not there are risks involved
but that this risk is a percentage and that you do not endeavor
to determine at this time what supervision for completion or
drilling costs are, but this is a matter that the parties are
liable for once the interests have been force pooled; and after
this has all been completed, if the parties have any difficulty
or do not come to an understanding with regard to the percentage
of production -~ excuse me, not the percentage of production, but

amount of production, that they take to reimburse themselves.

-e
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Then, the Commission, at that juncture, can make a determination
as to whether or not the operator is requesting costs that are
not actual costs as it is defined there.

MR. PORTER: Then, it is your provision, Mr. Verity,
that here the Commission would just rule on the force pooling of
this aspect without regard to --

MR. VERITY: All we think is that you should, or can
determine, as whether or not there is risk involved; and well,
first whether or not it should be force pooled, and then whether
or not there is risk inveolved, and if so, how much. And then,
once that is determined, it's a matter of the actual costs of the
operation that are recouped by the operator, either 100 per cent,
a minimum of 100 per cent of only his actual expenditures and
actual supervision costs plus any percentage that is allowed for
risk. And, I can see that it's premature now to make a determi-
nation of tﬁese costs because they are not known, and it would
not be a valid order for the Commission to set them to be a
certain figure, either maximum, minimum, or actual, before they
are known and can be determired. Then, once these costs are in-
curred, énd an accounting must be kept, of course, we can take
100 to 150 per cent of these costs out of this production accord-
ing to whether or not there is a risk factor involved. And, if
the party who has been force pooled objects to them, he is entitlg
to a hearing. If he objects to the accounting that has been sub-

mittéd to him.

d
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MR. VERITY, elsewhere in the Statute that 1 refer to,
it does make the provision that in the event of a dispute relative
tc costs, then the Commission shall determine. And, I agree with
you that the Commission has no business determining costs until a
dispute arises. T find this difficulty, however, to reconcile
myself to the thought that the Commission can not determine what
would be & reasonable charge for supervision when it cites here,
it seems to me, that the Commission shall do that.

MR. VERITY: Well, no reasonable ccst. I mean, no
supervision charges have been made at this juncture.

MR. MORRIS: No, but as you are aware, in past orderé
of the Commission relative to force pooling, the Commission has
specified that the operator is entitled to recover 110 and in
other cases 125 per cent of the costs of the development and oper-
ation of it.

(Continued following page.)
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= MR. VERITY: And, you have fixed these percentages as
supervision costs?

[ o - THE WITNESS: Yes, sir.

MR. VERITY: Well, I have no objection to fixing it.

T

Certainly, I'm skeptical as to whether or not it's wvalid, but I

PHONE CH 3-669)

will withdraw my objection.

THE WITNESS: Now, to answer your question: I do not
know what Southwest's costs are. I was with Sheii for 10 years,
and I know that che costs with 5Shell ran from 10 to 20 per cent
depending upon where the field was located and how many wells
we had and such things as that. And, I just cannot tell vou
what Southwest would figure it.

'MR. VERITY: Would you say it would be a minimum of
10 per cent?

THE WIT!EéS: Well, that was the expenée with Shell.

I should imagine with Souinwest that it might be a little more
than 10 per cent because they don't have as many wells or any-

thing to handle as many as Shell did in these areas; and of

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, NEW MEXICO

course, the more wells you have the more efficiency you have
because one man can take care of more wells that way. So, as

time is allocated to more wells rather than to pure wells, and I

MR. UTZ: 10 per cent of what?

. LT ; THE WITNZSS: Of the cost of the well.
MR, UTZ: 10 per cent of the cost of the well?
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THE WITNESS: Yes, as I figured that we had roughly
used from 10 to 20. We always went for 20, but we would fight
to the death at nothing less than 10 per cent in our operating
agreement .

MR. UTZ: Are there any more questions?

Q  (By Mr. Verity) On the operation of the well, did you
also have 10 per cent minimum cost of operation over and above
the actual expenditures?

A Well, we usually set it as a percentage of the costs
of the well.

Q . (By Mr. Morris} Mr. Jones, would Southwest Productibn
be willing to submit to the Commission a statement of the well
costs on the well on this unit?

A I see no reason why they wouldn't be willing to do so.

Q Would youkbe willing to furnish a copy of those costs
to Mr. Moya?

A - Surely.

MR. MORRIS: I have no further guestions.,

THE WITNESS: If one desires.

MR. MOYA: I guess == Do I have the right to ask him
any questions, Mr. Jones, in this case?

MR. MORRIS: Certainly, acting as an individual.

Q (By Mr. Moya)} Mr. Jones, do you know these individual
owners of these 20 acres? Do you understand, the units?

A Br 1 i i i 11
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Q Is Mr. Brimhall -~ I understand he has an outstanding
lease before.

A Well, why, that's a part of the title probably that's
involved in this. Are you aware of the title problem?

A Yes, I do. But as far as I know —-

A I haven't litigated the matter, and I don't want to
set myself up as a judge on the matter. Those people are conten-
ding your leases are not valid for various and sundry reasons,
and that is why I went out and got new leases from each and every
one of them for that reason, just to protect Southwest's rights.

Q ‘Mr. Jones, did you go by what -- Do you go by what the
lessee tells you or by the title to the land?

MR. VERITY: I believe, Juan, that -- I doen't want to
cut you out, but I believe it's just not material here on this
question. The Commission can't -- Previously, at another hear-
ing, this 20 acres which Brimhall claims the lease was excluded
from this unit; and as I have explained to you before, the
mineral owners out there can test the title to your lease; and
as you know, we bave settled all these problems the very best
we could because we have worked it out with you and took an
assignment from Kindom in crder to protect the title. Then, we
bought a lezse from all of the landowners, except Brimhall with
whom we couldn't deal; and have, as you know, we have entered
into a stipulation with.Kindom and this as set up and reserved

an override for Kindom. And,you know this, and we're not cone-

L2
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testing your override in any way. It's been stipulated and
agreed to, and this Hearing in any ways detract or endeavor to
diminish the override that Southwest has stipulated and agreed
to for Kindom Uranium. We are willing to pay it. We acknowledge
it. We will submit a communitization agreement to Kindom as we
have in the other cases so that the 140 acres of the Southwest
Quarter will be communitized with the Northwest Quarter for this
production. But, the problem is that: In order to be able to
bank this well and proceed with development and precduction of it,
we must remove the cloud from the title because of the difficulty
of making record of the land situation created by your marital
situation. Do you understand?

MR. MOYA: Yes, I understand.

Q (By Mr. Moya) It is claimed that you have a good
title on a hundred and all of the complete Southeast Quarter,
there is no paper in the south?

A There is no record in the Courthouse in any County in
New Mexico.

Q But, this particular lease is being counseled, and
therefore you are holding a good lease there in the Southeast
Quarter equivalent to around 160 acres. At the moment, you
still have that. So, just by leaving out that 20 acres, I mean,
I don't see what  Southwest is so afraid about. They seem to

exclude these.

MR. VERITY: We are not excluding these 20 acres at

-
B
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this Hearing, Jduan. The Hearing witi the non-standard unit was
previously held, and the Commission entered an order that estab-
lished this non-standard unit, being Order R-1991. And, if we
can get as a matter of record that Order, if we can ever work

out anything reasonable with Brimhall why we are going to include
that 20 acres in this unit.

THE WITNESS: And, your override will attach -~

'MB. VERITY: And, your override will attach according
to our stipulation. And, we are endeavoring to work through
Brimhall's attorney in Arizona and come up with a reasonable
relationship with regard to that 20 acres.

THE WITNESS: 1In cése you Gentlemen are interested,
because you wanted to you, I contacted his attorney two wekks
ago, and we arrived at satisfactory terms; but he is having a
little trouble getting Mr. Brimhall to agree to the terms that
we worked out.

MR. MOCRRIS: T see.

MR. UTZ: Mr. Moya, are you questioning the validity
of the lease on Brimhall's 20 acres? Is that the point of your
question?

MR. MOYA: I just wanted to find out. This particular
question on the Application, I just want -~ I have another
question.

Q (By Mr. Moya) Mr. Jones, I have never read this

Application, in fact, but the Commission -- the cost of super- ]
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vision in this well. Since, I presume, if Mrs. Moya will contest]
this cost --

A Well, I think I can say, Juan, that if Mrs. Moya signs
the papers, there will be no cost cf supervision because the
reason for the request will have bzen removed. But, until she
does, we've got to take this means of seeing to it that her
interest is subject to the well so we can draw our allowable on
it. Once she signs the papers that we have furnished you there

are no longer any problems. There will be no cost of supervision

or anything else; that we will, then have as full working intere%t,

and all we would be doing is charging ourselves with the cost.

MR. VERITY: This Hearing will become entirely moot,
duan, if she signs the papers that I placed in your hands last
week. |

MR. MOYA: You mean, that order for Mrs. Moya, if she
signs it everything will be all right?

MR. VERITY: Yes.

MR. MOYA: But, what if she does not sign it?

MRf VERITY: Then, you will submit a cost of the well
supervision to the Commission.

MR. MOYA: T have one more question.

Q (By Mr. Moya} Do you say it's a well already completedj

in this location? |

A Yes.

Q Do you anticipate any further cost in the well now?
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A Well, the cost of supervising it, you know, of oper=-
ating the well.
Q How about the cost of the working of the well, I mean,
the completion costs?
A No. Trose costs have all been met. The well has been
completed, so it's --
MR. MOYA: That is all.
MR. UTZ: Are there any other questions?
MR. MORRIS: One more.
Q {By Mr. Morris) Mr. Jones, who was the royalty owner
under this 300 acres that we are considering?
A There are several.
Q But they have been taken care of?
A As I tried to explain to Juan, this is a matter to

insure that all possible outstanding interests under that tract
of land is subject to our right to drill and produce the well.

g The only interests that we're concerned with here
today is the possible claim of the Moyas?

A Of the Moyas. Now, Juan has signed an assignment, but
Mrs. Moya has failed to do so.

Q Which might void it?

A There is a possibility that the transaction might be -

MR. VERITY: To answer Mr. Utz' question addressed to

Mr. Moya, Brimhall does contest Kindom Uranium's lease which was

assigned by Kindom to Mr. Moya. And, so that we don't drill a
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well and then have a lawsuit about it, Southwest has acquired
title from both sides of this controversy except Mr. Brimhall,
and we are negotiating with him.

MR. UTZ: I just didn't want us to get in a position

(@]

ying to decide the title.

MR. VERITY: We are not asking you to, and we under-
stand. But, if it should result in that eventuality, we would
contest. And, we don't think it will, but it would resolve that
the title of Kindom would fail, and their title was good then,
the Commission will have pcoled these interests for this well.

MR. MORRIS: Mr. Verity, do you think that it would be
proper for the Coﬁmission to enter an order something to the
effect recognizing the constituency of the claim of the Moyas
and pooling? o

MR. VERITY: I think it's proper. I don't think it's
necessary that you recognize it bscause I think you could do it
either by saying that all interests are force pooled or, and then
this leaves us to --

MR. MORRIS: Determine who has the interests?

MR. VERITY: Determirne who that is. And, if we have
title, we will select under that; and if we don't have, we will
rely upon the order; but I think it would be perfectly proper
for the Commission to say that .there are force pooling contingent]

interests not owned by the applicants.

MR. MOYA: You say you have a new lease from these

)
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people. This new lease does include the mineral rights?

MR. VERITY: No. The lease from the new people that
we took, Juan, only covered the rights below the base of the
Pictured Cliff. And, as I had explained to you many times before{ .
we are just not taking any sides in that controversy. We just
don't want to find ourselves in the middle of it. And so, we
have made what was an amicable settlement and arrangemcut with
you, and then in addition tc that, we have gone and made a settle-
ment with them so that whatever happens we won't have someone
come in and take a gas well away from us.

MR. UTZ: Do you have any more questions, Mr. Morris?

MR. MORRIS: No.

MR. UTZ: The Witness may be excused. Are there other
statements in this case?

MR. VERITY: I think, Juan, why don't you be sworn and
let me ask you a question or two.

JUAN J. MOYA,
called as a witness herein, having been first duly sworn on oaﬁh,
was examined and testified as follows:
“ CROSS~EXAMINATION
BY MR. VERITY:

Q Will you please state your name?
A John J. Moya.

Q Your name is Juan J. Moya, right?
A Yes, sir.

T
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Q Do you know Helen Moya?

A Yes.

Is she your wife?

She is my former wife.

Your former wife. Were you divorced from her?
Yes.

Where did this take place?

At Minneapolis, Minnesota.

And, when did it occur?

> 0 » O » O »r» ©

Sometime in 1955.
Q You, at one time, owned oil and gas leases covering

the entire mineral interest underlying the Southeast Quarter of

Section 7, 20 Narth, 311 West, San Juan County, New Mexico.

A Yoe, eir,

Q Did you aSSigﬂ all of this interest to Kindom Uranium
Corporation?

A Yes, sir.

Q Was this Assignment executed and delivered after your

divorce from Helen Moya?

A It was executed before.

Q Before your divorce from Helen Moya?

A Excuse me. I'm sorry.

Q Let me rephrase the question. Were you divorced from

Helen Moya prior to the time that you executed and delivered the

last assignment to Kindom Uranium?
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A Repeat the question, please?

Q Maybe I have confused you. I desire to establish
whether your divorce was first or your assignment to Kindom
Uranium Corporation was first. Tell us which event took place
first?

A Exactly, I couldn't tell you. It was about the same,
a question of two or threce days between one and the other. I
couldn't tell you, exactly.

Q  Well, previously, Juan, you have told us, haven't you,
that you were divorced from her at the time you executed and
delivered the gas units.

A Yes, and I still believe this.

Q So, what you are saying is that the Assignments came
after your divorce?

A Yes.

Q And, in your divorce, you wirs granved all of the New
Mexico property, were you?

A No.

Q Well, you were -- This 160 acres being the Southeast
Quarter of Section 7, 30 North, 11 West, was given to you in

the divorce?

A Yes.

Q Did you have a divorce settlement?

A Yes.

Q And, did your w.fe, Helen, agree that this property

=
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would be youfs?

A Yes.

Q And, she signed a paper to this effect, did she?

A Yes. We both signed an Assignment to Kindom Uranium.
It was signed and notarized in Santa Fe, hers.

Q And do you know where that paper is?

A I don't know. She kept those papers. It was supposed

to have been recorded.

Q Do you know where Helen Moya is?

A I believe in Minneapolis.

Q Do you know what her address)is?

A No, I don?’t know the address.

Q Do you know where she lives?

AA I understand she was living in Cleveland, Ohio. At

the present time, she is visiting her sister in Minneapolis.
Q You think that her residence is in Cleveland, do you?

A I believe so.

Q It's in Cleveland proger, or one of the suburbs, do
you know.

‘A I think some of the suburbs in Cleveland.

Q Do you know which one?

A I understood it was Shaker Heights.

Q  Shaker Heights? |

A Yes.

Q Juan, when did you last see Helen Moya?
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A | About four and a half years ago.

Q Have you talked to her recently?

A Yes, sir; I have talked to her on the telephone.

Q But, you don't know where to locate her?

A Yes. We're supposed to have a meeting, now, in
Minneapolis. |

Q But, you don't know where she lives or where you could
locate her there other than at this meeting?

A Neo, it's through her sister in Minneapolis. That's as
far as I know.

Q | Is Helen Moya's name still Helen Moya, or has she been
remarried?

A I do not know, exactly.

Q Do you know her sister's name?

A Yes, Mrs. Johnson, Mrs. Myrt Johnson.

Q Do you know what her address is?

A The address they gave me on the phone was Raddison
Hotel.

Q About the best -Turess that you would know at this
time for Helen Moya would just be Cleveland, Ohio, or possibly
in care of Mrs. Myrt Johnson, temporarily in care of Mrs. Myrt
Johnson at Minneapolis, Minnesota?

A Yes, sir.

MR. VERITY: I believe that is all.

MR. UTZ: Are there other questions of the witness?
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F DR G MR. VERITY: Oh, excuse me. One more question.
: -
i Q (By Mr. Verity) Mr. Moya, you don't object to the
o Commission granting this order today, do you?
i . - -
- < A No, I don't with the provisions that the Commission has
- f expressed.
‘ z
- g g Q And so far as you know, Helen Moya dcesn't object to
— ~
5 =1 it?
o E A I couldn't speak for her.
B % MR. VERITY: All right. That is all.
(75!
o MR. UTZ: The Witnecs may be excused. Are there other
E statements to be made in this case? The case will be taken
- % under advisement.
: % The Hearing is adjourned.
S
(Whereupon the July 19, 1961
— % session was coancluded at
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the foregoing and attached transcript of proceedings before the
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New Mexico 0il Conservation Commission at Santa Fe, New Mexico,
is a true and correct record to the best of my knowledge, skill
and ability.

IN WITNESS WHEREQOF, I have affixed my hand and notarial

seal this 19th day of July, 1961.
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Notary Publlc-Court Reporter

My Commission expires:

June 20, 1965
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TELEPHONE DAVIS B5-0203

June 20, 1961

0il Conservation Co
P. 0. Box 871

Santa Fe, New Mexico

mmission

Gentlemen:

Re: Case No.
My file #

T370-L.,

Application of Southwest Production

pooling of al}l

interests in the non-standard gas

proration unit of the Basin~Dakcta
Gas Pool, in San Juan County, cover-
ing the Rast 1/2 of Section 7,

30 N., R. 11 W., except the South
1/2 of the SWi of the SE% thereof,

I have just forwarded the captioneq application for force
ocling with the recuest that it be filed, set down for hearing
and notijice given,

1 desire

to supplement the applicstion by stating that the
interested parti

es and their addresses are as follows:

John J. (Juan J.) Moya
c/o The Klothes Horse
725 East Ute Street
Farmington, New Mexico;

Helen Moya
Cleveland, Ohio, ¥
- )
Please take this into

account in reggrd/fg/making notice the
hearing on this application, —

Yours very truly,

‘ 7~
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