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‘Amelia Miller, Thurman Mayes, John
‘A. Mayes for compulsory pooling ang
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NEW MEXICO OIL CONSERVATION COMMISSION
CONFERENCE ROOM, STATE LAND OFFICE .BUILDING
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EXAMINER HEARING

IN THE MATTER OF:

Application of Black River
Corporation for compulsory pooling,
and non-standard proration unit,
Fddy County, New Mexico.

Case No. 4764
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IN THE MATTER OF:

Application of Alice Ballard, {Case No. 4765
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non—standard proration unit, Eddy ~
County, New Mexico.

BEFORE: RICHARD L,

STAMETS,
Examiner. '
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MR, STAMETS: Case 4764,

MR, HATCH: Case 4764: Application of Black River

Corporation for compulsorylgqp}ing,,and,nonesfanﬂara,f~»fjjfj;j

proration unit, Eddy County, New Mexico.

~ - . -

MR, WINKLL: Clavoncc dinkie, <f jinkie, sonduranc,
and Christy, appearing on behalf of Black River Corporation.

In Caée 4764, we have the same witneés, Mr. Aycock, and we

‘have-the same SiX exhibits that were introduced in connection
with Case 4763. I would like the record to reflect that

the qualifications of Mr. Aycock would be the same for Case

4764 as they were ia Case 4763, and I would like the record

to show that the testimony of Mr. Aycock with respect to

"Exhibits One through Six in Case 4763 would be the same for

Case 4764,

MR. COOLEY: wWilliam J. Cooléy,-of Burr and Cooley,
Farmington, New Mexico, appearing on behalf of Alice Ballard,
Amelia Miller; Thurm@n Mayes,John A, Méyes, Michael P, Grace,
and CorinneAérace. “

MR. WATKINS: Lore Watkins, Carlsbad. I wish to
enter ﬁy appearance as additional counsel for Mr. Michael
Grace.

MR. COOLEY: It is my motion, first,’that Cases
4764 and 4765 be consolidated.

MR. HINKLE: We have no objection;

MR. KELLAHIN: Jason Kellahin, of Kellahin and Fox,

9q
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-appearing on behalf of Rutter and Wilbanks Corporation,

Donald Cooper, Helen Jones, and A, J. Andocropolis. We

would also have the same witness who appeared in the .

prededing case, and I would like to move that his testimony

Y DL - T Y P Vi, LIS S R S T
he L L LY moavtaransa ivo TOTLIE, RIW A vadd O€

supplemented very briefly in regard to the West half of
Section Three.

MR. HINKLE: No objection.

MR. COOLEY: No objection.

MR. STAMETS: The Examiner will take notice of
both the witnesses and the exhibits in the previous case.

MR. KELLAHIN: We have no ijeétion to the
consolidation proposed by Mr. Cooley.

MR. STAMETS: Cases 4764 and 4765 will be
consblidated.» | i N |

MR. COOLEY: I have a further motion that both
cases be continued in&efiniteij:until such time as Civil
Case Numbef 274600 in the District Court in and for the
County of Eddy, State of New Mexico, is resolved. This dase
arises out of an oil and gas lease that was executed and
delivered by Alice Ballard, Amelia Miller, Thurman Mayes,
and John A. Mayes, joined by their spousqs>to one J. W, Miller,
covering the Southeast quarter of the Southwegt quarter of
Section 3, and ghe Northwest quarter of the West half of

the Northeast quarter of Section 10, and the Southeast quarter

(o
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of the Northeast quarter of Section 9, Township 26 South,

Range 24 East,

N L 1 RV NV )

The delay rental provided for an the lonns uas
due October 22nd, 1971, and was not timely paid. This

f3Cl GucuXring, My clisne filed

suit cf les pendens in the
District Court of Eddyﬂcounty, New Mexico, for cancellation
of the lease. -After having requested a release from the
lease from Mr. Miller,and his hé&ihg failed t§>é¥eéﬁfe and
deliver the same, this case was filed on November 29th, 1971
and is now pending. I spoke with opposing counsel this
morning, and he advisesvme we’should be, and I agree, we
should be'ready to try this case within the next thirty daYS
on a mbtion for suﬁmary jﬁdgment. The affecﬁ of this
décisioﬁ will be to determine wﬁether J. W. Millér; and in

Interrogatories in the case, Black River 0il Cbmpany is

beneficial owner of this lease even though they are not

|{record title owner, the lease is still in Mr. Miller's name

as f&r as the Eddy County reCordg are concernéd. Thié suit
will determine whether Black River or- Michael Grace is owner
of th; oii and gas leases covering these particular lands
that I have described, and of course, as affects this
éarticular case in the Southeast quarter of the Southwest
quarter of Section 3.

My clients have executed and delivered a new oil

and gas lease on June 23rd, I believe it was dated June 23rd

10}
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and executed June 29th, to Michael P. Grace, cd#ering_these

lands consistent with their position that Mr. Miller's

lease. or Rlank D{irnr,|s Tommn leod oo

..... ¢ TRAQGTCRpailcu,

To proceed with this forced pooling in the West

[}
i

aii or-Section 3 at a iLime when the lease ownership as to
the Southeast of the Southwest quarter of Section 2 “ig at

issue and in controversy in the District Court of, , the State |

of Néﬁwﬁexiééiiéwin my mind ill advised and, in fact,
improper in view of the short period of time that would be
required, in the opinion of counsel, to conclude,that case,

We ask for a forty-five day e#tension, or
continuance, of this case and the companion case, the
aprlication of Alice Ballard, Amélia Miller, Thurmpan Mayes,
and John A. Mayes.

IwéééwégéériwshOuld make one further mqtion,;that
is that Michael P. Grace II and his cooberator, Corinne Grace,
be éubstituted as pérties applicant in Case 4765 inasmuch
as the oil and gas leases have beén executed by Alice
Ballard, Amelia Miller, éburman Mayes, and John A, Mayes in
favor of Mr. G}acé, since theifiling of the application in
this case.

‘I have here copies of the complaint‘and_the‘answers,
plus an affidavit of’cancellation concerning this particular

Miller lease which counsel might like to examine.

'MR. STAMETS: Does that complete your motion?

102
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MR, COOLEY: Yes~-- I mean, the facts are quite

lengthy, and it is a matter of a legal controversy that

the Courts must decide,

MR. STAMETS: I just didn't want to cut you off.
MR. COOLEY: . an administrative agency such as the

0il Conservation Commission should defer until the Courts

make a decision.

'wmﬁktwﬁINKLE: We oppose'the continuance of Case
4764, It is true, as it has been stated, that the Southeast
of the Southwest of Section 3 is in litigatiOn as has been

stated involving a complaint over rental for a second lease

year. The lease was made to J. W. Miller and Black River

'Corporation_has the operating rightc under that lease, and

it will only be known definitely who owns the working
iﬁfefést,as far’as the Southeast and the Southwest is
concerned,when the outcome of that suit is known.

Now, it may be true that there will be a hearing

for summary jﬁdgment in thirty days, but it might be a year

if it is appealed before this case is decided finally. Now,
the testimony has already shown, I'believe, in connection

with the East half of Section 3 that there is a well located
on the West half of Seétion 3, and there is also a well
located in thé Southeast of the Northeast of Section 4 which
offsets it, Now, all of these wells-- if the well in section

3-and-the-well in Section 4 go on production immediately,

103
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and there is no reason why they should not if the Commission
goes ahead and acts on the non-standard unit. Aas far as
the Bast half of Section 4 ‘is concerned, you are going to

have wells offsetting the well in the West half of Section 3,

b et R R “oox Y Le s [ e et o :
'.?h'!»’ B ¢ SR U TS -.HLL.-. R wilint e e dedd .i.ii’\i'ea..l.le.L.E.Ly: SYSNER R o 15

certainly going to affect theAcorrelative{rights if the

Commission does not permit this well to be produced along

Wwith the other two wells.

Now, our solution that we will offer will be,
in substance, that we go ahead and’force pocl all of the
interests who have not consented as far as the West half
of Section 3 is concerned, and have the order provide, due
to the fact thét title in the Southeast of the Southwest
of Section 3 is in question, that sevén-eighths of the
proceeds which would be allocated to that 47.1évécres be
held ih suspense by the‘operator until the outcome of this
litigation is known. Now, that is the only equltable way
that it can ‘be handled where all of the rights of the parties
can be protected.

Now; we have no objection to paying the one-eighth
royalty which would be due on the 47.12 acres in the Southeast
of the Southwest of Section 3 due to the fact that in either
casé, the Ballards and the Millers and the Mayes will be
the owners, so they could go :ahead and receive their royalties.

The only thing that would be held in suspense would be 4

o

e
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the seven-eighths of production which would be allocatéd

under communitization or forced pocling which involved the

Southeast of the SOUthwe§§_waSectiOQA3-ﬂ,WW

For these reasons, we do not think that Case 4764

Al Y Y e ~ . R N Rl e I B - -
- ° ° AL i o it - & - R e m PR o e s FULEPLURS S 55 % S0~ R O W O § ¥ 1

it would be in the intergst of conservation and the prevention
of waste and the protection of correlative rights that you
&b"hear it at this time so we can go ahead and be put on
productioh at the same time as these other two wells,

“As long as we are on this, I think we mightr;;V
well bring out somethiﬁg else, since it has been indicated
that this suit also affects considerable acreage in the
North half of Section 10 and the West hélf of the Northeast
and all of the Northwést of Section 10 and the Southeast of
the Northeast oféSection 9. Now, they are involved in a
requeét which has been made in Cases 4767 and 4768. 1In
those cases, there are no wells that have been drilled and
it is an éntirely different situation than we have here in
Case 4764 where we have a well capable of being put on
production immediately. But as far as Secﬁions 9 and lb are
concerned in the other applications, there are no wells,
and those cases should be either continued or dismissed until
such time as this litigation is completed and taken up thgn.
That's the only thing that can be done, it looks to me, to

protect the rights of all the parties.

joS
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1 At the proper time, when the docket is called, I just
2| want to warn you that I am going to move that those cases

3| be continued or dismissed until this litigation is comnleted.

4 ‘ MR. COOLEY: Mr. Examiner, I will expound on my
g motisn Lg-dingaude the continuvance gi-Causes 4767 and 4768
#; 6 | as suggested by counsel., I would limit my motion with
'Eg 7y { respect to an indefinite continuance, I would limit if to
§§ g8 | a sixty day continuance in deference to the fears with
E§ 9 fespect to any possible drainége. Tﬁere was::no testimony
.§§ 10 | offered in the pfevious case, Case 4763, that indicated
g% 44 | when the parties involved felt connection could be
%§~ 12 | accomplished and gas-actually delivered from Sections 3 and 4,
Eg 13 Abut I would submit that since no connection presently

14 exists, that a sixty day continuance could not possibly

15 involve any substantial violation of correlative rights.

The alternate side of this question is in Case

o8
O~
xﬂ
wW O
v
Ex
z:
.3
w N
o 2 4
o .
[ &
53 16
3 17 4765. With the substitution of parties: now, Mr. Grace has
« D E
Y N
§§ 18 likewise applied o be éperator of the well in question,
&
p . . .
;: 19 and I submit to you how can the Commission rule whether he
%a
5
<e 20 should be operator or whether Black River should be the
gz |
- < B
x5 21 operator until the time Michael ‘Grace's interest in this
a <
. Z
2% 22 half section has been clarified. With the title clouded as
sz . T
35 it is and the question certainly undecided as to whether
n i 23
T o
e he will have anyiinterest in the half section or not, I
g 24
submit that we cannot proceed with these cases until it is
25 :
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ascertained that he does have, or in the alternative, does

not have title,

MR. HINKLE: We have already consolidated Cases ‘ 1. ..

4764 and 4765 without objection, if we go ahead with the

hearing, the Cqmmisé}qn will determine who is going to be
operator of the West half of Section 3. I call this to
the attention of the Commission, that the evidence will
show that Black River Corporation controls or owns and -
operates all of the working interests except this/47.12
acres that Mr, Graée owns, and I submit that it is a matter

of equity when someoné owns that much acreage and has

already put down a well and spent considerable money in

doing so, that person should be designated operator;

MR. KELLAHIN: We join Black River in contesting
aﬁy continuance bf‘fhese two cases. We feel that Black
River would be denied substaﬁtial rights, we are talking
about 180 million cubic féet of gas per month., We don't
agree, of course, that thé entire West half should be force
pooled as we testified. I think if you will follow Mr,
Rutter's suggestion eliminating the South half of the South
half,-that would eliminate the problem we have here. (

MR. HATCH: Do you think that the Pooling Staﬁute
of New Mexico requires the person named as operator to be

holder of the leas€e hold interest?

MR. COOLEY: Yes, I certainly do. It refers to
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any person having the right to drill may apply for forced
pooling,

MR. HATCH: Does it limit_who can nggﬁggngm

MR. COOLEY: 1In ny opinion, it_dqes.'

Mﬁ; HiﬁKLﬁ: By the statements of counsel, they
have contended that the right to afiiiﬂﬁili;énly be
determined when this case is determined.

MR. COOLEY: And for that reason, it should be
continued..

| MR, HINKLE: I want to call your attention to the
application in Case 4765 which states: "Said acreage to
be dedicatea to a well to be drilled 1980 feet from the
South line.énd 1980 feet from the West line of said Section 3."
This wonld be near thc Scuth line, so I thiﬁk this ought
to be determined now by the Commission as far as the West
half of Section 3 is concerned without any delay.

| MR. STAMETS: Mr, C&oley; you have indicated that
you feel that the matter would be wholiy resolved within
sixty days;  :
MR. COOLEY: T feel that it will be resoived

within thirty days.

| MR. STAMETS: Counsel for Black River has indicated
that if appeals were filed, that it might extend the actual

resolution of the problem for a considerable pericd of time,

10%
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How do you feel about that?
MR. COOLEY: The reason I limited my motion to
sixty days is we feel it will be wholly and comnlatal..

resolved in the District Court.

MK. fuanNpbb:  SToao aogsn’'t protect us if you come
up here after sixty days and ask for a further continuance
bécause an appeal has been taken;

'MR. COOLEY: I wilibsﬁipulate at this poiﬁt not
to request an additional continuance_if we can't resolve
this within sixty days. It would be a violation of the
correlative rights of the other interest owners in the
Wast half of Section 3 to ask them to delay further.

MR. STAMETS: How does the Applicant feel about
that stipulation? -

MR, Hi&KLE: A éixty day delay will cause a loss
in production of a lot of gas.

MR. STAMETS: Y would like to clarify, Hr. Cooley,
exactly what the Applicant~- or what yoﬁf Applicant in Case |
4765, what exactly do they lose if this hearing is held
today?

MR, COOLEY: The right to be designated operator.

MR. STAMETS: vIs it your opinion‘that once we
désignate an operator of the unit, it cannot be changed under
any: circumstances?

MR. COOLEY: That is my.opinion.
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1 MR. HINKLE: I think it can be changed any time.
o 2 MR, STAMETS: I believe the Commission records
o 3| will reflect thidt there have heen changes in operalors in
4| forced pooled units.
- e MR, COULER.  Assumiiig that ME. Grace's case and -
3 x 6 test{imony is persuasive ennugh and his application, rather
5 , E 7 | than the application of Bldck RJ.ver is approved he could
- ——
- - r‘* o § g | then have the anomalous situation of being designated
I ‘ OEG 9 | operator of that half section when he owns no interest inl
{ § 10 | it whatsoever. If he loses the lawsuit, he wouldn't want
- qu 12 | to be operator. What I am saying is that you have a matter
‘ .g . 12 | in Distl.;ict Court, and there is ample precedent for this
;}'ﬂ‘ E gg_; 13 in the case of CASCADE VERSUS FEDERAL POWER COMMISSION
r gé 14 where the Federal Power Comm1351on proceeded to approve the
‘w f§ i | merger of El -Paso Natural Gas and Pacific Northwest Gas
.; g ‘; 16 Company and the Supreme Court of the United States reversed
’54 ';3: ;; 7 the decision on the grounds that the Federal Power
. ég 18 Commission must oefet to the United States Distxict Court.
: §§ © MR. HIﬁx\LE All we are asking "is’ that an order
4 ;{:g 20 of the Commission be made subject to whatever the disposition
B 3z _ ~
": é:‘, " in District Court may be of this thing., If Mr. Grace |
;,;, gé 22 comes out as being the owner, then he would be the owner,
. >z . ,
L: EE 2 the;n he would be, if he doesn't voluntarily come in,w.he’would
o §§ be force pooled.
L g 24 ,
L, 25 MR. COOLEY: In the opinion of the Commission

f_ L . . 1o
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counsel, could the selection of the operator in the West

half of Section 3 be deferred? That's the only thing we

want deferred. nasn ‘Z14CK River and Grace want the West

half of Section 3 force pooled. If you could enter an

~ .
71 E Pl SRS N S
LELUCL Lok e

pooiing Section 3 and defer for a perlod of

sixty days the selecting of an Sperator~--

MR, HATCH- The only thing you wxsh to delay ie
the selectlon of an operator? I think that could be settled
in this hearing, because the Commission is not limited, and
it could name the operater, and this would not even have
to be a leaseholder in the unit, The Commission could name
some other party they thought would do a better job.

MR. HINKLE: - We woﬁldn't want a situation that
would prevent openihgrthe well and producing.

o MR. STAMETS: Mr. Cooley, I am a little concerned
here. You seem to express some doubt that your Applicant
is entitled to the right to the acreage or could be named
the operator of any Qells.

MR. COOLEY: We maintain that we have the right,
but it is clouded by-the failure of J. W. Miller to release
the expired lease.

MR. STAMETS: Do you feel that the Cemmission could
name your Applicant as operator of a well in the West half

of Section 3?

MR. COOLEY: 1In my opinion, it could.

nt
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MR, STAMETS: If you feel that this type order
would be proper, it would seem like you could go ahead and

present vour cage on_that haeic._and &ha Commizzic me

PR AV S LS R AL STl pvu.uu

enter such an order, and there would be no need for delay.

-

HR-COOLEY: I fail to understand the Examiner.,

MR. STAMETS: If you feel that an order nam'ang

your Appllcant as operator of the well in the West half of

Sectlon 3 1f you feel that would be proper, then I can

see no need for the Commission to delay this hearing.

MR, COOLEY: Well, the basic agreement arises,
I.assume, from a very wide interpretation by counsel for
the Commission, and my own interpretation with respect to
Section 65: 3-14, and that is a person does not have the
right to file an application for forced pooling gnless he
has‘the right £§ drilli

MR. STAMETS: But you indicated that an order
namipg your Applicant as operator would,be’prbper,

MR, COOLEY: No, I said improper, because I think

‘this would infringe'ﬁpon the District Court's decision in

Eddy County, because you would be making a decision that

Michael Grace has the right to drill this half section, and

the ohly acreage he lays claim to is the acreage that is

the subject of this lawsuit. If he fails in this lawsuit,

he has hot one acre of grzuﬁd in the West half of Section 3.

MR. STAMETS: Granting your request for a

ue

S2n T
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continuance would be doing the same thing, saying your
Applicant is a partygto this case.

MB, COOLEY: - No, you weuld ke complying with the
Supreme Court mandate in the case of CASCADE VERSUS FEDERAL
POWER COMMISSION, wherein they said that it is the place
of an administrative agency to defer until such time as
the District Court has rendered its decision.

MR. HINKLE: I think that would be'true if that
District Court ruling affected all the acreage, but hefe,
it is only affocting a small portion of it, and the order
6f'the Commission could protect everybody here. Although
you are going to approve non-standard units here and-name>
an pper#tor so the well can be produced, that production
could ?evalldcéiedAto this land in question at such time
as the litigation is complete.

(Whereupon the Examiner conferred with Mr. Hatch.)

MR. STAMETS: Mr. Cooley, this has not come as a
surprise to you, this application, you have been aware of
it, have you not? |

MR. COOLEY: Yes.

n

MR. STAMETS: Therefore, the Examiner feels that.

oL ST aS

|
bt

the case should be heard at this time, and we will .proceed
to hear Cases 4764 and 4765.
MR. COOLEY: I did amend my motion and say I would

be happy to include all cases.
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names in there?

MR, STAMETS: And I only have denied your
application for continuance., I ﬁave not spoken about your
application for substituting Michael Grace and/or Corinne
Grace as thevApplicants in‘Case 4765.

v e s e ey L P . ) N . ereais pe [ b e
Mile wivwidaae o m MTG AW vppPeveaedee YUUL Fudliny On

that.

MR, STRMETS: Mr. Hinkle, do you h&ve anything
to say concerning that matter?

MR. HINKLE: Nb.

MR. STAMETS: 1In Case 4765-- how do you want the

MR. COOLEY: Michael P. Grace II and Corinne Grace,
Applicants-- substituted party applicants_for Alice Ballarg,
Amelia Miller, Thurman Mayes, and John A. Mayes. That
moticn also applies to Cases 4765, 4767, and 4768.

MR. STAMETS: We are only considering Case 4765
at this time, and we will make that substitution.

MR. HINKLE: We have the same witness and the saﬁe
exhibits we had in Case 4763, and we would like to have the
witness sworn again. I believe there was no objection, the
records shows no objectién, in this case concerning the

qualifications of Mr. William P. Aycock being the same as

-gat forth in Case 4763, and also his testimony with respect

to Exhibits One through Six would be the same,

MR. STAMETS: Are there any objections?
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MR. COOLEY: No objection,
MR, KELLAHIN: No objection.

“TMR. STAMETS: There bein

Examiner will take that into account.

* H X

WILLIAM P, AYCOCK,

was called as a witness, and after being duly sworn, testified

as follows:

DIRECT EXAMINATION

BY MR. HINKLE:

Q

Referring you to Exhibit Number Five, does this show

the producing well on the West half of Section 32
Yes, sir;

Where isyig]located?

Nireteen hundred eighty feet ffom éhe North and West

lines of Section 3.

MR. COOLEY: I must interrupt, I do not have copies

of any of your exhibits in this case.

Q

(By Mr. Hinkle) Considering your previous testimony,
Mr. Aycock, with respect to the structural conditions
the cross sections in regard to pérmeability and

porosity and so forth, have you.formed any Q??Q%EE;aS

o mna G e g i

to whether or not the well located in the West half

of Section 3 as shown on Exhibit Five will efficiently

and effectiyely d:ain all of the West ha}f?>'w
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In your opinion, will the pooling of all of the acreage

and formations of néﬁéstahdéfdwﬁﬁfiéA¢6ﬁ§{s£ing ot

the West half of Section 3 prevent the drilling of
unnecessary wells?

And would this: tend to protect correlative rights?
Yes, I think so.

Undex part of the acreage'in question, the West half

of Section 3

-

namely, the Northwest quarter, and the
North half of the Southwest quarter is federal acreage,
is it not?

Yes, that is. correct.

Does your same testimony apply in this case that you
gave in Case 4763 relative to the representative
contacted with the U.5.G.S. and their willingness to
agwgpyq”;hekcommunitizatibn;égreement in the event of
0il Conservation‘cdmmissioﬁ approval in the West ﬁalf
apply in this case also?

Yes, sir,

Now, could you give us a detailed list of all interests

3

in the West half of Section 3, working, royalty, .

overriding, or otherwise, who have not expressed

i willingness to communitize in pooling their interests?

- Yes, sir. As previously mentioned, the Northwest

i

o
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?quarter of the North half of the Southwest quarter

- are all federal leases. The working interests involve
‘Cities Serv{ce with one-half interest, Black River
jCorpofAtioﬂ with one-quarter interest, and Arapahoe
iwxcn‘BﬁéQQGéfEéf“iﬁiéféét, alLl of whom agree with the
j'advisability of forced pooling of the West half. There
" are overtidihg royélties under these federal ieases,'
iand they are as follows: Helen Jones, one-tenth of

Eone percent, and she is répresented by counsel, and of
%course, does not approve of communitization. Rﬁtter
éand Wilbanks, 4.7 percent, they also do not approve.
éDonald Cooper, two-tenths'of one percent, who doces not
2approve. Robert Hanaford, who indicates approvaly
%of the peolidg in the South half of the Southwest
équarter of the fee land.

; ?he Southwest of the Southwestﬁqua;per is fee land,
?and this is leased to-- well, I'll say tﬁis, I am #

- taking into account, and we have recognized the 47.12

%acres«that constitute the Southeast of the Southwest,

:and which are contested leases. Black River has one
i

' half and Arapahoe has one half, with Black River being
{ .

zthe operator., This lease does have a pooling clause
fwith ten percent tolerance-- I beg your pardon, of the

%640 acres, so this acreage would be in excess of that

%allowed under the pooling clause in the lease at this

1
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The royalty under the fee land is composed of

~Vera Cretack and Viola Ryan, and we have not been able

to reach them., J. W. Miller and his wife, Patricia

AL T A IO B ST L LA B IR - - .
Ll aCh p Al LG waL D TN ST B R mess t2iNITIIY Uy

~communitization. Then we have overriding royalties
‘uander this fee land as follows: Robert McCall, three
‘percent, and he objects to communitizaticn= Rebe;t
-Hanaford, he has one percent, and agrees. J. W. Miller
:has forty-seven and a half acres, and agrees. Theresa

Lumbar has two percent, and we have not received an

‘answer to our inquiry, so we assume for the purpose of.

,;thié hearing she is opposed to communitization. William

?ﬂacMoore, twepty-five percent of two percent, and he
%agrees to communitization. The Priscilla MacMoore
ltrust has five percent of two percent, and agree with \
iéommunitization. Margine MacMoore trust has five’percent
%of two percent,.and agrees to communitization, Virginia
MacMoore has ten percent of two percent, and agrees.
ﬁommy Pﬁipps, two and a half pexcent of two percent,
Qnd.agrees to communitization.

You mentioned something about the Southeast of the
Southwgsé of Section 3, that portion that is in

litigation, that will be referred to as being in

litigation at this time?




PAQE 23
- 1] a Yes, sir.
- 2| 0 'What do you know about the litigation?
3[ A My understanding is that, as counsel has mentioned,
o - 4] there was a lawsuit filed in November +h-t LIiggea
) ol fiee PAYNIENT OL Isiiui Gue in Uctober, therefore, the
:2 6 lease was null and void by its ewn- ‘texrm8, I have
[
: = :
i e 7 not read a copy of the complaint, nor have T.raa2d the
g & 8 answers, and so I don't know the detalls, I was told
I R
E%JW @l that-the-defendant did file an answer claiming timely
- - ;s 00
é;, _§§ 10 and proper payment of the rental payments were nade,
C g & i1 and so therefore, he considers the leases still in
ar > : S -
. {g | 12 - force and effect. As I understand it, the ownership
o = 2
555 ,Sg oS 13 is separate under thls tract, and reflects one-quarter
: i = SR
P X ¥
i A $£3 14 John Mayes, one~-quarter Alice Ballard, one-quarter
L1 T X ’
;b W
H fﬁ 15 - Amella Mlller, and as was mentioned by counsel,
; W
D ke 3% .
gig §; 61 originally the lease of J. W. Mlller, the lease and
= 20
x N )
;iq §§ 17 : operating rights, were acquired by Black River
5 b la , ’ ,
L g < Corporation.
£ i L3 18 :
Eig E; 19 Q You do know then of your own knowledge that the suit
o8 " '
H I .
;'q <3 is pending?
a i o
: ;f A Yes, sir,
g 32 2t
e 3% Q Do you have any information as to when it might be
; ° 22 '
:‘ (L] z
e 3e disposed of?
ge gs B |
: ia A Counsel remarked that it would be sixty days.
$ e 24 v -
R A ..
bt 25 0 That is only a possibility, isn't it?
Y n4
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o

,,y;g;ﬂ

Yes.

Now, if the defendant, J. w. Miller, should prevail

in this suit, would these parties you mentioned, alice

Ballard, Amelia Miller, Thurman Mayes,»and John A, Mayes,

have any leasehoia interest in the Southeast of the
Southwest of Section 3?
Have any leasehold interest?

if

-No, They will have rbyalty interests no matter who

is designated the owner of the lease, Mr., Miller or
Mr. Grace.

éut on the other hand, if -they should prevail in the
lawsuit,fthey would be entitled to a workingiinteresté
Mr; Hinklé, i am kiﬁd of confused here. I thought

us we had a substituted applicant

in this particular thing, Michael P, Grace. You are

‘talking about the Ballard group.

Let’s assume the evidence presented by the Graces will

connect up here and show that the Graces are the owners

of the leases. Then in the event the plaintiff

prevails, the Graces would become

vy t
the owner of thse

'1eases covering 47.12 acres in the Southeast of the

Southwest,
Yes, sir.

Whgt;ié‘yqur recommendation to the Commission as to

120
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how this should be handled so that you can go ahead
and produce the well at the present timé?

I want to preface my remarks by-sayinglthat I am not
;; éfésfney,rahd I amrjust trying to make a practical

suggestion. It would appear to my own eyes that it

would be logical if the seven-eighths working interest

‘were to be héléwin'éuépénse'éﬁdw£héwﬁﬁiiéféfMé§es

~their right to be protected would be accommodated and

the designated leasehold owners would be protected,
because those monies would be placed in suspense and
would revert back to whoevef the District Coutt
designated to be the owner. The rights ‘of all the
othef parties would be protected because the well
could then be élaced in prodiuction and be aiiowed to-
produce its equitable amount of the gas from the
reservoir. i,
in that connection, it has been requééte&»that the
Commission also consider the cost éf drilling, a charge
for the risk involved, a provision for the allocation
of actual operating costs, and the establishment of
bharges for supervision of the well. Do you have any
information as to the cost of the drilling of the wgll

on the West half of Section 3?

The Cities "3" Federal Well Number 1, which was located

1

12}
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A

3 ,
‘and intangible.

" “of charges.

31960 feet from the north and west of Section 3 cost

H

%a total of $146,450.74 to drill and complete, tangible

What, in your opinion, would be the reasonable amount
Lor supervision?
The operating agreement that is proposed provides

$135.00 per well per month, which is a reasonable level

Is this based on the customary charges for other
“operations in the area?

Yes, éir. An isolated well would probably ke
substantially more than that. |

Is Black River asking for any penalty charge?

No, they are not.

Are you willing to give the Graées, if they should
become owners through.a determination in this lawsuit, . .
aﬁ oppottuﬁity to pay their proper proportionate sh&re%?
in cash or out of pr§du;tion?

Yes,

What would be the situation if the well on the West
half of Section 3 should be shut in through a delay,

any appreciable delay, on account of this litigation?
Well, I think any appreciable delay, I'm not willing

to pﬁt an exact time limit on this, but any appreciable

delay would undoubtedly lead to some ultimate loss of

123
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Q

income to all royalty and working interest owners
because if the wells surrounding this well are going
on production, I don't think there is anv. anestinn

that drainage will take place.

be quick and immediate, would it not?

It probably would be, ves.

750 it would be in the interest of protecting

correlative rights to get this well on production as
so0n as possi
In my opinion, it would not injure anyone's rights and
it would protect everyone involved to get this well
into producti§n as soon as possible,
Now, in your opinion, would approval by the Commission
of a non-standard unit for the West'half of Sectioﬁ‘3

“be in the interest of conéeréétien;rthe'preventicn oL

waste, and tend to prqtéct cbrrelative rights?
Yes, I think in general, it certainly would be. When
you get down to the fine point of the definition as

- to whether yéu are talking about physical waste or
eéonomic waste, I éﬁink it would be to everybody's
benefit and it would prevent ﬁhe unnecessary drilling
of wells in this area.

Are: you proposing that p:oduction from the well located

in the West half of Section 3 be allocated on the basis

123
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anggreage?

Yes, I am,

Do you have anything further that you would like to | __

testify to?
I «ould just like v ieicerate to_ this Commiecsion-+h
Black River Corporation is a responsible operator, and

we don't have any desire to see anyone injured at any

" time. What we are proposing, we believe, is fair to

everybody. We are a responsible operator, and do not

~want to See anybody hurt, and I just want to emphasize

we are not trying to promote éomethihg just for the
benefit of Black River, we think this would work for

the benefit of eQeryone involved.

Now, the Graces in Case 4765 request the driliing of
another,wéll which would be located 1980 feet from .the
Wést line ahd71980 feet“ffom-thé Soufhwiihe ofVSeétion 3,
do you see any necessit& in drilling a second well?

No, sir. In my opinion, if at some future date
evidence became available to show that effective .
dt#inage was not taking place, the Commission would
always be in a\pbsition to allow or require additional
wells be drilled-to ‘affect adequate drainage:w

Black River is the operator of all of the other wells
to the north, is that right?

Except for the Cities Service Well,

124
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Q And they are familiar with operations in this area?

A Yes, sir.

MR, HINKLE: We would like to offer in evidence

Exhibits One fﬁfdﬁég Six that havé"been marked énd which

Weid prisented in the paevious case.
MR. STAMETS: Are tﬁefé4any objéétions to tﬁe
introduction of these exhibits?
~ _(No response) .
MR. STAMETS: They will be admitted. . .
Jﬂi%ﬁereupqn Applicant's Exhibits One through Six
were admitted in evidence.)

MR. HINKLE: That's all we have on direct.

MR, STAMETS: Are there any questions of this
witness?

THE WITNESS: I think we indicated a lower figure
on Exhibit Five, it Shouia’be 407.20 acres in the West half,’
and I think itVShows on the exhibit to be in the East half.
I,apolbéize for that mistake.

MR. STAMETS: The exhibit should be corrected and
the figures-should be reversed, fﬁe West half is 407.2 and
the East half 409.22. You are speaking of Exhibit'Five?

' THE WITNESS: Yes, sir.
MR. HINKLE: Have you any suggestions that you

could make as to how the 0il Conservation Commission can

adjust the production from the well in the West half to give

128
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it credit for 407.20 acres as opposed to a well on 320 acres?
TQE WITNESS: Yes, sir, I think that pool rules

have been,promulgated,to protect correlative rights, and

at -such time as this happens,

the raleg alrg

credit should be given for the excess acreage,

- MR. HINKLE: Are you talking about é proréﬁioﬂing
order?
THE WITNESS: Right.
MR. HINKLE: If we have capacity allowables, will
that effectively protect that acreage as well? |
THE WITNESS: If we had capacity allowables, that
‘is ‘correct, but at the present time, we do not have a
capacity allowéble.
HR. HI&KLE: I am talking about the allocation
made to the well by the 0il Conservation Commission.
| THE WITNESS: The allocation by the Oil Conservation
Commissioﬁ based on the C-122 test only, if that's what yéu
mean, that's correct.
MR, HINKLE: How does the Commission’make an
allocation based on the C-122?
*THE WITNESS: They cannét establish an allowable
for the well until one is submitted. |
MR, HINKLE: That is correét, but it has nothing
to do with the allowable?

THE WITNESS: Except for the requirement for

y2.le




o

3

i

,m..v

4

L

I

-

»cormick

y, meier & m

dearnle

NEWMEXICO 87103

209 SIMMS BLDG.eP.O. BOX 10020 PHONE 243-00010 ALBUQUERQUL.,

1218 FIRST NATIONAL BANK BLDG. EASTeALBUQUERQUE, NKEW MEXICO 87108

10

11

13

14

16
17
18

19

21

22

23

24

25

o

establishment of production.

MR. HINKLE: I have nothing further.

MR. STAMETS: Are there any questions of this

witness?

X * * *

CROSS EXAMINATION

MR. COOLEY:

O

_Mr. Aycock, did you participats inthe attempt to reach

a voluntary communitization agreement?
- If you mean personallf, no, I did not,ﬂ

Do you know who was involved’in’that with your cohbany?
Yes, Miss Marcia Chandler, who is ore of the
administrative assistants. If you would like for me to
tell.you’ébsut those contacted and what attempts were
made and the metheods, I would bé’ﬁl&d't@jdc that.

Was any attempt made at all to contact thébBaliard;
Mayes-Miller group?

What time are you speaking of?

Any time before or after the drilling of the well with
fespect to communitization or anything on that order.
To be frank with you, I don't know, and I can't tell
you exactly what was done.

Do you have ényone here who does know?

No, Ifdo_not.

Do you have an affirmative record of those who were
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"
{ 1 contacted?
iﬂ 2|1 A I have a record of those who we attempted to contact,
. %‘ 3 Mr. Mayes was given-- Mr, John A. Mayes was mailed
‘Eri “ 4] a notice; Mr. Thurman Mayes was maiied a notice;wémelia
=m s Tiala3C Was seuil o wive.
{l ;; 6| 0 With respect to my clients, the Ballard-Mayes—Miller
%{t 'Eé 7 group, do you know when they were contacté&?' -
;§§MNHW23W»,, 81.A . T do.not . know the exact dates they were mailed notice,
Che ‘é ' | )
L o3 9 but they were mailed notice.
;{2 .§§ 10l Q What type of notice are we speakipg of?.
;Fg g% 11 | A I have not seen the exact notice, but they were mailed
i % -g? 12 a communitization agreement aﬁa requested fd execute
%t? Eg isr it if‘they agreed, and we never heard anything back
gF; 14 as to whether they agreed or not, so we took it for
g ¥ is granted that they did not, and that is:the‘basié'fbr*
£a
E 16 ' this proceeding.

Ak Who of the Ballard-Mayes-Miller group were mailed

200 2IMMS BLDG.e PO, BOX 1002 ¢ PHONE 2‘43-00910ALBUQUEnquE,, NEWMEXICO 87103
1218 FIRST NATIONAL BANK BLDG. EASTeALBUQUERQUE, NE W MEXICO 87108

é . 1.l notice? k‘ | |

;!4 19 |A John A, Mayes, Thurman Mayes, and Amelia Miller,

3’? x| @ Was anything sent to Alice Ballard?

élt 2 | R 1 don't see Miss Ballard on our list.

3{; 22 | MR. STAMETS: I would like a pcint clarified at

%?g 23 this stage of the game. Were tﬁey contacted individually

vf: 2 | 28 royalty interest owners or working interest owners or both?
ii; 28 THE WITNESS: Well, the way we look at it at this

i 129
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1| stage, they would be royalty interest owners since Mr.
= : 2| Miller's association with Black River would lead us-- of
| 3 necessit;( would lead Black River to assume that Mr. Millomizg—
: 4| position was correct with respect to the acreage,
- ' 20 Cu M. Cooley) Wore you of bbhe opinion that i€ was o
;‘ v 6 necessary £o- conaoiiﬁaié"tﬁé entfre'di'llli'ng block R
t é 7 consisting -of the West half of Section 3, either by I
S D § © " §|" voluntary communitization, or forced pooling, or
: T g 9 otherwise prior to drilling the well?
iﬁ: d:: 10| A I don't think that prior to drillvling the well, we
QEi 1 anticipated there would be any’ d,i{fficulty in' reaching
H‘ g ) 13 some voluhtary agreement.
iF: _g :°,E§ 139 I don't think your answer was responsive to my guestion.
r‘l %é TR - I am doing xﬁy very best to answer you.
- “ - §§ 5] 2 I am not trying to offend ycu >or abuse you in any
?d .:'g; i6 : fashiqg; T:eimply asked you that if you felt your ‘
| gg 17 corporation feels in their intérpretation of 'O.C.C-. ‘
ég 18 rules and regulations that consolidation is required
. : L gg 19 in a drilling block prior to the drilling of the well.
r‘ "Ef 20 | 2 I think it is preferable to consolidate before the well
£ Sz ' e =
lm é‘i 21 is drilled whenever that's possible.
fm ;f’z 22 Q Do you feel it is permissible under 0il Conservation ]
; ' :f::é;‘ 23 Cpmmission rules and regulations to drill a well priog
- %5 24 to consolidation? ’
'.... ; 25 A Well, I am not well enough acquainted with all of the 4
- 129
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intricacies of it to really express an opinion. At

the time my client did this, I assume they were in

L AamYAsMmacsd ..t av o
- T miiiisa

ent-with SVeiyune €xcepi the iitlgant and that

forty-acre tract, and I am sure they also felt that

tiie orderly development of this field was necessarv +o

T
=2

protect the. T!ghts of evarvone

I hand you a photostatic copy of a form C-102, executed |

by Mr. J. Berry, agent for Black River, and ask you

if you have seen this before?

Well, I have seen a copy similar to this in my ciient's»'

file, yes.

i

Mr., Aycock, am I to understand that you are an officer
in Black River?
No, ‘X am a consultant retained by the Black River

Corporation.

[

with respect to this particular exhibit should be

withdrawh and directed to Mr. ‘Berry if he is present.
Mr. Aycock, you stated that you felt that-if'Mr.

Grace was the successful party in this lawsuit that he

éhguid be allowed a reasonable time after its resolution

within which-to pay his share of tha cost 6f the well

that fou»téstified'to.

I don't think there was any time limit made, I think

I just said that we assumed he would pay his propurtionate

»

e VY
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cost if he was successful in the litigation.
Q Do you have any recommendation as to what would be
a reasénable time?
A The industry practice is within thirty to ninety days.
MR. STAMETS: 1t is the Examiner's understanding
that they: could either pay it or have it taken out of the
monies coming in, whichever they would choose. They would
either have it taken out of the production monies or pay
it immediately. |
| VMR.}COOLEYQ -I have no further questions of this

witness. .-

MR. STAMETS: Are there any additional questions?
MR. KELLAHIN: Yes.

* * * *

CROSS EXAMINATION

BY MR. KELLAHIN:

Q You testified of efforts to obtain voluntary agreements, -
but you didn't make these efforts yourself?

A No, I enlisted Miss Chandler's help.

Q Did you advise her very much?
A Yes, I worked closely with her,
Q Was that just for the East half, or were separate efforts

made to contact the overriding royalty owners in the

West half?

A We made efforts to notify everybody that was involved

13\
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in any of the cases and on what cases they would be

involved in. I am not saying that we sent separate

letters, but we attemnrt22 L3 R5RE iU Ciear so that we

would be sure they understood they were involved in

more than ecne.cass,

This was notification in the forced pocling casé that
yoﬁ are talking about, is that right?

Yes, sir.

I am talking about your efforts to obtgipmyg{yngggy

agreements, did you submit the proposed communitization

agreement on each half section?

Unless there was indication by verbal cohtact that it
would not be entertained favorably.
Did you make separate contggtras to the East half of
the section and the West half of the section?
Yes, we attempted to, yes.
MR. KELLAHI&: I‘have nothing further.
MR. STAMETS: Are tﬁere any further questions?
MR. HINKLE: I have one or two.

* i * * *

REDIRECT EXAMINATION

BY MR. HINKLE:

Q

With respect to the wells drilled on the East half of
the West half of Section 3, those wells were approved

by the 0il Conservation Commisgion, were they not?

32
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4

A Yes, that is correct.

MR. STAMETS: Mr. Aycock, if you are not totally

»
-
L

(]

[TYF - PP —— L e
[ERSIR SLey ] FYTY Y AV YVRE RIIVUWATGUY G, Uau

'?Black River have knowledge that there was litigation as to

%of Section 3 at the time the well was pfbposed to be drilléd?
i THE WITNESS: I would assume from the dates
éinvolved. Now, as far as any'knowledge beyond that, I don't
- MR. STAMETS: Did Black River attempt to sign up
?the working interest owners, the parties they felt weré the
éworking interest-owners, in the Southeast quarter of the
%Sputhwest qdarte# before drilling the well?

THE RWITNESS: Yes, sir. Mr. Miller.

5 RO e

MR, STAMETS: So in your 6pinion, you felt you had

;
'
i

iall the working interest owners signed up?
% THE WITNESS: Yes, sir.

| MR, STAMETS: You responded to several questions
that Mr., Kellahin asked concerningythe protection of royalty
interests in the South half of Section 2. I'm not quitg
clear:as to whether you feel this pool will have to be
prorated or needs to be prorated in order fo protect the
royaltyfinterests of the operators in the South halfbof
Section 3 if these large uﬁits we are discussing here are

approved.

_—t_ a8 .as b

ZUnilLulp Of the sOUlicast Guakier of the Southwest quarter |

§have any, but I would assume so from the dates involved, - - -

L

10 |

133
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THE WITNESS: In my opinion, this Commission will
have to take that into account, take into account the size

of the proration units, Qen-; i —

MR, STAMETS: Do you feel that an additional well
in this section, ‘at this:location proposed in Case 4765, do

you feel a well drilled at that location would result in

economic waste?

THE WITNESS: - I think that the data we have now

MR. COOLEY: The application f6r an additional
well is aitypographical erro:,‘and is intgpded to be located
at the identical location as in Case 4764,

MR. STAMETS: So actually, we are talking about
‘the same location, and this is really not a factor.

MR. COOLEY: Yes.

MR. STAMETS: Thank you, I appreciate that informaﬁion.

‘I believe those are all the questions I have.
Are there additibﬁal questions of t@is witiisss?

{No response)

MR. STAMETS: If not, the witness»may be excused.

(Witness excused.)

x * * *

A. W. RUTTER, JR.,

was called as a witness, and after being duly sworn, testified

as follows:

3
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DIRECT EXAMINATION

BY MR. KELLAHIN: |

o} 'Will,yoﬁ state,?dur_hame, please?.

A A, W, Rutter, Jr,

O Are you the same »r. Rutter who testified in Case 47637

A I am, .

‘ .

0 You heard theﬁtestimony,in connection with the forced
pooling of the West half of Section 3, and the
Commission has agreed to incorporate your testimony
in the preceding case into this ca#e. Are there any
basic differences in the forced pooling of the West
half as oppoéed to the East half?

A The big difference is the acreage which we have. This
érea is within t¢hree perqént of being a proration unit,
%nd‘;ots»B, 4, and 5 in the North halfréf the Soutﬁwesé

.‘éuarter constitute one basic fee ownership by the
?nited States Government, common overriding royalty
EWnership, common working interest ownership,and it
Eomes within three percent of being a standard proration
unit,

0 What would‘the»acreagg be?

A ';;king 407.20 acres and subtracting 49.64 acres and

47.12 acres, it comes to 310.43 acres. If the South

half of the South quarter is included in the proration

unit, from what I understand, it will dilute the roya;ty

138
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l& B
1 ‘interests in the remaining acreage, It is
= 2 approximately twenty-three and a half percent, I could
Q; 3 . et a slide rule and actually make the calculaﬁinn;
e B
] 4 'but it is on the order of twenty~three to twenty-five
e - 5 ‘percent,
t : .. o -
;é 6| Q In connection with the pooling of the West half of
1 =] .
‘ {x = b4 Section 3, were you ever contacted by Black River with
A = ‘ _
T 8 s a proposal of any kind for a voluntary agreement?
t .
" E 9| A No, sir. We got a telephone contact, I did not take
o od £ e T R T R SRR
%rz _§§ 10 the telephone contact, and it's possible the telephone
Fe 9 '
3[3 & i1 contact was with respect to the West half, but we were
¥ > ‘
1 ig 12 not submitted a written voluntary pooling agreement,
s L Q s, and I think previous testimony explains why. We had
A" IS S
gf’ 4§3 14 voiced opposition to the East half because once you
& =2 s cut a section one way or the other, you are usually
R W e
2’ 222
R ¥ 2 left with the other, and if you make one half, you have
a4 “3. 16
o : -
i 05 the hotter half made.
‘ [4 ':’ 2 17 ) .
- 3% Q In connection with this application, do you have any
. & 2. 18
L o§d in | -
S S objection to the 'designation of Black River Corporation
o Is 19
%2a
T <3 as operators?
b ir m
o - < -
4 x® A Absolutely none.
o« 21
[ £ 4
;‘g o2 0 Regardless of what the unit might be?
R
' g 3h ] A That's correct.
[ :]
‘ Tk 23
§§ Q Do you have anything else to add to your testimony?
3 24

T
>

Well, let me reiterate what I said at first. The

25
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ol

situation here does not call for pooling of any
acreage to get to a 310,43 proration unit. You have
to pool three separate tracts in order to qget ¢ a

322,5 acre tract, so the situation here is considerably

Trhnam mamwnl 3 Aandn MhAvy Acem mem~ Lo do

mmes aonasssssio i pUN A W RELRL Ve

the acreage under the 310 acres, and they can designate
that as a proration unit. If they did so, of course,
I would still think-- I would want them to take similar
action in the East half so there would be a 322 tract
‘then in the East half.

MR. KELLAHIN: I have no further questions.

MR. STAMETS: Are there any other questions of this
witness?

MR. HINKLE: Yes.
k * * K

CROSS EXAMINATION

BY MR. HINKLE:

Q You mentiohed in your testimony concerning a contact

for pooling that you possibly had a phone call?

‘A |We did have a phone call after we got the pooling

agreement on the East half on which we took no action.
We did get phone contact after that, it was not with me,

and I cannot tell you that it did not relate to the

West half.,

Q [;rior to that time, had you advised Black River that

137
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{you would not be interested?
i
A No, I was busy on other matters. -
o vou 3idn't advise Llieid you wouldn't pool the East half?

A INo, sir.
I .
) T AR TINTILTD mhae o YT -
MR, STAMETS:

Are there any additional questions
of this witness?

MR, COOLEY: Yes,

* * * x

CROSS EXAMINATION

BY MR. COOLEY:

Q hr. Rutter, the proposal you make would resiult in
lexcluding the Ballard-Mayes-Miller group in the
ISoutheast of the SduthwestAof Section 3 from participation

in the existihg well, is that correct?

A @hathis correct.
Q Have you discussed this with any persons connected

with Black Rizer 0il Corporation?
A I have discussed the entire matter by telephone with
Mr, Phipps. I think the testimony I gave with respect
to the East haif would apply here. |
0 I would like to delve into it a little further inasmuch
as the exclusioﬂ of my clients' acreage from participation

in the existing well has been brought up. What was

the nature of those discussions with Mr. Phipps?

138
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A They advised me they were going to try and unitize

the entire West half.

L . ~ -

Q Did y6u fihd éﬁédﬁragemen£>ffom‘§6ﬁf cénié?saﬁidﬁé
with Black’River Corporation with respect to your
propusal? I

A Well, the word encouragement could be interpreted in
many different ways. Yes, I was pérsonally encouraged,
I was encouraged that they were not, you might say,
unalte:ably opposed to my suggestion. ;I reiterate
though, I don't think I ought.to be testifyiﬁg about
Black Rivex'sxposition.

0 I am not asking about Black River's position, I am
asking you about your conversations with Black River
about the préﬁosal.,

A I pointed out, and I don't know if Mr. Phipps agreed

with me, but I pointed out my position:

Q £ your proposal were adbpted, it would subject the
Ballard-Miller-Mayes group to the prospect of
participation in the drilling of some well in the
future, is that correct?

A That's correct.

MR. COOLEY: - No further questions.
MR. STAMETS: I would like to clarify a point, Mr,
Kellahin and Mr. Rutter, you spoke-~- when we were off the

record, or it may have even been in the other case, concetning

1329
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|
s
1| the Commission‘s options in this case, and I am only

- | é considering Black River and not considering the other

Y- ---31 pecple,; I thiak just for the purpose of this question, I ' j

pes .

i 4| would like to leave them out, Our optlggg on Black Rlver
S A ¥ 1) t9i3m9§§3“§9§i3 be ertner to deny or approve theﬁww O

| 6 | application, we could not issue an order in this case

- DaLsatminthohaadonl S b P A g 5 o s e STt 3 Y PO St A AR

- y | authorizing a‘zigwﬁiwaere non-standard proration unxt for

. 8 thls well as a result of thls case; 15 that your ogznlon?

. kL WA pare B 4 T T A GBI F AT VR Lo L AT DI Ty SR W S ks A S, ARy e

9 MR KELLAHIN~ That 15 not our p031t10n. It 1s

,,,,, P TN P Ty s R e A LRI e T

mi&‘nw'oplnlon that the appllcatlon has oeen f11ed for forced

P R AU NVREH R T s AT I NIRRT ARy S e

1 pooling of the entlre half sectlon, and 1t 1s my oplnlon

i o R R T N7 TR R s S A AT e ke

12 | that the Comm1351on _can force pool. sgmgthingwleﬁﬁwshﬂn;them

By, SR,

13 entlrevhalf sectlon or the portlon about whlch e are talking.

B L o

dearnley, meier & me cormick -

. 14 | Perhaps it would be academic in any event because. having... . |

v
%
2
Z

seen the C-102 form, they have already dedicated 310 acres

=

‘ MR. STAMETS: Does this constitute a non-standard :
25 . ' Co

I'IO

o3

U n

; L]

w o

zY

o
; z 32z
£ w15
g 32 .
- L 16 to this well and I am sure the overrldlng royalty owners
? 29 LT TR SRy s ST LA MR i S e B P RS A Sl o e T RS fat A niea -
gfﬁ §§ o7 are concerned. So if you deny the appllcatlon, we are left
= 3 Pie] N S ShAie R N e B - Ll g Enbin s SN T i N YR VAN SRR TS AT T 3 T e AR e ST
g b >
: %f w1th a 310 acre anlt.
E I 3 : 18 e A S NS Tt P Y 1 R MO TR S e ns e h
L v s 0 MR. STAMETS: You have left me with the impression
° g
£ X ;
- %o that  if the Commission denies the application, the royalty
N g Y m .

2% .-
2 x " owners represented by Mr. Rutter would have no objection to
L o | ‘
%Lﬁ o2 signing a communitization agreement. p
3 22
; gz . :
s av MR, PHIPPS: We won't have communitization at that
(R 2 23
: s point.

- . 2 24
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i | 1| unit?

- : 2| - MR. COOLEY: I would like ﬁo add‘what little bit

3| T can to this. From the dedication plans, I see on the

(=]
L 4| C-102 form, it indicates the dedication of four hundred plus.
';“ - 5| acres, and I don't know what the Commission files reflect.
[ kP
;g 6| There is furthermore an administrative order, whether it
; a xS ) ' . .
S = 7) is 882 or 892, dated June lst, 1972, approving a non-standard
| —
., Q . . .
e ] 8 | unit consisting of the West half of Section 3, containing
FR R - [ T IR
- s » e 9| 428.5 acres,
1F od |
S _§§ 10 MR. STAMETS: What is the number on that order?
’ . D ,
2{3 2= " MR. COOLEY: NSP-882. The plat, however, that I
Pha > o \
i {g 12 | started to ask Mr. Aycock about had Mr. Berry's signature
p B |
¢ b Eg 43 | on it and showed 310 acres.
L= '

MR, STAMETS

Wi - ! S : hink the alternatives are

————y
e

et isd s

18 clarified in my mind, and you may proceed from this point,

16 Are there other gquestions of the witness?

T SRR R
i .0%

o8
L
xﬂ
uo
s %
o
z3
W n -
22
o .
g d
83
S - ‘ _ : »
2 53 17 MR. COOLEY: Probably NSP-882 should be dealt with
<D
R 3 ] :_Q E
E% in the order.
g ok 18
fy S ’ i
;?Ld w ‘19 MR. STAMETS: Are there any other guestions of
o8
. X ;
étg < the witness?
FX o ] 2 < -
- <9 (No response)
S o A ‘
%1& g% 22 MR. STAMETS: If not, t' ~ - “‘tness may be excused.
i -
o §§ (Witness excused.)
L i MR. ".AMETS: Let's take about a five minute break
g 2 24
EL; for the benefit of the reporter.
& 25 -
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(Whereupon a recess was taken.)

(Hearing continues.)

'MR., STAMETS: The héafing will come to order,

please. Mr. Cooley, you may proceed.
M. CUULET . L. Lawitailel , We nave frive witnesses:
Corinne Grace, Alice Ballard, Charles Miller, Dale Carlson,

and Richard Steinhorst, May we have them all stand and be

sworn?

{Whercuron the five aforementioned witnesses were
sworn by Mr. Hatch.)
MR. COOLEY: I will call first Mfs. Ballard, please.
% "% % *

ALICE BALLARD,

was called as a witness, ‘and having been already duly sworn,
testified as follows:

DIRECT EXAMINATION

BY MR. COOLEY:

0 Mrs. Lallard, will you state your name, please?

A Alice Mayes Ballard.

Q _Are-you‘thehfee owner of all or any portion of the
acreage located in the West half of Section 3 that is

the subject of this application?

A Yes, sir.
Q What acreage is that and Qhat interest do you own?
A I own one-quarter undivided. e
1. —
14z
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1| @ In what acreage?

2| A I couldn't tell you without looking at the map.

3| ﬁi;;tight,'I will hand you armap. |

4 MR. HINKLE: I wonder if we could stipulate-+ we
eVl dee Wbjection to bhuwiugwgggt tnes; interests are, and
6] if you want to, we can just stipulate as to what their

7 | interests are.

g ‘ MR, CbOLEY: That would be the Southeast guarter
g | of the Southwest quarter of Section 3.

10 MR. KELLAHIN: We have no objection,

11 MR. HINXLE: We have-already testified to what
12 { their interests are in the Southeast of the Séuthwest.

13 | MR. COOLEY: I simply want to identify this as

£

14 | being the person,

18 t MR. HIﬁKLE: We will stipulate=£hat these are the

16 persons.

” MR. COOLEY: She now has been identified.

|2 (By Mr. Cooley) Mrs, Ballard, was it you who first

19 notified Black River O0il Company that it was your

20 position that their lease on the acreage had expired?

y | A . I riotified Mr, Miller.

2 MR. HINKLE: Mr. Exaﬁiner, if the purpose of this

2 testimon§ is to go into thé lawsuit, well, it is absolutely

” irreievant because the Commission has no power to determine
title of property.

25
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MR. COOLEY: That is not the purpose,

MR.‘S”AMETS- Mr. Cooley indicated that he would
only take up about thlrty mlﬁ&géé:ﬂand I see no reason not
to listen to these witnesses. Thirty minutes time iswnot
goiﬁg Lo hhffréﬁyrafrus.

MR. HINKLE: I have no objection to listening to
them, but if it is for the purpoge of going into the lawsuit,

it is irrelevant.

-MR. STAMETS: After he has. made his point would
be the point for you to object.

Q (By Mr. Cooley) At any time since your notification of
the Black River Oil Company that it was yoﬁr opinion
that the leases had expired--

MR. STAMETS: I believe she stated that she
contacted Mr. Miller and not Black River.
MR. COOLEY: Excuse me.

0 (By Mr. Céoley) At the time you notified Mr. Miller,
had you been told that there was a probability or a
poseibility of you and your brothers and sisters'
acreaée being excluded from the proration unit to Q;F

dedicated to the well in the West half of Section 3?

A Yes, they:said fhere was no heed to worxy about this

because they would just cut off our forty acres.

Q Who said that?

A Mr, Jim Johnson, landman for Black River.
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11 Q At various times, did they attempt to obtain a new
b 2 lease from you?
3| A Yes, sir.
4] Q After you had notified them that the lease had expired?
s e s|h  ves, sir.
;g 6l Q Would you clarify who that was?
T2 ' »
i E 71 A Well, Mr. Phipps was at our house, and the lawyer,
: .
e EB 8 Mr. Alda. They were there together,
e 7 , ,
= 9 MR, STAMETS: That would be Black River rather
s o
§ 10 | than Mr. Miller?
o = i THE WITNESS: Well, J. W. Miller is who we leased
Lo >
} 2 it to.
e = = 12
‘: ; B s 5. - m 3
§}w {g 02 3 MR. COOFEY. The first time.
3o _ THE WITNESS: Yes. What he did with it, I don't
T |
: z know.,
i aZ
i 53 6|9 (By Mr. Cooley) Would you describe the incident and the
U 3¢
H g ; ’ : :
gt §§ o occasion on which you were told your acreage might be
L] <« D
K LN ]
: §§ 18 excluded from participation in the production of the
%
e . well?
" g 19
; s . . . . .
e S e A We met with Mr, Johnson in Don McCormick's office in
I ax 20
e °Z ; :
: x© Carlsbad, my sister and I, and they wanted to pay us
B 21
o °z ,. :
¢ b i a bonus on this land.
: $3 22 |
FE 30 0 For what?
: is A To renew their lease, I guess, I don't know what else
p g 4 :
it could be. We told them we wouldn't take it until
s ' 25 '
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we talked to the boys, and we finally turned them down
because my brother didn't think it was right, and I

&idn‘ﬁw£hink so either,

Was it after you turned them down that it was implied =

;;a£ you wouldd e caviuuedrs

Yes, sir.

And again, by whom was this stated?

Jim Johngon-- James Johnson, he's landman for Black
Rivér Corporation.

Was that the only time this had ever been indicated
to yéu?

Well, I was told by El Paso Natural Gas in El Paso
that they could just cut us off if we didn't like it,
and I couldn't tell you the man I went to see there,
I went to see Rick Johnson, and he was busy on the
telephone, and I talked to the man in the office next
to his. |

Have your brothers and sisters, since the filing of

this application, executed the oil and gas lease to

' one Michael P. Grace?

Yes, sir.

I hand you what has been marked as Exhibit One, and

ask you if that is the lease to which you just referred?

Yes, sir.

MR, STAMETS: Do you have copies?

|l
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"like now to offer our

MR, COOLEY: Just this one.

MR. HINKLE: Are you going to offer this?

MR. COOLEY: I am.

MR. HINKLE: We have no object%qp:Amwmrwﬂw,
T ﬁr.ré;;i;;;mé;; ;uq sauw Loilsiuer Michael P. Grace
to be lessee of the land described in that lease?

Yes, sir.

MR. COOLEY: I have no further questions. I would

MR, STAMETS: Are there any objections to the

introduction of Exhibit One?

(No response)
MR, STAMETS: It will be admitted.
{Whereupon Grace Exhibit #1 was admitted in evidence.)

MR. STAMETS: Are there any questions of this

MR, HINKLE: Yes.

* ) * * *

CROSS EXAMINATION

BY MR, HINKLE:

Q

You said that you were in Don McCormick's office, the
attorney in Carlsbad?

Yes, sir,

Were you in there in connection with a settlement of

this litigation?

4 7




PACE 52
1] A Yes, sir, ’ A ‘ T
2 MR. HINKLE: That's all,
o -
; 4 - CROSS EXAMINATION , -
e 5 DI i, STAMETS:
_2 6! Q I don't recall if you gave me the date of when the
() "
: L2
o & 7 people that may have been representing Black River
| -
(= . ' .
L (& 8| - or Mr. Miller came and offered you a bonus if you
nE =
OEO 3 would sign a nev lease.
r: ES 103 Well, sir, they were there several times. Mr. Johnson
m .
. E 11 was there several different times, and Mr. Phipps and
© b > ,
-g 12 Mr. Alda were there, I couldn't tell you how many times,
: i. 8 - 13 but they were there. It was after I had written to
= °% .
: x -
C R 3 s Mr. Miller and asked him to release it.
b 5 s |
:; 18 0 Could you give us the dates? Was it during the month
Lo 2z ' '
§ o oL
1 4 W . ?
[ 53 16 of June
SE
SR ©3 7 A No, it was in November or December,
Lo <D
b ii 19712
: i Eg ‘8 Q )
U y 2 .
-4 5; 19 A Yes, sir. _
X
D Ef 20 MR. HINKLE: The date on the lease agreement is
L b Sz
. <9 |June 29th,
L o 2 :
L :% 2 MR. STAMETS: The agreement was made on the 23rd
o ¢z '
f" §E of June, 1972, referring to the o0il and gas lease of Alice
S w i 23 | ‘
. i) Z o
L Ballard et al. I have no additional guestions.
: 2 24
i g
L. : * * * *
E": - ) 25
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REDIRECT EXAMINATION

BY MR, COOLEY:

“Q  Were you contacted more than once with respect to

obtaining or signing a new lease by Black River? |

& Yes, Sir.

Q  Would ybu describe each of the times and approximately
when they occurred?

A I don't know if T can remembex all the %
Miller was there at the house several times, and Horace
Miller was there. Mr. Johnson was ﬁhere_with his wife
several) times, and Mr; Phipps and Mr, Alda were fhere.

Q Did the first of these contacts occur beforé any

lawsuit was filed?

1A Yes.

Q And the cffers continued to be made after the lawsuit
waé fiied?
A Yes, up to just not too hany weekS‘ago.
MR. STAMETS: Excuse me, I missed that last. point.
You have been apprcached by Mr. Miller and the Black River
parties as recentiy as-just a few weeks ago?
THE WITNESS: Yeé.

MR. STAMETS: With the offer of a bonus if you

would sign a lease?

THE WITNESS: Yes,

MR, STAMETS: I understood the last -time was

- 144
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1| DPecember of last year.
2 THE WITNESS: No, that was the first time.
- 3 ~ MR. STAMETS: And these have occurred occasionally
| 4| up to the end of June?
- e N 5! ThHs WLTNLSS: 1 imagine the last part of May or
i ‘ <t
:é 6| the first part of June, I don't know the exact dates.

N ;

- E v * * * *
i |
. o
: {—* '] 8 CROSS EXAMINATION
S =2
= 9 | BY MR. HINKLE:
: oJ : ¢
s b 53 10 Q Mrs. Ballard, all of these contacts you'have made
‘D . :
;fﬁ = 11 reference to conegerning proposals for & new lease,
Sid >
i {% 12 they were in connection_with a compromise of the pending
T =N | L |
r: S 22 13 lawsuit, were they not?
© &5 _
; 53 A Not the first ones.
3 x 14
& W
; z§ 0 But all of these recent ones have been?
g 52 15
. € A Yes.

. a0 53 16| S
§§g §§ 17 MR. HINKLE: I have nothing further.
L L 32 :
5E hd : R
. 33 s MR. STAMETS: Does anyone have any further questions
£
b w of this witness?
P 58 19
H % : * * * *
i iz 2
- xa CROSS_EXAMINATION
. L “: T

Ly o BY MR. HATCH:
: . 2 2217
- oz 1
T EE Q You have not agreed to pool your interests with Black

L °3 : 23 .
: § 5 River?
: lg 3 24
ib, A They never contact us, they pass our house every day and
o - 25 , o )

I

P ‘ m
b v . :
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1 some of the men are working there, and they go by
2 our place to get to their wélls, and my sisters and
~¥| brothers have not received anything in the mail or
4 by telephone or by anything.
- Tl T T T T n omanmme s Ampahies Sustn oo
6 (No response)
- B
P = 7 MR. STAMETS: If not, the witness may be excused.)
o (h
g 8 8 (Witness excused.)
s (]
: E a * % * *
N 4
po 9 | -
i ® 10 : ' CHARLES MILLER,
, = ,
C &= 11 | was called as a witness, and having been already duly sworn,
by > :
. ") testified as follows:
oy = = 12
¥ " i heg
i Q =, 2
. % % g8 13 DIRECT EXAMINATION
x ®© .
R $8 ¢ | BY MR. COOLEY:
h T |
2z 15 Q State your name for the record, please?
o % <
b & A  Charles P, Miller.
3¢ 16 S
4 25 0 Where do you reside?
g 2 v .
33 A Hobbs, New Mexico.
, ’fs{ g: 18 -
b ;5 1 Q By whom are you employed?
E °oa
& I
: f Ef 20 A I am a self-employed consultant,
lu § i
: x % Q Consultant what?
iy ©;
e s 0 A Geologist and engineer.
: ..\( 22
H o 2
R 38 10 Mr. Miller, have you previously testified before the
i ni 23
T e 2 o
L 0il Conservation Commission?
K 3 24 _
. A Yes, sir.
: 25

e T

8,
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0 And have your qualifications as an expert witness
been accepted?

‘A Yes, they have. N

MR. COOLEY: Mr. Examiner, may we-- -

“Mmﬁg;ra;nMu;S; VTQ;W;LQL;;;fmggg;;Licatlons are F

accepted.

MR. COOLEY: We would like to have this marked
as an exhibit,

MR. HATCH: This will bhe
(Whereupon Grace Exhibit #2 was marked.)

Q (By Mr. Cooley) Mr. Miller, have you,at the request of

m%i'Michael P. Grace, prepared a land ownership plat

of the acreage in the West half of Section 3 that is
the subject of the pending application?

A Yes, 1 have.

Q Then to the best of your ability from takingvtheéé’
matters from the records of the County Clerk's Offiqe
in Eddy County, New Mexico, do these reflect correctly
the records of ownership?

A As nearly as we can determine, ves.

Q As an expert consultant geologist, have you had occasion

to make a study with respect to the Morrow sand, the

producing formation underlying the West half of Section 3?

A Not as much as I should, because we never do as much

as:we should, but I have made quite a study of it, vyes.

kXA
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1l o Based on the information you have obtained from the
2 various records-— I assume you have consulted well
| == 3 files with respect to the producxng wells in the area,
4 is that correct?
) T M : &3 - EE:S ré ';Sir.:.:
;ﬁ 6| Q And you have examined these?
?Uﬁ .2
. o 71 A Yes.
ST -
. Q : , . . ‘ .
N (& 8|0 From your examination of all the information shown and
b . : B
?% 9 - available to.you. do you havs an opinion as to whether
(2] (% 4] ’ ;
o P . . ’ :
b § 10 the entire West half of Section 3 is productive of
: D
}{3 1= 11 gas from the Morrow formation?
f b > ’
. 2 12124 I consider it as such.
i EE ¢
i S :s 0 Do you feel that this acreage could be drained by the
88 B
gr& 1% e existing-well in the West half of Section 3?
5 : 2 X
L3R A ¥ u .
¥ :; 512 Could I have that question again?
O ] 2z
i o .
R §§ 1612 Do you feel that the existing well in the ‘West half
i o s
E L. ax
- B 38 4 of Section 3 will effectlvely and economlcally drain
Ty <
R B *9
' e 18 the West half of Section 3?
s PP I have doubts about that.
20 :
. e e s 2 3
ggf 5; 20 Q Have you examined the permeability and porosity of
EE TN 2« )
x5 these wells?
519 o ; 21
: oo
s a 22 [P From samples or on what basis?
¢z ,
gt §§ 23 0 Any bases available to you,
P n k
s > o
is 2 I I have examined the logs, yes.
‘ ?EH 25 0 What lgives»you your doubt with respect to this?
Lflr \3 3
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A Well, my general experience with the Pennsylvanian
Section leads me to question how far the drainage
rwill reach out.

MR. COOLEY: I have no further questions. =

MR. STAMETS: Are there questions of this witness?

MR. KELLAHIN: Yes.

* * * *

CROSS EXAMINATION

Q Mr, Miller, did you hear Mr. Rutter's testimony?
A Well, Mr. Kellahin, I wasn't in here all the time.

Did‘you hear his suggestion for the drilling of an

10

additional well which would inciude the aCreage in the

“Gf "the South n&if 6f Section 32
A Yes, sir.

If you are correct, a well located in the West half

<

of‘Section 3 will not drain the Sduth half, and
therefore, would it be indicated that another well
should be drilled there?

A That's ihe normal sequence it’would follow, yes.

MR. KELLAHIN: That's all I have.

* * * *

REDIRECT EXAMINATION

BY MR. COOLEY:

Q Would this be proven after the well. has been produced?

\8’4
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1 You wouldn't recommend drilling another well in the
2 West half of Section 3 at this tlme, would you, until

métr” you have some produCLng history?

4| A It would be much better if we had production deoline.

3w fauat would bc thig uest evidence of what one well would
s 6 drain?
ek
Ig
§§ 7| A It would give us a very good idea.
o :
(35 ] ) 8 * * * *
Q
= e
- 9 CROSS EXAMINATION
o0
s
B 10 | BY MR. HINKLE:
o b) ‘ :
= Q You really have no information on which to base your
- 11
{g . i2 conclusion at the present time as to drainage of the
w4
8 o3 13 well in the West half of Section 3, do you?
- ¢o: o )
: o T 2P v ma s wa [ R T 1
I i4 [ S+ MWYS AU MuLEe wian anyooay else,
@ :
:; 159 You would be in a better position to reach a definite
Jz
[< ) } SO - : -
§§- 16 conclusion after there has been considerable production
[+ N 4
oW
§§ 17 and there has been a decline curve?
o @O
2 _
§E 813 That applies to any field, vyes.
p i ‘
g: 192 That might prove that one well would drain much more
%0
I
L
. 2 .
i 20 than 320 acres
-
%9 21 A It's altogether possible that it might drain less too.
[
. Z.
3 2 * * % *
i3 22
0+
F CROSS EXAMINATION
2 < 23
e BY MR. HATCH:
3 24
5 o] Do you have any opinion as to whether or not the
2 . :

{4
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Southwest quarter of Section 3 is productive of gas?
A I believe I have answered that question.
'Q I aidn't hear it.

A Didn't you ask me that?
| MR, COOLE?: oust ansWér his Qﬁestibn;

A Yes, I consider it as such.

MR. HINKLE: It is productive?

THE WITNESS: Yes, it is productive.

MR, STAMETS: There have been other expert witnesses
who have’testified that a well in the Wést half at the |
proper location would effecEively and effiéiehtly drain the

West half.

THE WITNESS: I respect their opinions, but I

MR, STAMETS: Are there any other questions of
this witness? N -

(No response)

MR. STAMETS: If not, he may hbe excused .

(Witness excused.)

MR. COOLEY: We would like to introduce our Exhibit
ﬁumber Two,

MR, éTAMETS: Are there any objections to the
introducfion of the exhibit?

(No response)

MR. STAMETS: It will be admitted.

ISk
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(Whereupon Grace Exhibit #2 was admitted in

evidence,)
. MR. STAMETS: You may proceed, Mr. Cooley.

MR. COOLEY: Mr. Steinhorst?

RICHARD STEINHORST,

was called as a witness, and having been already duly sworn,
testified as follows:

DIRECT EXAMINATION

BY MR. COOLEY:

0 State your name for(ﬁhe record, please?

A Richard Steinhorst, Jr.

Q Where do you reside?

A  Lafayette, iéuisiana.

Q By whom are you employed?

A By the Gtacés»as a consultant.

Q- What is your specific employment and educational
“background?

A IAhave éualified befére the Commission-- unless you
persdnally want to know.

0 _Are you a consﬁlting gngineer?

‘A Yes.

Q Mr. Steinhorst, state briefly--
MR. COOLEY: Are the witness' qualifications

accepted?

.
U0 e W T L e e b L e . . [N P
R S e ey -y

187
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MR, STAMETS: They are.

(By Mr. Cooley) Mr. Steinhorst, have you prepqged any

7co$t”éstimates with respect to-the drilling of the
well, or of a similar well to that which has already
peen drilled, in the East halfw— or the West half of
Section 3? E
I have.
Do you consider the well costs which have been testified
to“by Mr. Aycock to be reasonable under the circumstances?
I would sayitheyrwere extremely reasonable. |

IMR. HINKLE: What was his answer?

THE WITNESS: Extremely reasonable. I don't

believe them,

0

question that was previously put to Mr. Miller as to
the capability of ﬁhis particular well to drain thé
entire West half of Section 3?

I think it is questionable.

bo ybu féel that subsequent production history should
be obtained before the ordering of drilling or the
preventing of drilling of any additional well?

I definitelytdo. In other words, the iﬁformation that
has been given by: the expert testimony prior to this

is not substantial ehough to make a determination as

to the advisability of another well at this time.
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How much pruduction history do you feel would be

required in order to make this determination?

You need several months of production in order to

determine performance.

bo you feel the matter should be reviewed with respect
to the capability at some particular time in the
future by. Cormission?

I do.

What period of time would you suggest?

I would say either quarterly or bi-annually.

Every three or six months?

Every three or six months, yes.

This wouldn't be a continuous thing, would it? There

<

would be a time when you Gould determine from your

production history that it either was or was not doing

the job, isn‘t that right?

Yes, you could determine that within probably six to
nine months. Very definitely, withih three to six
months, you could have a trend established as:.to what
you thought was occurring-- what I'm'irying to say is
you would have the information available £o substantiate -
the information that has been testified to. |
Summarizing yéur testimony, you feel thaf at this-time,
it would be inappropriate to permit the drilling of

more than one well per half section?

1S9
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A Right.

Q And that in some future date, in six to nine months,

_—_ﬁﬁéVCSEhiséIEQ ;hould review the matter in light of
the production history and make its decision at that
Laie 88 tO WhELNus wuadliiuviias wells should be permitted,
is that correct?

A That's correct.

MR . OnNnt.ev. T hamra wna i
s aana sSeWn - - -

e msee @ - v v .a ~

MR. STAMETS: Are there any questions of this
witness?
MR. HINKLE: Yas,

® * * *

CROSS EXAMINATION

BY MR. HINKLE:

Q I believe you testified that you didn't think the

well in the West half of Section 3 would drain the

whole half sedtidn, is that right?

A That's . right.

Q There might be some-qﬁestion about it?

A I think there is some reasonableidoubt.

Q How much of a study have you made 6f that area?

A Only from just the facts that have been presented here

aﬁ”this hearihg, and what Mr. Miller has done.
Q When did you start your study?

A This was started on June 24th.

160
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L 11 Q And have you examined the production records of all
- . 2 the wells in the East half of Sections 33 and 34,
T the original discovery wells &p there?
- . '
4| A I looked at them and they look pretty good, but I
wn 4 LI L have LU0 el Lidsituiye
_g 6/ Q Do you have any reason to believe from the production
j = g of those wells that they will not drain more than
| —
. © 8 320 acres?
HoQ . s
o=a 9| A I think there is very reasonabie doubt irom the
b > 10 reservoir data available that they will,
'S . |
e E 1nl@ That they will?
D >
-g \ 2|2 I think there is reasonable doubt that they will drain
f cs
8 Se : the area,
2 13 ,
[ 22 alo But yéu wouldn't know definitely until vou got more -~ -
it x x iy -
g b u W B ‘
: 2z 15 reservoir data and you could then be convinced the
{ 2% : :
2 g% .
;‘ e 16 other way that these wells could drain as much as
S lm 9.3 640 acres, is this true?
15 2 ¥
‘ i §‘J.‘ A This is all true, ves.

j e 2w 18
£ ~ < . s .
irm ;: 19 Q So you can't say definitely they won't drain it?
:s * -
P <o 20 A I would say that your reservoir characteristics are
[ b - q : X
55 21 not very conducive to that type of drainage.
e 0 « u
B S , | .
. ;% 2 Q They are large wells though, aren't they?
: 32
iz 2 A They are good wells.
e g
iz 2e Q And in a lot of cases, the Commission has granted
. &
. 25 640-acre spacing on wells that are not nearly as good

s
TR
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as this, you know that, do you not?
A That's true.’
HR. HINKLE: That's all I have.
MR. STAMETS: Are there any other questions?
{NO responsc;

~ MR, STAMETS: If not, the witness may be excused.
{Witness excused.).

* * * - R

CORINNE GRACE,

was called as a witness, and having been already duly sworn,

testified as fdllows:

DIRECT EXAMINATION

BY MR. COOLEY:

Q  Mrs. Grace, vou are the wife of Michael P. Grace?
A Yes, I am,
Q Are you the Cooperator in the Southeast quarter of

the Southwest quarter of Section 3, part of the acfeage
under consideration in this application?
A ‘Yes, I am,
Q You are aware, are you not, of the conflicting
applications of yourself and Mr. Grace and Black River
Corporation to be the operators in this half section?
A> Yes.
Q Would you state as briefly as possible to the Examiner

why you feel Mr. Grace should be selected as operator

; .
: i .
et S Y I

XA
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as opposed to Black River'Corporation?’

Because I feel the people who have little forty-acre

tracts Shiould be given a vote in thie"oooofry jost as
the big people are. We ali should have one vote,

sy husband's character has been smeared and his ability
has been smeared, and I have heard testimony herer
today that no one can reach Mrs. Ryan and‘Mrs.»Cretack,
and I have spoken to them twice in the last two weeks,
and I think they have been ignored. These people

have gone cut and drilled wells and then come to the
Commission and told them that they are proper and
correct and that the Commission must rush, rush, rush

because they have drilled these wells. Why didn't

" they rush, rush, rush to the Commissicn before they

well where he didn't do everything in his power to
communitize the people and ask them to join before he
ever went to the Commission, plus before he ever much
less drilled the well,

pid you and your husbaﬁd contact the varicus working
interest owners in the West half of Section 3 with
respect to/yoluntafy“communitization priox to today?
We thought that Black River had the working interest.

You misunderstood my question. Have you or your

‘husband telegraphed or otherwise attempted to commuﬁicate

163
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o

with the various working interestvdwners of the

underlying West half of Section 3 with respect to

'“bbluntary'coMﬁﬁnitiééEﬁéh‘prior to proceeding with
this application?
FIN XeS, we have.

Did you contact all of the owners that yoh were aware of?

L o

Yes, sir.

o

Did you do a title’examination to ascertain who might
own the overfiding royaltyﬂinterestS'in the acreage
in qﬁéstionf
A Yas,’we did-- we did not contact the overriding royalty
interest owne?s.
Q But you did contact all the working interests?
Yes, sir.
MR. STAMETS: I would like to clarify that point.
You contacted the working interest owhers and any royalty
i&éerest owners, but you did not zcontact any overriding
royalty interest owners, or'are‘you including all the
royalty interesﬁ owners under the overriding interest owners?
TﬂE'WITNESS: Well--
MR. COOLEY: Only the fee royalty owners, the
Ballards and the Mayes. '
MR. STAMETS: Okay.
Q (By Mr. Ccoley) In the event the Commission should

approve your application for forced pocling and make you

164
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» 1 and Mr, Grace operators of the well, what wauld be |
, o .
- , 2 your proposal with respect to the Cities Federal Number
oo Ty i wWeilz o l
~
I : 4| A We would reimburse them,
|| - 5% ivi the actual eacuiii UL cie expenses that have been | -
;é 6 testified about here today? )
= X
o E 7| A What they have spent.
- .
. o .
A :g 8|Q The witness Mr. Steinhorst testified that he felt
g
2 EE 5 $146,650.74, the figure testified to by Mr. Aycock as
{ e - . .
AR § 10 being the total cost of the well, was extrenely
: (<1 _ : » N
gf} = 11 reasonable--
L > _
éga {E 12| A I'm sorry to interrupt you, but we would like to see
i ) ' , ’
P b $§ 13 how they:break it down and how much it was a foot.
%Eﬁ 4|9 My question is would they be reimbursed for the total
? 15 sum that they have testified to with respect to their
;g y
;Ls 16 cost?
ifg AL Yés, we consider those costs'quite reasonable.
£ by

18 |2 And you would agree to $135.00 per well per month, the

1216 FIRST NATIONAL BANK BLDG, EASTOALBUQUERQUE, NEW MEXICO 87108
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10 operating charge suggested by Black River? E
”: 2 A Yes, sir. |
;ﬁ? L Mrs. Grace, I made the statement earlier in this case E
%i# 2 that the location of thg'weil as advertised, or as ;
%i: 2 at least stated in the docket that we have before us,
{ ; 2 referring to the well locatio? of 1980 feet from:the
%:; 25 Sogth line as opposed to 1980 feet from the North 1ihe

I ‘ 165
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is a typographical error, could you verify that?

Yes, it is.

And it is not your intention or purpose in this case

to drill an additional well in the West half of Section 39
swwv, I wouid consiuer chat a great waste,
- MR. COOLEY: I have no further questions.

* % * *

CROSS EXAMINATION

9 | BY MR. HINKLE:

10 Q
it
12

13

15 [ Q
16 | A
17

18

e

19

21

22

23

24

25

0

Did you know anything about the application when it
waé filed, Mrs. Graéé, the application that was filed
by the Ballard-Miller-Mayes group? Did you have
anything to do with the filing of that application?
Yes, sir.

Why was it filed by them and not in your naméf

Because at that time, my husband had not taken the lease

-from escrow, but he has now,

fbu had-an‘aéreement‘whereby you might acquire the lease?
Yes, sif.

Out of escrow?

Yes, and since the date.ofAthe'filing, he’has taken it
out of escrow,.

Did you know at fhat‘time that there already had been

a well drilled on the West half of Section 3?

Yes.

\bb
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And you knew at that time that there was a question

as to title in the Southeast of the Southwest of

'Sectlon 3 because of the lawsult pend;ng’
We paid them for the lease./

You know that the lawsuit pending involves title, do

you not?

Would you like it if we went and drilled a well on your

lease?

But this is not your lease, they didn't‘drilllon your
forty acres,

They 4didn't ask Mrs. Ballard ot Mr, Mayeé or anybody
=lse #£ thay could,

It is true, is it not, that all you can claim is forty

-acresy;.wheareags Black River has all the rest of the

acreage in the West half?

Sir, 1 consider forty acres very important just as I
consider my vote very importaht You may be a rich

ranchman, but I think your vote equals mysvote. If

the Commission didn't stand for somethin§ like\that,
we wouldn't have a Commission. The big people could

just go drill and say, "That's mine, because I got the

-most land."

So you think it is equitable to allow them to go ahead

and drill the well?

I didn't allow them to go ahead and drill the well and

167
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1 the Mayes and Ballards didn't sllow them.
- 21 0 At the time they drilled the well, they had all the
iR '~ 3}  acreage except for forty-seven acres. 3
4! A The Ballards and Mayes didn't allow Mr. Miller to
- - 5 drill a well, they informed him that he had not paid
¥ 6 his rent, and they had their lease and théy sold their
| ot u [ -
i = 7 lease to us., Now, what more could they do?
} . -
: Q PR
i W 8| Q You have just testified that you are the one that got
P = ‘
= 9 the Ballards to file the application.
f - o8 o )
§ 0|2 We did not get them to, they had an attorney.
! D
P = 1110 You said you knew about it,
. =
‘ % . 12|A I said-- of course, I knew abbut it.
B S E
. 8 o3 1319 Pidn't you and your husband advise them to go ahead
= ¢k :
£ x © ) e
e §S  ea and file thig?
ti z x L
% -4 (S
:f%gza_ gE 15| 2 ‘They have an attornrey.
oy o . .
| ba §§ 1612 Did Mr. Cooley file this application?
oz ’
e §§ |2 Their representative in Santa Fe filed it, and Mr,
‘ ‘-,., M . ‘ '
; 33 18 Cooley came to Santa Fe the next day to check it.
iope L =
[ ~ <
- . 19 MR. HINKLE: That's all I have.
28 |
e ‘e * * * *
; . - g! m :
j b ‘ZS
: 5 CROSS EXAMINATION
gy L] ; 21 C
< o-o )
. s ar ‘ BY MR. HATCH:
oz 22
v §§ 2 Q Who is their representative in Santa Fe?
. e
ia A Our secretary.
P g 24
L Q Is she a representative of the Graces or a representative
= 25 | ' .
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PAGE 73
of Alice Ballard, Amelia Miller, Thurmah Mayes, and
John A. Mayes?

‘A Our secretary Qas‘ddiﬁg it for them, Aégéh§§iﬁﬁ£eered
her services to do it for them, and they came down
lleX& and tiled tiiw létter, and then Mr. Cooley came
the next day, |

Q Then Yyour secretary filed this applicatién, is that
right?

A Yes.

Q You just said you didn't have anything to do with it.

A S8ir, I was.in- Chicago, Illinois.

| *® ‘ * * x
CROSS EXAMINATION -

'BY MR. HINKLE:

Q Mrs. Grace, you had something to do with it.

A I didn't have anything to do with it, but I was quite
aware of it,
* B ] * *
'CROSS: EXAMINATION

-BY MR. HATCH:

Q Mrs. Grace, I hand you the application in Case 4765;
- and if you will notiée how that is signed, it is signed
by Dorothy Harvey, and I see Corinne Grace typed there.
I would read it as Corinne Grace being agent for Alice

Ballard, Amelia Miller, Thurman Mayes, and John A. Mayes,

|69
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and it is signed by Dorothy Harvey.

A Well, that is a mistype because Dorothy Harvey was

" agent for them, and they told her she could sign this

for them. I suppose it got typed that way because of

EVE T | -

N U I T, N ’ - -
SrATUR LalCugel UTLTPATNT Shaawe

® * * x

" REDIRECT EXAMINATION

BY MR. COOLEY:

Q You say that you paid. the Ballard-Mayes-Miller group
for thé lease that is Exhibit One, would -you tell the
Commission the amount of money you paid fox that lease?

A We have given them $10,000.00, but we have to give them

more money.

Q You are contractually obligated to give them ﬁbfé'meﬁéy'
after the determination of the lawsuit?
A Yes, sir.
Q . ’How much -more money?
A Fifty doliars an acre.
MR, HATCH: Do you know who contacted Mrs. Harvey

to ask her to file those applicatiqns?

THE WITNESS: I know Mrs. Ballard and Mr. Mayes
talked to her. Theyfdefinitely talked to her, and my
husbanu .alked to Miss Harvey also. They talked to her and
authorized her to do it, or she never would have done it.

MR. COOLEY: Miss Ballard is here to testify if

\ o
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' 1| there is any question concerning the authbrity. N

- | 2 MR. HATCH: I have no further questions.

| | 3] MR. STAMETS: Are there any additional questions?

ol

4 | (No response)

su w il MRe STAMITCD . 77 Lo, Lis wailiess may be excused,

iw _z 6 (Witness excused.) ‘
v ; E 7 | MR. CCOLEY: No further witnesses. U

= _ ,

! P 8 3 MR, STAMETS: If there are no other witnesses in )

b | § 9 the case, ,I would like to call upon Mr. Traywick, who is

:“, § 10 | @ representative of the U.S.G.S., to just advise us of what

&m aEi 11 the policy is of the U.S.G.S. in approvihg situations such

j’_,,; "GE>; ) 12 | a8 this:when less than standard acreage has been communitized

{“: g g?-: 13 | @8 in the two cases under consideration today in Section 3;

?a "E:(E et : MR. TRAYWICK: I will be-glad toc answer that question

" fg 15 | °F any other. questions related to it.

i 3z , .

t §§ 16 A federal lease gi‘v‘es the lessor and iessee or

Mw gg o working interest owners the right to drill the lease

5‘ é% s regardless of state statute regarding spacing units o: whatevér.

?ﬁ §§ 19. SO( ve would approve a 1ocatiqn even though we knew that a
- ‘::g 2 portion on the spacing unit set up by the Comnission previously
:“ gé 21 might not be committed. We would have mno authorit;,y under
L ;,‘E " the Mine Leasing Act to deny a location because a minority
. Eé 2 interest in the drilling and spacing unit took a non-concerting :
- §3 24 positioﬁ with respect to a well, 4

; ; ‘ . Now, if I can go on a little further. Suppose

L o 17)
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a non-concerting position came from another federal lease
in the same spacing unit,_they would file a notice to drill
ana we would be obligated to approve>it. of ¢§ursé, n; B
prudert operator would do that, except it has come up where
Liiwiv Las been a fairiy equal proportionment in spacing
units where the entities could not agree, and in these
cases, we have advised the individual leases that we would
approve well locations on each lease. These matters have
alwave been settied before an actual notice was filed, so
we do not have an actual case in which we took action.

MR. STAMETS: Dp you normall& advise an éperétor
who is drilling a well that he may or‘may not be allowe@
to produce the well if he does not have the required acreage
dedicated”to it?

Mk. TRAYWICK: Yes, we would contact him and attempt
to resoive the mattér in a way which would be compatible |
with the State spacing regulaﬁions andkcompatible with
orderly development and'production of the field. This point
is: well illustrated by our routine policy on pfoven
communigization agreements where the spacing unit is over

the tolerance provided by:

ot

3
b

0
3
1
]

ommission. We ask the
operator to notify us when administrative approval is granted
so we know it can be produced. Does that answer your question?

MR, STAMETS: I think it does.

MR. TRAYWICK: There are cases where we can hold

1z

S



Sy

-

=

ick -

y, meier & [mic corm

dearnie

200 SIMMS BLOG.¢P.O, BOX 10020 PHONE 243-66019 ALBUQUERQUE, NEW MEXICO 87102

1216 FIRST NATIONAL BANK BLDG. EAST ¢ ALBUQUERQUE, MEW MEXICO B7108

o

(-1

10

11

15

16

17

18

19

21

23

24

- 25

PAGE

77

not&ce,of intention to drill up.

MR. STAMETS: I asked Mr. Traywick to make that
statement more for the”varidus“partieS'COﬁcérnedjhére'as“
to why' wells could be»dfilled without having all of Fhe
acrueage necessarily communitized at fhe time.

MR, COOLEY: May I ask if the Oil Consexvation

Commission has a similar policy?

MR, STAMETS: I do not wish to speak‘out'on a legal
point, | o o

MR. HATCH: I will ﬁake a thorough review of all
the cases to answer that inquiry. I ém of the opinion right
now that wells have been allowed to be drilled without all
the required acreage dedicated at the time they are drilled,

but with respeqt to that, they have not'been produced. until
standard proration units are approved,
MR. COOLEY: I think it would be an extremely
helpful gﬁi&éliné £o all the operators in -the Stafe«if we
knew what everybody's position was with respect to this
because there have been times in the historyjof the Commission
where you could not drill without first_having consolidation,
and then you have the situation with state and federal acreage.
MR. STAMETS: Mr. Cooley, I imagihe if you put
the question to the Commission that you would rece;ve a reply

in relatively short order. I'm not guaranteeing that because

I'm not the Commission,as you well know.

\ 13
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Are there any statements in this case?

MR. KELLAHIN: If the Examiner please, I hate to

“impose on you, the only thing we are concerned with is the

question of correlative rights, and I think Mr. Rutter has

- .

madc vyl position abunlainitly cleas, ‘he only thing I
‘would like to point out is that at present, the state of
gas production in the State of New Mexico and the energy

crisis:that it could be adjusted through some kind of

proration formula just. isn't true unless we change

ol [a 3ot
D

L]
Al

system of proration somewhat. The problem here, referring

to the West half here, in the West half, we have 407.20

acres and then immediately north, you have 320 acres dedicated

to a well. They are going to both produce the same amount
of gas, assuming they- are heth ecgually good wélis, but

that does not take care of the correlative. rights. The 6nly
way they can be protected is to deny the application insofar

as the 407.20 acres is-concerned by eliminating the South

the unit 310;43 acres, which is very, very close to a
standard unit, particularly whenfyou consider the size of
these sections. It has been pointed out fhat the additionai
acres can be taken care of by dedication to ahother well

to be located to the.south, and that would be a logical,

solution. The only other way would be some form of ratable

take order that might or might not work. We submit that

half of the Southwest quarter from the unit. That would make
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in order to protect the correlative rights of thé‘owneré
under the 310 acres that the application should bg den;gd.w
MR.uHiNﬁbﬁg VIrmigﬂg éééférin réély, briefly,
" that if this Commission takes Mr. Kellahin's suggesfibn, it

E P T T s I T T o S, &5 5

SO0 Agad Lo oyt noh o Zol, Lul ueverald awil-stanaard
units, and the crossing ofzééction lines. The sugéestion
that has been made here would consist of parts of Section 2,
the South half of Section 3, and a part of Section 4, just
a long, narrow unit. This-would cause the driliing of
unnecessary wells and be an economic loss, and the Commission
has never, so far as I have known, in cases where we have
irregular sections, gone beyond the section lines. They
have always included the unit within the sections, and I
think that is a réal sound policy. So in my opinion, the
two applications for two non-standard units, both of'them,
should be approved.

MR. COOLEY: The question seems to get down to
whose ox is being gored. The leaseholders in the North half
of Section 10 would have their correlative rights violated
by drilling additional unnecessary wells somewhere in the
South half of Section 3. I feel that Section 65:3-14 élearly
directs the 0il Conservation Commission to avoid the drilling
of unnecessary'wells. Mr. Rutter's own testimony is that

an additional well will not recover any additional gas, but

would be only drilled for the purpose of prétecting his

1'15*
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and related interests, which are rather insignificant

overriding royalty interests when you compare them to the

expenditure of an additional $150,000.00. I can't understand

how the total overriding royalty value, the total overriding
yoaralts salue thal is Iopresented by ﬁr. Kellahin, how

theéir rights are violated anywhe;e neér the‘extent of
$150,000.60. But they are proposihg that someone spend
$150,000.00 to protect them. I am sure that the Commission
can devise some fashicn of a ratable take order or something
of that fashion that would serve to protect the oversized
units’and:permit them to produce an additional quantity of
gas. Proration may come to péss, which will take care of
that. There are many avenues of approabh available instead
of requiring the »
If it develops that,in order ;o‘devélop the gas,additional
wells,néed to be drilled to avoid underground waste and to
avoid ieaving urirecovered gas in the ground, that Qould be
a totally different matter, but that will come, if at all,

in s8ix to nine months,

With respect to:the question of who should be

zf nominated by the Commission, or selected by the Commission,

as operator of the West half of Section 3, we have direct
conflict. When looking at the land ownership plat, it woulad
appear that roughly seven-eighths of the working interest

is owned by Black River, while only one-eighth is owned by

1l
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Mr, Grace. Now, this is not the case as was testified to.

They only own one-quarter of that seven—eighths, so they

own possibly sixty to seventy-five acres, net acres, as
opposed to forty-seven net acres ownad by Mr. Grace. So
"there is this great discrepancy between the actual amount
of net working intéreét owned by the two applicants. Cities
Service has the largest net working»interest ownership in
the unit, and they have not applied to be operator for one
reason or another, but any argument that might be advanced
that the majoritf of the acreage should be-- the majority
owner of acreage should be designated operator, the
Commission should keep in mind that Black Riber‘s interest
is only seventy-five acres, as opposed to sevenneighths of
the entire drilling block.

I have no further comments.

MR. HINKLE: I would like to just comment for a
second here. It is true that Cities Service does have a

half interest in these leases, but Black River obtained a

farm-out to drill the discovery well from Cities Service--

Arapahoe has a quarter interest and Black River has a quarter

interest, but Black River is the operator by reason of an
opefating agreement whick has beehventered into between
Cities Service and Arapahoe. So Cities Service and Arapahoe
have designated Black River as operator.

That's all i have.

V177
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"COUNTY OF BERNALILL

STATE OF NEW MEXICO
). ss
0 )

I, RICHARD E. McCORMICK, a Certified Shorthand Reporter,
in and for the County of Bernalillo, State of New Mexico

do hereby certify that the foregoing and attached Transcript

of Hearing before the New Mexico 0il Conservation Commission

~was reported by me; and that the same is 2 true and correct

| *&cord of the said proceedings to the best of my knowledge,

skill and ability.

ii:i3;2?zzg;¢ﬁu<;ﬁ??

ERTIFIED SHORTHAND REPORTER .
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KELLAHIN AND FOX

ATTORNEYS AT LAW
500 DON GASPAR AVENUE
POST OFFICE B0OX 1760

SANTA FE, NEW MEXICO 87501

Oct, 11, 1972

JASON W, XELLAHIN
ROBERT E.FOX

0"}\I;Ufls\§ “Tg;spuon: 982-4318
LR ﬁn}?}“eon\sos -

-';/U

W.THOMAS KELLAHIN

SR oy ol Kok VR M . e v Ly

&PCT I3 7;*;

L COA",,~ -

dl]fa

O

YIOFJ /IU[

C(n

Mr, A. L. Porter, Director '
New Mexico 0il Conservation Comm1381on

P. O, Box 2088

Santa F Fe, New Mexico 87501

Re: 00€ Case No. 4765

Dear Mr. Porterz

074}
I have been informed that Cases No. 4763 and 4
scheduled for hearing on the application ‘of Rutter
and Wilbanks Corporation for hearing de novo, will
be continued to November 15, at the request of Mr,
clarence Hinkle, attorney for Black River Corporation,

(o S
Confirming our telephone conversation, this is to re-
quest that Case No, 4765, also secheduled for hearing
de novo at the request of Rutter and Willbanks, be
continued to the same date for the reason this case
involves the saine unit as Case No. 4764, and we would
utilize the same witnesses and testimony in these
cases,

(i&aﬂt&mx w. IYellad -
Jason W, Kellahin

JWKsss
cc: Mr. William J. Cooley

i
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"""" "BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN TIE MATTER OF THE HEARING

__CALLED BY ‘THE_OTL_CONSERVATTION

_COMMISSION OF NEW_ MEXICO_ FOR
THE PURPOSE OF CONSIDERING:

CONSOLIDATED CASES:

APPLICATION OF BLACK RIVER CORPORATION
FOR COMPULSORY POOLING AND NON-STANDARD
PRORATION UNIT, EDDY COUNTY, NEW MEXICO.

APPLICATION OF MICHAEL P. GRACE AND
CORINNE GRACE FOR COMPULSORY POOLING
AND NON~STANDARD PRORATION UNIT, EDDY
COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

‘ This cause came on £or hgaring atc 3 ‘a.m. on Jﬁiy”12,71972,
-at santa Fe, New Mexico, before Examiner Richard L. Stamets.

NOW, on this . _day of August, 1972, the Commission,
a quorum being present, having considered the testimony, the
record, and the reconmendations of the Examiner, and being fully
advised in the premises,

PINDS:

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

{2) That the applicant, Black River Corporation, seeks an
order pooling all mineral interests in the Washington Ranch-
Morrow Gas Pool underlying the W/2 of Section 3, Township 26
South, Range 24 East, NMPM, Eddy County, New Mexico, to form a
407.20-acre non-standard gas proration unit to be dedicated to
its Cities "3" Federal Well No. 1, located 1980 feet from the
North line and 1980 feet from the West line of said Section 3.

(3) That the applicant has. the right to drill and has
completed its Cities "3" Federal Well No. 1, located 1980 feet
from the North line and 1980 feet from the Waest line of said
Section 3 in the Washington Ranch~Morrow Gas Pool.
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Cases Nos. 4764 and 4765
Order No. R—-4354

{4) what the applicants, Michael P.- Crace II and Corinne ~~ | -

Le,-_;,—:,.,;

Grace seek an order pooling all mineral intaraate in tha Washing—
ton Ranch~Morrow Gas Pool underlying the W/2 of Section 3, Town-
ship 26 South, Range 24 East, NMPM, Eddy County, New Mexico, to
form a 407.20~acre non-standard gas prorvation unit to be dedicated
to the Black River Corporation's “cities “3" Federal Well No. 1,
located 1980 feet from the North line and 1980 feet from the Wast
line of gaid Section 3, a completed gas well in the Washington
Ranch»ﬂorro“ Gas Pool.

(5) That both applicants, Black River Corporation and Michae
P. Grace II and Corinne Grace seek to be named operator of the
unit to be pooled.

(6) That Cases Nos. 4764 and 4765 were consolldated as
both cases Involve the same lands and well.

(7) That the evidence .ndicates that the entire W/2 of the
akove-described Section 3 can reasonably be presumed productive
of gas in the Washington Ranch-Morrow Gas Pool.

(8) That the entire wW/2 of the above-described Section 3
can be efficlently and economieally drained and developed by the

‘Cities 3% Federal Well No. 1.

(9) That there are interest owners in the proposed non-
standard proration unit who have not agreed to pool their interest

(10) That to avoid the drilling of unnecessary wells, to
protect correlative rights, and to afford to the owner of each
interest in said non-standard unit the opportunity to recover or
receive without unnecessary expense his just and fair share of
the gas in said pool, all mineral interests in the Washington
Ranch-Morrow Gas Pool underlying the W/2 of Section 3, Township
26 South, Range 24 Fast, NMPM, Eddy County, New Mexico, should
be pooled to form a 407.20-acre non-standard gas proration unit
to be dedicated to the Black River Corporation Cities "3" Federal
Well No. 1, located 1980 feet from the North line and 1980 feet
from the West line of said Section 3.

(11) That Black River Corporation should be designated the
operator of the subject well and unit.

(12) That any non-consenting working interest owner should
be afforded the opportunity to pay his share of actual well costs
in lieu of paying his share of reasonable well costs out of
production.

(13) That any non-consenting working interest owner that
does not pay his share of said actual well costs should have
withheld from production his share of the reasonable well costs.

h

b.

) 5t e | st A U P N NS AR Y T T e i’ ' N




~3~ :
Cases Nos. 4764 and 4765
Order No. R-4354
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(15) That $135.00 per month should be fixed as a reasonable
charge for suparvision (combined fixed rates) for the subject wel
that the operator should be authorized to withhold from production
the proportionate share of such supervision charge attributable tq
each non-consenting working interest, and in addition therxeto, the
operator is herxréby authorized to withhold from production the
proportionate share of actual expenditures required for operating
the subject well, not in excess of what are reasonable, attributal
to each non-consenting working interest.

(16) Tkhat title to the working interest in a 407.20-acre
tract being the SE/4 of the SW/4 of said Section 3, is the subject
of litigation and the working interest share of proceeds from
production attributable to said tract should not be disbursed
pending the outcome of said litigation.

(17) That all proceeds from production from the subject

~well which ara not disbursed for any reason should be placed in |

escrow to be paid to the true owner thereof upon demand and proof
of ownership.

IT IS THEREFORE ORDERED:

(1) That all mineral interest, whatever they may. be, in
the Washington Ranch-Morrow Gas Pool underlying the W/2 of
Section 3, Township 26 South, Range 24 East, NMPM, Eddy County,
Mew Mexico, are hereby pooled to form a 407.20-acre non-standard
gas proration unit to be dedicated to Black River Corporation's
Cities "3" Pederal Well No. 1, located 1980 feet from the North
line and 1980 feet from the West line of said Section 3.

(2) That Black River Corporation is hereby designated the
operator of the subject well and unit. '

(3) That the operator shall furnish the Commission and
each known and alleged working interest owner in the subject
unit an itemized schedule of actual well costs within 60 days
following the date of this order; that if no objection to the
actual well costs is received by the Commission and the Commissiop
has not objected within 60 days following receipt of sald schedulg,
the actual well costs shall be the reasonable well costs; providefl
however, that if there is an objection to actual well costs within
said 60-day period, the Commission will determine reasonable well
costs after public notice and hearing.

(4) That within 60 days from the date the schedule of said
actual well costs is furnished to him, any non-consenting working
interest owner or alleged working interest owners shall have

~e
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Cases Nos. 4764 and 4765
Order No. R-4354

share of said actual well costs to the
onerator in lian of paying Lis share of reasonable well costs
out of production, and that any such owner who pays his share
of said actual well costs as provided above shall remain liable

for oparating cosis.

(5) That the operator is herehy authorized to withhold the
£cllowing costs and charges from production.

(A) The pro rata share of reasonable well costs
attributable to each non-consenting working
interest owner who has not paid his share of
said actudl well costs within 60 days from the
date the schedule of actual well costs is
furnished to him.

PROVIDED HOWEVER, that the working interest
share of the proceeds from production
attributable to the SE/4 SW/4 of Saction 3,
shall be placed in escrow to be . paid to the
true owner thereof upon proper determination
of title to the same. x

{6) That the operator shall distribute said costs and
charges withheld from production to the parties who advanced
the wall costs,

(7) That $135.00 per month is hereby fixed as a reasonable
charge<for supervision (combined fixed rates) for the subject
well; that the operator is hereby authorized to withhold from
production the proportionate share of such supervision charge
attributakle to each non-consenting working interest, and in
addition thereto, the operator is hereby authorized to withhold
from production the proportionate share of actual expenditures
required for operating the subject well, not in excess of what
are reasonable, attributable to each non-consenting working
interest.

(8) That any unsevered mineral interest shall be considered
a geven-eighths (7/8) working interest and a one-eighth (1,8)
royalty interest for the purpose of allocating costs and charges
under the terms of this order.

(9) That any well costs or charges which are to be paid
out of production shall be withheld only from the working interest
share of production, and no costs or charges shall be withheld
from production attributable to royalty interests.

(10) That all proceeds from production from the subject
well which are not disbursed for any reason shall be placed in
escrow in Eddy County, Hew Mexico, to be paid to the true owner
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Cases Nos. 4764 and 4765
Order No. R-4354

: | thersof upcn—denmand—and -procf-of cownsrship; that the opsrator shall
: notify tha ”ﬂ.m saion af tha nama. and addregs.of eaid. secrow

; agent within 90 da ays from the date of this oxder.

; {11} That Jurisdicticn of this ¢ ause 4z retalned for the

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

DONE at Santa Fe, New Mexico, on the day and year hereinabovg
designated. _

STATE OF NEW MEXICO
OIL. CONSERVATION COMMISSION

-

Aars

BRUCE KING, Chairman

] P N e Tl AR PO UL - 2 s, 5

A, L. PORTER, Jr., ember & Secretary
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THT MAMTBD AR mun “Te‘hRTNb o

CALLUD BY THE OIL (.ONSERVATIOV
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING: )
' CASES NOS. 4764 and 4765
Order tNo. R-4354-A

APPLICATION OF BLACK RIVER CORPORATION

FOR COMPULSORY POOLING AND NON-STANDARD -
PRORATION UNIT, EDDY COUNTY, NEW MEXICO.

APPLICATION OF MICHAEL P. GRACE AND

'CORINNE GRACE FOR COMPULSORY POOLING

AND NON-STANDARD PRORATION UNIT, EDDY
COUNTY, NEW MEXICO. :

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing de novo at 9 a.m. on
November 21, 1972, at Santa Fe, New MexIco, before the 01l
Conservation Commission of New Mexico, hereinafter referred
to as the "Commission."

NOW, on this 29th day of November, 1272, the Commission,

a quorum being present, having considered the testimony presented

and the exhibits received at said hearing, and being fully
advised in the premises, ’

-

FINDS: //

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

(2) That after an examiner hearing, Commission Order No.
R-4354, dated Augqust 7, 1972, was entered in Cases Nos. 4764
and 476% pooling all uineral'iutcxuaua,‘wnaLeVBI they may be,
in the Washington Ranch~Morrow Gas Pool underlying the W/2 of
Section 3, Township 26 South, Range 24 East, NMPM, Eddy County,
New Mexico, to form a 407.20-acre non~standard gas proration
unit to be dedicated to Black .River Corporation's Cities "3"
Faderal Well No. 1, located 1980 feet from the North line and
1980 feet from the West line of said Section 3, and désignating
Black River Corporation as operatoxr of the unit.

(3) That Rutter and Wilbanks cOrpotation requested and
was granted a hearing de novo of Cases 4764 and 4765 before
the Commission. .
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Cases Nos. 4764 and 4765
Oxrdexr No. R-4154-2

(4) rnat the evidence presented at tha hearing de ncvc

washington Ranch-Morrow Gas Pool.

(5) That the evidence presented at the hearing de novo
establishes to the satisfaction of the Commission that the
entire W/2 of the above-described Section 3 can be efficiently
and economically drained by the abhove-~described Cities *3"
Federal Well No. 1.

(6) That to reduce the size of the proration unit dedicated
to said Cities "3" Federal Well No. 1, as proposed by Rutter
and Wilbanks Corporation, would deprive the owners of mineral
interests in that portion of the unit which would bhe deleted
of the opportunity to recover their just and equitable share of
the hydrocarbons in the Washington Ranch-Morrow Gas Pool, unless
a third well were to be drilled in said Section 3, with a complete
realignnent of the acreage dedicated to the subject well and to
the well located in the E/2 of Section 3.

{7) That to drill a third well in Section 3, Township 26
South, Range 24 East, Washington Ranch-Morrow Gas Pool, would
result in supererogatory risk and economic waste caused by the
drilling of an unnecessary wall.

- {8) That Commission Order No. R-4354 provides'protection
for the correlative rights of all mineral interest owners in
the W/2 of Section 3, when considered as a whole, and will
result in the prevention of waste.

{9) That Commission Order No. R~4354 should be reaffirmed.

IT IS THEREFORE ORDERED:

(1) That Commission Order No. R—~4354, dated August 7,
1972, be and the same 1s hereby reaffirmed in its entirety.

{2) That jurisdiction of this cause be retained for the
entry of such further orders as the Commission may deem necessary.

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

STATE OF NEW MEXICO
OELDCONSERVATION CQMMISSION

%ué) KING,/dh/iman o
5///z§ g0, Mo

e

. L. PORTER, Jr., Megher & Secretary

—

‘indicates that the entire W/2 of the above—descrihed Sacklaan 2 b
“Gani reasonaply pe presumed to be productive of gas from the
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~ State of New Mexico
N3 Crmenn.--2 “rlaaission

i e Y aY P Nnan
T T T P. G, DBox 2088

A S ¥ O e R
Sonta Feo - New-Meoxico

Arapahoe Gas Limited -
sulte 640 -Contineniul Natl. Bnk, Bldg,

3333 South Bammock Street

Englewood, Colorado 80110

Mr, Thurmsn Mayes and Mahala Mayes 4~
Rt. 1 , _,
Everton, Arkansas

Alice Mayes Ballard and Harley Ballard v
g, Frijole Route
Carlsbad, New Mexico

M A
n——.l I-m- ;.
. i

DOCKET MAILED

.o | —

Re: Order No, R-4354 -

Consolidated Cases Nos. 4764 abd 4,765/0»5

g

Genitlemen:

BLACK RIVER CORPORAT

620 COMMERCIAL BANX TOWER
MIDLAND, TEXAB 79701

September 25, 1972

[ |
1 SH Rl 5*37‘]]

0
Jﬂi sep 25 1572 |||

L 2 SR »_.“._.._..-__fn___/g,.?i}«
OIL CORSERVATION COALM
Santa Fo
L__ -

In

Cities Service 0il Company

At Joint Interest
~ P, O, Box 300

TUlsa) dklalloma 7410]: T e

_Mr, John A, Mayes and ¢
Agatha Mayes :

Frijole Route
Carlsbad, New Mexico

Amelia Mayes Miller ¢

2001 Jones Strcct

- Carlsbad, New Mexico

"

Michael P, Grace II and
Corrine Grace

P, 0. Box 2062

Santa Fe, New Mexico 87501

L 2

C(‘)'mplying with the Commission regarding the subject order, Black River
Corporation, as Operator, furnishes with this letter to the Commission
and each alleged working interest owner, a schedule of actual well cost
as reflected by the records of Black River Corporation, Also, be advised

Very truly yours,

LACK RIVER CORPORATION

e P
Tommy Phip -

" Executive Vice President

Enels, Well Cost Summary - Cities-B-Federal #1

o

N

the .required escrow account, as referred to in said order, has been placed
with Commerce Bank and Trust, P. 0. Drawer 1358, Carlsbad, New Mexico,

DOCKET MAILED

bate Ll /07T

%’Z/ 2/ A 7

Sec, 3, T-26-S, R-24-E,
Eddy County, New Mexico
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Operator - Black River Corporation, 620 Commercial Bank Tower, Midland, Texas 79701

VELL NAME -  CITIES-3 FEDERAL #1
Seection 3, T-26-S, R-24-E, Eddy County, New Mexico

LR Rk e o S S W S T W O A e e e B et e g e D £ At R e dah W ey 8 e e B oy D o S G 0 S e e e o B s

\'TNIDO‘i . INVQICE # ‘ITANGIBLES i TANGIBLES OPERATING ‘ i
Lauohlin-s:lmrons & Co ‘of Texas 3-14-72 $ 45,00 . . £
Forrest Miller, Consult, Geo. : 946.00 -
Sherman Power Tongs, Ine, 424 753.04 _ .
Halliburton 343086 787.59
flore Cometruction Co., Inc, 372-35 2,803.11 - e
Brwan m{'\'\\nn_u g, - - 16481 .. -’-0, 300,00
Ken Dickeson Signs _ L2069 0 . . a ag.
washmgton Ranch—Damages & Water L=4=T72 4, 700,00
Drilling Overhead -28 days 903.23 :
Unmn Supply Compa.ny 1-24105 - : .8 317.35
Union Supply Company 1-2408 ) ’ 10,33
Bearing Service & Supply Co., Inc, 42058 ) 13,40
Rental Pipe & Supply Co, 1-5883 ’ R 64,48
Union Supply Company, Inec. GS-1601 . 17,313.7%
Union Supply Company, Inc. GS-1603 : 8,558,38
Semmell Wire Service 472-32 142.83
Cecil Hornme Wire Line Service 10599 T 296,40
Cecil Horne Wire Line Service - 10600 E . 265,20
Cecil Horne Wire Line Service 10602 216,32
Core Laboratories, Inec, 78693 . 2,568,380
Champion Chemical, Ine, 52528 20,80
Land & Marine Rental Co, 4-0290 182,96
Schlurberger Well Service 4-5320 7,577.22
Schlumberger Wwll Service 4~5256 1,291.26
Sherman Power ‘Tongs, Inc. 438 , ’ 208,00
Stevenson-Roach Tank Co, 3-1174 402,48 ,
Stevenson-Roach Tank Co, 3-1170 548,60 -
Ken Dickeson Signs (Portion Inv.) 21264 -~ o 82 ;
Rowan Drilling - U,S. 16526 6,164, 75
Stevenson-Roach Tank Ce, 31147 . 296,68
W&H Production Drilling, Inc. 32-124 641,58
WeH Production Drilling, Ine, o 42-113 ‘ 1,962,144
Stevenson-Roach Tank Co, 31146 ) 40,85
W&H Production Drilling, Ine. 42-107 : 1,176,03
Union Supply Company, Ine, 124306 : - 223,58
Union Supply Company 124246 137,25
Forward
o

AT BT B W oS S S TR i b S i A A T D R T B T e 7 D o T A i Sl e TS N B S S S

'1_,,




CORPORATION'S INVOICES #133,
#140, #146, #151, #159, #169.
Poril, 1972 thru August 31, 1972,

— )
=4
e

Page -2- CITIES-3-FEDERAL # 1

.Q,p{l_f‘,'{{\h 'l‘ 'T‘_')A,,Q P ?" E, S:J\, :vw vv, A\v" u’DAJ.bU
VENDOR INVOICE # INTANGIBIES
Union Supply Compeny, Ine. 124348 $
Union Supply Company, Inc, 124238
Core_Laboratoriegy—Ine; - - 9221 18,70
Perfojet Services _ 250Q 1,120,245
Production Services Company A-379 46,80
West Engineering Company 372-12 130,00
Cecil Horne Wire Line Service 1332 o N
Permien-Anchor Service Co, D352
Perfojet Services 2508
Stevenson-Roach Tank Co, 5-1220
Union Supply Co., Inc, 1-24349
Operating Overhead - 23 1/2 Days 5-72
($135,00 per month rate)
El Paso Natl, Gas-Drlg, Gas 2661 818,27
Pittsburg(Div, of Colona) Ck. Credit Material = 74.25 CR
Forrest Miller-Consulting Geo, Ck. 701 373,50
Tony Vatson-Mud Logger Ck. 693 250.00
James S. Johnson-Day Work Ck, 623 413,79
A & A Engineering Service 4056 6,76
Globte Construction Co., Inc, 672-112 81,95
Rowan Drilling-U, S. 16594 3,220.50
Stevenson-Roaeh Tank Co, (Portion) 5-1204 55,72
Forrest Mlller-Geolop1qt 452 341700
Nelson T. Pope : 1761 251.60
Stevenson-Roaech Tank Co‘ 7-1309
Union Supply Co,, Inc,{Portion) 1-25696
Glote Construction Co., Ime, )
Gray Pumping Service 040-08
Union Supply Co., Inc, 1-26021
¥est Engineering Co, (Portion) 672-70
Overhead-Auoust 1972 8-72
TOTAL COSTS PER BLACK RIVER $ 111,139,39

e e R S it Ll M FE U B8 e b B e #0708 R

TANGIBLES

$ 222,51
4,682,67

478,40

160,16
1,265,22
84.50
378,87

.8.62
389.88

$ 36,307.87

OPERATING EXPENSE

103.50

122,93
78.71
14.66
20.83 .

135,00

$ 475,63

T e i T AL b e LR R N A N i R o
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Docket No. 27-72

DOCKET: REGULAR HEARING - TUESDAY - NOVEMBER 21, 1972

9 A.M. - STATE LAND OFFICE CONFERENCE ROOM, STATE
LAND OFFICE BUILDING - SANTA FE, NEW MEXICO

CAQE 47672

fNA e N

CASE 4764:

(Bc Novs) {Couiiuued irom cne Uctober 18, 1972 Regular Hearing)

Application of Black River Corporation for compulsory pooling and
nori~standard proration unit, Eddy County, New Mexico. Applicant,
in the above-gtyled cause, seeks an order pooling all mineral

~ilwrests in the fMoriuw iormaiiun underiying | the Ef2 of Section_ 3, o

Luwnsnlp 25 bouth, Range 24 East, ‘adjacent to the Wasbington Ranch=-_

a 409 22-acre non-standard proration unit. Said acreage to be
dedicated to its Cities "3" Federal Well No. 2 located 2212 feet
fvom the Nortn iine and 1998 feet from the East line of said
Section 3.

Also to be considered will be the costs of drilling said well, a
charge for the risk involved, a provision for the allocation of
actual -operating costs, and the establighment of charges for super-
vision of said well.

Upon application of Rutter and Wilbanks‘Corporation this case wilil
be heard De Novo under the provisions of Rule 1220,

(De Novo) (Continued from the October 18, 1972, Regular Hearing)

e

Application of Black River Corporation for compuisory pooling, and
non-standard proration unit, Eddy County, New Mexico. Appl cant,

in the above-styled cause, seaks an order pocling &11 .Lucrq; s
interests in the Morrow formation underlying the W/2 pf Sec/lon 3,
Township 26 South, Range 24 East, adjacent to the gr,nington Ranch-
Morrow Cas Pool, Eddy County, New Mexico, comprisivg. approx;mately,
a 407.20-acre non-standard proration unit. Said acreage to be dedi-
cated to its Cities "3" Federal Well No. 1 located 1980 feect from
the North line and 1980 feet from the West line of said Section 3.

Also to be considered will be costs of drilling said well, a
charge for the risk involved, a provision for thé:allocation of
actual operating costs, and the establishment of chatrges for super-
vision of said well.

Upon épplication of Rutter and Wilbanks Corporation this case will

be heard De Novo under the provisions of Rule 1220.

(De Novo) (Continued from the October 18, 1972 Regular Heari 12)

,</’/;:;E 4765:

Application of Michael P. Grace and Corinne Grace for compulaory '
pooling and non-standard proration unit, Eddy County, New Mexico.
Applicants, in the above-styled cause, seek an order. popling 211
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Regular Hearing -~ Tuesday - November 21, 1972 Docket No, 27-72
-2

(Case 4765 continued from page 1)

mineral interests underlying the W/2 of Section 3, Township 26

South, Range 24 East, adjacent to the Washington Ranch-Morrow Gas

Pool, Eddy County, New Mexico, comprising, approximatelv. a 407.90-
- Acre man-standard piciaiion unit.  Said acreage to be dedicated to

a-well located 1980 feet from the North line and 1980 feét from

the West line of aaid Section 3. i

- Also to be considered will be the costs of drilling said well
’ " "U..gu for the risk invuaved, a provision for the allocation of.

[
1

ing €osts, and the establighment of charges for super-
R - '

Upon application of Rutter and Wilbanks Corporation this case will
hé heard Dz HOVo uiider the provisions of Rule 1220.

CASE 4771: (De Novo)

Application of Black River Corporation for a non-standard ges unit,

Eddy County, New Mexico. Applicant, in the above~styled cause, seeks
approval of a 402.22~acre, more or less, non-standard gas unit adja-

cent to the Washington Ranch-Morrow Gas Pool, comprising the W/2 of

Section 4§, Township 26 South, Range 24 East, Eddy County, New Mexico,

Upon application of Michael P.théce'Ii'and ébrihne Grace this case
will be heard Pe Novo under the provisions of Rule 1220. '

Z: (De Novo)

Application of Black River Corporation for compulsory pooling, Eddy
County, New Mexico. Applicant, in the above-styled cause, seeks an
order pooling all leasehonld, mineral, and royalty interests under-

lying the W/2 of Section 4, Township 26 South, Range 24 East, adjacent

to the Washington Ranch=Morrow Gas Pool, Eddy County, New Mexico,

b

compriging a 402.22~acre, more or less, non-standard gas unit, Said

acreage to be dedicated to a well to be located at an unorthodox
location 1985 feet from the North lijne and 2087 feet from the West
line of said Section 4. :

Also to be considered will be the costs of drilling said well, a
charge for the risgk involved, a provision for the allocation of
actual operating costs, and the establishment of charges, for super-
vision of said well. -

Upon application of Michael P. Grace II and Corinne (. ¢ = his case
will be heard De Novo under the provisions of Rule 122¢,

N

-




Mr. A. L. Porter, Jr.

‘CEH:cs

Law OFFICES ,
TELEPHONE (308} 622-6810
CLARENGE €. HINKLE HINKLE, BONDURANT, COX & EATON LePHONE

W. E.BONOURANT, JA.
LEWIS C.COX,JR.

B00 HiNKLE BUiLDING

PAUL W. EATON,JR. ) PORT OFFinr RAv In

CORRAD E.COFAIOLD

HAROLO L.HENSLEY,JR. B ROSWELL,NEW MEXICO 8820I

QTUART D. BRANGR . MIDLAND, TEXAS OFFICE
C. D.MARTIN ; B2 MIDLAND TOWER
PAUL J.KELLY, JR. October 12, 1972 {@18) 883-400!
J.M.LTRE Yo : -

Secretary-Director

Oil Conservation Commission

Box 2088 e e
Santa Fe, New Mexico 87501 ral ~

Re: Cases/47631 4764 and 4765 o

Dear Mr. Porter: ‘\\-_~__~__’,,-—*/’//

The captioned cases, involving the pooling of all
mineral interests in the E% Section 3 and the W% Section 3,
Township 26 South, Range 24 East to form non-standard spacing
and proration units for the production of gas ‘from the Washington
Ranch-Morrow Gas Pool,:are on the Commission docket for October
18. It is our understanding that these cases arc to be heard

‘de novo upon the application of Rutter and Wilkacks Corporation,

which is represented by Jason Kellahin.

We represent Black River Corporation and participated
in the hearing before the examiner and because thereof I am
familiar with all aspects of these cases. I made arrangements
several weeks ago and have reservations to go to California on
October 14 and will not return until October 30. This trip is

‘for reasons I cannot very well ‘postpone.

Please consgsider this as a motion to continue the above
cases_until the regular hearing of the Commission, which we under-
stand will be held on November 15, 1972.

Yours sincerely,

HINKLE, BONDURANT, COX &'EATON

Y - " » , - .
By C/(/‘ t"._/‘(},‘_ s L () i /(Zl>~r'l /._’ /(_ Coer
A
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| , GOVERNOR
‘ : BRUCE KING
OI1L CONSERVATION COMMISSION CHAIRMAN
STATE OF NEW MEXICO LAND COMMISSIONER
P. 0. BOX 2088 - SANTA FE ‘“‘E::;':&M”o

87501
STATE GEOLOGIST

e _ALPORTER.JR. .
SECRETARY - DIRECTOR

TO: ALL INTERESTED PARTIES

"FROM: A. L. PORTER, Jr., SECRETARY-DIRECTOR

ot B e o bt

Due to prior commitments by members of the Commission, we
- will be unable to have a quorum present for the hearing
* ~“ghich has been scheduled for November 15, 1972. cCases 4763,
4764, and 4765, all pertalning to Section 3, Township 26
‘ South, Range 24 East, Eddy County, New Mexico, and scheduled
! , for Hearing De Novo at the request of Rutter and Wilbanks,
and Case 4796, pertaining to capacity allowable for the
Grace City of Carlsbad No. 1, will therefore be continued
to 9:00 o'clock a.m., November 21, 1972, in the Land Office
Conference Roon.

e

"
IS RN WY 5% I

frid R by e

X

Cases 4766, 4771, and 4772, all pertaining to the W/2 of
Section 4, Township 26 South, Range 24 East, will also be
g advertised for Hearlng De Novo on that same date at the.

- sann o ou B

LeYues -of Michael P. auu Corinne Grace.

October 24, 1972




Docket No. 24-72

DOCKRT: REGULAR HEARING - WEDNESDAY -~ OCTOBER 18, 1972

OIL CONSERVATION COMMISSION ~ 9 A.M. - MORGAN HALL, STATE LAND OFFICE BUILDING
_..SANTA FE, NEW MEXICO -

CASE 4763: (De Novo)

Application of Bleck River Corporation for compulsory pooling and

“on-nfnndard araration unit. Rddv Canney Nae Masdon "“:1:?:“...5
in the above-stvled causge. reeks an prder ?3 1113 all mneral
incerests in the Morrow formation underlving the B/2 ¢f Section 3,

“Township 26 South, Range 24 Eaat, adjacent to the Washington Ranch-
Morrow Gas Pool, Eddy County, New Mexico, comprising, approximately,
a 409.22-acre non-standard proration unir. Said acreage to be
dedicated to its Cities "3" Federal Well No. 2 located 2212 feet
from the North line and 1998 feet from the East line of said
Section 3.

Also to be considered will be the costs ox drilling_said ﬁéil, a
charge for the risk involved, a provision for the allocation of

actual operating costs, and the establishment of charges for super-
vision of sald well.

Upon application of Rutter and Wilbanks Corporation this case will
be heard De Novo under the provisions of Rule 1220,

CASE 4764: (De Novo)

Application of Black River Corporation for compulsory pooling, -and
non~sgtandard proration unii, Eddy County, New Mexico. Applicant,

in the above-~styled cause, seeka an order pooling all mineral
interests in the dNorrow formation underlying the W/2 of Section 3,
Township 26 South, Range 24 East, adjacent to the Washington Ranch-
Moyrrow Gas Pool, Eddy County, New Mexico, comprising, approximately,
a 407.2C-acre non-standard proration unit. Said acreage to be dedi-
cated to its Cities "3" Federal Well No. 1 located 1980 feet from
the North line and 1980 feet from the West line of saild Section 3.

Also to be considered will be costs of drilling said well, a

charge for the risk involved, & provision for the allocation of
actual operating costs, and the establishment of charges for super-
vision of sald well.

Upon application of Rutter and Wilbanks Corporation this case will

///////// * be heard De Novo under the provisions of Rule 1220.

CASE 4765: (De Novo)

Application of Michael P. Grace and Corinne Grace for compulsory
pooling and non-astandard preraticn unit, Eddy County, New HMexico.




Regular Hearing ~ Wedneaday - October 18, 1972 - Docket No. 24-72

(Case 4765 (De Novo) continued from page 1)

rAppiicants. in the abové-étyléd cause, seek an order

pooling all

mineral interests underlying the W/2 of Section 3, Township 26
_South, ‘Range 24 Rast, adjaceat to the Washington Ranch-Morrow Gas

G ~ Pool, Eddy County, New Mexico, comprising, approximately, a 407.20-

acre non-standard proration unit. Sald acvencn en L. o3

: D2 ZOnlIAiid Lol
T 8 weil located 1980 feet from the North line and 1980 feet from
, , .. the West lins of eanid ¢ IR S

tion

<SC [

Also to be considered will be the costs of drilling said well, L
a charge for the risk involved, a provision for the allocation of
actual operating costs, and the 2stablighment of charges for super-
vision of said well.

Upon application of Rutter and Wilbanks Coxporation this case
will be heard De Novo under the provisions of Rule..1220.. .

CASE 4796: (Continued from the August 16, 1972 Regula; Hearing)

§ Application of Michael P. Grace II and Corinne Gr

ace for capacity
allowable, Eddy County, New Mexico. Applicants, in the above-

styled cause, seek an exception to the Generdl Rules and Regulations
governing the provated gas pools of Southeast New Mexico, promulgated
by Order No. R-1670, as amended, to produce their City of Carlsbad
"COM" Well No. 1, located in Unit 0 of Section 25, Township 22 South,
‘Range 26 East, South Carlsbad-Morrow Gas Pool; Rddy Counté, Mo

!
Rt ; 7y nEW .
’ Mexico, at full capacity.
: » . » _ .

'
o 3
. P !
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OlIL CONSERVATION COMMISSION
' P. O, BOX 2088 ’
SANTA FE, NEW MEXICO 87501
T e T T L T I L T T oI Sl ”lelne“' 23' 1972
) e
. 7 JE s
- (a'f’/’é/w/bz/7
Mr. Martin L. Allday ;}ﬁﬁﬁﬁ‘"”k_A Y At
201 Wall Towers Last VAR
Midland, Texas 79701 fwﬁa;flétnfw“
Dear Mr. Allday: B S
In"accordance with our telephone conversation
of this date, please find enclosed copiles of the
- four applications we discussed.
Very truly yours, _ : o

GEORGE M. HATCH
Attorney

GMH/dx
enclosure

50857
e
R R i




Examiner Hearing - Wednesday July 12, 1972 Docket No. 15-72

-3~

(Case 4763 continued)

CASE_4764: !

.

CASE 4766:

CASE 4767:

Also to be considered will be the costs of drilling said w -‘1;; a charge

for the risk involved, a provision for the allocation of actual operating

costs, and the estublishment of charges for supervision of said well,

i ion“féf ( pulsory pooling, and non
standard nroratio unit, Eddy C v New Hexico. “Applicant, in the above-
styled cause, seeks an order pooling all mineral interests in the Morrow
formation underlying the w/z of Section 3, Township 26 South, Range 24
Raet, adizcent to the Washington Ranch-Horrow Gas Pool, Eddy County, New
Mexico, comprising, approximately, a 407.20-acre non-standard proration

¢
[+

unit. Said acreage to be dedicated to its Cities “3" Federal Well No. 1
located 1980 feet from the North-line -and -1280 feet-from the West line of

said-Section 3.

Also to be considered will ‘be the costs of drilling said well, a charge
for the risk involved, “a provision for the allocation of actual operating
costs, and the establishment of charges for supervision of said well.

Application of Alice Ballard Amelia Miller, Thurman Mayes, John A Mayes
for compulsory pooling and non-stdndard proration unit, Eddy County,

New Mexico. Applicants, in the above-styled cause, seek an order pooling

all mineral interests underlying the W/2 of Section 3, Township 26 South,
Range 24 East, adjacent to the Washington Ranch-Morrow Gas Pool, Eddy

ACounty, New Mexico comprising, approximatelv- ‘a 407, 7n—nnv$:su standard

proration unit. ’ Said acreage to be dedicated to a well to be drilled 1980

feet from the South lime and 1980 feet from the West line of said Section 3.

Also to be considered will be the cosrs of drilling said well, a charge

for the risk involved, a provision for the allocation of actual operating
costs, and the establishment of charges for supervision of said well,
Application ‘of Michael P. Grace and Corinne Grace for compulsory pooling

and a non-standard proration unit, Eddy County, New Mexico. Applicants,

in the above—styled cause, seek an order pooling all mineral interests .
underlying the W/2 of Section 4, Township 26 South, Range 24 ERast, adjacent
to the Washington Raunch-Morrow Gas Pool, Eddy County, New Mexico comprising
approximately a 402-acre non-standard proration unit. Said acreage to be
dedicated to a well to be drilled 1980 feet from the North line and 1980 feet
from the West line of said Section 4. Also to be considered willle the:costs
of drilling saild well, a charge for the risk involved. a provision for the
allocation of charges for supervision of said well.

Application of Alice Ballard, Amelia Miller, Thurman Mayes, and John A.
Mayes for compulsory pooling, Eddy County; Nno Mexico. Applicanis, inthe
above-styled cause, seek an order pooling all mineral interests under-

lying the E/2 of Section® ‘9, Township 26 South, Range 24 East, adjacent to
the Washington Ranch-Morrow Gas Pool, Eddy County, New Mexico. Said acreage
to be dedicated to a well to be drilled 1980 feet from the North line and
660 feet from the East line of said- Section 9.
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ﬁ v Micha'el P Grace TI @ J//l/ /

Corinne Grace
P. O. BOX 2062 -

SANTA FE, NEW MEXICG 87501 4/) é 5 -

m -~ ‘Y I ‘ - y | . :
4V 1 — '

[’W Q; o June 22, 1972 W/\/

e se Lo prorter, Jr.
Secretary-Director

New HMexico 0Oil Cunservation Commission
P. O. Box 2088

Santa Fe, N, M. §7501

Dear Mr. Porter:

Ne hereby request a hearing to force pool the following
_area. in’'Township 26 South, Range 24 Easts. adjacent-to-the -
Washlngton Ranch Morrow Gas Pool 'in Eddy County
West half of Section 3, Township 26 South, Range
24 East, for a well to be drilled 1980 feet from
the South line and 660 feet from the East line, River Federal
Well No. 1, Corinne Grace, Operator.

Very truly yours,

ST
Ad u"—"\x B

adgent for

Alice Ballard
Amelia Miller
Thurman Mayes
John A. Mayes

, o i
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BEFORE THE

OIL CONSERVATION COMMISSION OF NEW MEXICO

nD _1F,1§’ .W., [__W

IN THE MATTER OF THE APPLICATION DL

o SUTTEG Avw WILBANKS. ULk VitAL .n.vu ; ‘nra ]” “
FOR A HEARING DO NOVO AS TO A aug R I
OIL CONSERVATION COMMISSION ORDERS Amém.

R-4353 AND R-47354. » OlL CONSERVATION COMM
) Santa Fe

v LY 7657

APPLICATION

applies to the 0il Conservation Commission of New
Mexico for a Hearing De Novo with regards to the 0il
Conservation Commission Orders R-4353 and R-4354 which
force pool E/2 of Section 3 and the W/2 of Section 3,

_ToWnsﬁip 26 South, Range 24 East, N.M.P.M,

i
Gomes now RUTTER AND WILBANKS CORPORATION, and | l

Respectfully submitted, | ////
RUTTER AND WILBANKS CORPORATIy/

BY

\ ’ il
KELLAHIN & FO
P. 0. Box 1769
Santa Fe, New Mexico 87501
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ol CONSERVATIO'\J COMM
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BEFORE THE

IN THE MATTER OF THE HEARING
CALLID DY OUS OLlL CONSERVITION

COMMISSION OF NEW MEXICO FOR

THE PURPCSE OF CONSIDORING:

CASES NOS. 4764 and 4765
Order No. R-4354

CONSOLIDATED CASES:

ATVD T Y AAAMYT AT N DT-ALHI/ . .TAT T nl\ﬂ‘lmTﬂ\ -
P N A i A ] \J.I. uuza\,‘l\ AN Vul\ \,\JI\L‘\J-\\“L ERWA |

FOR COMPULSORY POOLING AND NON-STANDARD

PRORATION UNIT, EDDY COUNTY, NEW MEXICO.

APPLICATION OF MICHAEL P. GRACE AND
CORTNNE GRACE FOR COMPULSORY POOLING
AND NON-STANDARD PRORATION UNIT, EDDY
COUNTY, NEW MEXICO.

APPLICATION FOR REHEARING

COMES NOW Rutter & Wilbanks Brothers, and pursuant to

" the provisions of Section 65-3-22, New Mexico Statutes, Annotated,

cogm

1952 Compilation, as amended, apply to the Oil Consérvation

Commission of New Mexico for reheéring of the above captioned

Cases Nos. 4764 and 4765 and Order No. 4352 issued puféuant
theretd, and in support thereof would show the Commission:

1. Applicants are the owners of royalty interests under-
lying the W/2 of Section 3, Township 26 South, Range 24 East,
N.M.P.M., Eddy County, New Mexico, which are the subject matter
of the hearing before the Commission and Order No. R~-4354.

2. The Commission, by its Order No..4354, approved a
non-standard unit for gas production from the Washington Ranch-
Morrow Gas Pool consisting of said W/Z‘éf Section 3, Towhship"-
26 South, Range 24 East, said non-standard unit consisting of
407.20 acres.

3. By virtue of Rule 104, II (a) of the Rules and Regula-

tions of the 0il Conservation Commission of New Mexico, revised




December 1, 1971, the normal spacing for the Washington

Ranch-Morrow Gas Pool is 320 acres.

. .
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‘of Section 65-3-14 {(b), New Mexico Statutes, Annotated, 1953

Compilation, as amended, in establishing a proration unit for

- said Washington Ranch=Morrow Gas Fool.
: 5. Findings Nos. (7), (8), and (10) of Commission Order
: - NG. R=4354 are not supported by substantial evidence.
6. fhe evidence shows that the S/2 S/2 of Section 3,
; ~ Township 26 South, Range 24 East is non-productive from the

Lower Morrow formation, and is probable non-productive from
o % , the Upper Morrbw formation, the Commission Ordér therefore
attributing non-productive acreage to the well to which the
non-standard unit has been dedicated.

7. The Commission has included in the unit, and thereby

AT T TN IRV T E
e :

¢ ' pooléd royalty interests owned by applicant with royalty
under acreage which the tesitmony and evidence shows will not
be productive from the Lower Morrow formation, and is of

questionable productivity in the Upper Morrow, resulting in

SRR NG e e s

economic loss.; to applicant.

8. The Commission has disregarded its own rules in dedi-

R s o

cating a total of 407.20 acres to a well in the Washington Ranch-

L

Morrow Gas Pool.

9, Order No. R-4354 will result in irreparable injury to
the correlative rights of applicant and deprives applicant of

its properfy without due process of law in that it will permit

owners of royalty underlying acreage which is shown to be non-
¥ productive by thettestimony and evidence to share in production

from productive acreage underlying the non-standard unit, includ-

———

ing that acreage under which applicant owns royalty interests.
10. The non-standard unit approved by the Commission has
‘no‘reaSOnable relation to a 320-acre unit ;equ;reg:by Rule

104, ITI (a), and in that respect is arbitrary anddbapricious.

-2




1l1. Orxder No. R-4354 is not supported by substantial
evidence, is arbitratry and capricious, and is therefore
mlawful  dnwvalid and eoidg-

" WHEREFORE applicant prays that‘therCéﬁﬁiséibﬁ;éﬁéﬁﬁra .
re-hearina in the above captioned cause, and that after
hearing a iid 1-w,'£he Commission vacate and sgt

Y
aside its Order No. R-4354 and enter its order approving a

0.43 acres Conprising 1ots 3, 4, 5 and

6, and N/S SW/4 of Section 3, Township 26hSouth, Range 24

East, N.MPP.M., Eddy County, New Mexico, or such other unit
as more nearly conforms to the requirements of Rule 104, II

(a) of the Commiséion's Rules.
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Respectfully submitted,

TR g

RUTTER & WILBANKS BROTHERS

BY 1\\-% W. 1YLl
XKELLAHIN & FOX
P. O. Box 1769 :
Santa Fe, New Mexico 87501
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N LYNCH, CHAPPELL, ALLDAY & ALDRIDGE

RAYMOND A.LYNCH ('9)3-1971) ATTORNEYS
CLOVIS G.CHAPPELL,JR.

MARTIR L.ALLDAY 20t WALL TOWERS EAST
CHARLES C.ALORIDGE

KENNETH W. NORDEMAN
GARY G.WISENER

;;:z:r’t.’::::ns : . TR q@mqmbr“a~- S83-3351
JIMMY R.COX June 22, 1972 I” : TL__[Q% ﬂ
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RANDALL LUNDY - MIDLAND, TEXAS 79701

AREA CODE 915

T

oL U
. OIL CONSER‘.’AT':.-%‘J
State of New Hexico IUN Comm,
ca . , . anta Fo
0il Conservation Commission

_P. 0. Box 2088 N 2 A

. I (s is 57
Santa Fe, New Mexico 87501 : .

Attention: Dan Nutter
Géhflémen:

This letter represents an application on behalf of our
client, Black River Corporation, 620 Commercial Bank Tower,
Midland, Texas, 79701, to force pool the interests of all
working interest, royalty interest and overriding royalty
interest owners as to the Morrow formation underlying all of
the W/2 of Section 3, T-26-8, R-24-E, NMPM, Eddy County, New
Mexico, which will be assigned to the Cities Federal No. 71

Well lceated 19280' FNL and 1980' PWL of said seciion 3. |

We will appreciate your setting this application for
== hearing on your docket for July 12, 1972.

; Yours truly,

Martin L. Allday

MLA/meb

OOCKST MRiED
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A1, 2 and 3 o

IN THE DISTRICT COURT OF EDDY- COUNTY
STATE OF NEW MEXICO
RUTTER & WILDBANKS CORPORATION,
a Teyas Coarnavation.
Petitionerx,

ve.

4
Q

1
@
o>
~d
-3

OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO,

Reséondent.

ANSWER TO PETITION FOR REVIEW

Respondant, 0il Conservation Commission of New Maxico,
answering the Petition for Review states:

FIRST DEFEHSE

1. Respondent admits the allegations contained in Paragraphs
f the Petition for Review.
2.» Respondent denies the allegation in Paragraph 4 of the
Petition for Rev;ew that the Petitioner is adversely affected
by cOmmigsion Order No. R-4353 as raaffirmed by Orxder HNo. Rr4353—A‘;2
Respondent admits all other allegations contained in Paragraph 4
of the Potition for Review. \
3. Respondent denles each and every allegation contained in
Paragraph 5 of the Petition for Review.

SECOND DEFENSE

Petitioner fails to state a claim upon which raelief can he
granted.

WHEREFORE, Respondent prays:

affirmed,




gA

3. That the Court grant Respondent such other and further

n ) >
ﬁ \ZJJ&Mny QQ”K

ILLIAM F. CARR
Special hssistant Attorney Genexa
-fepresenting the 0il Consaervation
Conunission of New Mexico, P. O.
Box 2088, Santa Fe, New Mexice 87501

£ as the Court deemns just.

I hereby certify that on the 5th
day of March, 1973, a copy of the
foregoing pleading was mailed to opposing

counsel of racoxd.
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