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SANTA FE, NEW

MEXICO

July 12, 1972

EXAMINER HEARING

IN THE MATTER OF:

Application of Alice Ballard,
Amelia Miller, Thurman Mayes,
and John A, Mayes for compulsory
pooling, Eddy County, New Mexico.

™

4767
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IN THE MATTER OF:

Application of Alice Ballard,

| Amelia Mili¢¥, Thurman Mayes,
| and Jonn A. Mayes for compulsory
“pooling, Eddy County, New Mexico.
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MR. STAMETS: We'll call next Case 4767,
MR. HATCH: Case 4767: The appiication of Michael

- Vol T— ’
piiie TNIRRANT Ssa

_P._Grace_and. Corinne- -Gra

Ballard, Amelia Miliéf, Thurman Mayes, and Johh A, Mayes.
fue appliication in Case 4767 1s Lor compulsory pooling,
Eddy Countf, New Mexico.

MR. COOLEY: William J. Cooley, of Burr and Cooley,
Farmington, appearing on behalf.of the Applicants. Mr,
Watkins of Carlsbéd, New Méiiéb; appearinérggrédditional
counsel for Michael P. Grace. | |

MR: Hiﬁkﬁﬁ; ‘Clarencé Hinkle, of Hinkle, Bondurant;
and Christy, Roswell, appearing on behalf of Black River
Corporation,

MR. COOLEY: We'wili have four witnesses.in this
case,

MR. HINKLE: I would like to make a motion, and
this motion will also applj to Case 4768 when it is called.
It has already been brought out here that a lawsuit is
pending in the District Court of Eddy County, MNew Maxico,
which not only involves the Southeast of the Southwest of
Section 3, but also involves the West half of the Northeast
quarter and the Northwest quarter of Section 10, and involves
the Southeast of the Northeast quarter of Section 9. WNow,
the application in Case 4%67 is for forced pooling for a

non-standard unit in the East half of Sectionyg. There is

§ ftor Alice =~
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! 1| no well involved here, The only acreage that they have
F 2| is dependent upon the lawsuit which is pending, and we

. 3| don't know whether they are gcing to have.title or not, but,

£

i

pv—ry
- .

of course, the Commission cannot determine the title on

3] these leases, and with that reasoning, I move that this case

. be either dismissed or continued unﬁil such Eime as this
5 L’ 'Eé 7 lawsuiF is,dispdSed of. You can make it sixty ddYs if you
Egi §§ 8 | want to,as was Mr. Cooley's suggestion.
i ‘ Ei 9 ) {AR. STAMETS: Mr, Hinkle}*are}you saying that you
i{% _§§ 10 | do not feel that the Applicant has a valid working interest {
;g%- gg g1 | at this time and until that is resélQéa, fhe Commission
S |

working interests, but in Section 9. As I understand it,

o {g ,3 cannot consider this? R
F :g 13 MR. HINKLE: Yes. The title is in dispute, the
éfg | 14 | title for this lease ownership is in dispute.

? ) 13 MR; STAMETS: Is it YOur opiﬁion that;any

?Eg 16 ihdividual involved with this acreage, regardless of whether
?‘g 7 it be Black River or the Graces or whoevef, should wait

? t 18 until the Court case is resolved?

;t% i MR. HINKLE: WNo, I think others could héve valiad

o
8

the only working interest that is in dispute is in the

1216 FIRST NATIONAL BANK BLDG, EASTeALBUQUERQUE, NEW MEXICO 87108

e 21
§E§ 22.Southeast of the Northwest, but they are the ones who have
iiﬁ 2 made the application for forced pooling, and this acreage

is in dispute.
24 .

5 . A
F;

s MR. STAMETS: Mr. Cooley, do your clients have a
2 ~.
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valid uncontested working interest in the acreage in the
section in question where they propose to drill or propose
to have the right to drill?-

MR. COOLEY; 'The only interest that they own in
Luese WO éeccxons as stated by Mr. Hinkie is that which is
being contested in the lawsuit that has been discussed here.
fhey do not have any uncontested working ‘interests other
than these leases from the Ballard—Miiler-Mayes»group. The
Graces have enough confidence in‘these legses to pay ten
thousand-dollars in cash for these leases and have enough
confidence to go in and possibly'drill a well even before
the resolution of this lawsuit. From the testimony that
we have heard today about the opinion of the experts as to
communication in this field, there is the 1ike1ihood of
drainage, thé very great likelihood of drainage, in the
North half of Section 10, and, for that matter, in the East
half of'Section 9. It seems to me that whatever is good
fdrlthe>goose is good for the gander in this situation, and
we battled long and hard about continuing thevcase with 
respect to the West half of Section 3, and the Examiner,
after due deliberation, considered that that case should
go on. I don't feel there is any difference between the
two situations, and we are prepared to put on testimony
that the acreage involved in the applications in Cases 4767

and 4768 overlie the common source of supply and can be




-

P 4

N R

W w
e ol !

-
-4

@; S ;3‘; 3

b

,l': 13
o

k;ﬂ;

Y. meier & mc cormic

dearnle

269 SIMMS BLDG.#P.0. BOX 10928 PHONE 243°66010ALBUQUERQUE, NEW MEXICO 87103

1216 FIRST NATIONAL BANK ‘BLDG. EASTeALBUQUERQUE, NEW MEXICO 87108

10

11

12

13

14

15

16

17

18

21

22

23

24

25

drained whether they have a well on
don't have a well on it. To drag this out and to ﬂ;ny the
‘application of Mr. Grace is to deny him ﬁhe‘right to go
ahead aﬁd drill. There is no conflicting application so
L;L as these two cases arxe concefned that are now pending
anywhere. Mr. Grace may be very unwise from a business
standpoint to sgpend his ddlla;s on contested leases, but
Mr, Grace has every confidence that he is going to win the
lawsuit. Hé has spent a great deal of money aiready, and

is prepared to spend some more. This is no different than

the West half of Section 3, it is going to be drained unless

a well is drilled.

MR. STAMETS: I am trying to clarify in my own
mind whether if this case is heard, a valid order could be
issued or whéther or not it should be continued until such
time as there is an owher who has the right to drill,

MR. COOLEY: The color of the title, whether it
is sta;ned or not, has no bearing on Mr. Grace having the

right to dArill_ T 3

on't think the Commission could issue
him a drilling permit if he apﬁfiea for dne;rg;énmif the
entire half section were not in contest. He has the color
of titleiand the right to drill at this pbint.

M, "ooleybhas already stated that
they did not have a lease other than what is in contest.

In other words, the question to title is still pending in
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the District Court of Lee County, and the title is in question;

VOV aviiy

an

d I

do not think the Commission could issue an order
because you will not have an operétor who has the right
to drill,

MR, STAMETS: Let's suppose we hear this today
and we wait until the District Court has dééidédeéforé
issuing an order. Would ﬁhe testimony be considered proper?

MR. HINKLE: The District Court might decide

‘adversely to Mr. Grace aﬁé%;;é£ ﬁ§Qid7ﬁaké it moot.

MR. STAMETS: Would we have to go back and do it
all over again?

MR. COOLEY: If the case is resolved in My, Grace's
favonr, then’as of June 23rd, 1972, he’had unquéstioned and
exclusive right to drill., So my answef to your question is
that it would be comélétely propsr, and I don't think there
is any question about that whatsoe&er. If the Court's
decision is in favor of the blaintiffs,‘hhb’are the Ballard-
Miller-Majes group, and the intervenor is Mr. Grace, then
the pribr lease, as we maintain,‘expired on October 22nd,
1971,>and the éroperfy femained unleased until Junev23rd,
1972, and from June 23rd, 1972; Mr. Grace has had sole and
exclusive right to drill.

MR. STAMETS: My question really has to do with
whether I héve the right to hear this case under the statute,

and can an order be issued if these cases are heard today




PAGE
r 1| before the case is adjudicated in District Court?
' gﬁ 2 ' MR. COOLEY: Can an order be issued before the
: 3] case is adjudicated?
F 4 MR. STAMETS: Yes, before the Court says, "Yes,
;”' , 8| this person or persons nas nad the right to drill since
13 FIY .
| A 6| June 23xd, 1972, has had the right to operate this well or
: F = " 7] drill this well."
—
Q
: F (] 8 MR, COOLEY: Yes, I think you have jurisdiction
' = g | to hear this case.
o .
B 10 MR. HINKLE: I think that it is absolutely clear
m #_‘“ ] B ‘V"A e . : . ,,.‘,,,_ i - e
B E 11 | that you could not issue an order until the District Court
: -% 42 | Pas adjudicated this, and then you also run into the gquestion
E g §§ 13 of whethg‘f'.:“or nct the case is going to be appealed.
E Eg Wl MR. STAMETS: Mr. Cooley, if Mr. Hinkle's
b x - : .
'; g W W .
=z 15 interpretation is correct, it could be a considerable length
2 e W W .
E gg 16 of time before an order could be issued, and I might get hit
>0 - .
ow .
§§ 7 By a truck between.then and now, and I'm not sure an order
by < D
& e B
§§ 18 could be issued if such a thing should happen, if we had
L b , ‘ ‘ :
é E‘: ‘0 to wait until the case was adiudicated hafare ws.ocould
X = :
¢ v 2 a . a
@ 3 20 | 188ue an order,
& gz | o
5 J a1 MR, COOLEY: As to the question of whether an -
s oy o <
B .z g -
t é z% 2 issuance of an order could precede the final determination
: s Z L : v _ .
: E 35 of the lawsuit, I must agree that the Commission could not
I 2 2 e .
" i issue such an order, but you could issue an order after
2 24 :
\é the determination of this case without further ado.
' 25

Ve
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MR. HATCH: Mr. Cooley, when does your client

propose to driil.the well?

MR. COOLEY: I would say within the next ninety days.

MR. HATCH: Before the decisiqn in the District
Court?

MR. COOLEY: 1It's possible-- well, I will have to
;ake that back because ﬁhey couldn't drill the well until
the Commiss?pn issued a forced pooling order paming them as
dperator.. o
| MR',HINKLE:,,I donjtrgglieve thgre isrény question

that the Commission would not have the authority to issue

‘an order unless they could find in this case that the Graces

had title to this particular forty acres.

MR. STAMETS: I don'ﬁ think that is the quesﬁion
anymore, I tﬁink“there is soﬁe agreement that the oxder
could not be issued until the case is adjudicated. I think

this boils down to whether I may hear the case before the

adjudication of the District Court case, and if I may, whether

s . o A
- ik

. - £~ .
. - -— o
A AR .

L Aen L 1T R T
AUGCA 2UL Qi W 1

us wno ars ners Lo go anead
with it. There are two questiohs that maybe we can ask the
Secretary. One of them would be if an order cannot be
issued until after the case is adjﬁdicgted, Qouldnit it be
befter"for your client to wait until that time before coming

on with these cases?

MR. COOLEY: We are opposing a continuance, and we

P U

N




PAGE 10
P 1| feel that you have unquestioned jj'urisd‘icf;i-nwtor hear the case. |7
F 2 ' MR. HINKLE: We think that you would be spinning
3! your wheels because even to hear it and then to have the
P 4| Court decide against the Graces, it would all be for naught,
’;f 5 | MR. STAMETS: #r. Hatch, do you have an opinion?
7 v 6 MR. HATCH: I think the case is premature here,
B &2 » : S )
A ? E 7{ and should be continued at least, perhaps even dismissed
: | — .
, o - : :
F (& 8 | until the Applicant can come in here.-and establish the right
: = 9| to drill.
F 10 MR. COOLEY: I would like to respond to that. Did
E & 11 | I anderstand that to be a ruling?
% >~ : 7
{g 12 MR, HATCH: The Examiner will make the ruling.
h i
E 8 13 MR. COOLEY: I have already stated my position,
by o | . ,

14 and I think the Examiner does have the right to hear the case,

o3

¢ Yo

:. x L J

w0

: ¥ o

X _ _

; . :g 15 (Whereupon an cff the record discussion was held,)

‘B 3z

- k8 §§ 16 | - (Hearing continues.)

o : R

: 4§ §§ 17155 MR. STAMETS: Cases 4767 and 4768 will be continued

i :2 | T

. 23 18~to nine o'clock tomorrow morning.

o ] ;: 19 - (Whereupon Cases 4767 and 4768 were recessed at

: 29 . o

W v 2 seven-thirty P.M., Wednesday, July 12th, 1972 until nine A.M.,

;i $Z ; ; L ' '

! -3 Thursday, July 13th, 1972.)

e 21

W 53
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t: 2

i FH g :
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STATE OF NEW MEXICO )
) ss

COUNTY OF BERNALILLO )

I, RICHARD E. McCORMICK, a Certified

Reporter, in and for the County of‘Bernalillo,

Shorthaind
State of

New Mexico, do hereby certify that the foregoing and

attached Transcript of Hearing before the New Mexico 0Oil

Conservation Commission was reported by me; and that the

same is a true and.correct record of the said proceedings

to the best of my knowledge, skill and ability

101

Taw Yewico Gil Consorva

ERTIFIED SHORTHAND REPORTER

v 3 xR
. i
R A .
Loy

RS =i
tion Coosiosion
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1 ‘(Whereupon the hearing of Cases 4767 and 4768
2| was continued at:nine A.M., Thursday, Jﬁly 13th, 1972,)
3 _MR. STAMETS: The hearing will come to order.
4| Let the record show that the hearing recconvened in the 0il

[0S o ~

5y Sireavallon commission contexrence Room of the State Land

;; 6| Office Puilding at nine A.M., July 13, 1972, - |
'Eg 7 We will call the next case, Case 4767.

| -, . ’ :
8 s MR. HATCH: Case 4767: Application of Alice :‘
§§ 9 ’Ballard, Amelia Miller, Thurman Mayes, and John A; Mayes for | }
:55 1é_”compuls”ory pooling, Eddy County, New Mexico.

QE, 1l MR. COOLEY: W_illiam J. Cooley, of Burr and Cooley,

_é; 12 Farmington, appearing on behglf of the Applicant. As in the

Eg 13 previous casés, I’ would move that the Examiner substitute

14 the new lessees, Michael P. Grace and Corinne Grace as
18 substitute partieg applicants inasmuch as they have taken

16 ovér‘the oil and gas leases from the original applicants

who f£iled the application.

209 SIVM;WS BLDG,.‘O .0, BOXN 10920 PHONT 24300019 ALBUQUERQUE, NEW MEXICO 071°§

:
X
W
b3
H
z
W
3
@
"]
o]
§ 17
f 18 MR. ‘STAMETS: The substitution will be approved.
-
2
w
3
9 - :
° 20 and Christy, Roswell, appearing on behalf of Black River
z .
<4 =
q Corporation. “
< 21 )
g \ MR. STAMETS: 1Is there any reason that Cases 4767
2.
z
0 and 4768 should not be consolidated?
« 23 |
5 MR. COOLEY: No reason at all. I would SO move
24 ‘ v .

with the same motion ‘with respect to the parties applicants.

25,

l
i
|
1 MR. HINKLE: Clarence Hinkle, of Hinkle, Bondurant, 1
1
]
|
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©

M

CUTVR RS s 3
“abN» LS S

AMETS: The motion is approved in both~

respects, and the cases will be consolidated for the purpose

of hearing.

MR, COOLEY: The Applicant has two witnesses,
Ui e wicanhorsu anu ML . BLate,

MR, STAMETS: Mr,. Hinkle, do you anticipate
calling witnesses? .

MR. HINKLE: We have no witnesses at this time,
;w&'migﬁénhéQeAlatef on,

MR. STAMETS: Have the witnesses sworn. .

VfWhéfeupdh'Mrs. Grace and Mr. Steinhorst were
sworn by Mr. Hatch.)

MR. COOLEY: I will call Mr. Steinhorst.

* * * *

RICHARD STEINHORST,

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

“tagtified as follows:

DIRECT EXAMINATION

BY MR. COOLEY:

O Mr. Steinhorst, will you state your name for the record,
pleasge?

A Richard Steinhorst, Jr.

0 Vhere do you reside?
A Lafayette, Louisiana.
Q By whom are you employed?
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onsulting petroleum engineer for the Graces.

9]

Q Specifically, have you been employed by Mr., and Mrs.
Grace with respect to engineering studies concerning
the East half of Section 9 and the North half of
Section 10 in the Township and Range involved in this
hearing, being Township 26 South, Range 27 East, Eddy

Counﬁy, New Mexico?

g

That is correct.
Q Have yoﬁ‘made a study with respect to potential
productivity of this acreage iﬁrfhéMﬁéshin§t§h Ranch-
Morrow Gas Pool or similar intervals?
A I have.
Q First, Mr . Steinhorst, I hand you an acreage plat wﬂich
has been identified as Exhibit One in this case, and
I ask ydu‘if‘it reveals the acreagevin question and.
showsﬁthe lease ownershib?
MR, HINKLE: Do you have a copy?.
MR; COOLEY: That's the only one. It's the same
one as vesterday.
MR. HINKLE: Who is C. R. A. Inc.?
MR. COOLEY: We had to take that from the Eddy
County:Abstract Company, whicﬁ showed a lease to C, k. A,

Inc.

"MR. HINKLE: Are you introducing this for the

purpose of showing title?




e

dearnley, meier & mc cormick .-

200 $IMMS BLDG.2 P,O.. 80X 10926 PMONK 243-06910ALHUQQ!RQUE. NEW MEXICO 87103

1210 FIRST NATIONAL BANK BLDG. EASTeALBUQUERQUE, NEW MEXICO 87108

0]

11

12

13

14

13

18

17

i8

19

21

22

23

24

25

PAGE 6

MR. COOLEY: Yes, as reflected by the recof&gfbfr
Eddy County, New Mexico. You may have some later information
than tﬁe;County Clerk does, |

MR. HINKLE: Did you personally make a check of
the records? ‘

THE WITNESS: No, Mr. Miller made the check.

MR, COOLEY: 1I personally reviewed the leasehold
take-off prepared by the Eddy County Abstract Company, which
is the basis of this representation.

__ MR. HINKLE: Go ahead, I will handle this on cross
examination.

Q‘ (By Mr. Cooley) Without going into detail, the exhibit
reflects, does it not, that Mr. Grace is the lessee--
claims: to be the lessee with respect to the Northwest
quarter of the East half of the Northeast quarter.of

. ‘Section 10, is that correct?

A  That is correct.

Q And likewise with respect to the Southeast of the
Northeast quarter of Section 92

A That isvcorrect.

'MR; COOLEY: For the redord, Mr ., Examiner, these
are the tracts that are under lease to‘Mr; Grace from the

Mayes~Ballard-Miller group, the former épplicants, and who
are the mineral owners of these lands, this being the same

acreage that is in controversy with respect to Eddy County

i
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vause Number 27,600, where Mr, Graéé ééeks to acquire that
acreage. So this acreage is the subject matter of the
lawsuit I have described, ahd title will not be cleared
until the lawsuit is resolved. |

MK, dDrAMbas: 1 presume tne Applicant in thls case
will advise the Commission when that is resolved?

MR, COOLEY: We will advise the Commission of the

‘outcome of the lawsuit.

MR. HINKLE: I take it from your statement that you
that as far ag thig acreage in Sections 0
and 10 are concerned, that they will not have good title
until such time as the lawsuit is determined, is that correct?

MR. COOLEY: That is correct.

hR. HINKLE: In view of this, I move at this time
that the case be dismisSed due to the facf, and»it is now
clear on the record, that the Graces do not have title to
the’acreige they:- claim so‘they can dfill. |

MR. COOLEY: Mr. Grace will have the right to go
out and drill if he chooses to do so from the leases he has
from the Ballard-Mayes~Miller aroup. If he wanted to téke
that risk of subsequently losing title, that is his
prerogative.

MR. HINKLE: By the statement of counsel, it clearly

shows that title is in dispute, and that this case is pending

in the District Court of Eddy Counﬁy,and the Commission does
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not have fhé'aﬁéhofity to degérmine:title or go;into it
so long as it is in dispute, and I think my motion ought
to be sustained.

MR. COOLEY: Wa stipulated yesterday that we felt
thac vie COmmission cercalnly>had no jurisdiction Qhatsoever
in determining title., 1In the past in all the cases I have
heard of, the guestion of title has nevgr come»up to my
knowledge, and the issue here is whether the Examiner has

jurisdictjion to hear the matter and to withhold issuance of

an ordsr until 8UGH time as the question of title has bee
reéolved. If the question is resolved in favor of Mr. Grace,
it wiil be a retroactive gécision to the date of the lease,
that.being Jung¥?3y§&&£9$§.
oo MR, HIﬁkLE: I think the Examiner and the Commission
has to lébk at the record as to the difficulty they(will

have if the case is heard now and not ét some future date.

The fact that title is in dispute;and is’admitted'to be so,

is controlling, and the qOmmission ought to take notice of
that as it is shown by the record at this time.

MR, HATCH: I think that in view of the testimony
that was presented yesterday, or the arguments at thé
beginning of these two cases yesterday, and 6n ybur'ruling
that you would hear the cases, that you should take Mr,

Hinkle'simotion to dismiss and reserve your decision on that

and hear the cases and perhaps something else will develop

T
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in the cases that you can base your decision to dismiss on

at the end of the case. But I would recommend you go ahead

and hear the cases.

MR, STAMETS: The Examiner is in agreement with
thal weclsion. 1 wlii near the complete cases for both
applications, and this does not mean that I will not
recommend the cases be dismissed or proceed in any particulai
manner after the cases are over. We will take full
consideration of your motion at the conclusion of the éases,
Mr, Hinkle., |

MR. HINKLE: At the conclusion?

MR, STAMETS: Yes.

MR. HINKLE: okay.

MR. STAMETS: You may‘éroceed, Mr. Cooley;

Q (By Mr. Cooley) Mr. Steinhorst, with respect to the
engineeiing studies that you have made concerning the
North half of Section 10 and the East half of Section 9
in Township 26, Range 24 East, Eddy County, New Mexico,
have you prepared an exhibit which reflects your
concept of the controlling geological factors of that
area?

A I have.

Q I hand you what has been marked as Exhibit Two, and ask
you to explain the same.

A This is really a sketch map of some geological data
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évailéﬁlé frbm the State of Ne& Mexiéo; ’The wells
are a little bit of a composite because some of the
features onrhere have already been substantiated by
wells that have been drilléd in the area. Referring
to the map, you will notice it is contoured on the top
ofkihe formation that the State Geéloéiéglfééople
surveyed, which does give a redsonaple éicture. The
yellow line coming down from about the middle-- well,
roughly between Sections 3 and 4, is the axis which
as being in existence by .the wells that have been
drilled.
Is that the top center of Exhibit Two?
Right, the top center of Exhibit Two.

The other yellow cblored anticlinal axis is the
one that Mr. Vance Kelly of the“University of New Mexico

say$ is there. I don't believe it has been substantiated

§eﬁ,ﬂﬁﬁt any sub-surface data available, we merely
‘fpﬁ£ in there to indicate the dike down in the Southeast
" quarter of Section 10. The dike has been shown to

exist by the State Geological maps, and also by a later

exhibit we will illustrate that it is there and that N
this is the controlling feature in the South part of
10 also.

Let me interrupt you at this point, for what reasons

i e
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is thé dike in the Southeast quarter of Section 10
controlling?.

Any time you have a dike intrusion, you get an altering
of the formation in the proximity of the dike, and |
therefore, the possibility is there that you may have
no permeability orx porosity within some distance of

the dike,.

Is the dikg a thsical factor and does it tend to

altér and destroy the permeability and porosity of

“Well, the intrusion of the dike itself plus the heat

that exists when the dike intrudes does have a marked
affect on the adjacent depositional rocks.

Based upon that, is it desirable to stay away from a
dike as much as possible Wiﬁh respect to the well bore?
Well, yes, it's a pretty good idea to:stay far enough
away that you feel like the formation has not been
altered.

Does the dike to which you refer in the Southeast guarter

of Section 10, in your opinion, constitute an effective

- permeability barrier?

Very definitely.
Proceed.
Right above the dike is:ia dash line which indicates a

fault. This fault is:another controlling factor in the
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P 1 productivity in the Southern part of Section 10 \and
Eﬁ‘ 2 the extreme Southeast part of Section 9. Therefore,
] 7 3 this could be a very limiting factor in this particular
r‘ : 4 portion of fhe field.
;“ 51 W Uo you have any turther comment with respect to Exhibit
| ..‘.4 6 Two":‘
» r é 71 A No, other tt‘xan that it is pretty straigimtforward, and '1
_"- tﬁ § 8 - just illustrates that possibly there is a limiting
. § 9 factor there and from the wells in Sections 3 and 4
: E :‘:; 7 16| . and the geologié—al factors that we have available to-
E qu 11 us, it is indicative that the location proposed in
% 2 12 Sections 10 and 9 are probably productive.
3 _g gg 1319 Have you caused any other geological work to be performed
,g g:ﬁ_’; 14 that would tend to confbirmr the’ existence of a fault
ﬁ §§ 18 - and a dike in the Southeast quarter of Section 10 and
F g; g% 16 this general area?
: (¢4
x g gg 7 A We took two infrared photographs which I believe you
‘ ) %g 18 marked as exhibits. ,
z‘i §§ ” '19‘ Q I hand you Whgt héve?»been matked as Exhibits Three and
g Eé 20 | Four. and ask you if those are £he photographs you
gl Sz
. é"; 2 are referring Fo? ' )
p g g% n A Those are the photographs. These particular phoitographs
E :3;;:_‘} 2 show the dike and they are over in Seétion 11.
| %g 24 Unfortunately, we didn't carry this on over, but it
3 .N 8 also shows the weli in Section 11, one of the photographs
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Q

Yes.

does, and then to the south of that, you can see the
dike, and you can see very definitely where the fault

cut and dike are.

Do you have an extra copy of these photographs?

no, I do not,
Would you rise, please, and go around to the Examiner
and explain the exact area that is in question and

how it relates to Exhibit Two?

(Whereupon the witness complied with the requestrwwﬂrﬂ_;,i
of counsel and the dialogue between the Examiner and the

witness took place off the recovd.)

(By Mr. Cooley) Based upon all of the information
available tc you at this time and the studies you have
made, do you have an opinion as to whether tﬁe East
half of Section 9 and the North half of Section 10
shouLd reasonably be presumed to be productive of gas
from the Washington Ranch-Morrow Gas Pool?

Very aefinitely.

With respect to the well locations tha£ have been
selected by Mr. Grace, do you feel these are the best
1§éations that could have been selected within ghe
iimits of the rules and regulations concerning the
location of wells in the area?

To elaborate a little bit, going back to the

- sketch map, both of these locations are reasonable
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Q

A

Q

A

Q

A

T

distahées from the fault trend and the dike trace as
to be out of any influence that these twovfeatures
might have on the alteration of the formation, and

you will notice that the anticlinal axis coming down
petween Sections 3 and 4 indicate that it is trending
toward these two locations, therefore, there should be
~structurally high well placements.

In your opinion, will the wells,as plotted, effectively
and efficiently drain the proration units assigned

to them?

They will.‘

In your testimony yestg?day with reépect to the previous

case, you expgésgédﬁﬁbﬁe doubt and some concern:: with

‘o

exrcgpackt to the ability of the well in the West half

of Section 3 being able to drain that entire half section.
Do you have the same concern with respect to the East

half of Section 9 and the North half of Section 10?2

No, because you are not draining such a long distance:

I understand then that your feeling of the location of
the well with respect to the particular unit involved
is that it will effectively drain the pforation unit
assigned?

That's right.

MR. COOLEY: No further questions.

* - * * *
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CROSS EXAMINATION

BY MR. HINKLE:

Q Referring to Exhibit One, who prepared the plat?

A That actual plat was prepared by Mr. Charlie Miller.

v You had nothing to do with the preparation of that plat?
A Not of the plat itself, no.

Q You don't know of your own information that the

ownership shown is correct?

A I have seen the abstract data that Mr. Cooley referred to.
Q Do you know whether or not the records in the office

of the County Clerk of Eddy‘County also show;the oii
and the gas lease of Mr. Miller, J. W. Miller, that
cevers the Southeast of.the Northeast of Section 9?

A I understand there was sucﬁ a lease ané that lease has

expired.

Q The one that applies to the Northwest quarter of the

West half of the Northeast quarter of Section 10?

A That‘é correct. |

Q Can you state of yohr own knowledge that there is a
suit pending in the District Court of Eddy County that
involves}title to these particular leases?

A I have been so informed, I haven't actually‘seen the
suit paéers.

MR. COOLEY: We will so stipulate, Mr. Hinkle.

MR, HINKLE: That's all I have.




—r——

]

M

K

Y, Meier & mc cormic

dearnle

200 SIMMS BLDG.¢P.O. BOX 10020 PHONE 243-06910 ALBUQUERQUE, NEW MEXICO 87103

12186 FIRST NATIONAL BANK BLDG. EASY SALBUQUERQUE, NEW MEXICO 87108

10

1

12

13

14
15
16
17
18

19

21

22

23

25

Trace 16

CROSS EXAMINATION

BY MR, STAMETS:

Q Referring to Exhibit Two, these contgurs of the top
of Bell Canyon, which is of considerable thiékness and
a vonsiderabie veriical distance above the Morrow,which
is the formation in question, why did yoﬁ not use the
Morrow formation for your contour Mapé

A The real purpose of this particulaf map is supposed
to be a structural map to demonstrate the regicna1
controlling features whiéh would have influenced aﬁy
productivity or an& possible productivity of the Morrow
or any productive zone you might run into in this
particular area,

Q These features could just as well have been put on a

Morrow map, these features of the dike and the fault?

VA ‘This could have been, however, the thing we are really

t¥ying to illustrate is the regional situation by
qﬁéihér*éedjogical data, which is not hecessa:ilyr
~a§3i15ble from the well records. We are trying to

illustraté this by other geological data because you

éré'gettihgfiﬁﬁo an area where we don't have'any»weil”
’ anything you did with the Morrow would be
completely speculative at that point,

MR. STAMETS: Are éhere any other questions?

* * x *
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CROSS EXAMINATION

BY MR, HATCH:

¥

i

©

The yellow line on here represents a faulté

No, the yellow line represents thé anticlinal axis;

in fresponse e uvne or Mr, Cooley's guestions a moment
ago concerning the productivity of the East half of
Section 9 and the North half of Section 10, you said

it was your belief that they were productive of gas
from the Washington Rénch-Mor:ow Gas Pool,

uYés;j_A,w

Is there anything on this Exhibit Two that would
indicate that wells drilled in the East half of Section
4 or the West half of Section 4 or the East half of
Section 3 or the West half of Section 3 are hot producing
from the same common source of supply?

No.

Is it your opinion that all of those completed wells
and the wells at these proposed locations would be

producing from the same common source of supply?

Yes.

g
P

And that would be designated the Washington Ranch-
Morrow Gas Pool?
Right.

MR. HATCH: I have nothing further.

MR. STAMETS: Is there anything further from this
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MR. COOLEY: Mr., Examiner, we have a problem.
The well cost data which Mr. Steinhorst prepared was typed
up last night, and the typist made some errors that are
Leainy COLrectea right now, and at this point, we definitely
want to submit this information, but it is beiﬁg retyped
right-now.

MR. HINKLE: Do you want to wait until the
conclusion of the case? |

MR. COOLEY: Yes..

MR. HINKLE: No objection,

MR. COOLEY: If we could defer the presentatiocn
of that evidence through M. Steinhorst to the end of the‘
case and proceed with Mrs. Grace's testimony, I would
appreciate it.

MR. STAMETS: There being no objection, we will
do that. |

(Witness:excused.)

* * * *

CORINNE GRACE,

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

testified as follows:

DIRECT EXAMINATION

BY MR. COOLEY:

0 Mrs. Grace, you are the wife of Michael P. Grace?
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Yes.

You are the co-owner or co-operator of the oil and
gas leases designated as the Grace leases on Exhibit
One in this case?

Well, I'm the co-operator,

That was my question.

Yes,

And in connection with these leases, have you caused

to be delivered any notices or requestis to other

operators, working interest owners, or royalty owners
in the East half of Section 9 and the North half of
Section 10 with respect to voluntﬁrily pooling this
acreage for drilling of a well thereon?

Yes, sir.

\ :
Specifically, who did you notify and in what manner

and when?

We .. sent Western Union telegrams to Black RiVer,‘Cities
Service, and Arapahoe Limited, and furnished the Oil
Commission with the addresses-- the known addresses

that the people in Eddy County furnished us with.

When you say Eddy County, you mean the Eddy Céunty
Abstract Company? |

I'm sorry, ves.

When were these telegrams sent?

I think approximately June S5th.
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Q In this case, you and your husband are seeking to be
operators of the well in question?
A Yes, we feel we have to-- we're getting/t?lephone calls

at midnight and in the middle of the night and

everyfhing else. People were telling us that Black

River was going to move on tc the West half of Section 4

and this gets pretty nerve~rack1ng,> Mr. Forest Miller

told someone in my presence that they were not going

to drlll ‘anymore in the Washington Ranch .area..

Approx1mate1y two days later, I heard that they were

out thére with bulldozers building théir locations, =
MR, STAMETS~ Excuse me. We are talking about

Section 4 here, and I bel;*v; the area in question is

’
T, /‘_‘

Seétlon 9 and :Feétion 10. I would like to be assured that
this has some relationship to that before you get into it,
THE WITNESS: w§ll, the rélationship is that thesé
are the kind of people that one has to deal with, they're
in there tdking over your land and operating it. Mr, Porter,
I have alwéys héard, is a very fine,sound gentleman, and I'm
sure he doesn't stand for that sort of thing,
MR. STAMETS: I believe that that wi;l not be
one of the causes for forced pooling under the section‘in
question, and@ I think the testimony should be centered around

that if it could be,

THE WITNESS: I was giéing my reasons.

L4

i
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0 (By Mr. Cooley) Is it your purpose to immediately
'proceed with the wells in the North half of Section 9
and the East half of Section 10 immediately upon the
conclusion of Lhe lawsuit referred to?
A Yes.
MR. COOLEY: No further questions.
MR, STAMETS: Aré there any questions of this

witness?

MR. HINKLE: Yes, I think so.

k- % a0 T TR

CROSS EXAMINATION

BY MR. HINKLE:

Q I believe you stated that you are the owners of the
oil and gas leases that cover the acreage involved in
Sections 9 and 10, is tgét right?

A My husbénd is the owner of the lease, and he has made
me co-operator.

Q Now, have you completely paid for the oil and gas lease
that you have covering this acreage?

a No, sir.

Q ° Isn't it a fact that you agreed to pay a consideratidn
of $125,.00 an acre and put up $10,000,00 to gét title
to the leases and then agreed to pay the balance when
the lawsuit was terminated?

1A Well, the amount I don't have in front of me.




o - o - pAzE 22 I
ka8 ,
! 1 MR. COOLEY: You did acknowledge yesterday that
;* 2| you paid $10,000.00 to the Mayes-Miller-Ballard group.
3 THE WITNESS: Yes, we paid $10,000.00 already.
pa
o 4 v MR, COOLEY: And there is a balance due upon the
k3 51 <lriviuwbilll VL Lie lawskill
Sl
o 6 - THE WITNESS: Yes, sir.
o ] _ )
. i 'E gl Q (By Mr. Hinkle) But you have not paid the balance?
S : |
‘w8 g| A No, sir.
: g 9| Q And will not be obligated to pay it until the conclusion
£ E = io of the lawsuit?

ula No, but we never get this $10,000.00 back.

i
, me

o .
.g TR Now, if you are not successful in the lawsuit, will
=
F E 8 oe 13 you or your husband have any leasehold interest in
- v: , \ ' '
% .
E 29 1 Sections 9 and 10?
: x 4
IR £ oW .
*z 18 A We have the lease, it's merely a question of unclouding
= W ’
: g g the title, :
: 20 16 ‘ T 4
E §§ 17 +, MR,“COOLEY: Mrs, Grace, you must answer the ‘
Yo 22 R ' :
§§_ - question directly. He said if you are not successful, would 1
- O S 3
. E §: vou have any other interest. ' : 5
i s P R b
" £ i E: 2 THE WITHESS: We must be successful, =
o Sz ' e
5 -4 - _ PR - - M *
=9 Q (By Mr. Hinkle) That's not my question, I asked if you
LSE—- & < 21 |
B 2 . z N N "
E 2 were not successful, do you have any other interest
.3 22
T ¢z (
E iv » in Sections 9 or 10 except those that are in dispute?
i m\_L 23
2o
‘ Za A We have no other land except these leases, but we have
3 24
these leases,
25

-.‘ Pl m: i
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Well, all of the testimony as to these leases point

to the fact that they are in dispute.

We have better leases than Mr, Miller, Mr.Miller's
leases are clouded too.

Ju you nave any other interests in Sections 9 and 10?
We have no other land besidés the land in these leases.
That's All I asked you.

Now, I believe your testimony was that you do not

n
3
*
oo
-

i

intend to start these wells unti 1 such time as the

pending lawsuit is terminated, and then only in the

event you are successful,

That is our plan at‘the moment, because we»don't go

cut and drill on land before we have everything in order.
MR. HI&KLE: That's all I have.

* * * *

CROSS EXAMINATION

BY MR. HATCH:

0

I héve'one question. :You testifiéd as to paying so
much for theAleases.

Yes.

And I believe yourbtestimony was that regardless of

the outcome of the lawsuit,you would not receive any

of that $10,000.00 back?

‘That's right. The only reason we are holding up any

payment is we want to get perfect title, but we wouidn't
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get it back even if we don't get perfect title. I
have seen people go and take land and maybe fifty
yeais later-- we have land in Long Island that hasn't
perfect title, and my husband's father got it fifty
years ago. 'This is because the people who ofiginally
settled out there from England &idh‘£ properxrly
establish it. |

Has the $10,000.00 been paid?

Yes, sir,

Will any part of that $10,000.00 be returned if the
Ballard-Miller-Mayes group are not successful in their
1aw$uit?

No, we will never get a penny of that’moﬁey back.

Now, there is a balance due, the $10,000.00 does nbt
represent the éntire amount?

No, it doesn't.

Part of your testimony was that you were paying sé much

an acre, I believe. Would that be paid in addition

‘to the $10,000,00?

Yes, sir.

Mrs. Grace, if the Ballard-Mayes-Miller group is
successful in thisklawsuit, you will be obl§gated to
pay’them some additional money beyond ﬁhe $10,000.00
for the lease?

Yesg, sir.
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Q How much is that?
A I believe it's $40,000,00,
MR. COOLEY: I think the total contract actually

was $40,000.00, $10,000.00 of which has been paid.

A e says the total was $40,000.00, so we will owe them
$30,000,00.
Q If the Ballard-Mayes-Miller group are not successfnl

in their lawsuit, are you still bound absolutely to
pay that'$3ﬁfﬁﬁb;60At6-£hém?
A No. |
MR. HATCH: That's a11 the questions Ikhave.

* x * *

CROSS EXAMINATION

BY MR. STAMETS:

Q Mrs., Grace, I have a qdéstion concerning your attempts
to get together with the othe; owners in these two -
half sections in question here. I wasn't quite clear
én your“answer whether you had attempted to voluntarily
comminitize with these other owners or whether the
original applicants, Alice Ballard et al, had tried to
communitizé with the other owners in the two half

sections.

A  No, we sent telegrams.
Q Was this for voluntary communitization?

A Yes, that they join us in the drilling of the well,
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‘The reason we didn't beg them harder is that the
people we trgsted were telling us that we were going
to move on-- a man, in our presence, said that they ’
were not going ﬁo drill any’more wells. How can you
wOrK wWith people like that?
MR. STAMETS: Are there any other questions?
MR, COOLEY: Yes,

* * ® *

REDIRECT EXAMINATION

BY MR, COOLEY:

Q

of

You have taken the leases to the County Clerk in Eddy

County and received a receipt for the registration

Sy
PP

the leases, have you not?

4

Yes, sir.
There is no condition of delivery on those leases,
is that ?ighté
Yes.
MR. COOLEY: No further questions.

MR. STAMETS: Are there any other questions of

this witness?

-~ MR. HINKLE: May we go off the record?

MR. STAMETS: Yes,.

(Whereupon an off the record discussion was held.)

(Hearing continues.)

MR. STAMETS: The witness may be excused.




%

-

By

SR SR i I R Rl T

G ¥
o -

T M e S -

g

Pcand
P

R4
=

ﬁ
-
ok

inller) &Y

T

o
e ki

=

p——
o

-

ick ‘-

Y, meier & m¢ corm

dearnle

200 SIMMS BLDG.e P.O, BOX 1092 PHONE 24308910 ALBUQUERQUE, NEWMEXICO 87103

1216 FIRST NATIONAL BANK BLDG, EASTeALBUQUERQUE, NEW MEXICO 87108

10
11
12
o
14

15

[
(<3

18

19

21

22

23

24

25

PAGE

27

.(Witnéss excused,)

MR. COOLEY: May we have a short recess, Mr.
Examiner?

MR. STAMETS: We will take fif£een minutes.

(Whereppon‘a reéess was taken.,)

(Hearing continues.)

MR. STAMETS: The»heariﬁg will come to order,
please. Mr. Cooley, do you have some more testimohy?

MR. COOLEY: We would like to preceed withi the =~
balance of Mr. Steinhorst's testimony.

MR, STAMETS: Okay, he may be recélléd.

* * * *

RICHARD STEINHORST,

was recalled as a witness, and having been already duly

sworn, testified as follows:

DIRECT EXAMINATION
BY MR. COOLEY:

Q Mr. Steinhorst, have you prepared an estimate of the
approximate well cégt that you coﬁld expect .to:encounter
in the drilling of the two wells proposed in the East
half of Section 9 and the North half of SéctionVIO?

A I havé.

Q Would you tell the Examiner what those estimates are

and what they consist of?

A Yes, the completed well would be $139,725.00. .
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_MR. HINKLE: How much?
THE WI?NESS: $139,725.,00.
(By Mrf Cooley) Is that with or without service
equipment?
wWwithout, -
What do you estimate the cost 6f service equipﬁent
would be? |
The completed well on production would be $154,000.00.
CME. Stéiﬁﬁéfét{mwhafAéxpéfienée, to ybﬁr éwﬁ ée¥é§nél
knowledge, has Mr. Grace had in connection with drilling
gas wells in the Carlsbad are%?
He has drilled six wells that I know of.

- 'Have you had an opportunity to observe his operations
and thé manner’in Vhich he carries out his responsibilities
in connectign wiﬁh”the drilling and Qperating of a well?
I havé.

Do/yoﬁ have an opinion with respect to his capabiiityv
in this;fégérd?

I would say hevhés been :athér successful, his wells
have turned out:veiy well.

~Do you conSidef him to be a capable operator?

I would say he is a capable operator, yes.
With réspectbto the duestion of operating charges, do
you have a figure in mind that you recommend to the

Commission to establish monthly operating charges for
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the wells in question?

MR. COOLEY: I have no further questions.

fﬁ 2/ A Yes, I think $135.00 per well per month would be
t ‘ .
3 3f reasonable,
f’- 4 : MR. STAMETS: One hundred thirty-five dollars?
iA 5 THE WITNESS: That's right, $135,00.
N 6| Q (By Mr. Cooley) In your opinion, is there any risk
1 r’ = 7 involved in the drilling of the two proposed wells
- : é 7
: ?l o 8 in Sections 9 and 10?
Y &)
' ‘ - OEJ AR very definitely.- -Although_we havae interpreted that area .. | -
E § 10 of production, I feel a risk factor of fifty percent
D
i E 11 would apply to these wells for taking the risk of
.t >
% . 12 stepping out that far.
. _— 2 .
g 8 o8 13[Q  How far a step-out is it?
I - v
‘ 30 . ' . .
ti 30 qala A little over three-quarters of a mile-- nearly a mile
T H ]
: 2z .
’ '§§ 15 actually.
F’? gg | Q On what well?
S u
zg _';:g’ 17 A The well in Section 10, and the well in Section 9 is
o H ;_o
. §'f' 18 about a mile and a quarter. Even though we have:
& s -
* K %3 . |
: Eﬁ g: 19 interpreted the area as being productive, it is a pretty
0 g b
. 9
Eé 32 20 long step-out, - | ‘ };I
% e < .
o J
o < 21
- b4 35 ‘ : ;
sk MR. STAMETS: Are there any questions of this
. gz 2 |
o .
§: witness?
¥ s B
: X ” MR. HINKLE: Yes.

i 5
e * * * *

25 L ‘.

FRE T O
s
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F 1 CROSS EXAMINATION
F 2| BY MR, HINKLE:
v ~ ) |
3! Q I believe you stated that the completed well cost of 1
F 4 the projected wells would be $154,000.00, I assume , {
E 7 5 this means both of them in Sections 9 and 10 would %
| _z 6 each cost approximately $154,000.00, is that correct?
| E vl A Right.
' (=] C .
: Fﬁ (& gl Q Does this include any costs for contingencies?
(5]
056 9| A It does.
: b S w0l How much do you have for contifngencies?
5 ‘D
4 E 12112  Very nearly $2,000.00,
2 Q About $2,000,00?
i : - 12 r . -
. = @
' tg 8 §§ 13 l2 Yes.
© s .
£ A 20 14 Q What are the usuwal contingencies that you have to
:g 15 provide for?
o 32 '
Lt 5§ 16 A Oh, sales taxes, unexpected rental of equipment, and
-~ b o] . )
2‘ [ 4
tg % 5 - things that you cannot always provide for no matter
B ta
§§ 18 how thoroughly you plan.
b Lo .
E? ;:.‘ 19 0 Do you interd this to be turn-key or do you intend to
¢3 »
) ta seek bids for the contract?
i §r 20
e .
5 x 21 A Well, it could go either way. There's a possibility ‘
E§ . r it could be turn-key. :
sz 2 ' _
g iv o) Do Mr. and Mrs. Grace have drilling equipment capable
o z o .
- 24 of drilling this well?
2 24 '
: E A No. Most operators don't have the drilling equipment,
B 25
o s ‘
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and they employ contractors, competent contractors.

By obtaining bids?

Right,

Have you obtained any bids to see what the exact cost
would bevy

We haven't obtained bids, but we have consulted
drilling contractors. |

What drilling contractors have you consulted?

-Big West Drilling Company.

Big West Driliing Company?

Right,

Where are’they located?

I pélieve their headquarters are in Midland or Odessa.
Have there been any others?

No,

Have they ever had experience in drilling this area?.
No direct experience,

The} haven't drilled any of the wells so far?

They haven't drilled any wells in this immediate area,
they have been drilling the general area for quite some
time.

Has Mr. Grace any experiencé in drilling wells'in this
particular area so far?L

Not the immediate area.

Not the Washington Ranch area?
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Not that I'm aware of.

Are you familiar, or do you know, whether or not Mr.

or Mrs. Grace are familiar with the particular technigues
that have been used in the completion of these wells

in—tneWﬁqshintha"Eahch areai”

I am not cognizant ofztheir knowledge of completion
techniques.

You have no knowledge of it?

Of the completion technigues.

I believe you stated that you think they should have
a fisk factor of fifty percent. ¢boes'this mean fifty

percent if the working interest owners decide to pay
. s 'f_)/*. ’

their way?

)
R 7

I wouldﬁyt tﬂi&iyif the working interest owners decided
to pay their way that this would apply.

MR. COOLEY: He said risk factor.
I mean, they're taking the same ri;ks that the Graces are.
Do you have any correspondence wifh the Big West
Prilling COmpény in regard to the cost of drilling
these wells?
No, fhis has beén personal contact.
When did you personally'contact them?
Let me think of the day. TodaY'srthe thirteenth, it
was last Thursday, Thursday of last week,

A week ago?
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A week ago, -- Whatever last Thursday waé, the 6th or

MR. HINKLE: I believe that's all,

* * * ®

. CROSS EXAMINATION

Mr. Steinhorst, will you supply the Commission with
a completed copy of this estimated well cost?

You would have had it now, but the girl got confused
and she didn't get it typed properly.

Mr. Cooley asked you about “capable operator"”, I wish

you would define for me what you consider a capable

The ability to drill a wéll with a minimum of problems
and with the probability that the well, if it was
productive, would be successfully and prudently completed.
The ability to negotiate a market for productionfif

the well is produced, and to produce this production

in a prudent and workmanlike manner,

Would this also include complying with the appropriate
rules and requlations of the 0il Conservation Commission

and the appropriate statutes?

A

the 7th.
.BY MR, STAMETS:
Q
A
Q

operator.
A
Q
A Correct.

MR. STAMETS: Are there any other questions?

* * * *
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" CROSS EXAMINATION

BY MR. HATCH:

Q

Q

A

Mr. Steinhorst, you have testified that in your
opinion Mr. Grace wouléd be a capable operator, and you

- ] - . s L] - ek u U IR S ; y oy <
vl YOUL GPANA0h On yourl owservavions oL his

6§;£;£ionsvih six weils in the Carlsbad area, is that
correct?

Yes, it is.

Do any of those six wells involve compulsory pooling
or voluntary pooling?b

I really have no'pe;sonal knowledge of this, but I

do believe there WaS'one or two.

It is your understanding that one or two were force
pooled?

Yes.

I assume'then'ffom yonr answer that you don't really
have any iﬁfbrhation as to his capability of seeing
tha£ al; wotEing partners and overriding royaiﬁy

interests:are taken care of properly?

MR. COOLEY: I don't understand what you mean by

"taken care of".

(By Mr. Hatch) Well, Mr. Steinhorst, do yocu know whether
or not Mr, or Mrs. Grace, as the case may be, have paid
.all royalties that are due?

I have no personal knowléage of this. I am only aware

AN
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of their physical operations.
So your testimony as to the capability of the Graces
as operators goes only to the physical and not to the

paying of royalties or overriding royvalties in the pool?

Concerning-the physical operations, have you observed
these six wells quite often?

Yes, sir.

Is each of the six in the Carlsbad area?

Yes.

Have you ever observed any gas being flared from any
of these wells?

The iny time I observed any gas being flared was Qhen
the field was shut in and the four point tests were

taken.

Are you aware of any gas being flared from any of those
wells?

No, sir, I haven't been there all the timé though,

How often have you been there?

I would say on the average of a week to ten days a month
over the past several months.

Have you ever observed any salt watex escaping to the
surface of the ground on any of those wells?

No, other than-- no, I don't know of any;

Have you ever observed any salt water going into surface
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pits?
A I have seen some“going into sqrféce pits-- well, no,
except when the well was being completed and the well
. was being unloaded. -
o KOELE Was 1T golny wnen the well was being unloaded?
‘A Into the pit.
0 On which well was that?
A The Carlsbad Grace,
Q And all-of the water was going into the pit?
A All of the water I was aware of was going into the pit,
right.
Q Where is the water going now?
A The well is not being produced, it is shut in at the
present time.
MR. HATEH: That's all the questions I have.
* * * *
CROSS EXAMINATION

BY MR, HINKLE:

Q You stated that you are there a weék or ten days out of
eéch month, for how many months haéfgﬁéf beénfx'

A Since early March.

0 ~Then you have been to the Graces' office in Carlsbad?

A I have.

Q And you have observed their operations from their office
standpoint?‘
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"fieiauoffiéérﬁould have?

"1 have,

What does their staff consist of?

Their staff consists of themselves and two girls.
Do they have a full-time petroleum engineer or a

superintendent or any other employees that,%ﬁ“QrW§¥Www

What do &ou mean, - Mr. Hinkle? I have to question what
you mean by a normal field office.

Do they have a superintendent who goes out to check
théir wells from time to time or do they do it themselves
or do they leave it to the girls?

No, they have people to do this, they don't do it
theﬁselﬁes.

How many employees do they have outside of the two girls
in the office? |

Thé only ones I am aware of are the gauger who operates
the wells, x

A gauger? They leave the gauger to operate theﬁwells?
No, othef than the normal performance functions the
gauger does.

Jﬁst a gauger?

And the normal days operations of a well,

In the case of a break-down or bfeakage in a pipe or

anything of that sort, do they have-- how do they take

care of that?
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individual who is very capable of doing this for them.
Q Is he a full-time employee? -
A No,
v Tneyljust have to go out and makeia contract fqr Q?Ch,,.
'Wjéb to ﬁgwé6ne;-ié éhéﬁ fiéﬁé&uw
‘A No, this man is available on a minute's notice to
assist them,
Q- Is he on a retainer basis with them?
A I am not aware of the financial arrangements made with
this individual,
Q But that only rel#tes to the Car;$ggd area?
A To myiﬁﬁgngdgei_pe is a&éiigsié and has done work in
several aréég whié;‘they have.
o] That is the only person of that kind that they have?
A He is the only one I am aware of.
0 And he does not work full time?
A No.
MR. HINKLE: That's all T have.
MR. STAMETS: Are there any other questions of this
witness? |
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" Well, they hire somebody to do it. They have an

(No response)

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

(Witness excused,)

MR. STAMETS: Do you have any further testimony,
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] 1| Mr. Cooley?
ke ‘ 2 MR. COOLEY: No further testimony.
i _
3 MR. HINKLE: We have one witness wé would like to

L

4| have sworn.

»
v

ég 6 WILLIAM P. AYCOCK,
P
| “was called as a witness, and after being dul sworn, testified
= 7 y
.
o
b o 8| as follows:
s Q - o
: E 9 DIRECT EXAMINATION
o)
%r! A= | BY MR. HINKLE:
& ' ’ .g 10 - -
Z‘ m .
ér’ &= 1nlQ You are William P, Aycock?
ER S
: 2 A Yes, sir.
B . : @ 12
S 2 , ,
i gg o2 132 And you have previously testified before the Examiner?
© ik Ay .
S s ir.
- ; fﬁ 18 Q In connection with the cases which were heard yesterday?
W :
. ] o i 4 '
L1 o . 5
T, « A Yes.
;‘* 53 16 '
: g - |
Sy §§ o Q  And you gave your educational background and
i <
Fig :s
; §§ 18 qualifications as a petroleum engineer?
; !}‘ S < - i
e it A Yes, sir. -
! 3 g 19 'v:3
; 3 )
f{J %2 MR. HINKLE: Is the witness qualified? E-
s g X 20 ._’:
¢ g S % - . g
: 35 MR, STAMETS: The witness is qualified. :
i 0 < 21 .
B B . Z B
ggi 2% 2 Q (By Mr. Hinkle) Are you familiar with the lease ownership B
e ; r4 .
g iw in the East half of Section S and the North half of g
: b 23 3
‘s 2o , B
o ’ 23 Section 10, Township 26 South, Range 24 East? %
_'5" ¥ 3 24
: k A Yes, sir.
25 ~

e
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ﬁhat is iheAlease ownership as féf as the East half

of Section 9 is concerned?

In the East half of Section 9, the entire working
interest is controlled by Black River Corporation with
Lile exceptiuvin vl e southeast quarter of the Northeast‘

quarter, which is part of the acreage which is in

- contention in the District Court of Eddy County,

Does Black River Corporation have operating rights
under the lease from J. W. Miller that covers the
Southeast of the Northeast of Sectien 9, which is in
gquestion?

Yes, sir.

Because of the pending suit?

Yes,

- In Eddy County?

Yes.

Now, who owns the acreage with Black River, other than
the well, in the East ﬁélf of Section 9?

In the East half of Section 9, I believe, that's

Arapahoe. Arapahoe is one-half owner with Black River

Corporation, I don‘t know whether that's in the records

or not, but as far as the actual operation is concerned,

if Black River is the opeérator, Arapahoe would be one-
half interest owner,

Is there any agreement between Arapahoe and Black River
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o

1 as to Black River being the operator?

E
»
>

Yes., Mr. Warren Taylor of Arapahoe has told me that

3 he is completely satisfied with Black River's operatibns./
o _g e —-41-@- —Are you authorized to speak for Afapahoe?
L 31 Lus, DLl
i N - ) i L ' 'x 6 QWhat 'is the t1tle51tuatlon m trhe Nor;;h ﬁalf §f
] { ‘é 7 Section 10?
- b | -

a2 § gf{A In the North half of Section 10, all of the North half»
‘ - OEO 9 of Sec;:ion 10 with the exception of the East half of
r: § 10 the Northeast quarter where title to the acreage is
{3 GE’ 1 - now in contest, Black River has the Northeast of,the
,g .9=>_; ) 12 Noxrtheast, and Black River and Arapahoe have a half‘
lﬂ g Zf; 3 interest each in the Southeast of the Northeast quarter.
{4 %é 14 Q  Does Black River have authority to represent all the
% ig 18 interest owners and act as operator in the North half
i: é; ‘ of Section- 10?
: 3¢ .
4 gg 17 A Yes, sir, and the same situnation applies to the entire
L ég 8 Northwest quarter of the West half of the Northeast
{: gé 1 quarter, and that is Black River's position until the
;g zg 20 District Court finds otherwise. They do have operating
H gz 21 rights under the leases of Mr. J. W. Miller.
g Zé 22 0 Now, what is the desire of Black River as far as being

. F ég » operator of the East half of Sectiqn 9 and rthe North
: ) g-; 24 half of Section 10 is concerned?

A Well, Black River would-- let's put it this way: The

25
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only way Black River would gi?e up its operations
would be under duress hy the order of this Commission
or some other body with‘jqrisaiction that forces us
‘to give up our ope“ationé. ' e

witel experlence has wpslack River had in operating wells

in this area?
Black River drilled the discovery well, and has drilled
all the additional wells with the exception of the
three that Cities Service drilled and are operating

to the north. The drilling and completion tecﬂniques

involved here were specifically designed by Black River

at great expensé and a great amount of time invested

in them. They have obviously been very Successfgl,

and this is attested to from the quality of the wells.

I am not aware of any other area in the Morrow formation

in Southeastern New Mexico with this regularity of

'fgood quality wells that have resulted here.

Has Black River used ény particular technique in
completing these wells?

Yes, they have used several techniques that are unique
in their application{k One of them involves fresh water
and.a solid mud system, because they found that any
solids that invade the Morrow formation are very
detrimental to completion, and efforts must be made,

special efforts, to get the pipe to the bottom and cement
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13

§' ’ 1 as quickly as possigle. In addition to that, the use

& 2 of such quality cement must be utilized to adequately

| 3 isolate the pay zone, bqt they don't use so much that

iﬂ 4 . they invade the pay zone with cement and contaminate

51 1t ‘These have resulted in thair abi1355 06 make !

— e _¥ | 5 . excellent quality wells without f;he use of stimulation. ;
' {a g 7|1 Q What kind of staff does Black River have in connection | i
_ . : -

- pa 8 8 with "hénd'ling the wells which are already in operation?

i - J
! OEG 9 A Well, Mr. Forest Miller is the field geologist in charge,
3 [‘. § 10 and Mr. John Berry is the field engineer, and one or
‘ & aEi 1 ‘ both of them are on location at virtually all times.
v % . 12 There is a fulkl-time pumper who is in charge of
ft E §§ 13 p_ro&uction, and besides that, E1 Paso Natural Gas
{ tg = gg 14 people are on the grounds at all times too.
g fg 15 o) What kind of accounting system do you have and is in
r: g‘; 16 operation in connection with Black River being the » | ‘
;fg s operator of all the wells i§ the area?
ég 18 A Well, I don't have details, personal knowledge of the
i ;f 19 accounting systiem, but Black River is suitable to/_v’ =
3 §§ 20 Arapahoe and Cities Service, and this would indicate

2z

! é:j 21 that their performance is adequate,

; gg 2 Q And you have no problems in this area?

a ?% 2 A The only problem we have in this area is the problem
a Eg 24 surrounding the leasehold that is in contention.
L: i 25 0 Do you have anything further you would like to bring
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[ 28

before the Commission?

Well, the only thing is I would like to reiterate to
the Commiséion that the people involved in Black River
Corporation are all professional oil people of long
g and tiliey are all peoplé that desire to do
the right thing at all times for everyone,including
conservation of natural resources and obeying to the
maximum degree possible the rules of this Commission.
In your opinion, because of the success Black River
has had in this particular area, do you think that
Black River can drill and complete these wells and
supervise thém and maintain'thgm_as“éheéply as anyone
else? | -

Yes, I think they couid do it certainly as cheaply.

An example of the'contihgencies théﬁ could be involved
here is this. 'is a shallow formation, and I am sure the
Commission is aware that there are occasions when
cavernous porosity'is encountered, which would
necessitate a well beihg drilled dry. Black River has
demonstrated ;heir ability to meet and conquer. this
situation and reaéonable contingency costs fbr.this
alone is $45,000.00 over and above the basic drilling
and completion costs for the well.

I take it you do not agree with Mr., Steinhorst's

testimony concerning cbntingencies of $2,000.00 being
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..Andividual we1l1l )

‘adequate?
Well, it depends-on how you look at it. I think if
you look at it on the average type basis over the

whole thing, it might be adequate, but on any one

T 44VEe O we prepared
to drill your well dry until you set your surface pipe,.
And there would be this hazard in connection with
these two wells because they are step-out wells of a
considerable distance?

Very definitely.

MR. HINKLE: That's all T have,

MR. STAMETS: Are there any questions of this

witness?

- CROS3 EXAMINATION

BY MR. COOLEY:

Q

©

>

0

Is Mr. Berry a full-time employee of Black River

Corporation or is he a consultant?

.
B YW
He 3 Wiac

— o £

amouiils to a fulli~time employee during the

4}

developing phase.

But he is a consultant just as you are yourself?

Yes.
And just as Mr., Steinhorst is to Mr. Grace?

Well, I don't have any knowledge of what Mr. Steinhorst

is to Mr. Grace.
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r’ 1] 0 You heard his testimony that he is a consultant?
Fi 21 A Yes.
3| Q And you arej a consultant and 'Mr. Berry is a consultant
: F » 4 td Black River Corporation?
;“ FR Les, , _ . ' E
N x 6| Q And the El Paso pipe line people would be available
ﬁ é 7 to ar}ybod’y operating wells, that is the normél operation
= )
: gnl ) § 8 for them, to provide field personnel in connection with
) E 9 '~ gas wells?
ﬁ § ' 10 A Not in all cases, but it is a frequent occurrence.
Fs qu T 0 You do not mean to imply that the El Pasc¢ people would
: % .2’>_. be available to Black River and would not be available
sy £ 3 B
L _E'l;} gg 13 to Mr. Grace? |
Ei g?’_: l:4 A I have no idea what El Paso's relationship is with
g 23 Mr. Grace.
Eg §§ 16 Q You do not mean they wouldn't be available to any
fi _-cj:g l;l operator other than Blagk River Corporation'»?v
s ‘."::g 18 A I'm not applying anything, all I am telling you is I
} {i g:‘: l; know’ they are availabhle to BRlack Pl‘?er Corporaticon, B
I o
{3 Eg 20 Q You testified that to your knowledge, Black River has
‘ 3z
’ ég 21 always obeyed the rules and regulations of the Oil
tr Z.é( 2 Conservation Commission.
l‘& §§» 2,3 A To the greatest degree that an individual situation |
' g;‘_’ ” will allow. I believe we all recognize that there are
E,; ® 5 occasibns when decisions have to be made on the ground
' 2

SRS
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T

1 and formal clearance cannot be requested from the

regulatory body when an instant decision has to be made.

- 4 .
»

31 ¢ Do you consider moving on to a location, a well

4 location, before obtaining authorized permits to drill
ﬁ L oin federal land from the U.S.G.S. to be in compliance

;; 6 with the rules and regulations?

*F? 'Eg 7| A I think it was testified to yesterday-- yes, I would
:ff ,EE 8 consider it proper under the conditions that the U.S.G.S.
; | EE 9 has outlined that as long as a federal lease is in
T'% _§§ 10 effect, they would apprO?e the drilling of a well. I
irg g% 1 think under these conditions, ves.
; % _é; 1219 Are you aware that Black River moved ont? the West half
%F% Eg 13 of Section 4 and made a location and drilled a rat hole
éf? 14 prior fo having their application to drill approved
i % 15 by the U.$5.G.S.?
ifﬁ 16 A I am not aware of it, but it is a common occurrence
%Eg 17 throughout the industry.

TRL Are you aware of the fact that the U.S.G.S.,when it

- g
4 B

209 SIMMS BLDG.0 P.O, BOX 10920 PHONI 243-66010 ALBUQUERQUE, NEW MEXICO 87103
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19 became aware of this, that they instructed Black River
été 20 to cease: and desist?
BN 2 ] X
: 5 |2 I am not aware of that.
i
;L& 22 Q But you don't deny it?
3;% 23 A I don't have any personal knowledge of it at all, Mr.
i _
: ” Cooley. I cannot affirm or deny it.
1 :
{t% 25 MR. COOLEY: I have no further questions.
4

1
o
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CROSS EXAMINATION

BY MR. HATCH:

Q0

Mr. Aycock, Black River does nct at the present time
rill & well in ¢€he East halt ot sSection 9
or the North half of Sectionzlo, do they?
No, sir. I think, obviously, they would like to have
this title question settled,and I think that if it is
settled successfully in a manner fa?orable to J. W.
Miller, then Black River will then proceed to want .
to drill a well as quickly as possible in the North
half of Section 10, but at the present time, they have
no plans to develop either portion of the properties.
MR. HATCH: That's all I have.

* * * *

CROSS EXAMINATION

BY MR. STAMETS:

Q

Mr. Aycock, it has previously been testified to that
Black River was contacted in an effort to volﬁntarily
communitize in this area. Could Black River iqgically
do that?

No, Black River did not reply to the request that the
Graces sent for voluntary communitization on the advice
of counsel. Black River's counsel felt this could

affect their rights so Black River did not reply.

25
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Q Regardless of the outcome of this case, you have no
proposal to drill a well in either section?
A Not at this time, no.
MR. STAMETS: I believe that's all I have. Are
there any adalitional cusstisnz -of the “wWitniesss
* * * *

REDIRECT EXAMINATION

BY MR. HINKLE:

Q As soon as this lawsuit is coricluded and in the event
J. W. Miller and Black River should be‘suCCessful, do
you then know whethér Black River has any intention
of drilling wells in Sections 9 and 10?

A Black River desires to develop the North half of Section
10 as soon as this matter is resolved, and at such time
ag the North half of Sectionhlo is developed, the
information that will become available then, from that
ihﬁormation, a decision would be made as to whether or
not they would develop tﬁe Fast half of Section 9.

Q Black River desires then that a well in the North half
of Section 10 be first d:illed before deciding whether
a well should be drilled over in Section 92

A Yes, sir.r

MR, HINKLE: That's all I have.

* * * *

IR
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CROSS EXAMINATION

BY MR, STAMETS:

Q

_inothe Bast oalf-or sestion 9, because in tHiS case,

I would like it made clear, just briefly outlineqd,

as to why Black River does not want tc be force pooled

there is a very small portion of acreage which is still

contested.

Basically, Mr. Examiner, the reason revolves around

our interpretation of risk. We feel that the risk is

‘much lower in Section 10 of having an unsuccessful well

than it is in the East half of Section 3.

If the Applicant in this case_forgengébléd'you and

" ¢hose to éarry”the«fuliﬁrisk, your complete risk in

this case would seem to be minimal.

Black River doesn't look at it that way. "As I mentioned
previously, without going into detail, Black River

would prefer to be the operator if at all possible, and

they believe they have demonstrated their capability

L ote)
s

fu

rill und complete wells in this area at a reasonable
cost, and they feel that in their own best interest,
they would prefer to be the operator.

MR. STAMETS: Are there any other questions?’

* * * R

CROSS EXAMINATION

BY MR. HATCH:
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5
| 1|0 Does Black River oppose forced pooling altogether at
12 2 this time, or do they only oppose the Graces being
{ -
3 named as operators?
el | , o -
! 4| A I think our position is this, Mr, Hatch. We oppose
= _’ e CSimalisege.inilabale beszune ".::“:‘1:;“t.""’51‘:‘,‘"i"f—tt}‘é"‘:(JC’L’E‘L‘"“""""""""’
i . ,
S 6 before the District Court turns out in favor of Mr,
¥ 'E" v Miller, we don't see how it will be necessary to force -
| - .
g 8 8 pool., We believe it could be done on a voluntary basis.
L <
= 9 The Graces have testified that their only interest in
: od : , :
rt ‘5 10 these two piecés of property revolve around this
T, e 1 lawsuit that is now under consideration. It would not
‘ ¥ > A _
- : 2 12 be common sense to say we believe something ought to
o [ .
% — o
f» QG s, be force pooled when it may not be necessary once this
‘g uag . matter is concluded.
kg 53 4
Eo zz s MR. HATCH: That's all I have.
p g2 !
a ] MR, STAMETS: Are there any other questions of
’ g3 16
e 23 this witness?
s 2 W
' 3 {(No response)
, A
la od MR, STAMETS: If not, the witness may be excused.
o is. 19
I
§ 2 (Witness excused.)
e 7 ] §§ 20 :
: e MR. HINKLE: I remew at this time my motion for
. ax 2
. é - z . " - L3
; 22 a dismissal of these two cases. I think that it is eminently
2 3 22 ‘
: v Z . . .
2T ‘35 clear by the statements of counsel and by all of the evidence
3 o
L b wi 23
P EE here that there is a question, a real question, as to the
i 3 24 - '
; title the Graces have to these leases which they claim in
25 |-
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ﬁ 1| Sections 9 and 10. They do not have any other leasehold

k& 2| interests except those in question, and I do not believe

! 3] the Commiss/ion would have authority to enter an order of

? 4| forced pob»]v.i.ng' under these circumstances until they are

e T 5 anleoto-shew-ciab-they have-titicand thac chey Can

“» _z 6 immediate.jty drill on this acreage. I think the critical

;H é ( v time xfor determination is now at the time of ﬁhis hearing

. = ) .

b 8 g | rather than waiting for several months to find out how the

! :E; 9 lawsuit comes .out, because conditions change in these things,
ﬁ B 40 | @nd I don't think Black River should be required to sit here
,,g qu 1 and wait for several months until this lawsuit has been
s ..S.E i 12 determined or decided before doing anything about it, I

;M ;‘.;; 5‘3 13 think now is the time to decide this thing, to dismiss these
‘;,a §'§ !‘4 cases, anﬁ then when the lawsuit is determined, if it is
H ‘fg .5 determined'kin favor of Mr. Millef, it will work out as Mr,
{i g;: 16 Aycock has testified, and therz probably will be voluntary
!; ;f:g . pooling. If the Graces win, they will have no prcblem of
i, ;;g i "coming in, if they think forced pooling is necessary to-

: et , .

"i: ;E 0 perfect their unit, and go aheéad and drill the well, But
4 gg » I just don't think the Commission has the authority undexr

. g% 2 these circu'mstances where title is in question because the
Lj gé 2 Commiss'ior; does not have the authority to determi\ne title,
t,_, gg and this does involve a real case of title.

" é.% » MR, COOLEY: It is my understanding t‘hat it was x
i; 2 : stipulated yesterday when the cases were first called that

] :
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there would be no order entered in this case until such»
time as the question of title has been resolved. If it
is resolved in favor of Mr. Grace, as I have indicated
several times, the resolution will be such that it would be
':;i:UaC:i?C'ua:k»EQ:Junew23rd; ngz,rand it will then appear
that at the time of this hearing that Mrf»Gracé did have
the right to-drill. |

MR. STAMETS: The actions of vyesterday did not
eliﬁinate the Cémmission's alternative of dismissing the
cases today. The evidence developed here indicates that
that was the proper'thing to do. We only resolved tﬁe:question‘
of whether or not we would hear the testimony, and I would
like a féw‘minutes for a conference with counsel, and we will
rule on Mr, Hinkle's motion. |

(Whereupon Mr. Stamets conferred with Mr. ﬁatch.)

MR.véTAMETS: The hearing will comé to order, please.
Mr. Hinkle, the Examiner will overrule youf motion and take
the case under advisement for either the entering of an order

denying the application or for just holding the cases open

until such time as the Court case has been decided.
HMR. COOLEY: I would at this time offer into
evidence Exhibits One, Two, Three, and Four.

MR. STAMETS: Are there any objections?

MR. HINKLE: No.

MR. STAMETS: Exhibits One through Four will be

[S
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(Whereupon Grace Exhibits One thrdugh Four were

This hearing is adjourned.

2]

@ o

0 &g

<] -2}

()] <

Lo} =

-~ w

s :

(4} I -

o :

= = ,

-l i
13 ko) :
QO (11} i
43 + f
42 + !
-rd oy
£: £
ko] e
63 (]

— . w

- m Y @ e ~ ® & g z 8 2 ¥® 2 5 8 2 R ¥ § R I B

BO1L8 ODIXAN MEBN 'BNDUINDNGIVOLEVE 2010 WNYE IVNOILYN LSHld 0121
€040 ODIXAW MAN "IADUANDNEIY @ 1000-C9Z TNOHJ®E60! XOR 'O’ #°D0TIQ SWNIS 60T

. Y1U1100 W 'S I3law “Asjusesp

o

.z . L s Y e - s 0 S ™ Aah .J‘ - 4 e % - ™ .‘ e a
it R et SR L e e e e e e N Y LI e e i} o S e e S e e e T R B
. e a it e R el A L T - J

-

1.




e ]

-y yw,-m
>

e

A
4

o

onm—t

K
- Ve

A R L T s s
,
T TN oo

ot

Bt

i D N e

Pl A

2

iR T AR e g e s sy e L T

Yy, meier & mc cormic

dearnie

200 SIMMS BLDG.e PO, BOX 10020 PHONE 24360010 ALBUQUERQUE, NEW MEXICO 87103

1216 FIRSY NATIONAL BANK BLDG, EASTOALBUQURRQUE, NEW MEXICO 87108

10

11

12

‘13

14

15

16

17

18

19

21

22

23

24

25

PAGE

ﬁattached Transcrlpt of Hearlng before the New Mexico 0il

STATE OF NEW MEXICO )
o ) ) ss
COUNTY OF BERNALILLO )

I, RICHARD E. McCORMICK, a Certified Shorthand

Reporter, in énd for the County of Bernalillo, State of

New Mexico, do hereby Certlfy that the foregolng and R E—

Conservatibn'Commission was réported by me; and that the
same is a true and correct record of the said proceedings

to the best of my knowiedge; skill and ability.

CERTIFIED SHORTHAND REPORTER

Hevw Hexico Oii Conbczvntinn Ca,Aljdion
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Y , 2 'I. R TRUJILLO
w& OI1L CONSERVAT!ON COMMISSION CHAIRMAN

o)
! PEDEN 3 - STATE OF NEW MEXICO LAND CORMISSIONER
\_‘\p{.»
o Sy P. 0. BOX 2088 - SANTA FE R
2 i 87501 '
- STATE GEOLOGIST
A-L.PORTER, JR.

December 5, 1974 SECRETARY - DiRECTOR

Re: CASE NO. 4767) and 4768

Mr. Willlam J. 0001ey ORDER No:\:_—/ _4927
Burr & cOoley —um_and_R_LQ
Attorneys at Law

j Applicant:

5 152 Petroleum Center Building 7 o ) B ) ;
Farmington, New Mexico 87401 Alice Ballard, Amelia Miller,
s Thurman Mayes, & John A. Mayes

Dear Sir:

AT

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

Very truly yours,

T /)//g@ o

A. L, PORTER Jr.
Secretary-Director

RO R AN A S ke et oo St SE AL

At

i e

ALP/ir

e

1) A B TR A N
(IR ATLEe S A

Aztec OCC

Other Max Coll, 3220 Draxton SW, Albuquerque, N.M. 87105

Mr., Clarence Hinkle, Roswell, N. M.

Copy of order also sent to: : |
Hobbs OCC X - ' |
Artesia 0OCC X ‘ ’




T R T IMRTE PAra t

BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO .

IN THE MATTER OF THE HEARING
CALLED RV OHR 0T CCHSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE NO. 4767
Orderxr No. 894926

APPLICATION OF ALICE BALLARD, AMELIA

MILLER, THURMAN MAYES, AND JOHN A.

MAYES FOR COMPULSORY POOLING, EDDY o
COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on July 12, 1972,
at Santa Fe, New Mexlco, before Examiner Richard L. Stamets.

NOW, on this__ 3,9 day of December, 1974, the Commission,

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

FINDS:

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

(2} That thiS‘case involves the compulsory pooling of
the B/2.of Scoction 5, Township 26 South, Range 24 ‘East,
adjacent to the Waahington Ranch-Morrow Gas Pool, Eddy County,
New Mexico.

{3) That at the time of the hearing the ownexship of
the acreage involved in this application was unclear and the
subject of litigation.

(4) That over two years have passed and no representation
has been made to the Commission as to the resolution of this
title dispute.

(5) That whenever the title is clearly vested in any
party, that party may £ile such further application for 0il
Congervation Commission actions as are appropriate.

(6) That the application should be dismissed.




Cagse No. 4767

i

i

!!

| eoe
i

ﬁ Order No. R-4926
i

i

1T 1S THEREFORE ORDERED:

above designated.

STATE OF NEW MEXICO )
OIL CONSERVATION COMMISSION

w
I/ R. TRUJILLO, Chairman

ALEX J. ARMIJO, Member

A. L. PORTER, Jr., er & Secretaxy

ar/

That Case No. 4767 is hereby dismissed without prejudice.
DONE at Santa Fe, New Mexico, on the day and year herein-




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

(Case 4763 continued)

Also to be considered will be the costs of drilling gsaid wel}, a charge
for the risk involved, a provision for the allocation of actual operating
costs, and the establishment of charges for supervisfon of cafd wall,

CASE 4764: Application of Black River Corporation for compulsory pooling, and non . ..

7T ‘standard proration unit, Eddy County, New Mexico. Applicant, in the above-
styled cause, seeks an order pooling all mineral interests im the Morrow
formation 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, 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 1980 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’

CASE 4765: Application of Alice Ballard, Amelia- Willer, Thurman Mayes, John A. Mayes
» for compulsory pooling and 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 3, Township 26 South,
Range® 24 East, adjacent” té 'the Washington Ranch—Morrow Gas Pool, Eddy
County, New Mexico comprising, approximately, a 407. 20~acrernn—standard

i proration unit. Saild acreage to be dedicated to a well to be drilled 1980

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

Also to be considered will be the costé of»driliing said well, a charge
for the risk involved, a provision for the allocation of actual operating
‘costs, and the establishment of charges for supervisioh‘oﬁ said well.

CASE 4766: Application of Michael P. Grace and Corianne 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 East, adjacent
to the Washington Ranch-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. Algo to be considered willte the costs
of drilling said well, a charge for the risk involved, a provision for the
- allocation of charges for supervision of said well.

CASE 4767: Application of Alice Ballard, Amelia Miller, Thurman Mayes, and John A.
Mayes for compulsory pooling, Eddy County, New Mexico. Applicants, in the
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 Ccunty, 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.

vl
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7 Ekaminer Hearing - Wednesday July 12, 1972 Docket No. 15-72

(Case 47€7 continued)

Also to be considered will be the costs of drilling said well, a_

“chiatge o7 the risk involved, a provision for the allocation and actual

|___

CASE 4768:

operating costs, and the establishment of charges for supervision of
said well,

~Application of Alice Ballard, Anelia Miller, Thurman Mayes, and John A.
Mayes for compulsory pooling, Eddy founty, New Mexico. Applicants,

in the above-styled cause, seek an order pooling all mineral interests
underlying the N/2 of Section 10, Township 26 South, Range 24 East,
adjacent to the Washington Ranch~Morrow Gas Pool, Eddy County, New Mexico.
Sald acreage to be dedicated to a well to be drilled 660 feet from the
North line and 1980 feet from the West line ofﬁsaid Section 10.

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

- fox the risk dnvolved, a provision for the allocation of. actual: operating

coses;’ and tha establianment of charges for supervlsion ot said well.

CASE 4723: (THIS_CASE WILL BE CONTINUED TO THE FIRST EXAMINER HEARING IN JANUARY, 1973).

Application of Black River Corporation for pool abolishment, creation of
two new gas pools, and a dual completion, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks the abolishment of the
Washington Ranch-Morrow Gas Pool, Eddy County,- New Mexico, and the creattion
of the Washington Ranch-Upper Morrow and Washington Ranch-Lower Morrow

Gas Pools for the producticn of gas from the upper and lower Morrow
formations, - ‘Applicant further seeks approval of the dual completion
(conventional) of its_Cities'3 Pederal Well No. 1 located in Unit F of
Section 3, Township 26 South, Range 24 East, to produce the lower Morrow
through tubing and the upper Morrow through the casing-tubing annulus.




OIL CONSERVATION COMMISSION
P. ©. BOX 2088
. SANTA FE; NEW MEXICO 87501

S ouie 23, 1472

Mr. Martin L. Allday
201 Wall Towers Last : :
Midland, Texas 79701 :
Dear Mr. Allday:

In accordanca with our telaphone conversacion

of this date, please find enciosad coples of the

four applications we discussed.

Vexry truly youry,

GIORGE M. HATCH
Attorney

GMH/drx
enclosure
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- Mr. A. L. Porter, Jr.

- Michael P. Grace II
Corinne Grace
P, 0. BOX 2062
SANTA FE, NEW MEXICO 8780

-
| /é9%99,
June 22, 1972

Cane A7CT

Secretary-Director

New Mexico 0il Censervation Commission
P. 0. Box 2088

Santa Fe, N. M. 87501

Dear Mr. Poxter:

We hereby request a hearing to force pool the following
area in Township 26 South, Range 24 Easty adjacent to the
Washington Ranch Morrow Gas Pool in Eddy County:

East half of Section 9, Township 26 South, Range
24 East, for a well to be drilled 660 feet from

the East line and 1980 feet from the North line,
Mayeés-Ballard Well No. 2, Corinne Grace, Operator.

Very truly yours, A

" GORINNE GPAGE

By M ,.’ W«(},

, T
Agent for

Alice Ballard
Amelia Miller
Thurman Mayes
John A. Mayes

JUN 22 1972

OIL CONSERVATION COMM.
Santa Fe




DRAFT

GMH/dr - BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

a2

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

CASE No. 4767

er No, R;'
APPLICATION OF ALICE BALLARD,

AMELIA MILLER, THURMAN MAYES,

AND JOHN A. MAYES FOR COMPULSORY

POOLING, EDDY COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

"This cause came on for hearing at 9 a.,m. on _July 12 192,
at Santa Fe, New Mexigco, before Examiner Richard L. Stamets .

. NOWf‘bn this —_day of July . 195L4 the Commissipn,'a
quorum being present, having considered the testimony, the record,
and the recommendations of the Examiner, and being fully advised

in the premises, : T
' FINDS: | S ‘ |

{1} - That duec public notice having been given as required by

law, the Commission has jurisdiction of this cause and the subject

matter thereof.

(2} That the applicants, Alice Ballard, Amelia Miller, Thurman
Mayes, and John A. Mayes, seek an order pcoling all mineral interests
in the“Morrow formation underlying the E/2 of Section 9, Town-

é ship 26 South, Range 24 East, NMPM, Washington Ranch-Morrow Gas

Pool, Eddy County, New Mexico.

o omrd




...2_ 7
CASE NO. 4767
Order No. R-

- (3) That the applicants have the right to drill and plan

to driil a well at a location 1980 feet from the North line and

G0 faosio-Erom the Lant

2orsenc e Lo 2 3
——w i At e woRAdA

[ 6]

formation.

(4) That there are interest owners in the proposed proration
unit who have not agreed to pobl their interests.

- {8) That-the evidence indicates that approximatélyi
acfes in the E/Zlof said Section 9 is not productive of gas
from the Morrow fbrmation._ |

(6) Thet the evidence indicates that approximately
acres in the E/2 of said Section 9 is productive of gas from
the Morrow formation.

(7) That to avoid the drilling of unnecessary welis, to
protect correlative rights, and to afford to the owner of each
interest in the E/2 of said Seétion 9 .the opportunity to
recover or receive without unneceSSary expense his just and
fair share of the gas in said pobl, all mineral interest,
wi%‘> L whatever they may be in the Morrow formation underlyingrthe E/2
- Méf said Sectioh 9 éhouid be pooleé;rr |

{8) That the applicant should bendesignated the dperator
of the subject well and unit. |

(9) That any non-consenting working interest owner shoud
be afforded the opportunity to pay his share of estimated well
costs to thé‘oéerator in lieu of paying his shafe of reasonable
well costs out of prdduction.

(10) That any non-consenting working interest owner that

~does not pay his share of estimated well costs should have with-

f?j:f" held from production his share of the reasonable well costs plﬁs

an additional 25% thereof as a reasonable charge for the risk

inVolved in the drilling of the well.

o Y

em A AR e 2
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but that c2id actunal well costs should he adopted as the

-3
CASE NO. 4767
Order No. R-

(11) That any non-consenting interest owner should be

afforded the opportunity to object to the actual well costs

reasonable well costs in the absence of such objection.

(12)V,That following determination of reasonable well costé,
any non-consenting working interest owner that has paid his share
of estimated costs should pay to the opérator any améunt that
reasonable well costs exceed estimated well costs and should
receive from the operator any amount that paid estimated well
costs exceed readasonable well costs.

(13) That $100.00 per-month should be fixed as a reasonable
charge for supervision (combined fixed rates) for the subject
well; thét the operator should be authorized to withhold from
production the proportionate share of such supervision charge
attributable to eachynoh-consenting working interest, and in
addition thereto, the operator should be authorized to withhold
from productibn the proportidnate share of actual expenditures
required for operating the subject well, not in excess of what
are reasonable, attributable to each non—éonsenting working
interest. | |

(14) That all proceeds from production from the subject
well which are 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:

Y

{1} That all mineral interest, whatever they may be, in
the Morrow formation underlying the E/2 of Section 9, Township 26
South, Range 24 East, NMPM, Washington Ranch~Morrow Gas Pool,

Eddy County, New Mexico, are hereby pooled to form a standard 320-
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EQEE NO. 4767

Order No. R~

acre gas proration unit to be dedicated to a well to be located
1980 feet from the North line and 660 feet from the East line of
said Section 9. '

(2) That Alice Ballard, Amelia’Miller, Thurman Mayes, and
J6hn A. Mayes are hereby designated the operators of the subject
well and unit.

(3) That the operators shall furnish the Commission &nd each
known working interest owner in thersubject unit an itemize@
schedule of estimated well costs within 30 days following the
date of this order.

- {(4) That within 30 days from the date tﬁé schedule of
estimated well costs is furnished to him, any non-consenting
working interest owner shall have the right to pay his share
of estimated well costs to the operator in lieu of paying his
share of reasonable well costs out of-prdduction, and that any
such owner who pays his sﬁare of estimated well costs as provided
above shall remain iiabie for operating costs but shall not be
liable for risk charges. 4

(5) That the operators shall fﬁrnish the Commission and
each known working interest owner in the subject unit an
itemized schedule of actual well costs within 30 days following
completion of the well; fhat if no objection to the actual well
costs is received by the Commission, and the Commission has not
objected within 60 days following completion of the well, the
actual well costs shall be the reasonable well costs; provided
@pwever, 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.

_(%) That within 30 days following determination of reason-

able well costs, any non-consenting working interest owner that
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CASE NO. 4767
Order No. R-

has paid his share of estimated costs in advance as provided

.above shall pay to the operator his pro rata share of the amount

that reasonable well costs exceed estimated well costs and shall

receive from the operator his pro rata share of the amount that

estimated well costs exceed reasonable well c¢costs, -

(7) That the operator is hereby authofized,;o withhold the
following costs and charges frqm production:

(A) The pro rata share of reasonable well cpsﬁs
attributable to each,non—éonsenting working
interest owner who has not paid his share of
estimated well costs within 30 days from the.
date the schedule of estimated well costs is
furnished to him.

(B) As a charge for the risk involved in the drill-
ing of the well, 25% of the pfo rata share

‘of reasonable well costs attributable to each
non~-consenting working interest owner who has
not paid his share of estimated well costs
within 30 days from the date the schedule of
estimated well costs is furnished to him,

(3) That the operator shall distribute said cos<cs and
charges withheld from produétiOn to the parties who advanced
the- well cdsts.

(9) That $100.00 per month is hereby fixed as a reasonable
charge for supervision (combined fixed rates) fot the subject
well; that the operator is hereby authorized to withhold from
production the proportionate share of such supervision charge
attributable to each non-consenting working ihterest, 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.
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(10) That any unsevered mineral interest shall be considered
a seven-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. I

{il) That any wéiiiéééfé‘of égarges which are to be paid
out of productioh shall be withheld only from the wbrking
interests' share of production, and no costs or charges shall
be wifhﬁéld ffom préducﬁion attributable to royalty interests. -

(12) That all proceeds from production from the subjectﬁ
well which are not disbursed for any reason éhall be placed ih
escrow ip Eddy County, New Mexico, to be paid to ththrueﬁowner
thereof ﬁgbn“aéméﬁd”and proof 6f;6Wnarship;.that the‘operator
shall notify the Commission of the name and éddress of said
escrow agent &ithin 90 days from the date of this order.

(13) That jurisdiction of this cause is“retéined forAfhe
entry of such further orders as the Cemmission may deem neces-
sary.

DONE at Santa Fe, New Mexico, on the da& and year hgrein-

above designated.
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

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

CASE NO. 4767

APPLICATION OF ALICE BALLARD, AMELIA

MAYES FOR COMPULSORY POOLING, EDDY
COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

" Oxder No. R=-¥4~ 77, |

This cause came on for hearing at 9 a.m. on July 12 , 157&1
at Santa Fe, New Mexico, before Examiner Richard L. Stamets .

"NOW, on this day of pecember _, 1974, the Commission,
a quorum being present, having considered the testimony, the record,
and the recommendations of the Examiner, and being-fully advised
in the premises,

FINDS:

(1) That due public notice having been given as requirediby,
law, the Commission has jurisdiction of this cause and the subject
mattexr thereof. 3 - :

(2) That this case involves the compulsory pooling of -
the E/2 of Section 9, Township 26 South, Range 24 East, adjacent
to the Washington -Ranch-Morrow Gas Pool, Eddy County, New

Mexico.
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(3} That/the ownership of the acreage involved in this

éapplication was unclear and the subject of litigation.
(4) That over two years have passed aﬁd no‘representation
has been made to the Commission as to the resolution of this
title disputé.

(5) That whenever the title is clearly vested in any
party, that party may file such further application for 0il
Conservation Commission actions as are appropriate.

(6) That the application should be dismissed.

AR Ay g A s Ty S e bl

IT IS THEREFORE ORDERED:

That Case No. #4767 is bhereby dismissed.

Rt e e 5

DONE at Santa Fe, New Mexico, on the day and yeér hereinabove

desighated.
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