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MR. STAMETS: We'll call next Case 4767.
MR. IHATCH: Case 4767: The application of Michael
P. Grace and Corinne Grace, substituted parties for Alice

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

‘‘ne application 1in Case 4/67 is for compﬂiés;ikﬁbéiiﬁé}'”

’Eddy County, New Mexico.

MR. COOLEY: William J. Cooley, of Burr and Cooley,
Farmington, appearing on behalf of tﬁe App;icants. Mr.
Watkins of Carlsbad, New Mexico, appearing as additional
counsel for Michael P. Grace. |

MR. HINKLE: Clarence Hinkle, of Hinkle, Bondurant,

and Christy, Roswell, appearing on behalf of Black River

Corporation.

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

MR. HINKLE: I would like to make a motion, and
this motion will also apply to Case 4768 when it is called.
It has alyxeady been broﬁght out here that a lawsuit is
pending-in the District Court of Eddy County, New Mexico,
which not only involves the Southeast of the Southwest of
Section 3, but also involves the West half of the Northéast
qnartet and the Northwest guarter of Séction 10, and involves
the Southecast of the Northeast quarter of Section 9. Now{
the application in Case 4767 is for forced pooling for a

non~gstandard unit in the East half of Ssction ¢, There is
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ne well involved here. The only acreage that they have

is dependent upon the lawsuit which is pending, and we
don't know whether they are’going to have title or not, but,
of course, the Commission cannot determine the title on
these ieases, and with that reasoning, I move that this case
Bér;ither dismissed or cohtinued untilAsuch time as this
lawsuit is disposed of., You can make it sixty days if you
want to,as was Mr. Cooley's suggestion.

MR, STAMETS: Mr. Hinklé, are. you saying that you
do not feei that tﬁe'Applicant has a valid working interest
at this time and until that is resolved, the Commission |
cannot consider thisg?

| MR. HINKLE: Yes. The title is in‘diapute, the
title for this lease ownership is in dispute.

MR; STAMETS: Is it your cpinion that any
individual involved with this acreage, regardless of whether
it be Black River or the Graces or‘whoever, should wait
until the Court case is resolved?

MR. HINKLE: ﬁo, I think others could have valid
working interests, but in Section 9. As I understand it,
the only working interest that is in dispute is in the
Southeast of the Northwest, but they are the ones:who have
made the application for foréed pooling, and this acreage
is in dispute.

MR, STAMETS: Mr. Cooley, do your clients have a
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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
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beiﬁg contested in the lawsuit that has been discussed here.
They do not have any uncbnﬁested working interests other
than these leases from the Ballard-Miller-Mayes gromnp. The
Graces have enough confidence in these leases to pay ten |
théusand dollars in cash for these leases. and have encugh
confidence to'go in and possibly drill a well even before
the resolution of this lawsuit. From the testimonysthat

we have. heard today about the opinion of the experts as to

commuﬁication in this field, there is the likelihood of

“drainage, the 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

for the goose is good for the gander in this situation, add

respect to the West half of Section 1. and the Exs:igsz;
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 socurce of supply and can be
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drained whether they have a well on it or whether they
don't have a well on it. To drag this out and to deny the
application of Mr. Grace is to deny him the right to go

ahead and drill. There is no conflicting application so

~Tas «» tnesé TWO cases are concerned that are now pending

anywhere. Mr. Grace may be very:unwise from a bus;ness
standpoint to spend his do}lars on contested 1easea,/but_
Mr. Grace has every confidence that he is going to win the
lawsuit. He has spent a great deal of money already, and

is prepared to spend some more. This is no different than
the West half of Section 3, it is going to be drained gnless
a wéll 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 owner who has the right to drill.

MR. COOLEY: The color of the title, whether it
is stained or not, has no beaging on Mr. Grace having the
right tc¢'drill. I don't think the Commission could issue
him a drilling rermit if he applied for one, even if the
entire half’section were not in contest. He has the colorx
of title and the right to drill at this point.

MR. HINKLE: Mr, Cooley has already state¢ that
they did not heve 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,
and- I do not think the Commission could issue an order
because you will not have an operator who has the right

to drill.,

MR, STAMETS:  Lui's suppuse we near this today

anqawe wait until the District Court has decided before

Jissuing'an order, Would the testimony be considered proper?

MR. HINKLE: The District Court might decide
adversely to Mr. Grace and £hét would make it moot.

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

MR. COCOLEY: If the case is resolved in Mr. Grace's
favq;, then as of June 23rd, 1972, he had unquestioned and
ekclusive right to drill. So my answer to your question is
that it would be completely proper,_and I dén't think there
is any question about that whatsocever. If the Court's
decision is in favor of the plaintiffé, who are the Ballard;
Miller-Mayes group, and the intervenor is Mr. Grace,; then
the prior lease, as we maintain, expired on October 22nd,
i971, and the property remained unleaséd until June 23ra,
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 have the right to hear this casé under the statute,

and can an order be isgsued if these cases are heard today
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1! before the case is adjudicated in District Court?
2 MR, COOLEY: Can an order ke issued before the
3| case is adjudicated?

4 MR. STAMETS: Yes, before the Court says, "Yes,

T3 Thiil pesouil UL PELBUNS NGT Lau Lo K4yt LO G4riii since

¢ | June 23rd, 1972, has had the right to operate this well or

3
ick

y | drill this well.”
sl MR. COOLEY: Yes, I think you have jurisdiction

¢ | to hear this case.

i
y, meier & mc corm

: i 10 MR. HINKLE: I think that it is absolutely clear

Efa g+ | that you could no£ issue an order until the District Court

éti {g . 12 haseadjudicqtgdfthis, and then ngnglso run into the question

{4 ggg 43 | of whether oxr not the }cat’sé is qoing‘ktév be appealed.

irg §§ 14 'MR. STAMETS: Mr. Cooley, if Mr. Hinkle's

z j ig 1 interpretation is corzéct, it could ke a ccnsiderable lengthv
- it; g% 16 of time before an order could be issued, and I miqht get hit

;rf gg' 17 by a truck between then anq now, and I'm not sure an orderx

g': %g 8 could be issued if such a thing should happen, if we had

?i; gé 19 to wait:until the case was adjudiceted before we could

?ri i%u issue an order.

. s; W |

.Q §; . MR. COOLEY: As to the question<of whether an

éLﬁ gg 22 issuance of an order could precede the final dete?mination

;!; §§ - of the lawsuit, I must agree that the Commission could not

: wi

%k‘ %5 2; issue such an‘order, but you could issue an order after

E{; ﬂ i 5 the determination of this case without further_adb.
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MR. HATCH: Mr. Cooley, when does your client

propose to drill the well? -
MR. COOLEY: I would say within the next ninety days.

‘MR. HATCH: Before the decision in the District

MR. COOLEY: 7It's possible-- weall, I will have to
take that back because they couldn't drill the well until
the COmmisaion issued a forced éooling order naming them as
operator. |

MR. ﬁIﬁRLE: Iﬂdoﬁ‘t belleve there is any question
that the Commission would not have the aﬁthority to issue
an order unléss théy could find in this case that the Graces
had title-to.this particular forty acres.

MR. STAMETS: I don't think that is the question

anymore, I think there is some agreement that the order

‘could not be issued until the case is adjudicated. I think

this boils down to whether I may hear the case befbrefthe

adjudication of the District Court case, and if I wmay, whether |

it i3 a good idea for all of us who are here to go ahead
with it. There are two questions that maybée we can ask the

Secretary. One of them would be if an order cannot be

'issued until after the case is adjudicated, wouldn't it be

better for your client to wait until that time before coming
on with these cases?

MR. COOLEY: We are opposing a continuance, and we
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1| feel that you have unquestioned jurisdiction to hear the case.
2 | - MR. HINKLE: We think that you would be spinning
3| your wheels because even to hear it and then to have the
| 4| Court decide against; the Graces, it would all be for rfaughltr.,r N
) ' s - Mx.memm., ur. “atc'i;"dé you have an opinion? -
y _z 6 MR, HATCH: I thiank thc case is premature here.‘"}’x
: . é 7 | and should be continued at least, perhaps even dismissed |
" E“‘ § 8 | until the Applicant can come in here and establish the ri&ht
5 9| to drill,.
5* § 10 MR, COOLEY: I would like to respond to that. bDid
l“" qE’h 11 | I understand that to be a ruling?
p: -g . 12 S MR. HATCH: The Examiner will make the ruling.
;“ _g gg 13 MR, COOLEY: I have already stated my position,
; {ﬁ‘ gé 14 | and I think the Examiner does have thé right to hear tne case.
; Eg 15 (Wﬁereupon an off the record discussion was held.)
3 D22
} § §§ 16 (Hearing continues.)
£ oK
& ;;.é- 17 MR. STAMETS: Cases 4767 and 4768 will be continued
L ¥ _
( : gé 1g | to nine o'clock tomorrow morning.
}i :-;:: 19 ~ (Whereupon Cases 4767 and 4768 were recessed at
" E':z’ 20 seven~thirty P.M,.,, Wednesday, July 12th,‘ 1972 until nine A.M.,
X éi -21 Thursday, July 13th, 1972.)
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-STATE OF NEW MEXICO

)
) ss
COUNTY OF BERNALILLO )

I, RICHARD E. McCORMICK, a Certified Shorthand

New Mexico, do hereby certify that the foregoing and
attached Transcript of Hearing before the New Mexiéo oil
Conservation Commission wéé reported by me; ard that the
same is a true and correct record of the said proceédings_

to the best of my knoﬁledqe, skill and ability.

-RTIFIED SHORTHAND REPCORTER
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Application of Alice Ballard,
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and John A, Mayes for compulsory
pooling, Eddy County,. New Mexico.

IN THE MATTER OF:

Application of Alice Ballard,
Amelia Miller, Thurman Mayes,
and John A. Mayes for compulsory.
pooling, Eddy County, New Mexico.
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)
)
)
)
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)
)
)
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)
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(Whereupon the hearing of Cases 4767 and 4768
was continued at nine A.M,, Thursday, July 13th, 1972.} -

MR. STAMETS: The hearing will come to order.
Let the record show that the hearing reconvened in the 0il’
Pron-arrilion Sl i Lo Confereﬁ;;wgéom of the State Land
Office Buiiding at nine AM., July 13, 1972,

We will call the next case, Case 4767.

MR, HATCH: Case’4767:’Application of Alice

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

compulsory pooling, Eddy County, New Mexico.

Farmington, appearing on behalf of the Applicant. As in the
previous cases, I'wbuld move that the Examiner substitute
the new lessees, Michael P, Grace and Corinne Grace as
substitute pai;ies applicants inasmuch as they have taken
béer the oil and gas leases from the original applicénts_
who filed the application.

MR,’STAMETS: ‘The-substitutiéﬁ will be approved.

MR.‘HINKLE: Clarence Hinkle, of Hinkle, Bondurant,
aﬁd‘Christy, Roswell, appearing on behalf of Black River

Corporation.

MR, STAMETS: Is there any reason that Cases 4767

|and 4768 should not be conscolidated?

MR. COOLEY: No reason at all. T would so move

Fith the same motion with respect to the parties applicants.

MR. COOLEY: Wwilliam J. Cooley, of Burr and .Cooley,

e
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MR. STAMETS: The motion is approved in both
respects, and the cases will be consoclidated for the purpose

of hearing.

MR. COOLEY: The Applicant has two witnesses,

M. Siednhorst and Mrs. GrLacad,

MR. STAMETS: Mr. Hinkle, do you anticipate
call;ng witnesses? /

MR. HINKLE: We have no witnesses at this time,
we might have 1ate£ on. |

MR. STAMETS: Have the witnesses sworn.

(Whéreupon'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,
testified as follows:

DIRECT EXAMINATION

BY MR. COOLEY:

Q Mr. Steinhorst, will you state your name for the record,
please?

A Richard stéinhorst, Jr..

Q Where do you reside?

A Lafayette, Louisiana.

Q By whom are you employed?
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A »I am a consulting petroleum engineer for the Graces.
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
Seciion 10 in the Township and Range involved in this
hearing, being Township 26 South, Range 27 East, Eddy
County, New Mexico?
A That is correct.
Q Have you made a study with respect to potential
productivity of this acreage in the Washington Ranch-
" Morrow Gas Pool or similar intexrvals?
A -I have.
Q First, Mr. Steinhorst, I hand you an acreage plat which
has-been identified as Exhibit One in this case, and’
I ask yoh if it reveals the acreage in quéstion and
shéwsﬂthe lease ownership?

MR. HINKLE: Do you have a copy?

MR. COOLEY: That's the only one. It's the same
one és yesterday. -

MR; HINKLE: Who is C. R. A. Inc.?

MR, COQLEYz“We had to take that from the Eddy
COunty'Abstiaqt Coﬁpany, which showed a lease to C. R, A,
Inc.

MR, HINKLE: Are you ihtroducing thisbfoi the

purpose of showing title?
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MR, COOLEY: Yes, as reflected by‘the records of
Eddy County, New Mexico., You may have some later information
thén the County Clerk does.

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

THE Wf@NESé: No, Mr. Miller made the check.

MR. COOLEY: I 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 lessece--
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 9?
A That is correct.

MR. CObLEY: For the record, Mr. Examiner, these
are the tracts that are under lease to Mr. Grace from the
Mayes-Ballard-MiIler-group, the féimer applicants, and who
are the mineral owners’of these lands, this being t§§/8%mé

acréage that is in contro#ersy with respect to éddy County
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Cause Number’27,600, vwhere Mr., Grace seeks to acquire that
acreage. So this acreage is the subject matter of the
lawsuit I have described, and title will not be cleared

until the lawsuit is resblved.

ML CTAMETS. Y preosume tho Appllcaal fa 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
take the positién that as far as this acreage in Sections 9
and 10 are concerned, that'they will not havengoodztitle
until such time as the lawsuit is determined, is that correct?

MR, COOLEY: That is correct.

MR. HINKLE: 1In view of this, I move at this tiﬁe
that the case be dismissed due to the fact, and it is now
giear on the record, that the Graces do not have title to
the acreage they claim so they can drill,

MR. COOLEY: Mr. Grace will have the right to go
out and drill if he chooses to do so fiom the 1éases he has
from the Ballard~Mayes-Miller group. if he wanted to take
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 County,and the Commission does
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-not have the authority to determine title or go into it

so long as it is in dispute, and I think my motion ought

to ke sustained.’

MR. COOLEY: We stipulated yesterday that we felt

L A

“h2t the Commiission wertainliy had no jurisdictionwhatsoevet
in determining title. 1In the past in all the cases I- have
heard of, the question of title has never.come up to my
knowledge, and the issue here is whether the Examiner has
jurisdiction to hear the matter and to withhold issuance of
an order until such time as the question of title has been
resolved. If the question is resolved’in favor of Mr., Grace,
it will be a retfoqctive dépié;pn to thgﬂdate of the lease,
that being June 23rd, 1972.

© MR. HINKLE: I think the Examiner and the Commission
has to look at the record as to the difficulty they wili
have 1f7the case is heard ncw and not at some fﬁture date.
The fact that title is in dispute,and is admitted to be so,

is controlling, and ‘the Commission ought to take noctice cf-

‘that as it is shown by the record at this time.

MR, HATCH: I think that in view of the testimony
that was presehted yesterday, or the argqments at the
beginning of these two cases yesterday, and on your ruling
'tﬁat you would hear the cases, that you should take Mr.
Hinkie‘s.motion to dismiss and reserve your decision on that

andkhear the cases and perhaps something else will develop
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i } 1{ in the cases that you can base your decision to dismiss on
, Y
o 2| at the end of the case. But vaou1d recommend you go ahead /A
3| and hear the cases. N
oot , J
o
' 4 MR. STAMETS: The Examiner is in agreement with w
e . R ‘
b2 20 LRAL QGuisiunie 4 Will hear the complete cases for both 1
t oy |
:2 6 | applications, and this does not mean that I will not- |
Fe X}
| = 7 | recommend the cases be dismissed or proceed in any particular
h -
: r Eg g | manner after the cases are over, We will take full
i I (] ‘ . Y
; EE 9 | consideration of your motion at the conclusion of the cases,
{ r: §§ ’ 10 Mr. Hinkle,
2 [+2] : .
= 1 MR, HINKLE: At the conclusion?
b > . ‘ ;
; .g ) 12| MR, STAMETS: Yes. /
% ?? L; E
L g 52 13 MR. HINKLE: Okay.
? % o ,
rop 0 14 | . MR. STAMETS: <You may proceed, Mr. Cooley.
B8 ou : , .
‘ :; s |0 (By Mr. Cooley) Mr. Steinhorst, with respect to the
A =Y 2z )
i - g .
by §§ 16 engineering studies that you have made concerning the
g o :
§ 2] §§ 7 North half of Section 10 and the East half of Section 9
B <D
; §§ 18 in Township 26, Range 24 East, Eddy County, New Mexico,
S 24 -
4 R n < - B .
Yl w 19 have you prepared an exhibit which reflects your
: o
15
‘e <2 20 concept of the controlling geological factors of . that
5 :§; 2 area?
i
by o E A . I have,
R i3 2 |
L §§ 2 Q I hand you what has been marked as Exhibit Two, and ask
PR " u
: iy 24 you to explain the same. E
R 3 T ‘ ¥
Lo ~ ~ : e
% b 28 a This is really a sketch map of some geological data ‘f
oL

T
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available from the State of New Mexico, The wells

are a little bit of a composite bacause some of the
features on here have already been substantiated by
wells that have been drilled in the area. Referring
to the map, you will 5621&;m1£f1;mggﬁzéﬁ¥;é on the iop
of the formation that the State Geological people

surveyed, which does give a reasonable»pictﬁte. The

yellow line coming down from about the middle-- well,

"ibughly between Sections 3 and 4, is the axis which

has already been established-- or pretty well establishéd :

as being in existence by-the wells that‘haveibeen

Is that the top center of Exhibit Two?
Right, the top centeér of Exhibit Two.

The other yellow colored anticlinal axis is the

one -that Mr. Vance Kelly of the‘Univeréity of New Mexico

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

yet, but any sub-surface data available, we merely

put in there to indicate the dike down in the Southeast

quarter of Section 10. The dike has Bégn shown to

 ex£§t by the State Geological maps, and also by a later
- exhibit we will illustrate that it is there and that

this is the conttolling feature in the South part of

10 also.

Let me interrupt you ‘at this point, for what reasons

\
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is the dikeé in the Southeast quarter of Section 10
controlling?

Any time you ‘have a dike intrusion;ryou get an altering
of the formation in thé proximity of the dike, and
"lodelone, Uho pozsibiiiiy s Luede tinat you may nave
no permeahility or porosity within some distance of

the dike. ~

Is the dike a physical factor and does it tend. to

alter and destroy the permeability aﬁd éofosity of

the producing.zéne?

Well, the intrusion of the dike itself plus ‘the heat
that exists when the dike intrudes does have a marked
affect on the adjacenﬁ‘depositional rocks.

Based ﬁpon that, is it desirable-to stay away frbm a
dike as much as possible with respect to the well bore?
Well, yes, it's a pretty good idea to stay far encugh
away that you feel like the formation has not been

altered.

" Does the dike to which you refer in the Southeast quarter

of Section 10, in your opinion, constitute an effective
permeabilitykbarrier?

Very deflﬁitely.l

Proceed,

Right above the dike is .a dash line which indicates a.

fault. This fault is another controlling factor in the
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X

productivity in the Southern part of Section 10 and

the extreme Southeast part of Section 9. Therefore,

this could be & very limiting factor in this particular

portion of the field.

e YOU hvVe any Cubiier comaent with respect to Exhibit

Two?

No, other than that it is pretty straightforward, and
just illustrates that possibly there is a limiting
factor there and from the wells in Sections‘3,and 4
and the geological factors that we have available to
us, it is indicative that the lccation pr&posed in
Sections 10 and 9 are probably productive.

Have you caused any other geological work to be perform;d
that would tend to éonfirm the existence of a fault

and a dike in the Southeast gquarter of Section 10 and
this general area?

We took two inftared_photographs which T believe you
marked as exhibits, |

I haﬁd you what have been marked as Exhibits Three and
Four, and ask you if those are the phétééé&phs you

are referring to?

Those are the photographs. These particular photographs

show the dike and they are over in Section 11l.

Unfortunately, we didn't carry this on over, but it

also shows the well in Section 11, one of the photographs
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: 13
bea : ,
" 1] does, and then to the south of that, you can see the , —W
bt 2 ‘dike, and you can see very definitely where the fault ‘
) 3 cut and dike are.
' 4 ’Q Do you have an extra éopy of these photographs?
o S| A so, I do not. 7
. / .¥ | 6 Q —w;uld you rise, please, and go around to the Examiner
) : é ,7 and explain the exact area that is in question and
< § 8 ~ how it relates to Exhibit Two?
;‘ S 9 (Whereupon the witness— complied with the request
i § 10 | of counsel and the dialbgpe between the Examiner and the
f"‘ " g 11 | witness took placé, off the record,)
h -"E>". . 12| 0Q (By Mr. Cooley) Based upon all of the information
ri g S:,: 13|  available to you at this time and the studies you have
{»"’ gé 14 made, do you have an opinion as to whether the East
i o half of Section 9 and the North half of Section 10
g >z
» t §§ 16 should reasoﬁably be presumed to be productive of gas
: o .
{i ig 17 from the Washington Ranch-Morrow Gas Pool?
P p ‘a :
Z gé 18 |A Very definitely.
{»i :';E 912 With respect to the well locations that have been
' o
Li ég 2 1 selected by Mr. Grace, do you fegl these are the best
- éi él locations that cou‘ld ha;ve'been ‘s_élected within the
53 .2
L; ;’f—". 22 limits of the rules and regulations concerning the
oz
F %% 23 location of wells in the area?
: §‘§ 2% A Yes. To elaborate a little bit, going back to the
Li ) 25 sketqh map, both of .these locations are -r'e‘aso,nable

e
A
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R

3 ]
i t distances from the fault trend and the dike trace as '
By . 2 to be out of any influence that these two features
% . ,
3 might have on the alteration of the faormation, and
: Fi .
e a 4 - you will notice that the anticlinal axis coming down
— o z petwesn sS2oflone I oand 4 indicale thail it Is trending
i
{ = ,
, $2 [ toward these two locations, therefore, there should be
B o '
: i; 'gg 7 structurally high well placements.
: |
4r§ EB gl Q In your opinion, will the wells,as plotted, effectively
s X )
: E§ 9 and efficiently drain the proration units assigned
r: § 10 to then?
Lo
£4 e 41 |2 They will,
_,{g i 12l0Q In your testimony yesterday with respect to the previous
— 2 ’ s . e
t: £§ 52 13 case, you expressed some doubt and some concern' with
vs _
§§ 14 respect to the ability of the well in the West half
T x o ’
W . .
2z s of Section 3 being able to drain that entire half section.
W N N
- 2z -
£ gg 16 Do you have the same concern with respect to the East
20
. oK ) -
4 23 " half of Section 9 and the North half of Section 107
< D - .
& L : , . ’
§§ 15 A No, because you are not draining such a long distance.,
3 3% o
q u® 19 Q I anderstand then that your feeling of the location of
. o 8
. 20
e E: 20 the well with respect to the particular unit involved
= 7 | .
: =" is that it will effectively drain the proration unit
S ?L§ N assigned?
iz 2 '
f? Y 35 A That’s right.
‘!- L; cpe B ,
LR 2 MR. COOLEY: No further questions.
: [ 2 ‘
P : . N *x * & *
- b :
- Ti 25
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t CROSS FXAMINATION
s 2| BY MR. HINKLE:
j g
,,,,, ’ o 3{o Referring to Exhibit One, who prepared the plat?
. ’i‘ s . . -
f 2
i ' 4| A That actual plat was prepared by Mr. Charlie Miller..
LTI eys Yo had aothidng TY G0 WithoUle preparalion Ol lhal plaii oy
; 6| A Not of the plat itself, no.
-~ |
-, = 7|0 You don't know of your own information that the
| — .
c -
. (&) ownership shown is correct?
. Pyt 8
: 0E6 9| A I have seen the abstract data that Mr. Cooley referred to.
{; B 10 Q Do you know whether or not the records in the office
£ 12 : of the County Clerk of Eddy County also show:the oil 7 R
| | ,
. -g 12 and the gas lease of Mr. Miller, J. W. Miller, that
LB = ¢
Ty 8 02 13 covers the Southeast of the Northeast of Section 9?
: © v '
. x
ti 0 el ? I understand there was such a lease and that lease has
B & i ‘
z= b
, ) ';'E 15 expi?ed.
= = o . ~ . ‘ -
g E& I 16 Q The one that applies to the Northwest quarter of the
3 29 .
ox
Cpa 33 o West half of the Northeast guarter of Section 107 e
! <2 :
. S ] e ’
; §§ A That's correct,
: o4 ‘i': 18 B i
- [ 39 E
= w " 19 Q Can you state of your own knowledge that there is a 3
o2 :
x . ¢
i Ef 2 suit pending in the District Court of Eddy County that )
» R : :
x9 2y involves title to these particular leases?
- o0 <«
-4 .z .
: m: 32 A I have been so informed, I haven't actually seen the
;% |
R 22 suit papers.
P
1 ;o MR, COOLEY: We will so stipulate, Mr. Hinkle.
e g 4 ' ‘
i e MR. HINKLE: That's all I have.
i 2 :
¢ s : - ~
"

< v

1.
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CROSS EXAMINATION

BY MR. STAMETS:

Q .

Referring to Ixhibit Two, these contours of the top

of Bell Canyon, which is of considerable thickness angd

a ~rpnefdarahla vartical Alerancs ahoso th

-~ L3 IR IR L .
P IR LIV p WIHEAGEL

i the formation in question, why did you not use the

Morrow. formation for your contour map?
The real purpose of this particular map is supposed
to be a structural map to demonstrate the regional

controlling features which wonld have influenced any

productivity or any possible productivity of]the Morrow,m,,,w,f

or any productive zone you might run into in this
particular area.

These features could just as well have been put on a
Morrow map, these features of the dike and the fault?
This cbuld have been, however, the thing we are really
frying to illustrate is the regioné1>situation by
other geological data, which is not necessarily
available from the well records.. We arevtrying to
illustrate this by other geological data because you
are getting into an area where we don't have any we;l
control, and anything you did with the Morrow would be
completely spequlative at thaf,point.

MR. STAMETS: Are there any other questions?

® * * *

R A SO

W e AN A oy
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CROSS EXAMINATION

BY MR. HATCH:

Q

A

The yellow line on here represenﬁs a fault?

No, the yellow iine represents the anticlinal axis,
TUOICopaned Lo oWl Wl o, Cooley's guestions a moment
agd'éonééfgiﬁéﬂihé éfoduc£i§ity of the East half of
Section 9 and the North half of Section 10, you said
it was your belief that they were producfive of gas

from the Washington Ranch-Morrow Gas Pool.

Yes., .

Is éhere anything on this Exhibit Two that would
indicate that wells driiled in the East half of Section
4 or the West half of Séction 4 or the East half of
Section 3 or the West half of Section 3 are not prbducing
from the same common source of‘supply?

No.

Is it your opinion that all of those completed wells
and the wellé at these proposed locations would bev
~producing from the same common source of supplﬁé

Yes.

And that would be designated the Washington Ranch-
Morrow Gas PSol?

Right.

MR. HATCH: I have nothing further.

MR, STAMETS: Is there anything further from this
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witness?
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
Lelag forrscied Tignl auw, ana ét this éoini, we definitely
want to submit this ‘information, but it is being retyped
right now. . /

MR. HINKLE: Do you want to wait until the
conclusion of ﬁhe casef»'

MR. COOLEY: Yes.

MR. HINKLE: No OEjection.

AMR. COOLEY: If we could defer~the presentaﬁion
of that evidence through Mr. Steinhorst to the end of the
case and proceed with Mrs. Graéefs testimony, I would
appreciate it.

MR. STAMETS: (There being nc objection, we will
do that.

(Witness: excused,)

® * L ®

CORINNE GRACE,

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

testified as follows:

DIRECT EXAMINATION

BY MR, COOLEY:

Q Mrs. Grace, you are the wife of Michael P. Grace?
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1| A Yes,
2] Q You are the co-owner or co-operator of the oii and
3 gas leases designated as the Grace leases on Exhibit
4 One in this case? )
515 weili, ITw tile co~-operator.
.;; 6| Q That was my question.
-L—’ N
= 7| A Yes.
S
o gl Q And in connection with these leases,have you caused
et ) - ‘ ave . _caus
Ei 9 to be delivered any notices or requests to other
& 10 operators, working interest owners, or royalty owners
na R ) .
&= 11 in the East half of Section 9 and the North half of
- :
%% 12 Section 10 with respect to voluntarily pooling this
h ' .
8 13 acreage for drilling of a well thereon?
- ‘

14 A Yes, sir.

is Q Specifically, who did you notify and in what manner

16 and when?’

17‘A We - sent Western Union telegrams to Black River, Cities

209 SIMMS BLDG.o P.O, BOX 1092 PHONK 4243-00910ALBUQU!ROUE. NEW MEXICO 87103
1216 FIRST NA'TIONAL BANK BLOG, EASTeALPUQUERQUE, NEW MEXICO 87108

18 Setvice, and Arapahoe Limited, and furnished the 0il
19 " commission with the addresses-- the known addresses
20 that the people in Eddy County'furnishgd us with,

21 Q | When you say’Eddy‘cOunty, you mean the Eddy Cdunty
2 Abstract Company?

2 A I'm sorry, ves.

24 Q When were these telegrams seng?

. a I think approximately gJune 5th.
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20

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. telephone calls

at midnight and in the middie of the night and

....... s aVema D T T T Y=y P
‘th-?"-’a’ 2¥=2, P-.-vy:.\'.i weAe LEilllly us that Black

River was going to move on to the West half of Section 4,
and this gets pretty nerve-racking. Mr. Forest Miller
‘told someone in my presence that they were not going
to drill ahymore in the wWashington Ranch area.
Approximately two days later, I heard that they were
out there with bulldozg:§Mbuilding théir lécatiqns.
MR. STAMETS: Excuse me. We are talking about
Section 4 here,'and X believe»theiérea in quéégidh is
Section 9 and Section 10. I would like to be assured that
this haébsome relationship to that before you get into it.
THE WITNESS: Well, the relationship is that these
are the kind of people that one has to deal with, they're
in there taking over your land and operating it. Mr., Portéf,
I have always heard, 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 will not be
one of the causes for forced pooling unﬁer'the section in
§uestion. and I think tﬁe testimony should ba centered around
that if it could be. “

THE WITNESS: I was giving my reasons.
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11 Q (By Mr. Cooley) Is it your purpose to immediatsly
© 2 pr‘oceed with the wells in the North half of Section 9
i 3 and the East half of Section 10 immediately upon the
4 conclusion of the lawsuit referred to?
‘ ) R 163,
S 6 MR, COOLEY: No further questions.
Q B
= 7 - ~MR. STAMETS: Are thexe any questions of this
-
o ‘ -
- o 8 | witness? ’
OEO 9 MR. HINKLE: Yes, I think so.
{ S 10 | " * « *
r D . :
3l E 1 A CROSS EXAMINATION a B B
i "E . 12 | BY MR, HINKLE:
o
_§ §§ 1310Q I believe you stated that you are the owners of the
:p Eg 14 0il and gas leases that cover the acreage involved in
¥y
d 3 :
:5 1% Sections 9 and 10, is that right?
i - 32z : :
(¢4 .
§§ 6|3 My husband is the owner of the lease, and he has made
ks g«
o )
4 ‘:'g 17 me co-operator,
L 3 ‘ ‘ s
] ;E 8| Q . Now, have you completely paid for the oil and gas lease o
T 3 < ’ 5
i & g: 19 that you have covering this acreage?
E g0
_t gg 20 | 2 No, sir.
§; 2l Isn't it a fact that you agreed to pay a consideration
f 4 - .
: oo o
TN a i 2 of $125.00 an acre and put up $10,000.00 to get title
; G 2
: [« I 5 A
Y R 23 to the leases and then agreed to pay the balance when :
R 25
Eﬂ s the lawsuit was terminated?
ii 25 A Well, the amount I don't have in front of me.
_"7; : .‘g
oo
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i 1 MR. COOLEY: You did acknowledge yesterday that
‘ﬁ 2| You paid $10,000.00 to the Mayes-Miller-Ballard group.
3 THE WITNESS: Yes, we paid $10,000.00 already.
‘ ra 4 MR. COOLEY: And there is a balance due upon the
| e b manatuntan of the lawand®® [
oo & ? R - - ~ -
!
o , 6 THE WITNESS: VYes, sir.
B ) ~ .
l. 'E" v | Q (By Mr, Hinkle) But you have not paid the balance?
e A
[+ .
F 8 g| R No, sir.
\ E 9 Q And will not be obligated to pay it until the conclusion
B
i T 10 of the lawsuit?
D
[,g &= L No, but we never get this $10,000,00 back.
I - ’ ,
Ve U )i
8 2 12 0 Now, if you are not successful in the lawsuit, will
g andiy
v B | - -
F; , 8 23 13 you or your husband have any leazehold interest in
T ¢ » '
LR Eg 14 Sections 9 and 107
v H o
z32 s A e have the lease, it's merely a question of unclouding
¥ W -
= M 32 '
gg Z v the title.
3¢ 16 , |
P -:j 'é e MR. COOLEY: Mrs. Grace, you must answer the
“he i3 : ;
’:;% .8 question directly. He said if you are not successful, would
= 14 %% :
i !Q v b 0 | YOO have any other interest.
: 53 | |
T ‘if THE WITNESS: We must be successful.
b 8 20 :
B cz . _ “I
;f Q {By Mr. Hinkle) That's not my question, I asked if you ;
£y 21 :
= bR Sz :
“ e v were not successful, do you have any other interest
- * 3 22
B ) z
b 3w in Sections 9 or 10 except those that are in dispute?
: . nu 23 ' .
& Fg ©
§§ A We have no other land except these leases, but we have
3 24 .
LobE S
E S 5 Lﬂ : these leases.
N 25 |
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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 leaées tﬁ;n Mi; Miller, Mr.Millér;s
leases are cloude@ too.

vo you have any other interests in sections 9 and 10?

We have no other land besides iiie 1aiid in thess loasss.

That's all I asked you.r

Now, I believe your testimony was that you do ﬁot
intend to start these wells until such time as the
pendiﬁg'lawsuit"iswférminatéd, and then only in the
eveht you are successful.

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

‘out and drill on land before we have everything in order.

MR. BINKLE: That's all I have,

* *® * *

CROSS EXAMINATION

BY MR. HATCH:

Q

I have one question., You testified as to pa&ing 86
much for the leases.

Yes.

And I béliéve your testimony was that regardless of
the outcome of the lawsﬁit,you would not recei§e 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 wouldn’'t
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1 get it back even if we don't gat parfest title., I '
2 have seen people gp and take land and maybe fifty I
3 years latar-- we have land in Long Island that hasn't |
4 perfect title, and my husband's father got it fifty ‘
_ 5 years ago. This is bécause the people who originally !
;; 6 settled out there from England didn't mcoperily "
= y establish it. _
 —
S g| O Has the $10,000.00 been paid? - . _'
Q : :
E 9| A Yes, sir. |
§ 0] Will any part of that $10,000.00 be returned if the
T _
= . Ballard-Miller-Mayes group are not successful in their
- 11
=
{g 12 lawsuit? :
— :
8 THE No, we will never get a penny of that money back. :

|9 Now, there is a balance due, the $10,000.00 does not

53

i v s

: °3

W o

b2 0

it F x

u ;

v S is| represent the entire amount?

% 2z

4] o .

g « o [}

§§ 16 A No, it doesn't.

¥ ] :

£ §8 17 Q. Part of your testimony was that you were paying so much
z <D

Fr ° g N » ’.
g < s an acre. I helieve, Would that be paid in addition N
: b '

33 A

»1 gg 19 to the $10,000.007? :
-

ég 20 A Yes, sir. |

:,‘; 21 Q  Mrs. Grace, if the Ballard-Mayes-Miller group is

* Q

[ .z

; o

if»; 2 successful in this lawsuit, you wili be obligated to

: o 2 .

E; 2 pay them some additional money beyond the $10,000.00

; s for the lease?

! 2 24

. A Yes, sir,

25

o ome -
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Q

A

How much is that?

I believe it's $40,000.00,

MKR. COOLEY: T think the total contract actually

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

v pays ihoe toilal was $406,000.00, so we will owe them

1$30,000.00.

If the Ballard-Mayeé-Miller group are not succéssfhl
in their lawsuit, are you still bound absolutely to
pay that $30,000,.00 to them? |
No.

MR, HATCH: That's all the questions I have.

* * - *

CROSS EXAMINATION

BY MR. STAMETS:

Q

Mrs, Grace, I have a question concerning your“attempts
to get together with the other owners in these two

half sections in question here. I wasn't quite clear

on 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
communitize with the other owners in the two half
gsections.

No, we sent telegrams,

Was this for voluntary communitization?

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 trusted were telling us that we were going
to move on-- a man, in our presence, said tﬂét they
were not going to drill any more wells. How;éan you
Cwein Wikl peopie Likeochz
MR. STAMETS: Are there any other questions?
MR. COOLEY: Yes,

* * * ]

REDIRECT EXAMINATION

BY MR. COOLEY:

Q You have taken the leases to the County Clerk in Eddy -

County and received a receipt for the regigt;ation
of the leases, have you noﬁ? :
A Yes, sir.
Q There -is no condition of delivery on those leases,
is that right?
A 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 recoxd discussion was held.)
(Hearing continues.)

MR. STAMETS: The witness may be excused.
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(Witneaa»excused.)
MR, COOLEY: May we have a short recess, Mr,

Examiner?

MR, STAMETS: We will take fifteen minutes,
~;waareupon'a‘raceeé'was’iakéﬁ;)'“_" -
(lecaring continues.)
MR. STAMETS: The hearing will come to order,
pleasa. Mr, Cooley, do you have some more testimony?
MR, COOLEY: We would like to proceed with the
b@lanco of Mr. Steinhorst's testimony.
MR, éTAMETS: Okay, he may be recalled.

* * * ®

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 cost that you could expect to:rencounter
in the drilling of the two wells proposed in the East
half of Section 9 and the North half of Section 10?

A I have.

Q Would you tell the Examiner what tﬁose 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 WITNESS: §$139,725.00.

(By Mr. Cooley) Is that with or without service
equipment? | |
without.

What do you estimate the cost of service equipment

would be?

The completed well on production would be $154,000.00.

Mr. Steinhorst, what experienée, to your own personal
knowledge, has Mr, Grace had in connection with drilling
gasﬁwélls,in the Carlsbad area?

He has drilled six wells that I know of,

Have you had an opportunity to observe his operations

and the manner in which he carries out his responsibilities
in connection with thekdrilling and operating of a well?

I have. A

’Do you have an opinion with respeét to his -capability

in this regard?

I would say he has been rather successful; his wells

have turned out very well,

Do you consider him to be a capable operator?»

I would say he is a capable operator, yes.

With respect to the questidn of operating charges, do

you have a fiqure in mind that you recommend to the

Commission to establish monthly operating chérges for

Ty
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'Lﬁ

f 1 the wells in question?

b 2| A Yes, I think $135.90 per well per month would be

| .

3 reasonable.
P :
| 4 MR. STAMETS: One hundred thirty-five dollars?
P g HE WITNESS: That's right, $135.00.
'#2 6 Q (By Mr, Cooley) In your opinion, is there any risk

H u B B N
: r‘ = 7 involved in the drilling of the two proposed wells
. h - ) .
, r" (& 8 in Sections 9 and 102
R € L
} EE 9| A Very definitely. Although we have interpreted that area
DA ‘ -
!s § 10 of production, I feel a risgk factor of fifty percent
;r@ = 11 “would apply to these wells for taking the risk of
) B >
i 2 12 stepping out that far.

i-‘(i‘“ : .

i L -

i 8 1319Q How far a step-out is it?

i ==

IRTRE: A little over three~quarters of a mile-- nearly a mile
1s| ~ actually.

16 Q On what well?

17 |3 The well in Section 10, and the well in Section 9 is

1216 FIRST NATIONAL BANK BLDG, EASTOALBUQUERRQUE, NEW MEXICO-87108

209 SIMMS QLD&.U P.O. BOX 10929PHONK 243+60910 ALBUQUERQUE, NEW MEXICO 87103

‘18 about a mile and a quarter. Even though we have:
i

b 19 interpreted the area as being productive, it is a pretty

'{; 20 long step-out.

21 MR. COOLEY: I have no further questions.

L’s ‘ 22 MR. STAMETS: Are there any questions of this

G witness?

s 23

: MR. HINKLE: Yes.
24 : .

m
e

* x * #

25

.
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CROSS EXAMINATION

1 BY MR, HINKLE:

Q I believe you stated that the completed well cost of

’the piojected wells would be $154,000.00, I assume

Liids means both ©f Lhew in Seccions 9 end 10 would

each cost approximatel: 5154,000,.00, is that correct?

A Riqht;

0 Doés this include any costs for contingencies?

A It @oes.

b ﬁéw much do you have for contingencies?

A Very nearly $2,000.00, |

Q _ About $2,000.00?

A Yes.,

0 ﬁhat are the usualfcontingenCies that you have to
provide for?

A ©Oh, sales taxes, unexpected rental of equipment, and

things that YOu'cannbt always provide forlnd matter
how thorough1y yousp1aﬁ. |

Q Do you intend this to be turn-key or do you intend to
seek bids for the contract?

A ‘VWeli, it could go eiﬁhér way. Théte's a ﬁossibility
it could be turn-~key.- _

o) Do Mr. and Mrs. Grace have drilling eéuipment capable
of drilling this‘wéil? |

A No. Most operators. don’t have the drilling equipment,

W RO S B
B T I - . AT
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» ©

.0 » 0

and they employ contractors, competent contractors.
By obtaining bida?

Right.

Have you obtained any bids to see what the exact cost

m)uld beys

" We haven't obtained bids, but we have consulted

drilling contractors.

What drilling contractors have you consulted?

Big West Drilling company.

Big West Drilliﬁg Company?

Right, U

Where are they located?

I believe their headquarfers are in Midland or Odessa.
Have there been any others?

No,

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

They haven't drilled any of the wells so fér?

Thev haven't drilled any wells in this immediatexérea,'

they have been drilling the general area for quite some

N
I

time.

Has Mr. Grace any experience in drilling wells in this
particular area so far?

Hot the immediate area,

Not the Washington Ranch area?
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Are you familiar, or do you know, whether or not Mr.
oxr Mrs. Grace are familiar with the particular techniques
that have been used in the completion of these wells

. 'Y . ew.. A" LUUC R N - ™
iid CNE WASHANY Lo mailCit arear S

I am not cognizant of their knowledge of completion

You ﬁave nc knowledge of it?

Of the complétion techniques.

I believe you stated that you think they should have
a risk factor of fifty percent. Does this ﬁean fifty

percent if theiworkingfingerest;cwners decide to pay

I wouldn't think if 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 risks that the Graces are.

Do you have any correspondence with thekBig West

Drilling Company in regard to the cost of drilling

No, this has been personal contact.
When did you personally contact them?
set me think of the day. Today's the thirteenth, it

was last Thursaay, Thursday of last week.

B 1| A Not that I'm aware of.

2| Q
3
4

,, 5 e tasa

.T »‘~»‘- 6 A

- 5

. E 7 ‘techniques.

: Q

L. ; u

" pa (4% ]

L8 o

st %J 10

i E 1

Ry >

. 2

i £33 B

b B ss 13 their way?
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, 53 16
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,;Ca “a these wells?

3% 20

T 23
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Loy 8% 21'A
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1{ A A week ago. -~ Whatever last Thursday was, the 6th or

. 2 the 7th.
w | 3 MR, -HINKLE: I believe that's all.,
B r‘ - 4 * * * *’
e 'CROSS EXYAMINATION
. x 6| BY MR, STAMETS : |
* é 719 Mr. Steinhorst, will you supp’lﬁr the Commission with
p -

B § 8 ‘ a completed copy of this estimated well cost?
l’_? 5 9ol A You would have had it now, but the girl got confused
r: § <m and she didn't get it typed properly.
F“ OE,- 11 | © Mr, Cooleyasked you about "capable ;)peratoi“, I wish
f -SZE. . 12 you would define for me what you consider a capable
F: ;g: gg 13 operator.
( gé 14 |2 The ability' to drill a well with a mirAivimum’of problems
o Eg '15 and with the probability that the well, if it was
ﬁ g‘;‘ 16- productiQe, would be successfully and prudently completed.
gg o | The ability to negotiate a market for production if
*: ;':’,% 18 the well is produced, gmd to produce this production
l:a §§ 19 in a prudent and workmanlike manner.
( i: Eg 20 Q . Would this also include cémplying with the appropriate ]
: éi 21 'rules and regulations of the 0il cOnservatioh Commission
sm ;% 22 and the "apprépriate statutes?
L EE‘ A Correct,
© b s B |
§§ 24 MR. STAMETS: Are there any other questions?
tiﬂ: | ; 25 B * & % *
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CROSS EXAMINATION

BY MR. HATCH:

0 Mr. Steinhorst, you have testified that in your

opinion Mr, Grace would be a capable operator, and you

Chaaad vair _Aaninian An . vAanv Ahcavabdane - 12—
I H N b "

- == e S F BE sk WS R RS W de  dd el

operations in six wells in the Carlsbad area, is that
correct?

A Yes} it is.

Q Do any'df"thdsé"Eik“ﬁeiis”1ﬁg616§”¢6ﬁpu1565§‘podiihg'T'”WW”W

or voluntary pooling?
A T really have no personal knowledge of this, but I

do believe there was one or two.

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

A Yes,

Q I assume then from your answer that you don't really

have any ihformatién as to his capability‘of seeing
that all working partners and overriding‘réyalty
1nterestslare taken care of properly?
- MR, COOLEY: I don't undérstand,what ycu mean by
"taken care of",
Q (By Mxr. Hatch) Well, Mr, Steinhorst, do you know wﬁether
or not Mr. or Mrs. Grace, as the case may be, have paid
all royalties that are due?

A I have no personal knowledge of this. I am only aware
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of their physical operations.

So your testimony as to the capability of the Graces

as operators goes only to the physiéal and not to the
paying oﬁxzoyaities or overriding royalties in the pool?
Thaal’s gorrect.

Concerning the physical operations, have you obhserved
these six wells quite often? |

Yes, sir.

bdiéwéﬁgh of the six in the Carlsbad area?

Yes.

H&ve yoﬁ‘ever observed any gas being flared from any‘
of these wells?

The only time I observed any gas being flared was when

the field was shut in and the four point tests were

taken.

Are you aware of any gas being flared from any of tbose
wells? |
No, sir, I haven't been there all the time though;

How often have you been there? |

I wbﬁld say on the average of a week tc ten days a month

over the past several months,

. Have you ever observed any aa}t watexr 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 Surfdce
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o Py

> 0

pitsg?

N

I have seen some going into surface pits-- well, no,

except when the well was being completed and the well

was being unloaded.

lele was Ll yolin, wheo viic wWwelii was being unloaded?

Into the pit.

On which well was that?

The Carlsbad Grace. B B

~ And all of the water was going into the pit?

All of the water I was aware of was going into the pit,
right. |

Where is the water going now?

vThe well is not being produced, it is shut in at the
present time; |

MR. HATCH:" That's all the questions I have.

* * * %

CROSS EXAMINATION

BY MR. HINKLE:

Q

You stated that you are there a wegk or ten days;dut of
each month, for how many months has that been?

Since early Maréh. |

»Then you have~beeﬁ to the Graces' office in Carlsbad?

I have.

And you have observed their opergtions from their office

standpoint?

A, 2 L
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’ I a I have.
Lo 21°G ~ ‘what does their staff consist of?
$[ a Their staff consists of themselves and two girls.
4| 0 Do they have a full-time petroleum engineer or a
»—l> 51 superintendent or any other emplaveea that a narmal
v 6 'field office would have?
; o
t g 71 A What do you mean, Mr. Hinkle? i have to question what
[ ] c .
i 8 3 you mean by a normal field office.
Sl ’
Ca E 9190 Do they have a superintendent who goes out to check
i T '
L Rt 10 their wells from time to time or do they do it themselves
: @D '
‘r‘ E.. 11 or do they leave it to the girls?
o % o 1212 No, they have people to do this, they don't do it
¢ = ‘ :
1 B '
QD o2 13 themselves,
i3 = Yr .
o -
r » '§§ 14| Q How many employees do they have outside of the two girls
& W : )
3 z 3z -
i ] ';; 15 ~ in the office?
O [ :
L §§ 16| A The only ones I am aware of are the gauger who operates
g«
. 2
{' 58 gy the wells.
A :8
53 1819 A gauger? They leave the gauger to operate the wells?
A 2w . .
ti "z': 19 |2 No, other than the normal performance functions the
. i3 |
F 5 20 gauger does.
] 2% .
]
21 |0 Just a gauger?
| o ¥ | |
f =k S5 . |A And the normal days operations of a well.
18 : ¢ Z ;
s B ne - D
. z L: @K 23 Q In the case of a break-down or breakage in a pipe or
g 5 - g ‘:’ ‘.
b : .
a* 24 anything of that sort, do they have-- how do they take
' L 2
: L! 25 care of that?
e




PAGE 38
e
o ’ 1! A Well, they hire somebedy to do it, They have an
{-ﬂ' K 2 individual who is very capable of doing this for them.
‘ ' ' 3] Q@ Is he a full-time employee? - o
,r., 4| A No.
e 5, = Tiey jusi have Lo go out and make a contract for each
, & job to be done, is that right?
- S )
[f, ‘é | A No, this man is available on a minute's notice to _
£ nut
: Q )
o o 8 assist them.
: & 9} @ Is he on a retainer basis with them?
od . ,
ﬁ & w0l? I am not aware of the financial arrangements made with
: ©
E this individual,
ri > .
' - Y 12 Q@ - But that only relates to the Carlshad area?
PR E 8 53 13 A To my knowledge, he is available and has done work in
T = TS :
r; vo 14 several areas which they have,
: z2 18 'S That is the only person of that kind that they have?
L 5z " ; - '
t, gg 16 A He is the only one I am aware of.
i@ 20
E [
K §§ 0 And he does not work full time?
'i ! <3 17
T s
3< A No. !
- ic 18
t; " " MR. HINKLE: That's all I have.
ol zZg ' :
04a :
x : =
: L: 'ti MR. STAMETS:- Are there any other questions of this
3z
< 2 - 4
Z x° 1witness?
T =z A
c iy 22 “{No response)
;io» | | |
[T 35 MR. STAMETS: If not, the witness may be excused. .
Sl wi 23 - . ‘
R 2 o
Ia (viitness excused.)
s g 24
L, MR. STAMETS: Do you have any further testimony,
25 '
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Mr. Cooley?

MR. COOLEY: No further testimony.

MR. HINKLE: We have one witness we would like to
have sworn, -
® ® * ®
T . WILLIAM P. AYCOCK,

was’called as a witﬁess, and after being duly sworn, £est1fied

as follows:

DIRECT EXAMINATION

BY MR. HINKLE: |

Q | You are William P. Afcock?

A ’Yesc_sir.

Q | And you have previously testified before the Examiner?

A Yes, sir.

Q - In connection with the cases which were heard yesterday?

A Yes. |

Q And you gave your educatiénal ﬁackground and
qualifications as a petroleum engineer?

A Yes, sir.

MR, HINKLE: Is the witness qualified?
MR. STAMETS: The witness is qualified.

Q  (By Mr, Hinkie) Are you familiar with the lease ownership
in the East half of Section 9 and the North half of
Section 10, Township 26 South, Range 24 East?

A Yes, sir.
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Q

»O Y

@)

“under the lease from J. W. Miller that covers the

What is the lease ownership as far 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

Aad - -
R =2 L LV F A O A S T R P

i sL uarter of the Northeast

quarter, which is part of the acreage whish iz 45—

TIZZiRsaE e

contention in the District Court of Eddy County.

Does Black River Corporation have operating rights

Southeast of the Rortheast of Section 9, which is in
question?

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 Fast half of Section 9?

In the East half of Section 9, I belisve, that's‘
Arapahoe. Arapahoe is one-half owner with Rlack River
Cotéoration. 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 operator, Arapﬁhoe would be one-
half interest owner, |

Is there any agreement between Arapahoe and Black River
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as to Black River being the operator?

he is completeiy satisfied with Black River's operations.
Are you authorized to speak for Arapahoe? ’
Tes, Sir,

What is the title situation in the North half of

Section 10?

In the North half of Section 10, all of the Noith hdiﬁ

of Section lbwﬁighrfhe exception of the East half of

the Northeast quarter where title to the acreage is
now ih éonﬁest, Black River has the Northeast of the
Northeast, and Black River and Arapahoe have a half
interest each in the Southeast of thevNortheast quarter.
Does Black River have éuthority to represent all the
interest owners and act as operator in the North half
of Section 10?

Yes, sir, and the gsame situation apbiies to the entire
Northwest quarter of the West half of the Northea;t
quarter, and that is Black River's position until the
District Court finds otherwise. They do have operating
rights under the leases of Mr. 3. W. Miller.

Now, what is the desire ;f Black River as far as being

operator of the East half of Section 9 and the North

‘half of Section 10 is concerned?

Well, Black River would-- let's put it this way: The
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only way Bléék River W6ﬂid'éiéé’ﬁémitéAéperations
would be under duress by the order of this Commission
or some other body with jurisdiction that forces us

to give up our operations.

What experience has Rlack PRiver-had in operating wells |

in this area?

Black River drilled the discovery well,"and;ﬁas drilled
all the additional wells with the exception of the
three that Cities Service drilied and are operating

to the north.- The driYling and completion techniques
involved here wére_specifically deéignéd by Black River
at greét expense and a great amount of time invested

in them. They have obviously been very successful,

and this ié'attestéd to from the quality of the wells. .

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

in Southeastern New Mexico with this regularity of

good quality wells that have resulted here.

'Has Black River used any particular technique in

éomplgting these wells?

Yes, they have used several techniques that are unique
in their applization. One of them'involves-fre3h>watet
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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as quickly as possible. 1In addition to that, the use
of such quality cement must be utilized to 8dequately
isolate the pay zone, but they don't use so much that

they invade the pay zone with cement and contaminate

.

These have resulted in their ability to make

excellent quality wells without the use of stimulation.

- What kind of staff does Black River have in connection

with handling the wells which are already in qperation?
Well, ¥r. Forest Miller is the field geologisiiin charge,
and Mr, John Berry is the field engineer, and ;ne or |
both of thém are on location at virtually all times.
There is a full-time pumper who is in charge of
production, and besides that, El1 Paso Natural Gas

people are on the grounds at all times too.

what kind of accounting system do you have and is in

éperation in connection with Black River being the
operator of all the wells in the area?

Well, I don't have details, personal knowledge of the

-

accounting system, but Black River is suitable io
Arapahoe and Cities Service, and this would indicats
that their performance is adeguate.

And you have no problems in this area?

The only problem we have in this area is the problem

surrounding the leasehold that is in contention.

Do you have “anything further you would like to bring
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befora the Commission?

Well, the only thing is I would like to reitérate to
the Commission that the people involved in Black River

Corporation are all professional o0il people of long

standing and they are all people that desire to do

the right thing at all times for everyone,including

conservation of natural resources and obeYing to the
maximum degree possible thevrules of this Commission.
In your opinion, because of th¢<success‘Black River
has had in this particular area, do you think that
Black River can drill and complete these wells and
supervise them and mé&ntain them as cheaply as anyone -
else?

Yes, I think they could do it certaiﬁly as cheaply.

An example of the contingenciés that could be involﬁed

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 being drilled dry. Black River has
demonstrated their ability to meet and cénquer this

situation and reasonable contingency costs for 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 contingencies of $2,000.00 being
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-~ iidavidual well, vou are going to have to b

adequate?

Well, it deéends'on how you iook atrit. 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 N

ye tc preparsd
to drill your well dry until you set your surface pipe,
And there would be this hazard in cbnnecéion with

these two wells because they are step-out wells of a
considerable distance?

Very definitely.

MR. HINKLE: That's all I have.

MR, STAMETS: Are there any questions of this

witness?

* * * *

CROSSE EXAMINATION

|BY MR. cooLEY:

0

b

0

Is Mr. Berry a fﬁil~time eméloyee of Black River
Corporation or is he a consuitant?

He is what amounts to a fuil—timé’employee'dUring the
developing phase.

But he is a consultant just as you are yéurseif?

Yes.

And just as Mr, Steinhorst is teo Mr. Grace?

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

is to Mr. Grace,
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You heard his testimony that he is a consultant?
Yes.
And you are a consultant and Mr. Berry is a consultant

to Black River Corporation?

e
"o

And the El Paso pipe line people would be available

to anybody operating wells, that is the norﬁal operation
for then, to.provide field personnel in connection withb
gas weils? "

Not in all cases, but it is a frequent occurrence.

You do not mean to imply that the El Paso people would
be available to Black River and would not be available
to Mr. Grace?

I have nc idea what El Paso's relationship is with

Mr. Grace.

You &o not mean they wouidn'f be available to any
operator other than Black River Corporation?

I'm not applying anything, all I am telling you is I

know they are availlable to Black River Corporation.

You testified that to your knowledge, Black River has
always obeyed £he rﬁles and regulations of the 0Oil
Consexvation Commission. |

To the greatest degree that an individual situation
will allow. I believe we all recognize that there arek

occasions when decisions have to be made on the ground
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.

1 ' 1 and formal clearance cannot be requested from the

. 2 regulatory body when an instant decision has to be made.
. 31 Q Do you consider moving on to a location, a well
g 4 location, before obtaining authorized permits to drill

e E ,r‘ | - 3 . on federal land from the U.S.G.S, to be in coﬁ\pliance

M _2 ' 6 with the rules and regulat:l_ons?

e g 71 A I think it was testified to yesterday-- yes, I would

- § 8 consider it proper under the conditions that the U.S.G.S.

; 0E6 9 "has outlined that as long as a federal ~-1_e_ase‘ is in

l 10 ~ effect, they would approve the drilling of a well. T

r* dEi 11 think undér fhese conditions, yes.

’I '2:3 . 12] Q0 ~Are you aware that Black River moved onto the West half

f“ g §§ 13 of Section 4 and made a location and drilled a rat hole

t“ gg 14 prior to having their éApplication to drill approved

: ;é 15 by the U.S.G.S.? |

r’i §§ 16 | A I am not aware of it, but it is a common occurrence

I o«

- gé 7 throughout the industry.

E = . @ -

i | gf 8|Q@  Are you aware of the fact that the U.5.G.S.,when it

4 g E ol became aware of this, that they instructed Black River

: o : .

; ﬁ E; 20 to ceasveg and desist?

; éi a1 ® I am not aware of ;:hat.

Lopl . Z

h ;% 2 Q  But you don't deny it?

ij g% 2 A I don't have any personal knowledge of it at ali, Mr.

§§ 2 Cooley. I cannot affirm oi: deny it,

L: ) 2 MR. COOLEY: I have no further quegtions.
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[
L 1 ® * ] ~
e 2 CROSS. EXAMINATION
3| BY MR, HATCH:
r
i 4|9 Mr. Aycock, Black River does not at the present time
N 1 Mg_.’a.g;;_j_.g_d;_,iil,.a,,w:...-r-ﬁr.‘f_—— {ithe Edast Nalf or Section 9
x 6 or the North half of Se&¢tion 10, Go they?
e ) o _ \
. £ 7{A" No, sir. I think, obviously, they would like to have
| P
- 8 8 this title question settled,and I think that if it is
S ) : . ‘ :
' 5 9 settled successfully in a manner favorable to J. W,
B . ;
Dl C , , ,
. 1 § 10 Miller, then Black River will then proceed tc want
r‘ B il , to drill a well as quickly as possible in the North g
s S :
ﬁ 2 half of Section 10, but at the present time, they have
Cm el 12 : :
- = 7 .
8, g §§ 13 no plans to develop either portion of the properties.
% o ‘ )
] £3 14 MR. HATCH: That's all I have. :
1 58 4
S zz * ~ % % :
N e 18 -
LE 3°
- b v > CROSS EXAMINATION
32 16 -
% w
| ja a3 BY MR, STAMETS:
% 2 U
) - .
$3 18 |2 My, Aycock, it has previously been testified toc that
o 1¢ | e
bt g: 15 Rlask River was contacted in an effort to voluntarily
e . 2 communitize in this area. Could Black River logically
i b g 3z ' . R
V. = - <
59 do that?
. ER .
‘ 21 3% - A No, Black River did not reply to the request that the
i | |
¢ _?,.g 2 Graces sent for voluntary communitization on the advice
: b $e ‘
L 24 of counsel. Black River's counsel felt this could
L 25 affect their righte so Black River did not reply.

,..,\
z iy
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- : i|] Q@  Regardless of the outcome of this case, you have no
2 proﬁds&lrt»:o drillr a 'wel‘l ikn either section?
";; 3l A wot at this time, no.
4 MR, STAMETS: I believe that's all I have. Are
gl tha=r 25w sadisionzal ‘:;:;i.;.. GI the witnesss
* ® * *®
= " REDIRECT EXAMINATION
é g | BY MR, HINKLE:
g 9| Q As soon as this lawsuit is concluded and in the event
B 10 J. W. Miller and Black River should be successful, do
an 11 you then know whether Black River has any intention
_g ) 2| of drilling wells in Sections 9 and 10?
_;:3 §§ 13 ' ,A Black River desires to develop the North half of Section
gg 14 | 10 as soon as this matter is resolved, and at such time
Eg 5 as-the North half of Section 10 is developed, the
g‘;‘, 16 information that will become available then, from that
'i", g | information, g decision would be made as to whether or
gz% 18 not they would develop the East half of ‘Section 9.
g‘f 19 Q Biack River desires then that a well in the North half
E;; 20 of Section 10 be first drilled before deciding whether
g';’ 21 a wg;l should be drilled over in Section 9?
2§ a Yes, sir.
;, 2 22
2?5' ’ MR. HINKLE: Tha't'aiall I have,
e e e e
2 24
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CROSS EXAMINATION

BY MR. STAMETS: v
Q I'would like it made clea:, just briefly outlined,

as to why Black River does not want to be force pooled
} “‘“I{"EEQWE;;L_LQEEM;E'E;QQE;;N§;>g;&guéétin fhis case,

there is a very small portion of acreage which is still
contested.
A 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 haif of Secfion 9. |
Q  If the Applicant in this case foxce pooled you and
chose to carry the full risk,:yoﬁr complete risk in
this case would seém to be minimal., o
A Black River doesn't look at it that way. As I mentioned
previously, without going into detail, Black kiver
- would prefer to be the operator if at all possible, and
theyfbelieve they have demonstrated their capability.
to drill and 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 anyiothef questions?

* *® * *

CROSS EXAMINATION

BY MR, HATCH:




g

—E T %
-9

f? | 5
~ 6
&2
= 7
| -
n (o]
_f? (3 8
”Wﬁi.?wwmégjﬂ o
L o 9
U - 10
; b
?‘f: E% 11
: =
&
?Qt: E: v
[ X © 5
Bt os
P i3
1 ¢ & 15
i ; 32
* r: ) :
g 23 16
¥ o«
T a3
- 2w
o '
5 ir - 18
o
: §§ 19
Cp e
ft 2z 20
LT Za
) : i s: 21
’ kL %
iz
Y 2
b ge B
H L
: w -
}Lj § 24
- 25

Tz

PAGE 51

Does Black River oppose forced pooling altogether at
this time,’or do they only oppose the Graces being
named as operators? #

I think our position is this, Mr. Hatch. We oppose

nanling comnlatelv hecange wa don'e

before the District Court turns out in favor of Mr.

Miller, we don't see how it will be necessary to force

pool. We believe it could be done on a voluntary basis.

.

‘ne Graces have

-

these two pieces of property revolve around this
lawsuit that is now under consideration. It would not
be common sense to say we believe something ought to
be force pooled when it may not be necessary once this
matter is concluded,

MR, HATCH: That's all I have.

'MR. STAMETS: Are there any other questions of

this witness?

a dismissal of these two cases. I think that it is eminently

(No response)
MR. STAMETS: If not, the witness may be excused,
(Witness ekcused.)

MR. HINRLE: I renew at this time my motion for

clear by the statements of counsel and by all of the evidence

here that there is a question, a real question, as to the

title the Graces have to these ieases which they claim in

tes¢ified that their only interest in
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Sections 9 and 10. They do not have any other leasehold
interests except those in»questidn,>and I do not believe
the Commission would have authority to enter an order of
forced pooling under these circumstances until they are

28Ys Lo show that they Lavé ©itié and that they can

A~ Y. 2 Nmes 2 m bt AM Lo Mgy S ELRUE UL

immediately drill on this acreage. I think the critical
time for determination is now at the time of thisAhearing’
rather than waiting for several months to find ouﬁ how the
lawsuit comes out, because con&itions change in these things,
and I don't think Black River should be required to =it here
and wait for several months until_this lawsuit has been
determined or decided before doihg anything about it. I
think now is the time to decide this thing, to dismiss these
cases, and then when the lawsuit is detetmined, if it is
determined in favor of Mr. Miller, it will work out as Mr.
Aycock has testified, and there probably will be voluntary
pooling. If the Graces win, they will have no problem of
coming ;n, if they thiﬁk forced pooling is necessary to
perféct their unit, and go ahead and driil the well, But

I just don't think the Commission has the authority under
these circumstances where title is in question because tﬁe
commission does not have the authority to determine tiﬁle,
and this does involve a real case of title,

‘MR. COOLEY: It is my understanding that it was

stipulated yesterday when the cases weré first called that
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there would be no order entered in this case until such
time as the quastion 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

avenb v b B N e 2 Y “ Hem A M
Mo TTIICAVE waun 8 ydune 22y [

2, and it wilil then appear

X+

a, 1
that at the time of this hearing that Mr, Grace did have
the right to drill.

HR. STAMETS: The actions of yesterday did'not
eliminate the Commission's alternative of dismissing the
cases today. The evidence developed here indicates that
that was the proper ‘thing to do. We only resolved the question
of whether or not we wouid hear the testimony, and I would
‘like a few ninutes for a conference with counsel, and we will
rule on Mr. Hinkle's mption.k

(Whereupon Mr. Stamets conferred with Mr;'Hatch.)'

MR. STAMETS: The hearing will come tq‘order, please,
Mr. Hinkle, the Examiner will overrule your motion and take
the case under advisement for either the entering of an order
denying the application or for just hoiding the éases open
until suéh time as the Court case has been decided.

MR, COOLEY: I would at this time offer into
evidence Exhibits One, Two, Three,‘dnd Four.

MR. STAMETS: Arxe there any objections?

- MR, HINKLE: No,

MR. STAMETS: Exhibits One through Four will be
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STATE OF NEW MEXICO )
) 88

COUNTY OF BERNALILLO )

I, RICHARD E. MCCORMICK, a Certified Shorthand
Reporter, in and for the County of Bernalillo, State of
New Mexico, do hereby certify that the foregoing and
attached Tra‘nscript of Hearing bhefore the New Mexico 0il
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.

( M’Woé' |

CERTIFIED SHORTHAND REPORTER
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I. R TRUHLLO
O1L CONSERVATION COMMISSION CHAIRMAN

PR LAND COMMISSIONER »
STATE OF NEW MEXICO | LB ABUIO

P. 0. BOX 2088 - SANTA FE MEMBER
87501
STATE GEOLOGIST
A.L.PORTER, JR.
December 5, 1974 SECRETARY - DIRECTOR
C
Re: CASE NO.__ 4767 and 4768
; Mr. William J. Coolsy ORDER NO.
: Burr & Cooley "8_4925.and.8“4927-
: Attorneys at Law Applicant:
: 152 Petroleum Center Building
{ ~ Farmington, New Mexico 87401 Alice Ballaxd, Amelia Miller,

Thurman Mayes, & John A. Mayes

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

Very truly yours,

-7 -
e . :
AL (/@) %,9}/
. - 3

A. L. PORTER, Jr.
Secretary-Director

ALP/ir

Copy of order alsc sent to:

i Hobbs OCC X

: Artesia OCC X

: Aztec OCC ‘

l Other Max Coll, 3220 Draxton SW, Albuguerque, N.M. 87105

Mr. Claronce Hinkle, Roswell, N. M.

1




it‘*?tn:
i s

VU VPSSP PO SO

BTN O

v G e

T PN PR (TR

BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTRR OF THRE HRARTING
CALLED BY TiHi Uil CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE NO. 4768
Orde)_: No. R-4927

APPLICATION OF ALICE BALLARD, AMELIA &
MILLER, THURMAN MAYES, AND JOHN A. MAYES
FOR COMPULSORY POOLING, EDDY COUNTY,

NEW MEXICO.

PRDER OF THE COMMISSION
BY THE COMMISSION:

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

NOW, on this 3rd 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 jurisdiotion of this cause and the
subject matter thaereof.

(2) That this case involves the compulsory pooling of

‘the N/Z of Section 10, Township 26 South, Range 24 East,

adjacent to the Washington Ranch-Morrow Gas Pool, Eddy
County, New Mexico.

{3) That at the time of the hearing the ownership 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
parcy, that party may file such further application for ©il
Conservation Commission actions as are appropriate.

(6) That the application should be dismissed.
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Case No. 4768
Order No. R-4927

ar/

IT IS THEREFORE ORDERED:

That Case No. 4768 is herehy dismissed without prejudice.

' DONE at Santa Fs, New Mexico, on the day and year herein-
above designated.

STATE OF NEW MEXICO ;
OIL CONSERVATION COMMISSION

‘Zfé;/ég) ' 1Y Sy
I. R. TRUJILLO,

Chairman

X J. ARMIJO, Member

b (L. .

A. L. PORTER, Jr., Memb & Becretary




Examiner Hearing - Wednesday July 12, 1972 - Docket No. 15-72
4=

(Case 4767 continued)

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

\ CASE 4768: 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
underlying the N/2 of Section 10, Township 26 South, Range 24 East,

\ "adjacent to the Washington Ranch-Morrow Gas Pool, Eddy County, New Mexi
- Said acreage to be dedicated to a well to be_drilled 660 feet from the
North line and 1980 feet from the West line of said Section 10.

Also to be considered will be the costs of drilling sald well, a charge
for the risk involved, a provision for the allocation of actual operating
costs, and the establishment of charges for sup*rv1sion of said well. ’

CASE -4723: (THIS CASE WILL BE CONTINUED TO THE FIRST ZXAMINER HEARING IN JANUARY, 1973).

Applicaticen of Black River Corporation for pool abolishment, creation of

- two new gas pools, and a dual completion, Eddy County, New Mexico.
prplicant in the above-styled cause, seeks the abolishment of the
Washington ‘Ranch-Morrow Gas Pool, Eddy County, New Mexico, and the creation
of the Washington Ranch-Upper Morrow and Washington Ranch—Lower Morrow
Gas Pools for the production of gas from the upper ard lower Morrow
formations. Applicant further geeks approval of the dual completion
(conventional) of its Cities 3 Federal 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.

P2
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OIL. CONSERVATION COMMISSION
P. O. BOX 2088 '
SANTA FE, NEW MEXICO 87501

June 23, 1972

(f;ﬁax/ 4?376:5/

Mr. Martin L. Allday
201 Wall Towors East
Midland, Toxas 79701

ar - Mits Allday:
In accordance with our telephona conversaticn
of this date, please find encloced copies of the

four applications we discussed.

Very truly yours,

GHEORGE M. HATCH
Attorney

GMH/drx
enoclosure

o 'gﬁ‘i; ST




Memo -.

R. L. STAMETS
Technical

o
i /ﬁpﬁ/lt&n Y &@a/ed_,,

Kr53a (3c«//c/

C;;>12c«:,—‘222t:‘ <§i. (::;,,, ;vovii
gfa c€ a 7[' /“*"’y-

Oil Conservation Commission — Santa Fe, New Mexico

Support Chief |
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Michael P Grace 11

Corinne Grace
P. O. BOX 2082
SANTA FE, NEW MEXICO 87801

June 22, 1972

! ot B

T T ) V T o o ) o T ' W

Mre. Ae L. Porter, Jr.
Secrekary-Director

New Mexico 0il Conservation Commission
P. 0. Box 20886 .

Santa Fe, N. M. 87501

Dear-Mr. Porter:

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

Section 10, Township 26 South, Range 24 East,

to force.: pool the area in the North half, 660

feet from the North line and 1980 feet from the -

West line, Mayes-Ballard Well No. 1, Corinne Grace,

Operator.

Very truly yours,

CORINNE GRACE

Byi .
.U‘&MX»KAZ Narvee,
¥ '
Agent for
Alice Ballard
Amelia Miller

Thurman Mayes
John A. Mayes

s
A JUN 22 1972 JJUl

OIL CONSERVATION COMM
Santa Fe

by—

4 7(/

-




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

T L “in iiis MATISR OF THE HEARING
; CALLED BY THE GlL CONSERVATION
¢ COMMISSION OF NEW MEXICO FOR

: THE PURPOSE OF CONSIDERING:

CASE No. 1768

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 Mexico, before Examiner _ Richard L. Stamets -,

_ NOW, on this day of _ July , 1972, 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 the applicants, Alice Ballard, Amelia Miller,

Thurman Mayes, and ‘John A. Mayes, seek an order poolihg éll

mineral interests in the Morrow formation underlying the N/2 of
‘Section 10, Township 26 South, Range 24 East, NMPM, Washington

Ranch-Morrow Gas Pool, Eddy County, New Mexico.

—— -
: _' i it
R S

1At




1.

E?&;E NO. 4768
Order No. R-

(3) That the applicants have the right to drill and'plan
to drill a well at a location 660 féet from the North line and
1980 feet from the West line of said Section 10 to the Morrow
formation.

(4) That there are ihterest owners in the prorosed proration
unit who have not agreed to pool their interests.

(5) That the evidence indicates that approximately

‘acres in the N/2 of said Section 10 is not productive of gas

from the Morrow formation.

(6) That the evidence indicates that approximately

acres in the N/2 of said Section 10 is productive of gas from
the Morrow féfmation.

(7) That to avoid the drilling'nf unnecessary wells, to
protect correlative rights, and to afford to the owner of each
interest in the N/2 of said Section 10 the opportunity to
recover or receive without unnécessary expense his ﬁust and
fair share of the gas in said ?ool, all mineral interest,
whatever they may be in the Morrow formation underlying thé N/2
of said Sectioh 10 shculd be pooled.

(8) That the applicant should be designated the operatoxr
of the subject well and unit.

(9) That any non-consenting working interest owner shoula
be afforded the opportunity to pay his share of estimated well
costs to the operator in lieu of paying his share of :easonable
well costs out of production.

(10) That any non-consenting working interest owner that
does not pay his share of estimated well costs should have with-
held from production his share of the reasonable well costs?plus
an additional 25% thereof as a reasonable charge for the risk

involved in the drilling of the well.




oo
s,

Koo,

AT

-3_
CASE NO. 4768
Order No. R-
(11) That any non-consenting interest owner should be

afforded the opportunity to object to-the actual well costs

but that said actual well costs should be adopted as the

reasonable well ccsts in the absence of such objection.

(12) That following determination of reasonable well costs,
any non-consenting wbrking interest owner that has paid his share

of estimated costs should pay to the operator any amount that

"reasonable well costs ekceed estimated well costs and should

receive from the operatér any amount that paid estimated well
costs exceed reasonable well costs. |

(13) That $100.00 per month should be fixed as a reasonable
charge for supervision (combinéd fixed rates) for the subject
well; that the operator should be authorized Eo withho1d from
production the proportionate share of such supervision charge
attributable to each hon-consenting working interest} and in
addition thereto} the ‘operator should be authorized to withhold
from production the proportionate share of actual expenditures
required for operating the subject well, not in excess of whétx
are reasonable, attributable to each non-consenting working
interesﬁ. | )

(14)  That all proceeds ffom production from the subject

well which are not disbursed for any reason should be plaéedlin

escrow to be paid to the true owner thereof upon demand and

‘proof of ownership.

IT IS THEREFORE ORDERED:

{1) That all mineral interest, whatever they may be, in -
the Morrow formation underlying the N/2 of Section 1 ¢, Township 26
South, Range 24 East, NMPM, Washington Ranch-Morrow Gas Pool,

Eddy County, New Mexico, are heraby pooled to form a standard 320-




-4~
CASE NO. 4768
Order No. R-

acre gas proration unit to be dedicated to a well to be located

| 660 feet from the North line and 1980 feet from the West line of

said Section 10.

(2) That Alice Ballard, Amelia Miller, Thurman Mayes, -and
John A. Mayes are hereby designated the operators of the subject ‘
well and unit. |
(3) That fhe operators shall furnish the Commission and éach
Known workiﬁg'inte:est*anéf”in'the'§ﬁbjéé£”hﬁi£'énwiféﬁiiéa“’“W"" o
* 7 schedule of estimated well costs within 30 days following the

date of thisvorder:

REZ SRTERN

(4) That within 30 days from the date the schedule of

estimated well costs is furnished to him, any non-consenting

working interest owner shall have the right to pay his share

N T N LR B B

of estimated well costs to the operator in lieu of paying his

share of reasonable well costs out of production, and that any

LRy S AL

such owner who pays his share of estimated well costs as provided

BRI LA Al e

above shall remain liable for operating costs but shall not be

VO L

liable feor rigk charges.

RSN

(5) That the operators shall furnish the Commission and

Y

each known working interest owner in the subject unit an

P R

itemized schedule of actual well costs within 30 days followin

completion of the well; that if no objection to the actual well

WS AR 3

costs is received by the Commission, and the\Commission‘has not
Hobjected within 60 days foliowing completion of the well, the
? actual well costs shall be the reasonable well costs; provided

Jhowever, that if there is an objection tu actual well costs

within said 60-day period, the Commission will determine

reasonable well costs after public notice and hearing.

LT

L N o 5 (6) That withip 30 days following determination of reason-

able well costs, any non-consenting working interest owner that
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CASE NO., 476 g =
Order No. R~ '

has paid his share of estimated costs in advance as provided

above shall pay to the operatoxr his pro rata share of the amount

that reasonable well costs exceed estlmated well costs and shall

receive from the operator his pro rata share of the amount tnat
estimated well costs exceed reasonable well costs.

(7) That the operator is hereby authorized to withhold the
following costs and charges from production:

-—-{A} - The pro rata share of reasonaole well costs
attributaﬁle to each non-consenting working
interest owner who @as not paid his share of
estimated well costs,within 30 days from»the
date the schedule of’estimated well coste is
furnished to him.

(B) As a charge for the risk involved in the drill-
ing of the well, 25% of the pro rate share
of reasonable well costs attributable to each
nonQConsenting working interest owner who has
not paid his share of estimated well costs
.within'3c days’frcm the date the schedule of
estimated well costs is furnished to hinm.

(8) That the operetor shall distribute said costs and :
charges withheld from production to the parties whowadvanced
the well costs. |

(9) That $100.00 per month is hereby fixed as a reasonable
charge for supervision (combined fixed rates) for the subject
well; that the operator is hereby authorlzed to withhold from
production the proportionate share of such superv1sion charge
attributable to each non-consenting working interest, and in
addition thereto, the operator is hereby authorized to withhold
from production the proportionate share of actual expenditures
required for operating the subject well, not in excess of what

are reasgsonabl

ttributable-to each non=-consenting working

interest.
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CASE NO. 4768
Order No. R~

(10) That any unsevered mineral interest shall be considered

a seven-eighths (7/8) wdrking’interest and "a one-eighth (1/8)

under the terms of this order.
(11) That any well costs or charges which are to be paid
out of production shall be withheld only from the wo;king

interests' share of production, and no costs or charges shall

be withheld fromﬂg;g@gg;i@pﬁattributable,to“royalty interests. .l

(12) That all proceeds from production from the subject
well which are not disbursed for any reason shall be placed in
escrow in Eddy éounty, New Mexico, to be paid to the Erue owner
thereof upon demand and proof of ownership; that the operator
ghall notify the Commission 6f tﬁe name and address of said
escrow agent within 90 days from the date of this order.

. (13) That jurisdiction of this cause is retained for fhe
entry of such further orders as the Commission may deem neces-
sary.

DONE at Santa Fe, New Mexico, on the day and year»herein-

above designated.




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

.')‘,. £, ‘
‘ 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. 4768 - :
APPLICATION OF ALICE BALLARD, AMELIA Order No. R--§/527zf
MILLER, THURMAN MAYES, AND JOHN A. MAYES
FOR COMPULSORY POOLING, EDDY COUNTY,
NEW MEXICO.. -
e e e i e Y , )
i o | ORDER OF THE COMMISSION
Z N - BY THE COMMISSION:
o J \ - . R .
: E This cause came on for hearing at 9 a.a,on July 12 . ... 4472
5 v at Santa Fe, New Mexico, before Examiner Richard L. Stamets .
: NOW, on this _day of December  , 1974, the Commission, -

R

FINDS:

NNV R, R PR

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

(2) That this case involves the compulsory pooling of

N
AN ALY SN

NSRS A IS

the N/2 »f Section 10, Township 26 South, Range 24 East,
édjacent to the Washington Ranch-Morrow Gas Pool, Eddy County,

New Mexico.

NILERE . lode
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& (3) That/ithe ownership of the acreage involved in this
: _ ’ ;

]

"application was unclear and the subject of litigation.
(4) That over two years have‘passed and no revresentation
}has been made to the Commission as to the resolution of this

i

“title dispute.

.: (5) That whenever the title is ciearly vested ih any

]

§party( that party may file such further application for 0il

!Conservation Commission actions as are appropriate.

2 (6). That the application should be dismissed.

: IT IS THEREFORE ORDERED:

; That Case No. 4768 is hereby dismissed.

; DONE at Santa Fe, New Mexico, on the day and year hereinabove
%esignated. | |

;
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. CASE 4769: Application. of GUL?'*
"OIL CORE, FOR A DUAL comnmxo
LA COUNEY, NEW MEXICO.




