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FORM 47C 237

PAN AMERICAN PETROLEUM CORPORATION.

P. O, Box 480, Farmington, New Mexico
June 21, 1962
File:  H-1081-400.1 _
Schedule of Well Costs - Revised

Stedje Gas Unit No, 1
San Juan County, New Mexic

Subject:

Mr., A, L, Porter

New Mexico 0il1 Consarvation Commission
P. 0. Box 871

Santa Fe, New Mexico

Dear Sir:

In accordance with the last paragraph of our letter dated May 8, 1962,

File:
ing costs shown by our records as of May 31, 1962,

Drilling Costs

Day Work - Drilling Contract §11,853.19
Turnkey Contract 30,704,30
Truck and Service Equipment 3,275.85
Fuel 726,20
Driliing Mud and Related Materxrial 459,04
Bits and Rental Equipment 1,830.78
Well Surveys and Test Services 891.65
Acidizing, Shooting and Perforating 7,982.29
Cementing Casing , 4,580,64
Geological and Engineering 136.43
Roads, Bridges and Canals 43,55

Losses on Retirements, Sales, Transfers,

and Other Charge-Offs 13,67
Material and Supplies - Other 3,152.35
Other Labor - Company 483,18
Other Labor - Contract 511,16
Other Drilling Costs 301.21 $66,945.49
Well Equipment
Well Head $ 3,830.81
Casing 17,227.62
Tubing 6,717.57
Noncontrollable Tangible Material 1,288.79 . ‘
Valuation Reserve __€421,00) $28,643.79

N-1063-400,1, we are listing below revised cost data represent-




Page 2
Mr. A. L. Porter

Leage Equipuwent
Construction
Noncontrollable Tangible Material
Pipe
Heater
Tank
Separator
Other
Walkway
Valuation Reserve

Qverhead Charges
Field
District
Administrative
Misgcellaneous Charges and Credits

Operation
Well Expense

June 21,

1962

File; H-1081-400,1

§ 2,611.41
990,13
578,23

3,826.93

4,347.05
5,206,80
245.76
720.19

(170,58) $18,355.92

$ 192,70
144.85
303.79

54,16

Yours very truly,

$ 695.50

970,29
$115,610.99

PAN AMERICAN PETROLEUM CORPORATION

7. om. Cuctla

T, M. Curtis

District Superintendent

GLH:ep

cc: Henry E. and Loie Irene Lindsey
P. O, Box 176
¥lora Vista, New Mexico
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FORM 470 2.%7

PAN AMERICAN PETROLEUM CORPQRATION

P. 0. Box 480, Farmington, New Mexico

May 8, 1962

L

File: H-1063-400.1

. .

i

Subject: Schedule of Well Costs
Stedje Gas Unit No. 1
San Juan County, New Mexlco

0

Mr. A. L. Porter ’f
New Mexico 011 Conservation Commisgsion
P. 0. Box 871

Santa Fe, New Mexico

Dear Sir:

v

[

In accordance with the requirements of Case No. 2500,ﬁ0rder No. R-2226, we
are listing below an itemized schedule of well gosts for the Stedje Gas Unit
which includes all charges booked as of February 28, 1962,

Drilling Costs

Day Work - Drilling Contract

Turnkey Contract

Truck and Service Equipment

Fuel

Drilling Mud and Related Material

Bits and Rental Equipment

Well Surveys and Test Services

Acidizing, Shooting and Perforating

Cementing Casing

Geological and Engineering

Roads, Bridges and Canals

Losses on Retirements, Sales, Transfers,
and-Other Charge-Offs

Material and Supplies - Other

Other Labor - Company

Other Labor - Contract

Other Drilling Costs

Well Equipment
Well Head
Casing
Tubing
Noncontrollable Tangible Material
Valuation Reserve

$11,853.19
30,704.30
3,275.85
726.20
459,04
1,830.78
891.65
7,982.29
4,580.64
136.43
43.55

8.11
3,152.35
483.18
511.16
294.44

$ 3,970.06
17,361,01
6,717.57
1,380.95

577.38

$66,933.16

28,852.21




Page 2 May 8, 1962
Mr, A, L, Porter File: H-1063-400,1
New Mexico 0il Conservation Commission

Lease Equipment

Pipe $  227.30
Other 245,76
Noncontrollable Tanglble Material 328,60
Valuation Reserve (381.27) $ 420,39

Overhead Charges

Field $ 192,70
Digtrict 54.44
Administrative 218.14
Miscellaneous Charges and Credits 17.52 482,80

§96,68§L§§

Subaequent to the completion of the well, we have recently installed necess-
ary lease equipment in order to initiate the sale of gag and condensate, the
cost of which is not yet available to this office. In the near future ue
will furnish revised cost data which will include recently installed lease
equipment, as well as any ad justments that may be necessary for costs re-
corded subsequent to February 28, 1962,

Yours very truly,

PAN AMERICAN PETROLEUM CORPORATION
:‘H:'buréi/' '
District Superintendent

GLH:ep

cc: Henry E. and Loie Irene Lindsey
P. 0. Box 176
Flora Vista, New Mexico

N
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SOVERNOR
COWIN L. MECHE
CHAIRMAN

State of Nefu Wesico
@ il Conserbation Commission

AW 314,
.

LAND COMMISSIONER g “, STATE GEOLOGIST
s
7 AL, PORTER, JR.

E. 5. JOHNNY WALKER
MEMBER SECRETARY .. OIRECTOR

P, 0, BOX 371
SANTA FE

: ~ May 1, 1962

Re: CASE NO.  aecqn
ORDER NO.__ R-2226
Mx. Guy Buell
Pan American Petroleum Corporation APPLICANT:

Box 1410 Pan American Petroleum Corporation

Fort Worth, Texas

Dear 8ir:
Enclnsed herewith are two copies of the above~reference?d
Commission order recently entered in the subject case.

Very truly yours, .

R4 @m/Q,.

A. L. PORTER, Jr.
Secr2tary-Director

ir/
Carbon copy of order also sent to:

e Hobbs OCC_x
o Artesia OCC
. ’ Aztec OCC__ X
ogggg | Henry X and Loie Irene Lindsey, Box 176, Flora Vista, N. uix.




BEFORE THE OILL CONSERVA’L‘ION COMMYSEXION
- 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 CONRSIDERING:

2500
R~-2226

CASE No.
Order No.

* APPLICATION OF PAN AMERICAN PETROLEUM
¢ CORPORATION FOR A FORCE-POOLING ORDER,
" SAN JUAN COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

' BY THE COMMISSION:

! This cause came on for hearing at 9 o'clock a2.m. on
. February 27, 1962, at Santa Fe, New Mexico, before Elvis A. Utz,

' with Rule 1214 of the Commission Rules and Regulations.

NOW, on this___ _30th day of aApril,
i a quorum being present, having considered the application,
" evidence adduced, and the recommendations of the Examiner,
" Blvis A. Utz, and being fully advised in the premises,

1862, the Commission.
the

FINDS:

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

. {(2) That the applicant, Pan American Petroleum Corporation,

- seeks an order pooling all mineral intarcsts in the Flora Vista-

. Mesaverde and Basin-Dakota Gas Pools in the N/2 of Section 27,

! pownship 30 North, Range 12 West, NMPM, San Juan County, New

. mexico. As an altarnative, applicant requests the establishment

- of a 318-acre non-standard gas proration unit in both of said

. pools cunsisting of all of the N/2 of said Section 27 except 2
acres which comprise Iot 9, Block 3 of Flora Vista Ac.es Sub-

. division in the WW/4 NE/4 of said Section 27 owned by Henry K.

‘ and Loie Irene Lindsey, P. O, Box 176, Flora Vista, New Maxico.

(3) That the applicant has made fair and reasonable offers
‘ to lease or to communitize with respect to each non~consenting
| working interest owmer within the N/2 of said Sectiom 27.

i (4) That although the applicant has made fair and reason~
' able offers and has been diligent in its efforts to form the ,
| proposed proratiom uaits, thmranalnm—couentiug intexcat
E;mmmsubjoctmntmmuwhohavo agreed to the
i pooling of their interests.

" Bxaminer duly appointed by the 01l Consarxrvatlon Commission of New -
. Mexlco, hereinafter referred to as the "“Commission," in accordance

i
i

i




Do
CASE No. 2500
Order No. R-2226

(3) That to avoid the drilling of unnecessary wolls, to
protect correlative r.ights, and to afford to the owner of cach
interest in sald proration units the opportunity to recovar or
receive without unnecessary cexpense his just and fair share of
the gas in the Flora Vista-Mesaverde and Basin-Dakota Gas rools,

- the subYbject application should be approved by pooling all mineral
interesis, whatever they may be, within said units.

: (6) That the applicaant proposes to dedicate the subject
‘units to its stedje Gas Unit Well No. 1 located in the SR/4 NW/4
of sa2id Section 27, which well has been completed in the Flora
Vista-~-Mesaverde and Basin~Dakota Gas Pools.

(7) That the applicant seeks permission and should be
authorized to withhold the proceeds from production attributable
" to each non~consenting working interest until such time as each
interest's share of the costs of said well has been recovered,

- plus 25 percent thereof as a charge for the risk involved in

~ the drilling of the well.

: (8) That $100.00 per month should be fixed as the cost of

_ operating the subject well, and each non-consenting working inter-’

- est owner ghould be assessad with his shacre of such cost, to be
paid out of production.

: (9) That the applicant should furnish the Commission and

. each non~consenting working interest owner in the subject units ,
% an itemized schedule of total well costs within 30 days following |
| the date of this order. *

i (10) That any non-consenting working interest owner should
. be afforded the opportunity to pay his share of well costs within
. 30 days from the date the schedule of well costs 1g furnished him
- by the applicant in lieu of paying his share of costs out of pro-

. ductionm.

o {11) Th=t Pan American Petroleum Corporation should be
. designated the operator of said units.

I5 THEREFORE ORDEREDs:

o (1) That all mineral interests, whataver they may be, in
| tha Flora Vista-Mesaverde and Basin-Dakota Gas ¥ools in the N/2
~ of section 27, Township 30 North, Range 12 West, MMPM, San Juan
.County, New naxico. are hereby pooled to form & 320-acre gas pro-
- ration unit in each pool. 3Said units shall be dedicated to the
. Stedje Gas Unit Well No. 1 located in the SR/4 lﬁ/% of said Sec~

?vtinn 27.

i (2) That Pan hmerican Petroleum Corporation is hereby
. designated the operator of said wmits.




P
CASE No. 2500
Dyrder Ho, R-2220

(3} That Pan American Petroleum Corpouration is hereby
authoxized to vithhold the proceeds Ffrom production attributable
to each non-conienting working interest until such time as ecach
interest 's share of well costs has bz2an recoveraed, plus 25 percent
thereof s a charge for the risk involved in the drilling of the
well,

(¢) That $100.00 per month is fixed as the cost of operating
the sub’act well, and Pan American Petroleuwn Corporation is hereby
authorized to withhold f#rom production the proportionate share of
such cost attributable to each non-consenting working interest.

(5) fThat any unsevered mineral interest shall be considered
a seven-eighths (7/8) working interest and a one-eighth (1/8) roy-
- alty interest for the purpose of allocating costs and charges
under the terms of this order.

. (6) That any well costs or charges which are tc be paid out
. of production shall be withheld only from the working interests'
share of production, and no costs or charges ghall be withheld
i . from production attributable to royalty intevests,

{7) That the applicant shall furnish the Commission and
- @ach non-consenting working interest owner in the subject unit
. an itemized schedule of well costs within 30 days following the
- date of this oxder.

(8) That any non-consenting working interest owner shall

~ have the right to pay his share of well costs to Pan American

. Petroleum Corporation within 30 days from the date the schedule ;
- of well cosgts ls furnished him by Pan American Petroleum Corpora-
© tion, in lieu of paying his sha: '~ of well costs out of production.
" In the event any such owner elects to pay his share of well costs
as provided for in this paragraph, he shall remain liable for ;
operating costs but shall not be liable for risk charges.

(9) That jurisdiction of this cause is retained for the *
- entry of such further orders as the Commission may deem necessary.

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

STATE OF NREW MEXICO
OIL CONSERVATION COMMISSION

ST b

EDWIN L. MECHEM, Chairman

B :frm. Momber o
4‘&. ] . .o & Secrstarxy
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Mo, 6-062

DOCKET: EXAMINER IEARING - TUESDAY - FEBRUARY 27, 1962

9 A.M. - OIL CONSERVATION COMMISSION CONFERENCE ROOM,
STATE LAND OFFICE BUTLDING, SANTA FE, NEW MEXICO

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

CASE 2491: Application of D, W, Falls, Inc., for the promulgation of
special rules governing oil wells in the Basin-Dakota Pool,
San Juan and Rio Arriba Counties, New Mexico, and for four
non-standard oil proration units. Applicant, in the above-
styled cause, secks the promulgation of special rules govern-
ing oil wells in the Basin-Dakota Pool, San Juan and Rio
Arriba Counties, New Mexico, including a provision defining
an oil well in ssid pool as a well having a8 gas-0il ratio
of 30,000 to 1, or less, and producing liquid hydrocarbons
with a gravity of 490 AP1, or less; applicant seeks rules

-establishing 160-acre o0il proration units and fixing well
location requirements for said wells, Applicant further
seeks the establishment of the four following non-standard
0oil proration units, all in Township 28 North, Range 13 West,\

San Juan County:

E/2 of Section 10, comprising 137,58 acres;
"W/2 of Section 10, comprising 137.78 acres;
E/2 of Section 11, comprising 137.78 acres;
W/2 of Section 11, comprising 137,58 acres,

CASE 2496: Application of Elliott, Inc. for an exception to the no-flare
provis“ons of Order No. R-2103, Totah-Gallup Oil Pool, San
Juan County, New Mexico. Applicant, in the above-styled
‘cause, seeks an exception to Order No. R-2103 prohibiting
the flaring of casinghead gas from oil wells in the Totah-
Gallup 0il Pool for a 30-day period for its Totah Well No.
1-A located in the NE/4 NE/4 of Section 30, Township 29 North,
Range 13 West, San Juan County, New Mexico.

CASE 2497: Application of Amerada Petroleum Corporation for a water-

‘ flood project, Langlie-Mattix Pool, Lea County, New Mexico,
Applicant, in the above-styled cause, seeks permission to
institute a waterflood project in the Langlie-Mattix Pool
in Sections 27, 28, 33 and 34, Township 24 South, Range 37
East, Lea County, New Mexico; the injection of water initia}- .

ly to be through six wells located in said sections, said
. project to be governed by the provisions of Rule 701.
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Docket No. 6-62

CASE 2498: Application of Shell Qil Company for approval of the Emerald
Unit Agreement, Lea County, New Mexico. Applicant, in the '
above-styled cause, scoks approval of the Emerald Unit Agree-
ment embracing 1200 acres, more or less, of State lands in
Sections 14, 15, 22 and 23, Township 16 South, Range 32 East,

Lea County, Now Mexico.

CASE 2499 Application of Shell 0il Company for approval of the Royal
Unit Agrcement, Lea County, New Mexico. Applicant, in the
above-styled cause, scoks approval of the Royal Unit Agree-
ment embracing 1078.49 acres, more or less, of State and
fee lands in Sections 24 aud 25, Township 10 South; Range
34 East, and Sections 19 and 30, Township 10 Sovth, Range
35 East, all in Lea County, New Mexico.

\\CASE 2500: Application of Pan American Petroleum Corporation for an
% order pooling all mineral interests in the Flora Vista-Mesa-
N verde and Basin-Dakota Gas Pools in the N/2 of Section 27,
” Township 30 North, Range 12 West, San Juan County, New Mexico.
As an alternative, applicant requests the establishment of
- a 318-acre non-standard gas proration unit in the Flora
'  Vista-Mesaverde and Basin-Dakotg Gas Pools consisting of all
the N/2 of said Section 27, except two acres which comprise
Lot 9, Block 3 of Flora Vista Acres subdivision in the NW/4
NE/4 of said Section 27 owned by Henry E. and Loie Irene
Lindsey, P. O. Box 176, Flora Vista, New Mexico,

i

CASE 2501: - Application of G. W. Strake for an order creating a new oil

) pool, Eddy County, New Mexico. Applicant, in the above-
styled cause, seeks an order creating a new oil pool to be
designated as either tho Hackberry-Seven Rivers Pool or
Hackberry-Capitan Pcol, and comprising the NE/4 of Section
25, Township 19 South, Range 30 East, Eddy County, New Mexico.
The discovery well is the G. W. Stpake Le Bow-Federal Well
No. 4, located in Unit H of said Section 25.

iqe/
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RE #YLETTER TO YOU DATED 2-5-62 REQUESTING HEARING FOR
FORCED POOLING OF ALL IRTERESTS IN LOS 9 BLOCK 3 FLORA
VISTA ACRES SUBDIVISION IN THE NW/4 OF THE NE/4 OF
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KENNETH J BARR PAN AMERICAN PETROLEUM CORPORATION==

bz 16 W21 G342

930 391440 NIVK

2562 9 3 NU/4 NE[4 27- T=30=N R=12~W 320 27 318 176 ewa
Tz30 ¥ J20°27 |

THE COMPANY WILL APPRECIATE SUGGESTIONS FROM ITS PATRONS CONCERNING ITS SERVICE




e,

K
FoRy ¢ 2-48
gt e

}‘;‘

M e / [ 7%¢ 4 /
0. Elvis Utz i‘ FLOOR NO.
rewarcs_Attached are copies of Form C-122 for the

Pan American Stedje Gas Unit. These are furnish-
ed in accordance with t

Eaton,

FROM




A

PAN AMERICAN: PETROLEUM CORPORATION

OIL AND GAS BUILDING

S T WprTH, TEXAS
ISRFEB & Pigm.hzgj 5, 1952

File: GHF-112-986.510.1

boim 302 2.7

Subject: Force Pooling Two Acres in
Wi/h, HS/lk of Section 27,
T-30-H, R-12-W, San Juan
County, Hew lexico

Mr. A. L. Porter, Jr,

Hew Mexico 0il Conservation Commission
Box 871

Santa Fe, New lMexico

Attention: HMr. Richard Morris

Dear Sir:

Pan Averican Petroleum Corporation respectfully requests that
a hearing be scheduled at the earliest possible date to consider its
application to force pool all interests in Lot 9, Block 3 of Flora Vista
Acres sub-division in the WW/4 of the IE/% of Section 27, T-30-H, R-12-W,
San Juen County, New Mexicc, in order that a standard 320-acre unit may be
formed in the Flora Vista-Mesaverde Gas Pool. This standard 320-acre unit
will consist of the N/2 of said Section 27.

N Lot 9, described above, is a two acre tract, and the only interest
(/M owners ave Henry 7. and Loie Irenme Lindsey, I. C. Box 176, Flora Vista,
UV New Mexieo, B B T

B A I

Vi Pan American also requasts that the scope of the hearing be
sufficient to include as an alternate request, gpproval of & 318-acre
non-standard vnit.  Said non-standard unit would be all of the N/2 of zaid
Section 27, cave and except for the gbove described two acre Lot 9.

| | Very truly yours,
- eottg O

Kenneth J. Bar
/ Division Engineer

CM:bw
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INGTRUCTIONS
This form iz teo to used for reporting multi~point back pressure tests on gas
wells in the State, except those ~n which special orders are anplicable. Three
copies of this ferm and tne back pressure curve shall be filed with the Commission

at Box 871, Canta Pe.

The log log paper used for plotiing the back pressure curve shall be of at
least three inch cycles,

NOMENCLATURE

Q I Actual rate of flow at end of flow period at W. H. working pressure (P,).
HCF/da. 8 15.025 psia and 60° F.

PcZ 72 hour wellhead shut-in casing (or tubing) pressure whichever is greater.
psia

- Static wellhead working pressure as determined at the end of ‘flow period.
(Casing if flowing thru tubing, tubing if flowing thru casing.) psia

Py Flowing wellhead pressure (tubing if flowing through tubing, casing if
‘ flowing through casing.) psia

PyZ Meter pressure, psia.

h;:kDifferential meter pressurz, inches water.
Fg= Gravity correction factor.

FyZ Flowing temperature correction factor.
F,,- Supercompressability factor.

pv=
n I Slope of back pressure curve.

Note: If P, cannot be taken because of manner of completion or condition
-of well, then Py must be.calculated by adding the pressure drop due
to friction within the flow string to Py .
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8F5T AVAILABLE COPY

INSTRUCTIONS

This form 18 to be vsed for reporting multi-point back pressure tests on gas
welle in the State, except those »n which special orders are appiiceble. Three
copres of this form and the back nressure curve shall be filed with tiie Commission
at Box 71, Banta Fe,

The log log paper used for plotting the back pressure curve shall be of at
least three inch cycles,

NOMENCLATURE

Q - Actual rate of flow at end of flow period at W. H. working pressure (Py).
MCF/dz. @ 15.025 psia and 60° F.

PeZ 72 hour wellhead shut—in casing (or tubing) pressure whichever is greater,
psia

P - Static wellhead working pressure as determined at the end of flow period.
{Casing 1if flowing thru tubing, tubing if flowing thru casing.) psia

P¢Z Flowing wellhead pressure (tubing if flowing through tubing, casing if
flowing through casing.) psia

Py Meter pressure, psia.

h;: Diffurential meter pressure, inches water.
FBZ Gravity correction factoer.

Fi: Flowing temperature correction factor.

F Supercompressability factor.

PV‘
n - Slope of back pressure curve.

Note: If P, cannot be taken because of manner of completion or condition
of well, then Py must be calculated by adding the pressure drop due
to frictlon within the flow string to P;.
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'BEFORE THE OIL CONSERVATION COMSSION

STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION
OF PAN AMERICAN PETROLEUM CORP-
ORATION FOR AN ORDER POOLING ALL
MINERAL INTERESTS IN THE FLORA
VISTA-MESAVERDE AND 1BASIN~DAKOTA
GAS POOLS IN THE N/2 OF SECTION 27,
TOWNSHIP 30 NORTH, RANGE 12 WEST,
SAN JUAN COUNTY, NEW MEXICO,

No. 2500

ENTRY OF APPEARANCE

The undersigned, Atwood & Malone of Roswell, New Mexico,
a firm of attorneys all of whose members are duly licensed to practicé
law in the State of New Mexico, hereby enters its appearance as local
counsel with G, C., Condra and Guy Buell, of the Texas Bar, or either
of them, appearing for Pan American Petroleum Corporation in said

cause,

DATED at Roswell, New Mexico this 23rd day of February,

1962,

ATWOOD &, LONE

oy Kikn & LAl

Post Office Drawer 700
Roswell, New Mexico -
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BEFORE THE
OIL CONSERVATION COMMISSION

Santa Fe, New Mexico
Vobraary 27, 1062

2 RXAMINER HEAPING

N
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FARMINGYON,
THONE ADEL

= IN THE MATTER OF:

by

3 Application of Pan American Petroleum
- Corporation for an order pcoling all

mineral interests in the Floravista,
Mesaverde and Basin-Dakota Gas Pools
in the N/2 of Section 27, Township 30
North, Range 12 West, San Juan County,
New Mexico. As an alternative, appli-
cant requests the establishment of a
318-acre non-standard gas proration
unit in the Floravista, Mesaverde and
Basin-Dakota Gas Pools consisting of
all the N/2 of said 8ection 27, except
two acres which comprise Lot 9, Block
3 of Floravista Acres Subvdivision in
the NW/L4 NE/L of said Section 27

owned by Henry E, and Loie Irene
Lindsey, P. O, Box 176, Floravista,
New Mexico.

Case 2500

T, Nkt Vs Vel Nt Nt S Nkt Vol st g Vgl gl Vo Ve il e’ mps? st e

BEFORE: Elvis A, Utz, Examiner

TRANSCRIPT OF HEARING

DEARNLEY-MEIER REPORTING SERVI

ALBUQUERQUE, N, M,

MR. UTZ: Case 2500,

PHONE 243.664%1

MR. MORRIS: Application of Pan American Petroleum

Corporation for an order pooling all mineral interests in the

Floravista, Mesaverde and Basin-Dakota Gas Pools in the N/2 of

Section 27, Township 30 North, Range 12 West, San Juan County,
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-of sa’d Section 27 owned by Henry E., and Loie Irene Lindsey,

PAGE 2

ﬁé;uﬁé#ic;..-Aﬁyén ;itéfﬁ;tiQé; ;pﬁlicént‘requests the eéiabiishQ
inent of a 318-acre non-standard gas proration unit in the

Floravista, Mesaverde and Bagin-Dakota Gas Pools consisting of
all the N/2 of said Section 27, excent two acres which comprise

Lot G, Block 3 of Floravista Acres Subdivision in the NW/4 NE/L

P, 0. Box 176, Floravista, New Mexico,
MR. BUELL: Guy Buell for Pan American Petroleum
Cofporation, and we have two witnesses.
(Witnesses sworn.,)

RALPH K. ROBINSON

called as a witness, having been previously duly sworn, testified

as follows:

DIRECT EXAMINAT ION

BY MR, BUELL:

Q Mr. Robinson, would you spate your complete name, by
whom ou are employed, and ét what location énd in what capacity?
A I am Ralph K. Robinson and I work for Pan American
Petroleum Company as a land man in their Farmington, New Mexico

éxploration office.

Q How long have you been in Pan American's Land Depart-

ment?

A Approximately five years,
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me”>Tgé’;A;iré fi;e-}egrs‘has been gpent in doing land
work in the State of New Mexico?

A Yes, sir, that is correct.

Q | And you are currently engaged in doing land work in
the Northwest area of New Mexico?

A That is correct,

(Whereupon, Pan American's Exhibit
No. 1 was marked for identifica-
tion,)

Q Mr. Robinson, would you look at what has been marked

as Pan American's Exhibit No. 1 and state for the record how
Pan Americants Stedje Gas Unit is designated on that exhibit?

A Yes, sir. Pan American's Stedje Gas Unit is out-

" lined in red on the plat which has been set up as Exhibit No. 1.

The legal description of this Stedje Gas Unit is the N/2 of
Section 27, Township 30 North, Range 12 West, San Juan County,
New Mexico, and our declaration of unitization covers the
fights'from the top of the Mesaverde formation to the base of
Dakota formation.

Q Mr. Robinson, in the N/2 of Section 27, how much of
the acreage in that half section is voluntarily committed to
the Pan American Stedje Gas Unit?

A 318 acres.

Q That would leave two acres that is not volgntarily
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DEARNLEY-MEIER REPORTING SERVICE, Inc.

A'BUQUEROUE, N. M,
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committed?

A Yes, sir, two acres are not committed,
Q Where is that two-~acre tract located?
A The two-acre tract that is not committed to the unit

is si%uated in the NW/L of the NE/L of Section 27,

Q What is some of the history on that quarter quarter
sgction that you have just described?

A This quarter quarter section has been partially sub-
Givided and that part of the quarter quarter section which is
suhdivided is known as the Floravista Subdivision and the
particular two-acre tract that we are intereéted in is described
as Lot 9 of Rlock 3 of the Floravista Acres Subdivision.

Q Who are the record owners of the two-acre tract?

A According to our records, Henry Lindsey and his wife
Loie 1rene Lindsey are the owners of this twc-acre tract,

Q As a matter of fact, the developer of the Floravista
Aeres Subdivision actually intended to reserve all the mineral
interest in the lots and tracts that he sold in that subdivision,
is that not correct?

A Yes, sir, tke subdivider and his wife have both
verbally stated to me that, sta£e that they have intended to

reserve all the minerals that they conveyed out of this sub-

7

division.
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Q A;éw;triotly througﬁ ina&?é;;é;;gwa mineralufeéé;;ggggg
WA ani%ftm} from e deed that the Lindseys received?

A That's my understanding.

Q Fan American has already drilled a well on this unit?

A Yes, they have.

PAGE 5

Q Why did Pan American drill a well knowing they had
only 318 instead of the entire 3207

A We did not drill the well knowing we had 318, since
according to our records we had the 320 acres fully unitized.
However, due to an inadvertent error, our examining attorney
did not note that‘there was not a mineral reservation in the
deed to Henry E, Lindsey aﬁd his wife,

Q So, then, at the time that Pan American.drilled their
well and filed the necessary Commission forms to obtain a permit
to drill that well, we were under the impression, based on cur
title opinion from our lawyers, that we had the entire 320 acres?

A Yes, that we had the 320 acres.

Q So actually, with respect to this Lindsey tract, in
its short history we've had two serious errors, would you say?

A Yes.

Q First, when the Lindseys got it and second, when we

overlooked that they had it?

A In my opinion that is certainly correct.
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Q Have you been out on the Lindsey tract?

A Yes.

Q In your opinion, would Mr., Lindsey have hesn able to
see the rig that was drilling the Stedje Gas Unit well?

A Yes,- 1 definitely feel that he did see the rig as it
drilled our Stedje Gas Unit well.

Q In that connection, just when did Pan Ameriéén become
aware that Mr, Lindsey apparently hes .in interest that was not
committed to our unit?

A We became aware of Lindsey's claim shortly after our
unit well was drilled.,

Q How did we become aware of his claim?

A And Mr. and Mrs. Lindsey came to our exploration of=-
fice in Farmington and stated that they owned this two-acre

tract and wanted to know what we were going to do about it,

Q They came themselves to tell us?
A Yes, both Mr, and Mrs. Lindsey came to our office.
Q Do you havpen to know what Mr. Lindseyt's line of em-

ployment is?

A He has told me that he is a retired ex-2mployee of El

‘Paso Natural Gas Company.

Q So apparently Mr, Lindsey just watched and waited until

the well was completed and then approached Pan American with
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his claimed interest in this two-acre tract?

A Yes, sir,

Q Are you the land man for Pan American who conducted
most nf the negctiations with Mr. and Mrs. Lindsey relative to
obtaining a lease on their tract, or in some manner getting
their acreage in our unit voluntarily?

A Yes, sir, ever since the day that Mr. and Mrs. Lindsey
came to our office, well, since that time I have handled the
negotiations with the Lindseys,

Q At the outset of these negotiations, Mr. Robinson,
what did Pan American offer the Lindseys for a lease on their
two acres?

A The Lindseys were offered $75.00 per net acre for an
0il, gas and mineral lease covering their interest, and this
lease would provide for the usual one-eighth royalty.

Q It's prétty‘obvious they turned that down since we
are here now., What further efforts did Pan American make, or dig
Mr. Lindsey make any counter offers to our original offers to
lease?

A Yes, sir, Mr. Lindsey immediately rejected that offer,

‘and in our éubséquent discussion he stated that he would
lease to Pan American for consideration of $75.00 per net acre

if the lease provided for a fifty percent royalty in lieu of the

el Yl a e

e T
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usual one-eipghth that I had offered.

Q ‘He wanted a fifty percent royalty?
A Yes, sir, théé is correct,
Q Mr, Robinson, to your knowledge in this area has Pan

American ever taken a lcase with a fifty percent royalty interesy

TARMINITO
PHONE Ape 3Tl

in 1t?

A No, sir, 2We have never paid that much royalty to my
knowledge in that area,

Q After he made that counter offer, what then did Pan
American do in an attempt to obtain a lease?

A I advised our-manégement of Mr. Lindsey's counter
offer and I was authorized to offer Mr. Lindsey seventy-five
dollars per net acre as a bonus with the lease providing for a
three~sixteenths royalty in lieu of the usual one-eighth royalty.
This offer was also rejected, and at the same time I advised Mr.
and Mrs. Lindsey that if they did notﬁdesire to lease under thosg

terms we would welcome them to join the unit by ratifying the

operating agreement and dzclaration of unitization and paying

DEARNLEY—ME]ER REPORTING SERVICE. Inc.

ALBUQUENOVE, ‘N. M
PHONE 243 669

their proportionate share of the unit cost to become a working

interest owner and partner.,

Q Were you able at tha£ time, at that stage of the
negotiations, to give Mr. Lindsey any idea of what his share . o

of the cost would be?
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A Yes, sir. At that particular time we didn't have a
final total of the well costs for the Stedje pas well, but I did
estimate that his share of those costs would be apnroximately
£8600,00 for his two~acre interest as to th2s well cost, that would
be about his share of the cost more or less,

Q In your opinion, were the costs outstanding, were they
such that théy would make his total cost much over $700,007

A No, sir. It would not be much over that, or roughly
that amount.

Q What was Mr, Lindsey'!s reaction to coming into the uniy.
as a full-fledged working interest partner with\us?

A Mr, Lindsey was not, he refused to lease to us under
our offered terms, and he also stated that he was not interested
at that time in joining us as a working interest owner, and he
continued to state in my subsequent visits to him that he was
not interested in joining us as a working interest owner and
paying his proportionate share of the costs,

Q With respect to our last offer to lease that we made
to Mr. Lindsey providing for a $75.00 acre bonus and three~
sixteenth royalty, did you feei at that time, and do you feel

now, that that is the maximum offer we can make him for his

two-acre tract?

A Yes, sir. 1In fact, our reservoir engineering group has

o
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advised us that $75.00 per acre as consideration for a lease

PAGE 10

which would coﬁtain a three~-sixteenths royalty provision would
be all that we should pay énd remain ecoﬁbmically feasible,
I should say, to pay under the circumstances,

Q Would you suspect that they alsoc allowed in that
maximum something for nuisance value for the two acres?

A Yes, apvarently there was some nuisance value attached
to the offer, |

Q Would you relate for the reccrd, Mr. Robinson, whether
or not you have recently obtained leases on some of the acreage
that is now committed to the Stedje Gas Unit at terms of less

than our last offer to Mr. Lindsey?

A Yes, sir. Within the Stedje Gas Unit area shortly
prior to the commencement of the unit well, Pan American pur-
chased a five percent interest in about one-fifth of an acre
inside the unitized area, and our consideration was $75.00 an
acre plus the usual one-eighth royalty. . But in tﬁdt,value we
consider part of the value to be nuisance value.

Q Is Pan American currently obtaining leases in this
area for less than our last offer to Mr, Lindsey?

A Well, not currently. But I'do_know'that inside the
unitized ‘area we have not ﬁaid a conside;ation as high as that

amount offered to Mr. Lindsey for a lease. In other words, the
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other leases which Pan American has dedicated to this unit, the |
consideration for those leases was less than the amount that

we have offered to Mr. and Mrs, Lindsey.

,% Q I believe you stated that these leases were recently
55
7y obtained?
&9
&
A One of the leases was recently obtained and the others

over the past few years,

Q Do you feel that Pan American has made every reasonable
effort to in some manner or means voluntarily bring this two-
acre tract into the Stedje Gas Unit?

A I definitely do.

Q Do you have anything else you would like to add at
this time, Mr. Rohinson? |

A I believe not.

MR. BUELL: Thatts all we have of this witness at this

time, Mr, Examiner,

MR. UTZ: Will your engineering witness answer ques-

tions as to the probable payout on this unit?

DEARNLEY-MEIER REPORTING SERVICE, Iac.

ALBUQUERQUE, N, M
PHONE 243.66%1

MR, BUELL: Yes, sir.

MR, UTZ: Any questionsméf Mr. Robinson?

MR. MORRIS: Yes, sir.
CROSS_EXAMINATION

BY MR. MORRIS:
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Q@ Mr. Robinson, is the Pan American position that they
own all of the working int-orest within the subject 320-acre unit

except for the two acres that are outstanding and owned by the

Lindseys?

a
N, N, R

FARMINGYO
PHONE 3251870

A You mean do we have other partners owning interest in

the working unit?

Q Do you either own the working interest or have it

comm‘unitized except for the two acre tracts?

A Yes, we and our partners have the working interest
excent‘the two acre tracts. In other words, the remaining 318
acres is unitized.

Q Would that include the royslty interest? Do you have

the royalty interest pooled except for the royalty under this

particular two-acre tract?

A Yes, sir.

Q Mr. Robinson, you have said or testified that Pan
American believed it to have the whole 320 acres under its con=-

trol at the time this well was commenced?

DEARNLEY-MEIER REPORTING SERVICE. Inc.

ALBUQUERQUE, N, M,

A * That!s correct.

PMONE 243.66%21

MR. MORRIS: If the Examiner please, I ask it take

i

administrative notice of the well file on Stedje Gas Well No. 1,

which is the subject well in this application.

MR. UTZ: As to what reépect, everything in it?
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MR, MORRIS: I ask that the Commission take administrad

- tive notice of the file and its contents,

MR. ﬁTZ: We will so do.
Q (By Mr. Morris) Mr. Robinson, where is this Stedje
gas well located on the unit?
A It's located about one quarter of a mile southwest of
the two-acre tract that we are discussing.
MR. BUELL: How is it designated on Exhibit 17
A The legal description, it would be in the SE/4 of the

NW/L of Section 27.

MR, BUELL: And it's shown on Exhibit 1 as what color
of a dot?
A Oh, brown, correct me, brown and purple,
MR. BUELL: Orange and purple. We looked at it in the
daylight and made that decision.
MR. PORTER: We will accept that, but there could be
disagreement.
Q (By Mr. Morris) Mr, Robinson, are you familiar with
this well and the date it was completed, commenced and so forth?
A I do know it was completed, as far as the actual date

it was completed, off hand I don't remember it, but I probably

could get it from the exhibit.

Q I hand you Form C-105 which I have taken from the well

257 ‘r
e
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file on this well which is the well record.

A Yes, sir,
Q I hand you this form, A Thank you.

MR. BUELL: Mr. Morris, we intended to go into that

with Mr, Eaton,
MRf MORRIS: Well, there are certain questions with
respect to the testimony of Mr. Robinson I wanted to go into,
MR. BUELL: Fine,

Q (By Mr., Morris) Mr, Robinson, referring to that form,
would you state what it reflects with respect to the date upon
which tbke subject well was commenced?

A If you don't mind, I'm not familiar with theajOrm 80
I'm going to have to take a few minutes here.

Q  It's near the top of the form., I believe it will show
that the well was commenced on October 10th, 1061?

A Yes. The operations were apparently commenced on
October 10th, 1961,

Q Operations were completed on October 30, 19617

MR. BUELL: Drilling,.
A That may be drilling operation.

Q Drilling operation,

A But I belleve now I'm getting into the field that I

don't know anything about,
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MR, BUELL: Just read from the form, what does it say,
drilling was completed when?

A Drilling was completed on October 30, 1961.

Q Mr, Robinson, I now hand you what 1s Commission Form
C~128 with respect to the Basin-Dakota Pool, showing the
acreage dedication in that particular formation, and referring
fo that form, what acreage is shown to be dedicated in the
Dakota formaticn? |

A It appears that the N/2 of Section 27, Township 30
North, Range 12 West is within the dotted or dashed outline as
shoﬁn on this form,

Q Now, on this form the operator is requested to answer
certain questions. Would you read the question No. 1 on that
form?

A "]1s the operator the only owner in the dedicated

acreuge outlined in the plat below?%

Q Was yes or no indicated?
A Theret's an "X"™ to the right of "no",
Q Is there any explanation given for anSwering no" to

that particular question?
A Well, sir, we were joined by other companies.

Q Is any explanation indicated on the form?

A No, sir.
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o] I believe _h:at it fi:
MR, BUELL: ‘thatts the enly thins by question one.

H

] AlY right, would you refer, then, to question two,
whick T believe youtll find will recad "If the answer to question
one is no, have the interests of a.l the owners been consoiidated
by communitization agreement or otherwise?"?

A To the rizht of ves there is an "X",

Q Is there any type of explanation with respect to this

question No, 2?

A Yes, sir, the form states Munit instruments being pre-
pared for sivnature',

Q Which would indicate that at the time this form was
filed, Pan American was aware that it did not have all interests
communitized, is that correct?

A Now, as far as my opinion is concerned --

Q  Wouldn't be by the reflection of this form.

MR, BUELL: I think het!s asking you from a strict legal
standpoint,

A Yes, sir, I would think so, yes, sir.

Q I hand vou another Form C-128 on this well, which is
with respect to‘the Mesaverde formation, and ask you how the

question No. 1 on that form is answered with respect to whether

tHe operator is the owner of all the acreage being dedicated
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tc: the well? ” - ]
A 1t aprears the question was answered as no,
Q what is the acfoage dedication as shown on that plat?
A The N#/l of Section 27 is outlined in red.
éi Q With respect to question No, 2 on that form, is any
« ¥ O
ig i explanation given with respect to the answer to that question?
Eg A~ "Unit instruments being circulated for signature.™
E: Q What's the date of this form?
g
= A October 31, 1961, apparently.
ég Q Which would be the day after the dnilling of the sub-
g; ject well was completed according to the well record that you
ég have previously referred to, is that correct, Mr. Robinson?
RS A Apparently so. I don't remember that date, but I did
gg read October 3C, 1961 on one of these reports.
E; Q It would indicate from both these two forms that both
;g before and after the well was drilled Pan American was aware
‘Eé that it did not have all of the interest within the unit commit-
E; jg ted to the well. Would that follow logically from the informa-
= §§ tion that wetve discussed on these forms? \
32 .
52 A Let me answer that by saying that I personally am not
familiar with the forms, but I personally know that the area
: was unitized by a declaration of unitization recorded into the
?F; county records prior to the dperation.




Q Are you sugegesting that these lorins were erroneously ron-
~letad and filed with the Commission?
YR., BUELL: The main trouble yon . -1 Mr, Robinson are
having, you have one obJjective and hnots thinking < another.

You are asking from a strictly legal standpoint, did we have a

FARMINILTON N, &
PHONE 32m. 0 ea)

formal unitization agreement signecd, The answer is no, we

didntt at the time these forms were prepar:, énd tke forms on
their face so stét; and we will so stipulate, Mr. Robinson is
‘trying to answer you in the terminology of & land man in that

when they get agreement from people, and even prior to the formal

signing of the agreements, they consider that the unit has been

formed,

iy

MR. MORRIS: You would agree, would you noé, Mr. Buell,
that the instruments as filed with the Commission woulﬁ indicate
that there was no assurance on the part of Pan American, at the
time these instruments were filed, that you would have the
consent of all the working interest owners within the proposed

unit in either one of these two formations?

DEARNLEY-MEIER REPORTING SERVICE. Inc.

ALBUGUERGUE, N, M.

y

MR, BUELL: Mr. Morris, just looking at these bare

PHONE 243 .6591

forms and nothing else in the language on those forms, from a
strict legal standpoint there's no completely formed formal

communitization agreement, but from the standpoint of assurance

we knew the veople we were dealing with and we had made our

. | .
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the subject well without first having secured the {ormal legal
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deal,”;;’was a simple matter of reducing it to writing and revtige
onr unttization agreement.,

| ‘MR. MORRIS: Put as ib\turned out. you came out missing
two acres?

MR. RUELL: Yes, but the two we thought we had when we
went in, |

MR, MORRIS: There's nothing on the form that would
indicate any such contention,

MR. BUELL: Looking at the bare forms?

MR. MORRIS: Thatts all we have to look at.

MR. BUELL: I have already stipulated that, that look-
ing at the forms from a strict legal standpoint we had nc formal
signed unitization agreement, You ask about assurances, we were
completely assured,

Q Mr. Robinson, it would appear from an examination of

these forms that Pan American was willing to go ahead and drill

agreements to form the units which would be dedicated to the

subject well, is that correct?

A No, sir. I wouldn't -~ if you don't mind, I might add
a little bit of information here. “.

Q Certcainly.

A At this time we had, as well as I recall, three other
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a much later date by some of the companies. I don't recail how
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working interest, or more than that,working interest owners who
were to sign the unit instrument, When 1 think of the unit
instruments I think of the declaration of unitization as well

as the operating agreement. A8 well as I recall there was én
expiring lease by another party and we, for that feason, as well
as I recall, did circulate counterparts of the declaration of
unitization, and thesevcounterparté, in four parts, as I recall,
were'éigned by I believe two or three of the corfpanies and |
recorded, However, one of the companies Eid not sign the
declaration of unitization, as well as I recall, until a much

later date,as the operating agreement. was not signed until

¢
many, but I do know that they were not both signed and that, as

well as I recall,

Q So negotiations were pretty well in a state of flux?

A On the working interest. We knew what the agreement

would provide, but we hadnft had time to mail, distribute and

so forth, and circulate.

Q But these negotiations were in a state of flux
at the time the well was commenced, and even after it was com-

pleted, is that correct?

MR, BUELL: Do you understand what he means by
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A Py a state of Tlux, I doqte  wveally,
Q Nesotiations were still pendins and nnder way at the
£ time that the well was commenced and even continuing through the
7y time that the well was drilling and completed? .
9
A
A Paper work?
Q Yes,
- A Yes, sir, paper work, as far as circulating these

irnstruments, or some of the instruments,

Q Fine,

MR, MORRIS: I believe thatt's all the questions I have

of this witness,

BY MR, UTZ:

Q Mr. Robinson, I hand you what is known as a C-101 from

this well file. Did you notice the date that that was stamped

into the Aztec office?

A October 6, 1961,

Q And the C-128ts which you have just handed back to me,

DEARNLEY-MEIER REPORTING SERVICE. Inc.

ALBUSUERGUE, N, M
PHONE 243.6691

would you note the date they were stamped into the Aztec office?

A November lst, 1961.

Q Can you explain why those C-128's were filed later

than the C-1017

A No, sir, I don't know.
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MR. UTZ: Are there any other questions of the witness?
MR, RBUELL: I have one or two on redirect, Mr, Examiner,

REDIRECT BYAMINATION

N,oMm

RY MR, BULLL:

KELFRRECD,

Q Mr. Robinson, I hate to burden the record, but I think

FARMINGTON,
PHONY

we need to go into this to clear a few things up.. Actually, you,
as land man in your day to day operations with other operators
and negotiations with other operators, there is a lot of talk
and discussion between you all before anything is reduced to
writing, is that not correct?

A Yes.,

Q Generally by the time you take the opnortunity to
reduce an agreement to writing, you pretty well have an agree~
ment?

A Yes, sir.

Q All you are doing in reducing it to writing is to get

the agreement on paper?

DEARNLEY-MEIER REPORTING SERVICE. Inc.

g jé A Yes.

j gi Q Based on your knowledge of the Stedje Qas Unit, was
; Eg there‘any doubt in your mind if our title opinion had been

. correct on this quarter quarter section in which the Lindsey
ki%” tract is,:we thought that the apparent working interest owner

was coming into the unit, did we not?




A Yes, sir.
Q We had no knowledge at that time that the Lindsey
tract, the Lindsey two acres was actually a separate and dis-
]
¥
i tinet tract for mineral leasing purposes?
2y A That's correct,
JE Q We had no knowledge at all that we were going to end up
Eg with the Lindsgsey tract not in the unit?
|
EE A That is correct.
=] . s s
wn Q In your opinion, and based on your knowledge of the
O , .
=, formation of the Stedje Gas Unit, even prior to the time that all
]
S; formal papers had been finally signed by everyone, was there ever
- .
23 any doubt in your mind about the other working interest coming
< into the unit?
e
Eg A No, sir, none whatsoever,
:§ Q They were all operators that you have dealt with in
-
Eg the past and deal with on a day to day basis?
gé A Yes, sir,
= i , ;
= £ MR. RUZLL: I think that's all,
i
£ MR, UTZ: Are there any other question3? The witness
. s
50
i may be excused.
A Thank you.
(Witness excused,)
MR. UTZ: Call your next witness.
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called as a witness, having been first duly sworn, testified as

follows:

PIRECT EXAMINATION

PY MR, RUELL:

Q Would you state your complete name, by whom you are
employe&, in what capacity and what locatioﬁ?

A George W. Eaton, Jr., Senior Petroleum Engineer for
Pan American Petroleum Corporation in Farmington, New Mexico.

Q You have testified at prior Comnission hearings and
your gualifications are a matter of public record, are they not,
Mr. Eaton?

A Yes, sir, they are,

Q At the outset let me ask you this, were you familiar
with the reservoir engineering study that was made on the
Lindsey two-acre tract relative to arriving at a maximum figure

[N

that Pan American could offer the Lindseys?

A Yes, sir. As a reservoir engineer, I had opportunity
to make that evaluation and it was the rébommenaation of the
Reservoir Engineering Section, which I head, that no more than
$75.00 per acre plus 3/16th royal’y be paid for the two-acre

tract in question.

Q Do you feel that that figure included a little nuisance
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value?
A Yes, sir, I rcally think that figure micght include a

little nuisance value too, It's more than we would normally

recommend,
Q Would yoa look at Pan Americants Exhibit No, 17 Mr.
Rohinson has already identified how the Stedje Gas Unit was

designated, What is the significance of the larger area tiat

is enclosed by the orange dashed line?
A That orange colored line covering those four sections
in Township 30 North, Range 12 West are the pool limits of the

Floravista-Mesaverde Pool as defined by New Mexico 0il Conser-

vation Commission nomenclature orders.,

Q Would you locate the Stodje gas well for the record

and &lso state how it is shown on Exhibit 17
A Yes, sir. The Stedje Gas Unit No, 1 is located in the
SE/2 W/, Section 27, Township 30 North, Range 12 West. The

well itself is colored half purple and half brown., Those color
designations indicate that the well is a dual completion,

On Exhibiﬁ No. 1 all Dakota wells, or all wells completed in
the base of the Dakota Pool are colored in brown, All wells
wﬁich are completed in the Floravista-Mesaverde rool are

covered in purple. Those wells which are completed in both

vocls are colored half purple and half brown.




<

Q Now, the well on the Stedje Gas Unit is, as you said,

e
6
ite
=
]

|
dually completed in the Floravista-Mesaverde Gas Pool and B 1
1

R {

Dakota Gas Pool? 1
A That, is correct, The well is a dual completion, the

upper side of which is completed in the Floravista~Mesaverde Gas

FARMINGTON, A, .
PHONE 22530

Pool and the lower side of which is completed in the Basinw
Dakota Gas Pool,

Q When was this ﬁell completed, Mr., Eaton?

A This well was completed November 29, 1961,

Q Is there sometimes a difference hetween the date that
drilling is comg}eted and the date when a well is completed?

A Yes, sir. Sometimes that period isn't too great, in
other cases it might be rather extensive, depending on condi-
tions, Pan American, as a normal practice, does not use the rig
which drilled the well to make its completion, the costs are
too great to use that rig to make it$ completion when a little
rig costing a lot less will do just as good a Jjob.

The availability of rigs, the condition of weather vihether

M. M.

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUEPOUE

you move in immediately or move out immediately can dictate how

PHONE 243.6601

long a time interval there is between the completion of the
drilling operations and the actual completion of the well.

S5 Q Would you attach any significance to the fact that

there is approximately forty or fifty days between the date that
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drillineg was comple!ed and the date that the well was completed?
A Not particnlarly, There's alwavs & good deal of pres-
|
sure put. on ug people who are so closely assoclated with these
¥ B
;0 things out in the field, get these things completed without un-
(I due delay, but even our management deesn't press us too much when
G i¢
g therets a good reacon for being delayed, I wouldn't attach any
Eg significance to the fact there's a forty or thirty day lag in
—
: g; this varticular case,
8% Q That well is not preducing now, is it, from either
Eg completion?
—
g; A No.
-
ES Q With respect to a charge for supervision, what
& recommendation aras you making to the Commission in that regard?
m
= A It is my recommendation that a provision be made for
&3
:E ten percent penalty amounting to ten percent of total well and
L]
P~
=3 lease well equipment cost for this supervision charge.
= _
zé Q What is your basis, Mr. Eaton, for making a recommenda-
X i-
SRR tion for a charge for supervision?
z$ §
S ‘
g A Such a charge for supervision covers operational costs
Dh)
id that don't apoear as direct charges, nor as indirect charges on
well operating costs,
Q Could you give us an example?
A Yes, sir. One example in this particular case here
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is that our Accounting Department will have fn maintain, set up
and then maintain and service & special account to take-care of
this two-acre force-pool intefest. Now, setting this account up
and servicing it monthly when once production is established
heré‘will probably exceed the ten percent that Itve recommended.
As a further example of those hidden consts £hat dontt show up
either as direct costs to the well nor as indirect charges, I
might add the cost of this hearing, certainly. This is a cost
Pan American must bear, but it never shows up in these well
cosﬁs or in the operational cousts for this particular well,

Q What are you recommending, Mr. Eaton, that you peg
the ten percent to? You said ten percent, ten percent of what?

A Ten percent of total well and leasc egquipment costs,

Q Certainly 1if Lindsey's cost for the well, assuming
he was coming in as « workihg interest partner, would only be

$700,00, ten percent of that is not going to amount to a lot of

money, is it?

A No, sir, it isntt,

Q Now, this well is already drilled and completed, is it
not?

A Yes, sir,

-Q In view of that fact, aré you recommending any risk

penalty to be included in the force pooling order that we are

1
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requesting?

A Yes, sir., In view of the fact that thc well bas been

drilled and completed, I'm recommending only 125% penalty for

the risk involved,

Q Do wou feel that Mr, Lindsey knew that this well was
being drilled and simply watched and waited until it was com-~
pleted before he made known to us his interest in this two-acre
tract?

A Yes, sir, This well is some quarter of a mile from
Mr, Lindsey's house. I feel certain that he couldnt!t have
avoided seeing the well being drilled, He obviously kept fairly
good tabts on it, because as has been pointed out here, there
was a substantial length of time between the time the drilling
rig was moved off and the well was actually completed, but it
was only a few days after the well was actually completed until
he showed up in our Farmington office and notified us that he

had an interest in the acreage that was not subject to this

-pooling agreement,

Q So you feel under those circumstances, even though

the well is actually drilled and completed at this time, that the

125% penalty is a reasonable figure?

A Yes, sir. Let me explain that further.‘ Under the

terms of the operating agreement for this Stedje Gas Unit, and
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this is a normal thing too, 1t's not unusual or peculiar to the

A

Stedje Gas Unit, had Mr. Lindsey joined vf&J?Earily as a wvorking
interest owner in this Stedje Cas Unit %Well No,., 1 and then had
elgcted not to pay his part of the actnal drilling and coméle-
tion and cquipping costs, but had instead elected to let other
operators to carry his interest to be recovered later out of
production, then his penalty would have been 200%, so in view
of that I think that 125% is a. very reasonable recommendation
for penalty for this tys-acre interest,

Q Mr. Eaton, since Mr, Lindsey's apnroximate cost to
come in as a working interest partner would have been about
$700,00, do you feel that had he wanted to, that he would have
had any trouble borrowing money on his interest from any zcom-
mercial institution such as a bank?

A Well, Ikcan't exactly speak for a bank, but I wouidn't
have any hesitancy putting $700.00 into a producing well.

Q So if he had bteen interested in coming in as a working
interest partner, he, in your opinion, would have had no trouble
obtaining money to pay his share of ﬁhe cost?

A That would be my opinion, and he probably could acquire
money to come into the well.

Q Mr. Eaton, other wells in both of these gas pools are

producing, are they not?
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by the issuance of a force vooling order pooling that two-acre

A Yes, sir,

Q Do you feel that there's any way that the Lindsey
interest can be protected other than force nooling?
A In my opinion, the only way that the Lindsey intcrest

can be orotected, their correlative rights can be protected, is

interest with the remaining 318 acres in the N/2 of Section 27.

Q All rieht, assume for the purpose of this question
that the Commission does not elect to force pool the Lindsey
interest, what then would be your recommendation to the Commis-
sion?

A It would then be my recommendation that the Commission
authorize an establishment of a 318 acre non-standard unit con-
sisting of the entire N/2 of Section 27, except the twb-acre
tract owned b the Lindseys. I base this recommendation on the
fact that the owners of that remaining 318 acres must have their

correlative rights protected also. It is only through one of

these alternatives that these correlative rights can be protectéd

Q Certainly we want to consider everyonets correlative
rights, but we can't ignore the owners of interest in 318 acres
because we afe blinded by a two-acre tract?

A That is corrsct.

Q But your first recommendation, and the one that you
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Seetion 27, ts ta farea neel the Lindooy tracs ander thoe orms
that you have recowmerdad o the Oornlaosion?

A Yos, sir,

Q oo oyen have aavthing elac you would like to add, I,

g . Iy -
Faton, at
sn, no, sir,

Trabtts all we rave on

VMr, oxaminer,

[

MR, UTZ: Without objection, LExhibit

entered into the record,

OROSS EXAMINATION

RY MR, UTZ:

Q Have you potentialed the Mesaverde

in this well?
A Yes, sir,

IS
.
-

Q Wwhat were the potentials

A The Mesaverde zone had a flow rate
day, the Dakota zone has a potential of 2865
Thatt's the threc hour choke,

Q What was the AGF?

A1

{on't have that inforrat’on.

direct at

May T formally offer our Lxhib

it}

IRy

and Dakota zones’

of 7333 MCF per

MCF per day.
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Q Can you calculate it?
A Itts been calenlated, I just don't have it with me,

I'1l be glad to furnisk it,

Q I wonder if you would furnish that -122, the report

on these?

TARMINGTON, N, ™M_
PHONE 22%5.1100

A Yes, sure wili,

Q adon't recall what the well head pressure was, the
flowing pressure?

A 1 can only remember this much about it, Mr. Utz, that
apparently the flowing pressure on the Mesaverde side was
fairly high, because I think the AOF on that side was in the
range of 15,000,000, so the pressures must have been fairly high.

Q In other words, both of these zones were pretty good
wells?

A Yes, sips.

Q Do yod have any estimate as to what a pay out would be

on this unit?

A At the time we drilled the well we made an estimate of

DEARNLEY-MEIER REPORTING SERVICE, Inc.

© ALBUQUERGUE, N, M,

what we thought we might get in the way of a gas contract;

PHONE 243 6691

_neither formation, insofar as Pan American is concerncd, at the
time had been dedicated to a gas contract, and of course, the

Mesaverde side isn't prorated, so what we might be able to get

I3

in the way of producing rate would depend entirely on what type ;
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- history available on that particular well, As far as I know,

PAGE B,

of contract mickht have been oblained,

At the time we drilled the well, in matios cnp uatftdfgw an
what «ind of a contract we might zet and what bind of o woll
might result, we were lookinz at anvroximately a year, 7That
could be high and it could be low. It's all based on tho ahi?ity
of the Mesaverde formation in this arca to produce aa exhibited
by this one well that has had some substantial orodurtion history

on it., That's this Turner Osborn Well which s in the Su/4

of Section 22, There's a substantial amcunt of produetion

that!s the only well that has had any substantial production
history.
Q You would propose to produce this zone at such rates

as the Turner well produced, would you?

A No, sir., We didn't anticipate that we would te for-

L]

tunate enovch to get a contract that would permit it in the

first place,

Q Do you have any cost figures as to what this dual com=~

pletion cost you?

A All of the invoices, I believe, are in on the drilling
of the well itself, They are not all in on the equipment and

getting the lease fixed up to where it can be produced. The

cost of the well itself was approximately $96,000,00,.
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Q That included the leasc equipmenf?

A No, gir, Approximately ten to twelve thousand dollars
additional will te required to equiyp the well so that 14 can be
produced.

Q Bu£ the $106,000,00 was the basis on which you estimat-
ed a one year payont?

A Yes, sir.

MR. UTZ: Any other questions?

MR. MORRIS: Yes, sir, I have a question or two.

BY MR, MORRIS:

Q Mr. Eaton, with respect to these well costs, will
Pan American be willing to furnish the Cdmmission with an
itemized statement of these costs?

A Yes, sir, we definitely will,

Q To your knowledge, is there any unusual item of expense

in these well costs which would be abnormal to a Dakota or

Mesaverde well in this area?

A As a matter of fact, this is one of the cheapest

wells that we have ever drilled.

Q You'td have your usual cost of dual completion?
A Yes,
Q But that wouldn't be considered atnormal for a ncrmal

dual completion?-
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A Mo.

Q Do you feel that there is any risk involved at this
present time aé far as these iwo wells are concerned?

A At this present time there is certainly no risk, no,
sir. My recommendation for ihc assessment. of tre risk penalty
is tased on the image that I would like to project here. Here's
a ran that knows beforehand that he has an interest in this
tract, He didn't take any risk in it, in the development of it
because, well, just as soon as it became known that the well
was completed he made known his interest to the people that had
taken the risk and put their meney in it, and now the well was
ready to produce and he 4idn't notify these companies that he
had én interest in there, and what were we going to do about ie?

Ahd on checking around we found out he was just as right
as he could be, he did have an interest, So my recommendation
as to risk is that the companies took the risk_at the time. He
could have taken the risk at the time because he knew beforehand
that he had the interest that he intended to make known later.
He elected not to do it. Thé\risk was there at the time the
well was drilled, I*11 use the plural term, since there are two
formations involved, he elected not to take that risk.

I think it?!s a reasonable expectation, as I pointed out,

if he had voluntarily pooled his acreage and then elected not
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to pay Hf;wgart of the well costs hui instead to take it out
of production, his penalty would have been 200%., So it appears
to me 125 is very reasonable, |

Q Letts talk about the 200% fiegure, If an operator is tJ
be carried on a voluntary basis, I have heard you aﬁd several
other people from time to time say that 2004 was a standard
fipure., Is that correct?

A A1) of these later anerzting agreements pro?ide for
200%, some of them more, but the normal thing is 200. The
older ones, 150 is normai.

Q Of this additional 100% which we might characterize as
a penalty for riding the well down, that would normally include
such items as’interest, risk, at least those two items, would
it not?

A Yes, sure would,

Q Can you think of any other factors that might be
included withiﬁ ﬁhat 10C%?

A I would say this, that might include the economics of
developing o0il and gas property when the expectation of return
on that money is only 200% of that invested is not too good.
in other words, our standards for development would not permit

us to develop acreage on that basis except in unusual circum-

‘stances. Actually the Pan American wouldn't carry somebody just
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for thke penalty involved, because that's not up to our standards

' for development,
:{ ‘ Q That extra hundred percent might include snme overs-
,j” ié head costs and suncvyvic vy conta gwer th 1100 0
. 7w
£ .
2y the well?
IO
£z :
- A Of course, part of the overhead costs are determined

by stipulation and is a fixed number in the unit operating
agreement., There are other direct charges which L might back

up a little bit and say this, that in the wording of those
normal unit operating agreements, is that the penaity is 200% of
the drilling and completion cost plus 100% of the direct operat-
ing cost, so that direct operating cost kind of washes out, but
. it comes out anyway. |

Q _You are aware, are you not, Mr, EBaton, that under

the laws the Commission operates it may include a charge only
for the risk involved in drilling these wells and that it's not
authorized to take into account some of these other equities that

may be presented, such as interest?

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M.

A Yes, I'm aware of that statutory limitation.
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MR. MORRIS: I believe that's all the questions I have.

BY MR, UTZ:

Q  What was the actual completion date of the well?

A November 29, 1961 is what we're calling the .completion
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Q That was aTter the completion rig was moved off?
A Yes, giv, and the f{low test taken,
:f Q At what time would you say that Mr, Lindsey made
i
5o his interest known?
zy
S b3 |
JS -8 A I believe that Mr. Robinson told me that he came by
?5 the first time on December the 8th,
3
MR, ROBINSON: Right in that area,
A Approximately a week later.
Q Mr. Eaton, do you have any explanation as to why the

Form C-128's showing the dedicated acreage was not filed with thd
C-1017

A No. I want to take a look at those forms,and I
didntt have opportunity to do so,before I, to get the answer
to the question, Maybe I can explaiﬁ ite I can explain it
partly, I believe, maybe complevely. At the time this well was
to be drilled itvwas the intention of Pan American and its

partners to complete it in the Basin-Dakota Gas Pool. On the way

DEARNLEY-MEIER REPORTING SERVI

ALBUQUERQUE, N, M,

down to the Basin-Dakota Gas Pool we took this drill stem test ;

PHONE 243.6691

in the Mesaverde formation, and. during that interim periocd,

and while it was moving from the Mesaverde on down to the
Dakota, we made a decisicn to dually complete it. Thereupon,

this next Form C-128 was filed showing the Mesaverde dedication.
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Basin-Dakota Pnal C.128 was received on

{;. .

If youtll natice, the
the same date as the C~10l, I believe that's the cxplanation.

MR. UTZ: Arc there other questions of the witneseg?

PHONE 23245 .11y

The witness may be excused.

(Witness excused, )

FARMANGTON, N, ™,

MR. UTZ: Are the?e any other statements in this case?

MR. MORRIS: T would like to make one very brief

e Ul
t

statement in view of uhe hwour, Without reneatine the statcment

LS

that I have made in recent cases involving our compulsory pool-
ing statute, I would like to limit my remarks to this partlicular
case, The statute under which the Commission operates provides
for a charge for supéfvision and a chérge for risk, which charge
for risk is limited to 50% of the well cost. Nothing is said

in this compulsory pooling law with respect to other factors

which may variously be grouped as to the equities of the situa-

tion.

We are limited in assessing in what Mr, Eaton has referred

to as a penalty as a charge for the risk involved in the drill-

DEARNLEY-MEIER REPORTING SERVICE, Inc.

gg ing of the well, I believe it is incumbent upon the Commission

5? to view Pan American's request for 125% of the well cost in light
y of this provision, and in that light the extra 25% would have to
;g‘ ‘be considered as a charge for risk only. It should also be

pointed out that at the time this application was brought to the
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Commissiohﬂﬁo direet risk was present in igc drillineg of the
subject. well, T believe that's all T have.

MR. UTZ: Any other statements?
3 MR, PUELL: Yes. Let me briefly reply, Wr, BExaminer,

to Mr, Morris., First, I agreec with Mr, Laton and Mr. Morris

FARMINGTON, N. M,
PHONE an5.13

that the New Mexice statute limits the penalty for risk and risk
alone, If1l1 alsc #o along with both Mr, Haton and Mr. Morris
that in industry practice the voluntary unit agreement that
provides for a penalty migﬁt consider other things other than
risk,

We should also remember that it provides for a 200%
penalt§ rather than 150% maximum which is in the statute., We,
as both the Examiner and Mr. Morris will recall, at the recently

Southwest Production Company cases where forced pooling was

discussed, thoroughly and completely by T think all sides top
and bottom, it wase Pan American's position as a policy matter at
that hearing, that we felt that after a well had been drilled

and completed, no penalty would be appropriate unless the per-

DEARNLEY-MEIER REPORTING SERVICE. Inc.

ALBUQUERQUY, N. M,

son whose interest was being force pooled was aware of the fact

and had notice of the fact that the well was being drilled.

PHONE 243.6691

We realized then that there were unusual circumstances

where a risk penalty wouldlbe perfeétly proper, and the only

reasonable thing to do, even though the well was already drilled i




S
=
o
&
=~
st
€3
7]
O
<
&~
S
&
=
!
g
=
=
~
Z
(S~
N
Q

FARMINGTON, N, ™,

ALBUGUERQUE, N, M,

PHONE 22%.1:182

PHONE 243.66%)

=

PAGE  [,2

and completed, We also rcalized that there wonld be a lot of
cases where the penalty wohld not. be proper, We simply think
that this factnal sitvation in on> case we nrosented here foday
is a proper one for a risk penalty to apﬁly.
lir, Lindsecy sat, watcned and waited until we completoed fhat

well and then made his interest knOWn.b At the time we started
and until the time he walked in our office door, based on title
opinions from our lawyers, we had no notice whatsoever of his
intefest. Ve certainly feel that in this case the risk penalty
is proper, and 1if anything it's my own personal opinion that the
25% that we recommended is too low; but I think it is completely
proper and completely justified, Thatts all,

MR, UTZ: Any other statements?

MR. MORRIS: I would like to ask publicly if either
¥r, or Mrs. Lindsey are in the hearing room at this time.

MR. UTZ: No response., The case will be taken under

advisement; The hearing will be recessed until 1:15.
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foregoing and attached transcript of procesdings before the New
Mexico 0il Conservation Commission at Santa Fe, New Mexico, is a
true and correct record to the best of my knowledge, skill and

ability.

this 8th day of March, 1962,

My commission expires:

June 19, 1963,
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