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CASE 238l: Application of SOUTHWEST
PROD. CO. for an order pooling all
mineral interests in Baskin-Dakota.
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July 19, 1962

The Citisens Bank of Astec wvhich maintains offices
in both Astec and Fuminatenm ::: loen Gesigmated s the
escrow agent by Southwest Production Ccmpany. Any
;=cSSeus Irom productiom from forxced pooled property
which are not disbursed for any reason will be placed
in escrow in this bank.

see lestter from Joseph P. Driscoll, soutlwmest Produc-
tion Company, Dallas, Texas, dated July 16, 1962, and
filed in Case No. 2600.

{Cases Moz, 2415, 2416, 2446, 2452, 2453, 2600, and in
Nos. 2343 and 2381)



BEFORE [HE OIL CONSERVATION COMMISBSION
OF THE STATE OF NEW MEXICO

IN THE MATTRR OF THR ERARING
CALIAD BY THR OIL CONSERVATION
COMMISSION OF MEW MEXICO FOR
THEE PURPOSE OF COMBIDERING:

CASE No. 2381
Ot“t HO. R“'zo‘a

ArFiaeniIDE OF SOUTHWEST PRODUCTION

'COMPANY FOR A POOLIRG ORDER, BAR
JUAN COUNRTY, NEW MEXICO.

QRDER OF THE COMMISBICN

BY THR COMMISSION:

: This cause came on for hearing at 9 o'‘clock a.m. On
September 20, 1961, at Santa Fe, MNew Mexico, before Daniel S.
Nutter, Examiner duly appointed by the Oil Conservation Commis-
sion of Hew Mexico, hereinafter referrxed to as the “Commission, "
‘in accordance with Rule 1214 of the Commission Rules and Regula-
‘tions.,

NOW, on this_ 2%th day of September, 1961, the Commission,
a quorum being presaent, having comsidered the application, the
evidence adduced, and the recosmendations of the Examiner,
Daniel 5. Nutter, and being fully advised in the premises,

FINDS;

g (1) That due public notice having been given as zaguired by
“law. the Cosmission has jurisdiction of this cause and the subject
‘matter thereof,

{2) Tnat the applicant, Southwest Production Company, is
the oparator of the E/2 of Section 22, Township 30 North, Range
12 West, NMPM, San Juan County, New Mexico, by virtue of having
under o1l and gas lease most of the acreage therein and by having
gsecurad communitization agreements with the owners of the mineral
interests in the remaining acreage,

(3) That the applicant seaks an order pooling all mineral
interests in the Basin-Dakota Gas Pool in said E/2 of Section 22,

(4) That the only interests to be pooled which are not
under lease to applicant or communitized would be unascertained
contingent interests which might arise due to title disputes or
aue to applicant’s fallure to have leased the entire area
intended to have been leased.

(5) That inasmuch as there appear to be no non-consenting
mineral interests to be pooled at the present time, the subject
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application should be denied, without prejudice, however, to
applicant ‘s right to request Commission action if, and vhen,
ocutstanding intarests are determimed to axist, :

IT I8 TERREYORE ORDESED:
That the subject application is hereby denied.

PROVIDED EOWEVER, That denial of the subject application
ehall be without prejudice to applicant's xight to request Com-
wmission action at such time as it is determined that cutstanding
mineral intereats exist in the E/2 of Sectiom 22, Township 30
Noxrth, Range 12 West, HMPM, San Juan County, New Mexico.

IT 18 FYURTHER ORDERED:

- That jurisdiction of this cause is rxeiaiisd for the entry
of such further orders as the Commission may deem necessary.

DONE at Santa Fe, llcw Mexico, on the day and year herein-
nbon designated.

FTATE OF NEW MEXICO
OIL COMSERVATION CTHRMISSIONM

o A b

EDWIN L. MECHEM, Chairman

L7
PN P A
L7 PO

A. L. PORTER, Jr., Member & Secretary




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF:

THE APPLICATION OF ) -
SOUTHWEST PRODUCTION COMPANY <)
NO - % i f .’

FOR AN ORDER FORCE POOLING THE
EAST HALF (E4) OF SECTION 22,
TOWNSHIP 30 NORTH, RANGE 12 WEST,
N.M.P.M., IN SAN JUAN COUNTY,
NEW MEXICO.

[

APPLICATTION

Comes neow the applicant, Souvthwest Production Company,
a co-partnership consisting of Joseph P. Driscoll and John H.

Hill, and for its application alleges and states:

1. That it is the owner of numerous oil and gas leases

8 ‘ covering portions of the East Half (E4) of Section 22, Township

30 North, Range .12 West, N.M.P.M., in San Juan County, Ncuw

Mexico, the validity of which is uncontested, and that it has ‘
i entered into communitization agreements with the owners of lease- 1
. hold and fee estates in certain other lands situated in the East |
Half (E%) of said Section 22, under the terms of which communiti-
zation agreements the applicant is constituted as the ”“Operator”
thereof.
2. 'That it is the owner of certain other oil and gas
leases covering various tracts of land situated in the East Half
(E4) of said Section 22 wherein applicant is informed and believes,
and on the basis of such information and belief alleges that person
or persons unknown to the applicant claim some right, title and
interest adverse to applicant’s lessors. Applicant contends that
the claims of interest of said person cor persons adversc to appli-

cant’s lessors would, if asserted, be of no force or effect, but




upon a contingency that such claims might be made and be found
valid, applicant desires that the interest of any and all said
persons be force poocled in accord with the Statutes of the State
of New Mexico and the Rules and Regulations of the 0il Conserva-
tion Commission of New Mexico.

3. That the mineral ownership in the East Half (E%) of
said Section 22 has been divided intoc numerous small and irregu-
lar tracts and although applicant verily believes the leases
which it holds, together with ihe initerests of other persons
with which it has entered into communitization agreements com-
prise the total mineral interests underlying the East Half (E4)
of said Section 22, there is a possibility that all of said mineral
interests are not either under lease to or communitized with tle
interests of applicant, and, upon such contingency, applicant de-
sires that any such unleased or uncommunitized tract also be force
pooled under Lliils 4ppPlic&LiOn.

4, That applicant is planning to drill a well to the
Dakota formation in the Northeast Quarter of the Northeast Quarter
(NE4NE%) of said Section 22 and to dedicate the entire East Half
(E%4) of said section to said well, and in view of this and the
further fact that it owns the great majority of the leasehold
rights therein, the Commission should appoint applicant as the
"Operator” of said pooled unit.

€. That there will be considerable risk involved in the
drilling of the above referenced well and that under the Statutes
of the State of New Mexico and the Rules and Regulations of the
0il Conservation Commission applicant is entitled to and should
be allowed to take and receive for its own use 7/8ths of any and
all production had from the above referenced well until such time
as it has been reimbursed in an amount equal to 125% of its actual
cost of drilling, completing, equipping and operating said well plus

reasonable compensation for ithe supervision thereof.
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6. That the force pooling vrder lLiereiln requested is

necessary in order to prevent waste and in order to protect the
correlative rights of applicant,

WHEREFORE, applicant prays that this application be set
down for hearing at the earliest possible date; that due notice
thereof be given in accord with the Rules of this Commission
and the Laws of the State of New Mexico; and that after hearing,
and from the evidence to be adduced thereat, this Commission

enter its order granting the application as above stated.
Respectfully submitted,

VERITY BURR & OOLEY

B%/// ‘;;;éza]
ATTORNEYS FOR PLICANT,

SOUTHWEST PRODUCTION COMPANY




GOVERNOCR
EDWIN L. MECHEM
CHAIRMAN

State of Nefw Wexico

- : ® il Eongerbation Lommiggion

LAND COMMISSIONER
E. 5. JOHNNY WALKER
MEMBER

STATE GECLOGIST
A. L. PORTER, JR.
SECRETARY - DIRECTOR

P. O. BOX 871
SANTA FE

i September 22, 1961
MEMORANDUM

TO: Members of the 011 Conservation Commission
Governor Edwin L. Mechem, Chairman
Land Commissioner E. S. Johnny Walker, Member
A. L. Porter, Jr., Secretary-Director

FROM: Richard S. Morris, General Counsel

SUBJECT: <Case No. 2381, Application of Southwest Production
¢ Company for an order pooling all mineral interests
G in a 320-acre gas proration unit, Basin-Dakota Gas
Pool, San Juan County, New Mexico

Y

Attached to this memorandum is a proposed order to be
entered in the subject case. Since denial of the application i
: racommended and since Commigssion action in thig cage will estab-

lish a policy to be folicwsd in future cases of similar nature,
the reasons for recommending denial should be fully explained.

1]

L Under the provisions of Section 65-3-14 (c) of the New
- I Mexico Statutes Annotated, 1953 Compilation, as amended by the

L o Laws of the State of New Mexico, 1961, the Commission is author-
3 ized to force-~pool non-consenting working and royalty interests

= : with consenting interests to form proration units where other-
wise waste would occur, where correlative rights would be
violated, or where the driiling of unnecessary wells would be
caused. The Commission has beer cautious in its exercise of

this force-pooling power and has recognized it as an extraordinary
power to be used only where the need was apparent.

The subject application requests the Commission to exer-
cise its force-pooling authority in a situation where there is no




apparent need. At the hearing of this case the applicant, South-
west Production Company, alleged that it proposed to drill a Dakota
gas well on a standard 320-acre gas proration unit and that it had
valid oil and gas leases on most of the acreage in the unit and had
communitization agreements covering the remaining acreage. Force-
pooling was sought in order to cover unknown, contingent interests
which might arise at a later time. Although the applicant claimed
to have all of the acreage leased or communitized, nevertheless it
requested Commission action in the event its leases might later be
proven faulty in some regard.

It appears that the subject aprlication would not have
been brought if the applicant were sure that its titles were good
and that its leases covered the entire area intended to have been
leased. If the evidence presented had been to the effect that the
owner of some particular interest could not be located, after dili-
gent effort, or, after being located, refused to consent, then the
Commission might validly exercise its power to pool the known, but
non-consenting, interest. Where no particular interest is specified
as non-consenting, however, the Commission would appear to be per-
forming an unnecessary act in issuwing a pooling order. Certainly
it could not determine whether the applicant had diligently
attempted to secure the voluntary consent of the interest-owners
being pooled.

If the Commission should exercise its force-pooling power
in this type of situation, the operator would be encouraged to secure
a pooliing order in every instance where title was remotely in ques-~
tion. This could result in a flood of applications where Commission
action would be meaningless. Also, knowing that a pooling order
could be obtained, an operator could be less than diligent in his
leasing practices.

In summary, the proposed denial of this application is
based on the grounds (a) that there is no present need for the
Commission to exercise its pooling power, and (b) that the approval
of this type of application would encourage imprudent leasing
practices.




L AND COMMISSIONER
E. S. JOHNNY WALKER
MEMBER
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Dear Sir:
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Carbon copy ot

GOVERNOR
EDWIN L. MECHEM
CHAIRMAN

State of Netw Wexico
@il Eonservation Commigsion
g

S,
A
ﬁ

ORI

SR,

r

P. 0. BOX 8T)
SANTA FE

September 29, 1961

STATE GuOwooilT
A. L. PORTER, JR.
SECRETARY - DIREC TOR

: ;i. George Verity Re: Case No. 2381
Verity, Burr & Cooley Order No._R-2068
Attorneys at Law Applicant:
152 Petroleunm Center Building
Farmington, New Mexico SOUTHWEST PRODUCTION CTGFANY

Very truly vours,

s

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

g
Vi

A. L. PORTER, Jr.
Secretary-Director

order alsc gent to:

Hobbs OCC X

Artesia OCC

Aztec occ ___ %

OTHER




No 26-61

DOCKET: EXAMINER HEARING - WEDNESDAY - SEPTEMBER 20, 1961

9:00 A.M. - OIL CONSERVATION COMMISSION CONFERENCE ROOM
STATE LAND OFFICE BUILDING - SANTA FE, NEW MEXICO

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

CASE 2376: Application of the 0il Conserv.tion Commission on its own
motion to sbolish certain portions of the San Simon and
Wilson Pools in Les County, New Mexico; to create a new
pool for oil production in Township 21 South, Range 35 East,
to be designated the North San Simon-Yates Pool; and to
establish a limiting gas-o0il ratio :or said North San Simon-
Yates Pool.:

CASE 2377: Application of N. R, Williamson for a waterilood project in
the Seven Lakes Pool, McKinley County, New Mexico. Applicant,

: in the above~styled cause, seeks permission to institute a

E waterflood project in the Seven Lakes Pool in Sections 18

# and 19, Township 18 North, Range 10 West, McKinley County,

New Mexico. Applicant further seeks the establishment of

procedures for obtaining administrative approval of exten-
sions to the proposed wseterflood project.

CASE 2378: Application of The Atlantic Refining Company for a triple
completion, Lea County, New Mexico. Applicant, in the
above-styled cause, seeks permission to complete its Carlson
Federal "A" Well No., 2, located in Unit J, Section 23, Town-
ship 25 south  lange 37 East, Lea County, New Mexico, as a
triple completion (conventional) in the Paddock, Blinebry
sgiid Tubb-Drinkard Ponls, ithe production of o0il from each
pool to be through parallel strings of 2-inch tubing.

CASE 2379: Application of The Atlantic Refining Company for a triple
completion, Lea County, New Msxico. Applicant, in the above-
styled cause, seeks permission to complete its Langlie Federal
Well No. 2, located in the /4 SE/4 5f Section 14, Township
25 South, Range 37 East, Lea County, New Mexico, as an oil-
oil-o0il triple completion in an undesignated Paddock Pool
and in the Justis-Blinebry and Justis Tubb-Drinkard Pools.
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Docket No,

CASE 2380:

-

CASE 2381:

N

I

CASE 2382:

CASE 2383:

CASE 2384

26-61

Application of Consolidated Oil & Gas, Inc, for a non-
standard gas proration unit, San Juan County, New Mexico.
Applicant, in the above-styled cause, seeks the establish-
ment of a 320-acre non-standard gas proration unit in the
Blanco Mesaverde and Basin Dakota Gas Pools comprising the
NE/4 of Section 9, and the NW/4 of Section 10, all in Town-
ship 31 North, Range 13 West, San Juan County, New Mexico.
Said unit is to be dedicated to applicant's Segal Well No,
1-9, located in the NE/4 NE/4 of said Section 9.

Application of Southwest Production Company for an order
pooling all mineral interests in the Basin-Dakota Gas Pool -~
in the E/2 of Section 22, Township 30 North, Range 12 West
San Juan County, New Mexico.

Application of Morris R, Antweil for a non-standard gé;
proration unit, Lea County, New Mexico. Applicant, in the
above-styled cause, seeks the establishment of a 230.95-acre
non-standard gas proration unit in the Eumont Gas Fool,
consisting of Lot 4 in Section 1, and Lots 1}, 2, 3, 7 and

8 in Section 2, all in Township 21 South, Range 35 East,

Lea County, New Mexico. Said unit is to be dedicated to
applicant's L, W, White Well No. 1, located in the NE/4 NE/4
of said Section 2,

Application of C, tI, Sweet 0il Company for an exception to
Rule 309-A, Lea County, New Mexice. Applicant, in the
above-styled cause, seeks an exception to Rule 309-A to
permit the oil produced from applicant's McKinley '"B" lease,
located in the SE/4 NE/4 of Section 20, Township 18 South,
Range 38 East, Lea County, New Mexico, to be transported,
prior to measurement on said McKinley "B'" lease, to
applicant's Grimes lease located in the NE/4 SE/4 of said
Section 20,

Application of General American Oil Company of Texas, for an
exception to Rule 309-A, Eddy County, New Mexice. Applicant,
in the above-styled cause, seeks aun e¢xception to Rule 309-A
to permit the Loco llills oil production from applicant's
Stute Lease B-1778, located in Section 36, Township 17 South,
Range 29 East, NMPM, Eddy County, New Mexico, to be Lrans-
ported, prior to measurement on said State Lease B-1778, tlo
applicant's Federal Lease LC 060520, located in Section 31,
Township 17 South, Ranye 30 East,
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CASE 2385: Application of Texaco Inc. for a unit agreement and for a
waterflood project, Lea County, New Mexico. Applicant, in
the above-styled cause, seeks approval of the West Lovington
Unit Agreement, covering 2,472 acres, more or less, in
Townships 16 and 17 South, Range 36 East, Lea County, New
Mexico. Applicant further seeks authority to institute a
pool-wide waterflood in the West Lovington Pool by the
injection of water into the San Andres formation through
18 wells in Sections 3, 4, 5, 6, 7, 8, and 9, Township 17
South, Range 36 East.

g CASE 2386: Application of Continental Oil Company for the establishment

Eé of two non-standard oil proraticn units in the Empire-Abo

: Pool, Eddy County, New Mexico. Applicant, in the above-

E: styled cause, seeks the establishment of two non-standard
oil proration units in the Empire-Abo Pocl described as

follows:

(1) Lot 2 and the Southernmost 12,06 acres in Lot 1, Section
30, Township 17 South, Range 29 East, Eddy County, New Mexico,
comprising 40 acres. Applicant proposes to dedicate said
unit to its State S-30 Well No. 1, 2310 feet from the North
line and 330 feet from the West line of said Section 30.

(2) Lot 3 and the Northernmost 11,33 acres of Lot 4, all

in said Section 30, comprising 40 acres., Applicant proposes
to dedicate said unit to its State S-30 Well No., 3, to be
drilled at a standard location in said unit.

X . CASE 2387: Application of Continental Oil Company for permission to
: ‘dispose of salt water, Lea County, New Mexico. Applicant,

in the ahove-styvled cause, seeks permission to dispose of
produced salt water from the Anderson Ranch Wolfcamp Pool into
the Wolfcamp formation through its Anderson Ranch Unit Well
No. 8, located 1980 feet from the South line and 660 feet

from the East line of Section 11, Township 16 Scuth, Range

32 East, Lea County, New Mexico.

ig/




VERITY, BURR & CDOLEY :
ATTORNEYS AND COUNSELLORS AT LAW
SUITE 1832 PRTROLEUM CENTER DUILDING
FARMINGTON. NEW MEXICO

Geo. L. VERITY
JozL B. Burr. JR.
WM. J. Coorey

August 9, 1961

0il Conservation Commission
P. 0., Box 871
Santa Fe, New Mexico

Gentlemen:

Re: Our file #1320-L

Application of Southwest Produc-
tion Company for an order force
pooling the E 1/2 of Sec. 22,
Twp. 30 N., Range 12 West, NMPM,
San Juan County, New Mexico

TELEPHONE 328-1702

Enclosed herewith is the original together with two
es of Southwest Production Company’s application in con-
on with the referenced matier.

Yours very truly,

VERITY, BURR & COOLEY

WJC/m

encls
cc: Southwest
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BEFORE THE

o OlL CONSERVATION COMIMISSICH
Santa Fe, New Mexico
- September 20, 1961
-— S o srTT s T T T T T )
¥ |IN THE MATTER OF: )
- S )
H Application of Southwest Production Company )
) § for an order pooling all mineral interests in } Case
- the Rasin-Dakota Qas Pool in the KE/2 of Section ) 2381
. 22, Township 30 North, Range 12 Jest, San Juan
i = County, NWew HMexico. )
T L )
~
Qg BEFORE:
i - =
\”} : C — M
Daniel S. Nutter, mxauiner
- O
EE TAANSCRIPT OF HEARING
&~
- e M. NUTTER: Call Case 2381.
&
FH MR, MORPIS: Application of Southwest Production Company
)
~
for a force-pocling order.
&
- 2. VERITY: George L. Verity, for the applicant.

(Jitness swern.)

JACH U. JONES

NLEY-MEIF

called a¢ a witness, having been first duly sworn, testified a

7]

follows:

DEAKR

ALBUQUEKQUE, NEW MEXICO

PIHZCT _ BXAHINATION
3 Will you state vour name, pleasa?
A Jack J. Jones.

gl ar. dones, wnat is your present ccceupation?

A I am an independent. lease man.
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) Have you been employed as a lease broker heretofore, and
for how long a period of timev

A Yes, sir, for the pist year.
3 frior Lo that, were you euployed by a umajor oil company?

A I was employed br Shell (Cil as both an attorney and land
man.
3 Are vou familiar with boith lund and the drilling economic
situation in the Basin-Dakots Frool”?

A Yes, sir.
Aty A

-
] v 1

9] Haxra
< aave

[
[N
(&)
(@]
)
Q)
Oy
}-n’
4]
:l
ct
(&)

lease situation in the £/2 of Section 22, Township 30 North, Range
12 West?

A Yes, sir.

] wWho owns the leases in tnis half section?

A The leases are held by Southwestern Production Company,
certain of the leases Tidewater has an undivided quarter interest.
There are two parcels in there which are not leased; they are
shown in vellow and green.,

Q You are referring to applicant's kxhibit No. 1, are you,
vwhen you say yellow and green?

A fes. Those lands are ocwned by (offev and millett, and

are cormmunitized by virtus of an operating agreement.,

3 voes Southwest Production Company, other than those two
tronko A T oaaene Ay a1 1T AP0 2lis IS AP Qantd A DD AN Mot 172
L ] 3 oy R R R iz AL \J oL [ERS R Al E. o M2NLN, N L by A pensn gy .

|
|

A [ s et MRS AR
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A {es, sir.

B Jdazu is the land situation in this /2 of 22; are there
small tracts, is it a complicated land situationv
A There uare quite 1 few small tracts there, uotes and
bounds, descriptions suech as that.

) Is the community of Flora Vista lecated within this B/2

cof Section 227

A Yes, it is.
2 Dascribe that community, if you will, please, to the

Commission,
A The community is really not much of a community. There ig
one store in there, which is 3 t/pical country store as they used

to exist in my childhood, where there is practicall.” nothing in

the store and the people gather uround to smoke and chew the fat.

2 Has there been a plat dedication ¢f a fown site Liwerer
A Yes.

o yhen was it filed, do¢ vou know?
A In 1906, 1 believe.

2 o these streets and alleys actually exist today?

5 N 3 2 i

A Ne, sir, they do not.

2 fhis ds dndicateld, is io, on Expilin Lo, 1
Y e RN v v $ -y

A fms, 1U sneows on there,

v - P 3 N 3y e oy N N . — - Yy~ N Ve s
D are thera other unusual snvi semewnat aquestion.ble land

situstions with wrepgard Lo sanll slivers =0l traets of land?

. - P S - N 3 - By .
i\ Jell, there way bte conflicts which axist

3 am Y E
A8 TeXICr10aern

T .
do
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and o platbe ioout, they loave

] 1 P M -
A HBuan LI

. o~
Jen
&

'u;'rl;, .
roinelivitual

to Scuthwest Production

Scuthwest has a lease on everything®

. does this wmean there ie posaibilit o of s
making claim of ownership that is not known
- 2 A I thing that contingency probably exists.
4
-
5 ] As far as you know, with exception of Coffey and iiillet's
: B 2
k . © . . g
o I tracts, which are communitized,
| - 5
) . - A Tes, sir.
S
] - — 7 This area, is it in the Basin-Dikota Pool”
= m~
! 9{ A Yes, sir.
- *
¥ =9 . . . . :
5 Has Soubhwcst startsd 2 ikmbora well in this areav

EE a Well, vyes, they have, Jn fact, it is
3 > ”
- ~ in the N/E of thne N/E there. ig 2 matter of fact, it
! e just on what is called MNote 1, the lease up there.
- (K3
= :
2 At the time that this application was filed,

= well completed?
T
4 No, sir.

2
business as a lease man?

A Well, I have been

DEARNLEY-MF

ALBUQUERQJUE, NEW MEXICO

for the last eleven years,
' 2 In this capacity,

head operation of drilling

VMr. Jones, how long have you been in the oil

1

cornnected with the oil and

completed, drilled

would be

was that
aud gas
cas business

botn: ss an attorrey 3nd lease man.
- e LT 2PN
are you famillier wich Shc

3
i

pode

and produneing an 1 well”

C

i\ At least as it affects a major ccmpany.
Bl in your mcre vecent experience, dre you also
with the effects it would have on an independsny such

coet of over-
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vestern?
A I awm beconring more and more familiar.
2 Tn your opinion, what percent of oil and/eor gus incone

would be necessary to defray overhead costs and eoXpensest

%

My experience indicates it would have to be at least ten
percent.
2 Are vou familisr with the fact that drilling oil and gas

wells is a hazardous endeaver from an economlic sLaitdpeint”

-

A fes, sir.

Q Are vou familiar with the percentage of success and
failure in the Basin-Dakota Gzs Pocl, and particularly in the
vicinity of the E/2 of Section 227

A Generally, yes.

9 Can you have a failure in this crea?

i You could have a failure: I dont't believe there have been

an: huv the possibility would exist there could be a failure.
Vs v

2 Jo you have more than one kind of hazard?

A Yes, sir.

i’ In additicn to gecleogieal?

A There could be mecharical vproblems.

) In your oninien, whst percentage { pay would an cperator

need in order to compensats “or those hazards in this area?

A Well, I tnink ne shovld have z return of somewhere between
twenty to forty percent, fifty percenry,
) In order to compensate for the hazard involved?

prev
¥

- “\
o
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A It he is going to invent his o ey «nd ke nhe risk,
yes.
wite VEdITY: I believe that is all.

CROSS aSXAMINATION

BY M. NUITER:

Q@  Mr. Jones, how much acreage here does Southwest Productiorn
have the lease on?

A Ne have the lease on 320 acras.

8 #hat has to be force-pooled, thent

A The possibility of contingent interests, because you c¢an
see on the map, you will notice there are certain gaps in there,
overlaps between parcels, and that would be it, just contingent
interests there, also some conflicts as teo ownership in the area.
. I believe from studying the abstracts and attorneys! opinions,
that we undoubtedly have defensible title to the whole area, but
the contingency does exist there are third parties that might
successfully <laim an interest to some of those lands, in the
mineral interests.

2 Southwest does hoeld a lease, though, on everything except

the Millet and Coffey lands?

A fes, sir, with whom we have an opzrating agreement.

2 ind Hillet and Coffer will be working interest owners?
i Yes, sir.

2 Jo you hive s lease on the railroad right of way?

2 {ns, sir,
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4 fo yeu hrive o leasa on the pubiic eceody
A That is one of the auestions, to whow thit 1and belonugs.
I have been unable to find any recosds of conveyances into the
County, or anything, and the property Zdescriptions cover that roady
) Seo it mzay nor be a public road?

MR. VERITY: 1If I could interject a comment at this
point, there is an absence of authority in New Mexico that is
definite and clear as to ownership cof the minerals under a dedi-
cated right of way. The statute is slightly ambiguous with regard
to the matter. There are conflicting decisions from other states
with regard to application cf a similar statute. There is real
good legal authority in the state tc the effect the under such a
right of way the County and/or the City, as the case may be, has
no title, but there is some authority to the cortrary, and this is
one cof the reasons that we need to have forced-poecling order here.
In additicn to this, as you will notice from the plat, the area is
cut up badly, and the survey situation, und the larnd situation in
this valley is such that survey is difficult and controversies do
arise with regard to vaczawies and overlaps.

2 { By Hri Nutter) 4As I understand it yen don't think vyou

need a force~pooling, it 1s Jjust in evert of some undefensiblc

title?
! fes, slilr, vacause we nave vroceadel o drill a4 well, and

ve feel we 3re entitled Lo be 3ple be produce the full allowanle

and to bDe relmbursed in the ovent ocur title should fail by reascn

- Y
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ot cne of these contingent interests.

3 dnd Millet and Coffey voluntarily jeined in the venture?

Mit. WUTTER: aAny further questions of lir. Jones:

BY MR. ORRIS:

Q Mr. Jones, vou say you m2y have come conflicts of owner-
ship in this arean?’
A fes.
2 vo you feel that the 0il Conservation Commissicu 1s the
Fecon
right farm—to use to resolve these conflicts, or do vou feel, if

vou have a title problem, you ought to guiet title?

MR, VERITY: I was wondering if I might interpose an
inswer.
MR, MCRRIS: 1 was heping you would.

M, VBRITY: Jheresver there is an cverlar of title we havd
Py

no preblem, because we hiave a lease from both sides. If there is

r

>

4 title vacaney in place, then this vacancy would need to be

pooled, and this is the contingency, conc of tne conbingencies we
a2re concerned about. Je, of course, dc not suggest thai this
Cemmission couvld guiet title oo real esiate, conly that the cay

iorce-peol the mineral interests,

FPI1T T il . '3 . 3 R o ~ v -~ 7 -,y
THE WITNRSS: That is the reasorn, s 1 ss5i4

- - . P Fad PO | - ) - \ Ty g
western can get Ml allowsble and produc: wne o8 4ol
M WCEARIST In effect, wn o order of the Cormisacion is

oy

~

going tc be scrt of in the naturs of sdminisurativae
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Lhe riinpvay Inlerests in the “red, any iy SOmecne
Brovag thaey hve T oMlinery] interest, then g would pe Sub ject tq

& pooling crder, apg the individual who hag Arillaa 4 Well ang

SXpended hig eney wonlid have 5 Just ang €JUitable return upeoy it.
I't. NUT T, S, Vevi:y, JOU wera §p Shie, Lcwever, when

70U obtaingg the drillin L, to file an Acresape “edication

plat showing 320 acres dedicateg L0 the well, werpe you not

MR, VERITY: and e contend wa gy, 320 ACres, thay ig
COrrect, ang We think e are ready gqo brove this, byt all sure
the ZXaminer is familiap With the fact there are certain Vagarieg
in the laws, alwairs foreseeable.
i, NUTTER, Any furthep alestions of up. Jonesv nay
be excysed,

£, VIRITY. ‘e offer ip evidence txhibitg 3,

LR, NUTTER ; Applicant's xhibis jig. 1 will pe adrmi btad

in evidence, do vey have anything further, iy, Verit.

9] Voo e, ; )
L, TRRLIL e hiye Nethng ‘uriher,
~ . 3R] UYL - . ~ - - < ™ } I
Lite WUTTRER . 0es anvone havre Myvhing Mrthaop Lhey wigh
te offer in Cage 23819 Tike he CESE Do qﬂvisaQOﬁL atd rocegs

e Nearin. unevil i:15
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