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July 19, 1962

The Citizens Bank of Axtec which maintains offices
in doth Axtec and FParmington has been designated as the
eacrow agent by sSouthwest Production Company. Any
proceeds from production from forced pooled property
vhich are not disbursed for any reason will be placed
in escrow in this bank.

See letter from Joseph P. Driscoll, Southwest Produc-—
tion Company, Dallas, Texas, dated July 16, 1962, and
filed in Case No. 2600.

(Cases Nos. 2415, 2416, 2446, 2452, 2453, 2600, and in

Nos. 2343 and 2381)




EY_TER_coeussrom:

BEFORE THE OIL CONSERVATION COMMISSION
OF THR STATE OF NEW MEXICO

CASE Ho, 2416
Order No. R-2151

' APPLICATION OF SOUTHNEST PRODUCTION

COMPANY FOR A COMPULSQGRY POOLING

- ORDER, BAR JUAN COUMTY, NEN MEXICO.

ORDER OF THE COMMISSTON

This cause came on for hearing at 9 o'clock a.m. on f

. Rovember 29, 1961, at Santa Fe, Rew Maxico, before Daniel S. Mtcf.

' Bxaminer duly appointed by the 041 Conservation Cosmission of New
- Maxico, hareinafter referred to as the "Commission, " in accordance:
‘with Bule 1214 of the Commigsion Rules and Regulations. L

ROW, on this 21st day of December, 1961, the Commission,

‘éa quorum being present, baving considered the application, the
. evidence adduced, and the recommendations of the Examiner,

Daniel S. Nutter, and being fully advised in the premises,
FIBDE:
(1) That due public notice having bean given as required by}

' lsw, the Commission has jurisdiction of this cause and the subjact:
 matter therect,

{2) That the applicant, Southwest Production Company, aeasks:

T Sn Oruer poviing alil mineral interests in the Flora Vista-Megaverde

' Gas Pool in the B/2 of Section 22, Township 30 Morth, Range 12
’wbst, HMPM, San Juan County, Rew Mexico.

(3) Applicant alleges:

{(a) 7That Roy Rector and his wife, Ethel Rector, own

-the mineral interest ia 0,30 acres located in the SE/4 of said
"Section 22.

(b) That O. G. Shelby and his wife, Leona sShelby, ovwn
the mineral interest in 0,36 acres located in the 8B/4 of said
Secticn 22.

(¢) That bwight L. HMillett owns the minera) interast
in 26 acres located in the HE/4 of said Section 22.

{(d) That Hyron H, Dale and George T, Dale own an
undivided one-half mineral interxest in 13 acres located in the
E/2 of said Section 22.
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(e} That Julian Coffey owns the mineral interest in a
tract of land in the E/2 of said Saction 22 claimed by him to
comprise 16 acres, more or less.

(£) That San Juan County owns the mineral interest
in the various roads, streets and alleyways in the R/2 of said
Section 22, together comprising 5 acres, more or less.

{4) That the applicant asserts ownership of, or has under
communitization agreement, the remaindezr of the mineral interest
in the R/2 of said Section 22.

v {5) That the applicant presented uncontroverted evidence
- gthat it had made fair and reasonable cffers to lease or com-
- mamitize the acreage of each minerxal intexest owner listed in
* finding No. 3 above, but that such effoxrts had been unsuccessful.

(6) That in order to avoid the drilling of unnecessary wells,
to protect correlative rights, and to afford to the owner of each
. interest in said proration unit the opportunity to recower or
receive without unnecessary expense his just and fair share of the
- gag in tha Plora Vista-Mesaverde Gas Pool, the subject application
~ should be npprnved by pooling the mineral interests listed in
- finding No. 3 above with the mineral interests owned or comsuni-
tized by the applicant.

(7) That the applicant proposes to dediczi:e the subject
320-acre gas proration unit to its Irene Brown Well No. 1 located .
990 feet from the South line and 1450 feet from tihe East line of
said Section 22, which well has been tested and is capable of
producing from the Flora Vista-Mesaverde Gas Pool.

8] That the sprlicant seekes rermisaion to withhold the
proceeds from production attributable to ssven eighths of each
‘neon-consanting unleased interest until such time as each
" interest'’'s sharae of the costs of said well have bsan rocovered,
plus 25 percent thereof as a charge for the risk involved in the
drilling of the well, plus 10 percent thereof as a charge for
supervision,

{(8) That the applicant should be authorized to withhold

-the proceads Ifrom producticn attributable to seven eighths of
each non-consenting unleased interest until such time as each
interest's share of the costs of said well have been recovered,
plus 10 percent thereof as a reasonable charge for supervision:

o chaxrge for risk should be allowed inasmuch as no risk existed
at the time the application in this case was filed, the unit well
having been drilled and tested prior to that time.

(10) That the applicant should furnish the Comuission and
each known, non-congenting interest owner in the subject unit an
itemized schedule of well costs within 30 days following the date
of this order.
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: (1) That the following mineral interests in the Floxra
~ Vista-Mesaverde Gas Pool in the E/2 of Section 22, Township 30
. Bortk, Range 12 West, MMPM, San Juan County, New Maxico, are

' hereby poocled to form a 320-acre gas proration unit in said

- pool:

{(a) The mineral interest of Roy Rector and his wife,
Ethel Rector, in 0.30 acres located in the SE/4 of said Section
22,

; (r) The minexal interest of 0. G. Shellby and his
' wife, isona Shelby, in $.36 acrss lcoccmted im the SE/4 of said
| Section 22.

g (c) The mineral interest of Dwight L. Millett in
- 26 acres located in the NE/4 of said Section 22.

‘ {d) The undivided one-half mineral interest of
Myron H. Dale and George T, Dale in 13 acres located in the
'jE/Z of said Section 22,

. (e) All mineral intereat owned by Juliam Coffey in
't the B/2 of said Section 22,

‘ (f) The mineral interest of San Juan County in 5
" acres, more or less, comprised of the roads, streets and alley-
‘ways in said Section 22.

{(9) The mineral interest owned by or under com-
“munitization agreement to Southwest Production Company, consisting
" of all of the mineral interest in the B/2 of said Section 22 with
 the exception of those interests described in subsections (a)

C Llaemaaml [ 8) ahawva

(2) That any unseverad mineral interest shall be considered
‘a seven-eighths (7/8) working intersest and a ons-eighth (1/8) ‘
s royalty interest for the purpose of allocating costs and charges
under the terms of this order.

{(3) That the costs of development and uvperation of the

" poocled unit shall be borne by each consenting working interest
‘owner in the same proportion to the total costs that his acreage
bears tc the total acreage in the pooled unit.

: {(4) Thet the costs of development and eparation of the

' pocled unit ahall be borne by each non~-consenting working interest.
owner in the same proportion to the total costs that his acreage
bears to the total acreage in the pooled unii, plus ten percent

of such amount as a charge ior supervision,
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‘ (5) That any well costs or charges for supearvisiom which
- are to be paid out of productioa shall be withield oaly from the
' working iatewests' share of production from the pooled wmit. No
| costs or charges shall be withheld from productioa attxibutable
| to roymlty interests.

‘ (6) That Southwest Production Company is hereby designated
' as the operator of said unit. '

: (7) That Southwest Production Company shall xurnish the
| Commission and each known, noa-consenting interest owner in the
+ subject unit an itemized schedule of well costs within 30 days
- following the Aate of this order.

(8) That jurisdiction of this cause is retained for the
‘antry of such further orders as the Commission may deem neces-

. sary.

i m:tmnn,mmteo.onthehymdymmn-
- above dnﬂ.guted.

STATE OF NEW MEXICO
OIL COMSERVATIOR COMMISBION

EDWIN L. MECHEM, Chairman

//)‘{% @Z"
A, L. PORTRER, Jr., & Secretary

esr/



GOVERNOR

EOWIN L. MECHEM

CHAIRMAN

State of Netws Wexico
© il €onserbation Commisgsion

LAND COMMISSIONER
E. 5. JOHRNY WALKER
MEMBER

Ayt
T

STAYE GEOLOGIST
A. L. POCRTER, JR.
SECRETARY - DIRECTOR

P. O. BOX 87}

SANTA FE
December 21, 1961
)
Re: CASE NO. 2446./2416, and 2453

Rr., George Varity

verity, Burx & Cooley
Attorneys at Law

152 Petrolewm Center Building
Faraington, New Mexico

Dear Sir:

ORDER NO. R=2068-A, B~2151 & B-2152

APPLICANT:
Southwest Production Company

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

ir/

Very truly yours,

{7_{@@/9*.

. L. PORTER, Jr.
Secretary-Director

Carbon capy of order also sent tos

Hobbs OCC X
Artesia OCC
Aztec OCC X

OTHER




R/ E

Irens Brown Ne. 1 (hesa Verde)
E/2, See, 23-300-13w

San Juan Coumty, N, i,

Amount
Aspen Drilling Co., 8-18-01
Contract drilling § 17,500.00
17, 500, 9o¢
Stmat, Saa Juan EW Co., 8-19-¢;
State locetion ang servey elevation 100, 60
3% N.x, School Tax 3.00
101, 00e
BC Balliburton Lo., $-17.-41
Sasaz. 490 cu. fy, Foz-Cer, 379, 33
No i, Sales Tax 7, %2
388, gas
s Salliburton Co, B-17-4y
idi4a Ceiuenting pProduction sty ing 837. 00
e G, Salea Tax 1274
848, 24e
00388} Helliburton LO,, B-17-6]
142" &g stade LY Ceiengep @iz
bowb type plug set €04, 55
N, 3. Sales Tax S g

#1d, ¢30




Lease Name: Ireas Erewa Ne.

Page -3~

laveles
-

T160837

4310

Ci1y

38136

Leseriptisa

Halliburtea Co., 8-17-01
Open hale tost § 3373*
N. M, Sales Tax

Vallay Steel Preducts Co., 9-10-61
Sals of thread pra sster

E. L. Farmer & Co., 3-20-81
Eaul casing frem mill te weil site

Industrial a!w Ceo., 8-23-61
3461°0" of 3-1/3" 16.58¢ J-89 SATR-2
API CFal 8Mi3 caning ST/C & 120, 7¢ it
2% M. M. Sales Tax

Pal, lae,, 0-ib-41
Haul rig water
3% N. M, School Tax

Arc Welding & Kepair, 5-16-81
Cwt off 4~1/2" csaing

N.M. Sales Tax

Incusirial Supply Co., 9-30-61
§-4-1/3" Clark ningea centraliser s
10-4-1/48" Clark cacem sninners
Thread locking Coupavnd
4-1/2" Baker tasert flaxiill vaive
$-1/3" 0L RL Brd Eaker triples couenting sooo
2% Mo i, Bales Vax

Amoust

408, 00
s 32
474, 33¢

(15.00)
(15.80)

. mn
287, 3¢

$,1715. 73
43. 50
4,303. 31

38.50
o TT
36,37

31.00
42

21, 42%

$3. 00
83, 80
£, 80
45,13
10.3¢
834, 1g%




Lease dame: [reas Erowa Ne. 1

Page -3-

lavelss Mo,  Demeription

28160

173 ) )

A87e7

%7

Iindustrial Supply Co., 0-30-81

F Tublag boad spool 10"s8" 5/600

W /3-3" LPO/L

3-Cage uipples 2"x7"

Calaeron gate valve type ¥ 3"x2-1/18" RL /U
S/K tasl. Mandwheel

Valve tree cameron singic striag solid bik,
Bhaa, 20820 incl, hondwhesl

Pllet bit 4-1/3" OP incl. wire retatnes

Less 1% freigit allowaace

3% N, X. Sales Tex

Incusrial Supply Co., 9-30-61

Studs, mats, tees and other misc. fittings
3% N. M. Sales Tax

Industricl Supply Co., $-38-81
2-Gauges Pii Marst ¢-1/3" Fuce 30000 © 23,64

Hanger TBG FBB 6" 23-3/8™ EUL
Swage 2-8/8" ~U: Pinx 1-1/3" Req Eex

Siip & seal asay. 10" x 4-1/2" fxcl. Allea wreach

Seal assy. type R 10" x ¢-1/2"
Countrel plug 1/1/4"

Full plugs, needle vales, gasiket rings
i reight oa 14009 & 4,38

&% N, i, Ssles Tax

Lnduatels supply Cu,, 8-30-61

L Casiag heud noukiog 107 D160l = 8-5/8"

Pec.ale w/2-2" L7, studs, aute, ring gasket

Yhug valve, afpple, bull pluy
I EgAghl Charges
L Bebi, rales Vaw

Loaann il W ell Service, lnc,, €-30-61
Lasupletion rig tupte.nher £4 thry hepleaaber 44

2[’0 N, M. SChool Vex

Amspst

253. 50
27. 80

108, 80

580. 08
28.4%
(5.50)
2.1

1,107.67¢

108. 80
2.12
107. 9ie

47.38
58.93
23.33
xa. ‘9
80,01
15. 38

e ww

47, 50
43.51
14. 49

2,10

107, 26%

1, 173, 91
38, 48
1, 809, 43¢




Lease dName: Ireas Erowa No. 1

Pege -¢-

iaveice
NNe.

T-A

167-61

14843

801732

Deseriptica
Lehmann Ot Well Service, Ins., 0-]0-!1

3% N. M, Sechool Tax

Aspea brmiu Co., 10-8-81

1% N.3. Scheel Tax

J. i. Brewn, 9-3-81
Surface damages

The Wastera Company, 10-11-81
Acid and acidmastar
3% N. M, Tex

nalliburton Co., 10-13-61
$-8tick tHalliburten sweds
1% City Tax and 2% N, 3. State Tax

aay, bee., 10-10-61

Furaisa -8 cat, pull trucks, clean up location

3% N, A, School Tax

Paakaaale Steel Froducts Uo., L0-17-01
Cold weataer gab produciion anit coaristing
of 16"x7-1/2¢ vertical 3-puase 1606

TSI - SRR GG DU, S VI I, U ST
v U"F‘l BIVE Wi W ¢';4’l3‘ﬁ‘ Rl i AR WARD ) WPREIANTSLY

on 30" & 7" lauisect healer wiuuboeigae

sad ¥plft coil bunale and all 22d, scevasorics

é-reimforced concrele fou yiatiou biou:

S0 kbl 1/4-3-2 ATT flat Luticne Nﬁ}ubd stael
storage taad

19 rolling line, 3" downcwwer, 4 API lunilag,
APl statrway, tar peper,2’ stacik valve
27 Ny e wtate Tax

.50
1.68
84, 180

487.03
4.0
481, 90

et 3

589, 00

350. 00
11. 60
591,80

8. %
.33
T. 11

187. 1%
3,16
160. 91*

%, 154,19
40,00

L, Lai, 48
267. 08

113,00
5,762, 11%




Lease Name: lreas Erowa No. 1

Page -8-
Invelee
e Deseriptien Amount
30163 Industrial Ce., 10-18-61
of 3-1/3" 10 rd nem LUK tubing 2. 764
Freight frem mill 04114 € 1.62 owt. 183,48
Moul %0 losation 75.03
2% K., Bales Tax 34.36
1, 747.37
30108 Industrial Supply Co., 10-38-81
Nigples, ¢lls, unicas, plugs and other mise.
ionings 100,27
3% N.M, Sales Tax 3.01
103, 30%
N1187 Unitex Eaginseriag Service, lnc., 10-38-61
Swabbing well 61.00
3% K. M, Seheol Tax 1.28
03.32*
THed Monareh Construstion Co., 10-31-81
Fill with water & giycol and backfill ditch 88. 70
63, 70
T8¢0 Memarch Censtrection Co., 19-31-81
Ceanect tank, clean & paint well head 318.50
318, 50*
J-10-1  Remisl of 2-3/8" tubing for drill cut string
woed for completion 023 thew 6-24 500. 00
500, 00+
J10-3 Drilling weil everhead for the period September §
thru October 33 (48/30 of $250) 383,18
383, 18%

J10-4 Direct salaries and auto expense charges
stake locstion and make settlemnent for

sairlace Gaowges 4 s, U V7,41 29,64
Auto expense 30 mi., ) 10g 3,00
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inveice

J10-4 Cont'd, Drilling engineer and geolegist, check
seamples %o TD and run casing 33 hrs. @ §0.¢1 334.38

m”u-&cm .00
Complotion enginser, érill OV teel CO te TD

and complete $8 hrs. € 7.41 414. 96
Mwﬂnﬁ.ﬂln 8.00
Produstion foremen, eloan well, potential tost,

clean up lesation, and set preduction

equipment 48 hrs, 3 4.¢3 313.64
Mow“-l.ﬂlw 6.9

904, 30¢

Tetal 339, a1, il




VERITY, BURR
& COOLEY
ATTORNEYS AT LAW
152 PETROLEUM
CENTER BUILDING

FARMINGTON,
NEW MEXICO

BEFORE 'THE OIL CONSERVATION CONMMIGSION
OF THE STaTE OF NEU HEXICO

IN THE MATTER OF:

THE APPLICATION OF

SOUTHWEST PRODUCTION COMPANY ) e
FOR 4N ORDER FORCE POOLING THE No. .+ =~ C
EAST HALF (E%) OF SECTION 22, )
TOWNSHIP 30 NORTH, RANGE 12 WEST,
N.M.P.M., IN SAN JUAN COUNTY, )
NE\/ MEXICO.

APPLICATION

Comes now the applicant, Southwest 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 o0il and gas leases
covering portions of the East Half (E4) of Section 22, Town-
ship 30 North, Range 12 Vest, N.M.P.li., in San Juan County,

New lMexico, the wvalidity of which is uncontested, and that it ~’
has entered into communitization agreements with the owners of
leasehold and fee estates in certain other lands situated in
the East Half (E3) of said Section 22, under the terms of which
communitization agreements the applicant is constituted as the
“Operator” thereof,

2. That it is the owner oi certain other oil and gas
leases covering various tracts of land situweted in the bast
Half (E%) 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 or perscns




VERITY, BURR
& COOLEY

152 PETROLEUM

CENTER BUILDING |

FARMINGTON,
NEW MEXICO

adverse to applicant’s lessors would, if asserted, be of no
force nor effect, but upon the contingency that such claims
might be made and be found valid, applicant desires that the
interest of any and all said persons be force pooled in ac-
cord with the Statutes of the State of New Mexico and the Rules
and Regulations of the 0il Conservation Commission of New Mexico.

3. That the mineral ownership in the East Half (E%) of
said Section 22 has been divided into numercus small and irre-
gular tracts and although applicant verily believes the leases
which it holds, together with the interests of other persons
with which it has entered into communitization agreements com-
prise the total mineral interests underlying the East Half (E%)
of said Section 22, there is a possibility that all of said
mineral interests are not either under lease to or communitized
with the interests of applicant, and, upon such contingency,
applicant desires that any such unleased or uncommunitized
tract also be force pooled under this application.

4, That applicant is planning to drill a well to the
Mesa Verde formation in the Northeast Cuarter of the Ncrtheast
Cuarter (NEZNE%) 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

e +ha "MNraratnsv? ~AF ~nid AnY A vt
o Ll R ORS et a WL N NenA MELLL Lo

v

dp
5. That there will be considerable risk involved in the
drilling of the above referenced well and that under the Statutes

of the State of Hew lexico and the Rules and Regulations of the

- 0il Conservation Comnmission applicant is entitled te and should

be allowed to take and rececive for its own use 7f/8ths of any and

"all production had from the above referenced well until such

' time as it bhas been reimbursed in an amount equal to 125% of its

ATTORNEYE AT LAW |

Page #2
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VERITY, BURR
& COOLEY

ATTORNEYS AT LAW

152 PETROLEUM

CENTER BUILDING
FARMINGTON,
NEW MIOXiICO

i

actual cost of drilling, completing, equipping and operating
said well plus reasonable compensation for the supervisiocn
thereof.

6. That the force pooling order herein requested is
necessary in order to prevent waste and in order tc 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 Com-
mission 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 force pooling ilhie Mesa Verde

formation underlying the above described land.
Respectfully submitted,
VERITY,, BURR & COOLEY,

T

ATTORNEYS FOR APPLICANT,
SOUTHWEST PRODUCTION COMPANY

1T1iam J.

Page #3
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R REPORTING SERVICE, Inc.

A}

V)

DEARNLEY-MEIE

PHONE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PALT

BEFORE THE
0O1L CONSERVATION COMM LSS TON
ganta Fe, New Mexlico

IN THE MATTER OF:

)

Application of Southwest Production Company

in an undesignated Mesaverde gas pool 1n

)

)

)

for an order pooling all mineral {nterests )
)

)

the E} of Section 22, Township 30 North,

Range 12 Wes¥, gan Juan County, New Mexlco.

)
)
)

CASE NO. 2416

EXAMINER HEARING




PAGE ]

- BEFORE THE
OIL CONSERVATION CCMMISSION
Santa Fe, New Mexico

October 31, 1961

EXAMINER HEARING

FARMINGTON. N
PHONE 325.1182

D
IN THE MATTER OF: )
)

Application of Southwest Production Company)

for an order pooling all mineral interests ) CASE NO.
in an undesignated Mesaverde gas pool in ) 2416
the E¥ of Section 22, Townshin 30 North, )

Range 12 West, San Juan County, New Mexico.)

)

)

BEFORE: Daniel S. Nutter, Alternate Examiner

TRANSCRIPT OF HEARING

R REPORTING SERVICE, Inc.

A
i

EXAMINER NUTTER: We will cali Case No. 2416,

MR. MORRIS: Application of Southwest Production
Company for an order pooling all mineral interests in an un-
designated Mesaverde gas pool in the Ei of Sectlon 22, Township

30 Mortn, Range 12 West, San Juan County, New Mexico.

DEARNLEY-MEIE

MR. COOLEY: William J. Cooley, VYerity, Burr & Cooley,

ALBUQUENRCUE N M
PHONE 2A3.6060%

Farmington, New Mexlco.
The apy.icant in this case request{s a continuance to
the Examiner Hearing that is tentativeiy set for Novemoer 29th

and since that nearing date is tentabtive, I would recommend tn

g




RVICE, Inc.

j
2

{
DEARNLEY-MEIER REPORTING SE

ALAUQUERQUE. N M
PAONE 243.6621

FARMINGTON N
PHONE 325.1182

T

PAGE

2

the examiner that Lhe case ve continued Lo the tast uxarinep
Hearing in November.

EXAMINER NUTTER: Case No. 2416 wili ve continued to
the last Examiner Hearing in Novemver, which wii W provavly uve

Novemver 29.

STATE OF NEW MEXICO )
) ss.
COUNTY OF SAN JUAN )

I, THOMAS F. HORNE, NOTARY PUBLIC in and for the County
of San Juan, State of New Mexico, do heredby certify that the
foregoing and attached transcript of hearing was reported vy
me in stenotype and that the same was reduced to typewritten
transcript under my personal supervision and contains a true
and correct record of said proceedings, to the vest of my
knowledge, skill and ability.

DATED this 7¢° _ day of Novemper, 961, in the City of

Farmington, County of San Juan, State of New Mexico.

O S
VR . e

" Notary Public

. A is
MY COMMISSION EXPIRES: by certity trot the J.O*-‘E%iigﬂgin
Teby A T IR i Y ISR LS+
LA g 1 do E?n'.a: rats s B “..\V SRt gczflé
Lé_ - '2 Q ( , a CU.;;)A- s e o \ ‘. L .
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e P
AR S S

Yo T ey

L Colniait VAT e

santa e, Liow

Noveruer 20, 1dol

EAAMINER HEARING

IN THE MATTER OF:
Applicatlon of Southwest Production Company
for an order pooling all nmineral 1interests
in the Easin-Dakola Gas ['ccl in the E/2 of
Section 22, Tewashin 39 North, Range 12 Vest,
vaa Juan County, ilew Hexico. Interested
parties ineclude Roy lectoy and .. G. sneloy,
toth of Flora Vista, w liexico, angd Hyrou T.
Dale, address unknowm,

CASE N,
2LL6

P S W N g e W NP g g

Application of Southwest Production Company

pooling all nineral interests irn an undesig-
nated Mesaverde ga

tion 22, Towmship

San Juan County, N

18 pool in the ©/2 of Sec- CASE NO,
30 Nerth, Range 1.2 Vest,
Net

4 Mexico.

o)

BEFORE: Daniel 8. Nutter, Examlner

TRANSCRILT CF HEARING

EXAMINER HUTTER: Ve will call Case MNo. 2L4¢C,

MR, VERITY: George 1., Verity, Verity, Burr & Cooley,

renreseauing e Applicant. TP fhe Commission cares to do so,

there is great siuilarity between Case No, 2446 30d Southwest

. wvar e NT 2 Ay it e N T . 3 eely 4 N 3 o 3 .
Commany's apovlication 2:41¢., T velieve we ight save tine 1if e
cring cvidence in boSh ¢cases ab one Line. DoLth cssas invelve &
3 £ Ty ey gl o .t B 1Y PR N =7 ~ade e . . “ e ..
Fast half of Section 22, Towmship 30 iorth, Range 12 Yest. e

R Oy
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Ao tenl o vegaes o oo o ol Lhe ast o ta Tl Lhe others
v, e TNy H B TR TN IR SRR PSR o
: re@ans el PO o DN LAT LNV eran,
b URERTY WUTPEL . e will eail Cases Nog. 2HBO ana
iy o415 a% this time.
Z=
. X \ - . . - N . - N PR
3 MR. WHITFIRTD: Case No. 2446: Avcolicatlion of South-
-
_ gg
s 59 west rroduction Compai.s for an order woollog ail winerali iluter-
S i
P~ o2 2 ey Al Nayes b L TN Ve ey My I Tty e RO AT Section 27 Ty -
o3ty in hne Masiio-Dalkiotn Tas Fool in the B2 01 Sectlon ao, 1ol
La)
O ship 30 Nerth, Range 12 "est, San Juan Couniy, Neow Mex'loo,
BN
Oas 2)11('.
‘ < Case No., 2410:
w an order poolling all
- 2: nated Mesaverde gas pool in the B/2 of 3eciion 22, Townshin 30
=
! [ Uoarth, Range 12 West, 3an Juan County, Heow Hexico.
arh
v QA MR, VERITY: Yo will ecall tir. Jack D. Jones.
. » E
* S} MR, VERITY: owar of insredustion as @ oorelivinary
Py
~9 ;ﬂ
:E statewent, if I ., the East halif of Sectlon 22, Pownshin 30
. B | -
N |
- ES orth, Range 12 West, falls within the area of Case No, 2845,
e ‘__1
Z unlon the CU‘“L._._ IS rlPaI‘d waerein
A acve spacing on the Hesaverde and in This 2z
[\
¥o gquesting that it te forco-poolied for Thao 320 acre giacing,
gw
8w
' $é ve have earaesil) regues’eg o Oommios o o ogrant. kY
oI
s
0t, we wWounid., »f ¢ , forax-vool To he L0D-acres Dot wnich
i el Ls lonatsd,
JAC D, JTES
callod e 2 witnessz, maving coco DU0aT G auors on o ooath, wac
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examised

and testii{‘ed aa followe:

DIRECT SXANMIIATL N

BY MR. VERITY:

5
&

Producti

the Xast
A
0
nan:

7y

ny owns the rajority o

Will you please state your name?
Jack D. Jones.
Mr. Jdones. what is yvour preseny occupation?

Independent leuse uan,

Have vou oeen erploved in vecent montis vy Southwest

r's)

on Company?
Yes, I bhave.
In San Juan Counity?

Yes.

Are you famiiliar with the land and lease si

half of Section 22, Towansiiic 30 Norin,
Yes, sir.
Can you state whether ov
the lease 1. the #ast halfl

22%

Range 12 Vest®

tuation in

-

00 Seuthwesy Froducition Conm-

of that

TN - N - 5 - <) -

Dot pit oaildl of the leascer

. X

Mo, © as oy,

vy, . . . = I La e de SR p IR . L . -T1. “ T .

dave oo oande el foris wo 2o tac, M, o d ilrs, Boo
T-n NI 3 e 3 ey $ ~ < ~ .
SN . RS S COURD RN 1. OYer - 32 e LS [N}
09

~r - 'y

‘es, [ nnve,




1Ly 0 1iv 1ren iy \E)‘t‘“’“; (,d Tt ;';' vy 4 TG v)
Bhete goinder fnou Dakoua well and Meshverde wello ooy oooBa U0
thao v
R ¥ A Julian  Unl'fer and Mitton Doca. 'y re. enar wnae 0l
: =
} -0 e
o 3w firsy name 1s.
3j . §§ Q If you will, vlease, tell us whether or ol yvouo have
% g S
f ) —~ been avle frow these various individuals to obtaia eliner thelr
= -
a9 &
i . . N s : B Teay 300 +
? &a Jjoluder i a Mesaverde and Dakota wel' or _easc frowm itnem?
i x A T fniunk vou should differentiale .elween ine Rectors
f @ and the Shelity situation. We did have these lands under lesse.
- E: There were f{our narcels iavolved. They are o.. the mrav,
=
3 (Anolicant!s Txhlivit No.
- e gg
X . . warked. )
g =
‘ i ~ .
S Q Directing your attention to BExinivlit 1, would you co..-
gg tirnue vour statenent with regard teo these different parties?
—
E; A Txhinit 1 is a olat showing the leasce status in The
' t
- ES east nhalf of Section 22, Tounship 30 Hovin, Hange 12 Vest.
3 Eg As I started Lo say, the leases which are designated
~ in the rignthand nargin, tracts 2 and 3 and tract 4 were all
Ta
R ;s :
Q o sode ilease fo Southwest and suosequent o the Ilcool hEaring we
°
W
3§ had nn tne Mesaverde, L was going over theses iseases 1.1 refere.ce
21
(Q
TO rornlin DenLiels, Toooted Ynnat ooshese leases. vnlen ware 21l
mo-ear reases, nrovided for Lhe na o ens o JE vonain o ad
ahoh roL by, afl e a8 Lhey Were SoC-Uear loases, oo
an wno had talien Lhese Cloases had stilicken The nrovigiol wihiien

4
KR
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N s ot s b et BT Lt
Y G e LT e ICRERARRA R Q¥ L LGt e Seten

~ 1
«
o o S o . . . .
o gere fataliy defecu: Ve iy nob extendod apd gonnded, {ae igasce
2z
2 o1l berid he. nls oocarved g ibaeq 00t S0 oY firsy hearing.
o
1

orepared 4. enduents af the 1eade wiiei exiteaded [ASEAI

for a vear and denalied the Laner in which one rova ties Were e

hos o Were sirned . whe MeCartneys wiio are

ity

C=1dwells T LrAach . SV rhat those 1a..d

veTe exﬁended a.ad are gihill s&h~leased.

The other TWO did not sign.

Q Wee arve e 0vner wo?

A Tihey would ve tne RecuOrsS and S..eluis.

i

Q They refased tO join in ne well?

A Yesg.

<, g there ANy ouner area wnere Souitnnest prodac »ion

Conpany nad sndeavored TO prtaln joinders in Linese UWO wells and

then oveen navle t©O do sof

and Coffew on the Map. iloon

A The 1temns aavked Miittbon

is in the NoT Liwielw of The Nortneas. giarier and Cofieys 1ands

PHONE

«Q a4y s €y it vy v - W Sy Ty U 3
Soutneast quarier. Je endzavored
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PHONE 325.1182

Lia

o lias

operaii- - oy sreenent

1 s
vl ?

A Yes, iy was,

i Have tier ade any late decision iy

eI nNot they woulg execute the agreement?

A I receiveq 3 call Monda nisne atoug 9:30 inro

taey decided noL Lo
over and deter:ineq that toer couldntt ars

EXAMINER WUTTER:  1s tiat Milton op Coffey?

THE WITNESS: Cofrfey,

EXAINER NUDTER: Is Hilton still in?

THE WITNESS: Neo. Coffey burportedl-: Spoke fo

Milton 3nqg himselr,

¥nat were the general provisi

anree:.enis

A It was that thev JO0in in the Arilling or

L

They would receive 123 K tle producst

vercent

located to their lands. Southwest Was 1o recei e 125 pe

Lne broporiionate c0Ss% vell sad gr vial vive, w11

L e
N )

QPDdiCElOZ EiOPCLTOL

Share or tite cost of arodaciion,

precared qnd st

“O whetierp

r Ltoth

ons of

well,

wne

inon gi-

recent of

ton andg

viieir
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| Lhes woodd rocelve ooty npeoraa g o s oaer e r e oy
| h A Toat'ts 0.,
- 0] And yoou Loink ihts tapossioie (o necotiate an sort of
{
: a satisfactory Joinder of tuese partics in tnig zetiony
| ___ £y
n ;= PR > N LA .
3 * 3 a Yes, [ do. Thney wuated e Lo lease the lands at $100
L v —
g - ;% an acre and 25% rovalty.
g i# \
- — Q Is that in excess of what is beling pald?
-
» Eg A Tt certainly is.
&
by
1
’ ~ ) Now, has Soutnwest Yrodaction Commany drilled a Dakota
- — gas weil In the ¥ast nalf of Sectloun 227
P C’)
- % XY Yes.
T
. A~ Q Where is 1t located?
- <
Ea A It is located in the Northeast of the Noritreast. It
- gg would bve Just a few feel south of the lLittle warcel on the ex-
Eg nitit noted one.
Py
;g 8} Is this well now a co-pleted producer?
>; A Yes, it 1s.
L €3
Eg Q Do wvou know approxiaztely wnen 1t was conpleted?
ES A It was zonpieted seversal nmonths ago.
N i
Eg Z3 Q In August of tols jear, positoly?
wom
3 9
g n .. ‘2
¥y A Yes, 1L cozia we.
a4
20
33
< 5 Uag Soutniwest srodictlion Conpan: dril od and 2o ulcted
2 Fesaverde well i Lhe Yoot hald o Sccbion 227
A That wousld se o Lhe =rovws iease, LU wWoixd bLe L the
Socthmest of toe Soviheast guarter [ sT osoutn of dne vatlzoad
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risnt-of -way there.
a Has 1t Lee.. conpleted as a vroducer?

- A Yes. Uoblhr wel:o nave veen couwleoted as wel:s capable
£y of preoducling gas. 1 don't velleve elther one of them are pro-
is
£a | ducing
e " L&E-)-

: 10 Q Are youa fa.illar generally wlth the drilling and com-

- ~~ pletion of oil-gas wells 1uv this viecinits?

"
& A Yes.
- X
o Q Do you know whether or not it is a2 hazardous undertak-

h %) ing?

) &)

- E: A Yes, I velieve any tiwe that you drill you assume 2

=
o risk cecause of any number of unforseen situations.
el
QL Q Are the San Juan sards unpredictzile in these two fora-
< ations?
= A Yes, I think that 1s aptly proven bty Ur. Wlederkenhr,
=
. :E the previous witness's testimony, as resards to llesaverde wells
1
- ES in this Section 22. You nave the Gle:: Turner well and then the
N o} ~ W17 Ty B *r L P RS | 3 FEEN N . .
E: Erown weil., Youi'd think rou'd have a good well, the Brown well,
< .. coing 28 elose as iu owas Lo ne Glen Turner well, oub 14 was far
(5
S
Cl G Yroo veint a eas woell.
29
g N
Su . . .
ez 5 Do you nave an opinion 28 L0 1no aioial of hazard with
5d
relation o Sthe cosy of o well?
R tniolk -
- Do yoi1 have an ovinisn as (o She oercenbtsoe ol zzard
ot o Lhore iz inodeitling oand corplating o well Lo Lhe Dakoia and
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YMesaverde for ations and in that vicinitn?
A I think 220 wesld ce a1 0 Lalwmwey, mesell, vecause 10's
- Just na~d to say waat the rilsk factor ‘o cal Lnere are so cauy
- iy thrings that can go wrong that [ou never Know wWhether or aot you're
-
' ze going to have a well until you have actually drilled and co.pleted
"
e §g
S 9 a well.
g -t
s ~ Q Do yo2x have anything else?
o
@ Lﬂ
- A I believe the applicatlon talks auvoul the streets and
N
% x alleys and their efforts to lease the streets and alleys. Ve
- = . .
. U have wade the streets and have not vet teen avle o conclude our
- Z negotiations, but Ity still conducting negotiations on those
- B
" streets and alleys.
T
- a Q So far, nas there been 2 refusal?
- =
< A Well, I Pirst offered to lease and then 1 started doing
o
2 €3] sore wwore studring on this matter., I cane o the conclusion that
2
"
= the county 4did not own the streets and aliewvs so [ withdrew ny
v
= E offer to the couanty, The county nas now advised 2 that they
’< 2ra asserting clai.. to those streets and alleys. In my opinion,
;. 1t 3till remains the game, that the, do not own thom, »al we nhave
3] z-§
Q ¥o re-opened nesosiaiLiondl,
gc\'
3% 3 Yo ngven! o ale vE ey et
go L, 144V \ G2 2 o £ 4 i U(,‘»J.
L
<9
\ g tts right,
VIV, WEBRITY: Thatlls oall,
IRt SRR
PRES
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the west, proceed northr up
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Ho,  Plie onap shlowe .

It would

Y
[0}
4

-

core down

the road

the

o

. o
thien would ¢
at sooalil e

.30 acres would conprise 211 of those

That's rignt;

to the east thersof, which

Tract 3.
Just iLruediately --
How

many acres are

Ioa)

&)

.36 of an acr¢

Is Fr. Snelby's name

(D)
.

-

[
f

4nd the Shelby

there

interes

WO,

T

¥y
9

v
i,

road

P!

is

is -arked Tract 3.

and nis

Jiddle

the one

frou

You

wife?
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- How avont onfilery

A His e 's Julian.

",

N.

Q How .nany acres are 1 hiisg interescy

u

A Well, Cofiey has veen disputi.g the acreage of his land

FARMINGTON,
PHONE 325.1182

for the last fifteen vears with all of his

sl

driven of'f with o .o and nas ween atio oolir; o stake otrer

veople's property. 1 nhave czalculated 1t .abthenatically and with-

= &

in the fernce there are less tran lC acres. He's claiming sixteen.

EXAMINZR NUTTER: How @any do you suggest ve force-

il
£ i%.
- THE WITNESS: All of it.
" 9 (oy Mr., Merris) Me, Jones, yoo au:gest forces-dooling
’ the Rector interest, Shelvy interesy, ililtonr InfTerest, and the
| Coffex interest, and then --
.
A The Dailey interest which 1 haven't digcussed vetb.

DEARNLEY-MEIER REPORTING SERVICE, Inc.
Eg

ALBUQUERQUE,

o) dould you toll e 2U0uy . Dalluyis Loloresh, pluadse’?
2z
i v a - B .

\ Ve wonld 1ilie fo forco-monl Dallel's interasi on e

foo le orobther

PHONE 24,6691
-
/

Da at Goeoyce Datles had g power-oT-atinrney fro rotner,
- -t N . 3 ey C e vyt s N g T It ey -
t‘;-]’/'"’)’L i, 0o ovned (Lu‘:',? i gk, Sip,oain ‘.,Z.G,(,‘ SO Lo eyl f)i).)&,‘]“'

af -zt tor.e o ennve o lagnd o ntosell.  Souvscadernitly, ne sola

P s P L . . A H P N -, < Lot ey
oo lznd to anoihier nerson, reaservine nal arent i e iineral

924
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MEIER REPORT ING SERVICE, Inc.

DEARNLEY-

ALBUQUEROUT,

g0, WC QLeStXOqu wpethel

1ands. 1 have uthempted o et Sron

prothel so thab we co1d oortaty IR . el e’ et 2 teadte {rom

iy Myron H. Dalley, and M. Dalley nas refused Lo suoply € Wwith

i-

.0

[ that inforwation- Ye 1S 1o Alaska. FVEod H. 18 sowewnere i

10 N . . 5 N <

£z Alaska. That's the only Lnformatlon 1 nave seer: able Lo develop:
“

Q@ yhat 18 Lne cxhent of tnc Dailey iuterest?

A A nalf interest M 13 acres, ©F (.} acves.

Q You stated that You nad nade ofrorts LO 1ease bhe
streets and alleyWays. How many acyes are Lavolved in those
streets and alleys”?

A Approximaielg 5 acres.

9, And yow nave nade efforts to lease phatb acreage in
spite of the veitef rnat the County'® claim TO that - ineral in-
perest is anfoanded?

A That's ¥! 1C .

Q You nave e railroad I ng-of -¥au yeased?

z—-
i
i3

A Tnhat

ﬁ??ﬂt

PHONE 203




cliovo 3L wWoid o Le oy oo e g 4 e, Lo i AT I
o Can voo stabe why Soabivest Urod el o Coacans ditd oot
— oring a foree-poolin apvlication ceoverio this land veflore thoese
N two wells were drilled?
y b
z -
gs A As I said, we were Lo the process »f negotlatiog., Ac-
m
e §w
. §§ tually, we had negotlated and prepared operating agreezents with
. g :n
" =~ Milton and Coffey and had their veruval agreeuwent that they would
S5
o execute. The cther lands we nad under lease. the Rector parcel,
RN
. <% “he Shelby parcel, and the other tuo parcels in there aad we have
- =
: n an operating agreenent lease on the Dalley parcel. We were at-
s - E: tempting to get the necessary curative instruments. I worked
Py
. &.
» e out the arrangement with George Dailey that in refturn for our
P ~ 9
¢ " - agreeing not to drill upon that lease -- because he desires to
- -
R~ build a howme itnere --- fthat he would proceed to get sucn curative
o
o €3] instruments signed which were furnished nim,
=
:5 M, VERITY: The No. 1 ZProun vwell whicn is a Mesaverde
L
ES well was cornpleted the 10th of Septeuver, 1961,
E: Q (oy Mr. Morris) Mr. Jones, do you feel that you have
< ;. ade fair and reasonable offers to lease all of the interests
CANSA
o
Q §o which Southwest se=ks to forece-nnnl?
EN
§g A Veg: and We Wilill vrocvavly contlnaue o attemoil Lo lesse
23
then,
9] It the Coumission gsnounld see {10 Lo addrovae 7our ad-
plication and ‘' 1L should grant a rerece:tage of $he well nosis
in this ease Lo ve withreld out ol vraduet . an For 2ost ol super-




DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE

N, M,

FARMINGTON,
PHONE 323.1182

L

g

PHONE 243.6601

PAGE 11

vision, wnat figare would ;ou reco . .end ve withneld for cosg of
supervislon?

A It should e somewhere in the neljhlborhood -- 1t
snhouldn't te less fthan 10% of the cost of the well.

8] Do you vase that figure on anvtning in particular?

A It's Just a pood roind {igare. I vase 1 on my ex-
perience, my prior experience wWith the wells.

Q Do you believe that allocation of the cost of super-
vision based on percentage of well cost is a reasonable basis
for the establishment of such cost?

A I believe that vour well cost could bte reduced to a
percentage of the cost. However, I imagine we would be satis-

fied if you get what{ 1s a reasonable [igure.

[t}

D

”

) Will Scuthwesi rroduction Company ve willing te submit
to the Commission itemized schedules of the well cost on the

Dakota well and on the lesaverde well?

A I have ftallicd to them 2bont that and fhey said fhaxn
the:;; would ve happy to do so.
MR, MORRIS Pnat's all; tnank wo.:,

SKXAINER DUTTHR:

) e, Jores, do the varioss @ 'neral interests as they
stand, elther leased, unleased, or i giesting, are they idern-
Lical a8 far as Lo Mesaverde ana Dalo welle ars conoceron?

4 o, slr, 258 220 -anre G000 .
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325, tg2

FaRMingy,
PHONE

A It wo
Q
A

uld €Xclude

a portion
4 bortjon of Dailey

's interest?
Yes .

2 hoy "Uch o Coffer's interest and
noy uch op Dailey's interest Woulg Y€ ineg ded or Wwoulg oy
JUSt have to interpolate 04 the gpe

A I

Wouldg Nave to -nterpolate.
Q I SUviinga e Coryns
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Pyt devermination T Lo eveal HLonnioadd o ce o aneensney,

MR, VERITY: Ve feel thal vooriogs wilt rosasd to Loe
interest of thesc¢ vartices cshold not e speeific witin recard to
¢ acreage vial we have calcalated, recase tlese cx e o
error. YWe have ade them as accarate as we hoow. e feel we are
entitled to force-poel the interests regardless of wnat Cofley
contends in his case or what his neizhiors cuontend, and with re-
card to the others, whether our figures are accurate or whether
they arc smaller trhan the Urac amounc.

FURTHER CRUSS EXAMINATION
BY EXAMINER NUTTER:

Q Mr, Jones, would you ve able to furnish us with

A Yes, I can get that.

Q You have stated that Milton and Coffey had declined %o
sign the agreement wnhich you tendered them and he made an offer
to you to lease a proverty for $1C0 an acrc and 25%2

A They wanted to know if [ would lease it for 3100 au
acre and 25% royalty.

S Yu. 03213 thei vou nad made rezsonable offers o then.

Hhat was 1t?

e T B e A e Tl 2 e ey ] . YRS oy Y e or T
h Yes, o uwoid then P they insisted on 250 royaliy o'd

see 1P 1 could gelt the courzny Lo pay them,
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PAGE 17
G And tliey have declined your offewy
A Un to the present tlae.
EXAMINER NUTTER: Thank you.
MR. VERITY: 1 offer Exhlbit 1 iu evidernce.
EXAMINER NUTTER: Applicant'sc Exhibit 1 will be entered

in evidence in Cases 2446 and 2416.

If there s nothiing fMirther, we

advisement.

will take the case

ander
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STATS I HEW VEXTO

COULTY CF SaAN JUAN

1, THOMAS F. HORNZ, NOTARY sURLIC 1o and for tne Co:nty

FARMINGTON, N, ™M
PHONE 323-.118B2

of San Juan, State of New Moxico, do hereby certify that the
foregoing and attached transcript of hearing was reported by
me in stenotype and that ithe same was reduced to typewritten

transcript under ..y personal supervision and contains a true

*
LA

~ Wr W W W Y W Wy wr WW W "W "W "W "w W

—~
oy

and correct record ol sald proceedings, te the best of uny

knowledge, skill and abpility.

D Memee L sterne

Notary Public

My Comrission explires:

October 2, 1965

ARNLEY-MEIER REPORTING SERVICE, Inc.

DE

ALRUQUERQUE, N, M
PHONE 243.G6641¢

I do hersby certify that the foregoing 19

a conplaie recerd of the pomedizni‘}/izdz4¢4

i £ Case oA
the Exzuiner hearing/or Lise
heard by e or‘//z7/. 19. /
- R ./f——ﬂ-

¥

New Hext

k]

A






KELLAHIN aAnp FoX

. .
ATTORNEYS AT LAW NN OFFPE 0oe
B4% KAST BAN FRANCISCO STRELY l"
JASON W. KELLAHIN POST OFIICE BOX 173 , san-s308 -
ROBERY K. FOX SANTA PE. NEW MEXICO 1583 Ocp 13 p. sea-asm

1:19

Decemberxr 12, 1943

M: S¥WP-36 Ollis Bullivam Be. 1
‘San Juan County, ¥Wew Maxise
Juliam Coffey Intsrxest

Dear Mr. Drisocoll,

This will acknowledge receipt of your check covering reyaisy
interest faor the sales of distilliate on the above wells ia

the amownt of §29.75. This ia apparestly based on & tea~
agre intarest. \

Although Mr. Coffey has already negotiated this check, Mx.
Coffey claims, and on the basis of his deeds and s .

I balisve will be able to establish he actually owms 1
acres in this trzot. At the time of the hearimg on forced
podling for these two walls, Mr. Coffey's intarest was byought
ts your attentiom. For this reason, Mr. Ceffey cannot be
expected to.sign a divisic: Oo2der showing a lasser interest
than that actually heléd by him.

=g Y O €2

In compectici with thia matter, we have writtem you om

October 3 and Novembder $ SSRing fOr an aciSwmiting of the oy~
alties owsd to Mr. Coffey; and to dats, w bhave recsiveionly

a statemant on distillats production, with your letter of
Decenmber 5. In this commsction, you have not complisd witl:

tis provisions of tha orders force~pooling the mineral fnterests
wndex these lands, and we again ask you for an acoounting of

and payment of the royalty intereet owsd to Mr, Céffey without
furthar deliny.,

Very truly vours,

JASOM W, KBLIAHIK

9% sinR8
co - Mr, Julian Coffay
1) conpervation Cosmission of Haw ¥axico
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southwest Production ComMpany
3108 southland Cemter
Dallas 1, Texas

M: Ollie Bullivan well %o, I,
Irene Byrown Wsll,
2y, 8@ac. 22-30M-~21W,
o San Juan County, Bew Mexico,

¥

Gentlenmen

On Octeher 3, 1963, I wrote asking for an accounting on productism
froe the adove wells om hehalf of Julian Co. '3, & non-coanatm
owner whom you forced-pooled wnder t»: provisions of Ordsr Mo.
=2008~3, and A=21%51-A,., To date we have not “warxd from you in

osaneatien with thias requast.

Xr., Co is entitled to a ane—-eight royalty interest for that
part of production attribut@le to his zoreage, and ws vequest’
that you maks an immediste accoumting for this, as requested in

oir lettasx of Oatcberxr 3.

Very truly .yourl ’

=5 9 O 2

JASON W, KELLMIIN

Juik rming
ea: OCil Comssrvation Commission of New Nexiso

Mr, Julisn Cofley
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Decemder 4, 1963

Mr. Jason W, Kellahin

Attorney at law

S4 1/2 East San Francisco Street
Santa Pe, New Mexico

Re: SWP-36 Ollie Sullivan No. 1}
SWP-40 Irene Brown No. 1
San Jusn County, New Mexico

Dear Mr. Kellahin:

Refersnce is made 0 your recent correspondence relative teo My,
Julian Coffey's interest in the above.described units which were force pooled
under orders of the New Mexico 0i) Conservstion ommission No, R-2068-B snd
R-2151-A,

¥e forwarded to Mr, Coffey our division order on SWP-36 dated
June 1, 1962, and the division order on SWP-40 Jated June 4, 1962, Mr, Coffey
did not reply to either of thess Jletters forwarding the division orders.
Accordingly, the processing of funds wag dJdelayed.

I¥ 1t is your desire, ws will issue instructions to El Paso
Katursl Gas Company, which is the puichazsy of gia and is holding the gas funds,
to forward the gas royalty interest to Mr, Coffey.

In the meantine, in cordor to expedite motters, we cenclose our check
No. 1919, ccvering Mv, Coffoy's share of rovalty interest for sales of distillate
from first production thvough August, 1961, As you will note, the check reflacts
total production through August, 1uol!, us foilows:

SHP~36 Ollie Sullivan Weil
2,859,726 3bls $324,53 Taxes €5,877.18 Net $23.35 royalty

5HP~40_I{§D§ Brown No, | Weill
0073 86T ‘ T 31,87 Taxes €1,639,46 Net § 6,40 roysity

We ais. wish to advise you that Southwest Production Company sold

. its tnterest in those properties to Beta Develosmasnt Cormpany, P, O. Box 1659,



e o ~ . i A - sl e s G [ .- - . > R R,
Mr. Jason W. Kellahin = =
rage -2- : ¢ -
December 4, 1963 o R
Midland, Texas, as of Septewber 1, 1963, Puture distributions of foyllt;%fion

distillate sales will %3 Fiade by Bets,

Presumably El Paso wiil cowginue to
distribute gas royalties, -

Sincerely yours,

Joseph P, Driscoll

PO ac
Encl,

cot oy laxico (1 Coaservation Cosmiagion
My o Julian Toffey

¥




July 19, 1962

The Citizens Bank of Aztec which maintains offices
in both Aztec and Farmington has been designated as the
escrow agent by Southwest Production Company. Any
proceeds from production from forced pooled property
which are not disbursed for any reason will be placed

in escrow in this bank.

See letter from Joseph P. Driscoll, Southwest Produc-
tion Company, Dallas, Texas, dated July 16, 1962, and

filed in Case No. 2600.

(Cases Nos. 2415, 2416, 2446, 2452, 2453, 2600, and in

Wos . 2343 and 2381)
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ﬁ BRFORE THE OIL COMSERVATION COMMISSION
| OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OXL COMSERVATION
COMMISSION OF MEW MEXICO FOR !
THE PURPOSE OF COMSIDERING: !

CASE Ho. 2416
Order Mo. R-2151-A

|APPLICATIONR OF SOUTHWEST PRODUCTION
’COMPAﬂY POR AN ORDER POOLING A 320-
{ACRE GAS PRORATION UNIT IN THE FLORA
VISTA-MESAVERDE GAS POOL, SAN JUMAN
’W' uﬁ' EGXI-N.

! ORDER OF TEE COMMISSION
HE S5I0N:

This cause came on for hearing at 9 o'clock a.m. on
February 14, 1962, at Santa Fe, New Mexico, before the O0il Con-
servation Commission of New Mexico, hereinafter referred to as
the "Commission.”

WOW, on this_ 18th day of April, 1962, the Commission,
a quorum being present, having considered the tastimony presented
and the exhibits received at szid hearing, and being fully advised
in the premises,

FINDS:

(1} That due public notice having been given as required by
!law, the Commission has jurisdiction of this cause and the subject
wmatter thereof,
| {2) That the applicani, Scuthwzst Praduction Company, seeks
Han order pooling all mineral interests in the Flora Vista-Mesaverq
wGau Pool in the B/2 of Section 22, Township 30 North, Range 12 Wegg
( XMPM, San Juan County, New Mexlico. i

I

, (3) That the applicant has made diligent effort to 1dentify1
1and to locate all owners of interest in the proposed proration
’unit.
& (4) That the applicant has made fair and reasonable offersy
'to leage, to obtain quitclaim deedg, or to communitize with

espect to each non-consanting interest owner whosa identity and
ﬁaddress is known.

i (5) That although the applicant has made fair and reason-
'able offers and has been diligent in its efforts to form the

xpropoaed proration unit, there remzin non-consenting interest \
“ovmers in the subject precration unit who have not agreed to the i
~pooling of thelr interests,
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©a&s a percentage of well costs; accordingly,
'be fixed as the cost of operating tha subject well, and each non-

iunit an itemized schedule of well costs within 30 days following
‘the date of this order.

'CASE No. 2416
'Order No. R-2151-A

(6) That to avoid the drilling of unnecessary wells, to
'protect correlative rights, and to afford to the owner of each
interest in said proration unit the opportunity to recowver ox
receive without unnecessary expense his just and fair share of
‘the gas in the Flora Vista-Mesaverde Gas Pool, the subject appli-
catioa should be approvcd by pooling all interests, whatever they
may be, within said unit

(7) That the applicant proposes to dedicate the subject
proration unit to its Irene Brown Weall No. 1 located in the
SW/4 SE/4 of saild Section 22, which well has been completed in
the Flora Vista-Mesaverde Gas Pool.

{8) That the zpplicant seeks permission to withhold the
proceeds from ion attributable to each non-consenting
working interest until such time as each interest's share of the
costs of said well have been recovered, plus 25 perceant thereof
as a charge for the risk involved in the drilling of the well,
plus 10 percent therecof as a charge for operating costs,

(9) That the applicant should be authorized to withhold
the proceeds from production attributable to each non-consenting
working interest until such time as each intersst's share of the
cogts of said well have been recovered, plus 25 percent therecf
as a charge for the risk involved in the drilling of the well.

{10) That it is improper for operating costs to be assessed
$75.00 per month shoul

consenting working interest owner should be assessed with his shar
of such cost, to be paid out of production.

(11) That the applicant should furnish the Commission and
each known non-consenting working intereet owner in the subject

(12) That any non—consenting

kn qﬂ‘nuﬂnﬂ
e

working interest owner should

hde nhanwa A&
A -t bt d A

~ v 4~ nal
~

L o
[ $3 rrv&uuu&u; ~

.30 days from the date the schedule
by the applicant in lieu of paying

1A11 ~enmd e rad eVnd
PRS- LR AT DR - 08 9 - ¢ §

of well costs 1s furnished him
his shara of costs out of pro-

~ duction.

‘escrow in ¢

(13) That all proceads from production from the subject
‘well which are not disbursed for any reoson should be placed in
San Juan County, Wew Mexico, to be pald to the true

Towner thereof upon demand and proof of ownarship.

{(14) That Southwest Production Company should be designated

' the operator of said unit.

‘on December 21, 1961,

{15) That Order No. R-2151, previously entered in this case

should be superseded.
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Order No. R-2151-A

IT I8 THEREFORE ORDERRED:

| (1) That all mineral interests, whatever they may be, in
{the Flora Vista-Nesaverde Gas Pool in the E/2 of Section 22. Town-
ship 30 Noxrth, Range 12 West, HMPM, San Juan County, Bow Mexico,
are heredy pooled to form a 320-acre gas proratiom unit. Said
unit shall be dedicated to the Irene Brown Well No. 1 located in
the SW/4 SE/4 of said Section 22.

(2) That Southwest Production Company is hereby designated
the operator of said unit.

(3) That Southwest Production Company is hereby authorized
to withhold the proceeds f£rom production attributable to each non-
consenting working interest until such time as each interest's
shaxe of well costs have been recovered, plus 25 percent thereof
as 2 charge for the risk involved in the drilling of the well.

(4) That $75.00 per month is fixed as the cost of operating |
the subject well, and Southwest Production Company is hereby i
authorized to withhold from production the proportionate share of
such cost attributadble to each non-consenting working interest.

(5) That any unsevered mineral interest shall be considered
a seven-eighths (7/8) working irterest and a one-eichth (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 to be paid out
of production shall be withheld only from the working interests'
share of productiom, and nc costs or charges shall be withheld
from production attrxibutable to royalty interests.

(7) That the applicant shall furnish the Commission and
laanh Tweowwn non-conranting working interest owner in the subject i
unit an itemized schedule of well costs within 30 days following

“the date of this orxder.

"
i
I {(8) That any non-consenting workiay ianieresi Hwuer shall
Nhave the right to pay his share of well costs to Southwest Pro-
,quction Company within 30 days from the date the schadule of well
lcosts is furnished him by Southwest Production Company, in lieu ?
”of paying his share of well costs out of production. In the event
any such owner elects to pay his share of well costs as provided
nfor in this paragraphb, he shall remain liable for operating costs
‘%-t shall not be liable for risk charges.

(9, That all proceeds from production from the subject well
which are not disbursed for any reason shall be placed in escrow
in San Juan County, New Maxico, to be paid to the true owner

hereof upon demand and proof of ownership. The Commission shall
notified ag to the nawe and address of salid sscrow agent. i
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Orxrder No. R-2151-A

{(10) That Order No. R-2151 is hereby superseaded.

{11) <That jurisdiction of this cause is retaimed for the
entry of such further orders as the Commissicn may deem necessary.

DOME at Santa Fe, New Maxico, on the day and year herein-
above designated.

STATE OF MEW MEXICO
OIL CONSERVATION COMMISSIONM

A Qo

MRCHEM, Chairman

A4 ).

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




JOsSEPH P. DriscoLL

New Mexico 0il Conservation Commission

Box 871

Al A e o 2556
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SOUTHWEST PropDUCTION GOMPANY

3108 SOUTHLAND CENTER o
1 ¢&

«3|n

Dactas 1, TexagY 7 Fil

JOHN H. HiLL
RIVERSIOE 8-8388

May 15, 1962

Santa Fe, New Mexico

Re: GSWP-36, Case No, 2446, Order No. R-2068-B
(Forced Pooling, Ollie Suliivan Well,
E/2, Sec. 22-30N-12W)

Gentlemen:

Reference is made to the above-described order of the New

Mexico 0il Conservation Commission providing for the forced pooling
of all mineral interests, whatever they may be, in the Basin-Dakota
Gas Pool in the E/2 of Section 22, Township 30N, Range 12W, NM.P.M,,
San Juan County, New Mexico, and the dedication of such unit to the
Ollie Sullivan #]1 Well Jocated thereon,

Pursuant to such order, there is attached an itemized

current schedule of well costs., A copy of this schedule has been
sent to each known non-consenting working interest owner in the
subject unit, in accordance with order. Each such person has been
advised of his right to pay his share of costs in such well,

JPB/a

encls

Si eggg;)yourS. - ~\~i£;;L,~__§«_
k vl
. o



- VERITY, BURR & COOLEY V

Lo ‘« * ATTORNEYS AND COUNSBELORS AT LAW 4
v . vt SUITE 152 PETROLEUM CENTER BUILDING $
. i BTN FARMINGTON, NEW MEXICO
GEo, L. v:‘x\v ’ a Yy
ril 24, 1962
cUPIBunn. Jn, P ‘ TELEPHONE 3251702
\ﬂq J COOLEY
Y

MNOAMAN 8. THAYER

New Nexico Cil Conservation Commission
Pc U Box 871
Santa Fe, New kexico

Re: Interpretation uUrders Kos. X-2008-3, X«2150-4,
R-215l-4, and ik-2132-i,

GCantlemen:

This will acknowledge receipt of copiss of each of the above referred
to Orders.

Paragraph 1(C of the Findings of each of these Urders provides as
follows: “That it is improper for operating costs to bs asseesed

as a percentage of well costs; accordingly 375.0( per month should
be fixed as the cost of cperating the subject well and each none-
consenting working interest owner should be assessed with his share
of such cost, to be paid out of production.” Paragraph 4 of the
Ordexr of each of the above referred to Urders incorvorates the above
Findings intc the Order rortion of each {rder.

It {5, of course, obvious that ihe specific portion of the Orders
referred to is making reference to supervision costs as there are,

of course, many direct operating costs, and I am advised by Mr. R. 3.
¥orris, General Counsel for the Commission, that this is what is
intendad by the language used, and, in light of this interpretation,
Southeast DProducticn Company el eﬂﬁo‘rﬂ' thir portion of the Orders
and make charges tc the reswvective vells wccmrainalj

Yours very truly,

VERITY, DURR & CUGOLEY

GLY [k
cer  lHew 197100 011 Consorvation Contission
aateq, hew Mexico

cGoutiviest Preduction Loopany
Dallas Pl Taxis



GOVERNOR
EDWIN L. MECHEM
CHAIRMAN

State of Fefo Wexicn
© il Eonserbation Commission

STATE GEOLOGIST
A. L. PORTER, JR.

LAND COMMISSIONER
E. 3. JOHNNY WALKER
MEMBER

p. 0. BOX 871
SANTA FE

apxil 19, 1962

:i'iu. puzz & &m ORDER W-WA and
ALLOTROYS at Lane APPLICANT:*'zlsp“

153 Petrolews Canter puilding :
yaraington, Bew Mexioco W Y

pear Sir:

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

very truly yours,

DL Tt o

1.. DORTER, JI.
Secretary—Director

ix/
carbon cOPY of order also sent to:
Hobbhs OCC__%

Artesia occC
AztecC ocec  #

OTHER My . Howaxrd Brateoen
' Mr. Geosge gelingex

Mx. Guy Buell and Mr. Garrett whitworth

%

SECRETARY — DIRECTOR



No. 5-62

DOCKET: REGULAR HEARING - WEDNLESDAY - FEBRUARY 14, 1962

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

ALLOWABLE: (1) Consideration of the oil allowable for March, 1962,

(2) Consideration of the allowable production of gas for
March, 1962, from ten prorated pools in Lea and Eddy
Counties, New Mexico, also consideration of the allow-
able production of gas from nine prorated pools in
San Juan, Rio Arriba, and Sandoval Counties, New
Mexico, for March, 1962.

CASE 2415: (De Novo):

Application of Southwest Production Company for a hearing
de novo in Case No. 2415, Order No. R-2150, relating to the
force pooling of mineral interests in the Basin-Dakota Gas
Pool in the E/2 of Section 14, Township 30 Narth, Range 12
West, San Juan County, New Mexico. Interested parties in-
clude the unknown heirs of Abas Hassan, the unknown heirs
of D. M. Longstreet, and Robert E., Alice L. and Samuel G.
Goodwin, or their unknown heirs,

\CASE 2416 (De Novo): f
: \ Application of Southwest Production Company for & hearing /
\ de novo in Case No. 2416, Order No. R-2151, relating to the /
force pooling of mineral interests in the Flora Vista—Mesa—f

verde Gas Pool in the E/2 of Section 22, Township 30 North

: .
, ‘ Range 12 West, San Juan County, New Mexico. Interested /
‘ ‘ \ parties include Roy Rector, O. G. Shelby, Dwight L. Millett)

1 Myron ii. Dale, George . Dale, and Julian Coffey. f

CASE 2446 (De Novo):

Application of Southwest Production Company for a hearing
de novo in Case No. 2440, Order No. R-2068-A, relating to
the force pooling of 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. Interested parties
include Roy Rector, O. G. Shelby, Dwight L. Mi1llett, Myron
H. Dale, George T. Dale, and Julian Coffey.
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CASE 2453: (De Novo)
Application ot Southwest Produciion Company for a hcaring
de novo in Case No 2453, Order R-2152, relating to the
force pooling of mineral interests in the Basin-Dakota Gas
Ponl in the E/2 of Section 7, Township 30 North, Range 11
West, San Juan County, New Mexico. Interested parties
include Harold M. and Maleta Y. Brimhall.

CASE 2494: Southeascern New Mexico nomenclature case calling for an
order creating new pools, extending, abolishing and contract-
ing certain existing pools and changing pool name in Eddy,
Lea and Roosevelt Counties, New Mexico

§ (a) Create a new gas pool for Devonian production, desig-
: nated as the North Bell Lake-Devonian Gas Pool and described
as:

TOWNSHIP 23 SOUTH, RANGE 34 EAST, NMPM

Section 6: SE/4

(b) Create a new gas pool for Morrow production, designated
as the Cedar Lake-Morrow Gas Pool and described as:

TOWNSHIF 17 SOUTH, RANGE 30 EAST, NMPM
Section 36: NE/4

(c) Create a new oil pool for Seven Rivers production, de-
signated as the East Empire Yates-Seven Rivers Pool, and
described as:

TOWNSHIP 17 SOUTH, RANGE 206 EAST, NMDPM
Section 27: S/2

(d) Create a new oil pool for Devonian production, designaied
as the North Justis-Devonian Pool, and described as:

TOWNSHIP 25 SOUTH, RANGE 37 EAST, NMPM
Section 2: NE/4

(e) Create a new oil pool for Delaware production, designated
as the East Mason-Delaware Pool, and described as:

TOWNSHIP 26 SOUTH, RANGE 32 EAST, NMPM
Section 1l6: SW/4
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(f) Create a new o0il pool for Queen production, designated
as the West McMillan Seven Rivers-Queen Pool and described
as:

TOWNSHIP 20 SOUTH, RANGE 26 EAST, NMPM

Section 11: SE/4

(g) Create a new oil pool for Seven Rivers production, de-
signated as the Palmillo-Seven Rivers Pool and described as:

TOWNSHIP 19 SOUTH, RANGE 29 EAST, NMPM
Section 18: NW/4

(h) Create a new oil pool for Bone Springs production,
designated as the Quail Ridge-Bone Springs Pool, and de-
scribed as:

TOWNSHIP 19 SOQUTH, RANGE 34 EAST, NMPM
Section 21: NW/4

(1) Create a new gas pool for Morrow production, designated
as the North Quail Ridge-Morrow Gas Pool and described as:

TOWNSHIP 19 SOUTH, RANGE 34 EAST NMPM
Section 7: NE/4

(j) Create a3 new gas pool fer Pennsylvanian production,
designated as the West Tonto-Pennsylvanian Gas Pool and
described as:

TOWNSHIP 19 SOUTH, RANGE 33 EAST,  NMPM
Section 18: Nw/4

(k) Create a new o1l pool for Pennsylvanian production,
designated as the North Williams-Pennsylvanian Pool and
described as:

TOWNSHIP 13 SOUTH, RANGE 32 EAST, NMPM
Section 16: NW/4

€1) Change the name of the Greenwood-Wolfcamp Pool, Eddy
County, New Mexico to Shugart-Wolfcamp Pool, Eddy County,
New Mexico, comprising the following described acreage:



(n) Contract the Empire (Yates—Seven Rrivers) pool DY the
deletion of the followlng described Area:

gection All
gection s/2
gection 0 /2
gection w/2 & SE/4

TOWNSHIP 18 souTH RANGE 3
gection 12. S/2 sw/a
gection 13: W/2

gection 14 SE/4

gection 1 s/2

gection /4

gection - /2

)] contract the Square Lake Grayburg—San Andres pool bY
the deletion of the iollowing described area:

OWNSHIP 17 SO T, QANGE 29 £AST, NMPM

powNSHIY =2

U ]
gection 9: sw/4 & w/2 SE/4
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(r)

(s)

Extend the Anderson Ranch-Wolfcamp Pool to include:

TOWNSHIP 15 SOUTH, RANGE 32 EAST, NMPM
Section 28: S/2 SW/a

Extend the Artesia Queen-Grayburg-San Andres Pool

to include:

(t)

(u)

(v)

(w)

(x)

(y)

TOWNSHIP 17 SOUTH, RANGE 28 EAST, NMPM
Section 32: NE/4

Extend the Caprock-Queen Pool to include:

TOWNSHIP 13 SOUTH, RANGE 31 EAST, NMPM
Section 10: SE/4

Extend the Cruz-Delaware Pool to include:

TOWNSHIP 23 SOUTH, RANGE 32 EAST, NMPM
Section 24: SE/4

Extend the Doy Canyon-Grayburg Pool to include:

TOWNSHIP 16 SOUTH, RANGE 27 EAST, NMPM
Section 27: SW/« NE/4
Section 34: NW/4 Nw/4

Extend the Dollarhide-Queen Pool to include:

TOWNSHIP 24 SOUTH, RANGE 37 EAST, NMPM
Section 24: NE/4

Extend the Drinkard Pool to include:

TOWNSHIP 21 SOUTH, RANGE 37 EAST, NMPM
Seciion 3U: E/2 NW/4

Extend the Empire-Abo Pool to include:

TOWNSHIP 17 SOUTH, RANGE 29 EAST, NMPM

Secition 50: S/2 NE/4

TOWNSHIP 18 SOUTH, RANGE 27 EAST, NMPM
Seciion lou: NWw/4 SE/4
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(z) Extend the Jenkins-Wolfcamp Pool to include:
TOWNSHIP 9 SOUTH, RANGE 34 EAST, NMPM
Section 10: N/2 NW/4
(aa) Extend the Lea-Devonian Pool to include:
TOWNSHIP 20 SOUTH, RANGE 34 EAST, NMPM
Section 11: SE/a
{(bb) Extend the Loco Hills-Abo Pool to include:
TOWNSHIP 17 SOUTH, RANGE 30 EAST, NMPM
Section 21: SE/4
(cc) Extend the Loco Hills (Grayburg-San Andres) Pool to
include:;
TOWNSHIP 18 SOUTH, RANGE 29 EAST, NMPM
Section 19: E/2 SE/4
(dd) Extend the Lusk-Strawn Pool to include:
TOWNSHIP 19 SOUTH, RANGE 32 EAST, NMPM
Section 20: Nw/4
(ee) Extend the Maljamar Pool to include:
TOWNSHIP 17 SOUTH, RANGE 33 EAST, NMPM
Section 32: SE/4
(ff) Extend the Maljamar-Abo Pool to include:
TOWNSHIP 17 SOUTH, RANGE 32 EAST, NMPM
Section 28: E/2
(gg) Extend the East Millman-Seven Rivers Pool to include:
TOWNSHIP 19 SOUTH, RANGE 28 EAST, NMPM
Section 28: NE/4
(hh) Exteund the Milnesand-San Andres Pool to include:

TOWNSHIP 8

SOUTH, RNAGE 34 EAST, NMPM

Section 13:

S/2 NE/4
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CASE 2495:

(ii) Extend the Paduca-Delaware Pool to include:
TOWNSHIP 25 SOUTH, RANGE 32 EAST, NMPM
Section 10: W/2 NE/4
Section 28: N/2 SW/4
(jj) Extend the Parallel-Delaware Pool to include:
TOWNSHIP 20 SOUTH, RANGE 31 EAST, NMPM
Section 26: NW/4
Section 27: NE/4
(kk) Extend the Pearl-Queen Pool to include:
TOWNSHIP 20 SOUTH, RANGE 35 EAST, NMPM
Section 9: NW/4 NW/4
(11) Extend the Russell Pool to include:
TOWNSHTP 90 SOUTH, RANGE 28 EAST, NMPM
Section 22: SE/4 SE/4
Section 27: E/2 NE/4
(mm) Extend the North Skaggs-Drinkard Gas Pool to include:
TOWNSHIP 20 SOUTH, RANGE 38 EAST, NMPM
Section 5: SW/4
(nn) Extend the Vandagriff-Keyes Gas Pool to include:
TOWNSHIP 16 SOUTH, RANGE 28 EAST, NMPM
Section 33: NE/4
(oo) Extend the Whites City-Pennsylvanian Gas Pool to
include:

TOWNSHIP 24 SOUTH, RANGE 26 EAST, NMPM
Section 20: E/2

Northwestern New Mexico nomenclature case calling for an
order extending certain existing pools in Rio Arriba,
San Juan and Sandoval Counties, New Mexico.
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(a) Extend the Ballard-Pictured Cliffs Pool to include:

TOWNSHIP 26 NORTH, RANGE 8 WEST, NMPM
Section 13: NW/4

(b) Extend the Tapacito-Pictured Cliffs Pool to include:

| TOWNSHIP 26 NORTH, RANGE 4 WEST, NMPM
1 Section 26: NW/4

E: (c) Extend the Blanco-Mesaverde Pool to include:

TOWNSHIP 26 NORTH, RANGE 5 WEST, NMPM
Section 18: W/2

TOWNSHIP 31 NORTH, RANGE 13 WEST, NMPM
s Section 9: E/2
& Section 10: W/2
3 Section 15: W/2

(d) Extend the Cha Cha-Gallup 0il Pool to include:

TOWNSHIP 29 NORTH, RANGE 14 WEST, NMPM
I Section 25: E/2 NW/4

(e) Extend the Escrito-Gallup 0il Pool to include:

TOWNSHIP 24 NORTH, RANGE 6 WEST, NMPM
Section 31: W/2 NE/4

TOWNSHIP 24 NORTH, RANGE 7 WEST, NMPM
Section 22: E/2 NE/4

TOWNSHIP 24 NORTH, RANGE 8 WEST, NMPM
Section 12: W/2 SE/4

(f) Extend the Horseshoe-Gallup 0il Pool to include:

TOWNSHIP 30 NORTH, RANGE 15 WEST, NMPM
Section 19: W/2 NW/4

TOWNSHTP 30 NORTH., RANGE 16 WEST, NMPM
Section 24: NE/4 NE/4
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(g) Extend the Totah-Gallup 0Oil Pool to include:

TOWNSHIP 29 NORTH, RANGE 13 WEST, NMPM
Section 20: E/2 SE/4
Section 21: W/2 SW/4




IN THE MATTER OF:

THE #PPLICATION OF SOUTHWEST
PRODUCTION COMP#NY FOR &l ORDER
FORCE POOLING THE EaST H4LF (Ei)
OF SECTION 22, TOZNSHIP 30 NORTH,
R&NGE 12 VEST, N.h.P.M., SaN JUAl
COUNTY, NEW MEXICO, FOR PRODUCTION
OF GAS FROM THE FLORA VISTh-
MESAVERDE GAS POOL.

Case No. 2416

APPLICATION FOR DE NOVO HEsARING

Comes now the applicant, SOUTHWEST PRODUCTION COMPANY, & co-
partnership consisting of Joseph P. Driscoll and John H. Hill, and
requests that it be granted de novo hearing with regard tco the
captioned application, and in support thereof alleges as follows:

1. That in its application for force pocling order on file
herein it alleged and stated that it was the owner of a working

interest in the Mesaverde Formation underlying the cavtioned acreage;

that it had drilled a well to said liesaverde Formation at a location

within said acreage, and that it was entitled to have certain unleased

- interests underlying such acreage force pocled making it the operator

of the force pooled unit, and granting to it the right to vroduce
p ’ B

rj- the entire 320 acres and retain 7/8ths of all products allocated to
R the interests which it doss not have leased underlying such unit
until such time a5 it has been relwbursed in an amount egual to

125% of its actual costs of drilling, completing, ecuipping and
operating said well, plus a reasonable compensation for the super-
vision thereof.

2. Thot applicant was entitled to all ol the relier recuested
in its application, but that in Order ¥Ho. R-7151 entered by the

Commission on the 2lst day of December, 1961, Lne Commission refused

to grant the vooling application of the apnlicant in the following
respects:
(a) It refused to pool &1l unleased intereste in i lesaverde

t
\ 5 . . s oy 5 ~ . .
K? Pormation underlying the awuove described acreage, confining



the effect of sueh Order to the interests of only Roy Rector
and wife, kthel Rector, C. G. bhelby and wile, Leona ohelby,
Dvight L. Millett, Myron H. Dale and George T. Dale, Julian
Coffee and San Juan County, HNeuw lexico.

(b} It rerused to grant to applicant ihe right to produce and
retain 7/8ths ot any and all production until such time as

it had been reimbursed in an amount ecual to 125% of its actual
costs of drilling, completing, ecuipping and operating said
well, plus a reasonable compensation for the supervision thereof,
granting to the applicant only the right to retain 7/8ths of
the production on certain interests which it allowed to be
pooled until such time as it nad received 1UU% or sald sums,

on the ground that the well to produce such unit had been
drilled and tested prior to the time tnat the application was
filed; that the Commission’s Order thereby refused to grant to

the applicant a 25% risk factor for risk whicn it incurred in

drilling and completing said well, and that applicant is entitled
to such risk factor under the statutes of the state of HNew
Mexico, and the rules of this Commissicon.

(¢) That the above referred to Order granted to applicant

L the right to withhold the proceeds from production with respect

to 7/8ths of each non-consenting unleased interest until such

time as each interest’s share of the costs of said well have

been recovered plus 107% thereol as a reasonable charge for

supervision; that limiting sucin suvervision allowance to 1l%
of the costs of said well does not adecuately compensate the
applicant for its supervision costs throughoui the entirety of
the operation of the unit, and that such Order should have

granted not less then 10% of the production ettriouteble 1o

5]

~J

[8ths of edch non-consenting unleased interest until devletion

&

~

of said well Ly reason ¢f the fact that supervision will be

reculred tiroughout the life of trne production from the vnit
n " 1 r




and will not be limited to the period ol time while costs of

drilling ard completing will be recovered.

3. That to prctect applicant’s correlative richts and prevent
waste, applicant is entitled to all of the relief it requested in its
application, and that it should ke granted & de rnovo hearing with
regard to its application, and upon conclusion thereof this Ccocmmissicn
should enter an Order force pooling all unleased interests in the
Flora Vista-Mesaverde Gas Pool underlying the above described lands
making the applicant operator of the gas proration production unit

thereunder, and authorizing it to retain 7/8ths of all production ifrom

o)

11 non-consenting interest owners in said unit until such time as
it has received 125% of all of its costs of drilling, completing and
operating said well rlus a reasonabhle percentage of the production
throughout the life of said unit for supervision thereof.

WHEREFORE, applicant prays that it be granted a de novo hearing
with regard to its application; that due notice thereof be given in
accord with the laws of the state of New liexico and the rules of
this Commission; that from the evidence to be adduced thereat this
Commission enter its Order force pooling all unleased interest in
the Flora Vista-Mesaverde Gas Pool underlying the above described lands
making the avplicant cperator of the gas proration production unit
thereunder, and auvthorizing it Lo ieitain 7/8ths ¢f 211 produection from
all non-ccnsenting interest cowners in said unit unitil such time as
it has received 125% of all of its costs of drilling, completing
and operating said well olus a reasonable vercentage oi tne produc-
tion throucghout the life of said unit for supervision thereof;
tegether with such other and further provisions as may be necessary
in order to protect the corrclative rignts of the apolicant ana
prevent waste from the above descrived lands.,

VERITY, BURR & COOLEY

sttorneys for sppliednt

-

- Ay d
s, L Y e
7 Geo. L. Verity

152 Petroleun Center Suildineg
Formington, ilow el

2]
-
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REGULAR HEARING

FARMINGTON, N
PHONE 32%-%

THE MATTER OF:

(De Novo)
Application of Southwes?t Productlon Company
for a hearing de novo in Case No. 2415,
Order No. R-2150, relating to the force
pooling of mineral interests in the Basin-
Dakota Gas Pool 1n the E/2 of Section 1h,
Township 30 North, Range 12 West, San Juan
County, New Mexico. Interested parties in-
clude tne unknown helrs of Abas Hassan, the
unknown heirs of D. M. Longstreet, and
Robert E., Alice L. and Samuel G. Goodwin,
or theilr unknown heirs.

and

(De Novo)
Application of gouthwest Production Company
for a hearing de novo in Case No. 2416,
order No. rR-2151, relating to the force
pooling of mineral jnterests 1n the Flora
yista-Mesaverde Gas Pool in the E/2 of
Section 22, Townsiip 590 Nurth, Range 12 West,
San Juan County, New Mexico. Interested
partlies i{nclude Roy Rector, 0. G. Shelby,
Dwight L. Millett, Myron H. Dale, Georgeé T.
Dale, and Julian Cof fey.

and

{pe Novo)
Applicaticn of Southwest Production Company
for a hearing ac novo in Case No. 2UH6,
Oorder No. R-2068-A, relating to the focrce
pooling of mineral interests in the Basin-
Dakota Gas Pool in tne F/2 of Sectlon 22,
Township 30 North, Range 12 West, San Juan
County, New Mexico. Interested parties in-
clude Roy Rector, O. G Shelby, Dwight L.
Miliett, Myron 1. Dale, George T. Dale, and

Julian Coffey.

PHONE 2 13.6691

nd
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FARMINGTON, N, W,
PHONE 325-1182

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,
PHOME 243.6691%

(De Novo)
Application of Southwest Production Company
for a hearing de novo in Case No. 2453,
Order R-2152, relating to the force pooling
of mineral interests in the Basin-Dakota
Gas Pool in the E/2 of Section 7, Township
30 Nerth, Range 11 West, San Juan County,
New Mexico. Interested parties include
Harold M. and Maleta Y. Brimhall.

CASE NO.
2453

’Vvvwvvvvvvv

BEFORE:
Edwin L. Mechem, Governor
E. S. "Johnny Walker, Land Commissioner
A. L. "Pete' Porter, Secretary-Director of Commission.

TRANSCRIPT OF HEARING

MR. PCRTER: The Hearing will come to order, please,

We will take up next Case No. 2415,

MR. WHITFXELD: The application of Southwest Production
Company for a hearing de novo in Case No. 2415, Order No. R-2150.

MR, VERITY: The Applicant is ready.

MR, PORTER: I would like to call for appearances in
this case. Are there any other avpearances onthenr than Southwasnto

MR. MORRIS: Mr. Coffey has requested that his statement
be read into the record at the c¢lose of the case,

MR, DBRATYPON: If the Coumivsion plesse, Howard Bratton,
appearing on behalf of MHew iexico 0Ll & Gos Assoclation. We have
no direct intereat in this case or the suceceeding three cases;
however, 1t 18 our understanding that these four cases involve
some basle Interpretavion of the forced pooling statute as anended

by the legislature. Tnasnmuch as that statubte uas originzlly




PAGE 3

FARMINGTON, N. M,
PHONE 325.1182

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,

PHONE

243.6691

directed and sponscored by the regulatory practice commnltiee of |
the New Mexico (©11 & (as Assoclatlon, we would appreciate an
opportunity to consider any hasic interpretations of the general
applicetions raised in these hearings. For that purpose, we would
request that a thirty-day period of time be given within which any
interested party or organization could submit written statements
as to the basic Interpretation or policles raised in connection
with the amended statute.

MR. VERITY: May it please the Commission, I realize tha
these four cases that are next on the docket may possibly invelve
the setting of general principles by this Commission that will ap~
ply to other cases and for this reason, I think Mr. Bratton's re-
quest is well taken, that it 18 entirely proper for the Commission
to congider any statement or recommendation thal the New Mexico
011 & Gas Assoclation's regulatory practice committee should have.
We think it is something that should be considered. There i8 a
best answer to it. We are most likely to come up with the best
anBwer i1 1t hears from everyone who might have an interest in the
outcome of theege hearings. Therefore, I make no objectlon to this
thirty-day period of time for the Assoclation to nake a statement
or flle with 5l Connigslion a vwrltten statement.

MR, vEAPPON: Nay 11 please the Cowntgsion, L would like
to crarify one polint; inasmuch as there ore Siiteen people, in-
cluding five lawyers, on the comumlttee, T do not want to guarantee

that we Wwill be able to agree on anything.




pace U

MR. PORTER: OUff the record.

(Off-the-record discussion held.)

MR. PORTER: We will --

£ e

MR, SELINGER: Mr, Porter, before you make your announce- g

ment, Mr. George W. Selinger for Skelly Ol1l Company. We are a

= e e s Bt

zember of the New Mexico il & Gas Assoclation, having been fore-

FARMINGTON, N, ™
PHONE 2325.1182

warned by Mr. Bratton that there are ten people and five lawyers
on that committee that agree, we would like, if the Cormission
will permit, to be a friend to them, W¥We would like to enter our
appearance as a friend to the Commission, as we are interested in
this,., There are twenty-five other states having pooling pro-
visions and plagued with some of these questions. My associate
and I have made a study of this and we are vitally intverested.
We would like to have the opportunity of being your friend,

MR, PORTER: The Commission can use some friends, Do
we have any other appearances?

MK, BUELL: For Pan American Petroleuwn: Company, Guy
Buell, Pan American 18 not dirzctly loterested in this, tut we

ara intensely Interested 1o the Comminslon'y policles and pro-

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUOUERQUE, N. M,

cedures relating to the forveed pooling statute that may ve adopted

a8 a result of these four casen,. e vounld llke to enter our ap-

PHONE 243 64691

pearance, also, Ve hope, =25 2 friend of the Comlusion.
MR. PORTER: Does anyone else want o ke an appesrance?

MR, NMORRIS: Richard Morris, appeavring for the Compisg-

sion peaflf.

‘}\

q
.\;5
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MR, VERITY: Qeorge i. vVerity, aupearing on vehalf of
Southwest Production Company, the Applicant.

MR. WHITWORTH: GQarrett Whitworth, appearing on behalf
of El1 Paso Natural Oas.

MR, PCRTER: The Commission will allow until March 15,
Mr. Bratton, for the New Mexico (il & Gas Association, the regu-
latory and practice committee, lawyers or any other intereated
parties to flille on these lasues.

MR. VERITY: I would 1like to cail Mr. Jones to the
witness stand. Your Honor, this case has much in comuon with the
fouyr cases to fcllow, BRach of the cases involve a separate pool-
ing applicant, a separate tract of land, but there 1s evidence
that will be particular to each of the four cases. but there is a
bulk of evidence, probably half, that will be common to all four
cases, and for this reason, in order to obviate the necessity of
repeating this four times, I would like to move that we te par-
mitted to make that testinmony only one tire and have it apply to
all four cases, at that Jjuncture, reserving the closing of each
of the four cases untll that is taken up.

mn, ronrlsK: Mr, Verlty, the Comniasion will consollidate
the cases, You may proczad lu that case,

MR, MORRIS: ixeuse o, Mr. Comalosionor.  Ave the eages
to be sonsolidated ov Yo Lo consélidated or tha purpose of heap-
Ing?

MR POARER: hey wlll be eonsolldated only tfor the pur-

®
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' pose of hearing.

cailed as a witness herein, having been first dAuly sworn on oath,

was examined and testified as follows:

BY MR. VERITY

Q
A

Q

work in the oil and gas industry?

A

Q
A

Q

lems in the industry with regard to risk and leasing developmsnts

of property?

A
Q
A

Q

viegt Productlon Company has made an appllceation for a fovce pool-
ing arder on the Ragt hali of Section 14, Township 30 North, Range |

Ll? Wess, will you pleane tell us what the lease and land situation

(Witness sworn.)

JACK D. JONES,

DIRECT EXAMINATION

Would you state your name and your occupation?

My name is Jack D, Jones and I am an independent land

Mr. Jones, how long have you been employed doing land

For -- in excess of twelve years.
How iong have you been in the San Juan County area?
Approximately two years.

Are you familiar with the land situation and the prob-

Yes, sir.
Have you so testified before this Commmssion before?
Yen, sir.

Mr. Jones, wich repard 4o Case No. 2415, wherein South-
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‘on that tract of land 18, with regard to the Basin-Dakota Oas

Pool,

-4

- A Southwest Production has under lease or operating agree

nent the entire 320 acres with the exception of those interests

covered by the parties stated in the appllication.

Q Do you have the nares of these particular parties you

FARMINGTON, N, M
PHONE 132%5.11F2

refer %o?
A Yes, they would be Abas Hassan, who is deceased, so it

would be his heirs and the heirs of D. M. longstreet and also

e e ks ek s i i e

Robert E., Alice L. and Samue) G. Goodwin,

Q Will you please tell us what effort, if any, yovu have

made to locate and contact the heirs of Abas Hassan?
A I have contacted the Arizona State Hospital and obtaino#

from ther the information that Mr. Hassan is deceased. They gave

me the list of his known relatives that they had., I have mads
an attempt to contact those partigs, two of whom live, or did
live, in the United States. I have recelved neo answer and there

are several other parties who reside in Syria. I have had no re—i

b~

turn from nmy letteres to Syria.

DEARNLEY-MEIER REPORTING SERVICE, Inc.

2042 .66

3
z
. 5] Have vou made an effort to contact the D, M, Longstreet
Qo
X
32 heirs?
2
A { have contacted the widow of D, i, Longstreet and have
obtained frowm har, 25 for ay she koows, the nanes of people vho

Wwould bLe ianterested ln that estate, aad I have made an attempt to

L contact the partles. I nave not been able to contact all of th@m,

)
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" but the ores I have contacted have Lndlcated that they would be

willing to give re the material I need or to lease, 1if the other
parties would do the saie, which sort oi puts me i an impossibdble
position., I can't get the first one to take the step; they are

waiting for somebody else,.
Q With regard to Robert E. Jdoodwin and Alice L. Goodwin

and Samuel G. Goodwin, what is the situation?

A I have been unable to obtain any information on their
interest. Their interest, if any, arises merely from one docu-
ment, an orda2r fGm a case, a guardlanship case, which indicates
thas they may or may not have claimed some interest in some of
the lands in the East half of Section 14, the case in which this
order was issued. I should say that the case file has dis-
appeared from the court records, and consequently we are unsble
to determine what the reference meant and how any intsrest may
nave arisen, and I have been unable to obtaln any inforration as

to their whereabouts,

Q Is it Southweat froduction Company's position that they
own no interest?

A We do not believe that they have any interest beciuss
thisa is the only refevencss 4o ihew, They do not appear in thoe
chaln of titlo, wowvely thins one cefevence in g order that they
nay oy nay not have an lnibgoreast.

Q Do you feel that thelr interset should be foroe-peciod

1f they should have oncey

w)

4
h Y
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1_03, l —Ci“é. T T T T T T T T T T e e e e
Q Are there other partles that you know of which have an
- unleased interest in the East half of Section 14 of the Basin-

Dakota Qas Fool%

e A No.

9 Ll

4 I Do you think, Mr. Jones, that you have made a reasonabl
NS

effort to form 2 unit for the production of the Basin-Dakota Oas
from the East half of Sestlon 14, 30, 12, and reasonably endeavored

to place all parties in that unic?

A Yes, sir,

Q Do you know whether or not Southwest Production has hch-

tofore drilled and completed a well in the Basin-Dakota Gas Pool,

lying in the section referred to?
A Yes, sir, they have.

Q Do you know the approximate cost of drilling and com-

pleting this well?
A That would ve -~ well, at the present time, the azcumu-
lated costs are $80,309.02. We belleve that the total cost will

be somewhere in the neighborhood of $82,000C.

DEARNLEY-MEIER REPORTING SERVICE, Inc.

z -
oy
L 3
¥ o Q In the near future, will all the coste be in, in regard
gN
82 to this well?
S
A 1 believe it will.
¢ Turalng noy, Sy, Jonzg, to the appliceation of Southwest

Productlon Coapany My Torce pooling, Cuse No, 2410, lavolving

the Flopa Visha-lesaverde Gun Pool, anderlying the Sast half of

b
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Sgotion 22, Township 30 North, Range 12 West, and at the same time
directing your attention to Applicatlon No, 2446, Southwest Pro-

duction Company's application for force pooling interest in the

Basin-Dakota Gas Focl underlying the sams, the East half of Sec-

tion 22, Township 30 North, Range 12 West{, are you familiar with

FARMINGTOHN, N, ™,
PHONE 32%5.11152

the land lease situation underlying this half of the section,

with regard to the two separate pools?

A YQS, Sir.

Q Will you please tell us what it 1s?

A We have under lease or operating agreement all lands in

the area with the exoeption of those held by C. G. Shelby, which
18 .36 acres, that held by Myron H. Dale 18 6% acres and the lands

of Julian Coffey about which there is considerable dispute as to

the number of acres.
Q Did you mention Jeorge T. Dale?
No, I d1d act. We have a2 lease frox George T. Dale dut
tne attorney who examined the title indicated that in his opinion
the tltle to those lands were in Marion H., Dale and Verleae Dale,

husband and wife., This ig the sltuation that we have: We have

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUENRQUE, N, M.

obtained a leasge from George T. Dale, and it appears that he is

3

tng oewner of the Lund aad bhe degyels, He obhtalned ther by ex-

PHONE 243 6674
4

ercising a pover of atbtorany givea nlm vy hils brother, Maplon,

to purchase op <zed the 1oandn ounad by nie brother to hinaelf.

24 Do you bave Lo a2 of thoe wiie of 0. ¢, Shalby?

A Laona,
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& And the wife of Marlon M. Daie, did you say was Verlene}
A

Verlene, yes.

- Q Do you know whether or not Jultlan Coffey was married at

the time of the last inquiry?

;g A I do not beiieve that he 1s married.

b §§ Q Does the same situation pertain with regard to the forn&-
= tion of a unit underlying this particular half section of land,

u, both with regard to the Flora Vista-Mesaverde Pool and the Basin-

Dakota FPool?

:T A Yea, Bir.

-t Q Do you think that you have made a reasonable effort to
- form a unit for production from this half section from each of

) these pools, that would include all parties owning an interest

therein?

A Yeg, sir.

Q Tell us If wvou will, please, whether or not Southweat
Production Company has drilled and completed a well in the Flora

Vista-Mesaverde production under the East half of 22, 30, 12%

ARNLEY-MEIER REPORTING SERVICE, Inc.

A Yes, sir, they have,

L
= s
~ o 4] Do you know what the cost of drilling and cormpleting thht
< B3]
Yo
gz well o in?
eI
S
I $H0,000.
a CPold oug, L9 oyou A1), please, whether or not Soubhwant

veotushion Congony hog coanletad a well on that half sacetlion Into
[ the dnglin-pavoia Ugn Janly ]
G
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A Yes, sir; they have, .
- Q What was the cost of drllling and completing that well?
- A We have, at the present tlre, collested charges of !
.. | $73,909.32. We belleve that the total cost will run somewhere in

the neighborhood of $75,000.
;ﬁ %% Q  Directing your attention now, Mr. Jones, to Southwest
‘5 o Production Company's force pooling Appllcation No. 2453, request-
ing that the Basin-Dikota underlying the East half of Section 7,
Ef Township 30 North, Range 11 West, be force pooled, are you familiigr
| - with the leasing sltuation with regard to the Basin-Dakota under-

- lying that half section?

) A Yes, sir.

Q Well, sir, what is 1t?

A Southwes? rroduction Company has under lease or operat-
ing agreement all the lands therein, except poss8ibly twently acres,
supposedly belonging to Harnlid M. and Maleta Y. Brimhall, in the
South half of the Southwest of the Southwest Qquarter,

o Have von made an effort to contact these people and

3

lecase thelr interest?

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUF, N, M
PHONE 243 GG

A Several erfoeid,
Q Have you found Hhat 1t han vesn lopossible co do so on

iy gronnds, to sivhoy Senss froen them or 6o gedb them in a drill-
lag and opairation wnig?

I Yog, uilr,

Tan o oyou hsiloaw whothor oy nou Lhe glbuntlon with re-
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FARMINGTON, N, ™,
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PHONE 24l
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gard to the lecsing vroblem under that half seciion is
or slmple?

A It ia rather conplicated.

o) As far am you know, these are the only interests, but iy

1s possible that there could be other interests that have not

Joined and because of the snall tract and the legal complicationnﬂ

A Yes, sir.

Q  Has Southwest Production Company drilled and completed g
well to the Basin-Dakota Gas Pocl on this half section?

A Yes, sir, we have.

Q Do you kncw the total cost of drilling and completing
this well?

A They have presently accumulated costs of $73,725.47 and
it is estimated that the cost will be somewhere in the neighbor-
Rood of $75,000. While I am on this, I can't remember -- I think
I have rade the estimate for the well on the East half of 14, If
I didn't suy 80, the accuwralated cost on it was $80,309.02, and
we belleve it will run asbout $82,000. T can't renemver whether I
iooked at that or some other figure,

Q In your opinlon, have ycu made za geod falth and reason-
able effort to form 2 unlt connisting of 1002 rawvaent of the joint
ovners or Intapcated portios fur this varticular well on this
particatar unliy

A Yen, sle,

Ve, dJorvrs, burading noW Ho the general application that
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~would apply to 211 four of the appllcatlons of Uouthwest Iroﬁhofl?n

PHONE 325.11782

Compa:;y whizh are here tefore this Commisgsion at this time, are yﬁu
familiar, as a land :an and péraon who 7.8 bee: dealii g wiith the
oll and gas buslaess of this nature for i consideravle period of
time, with the cost of supervision of the production of wells?

A Yes sir.

Q Since the Examiner Hearing in these four cases, have yol
made furthe:- lnvestizations 18 to what the proper cost of super-
vision is8 in these areas?

A Yea, sir, I have had cn opportunity to talk to several
other coupanies, to go over soue of the operating agreements of
Southwest and to recheck several of the operating agreements which
I, yself, had prepared.

Q Do you have an opinion as to what 18 a reasonable cost
of supervision of the Dakota gas wells and the Flora Vista-Mesa-~
verde gas wells in thlg aren?

A I welieve the zctual cost of supervislion of the wells
appears, from the inforiation I have bean able to obtsln, il running
romewhere between tweinty-flve and thirty-five percent. The Com-
migssion has zliowed bten Lorseny, whicsh 1 thinig 18 rock vutionm

CY

miviman bhas could bo ailoued, wub 1 pelieve the actual costis are

Iz

E’D‘u:l(", L bi"? (S SRR E SRS S VRS R TR S S B Y i}, bariadl -J:f 1113 \,-f,,,a.L‘”nlBBiO:\.

\ Have you wde an, partiealar lavesiigations uwith regerd
to whethay or nob o cante oy Toyel ed b bhe dellliog of the Coawp

Welly Lhabt sve oo woch o Ui unlve covered by cthae fouy xpplioa~J

%)



DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE,
PHONE

N,

FARMINGTON, N, ™M,

PHONE 32%.1182

a1

24D G

PAGE 15

ti{ons here tefore the Comrliagsion?

A I rersonally believe that i{ is 3 statement without --
Just rniot capadble of heing contradicted. Any time you drill a well),
there is8 a risk factor involved. You cculd break it down, I sup-
pose, inte 3t least three parts. First, bvelng when you cornmence
the well, you may nct reach the for;stion or members of the forma-
tion which you are aiming for, because it may not bea pragsent.
Second, that you nmay lose the well during the drilling of said
well because of sone unforseen sub-surface condition or because
of mechanical d4ifficulty encountered in driliing of the well; and
third, even after you have drilled and completed the well, the rilr
8till exists that you may not have a cormercially produstive well,
ar 1f it appears thut vou d»; at the tlie of completion, that saiﬁ
w2ll aay not prove to oe oo merclally productive la that you just
might lose your production prior to the fine that sald well has
paid out and prior to the time that you have made any profit fron

1t

Y]

et

B
Y

- bk - - . Y Ty S - oy e g X . ‘. E cry oy
2 e, Jones; do g beslt o oralacocs occasliornlly oo

chietoler Wi repacd o what thelr thinking on the payout en &

fformatlon i1l he

it fro oy cxpeoviencs In deallng

witn eaxingers In the ten
years T wosn with Sualy O3 Jonpany, we caconntered meveral 2arroprs
in whilel they wad «ade rathor drastle migtakes in determining bhe

Cn v 7 - Sy ey
conoyva undare 2 nroroaeh,

o How, T uwoliava oo brokae down the nnburs of $he rlaks J
Ll X,
.f‘?"“'/’
&y )
\‘,l #
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~encountered In dril:ing we!ls into three provisions as the possl-

bility of not encounteriug productlion, the possibility of machanigal
failure, and the posslblli'ty, zfter the well ls completed, 1t still
will not produce in accord with expectatlicns. With regard to

thase categories of risk, 1is the risk kiown with regard to those

four welles as to any of the three categoriez?

A Yes, I telleve the industry generally assumes that all
three elenents will te present i any well that {s dérilled. That
is, at least in ny negoliations and preparations of operating
agreaements, 1 aiso threw in what I call non-counsent well provisions
which provide that any party that did nct join you in the dr1111n¢
of the well would have (0 pay a penalty, that penalty being to
gafeguard the partles that practice drilling these wells and as-
suned these risks and Instancer® where 1 have negollialbed and pre-
pared these, ny experience has Leen that these were at no tine leﬂs
than 200 percent penality ant in some instunces was in the nature 4f

3C0 percent.

4 Mro Jones, Qid you nave vae paritleular duty of hegotiat1
Lug 2ad working oub cperating sgresuents for Lajfor oil coupaules? |

A For seven yoores thot yng 1y awln oortion of ny Jeb with
Bhell, o nogobticts vl puvosoes sueh operabtiag apresnentn,

e B Breco i S Rpe atasnee poee o] By fhe Lo
Gustpr of o rtel ot o Gp it o v o bne o wel 1

i { boliov: an,

e oo LERIMRE AR B4 Y SRR ST ‘.\,j:-]; Ay e 7 {71’("\3!.(}(3(},}

w0
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for ciera.'! .; ¢ Jrovenoli lelde L, ban «vduain Counyyv

! Tew, T onave ragd Lhie coeaalon Lo crheck Lotl the Carsor
and 3nell-Carecn anli, #wulch 48 Lo the G48ilegos Canyon operavion.
The Shell's Carsou unlt provides tne risk lactoer of 200 percent.
The Gallegos Canyon provides ior a i'ls. lacior of 150 perocent.

2 Does :the Uallegos Cunyon z.8c ¢over tne lakota Gas Foolf

yes,.air,

2 are yew fzoolliar ith whetier or not parties wno own
interests 1n itie Jsliegos Canyon unii om occusion decline to Join
in the well and partlcipate a8 nou-consdenting parties”’

A Yes, air.

< 20 you Know winethar or aot,prlor to tae acquisicions of
these parvicular four inieresis fhat appear hiere veicre tne Couw-
mlasion, an operating ugree.ent was negobtlated witn regard Lo
tenanihs in ol wwldliy, laveresy tnerveln whlch did uake prowv .
slona for « nou-~cuasaniing welly

4 Ao Lo b Dast o nplf D oseesion 22 and 1d, as a wditer
of fact, =211 1.5 izng so- Tlud, oy Yo Sorthwest jrocuction dealq

to . . N RPN N S SR SR iy X3 N -
Uataiw LA OXEYLGALB LY Oul uid REVISS SR RN ;{f_:l';;?\) 21l LeETwWaELn l‘(CPtIlwe&t

P S S s [ : . R PR B Yo S A [YERTREN e ~ . L L i
A0 NONTERNG , viide S n Sy 0k Loo goveddy g&mtaliy en Lnedd
Uy )

FRS LI 35
' 45! A EI N il RPN Ciaeen varloud ouners
(SR VPR JEIE AR S i K
] < A e N ST -~ . . H
VN i L d s mand 220 WAL Loe SroLCiuy ¥

i
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F “ n ha ameand BLET LWL UL Lue Al ded 4 Duedid-ala-lengon be-
uween Hortiacet Productlon Lunpany wid convand& and soatnwest and
= TidewWuter al€ uOW LiViilg dalel i,
- I': i'\ Yeﬁ, 51“.
Z=-
gﬁ - SITe JONEC, LO L Un Ve an 0 . .aull uE Lo whether or nog
[\a]
- S
N South.west 2roductlion Company Lud incarred a risk in drilling thelq
g
- ™~ four wellss
&3 A vew, »ir, . bLulleve, a8 I staved, that any tice you
" driil a well, jyoa lncur i risk wiicn, ad L say, + velieve cuuld
g @ ve Lroken duan in three co ponent pervs. 1 velleve you assuae
: - E: each ana evsry one of the e.c.uente of Lihe Cunponent paruvad ol risky
| =
r o €acil and every Ulne you drlil a well,
S
: gs 2 it regaré 4o the tnlprd portion of the risk that you
~ cutilued,; 1a this sUill an Jdoknown factor?
K 1S3 “ Zspeclally as 1ur ad bhe Dakobda formatlon 18 concerned,
—
;g LECaWsd LOSre 13 ot Sast enougn Loforaatlon avout bthe L.kota. 1
>
[ LAVE Ualked Lo several englagers whio laslst aud have Ilnslsted for
. < over & yeayr bLuaabl Uliie Jakobua wiil neves pay oul, laace tue people
St
:? i «no driiled these varoiu wells are golag Lo lose thelr snliris.
o
-~ oo . : e . .
R - vote WU, wiraw arE Soms wi Lie bulage tonat are ualor-
i
§g GULH LAY wuddSE e GaCLiin wl oa doraacion vl Lo produce wnab
ia
GIEEY b e backe i sero bolaciil ok s oo blony
o Lodont v daigd Ly avoul e taennlicaed end of that,
LAt L Nave ooore codin by niave woon Grliled ana cuag dn wulth tred
L a@iiCG0ub poveniblal widh lu o B8R 04 gusi A wWeok wand up wibi

R
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Waak s Lo e by guan dadn dad e rand conslderybly
Lo Qa3 Lo nwe wne Jiudiave Lo wlawwWiny, o recover ln this state

=

- Pl wratoly Jlulek o8 o s L0 peroent, wWileh you
Bave welt 18 o liadiae whicis 304 have Woaven L cperatiog!
Ve neVer Begn ono less,

Do you Yoy new aeh mlelr Tyetor “ovthrest Production

hzs requesatec in these four cases’

A I hellove *helr op licatlos ntated 295 vercent.,
~ ~ . . , z \ } ~ . v
N Doty SOTEE G wan T croowb southwest Yroduc-

ot

o
(9]
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ok
e
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oz
v
o
£
I's .
i
s
[
.
-
~m
~
j
§
[
o
$

« rick factor, 4o rou knew whethe: or

nov, within 4 reasonacio vericd of tiae, 1, would e willing fo

w

Y

acespt oaly 1ol percent cagh of Lhe uon-cengenting parties fon

their 3hare of the vigh Lo Evllilng and conpieting thece weli.s?

coted that Lthey would Lo wislian toe hove any oue ol these purties
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peried ard twe tyd

rexed; Lo 710w a1

righte?

the partlies »eing

I belleve thut lcroe
the operator is oo
only bjeciive Testurz
bealng fuovree poolaed
pald, and secondly, the aormal oll wnt sus leage contracsg
provides {hnat Uit parily <aii have fise
velng a couatract ual

operatcr and Lhab paley,

S are
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e
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oratest thelr
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my owo lrnpressions.
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S s R . e . et . e - ey Y fad
- il €ba fiabBals, mlidein, Cyvlo, csoatd azler WU La il

brothers L obai@hie dBo0y Sl L Lwll, wady of uhin, Syriia, Ja:d

a hall -urothesr AL Ladeadll Vi .ulladlib, vlwguoe. &€ ave abtteopted

to obtain inforuatioo rua vie county Cierx there as to his where-

abouts, i have been unsuccedsiul iu ovvainling any informatlon.

- M, Jonen, wiig {iiel UWo naasis W8 Ll and the

NEXL UWO Wel'e Nals orcuher s’

. ik, Y., ey - e L.t .

it Ll AUB L WL Uy Lo Y dldaea wOUSIWIIN,

N R i [ i e TR T T o Lo Ay ¥4 vy
< LWy wilay sltesiubV, Hx Slly, QOCL L OULOWeDL FUOGWCLIoH

Compady aliiege Uiiae these ugure of

ALLES uBBUl, wwny

A Ty &oulc pnave i widiviaed oae-guar.or iuberest La

thirty acres and 1r o tesllidield iu

Wik LWwenty-eigul, 1 4 la zoror.

Lhie pvevivus Lasbancs that fhat

<& hen, an wanalvidet va2-Jouril diveresy lu thalruy acres?
DU you REVE a4 denal desvsapgllion oL Jiaw oLy auva U

i@ i WDULu o8, i wduenge, t0é wesl U wcies oi whie southn-
@aBl Louchedd v,

% WILG OoWNS vhie obied Laumlolag dnveestfonrins andbyidaed of
G Lviiav Ly uolely
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H The i 2 aOoUdd Wl b 2i wluli Wa vl . Jadae would ve Lhe dldokl

WhOBE 118 L8 fiuw NeilCy 1 abile, lds oW . oaUpBu,
- < Fr. vones, raluel oudls gulild vhiivugs it £iiveen Lua.es,

Wouid Suvuthnwest roddCLiol volPdny Ve Wiillilig O QuW'aidh Lae

N, M,

;
b

Commission with a list 0& vue heirs and wuels addresses, as far

as you were able to o.tain thenr

FARMINGTON,
PHONE 325.1182

MR, VERITY: ay i1 interject at tnis time, we do not

know that these peopie are elrs. La€y are 1ndiviouald tnuab
someone has advised us that tneir thinking is that they are heirs.

Q {by Mr. Morris;} Is it Soutnwesi rroduction Uompany‘s
position that the fifveen persons whose nazes you will suppiy us
are interest owners in the land in question?

MR, VAERI{Y: {8y i answer the question’ We do Lob Know;
there is no way of knowing unti. and unless there is sowe juris-
diational detarminatian U2 D5V0 G0 Way ve Auuwiiygj vaere has
been no jurisdiccional deteriiunaltion., Lt is lmpossible {or us Lo
make the determdnation coi' 1t., we have endeavored to contact then
because someone Las suggesived to us that they are the heirs, wul

Y- EY

VEESSVAoNn dues uol make 1t ract. 1o ia nov something that

N, 14,

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERGUE,

We oan rely upon to represent Lo the Conaisulon.

s} (bLy ¥, forrig) M, Jones, wnnt intevest, LI aay, do

PHONE 243-669)

Gt heirs of U, M. LODEstrect Lo An e subjecy usrest
A The sitvuation tivid 2xXists Is onls:  onen By, LOongsbiaet

aied, he wag sucviyed by g widow and beveral chlluren, .

longsbrect, without votherinyr to have the estale vrobated, sold
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VLG wdld Ll o pulby o widd LU fal 0w Labselu Lhluupi BLvelal
haods (0 Vo parvies Cook wova ab Lave tau@ preseunt lease., Now, I
12aglue Ve Livtilby aluav WU wectiiancs oy W heW ceXico stututg.

LNe WOULG probduly have liau hadd Lo 8luse wibiz, 4 cownwnllby pro-

N, M,

FARMINGTON,
PHONE 325-1182

perty. i &m nouv sure wual e svailuie .o oL thnat. 1 would

imagine sne wWoulu nave received hall as widoWw anG vhe rewmaining

half would have gone to the children, B0 that ner half, I would
assuwne, wouid have veen iegdily valid gau pagsed vy nep deed. w2
would Le talkling avoul wiavdver laverest ol ohe childieis would
be, N W, &8 to ihai iuueresi, whilch L welleve would ve the oie
concerning one minerals, the nalf interest iun tne miaerals nave
been severed durling the cisge ana gquist vitvie a¢is nave beea main-
tained by the owner of the suriface and nalf of the minerais, so
that that interest thai we would ve concerned with would be the
proportionate share ol one-naii of the milnerais,

e vuan you 8tzte o fhe Commission exaciiy wWiul iuleresi

18 ownes Ly nou-cousSenbting owners in thllis univ, vuobiue of 4¢Bsan?

DEARNLEY-MEIER REPORTING SERVICE, Inc.

A No, Liv, 1L cuanvb.
- W Mr. Jones, il bhe vomaission were Lo grant your force
z3
53 pooling requestl;, NOW UG i ¥he produacuion oo Whe well wouda
29 douthwest converibuve Lo whe bougsbreet iateresiy
2 a
<

i Mitadoy w0 BLVILU LU, s o b Do RO uLRURK - odnaleat -
\

Ligg) & amt s0rpry Lo Gouniwos LVHab L onavonrt v 4ob Glidv. o Ludlave 106

JOULO PUOLHULY DL UhG Qhilisiiagie - tel b sorree iy Wl vig ohil laren

HRWLO peCeeaVe g hmii diuoeohr
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slon on Lhib Ll GlaG Ll il adn v Wt plolustlun weuds Le ub-~

- Lributbed 0 Liw Lulipduiside cLEled .

.,

P, el Lluda 4 daBegr e question:

Wi, veadiY: Wihis Wb, 01 vowrse, uhe prouies that ie

FARMINGTON, N,
PHONE 325.11R2

represented, b Juuw puiuwiG vuv., Lo 18 the posivion of Soutnwest
SPOQUC VIO Vukipadly iiav ae we DU wilE plucupdvay € 01 i louanission
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and the ones I have been able to contact so far have said they
will do so if the others would do so. I have not been able to

contact one; at the time, he was in jail. He has since disap-

peared. I don't have any idea where he is now. I just haven't
been able to run them all down or get in touch with them.

Q Mr. Jones, did you offer any consideration for a quit-

FARMINGTON, N, M
PHONE 325.11kZ

claim deed?

A No, sir, on the simple basis that 1 do not feel that
Grandma sold a valid consideration as such, at the time she pur-
ported to deed the entire interest.

Q So you have proceeded upon the theory that Longstreet

heirs own no interest in the property in question?

A I believe the objections that have been raised concern-
ing these are entirely technical ones.

Q Mr. Jones, you testified that a well had been drilled
in the East half of Section 14 and I believe you testified that

it was the Pearl Welks No. 17

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUOULRQUE, N. M,

A Yes, sir.
Q Would you state where that well is located?
A I don't have the exact location, but it would be in

the Northeast Northeast of Section 14,

PHOMNE 243 L5011

Q Would you state to the Commission the date that drill-
ing of this well was commenced?
A I do not have that, but it was prior to the time that

we rvequested the force pooling.

X
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L. cosneneaent wag of this well?

pace 39

MR. MORRIS: I ask the Commission to take a&hiniltrativ}

notice of the well file of the Southwest Production Company Irene

Brown Well No, 1.
MR, PORTER: Which case does that involve?

MR, MCRRIS: The Irene Brown Well No. 1 involving Case

No. 2416.
MR. PORTER: The Commission will take administrative
notice.

Q (by Mr. Morris) This well is in the Mesaverds, which
is the subject of Case 2416, 1s it not?

A Yes.

Q Will you state where that well 1is located?

A Well, the Irene Brown Well No. 1 would be located in
the Southwest of the Southeast of Section 22; I don't know the
footage.

Q Referring to the form C-~-105, the well record in this
well file, which I hand to you, is that the document that I Just
rafarrad to?

A Yes, 1t would appear that I am in error on the locationy
I thought it was located in éne Southwest of the Southeast.

Q I believe the acreage dedicatlion plat, which L now hand
you, will show that to be correct?

A Yau.

0 Will you state from the well record wiat the dakte of thd




A September 8, 1961,
Q What date was 1t completed?
A

September 17, 1961,

Q Would you now refer to the form C-128, the acreage dedi
cation plat, which I have handed to you, and I ask you to state

when this forpm was filed and by whom?

{
FARMINGTON, N, ™
FPHONE 325-11R82

A The form was filed oy -- apparently on September 5, 196

by Carl W. Smith on behalf of Southwest Production Company.

Q Mr, Smith being the production superintendent?

A Yes.

Q Now, with respect to Question No. 1 on the acreage dedi
cation plat which reads, "Is the operator the only owner of the
dedicated acreage in the plat below?” Wnat answer is given to
that question?

A "Yes,"

Q What asreage was outlined on the plat?

A The entire east 320 acres,

Q Would you explain the apparent discrepancy?

I have only one expianation. I have cautioned vien

DEARNLEY-MEIER REPORTING SERVICE, Inc.
=

ALBUQUERQUE, N, M,

against dolng this, and my advisement went unheeded,

Q Mr. Jones, arve you familiar with the practices of the

FHONF fa3.650

011 Conservation Cownlssion in the Aztec office?
A in reaspect Lo what?

Q In respect to the C-109 and ¢ 128 Pforms,

L A No, slr,

i
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Q Have you ever neard of the practice veling followed OV
the Commission in the Aztec office of what thelr position is wnhen

ihs soreane dedication plat shows an answer as "qo' to that ques -

tion No. 17

IR2

A No, 8ir, no, 1 have never conoerned myself witn the

INGTON, N .

£iling of these. This 18 part of the driliing function; 1 nhave

FARM
PHONE 325

peen retained by Southwest pimply t° nandle the land matters.

Q Can you ptave to the Cowmission what inquiries Mr. Smit
nakes before ne signe gnis form as to ownership of the acreage?

A He ha® made no inquiries of m&. He merely ascertains
the ticle satlltactorlly to the parcel of land OR which he wishes
to arill. \

Q He apparently did not sake Buch an inquiry in thils Gass
4id nhe?

A No.

Q would 1t be & reasonable sssumption that he was neglec®
ful in his duties®

A No, I wouidn't gay 80 pacause ne nas a .ap furnished

ninm which purporte to 8how that gouthwest acquired all this acre-

RS

age excepl 10T Liis viliatt and coffey interest, and at that btime,
they had agreead Lo aitner iease OF entar into an operating agren-\
vent «“iih 4B

Q) Wy, Joneb, with caapeet O phe Yren® apown Hell No. 1

Sy

do you kaoy wnether thatb wall hab pgen pesved and found capabvle

T PNty

)

,/mwgﬁ‘zg\,kx_q_u on ln_the Flora
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A 1 have opeen advised that it has actually produced, 1
believe that previous testimony before the Commission, at which
time the 320-acre spacing was set up, indicated “hat this well had
prodused -- no, maybe not, at least that 1t had been tested, 1if
not produced.

Q You cannot state definitely that it has been produced?

A No.

o] 1.3 S do you know the date upen whish Southweset
Production Company first made application for compulsory pooling
ef this particular portion?

A No,

MR. MORRIS: If the Commlssion please, application for

force pooling was filed with the Commisaion on September 29, 1961
the well having been completed on Septenber 17, 1961,

A Is that the occasion when we then withdrew our applica-

tion because we nhad entered into an agreement with the attorney

for Mr., Coffey and Mr, Millett that they would sign an operating

agreement?

2 The application o uwhich T wafor, M. Jonzg, ia thae
applic ation Lhat conw un for hoanelng.

A That cane on for heapring? Vell, there wss a prior appll

cotlon £1led which we wishdwvew because Mp, Coffey and My, Mlllett
through thelr attornoy, arrsed Lo onter Into an operating nopes-

cent for operationg of bhalye landsn,

7y
w,

That appllicaticu "iag wibthdrawn?

&)
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A Yesn.

Q Mr. Jones, would you state the name of the well in the
East half of Section 22 that 1is producing fron the Basin-Dakota
pool?

A The Cllie Sullivan No, 1.

Q Would you state where that well is located?
A That well should be located in the Northeast of the

Northeast of Sectiion 22,

MR, MORRIS: I will ask the Commission to take adminis-
trative notice of the well file on the Ollie Sullivan Well No. 1.
MR. PORTER: The Comnission will take administrative
notice of their file,
Q (by Mr. ¥orris) I hand you the C-105 form, the well

reaord of thae Cllle Sulllvan Mo. 1 and ask 1f that is the instru-

ment that you have bvefore you.

A Yes,

s} I also hand the well location and acreage dedication
forn C=128 on the subject walij; is that the instrmert I have just

A Yan .,

Q Refarring now Lo the fors €105, the well yecovrad, wlll
you gtab2 bo thez Cormission ths date upon which the Gllle Gullivan
Vell Jo. ) was comagnced?

~ - '
A July 25, 16061,

ol dnat wag tha Jdale of complefiton?




PAGE %3

1i1R2

FARMINGYTON, N, M,
PHONE 32%.

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N. M,
PHONE 243 649

A August 7, 1961,

Q I refer you now to the acreage dedigation plat form
C-128, wWould you state to the Commission what date that form was
filed and by whom?

A July 24, 1961, by Carl Smith, production superintendent

R J

Q In answer to Question No. 1, "I8 the operator the only
owner of the dedicated acreage outlined below?", what answer was
given?

A He gave the answer, "“Yas." I might say, at that tlnme
we had negotiated with Mr. Coffey and Mr, Millett, at least
through their attorneys, and they had agreed to him and Mr,
Cof{ey leasing the lands. Subsequently, when we found he would
not, we entered the force pooling action. The earlier 1nrormatlok
we had which was drawn upon the agrss #nt between Southwest's at-
torney and the attorney for Mr. Millett and Mr, Coffey, that they
would enfer into an operating agreenent covering those lands. At
that time, the Shelby rarcel and the others there were still valLF
and subsieting lesses, In ay mind, T helieve Carl Smith probably
wag actling anon thin Informatlon when he 3214 the entlire 320 acreﬁ

] 2ased upon your InPovpation thint aegoslations weve pendy
ing, 18 that correct?

A Yon, and a8 o oattor of fact, tH war considerad more
thon aegotiationg, because L had an actuul agreenent to lease on

the bagis of $50 an acre ardd 7% perceant vovalty wish coviain gx-

clugive clauses providing w2 vouldn't drill) on their land and cgop-~

e e e e PR, S

NS



DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALDUQUITHQUE, N, ™,

FARMINGTON, N, &,
PHONE 325-1182

PHONFE 243 6046%t

B tain requirements such z& that. DBetween the time that I had such

[ almabes unbil 12:00. 1 wouid dngules 15 you wivh e to cont.inue

a document drawn and returned to them, they changed their minds
and decided they would not lease. when I reproached them, or
Mr., Millett, I was told only a mule and a post never changed

their minde, that he was neither.

< Mr, Jones, can yoﬁ state to the Commission, wheiher the
Ollie Sullivan wWell Ko. 1 has been tested and found capable of
production in the Dakota formation?

A I have been so advised, but I do not know whether it
has produced.

Q Do you know the date when Southwest Production Company
first scplied for force pooling in the Dakota formtion?

a No.

¥R, MORR1IS3: If the Commission vlease, the record will

show that the application just referred toc was received by the
Commission on Cctober 11, 1961, the subject well having been

completed on August 7, 1961.

A Ig that the one that wag withdeawn?
n No, 81y, thie usp the ons that eventually wsnt to hzar=~
ing.
A I renenber thers wag one orionr Ho that utilch we with-
drav,
e MCRRIS: T vhe Commiosion bloase, wmy crosg examning

tion 1o zoing bto conbinus Cor so.@ $lee. L onote the hour of Llve

.

%)

\



or resume later.

MR. PCRTER: The Hearing will recess for lunch until

(Recess taken at five nminutes until 12:00.)

(Hearing resumed at 1:30 p.m.

FARMINGTON, N, M
PHONE 32%-11R2

MR, PCRTER: The Hearing will come to order, Dlease.

Mr., Morris, will you proceed with your cross examination of the

witness, please?

CONTINUED CRGCSS EXAMINATION

BY MR, HORRIS:

] Mr., Jones, with respect to Case No. 2453, I belleve tha
you testified that you made several efforis, reasonable efforts,
to ocontact the Brimhalls and to secure their agreement to either
sommunitize the land or to obtain a lease from them?

A In =y oninion, I thought my efforts and proposals were
reasonable, The Brichalls 414 not,

Q What was your latest offer to the Zrimhalla?

A To lease, I offered them $100 an acre and, I believe,

174 percvent reyalty.

DEARNLEY-MEIER REPORTING SERVICE, Inc.

-
i5
¢ a Q And they refused?
R
5 t
52 A Yesn,
>0
© I
S
Q Do you have tha Tator o ~idvass of the Belohalls?
& T can get 3§ for you,
0 Yould vou Larniah $hat with tha oshar inforiation thak

we nave asgkad for?

nga
i
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A Yes, [2t ma ses 1f I do have 1t hera {in ny files, I

will supply 1t to you.
Q Now, are the Brimhalls the only non-consenting interest

owners in the EBast half of 7,30,117

A Yes, 1 would say there is some question that they may
be non-consanting, because we have a lease from the Brimhalls
which we acquired from a #r, Juan Moya. Mr. !oys contends that
he has a valid and subsistent lease. To pravent any quarrels, I
attexpted to lease 211 the land from the other parties and I was
successful from all the partles except the Brimhalls,

Q So, 1t ia the position of Southwest that they are the

owaer of the entire acreage except for twenty acres?

A For the purpose of this force pooling ordar, we do not
fzel that we should be forar” s elesct as to #Enlch lsaze w2 are
¢lainming.

MR, VERITY: The address of Harold M, and Maleta Y.
Brirzhall is 6545 North First Place, Phoenix, Arigona.

Q {by Mr, Morris) Ir., Jones, has a Dakot® well been

drilled du the fas3¢ halfl of Section 77
Yoo, ole.

0 Vhat woll s that?

4 That noewld s the Buaby Jogaen Mo, 1, T gupposs,
0 dmere iy et waell Located?
& fowenld be fo vhae Northeast quacter of the sectlion,

probably the Southsast Noriheast,

L%
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MR, MCRRIS: T will! ask the Commission to take adminis-

trative notlce of $holir wWell Tlle oo Suuliimes’ Troductvion Companyl!s

Ruby Jones Well Mo, 1.
MR, PORTER: The Commission will take administrative
notice of that,

Q (by Mr, Morrig) 7T hand sou the C-105 Sarm, the well
record of the Ruby Jones %“ell No, 1. Ig that the instrurent you
have in your hand<®

A Yes, sir.

Q I hand you the well location and acreage dedication
form C-128 on this well, Referring to those instruments, {irst,

the well record, would you state upon what date that well was

snmmenaad?

A The well wag comnenced on Jfune 22, 1961,

Q What was the date of completion?

A 1t was completed July 7, 1961,

Q Refearring ta farm C-12R, the usarangs dadiaaticon plzi,
would you state when thet forn was filed with the Comnlssion and
by who 14 vas orapared?

A Tt was £1led on June 21, 1961, signed by (leorse 1.
Hoffinan, production foraman,

t

Q Now, 1in vessonne Lo “aotion Ho, 1 on that form, "Ia
the oparator the only nuner of the dedicated acpeage oublined on

the plat below,' what s thoe nnouar ho $hat guention?

I The snswer 19, "oz,

~
N

N
g
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Q What acreage 18 outlined on the plat?

-~

The entire Bast 320 acres.
Could you explain this adiscrepancy?

Q

A I don't know that there is any discrepancy. As I said,
we have the lease covering the entire Southeast quarter, which
we obtained from Juan Moya, which he contends is a valid oil and
gas lesse, Tnasmuch 28 certain of the land owners have challenged
it, I went out and attempted to obtain new leases from each of
these. Southwest felt they would rather take another lease and
Pay the partlies to be involved than to be involved in any 1iiti-
gation in the matter. ¥We do have leases which cover the entire
320 acres, and the partiec who signed the leases to us covering
the Southeast quarter contend that they are valld and subsisting
011 and gas leasges., I aim oot prepares 22 2 judge to say that
Juan is wrong, that his leases are not valld snd subsisting, be-
cause they may be,

2 Mr. Jones, are you fanillar with the Commlssion's order
Ma R-1001 ) cntered On June O, 1961, 1in Case Ho, 2288, veing the
arplication of Southwest vroduetion Company for non-standard pas
procat:ion unlt in She BEist halfd of Section 7, Tounship 30 loerth,
dange 11 Vast, orxcepting o 20-aare fteact owngd by the Brimhalle?

ﬁ Yo, Ble,

) Trat order epuolished 2 300-acre non-standard wnli,

Py

%
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Q Now, that order having been entered on June 8, what did
you 8. the Qate of that -128 wus”

I e 0-128 iz June 21,

0 So, that was some time after the 300-acre unit had been
established, was 1t not?

A Yes.

Q Which would indicate that the production foreman 4id
not check with anvone as to what acreage was to be dedlcated?

A 1t would appear ao,

o Tn all four of the cases that are here for considera~-
tion, 1t would aprear that 2 full ingquiry had not been made be-
fore the C-128 had been {*1~d7

A I don't velleve that is necessarily true. In the Rast
half of Seetlion 22, the cnly lands, at the time the notice was
fiied, that vere not under lsape to us Were thoma held hv Mr,
tizllevt and Mr, Coffey, and we supposedly had an agreement with
Wr, Mallett on? Colfey ut that tire, 80 that we should have heen
avle to dedicate the 32C acree. A® to the East half of 14, as I
explalaed to vou, we did have ail and saw lasses fwam ap indlivi-
dunl wuhich cueported teo cover thosoe lands, Tt waR not until aftel

L ohad nwde tnventizations inta She cmttor that ve dectded the

+—

Yoo ey peobaly Jotd,

o ovoreine wanh, conz, bootho Muby Sfonos Yell Ho, 1, s
o wom Aafer ohlon Phoe ool a2 hioan boeoa Aeid led and conalebod
and wenies aad Found owoduciive in khe Oa%ota foraation?

%
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A Yen, sir,

al Ape you famil'lar with the date upon which the Southwest
Production Conpany firet spplied for force pooling of the East
half of Section 7 in the Dakota fermation?

A No.

MR, MCRRIS: If the Commission please, the records of
the Cormisslon will show that the application for pooling in
this, of all interest in the East half of this Section 7 was flleq
with the Commis=ion on Moverber 14, 1961, Also, if the Commis-
sion please, scne @discusslion was entered inte this morning con-
ceming an appllicatien trat hsd bveen filed and wilithdrawn, T have
that i:formatlion avallable 2t this tire. HMr, Jonee, correct me
if I z2:1 wrong, Por the Cormission's inforration, the only three
previcus nocling caseg that were filed concerning the East half
of S=etion 7, Townsihily 30 North, Ranze 12 West, which would in-
volve Cases D416 and 2846, thut apolicatinn was filed on August 1$,
and L¢ Caasc 2325, “wdor R-0268, the Comalsslon entered its order
there on Septenver ©¢, 1961, denying the spplication for com-
plsov s pooling.  Yaot wwallcatlon was only olt¢h regpect to the
Daloir fore. lon, oo, Junt Uosadd pyeviously o an eeror, It
sould nob hove oy palatio ohiin Go Coun 36, ahvieh ralates to
tho decavards, bub woald hovy velation only on Cane PHLG,

i, SRS o el Lpgulre LT connsel eacalls fu Bhiad

- y NNy oY [ . ] oy A p SRR o VTR v i
Ynubanve, sibhoagh Lne o aopiloation was Gonied su Lo ol dee Yoing

poler Lo the cnan weior ooadd, 14 e dlaniaged ag to the partles)
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Coffey and "1llett, I Lelleve you Qhould have a telegram in your
file vhere we tent 2 telegra: suylng we weould dismiss 1t as to
those purties,

AR, MURELID . In case 2300, filed with ¢he Commiesion,
it was the application Ly Southwest [roduction Company for & non-
standard unit in the Last halyl cf Section 22 and it was not s
pooling appliicaiioii. Thul wus the appllcation which was with-
Arawi,

MR, YERITY: L stuind corrected., & ovelleve that is
correct, 1 thought it was tforce pooiing. We ask that these two
parties' property be s3et aside to fors a1 non-standard unlt with-
out them,

MR, MURRIS: That is correct., The request was exclud-
ing 4 thirteen-acre and twenvty-acre tlact in the East half of
Section 22, belonging to Miliett and Colley, interest and lan
American. 1 do not «now what interest ran American nad, but it
was listed as cone of the owners.

Q {py Mr. Norris) ir. Jones, let's talk a minute about
supervision, La youy gipgrience in the o0il busluess, what do you
conionly understand the word  supeevision’ Lo uean?

a SRR LOYY LG il Le $he s Ui soos oub and cheeky
Ehe wellis and Lhe paople wao keep the pecordw gud such,

0 VOdlG LU ogduw s iade v overhaoa ecosnses in tho aee

vadi ariilivg ol the wel

L_.._.__._.,-, e Qe

%)
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1*] it o would be part o the well cost Ltself, is that cor-+
A That ¢ the way T have treated 1%t.

MR, VERITY: I wonder if I :&y interpoee here. It mghq
save everybody some irouble, With respect to supervision, South-
west Iroducticnu Coupany is only reguesting here ten percent =8
supervislon charges, ten percens of lw Luial of drdlilng wnd
conple tion. In other words, we are only asking for the wmininunm
rather than anything furciier., Du i aske wysell cleart

IR, MOKRILN: Ten percent or the well cost of drilling
and completion for :ts supervision duriag the period of 1ts iife.
Continuing along uue samw .Line, dWr. Jones, do you ieel that set-
ting a cosi for supervision vased upon « percentage o what the
well cos8t is a redsonabtie way of arrivine =2f ihg cast of super-
vision?

A i delleve J0; a8 1 nave explelaed vefopre, #& arrived at

SUlCeia e vysien trosugin vhie sysienw of Shell's bookkeeping,

2
&

this
wilicii, over thoussads of wells, hol atlivait ob Lusge figures, Of
COUrLG, Tuuy Will Lo depeadoal apon Bhe Lypae of wall and such
bhings o8 dive, it L Sedibove Shué 9 4 So0d wsy, oul L seg 19
PeaBen Yy oo ldkJodt doueenty D WiLlioag oo 5o Yoy wiah eosunl

cubt LU you Wanhped GO asasas e acsacl dusy of suparvivlon niug

PO O P Y R T SN SRR R T Ny e f TR IR
d carcala conl for Laokivnaoolon Sheh o owoudd Lo oavooaslhauad,

. U w 0N, Ol G0l you ody «<euld Lo bie acbuad

DpOLav il b WMeL wdoa sseuohidy masshog
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A T 2nr.'t have 11y 1des. ‘Yoeu weould have the cost of your
enpluoyees, rlus his squipment wrich you would nave to depreciate
and prorate over a period of years. If you had Jjust one well and
had to hire 3 man to supervise Just core well, [ would imagine thaﬂ
your coet would be several hundred dollars a moanth.

&5 Cne way of atszaslog e o080 Tor thesa cperating cosis
and supervislion, one say of ussessing those cotis would te to
take a percentage of producilon attributable to various interests
rather than a percentage of #sli cosBts abttr.butable to the in-
taresti:

A I aappo3e 39, 1 don't kaow., That would be -- I should
think iv might be unfalr Llrn that nanner bscezuse if you had an
extremely lush well your varcensuge of thih orxductlon wlght be
nondidarably Lo exeszs of yoar cost, or oa thea other hand, if you
had a4 warginal “ell, 1t wight be less.

G Nevi, when we are talking aboul operating costs over the
1ife of the well, dhat ltenn L2 1% yYhau viciienes of thede coldid;
L3 1% the solawy 58 Bhe e

aahouaatd Lo oou,

Wier sabuehory

& Pight, Wig conveseane, B pwds of conveyanca wouald bo

g Vaa i owen alao o g ochuege Jor the swintaining of the
Aigsetol ol flen of Uhe Vi
PEEEVTR S VI IF SRR TUESS- a

O
s
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f
| A Thit W0ald e osverhead?
h A ey .
Q Folng bick to the Ltemm that you might include within
g your well costa, that would be related to overhead. What itens
Z=
4 7 would you Inelude In that? Salaries of the geolegists and engin-
) - E,m
g 36 eera’?
4 J %1 !
'i& : :ﬁ
-~ = A Yes,
L & ] Costs o~f maintaining your district office®
2 —
t ~ X
wn 2 Dver how long ¢ tine?
S " , ;
> o For the 1ife of the well.,
b~
EE o ¥all, you do nof 'mow how loag the life of the well is
. - s
: Q. polng to be?
€3
< ; Po,
L]
- oS} 0 So, how are you golng to arrive at the well cost?
=
. :E & Thzt 18 reotheyr d1fflcult, Thaot iz why certalin cosis
: 1
i ES PerEnhagy L sore equitaslis rether Ly the othoes 4ype, vwhora e
‘ ~] . -
z stabte R0, 50, ow S10D 1Y oper montih,
=
~ Tynduded v ol a0 waldl gt As opon Lnelade any ehavie
S
= ¥o Loy Sateprast®
gn
§5 A By, oSbbole ono by ot v dninhones 27 Foreo pooltog
i
Hhot Iaierest Theuld on o poynlvied, but tho vusiboie Gouh nob bo
provide; oo, ae oo ool dneladsd auy such Yo,
£ oo b veld osun Shat couthucet sreducilion Company hag

Gubmtitreag, T oot o Dl ooy Gelin fovolved in Vhese iu;‘f,ul'iug?,
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what have bLoor Shy elemerts of overhrad whlch have heen ineluded
in thore”

T taven't really studied the Lillings that have been pre-
sented to you. I don't know if they had any on there. Those wereg
the actual ccept, I telleve, that was incurred fron the actual
drilling and supplles th:t have bteen used 1n the drilling »f the
well, T dont't teenll Shay they dld inelude w1y Ltew of overhead,

¢ I don't recualil elther, Mr, Jones; that is what 1 am
wondering about., In order for Lhe Commiﬁglou to enter an order
and make a definite provisiocn with respect to payuent of well
cost 0y the ncu-consentlng owners, vhey ure golng to have {o ur~
rive at some [inai andé defliite figure Qn which to base the pro-
portionate c¢harges Lo Ve cade and my questlon is, if you have
continuing charge ior overhead, how are you going to ever arrive
at a defanite figure’

A I wiill be very diisiculs.
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om
— ‘2’ w
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not?
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Q Tf +he Snuthwest Production Company does not know the
exast mount %o be Ilntribvited t9 1 non-consenting interest, Mr,
Coffey, for example, if the Commission doas not spell out in its
ordex uzon what basis are vou going to make that?

A qe would reqiire M», Coffay fn gahmts ohsfrantg to am
which w11l daternine the interest in the land he has,

MR, VERTTV: 7 yonder (€ T aizht interpose in the res-
ponge :t thi= point. Tne slfuation of Mr. Coffey, if this Com-
misslon forcs poris, 111 not he any Afferant from any of the
other narties whn ara entitled %o be py'd for nraduction fron
the unit in question, 7ach snd avery nersim rush satisfy the

party who 18 sharged with naliing the oyment, $hat he {e entitlad

P

Lo receive hi momay that la to he oadld Yo him, Now, L€ by oany
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verity has '»at r31d3, whoy Bolds the oney 1n the meantime, 1f 1t

18 nnt Alztributed, eabjeat w2 3owe dztertination to who owne what?
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# ol

, Aoty Yaew Lliat tasre nas been any sums pald

out, Qetting specillcall,; Iowa te Ar, Zoffay's situatlion, there
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have Deen none peld, »ul L would lmagine, otherwise, if there had
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been, Jouthwest would Le in a posit-on of stake holider.
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A T halirve that 't true,
a Yerle# you gav thet nv Axtliin~ she well prior to acming
to the Conmteninn te ovtoin veoting orders. that Southwest Producq

von Cumesnys pdad ulivendy tovaed oo the clak?

Pl

A Mot ali of it, on the be=s8!ls, %3 T broke the risk down
earlier, irto three correonent rarts, 7T bellieve that is probably
a falr analveis »f the ele~ents ~f rigk: the dr111ing and corplet
Yop of that well hed d2grover twe of She o eonte 8t least. It
ghowe you were lucky ersurh tn hit, firet tvo Dakeota formation,
gnd secondly, net te have lost your vell during the course of
drilling of sp!'d well, T4 dnes ret . irn oy opinten ) disprove the
fact that the risk ~f these twe elerents irn fael existed st the

tire ou commenced the wel!l,

- Southwest Production Sompany usg net zgsured of obttzin-
nZ & poslirg order from the Tomminsion, was Lt, or what the pro-

vigions In the crden wilcoht hove beoent

A Ne,

n T¢, ¢t the €3 &roy antersed into the Ariiling of the
Wels . thers cns pe saruapannce thet pooltap orders would eaver be in

afiteni?

Thopnfovo o Soastheogt Coaduetion Coseoay pee oty thie very
natuvre of e fan iy phet?
t o N ~I«.‘ 1.
TRy wt e T Fave thet inoall,
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3 =
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- 5 u
= Z N v
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profit from the wel® |, .es= il royat Ly

A Aind the monler +he cost that you rernit us *o pay.

Q Yes, I understand that. You stated that this twenty-
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being a sunervisiecn cogh,

How, thet wer bhasad o the artelngl

cost of the well, correct®
A Yes, sir.

Q Wag that on a weill that had a shert life or long life

or a short-lived oi) well or a long-iived gas weil?
A These are nn 25 wells. egrecially the hrigher flgures
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and has signed up all of the ine;;éawintebci£;‘berore he drills
his wells because he can come to the Commimalon and get a psoiing
order that solves his problems. I think this is one of the risks
that the Comnission would be interjecting into the pooling situa-
tion if it pooled all mineral interests without specifying the
various ones,

I delieve that is all I have,

MR, PORTER: Thank you., Mr, Verity?

MR. VERITY: May it please the Commission, I will en-
deavor to be brief, but I do have some things to say and a little
law I would like to read to you,

It is difficult for me to understand why all of a sud-
den we have got all of the force pooling problem. Prior to the
tine of the lant legislation, we had a force pooling statute and
the Commisasion entered orders under the same general law and ex~
actly the same notice with which you now call the pooling appli-
cations for hearing. These orders pooled all interests. I need
not eall the Commission's attention to all of these, but 8o the
record will reflect it, allow me to cite one that I have at hand,
which is Order No. R-1880, that was issued a short tine before
this arendment of the present act. It gilows foree pooling in
320 aerea of gas prorated unit, givez 125 percent of all produc-
tion that 18 not leased wlthout refersnce to nares or any parti-

cular persons. I would like for Order R-1880 to go into the re-

cord, Heow, at the session of the last leglslature arnd prior to




PAGE TT

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUNRVERQUE, N, M,
PHONE 243 6691

that, the oil and gas industry of New Mexico was aware of the
fact that there was sonsathing about their force pooling statute
that was inadequate; specifically these were twofold: One was
there was some questior and some doubt as to whether or not the
force pooling statute of New Hc;ico was adequate to force pool

an undivided interest in a unit as contra-distinguished from a
separate parcel within the unit that was off by itself or someone
owned all of it. This had never been answered. It had been

more or less ignored, but everyone was aware of the fact that the
order uight be invalid if it force pooled such an interest. The
New Mexico force pooling statute made no application whatsoever

for a risk factor. At least a portion of the industry felt it
should have one. Py a conmittee appointed by the New Mexico 0il
and Gas Assocliation studied the question of amending and rework-
ing the force pooling statute. That conmittee came forth with
the present statute that we have, I believe almost word for word,
except that it did include a provision that risk would be included
as an iten of reasonable cost, and that was stricken by the Com-
mission, I happen to kuow a little aboui ivhat comnities, bacsuse
I was on it. They went to Cklahoma and picked up the Oklahona
atatute, and with 1t as a wodel or a norm, we used it to draft
the statute that 18 presently the New MHexico statute, Looking
backward, 1t seened to re llke an intellligent thing to do, but it

nas caused some confusion. At the tima, it Beensd like it was

Well advised, because 1t was a dody of law that interpreted that

AR
>
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and made 1t valid. We also had its many years of experience, or
g0 it seemed to the comuittee, having that ostatute applied in
Cklahoma. Particularly, I would like to point out to the Commis-~
sion that a part of the language that seems to cause us troudble
at this Juncture, particularly the language which says, "where,
however, such owner or owners have not agreed to pool their in-
terest, and where one ;uch separate owner, or oWners, who has the
right to drill has drilled or proposes to drill a well on sald
unit to & common Source of supply --" then you shall force pool.
That language is word for word out of the Oklahoma statute, The
Cklahoma statute also has got that where they have not agreed to

pool, the Commission shall force pool.
I would like to very oriefly cite an Cklahoma case

which happened. I refer to the Oklahoma Corporation Commission's
order which appears in Wakefielid vs, State, Oklahoma Supreme
Court case reported in 306, F 2D, 305, 1957 and embodied in the
decision of the Oklahoma order. It 1s as follows: "It 18 there-
fore ordered by the Corporation Commission", the commission of the
state of Oklahoma, "one, that the fexas cukipany te and hare s
authorized to drill and prcduce a well, with production of natur-
a1l gas from the Horle Sands and a coinon source of supply...',
"and that a full allowable of producticn therefron, that all per-
sons ownlng leaschold interests within sald space unit shall have

the right to participate in the drilling of said well and in pro-~

__gduction therefrom, upon the proper pay:.ent by proportionate shares
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of the cost and completion of the sald wel.. The sum of $.i77,000
18 hereby fixed as cost of said weii." Tney go on to provide thay
if they do not make the payment, they give a .iease on the property
In this particuiar law sult and ajpesa., du you know what the man

was unhappy about? He was appealing, he was anhappy because the

Commission did not give him the priviiege and permission to parti-
cipate in the well snd to be pena.ized the .50 percent of the

total cost. He sald, "That 18 a right I ought to have.' AL.
this appiication here is asking is that it Le granted i25 percent
In Okiahoma, we say that is a harsh provision, where they actualiy
take a iease away from him if he does not uay. In the case of
the New Mexico statute, 1t is watered down. This was the wisdum
of the legisiature, We do not blame the legisiature, This was
&1l that was asked of the legislature, but we say we should noct
emancipaie the provisions of the statute Lecause there 1s .anguage
in which we think we should apply requirements that do not exist,
The Oklahoma statute has never been interpreted in that way. We
do riot think this Commission shouid so interpret it. I was some-
what amazed to read these cases to find there was no Oklahoma cas+
wherein someone had confronted the Commission and sald, "I d1d nct
have an actual notice of this hearing of thils order aad thevelore

thls 18 not valid." DBDut aithough the Okiahuaa statute has now

been in force and effect, I velleve fifteon yceavrs, this presenl one,

s

conplderably in excooss of ten yeavs; in spite of this and in 8:10g

of the fact that ali of their orders have been interim, wheveln they
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merely give publication after the application is filed. 1In spite
of this fact, I 4id not find one situation thzt had gone to the
Suprene Court of Oklahoma. I sayv the reason for this is that it
is not 4 real rroblem and 1%t is not a real difficulty and we should
not maicé 1t ore here. Mississippl also has a similar pooling
statute to the one that we have here. It it very close to the
Oklanhoma and New Mexlico statutes. Mississippl has not had tkhis
particular point exactly before 1it, but I have found that the
state of Loulslans has considered this partisular point. If you
will, I am talking about whether or not this Commission has a
right to enter an order interim or that everyone that owns an in-
terest in a particular interest be given notice of hearing by
public notice in Santa Pe County and the land wherein the land
lies that is subject to the forse pooling action. In this
partieular case, and I refer to Ohlo 01l Company vs. Kennedy, a
recent law, 1947, reported in 28 So. Rep. 2nd 504, the matter
arose because of the fact that one party had a reserve interest in
tne ginerals of uis Iand, I hers wWas no produc n cf thees
iwinerals for a period of ten years, he got them back, If there
was production in the ten yeurs, the party owned them throughout
t he duration of production, The Btate of l.oulslana'e Commission
entered an ordeyr that force pooled these partlewlar lands, It
pald this ten acres 1s placed In a unit with the well that 18 ¢go-

ingg over on the other 30 acres. That well wes drilled and atarteq

producing oll and gaw wisthin the ten years, but the van who re-

b
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served his rights sald, "The force pooling order is not valld;
therefore, ny ten acres 18 not being produced; therefore, it coues|
back to me.” A party convened for this ten-year tern does not
et a right to keep 1t. Amcng other things, he saild, specifically
"the order is not valid because I didn't have notice”. What did
the law do with regard to it? The Supreme Court said, I quote
from this page 507 fron the Court session seation 5B of the act
157 of 1640, Dart's statute, 4741.15, on the question of notice
reads as follows: No rules, regulation, or order, including
change, renewal, or extension thereof shall, in the absence of

an erwergency, be rmade by the commissioner under the provisions of
this act, except after a public hearing upon at least ten days'
notice given in the manner and fori: as may be prescribed by the
Commission . . " If you will, please, that is exactly what has
been done In this case, We have caused notice to be given in the
manner that this Commission has prescritved, and I continue to
quote from it to show you that notice wis given, order No. 35,
certified copy of which 18 annexed to the pleadings, has the fol-
lowing to say on the question of notice: “Pursuant to power dele-~
gated to act 157 of the louisiana Leglslature for 1940, rfollowing
publicatlon of notice of hearing not laess than ten days prlior to
sald hearing in the Baton Rouge State Times, the offlicial state
Jouznal, and a neuspaper of general cilrculation, publishad in EHast

Taton Route parish, and Ls tha Haynesville Hevs, a nevsvaper of

general ¢lveulation published in Clatborne parish . . .7 8o,
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2hiat do ve Lavet  We lwove Lhere un interbn neulce and puulication
ir UWD ewtfspers, Une cvire in the capital of “he state, c(he one
wheve toe lanag lies, They relt thatl thils was gocd and sufficlenc
noft lee of 4ll the Literest withln the drlilling anic, ne Court
3aid, With regard to thle case, that the notlice glven was good
and sufficient and they held that the order was valld and 1t was
drawn in rem to all persons that had an- interest within the 80
acres, iun spilte of the Tact tiiab that perscn did not know about
1t and did not agree to it,

If the o0il and gas industry ig going to kKeep abreast of
the times, which 1t nas been doing, it I8 necessary for the force
pooling statute tc keep abreast of the conservation methods that
are in practice in the state. If we did not have any conservation|
we would not have need for force pooling. It you please, if this
Commission were'noc interested Ja seeing that annecessar. wells
Were not drilled, then we would have no need for the force pool-
ing statute; but a regulation of the nunber of wells to be drilled
into one common aource of supply, 1nto cne pool, is a necessBary

o th? Cﬂmn\_| malinn Anan

»y A N -~ o v o o M e e b -
vitd iy {urr Vs COomiission o ;oUTna >

condider 1t and with recard o the Mesaverde-Floraz Vista zand Dasin

Dakota formations, thia Conmisslon wakes a ororated unlit consistin

1%

of 320 gereg should hHe one welld drilled o 18, If we are going

can be deillesd Lo 1t on dAivided or andivided In-

bt

to 84y oae wel
teyvestr, they nave gonl to force vocl. Thin la eoxyctly thz orobileni

If we take g congegtad srver 1lke &ztec znd ish of Lhae uves thag

)
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18 subject to the Rapin-Dakotaz uas pool, you have got a congested
situation, You have an extremely legal situation, as evidenced
11 this case, as devonstrated here today; and it 1s necessary, 1if

we are not just golng to take these areas where we have congestion,

and draw a circle around themr and say they cannot be developed,
no one can et any of the cam that underlies 1t., If we are not
going to do that, we must zo to a force pooling order that is in
line with what we have developed up to this point. Right up to
the tlse that the amended statute came into effect, we did not
have any problem with the rizht of in rea orders. I suggest that
there is no problem now. With regard to that, I would like to
point out that the Mississlippi Court, 1n the case of Superior 011l
ve. Suite, 59 s0., 2nd 85, a 1952 Mississippi Supreme Court case,
1% was suggested to the Court that the order was not valid beczuse
they had a clause in it silmilar to the one that we have here,
which Bald {f they had a0t agreed, then the Commigsion could anter
a spacing order, This appeal sugg=sted that this was not ade-
quate, The appellant sald, "I nhave got to sgree, this is = nenes~
sity Lefore the Coumaisslon could anter 168 order.” And the
Court, in this case, Inftevprating She #liilay orovision g314d,
"This 18 aot necessavy. Tt 18 evident Trow the vepry fuact that
thene pacties are have Lovors the Couri at this tiae, that thaey
mald a0t agzree.,' Tn so rallaz, we find this statenent by stnhe Cours

"Section 10 A and € vequlven that the rartics nave pot srceed So

integrate thelr intorasts, 9ng have Tallad {0 agres,  Clearly,

e e et o i L e S e 1 A P e i oo o e e e e, S e e i . e et e
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[ the board's fiadings that the parties'hnve not £0 4agreed e cor-

rect. The testimony outlined above, the ad.isslon of the appelle#ﬂ'

and appellante' attorneys, and the fuct that this luw sult is be-
fore this court, nakes 1t manifest that this finding of the board
is supported by the overwhelming evidence.,” We think there 1s

no sinister irplication in the phrase "have not agreed.”

May it please the Commission, the phrase "have not
agreed", you must have tried to agree and have bLeen unable tc
agree, We think that this record shows clearly that good faith
and reasonable effcrt was nade to form a 100 percent unit in this
case, The applicant here has contacted everyone that they can
contact who has an interest in it. They have a lot of problems
with regard to it. If the area is to be developed, there must be
attention given to the force peoling statute which allows a party
who owns an undivided interest to go anead and &ither drill his
well or file an act proposing to drill his well and (v hiave evely
interest in the unit force pooled, the same as 13 done in Okiahoma
under the sare language that we have,

let me turn for a moment to the question of risk, then
I want %o read you from an Oklahoma case and ! am through, I
would like %o peoini oub speclific lanzusge of this statute:  “Yhere
howavaer, such ounsw or ounaery have nob aovecd 50 pool thely ine
fereatn, and where one nuch gepayato siner, o osuneprs, 9o has bthe

pight o dvrill, han deiliad or propocen Lo deill g wall B A 7T

4

Comidlsalen ahall Doves gool,  AfLer uo sab $this o, olthor the

o2
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persoﬁ‘whc hae drilled or peraon who proposes to dril)l has got a
right %o 2 force pooling order, we come down and we find out what
goee into the force poeling order. "Such pooling corder of the
Commisesion shall r:ake definite provislon as %o any cw¥ner, or
owners, who electe not to pay his proportionate share in advance
for the pro rata reimbursement solely out of production tc the
parties advancing the cost of the develorment and cperation which
shall be linlted to the actual sxpendlturee required for such
purpose not in excesz2 of what =sre reasonable, but which shall
include a reasonable charge for supervielon and may include a
charge for the risk invelved in the drilling of such well, which
charge for risk shall not exceed 50 percent of the non-consenting
working interest owner c¢r owners pro rata snare of the cost of
drilling and completing the well.,"

What wells ave we talking sbout? The weil that he
elither has drilled or ne proposes to drill, and I subrit that the
statutes accurately and sxactly refer to elther situstion., I
would offer to suomlt to this Commission that it is undisputed in
thia rage 42 the =00sct Liral Thnere hag Leean a ¢l8k run In thils
caBe, T Submlf Lo you thay risle waw run when thls well was
drilled; aven thouph Lhat clol 14 uow passed, 16 gan 2 ¢lak and
16 is 2 part of the cogt of that well, Jast as surely as the
entiing of the hole or (he placing ol bthe pilpe In titds well i
cogy (o that gall, and 15 sout be vorvns boesuse the parsy who

Grills wells will find he comes up ®With dgy ones even where he







PAGE 87

FARMINGTON, N, ™,
PHONE 325.11R2

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,
PHONE 243 65%)

To close, I would like to read to the Comuission, very
briefly, some language from the Oklahoma Supreue Court, in the
case of Anderson vs. Corporation Commimssion 327 Pacific Second
69. That is a fairly recent case, 1957. Jklahoma, as I am sure
this Commission is aware, pioneered much of the conservation leg-
islation with regard to oll quantities. They have probably done
more than any other state and in golng into this reason of why
force pooling is necessary, I would like to close with this quo-
tation: "Petroleum products have, in less than two generations,
becone most vital in the life and industry of the entire world,
They have, by reason thereof, become probably the most importént
of natursl resources., It was only natural that with the increase
in importance and use, the necessity for conservation was recogni#ed.
To curtall over-productlion and waste for the benefit and protec-
tion of the general public, restrailnts had to be placed around
the individual's rights to develop and produce beyond the demand
or need. The only logical method of restraint, other than limit-
ar well

was the curtailment of drilling by

k4

exercise of the lease pool, They evolved the well spacing laws,
but with well spaclng aleone, the object of curtallment was wet,

although eoften at the expeuse of serious inegualltiesd and inequl-

ot

1ea hetwsan the various wuineral owners and the legsees, Under
fuch primary restraints, when Eillson [the appllicant for forced

pooling in the case) drilled o well on the LO acres on which he

—owmed Can —interest;Anderson-{the nen-~consanting parviy) would havel

,iE?
B/
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no rights whatever theroin;"hin owné;;hip béihg of an lnterest in

an adjoining 40 acres. Thus, consideration of the correlative
rights of such owners and lessees became a necessary part of the
legislation. The results of the acts authorizing unitization and

pooling in each common source of 3upply in order that the excrci.J

H
FARMINGTON, N, ™
PHONE 325.1182

of the police power in the conservation of natural rescurces would

not affect too serious an undalsncing of correlative rights.”

Anderson, in this case, was unhappy again because he
414 not have the right to participate in it and pay 150 percent,
We have only asked 125 percent and in sayving that Anderson had th4
right to his force pooling under the force pooling act of the Com-
mission of Oklahoma. After that introduction, they sald that the
order complained of did not constitute a taking of property of
Anderson in any way. It granted him the right to participate in
the production from the well on Elllson's property, bui on Soen-
dition that certain requirements were met,

I want to say in this case that if there is any party,
even at this Juncture, who within a reasonable period of time from

this date or from the date of the order that the Commission 1ssu91,

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M
PHONE 243.669)

say within thirty days as a reisonable time, desires to come iu
and pay their pavt of the cost, Southwesat Production Company will

ve very happy to take Lt and will be satiaflied, tvrespective of

the fact that they have incurred an run risk in drilling of those

Wwells, aad 80 we would have no objJection 4o this Cumdlssion 9nt9v4

ing an order which finds the cost of drilliing and completing the
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well and says to the non-consenting owuers, “You will pay 125 per-

cent plus supervision out of production or pay your cost in cash
within a reasonable period of time from this order."”" We think

this Commission, if we are tc have orderly development and rrotect;

R N4

the correlative rights of everyone who is in a unit, must enforce

FARMINGTON, N, M,
PHONE 325

the statute with the force pooling order,
One more thing: There is not a thing in the application

of one force pooling order., It is not a thing in the world but
another instrument in the record of the title of the particular
tract of land that is to be considered by the party who 18 going
to drill to say who is going to be paid and can be given its con~

sideration right along with any other kind of instrument. This

does not create a problem unless we make one,

That 1s all I have.

MR, PORTER: =ir, Verity, you made reference to an Okla-
homa order, in fact you read fromn it. Do you know whether or not
that order covers an existing well, one that has already been

drilled?

MR. VERITY: T am not certain whether that well hagd beer

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALDUQUERDUR, N, M,

drilled or not; I don't belleve it had, though, because it nade

PHONFE 243 6691

pravigion for a vond o pay instead of cash.
MR. PORTHER: In your assoclate practiece before the
Oklahowa Commisslion, have you ever knoWwn them to make allovwancosn

for risk for a well that haeg already been drilled?

MR, VERITY: Yen, sly, X belleve that I cortsinly hove,

o
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_blon o Southwest Preduction Company for rwodification of these

because you can force pool one that has ilready been drilled in
Oklahoma the same as you can one that is proposed to be drilled.
When you do so, they could do one of two things: If it is someone
in the oil industry, they wil) give themn the alternative of elthey
paying their share of the cost of the well iu cash or they will
require them to give a lease and 2 bond, using a figure which they
will set. If it 18 someone not in the oil industry, they wlill
give them three alternatives. C(ne is the 150 percent and I be-
lieve they do that on wells that have already been drilled as
well as one that has not. If you ire not in the oil industry,
you can get 150 percent. If you are like Mr. Anderson, you have
got to pay or give up your interest.

MR. PORTER: Does anyone else have anything to offer

in this case?

MR. MORRIS: Yes, 8ir, I have a statement to read into
the record on behalf of Mr, Coffey:

TA8 the owner of fifteen acres of land and ainerals in
the East half of Seaction 22, Township 30 North, Range 12 VWest, I
have an interest that is directly affected by any order entered
by the C1l Conservatlon Commisslon in Capes Nos, 2416 and 2440,

"In genaral, I aa In favor of continuing the ordera
already entered by the Commisslon poolling interests in the [last
aai0 of Section 22, The provislons of Urder o, R-2151 und

Order Y, w-2008<A peem to e to be reasonavle, and the appliea-
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Q;S;rt sgbuld b; denied.

"Specifically, I am opposed to 2llowing Southwest Pro-
duction to recover 125% of their drilling coste, or allowing a
2%% additional recovery on account of any risks incurred in drill-

ing the wells involved here. They placed their own value on this

risk factor when they drilled wit hout any assurance of contribu-
tion from anyone else, and solely on the basis of what thay owned
In the way of miaeral working interest in the hall section, Hav-
ing already drilled their well, there certainly isn't any risk

f or which they should be cowpensated at this time, The risks in-
volved in drilling a welil are at best, speculative, Cnoe the
well has been drlilled, they can ve deteri:ined, and in this ocase
the risk assumed turned out to be no risk at ali. For this rea-
son the driller cannot be entitled to any compensation.

"The anplicant also asks for 104 oi 7/8tha cf the pro-
duction from these wells foron inception of production to deple-~
tion for supervisloil charges.

"Admittedly, the copcvator 1o entitled to fair price
for hig services, but a 1CZ charge for supervision is on 1ts face
80 excesusive ad Lo bae beyond all evezson,  Tha oprlgiansl allowance
aude oy he Comswoolon dn Lis cwdors o, 001G, and (-2008-A

dag auple Jor ohbs parpgose cnd phould Lo oconvlaued Lo oitest,

i no ease shoald Lpo onocealor o) bhoso gollt be al-
1oued Lo recover ay o) Lhe vosbn or charges ouy of tho L/8%n

royaliy intewest Lhai the Sommilsiion, 8 o aastee of solley, has
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L

always reserved to the land owner,

"Since this property ln’being pooled agalnst the will
vi some 0 the land~owners in the area, provision should be made
in any order entered by the Commission to insure compensation for
any surface damage occasioned to the land involved, and the
operator should be prevented from locating its equipment, tanks,
etc., near residences and outbuildings of the land-owners.

"In the event there is a change in the spacing provi-
sions of the Commission in the Flora Vista-Mesaverde Gas Pool
and the Basin-Dakota 3as rool, provision should be made in the
order of the Commission %o insure equitable sharing of produc-
tion by those whose lands have been pooled as a result of the
Commiasion's orders.

"Your consideration of this will ke appreciated.”

MR,
MR,
MR,

read?

l‘ER [
MR,
1

a8 a triaend,

under conglderation. Ve have no interact in that ot 2ll, but oue

of t¢he f'actors brought out by the Comalssloan's attorney is of deep

MORRIS: Mr, Coffey, are you ln the room?
COFFEY: Yes, sir,

MORRIS: Have ycu heard the statement that I Jjust

CCFFEY: Yes, sin,

MORRIS: 78 <hat youw stvavesuty

COFFEY:Y Yes, vlre,

SERINGER: T spatn wish to spproach the Comnlssion

We are not concerned with the four cases inmedistely

2

hi g
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concern to me, as well as the majority oY th¥ oIl INQUETYY.  THAt

was the point that every pooling order issued by this Commission

Bncuid sp2oifiecally indicate by name the interest and specify

cost of sharing by a specific amount rather than the general ac-
cepted tradition throughout the oil business, in the twenty=four

states that have pooling provisiocas, in which all interests are

FARMINGYON, N, ™
PHONE 325.3182

pooled without specifically naming them, Lncidentally, Oklahoma'ﬂ
well spacing act was adopted in 1935 and the Fatierson vs., Stanley

case arose from that, Limedliately thereafter., That was the first

pooling provision in the oil business, in answer ¢ a pooling prot¢
vision by the statute. Therefore, 1 wish to direct wy remarks
solely to that one point; as the necesaity for the New exico 011l
Conservation Commission of la,ing down a ruling or procedure, you
ara requiring all those natters which the Comuission's attoimey

went into at great length. All other faciors willi be covered by

A

written statement or probably by the New Mexico (Uil & Gas Assocla

tion when it meets.

What that imonlies. that ig the specific naming of in-

I
[AE T LY

terests Ly nawe, vavrious cosve sod avounts and 80 tforth, iLiplies

DEARNLEY-MEIER REPORTING SERVICE, Inc.
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that, ag a naitier ol fact, the very ulouvlon precediuyg your Jurlsk
dictional question, tuut welory you ceir Wrild,every wsinple in-
borest lu oa darlilllog waie nusi ve, veyohd any wouu, Lo resolved
L0, 1OV Galy your satlefdoeiv: Lt Lo Gvalyuolyts sataiilaction,

Jodoubt whethse ony driiliog unie establiShew by any wuate gous

e

buab Lar, seciuse Ly i3 LpoasiUle Lo Bave Ligio on sach and ever
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tract. In Cklahoma, for exanple, 1t goes bick to the Indian tltl*s.
We have Congressional legislation on that froo time to tine.

If whar Mw. Moprrie 33ys, that he thinks the Commiasion
should do as a natter of jurisdiction, if what he says is to be
done, then your statute shouid be like it was written in Nebraska%
what was written in Utah, and what was written in Wyoming, You
must have a refusal first, a3 a uwatter of Jurisdictlion; but that
is not what your New Mexico statute say®s where there has been no
agreerment, no specific reason why there is not any agreement but
where there is no agreement, Well, that is the way the terminolog
reads in Nevada, Oklahoma, Florida, as well as in this state.

Now, the vast majority of the twenty-~four states re-
quiring pooling use the general language, in the evant pooling is
required, they leave it up to the voards and coumigslions to de-
termine what their own particular requirenents should be. Two
states have no provision as to pooling; they just say that regu-

latory action shall have the rlzht to pool, and that is all they
Any,
Now, in ail ol nhts, let us remember that you zentlemen
aet as the New Mexico U1) Comservation Cosnisgion. Let us nob
torget your powers and duties flow fro: one thing: Conservation,
the drilling aﬁd peodaction of oil ond gas: HThat L5 youp pri avy
obJeetive; thot g vour gola foundation Cor a1l ¢hls bly sctup In

il 4% 2

this state. But in other states,; L you do not wateh out, you are

going to flange out llke the great white Cather in Yashington,
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flange out on side issues on pooling in connection with well spac-
ing. As a matter of fact, this provision, Section 653-14, has to
do with well spaeing and drilling.

S0, in all this argurent, let us remember we are only
talking about drilling and producing wells., We ares not talking
about ¢ost and thinge like that. That is only sowething imple-
mental to your authority to estavlish drilling and well spacing
units. That 18 all this pooling comes up, abouf, Just drilling
and spacing and drilling and producing of welis, That 18 your

foundation,

Now, 1f we zre to track down the title of every ninute
interest in the drilling and spacling units, the oil and the gas
will fairly well be drained out from under us, Cur concern is
that by the time you get through with a1l theee slde lissues,
you will have forgotten your vrimary Jurisdiction, your primary
duty. You will have done a wrong, not only to the coperateor, bhut
also to the oll royalty owners bhecause they are golng to be
drained from under befure you can shake a stick, Lf you zget in-
volved 1n (oo sany issugs that you forsat your prisary dubty of
Arliling and perodusliog,

Now, 1t vas »neolinted ont thas the bagls for the ngcesslity
o€ gpecitfically wentloning the navos and tho addvesses ad inferes
and the cont and all those ninug2 dotaills is forvied by one s20

tence in the statuiie:  "Such nooling ovder of the Commdysion shinll

make aelialie provislons »9 o any ownen or owuners, whi a2lecls nog
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to pay hls proportionate share 1ln advance for the pro rata reim-
bursemsent.” I will tell vou how .t has Leen solved iln other
states; I can explain to ycu why that wus put in here, the exact
copying the provislon fron octher states.

Twenty -two years 4go we had a matter in Oklahoma which
resulted in a rather unusual case. We had 640 acres on a field
and I, unlucky George, waa the one that had to Lear the work of
pooling it. The 640 acres, unfortunately, inociuded Boot Hill at
the City of Garland, located in this 640 acres. It consisted of
about 15 acres and couposed lots of -- in those duys, I guess
the fellows were 3 little taller than we are now. I guess they
vere about eight feef{ long, six feet deep, ahd about four feet
wide, and there was not uny procedure, any precedence for pooling
a cemetery and this very question came up when the Comn:ission
force pooied., How was it going to force pool 1t? Wwell, 1 think
they had 125 burial lots there, everyone of them full. It war
obvious that we could nct go 1n to speciflic naies, so we estab-
lished, I, myself, establlished with Cklahoma Commission the pre-
cedence, force pooling all interests in a drilling and spacling
unit, without the necessity of referriag to 4 single owner, i
single specific owneranip.

ALY slaves, als Luenby-Lour abates, requlelng pooling
reve o general provislon pooliag of all inieresis, of  whatever

«ind and nature, as o gencral paragraph, aboui Clve lines loang

Cbnab io jnuat pool ull dnsevesti.  In Skluhe w they go one atep
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further, they 3ay thit those pirtles who nave appearad at the

hearing for the pooling and objected to one rrovisior or another
would specificz2lly have their names In 1t, but Lt was also rollowid
by in OUklahora, and Oklahcna 1s the only Btite outside of New
Msxico up to the present time where you have parti:ular people
ecoming in and objecting to proposed drilling and where you speci-
fically name them. All the other states have general provisions,
They specifically appear at the hearing and make thelr wante hearq,
their names are mentioned in the particular order, but it is also
followed by that general order, general paragraph, force pooling
all interests of whatever kind and nature, That was put in there
for a purpose, because when an cperator coues Yo the Commlisslon
and we say we have a lease on this acreage, we allege to you that

to our best knowledge that 18 our acreage.

If w%c are wrong, we have a form where we can be taken
into court, over the head of the Disirict Court, if we have wrongt
fully taken someone else's oll or wrongfully pald out souebody
elpe's interest to somebody else who i8 not entitled to lt; we
have to pay twice, we have to pay through the nose, But when you
listen to all ¢the tes;imony fthat was brought cut this morming and
tnis alfternoon with respect Lo co8t arnd 21l of these factors, you
can see how Far af'aeld o Conisglon gann vt Ura 10s vyl ovy,
basic jurigdictlional funetion of encouraging drilling of wells,

encouraging evtavllish: xat of anitform netterns, 1f possible.

Pov witit puroose?  ¥or vhe nurpouse of pevmdotlag those

P
—x‘r
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" who .re eizer o gpand thal~ onay ta Ariil for o1l and ga8, to
hurry up and do 1t in orde: to prevent drainage. The operator is
sort of a Ltrustee; he '8 accountable tec :11 the royalty Interests)
he 1s accountavle to all 513 partners or working interests, It ii
his obligation, when he flles a2 application, that he wants to ge#
the well down, 80 that he can prevent drainage fror his pool.
That is the reason why we need haste in pernitiing those whe de-
aire to drill the right tu go 2ut and as expeditlously 8 poasible
drill and get thelr straw down in the soimon pool, 8o he can
start participating.

Now, the one provision I referred to before this as the
entire basis for the reconmendation thgt your pooling order shoulh
be specific, is the sentence 1 read there, that is assuming that
there 18 no other basis for prorating the cost of relmbursement,
that is assuming the basis of acreage, but that is not necessarily
to follow. Srme states nrorate on the zcre teet. Most of all
the astates 1lndicate that they shall participate on the baslis of
each owner's interest in the drilling and spacing unit.

Now, if you want to get into cost, I don't think that
in a specific nooling of a varticular drilling and spuacing unilt,

you need {o go in Lo wha sont, Wiyt socause 21l the costs are

act o vt TE yon sondd oot oan cperetor ninoty days afbor he
dArillis o well yhat will tho Lohal ennt Bo, he connob fnll you

hecane thay ave nob anoyvet,  th takas feom flye 0 sux wonths

o1 ther oparotary o o4 1LL Lhe cofts oo L, ang the deeper you
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go, the lougerﬁthc pertod ~f tli.e 8. 20 vne well that cost
it took us twelve ..onths to get all the LiIis 1.,
what the costs ure.

30, on a pooling and Aapacing uppileuatlon for force
ing in this state, the normal procedure s So force pool aild
tereats in a drilling and spacing unit, Then, that way, you
not have to get involved in cost, because the operator tells
total cost after he gets 211 of the costs in and the parties

the total. The operator sayes this is what T costs here, us

You cannot tell

Gomplote anat. Then 1f the workling interests and the overriding

interest owners of the drilling and spacing unit have a dispute,

$900

pool-
1=
do

the

get

L e ase—e———ee

your statute tells you the next step.

Lt says on puge 100 of

your big yvellow book, it says, "In the event that disputes, rela-

i

tive to cost -- ", 1%t goes on down here, it tells you what you

can do on a heariag ror or on disputes of costs, T say you are
trying to take fwo hurdles it one time when obviously all of tne

tille of the well are not in, when obviougly you cannot tell what

acraage, and She Uomalooioe il wse thot

the interest of each lg in a recently-completed well, becuuse all
the ahstracts have not wveen sxamined,

Yet, £ you go down aid take the acrouage substitute,
the way ather ototen hnndis Ty lnotwo narticular hearlgs; they
pool L% and goy o in thoy aooling ovdor, UhCg seccsre S the eulrle
gorespa’ and when v cebual pureey L8 orade of o) Ghe luborceuiig
At eh bl Ve nlaced Tn She pocord ond cuontliocted o the collod

M t N ’
3 ) vt T4 ERS
LLC (:u‘.u«.kuu},ll.i
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in these other states will work out the interests if al. the in-
terest hoiders cannot come to any agreement at a hearing called
specifically for that agreement. Thatf 1s wny we recomnend in
this arended pooling order a provision for subsequent hearings
on cost for pooling; that is why we say that it is to the best

interests of the industry, which I am sure you gent.emen have at

FARMINGYON, N, M
PHONE 325%.1182

heart.

You have said the purpose of pouiing 1s to prevent the
drilling of unnecessary wel.a. You have done ail those thlngs
rather laboriousiy. With one sweep, you are going to Just undo
ali that by saying, "Weli, we are golng to g0 into these particu-
lar costs, we are going to have to sit down and determine all
this." All that time, ail this oll and gas 18 being drained from
under that tract and you are certainly golng to slow down the oiil

and gas in this state,

MR, PORTER: Thank you, Mr. Sellnger,.
By the way, does that friendship extend to Mr. Morris?
MR, SELINGER: 1In the early Oklahoma City days, Buck

Morris and I always were on the same slac,

DEARKNLEY-MEIER REPORTING SERVICE, Inc.

ALBURQUEROUE, N, M
PHONE 243.6601

MR, PURTHR: This sentence, Sectlon 65-3-14, "Each
ovder ahalis descrive the lands included in the unit designated
therebpy,” that each order shali describe iv, If you have a
GO0 BpAcIng Ariliing OFGEr n & pScol in a particalar regervolr
and 1t provides f(or a maxioum drailnage of 80 muach --

.

| MR, SELINGER:  Thav presents A very interesting queatig

pg—
pon]
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T want to curry you Luck with ra when we firet atart.Y provating
gas In this stats 1n Scutheast New Moxica, T was one of thome
wha - aintataed, ind [ oaitli frdnk L oam right: §oonin you will
agree after so muny years tivit T have teen rivhi in mr conelumion
that I maintalin that drillling :nd spaciag units should follow a
governmental section, which requires 64C acres,

If you had followed that 640 acres [n Southeast New
Mexico zand In Nortiiwest Hew vexico, L€ wou hud Hrovided far that
instead of the 320 or whatever, and followed «wovernrental sub-
divisions, if you had followed that you would have ell.inated
ninety percent of the unorthodox locations, That is he cause
of the unorthodex unitg ycu have today.

When you first started, I went vack and said we have
got to unitize within the governmental sections. Then, Pop! you
want ahead and the “ommzission zranted unorthodox uniue aci-oss
governnmental sectlon lines. That 18 where all your trouble be-
gan. Ve would not e here In this case today: you would just

force pool within that 320 icres; you would say only one well to

-~ - . L L SR TR A I TCHE . TR ey e 4 .
U @OLed vl 0w wulLaaad TG SRULTS SVETY

body ia that 320 serves 56 fovce pool thair Lnherents; you would

nave lesp A2l la Lo ooy o Gonld nave 1ans cumoeceanney yalls Lo-

day Ghon you havs ful you Payidoyed Dhe oy enfal gechions
Docle Lnees,
\{. 1 [ ; ’i“ )15" .
: S b el e ctag Delneg bhodlly feon

e 2
L
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the Oklahoma statute., And I tel) you in Cklahoma they fo.ilow
governmenta. sectlons. Tiey prohibit more than one wel. to that
section. They do not grant any exceptions, They rigidly en-
force thelr governmental sections.

MR, PORTER: Mr, Selinger, referring back to ay ques-
tion where it says, "Each order shal. describe the land designate*
in the unit, do you think that applies or means a development
descoription of a particular governmentali unit or does 1t apply

to the description of each 320 acres or how?

MR. SELINGER: No, the unit described by the geograph-
ical smsetup that you say 1s the East hall of Section 22 is the
unit for such-and-such & reservolr of production of gas. You
would not have to describe sach co¢ne of them,

MR, PORTER: You would not have to describe each one of
those cemetery lots?

MR, SELINGER: No, sir. The first step is to poo. 1t.
You would set up a satisfactory unit in 1t. Although, whare we
have most of the acreage 1s not in government sections. My gosh,
you ought to see sone of those univs, They are midsummer night
dreans, nightmares., Whatecver unli you 4o describe, it 18 con-~
colvable that you wil: Galke g gortion of 4 section cf another
governeent section., You might find that it 1s noc connected
wlth whatever unlt you Juct get up and éstavlilishea. Thut g the

unit you pooi and that iz the description thet you put In Lhers,
¥ P Y

That i yvour prelinmlnary unil; that ls your unli you are force

| et 13 ¥o @
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pooiing ail the interest in. Ueneral.y, there 18 a plat attached
to each of tne units in ail the other states. That is the descrip-
tion here, I tnink.

MR. WALKER: Off the record,

(Off-the-record discussion heid.)

MR. WHITWCORTH: I wil. be generai. I 4o not want to
flank out on the aide issues. E. Paso doces not want to be un-
friendly to anycne. I think that in respect toc these four cases,
at least, El Paso 18 a iriend to the appilcant., In this case, we
concur with the position that Southwest Production Company has
taken what we think is a reasonable interpretation of the con-
pulsory pooling statute of the state of New Mexico, and we think
that the relief askad by the applicant in thls case shou.a ve
granted,; and that as a pollicy matter, the Commission's inter-
pretation should be put on the compulsory pooling statute that

it provides for an interim, that provides interim, that the order

of the Commission is directed to the land and not to individuais.
Although the rights of 1ndividuals may be affected by the order,
wWe concur wholeheartediy with wnat Mr. George dSuiiuger sald.

MR, BdZLi ﬁay il pisaze the Comaission, I wou.d like
to have permission to pale a bricf preliminary statement snd foi-
0w 1t with a suppiewental vrief,

Ag I pugted, ran Aserican nag no direct intersst In the

four cases oi Sovuthuicst Croductlon Company. 2ut we do have a

definite and cowmpel.ing interest iu vhe general vasic issues

X

(>
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brought out nere bty these tour cases on whlci the Comailsslou’s
policies and procedures .ay vwe liualiiyg O g, ke wln reason
I would like to iake a preiiminary state &n. 8 to make sure .
realize the general dasic lssues that nave rveen :ade generally

by the four Southwest cases.

PARMINGTON, N, M
PHONE 325-1182

Now, our appearance here before the Comuission is almplr
to give you the benefit of what we think 1s fair and we belleve
18 reasonable, not only to ran Americun but 1'0r all the Owners
of interests and oli or ges land operators, no matter now small
or how big they be. One of the general basic issues that I have
realized 18 the proper application of the risk penalty provision,
That has been discussed very thoroughly nere, generaliy, with
respect to a well tha: has been drilled and completed prior to
the initiation of any force pololing application.

Pan American feels that in that event no risk penaity
should e implied unliess the interests who are being force pooled
have teen given a reasonable anmount of notlce that the well wouid

be drilled. We make this recommendation because we have been in

DitARNLEY-MEIER REPORTING SERVICE, Inc.

fg the position where we thought we had a coiplete voluntary azree-
za

¥ ) _ .
&~ ment for a provation unit and 4 nora. operating agreement, L
g4 :

ez have never 3Jeen any Ghat provide for atnar than 20U pereeny

<

penalty Lf any veluntary parties vefuse o uay in cash for n
share of expensesg., We have had 1t nappen to as that one of vie
people who had advised us that they ve-. olog Lo voluoiarily

pool and we nad starved 1t based on G asBwmphlon, and hey
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would find cthey did not huve the 1l nanclal reserve such as they
were not in a poslvicii Lu pay wielil cosed. L. thav x:nd of event,

they simply pay the pendity. we certdainiy waat (o get gway from

the 200 percent penalty provided we are not golng to sign a worse

force pool.

Certainly, in that event, we feel that a penalty pro-

FARMINGTON, N, M,
PHONE 325.V182

vision is Justified and the Commission should insert one in any
force pooling order. 1 think the issue nas also ve@en LIougne up
ta bring additional or cost related to non-~producilve risk, where-

as Pan American has expressed %o the Comaission befoure that ac-

tual charges make a non-productive risk provanly one of the nost
rminor risks that the driller of & well assunes. we feel that
even if the unit veing force pooled is completely surrounded by
producing wells from the objective arrival, that the inherent
risk in driliing still warrants and justifies and urges ine Com-

risslon to insert a penalty provision ln the foree poolling order.

We feel that another area issue tnat nas been brought
up is not a real issue because everyone of us ugreed it 1s fair

and reasonable, That 18 to the effect wneiner or not a reason-

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,

able effort ghould have Lean made by the appllicant vto voluntarily

form & uniiv, ran asoeiczso would recovacng, a8 o caboaed of polley

PHONE 243.66%)

to the Comnlsgsion, ig wJo feel that all reasonable effort should
fivat ve made Lo volunturily form a prorated unli. We Leer thay

e LN

LU covvatoly o Justifliooie Vor ne Cuvirubion ob end neiring Lo

| _probe snd woei ant satlnly shemselves Lnubl 4 reasonable effort ha
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veen mafe é drodably fror the standpoint of an American, the

a8t o xrittod g casle fosos vhion Lotiaye pecognlzad is whether

or net tac Coualssicn shall force gueoli : coatending interest, or

|t

Lo Sul b . rore legal language, whether vefore the Commission
it ia ilnterim, It 13 oy hwavle and candid opinion that, based
upon the force pooling statute of the state of New fexico, that
ail force pooling proceedings verore this Commisslion zre interin
actions,

I think there 1s one sentence i vour statute which is
completely controlling. That is the last sentence in the first
paragraph. Actualliy, that i8 the parazraph that zives the Com-
mission the authority to force pool. Thne rest of the statute
tells you how the orders will be isaued and things ¢f that nature.
That senience, and 1 quote, . . .shall pool all or any part of
such lands or interest or Lotin in the spacing or proration unlt
as a unit, ' In ay opiniea, 'shall force pool all or any part’
generally conmpletely snows the leglsliative atteupt o make this

- » .
}.J, A1r By

b

an interin proceeding Lepore the Commlsslon, and artus
opinion, even if the statuve wad ol a0 cleary and 30 ¢concive, TV
cannot nelyr DUl WoORUsy, aus MU, oellinger nas satd and other lauyors
bhave anld, iadyevs Dag nore capable tonan aybeid, dalit tltleds ars
subject to Lne Conalision,

Loar o andrd any Voree pooling wrnees snsb thoy iesuee, vhoy
are, b o kaow, csruuinay couviguaa bhal Lhe ovder bhey lsswed de ow

th

neessayy craoy Lo protect Yha covvesabive righbe of old

. .

e

o~
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people luvo_snd. . €li, o c.onei uoly oab i8. ysedf U tue Gaa-
migslon has i tuabl test, Lues pasoel 10 L Shelr oWwn alad, why
a force povliag order to force the latere..s ol the parties and
the correlative rights of tne uctual owners l.terest, however far
down the line ne may sve.

The primary purpose, as i svated, and 1 hate to repeat

myself, but the purpose of the Commission la actions of this na-
ture is sliply to preveni waste and proveci correiative rignts,

and an order of these aatures will also profect the courceiutive
rights of a later-proven owner. «e, in the indaustry, certainly
we operators and certainly ran Amerlican feels that any force poold
ing order of the Commission should te dolfinite, should be as

certain as i3 humanly possible for the legal staff of the Com-

mission to prepare,

In closing, we would Bsay agaln the Commission should
consider a force pooling act interim ang Lssue tnelr ovders au-
cordingly.

MR, PORTER: Does anyone have anyvining else to say con-
cerning thidg case?

&

W, HOrds e Loaikl ot geld L7 youw po agueinst e,

)
~y

Pule Puscksdlr rhe voaalssiaon J10d salow anull Muaeah 19
f'or any interesvaed paviocs oo rnie o broald raplainday Uhaly posi-
tion. «@ will bake Lhe cape under advige.cay ol call a rocsbs,
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I, CECIL [ANGFCRD, NCUTARY t+UBLIC in and for the County
of Bernalillo, State of New Mexico, do hereby certify that the
foregoing and attached transcript of hearing was reported by
me in stenotype and that the same was reduced to typewritten
transeript under ny personal supervision and contains a true

and correct record of s8aid proceedings, to the best of my

knowledge, skill and ability,
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. southwast Production Company
- 3108 Southland Terter
! Dallas 1, Texas

& Re: Ollie Sullivan Mell ¥o. 1,
Irene Brown ¥Well, Rast Halft,
Ge~tion 22, TIOM, R21W,

Sa2n Juan County, New Mexico

gentlemen:

By Orxdar No. R-2068-1, the sbove a-rrrnge was forced pooled for
production from thw Basin-Dakotz Jas Pool; and by Order Mo.
R=-2151~A, it was furcad pooled f13r praducti~ “rom thel_ orm Vistems
Mosaverdc Gas Pocl. ™dar the ternn 2f both of these orders, AR

@ wnsevered minaral interest is considered as a 7/8 working interest

and a 1/8 royalty interest for the purpoves 0f allocating costs amd
charges., Southwest Production was further authorized to withhold
procesds Zrow production attributalle to the non-consenting working
interest until the proportionsate costs and 5% risk factor have
besn recovered,

We are repregenting Juiian Coffey, who is a2 nin-consenting owner
of an uncommitted rinerzl interest in the ahove tract, Mr., Coffey
advises us that to date, there has beer no accounting sumitted
to him on production from eithar of <“ha adbove wells nor has there
been any paymsnt accountad for or tendered for the land owners

1/8 roytlty interest for the acreage ownsd Iy hix. Under the
terms of iLim Comsissicn's ordars roveities must be paid on the 1/8
interest.

May we hear from you in connscticm with trix nattar,

Very truly yours,

JASOE W, XELIAWIN

Juk sy

ce - Of1 Conservetion Comatssion of Mew Meaxico
dr. Julian Coffey




Southwest Production Company
3108 Southland Center
Dallas 1, Texas

Cost Statement

Forced Proling Order No, R-2068-B

Lease Name:

Ollie Sullivan No, 1 (PK)
E/2, Sec. 22-30W-12W
San Juan County, New Mexico

Imvoice
No. Description Amount
120-61 Aspen Drilling Company, B-22-61
Contract drilling $ 32,500,00
32,500.00* j
8501574 Halliburton Company, 8-3-61
4-1/2" 8r multi-stage D. V. cementers 808.00
N. M. State Tax 16.16
824,16*
Clié P&C, Inc., 8-7-61
Hanlips water 73.50
2% N. M. School Tax 1.47
74,97
BC- Halliburton Company, 8-8-61
» j 607207 425 cu., ft. Pozmix-S Cement mixed 1:1 1,165,.99
& : N. M, State Tax 23,32
: 1,189.31*
CS- Halliburton Company, 8-8-61
373765 . Cementing production string 937.00
N. M, State Tax 18.74
955.74*

55514 industrial Supply Company, 8-8-61
6566'7" of 4-1/2" 10,50# J-55 8rt R-2 API Smls,

casing ST/C 7,928,49
Special testing 175.52
2% N. M, Sales Tax 162,08
8,266 ,09¢%
2551 Goodmno Welding § Mfg., Inc.,, 8-8-61
Cutoff 4-1/2" casing 17,50
2% N, M, School Tax +35
17,85*

T27242  Irdustrial Supply Company, 8-9-61
"WF" Casinghead housing 10" $/600x9-5/8" QD
8rd female W/2-2" LP outlets w/gasket,

studs and nuts 241.85
2" Nordstrom lub plug valva 38,28
Bull plug and nipple 5.03
Freight charges 16.24
2% N. M, Sales Tax 6.03
307,43+
T28657 Industrial Supply Company, 8-9-61
1 gal. Kopr Kot thread lubricant 9.30
2% N. M. Sales Tax .19
9.49*
8554 Little Tool Company, Inc., 8-10-61
feld pipe on shoe 10,50
2% N. M, State Tax .21

18 1%



Lease Name: Ollie Sullivan No. 1

Page -2-
Invoice
No, Description Amount
6-68 B. F. Walker, Inc., 8-11-61
Haul 4-1/2" casing $ 559.68
559,68+

18416 Lane Wells Company, 8-13-61
E-Gun perforations

77 holes from £452' to 6432!

60 holes from 6351' to 6331 535.22
2% N. M. State Tax 18,72
954,62*
12794 Western Company, 3-16-61 ,
Acidizing 745.00
2% N. M. State Tax 14,90
75¢,.90*
12760 Western Company, 8-14-61
Fracing at depth of 6001'-7000! 5,481.60
2% N. M, State Tax 106,83
5,583.43*
61-756 B § R Service, Inc., 8-17-61
Furnish and set 2" W mandrel plug choke 150.00
: N. M, State Tax 3.00
: 153.00*
31806 Baker 0il Tools, Inc., 8-17-61
Packing element 27.60
2% N. M, State Tax .55
28,15¢

6-79 B. F. Walker, Inc., B-17-61

Hauling 2-5/8" tubing 240,13
240,13*

716 Lohmann Oil Well Service, Inc., 821261
h Completion unit 8-12 thru 8-18 5,088.08
2% N. M, School Tax 101.76
5,189.84*

T28754 Industrial Supply Company, 8-23-01

3 - 4-1/72" 0D metal petal baskets 154.05
4-1/2" 0D 8rd MEF differential fillup collar 160,00
4-172° OD Siip joint cement guide shoe 26,45
15 - 4-1/2" Clark hinged centralizers 272,25
20 - 4-1/2" Clark cement spinners 199.00
150! (30 - 5' sections) Clark rotating scratchers 298,50
Locking compound and yellow paint sticks 11,14
2% N. M. Sales Tax 22,43
1,143,.82*

32145 Baker 0il Tools, Inc., 8-24-061
Model D retrievamatic cementer

w/accessory equipment and service 402,00
2% N. M. Sales Tax 8.04
410,04*

T28755 Industrial Sunply Company, 8-29-61
Slip and seal assy, "CA'" 10"x4-1/2"

incl., allen wrench 235.40
Seal Assy, type "R" 310" x 4-1/2" 80.01
Spool tubing head "F" 10" x 6" 2000# WP

w/2-2" std. outlets 344,50
Bit pilot w/wire rctainer, flange, bull plug

and gaskets 68,62

% N. M, State Tax 14,57

743,10*
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T28756 Industrial Supply Company, 8-29-61
Valve tree cameron, single string solid

block btm, flg. 6' 20004 $ 550.00
Studs, nuts, tees, and other misc., fittings 47,36
Less 1% freight allowance (5.50)
2% N, M, Sales Tax 11,84
603,70*
T287S7 Industrial Supply Company, 8-29-61
Flanges, nipples, rings and other misc. fittings 75.93
2% N. M, Sales Tax 1,52
77.45*
T28758 Industrial Supply Company
8 - 2" welds 20004 WP 40.00
2 - Gauge pr. marsh 4-1/2" face 3000# 47.28
Hanger tubing FBB 6'x2" EUE 59.92
Needle valves, bull plug, and other misc. fittings 53.52
2 - valve cameron gate "F" 2"x5-1/16" 2000# NC
Freight charges on 1286# € 4.25 54,66
2% N. M, Sales Tax 5.11
260,49*
119-61 Aspen Drilling Co., 8-22-61
Third party services by Schlumberger for sonic log 571.06
571.06*
Stmt. San Juan Engineering Co., 5-4-61
Stake location and survey elevation 100,00
2% N. M. School Tax 2.00
102,00*
= : 65591 Valley Steel Products Co., 8-24-61
= ' Sale of thread protector (16.57)
(16.57)*

28782 Industrial Supply Co., 8-31-61
643374" of 1-1/2" 10rd non EUE JCW-50

—

3 : tubing TEC W/J-55 2.75# beveled coupling 2,795.93 i
‘ 17,692# freight from mill @ 1,62 286.61
Hamling tno location 61.20
2% N. ", Sales Tax 62.87
3,206,61*
28808 Industrial Supply Co., 8-31-61
3-7/8" Tricone bit 95.63
Freight on 10# @ 4.43 .44
2% N. M. Sales Tax 1.92
97.99*
3578 Panhandle Steel Products Co., 9-26-61
210 bbl. 1/4-3-3 API flat bottom welded
steel storage tank 1,188,50
1" Rolling line, 2" downcomer, 4' landing,
API stairway, tar paper, 2" stack valve 267.08

16" x 7-1/2" production unit w/3-phase separator,
all std. accessories submerged in 30" x 7!
indirect heater w/split coil bundle w/submerged
choke, 3~-phase controls all mounted and

pipgd up 3,911.07
2- Reinforced concrete foundation blocks 40,00
2% N. M. State Tax 108.13

5,514,78*
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7535 Monarch Construction Co., 10-12-61
Lay flow line, connect tank, fence pit $ 218,50
218,50*
22182 Industrial Supply Co., 10-18-61
94.08' of 2" EUE 8rd 4.70# J-55 tubing T&C 58.85
147% of 2" blk. API line pipe T&C 80,51
21.20' of 1" blk. API line pipe T&C 5.57
Freight from mill 3.54
2% N. M, Sales Tax 2.97
151,44
3299 Goodman § Sons; 10-18-61
Surface damages 50¢C, 00
500, 00*
26 Key, Inc., 10-15-61
D-6 cat to clean location 84,00 ;
2% N. M, School Tax 1,68 g
: 85.68* :
?
29197 Industrial Supply Co., 10-25-61 4
Nipples, plug valves, buill plugs, ells 82.50 3
2% N. M, Sales Tax 1,65 ;
84,15*
7643 Monarch Construction Co., 10-31-61
Fill with glycol and water 21,70
21,70*

J10-1 Rental of 2" EUE J-55 tubing for drill out

; string for the period Aug, 12 thru Aug. 16 500,00
500.00*
‘ : J~10-3 Drilling well overhead for the period July 25
e ‘ thru Sept. 16 (53/30 of $250) 441,49
. 441,49+

J10-9 Direct salary and auto expense charges
stake location and make settlement for

surface damages 8 hrs, @ 7,4} 59,28
Auto expense 65 mi, @ 1C% 6.50
Drilling engineer and geologist; check

samples to TD and run casing 55 hrs. @ 6,41 352,55
Auto expense 110 mi, @ 10% 11.00
Completion engineer; perforate and sand-water

frac, completion 158 hrs, @ 7,41 1,170,78
Auto expense 210 mi. @ 10¢ 21,00

Production foreman; clean well, potential
test, set production equipment, and clean

up location 52 hrs, € 4.43 230.36
Auto expense 72 mi, @ 10¢ 7.20
1,858.67%
28793 Industrial Supply Co,, 9-30-61
2 - 8" x 10" - 20" W/G Fir 59.33
2% N. M, Sales Tax 1.18
60,52*%
29180 Industrial Supply Co., 11-15-61
Ells, tces, unions and other misc. fittings 44,44
2% N, M, Sales Tax .89

45,33*
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29198 Industrial Supply Co., 11-21-61
1/2 drum Diethylene glycol $ 58.89
2% N. M. Sales Tax 1.17
( 69.06*
, L-117 Key, Inc., 11-22-61
{ D-6 cat and operator to clean up location 120,00
: 2% N. M, School Tax 2.40
‘ 122,40
TOTAL $ 74,493,.91

“
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