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ROBERT L. BAYLESS
PETROLEUM CLUB PLAZA SUILDING

P. 0. BOX 1841
FARMINOTON, NEW MEXICO 87401

——
March 14,_1229—,,)

Energy & Minerals Department
0il Conservation Division
P.O. Box 2088

Santa Fe, NM 87501

ATTENTION: Mr. Joe D. Ramey

RE: Commission Order #R~6193

B T P I

Gentlemen:

The above Compulsory Pooling Order provides that upon written notification,
Merrion & Bayless can request an extension of time for commencement of

drilling a well in the SW/4 of Section 27, T24N, R2W, NMPM, South Blanco-
Pictured Cliffs Pool, Rio Arriba County, N.M. Due to the unavailability o
of a satisfactory drilling rig, Merrion & Bayless have not been able to '
contract the services necessary to commence the drilling of this well fi
and therefore request a 90-day extension. ‘<;

Yours truly,

MERRION & BAYLESS

By 7 , <
ROW. BAYLESS

Xc: Hobbs OCD
Artesia OCD
Aztec OCD

RLE/eh
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o~
) MR. NUTTER: Call next Case Number 6723.
2 MR. PADILLA: Application of Merrion and
3 Bayless for compulsory pooling, Rio Arriba County, New Mexicor
4 MR, BAYLESS: I'm Robert L. Bayless. I've
5 appeared previously before the Commission and my gualifica-
6 tions are on record, I believe. #
7 MR. PADILLA: Do you represent yourself,
s Mr. Bayless?
8 MR. BAYLESS: Yes. |
ofs. '
- 1 ~
3 g gg (Mr. Bayless sworn.)
- ‘.‘
2 3; r
E 2 : k
> s 13 ;
| 5 MR. NUTTER: Go ahead. Q
B8 "
" MR. BAYLESS: May I submit Exhibit One, s
15 , E
being an acreage plat. :
16 «
This is a -- we are making a request for :
17 ' -
a forced pool crder on the southwest quarter of Section 27,
18
Township 24 North, 2 West, Rio Arriba County, for a Pictured j
19 : :
Cliffs gas well. :
20 :
When you look at the exhibit you'll notice
21 :
there is one Federal lease and two Brown fee leases. This
is just a coincidence that Brown fee leases are not related
;) to each other.
24 | |
We have a lease on the Federal minerals in
25
i the northwest 40. We have received a demand letter from the

~
B
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1 USGS to develop this 40-acre tract because of a well imme-

2 | diately to the northwest, to the north.
3 So we have that 40 under our -- in our

4 name. We have a farm—but on the 80 acres being the east

T T TR Y

8 | half of the southwest, called the John F. Brown fee. We

have attempted to obtain a lease from Psul and Marie Brown,

7 being the southwest of the southwest, unsuccessfully.

8 We request a pooling order cove;ing this
9 entire 160. We request, because of the risk involved, a
g§§§ 10 300 percent factor on the iﬁvestmen.*: pertaining to that
:z; 5 é‘g n acreage.
;’Ei% 12 MR. NUTTER: Okay, Mr. Bayless, you have.
gggg 13 a Federal lease on the northwest of the southwest, right?
@3z u MR. BAYLESS: Yes,
e MR. NUTTER: You have a farm-out on the
1 east half of the southwest.
7 MR. BAYLESS: Right.
8 MR. NUTTER: And as the farm-out-ee, you
® have working interest rights there.
2 MR. BAYLESS: Yes.
2 MR. NUTTER: What's the status now of the
2 40 acres to the southwest southwest? ;
MR. BAYLESS: This belongs to Paul and
2 ‘ Marie Brown. We have been unable tb obtain a lease from
25; them. We have offered that they could participaté in the
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drilling of the well. They have been -- they have not been
interested in doing that.

MR. NUTTER: And that land is not, to your
knowledge, leased to anyone at this time?

MR. BAYLESS: They had a lease on it that
expired November the 1lst, to my knowledge. The lease was

not perpetuated by production. The lease covered other

acreage.

MR. NUTTER: Who was the lease owner at
that time?

MR. BAYLESS: Rio Grande Exploration.

MR. NUTTER: And their lease expired
11-1.

MR. BAYLESS: Yes.

MR. NUTTER: Did you negotiate with Rio
Grande Exploration and try to get an arrangement with them
to dedicate that land to this well?

MR. BAYLESS: Yes, and they had an obliga-
tion pertaining to the base lease for the drilling of a
Dakota test, which they did not commence by the November lst.
The lease expired. They were not able to drill a Dakota
test.

MR. NUTTER: Would this Pictured Cliffs
well have perpetuated the lease for them?

MR. BAYLESS: No. Their lease had a re-
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| LN B quirement of a Dakota test.
2 MR. NUTTER: I see, and you're proposing
31| a Pictured Cliffs well here.
4 MR. BAYLESS: Yes, sir,
5 | MR. NUTTER: Now, in your negotiations with{
6 Paul and Marie Brown, you have attempted to obtain a . lease
7 from them.
& MR, BAYLESS: Yes.
s MR. NUTTER: And so far you've been unsuc-
ggg? 10 cessful in obtaining that lease.
:°§'§ n MR. BAYLESS: Yes.
‘ "} gifi
' ;;jzf: 12 MR. NUTTER: And you have attempted to
ggg% B bring them into a voluntary communitization as working inter#stf
aes b owners with you on your proposed well?
1 MR, BAYLESS: TI've met with the Browns
16 repeatedly and I've explained to them that there were about
v three avenues. One, to lease to us; one to join in the
8 drilling -- or number two, to join in the drilling; and
s number three, to go through a forced pocoling hearing.
20 And the first two choices were not ac-
21
ceptable t6 them.
z MR. NUTTER: And so you're here today.
; “ MR. BAYLESS: Okay. Do you have any other
“ :, exhibits there you wanted to discuss?
® i} MR, BAYLESS: No, sir.
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1 MR. NUTTER: Well, what's the cost of the

2 ‘ well going to be? What are the anticipated factors in a

from being drained?

3 compulsory pooling, which is requested here today?
4 MR. BAYLESS: We ask for a 300 percent re-~
5 covery. Our estimated costs will be approximately $920,000.
6 MR. NUTTER: Do you have an AFE? i
? MR. BAYLESS: I do not have an AFE with j
8 me. I can submit one, if you -- | ' :]
9 - MR. NUTTER: You estimate it will be i
%%%g 10 90,000. 1Is that for a producing well or --
ggég n MR. BAYLESS: That's for é completed
B ggﬁg 12 Pictured Cliffs well at a dep£h of 3400 feet. | §
ang 4
Egég 13 MR, NUTTER: You're requesting a 300 per-
535 " cent charge for anyone's interest in here. Are you aware ,;
s that the statute limits any penalty to 200 percent? ' !
16 MR, BAYLESS: Well, I have trouble with my 3
7 } grammer. As I understand it, it's cost plus 200 percent. ;
18 MR. NUTTER: Right, so it would be 200 per- |
19 cent penalty factor plus 100 percent actual share.
20 MR. BAYLESS: Yes, sir.
2 MR. NUATTER: ©Now, why are you asking 200
percent risk factor, Mr. Bayless, when you're apparéntly
} offset to such ah extent by a producing well that the USGS
2 H is making a demand that you drill this acreage to keep them
5 |
|
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1 MR. BAYLESS: The USGS demanding offset
2 wells does not necessarily -- is not necessarily indicative

3 of the calibre of the reservoir, the reservoir rock, or the

4 wells.
5 The wells in this area are very erratic
6 in their performance.
7 MR. BAYLESS: | Where is the nearest Pictureé
8 Cliffs producer to your proposed location?
9 MR. BAYLESS: It will be in the northwest
g§§§ 10 160 and it will be in the northwest of the northwest.
ﬁ ggéi n MR. NUTTER: Are there any other Picturgd
§§§% 12 Cliffs producing wells in this area?
>g 1% 13 .
;Egg MR, BAYLESS: To the northwest again over
@83 “ in Section 28 there ara Pictured Cliffs wells. All these
o 15 wells are well -- are well within a stripper category of
16 gas Qells. In other words, they -- all the wells in the
v immediate area are making less than 60 Mcf a day.
18 MR. NUTTER: Are they old wells? Are they
1 new wells?
20 MR. BAYLESS: Yes, the one immediately to
= the north is quite o0ld. It's thirteen years old.
2 The one immediately to the west is a very
?; % recent well drilled by El Paso. It's a unit well.
2 MR, NUTTER: And it would be classified as
25

a stripper, also?
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MR. BAYLESS: It appears to me, the pro-
duction I've seen, that it will be.

MR. NUTTER: How about operating costs, Mr.
Bayless? What are your costs for combined fixed rates for
the overhead?

MR. BAYLESS: I don't know what we're

charging now, to tell you the truth. I'm sorry. I'll pro-

vide you with that information. We have one thing for
Pictured Cliffs and another for Dakota, and I don't remember
what our Pictured Cliffs rate is now.

But it will be -- we have -- well, we have
many joint operations with major companies and our rate will
be what is commonly accepted in the San Juan Basin.

| MR. NUTTER: I think most of those wells
up there carry a combined fixed rate overhad charge of about
$150 a month.

MR. BAYLESS: I started to say that but I
couldn't swear. I know it's been crawling up in the last
year or so. |

MR. NUTTER: How about if we talk about
$150 a month?

Okay, are there any questions of Mr. Bay-
less? Does anyone have any guestions?

He may bhe excuéed.

Does anyone have any statements they wish
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to make in this case?

MS. BROWN: Yes, sir. I'm Mary Ann Brown.
MR, NUTTER: Did you want to testify,

Ms. Brown?
MS. BROWN: yyes, I would like to testify.
MR. NUTTER: Okay. Would you swear Mrs.

Brown, please?
(Mrs. Brown sworn.)

MS. BROWN: To start --

MR. NUTTER: Mrs. Brown, are you Marie
Brown, the owner of the 40-acre tract which is in the
southwest quarter of the southwest quarter of Section 27,
Township 24 North, Range 2 West, the lands that are the sub-
ject of this hearing today?

MS. BROWN: We have just leased that land
to another company, and --

MR. NUTTER: You're the -- you're the fee
owner of the lands?

'MS. BROWN: Yes, my husband and Y are the
fee owner of that 40 acres, but we have leased it from the
surface down to another company. In fact, we've been dis-
cussing this for guite -- we had a temporary agreement sinceg

October the lst, before the lease ever expired. We com-
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- 1 pleted the lease last night.
2 But there are a few things that I need to
3 discuss with you, even though the -- this lease has several
4 stipulations in it. For ‘instance, the last stipulation is
5 that the lessee may not -- the lease may not be assigned
¢ without the lessors consent. That is, they could@n't lease
7 it to Mr. Bayless without our consent, even -- that's im- g
8 portant in this lease. %
9 MR. NUTTER: Who is your new lessee? k%
gg;g b MS. BROWN: JIt's the Sandia Corporation, |
-1
3 §=§§ " Sandia 0il and Gas Company, Incorporatad.
§§§% 12 MR. NUTTER: Is that an Albuquerque com-
Egé: 3 pany? :
e, |
MS. BROWN: Yes, I believe it's Albuquer- §
» dque. The address is here somewhere. ?
1e Anyway, we've been discussing it with
v them for quite some time. They're more or less the succes-
* sors to the Rio Grande Exploration Company. Part of them
® are successors to that company.
2 This started more than a year ago in July
z of 1968. Some people came ton onr house and they wanted to
cross this particular 40. They came in on a private road
;J to my home. And théy wanted to cross this particular 40 to
“ put down a well location. And they put it only a few feet
= 5 north of our boundary in Section 27; north of this 40vacres.

'y
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1 We're not referring to 34. This lease covers 34, too.

2 l We asked who -- what company it was and

3 they said Merrion and Bayless and that they wanted to --

4 they wanted to put a well there, and when they went out

5 there, we discovered that they were including this 40 acres

6 in their lease, or they thought they were going to drill on
7 160 to cover this 440.
8 Well, we told them to please tell Mr. Bay-

9 less that they didn't have it leased; that our lease had

gggs 10 run out and we refused to re-lease it to the same company
%2;}: n because they had agreed to put down a Dakota well and they
:D E%EE 12 hadn't, and we wouldn't re-lease it to that company.
Bia,
ggéi 13 Well, he did nothing for nine months. He
535 1" didn't offer me a lease. He did nothing and the land was
15 there unleased, and finally he sent mé a copy of the lease
16 after T had already been contacted by the Rio Grande ser-
iy vices and was more or less -- more or less agreed. VWe
1 hadn't signed a lease, but we'd agreed that we would lease
hd to them. I thought maybe he wasn't interested in it.
20 But then they came in several times and
2 wanted to use the rcad across our property and a road on an
2 easement that we have. We don't own the property. I have
» 23 a copy of the easement here. We had bought the easement,
24 the pavement, and he wanted to use this road. It was washed
® | out, in bad condition, but we were using it every day to
r
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get in and out to our house, It's less than a quarter of a
mile from the pavement to this quarter acre of this 40 acres
he wants.

And he told me that he would repair the
road; he'd put in a couple of culverts and put in, I think,
two cattleguards,; I believe, or something to that effect,
and that he would work over a dam that had washed ouvt; the
dam wa;hed out this winter, this last winter, because we're
in the area where they had to get the military officials to
get us out.. We're in that very bad, snowy .area and it
ruined the dam. 8o he couldn't have come -- gone acrcss
the 40 acres to get to the site because every time it rained
the water ran out across the road and without repairing the
dam, he couldn't get across the 40 acres. He could have
gotten on the private easement to the property but he
couldn't have crossed it.

And he agreed to do that, and we really
made an effort to try to sublease to him. We went to Rio
Grande Services and in fact I have some copies here to ten-
tative agreements that we signed where they were going to
sublease through the Pictured Cliffs to Mr., Rayless., Angd
he sent me out another agreement. He realized that we have
been leasing land, that and other land, for several years
for approximately $20.00 an acre a year, so by not leasing

at all for about nine months, he had saved himself about




1 $800 or $900 because from July, when they located the site,

2 until March he did nothing.

3 I have a copy of the first lease he sent
4 me the 23rd day of March asking to lease the land we have . .
5 in Section 34, as well as that in -- and in each lease --

6 this is -- this is the trouble, and this little item may

7 not mean much to you people but my hushand and I are older

8 people and we've cut wood for years, and it says here,

9 "Lessors shall have the privilege at his own risk and ex-
g§§§ 10 pense of using gas from any gas well on said land for stoves
-
g:gg n and inside lights in the principal dwelling located on the
-xS -

';‘ggé 12 lease premises by making his own connections thereto."
.
535 13
—das We told Mr. Bayless that the use of the
<E3]
wol “

road and for the lease, we'd not take a bonus, if he would

s connect up the gas in one trailer house cn that property,

16 and he said, oh, he couldn't do that.

17 MR. NUTTER: You mean connect it up at
18 . . .
his expense, ‘run the line?
19 . .
MS. BROWN: At his expense instead of me.
20
MR. NUTTER: And run the line over to the
21 .
trailer house.
MS. BROWN: Yes, that is what we asked,;
and he said, oh, no, he couldn't do that.
24
, Then we asked him if he would let us do it
28 !

| and if he'd pay for it. Well, the argument wasn't particu-
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N 1 1
: arly whether we were supposed to pay for the well or not
2 pay for it. But he came in and he said, oh, no, you can't
3 have the minerals in that 40 because we're going to put the
4 hole down on Federal land that you don't have any minerals
5 under. WNow, the other two 40's belong to old man John F.
¢ Brown, who was a very close friend of ours, though he wasn't
_7 related. He has the other two 40's and in his patent hne
8 had all of that land. I have a copy of the patent here.
9 The whole thing was leased at one time some years ago, in
g§§§ 10 '42, I believe, and they got the gas fér their homestead out
- g ég n . of part of this larger lease of 320. So Mr. Bayless wouldn'T
o igi% 12 have that problem. 1In fact there's no house on those two
§§§2 13 40"s there, and of course, the Federal government lease, it
358 .
has no house on it.
s So I was the only one that wanted the
16 connection. It wasn't whether I owed for the connection or
v I didn't owe for it.
A Now it seemed to me that it wasn't prohi-
® bitive fqr him to put it in for the lease money, you under-
2 stand: We were -- in all of our leases lately we've gotten
# 15 percent of the minerals. We haven't leased for several
2 years for less than 15 vercent of the minerals, and he put
W 231 that in the lease and this is the last one he sent me, but
245 even if I had to put it at my own expense, you understand,
25

we would have done it. But the problem is he says that we
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= 1§ don't have any right to it; even went to the trouble of
H
2 | getting a letter from the -- aren't you Mr. Padilla, Mr.
3 Ernie Padilla?
4 MR. PADILLA: Yes, ma'am.
s MS. BROWN: You're the gentleman I talked
e to ovef the telepﬁone concerning this, and I talked to a
? couple of attorneys. Of course, I -~ I don't know much
8 about how the effect might be on people, but I do know that
9 we have other property and neighbors have property like this.
gE%é 10 | wWell, if three 40's are owned by minerals which have to have
—_ g ég 1 the -- that is, it's in the contract, you understand, this
| 3;3; 2§ is the contract. He didn't cut that out of the contract.
>3 |
- é' 1 He just thought that the idea was that we really weren't
_ » pooling it, that we didn't have any rights,
& 1 Now my understandin‘g of pooling is that
16 whenever we go together, it's all one -- one property.
v Isn't that the idea?
1e MR. NUTTER: I believe you're right, Mrs.
19 Brown.
20 MS. BROWN: And that I would be entitled
2 to exactly the same thing that I had before I pooled, which
2 would be 15 percent of 1/4th of this, because there's only
) 2 sne 4Q involved, of the minerals, which is in the lease, and
# ! he ~- we had no argument over that.
% i: The only argument we had was whether I
|
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was entitled to gas and oii for one dweliing on that 40 acres

Not only for the lease on it but for the
use of the road, because I was letting him use the road that
I had an easement to that's our private easement that we
bought at quite a bit of expense so we could get to the high-
way easier ourselves. 1It's strictly a private road 40 feet
wide.

MR, NUTTER: So you weren't able to come
to any agreement with Bayless?

MS. BROWN: We didn't come to any agreement
and I went and discussed this with the othef gas and oil
company. I had gone to the trouble of - invthe temporary
agreement, this here is the assignment, the first one that
we made with the -- we didn't make it with Merrion and Bay-
less. He wasn't interested. He said he'd just wait till
%t went out and then, you know, he would -- if they didn't
drill, why then he would get it from me.

MR. NUTTER: Well, now you have made a
lease with Sandia Gas and 0il Corporation.

MS. BROWN: And they have agreed to put gasg
and oil in this -~ on my prop=rty, that is.

MR. NUTTER: Well now, presumably, if the
Division should enter an order pooling the lands as requested

by Merrion and Bayless here today, then Sandia 0il and Gas

Corporation would be a 1 /4th yorking interest owner in the
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- 1 well,
2 MS. BROWN: I don't know. Some of them
3 said that they probably would be here today but then they
4 said they thought they probably would -- they couldn't, as
5 far as I'm concerned, Mr. Bayless has not done anything to
6 my road. He used it to -- this road which is on Section 28
7 adjoining 27. It has nothing to do with the 40 acres, reallyﬁr
8 It's the easement we bought from a neighbor.
9 : I would not re-assign my equity, or the
gg §E 10 right I have with Sandia, to Mr. Bayless unless he came in
:5?}5 1" and fixed my road the way he tcld me he was going to do.
_ o~ R23da
§§§£ 12 MR. NUTTER: Well now, did you get a 15th -L
Eggg 13 did you retain 15 percent royalty when you leased to Sandia?
CLH " MS. BROWN: Yes, 15 percent.
15 MR. NUTTER: Now that's the interest that
16 you say you wouldn't transfer to Mr. Bayless?
17 MS. BROWN: Now, I just wouldn't assign
18 anything to Mr. Bayless, according to this conﬁract, there
I is quite a lot in here. I wouldn't assign anything to him
20 until he -- this was not in connection with Sandia. We
2 didn't lease them that road. They're coming on -- in on
another road.
) 2 I feel that he owes me at least for re-
.
24 pairing the road because he did use it; not a lot. He hasn'y
% f drilled a well, you understand, but he did use it to locate
!
{
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™ 1 hi . Ly S
1s well site and ne has come out there several times and I
2 spent hours making cut those papers, trying to come to some ‘
3 agreement where we could assign the property to the explora- ,i
4 tion drilling company.
5 MR. NUTTER: And there's no way that he
¢ can get to this location he's proposed except across your
7 land?
s MS. BROWN: No, he can go other ways. He
o just thought it was the fastest and easiest, at least that
ofss 10 :
sggé was my -—- I think he can go other ways, yes, but I feel he
~ gnég " is under obligation to me to go ahead and work over the road
- -;‘Eg% 12 whether he uses it or not because of the fact that he said
gggg 3 that he would, and he did use it.
®83 by That's my only po’int. Of course, this
b does have some other provisions in here, guite a few, but
16 we did, we retained 15 percent of the minerals.
v MR. NUTTER: Now, do you have the mailing
® address for this Sandia Gas and 0il Corporation? Do you
® have their mailing address there on that document?
20 MS. BROWN: I don't think it's on here.
z I have an address here but I don't believe this is on here.
It's on Eubank, wherever that is, some place on Eubank. I
) was there last night.
24 | 1
u Well, I'11 look in my purse and locate a i
%
i card where you can -- |




10

1

12

13

SALLY WALTON BOYD
CERTIFIED SHORTHAND YEPORTER
Banta Fe, New Mexico 87301

31034 ¥iazs Blanca (J06) 471-34812

15

16

17

18

19

21

23

24

jotting up into those sections, and also that we own quite

MR. NUTTER: If you could get hold of them
and tell them to give us their address, unless we already
have it, I'm not acqguainted with the company myself.

MS. BROWN: TI'll be most happy to, yes,
I'll be glad to.

MR. NUTTER: Just tell them we need their
address.

MS. BROWN: Now, that's my only trouble --

MR. NUTTER: Mr. Bayless might need their
address, too. I don't know.

MS. BROWN: I would like to know for my
own satisfaction, and I feel that perhaps you're the people
to say, I have other property where we have the same situa-
tion except in a little way different. We own the surface,

quite a large tract of land, but we don't own the minerals,

you do, but we have some 40's that we own the minerals on

a strip of lots, 47-acre lots, you know, up and down the sid%
where the. geographical surveys came together, and we —- I
want to know could our mineral rights, the right to have it
in a house, a dwelling on the property, could it be taken
away from us under those circumstances, or do we have the
right, when it's in the contract. I mean I'm talking about
what's in the agreement that you sign?

MR. NUTTER: Well, I couldn't answer that.

I L YT T
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Mr. Padilla could.

MS. BROWN: That's what I wanted to know.
I talked to two other attorneys, incidentally. One of them
was with Standard 0il and another man whe's a contractor,
and they both said no, that they couldn't take it away from
us.

MR. PADILLA: Mrs. Brown, I don': think
this is the subject matter of this case today, and I'd be 1
happy to discuss it possibly at some other time, but at this
time I don't think that yov should take up time discussing
what your rights may be under -- in other lands.

MS. BROWN: It's ia this lease. I mean
in this lease right here, that these people have agreed that
I can have it on that 40 acres it they --

MR, NUTTER: Well, I believe, Mrs. Brown,
that it's always considered that when production comes from
communitized lands, whether they're communitized by order of
the Division or communitized voluntarily, that thé productio#
is considered to be coming from all of those lands.

MS. BROWN: Thank you, that was my impres-

sion --
{
MR. NUTTER: Not where the well is. |
MS, BROWN: -~ you understand, that that
was -~ I just want what comes to me, you understand, but

that was the only argument I had with Mr. Bayless.

I




Page 22
.
1 MR, NUTTER: You would be receiving royalty
2 under the southwest southwest and if the provisions are such
3 that you're supposed to get the gas there, I think you're
4 contributing gas, it might be you'll have some gas in your
6 trailer house one of these days.
6 MS. BRCWN: Well, thank you, very much
7 MR. NUTTER: Yes, ma‘'am, thank you.
8 MS. BROWN: I'm not contesting it, but I
o will get you the Sandia Company's address. I have it here
g§§§ 10 sore place.
31
z 33 N MR. NUTTER: Okay. Were there any ques-
-~ g 3 '
72L& | tions of Ms. Brown?
B3a;
S :
§§§- 13 MR. BAYLESS: Is it proper for me to make
LR
- u any statements?
1 MR. NUTTER: Yeah, I'm going to let you
16 make a statement, if you wish. I just wonder if you have
v any questions of Ms. Brown? Before she is excused.
1. MR. BAYLESS: None that I know of.
1 MR, NUTTER: Okay, Ms. Brown, you may be
20
excused,
21
Now we'll call for statements. Does any-
one have any statements they wish to offer in Case Numbar
‘) l 6723? Mr. Bayless?
| 24 | |
i MR. BAYLESS: I'd just like to make two
25
:  points.
|

DT T T e PO
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First of all, this well is going to be
located on U.S.A. minerals, and I have a letter from the
3 USGS saying that they do not recognize household gas to be
4 taken from a well located on U.S.A. minerals, and I'm really

in no position to judge whether this is correct or not, but

8 that's their position.

7 And secondly, I'd just like for the record
s to show that the only use of Mrs. Brown's road has been for
9

me to go in and talk to Mrs. Brown. We have rnot moved any

equipment in it. We have not -- we are not utilizing the

(608) 4713462

New Mexioo §7501
b
-

road for the drilling of the well or access to the well.

CERTIFIED SHORTHAND AEPORTER

SALLY WALTON BOYD

H 12 . :
. a We have brought a road in from the north where it does not g
F R :
5 =§ cross her property. 5
. e P
2 “ ' 1
After talking to Mrs. Brown several times, 3
7 1] 4
: I thought that would be more appropriate. !
16 . .
: MR, NUTTER: Thank you.
17
Does anyone else have anything they wish ]
18 1
to offer in Case Number 672372 ,
i
19
We'll take the case undexr advisement.
20
21
(Hearing concluded.)
, 23
24 |
i
25 i
|

9
[
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qu‘ -
MR, NUTTER: Call naxt Case Number 6723,
2
MR. PADILLA: BApplication of Merrion and
3
Bayless for compulsory pooling, Rio Arriba County, New Mexico.
‘ .-
MR. BAYLESS: 1I'm Robert L. Bayless. 1I've
5 )}
appeared previously before the Cormission and my qualifica-
6 _
tione are on record, I belieave.
7 4
MR, PADILLA: Do you represent yourself, ,
8 |
Mr. Baylessa? :
9 ;
MR. BAYLESS: Yasn. |
ofs.
2f v
z233 v |
j Eg;i“ (Mx. Bayless svorn.)
- ) ;g 12
115
>g3% w
g'ggg MR. NUTTER: Go ahead.
wy3 14
MR. BAYLESS: May I submit Exhibit One,
15
being an acreage plat.
16
This is a -~ we are making a request for
7 '
a forced pool order on the southwest gquarter of Section 27,
18
Township 24 North, 2 West, Rio Arriba County, for a Pictured
19
Cliffs gas well.
20
¥hen you look at the exhibit you'll notice
21 :
there {2 one Psdaral lcase and LWo Biowin fee leases., Tuis
ig just a coincidence that Brown fee leases are not related
. 23 :
o to each other.
24“ . |
f We have a leasc on the Federal ninerals in
25 ) t
i the northwest 40. We have received a demand letter from the
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-~
! USCS to develop this 40-acre tract bacause of a well imme-
2 diately to the northwest, to the north.
3 8o we have that 40 under ouxr -- in our
4 name., We have a farm-out on the 80 acres being the cast
§ »half of the southwest, called the John F. Brown fee. Ve
. have attempted to obtain a lease from Paul and Marie Brown, |
? baing the southwest of the southwest, unsuccessfully.
s We regquest a pooling order covering this l 3
b entire 160. We request, because of the risk involved, a |
g§§§ 10 300 percent factor on the investment pertaining to that
'3 gggg n acreage.
- ;gé% 12 MR. NUTTER: Okay, Mr. Bayless, you have
>8 1% 13
;_‘}Eéi a Federal lease on the northwest of tne southwest, right?
@es " MR. BAYLESS: Yes,
. MR. NUTTER: You have a farm-out on the
1 east half of the southwest.
i MR, BAYLESS: Right.
* MR. NUTTER: And as the farm-out-ce, you
® have working interest rights there.
2 MR. BAYLESS: Yes,
“ MR. NUTFER: What's tha statns now of the
40 acres to the southwest southwest?
D = MR, PAYLESS: This belongs to Paul and
“ | Marie Brown. We have been unable o obtaln a lease from
® 3 them. Ve have offered that they could participate in the
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drilling of the waoll. They have been -- they have not been
interested in doing that.

MR. NUTTER: And that land is not, to your
knowledge, leased to anyone at thig time?

MR. BAYLESS: They had a lease on it that
expired November the lst, to my knowledge. The lease was

not perpetuated by production. The lease covered other

acreage.

MR. NUTTER: Who was the lease owner at
that time?

MR, BAYLESS: Rio Grande Exploration.

MR. NUTTER: And their lease expired
11-1.

MR. BAYLESS: Yes.
MR. NUTTER: Did you negotiate with Rio
Grande Ekploration and try to get an arrangement with them

- Y - . 2 cr %R
and to thisp well?

¢
o
4]
o
'

MR, BAYLESS: Yas, and they had an obliga-
tion paertaining to the base lease for the drilling of a
Dakota test, which they did'not commence by the November lst.
The lease expired. Thev were not able to drill a NDakota
test.

MR. NUTTER: Would this Pictured Cliffs
well have perpetuated the lcase for them?

MR. BAYLESS: ¥YWo. Thelr lcase had a re-

RS A

L R
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gquirement of a Dakota test.

MR. MUTTER: I sce, and you're proposing
a Pictured Cliffs well here.

MR. BAYLESS: Yes, sir,

MR. NUTTER: Now, in your nagotiations with
Paul and Marie Brown, you have attempted to obtain a lease
from them.

MR. BAYLESS: Yes.

MR, RUT&ER: And so far you've been unsuc-
cessful in obtaining that lease.

MR. BAYLESS: VYes.

MR. NUTTER: And you have attempted to

bring them into a voluntary cormunitiration as working intete*tﬂ{

owners with you on your proposed well?
MR. BAYLESS: 1I've wet with the Browns

repeatedly and I've explained to them that there were about

ro Y. v e P o boem Vrmamoam dem svar e
- Lo o § -k ————

ue; one 4o doin in the
drilling -- or number two, to join in the drilling; and
number three, to go through a forced pooling hearing.

And the first two choices were not ac-
ceptable to them.

MR, NUTTER: And so you're here today.

MR. BAYLESS: C:ay. Do you have any other
exhibits there you wanted to discuas?

MR. BAYLESS: UNo, sir.
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MR, NUTTER: Well, what's the cost of the
well going to be? What are the anticipated factors in a
compulsory pooling, which is requested here today?

MR, BAYLESS: We ask for a 300 percent re;
covery. Our estimated cests will be approximately $90,000.

MR, NUTTER: Do you have an AFE?

MR, BAYLESS: I do not have an AFE with
me. I can submit one, if you --

MR. NUTTER: You estimate it will be
$0,000. 1Is that for a producing well or --

MR. BAYLESS: That's for a completed
Pictured Cliffs well at a depth of 3400 feet.

MR. NUTTER: You're requesting a 300 per-
cent charge for anyone's interest in here. Are you aware
that the statute limits any penalty to 200 percent?

MR. BAYLESS: Well, I have trouble with my
grammer. As I understand it, it's cost plus 200 percent.

MR. NUTTER: Right, so it would be 200 per-
cent penalty factor plus 100 parcent actual share.

MR. BAYLESS: Yes, sair.

MR NUTTRR: Nowr, why ave vou asgking 200

-~ e cmivecmmas

u

percent risk factor, Mr. Bayless, when you're apparently
offset to such an extent by a producing well that the USGS
is making a demand that you drill this acreage to keap them

from being drained?




Page
MR. BAYLESS: Thoe USGS demanding offset
2 [}
wells does not nacessarily -~ 1is not necessarily indicative
3 of the calibre of the reservoir, the reservoir rock, or the
4 wells.
5 ,
The wells in this area are very erxratic
8 in their performance.
? MR. BAYLESS: Where is the nearest Pictmdl
8 Cliffs producer to your proposed location?
® MR. BAYLESS: It will be in the northwest
oss. ‘
3555 "} 160 and it will be in the northwest of the northvest.
oL _
[ 4 "
-~ g“;é MR. NUTTER: Are there any other Pictured
. -3
-t 12
;ggé Cliffs producing wells in this area?
“§f; ® '-
Je53 MR. BAYLESS: To the northwest again over
wys 1"
in Section 28 there are Pictured Clififs wells. All these
- 5 . .l
wells are well ~-- are well within a stripper category of
16
gas wellas. 1In other words, they -~ all the wells in the
17
immediate area are making iess dian 60 Mef a day.
18
MR. NUTTER: Are they old wells? Are they
19
new wells?
20
MR. BAYLESS: Yes, the one immediately to
2
tha narth ia quite 0ld, Tt'e thirveen years cld,
The ona immediately to thoe west is a very
W recent well drilled by El Paseo. It's & unit vell.
24
: MR, HUTPER: And 1L would be classifiad as
2
" a stripper, also?
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9
MR, BAYLESG: It appears to ne, the pro-

2 duction I've scen, that it will be.

3 MR, HUTTER: How about opcrating costs, Mr|
4 Bayless? What are your costs for combined fixed rates for
5

the overhead?

6 MR, DAYLESS: I don't know what we're

Y charging now, to tell you the truth. I'm sorry. I'll pro-
8 vide you with that information. We have one thing for

9 Pictured Cliffs and another for Dakota, and I don't remember

o5 s,
sg;z 10 what our Pictured Cliffs rate is now.
-3 1
ez
- 5;:’3 n But it will be -- we have -~ well, we have
e - -
;§ EE 12 many joint operations with major companies and our rate will
g
4E g be what is commonly accepted in the San Juan Basin.
« = 3
nYe
° " MR. NUTTER: I think most of those wells
15
up there carry a combined fixed rate overhad charge of about
8 1 $150 a month.
v . BAYIESS: I started 4o say that but I
1
8 couldn't swear. I know it's been crawling up in the last
13
year or so.
20
MR. MUTTER: MHow about if we talk about
21
$150 a month? |
2
Okay, are there any questions of Mr. Bay-
- 23 .
p | less? Does anyone have any quastions?
’ 24 |
- ke may be excused.
25
| Doeg anyone have any statements they wish
!
[
; I
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to nake in this casca?
2
MS. BROWN: Yos, sir., I'm Mary Ann Brown.
3 MR. NUTTLR: Did you want to testify,
4 Ms. Brown?
8
MS. BROWN: Yas, I would like to testify.
8
MR. NUTTER: Okay. Would vyou swear Mrs.
7
Brown, please?
8
9
(Mrs. Brown sworn.)
of s
8§
g‘si " MS. BROWH: To start --
e’ 12
3 é% MR. NUTTER: Mrs. Brown, are you Marie
> é‘ 13
2t .i Brown, the owmer of the 40-acre tract whioch is in the
wEs 14
southwest quarter of the southwest gquarter of Section 27,
15
Township 24 North, Range 2 West, the lands that are the sub-
16
ject of thia hearing today?
17
M5. BROWN: We have just leased that land
18
to another company, and -~
19
MR. NUTTER: You'vre tiie ~~ you're the fee
20
ownexr of thae lands?
21
M2, BROWM.  VYas, my huzhand and I ara the
2
fee owner of that 40 acres, but we have leased it from the
23 ‘
o surface down to another company. In fact, we've boen dis-
29 | ;
. cussing this for quite ~~ wa had a temporary agreement since |
25
i! October thae 1st, before the lease ever axplred. e com-
|
¢ }




/\ 1
I pleted the leasc last nignt.
s
2 i
But there are a few things that I need to
3
discuss with you, even though the -- this lease has several
4
stipulations in it. For instance, the last stipulation is
5
that the lessee may not ~~ the lease may not be assigned
6
without the lessors consent. That is, they couldn't lease
7
it to Mr. Bayless without our consent, even ~-- that's im-
8
portant in this leas=s.
9
: MR. NUTTER: Who is your new lessee?
of s 10
SEE: MS. BROWN: It's the Sandia Corporation,
®sse
4 1
-~ §§§§ Sandia 0i)l and Gas Company, Incorporated.
s -t = E 12
;gsf MR. NUTTER: Is that an Albuquerque com-
> g é". 13
<E2] pany?
083 "
MS. BROWN: Yes, I bellieve it's Albugquer-
15
que. The address is here somewvhere.
16
Anyway, we've been discussing it with
17
them for quite some time. They're more or less the succes-
18
sors to the Rio Grande Exploration Company. Part of them
19
are successors to that company.
20
This started more than a year ago in July
21
of 1268, OSume poople Caia to our house and tiey wanted to
22
cress this particular 40. They came in on a private xoad
_ 23
" to my home. And they wanted to cross this particular 40 to
24
put down a well location. And they put it only a few feet
2 |
; north of our boundary in Section 273 north of this 40 acres.
{




|
| -
- 1 E We'reo not referring to 34. This loase covers 34, too.
2| We asked who -- what company it was and
3 they said Merrion and Bayless and tiat they wanted to --
4 they wanted to put a well there, and when they went out
5 there, we discovered that they were including this 40 acres
6 in their lease, or they thought they were going to drill on
7 160 to cover this 40.
8 1 Well, we told them to please tell Mr. Bay-
9 less that they didn't have it leased; that our lease had
gggé 10 run out and we refused to re-lease it to the same company
- ggég n because they had agreed to put down a Dakota well and they
§§§§ 12 hadn't, and we wouldn't re-lease it to that company.
: ggéi 13 Well, he did nothing for nine months. He
@8z " didn't offer me a lease. Ile 4id 'nothing and the land was
1 there unleased, and finally he sent me a copy of tle lease
16 after I had alresady been contacted by the Rio Grarde ser-
17 ricas and wasz mere or lesz - more or less agrssd. We 3
18 hadn't signed a lease, but we'd agreed that we would lease 5
" to them. I thought maybe he wasn't interested in it. %
2 But then they came in several times and 1
2 wanted to use the road across our property and a road on an :
z casement that wa have. We don't own the property. I have |
/ a copy of the easement here. Ve had bought the cagcment,
2 the pavemont, and he wanted to use this road. It was washed
% ) out, in bad condition, but we were using it every day to
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I  get in and out to our housc. It's less than a quarter of a
mile from the pavemont to this quarter acra of this 40 acres
he wants.

And he told me that he would reéair the
road; he'd put in a couple of culverts and put in, I think,
two cattleguards, I believe, or sonething to that effect,
and that he would work over a dam that had washed out; the
dax washed out this winter, this last winter, because wa're
in the area where they had to get the military officials to
get us out. We're in that very bad, snowy area and it
ruined the dam. So he couldn't have come ~~ gone across
the 40 acres to get to the site because avery time it rained

the water ran out across the road and without repairing the

SALLY WALTON BOYD
CERTIFIED SNORTHAND REPORTER
Sant. Fe, New Mexico A7301

3030Plaxs Blance (505) 471-2462

dam, he couldn't get across the 40 acres. He could have

3
gotten on the private ecasement to the property but he

16
couldn't have crossed it.

17
And he agreed to Qo that, and we reaily

<1}

18
made an effort to try to sublease to him, We went to Rio

19
Grande Sarvices and in fact I have some copies here to ten-

tative agreements that we sigred where they were going to

21
sublease throuadh the Picturad Cl1iffs to Mr. Baviesa. and

he sent me out another agreement. Ha realised that we have
been ieasing land, that and other land, for several vears

24 |
E for approximately $20,.00 an acre a year, so by not leasing

i at all for about nine months, he had saved himself about




1 $800 or $900 because frcin duly, when they located the site,
2 until March he did nothing.
3 I have a copy of the first lease he sent |
4! me the 23rd day of March asking to leass the land we have
5 in Section 34, as well as that in -~ and in each lease -~
s this is -- this is the trouble, and this little item may ‘ '
7 not mean much to you people but my husband and I are older :
s people and we've cut wood for years, and it says here, I
_9 "Lessors shell have the privilege at his owm risk and ex-
g§§§ 10 pense of using gas from any gas well on ssild land for stoves
§=§§ " and inside lights in the principal dwelling located on the
;Eg; 2 lease premises by making his own connections thereto.® [
;‘gg 3 We told Mr Bayless that the use of the §
°8s " road and for the lease, we'd not take a bonus, if he would ,t
b connect up the gas in o;me trailer house on that property, %
® | and he said, oh, he couldn't do that, %
v MR. NUTTER: You mean connect it up at ;
18 his expense, run the line? j
® MS. BPOW:i: At hia expense instead of me. %
2 MR. NUTTER: And run the line over to the 3
g trailer house.
MS. BROWH: Yes, that is what we asked,
and he said, oh, no, he couldn't do that,.
“ > Then we asked him 1€ he would let us do it
® | and if he'd pay foxr it. Well, the argument wasn't particu-
/ .
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lariy whothur wo were supposced to pay for tho well or not
pay for it. But he came in and hn-said, oh, no, you can't
have the minerals in that 40 because wa're Joing to put the
hole dowii on Pederal land that you don't have any minerals
under. Now, the othor two 40's belong t6 o0ld man John F,
Brown, who was a very close friend of ours, though he wasn't
related. He has the other two 40's and in his patent he

had all of that land. I have a copy of the patent here.

tThe whole thing was lecased at one time some years ago, in

'49, I believe, and they got the gas for thelr homestead out

‘'of part of this larger lease of 320. So Mr. Bayless wouldn't

have that problem. 1In fact there’s no housc on those two
40's there, and of course, ghe Federal government lease, it
has no house on it.

So I was the only one that wanted the
connection. It wasn't whether I owed for the connection or
I didn’t owe for it.

Now it seemed to ive that it wasn't prohi-
bitive for him to put it in for the lease money, you under-
stand. We were -- in all of our leases lately we’ve gotten
15 percent of the minerals. UWe haven't leasad for several
years for less than 15 percent of the minerals, and he put
that in the lcase and this is the last one he sent me, but
even 1f X had o put it at my own expense, you understand,

we would have done it. But the problem is he says that we

e ved A ae L

e La

gt RS ae

iy i

Y
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g den't have any right to it; oven went to the trouble of
getting a letter from the -- aren't you Mr. Padilla, Mr,

3 Ernie Padilla?

4 MR. PADILLA: Yes, ma'am.
5 MS. BROWN: You're the gentleman I talked
s to over the telephone concerning this, and I talked to a

couple of attorneys. Of course, I ~- Y don't know much

8 | about how the effect might be on people, but I do know that

9 { we have other property and neighbors have property like this.
gg% 0 } Well, if three 40's are owned by minerals which have to have
- %géﬁ 1 the -- that is, it's in the contract, you undarstand, this
- §§ 5,5 12 is the contract. He didn't cut that out of the contract.
ggég 13 He just thought that the idea was that we really weren't
@8 u pooling it, that we didn't have any richts.
. Now my understanding of pooling is that
16 whenever we go together, it's all one -- one property.
v Isn't that the idea?
1 MR. NUTTER: I balieve you're right, Mrs.
1 Brown.
2 MS. BROWN: And that I would be entitled
& to exactly the same thing that I had before I pooled., which
would be 15 percent of 1/4th of this, because there's only
‘¥; one 40 involved, of the minerals, which is in the lease, and
24?! he -- we had no argument over that.
% i The only argument we had was whethor X
! |
{
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wag entitled to gas and oil for cna dwelling on that 40 acres

ot only for the lease on it hut for tlhe
use of tha road, becausc I was letting him use the road that
I had an easement to that's our private easement that wa
bought at guite a kit of expense so we could get to the high-
way eagier ourselves. It's strictly a private road 40 feet
wide.

MR. NUTTER: So you wereé't &ble to come
to any agreement with Bayless?

ME. BROWN: We didn't come to any agreement
and I went and discussed this with the other gas and oil
company. I had gone to the trouble of -- in the temporaxy
agreement, this here is the assignment, the first one that
we made with the ~- we didn't make it with Merrion and Bay-
less. He wasn't interested. He said he'd just wait till
it went out and then, you know, he would -- if they didn't
drill, why then he would get it from me.

MR. NUTTER: Well, now you have made a
lease with Sandia Gas and 0il Corporation.

MS. BROWiHI: And they have agreed to put gas
and oll in this -~ on my property, that is,

MR, HUTTER: Well now, presumably, if the
Division should enter an order pooling the lands as requested

by Merrion and Bayless here today, then Sandia 0il1 and Gas

Corporation would be a 1 Ath yorking interest owner in the
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o P well,
2! MS. BROWHs Y don't know. Some of them
3 sald that they probably would be here today but then they
4 sald they thought they probably would -- they couldn't, as
5 far as I'm concerned, Mr. Bayless has not done anything to
€}l my road. He used it to -- thiﬁ road which is on Section 28
7 adjoining 27. It has nothing to do with the 40 acres, re-lly
8| It's the easement we bought from a neighbor. ) '
9 I would not re-asaign my equity, or the
gggé 10 | right I have with Sandia, to Mr. bayless unless he came in
- g; gg n and fixed my road the way he told me he was geing to do.
- §§§§ 12 MR, NUTTER: Well now, did you get a 15th -
gg ég 13 did you retain 15 percent royalty when you leaged to Sandia?
. “w33 " M5. BROWH: 'Yes, 15 percent.
. MR. NUTTER: HNow that's the interest that
6 | you say you wouldn't transfar to Mr. Bayless?
7 MS, BROWN: How, I just wouldn't assian
18 anything to Mr, Bayless, according to this contract, there
19 is quite a lot in here. I wouldn't assign anything to him
2 A until he ~~ this was not in connection with Sandia. Ve
A dién't lease them that road. They're coming on -~ in on
another road.
B = . r feel that he owes me at least for re-
2 | pairing the road bocause he did use 1it: not a lot. He hasn't
® g! drilled a well, you understand, but he did use it to locate
i t
{

L
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his well site and he has come out thore several times and I
spent hours making out those papers, £rying to come to some
agreemant where we could assign the property to the explora-
tion drilling company.

MR. MUTTER: And there's no way that he
can get to this location he's proposed except across your
land?

MS. BROWM: WNo, he can go other ways. He
just thought it was the fastest and easiest, at least that
vas my -- I think he can go other ways, yes, but I feel he
is under obligation to me to go ahead and work over the road
whether he uses it or not hecausa of the fact that he eaid
that he would, and he did use it.

That's my only point. Of course, this
does have some other provisions in here, quite a few, but
we 4id, we retained 15 percent of the minerals.

MR. NUTTER: Now, do you have the mailing
address for this S5andia Gas and 0il Corporation? Do you
have their mailing address there on that document?

MS. BROWN: I don't think it's on here.

I have an addrasa hore hut I don't halieve thic is on here.
It's on Eubank, wherever that is, some place on BEubank. I
wag there last night.

Well, I'11l look in my purse and locate a

card whare you can -~-
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HPR. NUTPER:  If you could get hold of then
and tell them to give us their address, unless we already
have it, X'm not acquainted with the company nyself.

MS. BROWMN: I'll be most happy to, yes,
I'll be glad to.

MR. NUTTER: Just tall them we need their
address.

M8. BROWN: Now, that's my only trouble -- F

MR. NUTTER: Mr, Bayless night need their |
address, too. I don't know.

MS, BROWN: I would like to know for my
own satisfaction, and I feel that perhaps vou're the naoplae
to say, I have other property where we have the same situa-~
tion except in a little way differant, We own the surface,
quite a large tract of land, but we don't own the minerals,
you do, but we have some 47's that we own the minerals on
jotting up into those sections, and also that we own quite
a strip of lots, 47-acre lots, you know, up and down the gide
where the geographical surveys came together, and we -~ I
want to know could our nmineral rights, the right to have it
in a house, a dwallinag on the property, conld it ha talken
away from us under those circumstances, or do we have the
right, when it's in thc contract. I mean I'm talking about
what's in the agreerment that you sign?

MR, NUTTER: Well, T couldn't answer that.
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Y| Mr. padilia could.
2 MS. BROWH: ‘hat's what I wanted to know.
3 I talked to two other attorneye, incidentally. One of them
4 was with Standard 0il and another man who's a contractor,
5 and they both said no, that they couldn't take it away from
) us.
7 MR. PADILLA: Mrs. Brown, I don't think
8 this is the subjeét matter of this case today, and I'4 be
s happy to discuss it possibly at some other time, but at this
gsgé 10 time I don't think that you should take up time discussing
§§§ " what your rights may be under -- in other lands.
-;.gg;i ” MS., BROWN: It's in this lease. I mean
»88
gggg in this lease right here, that these people have agreed that
"R " I can have it on that 40 acres if they --
* MR. HUTTER: Well, I believa, Mrs. Brown,
10 that it's always considered that when production comes from
v ocommunitized lands, whether they're communitized by order of
® the Division or communitized voluntarily, that the productiodﬂ
® 183 considered to be coming from all of those lands.
2 MS. BROWM: Thank you, that was my impzil—
“ sion --
= MR. NUYTTER: Not where the well is.
MS. BROWI: ~- you understand, that that
“ . wag -~ 1 juse want what comes to m2, you understand, but
® E that was the only arcument I had with Mr. Bayless.
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MR. HUZTER: You would be racciving royalty
under the southwest southwest and 1f the provisions are such
that you're supposed to get the gas there, I think you're
contributing gas, it might be you'll have some gas in your
trailer house one of these daye.

MS. BROWN: Well, thank you, very much

MR. WUTTER: Yes, ma'am, thank ybu.

MS. BROWN: 1I'm not contesting it, but I

will get you the Sandia Company's address. I have it here

some place.,

MR. NUTTER: Okay. Were there any ques-
tions of Ma. Brown?

MR. BAYLESS: 1Is it proper for me to make
any ztateménts?

MR. NUTTER: Yeah, I'm going to let you
make a statement, if you wish. I just wonder if you have
any questions of Ms. Brown? Before she is excused.

MR. BAYLESS: MNone that I know of,

MR. NUTTER: Okay, Ms. Brown, you may be
excused.

HNow we'll call for atatamants. Dosg anv-
one have any statemcnts they wish to offer in Case Humber
6723? Mr. Bayless?

MR. BAYLISS: I'd just like to make two

points.
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Firat of all, this woll is goina to be
located on U,.8.A. nminerals, and I have a lettar from the
USGS saying that they do not recognize household gqas to be
taken from a wall located on U.S.A. minerals, and I'm really
in no position to judge whather this is correct or not, but
that's their position.

And secondly, I'd just like for the record
to show that the only use of Mrs. Brown's road has been for
me tc go in and talk to Mrs. Brown. We have not moved any
equipment in 1t. We have not ~- wa are not utilizing the
road for the d&rilling of the well ox access to the well.

We have brought a road in from the north whare it doss not

W er -——

cross her property.
After talking to Mrs. Brown several times,

I thought that would be more appropriate.

MR, MUTTER: Thank you.

Does anyons else have anything they wish
to offer in Case Humber 67232

We'll take the case under advigement.

(flearing concluded.)
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REPORTER CERTIFICATE

BOYD, a Certified Shorthand Reporter,

DO HEREBY CERTIFY that the foregoing and attached Transcript
of Hearing before the 0il Consexvation Division was reported
by me; that the said transcript is a full, true, and correct
record of the hearing, prepared by me to the best of my

ability from my notes taken at the time of the hearing.

Sally W. Boyd C.S.R.
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ROBERT L. BAYLESS

PETROLEUM RMUR B ATA Bt oA

®. 0, 80X 1841
FARMINGTON, NEW MEXICO @740

November 16, 1979

.A“”"\.‘
State of New Mexico : S !
Energy & Minerals Department i RS b
241 Conservation Division o s AW
P.0. Box 2088 CrLenT el T e
snt‘ Fe’ m 87501 j;;\\'{{r‘\l " [-‘/ (‘
ATIN: Mr. Dan Nutter w’f#”

" Case #6723 ;’*

Gentlemen:

Supplementing our testimony of yesterday, enclosed please find a

letter from the U. S. Geological Survey which pertains specifically
to the case at kand. Historically, within a pro-ration unit, if more
than one iease is involved only the landowner upon whose land the well
is actuzlly situated is entitled to the free household gas. Obviously,
if this were hot so, there are situations where many royalty-landowners
would have small leases all going into a given pro-ration unit and the
household gas if provided to every landowmer would consume the lajor
part of the well's productive capability.

One alternative solution would be for the Browns to take part of their
royalty in kind but this would necessitate a meter to be set at the well

head and to compound the problem they would nedd to lay a line across
the WR/NW of Section 27,

As I outlined during the hearing we are willing for this 40 acre tract
(SW/SW of Section 27) to participate either through joining, farming
out to us or through the forced pool prodedure. However, it should be
noted that the Browns originelly leased to Rio Grande Exploration and

now to Sandia 011l & Gas, neither being established oil and gas operators,

so it would seem prudent that if we are not sllowed the Forced Pool

procedure and that Sandia Oil & Gas wishes to participate in the drilling

of this test well, that they be required to advance their proportionate

L o T aF e oerrer it P e

chare of the APE prior to commcncement of drilling.

The problem we encountered in taking a Pictured Cliff farmout from Rio

Grande Exploration was that their lease with the Brewns required a Dakota

formation test well to validate their lease and consejuently, if they

i heal g el
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failed to do this, our farmout and drilling of the Pictured Cliff
test well could still not result in a valid lease on the 40 acre
tract ia question. In talking with Mrs. Brown, it is my impression
that the current lease she has made with Sandia 0il & Gas has the
same Dakota test well xequirement.

In summation and in view of the complications we request a Forced
Pooling as we originally requested.

Yours truly,
MERRION & BAYLESS

C ata/pb

Enclosure




United States Department of the Interior

GEOLQCCICAL SURVEY
Federal Building
701 Camino del Rio
Durango, Colorado 81301

Octcber 18, 1979

/g Ko

Robert L. Bayless
P. 0. Box 1541
Farmington, New Mexico 87401

Dear Mr. Bayless:

Pursuant to your telephone inquiry of October 18, 1979, this is to
advise that the Federal 0il and Gas Lease does not provide for a
supply of gas to a residential building on the lease. Consequently,

‘this office could not approve use of royalty gas for a resident.

Sincerely yours.

Fer
Jerry W. Long

“District Engineer
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STATE OF NEW MEXICO

. ENERGY ano MINERALS DEPARTMENT

OIL CONSERVATION DIVISION

BRUCE KING POST OFFICE BOX 2080
GOVERNDR STATE LAND OFFICE BUNLDING
SANTA FE, NEW MEXICD 8750%
LA%;"'(&}:OE November 27 ? 1979 1505} B27-2434

Re: CASE NO, €723
Mr, Robert L. Bayless ORDER NO. R-€193
Merrion & Baylecss
P. G. Box 1541 _
Farmington, ilew llexico 87401 Applicant:

Merrion & Bavless

Dear Sir:

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

JOE D. RAMEY
Director

JDR/fd

Copy of order also sent to:

Hobbs 0OCD X
Artesia OCD X
Aztec OCD X

Other Mr. and Mrs. Paul Brown




STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF TRE HEARING : -
CALLED BY THE OIL CONSERVATION

UIVISION FOR THE PURPOSE OF

CONSIDERING:

CASE NO. 6723
Order No. R-6193

APPLICATION OF MERRION & BAYLESS

FOR COMPULSORY POOLING, RIQ ARRIBA
COUNTY, NEW MEXICO. , .

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 9 a.m. on November 14,
1979, at Santa Fe, New Mexico, before Examiner Daniel S.
Nutter. } )

NOW, on this 215t day of November, 1979, the Division
Director, having considered the testimony, the record, and
the recommendations of the Examiner, and being fully advised
in the premises; .

FINDS:

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

(2) That the applicant, Merrion & Bayless, seeks an
order pooling all mineral interests in the Pictured Cliffs
formation underlying the SW/4 of Section 27, Township 24
North, Range 2 West, NMPM, South Blanco-Pictured Cliffs
Pool, Rio Arriba County, New Mexico.

to drill & well at a standard location thereon.

unit who have not agreed to pool their interests.

(5) That to avoid the drilling of unnecessary wells, tc
protect correlative rights, and to afford to the owner of
each interest in said unit the opportunity to recover or

(3) That the applicant a8 the right to drill and proposes

(4) That there are interest owners in the proposed proration
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Case No. 6723
Order No. R-6193

receive without unnecessary expense his just and fair share
of the gas in said pool, the subject application should be

approved by pooling all mineral interests, whatever they
may be, within said unit.

(6) That the applicant should be designated the operatoer

of the subject well and unit.

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

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

. does not pay his share of estimated well costs should have

withheld from production his share of the reasonable well
costs plus an additional 200 percent thereof as a reasonable
charge foxr the risk involved in the drilling of the well.

(9) That any non-consenting interest owner should be
afforded the opportunity to ocbject to the actual well costs
but that actual well costs should be adopted as the
reasonable well costs in the absence of such objection.

(10) That following determination of reasonable well
costsg, any non-consenting working interest owner that has
paid his share of estimated costs should pay to the operator
any amount that reasocnable well costs exceed estimated well
costs and should receive from the operator any amount that
pald estimated well costs exceed reasonable well costs.

{(11) That $150.00 per month should be fixed as a reason-
able charge for supervision (combined fixed rates); that the
operator should be authorized to withhold from production the
proportionate share of such supervigion charge attributable
to each non-consenting working interest, and in addition
thereto, the operator should be authorized to withhold from
production the proportionate share of actual expenditures
required for operating the subject well, not in excess of
what are reasonable, attributable to each non-consenting
working interest.

(12) That all proceeds from production from the subject
well which are not disbursed for any reason should be placed
in escrow to be paid to the true owner thereof upon demand
and proof of ownership.
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Order No. R-6193

(13) That upon the failure of the operator of said pooled
unit to commence drilling of the well to which said unit is
dedicated on or before February 15, 1980, the order pooling
said unit should become null and void and of no effect
whatsoever.

IT IS THEREFORE ORDERED:

(1) That all mineral interests, whatever they may be,
in the Pictured Cliffs formation underlying the SW/4 of
Section 27, Township 24 North, Range 2 West, NMPM, South
Blanco-Pictured Cliffs Pool, Rio Arxiba County, New Mexico,
are hereby pooled to form a standard l60-acre gas spacing
and proration unit to be dedicated to .a well to be drilled
at a standard location thereon.

PROVIDED HOWEVER, that the‘operator of said unit shall
commence the driiling of saiqd well on or before the 15th
day of February, 1980, and shall thereafter continue the
drilling of said well with due diligence to a depth sufficient
to test the Pictured Cliffs formation; .

PROVIDED FURTHER, that in the event said operator does
not commence the drilling of said well on or before the
15th day of February, 1980, Order (1) of this order shall be
null and void and of no effect whatsoevar, unless said
operator obtains a time extension from the Division for good
cause shown. ) A

PROVIDED FURTHER, that should said well not be drilled to
completion, or abandonment, within 120 days after commence-
ment thereof, said operator shall appear before the Division
Director and show cause why Order (1) of this order should
not be rescinded. . .

(2) That Merrion & Bayless are hereby designated the
operator of the subject well and unit.

(3) That after the effective date of this order and
within 90 days prior to commencing said well, the operator
shall furnish the Division and each known working interest

owner in the subiect unit an itemized achedule of estimated
well costs.

(4) That within 30 days from the date the schedule of
estimated well costs is furnished to him, any non-consenting
working interest owner shall have the right to pay his share
of estimated well costs to the operator in lieu of paying his
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share of reasonable well costs out of production, and that
any such owner who pays his share of estimated well costs

as provided above shall remain liahble for operating costs

but shall not be liable for risk charges.

(5) That the operator shall furnish the Division anad
each known working interest owner an itemized schedule of
actual well costs within 90 days following completion of
the well; that if no objection to the actual well costs is
received by the Division and the Division has not objected
within 45 days following receipt of said schedule, the actual
well costs shall be the reasonable well costs; provided
however, that if there is an objection to actual well costs
within said 45-day period the Division will determine
reasonable well costs after public notice and hearing.

(6) That within 60 days following determination of reason-
able well costs, any non-cansenting working interest owner
that has ‘paid his share of estimated costs in advance as
provided above shall pay to the operator his pro rata
share of the amount that reasanable well costs exceed
estimated well costs and shall receive from the operator
his pro rata share of the amount that estimated well costs
exceed reasontble well costs, .

{7) That the operator ia‘hereby.authOtized,to withhold
the following costs and charges from praduction:

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

(B) As a charge for the risk involved in the
drilling of the well, 200 pvercent of the
pro rata share of reasonable well costs
attributable to each non-consenting working
interest owner who has not paid his share
of estimated well costs within 30 days from
the date the schedule of estimated well
costs is furnished to him.

(8) That the operator shall distribute said costs and
charges withhsald from production to the parties who advanced
the well costs,
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(9) That $150.00 per month is hereby fixed as a
reasonable charge for supervision (combined fixed rates):
that the operator is hereby authorized to withhold from
production the proportionate share of such supervision
charge atcributable to each non-consenting working interest,
and in addition thereto, the operator is hereby authorized
to withhold from production the proportionate share of
actual expenditures required for operating such well, not
in excess of wvhat are reasonable, attributable to each non-
consenting working interest.

(10) That any unsevered mineral interest shall be
considered a seven~eighths (7/8) working interest and a
one—~eighth (1/8) royalty interest for the purpose of
allocating costs and charges under the terms of this order.

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

(12) That all proceeds from production from the subject
well which are not disbursed for any reason shall immediately
be placed in escrow in Rio Arriba County, New Mexico, to be
paid to the true owner thereof upon demand and proof of
ownership; that the operator shall notify the Division of
the name and address of sald escrow agent within 30 days
from the date of first deposit with said escrow agent.

(13) That jurisdiction of this cause is retained for the
entry of such further orders as the Division may deem
necessary. _

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

aboWﬂ iesignated.

~STATE OF NEW MEXICO
IL CONSERVA’I‘IQN?VISION

-/ JOE D. ¥p

’ &
L// Director

dr/.-’
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Fage 2 of 3 . .
Examiner Hearing -~ Wednesday - November 14, 1979 Docket No. 42-79

CASE 6721: Applica,tiop of Aminoi) USA, Inc. for compulsory pooling, Eddy County, New Mexico. )

Y Applicant, ia thie above-stylad cause, seeks an order pooling all mineral interests in the Wolfcamp~-
Pennsylvanian formations underlying the N/2 of Section 10, Township 24 South, Range 28 East, to be
dedicated to a well to be drilled at a standard location thereon, Also to be considered will be
the cost of dr{lling and completing said well and the allocation of the cost thereof as well as
actual operating costs and charges for supervision, Alsc to be considered will be the designation
of applicant as operator of the well and a charge for risk involved {n drilling said well,

ﬂ CASE 6684: (Continued from October 31, 1979, Examiner Hearing)

#pplication of COy-In-Action, Inc, for creation of a new carbon dioxide gas pool and special pool
rules, Harding County, New Mexico. Applicant, in the above-~styled cause, seeks the creation of the
North Bueyeros-Santa Rosa CQj Gas Pool and the prowulgatfon of épecial pool rules therefor, including
: a provision for 40-acre spacing and proration units. Said pool would coamprise all or parts of
. Sections 1 thru 4, Township 20 North, Range 30 East, and Sections 8, 9, 10, 15, 16, 17, 20, 21, 22,
| 27, 28, 32, 33 and 34, Township 21 North, Range 30 East.

CASE 6722: Application of Lloyd Davidson for an unorthodox oil well location, McKinley County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the unorthodox location of his Santa Fe
Pacific Well No. 1, a Gallup-Entrada-Dakota test 960 feet from the South line and 1230 feet from
the East line of Section 29, Township 16 North, Range 6 West, the SE/4 SE/4 of said Section 29 to
be dedicated to the well,

T

~"CASE 6723: Application of Merrion & Bayless for compulsory pooling, Rio Arriba County, New Mexico.
e e Applicent, in the above-styled cause, seeks an order pooling all mineral interegts in the Pictured

TITffs formation underlying the SW/4 of Section 27, Township 24 North, Range 2 West, South Blanco-
Pictured Cliffs Pool, to be dedicated to a well to be drilled at a standard leocation thereon. Also
to be considered will be the cost of drilling and completing saild well and ¢the allocation of the
cost thereof as well as actual operating costs and charges for supervision. Alsc to be considered
will be the designation of applicant as operator of the well and a charge for risk involved in
drilling said well,

CASE 6713: (Continued from October 31, 1979, Examiner Hearing)

- : Application of Depco Inc. for a unit agreement; Chaves County MNew Mawiss, Applicant, in the
e above-styled cause, seeks approval for the White Ranch Unit Area, comprising 18,962 acres, more
or less, of State, Federal, apd fee lands in Townships 12 and 13 South, Ranges 29 and 30 East.

CASE 6724: Application of Coquina 0il Corporation for a non-standard gas proration unit and an unorthodox loca-
tion, Lea County, New Mexico. Applicant, in the above-styled cause, seeks approval for the
- unorthodox location of a well to be drilled 660 feet from the South line and 1650 feet from the
: Rast line of Section 7, Township 19 South, Range 32 East, Lusk-horrow Gas Pool, the $/2 of said
‘ Section 7 to be dedicated to the well as a non-standard 320-acre proration unit.

CASE 6725: Application of Tenneco 011 Company for three mon-standard gas proration units, San Juan County, New
- Mexico. Applicant, in the above-styled cause, seeks approval of a 291.23-acre non-standard gas
proration unit comprisipng the W/2 of Section 6 and the NW/4 of Section 7, a 347.58-acre unit com-
prising the W/2 of Section 19 and the NW/4 of Section 30, and a 375,17-acre unit comprising the
SW/4 of Section 30 and the W/2 of Section 31, all in Township 29 North, Range 8 West, Basin-Dakota
Pool, each unit to be dedicated to a well to be drilled at a standard location thereon,

CASE 6726: Application of Tesoro Petrcleum Corporation for a waterflood project, McKinmley County, New Mexico.
Applicant, in the above-styled cause, seeks authority to institute a waterflood project in the
South Hospah-Upper Sand 0il Pool by the injection of water into the Upper Hospah Sands through
three wells located in Units E and M of Section 5 and Unit I of Section 8, Township 17 North, Range
8 West, Applicant further seeks an administrative procedure for expansion of said project.

CASE 6727: Application of Conoco Inc. for salt water disposal, Lea County, New Mexico., Applicant, in the above~
styled cause, seeks authority to dispose of produced salt water in its Anderson Ranch Unit Well No.
8 located in Unit I of Section 11, Township 16 South, Range 32 East, Anderson Ranch Field, Applicant
would dicpoze intc the (slfcanp, ississippian, aud Devonian formaiions in che overail interval from
9775 feet to 13,620 feet through selective perforations.

CASE 6778: Application of Conoco Inc, for pressure maintenance expansion, Lea County, New Mexico.
Apylicant, in the above~-styled cause, seeks the expansion of its Scarborough Eaves PM Project by
the conversion of its Eaves "A" Well No, 7 located in Unit J of Section 19, Township 26 South,
Range 37 East, to water injection in the Yates-Seven Rivers formations,
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NP REXICO OIL CONSLRVATION COMMISS' N . - Nim C-102
WEL LOCATION AND ACREAGE DEDICATIC. SLAT A MR

All distences muet be from the cvler boundaries of the Secllon.

Dpetotor Leose Well Ne,
MERRICH & BAYLESS . East Lindrith 5

Unif Letier Secilion Township Range . Coumty
L 27 24N . ™ RIO_ARRIBA

Acival Fostage Locotion of Wells .
l600 feet from the  South lne and 1000 feet fom the Weat Vine

| Ground Lgvel Clev. Producing Formation Pool . Dedicated Acteaqe:

7225 Pictured Cliffs . South Blanco 160 Acres

" 1. Outline the acrcage dedicated 10 the subject well by colored pencil o hachure marks on the plat below,

2. If more than one lease is dedicaied to the well, outline each and identify the ownership thereof (both as 10 working
interest and royalty). . .

- 8. If more than one lease of different ownership is dedicated to the well, have the interests of all owners been consoli-
dated by communitization, unitizatien, force-pooling. etc?

[ Yes [X]No If answer is “‘yes!’ type of consolidation

I enswer is “no;’ list the owners and tract descriptions which have actually been consolidated. (Use reverse side of
ihis form it BCCCSSGI')’.‘) vill e Sommunitized, :

forced-pooling, or otherwise) or until a non-standard

p %ld . See 5

ity ‘eliminating such ioterests, has been approved by the Commis-

No allowable will be assigned to the well until a1l interests have been consolidated {by communitization, unitization, -

|

CERTIFICATION

1 hareby certify thot the Informotion cons
toined herein Is trve ond complete 10 the -
bsl of my \l.n’ogl':‘dyo and belief.

WG

Nane .

J.-Gregéry Merrion

Position
Co~Owner ~

Company
Merrion & Bayless

Date

April 18, 1979 -

Sec

~ JOHN F. BROWN
FEE :

) hereby cerilly that the well locotlon

shown on this plot wos platted from Jield’

notes of octuol surveys mode by me or

under my supervision, end thot the scme

Is trve and correct to the best of my
‘ knowledge ond belief.

BROWN FEE i Dote Surve!
A ) g | SN |
% . - 3 H negryjed g fag eon
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BERT L. BAYLESS

.

FLASA WUiLOING

*. 0, #0x 1841 _
FARMINGTON, NEW MEXN:UW E
[ e
On Avwe
Y

October 23, 1979

‘)
State of New Mexico (;abA)L

Energy & Minerals Department
011 & Gas Conservation Division
P.0. Box 2088

Santa Fe, NM 87501

Gentlemer:

Please consider this our request for a Forced Pool hearing covering a
proposed Pictured Cliff formation gas well to be drilled in the SW/4

of Section 27, T24N, R2W, Rio Arriba County, New Mexico. As the attached
plat indicates, we control the oil and gas operating rights on all the
quarter section with the exception of the SW 40 aere tract, which is
owned by Paul and Marie Brown of Lindrith, New Mexico (with a malling
address of Regina, New Mexico).

We request that we be named to drill the proposed Pictured Cliff gas
well with the pooling of interest to cover from the surface of the ground
to the base of the Pictured Cliff formation. Paul and Marie Brown have
refused to lease to us and we request that we be allowed to recover the
drilling, completing and operating costs attributable to this tract with
a penalty factor of 200Z.

In order that we may drill this well before winter, we request the hearing
be get 28 soon as possible, The Y,5.C.S. has reguasted the well be
drilled as the NW 40 acre tract has U.S.A. minerals and there is presently
a Pictured Cliff formation gas well located as a direct offset to the
North, namely the NW/4 Section 27, T24N, R2W,

Yours truly,

MERRION & BAYLESS

By

ROBERT L. BAYLESS

RLB/eh

Enclosure (1)

xc:  HMOCC, Aztec

T

iy



7225

Pictured Cliffs

South Blanco

, NI' MEXICO OIL CONSERVATION COMMISS' Form C-102
. WEL.L LOCATION AND ACREAGE DEDICATION . LAY/}, € ¢ By A
4 ’ o «.;’ 4 2
All distances musl be from the cuter boundarles of the Sectlon, /d/ J27: 9% \‘p& D
Operaloe 1 Leass o < - ‘i ‘:) Al Weii Na—c o=
MERRION & BAYLESS | East Lindrich  “cepe- "OV98 Jf)
[ Unit Letter Section Township Range County "’¢7?y,4 ‘\ W
Th
L 27 * 2LN 2w RIO ARRTRA Sy "0 il
Actual Foolage Locatton of Welly . Lo 3 "Q[ON
1600 feet from the South line and 2000 feet from the  West line
Ground.'L'\fl! Slev. Producing Formation Pool Dedicaled Acreoger

160

Acres

x] Ne

" If enswer is “‘yes;’ type of consolidation

3. If more than one lease of diflerent ownership is dedicated to the well, have the interesta of all owners been consoli-
dat~d by communitization, unitization, force-pooling. etc?

] Yes

1. Outline the acreage dedicated to the subject well by colored pencil or hachure markes on the plat below,

2. If more than one lease is dedicated to the well, outline each and identify the ownership thereof (both as to working
interest and royalty).

If answer is “‘no;’ list the owners and tract descriptions which have actually been consolidated. (Use reverse side of

this form if necessary.) _Will be commynitized,

No allowable will be assigned to the well until all interesis have been consolidated (by communitization, unitizatiom,
forced-pooling, or otherwise)or until a non-standard unit, eliminating such interests, has been approved by the Commis-
sion.

CERVIFICATION

1 hereby certify thet the Informotion con-
tainad hareln Is true ond complate fo fhe
best of my hnowledge ond belief.

Name '

J.- Gregory Merrion

Position

Co-~-Owner ’

Company
Merrion & Bayless

Date -
April 18, 1979 -

l
]
l
|
|
t
3 "R 1
PR I0IN BROWN FEE i I hereby cenify that the well locotien -
# {MOBIL) : | shown on this plat was plotted frem field”
l notes of octvol surveys mode by me or
under my supervision, and that the some
: is true ond correct 1o the best of my
X knowledge and belief.
—————— —T —— s g — — —
]
i
{
i
i
i
|
l .
; 1 f— T
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STATE OF NEW MEXICO /
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING:

CASE NO. 6723

Order No, R- (9{22

APPLICATION OF MERRION & BAYLESS
FOR COMPULSORY POOLING, RIO ARRIBA

COUNTY, NEW MEXICO. é\@&
-~

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 9 a.m. on _ November 14

T LT T T

19 79, at Santa Fe, New Mexico, before Examiner Daniel S. Nutter

NOW, on this day of November » 1979 , the Divisioh

Director, having considered the testimony, the record, and the
recommendations of the Examiner, and being fully advised in the
premises,

FINDS:

(1) That due public notice having been given as required by
law, the Division has jurisdiction of this cause and the subject

matter thereof.

(2) That the applicant, Merrion & Bayless v

seeks an order pooling all mineral interests__in the Pictured

Cliffs formation underlying the SW/4
of Section 27 ; Township 24 North , Range 2 West

NMPM, South Blanco-Pictured Cliffs Pool, Rio Arriba county, New

Mexico.




-9
Case No.
Order No. R~
(3) That the applicant has the right to drill and proposes

to drill a well at a standard location thereon .

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

(5) That to avoid the drilling of unnecessary wells, to
protect correlative rights, and to afford to the owner of each
interest in said unit the opportunity to recover or receive
without unnecessary expense his just and fair share of the gas
in said pool, the subject application should be approved by
Fooling all mineral interests, whatever the may be, within said
unit.

(6) That the applicant should be designated the operator
of the subject well ard unit.

{7) That any non-consenting working interest owner should
be afforded the opportunity to pay his share of estimated well
costs to the operator in lieu of paying his share of reasonable -
well costs out of production.

(8) That any non-consenting working interest owner that
does not pay his share of estimated well costs should have
withheld from production his share of the reasonable well costs
plus an additionalZZz_fzafgggathereof as a reasonable charge for thr
risk involved in the drilling of the well.

(9) That any non-consenting interest owier should be
afforded the opportunity to object to the actual well costs but
that actual well costs should be adopted as the reasonable well
costs in the absence of such objection.

(10) That following determination of reasonable well costs,

any non-consenting working interest owner that has paid his

chare nf sctimatnl ~ncte chrilAR nov +A Fhae Anaradmay sner amasis b
-~ - & -

i-g [ e L

that reasonable well costs exceed estimated well costs and
should receive from the operator any amount that paid estimated

well costs exceed reasonable well costs.
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”in the Pictured Cliffs formation underlying the SW/4
of Section 27 , Township 24 North , Range 2 West ,

...3..
Case No.
Order No. R-

~ @0
(11) That j’.'?ﬂ per month should be fixed as a reason-

able charge for supervision (combined fixed rates); that the
operator should be authorized to withhold from production the
proportionate share of such supervision charge attributable to
each non-consenting working interest, and in addition thereto,
the operator should be authorized to withhold from production
the proportionate share of actual expenditures required for
operating the subject well, not in excess of what are reasonable,
attributable to each non-consenting working interest.

(12) That all proceeds from production from the subject
well which are not disbursed for any reason should be placed
in escrow to be paid to the true owner thereof upon demand and
prcof of ownership.

(13) That upon the failure of the operator of said pooled
unit to commence drilling of the well to which said unit is

dedicated on or before Jgdrccatw /S /98D, , the order
—~ 1 -

pooling said unit should become null and void and of no effect

whatsoever.

IT IS THEREFORE ORDERED:

(1) That all mineral interests, whatever they may be,

. . ...iba
wmpM, South Blance-Picture i0 A" County, New Mexico

d C1i

~-h

DA~
fs Pool

b=

’

are hereby pooled to form a standard Zéo._acre gas spacing

and proration unit to be dedicated to a well to be drilled

at a standard location thereon

PROVIDED HOWEVER, that the operator of said unit shall
commence the drilling of said well on or before the _[57%fday of

Debrecony . 1980, and shall thereafter continue the drilling
T

of said well with due diligence +n a Aanth enffiniont &n dock tho

_ formaticn;

PROVIDED FURTHER, that in the event said operator does not

commence the drilling of said well on or before the /5'ﬁ£ day of

:)@éﬁtgéﬁzz ; leK; ; Order (1) of this order shall be null
_.——,A -

and void and of no effect whatsoever, unless said operator obtains

a time extension from the oivision for good cause shown.




PROVIDED FURTHER, that should said well not be drilled to

completion, or abandonment, within 120 days after commencemant
thereof, said operator shall appear before the Division Director a
show cause why Order (1) of this order should not be rescinded.

(2) That Merrion & Bayless are x¥&% hereby designated

the operator of the subject w21l and unit.

(3) That after the effective date of this order and within
9 days prior to commencing said well, the operator shall furnish
the Division and eéchvknown working interest owner in the subject
unit an itemized schedule of estimated well costs.

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

(5) That the operator shall furnish the Division and each
known working interest owner an itemized schedule of actual well
costs within 90 days following completion of the well; that if
no objection to the actual well costs is received by the Division
aind the Division has not objected within 45 days following receipt
of said schedule, the actual well costs shall be the reasonable
well costs; provided however, that if there is an objection to
actual well costs within said 45-day period the Division will
determine reasonable well costs after public notice and hearing.

(6) That within 60 days following determination of reason-
able well costs, any non-consenting working interest owner that

haS Daid hig chara nf ng(-*:ma!-aﬂ nr\ﬁ-l:r: PN AJ-:—~-—.:; o5 E:&Qv-sucu
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Case No.

Order No. R-

above shall pay to the operator his pro rata share of the amount
- that reasonable well costs exceed estimated well costs and shall

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

estimated well costs exceed reasonable well costs.

| (7) That the operator is hereby authorized to withhold

the following costs and charges from production:

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

(B) As a charge for the risk involved in the
drilling of the weli, 200 of the pro rata
share of reasonable well costs attributable
to each non-consenting working intérest
owner who has not paid his share of estimated
well costs within 30 days from the date the
schedule of estimated well costs is furnished
to him.

{(8) That the operator shall distribute said costs and
charges withheld from production to the parties who advanced
the well costs.

(9) That.i%ﬁ52206) _per month is hereby fixed as a reasonabl

charge for supervision (combined fixed rates); that the operator
is hereby authorized to withhold from production the proportionate
share of such supervision charge attributable to each non-
consenting working interest, and in addition thereto, the operator
is hereby authorized to withhold from production the proportionate
share of actual expenditures required for operating such well,

not in excess of what are reasonable, attributable to each non-

consenting working interest.

w
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royalty interest for the purpose of allocating costs and charges

..6...
Case
Order No.

(10) That any unsevered mineral interest shall be considerﬁd

a seven—eighths (7/8) working interest and a one-eighth (1/8)

under the terms of this order.

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

(12) That all proceeds from production from the subject
well which are not disbursed for any reason shall immediately

be placed in escrow in Rio Arriba County, New Mexico, to be

paid to the true owner thereof upon demand and proof of ownershipJ
that the operator shall notify the Division of the name and
address of said escrow agent within 30 days from the date of
first deposit with said escrow agent.

(13) That jurisdiction of this cause is retained for the
entry of such further orders as the Division may deem necessary.

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

above designated.
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