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MR. STAMETS: We'll call next Case
7883,

MR, PEARCE; That case is on the appli-
cation of Basin Minerals, Inc., for‘éompulsory pooling, San
Juan County, New Mexico, |

MR, PADILLA: Mr, Examiner, Ernest L.
Padilla on behalf of the appliégnt:in this caséo.

| We'd request'that this caée-bé consoli-
dated for purposes of testimonyﬂwithﬂ?BSd and 7885,

MR. STAMETS: The call in those two
cases is identical. If there ié‘novdbjection, they will be
consolidated. B

MR. PADIL#A:A ﬁr. Examiner, I have one
witnesé'to be sworn. R '

MR. PEARCE:’ A:e there other appearanceg
in this matter? |

MR, IVES:‘ Yeg;‘Mro Examiner, Andrew
Ives of the Rodey Firm for Barbéra Ahn Witten, Judy Zweiback,
and Myra Raffkind, . |

MR, PEARCE:L Mfc Ives, your appearance
is being entered‘in each of the three consolidated cases, is
that correct? | | |

MR IVES: That's correct.

MR, PEARCE: . Thank You.
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MR, PADILLA: Has the witness be sworn?
MR, PEARCE: No, he has not. Would you

rise, pleéase, sir?
(Witness sworn.).

WILLIAM J. MOUNTS,
being called as a witness and being duly sworh.upon his oath,

testified as follows, to-wit:

DIRECT EXAMINATIONf
BY MR, PADILLA:
fQ% Mr. Mounts, fbr the record would you please

state your name?

A . I'm William.J;3Mouﬁté,
o And where do you reside?
A I live in E1 Paso, Texas,
0 ' . What is your cénneqtion with Basin Minerals,
Inc,.? |
A I'm an_officer, difector, and principal
stockholder; . ‘
Q | - Mr. Mounts, héveAybu previouslf teétified

before the 0il Conservation Division and had your credentials

accepted as a matter of record? .. = -
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behalf in any case, as long as. they don't start testifying

A, ' No, I have not,

}Q Would you please give us your oducational
background?

A I graduated from high sohool.from McLean,

Texas, in 1947, I believeo I went to.New'Mexioo State Univer-
sityi.ffom 1948 to 1952 and graduated with. a Bachelor of Sczence
degree. Then I went to the Unlver51ty of Texas law school
in 1954 through 1957. 1 graduated 1n 1957 from the Unlversity
of Texas lay‘::é;chool° |
I became licensed:ito oractioe-law in the
State of Texas, actually in 1956‘before I graduatéd.from law
school, énd I was admitted to practicé law in the Sfate of
New Mexico in October of 1957.
| 0 o And you've beeﬁopraoticing-law since that
time? |
A ' Yes, I have.
MR,PADILLAgF;ﬁr. Examiner, are the
witness’ quaiificationé acceptable for testimony as a --
:MRa'STAMﬁTSE Certainly. We always

permit those people who arelowners to testify in their.own'

about things they don't know anything about.

I R Mr. Mounts, are,yoq familiar with the title

to the west halftof SectionyZ?, Township 31 North, Range 11
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West, San Juan County?

A A Yes, I am,

0 Can you tell us whaf the pﬁﬁpose of the
hearing is today?

a Basicélly we?waﬁtfﬁbdrill'some wélls theré
in the Pictured Cliffs formatigﬁ; éﬂ:160~acre spécing, and a
Mesaverde well on 320-acre spacing;‘” |

That three 4w_Well; the 160 acres, the
southwest'quarfer is made up of,izd‘écres of a Federal lease,
40 acres of'a fee lease. |

In the northwest-qﬁarter the 160~§dré Pic=
tured Cliffs Unit is made up of 80 écres of a Federal lease
and 80 adres:of a fee lease. |

” The 320-acre Spacihé unit for ﬁesaverde is
made up of 206 acres of a Fedefalllegse and 120 acres of a .
fee lease, | .

0. Mr, Mounts,‘let'me_show you what has been
marked as Exhibit Number One andJésk"You to.identify that and
tell us what it contains,. :

A This is a letter dated May 1llth, 1983, to
the royalty §wner§ under the feefiééée in the west half of
Section 27, édvising;them of‘tﬂerhéaring.to be held today.

0 'And those royaltyAOWners who have not con-

sented, ‘are they listed in that letter?
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A | ‘ Yes, they are.
0 And there are some pages attached to that.
What are those?
A . These are return réceipts on certified

mail and 1t appears that the royalty owners ﬁéve Eeceived
this nogif;cation on or aboqt May ;lw-1983. There's one dated
May 13th; mést of them were received 6n‘May_11th.

o There is phe iﬁ.particular dﬁ the last
page; Mr;.M_onnts° We don't ha&é a-rét#rn receipt on that,
for that'parficular interest owner. 'Wﬁat has your experience
been inlconhection with attemptipg to notify this}person?

..L "” Well, I conta&ted,for attempted to contact
all of these people; all the royalty owﬁers back in the later
part of_January and the earlj part df February of this year,
and I ﬁried'to get hold of Mr. Eizéi;' In E1 Paso I'm a pri-
vate attorney but I represent El Paso Natural Gas Company and
who buys a lot of production up in the San Juan Basin and .
they haye'several wells that involve“these peoplée'

o So I got them to_gévelme the names and ad-
dresses of whgre they were mai;ipg the checks to the people
and so I notified all of them byimaii,,including Mr, Mizel,
but I haven't heard from‘hime |

Q _ Mre Mounts, let me show you what we have

marked as Exhlblt Number Two. Can yqu tell us what that is
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- two instruments. One is an oil and gas lease from Saul

and what it contains?

A Yes. Exhibit Number Two is composed of

Yeager and wife, Miriam Yeager, dated September l, 1948, re-
corded in Book 135,7 page 86 of the Deed Records, . San Juan
COunty, New Mexico, which covers: 160 acres, 120. acres of
which is in the west half of Section 27 and 40 acres of which
is in the east half of Section 27e :.
~ The next instrumenﬁ-ie an assignment from

the lessee of that oil and gas lease to a Mr. Pettigrew,ldatec
September 24 1948,

' I Doesbthat oil and:gas 1ease en this exhibit

overlap into the southwest guarter ahd the northwest ==

A Yes.
o -= quarter of Section 272
B The lease covers, among other lands, the

south half of the northwest quaéﬁer;of Section 27 and the
northeast quarter of the southwest éearter of Section 27,
plus the,norﬁhweet quarter of the sdﬁtheast quarter ef Sec~-
tion 27..;' .

_‘Q'v“- ‘Mr, Mounts, I'ﬁ-gding to hand you now what
has been marked ae Exhibits'Numbef T@ree, Four, and Five, and |

have you tell us what they areo

A Exhiblt Number Three is an assignment from -
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+ ation to El Paso Natural Gas Companyg dated March 1, 1952,

Pictured Cliffs Unit; the south half ‘of the northwest quarter

west half of Section 27.

10

Mr, Pettigre& and his wife of this oii and gos lease, the
Yeager lease, to Delhi 0il Corporation, dated August 8th,
1953.

The next exhibit,jﬁumbér.Four, I guess, is

an assignment of that oil and gas 1ease from Delhi 0il Corpor

and the_last ‘exhibit is an assignment"of ‘that particular leas¢d
insofar'as<it covers the 120 aorés in Section 27, or in the
west half of Sectlon 27, to Basin Minerals, Inca, from El
Paso Natural Gas Company, dated May 23, 1983° l

o Let me hand you ‘now what we nava marked as
Exhibit Number Six and have you identify that for the Examinex.

A Exhibit Number Six=1s an instrument that I
drew and it'is an amendment tofihis'nase lease, The base
lease did’nOtihave a pooling provision and so I prepared an
amendment to the base lease to include a pooling provision
so that I could combine the noréﬁeaéé quafter-of-the souﬁh-

west quarter with the rest of the southwest quarter for a

with the rest of the northwest guarter for another Pictured

Cliffs,‘and‘ﬁhe entire‘izo acreé'fo:”a Mesaverde well in the

T Q - ‘Did you submit this proposed amendment to

the royalty‘owners that you have menﬁioned -
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A+ Yes, I did, each one of them atethe addressd

furnished to me by El Paso Natural Gas Company, which are the

addresses that El Paso used to mail'their cheoke;

Q‘.:f‘ Did -- wheh aid you Submitgor propose this
agreemehtutoﬁthe royalty owners? -'té | )

A g' The best of my recollection 1t was in the’

latter part of January somewhere to the nlddle part of Febe
ruary of this year° I know that it was one of the things I
had to do before I ‘went on a trip and I went on the trlp in
about the middle of February, so I know I sent that before
I went on the trip. ‘.55 |

‘Qtu}? You've alluded to other attempts and other

communicatlons with the royalty owners, but can you amplify

on that as to what other attenpts yOu ve made to ==

B :".

A. All right,

}5QIQ?P == reach an agreement with the royalty
ow‘ners?;_' o » “ ‘. | :

efklgéi- All right, I got back from my trip and I

hadn't had any response from any of the royalty owners, 80

I decmded I‘d try to reach them by phone and I had my secre-
tary in my office try to get the phone number for each one
of these. people, and without fail, except for one person,
they were all unllsted, and it happened I was able to get -

the phohe numher of the lady in,Amarllle, Mrs. Raffklnd, and

s
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I called there and sﬁe was no longer living there but I got
hold of her husband and he wouldn't-tell me where she was but
he did tell me where I could locate her attorney, who is a
Mr, David Fest (sic) out of Tulsa, and that's how I got to
ampllfy.onlmy communications wi:h these royalty owners, I
got hold of Mr. Fest, talked to'him,:he eepresented Mrs.
Zweiback'ane'Mrs, Raffkind and thenehe gave ne tﬁe phone Fnum«=
ber for'Mr;‘Witten in New Yorkgf;ME.fﬁitten is also an attor-
ney in New York. R

| And so I've hadfsome communicationrwith
those peopla‘in that fashion. And I tried to persuade them
to sign this amendment to the pooling agreement so I can pool
that royalty‘and drill a well. |

"Qe‘~ - When was yourmlast?communication with these
royalty owners? |

A . Well, as late as Friday, Mry 20, I had a

rather lengthy telephone conversation with Mr6 Witten and he
called me'fxom New York toAdiscuss this matter; approximately
an hour,

‘ Q . Have you proposed.aoy changes to the royalty
under the oil ‘and gas lease to the base royalty? |

- A }“ _.'Have I proposed?:.-

‘ Q. " N Yes«:

3

A " Yes, I've talked to them and I .told them if

e i i e S S L = A S N N T
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they would %» if they would sign’thaﬁ-amendment and let me
avoid the'compulsory pooling thing, £hat I ﬁould be willing
to increase that royalty from 1/3th to 1/4th.

0 What is your timetable for drilling each of
the proration units under consxderatlon today?

‘A - Well, I want to drill the -- or Basin Miner-
al, why'I-sayf“I", I mean Basin ﬁiné#hl, Incorpofated, Basin
would 1ikej£q1drill a Pictured Cliffglwell in the southwest
quarter @ithin.the next two weeké,-iﬁ péssible, ahd then de=-
pending'ﬂpoh'the results of that.WéiI; or or about *é‘between
now and’ the first of the year we'd like to drill the other
Pictured Cliffs well,

Within 120 days, or so, I'd like to be able
to drill the Mesaverde well.

o ”f‘ ' So you wouldiiikg an order for -- of the
Commission ﬁb allow you sufficient time to == to commence the
respectiﬁe-weils so that ==

.fAv*J‘ I would likeléb'hé§e a look and only have
one well goind at a time. |

fg ﬂ: . But the southﬁest éuarter well would be
first and then the == " |

A .1: 'That would belthé first'one.r We've got ==

already got ﬁll of the environmenta1 clearance and I believe

everythihg we need as a conditibp preceding to commencing
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14
drilling operations for the Pictdred,CIiffs well . in the
southwest quarter. We've got archealogical clearanceo  We“ve

got the clearance from the nnvironmental Protectlve Agencyo

Farmington is handling that for me and he tells me that when
I sent him the designation of operator from TenneCOJand Conoco
that was the 1ast thing I needed to furnlsh

Q"T Even though you® re not poollng any of the
working'inte:est in the west half or{under any of.the.pro=
posed prdratién units, can you'%éli @s approximately what thg
éost is,going to be for drilliné,eaqﬁ of the wells?

A  , Wéll, I anticipétefthe Pictured_Cliffs well
will run.appfgximately $100,00Q}apd a Mesaverde well will run
approximately‘$350,000, but_these are pretty rough guesses.

R Basin Minéralsjdesfres to be the operator

of the wells?

A ‘ ; Yes.
;_Q | And'named'operator;ﬁnder thisg. ==
| A - Yes, |
e -- order? Mf9 Mounts, would approval of

this éppiication be in the best intepest of conservation, the
protection of correlative rights, and --

"  ; . In my opinionfitﬂWQU1d be. There's no need

for drilling any additional wells up there. The two Pictured
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Cliffs wells and one or two Mesaveidg wells will~be adequate.,
The;e's no reason for additional wel;s that I can see.

R MR, PADIL#A:"@?, Examiher,'we offer
Exhibits One through Six and webpass ﬁhe‘witne555at this
point. | |

MR. STAMEﬁgg Exhibits One throﬁgh Six

will be‘admifted.

CROSS EXAm;ﬁATioﬁ

BY MR, STAﬂETS: | |

) Q I'd like to clérifi a couple of things'be-
fore we‘lét Mr. Ives have a turﬁ.» |

. I would assumé}'néﬁg that you ére only

pooling-theSé royaltieé. The mingféi interests é&e not ==
the working‘interests are not pgingfpboled.

 & That's true. " L

0 o And when vou talkég to those.parties'ybu're

attempt;ng ﬁé_pool hefe today,‘$ th£ﬁk you talked to two of
them, were you able to ascertai;fthaﬁ the addrésses that El
Paso had given you were correctf ;?f?

A Theirs were cé?féc#, ves,

Ifve nct beehgable3to communicate at all

with the Mizél° As far as I know{ I'm sending them to the

correct address.
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o okay .

A, And I did ask tthbther people that I con=-
tacted but they advised ée that they .were not in communication
with Mizéloﬁ_ :

Q"f, Ard you in fééé dé;have a lease on this
acreagelthat°s being poocled buﬁﬁit jgst not have a pooling
clause %— . -

a Does not havéf§'p§9iing claﬁseo

0 Al right. o
| MR. STAMETS;“ ﬂi. Ives, dquou have any
questions? -

MR. IVES: Yes.

CROSS EXAMINAT#ON:;
BY MR, IVES: . |
Q."“ Mr.'Mounts, déAI géaerstand that Basin has
holds the Féderal lease? | |
j‘g : Yes, on the 260-§cges, the remaining 200

acres ingthé west half of Section 27.

o _ Okay. Was that pfééentéd as,aﬂ exhibit or
no? - | | |
A ,f It wasm't.
R ”&]3.  6kay, I juét_wdndéféd if I'd missed some-=

thing, because I hadn't seen thét-ipﬁereste Mr. Mounts, at
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the time this case was advertised for hearing Basin did not

own this oil and gas lease for the private lands.

A Well, really -.--.'.
0. Is that correct?
A No, that's not nrecisely correct° We did

own it. It's a =-- if you want to get into the tltle, it's a
very lengthy, cumbersome, as you know° The record title was
in E1 Peso Natural Gas Company and the other;title 8 in Kenneth
Murchisoh'and his heirso Ba51n had e351gnments from the Mur -
chison\heirs; They own the == they actually own the operatlng
rights for,'Well for a year, not quite a year, and we did
get the o the record title is 1n El Paso Natural Gas Company
but El Paso has always agreed that they'd assign the lease to
me whenever I wanted them to. I

0 f' Right, but,-in fact, Basin didn't hold titlg
by virtue of an assignment tlll;day hefore yesterday.

‘- A . Well, we havefessiénment from the Murchison
people that actually own it, yes, we did I've.got quit
claims from El Paso to indlcate that they weren't claiming
any interest in it, although 1f you Just look at the abstract
it would appear that El Paso owned the w-the lease; however,
El Paso“didn‘t claim the 1easej;s why‘they were willing to

assign it<to'me.

) j Well, as you know, Mr. Mounts, from our
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discussions prior to this hearing today, that.the:folks I
represent are concerned about thls state of the tltle and we=-
whlle I understand that the Hearlng Examiner is not interested
in exploring the state of the title, you didn? t offer to
deliver to me a copy of the lease‘until it was prov1ded as an
exhibit here during the course‘of the hearing,éand in fact

the copy of the lease which I had obtalned from the records

of San Juan County indicated that the:e was a dispute as to

which sectlon was involved, is hat ‘accurate? - ;ﬁ

That's accurate, althoumh I dld tell you I

had the% rlglnal lease and I had thegprec1se, exact footage

descriptiona;_

d@gdﬁﬁ‘ Right but you deollned to furnish me a -

copy of it when I asked.

; A~-1* I don't reme T gave you.lots of r== T

gave youXDiVESion orders. I t ough'?I'd glven jou thata I

I' It's of record:t

m sorry.

I didnit,
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were willing*tc accept an offer with respect tovthe rovalty

interest as you represented to theuﬂearing Examider?

"K .V‘ " Well, I don't remember them saylng that ==

I don t. remember you telling me they were accepted and I know

their attorney never told me. .

He told me what he wanted but

that he wouldn t accept it unless the Wittens also accepted

it, and dldn't ever get the le”ens*to tell meawhat they

wanted, except they wanted morewthan what I was offerlng.;

g fﬁ? I understand but was it not your stated

position that you only wanted to deal with all and not part

of the royalty owners?

o

ﬂAy]Qf Well, it was the- position they made to me,

your clientp the Raffkinds and Zweiback, that they weren't

golng to do anything, or make any type of agreement that was

not acceptable to the Wlttens.

Witten3ffiiji
o MR,
MR.
the witness?
MR,
other quégtién; :
| MR.

IVESs!

STAMEngd%Ahy other questions' of -

PADILIA: -

" ‘Yes, sir, I have one

STAMETS "

‘mhatﬁs why I went,tO'the;:T

TNBjﬁﬁrther.questionso

Mro Padillao .
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20
REDIRECTYEXAMiﬂATION
BY MR, PADILLAg P
”Q:e; - Mr. Mounts, you.dtd have the operatlng
riqhts, although not record tltle to the fee lease for quite‘

some. tlme already, haven't you?

_i’A.f?“ Yes, for not aulte a year, but I've had the

assignments from the Murchison helrsf the Mudge people, and

the '_'f 3tt Group.
j g”{”' '~ By virtue of those asqlgnments you could
have drilled that well during == since the tlme of those as~

signmentgd

B &‘{i“ Yes. As sooaAaa I'got the deelgnatlon of
operator from Tenneco and Conoco;.that 's the only thing;“It
wasn't beCauSe they wouldn’t g%ﬁe'ityto me, justrthey dldn!t
MR. PADILLAtﬁ:ﬁAhave nothiag fu:ther}

MR, STAMﬁégz;gif there isanothiag fur-
ther, éﬁy statements? | ‘ | ‘

MRW'IVEs;j;&éé}'Mr. Examiner° In light
of the fact that the title, reeérd'title was not transfetred
until day before yesterday and the matter was not == this
property was not 1n the ownersﬁlp of Basin Minerals at the

time it was. advertised, I would ask that the =-- and for the
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21
other reasons that were appérent from the testimony of Mr,
Mounts, that the case be aismiSsed &ithout préjudice by
réason of the fact that negotiaéionsiaid not (inaﬁdible)a

MR, STAMETSa;Lﬁr. Mounts, let me ask
yéu a cOﬁple bf questions,

Who has the lease on the north half of

4‘;,@ ﬂ»‘ Well, that isgélFederal lease énd that'é'
Basin Mineralé has the operatiﬁ§,#i§ﬁts, The lessee of -=-
lessees 6f record are Tenneco aha'Cbgoco, but the operating
rights are 6Qhed by Basin Minera];’s",.:']:";nc°
MR. STAMEfS} When did you get those?
When did Basin get those? b |

A I don't know, Hasn't been too?long; hasn't
béen too long. It was not, yoqﬁknoﬁﬁg- |
MR, STAME&Q: .Ih the-last-#%o days or
when == ' | |
['A  S No, yeah, it7$.;—iﬁhe designation of opet«
ator is what I really heeded.':éhe ;?dsehold ~~ the operatihg
rights'I gotAwhen I got the fees frém the Murchison heirs;
the.Mimés,vso‘I've had the operaﬁiqéﬁrights for a year., ‘I got
the'desiénation of operator frameéﬂhééo and Coﬁécé, oh, ==

- MR. STAMETS: How did you acquire the

operating rights?
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A 4 Well, this particular lease, and some others
were subject to a farm out agreement back in 1951 between E.
Wi'Mudge and Delhi 0il Company.

The Delhi-Mudge agreement provided that
there were six half sections of maybe 50,000 acres involved in
the deal, but that Mudge could have the =- retain the oper?'
ating rights to these six half sections ahd that he could go
in and earn these sections by drilling Mesaverde wells on
them,.

He went in and he drilled on five of them
but he didn't drill on this one and he kept getting extensiond
and extensions and finally they just said, well, you go up
thefe and one of tﬁese days you drill a Pictured Cliﬁfs well
up ﬁhere and you'll -earn the operating'rights, or the oper-
aﬁing rights are yours. |

And so about two years ago I started getting
these interests. In the meantime Murchison died; I went to
his heirs, He had peddled-part.of this to a fellow by the
name of Mimms, and an E. Wé Mudge had a piece of‘the interest,

and I went to all of those people and I == I've got assign-

oné was May of 1957 and the latest one was probably January

of this year == not '57, I'm sorry, of -- May of "82 == and

the last one was probably in‘January of '83, but since January
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of 1983 I have had the operating rights, or Basin Mineral has
had the operating.rights, has the right to drill.
MR. STAMETS: What about the south —=-
remainder of the southwest quarter?
A Well, we Qot the whole thing at the same
time, you see, Murchison was entitled to the entiré west haif,
which was composed of 200 acres in a;Feaeral lease énd 120

acres in a fee lease,

Well, the assignments included both of them,
And I've had them == |
'MR. STAMETS: Mr, Ives, I believe that
the applicant.had -=- had what was necessary to file this ap-
plicatibn with the Division at the-time of filihg, and so I

will overrule your motion.

Now, did you have a statement or was

. that it?

MR, IVES: ﬁwell, that point aside, I =~
I think in terms of the issue of negotiating in‘good faith,
the questlon then is whether the reluctance to dellver docu-
ments until the time of hearing to. show the basis upon which
negotiations‘are to occur raises a good faith iséﬁe, and it's
my understanding that good faith means thaﬁ the individual

negotiating the royalty with the holder of the private lease

here is under some duty to demonstrate his good faith and I
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Think in the absence of the delivery of these documents until
just now, that we’ve not had an opportunity to negotiate on
an arms length basis, and I think we could arrive at someA

resolution, but having not had thelbenefit of the underlying

insofar as our negotiating positiOn’is concerned,

MR. STAMETS: ‘Well, let me suggest that
the parties negotiate subsequent to tbdéy“s hearing, knowing
full well that if tﬁey can reacﬁvsomé‘sort of a- voluntary
agreemeht; things will move along-mugh’more speedily than if
the Examiner has to decide thesé'cases as a part of an exten-
sive docket such as we've had here today, and provide that
impetus for both parties to negotiatécin good faith this
afternoon and see if they can’ttgetvsomething signed and tell
me that you'd like three dismissals in tﬁis case, these cases/

If there is nothing further, these

cases will be taken under advisement,

(Hearing concluded,)




10YD, C.S.R.
Ri. QMm-n
Santa Fe, exico 87301
Phonc (505) 433-7409

SALLY\

10

n

12

13

14

15

16

17

18

19

21

24

Page 25

CERTIFICATE

I, SALLY W. BOYD, C.S.R., DO NIREZY CERTITY that
the foregoing Transcript of Hearing before the Oil Conserva-
tion Division was reported by me; that the said transcript
is a full, true, and correct record of the hearing, prepared

bv me to the best of my ability.

/{(‘um\\ L), %ou‘é C5T_

[ do hereby ceriify that the foresoing is
a corzplete ecord of the proceeéiinqs in
the Exaainar hearing of Case no. R ,
heard by n.e on 19

, Examiner

Oil Conservation Division




