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ated, as a consultanto

By whom are you-employed’

In this case by C & 'E Operators, Iqurpor—

- 3
‘I" 2 | MR, STAMETS: We'll call neﬁt Case 7889.
3 L MR, PEARCE: ‘Tﬁat case is én the appli-
4 cation of C. & E Operators, Incc, for compulsory pooling, San
5 Juan County, ‘New Mexico, o
6 v ”' MR. CARR-.WMay.lt please the Examlner,
7 my nane is Willlam F., Carr, with the law £irm Campbell, Byrd,
8 and Black P Ao, of Santa Fe, NéwlMexlco, appearlng on be=-
-9 half of C & E 0il Operators. ' o R
o 10 fﬁ I have one w1ﬁﬁéss who heéds to be
.%f 11 sworn, el Y
?3% 12 g
0 3 (Witness sworno)
15 _ A. R. KDNDRI&K, :
16 belng célied as ‘a witness and being‘duly sworn upon his oathp
17 Lestlfled as'follows, to-wit:
18 Cooel
L | DIRECT RXAMINATION
20 | By mr, CARR |
21 f“gtfﬁ? Wlll you state your name?
2 T?AQFH' A. R. Kendricko
23 , o
24 IA, B
25 B
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0 Have you previously testified before this
Commission?
B - Yes, sir,
0 ‘ And at that time wére your credentials ac-
cepted and made a matter of reco;d?;g
A Yes, sir, |
' Were you quaiified as an enginéer at that
time? |
A Yes.
1 R Are you famillar with the application filed
in this case for C & B Operators?
A " Yes, sir. |
.,19‘ a Are you fami;iar with the subjéct area? .
"Al Yes, sir. » | ’
| Qf‘. And the propq;ed-Wéll?
A Yes, | |

MR. CARR:I Aré&the witnesé% qualifica~-
tions acCeptéﬁle? | »
A - They are,
2 7; . Mr. Kendrick,vﬁiil;Qou briefly summarize
what C & E seeks with this application°
A C & E seeks to force pool the opprating
rights in the Mesaverde formatlon in the south half of Sec~

tion 4, Township 30 North, Range 11 West.
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At the time that the original-uell to the
Mesaverde formation on this drill- tract was drilled there

was no controversy on acreage OWnershJ.p° There is now a con=-

troversy on the ownership of one of the leases” in the south-
west quarter-of this Section 4. . C & E has a signed operating

agreement and a signed communitization agreement from the’

people who understood and thought that they owned the entire

acreage in the south half and we“d ‘like to force pool this

south half to accomplish the drilling of an infill well, es=

crow the money attributable to e‘acreage under controversy,

and go ahead and put the well into operation.if

+ MR, CARR~‘ I-light also stat¢ Mra‘

Stamets, that C & E has a one § r 1ease, 80 they have to go

i

'forward w1th the well. There 1s ‘a. title dispute and 1f we

- look at Section 72-18-B there is a'frovision there that pro~

vides that 1f an operator failj o obtain voluntary pooling,

or fails~to apply for an order a,,,vé Division pooling lands
in a spacing unit he may be subjectﬂﬁf having to pay either
the amount to which each. inter: would be. entltled if the
poolinq had‘occurred, or the amo‘ ; which each interest

is entitled in the absence of poolingg whichever is greater.

The onlyzalternative to C & E is to come

forward to protect themselves so(that at the end of the title

dispute they are not being nenalized under this section of

.,.\""
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the statute,

They believe they have 100 percent of the
1nterest, but they’re in a 51tuation where they can't come
to you and pool someone to cover themselves in thiq position

nd also seek a penalty agalnst those 1nterests; ' So they're
not seeklng.any risk penalty inuthie[case whatsoevar, and as
Mr. Keedrtokﬁindicated will, aﬁé ﬁohld like the order to
provide that the sums attrlbutable to the 131.6 acres in
question be escrowed in San Juan County, New Mexico, so at
the end of the title dispute, when the title is resolved,
whoever ie ultlmately the owner: can 1n fact =- w11] in fact
be entitled to those funds and they will be eecrowed and

available to that person.

MR, STAMETS: The title will be deter-

L4
R

mined by thetoourte. |
.MRoltARR:E‘It;g'either going to be

determined by the courts or by agreement between the parties,
but that is going forward and we ‘re only in a position where
we need: to drill a well and needvto be certaln that we have
made proper application to you-so_thet latexr there isn't an-
other protleﬁ”arising under 72fﬁ§, 57

o Mr. Kendrick,gﬁiiliyou please tefer to what
has beeg5marked for.identificatioh'aé Applicant's Exhibit

Number One? ;
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east quarter of Section 4. In;ﬁhe;southwest quarter of Sec~

tlon 4 there is a 27.14 acre Federal 1ease that is believed

to be owned by Beta Development Company, and they have signed

7

A Exhibit Number.Onewis a copj*of the Notice

of Intent to. drlll, Form C-101 and Form C=102, show1ng the .

intent of C & E Operators to drzll the Fee 4=A Well in the

southwest quarter of Section 415 The”plat shows the dedlcatlor

to be the entire south half of Sect_ n 4, and. has indlcated
that at the time ‘this was filed 1n :ﬂnuary, or excuse me, in
December;“at¢the Aztec Officey‘ at’C & E Operatore was of

the oplnion thev owned 100 percent bor controlled lOO percent,

of the acreage in the south half of bection 4.
ii?QQ£?; Now, the wel be drilleq?at a legal
location, is it not? 5 -
%?ﬁ;iki Yes, at a legalil catlon in the eouthwest
Quarteriofltee section. i :
:{~d“ﬁf{ How rmuch' of épé,a feegevis-invélygdfigfthis
title Qigbﬁgéé o b |

Y flT The title disvute:pnvolves a leaeehold in-

terest of 131 6602 acres in the'southwest quarter.

i.‘;,
v

liﬂi* B CiénE 0peratovs-odfs or == C ¢ E Operators

or sister companles, own the 1ea8eh'ld interest in the south~

ot R .1:“;'
i . i ,
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8
an operating agreement for this south'half as a nonconsenting
partner in the well because their financéé do not allow them
to have drilling funds in their company. So they've signed
as a nonconsenting partner.

And the remaining,;Bl.GG acres'is the part
thét's in 'co'ntrovérsy° There a?é thfee parties ﬁhQ think
they may own it, and until that's‘reéolved elsewhere, we need
the ordér from the Commission; howeV%r, all this acreage has
been dedicatéd to the qriginal'gelljén the drill tract,
drilled and actually first delivered'qn Septembef the LGth,
1980, and it, so far as I know, iéISEill producing under nor-
mal produbing.operations today'&hdean Division Srder which
was éatisfactory to the El1 Paso Natﬁé@l Gas Company when they
tied the well in. w

0 :Now, there isfénotger Mesaverde well on
the sPaéinguuhit? B
A'_H-' ~ Yes, the eﬂtire?sp#th half has been dedi-

cated to an_addiﬁioﬁal -~ to a;well-éhat's currently pro-

ducing. .
B 0 . So this is anvinfifllwell?
A Yes, :
Q0 And C & E is fhe Qﬁérator of the south

half for the original well,

A That's true.
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9
Q | And they are receiring paymeﬁﬁ‘for the
production from the well?
| A, Yes,
0 And the acreage uééer'the'tract we are
seeking to pool is either Federa; or:fee?
A L It's fee. |
Q- - And there is atFeééral tract, also.
A Well, the Fedéral’ﬁract is committed as

~nonconsentin§ workipg interest iﬁ that the operator has agreed
to an opergting agreement., .

| [ N Will you refer to Exhlblt Number Two, Mr.
Kendrick, and just review that brlefly for Mr. Stamets?

A Exhibit Namber Two is a plat of-srx sec-
tions 1n Section 30 North Range 11 West belng -- and showing
on there the half section and quarter section Meqaverde pro-
ration units currently undeveloped, Whlch includes the south
half of Section 4, and shows that 1t is totally surrounded by
developed Mesaverde drill tracts,_anq inside of each of those
drill tréctstis thexdate of firstrérbduction of rhe_first
well‘drilled in each drill tragt.: - |

Several of the tré;ts have infiil wells
currently producing, but this i; thé date of first production

frém each of those drill tracts,

- Q : Mr. Kendrick,. has notice been given to the
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10
other two interest owners in the‘subject proration unit of
today's hearing?

A To the other peoplg who contend that they

own interest, in controversy, yes.

S And thosetaré;marked Exhibit Nﬁmber Three?

‘A il Yes, copies of~£he_potices to the other
parties, |

0 What are theﬁénticipated costs of drilling

the prdpased well?

- A . The cost of drilling a dry hole on thls
locatlon 1s estimated at $120, 400 and for a completed pro-
ducable Well,'$298,022.
| T Are thése figures in line withAwhat°s being
charged by otheruoperators in thé.aréa? |

| A Yesg‘ j

o ~ Are you prépareé §6vhake a recommendation
to the Examiner as to the charg¢$ t§‘bé assessedifor over-
head andladm;nistratiop ﬁhile d:illiﬁg and producing the well?

| R -A Yes, during drilling we would-recommend an
overhead chérge of $2750 per month, and durlng production
operatlons, $275 after completlon° .9
0 o Are these figures in line with what other

operators in the area are charging?

A Yes, and with what C & E is charging on
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- tion be in the best interest of conservation, the prevention

11
offset wells to this drill trac#u

Q- Do you recommend that these figures be in-
cofporaged,into the order which rgsuits from this hearing?

). ) Yes, s8sir. | |

‘AQ i g Does C & E request to be designated opera~
tor of the well?

A o Yes, they'd Likeltg remain ope:ator.of the
entire éouth half, since they ﬁaVéAgﬁe~origina1 well in the
soutAheast.}qu‘a.rter° |

0 In your opinion will granting this applica-

of waste, aﬁd the protection of corrélative rights?
‘A- ‘ Yes, -sir. | |
) | Were Exhibitéhbneifhrough Three either pre-
pa:ed by you or compiled under your direction and supervision?
A :] ‘blYes, |
MR, CA’RR:;":l Mr, Stamets, at this time we
would qffer‘é.& E Exhibits One through Three,
| MR, STAMETS#',These exhibits will be
admitted, .
MR. CARR: Thﬁtfconcludes our direct

case.
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CROSS EXAMlNAT;ON
BY MR. STAMETS:

0. Mr. Kendrick;ﬁwill;you be sending copies
of the AFE to any of the parties involved in the disputed
acreage?

A, | Yes, I thlnk copies of the AFE will be sent
to them,undex;the operating agreement that was drawn up for
the original ﬁell and C & E believes thgt-that would be suf-
ficient;"howe#er, there is é thi¥d party and we éee no ob=-
jection to sendlng ‘them a copy of the AFE in case they are
declared, or w1nd up being an interest owner 1n th@ well.
Before a well is drilled they should'be provided with a copy
of the EFE so that they would héfe aochaoco to porticipate
if they would like. |

Q» i, If they send you money, that's fine, and if
they don't that's f.me° v

-~ A ' Well, there woold be no request irom any-
one to put up money until an ownershlp determination is made.
S0 I see. |

'A -; . 1f, after a deﬁefmination is made} then‘they
could poy their interest without any penalty or problem upon
being billed° .

But if == if the weilois completed and

starts production prior to the time.that the lease ownership
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question is settled, any funds received will ﬁe eécrowed in
San Juan County so that they will be avallable when the dig=-
pute is resolvedo | J

'Q If they don't choose to put up their money
at that time, then you would 51mply w1thhold thelr share from
production until it was (1naudible),;

“ A':'.' Yes, because“éﬁ@tﬂé present tiﬁe Q_&.E
feels*thdt theY do have controljbf.gil the interests.
MR, STAMETSz ,Any othef queétions of
the witness? 'He may be excusede‘ |
Anything further in this case?
MR, CARR: Nothing further.
MR, STAME@?% The case will be taken

under advisement and the heariﬁg isladjourned°

(Héaring'cohc@ﬁdedi)
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