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I THE MATT=R

=

CASE

g

BEFORE THE

0IL COWSERVATIOY COMKISSIOW
SAYTA FE, VEW FEXICO

OF:

APRIL 19, 1951

EXAMIVER HEARIMG

221i% Application of Southern Union Production Com-
any for an order force pooling a standard 160-

acre proration unit in the Tapacito-Pictured

Cliffe Gas Pool.

Applicant, In the above-

styled cause, seeks an order force pooling all
mineral interests in the Tapacito-Pictured
Cliffs Gas Pool in the S¥/!l, of Section 2,Town-
ship 25 Worth, Range 2 West, NMPli, Rlo Arriba

County, Yew Mexico, to form a standard 16C-acre

zag vroration unit.

I I e

Pl

PORTER:

Wetll go back to

docket and take up Case 224°.

IR,

MORRIS:

Case 22L9.

"8 ve % o5 e a2 e oo

the regular order of the

fpplication of Southern Union

Production Cowpany for an order force pooling a standard 16C-acre

proration unit in the Tapacito-Pictured Cliffs Gas Pool.

I"]R .

torney at law

=,

SAMCHEZ:

Manuel Sanchez, Santa Fe, Yew Mexico, at-

reoresenting Southern Union Production Company.

PORTER:

hgl

Mr

. Sanchez.
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IMR. SANCHEZ: Thé applicant is ready to proceed with the
evidence.

FR. PORTER: Do you have any witness?

MR, SANCHEZ: Yes, I have two witnesses.

MR, PORTER: W1ll you have them stand and be sworn at

this time?

I, PORTER: The witness may be geated.

MR, SANCHZZ: I'1l have to offer to record first, and
then I will a2sk the questiocns of the witnesses. I have here =
certified copy of the documents in the United States Land Office
at Santa Fe, Yew lMexico with reference to the title of Southern
Union Procduction Company to the north half of the southwest quar-
ter of Section 2, which ig involved in this case.

IR, PORTER: Are you offering this as an Exhibit?

3

MR, SAMCHEZ: Yes. I'm offering it in evidence to prove
our title.

MR. PORTER: Let this document be identified as Southern
Union'Production Company's Exhibit Vo. 1. TIs that all right, kr.
Sanchez?

MR. SANCHEZ: That's all right.

(Whereupon, Southern Union Produc-
tion Company's Exhibit Yo. 1 wasg
marked for identification)

YR. SANCHEZ: MNow, with reference to the ownership of th

-

south nalf of the southwegt quarter of Section Z involved in this

i

i
1

T

|
!
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uu;t I desgire to state that I have rmade an investigation 25 to
the ownership of the said south half of the southwest guarter. I
find that the south half of the southwest quarter was patented to
Ricardo Martinez in 1931. Ricardo Martinez ig now dead. There
has been no judicial determination of the ownership of his estate
or who his heirs are. I made an investigation, and find that the
ownership ig as set forth in the application under Paragraph 5 of
the 2pplication on Page 2. I have verified that as well ag I
could with respect to the names and the addresses by contactineg
three of the parties who are listed in there; two of the parties
giving me the information, and one of them advising me as to his
ownership, namely, the party who owns the majcrity interest in
the varty, Jose Haria Martinez.

I wiil ask Mr. Whitlow to take the stand.

MR:. PORTER: Whatts the witness! name, nleasge?

2

J

. GHITILOW: Whitlow. W-h=i-f{-l-o0-w.

s

D, W, UHITLOY,
called ags 2 witness, having been first duly sworn, testified asgs
followa:
DIRECT EXAMIMATION

BY IR, SATCHEZ:

Your name ig Mr. Whitlow?
A O, d. Whitlow, agsistant manager of the Land Department,

Southern Union Production Company, Dallas, Texas.

57

How long have you been assistant menager of Southern Uni

on




, Inc.

A
‘

I

v
-t

Ve

N

PORTING SE

1

R RI

A\l
4

ol

Y- M1

1RNLI

ALBUQUERQUE, NEW MEXICO

I

'

Al

DI

PHC

PAGE U

Procuct;on Corpany:
The past two years. I was District Landman for seven
years.
A Your total years of experience has been in connection
with the Lend Department with Southern Unlon Production?

L “Tine years with the Gas Company.

I
. Mr., Whitlow, you made an investigation with reference to?

4

on the lands involved in the 2pvdlication --

|

{
the matters covered in this application 2s to the matter of drilling

|

|

|

|

L Yes,
&) -- requesting 2 proration unit of 160 acres =~-
A Yes.

‘D

o -- including thke north 2

2, Townghin 25 Yorth, Range > test, ™MPM, Rio Arriba County, Vew

Mexlce?
A Yesg, sir.
2 Do you have any information with reference to wells around

that ares cs to the cost of the instellation of a well?

A Yje heve drilled, we own the offset acreage and have

17 of the southmest quisrter of S Sect! on

drilled the four wells in this immediate area offsetting this pro-.

o

poseé arez. Our costs have ranged anywhere from forty thousand
three nundred dollars to forty-three thousand rvur hundred dollars

the line

o

to drill and complete and get ready to go int
IR. PORTER: You want this marked as Exhibit Wo. 27

iR, SAMCHEZ: Ye
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(Thereupon, Southern Union Produc-
tion Companyts Exhibit Yo. 2 wasg
marked for identification)

e (By lr. Sanchez) Mr. Whitlow, I hand you a paper marked
applicentts mxhibit 2, and ask you if you prepared or helped pre-

A Yes, this was prepered in our exploretion department on
eatimated cogt of a well to be drilled in the southwest guarter
of Section 2. £ind for a nroducing well, we estimated forty- one
thouszand six hundred dollarz; for 2 dry well, thiqty-tuo thougend

MR, SATICHZZ e offer the Exhitit in evidence.

PR, PORTZ: Mr. Sanchez, I'L11 rule on your motion for
the introduction of the Exnibits at the close of your direct testid
mony.

I'R. SANCHEZ: Thatts all right. In connection with that
Exhivit, I would like to state to the Commisgsion that I have con-

tacted Mr., Tom McKenna and Mr. Joseph Sommer, each of whom own a

e

one-slixth worlkinz interest

n this property, and they have agreed
that the expenses shown on that would be reasonable, 2nd have
also acdviged them that I would request the Commission to allow
Southern Union Production Company a 25 percent increase over the
actual cost of the amount of the well. They said they had no
ob jection to that.

- {By Mr. Sanchez) Mr. 'hitlow, with respect to the oil

pool and the location of this well, Lf you put it in the southwest !

i
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quartér of the southwest gunarter, or even in the lands covered by
the Southern Union Production Company's lease, with respect to the’
pool, would that well be in the middle of the pool or close to the:
fringce or just about where?

3 It would be a northeast stevout from whet we would
classify a2g the pool. Welre zoing toward 2 dry hole, plus an

egtablished water barrier. I would definitely call this a stepout%
not particularly =2 development well. ‘e think we will get a well,!

however. i
2 But it's not proven territory? |
A Ag far ag the stepout goes, no, sir. |
2 You know, of course, that the o¢il and ges leagse from

the Feceral Government, held by Southern Union Production Compeny |
explres next August --
A Yeg, sir, August 31.

== if the land is not drilled on it?

hEd

Yeg, glir.

< “hat about drilling there =o thet Scuthern Union Proéuc—3
tion will receive its just and proper portion of the oil and geos,
ig that necessary?

2 Yes, that's the only way we can hold the lease, which
a2lso includes other lands other than the 8C acres.

R, SAMCHEYZ: I believe thatt!s gll from this witness.

b
55
.

"y

ORTER: Does anyone have any Questions of Mr. VWhit-

low?
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MR, MORRIS: Yes, I do,.

MR, PORTER: Ir. lorries.

CROSS-EXAMIYMATION

BY M. MORRIS:

§ Fr. Whitlow, whet attempts have you made to secure the
approval, or have you been in charge of securing the apppoﬁal of
the nonconsenting interest owners in this tract?

FR. SANCEEZ: With respect to that, let me state that I
will have a witness on that with reapect to the securing of the
interest, as far as oil z2nd gas leases are concerned.

L But I have slso tried, yes, sir, for the last year.

€ I see. Have you contacted the people listed under Para-
grapn 5 of the application?

2 Only through people out here and through Mr. Sanchez.

Jould you detall what other efforts you have made to ;

secure the consent of the nonconsenting interest owners?

A Well, first of all, we talked to Mr. McKenna and Mr.

;
i
i

 Sommer last June, and assked if they would like to join us in 2 well,

. would contact them for us, since we ¢did not at that time have any
- names, addregszes or anything. It is my understanding that they

- talked to Mr. Martinez, i o un northescet, e wez et willine o
! 2 .z 2

i
|
!
i

and also since the Martinez et al were clients of thelrs, if they

f'f'

EN : Yo et S et t oy ., T - TS 2 i I
.”" FE ceT 80T CLIPCLWNIZTANCE:s Jer wol Te L1 T
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2 Tid you ever talk to Mr. Martinez? ‘

A Yo, sir. I understand that he does not talk English, so
I weculd be at a loss.
MR. MORRIS: Thet's all I have of this witness.

BY MR. VUTTER:
) Mr. Whitlow, 2= I understand it, Southern Union Produc~
tion Company has a Federal lease on the north half of the szouth-

weset Qquarter.

A Yes, sir. l
The south half of the southwest quarter is not leased to%
anyone? %
1
A That is correct, yes, sgir.
= Are there any overriding royeslty interests under the
north half of the south half?
A Yes, slr, three percent.
Have they agreed to the pooling?

A Yes. Mr. Langston will testify to that.

Al Southern Union 1is willing to pool?
A Yes. 5
Q Ané I presume the Federal Government would approve the

communitization?
Y Yes, =ir.

& And Mr. Langston would approve 1t?
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3

G ‘gg everybody is in agreement except the owners of the
south half?

A Yes.

% 2 The owners of the gouth half are the heirs to the man wh#
received the patented deed in 10317 ‘
A Yes.
o What was his name a2gsin, please?
MR, SANCHEEZ: Ricardo Martinez.
o And Ricardo Martinez is now dead, is that correct?

Thatts correct.

H
>

MR, SANCHEZ: That's correct. g
& His heirs have not leased the property, and do not E
- wish to lease 1t, and they haven't expressed an interest in poolin%
| thelr interest with Southern Union? |
A A bonus offer wase macde to them, and they did not want it
| whatsoever. Actually, it was for a one-year lease,is what we were
i trying to get.
| - Jf this acreage were to be pooled by the Commisgsion, we
would be pooling the heirs of Ricardo Martinez as well as the other
1 interests in that 30 acres, not only as working interest owners,
but as royalty owners, as well?
Y Yes, sir.
o You are requesting that the cost of the hole, which would

| be forty-one thousand six hundred dollars, for o producer, be

®

taken out of production?
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L Yea. e have evaluated the four wells that are oroduclng

out of the same zone, and we had our accounting department prepare

groge income, and

<

the runs,

go forth,

and 1t looks like it will

be approximately a2 forty-eight month payout, based on present runs;

in other words, to receive

Al You have drilled
re.
R STo0m r-j‘e"‘a ae

initial cost back.

four producers in the area =--

i N
ke

S

forty=-Ions thousand Tthrse mundraf
Tez. Ths zecond uell weg forty-two
wag forty-two toouzend, Dur well cost estinmnte
Torty-cne thousens, somoen etelr, o 1ittle les
. McKenna anéd Sommer each own a gixth,
a third?
4 Yes. ~
= They have indicated they have
order?
4 That is correct, I believe.
IR, SAMCHEZ: That is correct.

Mi. PORTER:

so thattg

no objection

to

a total of

the pooling

You estimated the time of the payout at

forty-eight months, and that would be about five years to pay out 4

hundred twenty-five percent?

A Actually, we were trying to get a figure of actual net

veyout. I mean four years, five, including the additional twenty-
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five percent, yes, sir.

R. 1"ORRIS: One more cuestion.
MR, PORTER: Mr. Morris.

BY MR. MORRIS:

—

. Have you given any thought to leaving out the south half

and asking for a non-standard proration unit, congisting of only

" the north half?

L Other than there is = gpacing order, I understand,

already in existence there; we have followed a set pattern in

thias field.

Can you think of any reason, though, why an 8C-acre non-

standaréd unit would not be practical in this situation? Could you !

cet a payout on 3C acres is what I'm really asxzing?
A “ell, geologically, we're moving further away from the

field if we do. In other words, our proposed location 1s south-

' west southwest on the 20.

Q fight. So you want the whole unit in order to locate
your well on the part thatts going to be forced vpool?
A If at a1l posgible, yes. TFor eccnomic reasons we think

itte much bvetter.

'BY }MR. UTTER:

Is Southern Unlion acreage productive, Mr. Whitlow?

=

Yo, gir. You mean this lesse in particular?

- You gstated that the prefersble location was the -- the
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southwegt cuerter oroductive of rag?

southwegt cuarter. Is the south half of the

Yes. dJust tryins to cet as nearly ag we can.

Do you have any contour maps of the »ool?

‘.TD .

ooez the other witness have contours of the pool?

Yot of the pool, 2g such.

Of the acreage? f

Jf the acreage, no.

MR. P00TEZH: Any further questiong? The witness mzy be

;—:S
.
g
5
=i
jo2
4]
ct
o}
[
fod

excugec.

called as & witness, heving been first duly sworn, testlfied as

follo

w3

(Witness excused)

B -

. PORTER: If there are no objectionsg, Southern Union!

4]
]

and 2 will be admitted to the record.
(Whereupon, Southern Union Produc-
tion Companyts Exhibits 1 ané 2
were received in evidence)

FR. PORTEX: Call your next witness, Mr. Sanchez.

CLAUDE S, 3EMR, .

.
-

DIRECT =XAMIMATIOW

State your name, please,

Clsude 5. Sensa.
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-*mi #éour address?
A Santa Fe, Yew Mexico.
2 What 1g your occupation?
|
A Itm 2n sttorney at law. i
i Mr. Sena, are you acqQuainted with Jose Haria Martinesz,

the party who owns the majority interest in this case?

i

Yeas, T anm.
s

Z “hen did you meet nim?
A I met him on the 23th day of March, 1950 at his home =t

Parkview, Yew lMexico, Rio Arribs County.

o You say 1650 or 1517
A 151, I'm sorry.
‘. “iag there 2ny discussion at the time that you met him

there with reference to the metter of the drilling of this acreage
which he owne?

A Yes. On that ¢date, approximate hour of one-thirty, your-
self, myself and Mr. and Mrs. Jose Marlia Martinez were present, and
the entire conversation was in Spanish, for his convenience., At
that time you explained to him as to whether he would consent to =
unit pool at this varticular Tapacito area of his land there, and
he definltely a2nd emphatically stated that he would not consent to
a unit onool. He gaid that the only way;that,he wanted definitely
2 hundred fifty dollar bonus or nothing, and that he would not con-

aent.

t
° Jeg 1t 2 hundred or one hundred fifty that he sald about|
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the bonua?
A I think he g2id one hundred to one hundred fifty.

£ Did I explain to him the proposition of nooling, that he

N

could throw in his property with Southern Union Production Company,
that Southern Union Production Corpany would drill a well on the

premiges and then give him the share of the production?

-
T

|

|
Yes, you explained the whole thing to him. You also }
adviged hin that he would not bear 2ny expensez up to the time -- !
I mean in the drilling process, and that =211 that he would have to}
|

incur in expensés is 1f minerals or oil was hit later on, he woulé

have fo pay for his proportionate share of the well,

@ Did I also tell him that 1f he did not agree to this

pooling, that the Southern Union Production Company would bring in:
g proceeding for forced pooling?

Py

R\ Yes, you adviged him of thet. All thigs was done in

Spanish.
2 Did I try to get from him 2t that time the addresses of
some of the heirs that had an interest, tlhat we thought had an

interest in this property?

Y At that time we tried to secure the adcdress, or you tried

to secure the address of that party, lMrs. Fred something, in San

I
Diego, and he zaild he did not know where she was or could not lo-

. !
ner.

cate

& Did I try to get from him the addresses of his nepheus

in Ogden, Utah?
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A . e . . oA 2 = < A - . e e = e e 2 = e ——s

i 4 Yes. i
? “ And did he give me the addresses? E
| A He did not give me the addresses. He gtated that they

would visit him once a year, but that he d1d not have contact with;

% this particular line of the family.

é o) Definitely Mr. Martinez salc¢ that he would not agree to |

; anything except the glving of a lease and the bonus that you men- {

tioned? |
A Yes. And hisg explanation of that was, "Well, if I get

a lease, 1711 get something, but yet if I give my congent and they

do not nit oil, I lose everything."

MR, SAVCHZZ: That's all.

ot
J
.
et
Q
L
>
—
[#2]
=
[0}
a
-
n
et
3

M. PORTER: Mr. Morris.

CROSS-EXAMINATION i

. BY MR. MORRIS:

z Mr. Sena, what efforts have you made to secure the con%
sent of the other persons named in Paragraph 5 of your application?

A Mr. Morris, I'm not the attorney for Southern Union, I'm%
not in this proposition for obtalning a consent. I was just there
to witness this approval.

£ ¥r., Sena, 1 asked the same qQuestion of Mr. Whitlow, and

I was infoprmed that you would answer, or that the other witness

would answer the dquestion. “hat efforts, to your knowledge, have
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ibeen made to secure the consent of the other persons listed in i
1
|
3
]

Parazraph 57

i MR . SAVNCHEZ: For the zake of the record and ghorten it

. up, he doesn't know what efforts have been made. The only one |

that has made efforts has been myself, and, of course, nrevious to.

ithat time Mr., Whitlow had contacted specifically Mr. Martinez
ito try to get a leasgse from him.
: A I would like to say something, Mr. Morris. As far as at-

- tempting contacts to get consent, I did have a conversation with

McKenna 2ané Sormer, the atorneys, and they say that they had tried:
to get ir. lMartinez to go alonz on somethinz reasonable and were
unable to do s=o. likve I

But other than that, gay, I'm just here

-
cuLlar

[N

ag a witness to see what occurred at this »na»t time.

A Is it not possible, Mr. Senna, that if you had contacted
. the other persons listed in Paragzraph S there, and shown Mr., Mar-
tinez that they were willing to go along, you would have had =

little better arguing polnt?

- s LY . . s
A I dontt believe so. Mr. Martinez is rather bitter about
this whole T arre 1oad ~raat oremngitlion ond lend ~mebblia~, 2nd
thin~g 1ize thet, =27ad he neg heen throu~: Court “elfare, and I tiin'g
1ela —ather reiucteont to -~ £lon” on anythins Itttz Just conjec-
ture, Lile —ou sged 2 cuegticn thet called for conjecture.
i
V17 ~glr saother one. Do vou feel thelt the vronositiong
. ; .~ !
p et ea syt ot De, llarvtinez woe falv, uncer thne clrcunigteances |
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h

¥now that hig own attorneys had contacted him also. |

$

c Do you feel that Mr., Martinez! interest would have to be
force pooled in order to aszsure him of his equitable share of thei
oprocuction from this pool?

L I feel, yes, he has to te forced, otherwise he will

never zain anything by not being forced into it. He will not con-

& He owns an undivided interest in this south half as do
the other persons mentioned here, so that there!s no possibility

of partitioning and excluding his interest from the unit?

>

No, I believe it's impossible. I think that McXenna and

t
o

Sommer took as a retalner one-gsixth of nisg interest or one-third

of his interest, and then he has a certain interest, and then

remalning helrs of another interest. Thatts too complicated. I

have not seen the abstract.

2 But participationin your opinion, would not be possible?
A It would not work gt all, I feel.

MR, MORRIS: That's all I have. Thank you.
MR. PORTER: Mr. “utter,

BY MR. VWUTTER:

Mr, Sena, you keep mentioning Serafino Fartinez --

*

MR, SAYWCHEZ: Yo, Sam.,

8

ing an interest?

o]

[ig=

8 Thatvs right.

|
!
t
I
I
i
|
|
|
|
i
|
1
|
|
i

" Het s the one that's listec as living at Parkview and havs
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5 Tow, you stated that he had expressed hig view that =

i

hundreé¢ to one hundred fifty dollar bonus was proper, is that cor-:
rect?
L I believe he said he would do 1t on that basis, 2 rental.

on that basgis, and then if they would hit that, he would still havé

i

his tonus, out if they would not hit, he would have nothing. Q

2, 7hat did Southern Union actually offer him, do you know?

A Mo, I do not.

av

. SANCHEZ: I cen tell you.

How much did they offer him?

FAND)

In July of 1960, some more than seven months prior to
this time, they offered him twenty-five dollars an acre bonusg on
the 32 s2cres. I 4id not know at the time that he did not own 21l
of it, and that the one-tenth of it was -- ten percent of it, we'll
say, was 8till not acquired by him. It was still in the heirs,
in other heirs.

- In other words, ycu offered him twenty-five dollars 2an
acre, gssuming that he had & hundred percent?

A Yes.

o ‘Tow, he aorees that the 17/30 --

£ Te would be entitled, with the agreement with McKenna
and Sormer, to nave a nercent of the bonus.

MR. PORTER: what pvercent would that make of the total?

MR, SANCHEZ: ¢0 nercent.

1.« PORTER: Of the bonug?
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A Cf the bvonus.

MR. PORTER:

BY MR, SANCHEZ:

¢id I tell him that I had contacted M¥».

Sommer, and that they were willing to go along with thig poo

Q At the time that I

>

A Yes.

spoke to him about

You did state to them to that effect,

Tom Mc¥enne andé Mr.

Does anyone elsge have a question?

the other intere

I think

1ling?

ste,

Josevh

iy}

he

TING ST

)
|}

had ¥nowledse of thils also.

I )
- 2 8

did he tell us that he had two

13-

a matter of fact,

yers who reprezented him in thles matter?

*~  Yes, he did. |
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and

the other was

. One was Tom
A Thatte right.
. PORTER:

No,

MR, SAVZHEZ:
pleagse, except for this fact
contacted IMr, Martinez about

him a bonus of twenty-five

MeKXenna,

Any further
that!s
The witness

Thatts our

guegtions?
all,

may be excuse
recollection,

that T want in the

the middie of July

Joe Sommner?

d.

if the Court
record that I
of 1940;

one year's leacge

on the property, and tolé him that Southern Union Production Com

l
|
Fere
|
!
j
l

l

pany would definitely drill withlin a year, and he turned that cown;

for

the time being. gaid

that he 2id not think he wsnted to
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on, and then I found out later that there weﬁe bfﬁer interests be-
gicdez Somrier, ..cilenna and lMartinez, and I urote him a letter acking
nir to wive e the 2ddresees of the other narties who had an inter-
est. The letter, of course, rermeins unanswered. Ilr, iertinez isg

s

in the roowm thig morning.

12, S57: I'r, lic¥enna has Just wallked in.

i, PORTERs At thilis time we would recornize i». Martinesz

n

if he nas sormething to say.

IR, HRTITTEZ: The first thing --

. PORTER: Ve T understand, hls dsusnter will inter-~

'3
e}
O
@
D

7.!
L]

nret hle statement, for the record. You may v
OLIVIL CORDOVA: Te wantes to know why he was called here.

SR. POATER: Hete just helns ~lven en oonortunity to

wre o stetement in this case, to state nis peeition.
CnIn CORDOVA:  Filg vogition 1s, he gays that ir. San-

chez told nim thet they had, I cdon't know, sone “ind of cdesl that
they could force hlgs land.
. PORTIR: Did he have anything further to ssy?

¢ frill

[4v]

ALIVIE CORDOVA ‘.711‘:)7 do they want to 70 in
without his consent?
. PORT=R: To you want to answer that, Ir. Horris?

i . HORRIS: In answer to your cuesticn, ir. llartinez,

Av]
ct
[
O
b
-
@)
ot
pmt
0]
l/ 4
|-te
Q
o)

there 1g 2 law in the Sta waere, under nrone> olvr-:
curstences, the laxnd of one nergon riay »e pooled with the lande of !

ancther to form what we call a standerd unit. |
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QLIVIA CORDOVA: He seyse hets w1171n* to 7eace hig oTpce

%)

1)-

if he 7etg »noid for it. Hetls willing to let 2nyboly 7o in there.

I3, IIORRIS: e are here today to cetermine whether this

}.J.
n
)
o
v
o]
O
(0]
=

instance for the apnlication of this lzw of forcerd
poolinze. I caanot tell you 2t this time what the decislon of this
Commiselion will De.

OTLIVIA CCORDOVA: He gays he wants to get neid for hie,
for =zoin~ into his »nronerty =znd for all the trins he's mace,

-~ -

iR, HMORRIS: lir, liartinez, now much &id lir. Sanchez sand

3
&3
2

Southern Union Production Commany offer you ner ascre for your

N

OLIVIS CORDOVA: He s=2ys he wag never offered anythineo.

{n

Ife FOREIS:  Tever offered anything?
OLIVIA CORDOVA:  inything by Mr. Sanchez.
R. BWORRIS: How about by Southern Tnion?

OLIVIA SRDOVA: Ry Southern Union, no.

—
)
.
?
L
U
(‘D“
[Xs]

q

re zolng to take the case under advige-

1

ment, end we won!t rule on it right away. Does ir. Martinez have |

ot

anything further he would lie to say at thi

mn
ct
‘__l.
3
D

LIVIE CORDOVA: Thattg 211l. Je just wents to be res-

nectec.

IR, SATWCIRYs I have a quesgtion to ssgk him.
. PORTER:  Mr. Sanchez uwould like to zgk you a Ques-

tion.

170. SATCHZEZ: Do you remember I ueg there in
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lasgt summer at your plaéeé - o
OLIVI® CORDCVA: TYes.
IR BATCHEZZ: At that time T offered you some money “on

a lease?
DLIVIY COZDOVA: He gaye thet you didn't offer him any-

2. SATICHEZ: I'm not talking sbout this last time that

we uent there., In July?

CIIVIN CORD2DOVA: He gaid that you never had made him an

offer.
IZ. SATCHZZ: Don't you recollect that I offered twenty-
five Jollars ner acre Lonug?

OLIVIL CORDOVA: He esaid that he had never offered any-

IR. YORRIS:  Let me interrupt here. I thiniz for purnoses
of nroper nrocedure, I would lilte tc call lir., lartinez a2s a2 witneazs

and ask him one cquestion. -t first, I thought he was zoins to

malze @ aterient I would 1i'ze To call nim and aglr him to angsver
one question. Jould you explain this to him? Ixolaina that I wenti
to awesr him in as 2 witness. ;

OLIVIY CORDOVA: IHe says he told wou what hapoened.

M. SATCEEZ: At this time I want every statement that
ir, Liartinez males to be out under oath. e just has been making
a stetenent niere.

12, KORRIS: Iir. lartinez, I want to ca2ll you as = wit-
ness 2nd gwear you in <o that your tegtinmony will be 2 part of the

recorc of this case. 7e cannot congider anything that is seid here
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for purposes of decision inmtﬁis cése unléss»ﬁf. ﬁéfﬁinéz is‘ﬁﬁtrm
under oath, and then his testimony is put into the record; other-~
wice, we can't congider what he gays as vart of the testimony of
this case. *7ill you just explain that one fact to him?

OLIVIA CORDOVA: Okay, he says.

¥R, PORTER: Is he willing to be sworn?
OLIVIA CORDOVA: Yes.
(fitness sworn)
JOSHE MARIA MARTIVEZ,

calle¢ as a witness, having been first duly sworn on oath, testi-

fied as follows:
The following proceedings were intervreted from English to
Spanish and from Spanish to Znglish by Olivia Cordova.
DIRECT EXAMIVATIOV

BY IR. HORRTIS:

&

r. Martinez, Mr. Sanchez and Mr. Sena have both testi-
fied that they approached you in 1960, in the year 1940.

IR, SAMCHEZ: Yo == that's right. Mr. Sena and I were

<

there on March 20, 1961. I was there in July of 1840,

.,

c Mr. Sanchez was there in July of 196C, and that Mr. San-
chez and lNr. Sena were there in March of 1961. |
E He says that this lsst time Mr., Sena was with him on

March.
g £t that time, when they were at your home, did they malte

i
|
you an offer of any price per acre to lease your land in question 1
here today? }

i
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him if he didnt't want to.

- time, to lease the land and pay you so much for your royalty?

~ approached him on the proposition of the pooling, and that if he

g
A No. All he said, that there was a law that could force |
|
I
|
|

& No offer was made to lease the land®
|
A No, just the royalties of the well. :

&£

T

And an offer wags made to buy the royalty interest at that

A He was offered the royalties of the pool, but no lease,
no bonus for a lease.

G Yo bonus?

A And that all they wanted was [0 acres of the property.

& Did they offer to lease your undivided interest in the
south half, southwest quarter of Section 2, which is in question

here today?

A He gays that although no bonus was offered, they did want

i
}

to make him come to some understanding with them.
< They offered to lease but not to give a bonus, is that
correct?

|
a
i
|
A That's right. Well, I cuess give him just the royalties)

{

no bonus what he wanted. ]
MR. SANCHEZ: I understanc a little Spanish myself. The

statement which Mr. Martinez says, he =aid that Mr. Sens and 1

didn't pool, I told him that we could force pool. the property.

Thatts correct, that's what he said. There wasn't anything about

royalty or anything else at that time.

®
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Yesg.
z (3y ir, Morris) Thie conversation that we have been

talkin~ about was in March of 1961, i1g that correct?
A Ze says that took place 1n March, 2nd that if he wasn't
willinz, the law would go in and drill anyway, and 1f they would
drill, they could drill s well on the other sicde and drain his
place.

& ‘Jag any offer made at the meeting between Mr. Sanchez
and yourself in July of 195C to lease your lanc?

He told him he had gomebody with him that would drill =

well end -~

the well, is what he wag tegtifying, with me.

~~- that he would lzt him think 1t over, whatever he

thought.
° (By lir. Morrig) 7ias an offer to leage made at that time%
L Fe gsald no offer to lease was made,.
R . SAYMCHEZ: Lgk nim agein. }
MR. UTTZR: In July? i
1 He didn't tell hin anything that would be vaild him for

the leage, any bonug would be ziven him. He Just told him he hacd
somebody that would drill a well, andé that 1f he would be wiliing
to think it over --

MR. TWUTTER:  That wasg in July, 1ls that correct?

Thet was in July, when ir, Sanchez wag there alone.

T
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. PORTE:

,,
.e

CROSS~ZXAMIMATION

< Mr. liartinez, don't you remember that I offered you

twenty-five dollars per acre bonus for a one

year lease?

2 That they would Jdrill before the year,

Before the end of the year?
L Bef ore the end of the year.
< Don't you recollect that I offered

lars ver acre bonus for that one year leage?

Y

L That you offerec hinm the opvortunity

drilled, but not any bonus.
o

'né he further tegtified

who would ¢drill?

¢rill himself.

that I had

A Yeg, and that if he didnt't want you

you twenty-five dol-

to have a well

2 man there pregsent

to zo in there, tha

t

e “nd that if he didn't went me to go in there, that he
could Zriil himgelr?
Yes.
£, Tou, with regard to the conversation, with regard to thei

crilling of your land, that would drain your land, Jdid I tell wvou
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that the people that I renrecented were goling to drlll a well to
crain your land?
iR, SATCEEZ: Oiay, thatts fine.

2, TIRRIS: I w

jSu}

nt an intervretation of this.

T . SANMCEEZ: He'sg saylng correctly now.
A Tot in July you didn't tell him about the draining, but
in Iiarch when you and ir. Sens were there, you then told him that

if he cidn't agree, they could =till make 8 well on the land that
Southern Unicn has, and drain hig lend.

< (By ¥r. Sanchez) "To, he didn't say thst himself. Vhat
he ga2id was that if he didn't drill, someone might drill and drainé
1ls land. I didn't say Southern Union or somebody else. It's

what he testified just now.

1R, SALTCHEZ:  That'e »ight.

1. PORTER: Will you interpret what he just =218,

B That Mr. Sanchez c¢idn't spnecifically say that Southem
Union would drill a well, but that they would drill a well, sgome-
body would, anybody, and they could drain hig land.

2. PORTZR: YWould you now give ug your name, for the
record, 22 interpreter in this case?
I'TTERPRETER:  Olivia Cordova.

M. PORTER: Olivia Cordova. Thank you very rmuch.

IR, SATCHEYZ: You esre hig dauchter?
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IR, PORTER: o further questions here?

il. SATICHEZ: Yes, I want to ask some questions here to

clear up the gituation.

CROS 5=ZHAMITATION (Continued)

| BY IR, SATICHAZ:

P I ¢idnt't tell you that the man in the car wag a driller

in July, did I?

hin.

ir.

A Hne cdoesn't know if you said. He can't testlfy to that.

PR. SAMCHEZ: 211 right. That's all that I have fronm

& (By Mr. Sanchez) Just 2 minute. Did I tell you that
iiclenna and lir. Sommer were willing to 20 in on this agreement?

A Yes, you told him that they wouuld zo into the agree-~
ment.
o) “hen I first went into your home, you told me that lMr,

licXenna andé Mr. Sommer represented you in this deal -- no, no,

whnen I first went into your home this lagt time?

\ Yes., They were the lawyers that cleared up the land.
IR, PORTER: ‘What was hig last statement, plezsse?

A They were the lawyers that cleared up his land from the

state business.

IR. PORTER: L£11 richt, Ir. Sanchez.
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Q (By Mr. Sanchez) You further told me that they represent
'you in this matter, didn't you?

A .- He just meant that they were his lawyers

for the tax deal, but not --

| M. PORTER: Just a minute, please. Would you begin now;
|
and give us his last statement?

1
i
|
I
|

INTERPRETER: That Mr. McKenna and Mr. Sommer were hig

' lawyers when he was clearing up his land from the tax, but not

for this.

MR. MORRIS: VWot for what? é

INTERPRETER: "ot for the drilling business. 5
MR, MORRIS: Wothing to do with this forced pooling?
IYVTERPRETER: Wo, he doesn't have anybody representing

. him now.

MR, PORTER: Doeg that conclude your questioning, Mr.

' Sanchez?

MR. SANCHEZ: Yes. I want to make a further statement.

Put me under oath, 1f you desire. I will make a statement of the
attorney, the truth of which, I assure you, that it will be truth-
ful. I went to Mr. Martinez! house in the middle of July of 1¢60.
Mr. Whitlow had told me that Mr. Hoover, an o1l and gas man here in
=Santa Fe and Mr.Wright had contacted Mr. Martinez one way or anothe
jfor an oll and gas lease on the property, and he asked me to go up
ithere and try to get an oil eand gas lease from him. I went up on

" the following day and took Mr. -- a fellow by the name of Colonel

r
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Williams with me. He knows nothing about drilling. He went 23 a i

companion to me. As a matter of fact, we went fishing. We stopped
|

‘at his place, and I definitely offered him a bonus of twenty-five g

E
. dollars per acre, and told him that we would take a lease for one |

|
|
|

. year proposition; and his wife was there when the offer was made.
- were -- if he didn't agree to take a bonus or something like that,
- he was in danger of having his property drained through wells around

him. That was the subject of the conversation in 1960. He defin-

- proposition, although someone else was offering him seventy-five

year, and that we would drill for one year. It wasn't any five

I told him at the time that the property could be drained i1f wells

itely didntt turn me down. He said that he would consgider the

an acre for a longer period. That, I don't know if it's correct

or not, but he told me that himself. WNow, this last time, going
back to the July proposition, I came back to Santa Fe, and I wrote%

him a letter and found out that there were other people who had

i
i
‘

ten percent interest in the property which he had not acquired, ané
!
|

it was not McKenna and Sommer. I wrote him a letter telling him

. that these other people have a ten percent interest in the propertf

- went up there, I explained to him what we were up there for, try-

' the only way that anyone could get in there would be by paying him

"~ one hundred, one hundred fifty dollars an acre on the property;

and to give me their names and addresses, and he would not cive me|

the names and addressed of these other parties. This last time we

ing to form a pool just like Mr. Sena testified, and he said that
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otherwise, no one could zo in there, no one would get his consent.
He definitely and emphatically said he wasn'!t interested and
wouldn't agree to any pooling at 211, and the only way he would

ever agree would be to pay that much bonus on the acreage. Thatts

exactly what happened.

. "UTTER: One question, Mr. Sanchez.
I"B - S:f‘i T\TCHEZ . Ye Se

M, MUTTER: “hen the offer wags made to nsy him the
twenty-five dollars for the oae year lease, was that on behalf of
the applicent here today?

R, SAMCEEZ: Yes.

R, WUTTER: That was on behalf of Southern Unioen Produc-

tion Company?

=l

.« S

|-‘—!
£

p
¥

NCHEZ: Yes. Since that time Southern Union Gas

- Company has transferrec the lease to Southern Union Production ?

i

Company, but it was made by the party who at that time owned the

(W/itness excused)
IR. SAMCHEZ: I would like to recall IIr, "Thitlow.

leage in the north half of the Section. l
]
{
D, W. TEITLOY, !

recalled 2s a witnesgs, having been previously duly sworn, testified
as followus:
REDIRECT EAINIMATION

BY :R. SAYCHIZ:
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Q Mr. Whitlow, I show you a carbon copy of a letter dated i

i
i

: April 3rd, 1959, addressed to Mr. Wright with reference to obtain%

i
i

ing a2 lease on this property. i
!

-A Yes, sir.
2 Will you take it out of the files?
A 411 right.

(Whereupon, Southern Union Producti

Company'!s Exhibit Yo. 3 was marked
for identification)

Q Now, with reference to the paper marked Exhibit 3, Mr.
Whitlow, was that letter sent out to Mr. Wright?
A Yes.

m
[
oy,

Did he acknowledge receipt of the letter?

A Yes.
‘ Q Did he advise you whether or not he had contacted Mr.
! ,
| Martinez?

A Yes, he had. The situation that brought this about,

actually, that lease wag to expire in September of 1959. We made

|
|
;
i
|
i
3

our first offer in April of '3¢ to Mr, Martinez through Mr. Wright,
{

and I think Leo Shutes went up with him. Thatts jumping 2 little

1
i

bit; that was my understanding back two or three years ago. Then,:

we got the two year extension on the lease. There is also corres-
pondence in nhere that we have talked to Mr. McKenna and Mr. Sommer
as early as 1959 on this, and in that s definite offer of twenty-

' five dollars per acre wag made, and the leases were to be drafted

in on us., At that time Mr. Sanchez gsaild that we were under the

®

on
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. impresgion he had all of it. That!'s been the theory we had gone

on from the beginning.

© McKenna explaining how

BY MR. PORTER:

We then had a letter from Sommer and
they got thelr third interest.

CROSS-EXAMINATION

) This 1s addressed to Mr. Hoover Wright of the Federal

Abstract Company, Santa Fe?

A Yes.
Q Does the letter mention that a lease bonus was being
offered?

L At the top of the second page, yes, sir. Twenty-five

dollars is drafted in.

So, I mean this is not something that we

haven't been working on, actually, over a period of two years.

< This is a letter that was signed by yourself?

| A Yes, sir, it
|

is. Much to my regret, Mr. White has

correspondence at hig office with lMr. Martinez being turned down,

or pogsibly the heirs,

I haven'!t gseen it. He also needed an

interpreter, and I understand Mr.Shutes went up.

MR. PORTER:

E

MR, NUTTER:

e
3

. PCRTER:

MR. SANCHEZ:
| not contact any of the

| agree, and he held the

Do you have any questions, Mr. Wutter?
No, sgir.
You nay be excused.

(ditness excuged)
For the record, I'll say this, that I did
other heirs since Mr., Martinez would not

majority interest. To me, there was no




PORTING SERVICE, Inc.

"“MEIER RE

Y

2l
4

ARNL

)
4
ALBUQUERQUE, NEW MEXICO

Dk

PMONE CH 3-6691

PAGE 3l

- 1

necessity of trying to get the lease from the other heirs. i
i

Mi. PORTER: The other heirs were the holders of the ten|

i
percent interest? |

letter made 2 part of the record? The only point I want to make

MR, SANCHEZ: That's right. That concludes what I want %
to submit, except I believe I have already said that Southern Unio£
Gag Company is now asking in connection with expenses of the well
a twenty-five percent increase over the amount actually spent.

MR. PORTER: You wish to have this letter from Mr. Whit-

low to Mr. Wright admitted in evicdence?

MR., SAYCHEZ: Yes.

—

MR, PORTER: Without objection, the letter will be ad-

mitted to the record.

(Whereupon, Southern Union ProducH
tion Company's Exhibit Wo. 3 was
received in evidence) ;

|

R. PORTER: Does anyone else have anything further? Mr;

[

McKenna.

MR. McKENNA: Just a brief statement. May I have the

i

- 1is that McKenns and Sommer - believe the statute is clear, !

that all that can be recovered is a cost of expenditures for the

drilling of the well, and I believe Mr. Sanchez hasg indicated jiust

~now and did indicate personally that he was asking for one hundred

twenty-five dollars. I would just like to call to the attention of

the Cormission that my opinion of the law is explicit, that the

| expenditures are limited to actuval cost. In the letter I have
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indicated the statute involved. That is the only statement I care

to make.

MR, PORTER: Let the record show that the letter addresseéd

to the 0il Conservation Commission under date of April 1©, 1061, i

'
'

from Thomas S. McKenna, relative to Case Wo. 2249, has been made af

i}

part of the record. If nothing further, it will be offered to Mr.l

Morris.

EY

M. MORRIS: Mr. Examiner, I have a letter from Mr,

- Amadito Valdez, Chicago, Illinois, with reference to this case,

stating that he is, in effect, the owner of an undivided interest
in the south half of the southwest quarter of Sectlon 2 in ques- é
tion, and he wishes to inform the Commisgsion that he does not
agree to force pooling of the interests in this unit.

MR. PORTER: Anything else to be offered in the case?
The case will be taken under advisement, and we will have a ten-

minute recess.
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STATE OF YNEW MEXICO )
) ss

- COUNTY OF BERNALILLO )

I, ADA DEZARWLEY, Court Feporter, in and for the County of
Bernalillo, State of Vew Mexico, do hereby certify that the fore-
going and attached Transcript of Proceedings before the Wew Mexico
0il Conservation Cormigsion was reported by me in machine short-
hand and reduced to typewritten transcript, under my personal

supervision, and that the same ig a true and correct record to the

" best of my knowledge, skill and abllity.

o 7%
YTTYESS my Hand and Seal this, the <7 day of April ,

1661, in the City of Albuquerque, County of Bernalillo, State of

" Wew Mexico.

e A

YOTARY PUBRLIC /

My Commigsion expires:

" June 19, 1663

1 do hereby tertify that the foregoing ia
a comp.eis record of the proceedings in

‘g @T Cas No.2. 2.7,
f kf/i 19t/ .
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i(;hgémuﬂméiigﬁédkw“““”;i. ~, Examiner
“ﬁew Mexico 01l Consefgat?é;LEg;mission
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