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BEFORE THE OIL CONSERVATION DIVISION
NEW MEXICO DEPARTMENT OF ENERGY,
MINERALS AND NATURAL RESOURCES

IN THE MATTER OF THE APPLICATION )
OF HOWARD OLSEN TO REOPEN CASE )
NOS. 8668 AND 8769, LEA COUNTY, ) CASE NO. 8769 & 8668
NEW MEXICO )
HARTMAN DESCRIPTION CROSS-REFERENCE
EXHIBIT DEPOSITION EXHIBIT
1 1/24/85 Letter - Hartman to 1-0
Olsen
2 1/31/85 Letter - Mariner to 2-0
Hartman
3 7/10/85 Letter - Hartman to 3-0
Olsen, enclosing AFE
4 7/19/85 Letter - Carr to
Stamets - NMOCD, enclosing
Application - Case No. 8668
5 7/22/85 Letter - Carr to Olsen 4-0O
6 7/30/85 Letter - Sutton to Olsen 5-0
7 7/31/85 Transcript, Examiner
Hearing, Case No. 8668
8 8/13/85 Letter - Carr to Bureau
of Land Management
9 8/15/85 Application to Drill
Carlson Federal #4
10 Ruth Sutton Notes on Negotiations
with Olsen’s Office
11 9/20/85 Letter - Sutton to Foraker 8-0
12 Case 8668 Order - Compulsory Pooling 1-H
13 10/1/85 Letter - Sutton to Olsen 8-0
14 10/4/85 Letter - Hartman to Olsen S-0
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10/4/85 Letter - Foraker to Olsen 7-0
10/29/85 Letter - Carr to Stamets -

NMOCD - enclosing Application - Case

8769

11/11/85 Letter - Carr to Olsen 10-O, 4-H

11/11/85 Application to Drill -
Carlson Federal #5

11/21/85 Transcript, Examiner Hearing
Case No. 8769

12/12/85 Sundry Notice - Spud & Set
Casing - Carlson Federal #5

Case 8769 Order - Compulsory Pooling 2-H

1/6/86 Letter - Sutton to Olsen 11-0, 3-H
(not accepted)

2/28/86 EPNG Notice to Sellers
3/3/86 Letter - Hartman to NMOCD
5/29/86 EPNG Notice to Sellers

Permanent Injunction CV-86-369(J)
Hartman vs. El Paso Natural Gas Company

10/13/87 Letter - Olsen to Hensley
10/6/87 - Letter - Wilcox to Bowlby  12-O
11/9/87 - Letter - Bowlby to Olsen 13-O0
11/16/87 - Letter - Bowlby to Olsen

4/1/89 Transfer of Operating Rights -
Hartman to Meridian

Deposition Transcript - R. Howard Olsen
8/25/89
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Deposition Transcription - Garold Bowlby
8/25/89

Well Cost Comparisons - Carlson Federal
4 and 5
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17 {915) 684-4011

January 24, 1985

Mr. R. Howard Olsen
Post Office Box 32279
Pheenix, Arizona 85016

Re: Carlscn Federal Nos. 2 & 3
SE/4 SE/4 Section 23 (#3)
SE/4 NE/4 Section 26 (%2)
T-25-S, R-37-E
Lea County, New Mexico

Cear Mr. Olsen:

Referance is macde to the phone conversaticns between vour offics and Jim
Zurr of cur cfiice regarding the following for the abcve noted wells:

1. Producticn volume—-we have checked the prcducticn for the subject
well for the years 1983 and 1984 and find that for the year 1983
the Carlson Federal No. 3 (No. 2 well nct procducing) averaged 24
MCFPD and since we became cperator cn June 1, 1984, this well has
averaged 35 MCFPD.

2. Pricing-—at the time we assumed operations of the Carlson Federal
No. 3, El Paso Natural Gas Campany arbitrarily lowered the price
frcm the stripper price previocusly paid to Sun Cil Campany to an
approximate net price of $1.35/MCF. We have already discussed this
matter with El Paso and have requested that the price be restored
to the striprer price.

3. Cperaticnal costs-—as to the Carlscn No. 3, we are charging exactly
what it costs us to operate this well, which is the same rate as we
charge for all wells that we cperate. We do not feel we should be
asked to operate any well at a loss, which you can surely
understand being an independent yourself. BAs ycu know, Congress
provided stripper pricing for wells such as the Carlson Federal Nc.
3 in order that such low volume wells can continuve to be cperated
at a profit and not be plugged. If you feel it recessary, we can
furnish you back-up data to justify our cperating costs.

We can certainly understand your concern generally sirce the well
cperations have been recently shifted from Sun with whom you are .
familiar to us with whan you are not familiar. We hope this explanaticn
answers your questions and, in this regard, we would be willing to offer
you $22,500.00 for all of your right, title, and interest in the above
noted wells and acreage. This offer is higher on a pro rata basis than
the consideration paid to Sun for its 75% working interest. If you are '

HARTMAN EXHIBIT 1



Mr. R. Howard C;:; (i)
January 24. 1985- =
Page 2

agreeable to a sale, we would be willing to pay all legal fees incident
to the sale and title approval.

Thank you for your cénsideration and please let us hear from you as soon
as is conveniently possible.

Very truly yours,

DH/mh
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- DOYLE HARTMAN
P.0. BOX 10426
MIDLAND, TX 79702
(915) 684-4011
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January 31, 1985

Doyle Hartman
P.O. Box 10426
Midlard, TX 79702

RE: CARLSON FEDERAL #3
LE2 CCONTY, wia MEXICO

Deaar Mr. pnartman,

In response to ycur letter of January 24, 1985 regarding the purchase of
our interest in the above said well, I have discussed your propcsal with
pr. Qlsan and he feels the offer is insufficient.

Kzgarding the working interest exp-en (or tie sall weil Dawideon woonze to
ehara, ater mucnh ccaversatica lLetween cur aflices ¢ the correct amount,
we have atcuinad a ooy ol tre original Qyerating ACresient.  pocording to
the said agre=meni, overhizad is to ke Lilled at $1:3,0C per wonth tor each
arilling well for which our working interest is .25 percant.

Cue to this information, please consicer this a demard for your check to
adjust the producing overheaa in accordance willi tie cperating Ajrzdaent.
Also, invoices for September through Decenber 1984 shoulid re adijusted to
reflect this change. )
Your cocperation in this matter is appreciated.

tinceraly,

Dcanina M. Mariner
Accountant

DH/cac

DEPOSITION
EXHIBIT

72

HARTMAN EXHIBIT 2 AlSon
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DOYLE HARTMAN
Qil Operaror
300 N. MAIN

P.O, BOX 10426

MIDLAND. TEXAS 79702

! (915) 684-401

. July 10, 1985

Mr. Howard Olsen
Post Office Box 32279
Pheoenix, Arizona 85018

evznce 1s made to cur previcus communica
as to the lLanglie Matiix pocl covering Sz/4
R-27-E, L=za County, New Maxico. Please be informs< that we are DICpCs—
ing the drilling of an infill well con the captioned leass in order to
efficiently and effectively drain all remaining Larclie Mattix gas
reserves under the SE/4 SE/e Section 23, T-25-S, R-37-E, that will nct
b2 crained by the Carlson No. 3 well wnich is alsc situated on the
subject 40-acre proration unit.

n

ince the drilling of a nzw well is not coversd by arv existing
acre=mernt bztween the cuwrent cwners of the SLDWG”t lease, we invite you
to join us with your 25% vorklng interest in drillir ing the proposed new
well. If you wish tc participate in the drilling of our propesed new
w2ll, w2 will pregare and f orward to you an Ogpzrating Agreement for vcur
review and approval. Ve are enclosing with this letter an AFE covering
the cest of drillinc cur proposed Carlson No. 4 infill well.

In the event you do nct wish to participate in the drilling of the
plO osed new well, we further offer you the following additicnal
options:

- ] - y -~
1. W2 again extend our oifer of Jamaryv 24, 1985 to purchase vour net
interest for $£22,500.

.

2. w2z will b2 hapovy to take a farmout of your interest and drill the

v
211 to earn a 70% net revenue interest.
Since we hope to spud the propcsed new well within the next forty-five

days, we are at this time proceeding with all necessary regulatory
procedures for the drilling of the subject well. Therefore, we

HARTMAN EXHIBIT 3



Mr. Howard O \
July 10, 1985
Page 2

respectfully request hearing fram you as scon as possible concerning
your decision in this matter.

.
1]
’

Very truly yours,

Doyle Hartman
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DOYLE HARTMAN Lo Rreed 3 13 82
OiL OPERATOR
500 N. MAIN STREET
MIDLAND, TEXAS

AUTHORIZATION FOR EXPENDITURE AND DETAIL WELL ESTIMATE

LEASE NAMg _ CoT1Son Federal wetL No. __ 4 w. _100% of Well Cost
COUNTY Lea sTATE  New Mexico FieLp  langlie Mattix
LocATION: ___ SE/4 SE/4 Section 23, T-25-S, R-37-E
DRILLING INTANGIBLES: PRODUCER DRY HOLE
1. Drilling Cost 3,500 E% @ 13.145 Per Foot 46,000 46,000
2. DayWaork Tdayar 3, ;
/ 3,800 3,800
3. Coring Service Well Surveys 8,400 8,400
4. Bits and Reamers - - - - - -
Testing
6. Directional Drilling - - - - - =
7. Fuel Water . 6,500 6,500
8. Mud Mud Logging 8,100 8,100
9. Cementing Service Cement Floats 15,600 5,000
10. Company Labor Contract Labor 3,500 3,600
11.  Surface Damages and Right-of-Way 2,800 2,800
12. Digging Pits Filling Pits 1,200 1,200
13.  Pil Lining éggg 1,500
14. Roads & Brigge edqing & Grading : 8,000
15.  Acidizing _*7+“"Y 4 ;oo Fracturing __92¢2°Y 86{ %6 Perforating 3+ 000 100,000 - C
16.  Plugging - - - 2,800
17.  Trucking Cost 2,500 1,500
18. Development Superinlendence 13 days @ $.200 /day 7,000 3,500
19. Rental Equipment 4,500 500
20. Swabbing and Testing 10,500 -~ -
21. Leqgal and Professional Expenses:
Product Price Delermination 2,400 2,400
Regulatory Hearings Other 3,600 3,600
22.  Abstracts and Title Opinions 4,300 4,300
23. Geological, Geophysical and Land Support
24.  Other Costs
25. Contingency @ _1° % 43,400** 20,500
. Tolal Intangibles 250,000 134,000
WELL EQUIPMENT:
26. Casing 400 g o9 5/8 @ _B.50 Per F.
3,900 ol @__5.46 Per Ft.
FI. of @ Per Ft. 26,000 3.400
27. Tubing 3500 flo 2378 o 263 puri 9,200 - - -
28. Casing Head 1,300 1,300
29. Xmas Tree or Pumping Connections 4,600 - .=
30. Pumping Unit 19,500 - - -
31. Engine/Motor Controller and Power System 4,500 - =
32.  Sucker Rods 6,100 == -
33. Pump 2,000 - - =
34. Tank Battery 2,600 .- =
35. Separator or Dehydralion Equip. 2,400 - - =
36. Metering Equipmeni i - - =
37. Flaw Lines 1,900 - - =
38. Guards and Fences 2,300 2,300
39. Other Costs
40. Contingency @ n Yo 17,600** - _l,p00
Total Tangibles 100,000 8,000
* &
TOTAL COST OF WLt  ~o0r000™ . 142,000
Howard Olsen 25 97,500 35,500

Share at %%
Our projected cost for drilling and campleting the proposed infill well is
REMARKS:! —$329~,«0001—Hﬁ5—eesL—rs-Eer—a—rout1ﬁc—wcﬁ—mtjw—rw-prob‘lar\s-—vuth—thnddi'tior
—ef—aAé%—eenangeﬁey—fer—posmbie—pmbianr—the—tcmi—mst—cmWS‘ o
—$390,060—for—a—~cempleted-weld:

Engineer Date July 10, 1985

Originated by %""";} 2 Yh"""“‘“}—\ Title

Title Date

Apnproved
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CAMPBELL 8 BLACK. r.A..

LAWYERS

JACK M, CAMPBELL JEFFERSON PLACE
BRUCE D, BLACK '

SUITE | - 110 NORTH GUADALUPE
MICHAEL B. CAMPBELL

wWiLLiAM F, CARR POST OFFICE BOX 2208
BRADFORD C. BERGE SANTA FE, NEW MEXICO 87501

J. SCOTT HaLu
PETER N, IVES
LOURDES A. MARTINEZ TELECOPIER: {SO5) 9B83-6043

TELEPHONE: {(508) 988-442)

July 19, 1985
HAND DELIVERED

Mr. R. L. Stamets, Director

Oil Conservation Division

New Mexico Department of
Energy and Minerals

Post Office Box 2088

Santa Fe, New Mexico 87501

Re: Application of Doyle Hartman for Compulsory Pooling, Lea
County, New Mexico

Dear Mr. Stamets:

Enclosed in triplicate is the Application of Doyle Hartman
in the above-referenced case. Please place on the docket for the
July 31, 1985 Examiner hearing.

Verly truly youry,
) ]

S
g

William F. Carr
WFC/ba

Enclosure

cc: Doyle Hartman

D DOYLE NARIMAN
' Ot OPERATOR

M= '“Vﬂﬁi
HARTMAN EXHIBIT 4
JUL 2 2 1985



BEFORE THE

OIL CONSERVATION DIVISION

) RECEIVED
 NEW MEXICO DEPARTMENT OF ENERGY AND MINERALS
JUL']& ook
IN THE MATTER OF THE APPLICAITON OIL CONSERvAY g,
OF DOYLE HARTMAN FOR COMPULSORY A vIviSion
POOLING, LEA COUNTY, NEW MEXICO. Case 8668
APPLICATION

Comes now, DOYLE HARTMAN, by and through its undersigned
attorneys and, as provided by Section 70-2-17, N.M.S.A. 1978,
hereby makes application for an order pooling all of the mineral
interests from the surface to the base of the Langlie Mattix
formation, in and under the SE/4 of SE/4 of Section 23, Township
25 South, Range 37 East, N.M.P:M., Lea County, New Mexico, and in
support thereof would show the Division:

1. Applicant owns or represents approximately 75% of the
working interest in and under the SE/4 of SE/4 of Section 23, and
applicant has the right to drill thereon.

2. Applicant proposes Eo dedicate the abbve—reﬁerenced
pooled unit to a well to be drilled at a standard location of
said Section 23.

3. Applicant has sought and obtained either voluntary
agreement for pooling or farmout from all other interest owners
in the SE/4 of SE/4 of said Section 23, except for R, Howard
Olson, Post Office Box 32279, Phoenix, Arizona 85018, owner of a

25% working interest.



-

4, Said pooling of interests and well completion will
avoid the drilling of unnecessary wells, will prevent waste and
will protect correlative rights.

5. In order to permit the applicant to obtain its just and
fair share of the o0il and gas underlying the subject lands, the
mineral interests sﬁould be pooled, and applicant should be
designated the operator of the well to be drilled.

WHEREFORE, applicant prays that this- application bé set for
hearing before a duly appointed Examiner of the 0il Conservation
Division on July 31, 1985, and that after notice and hearing as
required by 'law, the Division enter its order pooling the lands,
including provisions for applicant to recover its costs of
drilling, equipping and completing the well, its costs of
supervision while drilling and after completion, including
overhead charges, and imposing a risk factor for the risk assumed
by the applicant in drilling, completing and equipping the well,
approving the location of the wéll as proposed by applicant, and
mak ing such other and further provisions as may be proper in the
premises. *

Respectfully submitted,

CAMPBELL & BLACK, P.A.

By Cﬁiluié,y 47‘7L4KZZAJ% rﬂ{/
William F. Carr -~
Post Office Box 2208
Santa Fe, New Mexico 87501
(505) 988-4421

ATTORNEYS FOR DOYLE HARTMAN
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EXHIBIT "A"

CAMPBELL 8 BLACK. r.A.

LAWYERS

JACK M, CAMPBRELL JEFFERSON PLACE
B8AUCE D. BLACK
MICHALCL B, CAmMPBELL
wiLlLianm F CARR
BRADFOAD C. BECAGL . SANTA FE. NEW MEXICO 8750!

J. SCOTT mALL
PCTER N.IVES A
LOUADES A. MARTINEZ TELECOPRPIER: (SC%) $82-5043

SUITE 1 =« 1IQ NORTH GUADALUPLE

eQSYT OFFICEZ BOX 2208

TELEP=ONE: IZCS) D88-aa2y

July 22, 1385

) | BEFORE EXAMINER QUINTANA{
ClL CONSZRVATION DIVISION

WETma)  EXHIBIT NO._b

Mr. R. Howard Olson |CASE NO. B2l
Post Office Box 32279
Phoenix, Arizona 85018

CERTIFIED MAIL
PETURN RECEIPT REQUESTED

Re: Case 8668: BRpplication of Doyle Hartmen Zor
Compulsory Pooling, Lea County, New Mexico.

Dear Mr. Olson:

Enclosed is a copy ©f the docket for the TI1 CZgomservazicon
Division Examiner hearings scheduled for Wednesdav. 7~ v I7
1¢85. You have an interest which may be affected =y . .

zbove-refersnced case.
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DOYLE HARTMAN
Oil Operator

500 N. MAIN
P.O. BOX 10428

MIDLAND, TEXAS 73702

(915) 684-4011

July 30,%1985™

Mr. Howard Olsen
Post Office Box 32279
Phoenix, Arizona 85018
C9A2A0+J
Re: SE/4 SE/4 Section 23
T-25-S, R-37-E
Lea County, New Mexico

Dear Mr. Olsen:

Reference is made to-our past correspondence concerning the proposed
infill well on the captioned lands.

As I told your secretary, the compulsory pooling hearing has already
been scheduled, but we will report to the New Mexico 0il Conservation
Division that you have agreed to farmout, provided we can have a
matually acceptable agreement.

The farmout terms we offer are as foliows:

1. Operator to drill a lLanglie Mattix infill w=ll on the above tract
within 90 days from the date of agresment.

2.  Operator would earn a 70% net revenue intersst in the new well with
Olsen retaining z 30% overriding rovalty interest, which would
absorb the presently existing royalty burden of 12.5 %
{proportionately reduced).

3. Rights earned only in the event of producticn and would be limited
to a depth of 4000 feet. '

4, Olsen would retain all presently owned interest in the Carlson No.
3 well located on the 4C-acre proration.

Plezse let us hear from you so that we mav advise the New Mavico 0il
Conservation Division of the resolution of this matter as soon as
“possible.

Very truly vours,

DOYLE HarRIMAN

Ruth Sut+on
Landman

HARTMAN EXHIBIT 6






STETE OF
WNERZY

Santa

I} THE MATTEFR OF:

compulsory pooling,
New Mexico,

10

LR

Application of Duyle Hartman for

NEW

MEXICC

AND MINEFRRLS DEPARTMENT
OIL CONELFVATION '
State Land Office Building
Fe,

DIVISIOU

New Mexico

31 July 1985

EXAMINEFR HEARING

ChEL

Lea County, g6ee

BEFOKEL': Gilbert T. Cuintana, Examiner
12
13 TRLNSCRIPT OF HEARING
14
15 L. PFLARARNCES®S
16
17
18 'er the Qi1 Conservation Jeff Tavic:
19 Divisicn: Lecal Counscl to the Diviegion
CGil Conecrvztiorn LCivieicn
20 State Lanc Office Bilda,
Sante Fe, MNew Mexico R7503
21
22 For the RBpplicant: william F, Carr
Fitorney &%t Law
23 CARMPRELL & BLACH Y. 2,
F. OC. Bcx z20&
Suanta Fe, New Mexico B7&801
24
25
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F. AYCOCK

I NDEX

Direct Examination bv Mr. Carr

Cross Examination by Mr. Quintana

. STRAND

. T T P

Direcct Exanminzat

ien by M. Carr

~ A} - -

F«hibhit Ons, Structure Maro
Exhiricv Two, Cross fectiorn
N . .

Fxniihit Three, FPlat

2
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ME., QUIMNTANA: We'_ll cz2ll Case

ME. TAYLOFE: The application of
>ovie Bartman for compulscry peoling, Lea County, New

Mexicco.

The arplicant has reguested
thzt --

MF. CARR: ~- this czsg  Dbe
hezrd &t this time.

ME. QUINTAENM: Are there cthnor
erperrances in Case 8484637

If wneot, wourld yoa have  vour
vieros: slease stand ur z2nd he svworn?

MfF., CaPI: Mr., Txarminer, I hzve
tw witnesseg, I hsve two wiitnesse: £ he sworn at  this
“irmgo.

T am Williarm F, Carr wiith <the
iz Fiyr of Carohell ent Blact, smpesring or behzli of Dorle
Hertmarn.

{igrecees sworrn.)

ME,  CERE: AT thirs time I_call

r. Ryeacv.,

I



WILLIAY P. AYCOCK,
Leinc called as a witneses and beinag duly sworrn upon his

cath, testified as follows, to-wit:

o) Will vou state your full name and

0
e
v
0
)

"

A Williax P. Aycock, Miéland, Texas.

Y

G Mr. Eycoc¥, by whor. are you employed and
in whet cepeacity?

? By Doyle Hartran in connection with hie
zrmlicaticne filed &= Case Wurter CG6EE on Docoke: Number 2<-
i

‘ Fave vou rrevicusly testified before f-ise
Divieion &nd had vour credentiale zccepted and made & mattier

of resccra?

z I have,

T Ard heow were you guzlifie’ et that tire?

I Fe & petroleur encinecer,

¢ Have you reviewed the anrlication filed
iy this caee on Liehalf of Mz, Hartman?

’ I have,

¢ tre vor FfFamilicr with the soldfecs eares

[
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an< the subject of the soplication?

A I am.

the

tiR.  OQOUINTRENA: Thev are.

m
<
vy

H

(o)

0

1/

(]

(o))

0 Mr. Avcorx, woul

cece?

ifartner for cempulscry pooling in Lea
Mr. Eartnan seek

Alszs as part of
ceet of driliine a2nd coanleting the
the curtsz, az well 2s zniizl coerati
sugervicorn, designaticn of Mr. Fa
wzll and & charce for cish involved

d

1y, the zllecaticor
costs ernf chzroces

to wazt hes bhoern w
riivit Musmver One, i3
w -

n o what 1t ghowss

witness

+

ct
¥
m

0
XN

»
A
|

m
M
t

|
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e on the top of the Penrose Sand, which is the, as Mr,

Cuintana 1is probably aware, is the lower membher of the two

n this

[N

Cueen Sendéd memhers ares.

it shows

[WR

It

s—-

the dpproximate gas/oil

ccntact at a minus approximate depth of a -150 feet subsea

runs to the west and the Upper Queesn Sand pinchout over

.realizing that the Uprer Cueen is the upner cf

‘preducing intervals arnd the FTenrose is the lower cf

that oroduce in this from the Langlie

= Thies exhibit alsc chow trhe subiect eac-
reage,

z I~ snows the sorhiect acreage, It shoes
tne pre-sxistine well, IL shows ih: pronmorsed location, and
the  implicaticons ¢f -- 31 2lso shows ths trace of Exhibiz
Two, which will by & cross escticn thetr will gheow in mers
cetzil th:s suosuriace conditions. The imnlicatiosne of the
arnroximate cas/oil econtact in thes FPenrose S2nd are thzat he-
low thz <130 foo: epproximate cas/cil contazot we would ex-
T the Penross to e euhsizntizlly cil pradective and  in
tre Urper Queern meminer we would exyeti the cac profuction 2
extend beveri thre ~157 foo: contour for a4t least one or two
lnzztions,

a Veld you now refer wo FHartman  Exhibit

Two oand review this for the examiner?

Viunoers

"

[
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E:S

Hartman Exhibit Number Two is cross

-
.
’

sec-

tion B-A',the trace of which was previously indicated on Ex-

hibit One.

In

tc rumber the wells benjinning from the lefthand

disc

u

it

exnhiln

Cities 01l and

ssin

Ges

"2

tc the right as 1 through 5,

Nabh

()

n
-~

Ad

T ¢f Sextion 23, Township 2% South, FRa
$rom the nerth line ant 687 feet from th
Well Mo, 2 wocula hs
-zc  Dabbs No. 2, locatesd ip Unit E &t
lire and 330 feet from the west line.
viell Neoo > would e
G2z {ompony Carlsor Fadarzsl No. 2, looas
sorth line and 1930 faot fror the west )
Teil Na. < oelid b
Carlsorn Federzl Nco. 2, lImcateld irm Unit
coonr lirne z2znd €60 ferl from the ezcet
An” Well Nz, S owovld
T2z vimherly Nz, 17, located in Unit M
sou<n line and 2530 feet from the vest )
Toonghin 29 Snuth, Raroe 7 Biez,
We'S cz2ll the Exzmane
fac? thni Wells 1 ans 2 hrve Taen conve
“inm ovzila, Wells 2 and & are gas nrolu

%
g

cf th

n which Ne.

. 1, located in Uni

-
bed

nae

37 Fa

T

31

S et

-
-1

e weet line.

lik

&

€

v

o>

the Cities Cil and
2310 from tre rnicrtT
the E! Taso Fatvrs!l
e 2O feet From the
irne in Unit .

¢ the Doyle Harem:zc
F, 660 feet from the
i,

be the Amsrada Hese
gt 230 fesct Trom o the
ine of RKectiar 24,

EE ol i o]

oowzter Incec
—~ -1 3 v N
~ira welles, and Vel

c.

[

I
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$ is an o1l producing well, andéd that except for well No. 2

2ll of these wells have heen completed within the Langlie

lattix zone.
v'ell ¥Ne. 1 was spnudced on the October the

1Gek, 1936, and completed_ on November 28th, 19232¢, from an

czen hole sectiorn. between the depths of 2,45C an< 21

4

ect In the Yates-Sever Ribers-Queen-~Ferrosze fand.

wWell No. 2 was spudded on the 18tk of Ar-

v . - . - - .. - - ~ -~ 3 as~ .
hrle interval between Cepths of 3,240 feet and 3,380 feer in
- - - ~ ~3 - .- . - % -
the Penrose Sarna. this wan pricr, €I CcourIse, LC the conver-
$ + 2 + g i .
gic0 L0 water Intection,
. . - . . -
Viell Mo, 2 was sruedded o ths 7Y %
Conmtenter 1055, conntereld o the £t o of Decerimer, et
4 - - - x - . - A > - & - ~ F o = oy~ iy A
ircr perforatione beltwesr dernins of 2,424 feel and  2,44:
-
Iect.
.
P -~ - 1 - ~ - - " -
We L Vo, 4 wzsz ceornieted onr the Zath Cf
A . - -
Mav, 16 -= was epuslied, npzricn Fz, on the 24:ih of Mav, 1857,
- — - Pr— - - r - - - cm . R
g comroleted on tre 10¢n of Soerns, 1927, frerm an grzn hols
irmtorveal bLstween Centhe of 2,947 feet zms 3,173 feet, viico-
sroiuies 231 of the prodactive intervels ir the Lanslis-lac-
LA | - Ty - - 3
Tiy Fo:l at that lazaticrn,
- e ll Ne, 5 owag envdded on e 20th oof
r “ - R - > -~ L Y ] e -~ -~ e -
bav, 1223, re—-snulaar and cornlsted orn Lthe 278 of May,
el e egPs R T L = Nt e ~1 e e - oy —
1622, throvah porforatione betwror depthe ¢of 2,837 feet and

)



2,16¢ feet in the Queen-renreose section.
Vell Kz, 1 was not stimulated.,

Well No. 2 waes shot with 22C cguarts o

LY

Well No. 3 was sand fraced with a two

n
-
]
tf)
(1
1.
o]
o
[ON
o
0
}—

udinc & total of 20,500 gallons.

Well XNz, 4 wzs sand/foil  fraced witw

And  well o, 5 waes subnienied tn zn acid
trzatment of 1000 gallons, sand/oil fraced with 20,030

ge]
(V]
(W
R
[o))
n
o
o)
0,
[
(]
D
O
fe]
Y
—
‘—-l
O
4]
(D]

well XNo, 1 potentialed for 37-million
curtic feet per cavy.

Vel MNe.o P omozsentielel for 220 hmarrsls of
c:. per day.

tiel No. 3 porentialed fnr 350 MOT 0 re
s
SESIN

well Nz. 4 potertialed Zor 07,750 MO per
ac.

Ant Well Moy, € Tor 1,280 w27
Tt ’S.F.'_y'.

well No, I wag converted to water insec-
ticn in the Quesnrn-Penrcss interval on Naoverieor 22023, 1680,
It hed¢ produced at thnt tim: 2 cunulative gos rrodociyo;l of
C,275 MMNTF and az of varash o of 12%% & cu-clative water vaolunas

I




of 2,322,C30 barrels had been injected ints this well.
wWell No., 7 was deepened from 3,360 feet

te 3,42% feet; perfarated from 3,108 feet to

Ly
-
[V ]
Q
om
Loy
mn
M
(a4
fu
3
‘N

zTidired and converted to a water injectior. in  the OQueen-

g
”
)
"y
O
)
n
ag
n
r
%
(]
o
)
(¢}
{
4
"+
o
m
0
-

3,108 feet and 2,425 feet on the

15
16
17
18
19
20

21

23

24

[ad

[
MWl

-— L - v~ -y - - -e.- - - - . - = -
Cepthe of 2,10% fast an 3,293 feet 2t about 1200 Tarrsle of
b g e R e
. LT TCr Qav,
T 4 r el P - M -
Lz of Gotcrer of 14572, rrior, just pric:
s tHe contrerstion b wunter 1ndieciicn, Lhls werl 2t nro-
h ] - ' el Ll - - £ - . - <
e velome o7 1,813 MNMOT and ag of Morer o
b .i...; - = I R - PR T N S ~ vy - =
- ANIEITTRA —-= & Nad & CUTDLIATIVEe vo.outmi O3
~r 2t ar Se tzmral Tpe 3
. Witer ar.hzotel 1NnTe lw.,.
well No, 3 wag =— it hac heen conrinnles
Larnslie Matiix zones,

iere the Ja

- -~ A - £ IS TP ¢ s 3 v - . - IS < M ~ - -

T 2,450 fect, whiah is in the upger pI:t ol the JalmEt -
~ -y o - -3 * b - .- - -

tervsl, “he Erill stam tesh or this well recoveres 1 Lo

<

|
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of mud with a 15 minute shut-in pressure of 135 ps

There was an additional drill

in the Jalmat interval between depths cf 2,250

feet, recovered 23530 feet cof heavily gas-cuvt mué

minute shut-in pressure of 1,103 psi.

e would like the examiner to

[o1)
s
Hh
[
]
3
[t

nce in cuality between

1 sterm tecsts betweern depths

[y
o

ér

feet where cas came tc the surface

mirutes at 470 MIF per dzv, recovered 214 feet of
maé and had a2 27 minvte shu:s-1irn pressure of €3¢ fe

rlthoongh the ghus-1ir rres
suzstzntially lower than in the secaons cf the two

those test

productivity was many fold crezter

i.
stem test

and 2,300

with a 30

plezse nc-

3
“h

s a

.

[N
h )
(18]
!

~.
[
S~
[ ]

guire wa s
rS - .
cES TS o

L]

Szztz ihzt
< & -
of the cr
1 -
WE o U2 s

Jelmzt interval. We think thie 15 verified ry tre fzcoy that
nore of the otrner wells O this Ccrose section=, ~c~oprii-c Lo
the recards, sven batnered to test the Jalrzr intervz vhern
it was drilled, indicating thzt the guzlity is very loa  ir
thigs 1mmedizte zres.

0 Mr. Avenck,  will yoau row refer ot My
Hertman's Exnibit Numbey Thres end review this?

[
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12
A Exhibit Number Three is a laraqe scale map

of a %9-section block that includes Section 2z, Township 2°¢

[

South, Range 37 East, and all of the offsetting sec:tions,
both direct and diagonal to it.

We would call the Examiner's attention to

i

the followinag:

There is & watered ouz nrcoducer, namelvy,
the Santa Fe Erergy Company Carlson "2" No., 2, which is lc-
czted in Unit L of Section 23, at a lccation 22310 feet from

the south line and 33C fee+ frox the west line.

Tne well) vatereld

[a)
’n
lad
o
h
%,
(g
n
int
l:-l
[
Ll
0
h
“h
v
=t
7)

znzndeoned on the 29th of Soptember, 1621,

The cu-ulative o¢il rreducticr ezt th-z
time  was 929,900 barrels =207 the cumulziive oz nrofooctior
wazs 1,10¢ MMZIF,

Recogrnizirc that It is a firezs cffsel to
the Mobil Langlie Mattiy Cueen Unit No., 3%, cur Dabhz Ko, 2,
which has had a substanzial amount ¢f water irizcter N
it, that still shows that the water iz coing into the ~-- in-
to the zone at these hich rates and rizsrzting snd thiec iz &
facior to consider ir dstermining tre risx,

We would further liwe Lo noint out  trnaz
the existing preducer, ths Dovie fzrersr Coress. -~ Cz:rlsor
¥o. 3, I bez vour pardcon, located €70 fest froc. ths sourt:

line and €92 feet frar ths east line 1 Jris ¥, 15 & p-odao-

i
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ing well but it hes qgreatly infericr charactericstics as com-

pareé to both of the offsetting Amerada Hess Wimberly, I&

o

Wimberly Wells, namely the Ida Wimberly Nc. 11, located 1320
feet from the south line and €60 feet from the west line in

Unit L, and the Ameradz Hess Ide W¥Wimberly No. 13, 1located

330 feet from the south lins andv330 feet from the west
line, both of these in Section 24.

We wouléd z2lsc like teo call the attenticon
of the Examiner to the fact that the wellhead shuvt-in pres-

sure for the Carlson -- Hartman Cerlson No.o 2 is  apnr

DOID» I~
mztely 50 psi. The precsures are verv low and thic is es-
sentizlly eguivalent to that indicezted on the Armerxds wclis
immedliately tc the east,

This is zncther fastor that npesds 1o L
congicdered in determining risk end it elso indicetes trnzy 57

to be virtually immediztely, otherwise the depletino:  will
have rroceeded to the pcint that there will ks no wrin o
ecualize the correlative richis situziion.

Q Would vour now Just briefly surmarlizo the
conclusions  that  veel cizn Craw fror the thires ewhivice woo
have presented?

z I cer rez2ct ths renzscorable ceontlivsliors
from the date alresdy npreserted In thsee exhihits  ar  wrs
foilowing:

)
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There s & good quality reserveoir in the

-Langlie Mattix zones. Thie reservcir substantially contains

gas at low pressure. As we hzve previcusly testified to the
Commission and the Commission is aware, the drilling and
completion procedures at these lower pressures are very dif-

ficult, the reason being that with the water based circulat-

ped

ing fluid in the hole we tend to have differential stickirng
of drill «collars durinc the drilling phase and we're 2alsc

subject to the breakiown of the formation cduring the cereni-
inc phase if great care is not excrcisesd and loss of the ce-
ment into the pay zone with consesters impairment of its ul-
timate producing capacitv.

Also thers is

m
Y
£
™
tr
]
~
o}
[
e
Q
[¢D
t
i}
o
R
=
bl
r
(¥
-+
Al
n

conducted alony the efgcs of the cezg cap, af ws've shawn Iy
the two injection wellz thail are on Txhibit Two. There's no

the Penrcse Sand. The likeliheeoZ ie that the permeabilicy
thickness product, ths relztion betwsen those tws for  the
twec zones has deterrmined how ruach ¢f the totzl earcount ¢
wzter indjected has gone irntc each. We dor't have anyvy indi-
vidual data on ther. Tnere i no way o cuerc at hiw rodh
water has con2 in easn. So the@e nza likely resn wicdesnrsald
migraticr of water with z total of cver E-riillier, l1st’'s
sce, about ¢€-million barresics of water, I Lelieve i1 wos,

[
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wasn't it, total that'’s beern injected here.

There's 3,322,000 in one well and
2,727,000 in the other well, So we're tzlxinc ahcut 7-mil-

lion barrels of water betwesen those two wells, roughly,
that's been injected into Eﬁe Langlie Mattix zorne.

S§o there 1is no way of knowing that --
where that water has migrate< 2o and we are less than & mile
avay from ~- from the closest well anéd ahout 2 mile and a
guadrter to a mile and & hzlf{ z2way frorm the furthest of those

twe indection wells zt the prorosed locatiorn.
J

C Are ycu rremeared to rmeke & recommeonfaticn
toc the Examiner a&s t> the risx venalty th2t should be assee-
sed agzinst any roniolirings irnterest owrers?

2 Dscaugs cof the corpaund rneture of  t-e
riek factors here, my vecormrandation welld te 200 peroant,

C A you're basing that on the low pres-
sure informaticon plus the waztsr infeormation.

A Tnat's corrsct.

(o] In your cor:inion covlid M, Fuareman €rill =
well &t this locz<icn the*t w3uld not ke & commersizl  suo-
cess?

A Yes, he <couid.

'y Wold voe now refer te Fxhinidt dowheos
Fousr, identify trhet, & ernlxin what it shows?

A txhz::l Hurltar Foar eare the curver,  ths

l
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ressuve perforinance curves, for the existing Deyle Hartman

{
(44

N

arlson No. 2, loczted in Unit P cf Section 23, Township 25

~J

Sovth, PRance 27 E

N

25t, &nd the twn offsettinc Amerada 1Ida

)
:-
0
~
]
a
.
-t

velles, thosez being the YNo. 11 and No. 13.

™

These craphs are presented in the forrm cof

thz ratioc ¢f subsurface pr

m

ssure tc coincident compressibil-

ity facter as a2 functi

QO

rr ¢f cumvlative cars productior.

v2 would call the FTxeaminer gttention to

n

the fact that for the Dovle Eartman Carlson No. 3 the slops

iz erproximaztely 2.2 MMCF per psi, while for the twe Amerade

welles for the Mo, 1! well it's 12.8 MMCF rer pei, e2nd for

ie ICa Wimterly o, 13 it ig 1€.2 MMCF per pei.

So wte retics Tetvezs Lhose glaores wihish
calerTire what tre sive: arcunt of rressure availatle, which
naterming the relative ~o:formznce of thess walle, z3vs thloae
ihey're gning to retnver hetwsen € and £ timss the arcunt oF
vRe thst the Dovle Hovtma- Carlsorn Mo, 3 will reccwver, andd
Lithoush this entivs e-ount coeld not e madfe ur by heving &
TTre caratle rrocuTir Srilled at the rroposcel infill loca-
tizsn of 8%l femt fror w-e solth line att €90 fesl fror the
€3zt line, &t g7zt 2 rairiizn of If could he made un by o2
IrTnorciat profucer et wtert locsticr.

{ I owvov noy icderiify  Fxhitit Kumbe
-l
MRS )

2 Favivie Mouxie:r Fiva are th: roductics

[
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histories in both tabular and graphic form for all of the
wells that were showrn on Exhibit Number Two; that is, the
cross section, anéd that includes a rate/time ~- conventiocnal
rate/time curve where the lozarithm of monthly gas rate as a
function of time is shown,yand also, the ratio of subsurface
pressure to coincident compressibility factor as a function
of curulative gas production for all of these wells. This
informaticn, we are not guing to review it in det2il in the

record unless the Exarminer €5 wishes, but we provide it to

hirmi so he will have all cof the consecuential cdats thet sur-

roundz the wells irn the arez ¢f the propossd infill well.

G Would you briefly summzrize why Mr. Hart-
man believes that arn additionel well on this acreagze must no
drilled at this time?

P! The rezscn for the drilling &t &l is, &«

we have szid, because of the disparity in correlative righus
that will occur if nothing is éone between the Kartmar well

nd the twe Amerads Winberly wells to the inmediate east.

i.lg :

We have & very 10w reservcir mpressurse ans
if &any vurnecesszry tirme ie waszed in tre relevelopment c¢f
tne HartmAan lease, therz will be no mressuvre lef: to avoil

)
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Ir additior,, in Unit T' of Secticrn 23 i
located the Vimberly 1, which is making some water, not

iot but it is producing some water, further substantiatirn

[l

the fzct  that the large amount of water that has been in
Sected in that arez is fanning out over a widespread zrea.
k4

We've zlready discussad the fzct that th

flops 0f the P/z as & function of cunm gas curves is radical

iy d&ilfferent from the Hartman well than it is from the twz

fsetting hmerade walls., There is not that much differenc

i pay ceveleprent, as indicated on the well logs, o there

LY
Q
o]
m
c*
o
[
N
3
c
th
o
o
4]
(%%
‘e
3
g
)
3
T

elfectively as the Hariman weoll is.

The  onlv way that fartnan and his part
re3s ont Lhe ninerals owners €an be rrotestad iz trerefcor
for him Lo Tedevelop the lezses with an addistiocnal well a-
zltempt to egualize the relative drzinacc areas.

G M. Ryeocx,  would vou now identify whe
ner heor, marhed 23 Earwman Exhinit sixe

? Hartrazn Exhibit Six e 2 letter from Wit
iiax F., Carz, Astorrey for ¥r. Hartman, tc ¥r. R. Yoward o
¢ 1 Phnenis, Arizownz, ccnesrning Tass Morter 846R. In i

- - - . - 3 - -1~ < - -
“U.  Clsos, who 1c tte cthier workine intecert cwner. Mz
P P 3 - - ~ . N, S K - =
arornas ownn and corntrole 7% eveent of the working interes
nnder this 3S80-acre fraot, The onlv othry workirns irceres

s

ol

e

.y

P

&)

i
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cwner 1is

interest.

efforts

1

Howard Qlson, who has a 25 percent working

will Mr., Eartman call another witness to

made to --

He will.

=

) 3 - -

~- gain voluntary joinder?

Mr. Avcock, whzt is

A The estimated c¢os¢ of the propnsed well
includinz continaencies is §£32C,0C00 for a producing well and
$142,0002 for a dry hele,

'e) Are thege ccsis in line with the cosic
fcr other sirmilar wells in the arez?

A Yes, thev're haged on Mr, Harimar's con-

!
idecratle conteTporary exparisnce as the most eolive  Cnoure-
tor throuanhout this trend,

o 2nZ he haes drilled other Lanciic Mattlsx
welle in this aresz?

PA Yers,

T Heve vaou mede &n estinzte of ihe avsrhes:
z2nd  zdminietrstive costs to bs incorred while drillins  and
operztine the well?

x Yec.

Cr five  trezo charces and =~- and whiat  avs
those charges?

o
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A 355

J

month

—

er

for a producing

-

well and

$55C0 per month for a érilling well.

o Are these charaes in line wit wha<'s

tving charged for other wells in the area?

A Trey are,.

il

C would you refer tc, sust identify, what's

boern marked as Exhibit Nurmber Seven

pote

Exh

hZJ

hit Namrer Seven

Q Lnft Gces thie cperating acreencnt rrovide
for Thie §250 & rmorth and $5502 2 month figures that you just

A It docs ¢n age 2 0f the zlirched vz,
urder nunlEr --

C Ar? doesz --

7 -—~ Secticn ¥o. 3, Overhead, Seztion 1-7
TverhesT B2zie, Operator shzll chargs the dcint zccount af

the foTlowitg raztes rner well per month: Driilins well rate,
FI2T0; »roafucsing well raete, $337.

C o this extiinic alss contsir mither
DREraLINl glreenent thrzt conteins these figures?

r It daes. The olhner opesra2ting screenent
it Setil Cotaiser 3rd, 1%P3, and it igs -=- the various workin«

i
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again of the COPAS, under -- this was escalated. This has
been escalated essentially tc the same -- while this was an
'83 agreement, it provides for escalation in Sestien 1-A-3,
it provides for esqalation within the contract.
This has been escalated to essentizlly
K
the same numbers as are on the previous agreement by virtue
0f the escalation clause contained within the accountinn
rrocedures.,
C Does Mr. Hzrtman seek to be desigrnater

cperator of the subject wesll?

A He does.

2 Yes:, I bslieve sz,

0 ' Does Mr. Hartman reju2st thas t=is srier
to expedited.

A Fe does.

o) Does ne have immefiate plarsz to oo for-
vard with the development of this &creage?

A Yes, he does. 2z & matter cf fzzi, o
learned vasterday that Mz, Olson ieg probably geoingy to f:x-
cvt hisg interest to MI. Hertman.

we'lre hare to razrest the order as pro-

tactinn for Mr. Iartmen s»n that he can o aghead. Fvery «Ff-

- ~——
=
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22
fort will be made to consummate tae farmdut agreement with
Mr., FK. Howard Clson, but in case somethina shculd happen
that that does not occur in a timely fashion, Mr, lartman
woulid like“to go ahead and be able to drill the well, &and
that's the reason he's reguesting the forced pooling order.
Q If thaz farmout aareement is consummated
will Mr. Hartman immecdiately advise the Commission?

A He will.

c Were Exhibits One thrcush Sever rrep2

V]
(o]
7
“h

by you cr cormpiled under your cirection and suvervisicn?

A Thay were,

Quintanz, we would cffer intec evidence Karitmzar Fxhivtite O-e

throvch Seven.

MR, CUTNTRNA: Cnz  throvsh
Seven -- Exhibits Orne throug® Seven 1in Cass E6&S will Tre en-
tered into evidence.

Mr. Aycock, I have z fz. grecs-

EY ME. QUINTANA:

0

G Ore  cquestion is ormerating -- suzrest

N

)
o

Y

ceperating agreements, FExnhibit Seven, were those voluntary

)
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agreements?

A Yes.

Q The other question I have is dealing with

the 2006 percent risk penalty factor.

Do you believe that the combination

“

fote

the influx of water in the area and the comb
pressure and the risks involved with drilling 1
wells acccunt £for the 200 percent penalty?

A Yes, sir, I co.

o} Fver: though that you bslieve

be a commercial producer?

A We hopre it will be 2 commerci

yes, s€ir.
It's not & low riskx loncziion.
rezson thzt he's willing te 8o it at all 1s ih

oy

tha

nation of

pressure

.
Lot

-

low

b

L]

of

[y

thzt it wil! either he rrobably & dry hole or, vyoo know, o |
attractive well. It will probably not be something in 53 -
twzen.,
Q Th=and vou. ;
VP, QUINTANA: Ko foriher quez- |
tions. :
|
MrF. CLEFR: tt  tris time T'd
i
czll Bob Strand. i
|
!
|
i

e e tam mw e P
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-

reing called as

cath, testified as follows, to-wit:

DIRECT EXAMINATION

BY MR. CARR:

C

of residence?
A Robert H. Strand, Roswell,
Q Mr. EStrand, bv whom are
in what capacity?

hed

Malcocne, Mann, ancé Turner

0
oo
U
-
o

[WN
<
'd-
th
PA-
o)
o
-J

[o])

fied tc, &nd as to e chain of tit'le
tc this particular leass, which have gome Leoaring o the

a witness and beinc duly sworn

Would you state your full nrane

24

upon this
an? placc

lew Mexico,

you evinioyvad =7

preparation for todzyv'es hearins  what

|
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tecanme fomiliar with the
subject lands?

A Yes,

¢ And would you

ﬂ%r,

please?

o

ecst

zf the soctheast quarter
Howard Olson.

z Thaz'es
o Evervb

:;i
4
1)
0n
£ ]

2 (el th
YT Carr. T™Th=2rs are &

I have.

]

As Mr. Avcoch

in the oil operaztinc rights

75

cf

the ownership under the

review that for the Exami-

stated, a 25 percent inter-

urder the southeas:t guarter

cf Section 23 is owned by Mr. R.

the crnly in

- - ve ¥ 4
terest that wzould he noole”

:
Ccrpzny: howevezr, Iirn re-
oz to the concluszion +that
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cover it.

Q And so withcut =-- there is nc agreeme:nt
under which this acreage cculd be developed and thercby the
interest of FR. Howard Olson brought in.

A Not in my opinion, no.

Q Have you reviewed the corresrondence an?
the efforts made by Hartman to obtain the volunta-v  Joinder
of R. Howard Clson?

A Yes, I have,

Q Youlsd you refer to what hzs beean marked
for identification as Hartman Exhibit Fight, ide-tify thirs,
and brieflyv review it for Mr. Quintanz:

3 Hartman Exhibit MNurber Tight consists of
certain corresponiencs with Mr. R Howard Olssn,  with &=
011 Compeny:; alsc inciudes a copy of the One agres=arnt pri-
vides by Sun Oi1>Companv wnich I testifisd to ezrtlier.

The first letter is dated Julwr 10i%,
1935, directed from Dovie Hartman to Mr. Howard Qlsin, re-
lating to the proposed well cn the land in guzstizsa that Moo
Hartman proposes to drill.,

This letter included as er exnibiz tners-
toe an AFE which also Mr Avcoonk testified to raiszina o
this well; requested Mr, OQOlscn to 3oin ir the arliillins of
the well as to his 25 percent interest; alternativels, thar
was an offer mode to rurchase that interest by Dovle Uoror

l
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cr to

SOlson,

take a formrmoul frorn him of such interest,
The next letter is & letter frow iHoward

dated January 3lst, 1985, to Mr. Hartman, whered

e |

rasically declines tco accept anv of these proposals, and in

this
unders

e Cir.

letter he makes reference te an operating agreemont ov

~hiat he calls an original operating agreement: howaver, as I

tans it, he &id noi provide & copy of such ac:
Hariman.

There 1s followina a letter Adznte Jarvary

z4+%, 19835, from Mr. Hartman to Mr. Olson again relazira oo
certzin information as to the well to be dvilie’ and i
existing weil, or wells, presently on that treat.
There 1is alsn a letter Sztesd Mov2) ZTa%
G823, froz Sun Exploretion and Treduciion oomoany Lo M
“areman's office providing & copy ef a é-illirag coamurac
which zilecedly covers this particular tracet. The contrer

gn=s on  point out thzt there are only twe weils thi- &
srbrdect  +o  this eyureenant  ani wz  have detervine’ Lhzd
neftnar ore of thess wells ere on the tract Ioonlws! £
.
!
iv's ry opinion thet this perticular agreemant proviiz? oy
Sun  Exploration and Production has no hearing on cumerzliip
Z
cf the cil opsrating rigits whatsoever, i
.
é
C Vere othor contants or atlasmpl s Lbs Sy
- !
Jiscuss  this matter with Mr. Olson other ths: via e oo
1
]
{
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reflected in this corresponZence?

A Yes, that's nvy
there's been continuing discussions by Mr. UHartman's stafi
with Mr.

Olson, culminatinc in the proposed farmout yester-

Oy
r
(14}
o7

day by Mr. Olson, which we are hopeful will he ccnsumm

Ly

in the near future.
0] Mr.

ycur experience in working with

& goo? faith effort been made by Nr. IHartrman tc obtain ¢ha
vcluntary jeinder of R. Howard Olson in this project?
Ak Yes, 1 believe the customarv stepr hawa

beern taken toc secure hirs participation or cther contraccousl
arrancements relating tc érilling of tha well, vex.
C Doss FExhibit NWuothsr Sever corizis. Ffoo-

maates that are kept as part of v buziness Ssooric
of Mr. KHartrman?
E Yes.

ME. CrLR=: Mr, foints-z, o
thie time we woculd offer intc evidenc:z: Eartmar Exhinis  pNoe--
her Eight, 1 said Seven, I msart Eizht.

ME CUIINIIARNN . Eytibiz womYor
Eight irn Case E£6£f will re enteres zc evicdonne.

5

examination of Mr., Stren“.

I
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%ions of this wiiness. He mAv be excused,

MR. CARR: T have nothino fur-
ther in this case.

MR. QUINTAMA: Case 2668 will
be taken under advisement.

(Eearing concluded.)

i
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SALLY

CERTIFY thet the foregoirc Transcript of Hearinc
©il Conservetion Divisicr (533115&*°‘) was renported

that the szid transcriv: is a full, true, and coctrect
of the hearing, prezared v me to the best of my a=il

HERTTY

Tefore the

)







‘

CAMPBELL & BLACK, P.A.

LAWYERS
JACK M, CAMPBELL , JEFFERSON PLAGCE
BRUCE D. BLACK SUITE 1 - 110 NORTH GUADALUPRE
MICHAEL B. CAMPBELL i
WILLIAM £ CARR ‘ - POST OFFICE BOX 2208
BRADFORD C. BERGE SANTA FE, NEW MEXICO 87501

J. SCOTT HALL
PETER N. IVES .
LOURDES A. MARTINEZ TELECOP!!:R: (508} 983-6043

August 13, 1985

TELEPHONE; IS0OS) $88-4<2i

‘Mr, Bob Pitske

.Bureau of Land Management
Post Office Box 1778
Carlsbad, New Mexico 88220

Re: .Application of Doyle Hartman for
Compulsory Pooling, Lea County, New Mexico.

Dear Mr, Pitske:

Michelle Hembree of Doyle Hartman's office has requested
that we provide you with a copy of the application filed by
this office on behalf of Mr.-Hartman to pool the southeast
quarter of the southeast quarter of Section 23, Township 25
South, Range 37 East, N.M.P.M., Lea County, New Mexico. As you
will note from the enclosed, the only interest owner who has
not voluntarily agreed to participate in the drilling of a well
on this acreage is R. Howard Olson. The case was heard on July
31, 1985 and Mr. Olson, although having received notice of the
hearing by certified mail, did not enter an appearance. We are
anticipating an order approving the application from the
division in the next couple of weeks.

If you need anything further concerning this application,
please advise,.

Ver truliC;;?r '
. » 3]
William F. Carr

WFC/cdd
Enclosure

cc: Ms. Michelle Hembree

DOLE NATMAN
Dl o, FZRAIOR
N

T IVIE

HARTMAN EXHIBIT 8

'AUG 1 5 1985,
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J. LLLHE DEHIGNATION AND BruniL

~— 8RNm0

APPLICATION FOR PERMIT TO DRILL, DEEPEN, OR PLUG BACK

0. 17 INDIAN, ALLOTTED OR TBI8EZ N2

1a. TYPE OF WORK

DRILL

ais
WELL

DEEPEN (O

b. TTPE OF WELL

o,

WELL OTNER

PLUG BACK OJ

MULTIPLE

siNaLE

ZONE ZONE

7. UNIT AGBEIZMENT NAMB

O

8. FARM OR LEASE NimE

2. NAME OV OPIRATOR

Doyle Hartman

Carlson Federal
0. weLL No.

3. ADDREES OF OPLRATOR

P. 0. Box 10426, Midland, Texas 79702

4

10. PIZLD AND POOL, Ox WILDCaT

4. rocaTIoN or wetl {Report location clearly and in sccordance with any State requirements.®)

At auridece

990' FSL & 990' FEL (P)

Langlie Mattix

11. src, T, R, M., OR BLX,
AND BURYEY OR AREa4

oposed d. .
At proposed prod. rone Sec. 23, T-25-S, -R-’
14. DISTANCE IN MILES AND DIBECTION FROM NEAREST TOWN OR POST OFricc® 12. COUNTTY OR PiARIST| 13, BTATE
3.5 miles east of Jal, New Mexico Lea New M:
10. DIATANCE FROM PROPUSCD® 16. NO. OF ACREI8 IN LXasg . 17. NO, OF ACKZY ASSIGNID .
LOC4TION TO NEAREST 10 TIIS WeLL
PROPERTY OR LEAHE LINE, 40 40
(Aleo to Deareat drig. unit llue if nany)
19. DISTANCE PROM raoroszd LOCATION® 19. rrorOSED DEFTH 20. ROTARY OR CABLE TOOLS
TO NEAREST WELL, DRILLING, COMPLETED,
OX APPLIED FOR, ON THIS LEASE, JT. 330 3800 Rotary

ELxvATIONS (Show whether DF, RT, GR, elc.)

3081.9 GL

21.

22, LTYTROI. DATE WORK WILL, 8Ta

August 1985

PROPOSED CASING AND CEMENTING PROGRAM

51z% OF ROLE 81ZX OF CABING WEIGHT PER FOOT

SETTING DEPTH

QUANTITY OF CTMINT

14 9 5/8 36.0

400

8 3/4 7 23.0

3800

600 Circulate

Beofre drilling out from under the surface pipe, the well will be equi

3000-psi 10 inch series 900 double-ram hydraulic BOP.

For other necessary BOP data requiredwith this ADP,

Note:

IN ADOVE BTACE DESCAIOE PROMOSED PROGRAM ¢

ane.
preventer progrars, if any.

1t pronoral la to deepen or plug hack, give dat
1¢ propo=al is to drill or deepen directlonally, give pertinent data on subsurface locatlo

Any -gas produced from this well is dedicated to EI/”asouN
/' N s‘ﬁ N -'.;:l

Y

see attached

J‘O\
\l

T
!
l 350 Circulate

opea v

-

Driilling 2:.

n

e ————
£ i3

ﬁa*a; Gas Company.

N

R present produt’l]’ve zone and proposed new produc
1 und’ measured and true,-‘ertlcnl depths.
\"“ ',l :-px‘pg

Give blo-

IRty

24. - .
BIGNED &g«"/""! (2‘ M TITLE Engineer pATE /406 C',L/?[’
L4
(This spuce tor Federal or State ofMce use)
PERMIT NO. Y /ZZ AP{A.:‘!‘:’?(‘:AL DATE : v\\\ F{
ARCSEAD RETOURCL ALLE ' —
APPROY ED L ’x'r\"l.—t.'>‘:uZ = -) DATE r//./
et 4 XBPROVAL SUBJECT TO

Subject to ¢ .
Like Approval -

*See Instructic

‘. Tllh. lwssmtﬂon 1001, mokes It a crime for pny person knc HARTMAN EXH|B|T 9

s-United States anv false, fictitious or froudulent statements or rep

L GENERAL REQUIREMENT.
SPECIAL SilPulAlIOAS
icparﬂmMo{ the

itd jurisdiction. ., L=
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DOYLE ITARTMAN
Oil Operator
500 N. MAIN
P.O. BOX 10428

MIDLAND, TEXAS 79702

(915) 684-4011 .

September 20, 1985 °

Mr. James P. Foraker
1140 NW 63xd Street
Oklahoma City, Oklahoma 73116
Re: Carlscn lease .
SE/4 SE/4 Section 23 and
SE/4 NE/4 Section 26
T-25-S, R-37-E :
Lea County, New Mexico

Dear Mr. Foraker:

Enclosed please find two copies of Partial Assignment and Bill of Sale
as well as four copies of the federal form to be filed with the Bureau
of Land Management.

We bhave left a space after Mr, Olsen's name in each case so that you can
add "a single man" or his wife's name, whichever is appropriate.

After you have had a chance to look these over, we will discuss the :
method of exchanging our cashier's check in the amount of $50,000.00 for
the executed assignment.

I have discussed the matter of operating costs with our Controller, Mr.
Jim Burr, and he has advised me that September billings have gone out,
but he will credit Mr. Olsen's account so that as of September 30, it
will show zero balance.

Please let us know if we may be of further ,assistahce‘and thank you for
your cooperation in this matter.

Very truly yours,
DOYLE HARIMAN
,\j':/u—% L
Ruth Sutton
Landman

RS/mh

Enclosures as above




PARTTAL ASSIGNMENT
AND
BILL OF SALE

KNCW ALL MEN BY TIIESE PRESENTS:

That R. HOWARD OLSEN B ,
Post Office Box-32279, Phoenix, Arizona 85016, hereinafter referred to
as "Assignor”, for and in consideration of the sum of Ten Dollars
($10.00) and other good and valuable consideration, the receipt and
sufficiency of which is hereby acknowledged, does hereby grant, bargain,
sell, transfer, assign and convey, unto DOYLE HARIMAN, Post Office Box
10426, Midland, Texas 79702, hereinafter referred to as "Assignee", all
of Assignor's right, title and interest in and to the Oil and Gas lease
described in Exhibit "A" attached hereto and made a part hereof INSOFAR
ONLY as said Lease covers the lands and depths specifically described in
said Exhibit "A", and subject to the provisions of said Lease and to any
and all existing royalties, excess royalties, overriding royalty
interests or other payments out of production with which said Lease may
be burdened.

Assignor, for the same consideration recited above, does hereby
sell, transfer, assign and convey, AS IS AND WITHOUT WARRANTY OF MERCHAN~
TABILITY, CONDITION CR FITNESS EITHER EXPRESS OR _IMPLIED, unto Assignee,
all of Assignor's right, title and interest in and to all of the wells
located on said lands, together with all casing, leasehold equipment,
and personal property in or on or used in connection with said wells.

This assignment shall be effective for all purposes as of 7:00 a.m.
on October 1, 1985, and the terms and provisions hereof shall inure to
the benefit of and be binding upon the heirs, successors and assigns of
both Assignor and Assignees.

IN WITNESS WHEREOF, this assigmment is executed cn the day
of , 1985, but to be effective as of October 1, 1985, as
stated above. : .
WITNESS:

R. Howard Olsen

THE STATE OF §
§
COUNTY QF §

The foregoing instrument was acknowledged before me, this
day of , 1985, by R. Howard Olsen,

Notaxry Public
My Commission Expires:
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Fowm 3106-14

I

¢ : ' Lo id
UNI'IED STATES o FORM APPROVED
(Septembor 1982) DEPARTMENT OF THE INTERIOR OMD NQ. 100450034
BUREAU OF LAND MANAGEMENT Exolrasi Aumst 31, 1985
Lease Serial No,
TRANSFER, ASSIGNMENT, OR SUBLEASE NM-0766
OF OPERATING RIGHTS IN.OIL AND GAS LEASE Lease effective date
November 1, 1961}
PART 1 :
1. Assignee’s Name

Doyle Hartman

Addrass {include zip code)

Post Office Box 10426, Midland, Texas 79702

The undersigned, as owner of 25% parcent _5! operatlng rights In the sbova-dasignsted oil and gse leasa, haraby transfers, mesigns,

and/or suhlesses lo the nsslgnee shown abave, the aperating rights In such lesse s specliied below,

2. Describe the lands allecled by this transler, assignment, and/or sublease (43 CFR 3101,2<3 or 3101,1=4)

Insofar only as said lease covers the SE/4 SE/4 Section 23 and the SE/4 N.E/lo
(S’::;cion 26, T-25-S, R-37-E from the surface to 4,000 feet as to oil rights
Y- ‘

Lea County, New Mexico

3. Specify interest or percent of opernting rights being conveyed lo assignee 100%

4. Specifly Interest or percent of operating rights being retained by essignor None

5. Specify everriding royalty Interest being reserved by assignar None.

6. Specify averrlding royally previousty reserved or conveyed, ir sny 12.305%
1.

If eny payments out of production have previously been crested aut of this interest, or if any such payments nre being reserved under this

transfer, sssignment, or subleose,-atlach statement giving full detnils as to amounl, method of payment, and olher pertinent terms »s
provided wnder 413 CFR 3106,

It is agreed that the obligution o pay sny overriding royalties or bfymenu out of production of oil crested heteln, which, when added lo
ovurriding royalties of payments oul of production previously creanted and to the soysity payable to the United Sistes, sgpgregate in excess of

17 1/2 percent, shat|l be suspended when the average production of oil per well per day averaged on the monthiy basis s 15 barrels or less,

T CERTIFY That the statemcnts made herein sre true, complete, and correct to the bast of my knowledge and bellel and are made In good (aith,

Execuled this ' day of , 19

P. 0. Box 32279

(Assignor's Address)

(Assignor’'s Signature)

R. lloward Olsen

__Phoenix, Arizona 85016
(Clty) (Sinle) (Zip Code)

Fitle 18 U.S.C., Scctian 1001, mokes it a crime for any purson tnowinply and wiiifully to ‘mnke to any c.!epar\menl or sgency of the United
Wates any false, fictitious, froudulent statcments ar represcntations 2% ta any malier within its Jurisdiction,

THE UNITED STATES OF AMERICA

insigament approved effective Ny

(Aulharized Officer)

(Tille) ' (Date)
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PART 01

ASSIGNEE'S APPLICATION FOR APPROVAL OF TRANSFER
OF OPERATING RIGHTS AND/OR OPERATING AGREEMENT (SUBLEASE}

A. A.SSIGNEE CERTIFIES THAT the assignee and il olher parlies In interest (as dellned In 43 CFR 3100.0=5(b)) in this as-
sigiment are:

L. Cltizens of the United States or qualifiéd allen stockholders In a domestic corporation; associstion of the Unjted Slnteé'.
or any Slate or Territory thereol; or municipalitles. .

2. Of the age of majority in the State where the lands to be assigned are located.

3. ln compliance with the acrenge limltation set forth in 43 CFR 3101.1-5 and 3101,2—4,

. ASSIGF-IEE AGREES That, upon approval of this transler ol operating rights and/or operating agreement (sublease) by the
authorized off{icer of the Dureau of Land Management, he will be bound by the terms and conditions of the lease described
horein s to the lf\lulesls covered by this nssignment, Including, but nol limited to, the obllgation to eonduet all operations
on the leaschold in accordenca with the terms and conditions of tha lease, to condition all walls for propar sbnndonmant,to ;
regiore the lensed Innds upon completion of any dellling operntions as prescribed in (he lesse, and to furnish and maintaln .
such bond as may be required by the lessor pursuant to the regulations (43 CFR 3104.2).

C. IT Is{IEREBY CERTIFIED That the statements made herein are true, complete, and correct Lo the best of undersigned's
knowledge and beliel and are made in good [aith,

Execuled this day of , 19 . ' .

P, 0. Box 10428
{(Assignee's Address)

(Assignee's Signature)
Doyle llartman

Midland, Texas 79702

lends or resources.

(4)(5) !Information from the recard and/or ‘he record will be
lransfurred to eppropriole Federol, Stete, locel or
forcign ogencies, when relevant 1o civil, crlminal or
regulniory investigationy or prosecutions, .

L (City) (State) (Zip Code);
itlel 18 U.S.C., Sgclin_n 1001, mokes it a crime for any person knowingly and willfully to make to sny depsrtment or agency of the United
ates ony fotse, fictitious, arfrandulent sln\emen\s_ov represeniations ns to sny matter within iIts jurisdiction.
INSTRUCTIONS
USE OF FORM — Use only far asslgnment of operaling rights and manually slgned copies In the sppropriste BLM office. A \
tincluding working interests) in oll end gas lesses. I transler $25.00 nonrefundable filing fee muss accompany this sssignmeni,
of opernting rights is accompanied by an operating agreement, Fite sssignmenl within ninety (90) days after date ol [insl |
a single copy of such sgreemeni musi be submiited with the execullon. !
sssignment. Il more then one transfer of opersting righis Is ;
mede out of # lease, » separate Instrument of (rsnsfer ls i
required for esch assignment. A separale instrument of aasign- 3. EFFECTIVE OATE OF ASSIGNMENT = The esssignment, If :
ment shall be used for cach lesae out of which sn sssignment approved, takes effect on the first day of the month following H
is made. the deie of tiling of all required papers. 1f an operstor's bond A
{s required, Jt must be (urnished prior te approval of the .
FILING AND NUMBER OF COPIES — File three {3} completed assignment, }
ROTICE 3
2
The Privacy Act of 1974 and the reguiation In 43 CFR 2.48(d) 5
provide thal you be {urnished the followlag information in
connection with information required by thiz assignment and . .t
request for approvel. . Y
]
AUTHORITY: 30 U.5.C. el seq. A3
. b
PRINCIPAL. PURPOSE — The Information ls lo be used to "'
process the assignment and request {or spproval, e
ROUTINE USES: A
(1) The adjudicatifon of the sassignee’s rights lo the Jand ar L
resgurces. ' P
(2} Documentation far public informstion in suppert of nots- 3
liont mede on iand sletus records for the mansgement, .
disposel, and use of public lands and resources, . ¢
(3) Transfer to sppropriate Federul apgencies when concur- !
rence s required prior to granting s right In public 0

AT T

mrTT

EFFECT OF NOT PROVIOING INFORMATION — If all the In-
formetion is not provided, the nssignment muy be rejected.

,e Paperwvork Reduction Act of 1980 (44 U.5.C. 3501 ot seq.) requires us to [nform yau thei:

Jis infarmatiun Is being collecled pursuesnt 1o the trw (43 CFR 3106-3(c)).

Jin Informoiion will be used lo crenle o record of Yense ossipnment, 3
xpoase to this scquest is required 1o obtain a benelit.

Wt
EION CPO B38-844

oy







[~ STATE OF NEW MEXICO (),
v L.4RGY AND MINERALS DEPARTME..-D - S
OIL CONSERVATION DIVISION

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

CASE NO. 858638
Order No. R-8021

APPLICATION OF DOYLE EARTMAN FOR

COMPULSORY PCOLING, LEA COUNTY,
NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISICN:

This cause came on for hearing at 8 a.m. on July 31,
1985, at Santa Fe, New Mexico, before Examiner Gilbert P.
Quintana.

NOW, on this 27th day of September, 1985, the Divisicn
Director, having considered the testimony, the record, and the
recommendations of the Examiner, and being fully advisead in
the premises,

FINDS THAT:

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

(2) The applicant, Doyle Hartman, seeks an order pooling
all mineral interests from the surface to the base of the
Langlie-Mattix Pool underlying the SE/4 SE/4 of Section 23,
Township 25 South, Range 37 East, NMPM, Lea County, New Mexico.

(3) The applicant has the right to drill and propcses
to drill a well at a standard location thereon.

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

(5) To avoid the drilling of unnecessary wells, to
protect correlative rights, to prevent waste, 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 o0il in any pool completion resulting from
this order, the subject application should be approved by

HARTMAN EXHIBIT 12
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Case No. 8668
Order No. R-8031

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

(6) The applicant should be designated the operator of
the subject well and unit.

(7) 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 reascnakle
well costs out of production.

(8) Any non-consenting working interest owner who 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 for the
risk involved in the drilling of the well.

(8) BAny non-consenting interest owner should be afforded
the opportunity to object to the actual well costs but actual
well costs should be adopted as the reasonable well costs in
tne apsence of such objection.

(10) Following determination of reasonable well ccs:ts,
any non-consenting working interest owner who has paid his
share of estimated costs should pay to the operator any amount
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.

(11) $5,500.00 per month while drilling and $550.00 per
month while producing should be fixed as reasonable charges
for supervision (combined fixed rates); the operator should
be authorized to withhold from production the proportionate
share of such supervision charges 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 regquired for
operating the subject well, not in excess of what are
reasonable, attributable to each non-consenting working
interest.

(12) 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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Case Nao. 86t -
Order No. R-8031

(13) 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 January 1, 1986, the order pcoling
said unit should become null and void and of no effsct what-
soever.

(L4) Should all the parties to this force pocling reach
voluntary agrezement subsequent to entry of this order, this
order should thereafiter be of no further effect.

(15) The operator of the well and unit should notify the
Director of the Division in writing of the subsequent vclun-
tary agreement of all parties subject to the force rcoling
provisions of this order.

IT IS THEREFORE ORDERED THAT:

(1) All mineral interests, whatever they may ke, from
the surfacs to the base of the Langlie-Mattix Pool underlying
~n=2 SE/4 SE/4 of Section 23, Township 25 South, Range 37
zast, NMPM, Lea County, New Mexico, are hereby pooled tc form
a standard 40-acre oil spacing and proration unit tc be dedi-
~=3+2d tc a well to be drilled at a standari location ther=zon.

PROVIDED HOWEVER THAT, the operator c¢f said unit shall
commence the drilling of said well on or before the lst day
of January, 1986, and shall thereafter cocntinue the drilling
of said well with due diligence to a depth sufficient to test
the Queen formation;

PROVIDED FURTHER THAT, in the event said operater does
not commence the drilling of said well on or before the 1st
day of January, 1986, Order (1) of this order shall be null
and void and of no effect whatsocever, unless said operator
obtains a time extension from the Division for good cause
shown.

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) Doyle Hartman is hereby designated the operator of
the subject well and unit. '

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

in the subject upit an itemized schedule of estimated well
costs. !

(4) Within 30 days from the date the schedule of
estimated well costs is furnished to him, any non-consenting
working intersst owner shall have the right to pay his shares
of estimated well costs to the operator in lieu of payving his
sharz of reasonable well costs out of production, and anv such
owner whe pavs his share cf estimated well costs as provided
above shall remain liable for operating costs but shall not ke
liable for risk charges.

(5) 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;
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, if
there 1s an objection to actual well costs within said 45-
day period the Division will determine reasonable well costs
after public notice and hearing.

(6) Within 60 days following determination of reasocnable
well costs, any non-consenting working interest owner who 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
reasonable well costs exceed estimated well costs and shall
receive from the operator his pro rata share of the amcunt that
estimated well costs exceed reasonable well costs.

(7) The operator is hereby authorized to withhold the
follcwing costs and charges from production:

(A) The pro rata share of reasonable well
costs attributable to each ncon—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.

(BY As a charge for the risk involved in the
drilling of the well, 200 percent 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.
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(8) The coperator shall distribute said costs and

charges withheld from production to the parties who advanced
the well costs. ;|

(8) §$5,500.00 per month while drilling and $500.00 per
menth while producing are hereby fixed as reasonable charges
for supervision (combined fixed rates); the operator is hereby
authorized to withhold from prcduction the proportionate shars
of such supervisicn charges attributable to each non-consenting
working interest, and in addition thereto, the operator is
heraby authorized to withhold from production the proporticnats
share of actual expenditures required for cperating such well,
not in excess of what are reasonable, attributable to each
non-consenting working interest.

(10) 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.

’ Ty

1) Any well costs or charges which are to be paid cut

oL groduction shall be withheld only from the working
interest's share of production, and no costs or charges shall
22 wizineld Irom production attributable to royalty intsrests.

(12) B2All proceeds from production from the subject well
which are not disbursed for any reason shall immediately be
placed in escrow in Lea County, New Mexico, to be paid to the
true owner thereof upon demand and proof cof ownership; 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) Should all the parties to this forced pooling reach
voluntary agreement subsequent to entry of this order, this
order shall thereafter be of no further effect.

(14) The operator of the well and unit shall notify the
Director of the Division in writing of the subsequent volun-
tary agreement of all parties subject to the force pooling
provisions of this order.

(15) Jurisdiction of this cause is retained for the
entry of such further orders as the Division may deem
necessary.
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DONE at Santa Fe, New Mexico, on the day and year
hereinabove designated.

STATE OF NEW MEXICO
OIL _CONSERVATION DIVISION
£ /

Director

S EAL

fda/
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DOYLE HARTMAN -
Oil Operator

300 N, MAIN
P.O. BOX 10428
MIDLAND, TEXAS 79702

(915) 684-4011

CERTIFIED MATL~-RETURN RECEIPT REQUESTED

Octcber 1, 1985

Mr. Howard Olsen
Post Office Bax 32279
Phoenix, Arizona 85018

Re: Carlson Federal No. 4
SE/4 Section 23 and
SE/4 NE/4 Section 26
T-25-S, R-37-E
Lea County, New Mexico

Dear Mr. Olsen:

Please refer to our past correspondence relative to drilling the
above-captioned well.

As you are no doubt aware, we- have tried very hard to camply with the
changes in your position as to this proposed well.

On July 30, 1985, the date of our hearing before the New Mexico Oil
Conservation Division, Carol from your office advised us by telephone
that you had decided you would farmout your interest. We then advised -
the NMOCD that we had your voluntary cooperation and wrote you a letter
setting out farmout terms. Over the next few weeks I made several calls
to try to ascertain if the terms were acceptable.

later Mr. James Foraker called us and advised that you preferred to sell -
you interest to us. After we had made a firm deal over the phone,
including specifics for exchanging the executed assigmment for our
Cashiers Check, I was surprised and amazed to learn that you would not
agree to execute the assignment because it included all of the acreage
associated with the lease. This was especially strange in view of the
fact that I had previously furnished Mr. Foraker various materials to
.convince you of your ownership of the tract in Section 26.

Since considerable time has- el&psed, we believe this matter should be
handled as agreed. '

HARTMAN EXHIBIT 13



Mr. Howard Ols '
October 1, 1985
Page 2

Please let us hear from you.
Very truly yours,
DOYLE HARTMAN

- Ruth Sutton
Landman

RS/mh
cc: Mr. James Foraker

1140 N. W. 63rd Street
Oklahama City, Oklahawa 73116
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DOYLE HARTMAN -
Oil Operator

S00 N. MAIN
P.O. BOX 10428

MIDLAND. TEXAS 79702

(915) 684-4011

CERTIFIED MAIL--RETURN RECEIPT REQUESTED

October 4, 1985

Mr. Howard Olsen //
Post Office Box 32279 ' -
Phoenix, Arizona 85018 .

Re: Carlson Federal lease
SE/4 SE/4 Section-23 and
SE/4 NE/4 Section 26
T-25-S, R-37-E
Lea County, New Mexlco

Dear Mr. Olsen:

Please refer to the numerous telephone conversations and vast correspon-
dence we have had with your appointed agents concerning your interest in
the Carlson Federal lLease located in Sections 23 and 26, T-25-S, R-37-E,
Iea County, New Mexico.

On September 18, 1985, after much negotiation between Ruth Sutton of
Doyle Hartman's office and James Foraker, your attorney and agent in
Cklahama City, a firm camitment was reached (at your initiation) for
Doyle Hartman to purchase your interest in the above—described Carlson
Federal lLease. Part of the terms were to be the exchange of your fully
executed assigrment of 100% of your interest in the Carlson Federal
lease for Hartman's Cashier's Check in the amount of $50,000.00. This
method of exchange was also agreed to at your request. We immediately
followed up on this verbal camitment by furnishing the Assignment
requested by Mr. Foraker for your execution and since.that date, we have
proceeded with the drilling of a well on the Carlson lease at our sole
risk and expense based on your agreement to convey to us your interest -
as outlined above.

Since we have proceeded in good faith with our cperations on the Carlson
lease based on our understanding that a firm agreement had been reached
with you as outlined above, we ask that you immediately acknowledge that
we indeed have a previously- negotiated and agreed upon deal for Doyle
Hartman to purchase 100% of your interest in the Carlson Federal Lease
(SE/4 SE/4 Section 23 and SE/4 NE/4 Section 26, T-25-S, R-37-E, lea
County, New Mexico) with the consideration being Doyle Hartman's
Cashier's Check drawn by the RepublicBank/First National, Midland in the

HARTMAN EXHIBIT 14



Mr. Howard Olsfj:'
Octcber 4, 1985 ° ’ -
Page 2

amount of $50,000.00. In the event we do not hear from you by Friday,
October 11, 1985 acknowledging the above, we will turn this matter over
to our attorney, Mr. Robert H. Strand for further action. .

Very truly yours,

e e,

e

Doyle
cc: Mr. Robert H. Strand
" Atwood, Malone, Mann & Turner
Post Office Drawer 700
Roswell, New Mexico 88201

Mr. James Foraker
1140 N. W. 63rd Street
Cklahoma City, Cklahoma 73116
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: GLENBROOK CENTRE-WEST
e 1140 N.W. 6IRD STREET
_@Q;%\&_ OKLAHOMA CITY, OXLAHOMA 73116

OIL ANO GAS OFFICE 405/842-0485
EXPLORATION AND INVESTMENTS RESIDENCE 403/751-5384

October 4, 1985

g‘ JAMES P. FORAKER

Mr. Howard Olsen
pP. 0. Box 32279
Phoenix, Arizona 85016

Dear Howard:

Enclosed herewith is the original of an Assignment prepared by Dayle
Hartman of Midland, Texas, on the Carlson lease which covers 40 acres
in the SE/4 SE/4 of Section 23 and the SE/4 NE/4 of Section 26-T25S- R37E,
Lea County, New Mexico. 1 assumed you would be here on September 26, so I

retained the original September 20 letter, assignment andB.L.M. forms from
Miss Sutton.

1 had not been informed that the Carlson lease also covered the 40 acres in
Section 26. A few days after receiving the proposed assignment, Miss Sutton

by hand-written letter forwarded to me photocopies of portions of the history
of said lease. .

Today I received from Miss Sutton a photocopy of her letter to you dated
October 1 pertaining to these properties.

Pursuant to your instructions I have ceased work on the Carlson project.
[f anything further from me is needed in this matter, please advise.

You may pay me for my services on this project an amount you consider
appropriate in accordance with our previous understanding.

Sincerely yours,

s - e
a‘-" S s L J\.Z%*/ e ALl —

“James P. Foraker

JPF/dea
Enclosures
» DEPOS!TION
5: EXHIBIT
3
£ Ol —

HARTMAN EXHIBIT 15
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Corlzon Feo

S dd he 3 Ol
CAMPBELL 8 BLACK. r.A.
LAWYERS
JACK M, CAMPBELL JEFFERSON PLACE
BRUCE D. BLACK SUITE | - 110 NORTH GUADALUPE

MICHAEL 8, CAMPAELL
wiLlLlaM F, CARR -
BRADFORD C. BERGE ’ SANTA FE. NEW MEXICO 87501
| J. SCOTT HarLL
PETER N. IVES
LOURDES A. MARTINEZ

POST OFFICE BOX 2208

TELEPHONE; (SOS5) 988-4421
TELECOPIER: (SQS) 983-6043

October 29, 1985

HAND DELIVERED

R. L. Stamets, Director

0il Conservation Division

New Mexico Department of
Energy and Minerals

State Land Office Building
Santa Fe, New Mexico 87501

Re: Application of Doyle Hartman for Compulsory
Pooling, Lea County, New Mexico.

Dear Mr. Stamets:

- Enclosed in triplicate is the Application of Doyle Hartman
in the above-referenced case. Mr. Hartman respectfully requests
that this matter be placed on the docket for the Examiner
hearings scheduled on November 21, 1985,

Very truly j?u s,

William F. Carr

WEC/cv
enclosures

cc: (w/enclosure)
Mr. Doyle Hartman

HARTMAN EXHIBIT 16

Nov 1 5 1985
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RECEIVED
OCT 291985

4 -
MINE &lfg HSERVATION DIVISION
A

BEFORE TEHE
OIL CONSERVATION DIVISION

NEW MEXICO DEPARTMENT bF ENERGY AND
]

IN THE MATTER OF THE APPLICATION
OF DOYLE EARTMAN FOR COMPULSORY
POOLING, LEA COUNTY, NEW MEXICO. Case

APPLICATION

Comes now, DOYLE HARTMAN, by and thrcugh his undersigned
attorneys and, as provided by Section 70—2—17,.N.M.5.A. (1%78),
hereby makes_application for an order pooling all of the mineral
interests from ;he surface to the base of tﬂe Laéglie Méttix
formation, in and under the SE/4 of NE/4 of Ssction 26, Township
25 South, Range 37 East, N.M.P.M., Lea County, New Mexico, and in
support thereof would show thé Division:

1. . Applicant owns or represents apprcximately 73% of the
working interest in and undef the Sz/4 of Nz/4 of Ssction 25, and
applicant has the right to drill thereon.

2. Applicant proposes to dedicate the above-referenced
pooled unit to a well to be drilled at a standard location in
said Section 26.

3. Applicant has sought and obtained either voluntary
agreement for pooling or farmout from all other interest owners
in the SE/4 of NE/4 of said Secticn 26, except for R. Howard
Olson, Post Office Box 32279, Phoenix, Arizona 85018, owner of a
25% working interest.

4, Szid pooling of interests and well completion will

avoid the drilling of unnecessary wells, will prevent waste and

l

(L SN

LRIV



will protect correlative rights.

5. In or&er to permit the applicant to obtain his just and
fair share of the 0il and gas underlying the subject lands, the
mineral interests should be pocoled, and applicant should be
designated the operator of the well to be drilled.

WHEREFORE, applicant prays that this ap;licaﬁion be set for

hearing before a duly appointed Examiner of the 0il Consszrvatio

o3

Division on November 21, 1985, and that zfter notice and hearing
as reguired by law, the Division enter its order pooling the
lands, including provisioné for applicant to rscover-his costs of
drilling, egquipping and completing the wsll, his cecsts of
supervision while drilling and after completion, incluéing
overhead charges, and imposing a risk factor for the risk assumad

by the ezpplicant in drilling, ccmpleting and ecguipring the well,

.

approving the location of the well as propesed by epplicznt, an

¥
[{}]

making such other and further provisions as =zv be procer in th

premises.

Respectfully submitted,

i

CAMPBELL & ELACK, P.A.

- < Ny
william 7. Carr T~

Post Office Box 2208
Santa Fs, New Mexico £73501
(5035) ©988-2421

ATTORNEYS FOR DOYLE EARTMAN
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| | EXHIBIT “D”
CAMPBELL & BLACK. p.A~ ¢

.

LAWYERS
JACK M, CAMPECLL GUADALYPE PLACE
BAUCE D. BLACK SUITE | » 11O NORTH QUADALUPCL
MICHAEL B, CAMPBELL .

WILLIAM 7 CARR
BRADFORD C, BERGET
oJ. SCOTT MaLL
PETCR N, IVES
JOKRN M, BEMIS

POST OFFICE BOX 2208

SANTA FE, NEW MEXICO 87501
TELEPHONE: (305! 588-442)
TELECOPIER: {SOS) D83-8043

November 11, 1985

- BEFORE EXAMINER STOGNER
CERTIFIED MAIL ' Oil Conservation Division
RETURN RECEIPT REQUESTED wazia N Exhibit No._7__
R. Howard Olson

Post Office Box 32279 Case No. 871o9
Phoenix, Arizona 85018

Re: Case 8769: Application of Doyle Hartman for
Compulsory Pooling, Lea County, New Mexico.

Dear Mr. Olson:

Enclosed is a copy of the docket for the Oil Conservation

Division Examiner hearings scheduled for Thursday, November 21,
. '-- -1985., You have an interest which may be affected by the above-
referenced case. .

Very truly yours,

/

William F. Carr

WFC/cv
enclosure -
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May 183
e ‘UNITED STATES
DEPAﬁTMENT-OF THEZINTERJOR

GEOLOGICAL SURVEY

SUBMIT IN TRIPL

reverse aide)

-
)

{Other Inatructinas ‘an ’

AL fo -

Form approaved,
Budget llurcau No. 42.pt42s3.

G 55 f"fg ¢

-

J. LRASE DENIGNATION AND 8Talat, Mo,

NM-0766

APPLICATION FOR PERMIT TO DRILL, DEEPEN, OR PLUG BACK

8. 1Y INDIAN, ALLOTTEE OR TRIOE NLWE

" la., TYPE OF WORK

. DRILL X DEEPEN (] PLUG BACK O
b. TYPEOFY WELL o R
Yee whtL - Tone . owgTCE

T. ONIT AGREEMENT Nawr

8. FARM OR LEASE Nime

2. NAME OF OPERATOR

Doyle Hartman

Carlson Federal
). weLL No,

3. ADDOEEAS OF OPERATOR

P. O. Box 10426, Midland, Texas 79702

5

10. rIELD AND POOL, OR wiLocat

4. LocatioN or weLL (Repart locatiaa clearly and {n accordance with any State requirements. ') B
At surface

1750" FNL & 990 FEL (H) _ﬂ(.“ . ¢
At proposed prod, zone '-__'\ . P .- ‘.

Langlie Mattix

11. szc,, T., B, M,, O BLE,
AND BURVEY OR ARKa

Sec. 26, T-25-S, R-37-E

. T4, DISTANCE IN MILEI AND DIEECTION FAOM NERAREIT TUOWMN OR PONT OFFICK*® 5. Nk
e e h e
H .t

12, COUNTY OR PARISE| 13. STATE

3.5 miles east and '0.375 miles south of Jal, New Wexico Lea New Mexico
13, DISTANCE FROM PROPOSLD® 16. NO. OF ACRZI IN LXiSE | 17. No. or acmes ASSIGNED
LOCATION TO NEAREST 330 80 TO TIIS WELL 40
PROPERTT O LEAHE LINE, FT.
i {Also to nearest drig. unit line, I lny)
1 18, DISTANCE FRON ['ROr'OSXD LOCATION® 13. rroPOsSsD DEPTH 20. RUTARY OR CAGLE TOOLS
; TO NEAREST WELL, DRILLING, COMPLETED,
OR APPLIED FOR, ON THIS LEASE, FT. 330 3650 Rotary
21, ELxvATIONS (Shbow whether DF, RT, GR, etz.) 22. APPROX. DATE WORX WILL START®
3060.3 GL November, 1985
23. PROPOSED CASING AND CEMENTING PROGRAM

81ZC OF ROLE BIZE OF CASING WEIGIIT PER FOCT SETTING DEPTH

QUANTITY OF CEMENT

14 9 5/8 36.0 400

350 Circulate

23.0 3650

8 3/4 7

600 Circulate

Before drilling out from under the surface pipe, the well will be equlpped with a

3000-psi 10 inch series 900 double-ram hydraulic BOP.

For other necessary BOP data required with this ADP,

Note:

. IM ADOVE 3PACK DEACRIBE PROINIFD PROGRAM |

“zoor.
“preventer program, € any,

see attached Drilling Prognosis.

Any gas produced from this well is dedicated to El Paso Natural Gas Company.

HARTMAN EXHIBIT 18

1¢ proaposal 1s to deepen or plug back, glve data on present productive zone and proposed cew productive
It proposal s to drill or despen directionally, glve pertinent data on subaurface locations und measured and true vertienl depths,

Glve blowaut

) q‘@vw;x | 7

crTLE Engineer oare NJovember 11, 198
{Thls space for Federnl or Stite villce use) v i R ’J\ \“
"t
PERSMIT N0, APTROYAL DATY. . \ “
. Yol c

ROVED OY TTLE DATR / / j 7 o)

CONDITIONS DF APVROV AL, I¥W ANY S
SA Aty

= 'DEC

*See Instructions On Reverse Side

e

Suhject to WWCZ/
Like Approval D .

ol "\Tf"

‘4 19

85 APPROVAL SUBJECT T0
GEMERAL REQUIREMENTS ANG
Sefcial SHPULATIOHS
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STATE OF

NEW MEXICO

ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION
STATE LAND OFFICE BLDG.

IN THE MATTER OF:

SANTA FE,

NEW MEXICO

21 November 1985

EXAMINER HEARING

Application of Doyle Hartman for CASE
compulsory pooling, Lea County, 8769

New Mexico.

BEFORE: Michael E.

Stogner,

Examiner

TRANSCRIPT OF HEARING

APPEARANCES

For the Division:

For the Applicant:

HARTMAN EXHIBIT 19

Jeff Taylor

Attorney at Law

Legal Counsel to the Division
Energy and Minerals Dept.
Santa Fe, liew Mexico 87501

Willam F. Carr

Attorney at Law

CAMPBELL & BLACK P. A.

P. O. Box 2208

Santa Fe, New Mexico 87501

I
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I NDEKX

WILLIAM P. AYCOCK

Direct Examination by Mr. Carr

Crcss Examination by Mr. Stogner

RUTH SUTTON

Direct Examination by Mr. Carr

POBERT H. STRAND

Hartman

Hartman

Hartman

Bartman

Hartman

Hartman

HEartman

Hartman

Direct Examination by Mr. Carr

Cross Examination by Mr. Stogner

Exhibit
Exhibit
Exhibit
Exhibit
Exhibit
Exhibit
Exhibit

Exhibit

EXHIBITS

Cne, Plat

Two, Structure Map

Three, Cross Section A-A'
Four, Cross Section B-B'
Five, Tabulation

Six, Correspondence
Seven, Letter

Eight, Drilling Contract

24

25

31
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MR. STOGNER: The hearing will

come to order.

Call next Case Number 8769,
which 1s the application éf Doyle Hartman for compulsory
pooling, Lea County, New Mexico.

We will now call for appear-
ances.

MR. CARR: May it please the
Examiner, my name is William F. Carr, with the law firm
Campbell & Black, P. A., of Santa Fe. We represent Mr.
Hartman in this matter and have three witnesses.

MR. STOGNER: Are there any

other acpearances?

Will all three witnesses please

stand and be sworn.

(Witnesses sworn.)

WILLIAM P. AYCOCK,
being called as a witness and being culy sworn upon his

cath, testified as follows, to-wit:

)
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DIRECT EXAMINATION
BY MR. CARR:

4

Q Will you please state your full name and
present residence?

A William %. Aycock, Midland, Texas.

Q Mr. Aycock, by whom are you employed and
in what capacity?

A By Doyle Hartman as a consulting petro-
leum engineer in connection with Case 8769, Docket 36-85,

Q Have you previously testified before this
Division and had your credentials as a petroleum engineer
accepted and made a8 matter of record?

A I have.

o] Are you familiar with the application

filed in this case on behalf of Mr. Eartman?

A I am.

Q Are ycu familiar with the subject ac-
reage?

A I am.

MR. CARR: Are the witness'

gualifications acceptable?

MR. STOGNER: They are.

Q Mr. Aycock, will you briefly state what

Mr. Hartman seeks in this case?

A Mr. Hartman seeks an order pooling all

L
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the mineral interest from the surface to the base of the
Langlie Mattix Pool underlying the southeast gquart2r north-
east gquarter, which is Unit H, of Section 26, Township 25
South, Range 37 East, to form a standard 40-acre oil spacing
proration unit to be deézcated to a well to bea drilled
ther=on.

0] Hava vyou prepared certain exhibits for
introduction in this case?

A I have.

c Would you pl=2ase refsr to what has been
marked for identification as Hartman Exhibit Number Cne,
identify this, and review tnhne information contained therszon?

a Exhibit Number One 1is an acreage owner-
ship plat that siows the acreage in question that is des-
cribed in the application. It shews the existing producing
well, the Doyle Hartman Carlson Federal No. 2, located 1980
feet from the north and 660 feet from the east lines of Sec-
tion 26, Township 25 South, Range 37 East, which is a Lang-

lie Mattix Pool producer that was tempcrarily abandoned in

(1]

January of 1873, and it shows the propecsed infill location,
the Doyle Hartman Carlson Fedaral No. 35, to be lccated 1750
feet from the north line and %90 feet from the east line of
Section 26, Township 25 South, Range 37 East, and also to be
completed in the Langlie Mattix Pool.

In addition, it shows the nearby produc-

y
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6

ing wells that aré conseguent to this application as well as
showing the pre-existing lease that was put on for the 40-
acre proration unit that cémprises the southeast guarter of
the southeast quarter of Section 23, that includes a similar
situaticn in which the original producer was the Doyle Hart-
man Carlscn Federal No. 3, 1located 660 feet from the south
and east lines of Section 23, Township 25 South, Range 37
East, in the Langlie Mattix Pcol, and the infillo producer,
the Doyle Hartman Carlson Federal -- Carlson No. 4, located
890 from the south and 990 from the east line of Section 23,
Township 25 South, Range 37 East, in the Langlie Mattix
Pool, and a great deal of the testimony and the information
that will be presented in tecday's case has previously been
presented in that case and that case was Case --

MR, CARR: Mr. Examiner, that
case was Case B668, which was --

A Right.

MR. CARR: -- presented on July
31st of this year, resultad in Order R-8031, which was en-
tered on September 27, 198S5.

We'd ask that you take adminis-
trative note of that case. That case is actually, virtually
identical to this one, 1inasmuch as it was to pool a 40-acre
tract for an infill Langlie Ma%ttix Well and the only inter;

est owner being pooled in that case was Howard Olson, who is

}
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the same

the terms of

ministrative

"‘.

éer R-

~e
031.

@]

tion on this
area,
ies that are
A
56658 case 1is

rast of

will note that the necative raciprocal slope

EHEP/z as a
MMCF per psi
was drilled
sign change
wells
southeast,

nature of

cumulative gas

ly No. 11,

from the west line of Section 24,

ancé hers I'd ask that you focus on

th2 infcrmation that will be presentad here, and

that basically offset both properties to

reciprocal slope of

-
/

individual being pooled in this case pursuant to

the identical lease arrang=ment.

’

MR. STCGNER I will take acé-

note orf Case Number 86538 and the subsecuent Or-

Mr. Aycock, would you raview

exhibit as to the other wells in the immedizi=

the future recover-

estimated fcr thesze wells.

IZ you will note that the oricinai -- the

important &s it establishes a predicatz for the

5
1]

of t gragh c¢f
function of cumulative gas production is 2.29
on the criginal well.

The reason that the Carlson Fedaral

was because of that low number for reciprocated

sloze of the BH?/z curve as compared %o

the east and

Thos= procsrties are, with the indicated

the BKP/z as a function ¢f

{not understocé) the Amerada Hess Ida Wimher-

loccated 1980 feet from the south and 660 feet

Townsnip 25 South, Range

l
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8
East, in the Langlie Mattix Pool, 1located northeast of the
current application, the reciprocated sign chancge slope of

s

the BHP/z as a function of cum gas data give us 12.73 MMCF
per psi.

The nexé well to the south is the --
which 1is a diagonal north cffset to the -- diagonal norih-
east cfiset to the section in which the application -~ for
which the application has been made, is the Amerada Hess Icda
Wimberlv No. 13, 1located 330 feet from the south and 330
feet from the west line of Section 24, Tcwnship 25 South,
Range 37 East, and the sign chance reciprccated slope of the
BHP/z as a function of cumulative gas graph is 16.16 MMCF
per psi.

And then to the southeast we have the EIl
Paso Natural Gas Company Carlscn "A"™ Federal No. 2, located
660 feet from the south and 660 feet from the west line of
Section 25, Township 25 Scuth, Range 37 East in the Langlie
Mattix Pool, and the sign change reciprocated slope of the
BHP/z as a function of cum gas graph is 10.3 MMCF per psi.

The reason for the cérilling of both the
Carlscn Federal 4 and the proposed Carlscn Federal No. 5,
which 1is the subject of this application, is because the
slopes of these curves and the fact that there is no produc-

tion on the 40-acre tract that is the subject of the current

application, there 1is no production and the well slope of

[
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the curves fcor the wells to the southeast, east, and north-

east of the subject tract indicate that there is substantial

.

reserves still in the Langlie Mattix and, in fact, it is

being érained by th= producticn from these wells, that forms

the pradicate for the application.
2 Mr. Aycock, if the wells are not drill=d

will the correlative rights of the interast owners in thos=
tracts ce adversely afiescted?
A They will be because the raservoir pres-

sure is low enough taat uniess timely devalepnm

[§)
]
it
(o)
[¢]
0
[
r
n
(4
19
[{H]

resarvoir pressure will be to the point that thers wi

5}

no remaining reserves or their recovery would be prolonged
or impcssible, so that if it's not done rather expeditious-
1y, thare's no sense in doing it at all.

Q Now I'd lik2 to diresct your attention to

the prisor pooling case and the acrea

¢]
1)}

in the southeast

0
[
1]
H
cr

er cf the southeast quarter of Section 23.
Tne original Langlie Mattix well on that

pool produced for some period of time, I believe.

A It did.

‘o) Do vou hava any idea wnat the prior pro-
duction from that well was?

A Yes, I cdo, if you'll give me a moment to
refer to the hearing file for that hearing, I can tell you.

As of May 1lst, 1985, the cumulative prc-

[
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duction for the Doyle Hartman Carlson Federal No. 3, whica
is located 660 from the south and 660 from the east line of

Section 23, Township 25 South, Range 37 East, was 1,496

MMCT, and it produced during the months of January througt

pril cof 1985 an average production of 36 MCF of gas pe:
cay.
Q Now, Mr. Aycock, has Mr. Hartman con-
cluded the Carlson No. 4 on that 40-acre tract?
A Yes, he has.

0 And what %xind of a well has he been able

o make at tha*t location?

A An attractive Langlie Mattix very commer-
cial gas well.

0 Weuldé you now refer to what has been mar-
ked for identification as Hartman Exhibit Number Two and
identify this and review it, please?

A Exhibit Number Two is a structure map on
top of the Penrose Sand. As the Examiner is aware, the
Langlie Mattix pool is composed of the Queen and ‘Penrose
zones and the top of the Penrose is adeguate to depict the
structural situation in the vicinity of the propecsed loca-
ticn.

The structure map shows the traces of two
cross sections, which will be subsequently presented as ex-

hibits. It shows that we have a small closure here that

!
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11

trends either almost due north/south or slightly
northwest/southeast on top of the Penrose Sand, and it shows
that the tract that is the subject of this application lies
near the scuthwestern side of that area and approximately
125 f2ot above the origin;l gas/oil contact, which is 1lo-
cated tc the west and the scuthwest.

In viewing this map you need to be aware
that the potential development matrix in this area for the
Langlie Mattix are twofold and bcth of these matters have

been dwelt on in detail in the transcrizt o

[ )

the previcus
hearing, and I will not impose upen the Examiner's time by
recitinc those, but I would raguest that he take particular
note of the testimony in the -- in this previous case as tc
the riskx factors.

They are water procduction due to water
injection into the gas reserveirs in the vicinity o¢f the
gas/cil contact located to the west and southwest; and com-
pletion problems with the lcw reserveir presssures in both
the subject 2zcnes, these being the Penrose Sand and the
Queen Sand. All of these prcblems were discussed at some
length in the previous case and there is also the possibil-
ity in some of the wells that were drilled to the San Andres
of having water flow, cross flow, up from the San Andres in-
to any of these zones if they were not properly cemented or

properly plugged.
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Q Mr., Aycock, are you prepared to make a
recommencdation to Mr. Stogner as to the risk penalty that
should be assessed acainst any interest owner who does not
voluntarily participate in the drilling of this well?

A As was gocumented in Case 8668 and was
approved by the Commission in the order, we recommend a 200
percent risk penalty for nonjoining parties.

Q Now this exhibit also contains traces for
your subsequent cross sections.

A It does.

Q Would you ncw go to Exhibit Three, vyour
cross section A-A', and briefly review that for Mr. Stogner?

A xXhibit Three is cross s=action RA-3A',
which is a north/south cross section, ané if you will refer
to Exhibit Two you will notice that it passes through the
pre-existing well that's on the tract that is the subject cof
this application, and also includes both the pre-existing
and infill wells that were drilled on the southeast quarter
of the socutheast qguarter of Section 22 and were the subject
of Case 8668.

Without -- without going 1into great,
tremendous detail as to the -- on ~-- on each well, the cross
section substantiates beyond doubt that all of the Langlie
Mattix zones were originally gas-bearing and would produce

gas at attractive rates; and it shows that the Hartman Carl-

L
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son Federal No. 4, which was completed in September 2{:th,
1985, through perforations between depths of 2946 and 3151
feet, had an initial flowing potential of 577 MCF per day,
althcugh it 1is located on the same proration unit with a
well that was producing - produced during the first four
mcntiAs of 1985 at about 35 to 33 MCF per day, so this well
alcne 1illustrates that the hypothesis that there ars sub-
stantial remaining commercially recoverable gas reserves in
both the Penrcse and Queen porticns of the Langlie Mattix
Pool within the area of this applicaetion can ke cdocumented,

The rest of the north/south cross section
simply serves to shcw that all the gas had been producad at

various rates from all of the wells and it has been cui:z

h

attractive in the vicinity of the -- of the application well
in the past.

I won't go into all the details because I
think the Examiner is able to review this at his 1leisure,
but 1 believe that it will Zdocument the fact that all of
these zones did produce gas, are gas-bearing, and are cer-
tainly a2ble to produce gas at attractive, commercial rates
upon development.

Q wWill you now refer to Hartman Exhibit
Number Four, your B-B' cross section, and discuss this fcr
Mr. Stogner?

A Cross section B-B' is a northwest/soutnh-

l
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east cross section that ties into Exnibit Three, c¢ross sec-
tion A-A', at the previous producer on the agplication
tract, that being the Dcyle Kartman Carlson Federal No. 2,
located 1980 feet from the north and 660 feet frcm the east
line of Section 26, Townshi; 23 South, Range 37 East.

We wculd ask the Examiner to note parti-
cularly that the shut-in wellhead pressure of this well is
64 psi at the present time.

Exnibit Four will serve to document simi-
lar tyre infermation to what has been discussed for Exhibit
Three, and that is that all of the wells for which the Lan-
glie Mattix zones have been tested within the area have prc-
ven to ke productive of either gas cr oil, depending urcen
the dates at which they were =-- the wells to the northeast
wer2 back in the thirties anéd one of them was completed for
a gas well and another was completed for an oil well, the
first two on the cross section. The next two were completed
as oil wells and the rest of them have teen oil and gas, but
you will find that basically in the area now that we're
talking about, gas is the remaining recoverable hydrocarbon
product in both of the Langlie Mattix zones.

This also shows that over a perioé of
time that stretches from the thirties through the contempcr-
aneous (sic) time there has been, not continuous, but spora-

dic development of these Langlie Mattix zones in response to

‘l
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Q Would you now just briefly summarize the

conclusions you'wve reached concerning this proposal baszd zon

J

your study of the immediate ar=a

A The proposed location is on the flank of
a small closurz that 1is contained within a larger
north/scuth trend. The indications are that the ©peorosity

and permeability of the zcnes are guit2 gcod when they'rs
prorverly stimulated, because tased upon the results that Mr.
Hartman has achieved a half a mile north on his Carlscn Fed-

eral 4, he is able to compleste a new well that weuld make

o)

577 MCF per cay cn potential when it's lccated cn the sarme
4C-acre tract as a well that's procducing 36 MCF per day from
the same zones.

We know that thers is =-- that there is
the risk of some water prcduction in the area because of the
injection that has taken place to the northeast, in particu-
lar c¢cn, at or about the original gas/oil contact for the
Langlie Mattix zones.

We know tha*t the reservecir pressurz 1is
low, as we discussed, the shut-in wellhead pressure for the
existing Carlson Federal No. 2 of 164 psi, and as we delve
into at some length in the transcript of Case 8662, the pre-
sence of 1low reservoir pressures can lead to significant

risks in the drilling and completion of the wells.

Y




10
1
12
13
14
15
16
17
18
19
20

21

23
24

25

15
So my conclusion is the following: That

there ar= commercially recoverable gas reserves remaining in

)

the Langlie Mattix Pool at the area of the application well;

that these reserves cannot be recovered withcut redevelop-

ment, based upon the experience a half a mile north with the
pravious Case 8668; that I would anticipate the probability
that if a well is completed successfully in the Langlis Mat-
tix, it will be an attractive producer, but theres are risk
factors associated with the production that have to do with
the mechanics of drilling and completing wells in low pres-
sure reservoirs and the fact that you cannot define exactly
where the water that has been injected will go within these
zones. 1t probably will not be at these locaticns but there
is a possibility that you could produce significant water.
And as a result of all this, I recommend

a 200 percent risk factor for non-joining parties and be-
lieve that the well will, if completad, will lead to an at-
tractive commercial well in the Langlie Mattix zones.

Q Mr. Aycock, would ycu ncw go to Hartman
Exhibit Number Five, the production tabulation, and briefly
raview that for the examiner?

A Exhibit Number Five 1is composed of
production tabulations with rate/time graghs and BHP/z as a
function of cumulative gas graphs for wells that are located

on the cross sections that are Exhibit Three and Exhibit

|
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rour.
The first c¢ne that's presented iz ihe

Cities Service Dabbs No. 1, located in Unit B of Section

23. As you will recall, it was the first -- the 1lef:hand

well on =xhibit -- on cross section B-3', which was Exhibis

You'll notice that prior to it being ccn-
verted to water injection as the Lanclie Mattix Cueen Unit
Nc. 31, and deepened, that there 1s an apgarent -~ starting
in 1553 there is an apparent reversal of the established --
well, it's actually kefore that, there was -~ there was a

trend c¢f lcw pressurss and then slowly, over the vears it

et

built up unti

»

1395 -- we've goct a skip here =-- ckay, the
first cone's that available was in 1949; it's 528 psi, and
these are in reverse order is the way you have to view them,
and the pressure did not decline very much and then it érop-
ped rather rapidly, and the last one that was available was
back 1in '69, and it was 128 psi at that time, and vou can
review the rate/time curve and you will notice that there
is, since 1960, wuntil it was =-- until it ceased in 1653,
with the exception of 1964, it was -- it was a scmawhat er-
ratic but fairly uniform rate/time curve and there 1is a
pretty well established BEP/z trend that's -- that would in-
cdicate an extrapolated value of about somewhere in the

vicinity of 6.5 to 6.7 BCF original gas in place.

Y
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The next one that's listed wculd =2 the

=4

Cities S2rvice Dabbs No. 2, which is now the Mcbil Langlie

Mattix Queen Unit No. 35, and it's located in Unit E of Sec-

tion 23, and it's also been converted to water injection.

And since it was an c¢il well, ther= ar=
ro pressures avallable anéd -- but the gas procucktion i3
graphed from '53 through '3, and you'll notice a very grad-
ual, fairly regular decline in gas prcductivity as would be
anticipated.

The next well is the Carlson Federal Wo.
3, the El Paso Carlscn Fa2deral No. 3, that is located in

Secticn 23, also, and that well has accumulated apcroxira

cr
o

X
w

ly 1.1 BCF cf gas frcm initial time through June of 19

-~

and is precducing at plus or minus 120 to 180 MCPF per mcnkih.

1t dces not show much cdecline c¢n the
rate/time curve, and it shows a very cradual reciprccated
slope ¢cf 4.3 MMCF per-psi on the BHP/z as a function cf cum
gas curve.

The next well that's tatulated is the
Hartman Carlson Fecderal No. 3, which is the pre-existing
well that was =-- that is located -- it's the third well from
the right -- left side of cross section A-A', which is Exhi-
bit Three, and vou'll notice that that well, as of July list,
1985, had produced approximately 1.5 BCF of gas and was pro-

ducing at about a million cubic feet a month, or a little

|
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over 30 MCF a cday.

It's haé an irregular but rather -- but
it gyrates around approxi;ately a millicn cubic feet per
month and has since 1974, and as we previously statzsd, the
reciprocated sign changed flope of the BHP/z as a functicen
of cum gas, 2.15 MMCF per psi.

The next well would be the Ida Wimberly

No. 16, which we've previcusly discussed.

Tha 1Ida Wimkerly Nc. 18 is lccatse

(o9

in
Secticn 25, Township 35 Scuth, Range 37 East, and it has
prcduced an accumulative preccduction cf 1.1§ BCF as cof July
lst, 1985, andéd is prcducing at about 100 MCF per mcntih; has
a well defined decline trand on tha rate -- gas rata/time
and has a reciprocated sign change slope fo the BHP/z as a

function of cumulative ga

2]

gragh of 15.55 MMCF, indicating

that although the rates ar

W

low it is ineffectively draining
a large area.

The next well is the Amerada Hess Ida
Wimberly No. 14, 1located in Section 25, Township 25 South,
Range 37 East, in Unit G. It has accumulated approximately
600-million cubic feet of ges as of July 1lst, 19%8S5, 2and is
producing at about %00 -- producing ketween 900 and 1000, a
million cubic feet per month, and the rate/time curve indi-
cates a very regular, with the exception of the year 19583,

it's been a very regular curve at about a million cubic feet

y
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a month average, and the= graph of BHP/z as a functicn of
cumulative gas production yields a sign change raciprocated

8.5 MMCF per psi, indicating once again that al-

L1

siope o©

though it is declining at a low rate of decline, it is inef-

fectively draining a racher large area.

The next well is the E1 Paso Matural Gas
Company Carlson "A" Federal No. 2, located in Unit M of Sec-
tion 25, Township 25 South, Range 37 East. It has accumu-
lated approximately 2.2 BCF of gas production as of July
lst, 19385, and was procducing at abcut 3.2 million cubic fz22%
per month.,.

The rate/time curve has an 1irreguler
downward, very graduai slope, and the slope cf the BHP/z as
a function of cumulative gas production when reciprocated
and with the sign change, is 10.33 MMCF per psi, as we pre-
viously testified.

Then we have the Amerada Hess Ida Wimber-
ly No. 1, 1located in Unit A of Section 26, Township 25
South, Range 37 East.

The cunulative gas production is low. We
did not add it up. it's an erratic downward curve during
the time it was on producticn as far as the rate/time i3
concerned and the BHP/z as a function of cumulative gas
curve has a reciprocated sicn change slope of only 3.58 MMCT

per psi, indicating that it was not draining a very larage

!
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area and was ineffectively draining it, as well.
The Terra Carlson Federal No. 1 cpe :.::

by Doyls Hartman is located in Unit C of Section 26, Town-

ship 25 South, Range 37 East, and has a cumulated since ini-

"

tial production approximately 2.9 BCF of gas and was produc-
ing Ltetween -- has produced as high as 4-million cubic feet
per mcnth within the year pricr to July lst, 19835, and was
producing approximately an average of around 3.3-millicn
cubic feet per month; has a cdefinite downward, defined down-
ward trend on the rate/time curve and there is no BHP/z data
available to plot a -- to determine the slope of that curve,.
The Santa Fe Energy Carlson "B" 26 Nc. 4

is locatzad in 26-I, 25 South, 27 East. It has accumulat=3d
1.4 BCF of gas procduction as of July lst of 1985, It 1is
producing at between 560 and 720 MCF per month with a very
slight dcwnward trend to the rate/time curve and with a re-
ciprocated sign change slope of the BHP/z as a function of
cumulative gas curve of only 5.5 MMCF per psi, indicating
once again that it is not draining a very large ar=a andéd is
not draining it very effectively.

Q Mr. Aycock, what is the estimatad cost of
the proposed well?

A We are using the same AFE for this as we
édid for Case 8668, which indicates the cost of a producing

well at $390,000 and a dry hole at $142,000.
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Q Are these --
A And that is with contingencies. With a
routine well with no contingencies the drilling -- the com-

pleted cost would be $329,000.

Q And these costs are in line with the
costs fcr other wells in the area?

A They're in line with Mr. Hartman's cur-
rant experience as the most active operator in the Jalmat-

Langlie Mattix trend at the present time.
Q Have you made an estimate of the overhead

and adnministrative costs to be assessed while drilling this

well and also while --

.} Yes.
Q ~-- producing it?
A $550 per month while producing and $§550C

per month while drilling.

Q Are these the figures that were author-
ized by the Commission in Order R- =-- or in the prior order
for the acreage to the north?

A For Case 84663, yes, they were.

Q And do you recommend that these figures
be included in any order which results from today's hearing?

A I do.

Q Mr. Aycock, does Mr. Hartman request to

be designated operator of the proposed unit and well?

Y
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A . He does.

Q In your opinion will granting ﬁhis appli-
cation be in the best interest of conservation, the preven-
tion of waste, and piotection of correlative rights?

A I believe it would.

Q Will we call ancther witness to discuss
land matters and efforts to obtain voluntary joinder?

A Yes, we will.

MR. CARR: At this time, Mr.
Stogner, we would offer into evidence Hartman Exhibits One

through Five.

MR. STOGNER: Exhibits Cne

Q Mr. Aycock, when does Mr. Hartman plan to
drill this well?

A As soon as possible. wWa'd like to com-
plete it before year end, if possible.

Q And therefore do we request that the or-

der be expedited?
A We would appreciate it very much.

MR. CARR: I have nothing fur-

ther of Mr. Aycock.

Y
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CROSS EXAMINATION

BY MR. STCGNER:

»

Q Mr. Aycock, on all the productiscn sum-
maries you've given me here, it would be easy to say this
proposed well -would be of%satting some pretty goocd produ-
cers, would it not?

A Ye=s,

Q Has Hartman in the past joined anybody
else 1in overhead chargss of $5500 while drilling and $53C
wnile prcducing?

A I'm not aware that he has but the reason

ne hasn't, there just never has baan an occasion to do it.

(@]
H

all the things he's been a2ssociated with for abocut four

s

(41

of the six years that I‘'ve been doing work for him, the only

ones that have been an exception to this have been deep
wells; have been Morrow or Atoka wells, and those were, you
know, that's -- that is five or six year old history.

Since that time he has not participated,
to my knowledge, 1in any of these shallcw wells with another
operator, He's been the oparator of everything that he's
participated in.

MR. STCGNER: I hava ¢ further
gquestions of Mr. Aycock.
Is there anything further of

this witness?

[
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MR. CARR: Nothing further.
MR. STGGNER: Mr. Aycock may be

excusec.

MR. CARR: At this time 1I'd

call Miss Sutton.

RUTH SUTTON,
being called as a witness and keing cduly sworn wupon her

oath, testified as follows, to-wit:

CIRECT EXAMINATION

BY MR. CARR:

G Will you state your full name and place
of residence?

A Ruth Sutton, Midland, Texas.

Q Miss Sutton, by whom are vou employed and
in what capacity?

A By Doyle Hartman as a landman.

G Have you previously tstified before this
Division and had your credentials as a landman accepted and
made a matter of record?

A Yes, 1 have.

'} Are you familiar with the application
filed in this case on behalf of Mr. Kartman?

A Yes.

!
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Q Are vyou familiar with the subject ac-

reage?
A Yes.

MR. CARR: Are the witness'

"

qualifications acceptable?
MR. STOGNZIR: Thev are.

G Miss Sutton, would you refer to what has
been marked for identification as Hartman Exhitit Number
Six, icdentify this, and revisw it for Mr. Stogner?

A This 1is a packet of our correspondence
with Mr. Olscon, the other interest owner, btetween the dates
of January 24th and Ocicber 4th, '85.

This acreage in this lease is the same
Federal 1lease as that in our Case 8668, which we've talked
about earlier, and on July 30, the day before the hearing
for that case, Mr. Olson czllied us and said he had cdecicded
to farmout but subsequent to that, before we could send an
agreement, he decided to sell all of his interest to Mr.
tartman and in this packet is a partial assignment and Bill
of Sale which was furnished tc Mr. Olson on September 20th,
'85; however, we still don't have that signed back, which
is, of course, why we're here.

Mr. Olson travels extensively and is fre-
quently out of the country feor long periods of time, so we

don't have much contact. That's why we had to go ahead with

I
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our hearing, because we do have this well for our year-end

drilling plans and would like to Arill it in (not under-

I3

stood).

Q And if an agreement is received back from
Mr. Olscn you would immediaéely advise the Division that the
pcoling order --

A Yes, sir.

Q -- was unnecessary.

In your opinion has Mr. Hartman
made a good faith effort to obtain Mr. Olson's voluntary
joinder in this well?

A Yeas.
c Could you identify what has been marked
&s Hartman's Exhikbit Number Seven, please?

A This is a letter dated November 11 noti-

———————————e

fying Mr. Olscon of this hearing and the one you have does
not have a return receipt but Mr. Stogner, here it is, ap-
pended to that.

Q So we have received a return receipt on
this letter?

A Yes.

Q Were Exhibits Six and Seven either pre-
pared by you or compiled under your direction and supervi-
sion?

A Yes.

§
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MR. CARR: At this time, Mr.

Stogner, we would offer into evidence Hartman Exhibits Six

4

and Seven.

MR. STCGNER: Exhibits Six ancd

Seven will be admitted into evidence.

MR. CARR: And I have no fur-

ther questions of Miss Sutton.

MR, STOGNER: Are there any
guesticns of this witness?
If not, she may be excused.

MR, CARR: At this time I call

Bob Strand.

ROBERT H. STRAND,
being cz2lled as a witness and keing culy sworn upon his

oath, testified as follows, to-wit:

DIRECT EXAMINATION

EY MR. CARR:

Q Will you state your full name and place
cf residence?
A Robert H. Strand, Roswall, New Mexico.

Q Mr. Strand, by whom are you employed and

in what capacity?

A I'm an attorney with the firm of Atwood,

l
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Malone, Mann, and Turner in Roswell.

Q Are you employed in this case by Mr.
Hartman?

A Yes, I am.

Qe What hé;e you been asked to do for Mr.

Hartman in regardé to this case?

A As part of this cass, as well as the
prior case, Cas= 8663, I belisve it is, 1 was retained by
Mr. Hartman to examine title to these leases and examinsa

various other instruments relating to thz lands involvad.

Q And have you made that review?
A Yes, 1 have,.
Q And you're familiar with the agplicatizsn

filed in this case2 on behalf of Mr. Hariman?

A Yes, I am.

Q Mr. Strand, would ycu advise Mr. Stogner
of what conclusions you have reached as a result of ycur
work as to the status of the ownership under the 40-acre
tract which is the subject of today's hearing?

A The cperating rights involved under this
tract, as well as the tract involved in the prior hearing,
are owned of record 75 percent by Dovle KHartman and other
persons associated with him, and 25 percant by R. Howard le

san.

Q Would you identify what has been marked
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as Hartman Exhibit Number Six and explain to Mr. Stogner why
this dccument has been included in this -- in the exhibits

&

presented in this case?

A Mr. Hartman purchased his share of the
operating rights under this particular tract from Sun

Exploration and Production Company, I believe, in May of

1984.

At that -- subsequent to that purchase

and to the drilling of the prior well, there was some gues-

tion raised as to what operating agreement, if any, was ef-
fective as to these lands. This particular contract, cesig-
nated as a drilling contract, being Exhibit Number Six, was

provided tc Mr. Hartman from Sun's files.

C That's Exhibit Number Eight.
A Number Eight.

Q Yes.

A

From Sun Exploration and Production Com-
pany's files with some indication from them that they felt
that this was the operating agreement, as such, covering
these lands.

I reviewed this agreement and it does not
appear to me to cover the lands invclived or the intervals,
and as best we can determine at this point in time, there is

no formal operating agreement of any type covering these

lands.

)
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Q And so the way to bring this acreage in,
absent a new agreement with Mr. Olson, is to come seeking a
pooling order. ‘
A Yes.
* MR. CARR: At this time, Mr.
Stognar, I would move the admission of Exhibit Number Eight,
which 1is a copy of the drilling ccntract abou: which Mr.
Strand testified.
MR. STCGWER: Exhibit Number
Eight will be admitted into evidence.

MR. CARR: And I havea no fur-

ther questions of this witness.

CROSS EXAMINATION
BY MR. STOGNER:
0 Mr. Strand, when did this document become
in effect?
A Mr. Stogner, I don't believe it ever was
effective., It does not cover the lands involved.
Q Okay. I have no further witnesses of Mr.
Strand -- I mean no¢ further guestions of Mr. Strand.
MR. STOGNER: Are there any
other questions of this witness?
MR. CARR: I have no furthér

questions of this witness.

§
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MR. STOGNER: If not, he may be

excused.

&

Anything further in Case 876937
MR. CARR: Mr. Stogner, I hava
a proposed order to offer and would request that vou expe-

dite the order in this case as soon as possible.

MR. STOGNER: Thank you, Mr.

Carr.

MR. CARR: And I have nothing

further in this case.

MR. STOGNER: Does anybody els=

have anything further in 876932

If not, this case will bz taken

under advisement.

(Yearinc concluded.)
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CERTIFICATE

I, SALLY WwW. BOYD, C.S.R., DO HEREBV
CERTIFY that the foregoingiTranscript of Hearing befors the
Oil Conservation Division (Commission) was reported by me;
that the said transcript is a full, true, and correct record

of the hearing, preparad by me to the best of my ability.
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. - STATE OF NEW MEXICO—
t. . ENERGY AND MINERALS DEL - .TMENT
o OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISIOM FOR THE EURPOSE OF
CONSIDERING: /

CASE NC. 8769
Order Mo. R-8091

APPLICATION OF DOYLE HARTMAN FOR

CCMPULSORY PCOLING, LEA COUNTY,
NEW MEXICO

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came cn for hearing at 8 a.m. on Ncovember 21,

1985, at Santa Fe, New Mexico, before Examiner Michael E.
Stogner.

MOW, on this 6th day of December, 1985, the Division
Director, having considered the testimony, the record, and the
recommendations of the Examiner, and being fully advised in the
premises,

FINDS THAT:

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

(2) The applicant, Doyle Kartman, seeks an order poolinc
all mineral incerests from the surface to the kase of the
Langlie-Mattix Pool underlying the SE/4 MNE/4 (Unit H) of
Section 26, Township 25 South, Range 37 East, NMPM, Lea -County,
New Mexico.

{3) The applicant has the right to drill and proposes to
drill a well at a standard oil well location thereon.

(4) There are interest owners in the proposed proration
unit who have not agreed tc pool th?ir interests.

(5) To avoid the drilling of unnecessary wells, to
protect correlative rights, to avoid waste, and to afford to
the owner of each interest in said unit the cpportunity to
recover oOr receive without unnecessary expense his just and
fair share of the o0il in any pool completion resulting from
this order, the subject éepplication should be approved by

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

(6) The applicant should be designated the cperatcr of
the subject well and unit.

(7) 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 c¢f reasonzble
well costs out of production.

(8) Any non-consenting working interest owner who does
not pay his share of estimated well costs should have withheld
firom production his share of the reasonable well costs plus an
additional 200 percent thereof as a reasonable charge for the
risk involved in the drilling of the well.

(9) Any ncn-consenting interest owner should be affcrded
the opportunity to object to the actual well costs kut
actual well costs should be adcpted as the reasonable well
costs in the absence of such objection. '

(10) Following determination of reasonable well costs,
any non-consenting working interest owner who has paid his
share of estimated costs should pay to the cperator any amount
that reasonable well costs exceed escimated well costs and
should receive from the operator any amount that paid estimated
well costs exceed reasonable well costs.

(11) At the time of the hearing the applicant propcsed
that the reasonable monthly fixed charges for supervision while
édrilling and producing should be $5500.00 and $550.00,
respectively, based on Division Order MNo. PR-8031, dated
September 27, 1985, which authcrized these charges as
"reasonable monthly fixed charges”. : o

(12) The evidence presented in this case and in Division
Case Mo. 8668, in which said Order Nc. R-8021 was subsequently
issued, is insufficient to support these proposed charges as
being "reasonable" and said rates should therefcre be adjusted
in the case to réflect a more reasonable rate.

(13) $4800.00 per menth -while drilling and $480.00 per
month while producing should be fixed as reasonable charges for
supervision (combined fixed rates); the operator should be
authorized to withhold £from production the proportionate share
of such supervision charges 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
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well, not in excess of what are reasonable, attributable to
each non-consenting working interest.

(14) 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 uporn demand and
proof of ownership.

(15) Upon the failure of the operator of szid pooled unit
to commence drilling of the well to which saié unit is
dedicated on or before February 1, 1986, the order péoling saicd
unit should become null and void ané of no effect whatsoever.

(16) Should all the parties to this forced pooling reach
voluntar; agreement subsequent to entry of this oraer, this
crGer shall thersafter be of no furthexr effect.

(17) The operator of the well ard unit shall notify the
Director of the Division in writing of the subsegquent voluntary
agreement of 2all parties subject to the fcrced pooling
provisions of this crder. -

IT IS THEREFORE ORDERED THAT:

(1) 2All mineral interests, whatever they may be, from the
surface to the base of the Langlie-Mattix Pool underlying the
SE/4 NE/4 (Unit H) of Section 26, Township 25 South, Range 37
East, NMPM, Lea County, New Mexico, are herebv poocled to form a
standard 40-acre o0il spacing and proration unit to be dedicated
to a well to be drilled at a standard oil well location
thereon.

PROVIDED HOWEVER THAT, the operator cf said unit chall
commence the drilling of said well on or before the first day
of February, 1986, and shall thereafter continue the drilling
of said well with due diligence to a depth sufficient to test
the Langlie-Mattix Pool;

PROVIDED FURTHER THAT, in the event said cperator does not
ccmmence the drilling of said well on or before the first day
of February, 1986, Ordering Paragraph No. (l) of this order
shall be null and void and of no effect whatscever, unless csaid
operator obtains a time extension from the Division for geood
cause shown;

PROVIDED FURTHER THAT, should said well not be drilled to
completion, or abandonment, within 120 days after commencement
thereof, said operator shall appear before the Division
Director and show cause why Ordering Paragraph No. (1) of this
order should not be rescinded.
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(2) Doyle Hartman is hereby designated the operator of
the subject well and unit.

" (3) After the effective date of this order and within 90
days prior to commencing said well, the operator shall furnish
the Division and each kxnown working interest owner in the
subject unit an itemized schedule of estimated well costs.

(4) 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 lieuw c¢f paving his
share of reasonable well costs out of production, and any such
owner who pays his share of estimated well costs as provided
above shall remain liable for operating costs but shall nct ke
liable for risk charges.

(5) The operator =hall furnish the Division and each
xnown working interest owner an itemized schedule of actual
well costs within 90 days following completion of the well; 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
Ee the reascgnable well costs; provided however, 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) Within 60 days following determination of reasonable
well costs, any non-consenting working interest owner who has
paid his share of estimated costs in advance as provided ebove
shall pey 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 rata share of the amount that
estimated well costs exceed reasonable well costs.

(7) The operator is hereby authorized to withhold the
follcowing costs and charges from production:

{A) The pro rata share of reascnable well
costs attributable to each non-ccnsenting
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 tc him.

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

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

(9) $4800.00 per month while drilling and $480.00 per
month while producing are hereby £ixed as reasonable
charges for supervision (combined Z£fixed rates); the
operator is hereby authcrized toc withhold from productien
the proportionate share of such supervision charges
attributable to each non-consenting working interest, and
in addition thereto, the operator is hereby authorized to
withhold £rom production the proportionate share of actual
expenditures required £for cperating such well, not in
excess of what are reasonable, atiributable to each
non-consenting working interest.

(10) Any unsevered mineral interest shall be
considered a seven-eighths (7/8) working interest and a
one-eighth (1/8) royalty interest <£or +the purpose of
allocating costs and charges under the terms of this crder.

(11) Any well costs or charges which are to be paid
" out of production shall be withheld cnly from the working
interest's share of production, and no costs or charges

shall be withheld from production attributable to rovalty
interests. :

(12) All proceeds from production from the subject
well which are not disbursed for any reason shall
immediately be placed in escrow in Lea Ccunty, New Mexico,
to be paid to the true owner thereof upcn demand and proof
of ownership; the operator shall notify the Division of the
name and address cf said escrow agent within 30 days Irom

—~
E~

the date of first depcsit with said escrow agent.

(13) Should all parties to this forced pcoling reach
voluntary agreement subsequent to entry of this crder, this
order shall therearfter be of no further effect.

(14) The operator of the well and unit shall notify
the Director of the Division in writing of the subsequent
voluntary agreement of all parties subject to the forced
pooling provisions of this order.
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(15) Jurisdiction of this cause is retained fer the
entry of such further orders as the Division may deem
necessary. ;

DONE at Santa Fe, MNew Mexico, on the day.and year
hereinabove desigrated.

STPTE OF NEW MEXICO
CONSEPVATION DIV¢SION

’/1%4/"

. STAME¢S,
Dlrector






R DOYLE HARTMAN . -
Oil Operator

500 N. MAIN
P.O. BOX 10426
MIDLAND, TEXAS 79702

(915) 684-4011

January 6, 1986

CERTIFIED

Mr. R. Howard Olsen
Post Office Box 32279

.~ Phoenix, Arizona 85018

Re: Carlson lease
SE/4 SE/4 Section 23 and
SE/4 NE/4 Section 26
T-25-S, R-37-E
Lea County, New Mexico

Dear Mr., Olsen:

Reference is made to our various correspondence and conversations
wherein you agreed to sell 100% of your interest in the Carlson lease
located SE/4 SE/4 Section 23 and SE/4 NE/4 Section 26, T-25-5, R-37-E,
Iea County, New Mexico for $50,000.00.

As you know, based upon the assurance that a firm agreement to purchase
your interest in the Carlson lease had been reached, we proceeded with
our operations on the lease. However, since the final execution of the
sale had not been executed before the end of the year, and we felt like
another well needed to be drilled as soon as possible, we proceeded with
a force pooling hearing to pool the interest we have negotiated to
purchase from you so that we could drill the Carlscn Federal No. 5.

The campulsory pooling order has been granted, the Carlson Federal No. 5
has been drilled, and we are extremely anxious to finalize the purchase
by Doyle Hartman of 100% of your interest in the Carlson lease.

Please let us know how you would like to close this purchase so that we
can make all the final arrangements. :

Thank you for your prompt attention to this matter.
Very truly yours,
DOYLE HARTMAN

Q,)LL e Sictceo~—
('f)"/rx)
Ruth Sutton .
- Landman
RS/dr
: HARTMAN EXHIBIT 22



M. R. Howard  sen
January 6, 19y
Page 2

CC: Mr. Robert H. Strang

Atwood, Malone, Mann g Turner
Post Office Drawer 709

Roswell, New Mexico 88201 _
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EL PASO, TEXAS 79978
Natural Gas Company PHONE: 915-541-2600

@ EI Pasn P.O BOX 1432

February 28, 1986

NOTICE TO SELLERS

This notice is intended to advise you of certain recent devel-
opments in El Paso Natural Gas Company's ("El Paso'") interstate markets,
and of El Paso's plans to deal with the increased competition presented
by such developments. El Paso's projected sales for 1986 are expected to
decline by approximately 207 from the sale levels experienced in 1985,
due 1in large part to the decisions of El Paso's largest customers to
purchase low-cost "spot market" gas in lieu of El Paso's syéﬁem supply.
Moreover, with the continuing precipitous decline in o011l prices,
El Paso's projected 1986 sales are at risk of being diminished further
because approximately 307 of the remaining gas load on El Paso's system
is capable of switching to fuel oil consumption.

S
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Notice to Sellers -2 - February 28, 1986

In order to preserve its projected sales levels against loss to
alternate fuels and/or alternate sources of gas, El Paso has recently
taken action under its market-out clauses, where permitted, to reduce all
prices to $2.20 per MMBtu, plus taxes, thereby terminating the payment of
the higher market-out prices described in El Paso's letter of September
27, 1985 (received by most, though not all, of El Paso's sellers).
El Paso also intends to modify its production-scheduling procedures in a
manner that maximizes, to the extent practicable and legally permissible,

the purchases of gas from El Paso's lowest cost sources of supply.

I.

As 1s the case with the natural gas industry in general,
El Paso's market has eroded substantially since 198l. The market for
natural gas has declined for a number of reasons, including abundance of
cheap hydroelectric power, the activation of major nuclear power plants,
low levels of economic growth and the increase of conservation, In
addition, intense '"gas-vs.-gas" competition has developed among the
traditional pipeline suppliers to El Paso's two partial-requirements
customers in California (Southern California Gas Company ("SoCal') and
Pacific Gas & Electric Company ('"PGandE") who, together, make up 807 of
El Paso's market). Althoug‘h El Paso has been largely successful 1in
maintaining the competitiveness of its sales price with other traditional
long-term suppliers through market-out actions, contract renegotiations,

reductions in workforce and other stringent cost control and efficiency
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measures, El Paso's sales have nevertheless declined from approximately

3,450 MMcf per day in 1981 to approximately 2,400 MMcf per day in 1985.

Until 1985, El Paso's customers did not themselves purchase any
gas supplies from short-term non-dedicated sources. In mid-1985, how-
ever, the market environment changed radically. Beginning in March,
1985, on an experiﬁen;al basis, and expanding in July, 1985 to a truly
massive scale, SoCal began to displace El Paso's sales gas with low-cost
gas purchased on a "spot" basis. Since July, 1985, SoCal's spot pur-
chases have averaged about 680 MMcf per day. PGandE and Southwest G%s
Corporation (El Paso's third largest customer) alsoc each make substantial
spot gas purchases. The net wellhead price of spot market gas purchased
by El Paso's customers has declined from the range of $1.95 - $2.25 per
MMBtu (inclusive of taxes) in mid-1985 to the range of $1.45 - $1.70 per
MMBtu (inclusive ‘of taxes) in March, 1986. By comparison, El Paso's
equivalent wellhead weighted average cost of gas, inclusive of taxes, was
$2.64 per MMBtu in mid-1985, and $2.46 per MMBtu in late 1985 and early
1986. Against such competition, El1 Paso lost subst;ntial sales, This,

in turn, forced E1 Paso to reduce its takes of gas from its suppliers.

The massive displacement of El Paso's sales gas by spot market
gas 1s expected to continue in 1986. El Paso now projects that its 1986

sales will be approximately 1,910 MMcf per day, which represents a
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decline of approximately 207 from the average-day sales of 2,404 MMcf per

day in 1985.

In order to maintain this share of 1its customers' expected
purchases of long-term gas supplies, El Paso must remain competitive with
the traditional interstate pipeline suppliers: Transwestern Pilpeline
Company ("Transwestern") ‘and Pacific Gas Transmission (an affiliate of
PGandE). El Paso stands to lose up to 600 MMcf per day of sales unless
it keeps its sales rates within a range of the rates of these competitors

prescribed by the California Public Utilities Commission ("CPUC").

An additional and immediate threat to El Paso's projected 1986
sales is the potential that major end-user customers of SoCal and PGandE
will switch fuels and begin consuming fuel oil. 0il prices have Aropped
precipitously in recent weeks, to price levels not seen since 1979. As a
result, fuel o0il is now available at prices below El Paso's current sales
rates. In early February, 1986, SoCal narrowly averted the loss of some
600 MMcf per day of sales when an arrangement was worked out with certain
of its electric-generation customers to enable those end-users to con-
tinue to purchase and consume natural gas, rather than switch to fuel
0il. Much of this sales loss would have been borne by El Paso. 1In
approving the arrangement, however, the CPUC limited its term to a period
extending only through Maréh 19, 1986. At that time, the CPUC intends to

"re-examine market conditions" and review the "actions [that] SoCal's
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interstate'pipeline suppliers take to keep gas rates competitive with
declining alternate fuel prices.”" See CPUC Resolution G-2664, dated
February 11, 1986 (copy attached). The CPUC conveyed a clear message
that E1 Pasﬁ;é sales to California customers may suffer considerable
losses unless its rates are '"competitive with alternate fuel prices:"

By allowing this temporary deviation, we
are providing SoCal's long-term suppli-
ers with a ''grace period" in which to
react to the declining fuel o0il market
and adjust their commodity rates to
levels that are competitive with alter-
nate fuel prices. If they succeed, all
utilicy customers will ©benefit from
reduced gas prices. If the pipelines
cannot respond, however, some fuel
switching may result. Furthermore,
there is no reason for California
utilities to continue to commit to a 607
purchase level (a level this Commission
has never ratified) for long-term
supplies unless there is assurance that
such gas will be marketable to fuel
switching customers.

CPUC Resolution G-2664 at p. 2.
Unless E1l Paso's rates are ''competitive with alternate fuel

prices,"

El Paso stands to lose not only its share of the sales retained
as a result of the above-described arrangement, but also could lose
slgnificant additional sales as a result of other end-users switching to
lower-cost fuel o0il. El Paso estimates that its gas sales could decline
to approximately 1,350 MMcf per day if its prices are not competitive
with fuel oil prices. In fact, a substantial amount of sales have

already been 1lost, at 1least temporarily, as a direct result of the

decline in fuel o0il prices. PGandE has decreased its purchases of
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El Paso's gas by approximately 200 MMcf per day, in favor of purchases of

low-cost spot market gas, so as to avoid fuel switching.

II.

In order to maintain 1its presently-projected sales 1levels
against competition from other gas suppliers as well as alternate fuels,
El Paso must take immediate action to reduce its sales rates. El Paso's
primary means of accomplishing such reductions in the past has been to
decrease gas costs (which account for over 807 of El Paso's sales rate)
through market-out actions and contract renegotiations. In this in-
stance, El Pasq has determined to effect reductions in its gas costs by
again exercising its market—out rights. Alone, however, this further
market-out reduction would not be enough. Thus, El Paso also now intends
to reduce its gas costs by modifying its production-scheduling procedures
in a manner that maximizes, to the extent practicable, purchases of gas

from low-cost sources of supply.

1. Market-Out Action.

By letter dated September 27, 1985, malled to most of El Paso's
suppliers, El1 Paso exercised its market-out rights, where permitted, to
reduce prevailing prices to $2.20 per MMBtu, plus taxes. This letter
further provided, however, that in the event all of an individual sell-

'

er's contracts with El Paso contained broad market-sensitive pricing

provisions, then certain higher market-out prices would apply. These
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higher market-out prices ranged from $2.30 per MMBtu to $2.60 per MMBtu,
depending upon the area in which the gas 1is located. El Paso has now
determined that it is necessary and appropriate, under the existing gas
supply and market demand environment, to eliminate these higher market-
out prices and to establish a uniform market-out price equal to $2.20 per
MMBtu, plus taxes, effective March 1, 1986. The notices implementing

this action were mailed this week.

2. Modifications to Production Scheduling Procedures

In order to derive further gas-cost savings without a more
drastic market-out action, El Paso has also determined to modify dts
pro&uction-scheduling procedures. In past periods, El Paso attempted to
ratably apportion its market demand system-wide to all of its sellers.
This policy was predicated on El Paso's belief that no one segment of its
supplier community should bear a disproportionate share of the depressed
market demand, and its belief that the combination of state conservation
laws and regulations, contractual provisions and operational constraints

precluded a more aggressive least-cost scheduling program.

Recent judicial decisions, however, constrict El Paso's ability

to apportion its market demand in the manner historically followed. 1In

Transcontinental Gas Pipe Line Corporation v. State 0il & Gas Board, No.

84-1076 (January 22, 1985), the Supreme Court of the United States

overturned an attempt by a state to regulate the purchasing practices of
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an interstate pipeline. This decision brings into question the validity
of many state conservation laws and regulations, insnofar as they require
interstate pipelines to take gas without regard to cost or market conse-

quences. In Office of Consumers' Counsel v. Federal Energy Regulatory

Commission, No. 84-1099 (February 4, 1986), the District Court of Colum-
bia Circuit Court of Appeals remanded a FERC order respecting an inter-
state pipeline's purchasing practices, holding, inter alia, that FERC
must consider anew the qu;stion of whether the pipeline's failure to
schedule production on the basis of price was an "abuse" under NGPA
§ 601(c)(2) or "imprudent" under Section 5 of the Natural Gas Act. CPUC
Resolution G-2664 and the increasingly unstable gas market, taken to-
gether with the uncertainty created by these judicial decisions, clearly
dictate that El Paso modify its scheduling practices so as to reduce gas

costs.

Under its new production-scheduling procedures, E1l Paso expects
that it will continue to purchase, without curtailment, its "nonswing"
supplies (i.e., gas produced in association with o0il and gas produced
from hardship or emergency wells). El Paso's remaining sources of
supplies will be purchased at varying load factors, depending on average
cost of each source of supply and operational considerations. However,
El Paso presently anticipates that it will continue to purchase "swing"

gas supplies on a ratable basis within discrete common sources of supply.
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111,

El Paso is hopeful that the above~described actions will permit
it to achieve its projected sales ievels for 1986. These actions may not
be enough, however. If El Paso's price becomes noncompetitive (as that
term may eventually be defined by the CPUC) with other gas supplies or
with alternative fuels, E1l Paso may be forced to take more drastic ﬁrice
actions or to make further modifications to 1ts production-scheduling
procedures. We will strive to keep you informed if such actions become
necessary.

Very truly yours,
EL PASO NATURAL GAS COMPANY

Clonfo R

Charles R. Jack
Vice President
Attachment
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e DOYLE HARTMAN
Oil Operator

500 N. MAIN
P.O. BOX 10426

MIDLAND. TEXAS 79702

(915) 684-4011

March 3, 1986 ... iz

0il Conservation Cammission
P. O. Box 2088

Santa Fe, N.M. 87501

Attention: Mr. R.L. Stamets

Gentlemen:

A substantial number of Doyle Hartman's wells in Lea County, New Mexico
have been shut in by El Paso Natural Gas Campany.

As Hartman is in the proceés of filing a lawsuit against El Paso, we
would like to request suspension of calculations for classification or
adjustments to the over/under production status on our wells. Once a
restraining order is issued against El Paso, we will be able to resume
normal production of our wells.

Very truly yours,
DOYLE HARTMAN

rasgut 7

Margaret Young
Contract Analyst

/ry

ccC:

Mr. Harold Swain
Mr. Robert Strand
Mr. Wm. F. Carr

Mr.
Mr.

Wm. P. Aycock
Daniel S. Nutter

HARTMAN EXHIBIT 24
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AR E El PaSD P. 0. 8OX 1492

CHARLES R. JACK, VICE PRESIDENT '.’

CMay 29,1986 0T

NOTICE TO SELLERS

This Notice is intended to advise you of certain recent devel-
opments affecﬁing El Paso Natural Gas Company ("E1l Paso") and of the
resulting effects on El Paso's relationships with those from whom it

purchases gas.

- I.

As a federally-regulated interététe natural gas pipeline
company, El Paso has a legal duty to provide service to its customers at
the 1lowest reasonable raté consistent with maintenance of adequate
service. This duty, as declared by the Federal Energy Regulatory Commis-
sion ("FERC") and the federal courts, encompasses a continuing obligation
to minimize all costs, including the cost of purchased gas, in a reason-
able and prudent manner and with due regard for the marketability of the
gas being purchased. El Paso's gas purchase agreements are specifically
subject to applicabie federal laws, orders and regulations.

During the month of May, 1986, in the discharge of its
federally-imposed obligations, El Paso has scheduled ics takes from the
lowest—cost "s;ing" pools, after taking gas from all "nomnswing" sources.
As used throughout this Notice, the terms '"nonswing gas" and "nonswing
sources" include: (1) hardship or emergency gas; (2) casinghead or

- associated gas; (3) residue gas; (4) certain downhole commingled gas;
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(5) gas recelved at central p01nts of dellvery and wnlch lncludes c351ng-

head or hardshlp gas; and (6) gas taken pursuant to certain contractual
minimum physical take provisions. The term "swing gas," as used in this
Notice, refers to all gas other than '"nonswing gas."

You are hereby notified that, in continuing discharge of its
duties under federal law, commencing June 1, 1986, and thereafter until
further notice, El Paso will extend least-cost scheduling to nonswing
sources. ELl Paso will rank each source of supply by its weighted average
cost of gas ("WACOG") apd, subject to operational and facility con-
straints, will schedule gas sequentially from lower-cost to higher-cost
sources, including both swing and nonswing sources, to satisfy the demand
for gas from El Paso's system supply.

For June, 1986, El1 Paso believes that szles volumes above
950 BBtu/day cannot be forecast reliably as a btasis for production
scheduling on a least-cost basis. Given this marke:z, El Paso does not
expect to take gas from any source for which the WACCG exceeds $1.50 per
MMBtu, inclusive of taxes. As a result, significant volumes of nonswing
gas would not be purchased by El Paso under its existing contracts during
June because of least-cost scheduling.

El Paso does not desire to precipitate the hardships which
might otherwise result from shutting-in these sources. Therefore, during
June, 1986, and thereafter until further notice, EL Paso will accept
without interruption (subject to sufficient market demand) your tender
and delivery of such nonswing gas at existing receipt points. Where

noﬁswing Natural Gas Act ("NGA") gas is sold to El Pasc under a FERC rate



schedule, E1 Paso,willrpéy tg;’;ééliéﬁbie filed rate. Noéé;i;g Natﬁral_
Gas Policy Act ("NGPA") gas will be taken only at a p;iéé_wéi;h fits
within least-cost scheduling. Therefore, the amount El Paso will pay for
nonswing NGPA gas iIn June, 1986, will be $1.50 per MMBtu, inclusive of
taxes. The same oﬁerating terms and conditions set forth in the perti-
nent gas purchase agreement will be utilized by E1l Paso in connection
with these purchases.

The price which E1 Paso can pay for nonswing NGPA gas during
periods subsequent to June, 1986 may be higher or lower, depending on
changes in market conditions.. El Paso will notify its sellers of such
gas éf any changes prior to the beginning of the applicable month. An
affected seller may choose to shut-in its gas rather thén sell at the
above—described price. In offering to take nonswing NGPA gas at a price
which fits 1least-cost scheduling, El Paso 1is accommodating both its
federal duties and the policies wunderlying state conservation laws.
El Paso does not, however, concede a contractual or statutory duty under-
lying this offer.

E1l Paso will not accept gas except in accordance with the
production schedule developed to match least-cost sources with available
markets. Gas delivered to El Paso in disregard of El Paso's production
schedule will be deemed to have been delivered at a sales price equal to
the FERC minimum rate of 32.1 cents per MMBtu, inclusive of taxes.

El Paso notes that the production scheduling practices set
forth herein will be applicable during  June, 1986, and may continue

beyond that date. Further changes may be dictated by future events,



;

ay profoundly

however. In particular, péﬁdiﬁérfégulatory pfocgédiﬁgs;m

affect E1 faéo éﬁd all its sellers, and may dictate further revisions in

El Paso's production scheduling practices.

II.

Heretofore, by notices dated September 27, 1985 and
February 28, 1986, copies of which are appended hereto and made a par;
hereof for all purposes, E1l Paso has described certain causes not reason-
ably within its control which cumulatively threaten El Paso's continuing
ability to perform its obligations under many of ité gas purchase con-

tracts. |
- El Paso must now give notice that, since its last notice of
— February 28, 1986, there have been further events, occurrences, and
governmental and court orders, none of which are or have been reasonably
within the control of E1 Paso, and which, singly and collectively, and
operating together with the events, occurrences and governmental orders

previously described by E1l Paso in the attached Nctices, constitute

events of force majeure under El1 Paso's gas purchase agreements and

excuse El Paso from performing its take obligations under certain of its
gas purchase agreements. El Paso also hereby notifies you that its
performance under the terms of many of its gas purchase agreements has
been rendered commercially impracticable within the meaning of applicable
state statutes, and under the common law doctrines of impossibility of
performance and frustration of purpose. Among these recent events,

occurrences and orders are the following:
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' ""The decision in Office of Consumers' Counsel v. .

- FERC, .No.284-1099-(D.C.C.A.). (referred to on .p.-8=

of El Paso's February 28th notice) has become
final. The parties to that case have announced
that rehearing or Supreme Court review will not be
sought.

El Paso's gas markets are under intense pressure
as a consequence of the recent, drastic reduction
in prices for residual fuel oil. The price of gas
over E1 Paso's system must be competitive with the
prices of alternate fuels available to utility and
industrial markets 1f these markets are to be
retained.

Beginning in April, 1986, El Paso's second largest
customer, Pacific Gas and Electric Company
("PGandE"), reduced purchases from El Paso by 80
million Mcf per day, with PGandE then buying these
volumes from its wholly-owned affiliate, Pacific
Gas Transmission Company and its Canadian suppli-
ers at spot prices.

On March 19, 1986, the Public Utilities Commission
of the State of California ("'CPUC") in Decision
86-03-057 announced a mnew and fundamentally
altered regulatory framework for the California
gas utilities which comprise approximately 807 of
El Paso's total market. The CPUC also proposed
for comment a number of regulatory changes which,
if adopted, will significantly alter the manner in
which natural gas 1is marketed in the State of
California.

Transwestern Pipeline Company made filings with
the FERC which not only produced a decrease in
Transwestern's commodity sales rate in California
from $2.87 per dekatherm to $2.51 per dekatherm,
effective April 1, 1986, but which also sought
authorization from the FERC to permit Transwestermn
to adjust its rates, at its discretion, by giving
only a one-day notice. Transwestern may use this
authority to further reduce the purchased gas
component of its California sales rate, upon
one—-day prior notice, to permit it to gain compet-
itive advantage over other suppliers, including
El Paso. By orders issued March 28 and 31, 1986,
FERC gave the requested authorizations and ap-
provals to be effective April 1, 1986.
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-~ The FERC has" refused~to~grant—EI~Paso’s“request = —— -
o Eos == —-for=immediate~authorizationito-discountzselective~

ly its sales rates to meet price competitiom from
fuel o0il and other gas supplies. El Paso is
seeking a rehearing, but the FERC has not yet
acted on this request.

-— The restructuring of El Paso's markets and opera-
tions dictated by recent FERC Order Nos. 380 and
436 et seq., and the proposed rules advanced by
the Department of Energy in FERC Docket No. RM86-3
(ceiling prices; old gas pricing structure and .
block billing) have continued to create market
uncertainty and market loss. Order Nos. 380 et
seq., were affirmed on appeal by the United States
Court of Appeals for the District of Columbia
Circuit and petitions for writ of certiorari were
recently denied by the Supreme Court of the United
States. Order Nos. 436 et seq., are now on appeal
in the United States Court of Appeals. for the
Distriect of Columbia. The impact and legality of
this latter series of orders will not be finally
determined for- an indefinite period into the
future.

- Warmer than normal winter and spring temperatures
in El Paso's market area, together with higher
than normal precipitation (giving rise to avail-
ability of abundant supplies of very low-cost
hydroelectric power) and the start-up of new
nuclear-power facilities, have greatly diminished
total gas demand in El1 Paso's principal markets.
The portion of such lost market demand occasioned
by the start-up of nuclear-power facilities is
permanent.

These even;s, occurrences and orders have had a significant,
adverse impact on El Paso's ability to market the gas committed to it
under gas purchase agreements. During Janpary through April, 1986,
El Paso sales averaged only 1.5 Bcf/day. By comparison, El Paso's sales
in 1985 were approximately 2.45 Bcf/day. Gas available to El1 Paso for
purchase under existing gas purchase agreements during 1986 is approxi-

mately 3.5 Bef/day.
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El Paso has continued to exercise due diligence in its £

orts

to overcome the consequences of these
things, El Paso has:

- On April 1, 1986, extended its Spot Market Release
Gas Program to sellers in the San Juan Basin in
order to provide them alternate market opportuni-
ties using El Pasoc as an open access transporter.
This program is now available to all sellers of
NGPA gas to El1 Paso.

- On May 9, 1986, filed an application with the FERC
to secure appropriate blanket abandonment and
certificate authorizations so that sellers of all
vintages of gas might have access to the natural
gas spot market through El Paso's open access
transportation system.

— Participated in every FERC and CPUC proceeding
affecting, or potentially affecting, E1 Paso's
market and operation to seek modifications or
rejection of regulatory changes which preclude
El Paso from performing under its gas purchase
agreements.

_— On February 28, 1986, filed a PGA reduction of
38.74¢ per MMBtu. ‘

—~ Filed an Offer of Settlement in Docket No. RP86-45

to seek FERC approval of El Paso's open access
tariff and rates.

El Paso pledges its continuing efforts to pursue every reason-
able opportunity to protect and expand the market which it has tradition-
ally provided for sellers to the El Paso system, and to remedy the force
majeure events herein noticed with all reasonable dispatch. Every effort
will be made to provide alternate market opportunities for all sellers
during this period of time when El Paso is excused from performance of

take obligations in certain of its gas purchase agreements. In particu-

lar, any seller desiring to obtain a rTelease from its commitment to




}
El Paso, whether pefmanent or temporary, total or partial,

granted expeditious consideration.

III.
This Notice shall further serve to notify those sellers whose
contracts with E1l Paso. (1) cover any nonswing gas supplies (as defined

herein) and (2) contain an Alternate Price or "marker-out" clause exer-

cisable at this time, that El Paso, acting in good faith and in accor-

dance with prudent business practices, has determined that its gas supply

and market demand environment indicates a 30wnward change in_the value to
E1l Paso of all such nonswing gas for which the current price exceeds
$1.50 per MMBtu, inclusive of “state severance taxes" (as defined in NGPA
§ 110(c)) and any other applicable adjustments or add-ons. Accordingly,
El Paso hereby notifies those sellers of its decision to change the price
or prices otherwise payable for such nonswing gas under such contracts to
an Alternate Price equal to $1.50 per MMBtu, inclusive of taxes and any
other applicable adjustments or add-ons. Said Alternate Price shall
become effective for all sales of nonswing gas from and after June 1,
1986, and, subject to the terms and provisions of such contracts, shall

continue until further notice from E1 Paso.

Iv.
El Paso sincerely hopes that all its sellers understand that

the measures described herein are necessary and reasonable respomses to

the prevailing conditions. El Paso urges all its sellers whose gas
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cannot and will not be taken under the current operating .and market.

conditions to aQaii thémseivegi-éf maxigﬁnl p#rticipation in El1 Paso's
ongoing Spot Market Release Program. El Paso further asks that all its
sellers support El Paso's requested broadening of the Program to include
NGA gas.

In the event you have any questions concerning the implementai
tion of the purchasing practices described herein, you may call El Paso's
Gas Purchases Department at (915)541-5408.

-Very truly yours,

M@é«dd
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FIFTR JUDICIAL DISTRICT COURT

COUNTY OF LEA o SRR

STATE OF NEW MEXICO

cf K24 o2
DOYLE HARTMAN, an individual,

Plaintiff,

EL PASO NATURAL GAS COMPANY,

)
)
)
)
vs. ) No. CV-86-369(J)
)
)
a2 Delaware corporation, )

)

)

Defendant.

PERMANENT INJUNCTION

In his Complaint, as amended, Plaintiff sought monetary
damages caused by Defendant's past breach of the ratakle take
clauvses of certain natural gas purchase contracts. Plaintiff
also sought injunctive relief to prevent Defendant's breach of
such ratable take clauses in the future.

During the discovery phase of this case, the parties entered
into a Stipulation and Agreement Governing Undisputed Contract
Coverage which identifies the contracts and wells at issue in
this proceecding the Contract Stipulation). 2 copy of the
Contract Stipulation is attached hereto as Exhibit "A." Further,
éduring the disccvery phase of this case, the parties entered into
a Stipulation Governing Contract Clauses which identifies five

(5) particular ratable take clauses at issue and identifies the

various contracts containing each such clause (the "Contract
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Clause Stipulation"). A copy of the Contract Clause Stipulation
was introduced at trial of this matter as Plaintiff's Exhibit 75
and is attached hereto as Exhibit "B."

Further, during the discovery phase of this case, the
parties entered intc a Stipulation Concerning Discovery Matters,
the Status of Certain Claims and Establishing Certain Schedules
in this Litigation -~ one aspect of which governs the procedures
and mechanics of Plaintiff's claim for injunctive relief (the
"Injunction Stipulation"). A copy of the Injunction Stipulation
is attached hereto as Exhibit "C."™ Paragraph 3(B)(6) of the

Injunction Stipulation provides as follows:

Injunctive Relief. In lieu of seeking future

damages, Plaintiff will request entry of an injunctive
order requiring Defendant tc honor the contracts for
the remaining term thereof. Defendant maintains the
right to contest whether a breach has occurred justi-
fying the entry of such order and further maintains the
right to assert on appeal the applicability of all its
asserted defenses. Defendant does not concede that the
granting of an injunctien would not cause it unreason-
able hardship, nor does Defendant concede that granting
an 1injunction would not violate public policy.
Defendant, accordingly, reserves the right to assert
these matters as a defense to granting an injunction.
Defencdant will not, however, assert at trial or on
arpeal that Plaintiff has an adeguate remedy at law in

the form of monetary cdamages nor will Defendant assert



that a permanent injunction should not issue because
Plaintiff will not be irreparably injured. Defendant
shall not be precluded from presenting a request for
relief because of future events which are grounds to
modify any injunction which may be issued.

On December 1, 1986, jury trial commenced on the damage
portion of Plaintiff's Complaint, as amended. On December 19,
1986, the jury returned its verdict in favor of Plaintiff in the
amount of Two Million One Hundred Fifty-three thousand Dollars
($2,153,000) in compensatory damage and One Million Eighty
thousand Dollars ($1,080,000) in punitive damages.

In light of the jury verdict and in consideration of the
Injunction Stipulation between the parties, the Court recuested
the parties to submit a summary of their respective positions
relative to injunctive relief, and supporting authorities
therefor.

The Court, having considered the adcéitional tendered
evidence of Defendant and the objections of Plaintiff to such
tender, and the Court considering such tender as if it were
evidence in this matter and considering the argument and authori-
ties of the parties on the issue of injunctive relief, finds and
concludes as follows:

FINDINGS OF FACT

1. Plaintiff Doyle Hartman is an individual who is a
resident of the State of Texas and who is authorized to do and is
doing business in the State of New Mexico.

2. Defendant El1 Paso Natural Gas Company 1is a Delaware



corporation, the principal place of business of which is in the
State of Texas and which is authorized to do and is doing
business in the State of New Mexico.

3. Plaintiff engages in the business of exploring for,
producing and selling natural gas in the State of New Mexico,
principally in Lea and Eddy Counties, New Mexico. Plaintiff owns
interests in several natural gas properties in Lea and Eddy
Counties, New Mexico, the production from which is to be sold at
the wellhead, pursuant to written natural gas purchase contracts.

4. Defendant engages in the business of purchasing natural
gas at the wellhead as well as at the tailgate of certain
processing plants in the State of New Mexico and transporting
most of such gas for resale outside of the State of New Mexico.

5. Plaintiff owns interests in and operates several
natural gas properties in Lea and Ed¢y Counties, New Mexico, the
production of which is sold to Defencant, pursuant to certain
natural gas purchase contracts. Certain of such contracts relate
to the sale of gas from natural gas wells ("dry gas"), while
others relate to the sale of casinghead gas procduced from oil
wells ("oil-well casinghead gas"), and others relate to the szale
of casinghead gas from gas wells completed in oil pools ("cas-
well casinghead gas"), as defined by the rules and regulations of
the 0il Conservation Division of the Department of Energy and
Minerals of the State of Kew Mexice.

6. As the presiding juége in the trial of this case toc a
jury, the Court has heard all relevant and rmaterial evidence

presented on the issues raised, including the issues involved in



the requested injunctive relief.

7. The Court has examined the Injunction Stipulation
between the parties and'finds that the terms of such Stipulation
have eliminated certain issues from this injunction proceeding.

8. The Injunction Stipulation provides that Defendant
maintains the right to contest whether a2 breach (of contract) has
occurred. (Injunction Stipulation, paragraph 3(B)(6) at p. 6).
The Court, on the basis of the jury verdict, as well as its own
examination of the evidence at trial, finds that Defendant has in
fact breached the ratable take clauses of the contracts at issue
and, on the basis of Defendant's statements and purchasing
pclicies, has threatened to continue such conduct in the future.

9. The Injunction Stipulation provides that Defendant
maintains thevright to assert that the granting of such injunc-
tion would cause it unreascnable hardship. The Court, having
previously considered Defendant's hardship claims and having
considered the evidence at trial, finds that Defendant will not

suffer unreasonable hardship as a result of

rt

his permarent

injunction.

t

10. The Injunction Stipulation provides that Defendant

(@]

maintains the right t

(o}
ct
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that the grantinc of an injunction
would violate public policv. The Court, having previcusly
considered Defendant's public policy claims ané having consicered

the evidence presented at trial, finds that public pclicy is not

violated, but is rather fostered and emhanced, by the issuance of



this permanent injunction.

11. Defendant has stipulated and the Court finds, based on
the evidence presented, that Plaintiff has no adeguate remedy at
law with respect to the Defendant's potential breach of contract
in the future.

12. Defendant has stipulated and the Court finds, based
further on the evidence presented, that Plaintiff will be
irreparably injured unless a permanent injunction is issuegd
herein. |

13. With respect to the Type 1 Ratable Take Clause (illus-
trated in Exhibit A to Plaintiff's Exhibit B, attached hereto),
Defendant is obligated to take Plaintiff's cas ratably with the
maximum production from any allocation unit (including oil-well
casinghead, gas-well casinghead, and dry-gas allocation units)
connected to Defendant's system in Lea County, and to pay for

such gas at the prices specified in the contracts:

A. Ratability, for purposes of this clause, means
that Defendant is obligated to take Plaintiff's prorated gas
proportionately as measured by deliverability, up to
allowable limits, as compared to the maximum production from
any allocation unit connected to its system in Lea County.
"Allowable limits" within the meaning of this ratable take
provision includes the provisions of the New Mexico Oil
Conservation Division's General Rules and Regulations for
the Prorat=déd Gas Pools of New Mexico for moenthly allowables

and for shut-in of wells due tc overproduction.



B. Under this clause, Defendant is obligated to
take Plaintiff's non-prorated gas (i.e., gas from marginal
wells or from wells in non-prorated pools) at full delivera-
bility.

C. For purposes of this clause allocation unit
means both a gas well allocation unit and an oil well
allocation unit. Allocation units are the same as proration
units.

D. Ratability is tc be determined and balanced
within two months of the entry of this Order and thereafter
on a month-to-month basis.

14, With respect to the Type 2 Ratable Take Clause (illus-
trated in Exhibit B to Plaintiff's Exhibit B, attached hereto),
Defendant is obligated to take Plaintiff's gas ratably with the
maximum production from any "gas well" (as defined@ by the New
Mexico 0il Conservation livision) connected to defendant's system
in Lea County, and to pay for such gas at the prices specified in
the contracts:

E. Ratability, for purposes of this clause, means
that Defendant is obligated to take Plaintiff's prorated gas
proportionately as measured by deliverability, up to
allowable limits, as compared to the maximum production from
any gas well (including gas-well casinchead and dry gas)
connected to its system in Lea County. "2llowable limits"
shall encompass the provisions of the New Mexico O0il
Conservation Division's General Rules anc¢ Regulations for

the Prorated Gas Pools of New Mexico for monthly allowables



and for shut-in of wells due to overproduction.

B. Under this clause, Defendant is obligated to
take Plaintiff's non-prorated gas (i.e., gas from marginal
wells or from wells in non-prorated pools) at full delivera-
bility.

c. Ratability is to be determined and balanced
within two months after the entry of this Order and there-

after on a month-to-month basis.

15. With respect to the Type 3 Ratable Take Clause (illus-

trated in Exhibit C to Plaintiff's Exhibit B, attached hereto),

Defendant is obligated to take Plaintiff's gas ratably with the

maximum production of gas from any gas well completed in the same

reservoir, whether such other wells are connected to Defendant's

system or to the system of another purchaser, and to pay for such

gas at the prices specified in the contracts:

A. Ratability, for purposes of this clause, means
that Defendant is obligated to take Plaintiff's prorated gas
proportionately as measured by deliverability, up to
allowable limits, as compared to the maximum production of
gas from any gas well completed in the same reservolr.
"Allowable limits" shall encompass the provisions of the New
Mexico O0il Conservation Division's General Rules and
Regulations for the Prorated Gas Pools cf New Mexice for
monthly allowables and for shut-in of wells due to over-
production,

B. Under this clause, Defendant is obligated to

take Plaintiff's non-prorated gas (i.e., gas from marginal



wells or from wells in non-prorated pools) at full delivera-

bility.

C. Ratability under this clause 1is to be
examined in comparison to any well completed in the same
reservoir, regardless of whether Defendant or some other
entity is the purchaser thereof and regardless of whether
such well is connected to Defendant's system or to the
system of another purchaser.

D. Ratability is to be determined and balanced
within two months after the entry of this Order and there-
after on a month-to-month basis.

16. With respect to the Type 4 Ratable Take Clause (illus-
trated in Exhibit D to Plaintiff's Exhibit B, attached hereto),
Defendant is obligated to take and pay for Plaintiff's gas as
follows:

A. In the same proportion that Defendant is purchasing
the allowable limits from any other gas well completed in
the same field or reservoir, it is obligated to purchase the
allowable limits from Plaintiff's prorated gas wells.
"Allowable limits" shall encompass the provisions of the New
Mexico ©0il Conservation Division's General Rules and
Regulations for Prorated Gas Pools of New Mexico for monthly
allowables and for shut-in of wells due to cverproducticen.

B. Uncder this clause, Defendant is obligated to
purchase Plaintiff's non-prorated gas (i.e., gas produced
from marginal wells or wells in non-prorated pools) at full

deliverability.



C. Ratability, under this clause 1is to be
determined and balanced within two months after the entry of
this Order and thereafter on a month-to-month basis.

17. The Type 5 Ratable Take Clause (illustrated in Exhibit
E to Plaintiff's Exhibit B, attached hereto) is not, in fact, a
ratable take clause, but instead obligates Defendant to take all
of Plaintiff's gas under the designated contracts. For purposes
of this clause, Defendant is obligated to purchase all of the gas
under the referenced contracts, up to allowable limits. "Allow-
able limits" shall encompass the provisions of the New Mexico 0il
Conservation Division's General Rules and Regulations for the
Prorated Gas Pools of New Mexico for monthly allowables and for
shut-in wells due to overproduction.

1§. On the basis of the evidence presented at trial, the
allowable limits designated by regulatory authority for prorated
pools (which allowable limits affect Defendant's ratable take
obligations under the Contracts) are in whole or part, a function
of the prior purchasing practices of the Defendant. As such, the
allowable limits are totally within the discretion and control of
Defendant and therefore subject to manipulation by Defendant,
particularly within those pocols where Defendant is the dominant
purchaser, such as the Jalmat Pocl. Defendant, by reducing or
eliminating its purchases from the Jalmat Pool or from all of Lea
County, will effectively ciminish or reduce to zeroc the monthly
allowables and thereby affect the allowable limits applicable to

Plaintiff's prorated wells.

-10-



19. On the basis of evidence presented at trial, Defendant
has manipulated the nomination and proration system of the State
of New Mexico and, accordingly, has manipulated the monthly
allowables which directly affect the allowable limits and the
determination of ratable take obligations under the Contracts at
issue.

20. The emergence of the so-called "spot market"™ and
Defendant's practice of submitting joint nominations for both E1l
Paso Natural Gas and El Paso Gas Marketing Company, without
designation of the purchases to be made by either such company,
together with Defendant's manipulation of the nomination and
proration system, lead the Court to believe that the monthly
allowables resulting from such system have guestionable reli-
ability as a basis for determining the limitation on Defendant's
ratable take obligations under the Contracts at issue.

21. Ratable take provisions are designed to protect two
interests of Plaintiff. First, where the ratable take obliga-
tions are limited to a reservoir, a principal purpose of the
clause is to protect against the drainage of Flaintiff's gas by
other producers in the same reservoir. Second, ratable take
clauses are designed to insure that each producer within the same
reservoir or within the area covered by such & clause is able to
produce and sell his proporticnate share of the gas in the
reservoir involved.

22. In Southeast New Mexico, Defendant has in the past
taken and contemplates taking in the future, full deliverability

of natural gas produced from o0il wells ("oil-well casinghead
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gas") and natural gas produced from gas wells located in oil
pools ("gas-well casinghead gas”) up to the allowable limits
established by Section G, (0il Proration and Allocation) of the
New Mexico 0il Conservation Division's Rules and Regulations.
For the bulk of such casinghead gas the 0CD, through Rules 505,
506 and the special pool rules for the Jalmat and Eumont Pools,
has established an allowable limit of 800 mcf per day per 40-acre
allocation unit on production from such casinghead wells.

23. RAs a general rule, in the prorated gas pools 1in
Southeast New Mexico, including Jalmat and Eumont gas pools,
natural gas produced from o0il wells is produced from the same
common source of supply as dry gas produced by Plaintiff under
the contracts at issue in this case.

24. Defendant has engaged in discriminatory and preferen-
tial marketing practices in an effort to favor its affiliate
producers.

25. Defendant has violated and breached its duty to act in
good faith and to observe reasonable commercial standards of fair
dealing, thus destroying or injuring Plaintiff's right to receive
the full fruits of these contracts.

26. Defendant's discriminatory and preferential purchasing
and marketing practices are in violation and breach of the
contracts.

27. Defendant's violation and breach of the contracts, its
failure to nominate in good faith and to take sufficient guan-
tities of gas from the pools in which the wells are located so as

to fulfill the terms of the contracts, and its discriminatory and
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preferential practices are in bad faith or in wanton disregard of
Plaintiff's contractual rights.

28. Defendant's statements and purchasing policies indicate
that a substantial portion of Plaintiff's historical daily
producing volumes may not be returned to production for an
indefinite period of time.

29. Defendant's obligation to perform under these contracts
extends for several more years.

30, If these breaches continue, Plaintiff will be irrep-
arably harmed. Approximately ninety-two percent (92%) of
Plaintiff's gas production is subject to his contracts with
Defendant. Ninety-five percent (95%) of Plaintiff's income is
derived from Lea County. Due to Defendant's shut-in of his wells
and reduction in his revenues, Plaintiff has not been able to
acguire new reserves, or develop leases owned by him and subject
to the contracts. Because of Defendant's ongcoing breach of its
contracts with him, Plaintiff will continue to suffer a substan-
tial loss of revenue, inhibiting his present and future ability
to explore for, produce and sell natural gas.

31. Defendant's net worth, as of December 31, 1985, was one
billion sixty-nine million two hundred fifty-eight thousand
dollars (S1,069,258,000).

32, Defendant's net operating earnings for its gas pipeline
operations in 1985 were three hundred fifty-nine million six
hundred twenty-three thousand dollars ($359,623,000).

33. Defendant's net worth, as of June 30, 1986, was one

-13-



billion one hundred forty million three hundred thousand dollars
($1,140,300,000).

34. Defendant's net operating earnings for its gas pipeline
operations for the first three-guarters of 1986 were two hundred
thirty-five million five hundred fifty-six thousand dollars
($235,556,000). |

35. This Permanent Injunction does not impose an undue
burden on the Court with respect to monitoring Defendant's
compliance herewith, but rather provides the Court with an
objective ascertainable standard by which to monitor Defendant's

conduct.

CONCLUSIONS OF LAW

1. This Court has jurisdiction over the parties and the

subject matter of this action.

2. Venue is proper in this Court.

3. Defendant's defenses of federal duty, force majeure,
commercial impracticability or frustration of purpose, public
policv, state regulation and regulation of flow do not excuse its
failure to perform fully under the casinghead and cas well
contracts.

4. Defendant presently is not fully performing under these
contracts and has clearly and unequivocally expressed its
intention not to perform fully in the foreseeable future.

5. Defendant's failure to perform fully under these
contracts substantially impairs the value of these contracts to
Plaintiff.

6. Because Defendant continues to breach its contracts



with Plaintiff, Plaintiff has no adequate remedy at law.

A. Defendant's breach of its contracts with Plaintiff
is of a continuous nature, between the same parties, and
involving the same issues of law and fact, the constant
recurrence of which renders a remedy at law inadequate,
except by a multiplicity of lawsuits.

B. Plaintiff's business of exploring for, producing
and selling natural gas will be irreparably injured if
Defendant continues to breach its contracts with Plaintiff,
If Plaintiff were required continuously to seek an award of
damages, the measurement of which is difficult to ascertain,
a damage award would come too late to save his business.

7. The weighing of the equities supports the issuance of
an injunction in Plaintiff's favor.

A. Plaintiff will experience more hardship if the
injunction is denied than Defendant will suffer if the
injunction is permitted.

B. Defendant has acted in bad faith or in wanton
disregard of Plaintiff's contractual rights, engaging in
discriminatcry and preferential marketing and purchasing
practices and in the manipulation of nomination and prora-
tion scheduling by its failure under the Contracts to take
gas in good faith; eguity dictates that fzirness, Jjustice
and right dealing should dominate all commercial transac-
tions and practices.

8. Public policy and consideration of the relative

hardship to the parties weigh in favor of granting this permanent
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injunction.

9. This Permanent ;njgnction does not impose an undue
burden on the Court with respect to monitoring Defendant's
compliance herewith, but rather provides the Court with an
objective ascertainable standard by which to monitor Defendant's
conduct.

10. Plaintiff is entitled to a permanent injunction,
compelling Defendant's performance under the terms of the

contracts as follows:

A. Dry Gas wells - Pursuant to all contracts,

Defendant must pay for such gas at the contract price
specified in the contracts and must take Flaintiff's gas
from existing and future wells drilled on properties owned
by Plaintiff and subject to such contracts, in the maximum
proportion of deliverability that gas is being produced
within the terms of the applicable ratable take provisions
(Findings Nos. 13-17). The "takes" of gas shall be as

follows:

1. Marginal and Non Marginal Wells in Pools Presently

Classified as Prorated.

a. Defendant shall take at all times if made avail-
able by Plaintiff, each well's proportionate
producing ability (deliverability), as defined in
102 above, with the only acceptable reasons for
well shut-ins being:

(1.) An order or directive of the New Mexico 0il

Conservation Division reguiring shut-in of

-16-



production for prorated gas wells, because of
production in excess of allowable limits
(overnﬁrodﬁction), if any, prescribed by the
Division's General Rules and Regulations for
the Prorated Gas Pools of New Mexico.

(2.) Emergency or reasonably necessary short-term
plant repairs or line maintenance.

(3.) In the event a prorated pool, for any reason
becomes non-prorated, or proretion is
suspended for any period of time, then during
such time Defendant's required takes shzll be
besed on the provisions of 1JA. thrcugh 10a
l.a.(1.) and (2.) above.

Defendant shall receive a credit against dry gas

tzkes from non marginal wells in pools presently

classified as prorated for the Jjury award of
$2,153,000 in compensatcry damegce. The amount of
this credit shall be computed based on the ratio
of the gross allowable'underages accumulated at
the time of trial (to the extent subseguently
taken by Defendant) to the grcss volume of ges
utilized in computing the ncn-ratable take damages
scught by Plaintiff at trial, such ratio being
rultiplied times the jury award for compensatory
Camages. This credit shcould be civen to Defencdant.

at the time of its payment of the jury verdict.
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2. Wells in Pools Presentlv Classified as Non-Prorated -As

to the South Empire State well which is located in
Empire-Morrow South, a non-prorated pool, or any other
applicable non-prorated well, Defendant shall take the
same volume of gas on a monthly basis from that well as
the maximum gas taken from any other well in such pool,
regardless of whether such other well is connected to
Defendant's gathering system or to the system of
another purchaser.

3. Plaintiff will be responsible for the determination
under 10A above, of the maximum gas being produced
within the terms of the applicable ratable take
provisions (Findings Nos. 13-17), and such determina-
tion shall be subject to review by this Court.

B. Casinghead Wells - Defendant shall take and pay

contract price for all gas produced by casinghead wells and
by gas wells in o0il pocols, up to allowable limits for
casinghead gas as defined under Section G of the New Mexico
Cil Conservation Division's Cil Proration and Allocation
Rules and Regulaticns as well as the Division's applicable
special pool rules. These reguired "takes" and payments
shall also include any future wells drilled on properties
owned by Plaintiff and subject to such contracts. (A list
of the applicable existing wells is attached as an exhibit
to the Partial Summary Judgment on 0il and Gas Well Casing-'

head Contracts, and is incorporated herein by reference.)
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C. Defendant must exercise good faith in the manner
in which it performs under this Injunction Order, taking
into consideration the terms of the contracts, prior
performance under such contracts, and the regquirements of

this Order.

LARRY JOHNSON
LAWRENCE H. JOHNSON
DISTRICT JUDGE

-16-



3. Defendant identifies Iits Gas Purchase Contracts by a

nucbering svstex consisting of four digits or three digits and one

ietter.

4. Natural gas produced or producible from the wells de-
scribed in Exhibit "A" Zs subject to the terms and conditions of the Ges
Purchase Agreecents identified on Exhibit "a" by Defendant's contract
nuzber. Such wells have been icenzified by Plaintiff as being wells as
to which Plaintiif alleges that Defendznt ds liable to Plaintiif for
Zazages due to aileged nozratabdble zzking.

5. Natural gas produced or producible from the wells de-
scribed in Exhibit "B" is subject to the terms and conditions of the Gas
Purchase Agreezents identified or Exhibit “B" by Defendant's centract
pumber., Such wells have been identified by Plaintiff as being wells as
te which Plaintiff alleges that Defendant is liable to Plaistriff for

dazages due to alleged fajilure to pa§ contract prices.

= 6. Natural gas produced or producible froz the wells de-

scribed iIn Exhibit "C" is subject to the terms and conditions of the Gas

chase Agreesents d{dexmcified con ITuhibiz "C" by Defexdant’s centrac

wuzbar, 2l.in

- o
- -

[al]

has ez alleg2Z arr dazages a7 past nenpuarisrzan

SUIR ZTINLTLIE WLl o fwe Fu

this case, insofar as they cover wells operated by Plaintiff.

ALV N
-y, .
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E-hibie "A"

Wells For 'Mich Tamages &
C‘a-aed sor alleged Non-fac

=zve Seen
atie 3

aking

Veter No. well Name

irterest in the wvell.

Conszacr Code

58-034 Ccouper State #2 6025, 605¢
58-u3S rhiilips Goldston #! 5106 1/
58-183 El Paso Pritchard Fed #] 634B
58-212 Maraio State ¥i 6077
58-22 Sarta te Federal #1 6054
58-230 Custer Stacte #1 €108
58-235 J.K. Rector #1} 6135
58-260 BE & S 2ates {1 €076
58-270 Fluor Barrison #1 5044
58-271 Federal Jalmat Com #1 6066, €133
$8-344 Yorth Shore Weoliworth £5 6065
58-333 El Paso Wells Federal £l 6054, 6C66
58-372 Semedan Hughes Federal #1 6100 1/
S58~395 South Exzpire State #] 875t
$8-459 w. 8. King 73 6037
58-4C2 Bates 73 6CTE
58-504 Late-Thomas #3 6075
58-511 " LlLate-Thozas #2 6075
58-512 Busky Woolworth #1 6065
58-522 B. M. Justis #10 6076
58-540 Shell State #5 608E
58-555 Ellen Weir #1 853G
58-561 ¥Yunn Barrison #1 6087
58-564 - Justis Christzas Gas U £l 6076
56-581 Langlie Jal Federal #1 8658 1/
58-593 Otis L. Jones #2 6037
58-630 ¥unn Barrison B £l 6150
58-638 Toby #3 6073
58-646 Byroz Williams £1 B199
58-655 Woolweorth #1 6068
58-6¢£2 State A 20 ¢4 6147
58-667 Courtland Myers #9 6087
58-687 Langlie A $#3 6108
T58-656 Woolworth N. S. #6 6063
S5E-£98 Wells B-5 #2 6056
1/ Tme parties agree, for the purposes of tria2l, thas
zzorepriste cumzract coverzze Zor cthis weill. This
Terminolzd v Jefancdong 2Iifeszive 22 09I AzTil oL, L33,
inogTivice L Floiu %2, Rsvevar, hove emesuzad rsllzver
Plsirtil{ reserves the right to assert, at a later
circuzstances warran:t, that another contract covers

dace,

Pool

Jalmat
salmat
Jalmatg
Jalmat
Jalmpat
Jalmat
Eumont
Jalmat
Jaleat
Jalmat
Jalmat
Jaleat
salmste
Ermpire
Jalmat
Jalmas
Jal=zg:
Jalmat
Jalzat
Jaleat
Jalmat
Eumont
Jalmat
Jalmat
Jalmat
Jalmat
Jalmat
Jalmat
Euzont
Jalzmact
Eumont
Jalzat
Jalzat
Jalmat
Jaleat

this Is

ccnatracs

ewiie e =

it

Yates

4orrow

Yaces

Yates

‘the

Plaintiff's

T



Meter Lu.

wadll Mame

36-T26

apprcpriacte
tetninated by Delendant effective as cf April 1, 1986,
i privies

covers 80 acres of

uiT2s 27 <hie vnit asd

contTract (Coverage

.
T0 Praintifs,

huwever,

this unit.

PR R LT N

for this

Contract XNo.

g sazainfec I z2p-ag -

s
ST WNIDTTITULITeC.

Contracet Code

Poel

Cegu. 25 6068
$3-715 lanksord #2 6116
38-71¢ Winniaghas =§ 6087
$8~732 Vells Fedezal f£15 6066
56-736 E. J. Wells #lo 6066
S8~745 Yells Federci ¥l7 6060
58-73¢& we_.s Feceru: =18 6056
$8-757 Wells Federal #19 6066
58-759 w. H. Kirg #4 ' 6037
58-771 Olsen~Blinebry 52 . 6087
58-772 Holt-lexico State Cox #1 60.5
58-774 E. E. Jack #5 6069
58-77¢ H. S. Record #9 6131
$8-782 Carlson=-Barrison Fed. Com #4 6066
$8-790 Carlson-Harrison Fed. Coz #5 2/ 7968, 1/
60-186 Olsen-Blinebry #1 6087
60-213 Mattie James #l 6087
60-226 Emezy King NW #} 6087
60-227 Ezery King SE #1 6088
60-257 Lankiord 1 CS 6118
60-27 Otis L. Jones 21 .6037
60-299 E. E. Jack £} 6060
60-405 B. A. Christzmas £2 6067
60-437 late lThomas #1 6075
60-544 Eodge #2 6068
60-555 - Courtland Mevers #2 CS 6087
60-559 State A 20 #1 6147
60-666 Wells Federal £1 6066
60-705 Wells Federal &4 6066
60-781 E. J. Wells #13 6066
60-813 Cooper G SW/4 #1 6087
60-862 Carlson EBarrison Federzl Com 1} 6066
60-874 cie Myers B #2 6087
60-936 Wells FTaderal #2 6066
60-945 Elliotr 36 #1 CS 6099
60-949 Vells Federal #3 6066
60-951 Cresby #1 6089
1/ The parties agree, for the purposes of trial,

wvell.

cglz2sz
Jelmat
Jalexe
Jalmat
Jalmat
Jalmat
<almatr
Jalmat
Jaleat
Jelmat
Jalmat
Jalmat
Jalzate
Jalmat
Jalnat
Jalmat
Jalmat
Jalmat
Jalnzt
calrmat
Jalmac
Jalmat
Jalmat
Jalmat
Jalmat
Jalmat
Eumont Yates
Jalzmat
Jalmace
Jalmat
Jalmst
Jalmat
Jalmat
Jalmat
Eumont Yates
Jalmat
Eumonmt Yates

6054

that this is the
This c¢ontract was
Scme narcies

heve execureec rcllover contracrs.

FLaintiif reserves the Tight Tu scsgerT, a2t & clater cz2te, iF the
cirsuzstancas warranz, that anorther ccnicacs ocovers Plaineifits
inTzress I The well.

2/ This wvell is locazed on a 200-acre spacicg urit. Contract Ko. 6054

7668 covered anoter 80



Meser No. Vell Naume Contrac: Coce Pool

60-98! d. T. Matzern #] : 6059 Euoont Yates
6i-09¢ Vells Federal fli 6066 Jaizat

61-104 Annie Myers B §3 YT 6087 Jalmat

61-284 Emery King Nw #4 6087 Jaleat

61-711 Cocper Szate {1 6023, 605%y Jalzat

61-880 Etz 2] 6150 Jael=at

3ot RS NPT ST\ PELR et tatoom R
6i-976 Cooper 3 3 6087 Jalzat b2
61-999 Highland State #] 3/ 618B, 6077 Jalmat

68-249 Vinningham #9 . 6087 Jalmat

lo_:,

3/ This well is Jocated on a :20-acre séacing unit. Contract No. 6077

covers B0 acres of this unit ané Contract No. 6183 covers the
reczining 40 acres of the unirc.



Exhidic “B"

Wells For Which Price Claims

Have Been Made

&propriate conTract coverage for ttis well. This contract was

- terminated by Defendant effective as of Ac—il 1, 1986,

Scme parties

in priviry to Flaintifi, hovever, hzve exscuted rollover emrtracts.
Plainciii reserves the right te assertz, at 2 lzter date, if the

circuanstances warrait, tha’ aother ceaty

inzerest in the wall.

TECT covers Pla..m:u’*

Meter No. Well Naze Contract Code Pool
58-060 Justis State #] and #2 7794 1/ Langlie-Mattix
58-233 Odesss Langlie f] 740C Langlie-Mattix
$8-358 Terra-Carlson Federal #! 6054 Langlie-Mattix
58-400 Terra-Carlson B Federal f1 6054 Langlie-Matrix i
58-747 D. B. Boren #3, & CPD 6126 Eunice South ...
58-773 Carlson Federsl #4 6067 Langlie-Mazzix
58-789 Carlson Federal #5 6067 Langlie-Macttix
58-801 Citgo "LM" State #1 6025 Langlie-Martix
58-802 Citgo "AS" #2, #3 6025 Langlie-Mattix
61-273 Citgo “SE" State {1 6025 Eunice South
61-808 Citgo 1 State #2 6025 Langlie-Mattix
61-827 Citgo SE State #2 6025 Euzice South
61-850 Cities Thozas #3 6026 Langlie-Yatzix
61-861 Adele Sowell #! 6026 Langlie-Matrzix
61-852 Fowler State £} 6059 Lacglie-Mateix
61-895 Adele Sowvell #£2 6026 Langlie-Mattix
61-905 Fowler State f2 6059 Langlie-Mattix
64-041 Wells #12, #13 4059 Langlie-Mattix
64-053 State U.T.P., #1, 2 Battery 4060 Rhodes -0¢1
64-113 E. C. Winters #2 4083 Jalmat 041
64-146 Gregory A #8 4185 Lasglie-Mattix
48058 Resrx Barriscs il £145 wm’ﬁ
68-064 Etz #2 5094 1/ Jalmat 011 419
68-065 Gulf Eddie Corrigan {1, #2 5105 1/ Langlie-Martix
68-075 Moore State #! 5137 Euxment 041 °
65-116 R. B. Buston #2 #3 5173 Eunice Mcaumezt
68-132 R. E. Bustoz, Jr. #4 5173 Euni{ce Monument
68-142 Ecz £3, #4 5094 ll Jalmar 0431
68-182 Cutzan f1] 3313 Eumont 041
68-183 Gutzan #2 5313 Euzont 011
- 68-247 B. M. Justis #12 L127 Jalmat 011
68-251 Janda J #5 4100 Jalmat 04}
€8-258 Gregory B #2 6087 Rhodes 011
2/ The parties agree, for the p.z:‘vosee of trial, that this is the



Meter No.

58-142
58-207
60-188
60-189
60-737
60-760
60-770
60-811
60-969
60-584
61-114
61-989
63-499
63-538
63-708
63-763
63-778
63-878
63-921
63-986
64-141
68-001
68-006
68-010
68-044
68-048
68-066
68-067
68-068
68-128
68-231
_68-232
63-550
63-499
60-824
60-243
68-243

60-736

- Exhibic C

Wells On Which No Dacages Have Been Claimed

Well Nage

Wilson State f1

J.W. Cooper #8

Wells B-S5 f1

B.S. Record Unit #1

B.M. Justis A £l
Winningham #1

Cooper B #2

Van Zandt #1

Carlson Fed'l £2

Carlsor Fed'l #3

Langlie A State #2Y
Boren & Greer Gas Unit #2
R. O. Gregory #13

Eaton #2, #5, #7
farnsworth 4 #1-5, #7-14
Myers B £3

Gregory C #2 3 QN
Carlson Federal #1, 2
Eaton SW #8, #9, €10, #11
Eaton #!2

Cooper B #5

Cizties Thormas #1

S.R. Cooper #2, #3, #4
S.R. Cooper A #1, A #2
Cities-Cone #1

Cities Thormas #4

J.¥W. Cooper #7

Eaton B Acct 1 £1

Eaton KW #14-17

Gregory B #1

Farnsworth Fed'l #1
Cities Themas #2, #5
Eaton SW 13, #4

R.0. Gregory A #5

E.C. Winters f1

wW.H. King #1

Carlson Barrison Fed'l Com #2
Bates 71

Gas
Contract Code Type
6348 DG
6087 DG
6066 DG
6131 DG
6076 DG
6087 DG
6087 DG
6087 DG
6067 CHG
6067 CHG
£108 DG
6126 DG
4115 CEG
4185 CE86G
4533 CES
4533 CEG
4700 CEG
4115 CEG
4185 CHC
4185 C86
4185 CEG
S014 CHG
4991 CEG
4991 CEG
5081 CBG
5078 CEG
5100 C8C
50490 CEBG
5040 CBG
5085 CsG
730K CEG
5014 CEG
4185 CEC
4115 CHEG
6032 DG
6037 ]
6066 DG
" 6076 DG



FIFTH JUDICIAL DISTRICT COURT

COUNTY O

STATZ OF

: . .

F LEA

NEW MEX:IC

DOYLE HARTMAN, . -

Plaintiff,
vs. No. CV 86-36%-J

~ EL PASO NATURAL GAS COMPANY,

a Delawa

The
desirte t
undisput
contain
of regul

IT

1.
ratay}e

- 2.
ratable

3.
ratable

4.

ratable

re corporation,

Defendant.

STIPULATION AND AGRIEMENT,
GOVERNING COMTRACT CLAUSES

partjés, by and through their attorneys cof record,
© enter into a Stipulation and Agreement that it is
ed that certain Gas Purchase Contracts at issue he}e{n
certain types of ratable take clauses and c;rtain types
ation of flow claﬁses.'
IS TEEREFORE STIPULATED AND AGREED AS FOLLOWS:

The contracts listed on Exhibit A contain a Type 1
take clause.

The contracts listed on Exhibit B contain a Type 2
take clause.

The contracts listed on Exhibit C contéinlrype 3
take clause.

The contract listed on Exhibit D contains a Type ¢

take clause.

EXHIBIT B



S. The contracts listed on Exhibit £ contain & Type §
_ ratable take clause and were the subject of later letter
anendnments. |
_—. 6. The congzacts listed on Exhibit F have a Type 1
Regulation of Flow clause.
7. hThe contracts listed on Exhibit G have a Type 2
Regulation of Flow clause.
8. The contracts.llsted on Exhibit H have a Type 3
Regulation of Flow clause.

9. The contracts listed on Exhibit I have a Type 4

Regulation of Flow clause.

10. The contracts listed on Exhibit J have a Type S

Regulation of Flow clause.

11. The contracts listed on Exhibit K have a Type 6

Regulation of Flow clause.
FOR PLAINTIFF: FOPR DEFENDANT:

ATWOOD, MALONE, MANN MONTGOMERY & ANCREWS, P.A.
& TURNER, P.A. ’

vy LBt F-Siena_ B:y W\Zwﬁ_

Bob F. Turner Jeffrey R. Brapr
Post Office Drawer 700 Gary R. Kilpafric
Roswell, New Mexico 88202-0700 W. Perry Peacr

Sarah M. Singleton

Post Office Box 2307

Santa Fe, New Mexico
B7504-2307

DATED: Loc. /] /Gqp 6 DATED: /MZQ/é?é

STIPULATION AND AGREEMENT
GOVEFNING CONTRACT CLAUSES - Page 2



EXHIBIT A

TYPE 1 RATABLE TAKE CLAUSE

—_Section 3. Buyer agrees, insofar as practicable, to take ratably
from each allocation unit connected to its system in the Lea
County area, based on (1) the well acreage allocation, (2) the
ability of individual wells to deliver gas into Buyer’'s gathering
system against the working pressure therein or against a pressurs
of six hundred pounds (600¢) per square inch gauge, whichever ig
lower, (3) whether or not the well is producing from depths
greater than five thousand (5,000) feet from the surface of the
earth, and (4) the allowable limits that may be set from time to
time by governmental authorities having proper jurisdiction
thereof.

The following contracts contain type 1 ratable take clause:

6025 1/ 6075 1/
6026 6076
6032 6073
6037 6087
5054 L 6088
6059 1 6100
6065 6108
6067 6118
6068 6131
6069 , , 6133
6071 * 6135
6073 | 6145 1/

24&

The ratable take clauses in these contracts have
slightly different language, but the parties agree that
the differences are immaterial for purposes of this

- litigation.




EXHIBIT B
TYPE 2 RATABLE TAKE CLAUSE

Section 4., Buyer shall, so far as may be practical, take gas
ratably from each_gas well connected to its system in the Lea
—_founty, New Mexico,. area based upon the formula as set out in
Subsections (i) through (vii) of Section 1 0f this Article I1II,
the ability of such well to produce into Buyer’s gathering system
. as compared to other such wells so connected, and the applicable
laws, rules and regulations of governmental authority.

]
I

The following contracts contain a Type 2 ratable take clause:

6066
6099
6126
6147

AY
X

RIS



EXIIBIT C
TYPE 3 RATABLE TAKE CLAUSE

Section 3. Buyer agrees that its takes of cgas from Seller’s
wells will be at least ratable with the production of gas from
wells belonging to others and completed in the same reservoir in
—which Seller’s wells are completed, whether such other wells be
connected to Buyer’'s gathering system or to the system of another
purchaser. Determination of whether or not production is ratable
. shall be in accordance with the applicable rules and regulations
established by duly constituted governmental authorities having *
jurisdiction thereof, or in the absence of such rules and
regulations on the basis of gas reserves.

The following contracts contain a Type 3 ratable take clause:

608H

6348 -*
740¢C

853G

87SE

6188

77SA

8199

86358

7968 1/

\O

1/ The ratable take clause in this contract has slightly

different languace, but the parties agree that the
differences are immaterial for purposes oI this
litigaticn. .



EXHI1BIT D
TYPE 4 RATABLE TAKE CLAUSE

B. It is expressly understood and agreed that El Paso undertakes

no obligation to plrchase gas solely from Western in the Permian

Basin area, or to purchase at all times Western’s full allowable
- production of gas well gas. El Paso does agree, however, that in
each field or pool in'the Permian Basin area where it purchases
gas from Western under the provisions of this contract it will
extend to Western terms relating to quantities of gas to be
taken, or paid for whether or not taken, not less favorable,
considering acreage and wells, then it extends to any other
producer i{in such field or pool. Further, El Paso agrees to use
every reascnable effort to take sufficient gas well gas from
Western’s acreage in the Permian Basin area covered by this
contract to enable said acreage to be protected against drainage
occurring as a result of the production of gas well gas from well
on other acreage not owned by Western. Should Western sell gas
to El Paso in the Permian Basin area under the provisions of this
contract from any field or pocl from which El Paso does not
purchase gas well gas from another producer or producers, the
daily quantities of gas to be taken by El Paso, or paid lor
whether or not taken, from Western’'s acreace in such field or
pool shall be determined by mutual agreement between E1l Paso and
Western or, failing in agreement, by arbitration in the manner as
provided in Article XVI of this contract.

The following contract contains a Type 4 ratable take clause:

6150

ti&w@“\ |
akux uu& —CA.)



EXHIBIT E
TYPE S RATABLE TAKE CLAUSE

Section 1. Subjegt to the other provisions hereof, Seller agrees

——t0o sell and deliver to Buyer and Buver agrees to purchase and
receive from Seller all of the casinghead gas produced from the
lands described in Exhibit "A" hereto.

Section 2. During temporary per:ods when casinghead gas
available hereunder, together with casinghead gas available to
Buyer from others for processing in the plant, exceeds the total
capacity of Buyer’s facilities for taking and processing such
casinghead gas, Buyer shall be oblijated to take enly that
portxon of the casinghead gas from the properties covered hereby
which is ratable with its takes of such other casinghead gas.

AMENDMENT TO TONTRACT
Article I, Definitions, a. Cas1ngh°ad Gas shall be amended by

deleting therefor the words". . . o1l wells. .. . " and adding
thereto the words ". . . cxl or gas wells. . . "

The following contracts contain a Type S ratable take clause and
the above amendment. ,

5044
5106



 EXHIBIT I
TYPE 1 REGULATION OF FLOW CLAUSE

-— . Regulations -

Bﬁyer'shall have tﬂe right to regulate the flow of gas at the

mouth of the well or separator to meet the fluctuating condition
of Buyer'’s market.

The following contracts contain this type of Regulation of Flow
clause:

6026 ' 6087
6037 6088
6054 6067
6065 6100
6073 6118
6076 6131

6077



EXUIBIT G
TYPE 2 REGULATION OF FLOW CLAUSE

Regulation

“Buyer shall have the right to regulate the flow of gas at the
point of delivery insofar as the fluctuating demand of Buyer's
‘-mactket is concerned, but such regulation shall be subject to
control by Seller insofar as the ability of any well or wells to
produce and, insofar as possible, well or reservoir damage by
excessive rates of withdrawal are concectned.

The following contracts contain this type of Regulation of Flow
clause:

6025 ‘e 6075
6032 ‘ 6108
6068 €135
6069 6133

6071 6145



EXIIDIT B
TYPE 3 REGULATION OF FLOW CLAUSE

Regulation

Buyer shall have the right .to regulate the flow of gas insofar as

——the fluctuating demand of Buyer's market is concerned, such
requlation to be achieved through Buyer’s installation of such
appropriate regulating devices in Buyer’s line or lines

« downstream of the point of delivery as will render unnecessary
nanipulation or operation by Buyer of Seller's well valves or
other equipment of Seller. Seller shall be in exclusive charge
of its wells and shall be the sole judge of the ability of any
well or wells to produce without reservoir damage by excessive
rates of withdrawal and nothing contained in this agreement shall
obligate Seller to produce gas from any of the wells at a rate
which in its opinion would injure the reservoir .or cause waste.

T?e following contract contain this type of Regulation of Flow
clause:

6059



EXHIBIT I
TYPE 4 REGULATION OF FLOW CLAUSE

Regqulation of Flow

——8uyer shall have the right to regulate’ the flow of gas at each
delivery point to meet its fluctuating demands, subject, however,
, to Seller’s control to the extent necessary to prevent such
- excessive rates of withdrawal as may result in well or reservoir
damage. '

The following contracts contain this type of Regulation of Flow
clause: .

6066 €126
6099 6147



EXUIBIT J
TYPE 5 REGULATION OF FLOW CLAUSE

Requlation of Flow

Buyer shall have the right at any and all times to regulate the
flow of gas at the delivery peoints hereunder to meet "its
fluctuating demands, subject, however, toc Seller's control to the
extent necessary to prevent such excessive rates of withdrawal as
in Seller’'s opinion may result in well or reservoir damage.

buyer shall, as to any marginal well reguiring continuous
production because of water and/or liquid hydrocarbon
accumulations in the well bore, cooperate with Seller in
regulating the flow of gas from such well to the end that
required productiof’ rates are maintained.

The following contracts contain this type of Regulation of Flow
clause:

60818
730K
853G



EXUIBIT K
TYPE 6 REGULATION OF FLOW CLAUSE

Regulation of Flow

-

———— . -

Buyer, at its sole risk, shall have the right at any and all
times to regulate the flow of gas at the delivery points
hereunder to meet its fluctuating demands, subject, however, to
Seller’'s control to the extent necessary to prevent such
excessive rates of withdrawal as in Seller’s opinion may result
in well or reservoir damage. Buyer shall, as to any marginal
well requiring continuous production because of water and/or
liquid hydrocarbon accumulations in the well bore, cooperate with
Seller in regulating the flow of gas from such well to the end
that required production rates are maintained.

The following contracts contain this type of Regulation of Flow

clause:

6188 875 |
634B g1g¢
740C 8658
779A

sms ;392



FIPTH JUDICIAL DISTRICT COURT

ODUNTY OP LEA IN THE bxsr-xcr COURT OF LEA COUNTY
.. tete of Noew Mazico
STATE OF NEW MEXICO . - = { 1,£D IN OFEN COURT
~ 0S5 _ocLo x_%;:
L A
-—<DOYLE BARTHAN, an individual, :

msxancﬂ:uﬁ
.Plaintiff,

vVs. No. CV 86-368 J

BEL PASO NATURAL GAS COMPANY,
a Delaware corporation,

Defendant.

vuwngvvwvv. L
'.

STIPULATION OF TEE PARTIES CONCERNING
~CERTAIN DISCOVERY MATTERS, TEE STATOS
OF CERTAIN CLAIMS AND BSTABLISEING
CERTAIN SCEEDULES IN TEBIS LITIGATION

The parties, through their undersigned counsel, haQe me: and
reached Sgreement concerning certain discovery matters, the
status of certain claims, establishing certain schedules, and
regarding other issues and matters relevant to this litigttion.

It is expressly understood that plaintiff concurs in this
Stiéhiation based upon his understanding thet he will be per-
mitted to proceed toé trial of the matters specified herein on
¥November 17, 198¢. It is further expressly ‘understood thgt
defendant concurs in a November 17, }986, trial of the matters
specified herein on the assumption that plaintiff will db;de by
the conditions and schedules contained herein., This Stipulaﬁion

is expressly conditioned upon such understandings and dpon

EXHIBIT C



approval of ‘this Stip.u&tllon.by the Court, Pustponement ¢f the -

trial for reasons not foreseen and beyond the control of the

,arties shall not-void the other provisions of this Stipulaiion.
The parties stipulate and agree as follows:

l. Dismissal of Certaln Claims Without Predudice,

——.. Plaintiff shall dismiss withéut prejudice Counts 11

,(Bconoﬁic Coercion) and Vv (Violation of the New Mexico Antitrps@
Act) of his Pirst Amended Verified Complaint as well as his
claims regarding the Contracts Governing Non-BHartman OperateaA
Properties, and claims regarding the computat}on and payment for
the Stu content of gas sold under contract to EPNG. Plaintiff
rmay refile such claims at a later date with the understandidg'
thet defendant does not waive any defenses it may have to those
laims; provided,»howe#et, thatvdefendant_will not assert in sﬁch
subsequent litigation that the above-noted cl;ims are barred
because they were dis@issed without prejudice and not litiéated,
in ¢his proceeding. Flaintiff may utﬁlize therein all documents
discovered in this litigation, including but not lirited to
documents produced by defendant pursuant to the Court's Order
Denying Defendant's Hotion for Reconsideration dated October 1,
1586. -To the extent plaintiff joins with other plaintiffs on
such claims, plaintiff shall not be entitled to utilize any
'aocuments from this case without court orgder. quther, defendant
.stipulates that it will not seek discovefy of plaintiff's
non-business assets or finances, including those of his sPQuéé;
in this litigation, except defendant retains the right to seek

such discovery {€ relevant to the issuance 'of injunctive relief.



-

"' 2. . Defendant's Pend! ' Moticns,

Defendant shall consent to the entry of a court order
jopting this Stipulation as dlisposing of Defendant's Motion to
Vacate Trial Setting and Motion for Sanctions for fallure to

bomply with Discovery Order. By agreeing to this Stipulatien

_plaintiff does ot agree to the, ;ccuracy or validity of

édefendant's motions;. It is expressly represented that defendant

concurs in'the,trial of Counts I, III and IV of the Pirst Amended

. Verified Complaint a;_scheduled on Rovember 17, 1986, on the
‘condition that plaint{ff abides by the schedules specified

herein. Defendant further represents that it ﬁfésently knows of

no facts which would result in its refiling of a continuance

motion.

3. Plaintiff's Damage Theories and Schedules Covering
Production of Documents Relating Thereto.

Recognizing that further information on these claims is
contained in plaintiff's answers to interrogatories, plaintiff

{dentifies its damage claims in this litigation as follows:

A. Count III - Damage on Converted Wells. El Paso as a

non-operating working interest .owner in three (3) Bartman-
operated wells took the entire strearn of production therefrom

into_the spot market and paid Bartman no consideration therefor.

.- The three (3) wells have previously been identified as the El

Paso Pritchard Fed. $1, the Federal Jalmat Com. §1 and the El
Paso Wells Pederal §l. Buch éales occurreé in the month of-
April, 1986 and possibly beyond. For the month of april, }.986,
Bartman sustaiqed damage o£.$24,067.00; Documentation for Aéfil,

1986, will be provided to defendant on Thursday, October 16,



-
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1936‘. To the exten. such sales continued s._ter April 1986,

documentation thereof shall be provided.to defendant no later
-nan October 17, 1986. Cannl

B. Count I = Breach of Contract. Plaintiff's clain for

damages resulting from breach of contract will be as follows:

—_— (1) Dar;;ges for Well prevaration Costs. Plaintiff

. asserts quantifiab.le damages totalling:§135,000.00 for prepara-
tion of well sites in preparation for drilling, which was
discontinued by reason of defendant's alleged failure to take gas
.putsuant to the contracts. All documents relating to this ¢1aim,
exclﬁsive of trial exhibits, shall be :delivered to defendant no

later than October 23, 1986.

(2) Damages from Lost Proved -Developed Reserves.

jartman operates approximately 955 dry gas wells on acreage
dedicated to El Paso under the contract.s at issue. With respect
to these wells, Eartman will claim q.uantifiable past damages
equivalent to the difference between what E1 Paso has taken and
what El Paso should have taken, through the date of trial, if it
honored the "ratable take® provisions of the contracts, times the
contract price. All documents relatiné te this claim, exclusive
of tr_{a‘l exhibits, shall be delivered to defendant no later than

October 27, 1986.

(3) Damages from Reservoir Impairment. Bartman will

assert quantifiable damages resulting from reservoir impairment
to certain selected wells (in no event more than thirty (3‘0) such
wells). Hartman has already identified such wells, but shall.

provide a final list of such wells no later than October 20,



1985, Plaiztiff ex, _esily 'ntlpulate: that _t shall not seeX -
damages nor attempt to quantify damages resulting from reservolr
.mpalirment to elther the reservoirs in general or as to wells

which have not bee.h identified as above noted. All documents

relating to this claim, exclusive of trial exhibits, shall be.
_provided to defendant no later than October 24, 1986.

(4) Damages Regarding Casinghead Contracts (Lost

Proved De'veloped Reserves). Plaintiff's claims for damages for

o041 well and gas well casinghead gas are stated on pages 2, 3, 4
and S of his Supplemental Response to Defendant's Third Set of
Interr}ogatories (1) (a), (b),:”'$(c) and (2). Plaintiff claims past
damages for the contract price of deliverable gas that defendant
should have taken, whether under minimum take provisions of oil

well casinghead contracts or ratable take provisions of gas well

ce.sihghead contracts. Documents relating to this claim,

exclusive of trial exhibits, shall be provided no later than
October 27, 1986.

(S) Punitive Damages. Plaintiff shall consider

Ihterrogatory No. 5 of Defendant's Pourth Set of Interrogatories
as a2 request for further information as to his claims regarding

punitive damages and shall fully respond to such interrogatory no

la'té} than October 21, 1986. Otherwise, plaintiff shall not be

regquired to respond to Defendant's Fourth Set of Interrogatories.

By agreeing to this Stipulation, plaintiff does not admit its

previous answers were inadeguate.



|
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(6};ngjunc”'ve Relfef, 1o lieu ¢ seeking future

) Y;Amages, plaintiff will request entry of an £njunc¥lve order

equiring defendant to honor the contracts for the remalning term
therebf. Defendant maintains the right to contest whether a
breach has occurred Jjustifying the entry of-luch order and
turther maintains the right to assert on appeal the applicability

of all its asserted defenses. Defendant does not concede that

[

- the granting of an injunction would not cause it unreasonable

hardship, nor does defendant concede that granting an injunction

would not violate public policy. rmfendant,vaccordinglf;

reserves the t;ght to assert these matters as a defense to
granting an injunction. Defendant will not, however, assert at
trial or on appeal that plaintiff has an adequate remedy at law
in the form of monetary damages nor will défendant assert that a
pe;manent injﬁﬁcﬁion should not issue because plaintiff_éiil not
be irrepaéablf injured. Defendant shall not be precluéed from

presenting a reguest for relief because of future events which

\__are grounds to modify any injunction which may be issued.

With respect to documents to be precduced by plaintiff to
defendant, defendant shall specify in writing those documents of
which it is presently aware which it desires no later than

October 20, 1986, Such documents will then be produced by

plaintiff no later than as noted above. with respect to

depositions of plaintiff's experts, such experts shall be made

avajlable for deposition during the week of Oétobgr 27, 1%886.

PNY TNPYIT P TT /Y Mama £
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" (e} Defendant s .17 hot ralse the de! ise of lack of
ind{spensable parties in this litigation,

TED: ( };ch&;u \6 1aRS

—_— . By

Wichael B. Campbell
Hil:gam F. Cigr -
Attorneys for Plaintiff

MONTGOMERY & ANDREWS, P.A.

By,fgiid$;i2£-/(j«~1451£767ﬂ_J
Jeffrey R. Brangiil
Sarah M. Singletel

Attorneys for Defendant
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5;' ‘To the ‘extent tha a party relies on publ{ documents, or on .
ihe documents produced by the other party, a party can comply
ith the schedules hereln by identifying to the opposing party
the séecitic document, its date and location, without the
necessity of actually producing such documents.t

6. Should eithe:-party determine that other documents should be

——— . o

tequested, nothing herein shall preclude either party from making
.a request for such documents, and such documents shall be
provided in an expedlitious manner. Nothing herein shall be
- construed to restrict the parties from moving the Court as théy
may deem appropriate in the event the terms.ﬁf this Stipulation
are violated. This Stipulation does not goverh the £i{ling of
pretrial motions other than those specifically mentioned herein.
By agreeing to this Stipulation, defeﬁdant.is not agreeing that
plaintiff's claims are approprxate, nor is éefendant uaivxng any
defenses it may have to plaxntiff's claims.
7. To .resolve issves of "real parties in intérest" or
"indispensable parties,” the parties hereto stipulate and agree
as follows:
(a) Pla;ntiff will proceed with only Doyle Bartman as a
named plaintiff;
~~T(b)  All parties in privity to Mr. Bartman's contracts
(i.e., those individuals or entities taking working
interests through Mr. Bartman, gr: recipients of
assignead workihg interests from Mr. Bartman, whether or
not paid directly by Eartman or El Paso) will receive

the benefits of judgment in fzvor of Mr. Hartman; and

EMTEIITEMTAN — Pama O



. (;' Additional Docum..its to be Produced by De. :ndant,

Counsel for both parties recognize that defendant has not
set produced documents previously requested and that such

non-production may- have czused plaintiff to file his own motion

“to compel or for sanctions. 1In conslderation’of the terms of

this Stipulation, plaintiff's counsel states that he will not

—— - ¢

file any such motion with respect to defendant's discovery
conduct preceding the date hereof with the exception that
plaintiff retains the right to challenge defendant's conduct with™

respect to the Court's Order Denying Defendant's Kotion for

Reconsideration, entered October 1, 1986. Defendant shall

produce the following documents, if they exist, no later than

October 17, 1986:

A. Bl Paso's list of schedule of WACOG by
pool as well as its production schedule for

the months of June, July, Auvgust, September
and October.

B. Throughput figures by month £or <the
years 1980-1984, in the form previously
produced by defendant.

C. Accounting entries for the Sun settle-
rent of $§2,160,000.00. (These documents
shall be provided by October 24, 1586).

The parties further agree tﬂat they shall work diligently

and in good faith to promptly produce 2éditional requested

documents. With respect to the deposition of defendant's

experts, defendant shall make such experts available between

November 3-12, 198¢6.
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HOWARD OLSERN
P.O. BOX 32279
PHOENIX. ARIZONA 85016

Octcber 13, 1387

Mr. Harold L. Hensley, Jr.
Attorney At Law

P. O. Box 10

Roswell, NM 88201

RE: DOYLE HARTMAN-CARLSON WELLS
Dear Hz:rold:

Enclosed are copies of documents obtained from Doyle
Hartman's office concerning the Carlson Wells.

Joint Interest Account Analysis
Payout Status on Carlson Federal #4
Payout Status on Carlson Federal $5
Worksheet Summary on #4 & #5 Payout
Carlson #3-History/Income Expense

Sun had operated the well for $40-$75 a rmonth to our
share and Hartman has charged nearly $20,000 in three
years. Also, he has started charging us on the
Carlson ¥2, which, to our knowledge, is not even pro-
ducing.

It is interesting to mnte that lease operating expenses
on two gas wells have only been $245,442.

Carlson #4 (21 months) $161,036
Carlson #5 (16 months) €1,406
$245,442

£%51-9774

HARTMAN EXHIBIT 27



Mr. Harold L. Hensley, Jr. -2- Cctober 13, 1987 '

You can see that the #4 has produced $283,983 since
October 1985 and the #5 $194,774 since March 1986,
whereas we received about $11,000 fram the #3 for that
same period of time (100% would be $44,000).

100% Production

#3 10-85 5-87 $ 44,000 (1986 about $4,000)
$#4 10-85 5-87 $283,983

#5 3-86 5-87 $194,774

The operating expenses are unreal and income difference
is also strange as to #4, #5 and #3.

If we can send additional information, please advise.

Very Truly Yours,

i T
N t
o
Howard Olsen -

HO/jb



CARLSON #3 HISTORY/INCOM:t EXPENSE

INQOME 1983 1984 1985 1986
Sun - $7,273.62 12,699.85
El Paso 25,277.79 331.16 Received
(1985 does not 632.07 Not Rewd.
include Hartman
duplicate payment)
TOTAL $7,273.62 12,699.85 25,277.79 963.23
EXPENSES (Operating only)
Sun $ 508.12 357.00
Hartman 1,399.40 12,745.93 7,039.3z
TOTAL $ . 508.12 1,756.40 12,745.93 7,093.32
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Garold Bowlby

Howard Olsen

Box #32279

Phoenix,

Dear

Az. 85016

Howard:

No

Vo

9,168

~i

HARTMAN EXHIBIT 29

This is tentative and rough as to various items we may

wvant

to

challenge regarding Hartman's charges on the Carlson #4 & #3 wells.

We are also including a copy of the Carlson #4 Pouling Crder.

CARLSON #4

(1) 9-13-83 Hauling 300 bbls.(bine?) water to Czrlson 7.2 - we
think it was shut in at the time. 32584.60

(2 9-30-85 Chamco Equip. Co. - no supporting inveice {or
$10,500.00 pumping unit. (Thev presably put one
on but could never find an invoice.)

(3) 9-30-85 Hartman billed $1840.00 Drilling Overhead under
Intangible Drilling Cost.

10-31-85 $5300.24 Producing Overhead.
A total of $7140.24
The court order allows $5,500.00 per month while
drilling. $1640.24 too much but the $I840.09 would
be recouped 3 times instead of one since it was
charged under IDC.
The New Mexico Conservation Divisicn allow $350.00
per month however they only start charging us $517.10
per month. This amount has been increascd every
April 1st. We need four our attormevs to sav if this
increase is normal and proper in New PMexico. The
Suite 216 ® 2221 West Lindsey @ Norman, Oklahoma 73069 @  Ofc: (403: 321-1898 e  Res: (405) 321-2067



(4) 9-30-85
(5) 10-31-85
(6) 12-31-85
(7) 2-28-86
(8) 2-7-86
(9) 12-31-85
CARLSON #5
(1) 12-31-85

(2)

order does not say to increase but this may be normal

in the industry in New Mexico.

$23,455.24 Legal & Regulatory Charge. (They are to
mail us copies that make up this entry. As of 11-9-37

will be in mail to us on 11-10-87.)

$5300.24 Producing Overhead.
$2161.91 Legal & Regulatory.

(Copies of charges will be in mail to us 11-10-37)

$1709.53 Legal & Regulatory - Atwood, Malone, ete.
Legal research Hartman v Olsen. This appears to
be for research because of no operating acreement

with you on #2 & #3. (See #5 well.)

$§900.00 Legal & Regulatory charge. Arbitary bil ing

Of Airplane expense,

XL Trans. Co. Two charges of $1732.30 each tco Curlson
#3. #3 was crossed out and #4 was pencilled in. The
periods covered were 1-4-86 thru 1-17-86 1650 bbls

disposal water and 1650 bbls 1-19-86 thru 1-27-86.

Jack Fletcher-Consulting Fee-$9705.47 (9/
(Seems high for a 4,000 ft. well)

~.

thru 9/28)

D. Hartman - Drilling & Producing Overhead.
" LOE $5000.00
IDC 1049.18
$6049.18

New Mexico Consarvation Division allowance $4300.00
per month while drilling and $480.00 while producing.
$1,249.18 too much but more important the $1,049.18

would be recouped three times since billed as IDC

They start charging us $550.00 in LOE instead of the



(3)

$480.00 and increase each April 1st as noted above.

(Item #3 under the Carlson #4)

(2) 12-16-85 ANM Const. - Pad, Road, and place cellar $8,1985.33 f,r
Carlson Harrison Federal #5 charged to Carlson #5 in

error.

(3) 1-21-86 Joyce Willis - damages to run 2" plastic line [rom
Carlson #5 (Sec. 26) to Carlson #4 (Sec. 22). #4
is in Section #23 not 22. $400.00 charge.

(4) 2-27-86 Gene''s Well Service - inv. #10224 $134%2.38 shows

Gregory #5 billed to Carlson #5 in errcr.

(5) 12-31-85 $1709.85 Legal & Regulatory - Atwood, Malone, etc.
(See Carlson #4 - exception #6.)

(6) 2-28-86 Legal & Regulatory $1,000.00 airplane expense.
Arbitary billing.

(7) 12-31-85 Jack Fletcher - Consulting Fee $4024.1% (12/1n0-12/19)

;L

(See Carlson #4 - exception #9)

Also, as we have discussed earlier, they spent about $28,000,00
in September and October of 1985 for Tran=zformer. Rods, Pumping

Unit, etc. on the Carlson #3 without notifyinz vou.

If you need additicnal information, please advise.

Very truly vours,

7

/

G&fggj Bowlby

GB/dwb

Copy to: T. Calder Ezzell Jr.
Hinkle, Cox, Eaton, Coffield, & Hensley
Roswell, N.M.
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| 6/3c/85  VAWGE CRILLING CCrPa EJULPMINT KehTAL a7
| sy TOTAL LE&SE CGFERATING EXPENSE : I

) EXPENSE - alF s ; Lo 170 .o

{‘f( LEASE QPERATING EXPENSE - JI1E
@9 G/3C/285 Ce HARTFMAN CfL CFERA LEGAL n FeluLaToiy Xy annge
| TATAL LEASE CPERATING EXPENSE - Jiw +3 13 CHe49h 8ty
| INTANGIILE CRILLING CCST - TLP
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Garold Bowlby

Howard Olsen
Box #32279
Phoenix, Az. 85016

Dear Howard:

As noted in my letter dated Nov. 9, 1987, three invoices were still to be mailed

Nov. 16, 1987

Re: Carlson #4 & #5
Letter Dated Nov. 9, 1987

to ma# which T have now received and the andit results are as follows:

We still need to have our attorneys say if Hartman is entitled to $5500.00 flat

9-30-85 Doyle Hartman - Legal & Regulatory - $23,455.24

(M

(4)

(5

The major item is the arbitarv billing ef aircraft
charges in the amount of $11,500.00 with no
support documents.

A charge of $300.00 from Dale Lockett, Conlract
Analyst - support documents could not he Jocated,

Prepare drilling title opinion and examine abstracts
in preparations for Case #0G-85-2214 Carlson Fed. #4.
7-31-85 Atwood, Malmne Mann &Turner  $.470.31

8-30-85 " " 2426.77

8-20-85 Campbell & Black 001.92

Various invoices show Carlson Fed. #2 and hilled to #4,
7-6-85 Midland Map Co., Midland, Texas........ $77.50
7-26-85 0il Reports & Gas Serv.ii.eeiiiiiea, 25.12
8-1-85 " " N e e 52.65
8-5-85 " " e 43,26
8-8-885 " " " e e 32.21
7-30-85 W¥st TB¥as Elect. L¥g Service......... 70.23

(only one invoice is for #4)

7-31-85 Howard's Drafting Service, Midland $725..
Invoice shows Sec. 23, T-25-N, R-37-E, the #4 ie
description is Sec. 23 T-25-s, R-37-E.

U\J l\)

10-31-85 Doyle Hartman - Legal & Regulatory - $2161.91

(1)

A payment of $300.00 to Joyce Willis for surface damages
is the only invoice for #4. $1861.91 belongs to Carlson

Fed. #2 or to Carlson Harrison Federal #4 which is not
our well.

drilling overhead or is this per diem? They were only drilling for 18days.

Suite 216

2221 West Lindsey

o Norman, Oklahoma 73069 ® Ofc: (105, HARTMAN EXHIBIT 30

0



(2)

Per diem is customary in Oklahoma, $5500.00 = $183.33 x 18days?
' 30

If you need additional information, please advise.

Very truly yours,

Garold Bowlby
GB/dwb

Copy to: T. Calder Ezzell Jr.
Hinkle, Cox, Eaton, Coffield & Hensley
Roswell, N.M.
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Carlson Federal #2(LM),3

.

Forr 3000-3 o - = '
(1B 1981 = = UNITED STATES w FORM APPROVED ™
o DEPARTMENT OF THE INTERIOR OMB NO. 1004-0034
: BUREAU OF LAND MANAGEMENT Expires: August 31, 1989

TRANSFER OF OPERATING RIGHTS (SUBLEASE) IN A Lease Seral No.
LEASE FOR OIL AND GAS OR GEOTHERMAL RESOURCES

Mineral Leasing Act of 1920 (30 U.S.C. 181 et seq.)

- Act for Acquired Lands of 1947 (30 U.S.C. 351-359)

~ Geothermal Steam Act of 1970 (30 U.S.C. 1001-1025) NM-0766
Depanment of the Interior Appropriations Act, Fiscal Year 1981 (42 U.S.C. 6508)

Typo or print plainly In Ink and sign in ink.

PART A: TRANSFE
1. Transferee (Sublessee)* Meridian 0il ,Production Inc. R

Street 801 Cherry St.
City, Sute, ZIP Code =~ Fort Worth, Texas 76102

*If more than one transferee, check here [ and list the name(s) and address(es) of all addmonal trznsferea on the reverse of this form or on 2
separate attached sheet of paper.

This transfer is for: (Check one) S'(] Oil and Gas Lease, or (O Geothermal Lease

Interest conveyed: (Check one or both, as appropriate) (X Operating Rights (sublease) O Overriding Royalty, payment out of producnon or othe
similar interests or payments

2. This transfer (sublease) conveys the following interest: See Relow

‘ Land Description . - ; B Percent.of Interest -~ - "~ Percent of
Additional space on reverse, if nceded. Do not submit documents or agreements other than Owned Conveyed Retained OVCI:Tid'ing Royalty
this form; such documents or agreements shall only be referenced herein, : 2 or :mnhr Interests -

eserv Previously
reserved
: or conveyed
a ) 4 d [ f
1. T-25-S, R-37-E, NMPM 71.09387% 71.0938% -0- None Unknown

Section 25: S/2 SW/4 and N/2 SE/4

Containing_160.00 acres, more or less

LIMITED TO those intervals from the surface to

4,000' subsurface .

2. T-25-5, R-37-E, NMPM 53.3203% 53.3203% -0- | None Unknowr

Section 23: SE/4 SE/4

Section 26: SE/4 NE/4

Containing 80.00 acres, more or less

LIMITED TO those intervals from the surface to

4,000' subsurface

FOR BLM USE ONLY—DO NOT WRITE BELOW THIS LINE
_ THE UNITED STATES OF AMERICA
This transfer is approved solely for administrative purposes. Approval does not warrant that either
title to this lease. _ HARTMAN EXHIBIT 31

APR 1 1939

O Transfer approvea effective

/}W 50 M FOR, CHIEF, LEASE MAINTENANCE UNIT

(Authorized Officer) (Title) (Date)

MAPR 2 A 1non



-rt A (Continued): ADDITIONAL SPACE for Names and addresses of additional transferees in ltem No. 1, if needed, or for Land Description in Item No, 2 if needed.

PART B: CERTIFICATION AND REQUEST FOR APPROVAL

. The transferor cenifies as owner of an interest in the above designated lease that he/she hereby transfers to the above transferee(s) the rights specified sbove.

o

. Transferee cenif es as follows: (a) Transferee is a citizen of the United States: an association of such citizens: a municipality: or a corporation organized under the laws
of the United States or of any State or territory thereof, For the transfer of NPR-A leases, transferee is a citizen, national, or resident alien of the United States or associations
of such citizens, nationals, resident aliens or private, public or mumcnpnl corporations, (b) Transferee is not considered a minor under the laws of the Sate in which
the fands covered by this transfer are located; (c) Transfercc s chergeable interests, direct and indirect, in either public domain or lcqulrcd lands, do not exceed 200,000
acres in oil and gas options or 246,080 in oil and gas leases in the same State, or 300.000 acres in leases and 200,000 acres in opuons in each leasing District in Alaska,

- if this is an oil and gas lease issued in accordance with the Mineral Leasing Act of 1920 or 51,200 acres in any one state if this is a geothermal lease; and (d) Al parties
holding an interest in the transfer are otherwise in compliance with the regulations (43 CFR Group 3100 or 3200) and the authorizing Acts.

(¢) Transferee is in compliance with reclamation requirements for all Federal onl and 85 lexse holdmgs s requnr:d by sec. 17(g) of thc Mineral Leasing Act and (f) Tnns- ,

. feree is not in violation' of sec. 4l of the Mineral Leasing Act.’

3. Transferee's sigrature to this usngnmem constitutes acceptance of all lpphcable terms, conditions, stipulations and restrictions pertaining to the lease described herein.
Applicable terms and conditions include, but are not limited 10, an obligation to conduct all operations on the leasehold in accordance with the terms and conditions of
the lease, ta condition all wells for proper abandonment, to restore the leased lands upon completion of any operations as described in the lease, and to furnish and mainuin
such bond as may be required by the lessor pursuant to regulations 43 CFR 3104, 3134, or 3206.

“or geothermal transfers, an overriding royalty may not be less than one-fourth ('4) of one percent of the value of output, nor gmtcr than 50 percent of the rate of myalry
due 10 the United States when this transfer is added 1o all previously created overriding royalties (43 CFR 3241).

centify that the statements made hercin by me are true, complete, and correct to the best of my knowledge and belief and are made in good faith.

P

&/ rl ’
Executed this L)ff) ____dayof February . 19_89 Exccuted this | A day of _March .19 _89

Name of Transferor

tman © MERIDIAN OIL PRODUCTION INC.

Transferor Transferee
- Lonie 500
Aireroxean gt Auomey-m -fact WM/ /

(Signature)

DENNIS SLEDGE i um)

50 Main

(Transferor's Address)

Midland, Texas 79701
(City) (State) (Zip Code)

ﬁT'iile 18 U.S.C. Sec. 1001 makes it a crime for any person knowingly and willfully 1o make to any Depariment or agency of the United States any faise, fictitious or fraudule-
statements o representations as (o any matter within ‘**-‘urisdiction. oy
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BEFORE THE OIL CONSERVATION DIVISION
NEW MEXICO DEPARTMENT OF ENERGY,
MINERALS AND NATURAL RESOURCES

IN THE MATTER OF THE APPLICATION
OF HOWARD OLSEN TO REOPEN CASE
NOS. 8668 AND 8769, LEA COUNTY,
NEW MEXICO

CASE NO. 8769 & 8668

ORAL DEPOSITION OF HOWARD OLSEN
Taken August 25, 1989

A PPEARANCES

FOR HCWARD OLSEN: HON. HAROLD L. HENSLEY, JR.
HON. T. CALDZR EZZELL, JR.
Hinkle, Cox, Eaton,
Coffield & Hensley
400 N. Pennsylvania
United Bank Plaza, Suite 700
Roswell, New Mexico 88201

FOR DOYLE HARTMAN: HON. J. E. GALLEGOS
Attorney at Law
141 E. Palace Avenue
Santa Fe, New Mexico 87501

ALSO APPEARING: MR. OLE OLSEN
MR. DOYLE HARTMAN
MR. GAROLD BOWLBY

PERMIAN COURT REPORTERS, INC.
MIDLAND-ODESSA (915) 683-3032
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ORAL ANSWERS AND DEPOSITION OF HOWARD OLSEN,
taken August 25, 19389, at 10:30 a.m., at the offices
of Hinkle, Cox, Eaton, Coffield & Hensley, ClayDesta
National Bank, Suite 2800, 6 Desta Drive, Midland,
Texas, before Todd Anderson, Certified Shorthand
Reporter for the State of Texas, in accordance with

the Rules of Civil Procedure.

PERMIAN COURT REPORTERS, INC.
MIDLAND-ODESSA (915) 683-3032
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I NDEKXK
Page
Examination by Mr. Gallegos~—--———=-m—w—oommm—e———— 4
Examination by Mr, Hensley---—-—--—-——-———-c==—-——-—-——- 76
Further Examimation by Mr. Gallegos---------==--=- 81
Further Examination by Mr. Hensley-—-~==—=—www-—-- 87
Further Examination by Mr. Gallegos—=-——~=-—=-—e—e—w——- 88
EXHIBITS
No. Marked No. ﬁarked
lemmmr e 14 9mm - 47
Qemmmmm e 28 10~—=m=m—mm e 53
3emm e 31 1lem—mmmmm - 59
omm e e~ 37 12-=-—mmmrmr e 71
S——mmmmm e 37 13-~ 71
frmmmmm - 41 l4--—mm o m 78
Jrmmmm e 42 15-mcmem e~ 87
Bemm e 47 16-—mmm e 88

PERMIAN COURT REPORTERS, INC.
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HOWARD OLSEN

the witness, was duly sworn on ocath by the
Court Reporter to tell the truth, the whole
truth, and nothing but the truth, whereupon
the witness testified as follows in answer to

the questions propounded by Counsel:

EXAMINATION

BY MR. GALLEGOS:

Q. State your name, please.

A. My name 1s Howard Olsen, spelled
O-l-s-e-n.

Q Where do you live, Mr. Olsen?

A. I live in Phoenix, Arizona.

Q. Do you have an office in Phoenix?

A. I do.

Q. At what address?

A, The address is 4636 East Foothill Drive

in Paradise Valley.

Q. How long have you had that office?

A. Since 1981.

Q. And what is the mailing address of that
office?

A. It's Post Office Box 32279. 2And the zip

code on the P. 0. box is 85064.

Q. Is this your card?

PERMIAN COURT REPORTERS, INC.
MIDLAND-ODESSA (915) 683-3032
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A, You may have it if you like.
Q. Thank you. What is your occupation?
A, I'm in investments, ranching, and cattle

business and o©il business.

Q. Okay. Those are three different
businesses?
A, Yes. The investments, I deal in

commodities. And I cperate two ranch properties.

Q. Where are the ranch properties?

A, The ranch properties are in Dickens
County, Texas.

Q. And what does the o0il business consist
of?

A, Well, the o©il business consists of
maintaining mineral interest, some leasing, and

general independent o0il practices.

Q. Are you an operator?

A, No, sir.

Q. Have you ever been an operator of wells?
A. Yes.

Q. And tell me about the time period that

you were an operator and in what 1local.
A, Well, I was an operator in Midland,
Texas, from 1957 to about 1964 as president of

Jal 0il Company. Prior to that, I was a drilling

PERMIAN COURT REPORTERS, INC.
MIDLAND-ODESSA (915) 683-3032
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contractor that drilled and completed a number of
wells in Lea County, New Mexico.
Q. Was your father in the oil and gas

business in Lea County, New Mexico?

A, Yes, that's correct.

Q. And he was known as simply R. Olsen?

A, R. Olsen, that's correct.

Q. Were you in business with him?

A. Yes.

Q. And was Jal 0il Company a business that

he was alsoc =~-

A, No. He had no interest in Jal 0il
Company. That was a thing that I put together and
bought properties from him. That's where title to
the Carlson came about.

Q. Okay. Approximately how many wells in
New Mexico would you say you and your father
developed or operated?

A. I would say at least 300.

Q. And the lineage of interest in the
Carlson lease came to you through your father?

A. That's correct.

Q. Do you know anything about his
acquisition of that lease?

A, Mo, I really don't.

PERMIAN COURT REPORTERS, INC.
MICLAND-ODESSA (915) 683-3032
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Q. When did you obtain your interest?

A, I think at the time -- I'm not certain
of this, but I believe at the time of his death in
1967.

Q. What was the nature of the interest that
you acgquired?

A, 25 percent working interest.

Q. About when was it that you ceased to be
active as an operator?

A. Approximately a short period of time
after his death, because I was involved in managing
estate affairs, and it was not practical to try tc
give attention toc both.

Q. Okay. So from that time forward,
roughly 1967 or thereabouts, your involvement in the
0il and gas business has been what? How would you
describe 1it?

A, It diminished to a considerable degree.
I maintained a couple of corporations that were in a
position to be operator, but I tried to avoid the
operation because I didn't have the engineering
staff available as conveniently as 1 did when I
lived in Midland. At this period of time, I'm
living in Dallas that we are talking about.

Q. Okay. Let me try and clarify that then.

PERMIAN COURT REPQORTERS, INC.
MIDLAND-ODESSA (915) 683-3032
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A. All right.

Q. You discontinued living in Midland when?
A, 1965. September, '65.

Q. And moved to where?

A, Moved to Dallas, Texas.

Q. But you were still active in the o0il and

gas business as an operator/driller?

A, Yes.

Q. 2And when did you remove your residence
from Dallas to some other place?

A. In 1981, I moved my office. I still
have a residence in Dallas, Texas. 1In fact, I

consider myself domiciled in Texas.

Q. So your home is actually in Dallas?
A, Yes, sir.
Q. And what you have on Foothill Drive in

Phoenix then is an office?

A, I have an office. That is considered an
office and a winter home.

Q. I see. About what time of the year do
you spend there?

A, About half of the year, beginning late
September, and then coming back to Texas in the
latter part of May.

Q. Who is Carol A. Murphy?

PERMIAN COURT REPORTERS, INC.
MIDLAND-ODESSA (915) 683-3032
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A. She was a secretary for me for a number
of years, either two or three years, something like
that.

Q. During 1985 and 1986, she was in that
position?

A. I think so, yes.

Q. Was there anybody else employed in your
Phoenix office?

A. Yes. I had a lady that did the
bookkeeping and accounting, and her name was Carol
Mariner. Wait a minute. Donna Mariner.

Q. Any other employees in your office

during 1985 and °'867?

A, No.

Q. What is the whereabouts of Carocl Muxrphy
now?

A. I haven't any idea. She left a couple

of years ago with a conflict with her husband and
her credit, and she left under -- and nobody can
find her. There are a lot of people that would like
to know where she is for car payments and things

like that.

Q. Did she leave your employ on good
standing?
A, No. I had to discharge her. She was

PERMIAN COURT REPORTERS, INC.
MIDLAND-ODESSA (315) 683-3032
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not satisfactory. She wasn't working out. She was

undependable.
Q. In what respect?
A, Well, she would not show up for work for

a day or two at a time.

Q. Po you have an office and employees in
Dallas?

A. No.

Q. So year-round, even though you are not

there, the Phoenix office constitutes the place that
you do business?

A, Yes.

Q. And have you continued to conduct the
business out of that office by the employment of a
secretary and a bookkeeper?

A. Yes.

Q. In other words, somebcdy has replaced
Carol Murphy in the same position?

A, Yes.

Q. Okay. Going back to this Carlson lease,

when you obtained it in 19687, was it productive?

A, Yes.
Q. From what wells?
A, Wells 3 and 4 -~ 2 and 3. I don't

remember.

PERMIAN COURT REPORTERS, INC.
MIDLAND~-ODESSA (915) 683-3032
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1 Q. Who was operating it?
2 A, Sun.
3 Q. And was everything satisfactory as far
4 as you were concerned, the production, revenue?
5 A, The production was very consistent.
6 Q. Both wells?
7 A, Yes,
8 Q. Did it remain that way up through the
9 time that Mr. Hartman became operator?
10 A. The revenue dropped off after Mr,
11 Hartman took operation.
12 Q. Okay. And so your testimony is up to
13 the time Mr. Hartman took operation, production was
14 consistent from both wells, the 2 and the 37
15 A. To my knowledge. I didn't keep that
16 close of a tab on what the runs were. They seemed
17 to be holding their own as far as revenue.
18 Q. Well, how many wells would you say you
19 had an interest in, in this period of time we are
20 talking about, the '70s and the early '80s?
21 A. It would just be an estimate, but I
22 would say around 100 wells,
23 Q. In your experience, have you ever
24 participated in the 0Oil Conservation Commission or
25 Q0il Conservation Division hearings in New Mexico?
PERMIAN COUéT REPORTERS, INC.
MIDLAND-QODESSA (915) 683-3032




12

1 A. No, not to any great degree.
2 Q. Have you ever been in any of those
3 proceedings as a party., whether you personally

4 appeared at the hearing?

A, Oh, I have had representation. I have

6 been at the hearings, but I have not testified at

7 those hearings.

8 Q. And who has represented you in those

9 proceedings from time to time in the past?

10 A, Dub Girand. Of course, he is dead now.
11 Robinson, Ship, Robertson & Barnes out of Oklahoma

12 City. I think that they are the firm that is

13 dissolved. And I believe they are dead now also.
14 Q. Anybody else?

15 A. Not that I can recall off the top of my
16 head.

17 Q. When did it come to your attention that
18 Sun's status as operator had been transferred to

19 Doyle Hartman?

20 A, I don't remember that precisely.

21 Q. Did you do anything as a result of that
22 under Doyle Hartman's operation, make any kind of
23 inquiries or communicate with either Sun or Doyle
24 Hartman?

25 A. At a date when I noticed the production

PERMIAN COURT REPORTERS, INC.
MIDLAND-ODESSA (915) 683-3032
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had -- or the revenue had ceased, it was called to
my attention by my accounting department., And I
tried to contact the Hartman office. In fact, I
made a phone call to Doyle Hartman on several
occasions. In fact, two or three phone calls. And
I didn't get a response. He didn't return my call.
Now, the precise dates on that I can't give you.

Q. On this 25 percent working interest in

these Carlson leases, do you still have that

interest?
A, Yes, sir.
Q. Have you had any discussions with

anybody about transfer of that interest, sale of it?

A. No. No one has approached me on trying
to buy the interest.

Q. You have had no negotiations with
Meridian 0il Company or Meridian 0il, Inc.?

A, No, sir.

Q. Any negotiations with El1 Paso Natural
Gas Company?

A. No.

Q. So the 25 percent working interest that
you have had since 1967 you continue to have, and it
has not been diminished, or assigned, or made any

kind of transaction concerning it?

PERMIAN COURT REPORTERS, INC.
MIDLAND-ODESSA {915) 683-3032
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A, No, sir.

(Deposition Exhibit No. 1 was
marked for identification)

Q. Were you aware that in April of this
year that postponement of the proceedings before the
New Mexico 0il Conservation Division was asked by
your attorney, Mr. Ezzell, and the reason was stated
that there were negctiations going on with Meridian?

A, I'm not -~ there had been some mention

of it, but I didn't pay that much attention to it.

Q. Mention of what? Negotiations with
Meridian?
A, Yeah. But the negotiations with

Meridian and El1 Paso were in the works at the time,
and I thought it would be quite a period of time
before things settled down and that was cleared out.

c. Okay. Well, tell me about the
negotiations with Meridian and El1 Paso. What was
the subject?

A, Well, my basic understanding was that
Meridian or El Paso, whichever, however they relate
to each other, had bought Hartman's properties.

Q. I'm talking about negotiations as far as
your interest are concerned.

MR. HENSLEY: Can we get off the

PERMIAN COURT REPORTERS, INC.
MIDLAND-ODESSA (915) 683-3032
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record?
MR. GALLEGOS: Yeah.
(DISCUSSION OFF THE RECORD)
A. I didn't mean to be evasive. My idea,

the way I interpreted the negotiations, if somebody
sends me a draft for a dollar amount that is in the
form of a lease, offer to purchase, then that is the
only thing I really take seriously. Then I will get
back to them personally by phone and try to
negotiate and bring it up to something that we can
either agree on or reject. And that has not
happened on this lease. So I want to make sure my
answer is correct with you.

Q. Well, I think there is some mis-
understanding, and we will need to pursue it a
little bit.

A, Okay.

Q. You say you only consider it
negotiations if somebody sends you a check?

A, Or a draft with an offer, because I hear
so many things that are just unfounded, and really
they are trying to eveluate cr test the area to some
degree. And I don't consider it a valid offer
unless I get a letter with a check.

Q. Well, let's use the term "negotiations"

PERMIAN COURT REPORTERS, INC.
MIDLAND-ODESSA (915) 683-3032
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a little more broadly then to include talking about
acquiring your interest or settling with you as to
any rights you might have to sale of gas under gas
purchase agreements, those kinds of things, even if
there was not actually a draft or a check sent to
you.

A, No, sir. I have no conversation as to a
dollar amount of the gas that represents my 25
percent interest with anybody.

Q. Have you had any conversation that

doesn't represent a dollar amount that expressed an

interest?
A. No, sir.
Q. Did you attend the working interest

owners' meeting at the invitation of Meridian?

A. Yes, sir.
Q. About when did that take place?
A. I don't remember. It was several months

ago. My interpretation of that meeting was that
they were trying to introduce themselves as the new
administration of the properties and were trying to
keep everybody reasonably assured or content that
they were going to look after their interest. And
it was almost like an introduction, a coffee social

or something of that affair.
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1 Q. Well, did the Meridian representatives

2 express an interest in acguiring the properties?

3 A. No, sir, they did not.

4 Q. Let's go back to your testimony, Mr.

S Olsen, about your calling Mr. Hartman concerning the
6 revenue drop-off, dissatisfaction with the

7 operation, You say you spoke to Mr. Hartman himself

8 on some occasions?

9 A, No, sir. I tried. ©Now, at some point
10 during the July 10 -- I'm sorry, I'm not as up on
11 the files, as good with the figures as he was by

12 quite a ways, because I haven't paid that much

13 attention to it.

14 But, anyway, during the course of our

15 position on the Carlson lease, I tried on two and

16 possibly three occasions to call him personally, and
17 he never did return my cail.

18 Q. Well, did you talk to somebody in the

19 Hartman office?

20 A. Yes. I think I talked to someone in the
21 accounting department.

22 Q. Mr. Burx?

23 A, I think that was 1it, yes.

- 24 Q. And what was the general message or

25 communication you were making?

PERMIAN COURT REPORTERS, INC.
MIDLAND-ODESSA (915) 683-3032




11
12
13
14
15
16
17
18
19
20
21
22
23
.24

25

A. The only real reason I would have to
call him was to ask why the revenue had dropped off.
And his position was at that time, "We have fecently
acquired the property, and we have put the revenue
in suspense. And as soon as we have our files
straightened out, we will get back to you."

Q. Okay. Let me show you Deposition
Exhibit Number 1 to the Olsen deposition. Take your
time to read that to yourself.

MR, HENSLEY: ©Off the record.

(DISCUSSION OFF THE RECORD)

Q. Have you had an opportunity to read the
exhibit?

A, No, not really.

Q. Well, do you recognize it as a letter

from and signed by Doyle Hartman?

A. Yes.

Q. Dated January 24, 19852

A, Uh-huh.

Q. And it did provide you with an

explanation of what was happening as far as

production and revenue and that sort of thing, true?

A. Yes.
Q. Did you receive that letter?
A. Yes.

PERMIAN COURT REPORTERS, INC.
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1 Q. Did that letter also express some

2 interest in additional drilling or buying your

3 property? |

4 A. It indicates buying a specific 40 acres
5 for a price of $22,500.00.

6 Q. Well, a specific 40 acres? There is a
7 reference to the Southeast of the Southeast of

8 Section 23 and the Southeast of the Northeast of

9 Section 26. That's two 40-acre tracts.

10 A, That was a mistake. I wouldn't consider
11 selling two 40-acre tracts for that price.

12 Q. So you were considering selling one 40-

13 acre tract for $22,500.007
14 A. No, no. I was considering selling one

15 40-acre tract for $50,000.00.

16 Q. Well, we will talk about that. Was

17 there some good reason in your mind to enhance the
18 recovery of the reserves from these properties by
19 drilling one or more infill wells?

20 A, Well, I had the opinion that there was
21 so many cubic feet of gas in reserve and that the
22 price that we were discussing was not adegqguate to
23 recover the number of feet that were in place.

24 Q. You are talking about what you would
25 sell your interest for?
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A. Yes.
Q. But I'm asking you about the
indications, if you had any thoughts on it, of

drilling infill wells.

A. Myself?

Q. Yes.

A, Not seriously.

Q. Why not?

A, Because it's too hard for me to crank up

operations to go back into the operating business.

0. Well, how about infill wells being
drilled by the operator?

A, Well, the present operator, I haven't
gotten into it to the extent to evaluate it that
closely.

Q. No. I'm talking about -- here we are in
1985, and what I'm asking you about is your thinking
about having the operator, Doyle Hartman, enhance
the recovery o©of reserves from these Carlson leases
by drilling infill wells.

A, Well, the AFE that was submitted on an
infill well, I thought the cost was rather high, and
I didn't feel that it was a reasonable price.

Q. Well, we will get to that, toco. My

gquestion is whether you wanted to see or thought.
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would be motivated, that there ought to be infill
wells drilled.

A, Well, to me, gas is a store of value
that is in place and you don't always get the
benefit of it as quickly as you would like. And the
fact that it is g store of value, if it were maybe
developed by somebody else at a later date at a
different price, it might even be more efficient
than trying to jump in and do it right at this
moment. And that is why I was not entertaining the
first idea that came along for an infill well.

Q. Okay. So you are saying that your
position was just let the existing Number 2 and
Number 3 wells go along and do not drill infill
wells?

A. Well, I wouid like to go along with an
infill well if it would not eliminate my income from
2 and 3, which had been pretty good for the past
years. And then an infill well is going to pull a
lot of reserves out. It's going to pull the
capacity out of the other wells, and I needed to be
compensated for that loss.

Q. If an infill well was drilled on either

of those 40's, you were going to have a 25 percent
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interest in that production, were you not?

A. But it's a considerrable gamble as to
what that well would do compared with what the
stable production of what the other wells had been
in the past.

Q. And what do you base that on? Tell me
about --

A. Well, that's just my personal opinion.
I don't have an engineering reserve background to
substantiate that. So it's just my personal
opinion.

Q. So essentially you were not interested
in participation in the drilliang of infill wells on
this Carlson lease?

MR. HENSLEY: I don't think he said
that, but go ahead and answer the question.

A. Well, I intended to convey that if it
was a reasonable -- I figured the $390,000.00 on the
AFE which I received was rather substantial for one
of those wells. And I would have been interested in
maintaining my participation or paying my working

interest part had the AFE been of a lesser figure.

Q. So you did receive an AFE?
A. Yes, sir.
Q. And it showed a total through completion

PERMIAN COURT REPORTERS, INC.
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of $390,000.007?
A, Yes, sir.
Q. And that included a 15 percent

contingency factor, correct?

A. As far as I remember, I think that's
correct,
0. And what amount of money would have been

appropriate for you, that you would have wanted to
participate in the well? What well cost?

A. Really, I don't know. I would have to
have compared that with what other wells in the area
were being drilled at the time. I didn't know if
that was a reasonable figure or a high figure. But
off the top of -- it seemed a little high to me.

Q. Well, in order to conclude the
$390,000.00 was too high, you had to have some idea
of what was a reasonable figure, did you not?

A. I felt generally that it was about a
third high. If it was a third to 40 percent less,
it would have been more reasonable.

Q. So you thought a well, infill well,

should have been drilled --

A, For less than $300,000.00.
Q. -- for less than $300,000.007?
A, Yes.
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Q. And what did you base that on?

A, I was basing that on present drilling
costs in that area. ‘

Q. And what experience were you having with
present drilling costs at that time?

A, Deals that were submitted, submitted
AFE's, not precisely in that corner of Lea County.
but there were some in a close encugh area that it
was similar. I have participated in working

interests with other operators.

Q. In 1985 and around that period of time,
19862

A, Yes. Even today, yes.

Q. Tell me what operators you participated

with in Lea County in '85 and '86.
A, I would just have to go back and check

my records. I couldn't pull them off the top of my

.head.

Q. Well, I don't expect you to be total or
comprehensive. But just what comes to your mind?
A. I just can't come up with one right now.

I can't think of one.
Q. Okay. But based on that, you are able
to say that an AFE reflecting a well completion cost

of $300,000.00 would have been one that you would
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have participated in?

A, I would have loocked at it more
seriously.
Q. Well, if it were $275,000.00, that's

when you would have participated?

A, I would have looked at it very
seriously.

Q. And $250,000.00 --

A. I would be delighted to go and meet at
the office, ves.

Q. Did you respond to Mr. Hartman's letter
to you? He says in his letter he would like to buy
your interest and please let us hear from you as
soon as is conveniently possibkble. This is the
January 24, 1985 letter.

A, If T did -- I'm sure that I did, but I
don't have a copy of it with me.

Q. You are sure that you did?

A. Well, I believe that I did, because I
usually answer my correspondence.

Q. And that is usually done in an answer in
writing signed by you?

A. Yes., Or if I should be out of town, I
have it signed by either my secretary or whoever

handles the matter, and then initial it down there
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to show a source of my signature.
Q. It would be accurate to say that you
have a file in your office on the Carlson Federal

lease, don't you?

A, Yes, sir.

Q. Have you made that available to your
counsel?

A. Yes.

Q. You are sure of that?

A, I think so.

Q. Well, have you loocked through that file

to find this letter which constituted your response
to Mr, Hartman's January 24, 1985 letter to you?

A. No, sir. I have not searched it out to
find the answer to that letter. I have not done
that. ©Now, that does not mean that I cannot make a
strong effort to try to produce it.

But I recently found the original files
that go back to file 1, file 2, file 3. A period of
time during our move from Dallas to Phoenix and
dealing with a series of non-oil personnel have had
a great deal of difficulty in keeping the oil and
gas department alive without a little extra effort.

So I think that I can produce it if you

would like to see it,.
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MR. HENSLEY: Let me interrupt just a
minute, because I'm sure you don't want to, and I
don't want to play any games in this thing, 5ecause
I don't do that. TIf you want a copy of the
response, I will give it to you right now, and we
can get on with it.

MR. GALLEGOS: Yeah. That's where
I'm going. I was going to ask you.

MR. HENSLEY: Sure. We are delighted
to do that.

MR. GALLEGOS: In fact, 1if Mr.
Olsen's file is available just as we provide ours,
if you would like to see his.

MR, HEMSLEY: Sure. We'll have to
Xercx it, but I'll give it to wyvcu. But I will tell
you whatever we've got.

MR. EZZELL: We got most of it from
Mr. Hartman's file, because we didn't get very much
from Mr. Olsen. But we built most of what we had
from the files when they were presented to us.

MR. GALLEGOS: Well, let's try to
keep that straight so we know what we got from Mr.
Clsen.

(DISCUSSION OFF THE RECORD)

Q. By way of clarification, Mr. Olsen, you
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mentioned something about files 1, 2, 3.

A, Those are the original files when the
lease was put together. And they are quite 6ld.
And I found them. And they possibly should have
been done away with years ago. But I found them
stored in dead storage at the ranch by accident.
They go back to the '40s and '50s. They are quite
old.

Q. But as to current files, it would show
the period we are interested in, in the '80s?

A. For a period of time, whether it was
through our -- well, it was misguidance. We
couldn't find this file. And then we started
putting things together and finally came up with
one. But as to this correspondence, we have that
available.

Q. Okay. Let me just have a moment here.

A, Sure.

(PAUSE)
(Deposition Exhibit No. 2 was
marked for identification)

Q. Would you identify that for the record?
It's been marked as Exhibit 2 to your deposition,
Mr. Olsen.

A. Yes, sir.
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Q. And what is it?

A. It's a letter from my office to Doyle
Hartman in regard to the Carlson Federal Number 3.
And it's signed by my employee, Donna Mariner, under
my instructions.

Q. And as far as the offer to purchase your
interest in the lease, the first one-sentence
paragraph covers that, where you say the offer is
insufficient?

A. Yes, sir, that's correct.

Q. Okay. How much was the Number 3
producing at that time per day?

A, Sir, I couldn't begin to tell you. I
don't remember.

Q. But it was a satisfactory amount as far
as you were concerned?

A, At this particular time, I'm not -- I
just don't know what it was. At one point it was
satisfactory., and at a point later on I felt that it
was not commercial.

Q. Do you remember when that was?

A, No, sir, I don't know. I would have to
have some figures in front of me.

Q. And with that being the case, what would

be the indication as to what should be done with the
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well?

A. Well, possibly a workover, participate,
a2 reasonable additional well -- I really was
concerned about how much water the well was making,
if the water encroachment was going to be sufficient
to -- I just wasn't informed about what the
condition of the lease was.

Q. And did you seek to obtain information
from Hartman?

A, Yes, sir, about the revenue. I was
concerned about that.

Q. About the revenue?

A, Right. That's the primary interest, why
I'm in the o0il business.

Q. But as to ways in which the revenue
might be enhanced by, say, a workover, did you

inquire about that and suggest that be done, for

example?
A. No, I really didn't.
Q. You understcocod that any expenditures on

that Carlson lease were going to be paid 75 percent
by Hartman, didn't you?

A, Yes.

Q. You didn't think that Hartman was going

to be spending a dollar on that lease for workover
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infill well of which he paid 75 cents that wasn't
necessary to spend, did you?

A. Well, in all due respect, Mr. Hartman
was an unknown value to me at the time, and I didn't
know his efficiency in -- and not to cast any
aspersions on him at this date. But I had no
knowledge of his efficiency and whether this would
be money well spent with an unknown. And I mean no
disrespect in what I said. It's just the way I
looked at it as I look back in hindsight.

(Deposition Exhibit No. 3 was
marked for identification)

Q. Let me hand you what has been marked as
Exhibit 3 to your deposition, and ask you to look

that over and see if you recognize it.

A, Yes, sir,.

Q. Do you remember receiving that letter?
A, Yes, I think so.

Q. And that letter basically says to you

that the operator, that is, Doyle Hartman, thinks an
infill well should be drilled. And here is the
attached authorization for expenditure and detail
estimate, correct?

A, I don't precisely remember it, but I'm

certain that it was attached and I got it.
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Q. Okay.

A, But this is a breakdown of the cost of
the $390,000,00. Yes, I do remember seeing it.

Q. Okay. And from your prior testimony,
without having to rehash that, your reaction was you

didn't want to participate based on these kinds of

costs?

A, That wasn't something I was bound to do
it.

Q. Well, you didn't want to?

A, I didn't want to, that's correct.

Q. So instead, were you interested in the

other alternatives that were provided by this

letter?
A, & farmout or a sale.
Q. Qkay. The alternatives here are

basically -- first of all, you can participate.

Here is the AFE, and you can pay up and participate?

A. Right.

Q. You didn't want to do that?

A, Right.

Q. The next alternative was a cash sale of

your interest?
A, Yes.

Q. Did you want to do that?
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A, Yes.

Q. I'm not saying the $2,500.00 was
satisfactory. |

A, I wanted to do that. But I considered

that an offer of negotiation like I described
earlier. Even though a draft wasn't submitted, I
considered that an offer. And I countered with the
$50,000.00.

Q. Okay. And I will follow up on that.
But the other alternatives were a farmout. You
weren't interested in that, at that point?

A. Not really, no.

Q. And then the fourth alternative would be
that you would be compulsorily force pcoled, as they

say., by the action of the 0OCD?

A, Uh-huh.

Q. You understood what that meant?

A. Sure.

Q. And you had been through those kind of
proceedings?

A. Yes.

Q. Both probably as the forcer and the
forcee?

A. Yes, sir.

Q. Okay. Now, tell me about your
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countering for $50,000,00. How was that
communicated?

A. Well, to the best of my knowledgé, I had
a geologist in Oklahoma City that was doing deal
evaluation, and he was rather interested in handling
the negotiations on this. And he was in touch with
a Mrs. Sutton or Miss Sutton, or whatever it is, in
Doyle's office.

And we finally -- he almost became the
capacity of trying to broker it. "Well, I can get
you $50,000.00." I said, "I don't want to be -- I
don't want to keep hearing these deals." I said,
"If you get me a check, cashier's check, for
$50,000.00, I'll sell that 40 acres for the infill
well.,"

He said, "Okay. I think we can do
that." So I said, "Well, let's put a time frame
around it so it docesn't go on indefinitely." The
time frame came and went, and I said, "I don't want

to hear about it anymore."”

Q. Who was the geologist?
A. Foraker.

Q. James P. Foraker?

A, That's correct.

Q. F-o-r~-a-k-e-r?
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A, Yes.
Q. These communications up through
Exhibit 3 have been between Hartman or Hartman's

office and you, Mr. Olsen, correct?

A. That's correct.
Q. Why was Mr. Foraker needed?
A. Because he's representing me on the

evaluation of it, and I'm forwarding these letters
to him and letting him handle the deal so that I'm
not involved in it really personally, pretty much
like he has Mrs. Sutton do it for him.

Q. I see. So you were utilizing his

geological skills?

A, Knowledge, yes.

Q. To evaluate the lease?

A. Yes.

Q. To see whether $50,000.00 or $22,000.00

or whatever was a proper value?
A. Yes, sir.

Q. And then since he had done the

evaluation, you let him go ahead and step in as your

representative on the negotiations?

A, Yes.
Q. How was he going to be paid?
A. Well, he had been evaluating all the
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various things that come in, the drilling

opportunities. He's paid when he submits a bill, in

cash.
Q. Just for his time?
A, Yes.
Q. Not a percent of the amount that he

would get?

A. No, no.

Q. Now, did he keep you informed of the
various communicat;ons he had with Ruth Sutton of
the Doyle Hartman office?

A. Yes, he did.

Q. And did he tell you that around July
30th he had come to an agreement that $50,000.00
would be an acceptable amount for the lease?

A. Yes, he did. Right.

Q. And then there were some conditions, I
think. He wanted a cashier's check?

A, Yes. That's correct.

0. And a cashier's check had to be

delivered during banking hours and by October 1°?

A. Yes, sir. I believe that's correct.
Q. And that was the time frame?

A. Yes, sir.

Q. October 17
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A, Yes, sir.

Q. And then did he tell you that, in fact,
he was sent a proposed assignment and bill oflsale.
the paperwork for making the transaction?

A. I think that he did say that, yes.
(Deposition Exhibit No. 4 was
marked for identification)

Q. Just to keep things sort of in order,

I'm going to show you Exhibit 4 and ask you if you
received that.

A, Yes.

Q. Okay. So following the July 10, 19385
letter from Mr. Hartman, Exhibit Number 4, the
letter from Mr. Carr, July 22, 1985, informed you
that Hartman was going ahead with the compulsory
pooling case on the Number 4°?

A. Yes, sir.

(Deposition Exhibit No. 5 was
marked for identification)

Q. Let me show you Exhibit Number 5 to your
deposition, Mr. Olsen. That's a letter of July 30,

1985, from Ruth Sutton to you?

A. Uh-huh.
Q. Did you receive that letter?
A, Yes, I'm sure I did. I don't remember
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it precisely, but I think that I received it.
Q. Ms. Sutton, in that letter, is
discussing farmout terms as opposed to a cash buyout

of your property interest. Was that appealing to

you?
A. Ne¢, it was not.
Q. You wanted to go the cash-out route?
A, Yes, sir.
Q. Now, you knew that there was a case

filed before the Commission. And by Mr. Carr's
letter, which is Exhibit 4, you also knew the date

that the hearing was to be held, correct, July 31,

15857

A, Uh-huh.

Q. Isn't that true?

A, Yes, sir.

Q. Why didn't you attend that hearing?

A, Well, first of all, this letter was
received and was signed for by my office. But July

iz a very hot month, and I probably wasn't in my
office, and they read it to me on the phone maybe a
couple weeks later.

So I'm assuming that based on this being
July that I just wasn't notified of it by my own

people., Be whose fault that it may, it's my
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responsibility, but I didn't get it.
Q. Had your office advised you concurrently

with receipt of the letter --

A, I still probably wouldn't have gone.

Q. Would you have sent a lawyer?

A, Yes, I probably would have done that,
ves.

Q. Why would you have done that?

A, Well, I want to represent my interest.

I think it should be handled properly.

Q. And with your experience in the business
and in OCD proceedings, you knew it was most
probable that if you were not there to oppose the

application, the application was going to be

granted?
A, It's vital to be there,
Q. Otherwise, the application would be --
A. I understand that. Yes, sir.
Q. And this letter, Exhibit 5, by Ms.

Sutton again says that the pooling hearing has
already been scheduled. 8So do you know whether your

office told you about that?

A. I can just assume that it's part of the
same =-- handled in the same manner.
Q. Okay. In July, around this period that
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we are talking about, late July, was Carol Murphy in
your office keeping you informed of the
conversations that she was having with Ruth Sutton

about a farmout agreement?

A. Donna Mariner was supposed to be doing
that. Carol was primarily a secretary, and she ran
the word processor. But she was not -- Donna

Mariner was supposed to be doing that.

Q. Well, let me ask you this. If Carol
Murphy informed Ruth Sutton that the farmout
agreement was acceptable to you, that was false. Is
that --

A. Well, not necessarily, because Donna
Mariner was supposed to be handling the lease files.
Carol Murphy, if =she was involved in what we are
talking about, simply acted on the instructions of
Donna Mariner and said, "Well, call Ruth Sutton and
tell her so and so."

Q. I see. But Donna Mariner then would
have been in the position to make those kinds of --

A. The official capacity to represent me in

my lease files, yes, and negotiations.

Q. And to make decisions of that sort?
A. Yes, vyes.
Q. So Donna Mariner would have been in the
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position to represent you and make the decisions.
Carol Murphy would simply have been the messenger?
A, Now you've got it. That's it. ’
Q. Okay. And I suppose at some point Donna

Mariner would keep you advised of what she was

doing?
A, Yes,
Q. All right.
(Deposition Exhibit No. 6 was
marked for identification)
Q. This is Exhibit 6 to your deposition,

Mr. Olsen.

A, Okavy.

Q. Take a look at that.

(DISCUSSION OFF THE RECORD)

Q. Have you been able to get through that,
Mr. Olsen?

A, Yes, I have. And I cannot say for sure
that I ever received this or the assignment. And I
will also add -- whether I should or not, I will add
an explanation that I rather suspect that Foraker
was acting now, instead of evaluation, is turning
himself into a partial broker and wants to submit
it. And I don't think I have a copy of that one. I

don't remember seeing it.
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Q. Well, you should have, wouldn't you
agree?
A, Sure, I should have. Yeah. But I'm not

sure that I did.
MR. HENSLEY: Can we get off the
record and clear it up?
(DISCUSSION OFF THE RECORD)
(Deposition Exhibit No. 7 was
marked for identification)

Q. Exhibit 6 we have identified as a letter
from Ruth Sutton to James P. Foraker, September
20th. That was kind of small print that took awhile
to read that one over?

A, Yes, sir..

Q. Now, it is quite clear from that letter
that the subject in terms of what Hartman's office
was dealing with was two 40-acre tracts, correct?

A, That 1is what this letter says. The
position I had with Foraker was I did not have in
mind two 40-acre tracts.

Q. Okay. So evidently Mr. Foraker got off
on the wrong track, spelled t-r-a-c-k?

A. Yeah. We are saying things different.

0. And Exhibit Number 7, would you identify

that, Mr. Olsen?
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(PAUSE)
A, Yes. I think I received that letter. I
believe I have. Yeah. |
Q. Do you recall that for goocd reason he

had expected to see you soon after September 20th so
that he could have gone over this matter with you?

A, I possibly implied I was going to be in
Oklanoma City and that I would drop by and we would
have lunch or have a meeting. That was the only --
I did not schedule him to come to Phoenix. I often
go to Oklahoma City. So I think that possibly
during the course of our conversation on this -- he
is looking at four, five deals for me at the same
time. This is just one of several. And I said,
"Well, I will be up there, and I will talk to you
later." So he puts that in his letter that we are
going to get together. Now, that is an assumption.
I don't want to swear to that.

Q. This time of the year, that is, October
of 1985, you would have gone from living in Dallas

to Phoenix?

A, Uh-huh.
Q. I'm interested in the sentence here that
says -~ and I gquote -- "Pursuant to your

instructions I have ceased work on the Carlson
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project."™ Do you remember the conversation on that
subject?

A. It related to the time frame that we put
around it, that if I didn't have payment for it by
October the 1st, then cease work on it because the

deal was off.

Q. And here he received the letter on the
20th and --

A, Well, I didn't get this letter.

Q. No. In fact, by his October 4th letter,

he is only sending you the assignment and not the
letter. I mean, that's the way I interpreted it.

A. Yes, I think that's correct.

Q. But evidently there had been some
ccnversation between you and Mr, Foraker before his
October 4th letter, and that is what I'm asking.

A. I'm certain there had. I'm certain I
told him, "If you don't have a cashier's check
here" -- and I didn't want -- I'm getting a little
edgy about things going to him, because I sense that
there is too much going to him, and I'm not
getting -- being kept informed. I said, "I want the
assignment and cashier's check here."™ So I'm sure
that I fired him about this time.

Q. Okay. I take it you weren't pleaéed
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with the way he was handling this transaction?

A, Not at all. And others to boot.

Q. So now what we have in early Octéber is
you knew there would be an unopposed forced pooling
application before the OCD on July 31, 1985, in
Santa Fe, correct?

A, Yes.

Q. So you knew that it was about 99.5
percent sure that forced pooling would come about?

a, Yeah.

Q. And in early October, you also knew that
these negotiations to sell your interest in the

lease had come to an end?

A. Uh-huh.

Q. Okay. ©So your interest was force pooled
and --

A, Yeah, that's it. Force pooled.

Q. And what did you do to find out what was

going on as far as drilling that well into that
forced pooling proceeding?

A. I'm sure a period of time went by and
I'm not -- I really don't remember what I did at
this moment. I would have to refresh my memory to
correctly answer that question. And I just don't

have anything in front of me to stimulate it.
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Q. Well, you knew that a well was being or
would be drilled at a cost that you thought was too
high? 4

A. Yes, sir, that's correct.

Q. Okay. Can you tell us any steps you
took in regard to asserting that position or
grievance in this period of time, let's say before
the end of 19852

A. Well, I just fired my only oil and
gas man, so I'm just not loaded with technical
people to see what I'm doing. But I had -- I just
don't know., I'd have to search my files.

Q. Well, let's take a look in case your

files reflect any action like that.

A, Ckay.
Q. Because they are here. And Mr. Ezzell
can tell us if they show us anything. If it's

nothing, it's nothing.

MR, EZZELL: Any objection or any
correspondence relative to the drilling of the well
after the well --

MR. GALLEGOS: Inquiry to Hartman,
hiring an attorney, doing anything.

MR. EZZELL: I have seen nothing

until Mr. Olsen hired the attorney who subsequently
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referred him to us, which did not occur in 1985.
(Deposition Exhibit Nos. 8 - 9
marked for identificatién)

Q. Mr. Olsen, I'm going to hand you an
exhibit marked Number 8 to your deposition. 1It's
dated October 1, 1985, It appears to be a letter
from Ruth Sutton to you in Phoenix. Would you look

that over, please?

(PAUSE)
A, I definitely remember receiving this
one, vyes,.
Q. Okay. And it informs you that, in fact,

there was a hearing held on the application?

A, Uh-huh.

Q. And it also informed you what had gone
on in Hartman's offices, the perception of their
negotiations with Mir. Foraker that they had made a
deal, correct?

A, Yes.

Q. And would it be fair to say from your
testimony that Mr. Foraker had been off doing things
that --

A, In a different way, yes. I think it was
about this time that I had called Mr. Hartman. And

he was either out of town or unavailable or
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something. And whether he got the call or not, 1
don't know. But I remember in this period of
negotiation, I tried to talked to him myself;

Q. Okay. How about Ruth Sutton? Did you
try and talk to her?

A, No, I never tried and talked to Ruth
Sutton. Well, I may have now. I may have. I'm not
too sure. No, I didn't talk to Ruth Sutton. I was

going to talk to Dovle.

Q. Let me hand you Exhibit 9.
A, Okay.
Q. And that appears to be a letter of

October 4th, not from Ms. Sutton, but from Mr.
Hartman to you about this same subject of thinking
that a deal had been made to sell this Carlson
Federal lease?

A, I precisely remember receiving this
letter. And it further drove a wedge between us.
It included two 40's for $50,000.00 rather than a
single 40 for an infill well for $50,000.00.

Q. It says that Hartman had proceeded with
the drilling of the well. There was no question
about that?

A, Yes. But the $50,000.00 he was talking

about in his letter included two 40 acres. And I
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only wanted to sell one 40 acres for $50,000.00.

Q. Why didn't you write Mr. Hartman at
least and say that, "I will sell you 40 acres for
$50,000.00"?

A, Well, I really didn't think that there
would be much need, because I had tried to have
Foraker to express that we only had the one 40 for
sale, and I didn't want two 40's to go at that
price.

Q. But we know Mr. Foraker didn't express
that. And for that, you became dissatisfied with
him, correct?

A. Well, I --

MR, HENSLEY: Excuse me, I don't
understand that guestion. I think it's misleading.
Would you please restate 1it?

MR. GALLEGOS: Well, we --

MR. HENSLEY: I think Mr. Foraker
made it clear he did understand it was only 40 and
not 80. Exhibit Number 7, I think, shows that.

MR. GALLEGOS: Well, I don't think
it's clear that it does show that. But let's just
deal with my line of inquiry.

Q. The October 1 letter from the Hartman

office and the October 4 letter, 1985, were clear
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statements that Hartman thought a deal had been made
for the lease for $50,000.00, correct?

A, Uh-huh.

Q. Whether you agreed with it or not, you
understood that that was what was being said to you?
A, Yes. But I also felt that we were

getting further apart in that he was encompassing
more acreage than I had intended to put up for sale,
plus I felt that it would be a waste of time to
write a letter to answer this particular one, Since
he is setting out his side of it so clearly, I don't
think that there is anything I could have added in
writing or a telephone conversation that would have
brought us any closer . together to buying that single
40 acres. He wanted $22,000.00. I wanted to sell
that 40 acres for $50,000.00.

Q. Well, the letters that we are talking
about here, Exhibits 8 and 9, are not simply saying,
"We would like to buy such and such land for so
much." They are saying, "We believe a deal was
made." That was communicating to you the position
that might raise some legal implications, wasn't it?

A, That was a great misunderstanding
because I never got any money. How can you make a

deal with no money?
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Q. That's your answer, that a deal could

only be made with money?

A, Yes, sir.

Q. Not by agreement otherwise?

A. No, sir.

Q. Let me have then, if I may. the answer

to my question, which is why did you not respond to
these two letters, October 1 and October 4 of 19852

A. The basic reason I did not respond is I
didn't think that we would be close enough together
by letter response to accomplish anything.
Someplace during this point I tried to call. And my
call -- and I'1l call a couple of times. But if my
call is not returned, I don't call anymore.

So I had tried to call, or I'll come bv.

I come to Midland pretty often. I'd come by his
cffice and see if we could negotiate. But I really

considered theses letters not really sincere valid

offers.
Q. So —-
A. I didn't respond to it.
Q. Now, there is something else you just

said that I want to follow up here. Are you saying
that you came by Mr. Hartman's office in Midland?

A, No, sir, I did not. I said I would be
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available to.

Q. But you had to make that known to him
someway, did you not? ‘

A. Well, I tried to by telephone a couple
of times.

Q. When did you try and phone him?

A. Well, I'm not precise, but I think it
was during the latter part of September or sometime
around October, because I did get both of these
letters, and I wanted to talk to him.

Q. What did you want to tell him?

A. I wanted to see if we could negotiate
and include both of them and bring the price up or

cut the acreage down..

Q. And what did you want to bring the price
up to?

A, I wanted $50,000.00 each.

Q. That's what you would have liked to have

made a deal?

A, Yeah.

Q. And that was something that you could
have put in a letter of one paragraph and sent to
him?

A, Yes, but I didn't.

Q. You are acquainted with the mechanism
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that the OCD employs in compulsory pooling cases
that is sometimes referred to as a penalty factor or
risk factor, are you not? |

A, Yes, sir.

Q. And you know that force pooled
participants in a well quite frequently are assessed
a factor of that nature that may vary from 100 to
300 percent?

A. Yes, sir.

Q. You are acquainted with that. So
knowing what had gone on -- and I don't have to
review it all for this question -- we are aware
there was a well drilled and that you were c¢ertainly

being assessed some sort of penalty factor on those

costs?
A. Yes, sir.
(Deposition Exhikit No. 10 was
marked for identification)
Q. Would you mind identifying for us, Mr.

Olsen, Exhibit Number 107

(PAUSE)
Q. Weoculd you state what it is, please?
A. It's a letter from Campbell & Black of
Santa Fe, regarding case number -- addressed to me,

certified, Case Number 8769, application of Doyle
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Hartman for compulsory pooling. Do you want me to
read the letter?
Q. No. November, 1985, would find you in

Phoenix, correct?

A, Yes, sir.

Q. And you received this?

A. Yes, I received it, yes.

Q. The notice is not only of the proceeding

but that there will be a hearing on this case on
November 21, 1985. You were informed of that?
A, Yes, sir.
Q. Okay. And what did you do to make

yourself a participant in that proceeding?

A. I did not .participate. I did not have a
representative,
Q. Now, on the July 31 hearing, if I recall

your testimony, you think maybe you didn't hear from
your office on that until possibly the hearing was
already held. But in this instance, you had the
notice?

A. I think I had an opportunity to attend
that one if I had elected to.

Q. And even if you hadn't opted to attend
yourself, you could have obtained a lawyer to

represent your interest?
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A, Sure.

Q. And your interest at that hearing would
have been to oppose the pooling of your interest or
at least oppose the drilling cost for the prospect
well, correct?

A. That's correct.

Q. Not attending and opposing the hearing,
you knew what the very probable results would be on
the application of Hartman; that is, the compulsory
pooling would be allowed?

A. Not necessarily. I had counsel in
Oklahoma City. It was Dames, Dougherty and -- what
is that lawyer's name that represented me? Sid
Groom. Sid Groom had . some doubt as to whether the
forced pooling is the way it was being -- that it
was necessary to proceed with it at that time. Now,
I don't have correspondence. But in generality., he
indicated scme doubit that the forced pooling was
that much of a problem. Now, for what reason, I
don't know.

Q. All right. I'm afraid I don't follow
you, what you are trying to say that he said.

A. I had Sid Groom representing me on this.
And he put it to one side that, "Don't worry about

the forced pooling at this time."
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Q. Sid Groom is an attorney in Oklahoma

City?
A, Yes,
Q. And he does o0il and gas work?
A. Yes.
Q. And by November of 1985, he was

representing you on the matters of the Carlson

Federal lease?

A. Yes.
Q. Okay. Why had you consulted with him?
A, Basically because I wanted revenue from

that lease on the same basis that I had been getting
revenue from it in the past. And by now my revenue
is dropping off.

Q. Okay. But I take it you were also
consulting with him as to the regulatory proceedings
involving the forced pooling?

a, That's correct.

Q. Had you consulted with Mr. Groom on oOr
about the time of the July proceedings involving the
Number 4 well?

A. I really doubt it. I don't think that I
had.

Q. But you did consult with him on the

proceedings involving the Number 5 well?
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A. At a later date, yes.

Q. Did he advise you not to participate,
not to be an intervenor in the hearing in Caée 87697

A, No, he didn't, that I remember.

Q. So the answer to my original gquestion is
that you knew what the very likely outcome would be
in this second case on the Number 5 well?

A, Yes.

Q. Geoclogically speaking, did you have any
reason tc oppose the drilling of these wells? We
know your position on the cost. But I'm talking
about from a geology standpoint.

A, Well, it's somewhat of a tossup. That's
pretty close to E1 Paso's gas storage over there,
which is somewhat of a bonus. The other thing is
there is also a substantial water encroachment in
that area. And it takes some pretty good
engineering to go in and get the gas without getting
the water.

c. What consideration had you given to
drainage of your reserves by offsetting wells where
you were only relying on these old wells, the 2 and
3 for production?

A. Well, the 2 and 3 seemed to have a very

reasonable ratio of return without knowing the
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intent and the program of the new operator. I was
rather satisfied with the runs to date rather than
spending a lot of money and not knowing whetﬂer he
would ever get it back, wi;h $390,000.00 back.

Q. Would it surprise you if the data showed
that the Number 2 well had, for some period of time,
many months, been non-productive, that it was so
weak it couldn't buck the line pressure?

A. Well, there are ways to offset that with
compressor or rework or sgqueeze job or packer.

There's ways to handle that.

Q. Well, answer my question first.
A, Was I aware it was going down? Yes.
But I didn't necessarily =-- that's a normal decline

situation, because you have got to do something to
keep the wells on production.
Q. Okay. So what you would have done was
to put on compression?
A. Well, you could have done that. There's
a lot of different avenues that all have different
ratios of return. But they need to be explored and
evaluated quite carefully.
(Deposition Exhibit No. 11 was
marked for identification)

Q. I'm handing you Exhibit 11, Mr. Olsen.
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Would you mind identifying that? Just for the
record, state what it is.

A, Well, it's a letter from Ruth Suéton of
Doyle Hartman's office regarding the Carlson lease.

Q. All right. This letter was sent
certified mail and was on the third notice returned,
not picked up.

A. Okay. Well, this again involves more
acreage for the same amount of money. This would be
the equivalent of selling the other acreage for
$22,000.00.

Q. How did you know what the letter said if
you never --

A, I didn't.. I only surmise from his other

two letters that he was going to try to stimulate a

sale.
0. So you refused the letter?
A. So I refused the letter.
Q. Let me ask you as a foliow-up to this

Case 8769 for forced poocling, in order to drill the
Carlson Federal Number 5, did you take any steps to
ascertain what the costs had been on that well?

A. Not that I recall.

Q. And I'm talking about in 1985 or early

'86.
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A, I didn't, no.

Q. You have since then, of course?

A, Not really, no.

Q. Didn't you have your auditors and lawyer

come to Hartman's office in the fall of 19877

A, That's just to see what the expenses
were. Maybe I misunderstood your qguestion.

Q. Well, first I was asking you about
whether you did that kind of thing in '85 or early
'86. You said no. But then I said, at a later time
you did examine into those costs?

A, You bet.

Q. Okay. In August of 1987, a petition was
filed before the New Mexico 0Oil Conservation
Division on your behalf to reopen Cases 8658 and
8769. Are you aware of that?

A, Yes, sir.

Q. Okay. Tell me what happened preceding
that . in order for you to employ the Hinkle firm to

make that filing in your behalf?

A. I really don't understand the guestion.
Q. What did you do to --

A, That motivated me?

Q. Yes,

A, I wanted to get back on a pay status.
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So I hired this firm to get me back on a pay status.

Q. Now, how long had you not been on a pay
status? 7

A. Since Doyle Hartman took over the
operation.

Q. And that was when?

A. I don't know. ‘84 or '85, whatever the

records indicate.

Q. January, 1985, when he took over from
Sun?

A. Yes, sir. If that's when he toock over,
yes.

Q. And you haven't been on a pay status

since January of 19852
A. No. I got some checks from Doyle. I
was on a pay status. But the production -- things

started dropping cff shortly thereafter.

Q. Within, what, a few months after January
of '857?

A, Yes.

Q. So what did you provide to the Hinkle

firm so they could see about getting vou back on a
pay status?
A. I provided them to the best of my

ability with the existing records that I had at that
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time, which were rather marginal.

Q. The application filed in the OCD in
August of 1987 describes Case 8668 and the ofder in
that case. And it also describes Case 8769 and the
order entered in that case. Did you have those
orders?

A, Sir, I'm sure I did, but I don't know.

I didn't specifically note them in my own mind and
make a record of them.

Q. They were obtainable by you at any time
from the OCD, correct?

A, Yes.

Q. And there is no other explanation as to
motivating circumstance so that you surfaced in this
matter in August of 1987, except you decide you want
to get back omn a pay status?

A. The money is the only thing I'm
interested in, getting this thing cooking,
maintaining the production.

Q. And it had been since the spring of 1985
that you hadn't been on a pay status?

A, Yes, that's correct.

Q. Did you have a gas purchase agreement
with the pipeline purchaser of the gas from the

Carlson leases?
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A, Yes.

Q. And that purchaser was who?

A. El Paso.

Q. And as a result of that purchase

agreement, your gas was sold by you and purchased by

El Paso. You were paid by El1 Paso, correct?

A, Yes.

Q. The checks were coming directly to you?
A, Yes.

Q. Okay. That was true whether Doyle

Hartman was operator or Sun was operator. Isn't
that true?

A. No. That's not necessarily correct.
Sun had been making payments, then Doyle had been
making payments. Now, in the process, Doyle and I
have a falling-out over the way things are being
handled, so I have El Paso pay me direct. And they
did for a short period of time.

Q. Does that refer to the point where
Hartman paid you for the gas production and E1 Paso

also paid you for the gas production?

A, Yes, that's correct.

Q. And you kept both checks?

A, That's right. Yes, sir.

Q. Okay. And then from that point forward,
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which would have been, what, the spring of 1986, El1

Paso was paying you directly?

A.

Yes, but they did only for a wvery short

period of time. And then they put the revenues in

suspense.

Q. El Paso did?

A. Yes. They didn't continue to pay me
indefinitely.

Q. Well, what did you do about E1l Paso

holding your revenue?

A.

Went to them about it.

And them being the Hinkle firm?
Yes.

And what did they do about it?

Gave it a great deal of study.

And sent you bills. Sent a bill every

Yes.
Well, what happened besides that?

Well, I'm still not back on a pay status

with E1 Paso. And, frankly, I don't know how I

stand with El1 Paso. It's so mixed up and confusing,

I don't know how I stand with anybody. I would like

to get it all straightened out with everybody. I'm

not trying to hold anybody's revenue. But by the
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1 same token, I would like to get it straightened out.
2 Q. Are yocu saying you are still in suspense

3 with El1 Paso?

4 A, I'm still in suspense with El1 Paso. Oh,
5 sure.
6 Q. Mr. Olsen, did you get the February,

7 1986 notice to sellers that El Paso sent out telling

8 you how rough things were for them?

9 A. Yeah.
10 Q. And were you aware in March of 1986 they
11 essentially shut in all the production in Lea

12 County?

13 A. Yes, but I'm used to that. I didn't pay

14 much attention to it.. I have a lot of shut~in gas
15 wells in different places.

16 Q. It didn't bother you?

17 A, No.

18 Q. I guess then you weren't aware of Mr.
19 Hartman obtaining an injunction that went into

20 effect April of 1987, requiring El1 Paso to produce
21 those wells and pay the contract prices?

22 A, No, sir, I really wasn't. I didn't give
23 it that much time.

.24 Q. Who is Garold Bowlby?

25 A. That's the gentleman down at the end of
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the table. That's my CPA.

Q. Where does he live?

A, He lives in Norman, Oklahoma.

Q. How long has he been your CPA?

A. Oh, for at least 25 years.

Q. And does he handle the financial and

accounting matters pertaining to your oil and gas
business?

A, Well, he audits, recommends, and
advises. Yes, he does.

Q. Okay. And, of course, he was doing that
for you in 19852

A, Yes, years ago.

Q. Any reason in 1985, after you knew you
were force pooled on these wells anéd knew they had
been drilled under an estimated expense that you
thought was toco high that you didn't have Mr. Bowlby
go in and do a joint interest audit?

A. Well, the material available to us is
the older files. Now, whether it was an internal
mistake, whether the files were deliberately lost or
thrown away as a result of being fired, which I
haven't ruled that out, but that is why I have come
up with a void in my files during the period with

Carol Murphy.
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But I sincerely wanted Carol =-- I sent
Mr. Bowlby and an accountant, an assistant, to E1
Paso to try to find out. El Paso is scared go death
to say anything because they don't know what
their -~ if they even knew it. I'm not sure that
they knew what to say. But if they did, they're not
going to tell me doodley, anything.

So I sent the same group to audit Doyle
Hartman's office to try to find out where we stand
and didn't do any better there. So I still don't
know where we stand as to who owes who what and for
how much.

Q. With all due respect, you really lost me
with that answer.

A, I didn't intend to.

Q. I asked about sending somebody the joint
interest billing in 1985, and you talked something
about the files got lost and the person you fired
and El1 Paso and ~- let's go back. I'm sure you were
tryinglto give an answer.

A. I was.

Q. I just wasn't following you. Let's take
it a step at a time. Okay. You are saying
something happened in your own Phoenix office as to

your records?
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A, Yes.

Q. What happened?

A. They're just not available on this
lease.

Q. And you attribute that at least possibly

to this Carol Murphy who you had to fire?

A. It's possible. I don't want to pin it
that tight, but I have that suspicion.

Q. But you have been in this business a
long time, and you know as a working interest owner
that you have got the right to go in and make a
joint interest billing audit of the operator's
records?

A, Ch, I haven't been able to do that that
easy. That is easier said than done. I mean, you
can go in, but to put it all together just doesn't
work guite that easy. It sounds very easy, but it

doesn't work that well.

Q. Well, let'’s break that down then.
A. Okay.
Q. First of all, you recognize that you

have the right to go in and examine the books at any
time?
A. Oh, sure. We did that.

Q. But what you are saying is sometimes
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that's not -- or that's difficult as far as what you
get from the examination?

A, Yeah.

Q. All right. ©Now, the fact remains that
in 1985 you did not request or instruct Mr. Bowlby
or anybody else to make a check of the expenses and
production or anything like that?

A. Right.

Q. And the fact remains in 1986 you did not
take such a step?

A. To the best of my knowledge, I didn't,
no.

Q. So is it accurate to say that it was the
fall of 1987 before you had anybody in your behalf
examine intoc the expenses, costs, and revenues on
these wells?

A, Yes.

Q. And when you did that, it was Mr. Bowlby
who you requested to do it?

A. Uh-huh.

Q. All right.

MR. EZZELL: As a matter of
clarification, by these wells, you are referring to
the 4 and 5 and not 2 and 37

MR. GALLEGOS: Well, all of them. By
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that, the Carlson lease wells, because I think
that's what -- he examined all four of them.

MR. EZZELL: Okay.

Q. (By Mr. Gallegos) He was asked to look
into all four of them, isn't that right?

A, Sure.

MR. EZZELL: But there was a lot of
prior correspondence with respect to the 2 and 3 and
not the 4 and 5.

MR. GALLEGOS: I don't dispute that.

Q. Do you have any correspondence relating
to the examination of the financial records or the
audit, as we might call it, to be done in your
behalf by Mr. Bowlby on the Carlscon lease wells?

A, I'm sure he wrote me a letter in the
form of a report of his conclusion of what he found.
I couldn't begin to give you a date on it or the
total that he put in the material of the letter.

But I would have a letter from him, yes.

MR. GALLEGOS: Could we see any
correspondence, Mr. Ezzell, which would also include
engaging Mr. Bowlby to do this audit?

MR. EZZELL: I don't know that we
would have anything, but I'l1l look.

(DISCUSSION OFF THE RECORD)
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(Deposition Exhibit No. 12 was
marked for identification)
Q. Let me hand you a copy of what hés been
marked as Exhibit 12 to your deposition. It's a
letter from Ben Wilcox to Mr. Bowlby, dated October

6, 1987, and ask if you have ever seen that.

(PAUSE)
A, Yes, I have seen this.
Q. And how did it come to be provided to
you?
A. I would assume that I got probably two

copies. One would be that Mr. Bowlby would have
sent me a copy. And the other would be that Doyle
Hartman's office would send me a copy.

Q. Were you having any troublie getting

information that you wanted?

A, Mo, sir. They were very cooperative.
(Deposition Exhibit No. 13 was
marked for identification)

Q. And this is Exhibit 13. Would you

identify that, please?

(PAUSE)
A. Okay. Yes, I have seen that, and I have
a copy of that.
Q. And were you made aware by your audit
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team visiting the Hartman offices as to Well Number
4 and Well Number 5, they were provided with the
C-115's for proof production, with the expenées from
the well files?

A. Yes.

Q. With settlement statements to show all

the revenues?

A, Yes.

Q. Okay. And the pay-ocut files?

A. Yes.

Q. Now, this report from Mr. Bowlby is

styled as being tentative and rough. But was this,
in fact, the only report you received from him in

this audit? And you might consult with him if you

want to.
A. This was it, sure.
MR. BOWLBY: To my knowledge, that's
it.
Al That's it. Yeah.

MR. BOWLBY: Unless Calder has
something else.
Q. I haven't added these items up, Mr.
Olsen, but even if the exceptions on the 4 and 5
that Mr. Bowlby alludes to are all legitimate, it

ccomes far from making the drilling of the wells at a
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1 cost of $300,000.00 or less. You agree with that,
2 don't you?
3 A, Well, let's see. I have never thought

4 of it that way.

5 Q. About how much was in question?
6 A. To try to answer that question correctly
7 and not knowing other things that might be involved,

it would only be an assumption that that would be

9 correct at this time, because I'm not taking all
10 factors into consideration.
11 Q. Let me ask the question this way.
12 A. Okay.
13 Q. What did you learn and conclude from the
14 audit results on the 4 and 5 well that were provided
15 you in November of 19877
16 A, I take all audits with a grain of salt,

17 because I think there might be other things that are

18 left out or need to be included, or I'm prepared for
19 surprises. 8o I saw some figures there, but to me
20 they weren't struck on stone by God. I mean, I saw
21 some figures, but I wasn't that impressed with any
22 figures that I saw from anybody. No disrespect.

23 Q. Well, you weren't satisfied with the

24 work done by Mr. Bowlby?

25 A, Well, I just took them rather lightly.
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I mean, I paid for them, but they are just figures.
And I did not consider them gospel, because I
thought we might find something later on tha£ might
contradict these figures.

Q. Well, having this information as a
result of the audit that you called for, did you
decide that you wanted to be a participant in the
well, a voluntary participant in the well? I should
say wells, the 4 and the 5.

A. Well, based on the experience that I had
had with corresponding and getting things done with
Doyle Hartman, I wasn't enthusiastic about becoming
a partner with him as operator.

Q. Okavy. So you took no steps after
receiving this audit report in November of 1987 to
express to Doyle Hartman that you wanted to be a
voluntary participant in the well?

A. Right. I didn't want to be a voluntary
participant, because I had tc get a court order to
get in there to get an audit. And I thought, well,
it's going to be difficult to get along as a working
partner when the records are not available to you
freely for the first go-around.

Q. What are you referring to when you say

you had to get a court order?
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A. Well, at one time I had to go to
considerable lengths to get in to get the
information on the wells at all.

MR. EZZELL: We filed the action.

Q. Mr. Ezell is saying that you filed a
lawsuit.

MR. GALLEGOS: Isn't that what you
are saying, Mr. Ezzell?

MR. EZZELL: We did not get a court
order. They were very cooperative.

Q. (By Mr. Gallegos) Doesn't Mr. Wilcox's
letter that you have already looked at, said you got
a copy of, say to Mr. Bowlby, "In response to your
telephone conversation, here are these items, and we
invite you to perform an audit"?

A, We tried to get in there before, and it
hadn't been gquite that easy. They postponed dates.
There would be foot-dragging. And it was not that
easy. It sounds rather easy based on this letter.
But it was not that easy to get into Hartman's

office to get these figures.

0. You didn't have to get a court order to
do it?

A. No, no.

Q. And just so the record is very clear on
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this, once it was done -- I won't argue with you
about what you had to do to do it. But once it was
done, it was your decision that you did not Qant to
be a voluntary partner, as you put it, or joint
interest participant in the wells, the Number 4 and
the Number 57?

A. That's correct.

Q. Okay. And the fact that the Number 4
well was drilléd for a cost of some $16,000.00 less
than the AFE and the Number 5 for some $75,000.00
less than the AFE makes no difference to you?

A, No.

MR. GALLEGOS: Okay. Let me just
have a couple of minutes here, and maybe we are
about finished.

(RECESS)

MR. GALLEGOS: That concludes my
questions for Mr. Olsen.

MR. HENSLEY: I have got a few

clarifying gquestions.

EXAMINATION
BY MR. HENSLEY:
Q. Mr. Olsen, we have just been talking

about two exhibits here, Exhibits 12 and 13. Let me
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be sure I have got the right exhibits. And if I
understood exactly what the questions and answers
were relative to these exhibits, Mr. Gallegoé was
asking you whether or not you wished to voluntarily
participate in the cost of drilling these wells
after your receipt of this information. 1Is that
what you understood those questions to be?

A. Yes.

Q. Let me ask you this. Has there been a
discrepancy in the well cost information which you
have received out of Mr. Hartman's office? Has
there been one report, for example, that indicated
that the well cost was like over $600,000.00?

A, Yes.

0. And was that a communication wnich
showed that your share of the well cost was over
$140,000.00%?

A. Yes.

MR. GALLEGOS: You are asking him a
dollar per dollar share or a risk penalty share?

MR. HENSLEY: Dollar per dollar, I
assume. I can show you where --

MR. GALLEGOS: I think you are
misreading something.

MR. HENSLEY: Maybe so.
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MR. GALLEGOS: Well cost with a 200
percent penalty on it, of course, is going to look
different than a dollar per dollar cost.

MR. HENSLEY: Well, let's just mark

this.
(Deposition Exhibit No. 14 was
marked for identification)
Q. Let me hand you what has been marked for
identification as Deposition Exhibit Number 14. 1Is

this information, as far as you know, Mr. Olsen,
that was furnished to your audit team by Mr. Hodge

in Mr. Hartman's office?

A. Yes.

Q. And does this show that the well cost on
the Federal Number 4 -- what does it mean when it
says, "Well cost on Carlson Number 4 since

inception. Olsen's 25 percent. $146,919.00"? What
does that mean to you?

MR. GALLEGOS: We are reserving
objections. I don't think he can interpret what
somebody else means, but --

MR. HENSLEY: Well, I'm asking what
it means to him. It was submitted to him pursuant
to our request for information.

A. Well, withecout reviewing it in its
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1 entirety, I don't know how to answer the question.
2 Q. Let me ask you again, did you receive
3 other information which indicated that the costs

4 were below $400,000.00, for example, total well

5 costs?

6 A. Yes.

7 Q. And based on the communications which

8 you did receive in connection with the cost of the 4
9 and 5 Carlson wells, have you been concerned about

10 what the real cost of the two wells were?

11 A. Yes.

12 Q. And as a consequence of that, did you
13 authorize your attorneys to proceed with the filing
14 of the petitions which Mr. Gallegos made reference
15 to in September of 1987 with reference to recopening

16 Cases 8668 and 876872

17 A, Yes, sir, I did.

18 Q. And is it your understanding of the
19 purpose of those petitions to get all this matter
20 clarified and to see if there had been compliance

21 with the OCD orders by Mr. Hartman?
22 A, Yes, sir.
23 Q. And if there had not been compliance,

+24 and if you are given the opportunity by the OCD to

25 participate in the cost of those wells, will you

PERMIAN COURT REPORTERS, INC.
MIDLAND-ODESSA (915) 683-3032




wm

N S

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

favorably consider that opportunity?

A. Yes, sir.

Q. Okay. Now, let me go back and t?y and
clarify a couple of things. Let's look at Number 3.
There had been a number of questions which have been
addressed to you by Mr. Gallegos and a number of
responses by you concerning the so-called
misunderstanding, if you will, on your part
concerning whether it was 40 acres involved in Mr.
Hartman's proposal or 80. Do you recall all those
guestions and your answers?

A, Yes, sir.

Q. Let me direct your attention, Mr. Olsen,
to this particular Exhibit lNumber 3 to your
deposition. Does this exhibit purport to relate
only to 40 acres being the Southeast quarter-

Southeast gquarter of Section 237

A, It indicates 40 acres in the regard.
Q. And this is where the proposal cf Mr.

Hartman is again reiterated for $22,500.007?

A. Yes, sir.

Q. Now, directing your attention to
Deposition Exhibit 7 to your deposition, this 1is a
letter of October 4, 1985, from Mr. Foraker to

yourself. Did you receive that?
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A. Yes, sir.

Q. And is there a communication contained
in this letter to you indicating a mix-up wi£h
respect to whether there is 40 acres or 80 acres
involved in Mr. Hartman's proposed offer?

A, It clearly states 40 acres.

Q. Okay. And was it your understanding at
all times material in c¢onnection with your
communications with Mr. Foraker that the proposal
from Mr. Hartman, when it was raised to $50,000.00,
involved only 40 acres, being the Southeast-
Southeast quarter?

A, That was my intent. 40 acres only for
the $50,000.00.

MR. HENSLEY: Okay. No further

guestions. Thank you.

FURTHER EXAMINATION

BY MR. GALLEGOS:

Q. Mr, Olsen, you wanted Mr. Bowlby and his

people to audit the Hartman records so you could
find out what the actual costs had been for the
drilling of the Number 4 and the Number 5 well.
Isn't that right?

A, Yes.
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C. And he provided that information to you,
did he not?

A. Yes.

Q. And while it may not be in mind right
now as to those numbers, whatever they were, your
testimony has been that you weren't interested in
being a partner with Mr. Hartman. Isn't that true?

A, No, that's not correct. I didn't intend
to leave that impression. I would like to be}a
partner with Mr. Hartman, could we get these figures
together and sit down and have a meeting.

Q. Well, unless you have a specific
recollection from the audit results, if you will
assume for me the number -- the cost, the actual
cost in the Number 4 well was $374,000.00, was that
an acceptable amount to you?

A. Well, there are other figures involved.
I can't give you a direct answer. I'm trying to
figure out the total monies that had been paid to
date with E1 Paso and also some payments from Doyle.
And I don't know where I stand. So to give you a
precise -- taking that into consideration, I can't
give you a precise answer on that.

Q. Okay. Well, setting aside whether E1

Paso has paid you or what has gone on on the Number
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2 and 3 well, I'm just asking you about being a
voluntary participant in the Number 4 well, and
assuming that's within a thousand dollars he?e or
there, that $374,000.00 was the cost in the Number 4
well. That's what was shown by the numbers. Is
that something that you want to voluntarily
participate in to the tune of 25 percent?

A, Yes. I wanted to participate in that
well to reserve and protect my 25 percent. But I
had run up against obstacles back in the early
stages of dealing with Doyle.

Q. Okay. Then since you wanted to do that,
once you had sent in Mr. Bowlby and his team and
they had obtained the actual costs, why did you not
take steps to express to Mr. Hartman that you wanted
to be a voluntary participant and to pay your share?

MR. HENSLEY: I'm just going to
object to the form of the question in that it
assumes that there is an unequivocation with respect
to the well costs for the 4 and 5. And I think Mr.
Olsen has explained that that is one problem which
is still up in the air, as far as he 1is concerned.
You can go on and answer the qQquestion, but it
assumes that there is no dispute concerning what the

actual well costs were.
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A. There is no dispute about that.

Q. Okay. And so then being no dispute
about that, why d4id you not, when you had thé audit
done and you had the results in November of 1987,
step forward and say, "Here I am. I want to pay my
share"?

A, I'm not sure that I would have had a
correct accounting with my share, and I'm not sure
we could have gotten along as partners, even had I

come forward at that point.

Q. And for that reason you didn't come
forward?
A, No, no. I wasn't solicited by him, on

the other hand. Why didn't he come to me and say.
"Well, look, vou have 25 percent of this. Eere is
the report on what we have been doing. And why
don't you come along and participate?" He never did
that.

Q. Well, you had the audit done to get the

costs, and you had those results.

A, But I didn't take the audit that
seriously.
C. Okay. What you are suggesting is that

even with the audit done by your CPA, you still

don't -- you are still not comfortable that those
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i are correct numbers?
2 A. That's correct.
3 Q. And so if I ask you the same questions

4 regarding the Number S5 well, only if I represent

5 that the costs of that well would be within a few

6 thousand of $311,000.00, the drilling of it, your

7 answers would be the same?

8 A, No, because that's a different well, and
9 there would be different reserves, and there would
10 be different things to consider.

11 Q. Okay. Then having your knowledge about
12 the reserves and having knowledge of the well costs
13 once an audit was done --
14 A, But I don't have the knowledge of the
15 reserves.

16 Q. You don't have the knowledge of the

17 reserves?
18 A, No. I don't know how many cubic feet

16 would be bankable under that 40 acres.

20 Q. I see. So what does that mean, that

21 you --

22 A, That means I don't know how many feet of
23 gas are down there.

.24 Q. And so what have you done to find that
25 out?
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A, I haven't paid much attention to it,
because I figured whatever it is, it's a stored
value, and it will be there for a long time ér it
will get out whenever somebody drills for it.

Q. And as an experienced former operator
and a person in this business, you know how to find
out what those reserves are, don't you?

A, Yes, but you don't take them all that
seriously. Everybody has a different -- if you go
to nine engineers, you will get nine different
figures. If you go to nine lawyers, you will get

nine different solutions to your problem.

Q. So when do you ever make a decision?
A, Very slowly. ©Not all at once.
Q. And you didn't want to make a decision

in November of 19877?

A. Mo, not really.

Q. Are you ready to make a decision now?
A, I'm not sure. I don't think so.

Q. Okay. You don't think so?

A, No, sir.

MR. GALLEGOS: That's all the
gquestions.
MR. HENSLEY: Let me get a couple

more things in the record that should be on there.

PERMIAN COURT REPORTERS, INC.
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(Deposition Exhibit No. 15 was

marked for identification)

FURTHER EXAMINATION
BY MR. HENSLEY:

Q. Just to clarify this matter, Mr. Olsen,
concerning the questions that were propounded to you
and your answers, relative to when Mr. Hartman took
over operation of the Carlson lease and whether he
paid you runs and the ensuing period when you got
some runs for a short period from E1 Paso, do you
recollect those guestions and those answers that
dealt with that subject matter?

A. Yes, sir..

Q. As a matter of fact, El Paso ultimately,
in the summer of 1985, suspended all your runs from
those properties. Is that correct?

A. Yes, sir. That's correct.

Q. And if you will examine what I have
marked for identification as Deposition Exhibit
Number 15, can you tell me if the suspension of your
accounts was at the instance and request of Mr.
Hartman to El Paso?

A. It's my impression that Mr. Hartman put

the accounts in suspension. He requested El Paso to

PERMIAN COURT REPORTERS, INC,
MIDLAND-ODESSA (915) 683-3032
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do so.

Q. And is it your recollection that
finally, after communications between the Har£man
group and El1 Paso, he finally filed an operator's
lien and that resulted in a suspension of all runs?

A, Correct.

Q. You haven't received any runs since,
have you?

A, No.

MR. HENSLEY: That's all I have.
(Deposition Exhibit No. 16 was

marked for identification)

FURTHER EXAMINATION

BY MR. GALLEGOS:

Q. Now let me show you Exhibit 16.
A. Okay.
Q. And that's from El Paso to Hartman's

office, dated February 26. It copies you, Mr.
Olsen. It refers to Mr. Burr's letter of February
15th, does it not?

A. Yes, sir.

Q. And it says El1 Paso is not going to
comply with the request of Hartman to suspend your

payments. Isn't that right?

PERMIAN COURT REPORTERS, INC.
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A, I'm not sure I have seen this letter.

Q. I'm not sure whether you have seen it
either, but it shows a copy to you. '

MR. HENSLEY: Well, can we get off
the record a minute?
(DISCUSSION OFF THE RECORD)

A, I haven't seen that letter, for whatever
it's worth, whatever you want to do.

Q. Well, so we don't leave this dangling on
the record here, off the record counsel had a
discussion, and I think we are of the view that this
basically is not relevant to the Number 4 and 5
wells, and there is a guestion as to why El Paso

really suspended the money and El Paso has got the

money.
A, Ckay.
Q. Hartman doesn't have it. I think we all

agree cn that.

MR. EZZELL: ©On the 2 and 3.

MR. HENSLEY: That's right. We will
stipulate to that.

MR. GALLEGOS: Okay. I don't have
any further questions.

MR. HENSLEY: We don't have any more.

(WITNESS EXCUSED)

PERMIAN COURT REPORTERS, INC.
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BEFORE THE OIL CONSERVATION DIVISION
NEW MEXICO DEPARTMENT OF ENERGY,
MINERALS AND NATURAL RESOURCES

IN THE MATTER OF THE APPLICATION
OF HOWARD OLSEN TO REOPEN CASE
NOS. 8668 AND 8769, LEA COUNTY,
NEW MEXICO

CASE NO. 8769 & 8668

COURT REPORTER'S CERTIFICATE
ORAL DEPOSITION OF HOWARD OLSEN
Taken August 25, 1989

I, Tcdd Anderson, Certified Shorthand Reporter
for The State of Texas, do hereby certify that I am
the deposition officer before whom this deposition
was given; that the witness was duly sworn by me;
that the transcript is a true record of the
testimony given by the witness; that my charges for
preparation of the completed original deposition
transcript and any exhibits thereto are:

Original Deposition $.317.4(7
Copying of Exhibits $§ =, 15
To Be Paid by Hon. J. E. Gallegos

I further certify that the original deposition was:

[X] Hand-delivered or sent via First Class Mail
to the witness on the date shown on the bottom of
this Court Reporter's Certificate, for examination
and signature;

[ ] Hand-delivered or sent via First Class Mail
to , attorney of record, on
the date shown on the bottom of this Court
Reporter's Certificate, for obtaining the signature
of the witness;

PERMIAN COURT REPORTERS, INC.
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[ ] Held in the offices of Permian Court
Reporters, Inc., the witness being notified on the
date shown on the bottom of this Court Reporter's
Certificate by U.S. Mail that he has 20 days  to
appear in our offices so that he may examine and
sign the deposition.

[ ] I further certify that the witness failed
to sign and return the original deposition within 20
days, and that a copy of the deposition may be used
in lieu of the original.

[ 1 I further certify that the witness signed
and returned the original deposition, and that the
original deposition, along with any corrections or
changes thereto, was hand-delivered or sent via
First Class Mail to the attorney who asked the first
guestion appearing in the transcript for safekeeping
and use at trial.

Witness my hand this 29th day of August, 1989.

TODD ANDERSON - CERTIFIED SHORTHAND REPORTER
CSR No. 2708 - Expires Dec. 31, 1990
Permian Court Reporters
P. C. Box 10625
Midland, Texas 79702
915-683-3032
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THE STATE OF TEXAS )
)
COUNTY OF )

I hereby certify that I have read the foregoing
deposition, and that this deposition is a true
record of my testimony given at this deposition,
together with any changes or corrections that I have
indicated in the spaces provided below and the
reasons for the changes. (DO NOT MAKE CHANGES ON
THE TRANSCRIPT. USE BACK SIDE OF PAGE IF NECESSARY)

PAGE LINE CHANGE OR CORRECTION REASON FOR CHANGE

DEPONENT
SUBSCRIBED AND SWORN TO before me by the said
witness on this the day of ’
19 .

NOTARY PUBLIC
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BEFORE THE OIL CONSERVATION DIVISION
NEW MEXICO DEPARTMENT OF ENERGY,
MINERALS AND NATURAL RESGURCES

IN THE MATTER OF THE APPLICATION
OF HOWARD OLSEN TO REOPEN CASE
NOS, 8668 AND 8769, LEA COUNTY.,
NEW MEXICO

CASE NO. 8769 & 8668

ORAL DEPOSITION OF GAROLD BOWLBY
Taken August 25, 1989

A PPEARANCTES

FOR HOWARD OLSEN: HON. HAROLD L. HENSLEY, JR.
HON. T. CALDER EZZELL, JR.
Hinkle, Cox, Eaton,
Coffield & Hensley
400 N. Pennsylvania
United Bank Plaza, Suite 700
Roswell, New Mexico 88201

FOR DOYLE HARTMAN: HON. J. E. GALLEGOS
Attorney at Law
141 E. Palace Avenue
Santa Fe, New Mexico 87501

ALSC APPEARING: MR. OLE OLSEN
MR. HOWARD OLSEN
MR. DOYLE EARTMAN
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ORAL ANSWERS AND DEPQOSITION OF GAROLD BOWLEY,
taken August 25, 1989, at 1:00 p.m., at the offices
of Hinkle, Cox, Eaton., Coffield & Hensley, CiayDesta
National Bank, Suite 2800, 6 Desta Drive, Midland,
Texas, before Todd Anderson, Certified Shorthand
Reporter for the State of Texas, in accordance with
the Rules of Civil Procedure.

IT IS STIPULATED AND AGREED by the parties to
the above-entitled and numbered cause, through their
attorneys appearing herein, that the Oral Deposition
of the within-named witness may be taken at this
time and place before Todd Anderson, Certified

Shorthand Reporter for the State of Texas.
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Examination by Mr. Gallegos--—-—-==—=—-——-—cm o ———— 4
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GAROLD BOWLBY
the witness, was duly sworn on oath by the
Court Reporter to tell the truth, the whble
truth, and nothing but the truth, whereupon
the witness testified as follows in answer to

the questions propounded by Counsel:

EXAMINATION
BY MR. GALLEGOS:
Q. State your name, please.
A. Garold Bowlby.
Q. Would you spell your first name, please?
A, G-a~-r-o-1-4d.
Q. Where do you live, Mr. Bowlby?
A. Norman, Oklahoma.
Q. What is your occupation?
A. Retifed CPA.
Q. When did you retire?
A, 1986.
Q. Did you practice in Oklazhoma?
A. In Oklahoma City.
Q. For how many years?
A. Oh, 30 some odd years.

Q. Did your practice include accounting and

auditing in the business of ©0il and gas?

A. Some o0il and gas. Mostly construction,

PERMIAN COURT REPORTERS, INC.
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though.

Q. Have you done auditing and accounting in
the o0il and gas industry as it relates to thé
interests of Howard Olsen?

A. Not while I was in practice, but when I
retired I did some work for him in Midland.

Q. Beginning when?

A, In 1987. I have always worked for Mr.
Olsen as tax advisor.

Q. I see. Well, when you undertook work
for him in 1987, was it your view that you had
experience and were acquainted with the methods used

in accounting the 0il and gas business?

A. Yes.

Q. Had yocu done a joint interest audit
befcre?

A. Not really.

Q. Have you done any since?

A, No.

Q. Tell us what happened. What were the

circumstances surrounding your taking on this
engagement from Mr. Olsen?

a. I'm sure he asked me if I could go, and
I told him I couldn't give him a certified report

because the terms of my retirement wouldn't let me

PERMIAN COURT REPORTERS, INC.
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do that. But I have a man that works with me, just
really a bookkeeper, and we agreed to go and just
look at the records.

Q. Now, as we are discussing this in your
testimony, are you referring to the examination you
made of certain records of Doyle Hartman in Midland?

A. Yes.

Q. And tell us how it came about that you
conducted the examination. What steps did you take
in order to be able to do it?

A, Well, we just made arrangements -- and I
can't remember the man's name -- that we would come
and he would make all the well records available to
us.

Q. Was the man's name Ben Wilcox? Does
that refresh your recollection?

A. Probably, yes.

Q. Did you go thnrough any other person, Mr.
Olsen's attorneys, for example, or anvone else in
order to make those arrangements?

A. Well, I'm sure we talked about it, but
we had permission to go, sure.

Q. Do you remember any particular cbstacles
or difficulties in obtaining that access to the

records?

PERMIAN COURT REPORTERS, INC.
MIDLAND-ODESSA (915) 683-3032




10
11
12
13

14

16
17
18
19
20
21
22
23
24

25

A, No.

Q. And from testimony we previously have in
the record, it's indicated that this was done
sometime in early November of 1987. Does that
comport with your recollection?

A, Yes.

Q. How much time did you spend at the
Hartman offices?

A. Less than a week. Three or four days.
I don't remember.

Q. Did you come there having in mind
certain records that you wanted to see?

A. Yes, specifically the Number 4 and 5
Carlson wells.

Q. All right. And as to those wells, did
you have certain kinds of records or documents that
you wanted to view?

A. Sure. All the supporting invoices for
costs and so forth.

Q. Was it your objective, cor at least one
of the objectives of your audit, to ascertain what
were the actual costs of drilling the Number 4 and
Number 5 well to completion?

A, Yes.

Q. And on appearing at the Hartman offices,

PERMIAN COURT REPORTERS, INC.
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did you make a request for the records you wanted to

see?
A, Yes.
Q. And were those records furnished to you?
A. Yes.
Q. And did you examine them?
A, Wwe did.
Q. And as a result of that examination,

were you able to ascertain what the actual well
costs were on the Number 4 and Number 5 well?

A, All the invoices we examined. There
were a few holes that they didn't furnish us. One
or two invoices they never did find, and a few
gquestionable items. But, basically., if they were

proper, we came up with some numbers for cost.

Q. Do you recall the numbers that you came
up with?
A, I can't tell you. That's been two
years.
Q. Will Exhibit 13 help you?
(PAUSE)
A, I'm trying to find a summary or

something that would give the full --
Q. I was looking for that, too.

A, Well, are these the operating
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statements? I really can't find any totals.

Q. Sir, I couldn't either. aAnd I'm
wondering if there isn't something else. »

A, I may have something more to summarize.
I really think I do. And I didn't really realize
what this was or could remember what it was.

Q. Well, I would expect that you would.
And let me just ask you this. Are you satisfied in
your mind that you did present to Mr. Olsen, as a
result of your audit, your findings as to the actual
well costs on the 4 and the 57?

A, Yes, I'm sure I did.

Q. And that would have been presented
someway in writing, would it not?

A, Yes. Figures or a schedule or
something.

Q. Would that have been done on or about
November 9, 15877

A, Yes. Should have been roughly this same
time.

Q. Do you have even a general recollection
cf what you found?

A, Two years ago, you know, I really can't.
I would be afraid to say.

Q. In connection with doing this

PERMIAN COURT REPORTERS, INC.
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examination, did you have available the
authorization for expenditures?

A, I think we did, yes.

Q. And did you make a comparison of what

that authorization showed as compared to actual

cost?
A. I'm sure we did, yes.
Q. Okay. But you couldn't remember how --
A. If you asked me $200,000.00 or
$300,000.00 -- you know.
Q. Would yvou be willing to search your file

and find that and supply it to us through Mr.
Olsen's attorneys?

A, Yes.

Q. Let me ask this. Exhibit 13 does show a
few exceptions. Was there any follow-up on those?

A, We received, as I recall, answers to all
but one pretty sizable item. And I can't remember
what that was, frankly. I don't remember. We never
did -- they just didn't find the invoice for it, a
pretty good item.

Q. So were the others resolved to your
satisfaction except for whatever that item was?

A. Uh-huh.

Q. Would there also be some correspondence

PERMIAN COURT REPORTERS, INC.
MIDLAND-ODESSA (915) 683-~3032




10
11
12

13

15
16
17
18
19
20
21
22
23

25

11

on that, Mr. Bowlby?

A. It was probably by phone. I'm guessing
that Wilcox probably called me. The best I fecall,
he said, "We just can't find that particular
invoice."™ "Well, if you can't find it, you can't
find it."

Q. I mean on the others that were resolved,

they would have supplied you documentation?

A. Yes, yes. I know he did.

Q. So that will be in the file?

A, Should be.

Q. And then did you report to Mr. Olsen

regarding this follow-up on the exceptions?
A. Sure did. .
Q. We would like to have that information
also, if we could, please.
A, All right.
MR. HENSLEY: Sure.
MR. GALLEGOS: Okay. That's all the
guestions I have.
(WITNESS EXCUSED)

(SICGNATURE WAIVED)
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BEFORE THE OIL CONSERVATION DIVISION
NEW MEXICC DEPARTMENT OF ENERGY,
MINERALS AND NATURAL RESOURCES

IN THE MATTER OF THE APPLICATION
OF HOWARD OLSEN TO REOPEN CASE
NOS. 8668 AND 8769, LEA COUNTY,
NEW MEXICO

CASE NO. 8769 & 8668

COURT REPORTER'S CERTIFICATE
ORAL DEPOSITION OF GAROLD BOWLBY
Taken August 25, 1539

I, Todd Anderson, Certified Shorthand Reporter
for The State of Texas, do hereby certify that I am
the deposition officer before whom this deposition
was given; that the witness was duly sworn by me;
that the transcript is a true record of the
testimony given by the witness; that my charges for
preparation of the completed original deposition
transcript and any exhibits thereto are:

Original Deposition $ 44.95

Copying of Exhibits $_ .23

To Be Paid By Hon. J. E. Gallegos
I further certify that the witness and parties

present waived the right ¢of the witness to examine
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and sign the deposition; and that the originai
deposition was delivered or mailed in a postpaid
properly addressed wrapper to the attorney wﬁo asked
the first qQuestion appearing in the transcript for
safekeeping and use at trial.

Witness my hand this 29th day of August, 1989.

Mﬁm

TODD ANDERSON - CERTIFIED SHORTHAND REPORTER
CSR No. 2708 - Expires Dec. 31, 1990
Permian Court Reporters
P. 0. Box 10625
Midland, Texas 79702
915-683-3032
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CARLSON FEDERAL #4

CARLSON FEDERAL #5

TOTAL (2 WELLS)

WITHOUT CONTINGENCY

WITH CONTINGENCY

WELL COSTS COMPARISON

CARLSON FEDERAL 4 AND CARLSON FEDERAL 5
p-23-25s-37€ A-26-255-37E

LANGLIE MATTIX POQOL

LEA COUNTY, NEW MEXICO

AFE COSTS
WITHOUT WITH
CONTINGENCY CONTINGENCY
329,000.00 390,000.00
329,000.00 390,000.00
658,000.00 780,000.00

AFE COST VS ACTUAL COST
(TWO WELLS)

ACTUAL COST

373,819.79

311,378.26

(685,198.05/658,000.00) X 100%

(685,198.05/780,000.00) X 100%

104.1%

87.8%

HARTMAN EXHIBIT 34



", "{ \ ’ DUTLE 1Ml s e, -
: % OIL OPERATOR
A4 : : o 500 N. MAIN STREET_ L : i
i A MIDLAND, TEXAS L ' i
’% AUTHORIZATION FOR EXPENDITURE AND DETAIL WELL ESTIMATE L
%— LEASE NAME Carlson Federal WELL NO. 4 w.l, 100% of Well Cost

% COUNTY fea ' sTate Mo Mexico FigLp _Tanglie Mattix
| f LOCATION: SE/4 SE(4 Section 23, T-25-5, R-37-E
DRILLING INTANGIBLES: PAODUCER ONY HOLE
1. Orilling Cost 3,500 Eep) @ 13.145 Per Fool 10°060. . :
2, DayWork ! ’ .
. 3,800 . 3,800
3. Coring Service Well Surveys 8,400 8,400
4. Bils and Reamers . R -
5. Testing
6. Directional Drilling o= - ==
7. Fuel Water : 6,500 - 6,500
8. Mud . Mud Logging 8,100 8,100 S
9. Cemenling Service ___________ Cemenl Floals 15,600 e 5,000
10. Company Labor Contract Labor 3,500 3,600
11. Surlace Damages and Right-ol-Way 2,800 2,800 Lo
12. Digging Pits Filling Pits 1,200 . 1,200 -
13. Pit Lining : ;,388 1,500 b
14, Roads & Bridge Dredalng & Grading ’ 8,000 [ e
15.  Acldizing _&%___ Fracturing w Perforaling 3,000 100,000 - = - Lo
16. Plugging - - - 2,800 |
17.  Trucking Cosl 2,900 1,500 Tk
Development Superintendence Lo days @ 3200 ____Jday 7,000 3,500
Rental Equipment ' . 4,500 500 £
Swabbing and Testing 10,500 . - [{-f,'._
5 21, Legal and Prolesslonal Expenses: 3
3 Product Price Delerminallon 2,400 2,400
K Regulalory Hearings Other 3,600 3,600 L

i '22. Abstracts and Title Opinions 4,300 4,300 3
% 23. Geological, Geophysical and Land Supporl
-S4 24, Other Cosls

25. Contlngency @ _~=>___% 43,400** 20,500
Total Intangibles 290,000 134,000
% WELL EQUIPMENT: :
e 400 9 5/8 8.50 F :
26. Caslng Ft. of @ Per Ft. -

" 350U pof 7 @546 PerFl. .
¥ FL, of @ Per Fl. 26,000 3. 400
': 27. Tubing 3500 FL. of 2 3/8 @ 2.63 Per fi, 9,200 - - -

] 28, Caslng Head 1,300 1,300
#1 29, Xmas Tree or Pumping Connections 4,600 - - -

3 30. Pumping Unlt 13,500 - ==
"3 31. Engine/Motor Conlroller and Power Syslem 4,500 -~
i 32, Sucker Rods 6,100 - =~
‘4 33, Pump 2,000 - -~

¥ 34, Tank Baltery 2,600 - - =
8 35. Separalor or Dehydration Equip. : 2,400 ==~
36. Metering Equipment - - - =~
% 37. Flow Lines . 1,900 -
sy 38. Guardsand Fences , 2,300 2,300

1 39, Other Cosis

.3 40. Contingency @ 15 % ’ 17,600%* — 1om

4 Total Tangibles 100,000 A,000___
! 390,000%*

TOTAL COST OF WELL /900 142,000

Howard Olsen 25
g se Share af - 97,500 35,500 -
3. Qur projected cost for drilling and completing the proposed infill well is %
7§ REMARKS: __$329 000+—This—eest—is—for—a—routincwaiti—wi ——With~rhe it o— B
B —of-a—15%—eentingency—for—pos=ible—problems;—thetol .
\ -—$390,000~for-a—cempleted—well s
! -

Orlginated by %AT" L 1 Tite Prgineer pate July 10, 1985
' . L L.
Annravad - Thie Dale
S LTINS N vy e e e e e ot R R R T TP,




19
V| owner is Mr. R. Howard Olson, who has a 25 percent working

2 | interest.

3 Q . Will Mr. Hartman call anothér witness to
4 | review the efforts made to --

5 : A He will.

6 Q , . == gain voluntary joinder?

7

Mr. Aycock, what is the estimated cost of

8 | the proposed well?

9 A The estimated cost of the proposed well
10 | including contingencies is $390,000 for a producing well and

11 | $142,000 for a dry hole.

12 Q : Are these costs in line with the costs

13 | for other similar wells in the area?

14 A Yes, they're based on Mr. Hartman's con-
15 | siderable contemporary experience as the most active opera-
16 | tor throughout this trend.

17 Q 'And he has drilled other Langlie' Mattix
18 | yells in this area?

19 A Yes.

20 Q Have you made an estimate of the overhead

21 | 5nd administrative costs to be incurred while drilling and

22 operating the well?

23 A Yes.

24 Q Are these charges and -- and what are

25 | those charges?

{

EXCERPT FROM Case No. 8668 HELD JULY 31, 1985 MApplication

of Doyle Hartman for Compulsory Pooling,

teasitos Fodaral No AL Lea County, New Mexico
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Arvind 51502
OIL OPERATOR
500 N. MAIN STREET
N MIDLAND, TEXAS
AUTHORIZATION FOR EXPENDITURE AND DETAIL WELL ESTIMATE
LEASE NAME __Carlson Federal WELL NO. __5 w.l. _100% of Well Cost
COUNTY Lea STATE ___New Mexico FIELD __Langlie Mattix
LOCATION: SE/4 NE/4 Section;26, T-25-S, R-37-E
DRILLING INTANGIBLES: : PRODUCER DRY HOLE
1. Driliing Cost 3,500 Feet @ _13.145 Per Fool 46,000 46,000
2. Day Work 1 day at 3,800 .
£ —3.800 3,800
3. Coring Service Well Surveys B 8,400 8,400
4. Bils and Reamers - - = == =
Tesling
6. Directional Drilling i -—= = - -
7. Fuel i Water 6,500 6,500
8. Mud Mud Logglng 8,100 8,100
9. Cementing Service Cement Floats —-15,600 5.000
10. Company Labor _______  Conlract Labor —9,500 3,600
11, Surlace Damages and Right-of-Way 2,800 2,800
12. Digging Pits Fitling Pits 1,200 1,200
13.  Pil Llning : 1,500 1,500
14, Roads & Bridges ________ Dredging & Grading : 8,000 8,000
15.  Acidizing __10,000 Fracturing __86,000 Perforating _4,000 100,000 - -
16. Plugging i - 2,800
17.  Trucking Cost 2,800 1,500
18. Developmenl Superintendence _14__ __ days @ $_3500 S day 7.000 3,800
19, Rental Equipment 4,500 800
20. Swabbing and Tesling _ 10,500 _ o= e
. 21, Legal and Prolessional Expenses:
Praduct Price Determination 2,400 2,400
Regulalory Hearings. Other 3,600
22.  Abstracts and Title Opinions 4,300 4,300
23. Geological, Geophysical and Land Support
24.  Other Cosls
25. Contingency @ _ 15 % 43 400 20,500
Total intangibles 290 000 134,000
. WELL EQUIPMENT: K
26. Casing ___ 400  Ftol___9 5/B @ __8.50 _ _Perft,
—3.,500__ Ft.ol 7 @ __A. 44 Per Fl.
Ft. of @ Per Fi, — 26,000 3,400
27. Tubing __ 3,500 _Ftol___ 2 3/8 @.__2.63 _ Perfl —.9,200 =
28, Casing Head 1300 . —_ 1,300
29, Xmas Tree or Pumping Connections 4,600 =
30. Pumping Unit - =
31. Engine/Motor Controller and Power System 4,500 e
32.  Sucker Rods 6,100 - e
33. Pump 2,000 =
34. Tank Battery 2 .600 P
35.  Separator or Dehydration Equip. 2,400 —- =
36. Melering Equipment = e = - e
37. Flow Lines 1,900 -
38. Guards and Fences 2,300 —_— 2,300
33, Other Costs i -
40. Conlingency @ __15 % 17 400 —_— 1,000
Total Tangibles 100 000 8 000
TOTAL COST OF WELL 390,000 142,000

S DOYLE HARTMAN

Shara af Y%

REMARKS: Our projected cost for drilling and campleting the proposed infill well is
$329,000.7 This cost 1s Ior a routine well with no problems. With the

addltlon of a I5¥% contingency for possible problems, the total cost cames
tTo 330U, 000 Tor a campleted well.

Originated by 0\@/“’7 C/\ )L‘"""“‘I\: Titte _Engineer pate _ October 15, 1985

Approved Title Date
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area and was ineffectively draining it, as well.

The Terra Carlson Federal No.

1 opevatad

by Dovle Hartman is located in Unit C of Section 26, . Town=-

ship 25 South, Range 37 East,
tial production approximately

ing

per month within the year prior to July lst,

and has a cumulated since ini-

2.9 BCF of gas and was produc-

between -- has produced as high as 4-million cubic feet

1985, and was

producing approximately an average of around 3.3-million

cubic feet per month; has a definite downward, defined down-

ward trend on the rate/time curve and there is no BHP/z data

available to plot a -~ to determine thevslope of that curve.

The Santa Fe EBnergy Carlson "B"

is located in 26-I, 25 South,

1.4 BCF of gas production as

producing at between 560 and
slight downward trend to the
ciprocated sign change slope

cumulative gas curve of only

once again that it 1s not draining a very large area and

26 No. 4

37 East. It has accumulated

of July lst of 1985. It 1is

720 MCF per month with a very

rate/time curve and with a re-
of the BHP/z as a function of

5.5 MMCF per- psi, indicating

is

not draining it very effectively.

Q : Mr. Aycock,

the proposed well?

what 1s the estimated cost of

A We are using the same AFE for this as we

did for Case 8668,

which indicates the cost of a

producing

well at $390,000 and a dry hole at $142,000.

EXCERPT FROM CASE NO. 8769 HELD NOVEMBER 21, 1985 "Application of
Doyle Hartman for Compulsory Pooling, Lea County, New Mexico
(Carlson Federal No. 5)"
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Q Are these --

A And that is with contingencies. With a
routine well with no contingencies the drilling -- the com-
pleted cost would be 3$329,000.

0 And these costs are in line with the
costs for other wells in the area?

A They're in line wiﬁh Mr. Hartman's cur-

rent experlence as the most active operator in the Jalmat-

Langlie Mattix trend at the present time.

Q Have you made an estimate of the overhead
and administrative costs to be assessed while drilling this

well and also while --

A Yes.
Q -- producing it?
A $550 per month while producing and $5500

per month while drilling.

Q Are these the figures that were author-
ized by the Commission in Order R~ -- or in the prior order
for the acreage to the north?

A For Case 8668, yes, they were.

Q ' And do you recommend that these figures
be included in any order which results from today's hearing?

A 1 do.

Q Mr. Aycock, does Mr. Hartman request to

be designated operator of the proposed unit and well?
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