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3 0 0 U . M A I N 

M I D L A N D . T E X A S 7 9 7 0 2 

( 9 1 5 ) 6 8 4 - 4 0 1 1 

January 24, 1985 

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

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

Dear Mr. Olsen: 

Reference i s rrade to the phone conversations between year office and Jin 
Burr of cur o f f i c e regarding the following for the above noted wells: 

1. Production volume—we have checked the production fcr the subject 
well for the years 1983 and 1984 and find that for the year 1983 
the Carlson Federal No. 3 (No. 2 weil not producing) averaged 24 
N1CFPD and since we became operator cn June 1, 1984, this well has 
averaged 35 MCFPD. 

2. P r i c i n g — a t the time we assumed operations of the Carlson Federal 
No. 3, El Paso Natural Gas Company a r b i t r a r i l y lowered the price 
frcm the stripper price previously paid to Sun Oil Company 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 stripper price. 

3. Operational costs—as to the Carlson No. 3, we are charging exactly 
what i t costs us to operate this well, which i s the same rate as we 
charge for a l l wells that we operate. We do not feel we should he 
asked to operate any well at a loss, which you can surely 
understand being an independent yourself. As ycu know, Congress 
provided stripper pricing for wells such as the Carlson Federal Nc. 
3 i n order that such low volume wells can continue to be operated 
at a p r o f i t and not be plugged. I f you feel i-t necessary, we can 
furnish you back-up data to j u s t i f y our operating costs. 

We can certainly understand your concern generally since the well 
operations have been recently shifted frcm Sun with whan you are . 
familiar to us with whom you are not familiar. We hope this explanation 
answers your questions and, i n t h i s regard, we would be w i l l i n g to offer 
you $22,500.00 for a l l of your r i g h t , t i t l e , and interest i n the above 
noted wells and acreage. This o f f e r i s higher on a pro rata basis than 
the consideration paid to Sun f o r i t s 75% working interest. I f you are 
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Mr. R. Howard C" & fi\ .\ 
January 24.s,. 198b~^ 
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agreeable to a sale, we would be willing to pay a l l legal fees incident 
to the sale and t i t l e approval. 

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

Very truly yours, 

Doyle Hartman 

DH/mh 
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DOYLE HARTMAN 
P.O. BOX 10426 

MIDLAND. TX 79702 

(915) 684-401 1 
TGIPT [.:••• 'HER s;AIPA'AYI 

'OWNER R„ I-I AWARD OLSEN 
771.40 E , 0 . BOX 3227? 
I PHOENIX, ARIZONA :>:..'..• .1.6 

.i 0/3.1/37 

PAGE ' .:• 1 

IP ACCORDANCE IJITII YOUR OPERATING 
AGREEMENT, PAYMENT IS DUE WITHIN 
FIFTEEN DAYG OF RECEIPT. INTEREST 
WILL PE CHARGED OH OVERDUE ACCOUNT:-

El- i- R-EilGI.' GESPRIPT ION . DEB I'i Ci' • ED IT BALANt 

BEGINNING BALANCE 3-/> , 4 PI . 
i. 0/31/87 SERVICE CHARGE . 

BALANCE AFTER PAYMENT^ 
339.0? 

'-" 34 .'753 . 

><)' CURRENT INVOICES " )' ••< 
0071G002 
AA715003 

PARAGON IrG. 
CARI. PGM « 

2;l 3.BP •— • *' '' 
><><•'< I G I G!.. UJEGPNT IN'-.'O.i 



DOYLIi H A R T M A N 
P.O. BOX 10426 

MIDLAND, TX 79702 JO:E;T VXWZR I N V O I C E 
(915) 684-401 1 

HEINLE 7 7 1 . 4 8 E .. 1 :0U, ,PD A L E E ! I 

L E A S E 

t 

0 0 7 1 5 0 0 2 CARLSOH « 

PAGE 

DATE OCTOBER 3 1 , .19(37 

INVOICE 871001.853 

DATE VENDOR DESCRIPTION GROSS YOUR SHAKY 

! EASE OPERATING EY PEASE ••• J I B 

1 /30/37 D. HARTMAN Oil... OPERA 
\ w/30/G7 D •. HARTMAN OIL. OPERA 

.DIRECT LABOR •- OPER 
•MPLGYEE yiEI'EEi rS 

1 
37,7"S 

29.1 -

10/20/87 
1 /•',()/'• l? 
1 /30/B7 
10/31/G7 

MIDHEST INSURANCE AG INSURANCE 
D. ITARTHAN GIL OPERA INS'IR^NCE 

J2.00 
'3 1, o 

D. HARTMAN OIL. OPERA 
D. HARTMAN OIL OPERA 

OPERATING SUPPLIES 
PRODI ICING ' OVERHEAD 

81. .91 20.41 
141. A/ 

TOTAL. LEASE OPERAT ING EXPENSE •• J'{ T< -v M 21 3 AY-

L.EASE ! i AL. «v,( G55P31. 21.3 .G 

0O715002 CARLSON *2 YOUR INTEREST .2500000 213. G 



DOYLE HARTMAN 
P.O. BOX 10426 

MIDLAND. TX 79702 
(915)684-401 1 

JOINT OWNER INVOICE 

OWNER 77.1.48 E. HOWARD OLSEN 

LEASE 0071.3003 CARLSON 13 

EEE ' '. '=.'•".•' RAGE 

'DATE'' .' OCTOBER 31 , 1937 ( 

• A,' " INVOICE . 87.1001B'54 

DATE VENDOR DESCRIPTION GROSS •YOUR SMART 

I ..EASE OPERATING EXPENSE •••• J I B 

)/30/87 I)... HARTMAN OIL OPERA 
... ,)/30/87 D. HARTMAN OIL OPERA 

DIRECT/LABOR — OPER 
EMPLOYEE BENEFITS ; 

1.16.55 
37.75 

29.1-
'9.4 

1 0/30/87 D. HARTMAN Oil. OPERA INSURANCE 
).' 20/87 MI DUE ST INSURf-iNCE A', INSURANCE 

33.. 16 
GO. 00 

8.2 

)/30/87 D. HARTMAN OIL OPERA 
10/09/87 SOUTHWESTERN PUBLIC 

OPERATING SUI 'PLIES 
n-":ri.. AND POWER 

81.91 
31.47 

20.4' 
: 7.8' 

')/31 /87 D. HARTMAN OII... GEERi PRODUCING OVERHEAD 364. 1.4 14.1. .0 

TOTAL LEASE OPERATING -EXPENSE - .JIB -x-x- 9-44 . 9 8 2 3 6 . ! 

LEASE TGTAI ••»••><•*• p ^ . ? a 

LEASE: 0071.5003 CARLSON « YOUR IPTP.PEST ..23000000 2.36. 
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January 31, 1985 

Doyle Hartman 
P.O. Box 10426 
Midland, IX 79702 

RE; CARLSON FEDERAL #3 
LEA COUNTY, MEXICO 

Dear yx. Hartran, 

In response to your l e t t e r cf January 24, 1985 regarding the purchase of 
our interest i n the above said well, I have discussed your proposal with 
Mr. Olsen and he feels the offer is insufficient. 

Regardinj the working inter.??i. isv Lor t)'.«* SAU .*c-U i< .whicn *c -.re to 
share, after cucn conversation between ctjr ofrict:; c i the correct amount, 

hava aocc.ir.jd a cojjy cx t/e oriyinbi Qr«sx*at.iaq Agreer.ent. /according to 
U* said ciortifeofenL, overhead is to be t i l l e d at $125.OC i:er uonth lor each 
d r i l l i n g well for which our working interest i s .25 percent. 

Due to this information, please consider this a demand for your check to 
adjust the producing overheaa in accordance with UJB wperatiutj Ajrwrnent. 
Also, invoices for September through December 1984 should ce ad justed to 
reflect this change. 

Your cooperation i n this natter i3 appreciated, 

bincerely, 

Derma K. Mariner 
Accountant 

DH/cac 
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S O O N . M A I N 

P.O. BOX 10426 

M I D L A N D . T E X A S 7 9 7 0 2 

(915) 684-4011 

• July 10, 1985 

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

Re: Proposed I n f i l l Weil 
Carlson Federal No. 4 
SE/4 SE/4 Section 23 
T-25-S, R-37-S . 
Lea County, New Mexico 
(40-acre Langlie Mattix) 

Daar Kir. Olsen: 

~~?erence i s made to cur previous ccnrnur.ications ccnceming operations 
as to the Langlie Matrix peel covering SS/4 SS/4 Section 23, T-25-S, 
R-37-E, Lea County, New Mexico. Please be informed that we are prepes-
ing the d r i l l i n g of an i n f i l l well on the captioned iease i n order -co 
e f f i c i e n t l y and effectively drain a l l remaining Langlie Mattix gas 
reserves under the SE/4 SE/4 Section 23, T-25-S, P-37-E, that w i l l not 
be drained by the Carlson No. 3 well which is also situated on the 
subject 4 0-acre proration unit. 

Since tlie d r i l l i n g of a new well is not covered by any existing 
acre-erient between the current owners of the subject lease, we invite you 
to j o i n us with your 25% working interest in d r i l l i n g the proposed new 
well. I f you wish to participate i n tlie d r i l l i n g of our proposed new 
well, we w i l l prepare and forward to you an Operating Agreement for your 
review and approval. Vie are enclosing with t h i s l e t t e r an AFE covering 
the cost of d r i l l i n g cur proposed Carlson No. 4 i n f i l l well. 

In the event you do not wish to participate i n the d r i l l i n g of the 
proposed new well, we further offer you tlie following additional 
options: 

1. Ke again extend err offer of January 24, 1985 to purchase your ne"t 
interest for £22,500. 

2. Ke w i l l be happy to take a farrrout of your interest and d r i l l the 
well to earn a 70% net revenue interest. 

Since we hope to spud the proposed new well within the next forty-five 
days, we are at t h i s time proceeding with a l l necessary regulatory 
procedures for the d r i l l i n g of the subject well. Therefore, we 

HARTMAN EXHIBIT 3 



Mr. Howard 01 ^ 1 r ^ 
July 10s, 1985 
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respectful ly request hearing frcm you as soon as possible concerning 
your decision i n th i s matter. 

Doyle Hartman 

\ 



LEASE NAME 

COUNTY. 

DOYLE HARTMAN .. * 
OIL OPERATOR 

500 N. MAIN STREET 
MIDLAND, TEXAS 

AUTHORIZATION FOR EXPENDITURE AND DETAIL WELL ESTIMATE 
Car lson Federa l . ..„ 4 

, WELL NO. W.I 100% of Well Cost 

Lea 
.STATE. New Mexico FIELD Langlie Mattix 

LOCATION: SE/4 SE/4 Sec t ion 23, T-25-S, R-37-E 

DRILLING INTANGIBLES: 
1. Drilling Cost 
2. Day Work 

3. 
4. 
5. 

6. 
7. 
8. 
9. 

10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 

22. 
23. 
24. 

3,500 
1 d a y a t 3 , 

13.145 , Per Fool 

Coring Service 
Bits and Reamers 
Testing 

Well Surveys , 

Directional Drilling. 
Fuel 
Mud 

.Water. 

Cementing Service . 
Company Labor 

Mud Logging 
Cement _ Floats 
Contract Labor . 

Surface Damages and Right-of Way 
Digging Pits 
Pit Lining 

Filling Pits. 

Roads & BrLdge% 

Acidizing ' 
Plugging 
Trucking Cost 

Fracturing. -8
D6? 

g & Grading 
Perforating '4; 000" 

Development Superintendence 
Rental Equipment 
Swabbing and Testing 

T4^ days @ $. 30TT _/day 

Legal and Professional Expenses: 
Product Price Determination . 
Regulatory Hearings 

Abstracts and Tille Opinions 
.Other. 

Geological, Geophysical and Land Support 
Other Costs 

PRODUCER 
46,000 

3,800 
TjTTOO" 

6,500 
1,100 

15,600 
9,500 
2,800 
1,200 
1,500 

,000 
100,000 

>,900 
7,000 
4,500 

10,500 

2,400 
3,600 
4 ,300 

DRY HOLE 
46,000 

3,800 
8rJ00_ 

6,500 
1,100 
5,000 
3,600 
2,800 
1,200 
1,500 
1,000 

J.J300 
1,500 
3,500 

500 

2,400 
3,600 
4,300 

25. Contingency @ 

WELL EQUIPMENT: 
26. Casing 

27. 
28. 
29. 
30. 
31. 
32. 
33. 
34. 
35. 
36. 
37. 
38. 
39. 

400 
37500 

'3500 ' 

9 5/8 

Tubing 
Casing Head 
Xmas Tree or Pumping Connections 
Pumping Unit 

2 3/8 

Engine/Motor Controller and Power System. 
Sucker Rods 
Pump 
Tank Battery 
Separator or Dehydration Equip. 
Metering Equipment 
Flow Lines 
Guards and Fences 
Other Costs 

40. Contingency 15 

Howard Olsen 

Tolal Intangibles 

.50 
6.46 

2.63 

.Per Ft. 

.Per Ft. 

.Per Ft. 

.Per Ft. 

Tolal Tangibles 

TOTAL COST OF WELL 

25 
. Share at. 

43,400* 
_290,000 

26,000 
9,200 
1,300 
4,600 

19,500 
4,500 
6,100 
2,000 
2,600 
2,400 

1,900 
2,300 

17,600** 
100,000 

390,000** 

97,500 

20,500 
134.000 

J^JOfL 

1,300 

_2JQQ_ 

_1,.QQ0_ 
_8,0DQ_ 

142,000 

35,500 

Oar p r o j e c t e d c o s t f o r d r i l l i n g and comple t ing the proposed i n f i l l w e l l i s 
REMARKS: —$329^-000-. -feis—eest i o f o r a rou t iT ig -v r t ^ -^ - t± rTTO-prob ians - :—Wit in J7e~add l t l "o r r~ 

— s f a lb% oonfeingefiey f o i " p o s s i b l e problems-;—the—total uust uuiESTa :— 
—$390-rQ9Q f o r a c e n ^ e t e d - w e l l r : 

Approved 

Date J u l y 1 0 ' 1 9 8 5 

Date 





CAMPBELL 6 BLACK, P.A. 
L A W Y E R S 

JACK M. CAMPBELL 
BRUCE D. BLACK 

M I C H A E L B . C A M P B E L L 

WILLIAM F. CARR 
BRAOFORD C. BERGE 

J . SCOTT HALL 
PETER N. IVES 

LOUROES A. MARTINEZ 

J E F F E R S O N P L A C E 

S U I T E I - N O N O R T H G U A D A L U P E 

P O S T O F F I C E B O X s z o e 

SANTA FE. NEW MEXICO 87501 

T E L E P H O N E : 1 5 0 S I 9 S B - 4 4 2 I 

T E L E C O P I E R : I S O S ) 9 B 3 - 6 0 4 3 

J u l y 19, 1985 

HAND DELIVERED 

Mr. R. L. Stamets, D i r e c t o r 
O i l Conservation D i v i s i o n 
New Mexico Department of 

Energy and Minerals 
Post O f f i c e Box 2088 
Santa Fe., New Mexico 87501 

Re: A p p l i c a t i o n of Doyle Hartman f o r Compulsory Pooling, Lea 
County, New Mexico 

Dear Mr. Stamets: 

Enclosed i n t r i p l i c a t e i s the A p p l i c a t i o n of Doyle Hartman 
i n the above-referenced case. Please place on the docket f o r the 
Ju l y 31, 1985 Examiner hearing. 

Verly t r u l y yourfe. 

WFC/ba 
Enclosure 

W i l l i a m F. Carr 

cc: Doyle Hartman 

01 DOYLE HARTMAN 
011 OPERATOR 

HARTMAN EXHIBIT 4 
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BEFORE THE 

O I L CONSERVATION DIVISION 
RECEIVED 

NEW MEXICO DEPARTMENT OF ENERGY AND MINERALS 

IN THE MATTER OF THE APPLICAITON 
OF DOYLE HARTMAN FOR COMPULSORY 
POOLING, LEA COUNTY, NEW MEXICO. Case 8668 

APPLICATION 

Comes now, DOYLE HARTMAN, by and t h r o u g h i t s undersigned 

a t t o r n e y s and, as p r o v i d e d by S e c t i o n 70-2-17, N.M.S.A. 1978, 

hereby makes a p p l i c a t i o n f o r an order p o o l i n g a l l of the m i n e r a l 

i n t e r e s t s f r o m t h e s u r f a c e t o t h e base of the L a n g l i e M a t t i x 

f o r m a t i o n , i n 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 i n 

support t h e r e o f would show the D i v i s i o n : 

1. A p p l i c a n t owns or represents a p p r o x i m a t e l y 75% o f t h e 

working i n t e r e s t i n and under the SE/4 of SE/4 of Section 23, and 

a p p l i c a n t has the r i g h t t o d r i l l t hereon. 

2. A p p l i c a n t proposes t o d e d i c a t e the abt>ve-re f erenced 

pooled u n i t t o a w e l l t o be d r i l l e d a t a s t a n d a r d l o c a t i o n o f 

sai d S e c t i o n 23. 

3. A p p l i c a n t has sought and o b t a i n e d e i t h e r v o l u n t a r y 

agreement f o r p o o l i n g or farmout from a l l o t h e r i n t e r e s t owners 

i n t h e SE/4 o f SE/4 o f s a i d S e c t i o n 23, except f o r R. Howard 

Olson, Post O f f i c e Box 32279, Phoenix, Arizona 85018, owner of a 

25% working i n t e r e s t . 



4. S a i d p o o l i n g of i n t e r e s t s and w e l l c o m p l e t i o n w i l l 

avoid the d r i l l i n g of unnecessary w e l l s , w i l l p r e v e n t waste and 

w i l l p r o t e c t c o r r e l a t i v e r i g h t s . 

f a i r share of the o i l and gas u n d e r l y i n g t he s u b j e c t l a n d s , t h e 

m i n e r a l i n t e r e s t s s h o u l d be p o o l e d , and a p p l i c a n t s h o u l d be 

designated the op e r a t o r of the w e l l t o be d r i l l e d . 

WHEREFORE, a p p l i c a n t prays t h a t t h i s - a p p l i c a t i o n be set f o r 

hearing before a du l y appointed Examiner of the O i l C o n s e r v a t i o n 

D i v i s i o n on J u l y ,31, 1985, and t h a t a f t e r n o t i c e and hea r i n g as 

r e q u i r e d by 'law, the D i v i s i o n e n t e r i t s order p o o l i n g t h e l a n d s , 

i n c l u d i n g p r o v i s i o n s f o r a p p l i c a n t t o r e c o v e r i t s c o s t s o f 

d r i l l i n g , e q u i p p i n g and c o m p l e t i n g the w e l l , i t s c o s t s o f 

s u p e r v i s i o n w h i l e d r i l l i n g and a f t e r c o m p l e t i o n , i n c l u d i n g 

overhead charges, and imposing a r i s k f a c t o r f o r the r i s k assumed 

by the a p p l i c a n t i n d r i l l i n g , completing and equipping the w e l l , 

approving the l o c a t i o n of the w e l l as proposed by a p p l i c a n t , and 

making such other and f u r t h e r p r o v i s i o n s as may be proper i n the 

premises. 

5. I n order t o pe r m i t the a p p l i c a n t t o o b t a i n i t s j u s t and 

R e s p e c t f u l l y s ubmitted, 

CAMPBELL & BLACK, P.A. 

Post O f f i c e Box 2208 ^ 
Santa Fe, New Mexico 87501 
(505) 988-4421 

ATTORNEYS FOR DOYLE HARTMAN 





CAMPBELL S BLACK, P.A. 
L A W Y C R S 

EXHIBIT "A 

J A C K M . C A M P B E L L 

m u c c D . B L A C K 

M I C H t C l B . C A M P B E L L 

W I L L I * " F. C A R R 

B R A D F O R D C. U C H O C 

J. S C O T T M A L L 

» C t a N . i v t s 
L O U R O E S A . M A R T I N E Z 

J E F F E R S O N P L A C E 

S U I T E I • I I O N O R T H C U A O A L U P C 

• O S T O F F I C E B O X z z o a 

S A N T A F E . NEVC' M E X I C O 5 7 5 0 1 

T C L C » M O N C : I S C S I s a a - ^ - ^ - 2 1 

T E L E C O P I E R : ( s e n s a j - s r j ' J 

J u l y 2 2 , 1935 

CERTIFIED MAIL 
RETURN RECEIPT REQUESTED 

M r . R. Howard O l s o n 
P o s t O f f i c e Box 32279 
P h o e n i x , A r i z o n a 85018 

BEFORE EXAMINER QUINTANA 
OIL CONSERVATION DIVISION 

vVffiLTtvvP^ EXHIBIT NO. lo 

CASE NO. g^ok-a 

Re: Case 8668: A p p l i c a t i o n of Doyle Kartman f o r 
Compulsory Pooling,' Lea County, New Mexico. 

Dear Mr. Olson: 

Enclosed i s a copy of the docket f o r the C i l Zor.servi:;:.". 
D i v i s i o n Examiner hearings scheduled f o r Wednesday, l y 3". 
19 85. You have an i n t e r e s t which may be affec~ec by _. _ 
above-referenced case. 
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D O Y L E H A R T M A N 
Oil Operator 

3 0 0 N. M A I N 

P.O. BOX 1 0 4 2 6 

MIDLAND. TEXAS 7 9 7 0 2 

1 9 1 5 ) 6 8 4 - 4 0 1 1 

July'30/ 1985" 

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

Re: SE/4 SE/4 Section 23 
T-25-S, R-37-E 
Lea County, New Mexico 

Dear Mr. Olsen: 

Reference i s made to our past correspondence concerning the proposed 
i n f i l l well on the captioned lands. 

As I t o l d your secretary, the compulsory pooling hearing has already 
been scheduled, but we w i l l report to the New Mexico Oil Conservation 
Division that you have agreed to farmout, provided we can have a 
mutually acceptable agreement. 

The farmout terms we offer are as follows: 

1. Operator to d r i l l a Langlie Mattix i n f i l l well on the above t r a c t 
wit±Lin 90 days from the date of agreement. 

2. Operator would earn a 70% net revenue interest i n the new well with 
Olsen retaining a 30% overriding royalty interest, which would 
absorb the presently existing royalty burden of 12.5 % 
(proportionately reduced). 

3. Rights earned only i n the event of production and would be limited 
to a depth of 4000 feet. 

4. Olsen would retain a l l presently owned interest i n the Carlson No. 
3 well located on the 40-acre proration. 

Please l e t us hear from, you so that we may advise the New Mexico Oil 
Conservation Division of the resolution of t h i s matter as scon as 
possible. 

Very t r u l y yours, 

DOYLE HARTMAN 

Ruth Sutton 
Landman 

RS/dr 

^ . / \ 0 r / : , • HARTMAN EXHIBIT 6 
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STATE. Or NPV MEXICO 
ENERGY AN*!» MINERALS DEPARTMENT 

OIL CONSLFVATION DIVISION 
State Lane O f f i c e B u i l d i n g 

Santo Fe, Nev Mexico 

31 J u l y 

EXAMINER HEARING 

IN THE MATTER OF: 

A p p l i c a t i o n o f Doyle Kartmsn f o r CASE 
compulsory p o o l i n g . Lea County, 6668 
Nev Mexico. 

BEFOKL: G i l b e r t T. Quintans, Examiner 

TRANSCRIPT OF HEARING 

A F F E A K A N C E S 

For the O i l Conservation J e f f Teylc-r 
D i v i s i o n : Lec-a] Counsel t o the D i v i 

O i l Conferva t i or. D i v i s i c r . 
State Lane O f f i c e Bldg, 
Scnta Fe, Nev Mexico r:?r.C 

For cht- Apciicar.r.: Willisr-! F. Carr 
Attorney at Law 
CAMPBELL & BLACK 1. A. 
F. O. Box 2 20F-
Sania Fe, New Mexico S7 5C 

EXHIBIT 7 
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I N D E X 

WILLIAM F. AYCOCK 

D i r e c t Examination by Mr. Carr 4 

Cross Examination by Mr. Cuintana 2 2 

RCF:EF.T H. STRAND 

Direct Examination bv Mr. Carr 2 A 

X II I F 

H«:.r T.rr.E.r. E x h i b i t One , S t r u c t u r e Mac 5 

Hr. rtr.-tan E x h i b i t Tvo, C r o f s S e c t i o n 7 

*->. rt.rr.~-. • . v h i h i t Tb. r e t , F i a t 12 

] • : - . - t n a n Fx h i t i t rc,-r, F/z c u r v e s 1 5 

H^rtr.'ar- F x h i h i t IC 

Hnrtr?.:. - v h i b i t S:>., L e t t e r 

K^rtrra:- r.xhibit Seven , O p e r a t i n g Agreements 

H a r t r t r . E.:hih: t E i g h t , Cc r r es r cv:vl en ce 2C 
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MR. QUINTANA: We'll c a l l Case 

M?. TAYLOR: The a p p l i c a t i o n of 

Doyie Hartman f o r compulsory p o o l i n g , Lea County, New 

Mexico. 

The a p p l i c a n t has requester! 

th-?.t — 

heard at t h i s t i m e . 

MF. QUI N'T ANA: Are there other 

I f not, would yr-u "nnv-3 yc-cr 

\"itres? plenst- stanc* up an.i he svorn? 

MF . CAP!:: M,r. Fx a nmer, I have 

t v : witnesses. I have tve witnesses, t o be swerr. at t h i s 

t i - -:. . 

T a- V i l l i an- F . C&rr w i t h the 

I = v 5: rr o f Carphs 11 e-n-rj F-Iac1-'., appearing or. behalf of Doyle 

Hi rtr/.a- . 

(K i tr.esser s wo rn.) 

MP. CARP.: Ar. t h i ? t i n s I c a l l 

Mr. Aycock. 
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WILLIAM F. AYCOCK, 

being c a l l e d as a witness and being duly sworn upon h i s j 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 
I 
i 
i 

DIPECT EXAMINATION 

PY MF. CAP?.: 

0 K i l l you s t a t e your f u l l name and place ; 

of residence? 

A W i l l i a m p. AycocK, Midland, Texas. 

0 Mr. Aycoch, by whor. are you employed ar.d , 
i 

i : : whet capacity? 

f- By Doyle Hartr.an i n connection w i t h h i s 

a p p l i c a t i o n s f i l e d as Case lCu<Tbe.r SC<6£ on Docket Number 7.--

? v . ' ; 

t r?.v? you p r e v i o u s l y t e s t i f i e d before t h : = 

D i v i s i o n i-r.c had yovr c r e d e n t i a l s accepted and made a matter 

c:f record? 

A I havt. 

C And hew were yo.. qual j f i e * ' at th.nt t i n ? 

A t pf-troleur. encineer. 

O Have you reviewed the apr 1 ica t i o n f i 1 ed 

ir. t h i s c«ff on bchc.if of Mr. Hart-an? 

I l.-i-ve. 

O Ar<* vo..' f s r . i l i ar w i t h tho f.nb-iec- a r t e-
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and the subject c f the a p p l i c a t i o n ? 

A I am. 

MR. CARR: Are the witness' 

q u a l i f i c a t i o n s acceptable? 

MR. OUINTAMA: They are. You 

may proceed . 

Q Mr. AycorV., would you b r i e f l y s t a t e what 

Mr. Hartmar. seeks i n t h i s case? 

A Cass 8665 i s the a p p l i c a t i o n of Doyle 

Ilartn.r.r f o r ccnnulscry p o o l i n g i n Lea County, Hew Me>:icc. 

Mr. Hart~Kin seeks an order pi-cling a l l 

o f the r-.incral i n t e r e s t frorr. the surface t o the bare of tne 

Langlie M a t t i x Fool u n d e r l y i n g thr- southeast quarter c f ths 

southeast quarter of Section 22, Town s h i t 25 South, Fcr.c? 2~ 

F,=.st, tc be dedicated t c a w e i l t o be d r i l l e d at a standard 

1ocat i on. 

AIsc as p a r t of t h i s a p p l i c a t i o n i s the 

c o f t of d r i l l i n g and completing the w e l l , t h t 1 a l l o c a t i o n of 

th«.: c u r t s , as v e i l as a c t u a l operating costs a:.-" charges f o r 

t- u r c r v i s - or., d e s i g n a t i o n o f Mr . Fart mar as operator c f the 

v t i 1 and a charge f c r r i r . k involved i: c r i 11 inc- thc- w e l l . 

C Vould vou now r e f e r t o vh?- ha?, been ir.ar-

~. for i d n r . t i f ica t ion a= Kart-rr; E x h i b i t Nur.^er One , ^ r. - . 
ice 

i i f v t h i s f o r Mr. Quintsr.ss, and explain v\.V. i t shown? 

A Kartx:-.*. E x h i b i t Nu~ber One i i . a s t r u c t u r e 
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-ap on the top of the Penrose Sand, which i s the, as Mr. 

Ouintana i s probably aware, i s the lower member of the two 

Cueer. Sand members i n t h i s area. 

I t i s — i t shows the approximate g a s / o i l 

c o n t a c t a t a minus approximate depth of a -150 f e e t subsea 

thc.t runs t o the vest and the Upper Queen Sand pinchout over 

tc the east, . r e a l i z i n g t h a t the Upper Queen i s the upper c f 

thf: t v o v producing i n t e r v a l s and thc Penrose i s the lower of 

the two i n t e r v a l s t h a t produce i n t h i s area from thc- Langlie 

M s t t i x . 

0 This e x h i b i t also show the subject ac­

reage . 

A I t shows the subject acreage. I t shews 

the p r e - e x i s t i n g w*• 11 . I t show? the- rrcoosee l o c a t i o n , and 

tbo i m p l i c a t i o n s of — i t also shows thr. trace of Exhibit. 

Tvo, which. w i i l be a cross section t h a t w i l l show i n mere 

d e t a i l the subsurface c o n d i t i o n s . The i m p l i c a t i o n s of the 

approximate g a s / o i l c o n t a c t i n the Penrose Sand are t h a t be-

l cv thc -150 f o o t approximate o a s / c i i contact we would ex-

p?ct the Penrose t o be s u b s t a n t i a l l y o i l productive and i n 

the l'-.\oer Qceer. member would, expert trie gas production t o 

extend beyond the -150 f o o t contour f c r at l e a s t one cr two 

! ove t i o n s . 

0 V.'CJIC you nov r e f e r to Kartmar. E x h i b i t 

Tbe: Tvo and revjf-v* t h i ? f o r the examiner? 
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A Hartman E x h i b i t Number Two i s cross sec­

t i o n A-A',the t r a c e o f which was p r e v i o u s l y i n d i c a t e d on Ex­

h i b i t One. 

I n d iscussing t h i s e x h i b i t I would l i k e 

t o number the w e l l s beginning from the l e f t h a n e side of the 

e x h i b i t t o the r i g h t as 1 through 5, on which Well No. 1 

would be the C i t i e s O i l and Gas Dabbs No. 1, located i n Unit 

r of Section 23, Township 25 South, Range 37 East, at 660 

from the n o r t h l i n e a n i 66f; feet from the west l i n e . 

Well No. 2 would b^ the C i t i e s O i l and 

C-as Dabbs No. 2, located i n U n i t E at 2310 from the north 

l i n e and 520 f e e t from the west l i n e . 

V e i l No. 3 would be the El Faso Nstur=l 

G's Compeny Carlson Federal No. 7, located 660 feet, f ror; ths 

south l i n e and 1930 feer free the vc-st Dine i n Unit N. 

Well No. 4 would be the Doyle Kart- = r. 

Carlson Federal No. 3, located i n Unit F, 6f>0 fe e t from the 

south l i n e and £60 f e e - from the e^st l i n e . 

An^ V*J1 Nr. f vr.vle be the Amerada Hess ; 

Ida v:i~.berly No. 13, 1 coatee i n Unit K at 330 fe e t from the j 

south l i n e and 330 f e e t from the vest l i n e of Section 24, 

To.-nshin 2? South, F.arr-f- 3" B'.:-. s. t.. 

V.v-'c cal I the Examiner's a t t e n t i o n t o the 

f&ct thr.t V.'ells 1 and 7. rv*ve been converted t o water i n j e c ­

t i o n v: ] 1 . V.'ells 3 and A art- c«is producir.n w e l l s , and Ve 1} 
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S i s ar. o i l producing w e l l , and t h a t except f o r Well No. 3, 

a l l of these w e l l s have been completed w i t h i n the Langlie 

M a t t i x zone. 

WeU Nc. 1 was spudded on the October thc 

10th, 1936, and completed^on November 2Sth, 193C, from an 

open hole s e c t i o n between the depths of 2,4 50 and 3, 261 

f e e t i n the Yates-Seven Ribers-Queen-Penrose Sand. 

Well No. 2 was spudded on the l F t h of Ap­

r i l o f 1939, completed on the 9th of May, 1939, from cn open 

hole i n t e r v a l between depths of 3,240 feet and. 3,360 feet i n 

tl i e Penrose Sand. This we:; p r i c r , c f course, t c the conv? - -

sion tc waiter i n j e c t i o n . 

Vie 11 No. 3 was sr.uddtd or. the r.':th of 

Re r-t ember, 1°05. compl eted c: the frth of December, 195'. . 

frcm per f or at ions betveer cleptns of 2,424 f e e t and 2,441 

f e e t . 

Well No. 4 was completed on t v e 24th c: 

May, 19 — V-a? spudded, pare?:.-, me, on the 24th of May, 193", 

end completed on t v-e 10th cf "une, 1937, from an open hole 

i n t c r v r . 1 between Ce othr of 2 , $ 4 0 feet *.-.o 3,1 73 f e e t , v>.j cr. 

i r o h m e : e l l of thr pr ndactive i n t o r v f l s i n the Langli e-M*t-

t i x rO'l at t h a t l o r e t i o n . 

A-d V i11 No. :» wis spud dee on the 2Cth of 

f-fey, 1 re-spudded and commis ted cn the 27th of Ma y, 

19-3 3, through per f o r at ions b«-tv»: ori depths of 2,93 " feet and 
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2 , I f ? f e e t i n the Gueen-Penrose s e c t i o n . 

Well No. 1 was not s t i m u l a t e d . 

V e i l No. 2 was shot w i t h 220 quarts of 

n i t r o g l y c e r i n . 

Well No. 3 was sand f r aced w i t h a two 

stage j o b , i n c l u d i n g a t o t a l c f 20,500 g a l l o n s . 

Well Nc. A was sand/oil fraced v i th 

10,000 g a l l o n s and 10,00 3 pounds. 

And V.'eil Mo. :> was subjected t o cn acid 

treatment o f 1000 g a l l o n s , sand/oil fraced w i t h 20,000 

pounds, and 20,000 g a l l o n s . 

Ke 1.1 No. 1 p o t e n t i a l e d f o r 3 " - m i l l i o n 

cubic f e e t per cay. 

wel" Mt. 3 p o t e n t i a l e d f c i 25"; b a r r e l f. c f ! 

o i l per day. 

Well So. 3 p o t e n t i a l e d fo* 3 30 MOT r * r j 

day. j 
i 

Well Nc. 4 p o t e n t i a l * * f o r 2-, 750 MCF rer | 

doy . 

And K y i ! No. f p o t e n t i a l e d f c r 1,340 y r j r 

i 
per d a y . ! 

We. 1 N't . 1 wrjs c o n v e r t e d t o wa te r i n j e c ­

t i o n i n t h e C-ueer.-Penr c?e i n t e r v a l on November 22nd , I'M-.-:*. 

I r had p r o d u c e d a t t l v s t t i n * a c i r u l r . t i v . ' g;.s r r o d •-• c t ; o;. c f 

0 ,3 70 MM"? end as o f M.arch of 10 ri r> s cc-ul?- ' . i v e v . : er volu?..-; 
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10 

of. 3,3?./., COO b a r r e l s had been i n j e c t e d i n t o t h i s w e l l . 

Well No. 2 was deepened fro™ 3, 3 G r> f e e t 

t o 3,423 f e e t ; p e r f o r a t e d from 3,100- f e e t t c 3,208 fee t and 

c c i d i r e c and converted t o a water i n j e c t i o n i n the Queen-

Penrose between depths of_3,106 fee t and 2,425 f e e t on the 

6th o f November, 190"'. 

In 15 — on the 20th of September, 1971, 

Weil No. 2 was plugged back to a depth o f 3,285 f e e t : p e r f o ­

r a t e d between depths of 3,190 and 3,20." feet and acidized 

w i t h 1000 g a l l o n s , returned t o water i n j e c t i o n between 

depths of 3,10?> f e e t and 3,2-". f e e t at about 1200 b a r r e l s of 

voter per day. 

As o f October of 19'", p r i o r , j u s t p r i o r 

to tne cooperation t - writer i n j e c t i o n , t h i s we]) h?d pro­

duced a cumulative vc 1 ante- of 1,613 MMCr and as of March of 

19.05 thc w e l l was i n j e c t e d -- had had a cumulative volume ef 

3,707,000 b e r r e i s of water i n j e c t e d i n t o i t . 

Well No. 3 was -- i t has been commingled 

i - the Jfclr.M end Langlie M a t t i x zones. 

we would c a l l the Examiner * s a t t e n t i o n t o 

two- d r i l ; stem t e s t s where the "alme-t and L a n r i i c M a t t i x 

were t e s t e d s e p a r a t e l y . 

Or. the f i r s t tes L between depths of 2,334 

•c 2,450 f e e t , vMoh i s i n the upper mart of the Jr.lmat i n ­

t e r v a l , the d r i l l stem t e s t or. t h i s v-11 recovered 10 feet 
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1 i 

of mud w i t h a 15 minute s h u t - i n pressure of 135 p s i . 

There was an a d d i t i o n a l d r i l l stem t e s t 

i n the Jalmat i n t e r v a l between depths o f 2,250 and 2,300 

f e e t , recovered 250 f e e t of h e a v i l y gas-cut mud v i t h a 30 

minute s h u t - i n pressure o f 1,103 p s i . 

VJe would l i k e the examiner to please no­

t i c e the d i f f e r e n c e i n q u a l i t y between those t e s t s and the 

L a n g l i e - M a t t i x d r i l l stem t e s t s between depths of 3,150 feet 

and 3,21P f e e t where gas came t o the surface ir- 2-/1/2 

minutes a t 470 MCF per day, recovered 314 f e e t of d r i l l i n g '• 

mud and had a 30 minute s h u t - i n pressure of 63£ f e e t . 

Al thouc.h the sh u t - i n r-Tevs^r^ war 

s u b s t a n t i a l l y lower than i n the second cf the two t e s t s on ; 

the Jalmat, the p r o d u c t i v i t y vas many f o l d g r e a t e r . 

I t i s our b e l i e f based upon the cats t h i t 

we've presented t h a t as t o V e i l No. 3, the bulk of the cn-j. 

p r o d u c t i o n t h a t has occurred from the comoinglsd we 1J has 

o r i g i n a t e d i n the Langl i e Matoix i n t e r v a l r a t h e r than i n the 

Jalmat i n t e r v a l . Ke t h i n k t h i s i s v e r i f i e d by t r e f a r t t h e t 

none of the other w e i i s or. t h i s cross s e c t i o n , >.eccrdi no to 

the records. even bothered t o t e s t the Jalmat i.-.tervc! v'-.er. 

i t was d r i l l e d , i n d i c a t i r . c t h a t the q u a l i t y i s very io.-: i n 

t h i s immediate ares. 

Q Mr . Aycock, w i i l yoo r ov. r e f t : t o H- « 

Hartman's E x h i b i t Number Three and review thi?:" 
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A E x h i b i t Number Three i s a larae sc? 1 e mar 

of a 9-section block t h a t includes Section 22, Township 25 

South, Range 27 East, and a l l o f the o f f s e t t i n g sections, 

both d i r e c t and diagonal t o i t . 

We would c a l l the Examiner's a t t e n t i o n to 

the f o l l o w i n g : 

There i s a watered out producer, namely, 

the Santa Fe Energy Company Carlson "A" No. 3, which i s l o ­

cated i n U n i t L o f Section 22, at a l o c a t i o n 2310 feet from 

the south l i n e and 330 f e e t from, the vest l i n e . 

Tne w e i l watered out arc was pi urged and 

abandoned on the 29th o f September, 19?1. 

The cumulative o i l production at t h - t 

time was 99,900 b a r r e l s and the cumulative ca? orod.'otior 

vas 1,109 MMCF. 

Recognising t h a t i t i s a d i r e c t o f f s e t to 

the Mobil L a n g l i e M a t t i x Queen Unit No. 35, our Dr.bbs No. 2, 

which has had a s u b s t a n t i a l amount, of vatet i n j e c t e d i n t ' 

i t , t h a t s t i l l shows t h a t the water i s ccir.c i n t o t h " i n ­

t o the zone at these h i g h r a t e s and m i g r a t i n g and t h i s i s e 

f a c t o r t o consider i r d e t e r m i n i n g the r i s k . 

We vou J d f u r t h e r 1 ike t o point out :r,-.t 

the e x i s t i n g producer, the Doyle F:crtm-.r. Cf. r so*. — Ca: J son 

No. 3, I beg your pardon, located 6 0 feet from ths sou: r 

l i n e and 660 f e e t from the e-c. st l i n e i n 0r.it p, ir- a :.-o-1 = :c:-
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1 3 

inc w e l l but i t has g r e a t l y i n f e r i o r c h a r a c t e r i s t i c s as com­

pared t o both o f the o f f s e t t i n g Amerada Hess Wimberly, Ida 

Wimberly Wells, namely the Ida Wimberly No. 11, located 1980 

f e e t from the south l i n e and 66C feet from the west l i n e i n 

Unit L, and the Amerada Hess Ida Wimberly No. 13, located 

330 f e e t from the south l i n e and 330 feet frcm the west 

l i n e , both o f these i n Section 24. 

We would also l i k e t o c a l l the a t t e n t i o n 

of the Examiner t o the f a c t t h a t the wellhead s h u t - i n pres­

sure f o r the Carlson — Hartmen Carlson No. 3 is approxi­

mately 50 p s i . The pressures are very low and t h i s i s es­

s e n t i a l l y e q u i v a l e n t t o t h a t i n d i c a t e d on the Anerad:- well? 

immediately t c the east. 

This i s ancthet factor t h a t reed? t o be 

considered i n determining r i s k end i t also i n d i c a t e s t ; :' 

c o r r e l a t i v e r i g h t s are going t o be protected, i t v.; .1'. have 

t o be v i r t u a l l y immediately, otherwise t r e d e p l e t i o : wi11 

have proceeded t o the p o i n t t h a t there v i l l be no wry 

equalize the c o r r e l a t i v e r i g h t s s i t u a t i o n . 

C Would you now j u s t b r i e f l y sur.r.-or: r r t n -

conclusions t h a t you car. craw frc-r the three ex h i ' r i t - vou 

have presented? 

A: I can r tsoh the reasor.ebl e conr 1 u <.tor r 

from the data a l r e a d y presented i n these exhibits- ar . the 

f o t l o v i n g : 
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There i s n good q u a l i t y r e s e r v o i r i n the 

La n g l i e M a t t i x zones. This r e s e r v o i r s u b s t a n t i a l l y contains 

gas a t low pressure. As we have p r e v i o u s l y t e s t i f i e d t o the 

Commission and the Commission i s aware, the d r i l l i n g and 

completion procedures a t these lower pressures are very d i f ­

f i c u l t , the reason being t h a t w i t h the water based c i r c u l a t ­

i n g f l u i d i n the hole we tend t o have d i f f e r e n t i a l s t i c k i n g 

of d r i l l c o l l a r s d u r inc the d r i l l i n g phase and we're also 

s u b j e c t t o the breakdown of the formation d u r i n q the cement­

ing phase i f g r e a t care i s noo exercised and loss c f the ce­

ment i n t o the pay zone w i t h consequent impairment of i t s u l ­

t i m a t e producing c a p a c i t y . 

Also there i s a wat e r f l o o d t h a t i f being 

conducted along the edge of the gas cap, es we've shown by 

the two i n j e c t i o n w e i i s t h a t a.re on. n x h i b i t 7v r . There's 

way o f knowing the l o c a t i o n o f che water among the two-

s t r i n g e r s i n the La n g l i e M a t t i x ; i . e . the Upper Queen and 

the Penrose Sand. The l i k e l i h o o d i s t h a t the cermeabi 1 i t ' ; 

t h i c k n e s s p r o d u c t , the r e l a t i o n between those two for thr 

two zones has determined hew much cf the t o t a l arour.t cf 

water i n j e c t e d has gone i n t o each. We d o r 1 1 hsv» any i n d i ­

v i d u a l data on them. There i f no way t o cuesc at. hew rruc: 

water has gone i n each. So thePe h*s l i k e l y beer, videspreac 

m i g r a t i o n o f water v i t h a t o t a l of over F.-r.i: l l i o r , l e t ' : 

see, about 6 - m i l l i o n br»rr<= 1 r of water, I b e l i e v e i t W.-JJ., 
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wasn't i t , t o t a l t h a t ' s been i n j e c t e d here. 

There's 2,322,000 i n one w e l l and 

3,797,000 i n the o t h e r w e i l . So we're t a l k i n c about 7--r . i l -

l i o n b a r r e l s o f water between those tvo w e l l s , rouqhly, 

t h a t ' s been i n j e c t e d i n t o the L a n g l i e M a t t i x zone. 

So there i s no way of knowing t h a t 

where t h a t water has migrated to and we are less than a mile 

away from. — from the c l o s e s t w e l l and about a mile and a 

q u a r t e r t o a m i l e and a h a l f away from the f u r t h e s t of these 

two i n j e c t i o n w e l l s a t ths proposed l o c a t i o n . 

0 Are you prepared t o make t recommendation 

t o the Examiner as tD the vis's penalty t h a t should he asses­

sed a g a i n s t any n o n j o i n i n g i n t e r e s t owners? 

A Pecaus* of the cor pound" nature of ths 

r i s k f a c t o r s here, my recommendation vould be 20" percent. 

C And you're basing t h a t on the low pres­

sure i n f o r m a t i o n p l u s the v s t e r i n f o r m a t i o n . 

A That's c o r r e c t . 

C I n your or: n ion could Mr . Ku r tm--.:- d r i l l a 

w e l l a t t h i s l o c a t i o n t h a t vould not t t a commercie 1 suc­

cess? 

A Yes. he could. 

C Would, you nov refer to E x h i b i t N uvb-: -

Four, i d e n t i f y t h a t , and e x p l a i n vhat i t shows? 

A E x h i b i t Murber Foi-r arc the curve.' , the 
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pressure per f ormance curves, f o r the ex i r t inc Doyle Hartman 

Carlson No. 3, located i n Unit P o f Section 23, Township 25 

South, F.ange 27 East, and the two o f f s e t t i n g Amerada Ida 

wimberly Wells, those being the No. 11 and No. 13. 

These graphs are presented i n the form c f 

the r a t i o o f subsurface pressure t o coinci d e n t c o m p r e s s i b i l ­

i t y f a c t o r as a f u n c t i o n of cumulative gas production. 

We would c a l l the Examiner's a t t e n t i o n t o 

the f a c t t h a t f o r the Doyle Hartman Carlson No. 3 the slope 

i s approximately 2.3 KMC" per p s i , while f o r the two Amerada 

w e l l s , f o r the No. 1 1 Well i t ' s - 12.S MMC? r e r p s i , and f o r 

the Id; : Wiraberly Nr . 13 i t i s 16.2 MMCF per p s i . 

So t r e r a t i o s betv«e*- thosv slcr<- «• whi.-h 

d-.te rmir.-e what tbe s i v* { ar cu-.1. o f cress-} re avni : ah •". ~ , v h j - h 

determine the r e l a t i v e --zfor-r.-r.ee- of -hose w e l l s , says th?.?. 

t*~sy * re going t o reonvcr between 0 ar.d S tir»*« the arount of 

Vs-5 t h i t the Doyle Hcrtmao Carlson No. 3 w i l j ' recover, and 

-.2 though t h i s en tar-;- ?.- ofr-t could not bs made ur by having a 

i - T f capable c r c r . r - r - d r i l l e d at che proponed i n f i l l l oca­

t i o n o" 5 5-:. f o o t f-o- the so-.th l i n e anf v?;*; feet f r o r the 

e-st l i n e , at i c * s t a r o r t i e r o f i ' could be made un t y a 

comr c r c i a l producer at th? t i o o a t i o r . 

C- Wi 11 yev r-.c-v- ider ».i/y E x h i b i t Number 

' r>.M;r:t r l « x ? ive- ere ths. otoouct i c r 
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h i s t o r i e s i n both tabular and graphic forr. f o r a l l of the 

w e l l s t h a t vere shown on E x h i b i t Number Tvo; t h a t i s , the 

cross s e c t i o n , and t h a t includes a rate/time — conventional 

r a t e / t i m e curve where the l o g a r i t h m o f monthly gas r a t e as a 

f u n c t i o n o f time i s shown, and a l s o , the r a t i o o f subsurface 

pressure t o c o i n c i d e n t c o m p r e s s i b i l i t y f a c t o r as a f u n c t i o n 

of cumulative gas production f o r a l l of these w e l l s . This 

i n f o r m a t i o n , we are not going t o review i t i n d e t a i l i n the 

record unless the Examiner so wishes, but WE provide j t t o 

him so he w i l l have a l l of the consequential cats t h a t sur­

rounds the w e l l s i n the are? of the proposed i n f i l l w e l l . 

Q Would you b r i e f l y summarise why Mr. Hart­

man b e l i e v e s t h a t an a d d i t i o n a l w e l l on t h i s acreage must be 

d r i l l e d at t h i s time? 

A The reason f o r the d r i l l i n g at a l l i s , as 

we have s a i d , because o f the d i s p a r i t y i n c o r r e l a t i v e r i g h t s 

t h a t w i l l occur i f nothing i s done between the Kartmar w e l l 

and the two Amerada Wimberly w e l l s t o the immediate east. 

The consequential f a c t o r s are the- f o l l o w ­

ing : 

We have a very low r e s e r v c i r pressure and 

i f any unnecessary time i s wasted i n the re-development cf 

tne Kartman lease, there w i i l be no pressure l e f t t c a v t i l 

-- t c enable him t o remedy a p o r t i o n c f the underproduce:Ior. 

t h a t has occurred. 
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If-

I n a d d i t i o n , i n Unit T of Section 23 i s 

located thc Winnerly 1, which i s making some water, not a 

l o t but i t i s producing some water, f u r t h e r s u b s t a n t i a t i n e 

thc f a c t t h a t the l a r g e amount o f water t h a t has been i n ­

ject e d i n t h a t area i s fanning out over a widespread area. 

Vtc've already discussed the f a c t t h a t the 

slope of the P/z as a f u n c t i o n o f cum gas curves i s r a d i c a l ­

l y d i f f e r e n t from the Hartman w e l l than i t i s from the two 

o f f s e t t i n g Amerada w e l l s . There i n not t h a t much d i f f e r e n c e 

i r pay development, as i n d i c a t e d on the w e l l logs, so the r e ­

f o r e they must be d r a i n i n g roughly C tc P. times as much arer. 

e f f e c t i v e l y as the Hf-rtman w e l l i s . 

Th'. only way t h a t liar tnan and h i s part -

r-t i y end the r i n e r a - r owners can be prote-cted i s t h e r e f o r r 

:'oi h i - to redevelop the lease w i t h an a d d i t i o n a l v= 11 and 

attempt tc- equalize the r e l a t i v e drainage areas. 

0 Mr. Aycock, would you now i d e n t i f y what 

hay beer, marked as Hartman E x h i b i t Six? 

/ Hartman E x h i b i t Six i s a l e t t e r from Wi:-

1iao P. Carr, A t t c r r e y f o r Mr. Hartman, t o Mr. P. Howard 01-

£.•-;• ir- Phoenix, Arizen;., concern ing Case Number 306?. I t i r 

-•- c o n s t i t u t e s the f o r - a l n o t i f i c a t i o n by Mr. Carr of — to 

r-r. 01 so-., who i s tbe other working i : . : e r ^ s t owner. Mr. 

bi:c,r,.r owns and c o n t r o l s 1'. percent of the workinr. i n t e r e s t 

under t b i - 160-acre t r a c t . Tbe only o t h ' r working i r . t r r e s t 
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cvner i s Mr. R. Howard Olson, who has a 25 percent working 

i n t e r e s t . 

Q W i l l Mr. Kartrcan c a l l another witness to 

review the e f f o r t s made t o — 

A He w i l l . 

Q gain v o l u n t a r y joinder? 

Mr. Aycock, what i s the estimated cost c f 

the proposed w e l l ? 

A The estimated cost o f tho proposed w e i l 

i n c l u d i n g contingencies i s ?30C,000 for a producing we'll and 

$142,002 f o r 3 dry h o l e . 

0 Are these costs i n l i n e w i t h the cost? 

f c r other s i m i l a r w e l l s i n the area? 

A Yes, they're based on Mr. Hartman's con­

siderable contemporary experience as the nest e c t i v - opera­

t o r throughout t h i s t r e n d , 

C And he has d r i l l e d other Langlie Mattix 

v e i l s i n t h i s area? 

A Yes . 

Q Have you made an estimate of t h - overhead 

and a d m i n i s t r a t i v e costs t o be incurred w v i i e d r i 1' i:-g and 

operating the we l l ? 

A Yes . 

Cj , 7 , . rf those charges and — arte v.l;M o r t 

those charges? 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

70 

A $550 per month f o r a.producing we l l and 

$5500 per month f o r a d r i l l i n g w e l l . 

0 Are these charges i n l i n e w i t h what's 

being charged f c r o t h e r w e l l s i n the area? 

A They are.. 

C Vould you r e f e r tc-, j u s t i d e n t i f y , what's 

beer, marked as F x h i b i t Number Seven? 

A E x h i b i t Number Seven i s a proposed morel 

form o p e r a t i n g agreement dated A.pril 15th, 1985, between 

Doyle Hartman as operator and various j o i n t o perators. 

Q And dees t h i s operating a g r e e r r p r o v i d e 

for oh- ?S:>r h nor.th and $5500 a month f i g u r e s t h a t you j u s t 

t e s t i f i e d to? 

A I t doc cr. pnge 3 of the stt - c h o d O"--"' -

u-de-r r.;:r-ber — 

C Ar.d does --

2 Section No. 3, Overhead, Set t i o n 1-*.-

tverhsr-! c r - ' i t , operator s h a l l charge ths j o i n t account at 

t'-.-e f c ! lo-.-i ng r a t e s per w e l l per month: D r i l l i n g w e l l rat*-, 

S35.0; producing w e l l r a t e , ?530. 

C To's t h i s e x h i b i t also c o r . t j i * another 

operating agreement tr-et contains these f i g u r e s ? 

•r I ' . coos. The other o p e r a t i n g agreement 

i s dated, r-otober 3rd, 10P3, and i t i s — the various working 

i n t e r s : t fw.ne.rr. a-e sbow. cn -;yh:'!it ; , .:••»'* on pc-;.e 3 oner 
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again o f the COPAS, under — t h i s was escalated. This has 

been escalated e s s e n t i a l l y t o the same — wh i l e t h i s was nn 

'S3 agreement, i t provides f o r e s c a l a t i o n i n Section l-A-3, 

i t provides f o r e s c a l a t i o n w i t h i n the c o n t r a c t . 

This has been escalated t o e s s e n t i a l l y 

the same numbers as are on the previous agreement by v i r t u e 

of the e s c a l a t i o n clause contained w i t h i n the accounting 

procedures. 

0 Does Mr. Kartman seek t o be designated 

operator o f the s u b j e c t well? 

A He does. 

Q I n your cpinon w i l l g r a n t i n g t h i s a p p l i ­

c a t i o n be i n the best i n t e r e s t of conservation, the preven­

t i o n c f waste, and the p r o t e c t i o n of c o r r e l a t i v e r i g h t s " 

A Yes, I b e l i e v e so. 

0 Does Mr. Hartman request th a t t h i s order 

t o expedited. 

.A He does. 

Q Does he have immediate plans t o go f o r ­

ward v i t h the development o f t h i s acreage? 

A Yes, he does. As a matter c f f a c t , 

learned yesterday t h a t Mr. Olson i s probably going to f i r -

out h i s i n t e r e s t t o Mr. Hartman. 

We're here to request the order as pro­

tection for Mr. Hartman so that he can or ahead. Fverv Kf-
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f o r t w i l l be made t o consummate tbe farmout agreement v i t h 

Mr. R. Howard Clson, but i n case something should happen 

t h a t t h a t does not occur i n a t i m e l y f a shion, Mr. Hartman 

wouid l i k e t o go ahead and be able t o d r i l l the w e l l , and 

t h a t ' s the reason he's requesting the forced p o o l i n g order. 

Q I f t h a t farmout agreement i s consummated 

w i l l Mr. Hartman immediately advise the Commission? 

A He w i l l . 

0 Were E x h i b i t s One through Sever, preparer, 

by you or compiled under your d i r e c t i o n and supervision? 

A They were. 

MR. CARR: At t h i s time, Mr. 

Ouintana, ve would o f f e r i n t o evidence Hartman E x h i b i t s Cos 

throuch Seven. 

MF;. Ov TNT AN A: One through 

Seven — E x h i b i t s One through Seven i n Case SSfcS v i i ] be en­

te r e d i n t o evidence. 

Mr. Aycock, I have a few ques­

t i o n s . 

CROSS EXAMINATION 

EY MF. QUINTANA: 

w One question i s operating s u o r ^ r t e d 

o p e r a t i n g cost o f S5500 and S550 tha t you took o f f these 

o p e r a t i n g acreements, E x h i b i t Seven, were thc-se v o l u n t a r y 
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agreement.1?? 

A Yes. 

Q The other question I have- i s d e a l i n g w i t h 

the 200 percent r i s k p e n a l t y f a c t o r . 

Do you b e l i e v e t h a t the combination of 

the i n f l u x o f water i n the area and the combination o f low 

pressure and the r i s k s involved w i t h d r i l l i n g low pressure 

w e l l s account f o r the 200 percent penalty? 

A Yes, s i r , I do. 

Q Even though t h a t you believe t h a t i t v i 1 3 

be a commercial producer? 

A We hope i t w i l l be a commercial producer, 

yes, s i r . 

I t ' s not a low r i s k l o c a t i o n . The or.ly 

reason t h a t he ' s wi 11 ing t o do i t at a l l i s t h a t he f to', R 

t h a t i t w i l l e i t h e r be probably a dry hole or, you know, ar: 

a t t r a c t i v e w e l l . I t w i l l probably not be some-thing i n be­

tween . 

Q Then), you. 

y?. COINTANA: Ke f u r t h e r ques­

t i o n s . 

l \ l . CARE: At t h i s time I'd 

c a l l Rob Strand. 
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7A 

ROPF.RT H. STR AMD, 

being c a l l e d as a witness and being duly sworn upon bis 

oath, t e s t i f i e d as follows, to-wit: 

BY MR. CARR: 

Q 

of residence? 

A 

0 

i n what capacity? 

DIRECT EXAMINATION 

Would you s t a t e your f u l l nane and place 

Robert K. Strand, Roswell, New Mexico. 

Mr. Strand, by whom are you employed * 

A I'm an a t t o r n e y w i t h th.e f i r m of Atwoo.'., 

Malcne, Mann, and Turner i n Roswell. 

C Have you p r e v i o s i y t e s t i f i e d before th:s 

D i v i s i o n ? 

A Yes, I have. 

Q I n p r e p a r a t i o n for today's hearing vh^t 

has Mr. Hartman asked you t o do? 

A. Mr. Hartman hap asked me t o oo over cer­

t a i n correspondence w i t h M: i - , as Mr. Avcock has tes 

f i e d t o , and as t o c e r t a i n agreements i n the cb.<:in of t i t " . 

wnicn h-Mv̂  some Wr.rir.n on tn-to t h i s p a r t i c u l a r lease-

case . 

Q Ir: p reparing f o r today's hoori.ng h-vc yo/ 
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become f;>mali<tr w i t h the status c f the ownership under the ; 

subject lands? 

A Yes, I have. 

Q And would you review t h a t f o r the Exami­

ner, please? 

A As Mr. A.ycock s t a t e d , a 25 percent i n t e r ­

est i n the o i l o p e r a t i n g r i g h t s urder the southeast quarter 

of the southeast q u a r t e r o f Section 23 i s owned by Mr. K. 

Howard Olson. 

The remaining 75 percent of such operat­

i n g r i g h t s are owned by Doyle Hartman. 

n So tlie o n l y i n t e r e s t t h a t would be pooler* 

i n t h i s case i s t h a t 25 percent i n t e r e s t of P.. Howard Olson. 

That's c o r r e c t . 

Q Everybody else i s v o l u n t a r i l y i n . 

A Yes. 

0 I s there an operating agreement i n place 

covering the s u b j e c t acreage? 

A not t h r i t we have been able t o determine, 

Mr. Carr. There are a couple of agreements t h e t ware pro­

vided by the p r i o r operator of the southeast quarter of the 

southeast q u a r t e r , being Sur. O i l Company; however, io re­

viewing those agreements I have- corns to the cancl as inr. t h a t 

they do not i r , f a c t cover the operation c f t h i s lor.-.; i n the 

sense tha t a normal J-JS-l. Fori: CIO Operating Agreement vou 1 r 
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cover i t . 

Q And so w i t h o u t — there i s no agreement 

under which t h i s acreage could be developed and thereby the | 

i n t e r e s t o f R. Howard Olson brought i n . 

A Not i n my o p i n i o n , no. 1 

Q Have you reviewed the correspondence and 

the e f f o r t s made by Hartman t o o b t a i n the v o l u n t a r y j o i n d r r 

o f R. Howard Olson? j 

A. Yes, I have. 

Q VJould you r e f e r t o what her been marked ! 

f o r i d e n t i f i c a t i o n as Hartman E x h i b i t E i g h t , i d e n t i f y th:?, j 

and b r i e f l y review i t f o r Mr. Quintana? 

A Hartman E x h i b i t Number Eight c o n s i s t - c f j 

c e r t a i n correspondence w i t h Mr. R. Howard Olson, w i t h 

O i l Company; a l s o includes a copy of the one agreement pro­

vided by Sun O i l Company which I t e s t i f i e d t o e a r l i e r . 

The first letter is dated July 10th. 

1935, directed from Doyle Hartman tc Mr. Howard Olson, re- i 

latino to the proposed well on the land in question that Mr.. 

Hartman proposes to drill. <l 

This l e t t e r included as ar. e x h i b i t tn^r--- > 

I 
t o an AFE which a l s o Mr. Aycock t e s t i f i e d t r rsi?.: ing to 

t h i s w e l l ; requested Mr. Olsen to j o i n i r . the d r i l l i nr. r i j 

the w e l l as t o h i s 25 percent i n t e r e s t ; a l t e r n o t i v e l - - , ther--
i 

was an o f f e r mode t o p u r c h a s e t h a t i n t e r e s t by Doyle. *. : : . r to;- ! 

! 
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or to t a \ e <i farmout from h i Pi of such i n t e r e s t . 

Th«- next l e t t e r i s a l e t t e r frov, Howard 

Olson, dated January 31st, 1985, t o Mr. Hartman, wherein v

e 

b a s i c a l l y d e c l i n e s t o accept any of these proposals, and i n 

t h i s l e t t e r he makes reference t o an op e r a t i n g agreement or 

what he c a l l s an o r i g i n a l operating agreement: however, as I 

understand i t , he d i d not provide a cony o f such acree-.f V. 

tc Mr. Hart nan. 

There i s f o l l o w i n g a l e t t e r dy.ttf? Jr-.r.va-y 

2-^th, 1985, from Mr. Hartman t o Mr. Olson again r e l a t i n g to 

c e r t a i n i n f o r m a t i o n as t o the w e i l t o be d r i l l e d and rh.' 

e x i s t i n g v e i l , or w e i i s , p r e s e n t l y on t h a t t r a c t . 

There i s also a l e t t e r date--* M--roh 2" r.h. 

1985, from Sun E x p l o r a t i o n and Product ion com-H-vy V. Mr . 

Hartman's o f f i c e p r o v i d i n g a copy c f a d r i l l i n g r r t : 

which a l l e g e d l y covers t h i s p a r t i c u l a r t r a c e . Thr- contin.:-

r e c i t e s a lease which covers the t r a c t i n v o l v e d ; however, :.t 

go-us on p o i n t out t h a t there are only two w e i l s t h i - are 

suhdect t o t h i s agreement and vo have cetfers.-ined th? t 

n u i t h e r one o f thene w e l l s ere or. the t r a c t i n v«?d . ro 

i t ' s r.y o p i n i o n t h a t t h i s p a r t i c u l a r agreement provided by 

Sun E x p l o r a t i o n and Production has no bearing on owner ship 

c f the o i l o p e r a t i n g r i g " i t s whatsoever. 

0 V.'ore other contacts or att-.o.p'.- -.;id*. t o 

d j.scusr; t h i s matter v i t h Mr. Olson other than ' t 
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r e f l e c t e d i n t h i s correspondence? 

A Yes, t h a t ' s ny understandino, t h a t ' s 

there's been c o n t i n u i n g discussions by Mr. Hartman's s t a f f 

w i t h Mr. Olson, c u l m i n a t i n g i n the proposed farmout yestsr-

day by Mr. Olson, which we are hopeful v i l l be consummated 

i n the near f u t u r e . 

0 Mr. Strand, i n your opinion and based cr 

your experience i n working w i t h matters o f t h i s nature, ha«? 

a good f a i t h e f f o r t been made by Mr. Hartman t c obt a i n the 

v o l u n t a r y j o i n d e r o f R. Howard Olson i n t h i s p r o j e c t ? 

A Yes, I b e l i e v e the customary stepr b-i-'e 

been taken t o secure h i s p a r t i c i p a t i o n or other c o n t r a c t u a l 

arrangements r e l a t i n g t c d r i l l i n g of the v e i l , ysn. 

C Doss E x h i b i t Number Sever, contain r v r . -

ments t h a t are kept as p a r t o f the o r d i n a r y busines s rscor:s 

o f Mr. Hartman? 

A Yes. 

MR. CAR -: Mr. Coir.r ?.-,a, s t 

t h i s time we would o f f e r i n t o evidence Hartman E x h i b i t Nt---

ber E i g h t . I said Seven, I meant Eight. 

MR. C'.'IHTAHA: E x h i b i t Number 

Eight i n Case 866ft w i i l be entered as evidence. 

MF. CAR": And t h t r o c - ' l vd.-:-

my d i r e c t c-xamina t i o n o f Mr. Stren~. 

MR. CVI NT AN A: I h.r«e re --.-ey-
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t i o n s of t h i s w i t n e s s . He m?y be excuse^. 

MF. CAPP: I have nothing f u r ­

t h e r i n t h i s case. 

MP. QUINTAWA: Case P66S w i l l 

be taken under advisement. 

(Hearina concluded.) 
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C E R T I F I C A T E 

I , S.ALLY W. BOY-, C.S.R. , PC HERE!? "i 

CERTIFY t h a t ths foregoing T r a n s c r i p t o f Hearing before ths 

O i l Conservation D i v i s i o n (Cj^rvnii&icn) vas reported by rre: 

th a t the said t r a n s c r i p t i s a f u l l , t r u e , and c o r r e c t record 

of the h e a r i n g , prepared by rr.e to the best of r y a b i l i t y . 

,\SU iĴ r\ GT)V4: 

i 





CAMPBELL 3 BLACK, P.A. 
L A W Y E R S 

J A C K M . C A M P B E L L 

B R U C E O . B L A C K 

M I C H A E L B . C A M P B E L L 

W I L L I A M ' . C A R R 

B R A D F O R D C . B E R G E 

J . S C O T T H A L L 

P E T E R N . I V E S 

L O U R O E S A . M A R T I N E Z 

, J E F F E R S O N P L A C E 

S U I T E I - I I O N O R T H G U A D A L U P E 

P O S T O F F I C E B O X 2 2 0 S 

SANTA F E . NEW M E X I C O 87501 

T E L E P H O N E ; ( S 0 5 ) S B S — » * 2 I 

T E L E C O P I E R : ( 5 0 5 1 9 8 3 - 8 0 4 3 

August 13, 1985 

•Mr. Bob Pitske 
Bureau of Land Management 
Post Office Box 1778 
Carlsbad, New Mexico 88220 

Re: .Application of Doyle Hartman f o r 
Compulsory Pooling, Lea County, New Mexico. 

Dear Mr. Pitske: 

Michelle Hembree of Doyle Hartman's o f f i c e has requested 
t h a t we provide you w i t h a copy of the appli c a t i o n f i l e d by 
t h i s o f f i c e 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 
w i l l note from the enclosed, the only i n t e r e s t owner who has 
not v o l u n t a r i l y agreed to p a r t i c i p a t e i n the d r i l l i n g of a w e l l 
on t h i s acreage i s R. Howard Olson. The case was heard on July 
31, 1985 and Mr. Olson, although having received notice of the 
hearing by c e r t i f i e d m ail, did not enter an appearance. We are 
a n t i c i p a t i n g an order approving the ap p l i c a t i o n from the 
d i v i s i o n i n the next couple of weeks. 

I f you need anything f u r t h e r concerning t h i s a p p l i c a t i o n , 
please advise. 

WFC/cdd 
Enclosure 

cc: Ms. Michelle Hembree 

HARTMAN EXHIBIT 

AUG 'i 5 isas: 





(November 1983) 
(formerly 9-3J1C) 

WTO". 

u.HTED STATES, 
DEPARTMENT OF THE 

BUREAU OF LAND MANAGEMENT 

(Other I m . ".' .• on 

OIL'S C O P Y 0 

rotm spprovBrJ. 
Budget Bureau No. 1004-C 
Expires August 3 l f 1935 

APPLICATION FOR PERMIT TO DRILL, DEEPEN, OR PLUG BACK 

DRILL 11 DEEPEN • PLUG BACK • 
l l . T I P * or WORK 

b. T i r t or W E L L 

0 OII . 
WELL 

OAS 
W E L L • SINOLE 

ZONE ra MULTIPLE 
ZONE • 

2 . N A M E o r o r u t T o i 

Doyle Hartman 
3. AODSESS o r OPERATOR 

P. 0. Box 10426, Midland, Texas 79702 
4. LOCATION o r W E L L (Report location clearly and to accordance w i t h any State requirements.*) 

A t miriuc* . . . . 

990' FSL & 990' FEL (P) 
A t propoied prod, tone 

H . DISTANCE I N M I L E S AND DIBECTION r s o u NEAREST TOWN OR POST OrrlCE' 

3.5 miles east of J a l , New Mexico 

3. LKAHE DEHIONATION ANO SERIAL ! 

0. I f INDIAN, ALLOTTEB Ot THI BE NA 

7. UNIT AOBEEUENT N i U I 

S. r i m oa LEASE NAME 

Carlson Federal 
0. WELL NO. 

• 4 
10. r i E L D A N D P O O L , OR W I L D C A T 

Langlie Mattix 
1 1 . SEC., T „ a.. U . , OR BLK. 

AND SURVET OR AREA 
Sec. 23, T-25-S, R-' 

12. COUNTT OR PARISH 

Lea 
t o . D I S T A N C E r a o u PROPUSCD* 

LOCATION TO NEAREST 
PROPERTY OR LCASE LINE, r T . 
( A l i o to o e a r e i t d r l g . u n i t l i n e . I f a n y ) 

13. D I S T A N C I ; P R O M r a o r o s E D L O C A T I O N * 
TO NEAIIEST WELL. DRILLINU, COMPLETED, 
OR APPLIED rOR, OH THIS LEAJE. PT. 330 

16. NO. Or ACRES IN LEASE 

40 

13. STATE 

New Mf 

10. rHOPOSKD DEPTH 

3800 

I T . NO, OP ACRES ASSICNED 
TO THIS WELL , -

40 
20. ROTART OR CABLE TOOLS 

Rotary 
2 1 . E L E V A T I O N S (Show whether D F , R T , GR. etc.) 

3081.9 GL 
22 . A I T R O I . DATE WORE W I L L STA 

August 1985 

PROPOSED CASING AND CEMENTING PROGRAM 

SIZE or rtoLE HIZL or CASINO WEIGHT PER POOT SETTINO DEPTH QUANTITY OP CCUENT 

14 9 5/8 36.0 400 350 Circula te 
8 3/4 7 23.0 3800 600 Circula te 

Beofre d r i l l i n g out from under the surface pipe, the w e l l w i l l be equippec v-
3000-psi 10 inch series 900 double-ram hydraulic E0P. 

For other necessary BOP data required with t h i s ADP, see attached D r i l l i n g ?r. 

Note: Any gas produced from t h i s w e l l i s dedicated to El'-^asoKNat^al Gas Company. 

/-c^" /"7 /"* j r v rC '**/ -

/ 
and 

tone. If propn.-al la to drill or deepen dlrectlonnlly, slve pertinent data on aubsurface locating und/measured^and true^ertlcal depthi. Gtre blo> 
prcrcnter prouram. If any. ^y^'-' 'ij' M py\?J^^,s' 

I N Aonvt SPACE DESCRIOE pnorosEn raonRAM : I f proposal la to deepen or plus hack, f W t dn tlL^oJ^prraent produe^rye lone atid propoied new produc 

- t . Engineer Auc C, I9t 

( T i l l s apuce f o r Fede ra l or S t a t e of f ice use) 

PERU IT NO. . 

APPHOVlj 

SI APPROVAL DATE 

W.t\ IM(t--<^ 

easosAa RWGURCI tssj- if "15 

Subject to ' ^ ^ ^ ^ 
Like Approval^zi^rc^^^ 

* S e e I n i f r u c t i c 

. T i t l e t l ^ s S l a t e o n J o l . m o k e s It a c<rTm e f o r a n y p e r s o n Xnc H A R T M A N E X H I B I T 9 

» - U n i t o i ! S l a l r s ; i nv f . i l s o , f i r t i t i o n s o r f r:i i i H u l u n ( s i " t e m i ' n l s or r e n 

APPROVAL SUBJECT TO* 
GENERAL REQUIREMENT. 
SPECIAL SftfULAjUQ/ti 

l c p a r ^ W » i i a t E J [ i ' 5 r i » r - r J f t h e 
i t s j u r i s J i c t i o n . . . . . 
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P.O. BOX I043C 

MIDLAND. TEXAS 7 9 7 0 2 

( 9 1 5 ) S 8 4 - 4 0 1 I 

September 20, 1985 

Mr. James P. Foraker 
1140 NW 63rd Street 
Oklahoma City, Oklahoma 73116 

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. Foraker: 

Enclosed please find two copies of Partial Assignment and B i l l of Sale 
as well as four copies of the federal form to be f i l e d with the Bureau 
of Land Management. 

Vfe have l e f t a space after Mr, Olsen's name in each case so that you can 
add "a single man" or his wife's name, whichever i s appropriate. 

After you have had a chance to look these over, we w i l l discuss the 
method of exchanging our cashier's check in the amount of $50,000.00 for 
tlie 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 w i l l credit Mr. Olsen's account so that as of September 30, i t 
w i l l show zero balance. 

Please l e t us knew i f we may be of further assistance•and thank you for 
your cooperation in this matter. 

Very truly yours, 

DOYLE HARTMAN 

Ruth Sutton 
Landman 

RS/mh 

Enclosures as above 

HARTMAN EXHIBIT 11 
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PARTIAL ASSIGNMENT 
AND 

BILL OF SALE 

KNOW ALL MEN BY THESE PRESENTS: 

Tliat R. HOWARD OLSEN * 
Post Office Box 32279, Phoenix, Arizona 85016, hereinafter referred to 
as "Assignor", f o r and i n consideration of the sum of Ten Dollars 
($10.00) and other good and valuable consideration, the receipt and 
sufficiency of which i s hereby acknowledged, does hereby grant, bargain, 
s e l l , transfer, assign and convey, unto DOYLE HARTMAN, Post Office Box 
10426, Midland, Texas 79702, hereinafter referred to as "Assignee", a l l 
of Assignor's r i g h t , t i t l e and int e r e s t i n and t o the O i l and Gas Lease 
described i n Exhibit "A" attached hereto and made a part hereof INSOFAR 
ONLY as said Lease covers the lands and depths s p e c i f i c a l l y described i n 
said Exhibit "A", and subject t o the provisions of said Lease and to any 
and a l l e x i s t i n g r o y a l t i e s , excess r o y a l t i e s , overriding royalty 
interests or other payments out o f production with which said Lease may 
be burdened. 

Assignor, f o r the same consideration recited above, does hereby 
s e l l , transfer, assign and convey, AS IS AND WITHOUT WARRANTY OF MERCHAN­
TABILITY, CONDITION OR FITNESS EITHER EXPRESS OR IMPLIED, unto Assignee, 
a l l of Assignor's r i g h t , t i t l e and interest i n and to a l l of the wells 
located on said lands, together w i t h a l l casing, leasehold equipment, 
and personal property i n or on or used i n connection with said wells. 

This assignment s h a l l be eff e c t i v e f o r a l l purposes as of 7:00 a.m. 
on October 1, 1985, and the terms and provisions hereof sha l l inure to 
the benefit of and be binding upon the heirs, successors and assigns of 
both Assignor and Assignees. 

IN WITNESS WHEREOF, t h i s assignment i s executed cn the day 
of , 1985, but t o be ef f e c t i v e as of October 1, 1985, as 
stated above. 

WITNESS: 

R. Howard Olsen 

TFIE STATE OF § 
§ 

COUNTY OF § 

The foregoing instrument was acknowledged before me, t h i s 
day of , 1985, by R. Howard Olsen, 

Notary Public 
My Corrmission E>cpires: 

- 1 -
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f s ^ ^ - ' o ^ , n r o UNITED STATES 
' DEPARTMENT OF THE INTERIOR 

BUREAU OF LAND MANAGEMENT 

TRANSFER, ASSIGNMENT, OR SUBLEASE 
OF OPERATING RIGHTS IN OIL AND GAS LEASE 

FORM APPROVED 
OMD NO. 1004-0034 

Esnlrou AURUII 31, 1985 

f s ^ ^ - ' o ^ , n r o UNITED STATES 
' DEPARTMENT OF THE INTERIOR 

BUREAU OF LAND MANAGEMENT 

TRANSFER, ASSIGNMENT, OR SUBLEASE 
OF OPERATING RIGHTS IN OIL AND GAS LEASE 

Lease Setlal Ho. 

NM-0766 

f s ^ ^ - ' o ^ , n r o UNITED STATES 
' DEPARTMENT OF THE INTERIOR 

BUREAU OF LAND MANAGEMENT 

TRANSFER, ASSIGNMENT, OR SUBLEASE 
OF OPERATING RIGHTS IN OIL AND GAS LEASE L e i t e e f f e c t i v e d a l e 

November 1 , 1961 
P A R T 1 

1. A s s i g n e e ' s N a m e ^ 

Doyle Hartman 

A d d r e s s i i n c l u t l e zf/» c o t l e i ' 

Post O f f i c e Box 10426, M i d l a n d , Texas 79702 

a n d / o r a i t h l e a s e s l o t h o a s s l c n e e s h o w n a b o v e , Ihe o p e r a t i n g r i g h t s I n s u c h l e a s e as s p e c i f i e d b e l o w . 

2 . D e s c r i b e t h e l a n d s a f f e c t e d by t h i s t r a n s f e r , a s s i g n m e n t , a n d / o r s u b l e a s e ( 4 3 C F R 3 1 0 1 . 2 - 3 o r 3 1 0 1 . 1 - 4 ) 

Section 2 6 ^ T a 2 5 S S l d

R ^ 7
3 p ^ " V * ' ^ S E / A S e C t l ° n 2 3 a " d t h e S E / < section 26, T-25-S, R-37-E from the surface to 4,000 feet as to o i l rights 

Lea County, New Mexico 

3. Specify Interest of percent of operating rights being conveyed lo assignee 
100% 

4. Specify Interest or percent of operating rights being retained by assignor None 

5. Specify overriding royal ly Interest being reserved by assignor None 
6. Specify overr iding royal ty previously reserved or conveyed, i f any 12.305% 
7. I f any p a y m e n t s ou t o f p r o d u c t i o n h a v e p r e v i o u s l y b e e n c r e a t e d o u t o f t h i s i n t e r e s t , o r i f a n y s u c h p a y m e n t s are b e i n g r e s e r v e d u n d e r t h i s 

t r a n s f e r , a s s i g n m e n t , o r s u h l e o s c , - a t t a c h s t a t e m e n t g i v i n g f u l l d e t a i l s as t o a m o u n t , m e t h o d o f p a y m e n t , a n d o t h e r p e r t i n e n t t e r m s as 

p r o v i d e d u n d e r U C I R 3 1 0 6 . 

It i s a i ; f c e < l ' t h a t t h e o b l i g a t i o n l o p a y any o v e r r i d i n g r o y a l t i e s or p a y m e n t s o u t o f p r o d u c t i o n o f o i l c r e s t e d I i c - f c l n , w h i c h , w h e n a d d e d (o 

o v e r r i d i n g r o y a l t i e s or p a y m e n t s o u t o f p r o d u c t i o n p r e v i o u s l y c r e a t e d a n d to l h e r o y a l t y p a y a b l e t o the U n i t e d S t a t e s , a g g r e g a t e i n e x c e s s o f 

17 1 /2 p e r c e n t , s h a l l be s u s p e n d e d w h e n t h e a v e r a g e p r o d u c t i o n o f o i l p e r w e l l p e r d a y a v e r a g e d on t h e m o n t h l y b a s i s i s 15 b a r r e l s o r l e s s . 

1 C E R T I F Y T i m t the statements made herein are true, complete, and correct lo the best of my knowledge snd belief and are made In good fa i th . 

I i x e c u l c d t h i s d o y o f 

. . A s s i g n o r ' s S i g n a t u r e ) 

R. Howard Olsen 

P. 0. Box 32279 
( A s s i g n o r ' s A d d r e s s ) 

P l . n f n i x , A r i z o n a S i m ft 
( C l i y ) ( S l a l e ) (Zip Code) 

r i l l t ! 16 U . S . C . S e c t i o n 1 0 0 1 , m o k e s i l 0 c r i m e f o r ony p e r s o n k n o w i n g l y n n d w i l l f u l l y l o m a k e l o m y d e p a r t m e n t or a c t - n c r o f Ihe U n i t e d 
i l a l c s nny f a l s e , l i c t l l l n u s , f r a u d u l e n t s t a t e m e n t s or r e p r e s e n t a t i o n s a s t o any m a t t e r w l l h i n l i s J u r i s d i c t i o n . 

T l i e U N I T E D S T A T E S O F A M E R I C A 

i r . r . l o .n incn l o j i p r o v e d L-f f e c i I v e - ny-
( A u l h o ' l z e d O f f i c e r ) 

( T i t l e ) ( D a l e ) 



PART II 

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

A. A S S I G N E E C E R T I F I E S T H A T lhe nss i cnee nnd n i l o lher p n r l l e s In I n t e r e s t ( as d e f i n e d In 43 C F R 3 1 0 0 . 0 - S ( h ) ) in t h i s ns -

s i n t m e n t are : 

1. C l l j z c n s of t l ie U n i t e d Sta tes or q u a l i f i e d a l i en s t o c k h o l d e r s In a d o m e s t i c c o r p o r a t i o n ; a s s o c i a t i o n of the Un i t ed S la tes ; 

or nny S ln te or T e r r i t o r y t he reo f ; or m u n i c i p a l i t i e s . 

2. O f I l ie age of m n ) o i l t y In the Sta le where the l ands l o be a s s i g n e d ore l o c a t e d . 

3. In c o m p l i a n c e wi t It l he acreage l i m i t a t i o n set for th in 43 C F R 3 1 0 1 . 1 - 5 and 3 1 0 1 . 2 - 4 . 

n . A S S I G N E E A G R E E S T h a t , upon approva l of t h i s t r ans fe r of o p e r a t i n g r i g h t s a n d / o r o p e r a t i n g agreement ( s u b l e a s e ) by the 

a u t h o r i z e d o f f i c e r of the Dureau of L a n d Management , he w i l l be bound by the terms and c o n d i t i o n s of the lease desc r ibed 

h t i i e l n BS to the I n t e r e s t s c o v e r e d by t h i s n s s l i j n m e n l , I n c l u d i n g but not l i m i t e d t o , the o b l i g a t i o n to conduct a l l ope ra t i ons 

on lhe l e a s e h o l d in acco rdance w i t h the terms and c o n d i t i o n s of the l e a s e , t o c o n d i t i o n a l l w e l l s for proper abandonment , to 

r e e l o r a the l oosed Inn i l s upon c o m p l e t i o n of nny d r i l l i n g o p e r a t i o n s as p r e s c r i b e d In the l e a s e , and to fu rn i sh and m a i n t a i n 

s u c h bond as may be requ i red by the l esso r pursuan t t o the r e g u l a t i o n s (43 C F R 3 1 0 4 . 2 ) . 

C. I T IS H E R E B Y C E R T I F I E D T h a i the s ta tements made h e r e i n are t r u e , c o m p l e t e , and co r rec t to t he bes t of unde rs i gned ' s 

k n o w l e d g e and b e l i e f and are made in good f a i t h . 

E x e c u t e d t h i s day of , 19 

P . 0 . U n y i n 4 ? f i 

( A s s i g n e e ' s S i g n a t u r e ) 

Doyle Hartman 
( A s s i g n e e ' s A d d r e s s ) 

M i d l a n d , Texas 79702 

(C i ty ) (State) (Z ip Code)-

it I e I B U . S . C , S e c t i o n 1 0 0 1 , ma t t es i t a c r i m e t o r any p e r s o n k n o w i n g l y and w i l l f u l l y l o m a k e t o any d e p a r t m e n t o r a g e n c y o f t r ie U n i t e d 
ate-s any f a l s e , f i c t i t i o u s , or f i m i t l o l e n t s t a t e m e n t s or r e p r e s e n t a t i o n s n s l o any m a t t e r w i t h i n I t s j u r i s d i c t i o n . 

INSTRUCTIONS 

U S E O F F O R M - U s e o n l y f o r a s s i g n m e n t of o p e r a t i n g r i g h t s 

( i n c l u d i n g u o r k i n g i n t e r e s t s ) In o i l and g a s l e a s e s . I I I r a n s f e r 

o f o p e r a t i n g r i g h t s is a c c o m p a n i e d b y an o p e r n l l n e a g r e e m e n t , 

a s i n g l e c o p y o f s u c h a g r e e m e n t m u s t be s u b m i t t e d w i t h t h e 

a s s i g n m e n t . I f mo re t h a n o n e I r a n s f e r o f o p e r a t i n g r l g h l a I s 

m a d e ou t o f a l e a s e , a s e p a r a t e I n s t r u m e n t o f t r a n s f e r I s 

r e q u i r e d f o r e a c h a s s i g n m e n t . A s e p a r a t e I n s t r u m e n t o f a s s i g n ­

m e n t s h a l l be u s e d f o r e a c h lease- o u t o f w h i c h an a s s i g n m e n t 

i s m a d e . . 

F I L I N G A N D N U M B E R O F C O P I E S - F i l e t h ree ( 3 ) c o m p l e t e d 

and m a n u a l l y s i g n e d c o p i e s In the a p p r o p r i a t e B L M o f f i c e . A 

$ 2 5 . 0 0 n o n r e f u n d a b l e f i l i n g fee m u f f a c c o m p a n y t h i s a s s i g n m e n t . 

F i l e a s s i g n m e n t w i l h i n n i n e t y ( 9 0 ) d a y s o / l e r d a l e o f f i n a l 

e x e c u t i o n . 

E F F E C T I V E O A T E O F A S S I G N M E N T - T h e a s s i g n m e n t . I f 

a p p r o v e d , t a k e s e f f e c t on I h e f i r s t d a y o f t h t m o n t h f o l l o w i n g 

t h e d a t e o f f i l i n g o f a l l r e q u i r e d p a p e r s . I f an o p e r a t o r ' s b o n d 

i s r e q u i r e d , i t m u s f be f u r n i s h e d p r i o r t o a p p r o v a l o f the. 

a s s i g n m e n t . 

N O T I C E 

T h e P r l v o c y A c t o f 1974 a n d Ihe r e g u l a t i o n In 43 C F R 2 . 4 8 ( d ) 
p r o v i d e t h a t you be f u r n i s h e d t h e f o l l o w i n g i n f o r m a t i o n i n 
connection w i lh information required by th is assignment and 
request for approval. 

AUTHORITY! 30 U.S.C. a l . «eq. 

P R I N C I P A L P U R P O S E — T l i e I n f o r m a t i o n Is l o be u s e d t o 
p r o c e s s l he a s s i g n m e n t a n d r e q u e s t f o r a p p r o v a l . 

R O U T I N E U S E S : 
( 1 ) T h e a d j u d i c a t i o n o f t h e a s s i g n e e ' s r i g h t s l o t h e l a n d o r 

r e s o u r c e s . 
( 2 ) D o c u m e n t a t i o n f o r p u b l i c i n f o r m a t i o n I n s u p p o r t o f n o t a ­

t i o n s m a d e on l a n d s t a t u s r e c o r d s f o r t h e m a n a g e m e n t , 
d i s p o s a l , and u s e o f p u b l i c l a n d s a n d r e s o u r c e s . 

( 3 ) T r a n s f e r l o a p p r o p r i a t e F e d e r a l a g e n c i e s w h e n c o n c u r ­
r e n c e la r e q u i r e d p r i o r t o g r a n t i n g a r i g h t In p u b l i c 
l a n d s o i r e s o t i r c e s . 

( 4 ) ( 5 ) I n f o r m a t i o n f r o m t h e r e c o r d n n d / o r t h e r e c o r d W i l l be 
t r a n s f e r r e d to a p p r o p r i a t e F e d e r a l , S l o t e , l o c a l or 
fore- i | ;n o i j c n c i e s , w h e n r e l e v a n t l o c i v i l , c r i m i n a l or 
r e g u l a t o r y i n v e s t i g a t i o n s o r p r o u u c u t l o n E . 

E F F E C T O F N O T P R O V I D I N G I N F O R M A T I O N — I f a l l t h e I n ­
f o r m a t i o n Is no l p r o v i d e d , I h e a s s i g n m e n t m a y bo r e j u c t e d . 

,e P a p e r w o r k R e d u c t i o n A c t o f 1080 (44 U . S . C 3501 e-t se-q.) r e q u i r e s u s l o I n f o r m y o u t h a i : 

. i s i n f o r m a t i o n I s W i n , ; c o l l e c t e d p u r s u a n t 10 the l a w ( 4 3 C F R 3 1 0 6 - 3 ( c ) ) . 

I n f o r m a t i o n w i l l be u s e d l o c r i - n l c a r e c o r d o f l e a s e o s s i e n m e n t . 
s p o u s e t o I h i s re-quest i s r e q u i r e d l o o b t a i n a be -nc f i t . 





STATE OF NEW MEXICO f ^ , 
Il-.^RGY AND MINERALS DEPARTML-..-j 

OIL CONSERVATION DIVISION 

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

CASE NO. 8663 
Order No. R-8031 

APPLICATION OF DOYLE HARTMAN FOR 
COMPULSORY POOLING, LEA COUNTY, 
NEW MEXICO. 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on f o r hearing a t 8 a.in. on J u l y 31, 
1985, a t Santa Fe, New Mexico, before Examiner G i l b e r t P. 
Quintana. 

NOW, on t h i s 27th day o f September, 1985, the D i v i s i o n 
D i r e c t o r , having considered t h e testimony, the r e c o r d , and the 
recommendations o f t h e Examiner, and being f u l l y advised i n 
the premises, 

FINDS THAT: 

(1) Due p u b l i c n o t i c e having been given as r e q u i r e d by 
law, the D i v i s i o n has j u r i s d i c t i o n of t h i s cause and the 
s u b j e c t matter t h e r e o f . 

(2) The a p p l i c a n t , Doyle Hartman, seeks an order p o o l i n g 
a l l m i n e r a l i n t e r e s t s from the surface t o the base o f the 
L a n g l i e - M a t t i x Pool u n d e r l y i n g the SE/4 SE/4 o f Section 23, 
Township 25 South, Range 37 East, NMPM, Lea County, New Mexico. 

(3) The a p p l i c a n t has the r i g h t t o d r i l l and proposes 
t o d r i l l a w e l l a t a standard l o c a t i o n thereon. 

(4) There are i n t e r e s t owners i n the proposed p r o r a t i o n 
u n i t who have not agreed t o pool t h e i r i n t e r e s t s . 

(5) To a v o i d t h e d r i l l i n g of unnecessary w e l l s , t o 
p r o t e c t c o r r e l a t i v e r i g h t s , t o prevent waste, and t o a f f o r d 
t o t h e owner o f each i n t e r e s t i n s a i d u n i t t h e o p p o r t u n i t y t o 
recover or r e c e i v e w i t h o u t unnecessary expense h i s j u s t and 
f a i r share o f t h e o i l i n any pool completion r e s u l t i n g from 
t h i s o r d e r , the s u b j e c t a p p l i c a t i o n should be approved by 

HARTMAN EXHIBIT 12 
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p o o l i n g a l l m i n e r a l i n t e r e s t s , whatever they may be, w i t h i n 
s a i d u n i t . / 

(6) The a p p l i c a n t should be designated the operator of 
the s u b j e c t w e l l and u n i t . 

(7) Any non-consenting working i n t e r e s t owner should be 
a f f o r d e d the o p p o r t u n i t y t o pay h i s share of estimated w e l l 
c o sts t o the o p e r a t o r i n ' l i e u o f paying h i s share o f reasonable 
w e l l c osts o u t o f p r o d u c t i o n . 

(3) Any non-consenting working i n t e r e s t owner who does 
not pay h i s share o f estimated w e l l costs should have w i t h h e l d 
from p r o d u c t i o n h i s share o f the reasonable w e l l costs plus an 
a d d i t i o n a l 200 percent t h e r e o f as a reasonable charge f o r the 
r i s k i n v o l v e d i n the d r i l l i n g o f the w e l l . 

(9) Any non-consenting i n t e r e s t owner should be a f f o r d e d 
the o p p o r t u n i t y t o o b j e c t t o the a c t u a l w e l l costs but a c t u a l 
w e l l c osts should be adopted as the reasonable w e l l costs i n 
rne absence o f such o b j e c t i o n . 

(10) F o l l o w i n g d e t e r m i n a t i o n of reasonable w e l l c o s t s , 
any non-consenting working i n t e r e s t owner who has paid h i s 
share o f es t i m a t e d costs should pay t o the operator any amount 
t h a t reasonable w e l l costs exceed estimated w e l l costs and 
should r e c e i v e from the o p e r a t o r any amount t h a t p a i d estimated 
w e l l c osts exceed reasonable w e l l costs. 

(11) $5,500.00 per month w h i l e d r i l l i n g and $550.00 per 
month w h i l e p r o d u c i n g should be f i x e d as reasonable charges 
f o r s u p e r v i s i o n (combined f i x e d r a t e s ) ; the operator should 
be a u t h o r i z e d t o w i t h h o l d from p r o d u c t i o n the p r o p o r t i o n a t e 
share o f such s u p e r v i s i o n charges a t t r i b u t a b l e t o each non-
consenting w o r k i n g i n t e r e s t , and i n a d d i t i o n t h e r e t o , the 
o p e r a t o r should be a u t h o r i z e d t o w i t h h o l d from p r o d u c t i o n the 
p r o p o r t i o n a t e share o f a c t u a l expenditures r e q u i r e d f o r 
o p e r a t i n g the s u b j e c t w e l l , n ot i n excess of what are 
reasonable, a t t r i b u t a b l e t o each non-consenting working 
i n t e r e s t . 

(12) A l l proceeds from p r o d u c t i o n from the su b j e c t w e l l 
which are not d i s b u r s e d f o r any reason should be placed i n 
escrow t o be p a i d t o the t r u e owner t h e r e o f upon demand and 
pr o o f o f ownership. 
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(13) Upon the f a i l u r e of the operator o f s a i d pooled 
u n i t t o commence d r i l l i n g of the w e l l t o which s a i d u n i t i s 
ded i c a t e d on or -before January 1, 1986, the order p o o l i n g 
s a i d u n i t should become n u l l and v o i d and o f no e f f e c t what­
soever . 

(14) Should a l l the p a r t i e s t o t h i s f o r c e p o o l i n g reach 
v o l u n t a r y agreement subsequent t o e n t r y o f t h i s order, t h i s 
o r d er should t h e r e a f t e r be of no f u r t h e r e f f e c t . 

(15) The o p e r a t o r o f the w e l l and u n i t should n o t i f y the 
D i r e c t o r o f the D i v i s i o n i n w r i t i n g of the subsequent v o l u n ­
t a r y agreement o f a l l p a r t i e s subject t o the f o r c e p o o l i n g 
p r o v i s i o n s o f t h i s o r d e r . 

IT IS THEREFORE ORDERED THAT: 

(1) A l l m i n e r a l i n t e r e s t s , whatever they may be, from 
the s u r f a c e t o t h e base o f the L a n g l i e - M a t t i x Pool u n d e r l y i n g 
-he SE/4 SE/4 o f Se c t i o n 23, Township 25 South, Range 3 7 
East, NMPM, Lea County, New Mexico, are hereby pooled t o form 
a standard 40-acre o i l spacing and p r o r a t i o n u n i t to be d e d i -
--.ted t o a w e l l t o be d r i l l e d a t a standard l o c a t i o n thereon. 

PROVIDED HOWEVER THAT, the operator of s a i d u n i t s h a l l 
commence the d r i l l i n g o f s a i d w e l l on or before the 1st day 
of January, 198 6, and s h a l l t h e r e a f t e r continue the d r i l l i n g 
o f s a i d w e l l w i t h due d i l i g e n c e t o a depth s u f f i c i e n t t o t e s t 
the Queen f o r m a t i o n ; 

PROVIDED FURTHER THAT, i n the event s a i d operator does 
not commence t h e d r i l l i n g o f sa i d w e l l on or before the 1st 
day of January, 1986, Order (1) of t h i s order s h a l l be n u l l 
and v o i d and o f no e f f e c t whatsoever, unless s a i d operator 
o b t a i n s a time e x t e n s i o n from the D i v i s i o n f o r good cause 
shown. 

PROVIDED FURTHER THAT, should s a i d w e l l not be d r i l l e d 
t o c o m p l e t i o n , o r abandonment, w i t h i n 120 days a f t e r commence 
ment t h e r e o f , s a i d o p e r a t o r s h a l l appear before the D i v i s i o n 
D i r e c t o r and show cause why Order (1) o f t h i s order should no 
be r e s c i n d e d . 

(2) Doyle Hartman i s hereby designated the operator o f 
the s u b j e c t w e l l and u n i t . 

(3) A f t e r the e f f e c t i v e date of t h i s order and within 
90 days p r i o r to commencing said w e l l , the operator s h a l l 
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f u r n i s h the D i v i s i o n and each known working i n t e r e s t owner 
i n the subject unit an itemized schedule of estimated w e l l 
c o s t s . 

(4) W i t h i n 3 0 days frcm the date the schedule o f 
estimated w e l l costs i s f u r n i s h e d t o him, any non-consenting 
working i n t e r e s t owner s h a l l have the r i g h t t o pay h i s share 
o f estimated w e l l costs t o the operator i n l i e u of paying h i s 
share of reasonable w e l l costs out of p r o d u c t i o n , and any such 
owner who pays h i s share c f estimated w e l l costs as provided 
above s h a l l remain l i a b l e f o r o p e r a t i n g costs but s h a l l not be 
l i a b l e f o r r i s k charges. 

(5) The o p e r a t o r s h a l l f u r n i s h the D i v i s i o n and each 
known working i n t e r e s t owner an itemized schedule of a c t u a l 
w e l l costs w i t h i n 90 days f o l l o w i n g completion o f the w e l l ; 
i f no o b j e c t i o n t o the a c t u a l w e l l costs i s received by the 
D i v i s i o n and the D i v i s i o n has not objected w i t h i n 4 5 days 
f o l l o w i n g r e c e i p t o f s a i d schedule, the a c t u a l w e l l costs 
s h a l l be the reasonable w e l l c o s t s ; provided however, i f 
t h e r e i s an o b j e c t i o n t o a c t u a l w e l l costs w i t h i n s a i d 45-
day p e r i o d the D i v i s i o n w i l l determine reasonable w e l l costs 
a f t e r p u b l i c n o t i c e and h e a r i n g . 

(6) W i t h i n 60 days f o l l o w i n g d e t e r m i n a t i o n o f reasonable 
w e l l c o s t s , any non-consenting working i n t e r e s t owner who has 
p a i d h i s share of e s t i m a t e d costs i n advance as provided above 
s h a l l pay t o the o p e r a t o r h i s pro r a t a share of the amount t h a t 
reasonable w e l l costs exceed estimated w e l l costs and s h a l l 
r e c e i v e from the o p e r a t o r h i s pro r a t a share of the amount t h a t 
e s timated w e l l costs exceed reasonable w e l l c osts. 

(7) The o p e r a t o r i s hereby authorized t o w i t h h o l d the 
f o l l o w i n g costs and charges from p r o d u c t i o n : 

(A) The pro r a t a share of reasonable w e l l 
c osts a t t r i b u t a b l e t o each non-consenting 
working i n t e r e s t owner who has not p a i d 
h i s share o f estimated w e l l costs w i t h i n 
3 0 days from the date the schedule of 
e s t i m a t e d w e l l costs i s f u r n i s h e d t o him. 

(B) As a charge f o r the r i s k i n v o l v e d i n the 
d r i l l i n g of the w e l l , 200 percent o f the 
pro r a t a share of reasonable w e l l costs 
a t t r i b u t a b l e t o each non-consenting working 
i n t e r e s t owner who has not paid h i s share 
of e s t i m a t e d w e l l costs w i t h i n 30 days from 
the date t h e schedule of estimated w e l l 
c osts i s f u r n i s h e d t o him. 
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(8) The o p e r a t o r s h a l l d i s t r i b u t e s a i d costs and 
charges w i t h h e l d from p r o d u c t i o n t o the p a r t i e s who advanced 
the w e l l c o s t s . ,•' 

(9) $5,500.00 per month w h i l e d r i l l i n g and $500.00 per 
month w h i l e producing are hereby f i x e d as reasonable charges 
f o r s u p e r v i s i o n (combined f i x e d r a t e s ) ; the operator i s hereby 
a u t h o r i s e d t o w i t h h o l d from p r o d u c t i o n the p r o p o r t i o n a t e share 
of such s u p e r v i s i o n charges a t t r i b u t a b l e t o each non-consenting 
working i n t e r e s t , and i n a d d i t i o n t h e r e t o , the operator i s 
hereby a u t h o r i z e d t o w i t h h o l d from p r o d u c t i o n the p r o p o r t i o n a t e 
share of a c t u a l expenditures r e q u i r e d f o r o p e r a t i n g such w e l l , 
not i n excess o f what are reasonable, a t t r i b u t a b l e t o each 
non-consenting w o r k i n g i n t e r e s t . 

(10) Any unsevered m i n e r a l i n t e r e s t s h a l l be considered 
a seven-eighths (7/8) working i n t e r e s t and a one-eighth (1/3) 
r o y a l t y i n t e r e s t f o r the purpose o f a l l o c a t i n g costs and 
charges under the terms o f t h i s order. 

(11) Any w e l l costs or charges which are t o be p a i d out 
o f p r o d u c t i o n s h a l l be w i t h h e l d o n l y from the working 
i n t e r e s t ' s share o f p r o d u c t i o n , and no costs or charges s h a l l 

v i - h h e l d from p r o d u c t i o n a t t r i b u t a b l e t o r o y a l t y i n t e r e s t s . 

(12) A l l proceeds from p r o d u c t i o n from the s u b j e c t w e l l 
which are not d i s b u r s e d f o r any reason s h a l l immediately be 
placed i n escrow i n Lea County, New Mexico, t o be p a i d t o the 
t r u e owner t h e r e o f upon demand and proof of ownership; the 
o p e r a t o r s h a l l n o t i f y the D i v i s i o n o f the name and address 
o f s a i d escrow agent w i t h i n 30 days from the date of f i r s t 
d e p o s i t w i t h s a i d escrow agent. 

(13) Should a l l t h e p a r t i e s t o t h i s f o r c e d p o o l i n g reach 
v o l u n t a r y agreement subsequent t o e n t r y of t h i s order, t h i s 
order s h a l l t h e r e a f t e r be o f no f u r t h e r e f f e c t . 

(14) The o p e r a t o r o f the w e l l and u n i t s h a l l n o t i f y the 
D i r e c t o r o f the D i v i s i o n i n w r i t i n g of the subsequent v o l u n ­
t a r y agreement o f a l l p a r t i e s s u b j e c t t o the f o r c e p o o l i n g 
p r o v i s i o n s o f t h i s o r d e r . 

(15) J u r i s d i c t i o n o f t h i s cause i s r e t a i n e d f o r the 
e n t r y o f such f u r t h e r o r d e r s as the D i v i s i o n may deem 
necessary. 
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DONE at Santa Fe, New Mexico, on the day and year 
hereinabove designated. 

STATE OF NEW MEXICO 

R. L. STAMETS 
Director 

S E A L 

f d / 





D O Y L E H A R T M A N 
Oi l Operator 

soo u . MAIN 

P.O. BOX 1 0 4 2 8 

M I D L A N D . T E X A S 7 9 7 0 2 

( 3 1 5 ) 6 8 4 - 4 0 1 1 

CERTIFIED MAIL—RETURN RECEIPT REQUESTED 

October 1, 1985 

Mr. Howard Olsen 
Post Office Box 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 d r i l l i n g the 
above-captioned w e l l . 

As you are no doubt aware, we-have t r i e d very hard to comply with the 
changes i n your position as to t h i s proposed well. 

On July 30, 1985, the date of our hearing before the New Mexico Oil 
Conservation Division, Carol from your off i c e 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 l e t t e r 
setting out farmout terms. Over the next few weeks I made several calls 
to t r y to ascertain i f the terms were acceptable. 

Later Mr. James Foraker called us and advised that you preferred to s e l l 
you interest t o us. After we had made a firm deal over the phone, 
including specifics for exchanging the executed assignment for our 
Cashiers Check, I was surprised and amazed to learn that you would not 
agree to execute the assignment because i t included a l l of the acreage 
associated with the lease. This was especially strange i n view of the 
fact that I had previously furnished Mr. Foraker various materials to 
convince you of your ownership of the t r a c t i n Section 26. 

Since considerable time has- elapsed, we believe this matter should be 
handled as agreed. 
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Mr. Howard 01s 
October 1, 198b 
Page 2 

Please let us hear frcm you. 

RS/mh 

cc: Mr. James Foraker 
1140 N. W. 63rd Street 
Oklahoma City, Oklahoma 73116 

Very truly yours 

DOYLE HARTMAN 

Ruth Sutton 
landman 
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M r . Howard O l s e n 
Street and No. 
P. 0 . Box 32279 
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Special Delivery Fee 

Restricted Delivery Fee 
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TOTAL Postage and Fees 
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Postmark or Date 
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D O Y L E H A R T M A N 
Oi l Operator 

s o o N . M A I N 

P .O. BOX 1 0 4 2 6 

M I D L A N D . T E X A S 7 9 7 0 2 

<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 Mexico 

Dear Mr. Olsen: 

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

On September 18, 1985, aft e r much negotiation between Ruth Sutton of 
Doyle Hartman's o f f i c e and James Foraker, your attorney and agent i n 
Oklahoma City, a fir m ccntrdtrnent was reached (at your i n i t i a t i o n ) for 
Doyle Hartman to purchase your interest i n the above-described Carlson 
Federal Lease. Part of the terms were to be the exchange of your f u l l y 
executed assignment of 100% of your interest i n the Carlson Federal 
Lease for Hartman's Cashier's Check i n the amount of $50,000.00. This 
method of exchange was also agreed to at your request. Vfe immediately 
followed up on t h i s verbal camuVtarent by furnishing the Assignment 
requested by Mr. Foraker f o r your execution and since-that date, we have 
proceeded with the d r i l l i n g of a well on the Carlson Lease at our sole 
r i s k and expense based on your agreement to convey to us your interest 
as outlined above. 

Since we have proceeded i n good f a i t h with our operations on the Carlson 
lease based on our understanding that a firm agreement had been reached 
with you as outlined above, we ask that you intrediately acknowledge that 
we indeed have a previously- negotiated and agreed upon deal for Doyle 
Hartman to purchase 100% of your interest i n 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 i n the 
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Mr. Howard Olf< 
October 4, 198:/ ' ' . 
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 w i l l turn this matter over 
to our attorney, Mr. Robert H. Strand for further action. 

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 
Oklahoma City, Oklahoma 73116 

Very truly yours, 
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J A M E S P. F O R A K E R 
CIENBROOK CENTRE-WEST 

IMO N.W. 63RD STREET 
OKLAHOMA CITY, OKLAHOMA 73116 

OIL ANO GAS 
EXPLORATION AND INVESTMENTS 

OFFICE 405/8-42-06tl3 
RESIDENCE 403/731-2384 

October 4, 1985 

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

Dear Howard: 

Enclosed herewith is the original of an Assignment prepared by Doyle 
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 25-T25S- R37E, 
Lea County, New Mexico. I assumed you would be here on September 26, so I 
retained the original September 20 letter, assignment andB.L.M. forms from 
Miss Sutton. 

I 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. 
If 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, 

James P. Foraker 

JPF/dea 
Enclosures 
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CAMPBELL 8 BLACK, P.A. 
L A W Y E R S 

J A C K M . C A M P B E L L . J E f r C » S O N P L A C E 

B R U C E • . B L A C K S U I T E I - I I O N O R T H G U A O A L U » E 

M I C H A C L B . C A M P B E L L 

W I L L I A M *~. C A R R 
POST O f l C C BOX ZSOS 

BRADFORO C. BERGE SANTA FE. NEW MEXICO 87S0I 
J . S C O T T H A L L 

T E L E P H O N E : ( S 0 5 ) S B B - A A Z I 

L O U R D E S A . M A R T I N E Z 
T E L E C O P I E R : I S O S I 9 B 3 - O O A 3 

October 29, 1985 

HAND DELIVERED 

R. L. Stamets, Director 
O i l Conservation Di v i s i o n 
New Mexico Department of 
Energy and Minerals 

State Land Office Building 
Santa Fe, New Mexico 87501 

Re: Application of Doyle Hartman f o r Compulsory 
Pooling, Lea County, New Mexico. 

Dear Mr. Stamets: 

Enclosed i n t r i p l i c a t e i s the Application of Doyle Hartman 
i n the above-referenced case. Mr. Hartman r e s p e c t f u l l y requests 
that t h i s matter be placed on the docket for the Examiner 
hearings scheduled on November 21, 1985. 

WFC/cv 
enclosures 

c c : (w /enc lo su re ) 
Mr. Doyle Hartman 

HARTMAN EXHIBIT 16 
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RECEIVED 
BEFORE THE 

OCT 2 9 1985 
OIL CONSERVATION DIVISION 

NEW MEXICO DEPARTMENT OF ENERGY AND M I t l E ^ ^ £ R V A T ! 0 N DIYISIOM 

a 

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

APPLICATION 

Comes now, DOYLE HARTMAN, by and t h r o u g h h i s undersigned 

a t t o r n e y s and, as p r o v i d e d by Sec t i on 7 0 - 2 - 1 7 , N . M . S . A . ( 1 9 7 8 ) , 

he reby makes a p p l i c a t i o n f o r an o rder p o o l i n g a l l o f the m i n e r a l 

i n t e r e s t s f r o m t h e s u r f a c e t o t h e base o f the L a n g l i e M a t t i x 

f o r m a t i o n , i n and under the SE/4 o f NE/4 of Sect ion 26, Township 

25 South, Range 37 Eas t , N . M . P . M . , Lea County, New Mexico, and i n 

suppor t t h e r e o f would show the D i v i s i o n : 

1 . A p p l i c a n t owns or represen ts a p p r o x i m a t e l y 75% o f t he 

work ing i n t e r e s t i n and under the SE/4 o f NE/4 o f Sect ion 25, and 

a p p l i c a n t has the r i g h t t o d r i l l t he reon . 

2. A p p l i c a n t p r o p o s e s t o d e d i c a t e the a b o v e - r e f e r e n c e d 

pooled u n i t t o a w e l l t o be d r i l l e d a t a s t a n d a r d l o c a t i o n i n 

s a i d S e c t i o n 26. 

3. A p p l i c a n t has s o u g h t and o b t a i n e d e i t h e r v o l u n t a r y 

agreement f o r p o o l i n g o r f a rmout f rom a l l o t h e r i n t e r e s t owners 

i n the SE/4 o f NE/4 o f s a i d S e c t i o n 26, excep t f o r R. Howard 

Olson, Post O f f i c e Box 32279, Phoenix, Ar izona 85018, owner o f a 

25% w o r k i n g i n t e r e s t . 

4. S a i d p o o l i n g o f i n t e r e s t s and w e l l c o m p l e t i o n w i l l 

avo id the d r i l l i n g o f unnecessary w e l l s , w i l l p r e v e n t waste and 
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w i l l p r o t e c t c o r r e l a t i v e r i g h t s . 

5. I n order t o pe r m i t the a p p l i c a n t t o ob t a i n his j u s t and 

f a i r share of the o i l and gas u n d e r l y i n g the s u b j e c t l a n d s , the 

m i n e r a l i n t e r e s t s s h o u l d be p o o l e d , and a p p l i c a n t s h o u l d be 

designated the o p e r a t o r of the w e l l to be d r i l l e d . 

WHEREFORE, a p p l i c a n t prays t h a t t h i s a p p l i c a t i o n be set f o r 

hearing before a duly appointed Examiner of the O i l C o n s e r v a t i o n 

D i v i s i o n on November 21, 1985, and t h a t a f t e r n o t i c e and hearing 

as r e q u i r e d by law, t h e D i v i s i o n e n t e r i t s o r d e r p o o l i n g the 

lands, i n c l u d i n g p r o v i s i o n s f o r a p p l i c a n t t o recover-his costs of 

d r i l l i n g , e q u i p p i n g and c o m p l e t i n g t he w e l l , h i s c o s t s o f 

s u p e r v i s i o n w h i l e d r i l l i n g and a f t e r c o m p l e t i o n , i n c l u d i n g 

overhead charges, and imposing a r i s k f a c t o r f o r the r i s k assumed 

by the a p p l i c a n t i n d r i l l i n g ' , completing and equipping the w e l l , 

approving the l o c a t i o n of the w e l l as proposed by a p p l i c a n t , and 

making such other and f u r t h e r p r o v i s i o n s as may be proper i n the 

premises. 

R e s p e c t f u l l y submitted, 

Williarr) F C a r r 
Post O f f i c e Box 2208 
Santa Fe, New Mexico S7501 
(505) 9SS-4421 

ATTORNEYS FOR DOi'LE HART, MAN 
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EXHIBIT "D" 
CAMPBELL 6 BLACK, p.A. 

L A W Y E R S 

JACK M. CAMPBELL 
BKUCC O. BLACK 

M I C M A C L B . C A M P B E L L 

W I L L I A M r. C A R * 

B R A O f O R O C . B C R S C 

J . S C O T T H A L L « 

F C T C B N . I V E S 

J O H N H . B C M I S 

G U A D A L U P E R U A C t 

S U I T E I - I I O N O R T H O U A O A L U R C 

P O S T O R T l C E B O X 2 2 0 8 

SANTA FE. NEW MEXICO 87501 

T E L E P H O N E : I S 0 3 I B 8 8 - A 4 t l 

T C L C C O P I C R : I S O S I O B 3 - O O A 3 

November 11, 1985 

CERTIFIED MAIL 
RETURN RECEIPT REQUESTED 

R. Howard Olson 
Post O f f i c e Box 32279 
Phoenix, Arizona 85018 

BEFORE EXAMINER STOGNER 

Oil Conservation Division 

ttflg^qA Exhibit No. 

Case No. 6 7 ^ 

Re: Case 8769: A p p l i c a t i o n of Doyle Hartman f o r 
Compulsory Pooling, Lea County, New Mexico. 

Dear Mr. Olson: 

Enclosed i s a copy o f the docket f o r the O i l Conservation 
D i v i s i o n Examiner hearings scheduled f o r Thursday , November 2 1 , 

-19-.8.5, . You have an i n t e r e s t which may be a f f e c t e d by the above-
referenced case. 

Very t r u l y yours , 

. Carr W i l l i a m F 

WFC/cv • 
enclosure 

PS Form 3800, Feb. 1932 
* U.S.G.P.O. 19S4-*4«-014 

•o -o » 





(May IMU) 

. .'UNITED STATE5 
DEPARTMENT-OF THECINjTERjOR 

GEOLOGICAL SURVEY 

SUDMIT TH TRXPL. 

(Other Instructions on 
reverse side) 

APPLICATION FOR PERMIT TQ DRILL, DEEPEN, QR PLUG BACK 
l i . T I P S o r WORK 

. DRILL Ll 
b. T T P E o r WELL 

WELL El • 

DEEPEN • PLUG BACK • 

StNCLZ 
ZONE 

MULTIPLE f — i 
ZONE I I 

2. H i n t or OPERATOR / 

Doyle Hartman * 
3. ADDRESS or OPERATOR 

P. 0. Box 10426, Midland, Texas 79702 
4. LOCATION or W E L L (Report location clearly aad la accordance w i t h any State requirement*.*) 

At surface 

1750' FNL & 990" FEL (H) 
A t proposed prod. xon« 

H . DISTANCE IH MILES ANO DIRECTION r J O M HEABE3T TOWN Oft POST O r r i C X * . 

3.5 miles east and "0.375 miles south of J a l , New-Mexico 

Form approved. 
Budget llurcau No. 42-RU23. 

5. LKA3E DESIGNATION AND a i l l a NO. 

NM-0766 
8. IT INDIAN, ALLOTTEE Oa TRIBE » u i ' 

7. ONIT ACREEMENT HlitZ 

S. n a n oa LEASE m u t 

Carlson Federal 
0. WELL NO. 

5 
10. FIELD AND POOL, oa WILOClT 

Lang l i e Mat t ix 
1 1 . S E C . T. , « . . U „ OK BLK. 

A N D auavET oa A I E A 

Sec. 26, T-25-S, R-37-E 
12. C O U N T ! oa P ia ian 

Lea 
13 . STATE 

New Mexico 
l a , DISTANCE n o u PROPOSED* 

LOCATION TO NEAREST 
PROFESTT OS LEASE LINE, r r . 
( A l i o lo pes, rest drlg;. uni t lloe. If any) 

330 
IH. DISTANCE r a o » i-aorosEo LOCATION* 

TO NEAREST WELL, DniLI . INU. COMPLETED, 
OR APPLIED POR, ON T H I S LEASE, r r . 330 

10. NO. o r ACRES I N LEASE 

80 
10. PHOPOStn DEPTH 

3650 

I T . NO. Or ICSES A3SICNZD 
TO T l l t S WELL , _ 

40 
20. ROTARI OK CAOLE TOOLS 

Ro t ary 
I I . ELEVATIONS (Show whether DF. RT, CR. etc.) 

3060.3 GL 
22. APPROX. DATE WOE.* WILL START* 

November, 1985 
23. PROPOSED CASINO AND CEMENTING PROGRAM 

S I Z E o r ROLE S I Z E o r C A S I N O W E I C I I T PER POOT SETTING DEPTH QOANTITT OP CEMENT 

14 9 5/8 36.0 400 350 C i r cu l a t e 
8 3/4 7 23.0 3650 600 C i r cu l a t e 

Before d r i l l i n g out from under the surface p ipe , the w e l l w i l l be equipped w i t h a 
3000-psi 10 inch series 900 double-ram h y d r a u l i c BOP. 

For other necessary BOP data requ i red w i t h t h i s ADP, see attached D r i l l i n g Prognosis, 

Note: Any gas produced f rom t h i s w e l l i s dedicated to E l Paso Natura l Gas Company. 

HARTMAN EXHIBIT 18 

I N ABOVE SPACE OB.ICRIBE PROPOSEO PROORAM : I f proposal la to deepen or plnjr back, ctve data on present prodtictlTe w o t and proposed new productive 
'xooe. I f proposal la to d r i l l or deepen directionally, give pt*rtln<.»nt data, on ittihaurfacc location* und measured and true vertical depths. Give blowout 
preventer program. If nny. 

SIONZO r-^Lvu-, Q- ^ Engineer November 11, 198 

(This apace for Federal or State olllce uae) 

PER M IT NO. . APrnovAi. OATK . 

aovco n r . 
cnNniTiON.t » r »rrni>vAi.. nr AMY : 

Subject to C ^ T C ^ 7 DEC 
I . L i k e A p i ) j n > V a } - ^ ? / ^ > , ^ e e l ' " ' r u c , i o ' » O n Reverse S i d e 

A <qa5" APPROVAL SUBJECT Tfl 
4 1 GENERAL REQUIHEKEOT AM 
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STATE OF NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 
STATE LAND OFFICE BLDG. 
SANTA FE, NEW MEXICO 

21 November 1985 

EXAMINER HEARING 

IN THE MATTER OF: 

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

BEFORE: Michael E. Stogner, Examiner 

TRANSCRIPT OF HEARING 

A P P E A R A N C E S 

For the Division: J e f f Taylor 
Attorney at Law 
Legal Counsel to the Division 
Energy and Minerals Dept. 
Santa Fe, New Mexico 8 7501 

For the Applicant: Willam F. Carr 
Attorney at Law 
CAMPBELL & BLACK P. A. 
P. O. Box 2208 
Santa Fe, New Mexico 87501 

HARTMAN EXHIBIT 19 
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I N D E X 

WILLIAM P. AYCOCK 

D i r e c t Examination by Mr. Carr 4 

Cross Examination by Mr. Stogner 24 

RUTH SUTTON 

D i r e c t Examination by Mr. Carr 25 

ROBERT H. STRAND 

D i r e c t Examination by Mr. Carr 2S 

Cross Examination by Mr. Stogner 31 

E X H I B I T S 

Hartman E x h i b i t One, P l a t 5 

Hartman E x h i b i t Two, S t r u c t u r e Map 20 

Hartman E x h i b i t Three, Cross Section A-A' 12 

Hartman E x h i b i t Four, Cross Section B-B' 13 

Hartman E x h i b i t Five, T a b u l a t i o n 16 

Hartman E x h i b i t Six, Correspondence 26 

Hartman E x h i b i t Seven, L e t t e r 27 

Hartman E x h i b i t E i g h t , D r i l l i n g Contract 30 
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HR. STOGNER: The hearing w i l l 

come to order. 

C a l l next Case Number 8769, 

which i s the a p p l i c a t i o n of Doyle Hartman f o r compulsory 

p o o l i n g , Lea County, New Mexico. 

We w i l l now c a l l f o r appear­

ances . 

MR. CARR: May i t please tha 

Examiner, my name i s W i l l i a m F. Carr, w i t h the law f i r m 

Campbell & Black, P. A., of Santa Fe. We represent Mr. 

Hartman i n t h i s matter and have three witnesses. 

MR. STOGNER: Are there any 

other appearances? 

W i l l a l l three witnesses please 

stand and be sworn. 

(Witnesses sworn.) 

WILLIAM P. AYCOCK, 

being c a l l e d as a witness and being duly sworn upon h i s 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 
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DIRECT EXAMINATION 

BY MR. CARR: 
i 

Q W i l l you please state your f u l l name and 

present residence? 

A William P. Aycock, Midland, Texas. 

Q Mr. Aycock, by whom are you employed and 

i n what capacity? 

A By Doyle Hartman as a consulting petro­

leum engineer i n connection with Case 8769, Docket 36-85. 

Q Have you previously t e s t i f i e d before t h i s 

Division and had your credentials as a petroleum engineer 

accepted and made a matter of record? 

A I have. 

Q Are you fa m i l i a r with the application 

f i l e d i n t h i s case on behalf of Mr. Hartman? 

A l a m . 

Q Are you fa m i l i a r with the subject ac­

reage? 

A I am. 

MR. CARR: Are the witness' 

q u a l i f i c a t i o n s acceptable? 

MR. STOGNER: They are. 

Q Mr. Aycock, w i l l you b r i e f l y state what 

Mr. Hartman seeks i n t h i s case? 

A Mr. Hartman seeks an order pooling a l l 
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the mineral i n t e r e s t from tne surface to the base of the 

Langlie Mattix Pool underlying the southeast quarter north­

east quarter, which i s Unit H, of Section 26, Township 25 

South, Range 37 East, to form a standard 40-acre o i l spacing 

proration u n i t to be dedicated to a well to be d r i l l e d 

thereon. 

Q Have you prepared certain exhibits for 

introduction i n t h i s case? 

A I have. 

Q Would you please refer to what has been 

marked for i d e n t i f i c a t i o n as Harcman Exhibit Number Gne, 

i d e n t i f y t h i s , and review the information contained thereon? 

A Exhibit Number One is an acreage owner­

ship p l a t that shows the acreage i n question that i s des­

cribed i n the application. I t shows the e x i s t i n g producing 

w e l l , the Doyle Hartman Carlson Federal No. 2, located 1980 

feet from the north and 660 feet from the east lines of Sec­

ti o n 26, Township 25 South, Range 37 East, which i s a Lang­

l i e Mattix Pool producer that was temporarily abandoned i n 

January of 1973, and i t shows the proposed i n f i l l location, 

the Doyle Hartman Carlson Federal No. 5, to be located 1750 

feet from the north l i n e and 990 feet from the east l i n e of 

Section 26, Township 25 South, Range 37 East, and also to be 

completed i n the Langlie Mattix Pool. 

In addition, i t shows the nearby produc-
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ing wells that are consequent to t h i s application as well as 

showing the pre-existing lease that was put on for the 40-

acre proration u n i t that comprises the southeast quarter of 

the southeast quarter of Section 23, that includes a similar 

s i t u a t i o n i n which the o r i g i n a l producer was the Doyle Hart­

man Carlson Federal No. 3, located 660 feet from the south 

and east lines of Section 23, Township 25 South, Range 37 

East, i n the Langlie Mattix Pool, and the i n f i l l o producer, 

the Doyle Hartman Carlson Federal — Carlson No. 4, located 

990 from the south and 990 from the east l i n e of Section 23, 

Township 25 South, Range 37 East, i n the Langlie Mattix 

Pool, and a great deal of the testimony and the information 

that w i l l be presented i n today's case has previously been 

presented i n that case and that case was Case — 

MR. CARR: Mr. Examiner, that 

case was Case 8668, which was — 

A Right. 

MR. CARR: — presented on July 

31st of t h i s year, resulted i n Order R-8031, which was en­

tered on September 27, 1985. 

We'd ask that you take adminis­

t r a t i v e note of that case. That case i s a c t u a l l y , v i r t u a l l y 

i d e n t i c a l to t h i s one, inasmuch as i t was to pool a 40-acre 

t r a c t for an i n f i l l Langlie Mattix Well and the only i n t e r ­

est owner being pooled i n that case was Howard Olson, who i s 
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the same in d i v i d u a l being pooled i n t h i s case pursuant to 

the terms of the i d e n t i c a l lease arrangement. 

MR. STOGNER: I w i l l take ad­

ministrative note of Case Number 8653 and the subsequent Or­

der R-3031. 

C Mr. Aycock, would you review the informa­

t i o n on t h i s e x h i b i t as to the other weils i n the immediate 

area, and here I'd ask that you focus on the future recover­

ies that are estimated f c r these wells. 

A I f you w i l l note that the o r i g i n a l — the 

3668 case i s important as i t establishes a predicate for the 

rest of the information that w i l l be presented here, and you 

w i l l note that the negative reciprocal slope of the graph cf 

BHP/z as a function of cumulative gas production i s 2.29 

MMC? per psi on the o r i g i n a l w e l l . 

The reason that the Carlson Federal No. 4 

was d r i l l e d was because of that low number for reciprocated 

sign change slope of the EH?/z curve as compared to the 

wells that basically o f f s e t both properties to the east and 

southeast. 

Those properties are, with the indicated 

nature of reciprocal slope of the BKP/z as a function cf 

cumulative gas (not understood) the Amerada Hess Ida Wimber­

l y No. 11, located 1980 feet from the south and 660 feet 

from the west l i n e of Section 24, Township 25 South, Range 
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East, i n the Langlie Mattix Pool, located northeast of the 

current a p p l i c a t i o n , the reciprocated sign change slope of 

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

per p s i . 

The next well to the south i s the 

which i s a diagonal north o f f s e t to the — diagonal north­

east o f f s e t to the section i n which the application — for 

which the application has been made, i s the Amerada Hess Ida 

Wimberly No. 13, located 330 feet from the south and 330 

feet from the west l i n e of Section 24, Township 25 South, 

Range 37 East, and the sign change reciprocated slope of the 

BHP/z as a function of cumulative gas graph i s 16.16 MMCF 

per p s i . 

And then to the southeast we have the El 

Paso Natural Gas Company Carlson "A" Federal No. 2, located 

660 feet from the south and 660 feet from the west l i n e of 

Section 25, Township 25 South, Range 37 East i n the Langlie 

Mattix Pool, and the sign change reciprocated slope of the 

BHP/z as a function of cum gas graph i s 10.3 MMCF per p s i . 

The reason f o r the d r i l l i n g of both the 

Carlson Federal 4 and the proposed Carlson Federal No. 5, 

which i s the subject of t h i s a p p l i c a t i o n , i s because the 

slopes of these curves and the f a c t that there i s no produc­

t i o n on the 40-acre t r a c t that i s the subject of the current 

appl i c a t i o n , there i s no production and the well slope of 
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the curves f c r the w e l l s to the southeast, east, and n o r t h ­

east of the subject: t r a c t i n d i c a t e t h a t there i s s u b s t a n t i a l 

reserves s t i l l i n the Langlie M a t t i x and, i n f a c t , i t i s 

being drained by the production from these w e l l s , t h a t forms 

tne p r e d i c a t e f o r the a p p l i c a t i o n . 

Q Mr. Aycock, i f the wells are not d r i l l e d 

w i l l the c o r r e l a t i v e r i g h t s of the i n t e r e s t owners i n those 

t r a c t s ba adversely a f f e c t e d ? 

A They w i l l be because the r e s e r v o i r pres­

sure i s low enough t h a t unless t i m e l y development occurs the 

r e s e r v o i r pressure w i l l be t o the p o i n t t h a t there w i l l be 

no remaining reserves or t h e i r recovery would be prolonged 

or impossible, so t h a t i f i t ' s not done ra t h e r e x p e d i t i o u s ­

l y , there's no sense i n doing i t a t a l l . 

Q Now I ' d l i k e t o dir e c t , your a t t e n t i o n to 

the p r i o r p o o l i n g case and the acreage i n the southeast 

quarter c f the southeast q u a r t e r o f Section 23. 

The o r i g i n a l Langlie M a t t i x w e l l on t h a t 

pool produced f o r some period of time, I b e l i e v e . 

A I t d i d . 

C Do you have any idea what the p r i o r pro­

d u c t i o n from t h a t w e l l was? 

A Yes, I do, i f y o u ' l l give me a moment t o 

r e f e r t o the hearing f i l e f o r t h a t hearing, I can t e l l you. 

As of May 1st, 1985, the cumulative pro-
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duction for the Doyle Hartman Carlson Federal No. 3, which 

is located 660 from the south and 660 from the east l i n e of 

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

MMC?, and i t produced during the months of January througf 

A p r i l cf 1985 an average production of 36 MCF of gas pei 

day. 

Q Now, Mr. Aycock, has Mr. Hartman con­

cluded the Carlson No. 4 on that 40-acre tr a c t ? 

A Yes, he has. 

Q And what kind of a well has he been able 

to make at that location? 

A An a t t r a c t i v e Langlie Mattix very commer­

c i a l gas w e l l . 

Q Would you now refer to what has been mar­

ked for i d e n t i f i c a t i o n as Hartman Exhibit Number Two and 

i d e n t i f y t h i s and review i t , please? 

A Exhibit Number Two i s a structure map on 

top of the Penrose Sand. As the Examiner i s aware, the 

Langlie Mattix pool i s composed of the Queen and Penrose 

zones and the top of the Penrose i s adequate to depict the 

st r u c t u r a l s i t u a t i o n i n the v i c i n i t y of the proposed loca­

t i o n . 

The structure map shows the traces of two 

cross sections, which w i l l be subsequently presented as ex­

h i b i t s . I t shows tha t we have a small closure here that 
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trends ei t h e r almost due north/south or s l i g h t l y 

northwest/southeast on top of the Penrose Sand, and i t shows 

that the t r a c t that i s the subject of t h i s application l i e s 

near the southwestern side of that area and approximately 

125 feet above the o r i g i n a l gas/oil contact, which i s l o ­

cated tc the west and the southwest. 

In viewing t h i s map you need to be aware 

that the p o t e n t i a l development matrix i n t h i s area for the 

Langlie Mattix are twofold and both of these matters have 

been dwelt on i n d e t a i l i n the trans c r i p t of the previous 

hearing, and I w i l l not impose upon the Examiner's time by 

r e c i t i n g those, but I would request that he take pa r t i c u l a r 

note of the testimony i n the — i n this previous case as to 

the r i s k f a c t o r s . 

They are water production due to water 

i n j e c t i o n i n t o the gas reservoirs i n the v i c i n i t y of the 

gas/oil contact located to the west and southwest; and com­

pletion problems with the lew reservoir presssures i n both 

the subject zones, these being the Penrose Sand and the 

Queen Sand. A l l cf these problems were discussed at some 

length i n the previous case and there is also the p o s s i b i l ­

i t y i n some of the wells that were d r i l l e d to the San Andres 

of having water flow, cross flow, up from the San Andres i n ­

to any of these zones i f they were not properly cemented or 

properly plugged. 
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Q Mr. Aycock, are you prepared to make a 

recommendation to Mr. Stogner as to the r i s k penalty that 

should be assessed against any i n t e r e s t owner who does not 

v o l u n t a r i l y p a r t i c i p a t e i n the d r i l l i n g of t h i s well? 

A As was documented i n Case 8663 and was 

approved by the Commission i n the order, we recommend a 200 

percent r i s k penalty for nonjoining parties. 

Q Now t h i s e x h i b i t also contains traces for 

your subsequent cross sections. 

A I t does. 

Q Would you now go to Exhibit Three, your 

cross section A-A', and b r i e f l y review that for Mr. Stogner? 

A Exhibit Three i s cross section A-A', 

which i s a north/south cross section, and i f you w i l l refer 

to Exhibit Two you w i l l notice that i t passes through the 

pre-existing well that's on the t r a c t that i s the subject of 

t h i s a p p l i c a t i o n , and also includes both the pre-existing 

and i n f i l l wells that were d r i l l e d on the southeast quarter 

of the southeast quarter of Section 23 and were the subject 

of Case 8668. 

without — without going i n t o great, 

tremendous d e t a i l as to the — on — on each w e l l , the cross 

section substantiates beyond doubt that a l l of the Langlie 

Mattix zones were o r i g i n a l l y gas-bearing and would produce 

gas at a t t r a c t i v e rates; and i t shows that the Hartman Carl-
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son Federal No. 4, which was completed i n September 20th, 

1985, through p e r f o r a t i o n s between depths of 2946 and 3151 

f e e t , had an i n i t i a l f l o w i n g p o t e n t i a l of 577 MCF per day, 

although i t i s located on the same p r o r a t i o n u n i t w i t h a 

w e l l t h a t was producing — produced during the f i r s t four 

months of 1985 a t about 36 to 33 MCF per day, so t h i s w e l l 

alone i l l u s t r a t e s t h a t the hypothesis t h a t there are sub­

s t a n t i a l remaining commercially recoverable gas reserves i n 

both the Penrose and Queen p o r t i o n s of the Langlie Mattix 

Pool w i t h i n the area of t h i s a p p l i c a t i o n can be documented. 

The r e s t of the north/south cross section 

simply serves t o shew t h a t a l l the gas had been produced at 

various r a t e s from a l l of the w e l l s and i t has been q u i t e 

a t t r a c t i v e i n the v i c i n i t y of the — of the a p p l i c a t i o n w e l l 

i n the past. 

I won't go i n t o a l l the d e t a i l s because I 

t h i n k the Examiner i s able t o review t h i s a t h i s l e i s u r e , 

but I b e l i e v e t h a t i t w i l l document the f a c t t h a t a l l of 

these zones d i d produce gas, are gas-bearing, and are cer­

t a i n l y able t o produce gas a t a t t r a c t i v e , commercial rates 

upon development. 

Q W i l l you now r e f e r t o Kartman E x h i b i t 

Number Four, your B-B' cross s e c t i o n , and discuss t h i s f c r 

Mr. Stogner? 

A Cross s e c t i o n B-B' i s a northwest/south-
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east cross section that t i e s i n t o Exhibit Three, cross sec­

t i o n A-A', at the previous producer on the application 

t r a c t , that being the Doyle Kartman Carlson Federal No. 2, 

located 1980 feet from the north and 660 feet frcm the east 

l i n e of Section 26, Township 25 South, Range 37 East. 

We would ask the Examiner to note p a r t i ­

c u l a r l y that the shut-in wellhead pressure of t h i s well i s 

64 psi at the present time. 

Exhibit Four w i l l serve to document simi­

l a r type information to what has been discussed for Exhibit 

Three, and that i s that a l l of the wells for which the Lan­

g l i e Mattix zones have been tested w i t h i n the area have pro­

ven to be productive of either gas cr o i l , depending upon 

the dates at which they were — the wells to the northeast 

were back i n the t h i r t i e s and one of them was completed for 

a gas well and another was completed for an o i l w e l l , the 

f i r s t two on the cross section. The next two were completed 

as o i l wells and the rest of them have been o i l and gas, but 

you w i l l f i n d that basically i n the area now that we're 

t a l k i n g about, gas i s the remaining recoverable hydrocarbon 

product i n both of the Langlie Mattix zones. 

This also shows that over a period of 

time that stretches from the t h i r t i e s through the contempor­

aneous (sic) time there has been, not continuous, but spora­

dic development of these Langlie Mattix zones i n response to 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

the varying economic f a c t o r s . 

Q Would you now j u s t b r i e f l y summarize the 

conclusions you've reached concerning t h i s proposal ba-;^c on 

your study of the immediate area? 

A The proposed l o c a t i o n i s on the f l a n k of 

a small closure t h a t i s contained w i t h i n a l a r g e r 

north/south t r e n d . The i n d i c a t i o n s are t h a t the p o r o s i t y 

and p e r m e a b i l i t y of the zones are q u i t e good when they're 

p r o p e r l y s t i m u l a t e d , because based upon the r e s u l t s t h a t Hr. 

Hartman has achieved a h a l f a mile north on h i s Carlson Fed­

e r a l 4, he i s able t o complete a new w e l l t h a t would make 

577 MC? per day cn p o t e n t i a l when i t ' s located cn the sane 

40-acre t r a c t as a w e l l t h a t ' s producing 36 MCF per day from 

the same zones. 

We know t h a t there i s — t h a t there i s 

the r i s k of some water production i n the area because of the 

i n j e c t i o n t h a t has taken place t o the northeast, i n p a r t i c u ­

l a r cn, a t or about the o r i g i n a l g a s / o i l contact f o r the 

Langlie M a t t i x zones. 

We know t h a t the r e s e r v o i r pressure i s 

low, as we discussed, the s h u t - i n wellhead pressure f c r the 

e x i s t i n g Carlson Federal No. 2 of 164 p s i , and as we delve 

i n t o a t some le n g t h i n the t r a n s c r i p t of Case 8663, the pre­

sence of low r e s e r v o i r pressures can lead t o s i g n i f i c a n t 

r i s k s i n the d r i l l i n g and completion of the w e l l s . 
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So my conclusion i s the following: That 

there are commercially recoverable gas reserves remaining i-> 

the Langlie Mattix Pool at the area of the application w e l l ; 

that these reserves cannot be recovered without redevelop­

ment, based upon the experience a half a mile north with the 

previous Case 8668; that I would anticipate the p r o b a b i l i t y 

that i f a well i s completed successfully i n the Langlie Mat­

t i x , i t w i l l be an a t t r a c t i v e producer, but there are r i s k 

factors associated with the production that have to do with 

the mechanics of d r i l l i n g and completing wells i n low pres­

sure reservoirs and the fact that you cannot define exactly 

where the water that has been injected w i l l go w i t h i n these 

zones. I t probably w i l l not be at these locations but there 

is a p o s s i b i l i t y that you could produce s i g n i f i c a n t water. 

And as a r e s u l t of a l l t h i s , I recommend 

a 200 percent r i s k factor f o r non-joining parties and be­

lie v e that the w e l l w i l l , i f completed, w i l l lead to an a t ­

t r a c t i v e commercial well i n the Langlie Mattix zones. 

Q Mr. Aycock, would ycu new go to Kartman 

Exhibit Number Five, the production tabulation, and b r i e f l y 

review that f o r the examiner? 

A Exhibit Number Five i s composed of 

production tabulations with rate/time graphs and BHP/z as a 

function of cumulative gas graphs f o r wells that are located 

on the cross sections that are Exhibit Three and Exhibit 
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Four. 

The f i r s t one t h a t ' s presented i s v.he 

C i t i e s Service Dabbs No. 1, located i n Unit B of Section 

23. As you w i l l r e c a l l , i t was the f i r s t — the l e f t h a n d 

w e l l on S x h i b i t — on cross s e c t i o n B-2', which was E x h i b i t 

Four. 

Y o u ' l l n o t i c e t h a t p r i o r to i t being con­

ve r t e d t o water i n j e c t i o n as the Langlie M a t t i x Queen Unit 

Nc. 31, and deepened, t h a t there i s an apparent — s t a r t i n g 

i n 1953 the r e i s an apparent r e v e r s a l of the established — 

w e l l , i t ' s a c t u a l l y before t h a t , there was — there was a 

trend c f lew pressures and then s l o w l y , over the years i t 

b u i l t up u n t i l 195 — we've got a skip here — okay, the 

f i r s t one's t h a t a v a i l a b l e was i n 1949; i t ' s 523 p s i , and 

these are i n reverse order i s the way you have t o view them, 

and the pressure d i d not de c l i n e very much and then i t drop­

ped r a t h e r r a p i d l y , and the l a s t one t h a t was a v a i l a b l e was 

back i n '69, and i t was 129 p s i a t t h a t time, and you can 

review the r a t e / t i m e curve and you w i l l n o t i c e t h a t there 

i s , since 1960, u n t i l i t was — u n t i l i t ceased i n 1969, 

w i t h the exception of 1964, i t was — i t was a somewhat er­

r a t i c but f a i r l y uniform r a t e / t i m e curve and there i s a 

p r e t t y w e l l e s t a b l i s h e d BKP/z tren d t h a t ' s — t h a t would i n ­

d i c a t e an e x t r a p o l a t e d value of about somewhere i n the 

v i c i n i t y of 6.5 t o 6.7 BCF o r i g i n a l gas i n place. 
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The next one that's l i s t e d would ce the 

Citi e s Service Dabbs Ho. 2, which i s now the Mobil Langlie 

Mattix Queen Unit No. 35, and i t ' s located i n Unit E cf Sec­

ti o n 23, and i t ' s also been converted to water i n j e c t i o n . 

And since i t was an c i l w e l l , there are 

no pressures available and — but the gas production is 

graphed from '59 through '63, and y o u ' l l notice a very grad­

ual, f a i r l y regular decline i n gas productivity as would be 

anticipated. 

The next well i s the Carlson Federal No. 

3, the El Paso Carlson Federal No. 3, that i s located i n 

Section 23, also, and that well has accumulated approximate­

ly 1.1 BCF cf gas frcm i n i t i a l time through June of 1985, 

and i s producing at plus or minus 120 to 180 MCF per month. 

I t does not show much decline on the 

rate/time curve, and i t shows a very gradual reciprocated 

slope cf 4.3 MMCF per psi on the BH?/z as a function cf cum 

gas curve. 

The next well that's tabulated i s the 

Hartman Carlson Federal No. 3, which i s the pre-existing 

well that was — that i s located — i t ' s the t h i r d well from 

the r i g h t — l e f t side of cross section A-A', which i s Exhi­

b i t Three, and y o u ' l l notice that that w e i l , as of July 1st, 

1985, had produced approximately 1.5 BCF of gas and was pro­

ducing at about a m i l l i o n cubic feet a month, or a l i t t l e 
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over 30 MCF a day. 

I t ' s had an i r r e g u l a r but r a t h e r — but 

i t gyrates around approximately a m i l l i o n cubic f e e t per 

month and has since 1974, and as we pr e v i o u s l y s t a t e d , the 

reci p r o c a t e d s i g n changed s'lope of tha BHP/z as a f u n c t i o n 

of cum gas, 2.15 MMCF per p s i . 

The next w e l l would be the Ida wimberly 

No. 16, which we've p r e v i o u s l y discussed. 

The Ida Wimberly Nc. IS i s located i n 

Section 25, Township 35 South, Range 37 East, and i t has 

produced an accumulative production c f 1.15 BCF as of July 

1 s t , 1935, and i s producing a t about 100 MCF per month; has 

a w e l l defined d e c l i n e t r e n d on the r a t a — gas rate/time 

and has a r e c i p r o c a t e d sign change slope fo the BHP/z as a 

f u n c t i o n of cumulative gas graph of 15.55 MMCF, i n d i c a t i n g 

t h a t although the ra t e s are low i t i s i n e f f e c t i v e l y d r a i n i n g 

a large area. 

The next w e l l i s the Amerada Hess Ida 

Wimberly No. 14, located i n Section 25, Township 25 South, 

Range 37 East, i n Unit G. I t has accumulated approximately 

6 0 0 - m i l l i o n cubic f e e t o f gas as o f J u l y 1st, 1985, and i s 

producing a t about 900 — producing between 900 and 1000, a 

m i l l i o n cubic f e e t per month, and the ra t e / t i m e curve i n d i ­

cates a very r e g u l a r , w i t h the exception of the year 1983, 

i t ' s been a very r e g u l a r curve a t about a m i l l i o n cubic f e e t 
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a month average, and the graph of BHP/z as a function of 

cumulative gas production yields a sign change reciprocated 

slope of 8.5 MMCF per p s i , i n d i c a t i n g once again that a l ­

though i t i s declining at a low rate of decline, i t i s i n e f ­

f e c t i v e l y draining a racher large area. 

The next well i s the El Paso Natural Gas 

Company Carlson "A" Federal No. 2, located i n Unit M of Sec­

t i o n 25, Township 25 South, Range 37 East. I t has accumu­

lated approximately 2.2 BCF of gas production as of July 

1st, 1985, and was producing at about 3.2 m i l l i o n cubic feet 

per month. 

The rate/time curve has an ir r e g u l a r 

downward, very gradual slope, and the slope of the BHP/z as 

a function of cumulative gas production when reciprocated 

and with the sign change, is 10.33 MMCF per p s i , as we pre­

viously t e s t i f i e d . 

Then we have the Amerada Hess Ida Wimber­

ly No. 1, located i n Unit A of Section 26, Township 25 

South, Range 37 East. 

The cumulative gas production i s low. We 

did not add i t up. I t ' s an e r r a t i c downward curve during 

the time i t was on production as far as the rate/time i s 

concerned and the BHP/z as a function of cumulative gas 

curve has a reciprocated sign change slope of only 3.56 MMCF 

per p s i , i n d i c a t i n g that i t was not draining a very large 
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area and was i n e f f e c t i v e l y d r a i n i n g i t , as w e l l . 

The Terra Carlson Federal No. 1 o?e- :• 

by Doyle Hartman i s located i n U n i t C of Section 26, Town­

ship 25 South, Range 37 East, and has a cumulated since i n i ­

t i a l production approximately 2.9 BCF of gas and was produc­

ing between — has produced as high as 4 - m i l l i o n cubic f e e t 

per month w i t h i n the year p r i o r t o J u l y 1st, 1985, and vas 

producing approximately an average of around 3 . 3 - m i l l i o n 

cubic f e e t per month; has a d e f i n i t e downward, defined down­

ward trend on the r a t e / t i m e curve and there i s no 3HP/z data 

a v a i l a b l e to p l o t a — t o determine the slope of tha t curve. 

The Santa Fe Energy Carlson "B" 26 Nc. 4 

i s located i n 26-1, 25 South, 37 East. I t has accumulated 

1.4 BCF of gas production as of J u l y 1st of 1985. I t i s 

producing a t between 5 60 and 720 MCF per month w i t h a very 

s l i g h t downward t r e n d t o the r a t e / t i m e curve and w i t h a r e ­

cipro c a t e d sign change slope of the BHP/z as a f u n c t i o n of 

cumulative gas curve of only 5.5 MMCF per p s i , i n d i c a t i n g 

once again t h a t i t i s not d r a i n i n g a very large area and i s 

not d r a i n i n g i t very e f f e c t i v e l y . 

Q Mr. Aycock, what i s the estimated cost of 

the proposed w e l l ? 

A We are using the same AFE f o r t h i s as we 

did f o r Case 8668, which i n d i c a t e s the cost of a producing 

w e l l a t $390,000 and a dry hole a t $142,000. 
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Q Are these — 

A And that i s with contingencies. With a 

routine well with no contingencies the d r i l l i n g — the com­

pleted cost would be $329,000. 

Q And theTse costs are i n l i n e with the 

costs fcr other wells i n the area? 

A They're i n l i n e with Mr. Hartman's cur­

rent experience as the most active operator i n 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 d r i l l i n g t h i s 

well and also while — 

A Yes. 

Q — producing i t ? 

A $550 per month while producing and $5500 

per month while d r i l l i n g . 

Q Are these the figures that were author­

ized by the Commission i n Order R- — or i n the p r i o r order 

for the acreage to the north? 

A For Case 8563, yes, they were. 

Q And do you recommend that these figures 

be included i n 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 u n i t and well? 
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A He does. 

Q In your opinion w i l l granting t h i s a p p l i ­

cation be i n the best i n t e r e s t of conservation, the preven­

t i o n of waste, and protection of co r r e l a t i v e rights? 

A I believe i t would. 

Q W i l l we c a l l another witness to discuss 

land matters and e f f o r t s to obtain voluntary joinder? 

A Yes, we w i l l . 

MR. CARR: At t h i s time, Mr. 

Stogner, we would o f f e r i n t o evidence Hartman Exhibits One 

through Five. 

MR. STOGNER: Exhibits One 

through Five w i l l be admitted i n t o evidence. 

Q Mr. Aycock, when does Mr. Hartman plan to 

d r i l l t h i s well? 

A As soon as possible. We'd l i k e to com­

plete i t before year end, i f possible. 

Q And therefore do we request that the or­

der be expedited? 

A We would appreciate i t very much. 

MR. CARR: I have nothing f u r ­

ther of Mr. Aycock. 
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CROSS EXAMINATION 

BY MR. STOGNER: 

Q Mr. Aycock, on a l l the production sum­

maries you've given me here, i t would be easy to say t h i s 

proposed well would be o f f s e t t i n g some pr e t t y good produ­

cers, would i t not? 

A Yes. 

Q Has Hartman i n the past joined anybody 

else i n overhead charges of $5500 while d r i l l i n g and $550 

while producing? 

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

he hasn't, there j u s t never has been an occasion to do i t . 

Cf a l l the things he's been associated with for about four 

of the six years that I've been doing work f o r him, the only 

ones that have been an exception to t h i s have been deep 

wells; have been Morrow or Atoka wells, and those were, you 

know, that's — that i s f i v e or six year old h i s t o r y . 

Since that time he has not participated, 

to my knowledge, i n any of these shallow wells with another 

operator. He's been the operator of everything that he's 

participated i n . 

MR. STOGNER: I have o further 

questions of Mr. Aycock. 

Is there anything further of 

this witness? 
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excusec. 

c a l l Miss Sutton, 

MR. CARR: Nothing f u r t h e r . 

MR. STOGNER: Mr. Aycock may be 

MR. CARR: At t h i s time I'd 

RDTH SUTTON, 

being c a l l e d as a witness and being duly sworn upon her 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 

DIRECT EXAMINATION 

W i l l you s t a t e your f u l l name and place 

Ruth Sutton, Midland, Texas. 

Miss Sutton, by whom are you employed and 

EY MR. CARR: 

C 

of residence? 

A 

Q 

i n what capacity? 

A By Doyle Hartman as a landman. 

Q Have you pr e v i o u s l y t s t i f i e d before t h i s 

D i v i s i o n and had your c r e d e n t i a l s as a landman accepted and 

made a matter o f record? 

A Yes, I have. 

C Are you f a m i l i a r w i t h the a p p l i c a t i o n 

f i l e d i n t h i s case on behalf of Mr. Hartman? 

A Yes. 
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Q Are you f a m i l i a r with the subject ac­

reage? 

A Yes. 

MR. CARR: Are the witness' 

q u a l i f i c a t i o n s acceptable? 

MR. STOGNER: They are. 

0 Miss Sutton, would you refer to what has 

been marked for i d e n t i f i c a t i o n as Hartman Exhibit Number 

Six, i d e n t i f y t h i s , and review i t for Mr. Stogner? 

with Mr. Olson, the other i n t e r e s t owner, between the dates 

of January 2 4th and October 4th, '85. 

Federal lease as that i n our Case 8668, which we've talked 

about e a r l i e r , and on July 30, the day before the hearing 

for that case, Mr. Olson called us and said he had decided 

to farmout but subsequent to t h a t , before we could send an 

agreement, he decided to s e l l a l l of his i n t e r e s t to Mr. 

Hartman and i n t h i s packet i s a p a r t i a l assignment and B i l l 

of Sale which was furnished to Mr. Olson on September 20th, 

'85; however, we s t i l l don't have that signed back, which 

i s , of course, why we're here. 

quently out of the country f c r long periods of time, so we 

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

A This i s a packet of our correspondence 

This acreage i n t h i s lease i s the same 

Mr. Olson travels extensively and i s f r e -
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our hearing, because we do have t h i s well for our year-end 

d r i l l i n g plans and would l i k e to d r i l l i t i n (not under-

stood). 

Q And i f an agreement i s received back from 

Mr. Olson you would immediately advise the Division that the 

pooling order — 

A Yes, s i r . 

Q — was unnecessary. 

In your opinion has Mr. Kartman 

made a good f a i t h e f f o r t to obtain Mr. Olson's voluntary 

joinder i n t h i s well? 

A Yes. 

Q Could you i d e n t i f y what has been marked 

as Hartman's Exhibit Number Seven, please? 

A This i s a l e t t e r dated November 11 n o t i ­

fying Mr. Olson of t h i s hearing and the one you have does 

not have a return receipt but Mr. Stogner, here i t i s , ap­

pended to t h a t . 

Q So we have received a return receipt on 

th i s l e t t e r ? 

A Yes. 

Q Were Exhibits Six and Seven either pre­

pared by you or compiled under your d i r e c t i o n and supervi­

sion? 

A Yes. 
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MR. CARR: At t h i s time, Mr. 

Stogner, we would o f f e r i n t o evidence Hartman E x h i b i t s Six 

and Seven. 

MR. STOGNER: E x h i b i t s Six and 

Seven w i l l be admitted i n t o evidence. 

MR. CARR: And I have no f u r ­

t her questions of Miss Sutton. 

MR. STOGNER: Are there any 

questions o f t h i s witness? 

I f n o t , she may be excused. 

MR. CARR: At t h i s time I c a l l 

Bob Strand. 

ROBERT H. STRAND, 

being c a l l e d as a witness and being duly sworn upon h i s 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 

DIRECT EXAMINATION 

EY MR. CARR: 

Q W i l l you s t a t e your f u l l name and place 

of residence? 

A Robert H. Strand, Roswell, New Mexico. 

Q Mr. Strand, by whom are you employed and 

i n what capacity? 

A I'm an a t t o r n e y w i t h the f i r m of Atwood, 
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Malone, Mann, and Turner i n Roswell. 

Q Are you employed i n th i s case by Mr. 

Hartman? 

A Yes, I am. 

C What have you been asked to do for Mr. 

Hartman i n regard to t h i s case? 

A As part of t h i s case, as well as the 

p r i o r case, Case 8669, I believe i t i s , I was retained by 

Mr. Hartman to examine t i t l e to these leases and examine 

various other instruments r e l a t i n g to the lands involved. 

Q And have you made that review? 

A Yes, 1 have. 

Q And you're f a m i l i a r with the application 

f i l e d i n t h i s case on behalf of Mr. Hartman? 

A Yes, I am. 

Q Mr. Strand, would ycu advise Mr. Stogner 

of what conclusions you have reached as a r e s u l t of your 

work as to the status of the ownership under the 40-acre 

t r a c t which i s the subject of today's hearing? 

A The operating r i g h t s involved under t h i s 

t r a c t , as well as the t r a c t involved i n the p r i o r hearing, 

are owned of record 75 percent by Doyle Hartman and other 

persons associated with him, and 25 percent by R. Howard Ol­

son. 

Q Would you i d e n t i f y what has been marked 
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as Hartman Exhibit Number Six and explain to Mr. Stogner why 

th i s document has been included i n t h i s — i n the exhibits 

presented i n t h i s case? 

A Mr. Hartman purchased his share of the 

operating r i g h t s under t n i s p a r t i c u l a r t r a c t from Sun 

Exploration and Production Company/ I believe, i n May of 

1984. 

At that — subsequent to that purchase 

and to the d r i l l i n g of the p r i o r w e l l , there was some ques­

t i o n raised as to what operating agreement, i f any, was ef­

fec t i v e as to these lands. This p a r t i c u l a r contract, desig­

nated as a d r i l l i n g contract, being Exhibit Number Six, was 

provided to Mr. Hartman from Sun's f i l e s . 

C That's Exhibit Number Eight. 

A Number Eight. 

Q Yes. 

A From Sun Exploration and Production Com­

pany's f i l e s with some i n d i c a t i o n from them that they f e l t 

that t h i s was the operating agreement, as such, covering 

these lands. 

I reviewed t h i s agreement and i t does not 

appear to me to cover the lands involved or the i n t e r v a l s , 

and as best we can determine at t h i s point i n time, there i s 

no formal operating agreement of any type covering these 

lands. 
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Q And so the way t o b r i n g t h i s acreage i n , 

absent a new agreement w i t h Mr. Olson, i s t o come seeking a 

poolin g order. 

A Yes. 

MR. CARR: At t h i s time, Mr. 

Stogner, I would move the admission of E x h i b i t Number Eight, 

which i s a copy of the d r i l l i n g c o n t r a c t about which Mr. 

Strand t e s t i f i e d . 

MR. STOGNER: E x h i b i t Number 

Eight w i l l be admitted i n t o evidence. 

MR. CARR: And I have no f u r ­

t h e r questions of t h i s witness. 

CROSS EXAMINATION 

BY MR. STOGNER: 

Q Mr. Strand, when d i d t h i s document become 

i n e f f e c t ? 

A Mr. Stogner, I don't b e l i e v e i t ever was 

e f f e c t i v e . I t does not cover the lands i n v o l v e d . 

Q Okay. I have no f u r t h e r witnesses of Mr. 

Strand — I mean no f u r t h e r questions of Mr. Strand. 

MR. STOGNER: Are there any 

other questions of t h i s witness? 

MR. CARR: I have no f u r t h e r 

questions of t h i s w i t n e s s . 
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MR. STOGNER: I f n o t , he may be 

excused. 

Anything f u r t h e r i n Case 8769? 

MR. CARR: Mr. Stogner, I have 

a proposed order t o o f f e r and would request t h a t you expe­

d i t e the order i n t h i s case as soon as po s s i b l e . 

MR. STOGNER: Thank you, Mr. 

Carr. 

MR. CARR: And I have nothing 

f u r t h e r i n t h i s case. 

MR. STOGNER: Does anybody else 

have anything f u r t h e r i n 8769? 

I f not, t h i s case w i l l be taken 

under advisement. 

(Hearing concluded.) 
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C E R T I F I C A T E 

I . SALLY W. BOYD, C.S.R., DO HEREBY 

CERTIFY that the foregoing Transcript of Hearing before the 

Oil Conservation Division (Commission) was reported by me; 

that the said transcript i s a f u l l , true, and correct record 

of the hearing, prepared by me to the best of my ability. 

I do he.---;' cv1!';/ thet tha foregoing Is 
a co:vr:!.s.i • z -r^d si Wis prcc2.v-iin?3 in 
the cxc.i.-.er Murine cf Cess r-s. ¥769 • 
heard by rr.e cr, / / j^^^Jfy A* f£L: 

, Examiner 
Oil Conservation Division 
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r... • STATE OF NEW MEXICO-, 
t. . ENERGY AND MINERALS DEI.-v .TMENT 

OIL CONSERVATION DIVISION 

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

CASE NO. 8769 
Order No. R-80 91 

APPLICATION OF DOYLE HARTMAN FOR 
COMPULSORY POOLING, LEA COUNTY, 
NEW MEXICO 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came cn f o r hearing at 8 a.m. on November 21, 
1985, a t Santa Fe, New Mexico, before Examiner Michael E. 
Stogner. 

NOV7, on t h i s 6th day of December, 1985 , the D i v i s i o n 
D i r e c t o r , having considered the testimony, the record, and the 
recommendations of the Examiner, and being f u l l y advised i n the 
premises, 

FINDS THAT: 

(1) Due p u b l i c notice having been given as required by 
law, the D i v i s i o n has j u r i s d i c t i o n of t h i s cause and the 
subject matter thereof. 

(2) The ap p l i c a n t , Doyle Hartman, seeks an order pooling 
a l l mineral i n t e r e s t s 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. 

(3) The ap p l i c a n t has the r i g h t to d r i l l and proposes to 
d r i l l a w e l l at a standard o i l w e l l l o c a t i o n thereon. 

(4) There are i n t e r e s t owners i n the proposed p r o r a t i o n 
u n i t who have not agreed t c pool t h e i r i n t e r e s t s . 

(5) To avoid the d r i l l i n g of unnecessary w e l l s , t o 
pr o t e c t c o r r e l a t i v e r i g h t s , t o avoid waste, and t o a f f o r d to 
the owner of each i n t e r e s t i n said u n i t the opportunity to 
recover or receive without unnecessary expense h is j u s t and 
f a i r share of the o i l i n any pool completion r e s u l t i n g from 
t h i s order, the subject a p p l i c a t i o n should beapproved by 

HARTMAN EXHIBIT 21 DEC 1 1 1985' 
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p o o l i n g a l l m i n e r a l i n t e r e s t s , _ whatever they may be, w i t h i n 
s a i d u n i t . 

(6) The a p p l i c a n t should be designated the o p e r a t o r of 
the s u b j e c t w e l l and u n i t . 

(7) Any non-consenting working i n t e r e s t owner should be 
a f f o r d e d the o p p o r t u n i t y t o pay h i s share o f estimated w e l l 
c o sts t o the o p e r a t o r i n l i e u of paying h i s share c f reasonable 
w e l l c o s t s out o f p r o d u c t i o n . 

(8) Any non-consenting working i n t e r e s t owner who does 
not pay h i s share o f e s t i m a t e d w e l l costs should have w i t h h e l d 
from p r o d u c t i o n h i s share o f t h e reasonable w e l l costs p l u s an 
a d d i t i o n a l 200 p e r c e n t t h e r e o f as a reasonable charge f o r the 
r i s k i n v o l v e d i n t h e d r i l l i n g of the w e l l . 

(9) Any non-consenting i n t e r e s t owner should be a f f o r d e d 
the o p p o r t u n i t y t o o b j e c t t o the a c t u a l v/ e l l costs b u t 
a c t u a l w e l l c o s t s should be adopted as the reasonable w e l l 
c o sts i n the absence of such o b j e c t i o n . 

(10) F o l l o w i n g d e t e r m i n a t i o n o f reasonable w e l l c o s t s , 
any non-consenting working i n t e r e s t owner who has p a i d h i s 
share o f e s t i m a t e d c o s t s should pay t o the o p e r a t o r any amount 
t h a t reasonable w e l l c osts exceed estimated w e l l costs and 
should r e c e i v e from the o p e r a t o r any amount t h a t p a i d estimated 
w e l l c osts exceed reasonable w e l l c o s t s . 

(11) At the time o f the h e a r i n g the a p p l i c a n t proposed 
t h a t the reasonable monthly f i x e d charges f o r s u p e r v i s i o n w h i l e 
d r i l l i n g and p r o d u c i n g should be $5500.00 and $550.00, 
r e s p e c t i v e l y , based on D i v i s i o n Order No. R-8031, dated 
September 27, 1985, which a u t h o r i z e d these charges as 
"reasonable monthly f i x e d charges". 

(12) The evidence presented i n t h i s case and i n D i v i s i o n 
Case No. 8668, i n which s a i d Order No. R-8031 was subsequently 
i s s u e d , i s i n s u f f i c i e n t t o support these proposed charges as 
being "reasonable" and s a i d r a t e s should t h e r e f o r e be a d j u s t e d 
i n the case t o r e f l e c t a more reasonable r a t e . 

(13) $4800 .00 per month-while d r i l l i n g and $480 .00 per 
month w h i l e p r o d u c i n g should be f i x e d as reasonable charges f o r 
s u p e r v i s i o n (combined, f i x e d r a t e s ) ; the operator should be 
a u t h o r i z e d t o w i t h h o l d from p r o d u c t i o n the p r o p o r t i o n a t e share 
of such s u p e r v i s i o n charges a t t r i b u t a b l e t o each non-consenting 
working i n t e r e s t , and i n a d d i t i o n t h e r e t o , the o p e r a t o r should 
be a u t h o r i z e d t o w i t h h o l d from p r o d u c t i o n the p r o p o r t i o n a t e 
share o f a c t u a l e x p e n d i t u r e s r e q u i r e d f o r o p e r a t i n g the s u b j e c t 
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w e l l , not i n excess of what are reasonable, a t t r i b u t a b l e to 
each non-consenting working i n t e r e s t . 

(14) A l l proceeds from production from the subject w e l l 
which are not disbursed f c r any reason should be placed i n 
escrow t o be paid t o the true owner thereof upon demand and 
proof of ownership. 

(15) Upon the f a i l u r e of the operator of said pooled u n i t 
to commence d r i l l i n g of the w e l l t o which said u n i t i s 
dedicated on or before February 1, 1986, the order pooling said 
u n i t should become n u l l and void and of no e f f e c t whatsoever. 

(16) Should a l l the p a r t i e s to t h i s forced pooling reach 
voluntary agreement subsequent to entry of t h i s order, t h i s 
order s h a l l t h e r e a f t e r be of no f u r t h e r e f f e c t . 

(17) The operator of the w e l l and u n i t s h a l l n o t i f y the 
Dir e c t o r of the D i v i s i o n i n w r i t i n g of the subsequent voluntary 
agreement of a l l p a r t i e s subject t o the forced pooling 
provisions'of t h i s order. 

IT IS THEREFORE ORDERED THAT: 

(1) A l l mineral i n t e r e s t s , whatever they may be, from the 
surface t o 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 hereby pooled t o form a 
standard 40-acre o i l spacing and p r o r a t i o n u n i t to be dedicated 
to a w e l l t o be d r i l l e d at a standard o i l w e l l l o c a t i o n 
thereon. 

PROVIDED HOWEVER THAT, the operator of said u n i t s h a l l 
commence the d r i l l i n g of said w e l l on or before the f i r s t day 
of February, 1986, and s h a l l t h e r e a f t e r continue the d r i l l i n g 
of said w e l l w i t h due d i l i g e n c e t o a depth s u f f i c i e n t t o t e s t 
the Langlie-Mattix Pool; 

PROVIDED FURTHER THAT, i n the event said operator does not 
commence the d r i l l i n g of said w e l l on or before the f i r s t day 
of February, 1986, Ordering Paragraph No. (1) of t h i s order 
s h a l l be n u l l and void and of no e f f e c t whatsoever, unless said 
operator obtains a time extension from the Di v i s i o n f o r good 
cause shown; 

PROVIDED FURTHER THAT, should said w e l l not be d r i l l e d t o 
completion, or abandonment, w i t h i n 120 days a f t e r commencement 
thereof, said operator s h a l l appear before the D i v i s i o n 
D i r e c t o r and show cause why Ordering Paragraph No. (1) of t h i s 
order should not be rescinded. 
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(2) Doyle Hartman i s hereby designated the operator of 
the subject w e l l and u n i t . 

(3) A f t e r the e f f e c t i v e date of t h i s order and w i t h i n 90 
days p r i o r to commencing said w e l l , the operator s h a l l f u r n i s h 
the D i v i s i o n and each known working i n t e r e s t owner i n the 
subject u n i t an itemized schedule of estimated w e l l costs. 

(4) Within 30 days from the date the schedule of 
estimated w e l l costs i s furnished t o him, any non-consenting 
working i n t e r e s t owner s h a l l have the r i g h t to pay his share of 
estimated w e l l costs t o the operator i n l i e u cf paying h i s 
share of reasonable w e l l costs out of production, and any such 
owner who pays h i s share of estimated w e l l costs as provided 
above s h a l l remain l i a b l e f o r operating costs but s h a l l net be 
l i a b l e f o r r i s k charges. 

(5) The operator s h a l l f u r n i s h the Division and each 
known working i n t e r e s t owner an itemized schedule of actual 
w e l l costs w i t h i n 90 days f o l l o w i n g completion of the w e l l ; i f 
no o b j e c t i o n t o the actual w e l l costs i s received by the 
D i v i s i o n and the D i v i s i o n has not objected w i t h i n 45 days 
f o l l o w i n g r e c e i p t of said schedule, the actual w e l l costs s h a l l 
be the reasonable w e l l costs; provided however, i f there i s an 
ob j e c t i o n to actual w e l l costs w i t h i n said 45-day period the 
D i v i s i o n w i l l determine reasonable w e l l costs a f t e r p u b l i c 
notice and hearing. 

(6) Within 60 days f o l l o w i n g determination of reasonable 
w e l l costs, any non-consenting working i n t e r e s t owner who has 
paid his share of estimated costs i n advance as provided above 
s h a l l pay to the operator h i s pro rata share of the amount t h a t 
reasonable w e l l costs exceed estimated w e l l costs and s h a l l 
receive frcm the operator his pro rata share of the amount that 
estimated w e l l costs exceed reasonable w e l l costs. 

(7) The operator i s hereby authorized to withhold the 
f o l l o w i n g costs and charges from production: 

(A) The pro r a t a share of reasonable w e l l 
costs a t t r i b u t a b l e t o each non-censenting 
working i n t e r e s t owner who has not paid 
h i s share of estimated w e l l costs w i t h i n 
30 days from the date the schedule of 
estimated w e l l costs i s furnished to him. 

(B) As a charge f o r the r i s k involved i n the 
d r i l l i n g of the w e l l , 200 percent of the 
pro r a t a share of reasonable w e l l costs 
a t t r i b u t a b l e t o each non-consentina 
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working i n t e r e s t owner who has not paid 
hi s share of estimated w e l l costs w i t h i n 
30 days frcm the date the schedule of 
estimated w e l l costs i s furnished t c him. 

(8) The operator s h a l l d i s t r i b u t e said costs and 
charges v/ithheld from production to the parti e s who 
advanced the w e l l costs. 

(9) $4800.06 per month while d r i l l i n g and $480.00 per 
month while producing are hereby f i x e d as reasonable 
charges f o r supervision (combined f i x e d r a t e s ) ; the 
operator i s hereby authorized t o withhold from production 
the proportionate share of such supervision charges 
a t t r i b u t a b l e to each non-consenting working i n t e r e s t , and 
i n a d d i t i o n t h e r e t o , the operator i s hereby authorized t o 
withhold from production the proportionate share of actual 
expenditures required f o r operating such w e l l , not i n 
excess of what are reasonable, a t t r i b u t a b l e t o each 
non-consenting working i n t e r e s t . 

(10) Any unsevered mineral i n t e r e s t s h a l l be 
considered a seven-eighths (7/8) working i n t e r e s t and a 
one-eighth (1/8) r o y a l t y i n t e r e s t f o r the purpose of 
a l l o c a t i n g costs and charges under the terms of t h i s order. 

(11) Any w e l l costs or charges which are to be paid 
out of production s h a l l be withheld only from the working 
i n t e r e s t ' s share of production, and no costs or charges 
s h a l l be withheld from production a t t r i b u t a b l e to r o y a l t y 
i n t e r e s t s . 

(12) A l l proceeds from production from the subject 
w e l l which are not disbursed f o r any reason s h a l l 
immediately be placed i n escrow i n Lea County, Nev; Mexico, 
to be paid to the true owner thereof upon demand and proof 
of ownership; the operator s h a l l n o t i f y the D i v i s i o n of the 
name and address of said escrow agent w i t h i n 30 days from 
the date of f i r s t deposit w i t h said escrow agent. 

(13) Should a l l p a r t i e s t o t h i s forced pooling reach 
voluntary agreement subsequent t o entry of t h i s order, t h i s 
order s h a l l t h e r e a f t e r be of no f u r t h e r e f f e c t . 

(14) The operator of the w e l l and u n i t s h a l l n o t i f y 
the D i r e c t o r of the D i v i s i o n i n w r i t i n g of the subsequent 
voluntary agreement of a l l p a r t i e s subject to the forced 
pooling provisions of t h i s order. 
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(15) J u r i s d i c t i o n of t h i s cause i s retained f o r the 
entry of such f u r t h e r orders as the Division' may deem 
necessary. 

DONE at Santa Fe, New Mexico, on the day. and year 
hereinabove designated. 

STATE OF NEW MEXICO 
OIL CONSERVATION DIVISION 

R. L. STAMETS, 
Director 





D O Y L E H A R T M A N 
Oil Operator 

soo N. MAIN 

P.O. BOX 10428 
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( 9 1 5 ) 6 8 4 - 4 0 1 1 

January 6, 1986 

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 i s made to our various correspondence and conversations 
wherein you agreed to s e l l 100% of your interest i n the Carlson lease 
located SE/4 SE/4 Section 23 and SE/4 NE/4 Section 26, T-25-S, R-37-E, 
Lea County, New Mexico for $50,000.00. 

As you know, based upon the assurance that a firm agreement to purchase 
your interest i n the Carlson lease had been reached, we proceeded with 
our operations on the lease. However, since the f i n a l execution of the 
sale had not been executed before the end of the year, and we f e l t l i k e 
another well needed to be d r i l l e d 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 d r i l l the Carlson Federal No. 5. 

The canpulsory pooling order has been granted, the Carlson Federal No. 5 
has been d r i l l e d , and we are extremely anxious to fin a l i z e the purchase 
by Doyle Hartman of 100% of your interest i n the Carlson lease. 

Please l e t us know how you would l i k e to close this purchase so that we 
can make a l l the f i n a l arrangements. 

Thank you for your prompt attention to th i s matter. 

Very t r u l y yours, 

DOYLE HARTMAN 

Ruth Sutton / 
' Landman 

RS/dr 
HARTMAN EXHIBIT 22 
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e El Paso 
Natural Gas Campanu, 

P. O BOX 1492 
EL PASO. TEXAS 79978 
PHONE; 915-541-2600 

February 28, 1986 

NOTICE TO SELLERS 

This notice i s intended to advise you of certain recent devel­

opments i n El Paso Natural Gas Company's ("El Paso") i n t e r s t a t e markets, 

and of El Paso's plans to deal w i t h the increased competition presented 

by such developments. El Paso's projected sales for 1986 are expected to 

decline by approximately 20% from the sale levels experienced i n 1985, 

due i n large part to the decisions of El Paso's largest customers to 

purchase low-cost "spot market" gas i n l i e u of El Paso's system supply. 

Moreover, with the continuing precipitous decline i n o i l prices, 

El Paso's projected 1986 sales are at r i s k of being diminished further 

because approximately 30% of the remaining gas load on El Paso's system 

i s capable of switching to f u e l o i l consumption. 

HARTMAN EXHIBIT 23 T' 
MAR 3 1986' 
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In order to preserve i t s projected sales levels against loss to 

alternate fuels and/or alternate sources of gas, El Paso has recently 

taken action under i t s market-out clauses, where permitted, to reduce a l l 

prices to $2.20 per MMBtu, plus taxes, thereby terminating the payment of 

the higher market-out prices described i n El Paso's l e t t e r of September 

27, 1985 (received by most, though not a l l , of El Paso's s e l l e r s ) . 

El Paso also intends to modify i t s production-scheduling procedures i n a 

manner that maximizes, to the extent practicable and l e g a l l y permissible, 

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

I . 

As i s the case with the natural gas industry i n general, 

El Paso's market has eroded substantially since 1981. The market for 

natural gas has declined for a number of reasons, including abundance of 

cheap hydroelectric power, the ac t i v a t i o n 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 

t r a d i t i o n a l pipeline suppliers to El Paso's two partial-requirements 

customers i n Cal i f o r n i a (Southern California Gas Company ("SoCal") and 

Pacific Gas & E l e c t r i c Company ("PGandE") who, together, make up 80% of 

El Paso's market). Although El Paso has been largely successful i n 

maintaining the competitiveness of i t s sales price with other t r a d i t i o n a l 

long-term suppliers through market-out actions, contract renegotiations, 

reductions i n workforce and other stringent cost control and eff i c i e n c y 
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measures, El Paso's sales have nevertheless declined from approximately 

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

U n t i l 1985, El Paso's customers did not themselves purchase any 

gas supplies from short-term non-dedicated sources. I n mid-1985, how­

ever, the market environment changed r a d i c a l l y . Beginning i n March, 

1985, on an experimental basis, and expanding i n July, 1985 to a t r u l y 

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 Gas 

Corporation (El Paso's t h i r d largest customer) also 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) i n mid-1985 to the range of $1.45 - $1.70 per 

MMBtu (inclusive of taxes) i n March, 1986. By comparison, El Paso's 

equivalent wellhead weighted average cost of gas, inclusive of taxes, was 

$2.64 per MMBtu i n mid-1985, and $2.46 per MMBtu i n late 1985 and early 

1986. Against such competition, El Paso lost substantial sales. This, 

i n turn, forced El Paso to reduce i t s takes of gas from i t s suppliers. 

The massive displacement of El Paso's sales gas by spot market 

gas i s expected to continue i n 1986. El Paso now projects that i t s 1986 

sales w i l l be approximately 1,910 MMcf per day, which represents a 
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decline of approximately 20% from the average-day sales of 2,404 MMcf per 

day i n 1985. 

In order to maintain t h i s share of i t s customers' expected 

purchases of long-term gas supplies, El Paso must remain competitive with 

the t r a d i t i o n a l i n t e r s t a t e pipeline suppliers: Transwestern Pipeline 

Company ("Transwestern") and Pacific Gas Transmission (an a f f i l i a t e of 

PGandE) . El Paso stands to lose up to 600 MMcf per day of sales unless 

i t keeps i t s sales rates w i t h i n a range of the rates of these competitors 

prescribed by the Cal i f o r n i a Public U t i l i t i e s Commission ("CPUC"). 

An additional and immediate threat to El Paso's projected 1986 

sales i s the p o t e n t i a l that major end-user customers of SoCal and PGandE 

w i l l switch fuels and begin consuming f u e l o i l . O i l prices have dropped 

precipitously i n recent weeks, to price levels not seen since 1979. As a 

r e s u l t , f u e l o i l i s 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 i t s electric-generation customers to enable those end-users to con­

tinue to purchase and consume natural gas, rather than switch to f u e l 

o i l . Much of t h i s sales loss would have been borne by El Paso. In 

approving the arrangement, however, the CPUC li m i t e d i t s term to a period 

extending only through Match 19, 1986. At that time, the CPUC intends to 

"re-examine market conditions" and review the "actions [ t h a t ] SoCal's 
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int e r s t a t e pipeline suppliers take 

declining alternate f u e l prices." 

February 11, 1986 (copy attached). 

to keep gas rates competitive with 

See CPUC Resolution G-2664, dated 

The CPUC conveyed a clear message 

that El Paso's sales to Cal i f o r n i a customers may suffer considerable 

losses unless i t s rates are "competitive with alternate f u e l prices:" 

By allowing t h i s temporary deviation, we 
are providing SoCal's long-term suppli­
ers with a "grace period" i n which to 
react to the declining f u e l o i l market 
and adjust t h e i r commodity rates to 
levels that are competitive with a l t e r ­
nate fue l prices. I f they succeed, a l l 
u t i l i t y customers w i l l benefit from 
reduced gas prices. I f the pipelines 
cannot respond, however, some fuel 
switching may r e s u l t . Furthermore, 
there i s no reason for California 
u t i l i t i e s to continue to commit to a 60% 
purchase l e v e l (a le v e l t h i s Commission 
has never r a t i f i e d ) f o r long-term 
supplies unless there i s assurance that 
such gas w i l l be marketable to fu e l 
switching customers. 

CPUC Resolution G-2664 at p. 2. 

Unless El Paso's rates are "competitive with alternate f u e l 

prices," El Paso stands to lose not only i t s share of the sales retained 

as a result of the above-described arrangement, but also could lose 

s i g n i f i c a n t additional sales as a result of other end-users switching to 

lower-cost fue l o i l . El Paso estimates that i t s gas sales could decline 

to approximately 1,350 MMcf per day i f i t s prices are not competitive 

with f u e l o i l prices. In f a c t , a substantial amount of sales have 

already been l o s t , at least temporarily, as a direct r e s u l t of the 

decline i n f u e l o i l prices. PGandE has decreased i t s purchases of 
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El Paso's gas by approximately 200 MMcf per day, i n favor of purchases of 

low-cost spot market gas, so as to avoid f u e l switching. 

I I . 

In order to maintain i t s presently-projected sales levels 

against competition from other gas suppliers as wel l as alternate f u e l s , 

El Paso must take immediate action to reduce i t s sales rates. El Paso's 

primary means of accomplishing such reductions i n the past has been to 

decrease gas costs (which account for over 80% of El Paso's sales rate) 

through market-out actions and contract renegotiations. I n t h i s i n ­

stance, El Paso has determined to effect reductions i n i t s gas costs by 

again exercising i t s market-out r i g h t s . Alone, however, t h i s further 

market-out reduction would not be enough. Thus, El Paso also now intends 

to reduce i t s gas costs by modifying i t s production-scheduling procedures 

i n a manner that maximizes, to the extent practicable, purchases of gas 

from low-cost sources of supply. 

1. Market-Out Action. 

By l e t t e r dated September 27, 1985, mailed to most of El Paso's 

suppliers, El Paso exercised i t s market-out r i g h t s , where permitted, to 

reduce prevailing prices to $2.20 per MMBtu, plus taxes. This l e t t e r 

further provided, however, that i n the event a l l of an in d i v i d u a l s e l l ­

er's contracts with El Paso contained broad market-sensitive p r i c i n g 

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 i n which the gas i s located. El Paso has now 

determined that i t i s 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, e f f e c t i v e March 1, 1986. The notices implementing 

t h i s action were mailed t h i s 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 i t s 

production-scheduling procedures. I n past periods, El Paso attempted to 

ratably apportion i t s market demand system-wide to a l l of i t s s e l l e r s . 

This policy was predicated on El Paso's b e l i e f that no one segment of i t s 

supplier community should bear a disproportionate share of the depressed 

market demand, and i t s b e l i e f that the combination of state conservation 

laws and regulations, contractual provisions and operational constraints 

precluded a more aggressive least-cost scheduling program. 

Recent j u d i c i a l decisions, however, constrict El Paso's a b i l i t y 

to a p p o r t i o n i t s market demand i n the manner h i s t o r i c a l l y f o l l o w e d . I n 

Transcontinental Gas Pipe Line Corporation v. State O i l & 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 



Notice to Sellers - 8 - February 28, 1986 

an interstate pipeline. This decision brings into question the v a l i d i t y 

of many state conservation laws and regulations, insofar as they require 

in t e r s t a t e 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 D i s t r i c t Court of Colum­

bia C i r c u i t Court of Appeals remanded a FERC order respecting an i n t e r ­

state pipeline's purchasing practices, holding, i n t e r a l i a , that FERC 

must consider anew the question of whether the pipeline's f a i l u r e 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 t o ­

gether with the uncertainty created by these j u d i c i a l decisions, clearly 

dictate that El Paso modify i t s scheduling practices so as to reduce gas 

costs. 

Under i t s new production-scheduling procedures, El Paso expects 

that i t w i l l continue to purchase, without curtailment, i t s "nonswing" 

supplies ( i . e . , gas produced i n association with o i l and gas produced 

from hardship or emergency w e l l s ) . El Paso's remaining sources of 

supplies w i l l be purchased at varying load factors, depending on average 

cost of each source of supply and operational considerations. However, 

El Paso presently anticipates that i t w i l l continue to purchase "swing" 

gas supplies on a ratable basis w i t h i n discrete common sources of supply. 
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I I I . 

El Paso i s hopeful that the above-described actions w i l l permit 

i t to achieve i t s projected sales levels for 1986. These actions may not 

be enough, however. I f Ei Paso's price becomes noncompetitive (as that 

term may eventually be defined by the CPUC) with other gas supplies or 

with a l t e r n a t i v e f u e l s , El Paso may be forced to take more drastic price 

actions or to make further modifications to i t s production-scheduling 

procedures. We w i l l s t r i v e to keep you informed i f such actions become 

necessary. 

Very t r u l y yours, 

EL PASO NATURAL GAS COMPANY 

Charles R. Jack 
Vice President 

Attachment 





D O Y L E H A R T M A N 
Oil Operator 

S O O N . M A I N 

P . O . BOX 1 0 4 2 6 

M I D L A N D . T E X A S 7 9 7 0 2 

) ~~~~~ 
(915 ) 6 8 4 - 4 0 1 1 

March 3, 1986 

Oil Conservation Cormdssion 
P. 0. Box 2088 
Santa Fe, N.M. 87501 

Attention: Mr. R.L. Stamets 

Gentlemen: 

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

As Hartman i s i n the process of f i l i n g a lawsuit against El Paso, we 
would l i k e to request suspension of calculations for classification or 
adjustments to the over /under production status on our wells. Once a 
restraining order i s issued against El Paso, we w i l l be able to resume 
normal production of our wells. 

Very t r u l y yours, 

DOYLE KARTMAN 

Margaret Young 
Contract Analyst 

/my 

cc: Mr. Harold Swain 
Mr. Robert Strand 
Mr. Wn. F. Carr 
Mr. Vim. P. Aycock 
Mr. Daniel S. Nutter 

HARTMAN EXHIBIT 24 
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EI Paso P. 0. 80X 1492 

Natural Bas Campanq I h ^ f o ™ 

r ^ PHONE: 915-541-2600 

CHARLES R. JACK, VICE PRESIDENT .' 

May 29, 1986 

NOTICE TO SELLERS 

This Notice i s intended to advise you of certain recent devel­

opments a f f e c t i n g El Paso Natural Gas Company ("El Paso") and of the 

res u l t i n g effects on E l Paso's relationships with those from whom i t " 

purchases gas. 

I . 

As a federally-regulated i n t e r s t a t e natural gas pipeline 

company, El Paso has a l e g a l duty to provide service to i t s customers at 

the lowest reasonable rate consistent with maintenance of adequate 

service. This duty, as declared by the Federal Energy Regulatory Commis­

sion ("FERC") and the fe d e r a l courts, encompasses a continuing obligation 

to minimize a l l costs, including the cost of purchased gas, i n a reason­

able and prudent manner and with due regard for the marketability of the 

gas being purchased. E l Paso's gas purchase agreements are s p e c i f i c a l l y 

subject to applicable federal laws, orders and regulations. 

During the month of May, 1986, i n the discharge of i t s 

federally-imposed o b l i g a t i o n s , El Paso has scheduled i t s takes from the 

lowest-cost "swing" pools, a f t e r taking gas from a l l "nonswing" sources. 

As used throughout t h i s 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; 

HARTMAN EXHIBIT 25 
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(5) gas received at cen t r a l points of delivery and which includes casing­

head or hardship gas; and (6) gas taken pursuant to certain contractual 

minimum physical take provisions- The term "swing gas," as used i n t h i s 

Notice, refers to a l l gas other than "nonswing gas." 

You are hereby n o t i f i e d t h a t , i n continuing discharge of i t s 

duties under federal law, commencing June 1, 1986, and thereafter u n t i l 

further notice, El Paso w i l l extend least-cost scheduling to nonswing 

sources. El Paso w i l l rank each source of supply by i t s weighted average 

cost of gas ("WACOG") and, subject to operational and f a c i l i t y con­

s t r a i n t s , w i l l schedule gas sequentially from lower-cost to higher-cost 

sources, including both swing and nonswing sources, to satis f y the demand 

for gas from El Paso's system supply. 

For June, 1986, El Paso believes that sales volumes above 

950 BBtu/day cannot be forecast r e l i a b l y as a basis for production 

scheduling on a least-cost basis. Given th i s market, El Paso does not 

expect to take gas from any source f o r which the WACCG exceeds $1.50 per 

MMBtu, inc l u s i v e of taxes. As a r e s u l t , s i g n i f i c a n t volumes of nonswing 

gas would not be purchased by El Paso under i t s existing contracts during 

June because of least-cost scheduling. 

El Paso does not desire to pr e c i p i t a t e the hardships which 

might otherwise r e s u l t from s h u t t i n g - i n these sources. Therefore, during 

June, 1986, and thereafter u n t i l f u r t h e r notice, El Paso w i l l accept 

without i n t e r r u p t i o n (subject to s u f f i c i e n t market demand) your tender 

and delivery of such nonswing gas at exist i n g receipt points. Where 

nonswing Natural Gas Act ("NGA") gas i s sold to El Paso under a FERC rate 
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schedule, El Paso w i l l pay the applicable f i l e d rate. Nonswing Natural 

Gas Policy Act ("NGPA") gas w i l l be taken only at a price which f i t s 

w i t h i n least-cost scheduling. Therefore, the amount El Paso w i l l pay for 

nonswing NGPA gas i n June, 1986, w i l l be $1.50 per MMBtu, inclusive of 

taxes. The same operating terms and conditions set f o r t h i n the p e r t i ­

nent gas purchase agreement w i l l be u t i l i z e d by El Paso i n connection 

with these purchases. 

The price which El Paso can pay for nonswing NGPA gas during 

periods subsequent to June, 1986 may be higher or lower, depending on 

changes i n market conditions. El Paso w i l l n o t i f y i t s sellers of such 

gas of any changes p r i o r to the beginning of the applicable month. An 

affected s e l l e r may choose to shut-in i t s gas rather than s e l l at the 

above-described price. I n o f f e r i n g to take nonswing NGPA gas at a price 

which f i t s least-cost scheduling, El Paso i s accommodating both i t s 

federal duties and the p o l i c i e s underlying state conservation laws. 

El Paso does not, however, concede a contractual or statutory duty under­

l y i n g t h i s o f f e r . 

El Paso w i l l not accept gas except i n accordance with the 

production schedule developed to match least-cost sources with available 

markets. Gas delivered to El Paso i n disregard of El Paso's production 

schedule w i l l 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 

f o r t h herein w i l l be applicable during June, 1986, and may continue 

beyond that date. Further changes may be dictated by future events, 
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however. I n p a r t i c u l a r , pending r e g u l a t o r y proceedings may profoundly 

a f f e c t E l Paso and a l l i t s s e l l e r s , and may d i c t a t e f u r t h e r r e v i s i o n s i n 

El Paso's produc t i o n scheduling p r a c t i c e s . 

I I . 

H e r e t o f o r e , by n o t i c e s dated September 27, 1985 and 

February 28, 1986, copies of which are appended hereto and made a p a r t 

hereof f o r a l l purposes, E l Paso has described c e r t a i n causes not reason­

ably w i t h i n i t s c o n t r o l which c u m u l a t i v e l y threaten E l Paso's c o n t i n u i n g 

a b i l i t y t o perform i t s o b l i g a t i o n s under many of i t s gas purchase con­

t r a c t s . 

E l Paso must now give n o t i c e t h a t , since i t s l a s t n o t i c e of 

February 28, 1986, th e r e have been f u r t h e r events, occurrences, and 

governmental and c o u r t o r d e r s , none of which are or have been reasonably 

w i t h i n the c o n t r o l of E l Paso, and which, s i n g l y and c o l l e c t i v e l y , and 

ope r a t i n g together w i t h the events, occurrences and governmental orders 

p r e v i o u s l y described by E l Paso i n the attached Notices, c o n s t i t u t e 

events of fo r c e maj eure under E l Paso's gas purchase agreements and 

excuse E l Paso from p e r f o r m i n g i t s take o b l i g a t i o n s under c e r t a i n of i t s 

gas purchase agreements. E l Paso a l s o hereby n o t i f i e s you t h a t i t s 

performance under the terms of many of i t s gas purchase agreements has 

been rendered commercially i m p r a c t i c a b l e w i t h i n the meaning of a p p l i c a b l e 

s t a t e s t a t u t e s , and under the common law doct r i n e s of i m p o s s i b i l i t y of 

performance and f r u s t r a t i o n of purpose. Among these recent events, 

occurrences and orders are the f o l l o w i n g : 



The decisio"n"'lLrr~0£fice~~of Consumers' Counsel v. 
FERC, ,No. 84-1099 J(D.C.C.A. ) (referred .to on .p.-8 -
of El Paso's February 28th notice) has become 
f i n a l . The parties to that case have announced 
that rehearing or Supreme Court review w i l l not be 
sought. 

El Paso's gas markets are under intense pressure 
as a consequence of the recent, drastic reduction 
i n prices f o r residual f u e l o i l . The price of gas 
over El Paso's system must be competitive with the 
prices of alternate fuels available to u t i l i t y and 
i n d u s t r i a l markets i f these markets are to be 
retained. 

Beginning i n A p r i l , 1986, El Paso's second largest 
customer, Pacific Gas and Electric Company 
("PGandE"), reduced purchases from El Paso by 80 
m i l l i o n Mcf per day, with PGandE then buying these 
volumes from i t s wholly-owned a f f i l i a t e , Pacific 
Gas Transmission Company and i t s Canadian suppli­
ers at spot prices. 

On March 19, 1986, the Public U t i l i t i e s Commission 
of the State of C a l i f o r n i a ("CPUC") i n Decision 
86-03-057 announced a new and fundamentally 
altered regulatory framework for the California 
gas u t i l i t i e s which comprise approximately 80% of 
El Paso's t o t a l market. The CPUC also proposed 
fo r comment a number of regulatory changes which, 
i f adopted, w i l l s i g n i f i c a n t l y a l t e r the manner i n 
which n a t u r a l gas i s marketed i n the State of 
Ca l i f o r n i a . 

Transwestern Pipeline Company made f i l i n g s with 
the FERC which not only produced a decrease i n 
Transwestern's commodity sales rate i n California 
from $2.87 per dekatherm to $2.51 per dekatherm, 
e f f e c t i v e A p r i l 1, 1986, but which also sought 
authorization from the FERC to permit Transwestern 
to adjust i t s rates, at i t s discretion, by giving 
only a one-day notice. Transwestern may use th i s 
a u thority to furt h e r reduce the purchased gas 
component of I t s C a l i f o r n i a sales rate, upon 
one-day p r i o r notice, to permit i t to gain compet­
i t i v e 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 e f f e c t i v e A p r i l 1, 1986. 



The FERC has refused-to^rant—El~Paso l-s^r'equest.Tv: 
--7"- for-immediate-authorization^ 

l y i t s sales rates to meet"-pr~ice competition from" 
f u e l o i l and other gas supplies. El Paso i s 
seeking a rehearing, but the FERC has not yet 
acted on t h i s request. 

— The r e s t r u c t u r i n g of El Paso's markets and opera­
tions d i c t a t e d by recent FERC Order Nos. 380 and 
436 e_t seq. , and the proposed rules advanced by 
the Department of Energy i n FERC Docket No. RM86-3 
( c e i l i n g prices; old gas pr i c i n g structure and 
block b i l l i n g ) 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 f o r the D i s t r i c t of Columbia 
C i r c u i t and p e t i t i o n s f o r w r i t of c e r t i o r a r i were 
recently denied by the Supreme Court of the United 
States. Order Nos. 436 e_t seq., are now on appeal 
i n the United States Court of Appeals, for the 
D i s t r i c t of Columbia. The impact and l e g a l i t y of 
th i s l a t t e r series of orders w i l l not be f i n a l l y 
determined for- an i n d e f i n i t e period into the 
futu r e . 

— Warmer than normal winter and spring temperatures 
i n El Paso's market area, together with higher 
than normal p r e c i p i t a t i o n (giving rise to a v a i l ­
a b i l i t y of abundant supplies of very low-cost 
hydroelectric power) and the start-up of new 
nuclear-power f a c i l i t i e s , have greatly diminished 
t o t a l gas demand i n El Paso's pr i n c i p a l markets. 
The p o r t i o n of such l o s t market demand occasioned 
by the start-up of nuclear-power f a c i l i t i e s i s 
permanent. 

These events, occurrences and orders have had a s i g n i f i c a n t , 

adverse impact on El Paso's a b i l i t y to market the gas committed to i t 

under gas purchase agreements. During January through A p r i l , 1986, 

El Paso sales averaged only 1.5 Bcf/day. By comparison, El Paso's sales 

i n 1985 were approximately 2.45 Bcf/day. Gas available to El Paso for 

purchase under e x i s t i n g gas purchase agreements during 1986 i s approxi­

mately 3.5 Bcf/day. 



El Paso has continued to exercise due diligence i n i t s e f f o r t s 

to overcome the consequences of these adverse events. Among other 

things, El Paso has: 

— On A p r i l 1, 1986, extended i t s Spot Market Release 
Gas Program to sellers i n the San Juan Basin i n 
order to provide them alternate market opportuni­
t i e s using El Paso as an open access transporter. 
This program i s now available to a l l sellers of 
NGPA gas to El Paso. 

On May 9, 1986, f i l e d an application with the FERC 
to secure appropriate blanket abandonment and 
c e r t i f i c a t e authorizations so that sellers of a l l 
vintages of gas might have access to the natural 
gas spot market through El Paso's open access 
transportation system. 

— Participated i n every FERC and CPUC proceeding 
a f f e c t i n g , or p o t e n t i a l l y a f f e c t i n g , El Paso's 
market and operation to seek modifications or 
re j e c t i o n of regulatory changes which preclude 
El Paso from performing under i t s gas purchase 
agreements. 

On February 28, 1986, f i l e d a PGA reduction of 
38.74c per MMBtu. 

Filed an Offer of Settlement i n Docket No. RP86-45 
to seek FERC approval of El Paso's open access 
t a r i f f and rates. 

El Paso pledges i t s continuing e f f o r t s to pursue every reason­

able opportunity to protect and expand the market which i t has t r a d i t i o n ­

a l l y provided f o r s e l l e r s to the El Paso system, and to remedy the force 

majeure events herein noticed with a l l reasonable dispatch. Every e f f o r t 

w i l l be made to provide alternate market opportunities for a l l sellers 

during t h i s period of time when El Paso i s excused from performance of 

take obligations i n c e r t a i n of i t s gas purchase agreements. In p a r t i c u ­

l a r , any s e l l e r desiring to obtain a release from i t s commitment to 



El Paso, whether permanent or temporary, t o t a l or p a r t i a l , w i l l _ be 

granted expeditious consideration. 

I I I . 

This Notice s h a l l further serve to n o t i f y those sellers whose 

contracts w i t h El Paso. (1) cover any nonswing gas supplies (as defined 

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

cisable at t h i s time, that El Paso, acting i n good f a i t h and i n accor­

dance with prudent business practices, has determined that i t s gas supply 

and market demand environment indicates a downward change i n the value to 

El Paso of a l l such nonswing gas f o r which the current price exceeds 

$1.50 per MMBtu, in c l u s i v e of "state severance taxes" (as defined i n NGPA 

§ 110(c)) and any other applicable adjustments or add-ons. Accordingly, 

El Paso hereby n o t i f i e s those s e l l e r s of i t s decision to change the price 

or prices otherwise payable f o r 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 s h a l l 

become e f f e c t i v e for a l l sales of nonswing gas from and af t e r June 1, 

1986, and, subject to the terms and provisions of such contracts, s h a l l 

continue u n t i l f u r t h e r notice from El Paso. 

IV. 

El Paso sincerely hopes that a l l i t s sellers understand that 

the measures described herein are necessary and reasonable responses to 

the p r e v a i l i n g conditions. El Paso urges a l l i t s sellers whose gas 
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cannot and w i l l not be taken under the current, operating and^ market 

conditions to a v a i l themselves of maximum p a r t i c i p a t i o n i n El Paso's 

ongoing Spot Market Release Program. El Paso further asks that a l l i t s 

sellers support El Paso's requested broadening of the Program to include 

NGA gas. 

I n the event you have any questions concerning the implementa­

t i o n of the purchasing practices described herein, you may c a l l El Paso's 

Gas Purchases Department at (915)541-5408. 

Very t r u l y yours, 





FIFTH JUDICIAL DISTRICT COURT 

COUNTY OF LEA 

STATE OF NEW MEXICO 

DOYLE HARTMAN, an i n d i v i d u a l , 

P l a i n t i f f , 

vs. 

EL PASO NATURAL GAS COMPANY, 
a Delaware c o r p o r a t i o n , 

Defendan t . 

PERMANENT INJUNCTION 

I n h i s C o m p l a i n t , as amended, P l a i n t i f f sough t mone ta ry 

damages caused by D e f e n d a n t ' s pas t b r e a c h o f t h e r a t a b l e t a k e 

c l a u s e s o f c e r t a i n n a t u r a l gas purchase c o n t r a c t s . P l a i n t i f f 

a l so sought i n j u n c t i v e r e l i e f t o p r e v e n t D e f e n d a n t ' s b r e a c h o f 

such r a t a b l e take c lauses i n the f u t u r e . 

Dur ing t h e d i s c o v e r y phase o f t h i s case , the p a r t i e s en tered 

i n t o a S t i p u l a t i o n and Agreement Governing Undisputed Cont rac t 

Coverage which i d e n t i f i e s t h e c o n t r a c t s and w e l l s a t i s s u e i n 

t h i s p r o c e e d i n g ( t h e C o n t r a c t S t i p u l a t i o n ) . A copy o f t h e 

Con t rac t S t i p u l a t i o n i s a t t ached he re to as E x h i b i t " A . " F u r t h e r , 

c u r i n g the d i s c o v e r y phase o f t h i s case, the p a r t i e s entered i n t o 

a S t i p u l a t i o n Governing C o n t r a c t Clauses w h i c h i d e n t i f i e s f i v e 

( 5 ) p a r t i c u l a r r a t a b l e take clauses a t issue and i d e n t i f i e s the 

v a r i o u s c o n t r a c t s c o n t a i n i n g each such c l a u s e ( t h e " C o n t r a c t 

'67 K?; 24 •' ? n ? 

No. CV-86-369(J) 

HARTMAN EXHIBIT 26 



Clause S t i p u l a t i o n " ) . A copy of t he Con t rac t Clause S t i p u l a t i o n 

was i n t roduc e d a t t r i a l o f t h i s mat te r as P l a i n t i f f ' s E x h i b i t 75 

and i s a t tached here to as E x h i b i t " B . " 

F u r t h e r , d u r i n g t h e d i s c o v e r y phase o f t h i s c a s e , t h e 

p a r t i e s e n t e r e d i n t o a S t i p u l a t i o n Concerning Discovery M a t t e r s , 

t he Status o f C e r t a i n Claims and E s t a b l i s h i n g C e r t a i n Schedules 

i n t h i s L i t i g a t i o n — one aspect o f which governs the procedures 

and mechanics o f P l a i n t i f f ' s c l a i m f o r i n j u n c t i v e r e l i e f ( t h e 

" I n j u n c t i o n S t i p u l a t i o n " ) . A copy of the I n j u n c t i o n S t i p u l a t i o n 

i s a t t a c h e d h e r e t o as E x h i b i t " C . " Pa r ag raph 3 ( B ) ( 6 ) o f t h e 

I n j u n c t i o n S t i p u l a t i o n p rov ides as f o l l o w s : 

I n j u n c t i v e R e l i e f . I n l i e u o f s e e k i n g f u t u r e 

damages, P l a i n t i f f w i l l request e n t r y o f an i n j u n c t i v e 

order r e q u i r i n g D e f e n d a n t t o honor t h e c o n t r a c t s f o r 

t h e r e m a i n i n g t e rm t h e r e o f . D e f e n d a n t ma in t a ins t h e 

r i g h t t o c o n t e s t whether a b r e a c h has o c c u r r e d j u s t i ­

f y i n g the e n t r y o f such order and f u r t h e r ma in ta ins t he 

r i g h t t o a s s e r t on appeal t h e a p p l i c a b i l i t y o f a l l i t s 

asser ted defenses . Defendant does not concede t h a t t he 

g r a n t i n g o f an i n j u n c t i o n would no t cause i t u n r e a s o n ­

able h a r d s h i p , nor does Defendant concede t h a t g r a n t i n g 

an i n j u n c t i o n would n o t v i o l a t e p u b l i c p o l i c y . 

D e f e n d a n t , a c c o r d i n g l y , r e s e r v e s t h e r i g h t to a s se r t 

these ma t t e r s as a defense t o g r a n t i n g an i n j u n c t i o n . 

D e f e n d a n t w i l l n o t , h o w e v e r , a s s e r t a t t r i a l or on 

appeal t h a t P l a i n t i f f has an adequate remedy a t l a w i n 

t h e f o r m o f monetary damages nor w i l l Defendant a s s e r t 
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t h a t a permanent i n j u n c t i o n s h o u l d n o t issue because 

P l a i n t i f f w i l l no t be i r r e p a r a b l y i n j u r e d . Defendan t 

s h a l l n o t be p r e c l u d e d f r o m p r e s e n t i n g a request f o r 

r e l i e f because o f f u t u r e e v e n t s w h i c h a r e g rounds t o 

m o d i f y any i n j u n c t i o n which may be i s s u e d . 

On December 1 , 1986, j u r y t r i a l commenced on t h e damage 

p o r t i o n o f P l a i n t i f f ' s C o m p l a i n t , as amended. On December 19, 

1986, the j u r y r e t u r n e d i t s v e r d i c t i n f a v o r of P l a i n t i f f i n t h e 

amount o f Two M i l l i o n One Hundred F i f t y - t h r e e thousand D o l l a r s 

( $ 2 , 1 5 3 , 0 0 0 ) i n compensa to ry damage and One M i l l i o n E i g h t y 

thousand D o l l a r s ($1,080,000) i n p u n i t i v e damages. 

I n l i g h t o f t h e j u r y v e r d i c t and i n c o n s i d e r a t i o n o f t h e 

I n j u n c t i o n S t i p u l a t i o n between the p a r t i e s , the Court requested 

the p a r t i e s t o s u b m i t a summary o f t h e i r r e s p e c t i v e p o s i t i o n s 

r e l a t i v e t o i n j u n c t i v e r e l i e f , and s u p p o r t i n g a u t h o r i t i e s 

t h e r e f o r . 

The C o u r t , h a v i n g c o n s i d e r e d the a d d i t i o n a l t e n d e r e d 

evidence of D e f e n d a n t and t h e o b j e c t i o n s o f P l a i n t i f f t o such 

t e n d e r , and t h e C o u r t c o n s i d e r i n g such t e n d e r as i f i t were 

evidence i n t h i s mat te r and c o n s i d e r i n g t h e argument and a u t h o r i ­

t i e s o f t h e p a r t i e s on the issue o f i n j u n c t i v e r e l i e f , f i n d s and 

concludes as f o l l o w s : 

FINDINGS OF FACT 

1 . P l a i n t i f f Doyle Hartman i s an i n d i v i d u a l who i s a 

r e s i d e n t o f the S ta te o f Texas and who i s a u t h o r i z e d t o do and i s 

doing business i n the State o f New Mexico . 

2 . D e f e n d a n t E l Paso N a t u r a l " Gas Company i s a Delaware 

_"5 _ 



c o r p o r a t i o n , the p r i n c i p a l place of business of which i s in the 

S t a t e of Texas and which i s a u t h o r i z e d to do and i s doing 

business in the State of New Mexico. 

3. P l a i n t i f f engages i n t h e b u s i n e s s o f e x p l o r i n g f o r , 

p r o d u c i n g and s e l l i n g n a t u r a l gas i n t h e S t a t e o f New Mexico, 

p r i n c i p a l l y i n Lea and Eddy Count ies , New Mexico . P l a i n t i f f owns 

i n t e r e s t s i n s e v e r a l n a t u r a l gas p r o p e r t i e s i n Lea and Eddy 

Coun t i e s , New Mexico , t he p r o d u c t i o n f rom which i s t o be s o l d a t 

t he w e l l h e a d , pursuan t t o w r i t t e n n a t u r a l gas purchase c o n t r a c t s . 

4 . Defendant engages i n the business o f pu rchas ing n a t u r a l 

gas a t t h e w e l l h e a d as w e l l as a t t h e t a i l g a t e o f c e r t a i n 

process ing p l a n t s i n t h e S t a t e o f New Mexico and t r a n s p o r t i n g 

most of such gas f o r r e sa le ou t s ide of the Sta te o f New Mexico . 

5. P l a i n t i f f owns i n t e r e s t s i n and o p e r a t e s s e v e r a l 

n a t u r a l gas p r o p e r t i e s i n Lea and Eddy Count ies , New Mexico , the 

p r o d u c t i o n of w h i c h i s s o l d t o D e f e n d a n t , p u r s u a n t t o c e r t a i n 

n a t u r a l gas purchase c o n t r a c t s . C e r t a i n of such c o n t r a c t s r e l a t e 

t o t h e s a l e o f gas f r o m n a t u r a l gas w e l l s ( " d r y g a s " ) , w h i l e 

o t h e r s r e l a t e t o t h e s a l e o f cas inghead gas produced f rom o i l 

w e l l s ( " o i l - w e l l casinghead g a s " ) , and o t h e r s r e l a t e t o t h e s a l e 

o f c a s inghead gas f r o m gas w e l l s completed i n o i l pools ("cas-

w e i l casinghead g a s " ) , as d e f i n e d by t h e r u l e s and r e g u l a t i o n s o f 

t h e O i l C o n s e r v a t i o n D i v i s i o n o f t h e Depar tmen t of Energy and 

Mine ra l s of t h e S ta te of New Mexico. 

6. As t h e p r e s i d i n g judge i n the t r i a l of t h i s case tc a 

j u r y , t h e C o u r t has hea rd a l l r e l e v a n t and m a t e r i a l e v i d e n c e 

p r e s e n t e d on the i ssues r a i s e d , i n c l u d i n g the issues i n v o l v e d i n 



the requested injunctive r e l i e f . 

7. The Court has examined the I n j u n c t i o n S t i p u l a t i o n 

between the p a r t i e s and finds that the terms of such S t i p u l a t i o n 

have eliminated c e r t a i n issues from t h i s injunction proceeding. 

8. The I n j u n c t i o n S t i p u l a t i o n p r o v i d e s t h a t Defendant 

maintains the r i g h t t o contest whether a breach ( o f c o n t r a c t ) has 

occurred. ( I n j u n c t i o n S t i p u l a t i o n , paragraph 3 ( B ) ( 6 ) a t p. 6 ) . 

The C o u r t , on t h e b a s i s of the j u r y v e r d i c t , as w e l l as i t s own 

examination of the evidence a t t r i a l , f i n d s t h a t Defendant has i n 

f a c t breached the r a t a b l e take clauses of the c o n t r a c t s a t issue 

and, on t h e b a s i s of Defendant's s t a t e m e n t s and p u r c h a s i n g 

p o l i c i e s , has threatened to continue such conduct i n the f u t u r e . 

9. The I n j u n c t i o n S t i p u l a t i o n p r o v i d e s t h a t Defendant 

m a i n t a i n s t h e r i g h t t o a s s e r t t h a t the g r a n t i n g of such i n j u n c ­

t i o n would cause i t unreasonable h a r d s h i p . The C o u r t , h a v i n g 

p r e v i o u s l y c o n s i d e r e d Defendant's h a r d s h i p c l a i m s and h a v i n g 

considered t h e evidence at t r i a l , f i n d s t h a t Defendant w i l l n o t 

s u f f e r unreasonable h a r d s h i p as a r e s u l t o f t h i s permanent 

i n j u n c t i o n . 

10. The I n j u n c t i o n S t i p u l a t i o n p r o v i d e s t h a t Defendant 

maintains the r i g h t t o assert t h a t the g r a n t i n g of an i n j u n c t i o n 

would v i o l a t e p u b l i c p o l i c y . The C o u r t , h a v i n g p r e v i o u s l y 

considered Defendant's p u b l i c p o l i c y claims and having considered 

the e vidence presented at t r i a l , f i n d s t h a t p u b i i c p o l i c y i s not 

v i o l a t e d , but i s r a t h e r f o s t e r e d and enhanced, by the issuance of 
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t h i s permanent i n j u n c t i o n . 

1 1 . D e f e n d a n t has s t i p u l a t e d and the Court f i n d s , based on 

t h e evidence p re sen t ed , t h a t P l a i n t i f f has no adequate remedy a t 

law w i t h r e s p e c t t o the Defendant ' s p o t e n t i a l breach o f c o n t r a c t 

i n the f u t u r e . 

12. D e f e n d a n t has s t i p u l a t e d and t h e C o u r t f i n d s , based 

f u r t h e r on t h e ev idence p r e s e n t e d , t h a t P l a i n t i f f w i l l be 

i r r e p a r a b l y i n j u r e d u n l e s s a permanent i n j u n c t i o n i s i s s u e d 

h e r e i n . 

13. W i t h r e s p e c t t o the Type 1 Ratable Take Clause ( i l l u s ­

t r a t e d i n E x h i b i t A t o P l a i n t i f f ' s E x h i b i t B , a t t a c h e d h e r e t o ) , 

D e f e n d a n t i s o b l i g a t e d t o take P l a i n t i f f ' s gas r a t a b l y w i t h t h e 

maximum p r o d u c t i o n f rom any a l l o c a t i o n u n i t ( i n c l u d i n g o i l - w e l l 

c a s i n g h e a d , g a s - w e l l c a s i n g h e a d , and d ry-gas a l l o c a t i o n u n i t s ) 

connected t o D e f e n d a n t ' s system i n Lea C o u n t y , and t o pay f o r 

such gas a t the p r i c e s s p e c i f i e d i n the c o n t r a c t s : 

A. R a t a b i l i t y , f o r pu rposes o f t h i s c l a u s e , means 

t h a t Defendant i s o b l i g a t e d to take P l a i n t i f f ' s p ro ra ted gas 

p r o p o r t i o n a t e l y as measured by d e l i v e r a b i l i t y , up t o 

a l l o w a b l e l i m i t s , as compared to the maximum p r o d u c t i o n f rom 

any a l l o c a t i o n u n i t connected t o i t s sys tem i n Lea C o u n t y . 

" A l l o w a b l e l i m i t s " w i t h i n the meaning of t h i s r a t a b l e take 

p r o v i s i o n i n c l u d e s t h e p r o v i s i o n s o f t h e New Mexico O i l 

C o n s e r v a t i o n D i v i s i o n ' s Genera l Rules and Regula t ions f o r 

the P ro ra t ed Gas Pools of New Mexico f o r mon th ly a l l o w a b l e s 

and f o r s h u t - i n o f w e l l s due t c o v e r p r o d u c t i o n . 
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B. Under t h i s c l a u s e , Defendant i s obligated to 

take P l a i n t i f f ' s non-prorated gas ( i . e . , gas from marginal 

wel ls or from wells in non-prorated pools) at f u l l d e l i v e r a ­

b i l i t y . 

C. For purposes o f t h i s c l ause a l l o c a t i o n u n i t 

means b o t h a gas w e l l a l l o c a t i o n u n i t and an o i l w e l l 

a l l o c a t i o n u n i t . A l l o c a t i o n u n i t s are the same as p r o r a t i o n 

un i t s . 

D. R a t a b i l i t y i s t o be de te rmined and balanced 

w i t h i n two months of t he e n t r y of t h i s Order and t h e r e a f t e r 

on a month- to-month b a s i s . 

14. W i t h r e s p e c t t o the Type 2 Ratable Take Clause ( i l l u s ­

t r a t e d i n E x h i b i t B t o P l a i n t i f f ' s E x h i b i t B, a t t a c h e d h e r e t o ) , 

D e f e n d a n t i s o b l i g a t e d t o take P l a i n t i f f ' s gas r a t a b l y w i t h the 

maximum p r o d u c t i o n f r o m any "gas w e l l " (as d e f i n e d by t h e New 

Mexico O i l Conserva t ion D i v i s i o n ) connected to d e f e n d a n t ' s system 

i n Lea County, and t o pay f o r such gas a t t he p r i c e s s p e c i f i e d i n 

the c o n t r a c t s : 

A. R a t a b i l i t y , f o r purposes o f t h i s c l a u s e , means 

t h a t Defendant i s o b l i g a t e d t o take P l a i n t i f f ' s p ro ra t ed gas 

p r o p o r t i o n a t e l y as measured by d e l i v e r a b i l i t y , up t o 

a l l o w a b l e l i m i t s , as compared t o t h e maximum p r o d u c t i o n f r o m 

any gas w e l l ( i n c l u d i n g g a s - w e l l cas inghead and d ry gas) 

connected t o i t s system i n Lea C o u n t y . " A l l o w a b l e l i m i t s " 

s h a l l encompass t h e p r o v i s i o n s o f the New Mexico O i l 

Conserva t ion D i v i s i o n ' s Gene ra l Ru les and R e g u l a t i o n s f o r 

t h e P r o r a t e d Gas Pools o f New Mexico f o r month ly a l l o w a b l e s 
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and f o r s h u t - i n o f w e l l s due t o o v e r p r o d u c t i o n . 

B. Under t h i s c l a u s e , Defendant i s o b l i g a t e d t o 

t a k e P l a i n t i f f ' s n o n - p r o r a t e d gas ( i . e . , gas from marg ina l 

w e l l s or f rom w e l l s i n non-prora ted poo l s ) a t f u l l d e l i v e r a ­

b i l i t y . 

C. R a t a b i l i t y i s t o be de t e rmined and balanced 

w i t h i n two months a f t e r t he e n t r y o f t h i s Order and t h e r e ­

a f t e r on a month- to-month b a s i s . 

15. With r e spec t t o the Type 3 Ratable Take Clause ( i l l u s ­

t r a t e d i n E x h i b i t C t o P l a i n t i f f ' s E x h i b i t B, a t tached h e r e t o ) , 

Defendant i s o b l i g a t e d t o take P l a i n t i f f ' s gas r a t a b l y w i t h t h e 

maximum p r o d u c t i o n of gas from any gas w e l l completed i n the same 

r e s e r v o i r , whether such o ther w e l l s are connected to D e f e n d a n t ' s 

system or t o the system of another purchaser , and t o pay f o r such 

gas a t the p r i c e s s p e c i f i e d i n t h e c o n t r a c t s : 

A. R a t a b i l i t y , f o r purposes o f t h i s c l a u s e , means 

t h a t Defendant i s o b l i g a t e d t o take P l a i n t i f f ' s p ro ra t ed gas 

p r o p o r t i o n a t e l y as measured by d e l i v e r a b i l i t y , up t o 

a l l o w a b l e l i m i t s , as compared t o t h e maximum p r o d u c t i o n o f 

gas f r o m any gas w e l l comple t ed i n t h e same r e s e r v o i r . 

" A l l o w a b l e l i m i t s " s h a l l encompass t h e p r o v i s i o n s o f the New 

Mexico O i l C o n s e r v a t i o n D i v i s i o n ' s Gene ra l Rules and 

R e g u l a t i o n s f o r t h e P r o r a t e d Gas Poo l s c f New Mexico f o r 

m o n t h l y a l l o w a b l e s and f o r s h u t - i n o f w e l l s due t o ove r -

prod u c t i o n . 

B. Under t h i s c l a u s e , Defendant i s o b l i g a t e d to 

t ake P l a i n t i f f ' s n o n - p r o r a t e d gas ( i . e . , gas f rom marg ina l 
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wells or from wel ls in non-prorated pools) at f u l l d e l i v e r a ­

b i l i t y . 

C. R a t a b i l i t y under t h i s c l a u s e i s t o be 

examined i n c o m p a r i s o n t o any w e l l c o m p l e t e d i n t h e same 

r e s e r v o i r , r e g a r d l e s s o f whether Defendan t or some o the r 

e n t i t y i s the purchaser t h e r e o f and r e g a r d l e s s o f whe the r 

such w e l l i s connec ted t o D e f e n d a n t ' s system or t o t h e 

system o f another purchaser . 

D. R a t a b i l i t y i s t o be de te rmined and balanced 

w i t h i n two months a f t e r the e n t r y o f t h i s Order and t h e r e ­

a f t e r on a month- to-month b a s i s . 

16. With r espec t t o the Type 4 Ratable Take Clause ( i l l u s ­

t r a t e d i n E x h i b i t D t o P l a i n t i f f ' s E x h i b i t B, a t tached h e r e t o ) , 

Defendant i s o b l i g a t e d t o t a k e and pay f o r P l a i n t i f f ' s gas as 

f o l l o w s : 

A. I n t h e same p r o p o r t i o n t h a t Defendant i s purchasing 

the a l l o w a b l e l i m i t s f r o m any o t h e r gas w e l l c o m p l e t e d i n 

the same f i e l d or r e s e r v o i r , i t i s o b l i g a t e d t o purchase the 

a l l o w a b l e l i m i t s f r o m P l a i n t i f f ' s p r o r a t e d gas w e l l s . 

" A l l o w a b l e l i m i t s " s h a l l encompass the p r o v i s i o n s o f the New 

Mexico O i l C o n s e r v a t i o n D i v i s i o n ' s G e n e r a l Rules and 

Regula t ions f o r Prorated Gas Pools of New Mexico f o r m o n t h l y 

a l l o w a b l e s and f o r s h u t - i n of w e l l s due t o o v e r p r o d u c t i o n . 

B. Under t h i s c l a u s e , Defendant i s o b l i g a t e d to 

purchase P l a i n t i f f ' s n o n - p r o r a t e d gas ( i . e . , gas produced 

f r o m m a r g i n a l w e l l s or w e l l s i n non-pro ra ted pools) a t f u l l 

d e l i v e r a b i l i t y . 
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C. R a t a b i l i t y , under t h i s c l a u s e i s t o be 

determined and balanced w i t h i n two months a f t e r t h e e n t r y o f 

t h i s Order and t h e r e a f t e r on a month-to-month b a s i s . 

17. The Type 5 Ratable Take Clause ( i l l u s t r a t e d i n E x h i b i t 

E t o P l a i n t i f f ' s E x h i b i t B, a t tached he re to ) i s n o t , i n f a c t , a 

r a t a b l e t ake c l a u s e , bu t i n s t ead o b l i g a t e s Defendant t o t a k e a l l 

o f P l a i n t i f f ' s gas under the des ignated c o n t r a c t s . For purposes 

of t h i s c l a u s e , Defendant i s o b l i g a t e d t o purchase a l l o f t h e gas 

under t h e r e f e r e n c e d c o n t r a c t s , up to a l l o w a b l e l i m i t s . " A l l o w ­

able l i m i t s " s h a l l encompass the p r o v i s i o n s o f the New Mexico O i l 

C o n s e r v a t i o n D i v i s i o n ' s Genera l Rules and R e g u l a t i o n s f o r the 

Prora ted Gas Pools of New Mexico f o r m o n t h l y a l l o w a b l e s and f o r 

s h u t - i n w e l l s due t o o v e r p r o d u c t i o n . 

18. On t h e ba s i s of t h e e v i d e n c e p r e s e n t e d a t t r i a l , t h e 

a l l o w a b l e l i m i t s des ignated by r e g u l a t o r y a u t h o r i t y f o r p r o r a t e d 

pools (which a l l o w a b l e l i m i t s a f f e c t D e f e n d a n t ' s r a t a b l e t a k e 

o b l i g a t i o n s under the Cont rac t s ) are i n whole or p a r t , a f u n c t i o n 

o f the p r i o r purchas ing p r a c t i c e s o f t he Defendant . As such , t h e 

a l l o w a b l e l i m i t s are t o t a l l y w i t h i n the d i s c r e t i o n and c o n t r o l o f 

Defendant and t h e r e f o r e s u b j e c t t o m a n i p u l a t i o n by D e f e n d a n t , 

p a r t i c u l a r l y w i t h i n those pools where Defendant i s the dominant 

purchaser , such as the Ja lmat P o o l . D e f e n d a n t , by r e d u c i n g o r 

e l i m i n a t i n g i t s purchases from the Jalmat Pool or f rom a l l of Lea 

County, w i l l e f f e c t i v e l y d i m i n i s h or reduce t o zero t h e m o n t h l y 

a l l o w a b l e s and the reby a f f e c t the a l l o w a b l e l i m i t s a p p l i c a b l e t o 

P l a i n t i f f ' s p r o r a t e d w e l l s . 
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19. On t h e b a s i s of evidence presented a t t r i a l , Defendant 

has manipula ted t h e nominat ion and p r o r a t i o n system o f t h e S t a t e 

o f New Mexico a n d , a c c o r d i n g l y , has m a n i p u l a t e d the m o n t h l y 

a l l o w a b l e s w h i c h d i r e c t l y a f f e c t t h e a l l o w a b l e l i m i t s and t h e 

d e t e r m i n a t i o n o f r a t a b l e take o b l i g a t i o n s under the Contrac ts a t 

i s s ue. 

20. The emergence o f t h e s o - c a l l e d " spo t m a r k e t " and 

Defendan t ' s p r a c t i c e of s u b m i t t i n g j o i n t nominat ions f o r b o t h E l 

Paso N a t u r a l Gas and E l Paso Gas M a r k e t i n g Company, w i t h o u t 

d e s i g n a t i o n o f t he purchases t o be made by e i t h e r such company, 

t o g e t h e r w i t h D e f e n d a n t ' s m a n i p u l a t i o n o f t h e n o m i n a t i o n and 

p r o r a t i o n s y s t e m , l e a d t h e C o u r t t o b e l i e v e t h a t t h e m o n t h l y 

a l l o w a b l e s r e s u l t i n g f r o m such sys tem have q u e s t i o n a b l e r e l i ­

a b i l i t y as a bas i s f o r de t e rmin ing t h e l i m i t a t i o n on D e f e n d a n t ' s 

r a t a b l e take o b l i g a t i o n s under the Cont rac t s a t i s s u e . 

2 1 . R a t a b l e t a k e p r o v i s i o n s a re d e s i g n e d t o p r o t e c t two 

i n t e r e s t s o f P l a i n t i f f . F i r s t , where the r a t a b l e take o b l i g a ­

t i o n s a r e l i m i t e d t o a r e s e r v o i r , a p r i n c i p a l purpose o f t h e 

c l a u s e i s t o p r o t e c t a g a i n s t t he dra inage of F l a i n t i f f ' s gas by 

o t h e r p r o d u c e r s i n t h e same r e s e r v o i r . Second, r a t a b l e t a k e 

c lauses are designed to insure t h a t each producer w i t h i n the same 

r e s e r v o i r or w i t h i n the area covered by such a c lause i s a b l e t o 

p roduce and s e l l h i s p r o p o r t i o n a t e share o f t h e gas i n t h e 

r e s e r v o i r i n v o l v e d . 

22. I n Sou theas t New M e x i c o , D e f e n d a n t has i n t h e p a s t 

taken and contemplates t a k i n g i n the f u t u r e , f u l l d e l i v e r a b i l i t y 

o f n a t u r a l gas produced f r o m o i l w e l l s ( " o i l - w e l l c a s i n g h e a d 
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gas" ) and n a t u r a l gas produced f r o m gas w e l l s l o c a t e d i n o i l 

p o o l s ( " g a s - w e l l c a s inghead gas") up t o t h e a l l o w a b l e l i m i t s 

e s t a b l i s h e d by S e c t i o n G, ( O i l P r o r a t i o n and A l l o c a t i o n ) o f t he 

New Mexico O i l C o n s e r v a t i o n D i v i s i o n ' s Ru les and R e g u l a t i o n s . 

For t h e b u l k o f such casinghead gas the OCD, t h r o u g h Rules 505 , 

506 and the s p e c i a l pool r u l e s f o r t he J a l m a t and Eumont P o o l s , 

has e s t a b l i s h e d an a l l o w a b l e l i m i t of 800 mcf per day per 40-acre 

a l l o c a t i o n u n i t on p r o d u c t i o n f rom such casinghead w e l l s . 

23. As a g e n e r a l r u l e , i n t he p r o r a t e d gas p o o l s i n 

S o u t h e a s t New M e x i c o , i n c l u d i n g J a l m a t and Eumont gas p o o l s , 

n a t u r a l gas p roduced f r o m o i l w e l l s i s p roduced f rom the same 

common source of supp ly as d r y gas p roduced by P l a i n t i f f under 

the c o n t r a c t s a t issue i n t h i s case. 

24. Defendant has engaged i n d i s c r i m i n a t o r y and p r e f e r e n ­

t i a l m a r k e t i n g p r a c t i c e s i n an e f f o r t t o f a v o r i t s a f f i l i a t e 

p roduce r s . 

25. D e f e n d a n t has v i o l a t e d and breached i t s du ty t o ac t i n 

good f a i t h and t o observe reasonable commercial s tandards o f f a i r 

d e a l i n g , thus d e s t r o y i n g or i n j u r i n g P l a i n t i f f ' s r i g h t t o r e c e i v e 

t h e f u l l f r u i t s o f these c o n t r a c t s . 

26. D e f e n d a n t ' s d i s c r i m i n a t o r y and p r e f e r e n t i a l purchasing 

and m a r k e t i n g p r a c t i c e s a re i n v i o l a t i o n and b r e a c h o f t h e 

c o n t r a c t s . 

27. D e f e n d a n t ' s v i o l a t i o n and breach of the c o n t r a c t s , i t s 

f a i l u r e t o nominate i n good f a i t h and t o t a k e s u f f i c i e n t q u a n ­

t i t i e s of gas f rom the pools i n which the w e l l s are l o c a t e d so as 

t o f u l f i l l t he terms o f t he cont rac ts" , and i t s d i s c r i m i n a t o r y and 
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p r e f e r e n t i a l p r a c t i c e s are in bad f a i t h or in wanton disregard of 

P l a i n t i f f ' s contrac tua l r i g h t s . 

28. Defendan t ' s s ta tements and purchasing p o l i c i e s i n d i c a t e 

t h a t a s u b s t a n t i a l p o r t i o n o f P l a i n t i f f ' s h i s t o r i c a l d a i l y -

p r o d u c i n g volumes may n o t be r e t u r n e d t o p r o d u c t i o n f o r an 

i n d e f i n i t e p e r i o d o f t i m e . 

29. Defendan t ' s o b l i g a t i o n t o per form under these c o n t r a c t s 

extends f o r s e v e r a l more yea r s . 

30. I f t h e s e b reaches c o n t i n u e , P l a i n t i f f w i l l be i r r e p ­

a r a b l y ha rmed . A p p r o x i m a t e l y n i n e t y - t w o p e r c e n t (92%) o f 

P l a i n t i f f ' s gas p r o d u c t i o n i s s u b j e c t t o h i s c o n t r a c t s w i t h 

Defendant . N i n e t y - f i v e p e r c e n t (95%) o f P l a i n t i f f ' s income i s 

de r i ved f rom Lea County. Due t o Defendant ' s s h u t - i n o f h i s w e l l s 

and r e d u c t i o n i n h i s r e v e n u e s , P l a i n t i f f has n o t been a b l e t o 

a c q u i r e new r e se rves , or develop leases owned by him and s u b j e c t 

t o t he c o n t r a c t s . Because of D e f e n d a n t ' s ongo ing b r e a c h o f i t s 

c o n t r a c t s w i t h h i m , P l a i n t i f f w i l l cont inue to s u f f e r a subs tan­

t i a l l o s s of revenue, i n h i b i t i n g h i s p r e s e n t and f u t u r e a b i l i t y 

t o e x p l o r e f o r , produce and s e l l n a t u r a l gas. 

3 1 . Defendan t ' s ne t w o r t h , as of December 3 1 , 1985, was one 

b i l l i o n s i x t y - n i n e m i l l i o n two hundred f i f t y - e i g h t t housand 

d o l l a r s (SI ,069 ,258 ,000 ) . 

32. Defendan t ' s ne t o p e r a t i n g earnings f o r i t s gas p i p e l i n e 

o p e r a t i o n s i n 1985 were t h r e e hundred f i f t y - n i n e m i l l i o n s i x 

hundred t w e n t y - t h r e e thousand d o l l a r s ($359 ,623 ,000) . 

33. D e f e n d a n t ' s n e t w o r t h , as o f June 30 , 1986 , was one 
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b i l l i o n one hundred forty m i l l i o n three hundred thousand d o l l a r s 

($1 ,140,300,000) . 

34 . Defendant ' s net o p e r a t i n g earnings f o r i t s gas p i p e l i n e 

o p e r a t i o n s f o r the f i r s t t h r e e - q u a r t e r s of 1986 were two h u n d r e d 

t h i r t y - f i v e m i l l i o n f i v e hundred f i f t y - s i x t housand d o l l a r s 

( $ 2 3 5 , 5 5 6 , 0 0 0 ) . 

35. T h i s Permanent I n j u n c t i o n does n o t impose an undue 

bu rden on t h e Cour t w i t h r e s p e c t t o m o n i t o r i n g D e f e n d a n t ' s 

c o m p l i a n c e h e r e w i t h , b u t r a t h e r p r o v i d e s t h e C o u r t w i t h an 

o b j e c t i v e a s c e r t a i n a b l e s tandard by which t o moni tor D e f e n d a n t ' s 

conduc t . 

CONCLUSIONS OF LAW 

1 . T h i s Cour t has j u r i s d i c t i o n over t h e p a r t i e s and the 

s u b j e c t ma t te r o f t h i s a c t i o n . 

2 . Venue i s proper i n t h i s Cour t . 

3. Defendan t ' s de fenses o f f e d e r a l d u t y , f o r c e m a j e u r e , 

c o m m e r c i a l i m p r a c t i c a b i l i t y or f r u s t r a t i o n o f pu rpose , p u b l i c 

p o l i c y , s t a t e r e g u l a t i o n and r e g u l a t i o n o f f l o w do n o t excuse i t s 

f a i l u r e t o p e r f o r m f u l l y under t he cas inghead and gas w e l l 

c o n t r a c t s . 

4 . Defendant p r e s e n t l y i s no t f u l l y p e r f o r m i n g under these 

c o n t r a c t s and has c l e a r l y and u n e q u i v o c a l l y e x p r e s s e d i t s 

i n t e n t i o n not t o per form f u l l y i n the fo reseeab le f u t u r e . 

5. D e f e n d a n t ' s f a i l u r e t o p e r f o r m f u l l y under t h e s e 

c o n t r a c t s s u b s t a n t i a l l y i m p a i r s the value o f these c o n t r a c t s t o 

P l a i n t i f f . 

6. Because D e f e n d a n t c o n t i n u e s t o b r e a c h i t s c o n t r a c t s 
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with P l a i n t i f f , P l a i n t i f f has no adequate remedy at law. 

A. Defendan t ' s breach o f i t s c o n t r a c t s w i t h P l a i n t i f f 

i s o f a c o n t i n u o u s n a t u r e , between the same p a r t i e s , and 

i n v o l v i n g t h e same i s s u e s o f l a w and f a c t , t h e c o n s t a n t 

r e c u r r e n c e o f wh ich r e n d e r s a remedy a t l aw i n a d e q u a t e , 

except by a m u l t i p l i c i t y o f l a w s u i t s . 

B. P l a i n t i f f ' s b u s i n e s s o f e x p l o r i n g f o r , producing 

and s e l l i n g n a t u r a l gas w i l l be i r r e p a r a b l y i n j u r e d i f 

D e f e n d a n t c o n t i n u e s t o breach i t s c o n t r a c t s w i t h P l a i n t i f f . 

I f P l a i n t i f f were r e q u i r e d c o n t i n u o u s l y t o seek an award o f 

damages, the measurement o f which i s d i f f i c u l t t o a s c e r t a i n , 

a damage award would come t o o l a t e t o save h i s bus iness . 

7 . The w e i g h i n g o f t h e e q u i t i e s suppor ts the issuance o f 

an i n j u n c t i o n i n P l a i n t i f f ' s f a v o r . 

A. P l a i n t i f f w i l l e x p e r i e n c e more h a r d s h i p i f t h e 

i n j u n c t i o n i s d e n i e d t h a n D e f e n d a n t w i l l s u f f e r i f t h e 

i n j u n c t i o n i s p e r m i t t e d . 

B. D e f e n d a n t has a c t e d i n bad f a i t h or i n wanton 

d i s r e g a r d o f P l a i n t i f f ' s c o n t r a c t u a l r i g h t s , engag ing i n 

d i s c r i m i n a t o r y and p r e f e r e n t i a l m a r k e t i n g and purchas ing 

p r a c t i c e s and i n the m a n i p u l a t i o n o f n o m i n a t i o n and p r o r a ­

t i o n s c h e d u l i n g by i t s f a i l u r e under the Cont rac t s t o take 

gas i n good f a i t h ; e q u i t y d i c t a t e s t h a t f a i r n e s s , j u s t i c e 

and r i g h t d e a l i n g s h o u l d domina t e a l l commercial t r a n s a c ­

t i o n s and p r a c t i c e s . 

8. P u b l i c p o l i c y and c o n s i d e r a t i o n o f t h e r e l a t i v e 

h a r d s h i p t o the p a r t i e s weigh i n f a v o r o f g r a n t i n g t h i s permanent 
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i n j unction. 

9. T h i s Permanent I n j u n c t i o n does n o t impose an undue 

bu rden on t h e C o u r t w i t h r e s p e c t t o m o n i t o r i n g D e f e n d a n t ' s 

c o m p l i a n c e h e r e w i t h , b u t r a t h e r p r o v i d e s t h e C o u r t w i t h an 

o b j e c t i v e a s c e r t a i n a b l e s tandard by which t o moni to r D e f e n d a n t ' s 

conduc t . 

10. P l a i n t i f f i s e n t i t l e d t o a permanent i n j u n c t i o n , 

c o m p e l l i n g D e f e n d a n t ' s p e r f o r m a n c e under t h e t e r m s o f t h e 

c o n t r a c t s as f o l l o w s : 

A. Dry Gas w e l l s - P u r s u a n t t o a l l c o n t r a c t s , 

D e f e n d a n t must pay f o r such gas a t t h e c o n t r a c t p r i c e 

s p e c i f i e d i n t h e c o n t r a c t s and must t a k e P l a i n t i f f ' s gas 

f r o m e x i s t i n g and f u t u r e w e l l s d r i l l e d on p r o p e r t i e s owned 

by P l a i n t i f f and s u b j e c t t o such c o n t r a c t s , i n t h e maximum 

p r o p o r t i o n o f d e l i v e r a b i l i t y t h a t gas i s b e i n g p roduced 

w i t h i n t he terms o f t h e a p p l i c a b l e r a t a b l e t a k e p r o v i s i o n s 

( F i n d i n g s Nos. 1 3 - 1 7 ) . The " t a k e s " o f gas s h a l l be as 

f o l l o w s : 

1 . M a r g i n a l and Non M a r g i n a l W e l l s i n Pools P r e s e n t l y 

C l a s s i f i e d as Prora ted . 

a. De fendan t s h a l l t a k e a t a l l t imes i f made a v a i l ­

a b l e by P l a i n t i f f , each w e l l ' s p r o p o r t i o n a t e 

p r o d u c i n g a b i l i t y ( d e l i v e r a b i l i t y ) , as d e f i n e d i n 

10A above, w i t h t h e o n l y a c c e p t a b l e reasons f o r 

w e l l s h u t - i n s b e i n g : 

( 1 . ) An o r d e r or d i r e c t i v e o f the New Mexico O i l 

C o n s e r v a t i o n D i v i s i o n r e q u i r i n g s h u t - i n o f 
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p r o d u c t i o n f o r p r o r a t e d gas w e l l s , because of 

p r o d u c t i o n i n excess o f a l l o w a b l e l i m i t s 

( o v e r p r o d u c t i o n ) , i f any, p r e s c r i b e d by the 

D i v i s i o n ' s General Rules and R e g u l a t i o n s f o r 

the Prora ted Gas Pools of New Mexico. 

( 2 . ) Emergency or reasonably necessary s h o r t - t e r m 

p l a n t r e p a i r s or l i n e maintenance. 

( 3 . ) I n the event a p ro ra t ed p o o l , f o r any r ea son 

becomes n o n - p r o r a t e d , or p r o r a t i o n i s 

suspended f o r any p e r i o d o f t i m e , then d u r i n g 

such t ime Defendant ' s r e q u i r e d takes s h a l l be 

based on the p r o v i s i o n s o f 10A. t h r o u g h 10A 

l . a . d . ) and ( 2 . ) above. 

Defendant s h a l l r ece ive a c r e d i t a g a i n s t c r y gas 

t akes f r o m non m a r g i n a l w e l l s i n pools p r e s e n t l y 

c l a s s i f i e d as p r o r a t e d f o r the j u r y award o f 

S2, 1 53 ,000 i n compensatory damage. The amount of 

t h i s c r e d i t s h a l l be computed based on the r a t i o 

of the g r o s s a l l o w a b l e underages accumulated at 

the t i m e o f t r i a l ( t o the e x t e n t s u b s e q u e n t l y 

t a k e n by D e f e n d a n t ) t o the g r c s s volume o f gas 

u t i l i z e d i n computing the non - r a t ab l e take carnages 

sought by P l a i n t i f f a t t r i a l , such r a t i o b e i n g 

m u l t i p l i e d t imes the j u r y award f o r compensa to ry 

damages. This c r e d i t should be g iven t o Defendant 

at the t ime of i t s payment o f the j u r y v e r d i c t . 
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2. Wells in Pools Present ly C l a s s i f i e d as Non-Prorated -As 

to the South Empire S ta te w e l l which i s l oca ted i n 

Empire-Morrow South, a non-prorated pool , or any other 

a p p l i c a b l e non-prorated w e l l , Defendant s h a l l take the 

same volume of gas on a monthly b a s i s from that well as 

the maximum gas taken from any other wel l in such pool , 

regardless of whether such other w e l l i s connected to 

D e f e n d a n t ' s ga ther ing system or to the system of 

another purchaser . 

3. P l a i n t i f f w i l l be r e s p o n s i b l e f o r t h e d e t e r m i n a t i o n 

under 10A above , o f t h e maximum gas b e i n g p roduced 

w i t h i n t h e t e rms o f t h e a p p l i c a b l e r a t a b l e t a k e 

p r o v i s i o n s (F ind ings Nos. 1 3 - 1 7 ) , and such d e t e r m i n a ­

t i o n s h a l l be s u b j e c t t o review by t h i s C o u r t . 

B. Casinghead W e l l s - D e f e n d a n t s h a l l take and pay 

c o n t r a c t p r i c e f o r a l l gas produced by casinghead we l l s and 

by gas w e l l s i n o i l p o o l s , up t o a l l o w a b l e l i m i t s f o r 

c a s i n g h e a d gas as d e f i n e d under Sec t i on G of t he New Mexico 

O i l C o n s e r v a t i o n D i v i s i o n ' s C i l P r o r a t i o n and A l l o c a t i o n 

Rules and R e g u l a t i o n s as w e l l as the D i v i s i o n ' s a p p l i c a b l e 

s p e c i a l p o o l r u l e s . These r e q u i r e d " t a k e s " and payments 

s h a l l a l s o i n c l u d e any f u t u r e w e l l s d r i l l e d on p r o p e r t i e s 

owned by P l a i n t i f f and s u b j e c t t o such c o n t r a c t s . (A l i s t 

o f t h e a p p l i c a b l e e x i s t i n g we l l s i s a t t ached as an e x h i b i t 

t o the P a r t i a l Summary Judgment on O i l and Gas W e l l C a s i n g ­

head C o n t r a c t s , and i s i n c o r p o r a t e d h e r e i n by r e f e r e n c e . ) 
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C. Defendant must exercise good fa i th in the manner 

in which i t performs under t h i s Injunct ion Order, taking 

into cons iderat ion the terms of the c o n t r a c t s , pr ior 

performance under such c o n t r a c t s , and the requirements of 

th is Order. 

LARRY JOHNSON 

LAWRENCE H. JOHNSON 
DISTRICT JUDGE 
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3. Defendant identifies i t s Gas Purchase Contracts by a 

numbering systes consisting of four digits or three digits ar.d one 

letter. 

4. Natural gas produced or producible from the wells de­

scribed its Exhibit "A" i s subject to the terras and conditions of the Gas 

Purchase Agreements identified on Exhibit "A" by Defendant's contract 

number. Such wells have been identified by Plaintiff as being wells as 

to which Plaintiff alleges that Defendant is liable to Plaintiff for 

damages due to alleged nonratable tcking. 

5. Natural gas produced or producible froa the wells de­

scribed in Exhibit "B" is subject to the terns and conditions of the Gas 

Purchase Agreements identified or Exhibit "B" by Defendant's contract 

number. Such wells have been identified by Plaintiff as being wells as 

to which Plaintiff alleges that Defendant is liable to Plaintiff for 

damages due to alleged failure to pay contract prices. 

6. Natural gas produced er producible from the veils de­

scribed in Exhibit "C" is subject to the terms and conditions of the Gas 

Purchase Agree-ents identified cr. Inhibit "C" by Defendant's contract 

-.•j-b^r. ?2_ir.;i;f has :.c: .illerec ;ry darages i.^r past norp«;ri-*rmancr on 

»"-.". , iuzr. :J.-.~-7~-~ZS -.-.IJ ';c ij^jr.-: -J-C:"1 J- j-nrii it. 

this case, insofar as they cover wells operated by Plaintiff. 
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E::Mbit MA" 

Veils For -'hich Damages r.ive Seen 
•Claimed for Alleged Non-Hata'cle Taking 

Meter No. Well Name Contract Code Pool 

53-034 Ccoper State ?2 6025, 605? Jalmat 
56-G5S P h i l l i p s Coldston ifl 5106 1/ Jalmat 
58-1B3 E l P*so Pritchard Fed #1 634B " Jalmat 
5S-212 Maralo State r l 6077 Jalmat 
55-223 Sane- Fe Federal #1 6054 Jalmat 
58-230 Custer State #1 6108 Jalmat 
58-235 J.K. Rector #1 6135 Eumont Yates 
58-260 BB i S Bates tl 6076 Jalmat 
58-270 Fluor Harrison tl 5044 Jalmat 
58-271 Federal Jalmat Com #1 6066, 6133 Jalmat 
58-344 North Shore Woolvorth #5 6065 Jalmat 
58-353 E l Paso Wells Federal #1 6054, 6C66 Jalmat 
5E-372 Samedan Hughes Federal #1 6100 1/ Jalmat 
58-395 Souch Empire State #1 875E " Ecpire Horrov 
58-459 W. E. King s3 6037 Jalmat 
55-492 Bates ?3 6CT6 Jalmat 
58-504 Late-Thomas #3 6075 Jalmat 
58-511 Late-Thomas tl 6075 Jalmat 
58-512 Husky Woolvorth #1 6065 Jalmat 
58-522 B. M. J u s t i s #10 6076 Jalmat 
58-540 Shell State #5 606H Jalmat 
58-553 E l l e n Veir #1 853G Eumont l a t e s 
58-561 Munn Harrison #1 6087 Jalmat 
58-564 Justis Christmas Gas V tl 6076 Jalmat 
58-581 Langlie J a l Federal #1 8658 1/ Jalmat 
58-593 Otis L. Jones tl 6037 " Jalmat 
58-630 Munn Harrison B #1 6150 Jalmat 
58-638 Toby #3 6073 Jalmat 
58-646 Byrom Williams #1 8199 Eumont Yates 
58-655 Woolvorth #1 6068 Jalmat 
58-662 State A 20 #4 6147 Eumont Yates 
56-667 Courtland Myers #9 6087 Jalmat 
58-687 Langlie A #3 6108 Jalmat 

"58-656 Woolvorth N. S. #6 6C65 Jalmat 
5S-698 Wells E-5 il 6066 Jalmat 

1/ The part i t a Jjr«e, for the purposes cf t r i a l , that this i s the 
cprictc cu:::ract covraze for thi s v e i l . This contract vnc 

- - ZZ7. ir—Jdc ry 2 ti IT.CJ.:.' effective 2= JZ April . , £cre rr r : i = 

• - -
r i " ' i " - - -* —. —--z z. z i , r.cvi^'ir > e::ecut-c: " l l ; - . cr 
r.tiff reserves the right to asser t, at a l a t e r date, i f che 

ci r c umstances warrant, that another contract covers P l a i n t i f f ' s 
inte rest in the v e i l . 



Meter No. Contract Cade Pool 

56-TC-6 Leji.1 -5 6068 Jaime t 
53-715 Lsr.ic.rord 92 6116 Jclmat 
55-::e lTir.ningr.uii ?S 6087 Jal=£t 
58-732 Veils Federal #15 6066 Jalmat 
56-736 E. J . Wells *16 6066 Jalmat 
5S-745 Veils Federal r l ; 6066 Jalmat 
58-754 Veils Federal s18 6066 Jalmat 
58-757 Wells Federal #19 6066 Jalmat 
58-759 V. H. Kir.g *4 6037 Jalmat 
58-771 Olsen-Blinebry si 6087 Jalmat 
58-772 Holt-Mexico State Com #1 6015 Jalmat 
58-776 E. E. Jack #5 6069 Jalmat 
58-779 H. S. Record #9 6131 Jalmat 
58-782 Carlson-Harrison Fed. Com #4 6066 Jalmat 
58-790 Carlson-Harrison Fed. Coc #5 2/ 796B, 1/ 6054 Jalmat 
60-186 Olsen-Blinebry #1 6087 Jalmat 
60-213 Mattie James #1 6087 Jalmat 
60-226 Emery Kir.g SW #1 6087 Jalmat 
60-227 Emery King SE #1 6088 Jalmat 
60-257 Lankford ? i CS 6118 Jalmat 
60-270 Otis L. Jones #1 • 6037 Jalmat 
60-299 E. E. Jack #1 6069 Jalmat 
60-405 B. A. Christmas #2 6C67 Jalmat 
60-437 Late Thomas »1 6075 Jalmat 
60-544 Hodge #2 6068 Jalmat 
60-555 Courtland Meyers #2 CS 6087 Jalmat 
60-559 State A 20 #1 6147 Eumont rates 
60-666 Wells Fftderal tl 6066 Jalmat 
60-705 Wells Federal #4 6066 Jalmat 
60-781 E. J. Wells #13 6066 Jalmat 
60-813 Cooper .G SW/4 #1 6087 Jalmat 
60-862 Carlson Harrison Federal i Com 1 6066 Jalmat 
60-874 Annie Myers B #2 6087 Jalmat 
60-936 Wells Federal #2 6066 Jalmat 
60-945 El l i o t B6 #1 CS 6099 Eumont Tates 
60-949 Weils Federal #3 6066 Jalmat 
60-951 Crosby ifl 6099 Euaant Yates 

1/ The parties agree, for the purposes of t r i a l , that this i s the 
appropriate contract coverage for this well. This contract vas 
terminated by Defendant effective as cf April 1, 19S6. Some parties 
in privity to Plaintiff, huvever, have txecuitc rollover contracts. 
Plaintiff reserves the right tu assert, at a - l i t e r cate, i f the 
circums z J-ciS v-rr". r, th.it another ccr:::c: covers Pl-iir.tiff' s 
:r.: = re.it i-„ zh= v e i l . 

2/ This well is located on a 200-acre spacing ur.it. Contract Ko. 6054 
covers 80 acres of this unit. Contract Ko. 7S6B covered anoter 80 
;>cr = s - : this ur.it arV the r^nair.ir.c 40 acr-»s -rira-'r::;**-. 



Meter No. Veil Name Contract Coce Pool 

60-981 H. T. Mattern #1 6099 Eumont Yates 
61-064 Veils Federal * 11 6066 Jaiaat 
61-104 Annie Myers B #3 YT 6067 Jalmat 
61-284 Emery King NV #4 6087 Jalmat 
61-711 Cooper State #1 6025, 605V Jalmat 
61-880 Etr tl 6150 Jalmat 

\* - — » _ 

61-976 
61-999 
68-249 

Cooper B »3 
Highland State #1 3/ 
Vinningham #9 ~ 

6087 
618B, 6077 

6087 

Jalmtt 
Jalmat 
Jalmat 

2/ This weil i s located on a 120-acre spacing unit. Contract No. 6077 
covers SO acres of this u n i t and Contract No. 618B covers the 
remaining 40 acres of the u n i t . 



Exhibit HB" 

Veils For Which Price Claims 
Have Been Made 

Meter No. Vei l Nase Contract Code Pool 

58-060 
58-233 
58-358 
58-400 
58-747 
58-773 
58-789 
58-BOi 
58-802 
61-773 
61-808 
61-827 
61-850 
61-861 
61-862 
61-895 
61-905 
64-041 
64-053 
64-U3 
64-146 
iS-059 

Justis State #1 and #2 
Odessa Langlie #1 
Terra-Carlson Federal f l 
Terra-Carlson B Federal f l 
D. B. Bores #3, 4 CPD 
Carlson Federal #4 
Carlson Federal #5 
Citgo "LM" State #1 
Citgo "AS" #2, #3 
Citgo "SE" State #1 
Citgo LM State #2 
Citgo SE State #2 
Cities Thomas #3 
Adele JSovell f l 
Fovler State #1 
Adele Sovell #2 
Fowler State t l 
Wells #12. #13 
State U.T.P. #1. 2 Battery 
E. C. Winters #2 
Gregory A #8 
S»sry Harrises #1 

775A 1/ 
740C " 
6054 
6054 
6126 
6067 
6067 
6025 
6025 
6025 
6025 
6025 
6026 
6026 
6059 
6026 
6059 
4059 
4060 
4083 
4185 

Langlie-Mattix 
Langlie-Mattix 
Langlie-Mattix 
Langlie-Mattix 
Eunice South 
Langlie-Mattix 
Langlie-Mattix 
Langlie-Mattix 
Langlie-Mattix 
Eunice South 
Langlie-Mattix 
Eunice South 
Langlie-Mattix 
Langlie-Mattix 
Langlie-Mattix 
Langlie-Mattix 
Langlie-Mattix 
Langlie-Mattix 
Rhodes Oil 
Jalmat Oil 
Langlie-Mattix 
Laeglic Katcl* 

66-064 
68-065 
68-075 
68-116 
68-132 
68-142 
68-182 
68-183 
.68-247 
68-251 
68-258 

Etr #2 
Gulf Eddie Corrigan f l , #2 
Moore State f l 
R. H. Huston #2 #3 
R. H. Huston, Jr. #4 
Etz #3, #4 
Cutman f l 
Cutman f2 
B. K. Justis #12 
Janda J #5 
Gregory B #2 

5094 1/ 
5105 1/ 
5137 
5173 
5173 
5094 1/ 
5313 " 
5313 
4127 
4100 
6087 

Jalaat Oil 
Langlie-Mattix 
Eumont Oil 
Eunice Monument 
Eunice Monument 
Jalmat Oil 
Eumont Oil 
Eumont Oil 
Jalmat Oil 
Jalmat Oil 
Rhodes Oil 

27 The parries agree, for the purposes of t r i a l , that this i s the 
appropriate contract coverage for t"is well. This contract was 
terminated by Defendant effective as of April 1, 1986. Scene parties 
in privity to Plaintiff, however, have executed rollover contracts. 
P l a i n t i f f reserves the right tc assert, at a later date, i f the 
circcmstar.ces warrant, that another contract covers Plaintiff's 
interest in the wall. 



Exhibit C 

Wells On Which So Damages Have Been Claimed 

Gas 
Meter No. Well Name Contract Code JI21 
56-142 Wilson State 11 634B DC 
58-207 J.V. Cooper 18 6087 DG 
60-188 Weils B-5 #1 6066 DG 
60-189 H.S. Record Unit #1 6131 DG 
60-737 B.M. Justis A f l 6076 DG 
60-760 Winningham f l 6067 DG 
60-770 Cooper B #2 6087 DC 
60-811 Van Zandt f l 6087 DG 
60-969 Carlson Fed'l f2 6067 CHG 
60-984 Carlson Fed'l f3 6067 CHC 
61-114 Langlie A State #2Y 6108 DG 
61-989 Boren 6 Greer Gas Unit #2 6126 DG 
63-499 R. 0. Gregory #13 4115 CHG 
63-538 Eaton f l , #5, f7 4185 CHG 
63-708 Farnsvorth 4 #1-5, #7-14 4533 CEC 
63-763 Myers B #3 4533 CHG 
63-778 Gregory C #2 3 QN 4700 CHC 
63-878 Carlson Federal f l , 2 4115 CHG 
63-921 Eaton SW f8, #9, #10, #11 4185 CHG 
63-986 Eaton #12 4185 CHG 
64-141 Cooper B #5 4185 CHG 
68-001 Cities Thomas f l 5014 CHG 
68-006 S.R. Cooper f2, f3, f4 4991 CHG 
68-010 S.R. Cooper A f l , A #2 4991 CHG 
68-044 Cities-Cone #1 5081 CHG 
68-048 Cities Thomas #4 5078 CHG 
68-066 J.W. Cooper f7 5100 CHG 
68-067 Eaton B Acct 1 f l 5040 CHG 
68-068 Eaton NW fl4-17 5040 CHG 
68-128 Gregory B f l 5085 CHG 
68-231 Farnsworth Fed'l f l 730K CHG 
68-232 Cities Thomas f2, f5 5014 CHG 
"63-550 Eaton SV #3, #4 4185 CHG 
63-499 R.O. Gregory A #5 4115 CHG 
60-524 E.C. Winters #1 6032 DG 
60-243 W.H. King #1 6037 DC 
68-243 Carlson Harrison Fed'l Com #2 6066 DG 
60-736 Bates #1 * 6076 DG 



F I F T H JUDICIAL DISTRICT COURT 

COUNTY OF LEA 

STATE OF NEW MEXICO 

DOYLE HARTMAN, 

P l a i n t i f f , 

v*. 

EL PASO NATURAL GAS COMPANY, 
a Delaware corporation, 

No. CV 86-369-J 

Defendant. 

STIPULATION AND AGREEMENT 
GOVERNING CONTRACT CLAUSES 

The parties, by and through their attorneys of record, 

desire to enter into a Stipulation and Agreement that i t i s 

undisputed that certain Gas Purchase Contracts at issue herein 

contain certain types of ratable take clauses and certain type 

of regulation of flow clauses. 

IT IS THEREFORE STIPULATED AND AGREED AS FOLLOWS: 

1. The contracts listed on Exhibit A contain a Type 1 

ratable take clause. 

2. The contracts listed on Exhibit B contain a Type 2 

ratable take clause. 

3. The contracts listed on Exhibit C contain Type 3 

ratable take clause. 

4. The contract listed on Exhibit D contains a Type <J 

ratable take clause. . 



5. The contracts l i s t e d on Exhibit E contain a Type 5 

ratable take clause and were the subject of later l e t t e r 

amendments. 

6. The contracts l i s t e d on Exhibit F have a Type 1 

Regulation of Flow clause. 

7. The contracts l i s t e d on Exhibit G have a Type 2 

Regulation of Flow clause. 

8. The contracts l i s t e d on Exhibit H have a Type 3 

Regulation of Flow clause. 

9. The contracts l i s t e d on Exhibit I have a Type 4 

Regulation of Flow clause. 

10. The contracts l i s t e d on Exhibit J have a Type S 

Regulation of Flow clause. 

11. The contracts l i s t e d on Exhibit K have a Type 6 

Regulation of Flow clause. 

FOR PLAINTIFF: FOR DEFENDANT: 

ATWOOD, MALONE, MANN MONTGOMERY & ANDREWS, P.A. 
£ TURNER, P.A. 

Sarah M. Singleton 
Post Office Box 2307 
Santa Fe, New Mexico 

87504-2307 

DATED: 
7 

STIPULATION AND AGREEMENT 
GOVERNING 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 i t s system in jthe 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 pressure 
of six hundred pounds (6001) per square inch gauge, whichever i s 
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 
the reof. 

The following contracts contain type 1 ratable take clause: 

6025 1/ 6075 1/ 
6026 6076 

1/ 

6032 6077 
6037 6087 
>054 

1/ 6088 
6059 1/ 6100 
6065 6108 
6067 6118 
6068 6131 
6069 1/ 6133 
6071 1/ 6135 

1/ 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_sas we 11. connected to i t s system in the Lea 
County, New Mexico,- area based upon the formula as set out in 
Subsections ( i ) through ( v i i ) of Section 1 of this Article I I I , 
the a b i l i t y 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. 

The following contracts contain a Type 2 ratable take clause: 

6066 
6099 
6126 
6147 

A-



EXHIBIT C 

TYPE 3 RATABLE TAKE CLAUSE 

Section 3. Buyer agrees that i t s takes of gas from S e l l e r ' s 
wells w i l l be at least ratable with the production of cas from 
wells belonging tp_ others and completed in the same reservoir in 
which S e l l e r ' 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 i s ratable 
s h a l l be in accordance with the applicable rules and regulations 
established by duly constituted governmental authorities having 
j u r i s d i c t i o n 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 
634B 
740C 
653G 
875E 
618B 
779A 
8199 
8658 , . 
796B 

vo 

The ratable take clause in this contract has s l i g h t l y 
different language, but the parties agree that the 
differences are immaterial for purposes of this 
l i t i g a t i o n . 



EXHIBIT D 

TYPE 4 RATABLE TAKE CLAUSE 

B. Zt Is expressly understood and agreed that El Paso undertakes 
no obligation to purchase gas solely from Western in the Permian 
"Basin area, or to purchase at a l l times Western's f u l l allowable 
production of gas well gas. El Paso does agree, however, that in 
each fi e l d or pool in'the Permian Basin area where i t purchases 
gas from Western under the provisions of this contract i t wi l l 
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 in such field or pool. Further, El Paso agrees to use 
every reasonable 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 s e l l 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 for 
whether or not taken, from Western's acreage in such field or 
pool shall be determined by mutual agreement between El 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 A ratable take clause: 

6150 

1 



EXHIBIT E 

TYPE 5 RATABLE TAKE CLAUSE 

Section 1. Subject to the.other provisions hereof, Se l l er agrees 
Jto s e l l and deliver- to Buyer and Buvec agrees to purchase and 
receive from S e l l e r a l l of the casinghead gas produced from the 
lands described in Exhibit "A" hereto. 

Section 2. During temporary periods when casinghead gas 
avai lable hereunder, together with casinghead gas avai lable to 
Buyer from others for processing in the plant , exceeds the tota l 
capacity of Buyer's f a c i l i t i e s for taxing and processing such 
casinghead gas. Buyer s h a l l be obligated to take only that 
portion of the casinghead gas from the properties covered hereby 
which i s ratable with i t s takes of such other casinghead gas. 

AMENDMENT TO CONTRACT 

A r t i c l e I , Definit ion!; , a. Casinghead Gas sha l l be amended by 
deleting therefor the "words". '. . o i l wel 1 s. .. . " and adding 
thereto the words ". ,. . o i l or gas v e i l s . . '. " 

The following contracts contain a Type 5 ratable take clause and 
the above amendment: 

5044 
5106 



EXHIBIT r 

TYPE 1 REGULATION OF FLOW CLAUSE 

. Regulations • 

Buyer shall have the 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 
6037 
6054 
6065 
6073 
6076 
6077 

6087 
608e 
6067 
6100 
6118 
6131 



EXHIBIT C 

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 
market i s 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 concerned. 

The following contracts contain this type of Regulation of Flow 
clause: 

6025 
6032 
6068 
6069 
6071 

6075 
6108 
6135 
6133 
6145 



EXIIZDZT H 

TYPE 3 REGULATION OF FLOW CLAUSE 

Regula tion 

Buyer shall have she right to regulate the flow of gas insofar as 
•the fluctuating demand of Buyer's market is concerned, such 
regulation 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 
manipulation or operation by Buyer of Seller's well valves or 
other equipment of Seller. Seller shall be in exclusive charge 
of i t s 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 i t s opinion would injure the reservoir or cause waste. 

The following contract contain this type of Regulation of Flow 
clause: 

6059 



EXHIBIT I 

TYPE 4 REGULATION OF FLOW CLAUSE 

Regulation of Flow 

—Buyer shall have the right to regulate'the flow of gas at each 
delivery point to meet i t s 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 
6099 

6126 
6147 



EXHIBIT J 

TYPE 5 REGULATION OF FLOW CLAUSE 

— Regulation of Flow 

Buyer shall have the right at any and a l l times to regulate the 
flow of gas at the delivery points hereunder to meet i t s 
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: 

608H 
730K 
853G 



EXHIBIT K 

TYPE 6 REGULATION OF FLOW CLAUSE 

— Regulation of Flow 
» * 

Buyer, at i t s sole r i s k , shall have the right at any and a l l 
times to regulate the flow of gas at the delivery points 
hereunder to meet i t s fluctuating demands, subject, however, to 
S e l l e r ' 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 s h a l l , as to any marginal 
well requiring continuous production because of water and/or 
l i q u i d hydrocarbon accumulations in the well bore, cooperate with 
S e l l e r 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: 

618B 87SE . 
634B 819? 
740C 8658 
77SA 

sms;39 2 



FIPTH JUDICIAL DISTRICT COURT 

OONTY OF LEA 

STATE OP HEW KEXICO 

—«̂ DOYLE BARTKAH, an indiv idual , 

P l a i n t i f f , 

v s . 

EL PASO NATURAL GAS COMPANY, 
a Delaware corporation, 

Defendant. 

STIPULATION OP TEE PARTIES CONCERNING 
;CERTAIN DISCOVERY MATTERS, THE STATUS 

OP CERTAIN CLAIMS AND ESTABLISHING 
CERTAIN SCHEDULES IN THIS LITIGATION 

The p a r t i e s , through t h e i r undersigned counsel, have met and 

reached a j r e e i n e n t concern ing c e r t a i n d i s c o v e r y m a t t e r s , t h e 

s t a tu s o f c e r t a i n c l a i m s , e s t a b l i s h i n g c e r t a i n s c h e d u l e s , and 

regard ing o ther issues and matters re levant to t h i s l i t i g a t i o n . 

I t i s express ly understood t h a t p l a i n t i f f concurs i n t h i s 

S t i p u l a t i o n based upon h i s under s t and ing t h a t he v i l l be per ­

m i t t e d t o proceed t o t r i a l o f t he ma t t e r s s p e c i f i e d h e r e i n on 

November 1 7 , 1986. I t i s f u r t h e r e x p r e s s l y ' u n d e r s t o o d t h a t 

defendant concurs i n a November 17 , 1986, t r i a l o f t h e m a t t e r s 

s p e c i f i e d h e r e i n on the assumption t h a t p l a i n t i f f w i l l abide by 

the c o n d i t i o n s and schedules contained he r e i n . This S t i p u l a t i o n 

i s e x p r e s s l y c o n d i t i o n e d upon such unders tandings and upon 

EXHIBIT C 

IN THt DISTRICT COURT OF LEA COUNTY 
t t f . tO?Nt* Mtiic* 

FILED IN OPEN COURT ^ 
WoST _O'CLOCK /^-M 

DtSTRlCT'JUbCE 

No. CV 86-569 J 



approval of this Stipulation by the Court. P&«tf>onenent &£ the * 

t r i a l for reaiont not foreseen and beyond the control of the 

.arties shall not void the other provisions of this Stipulation. 

The parties stipulate and agree as follows: 

1. Dismissal of Certain Claims Without Prejudice. 

P l a i n t i f f s h a l l dismiss without prejudice Counts I I 

(Bconomic Coercion) and V (Violation of the Nev Mexico A n t i t r u s t 

Act ) of h i s F i r s t Amended V e r i f i e d Complaint as v e i l as h i s 

claims regarding the Contracts Governing Non-Bartman Operated 

P r o p e r t i e s , and claims regarding the computation and payment for 

the Btu content of gas sold under contract to EPNG. P l a i n t i f f 

may r e f i l e such claims at a l a t e r date v i t h the understanding 

that defendant does not vaive any defenses . i t may have to those 

laims; provided, however, that defendant v i l l not assert in such 

subsequent l i t i g a t i o n that the above-noted c la ims are barred 

because they were dismissed without prejudice and not l i t iga ted 

in th i s proceeding. P l a i n t i f f may u t i l i z e therein a l l documents 

d i scovered i n t h i s l i t i g a t i o n , inc luding but not l imited to 

documents produced by defendant pursuant to the Court ' s Order 

Denying Defendant's fcotion for Reconsideration dated October 1, 

1986. -To the extent p l a i n t i f f j o i n s with other p l a i n t i f f s on 

such c l a i m s , p l a i n t i f f s h a l l not be e n t i t l e d to u t i l i z e any 

documents froa th i s cai.se without court order. Further , defendant 

s t i p u l a t e s t h a t i t w i l l not seek d i scovery of p l a i n t i f f ' s 

non-business assets or finances, including those of h i s spouse, 

i n t h i s l i t i g a t i o n , except defendant retains the right to seek 

such discovery i f relevant to the issuance"of injunct ive r e l i e f . 



2 . . Defendant 1* Penal Motions. 

Defendan t s h a l l con t en t t o the e n t r y of a c o u r t o rde r 

1 opt ing t h i t S t i p u l a t i o n as disposing o f Defendan t ' s M o t i o n t o 

Vaca te T r i a l S e t t i n g and Mot ion f o r Sanct ions f o r f a i l u r e t o 

Comply w i t h D i s c o v e r y Orde r . By agreeing t o t h i s S t i p u l a t i o n 

p _ l a i n t t f f does no t agree t o the,, accuracy or v a l i d i t y o f 

de fendan t ' s mot ions . Xt i s expressly represented t h a t d e f e n d a n t 

concurs i n the t r i a l of Counts I , I I I and IV of the F i r s t Amended 

V e r i f i e d Compla in t as scheduled on November 17, 1986, on t h e 

c o n d i t i o n t h a t p l a i n t i f f abides by the schedules s p e c i f i e d 

h e r e i n . Defendant f u r t h e r represents tha t i t p r e s e n t l y knows o f 

no f a c t s which would r e s u l t i n i t s r e f i l i n g of a con t inuance 

m o t i o n . 

3 . P l a i n t i f f ' s Damage Theories and Schedules Covering 
Product ion of Documents Rela t ing Thereto. 

Recogn iz ing t h a t f u r t h e r i n f o r m a t i o n on these c l a i m s i s 

contained i n p l a i n t i f f ' s answers t o i n t e r r o g a t o r i e s , p l a i n t i f f 

i d e n r i f i e s i t s damage claims i n t h i s l i t i g a t i o n as f o l l o w s : 

A. Count I I I - Damage on Converted W e l l s . El Paso as a 

n o n - o p e r a t i n g w o r k i n g i n t e r e s t owner i n t h ree (3 ) Bar tman-

operated w e l l s t o o k the e n t i r e stream of p r o d u c t i o n t h e r e f r o m 

in to_- the spo t market and paid Bartman no cons idera t ion t h e r e f o r . 

The th ree (3) w e l l s have p r e v i o u s l y been i d e n t i f i e d as t h e E l 

Paso P r i t c h a r d Fed. f l , the Federa l Ja lmat Com. I I and the E l 

Paso W e l l s F e d e r a l # 1 . Such 6a les occur red i n t h e month o f 

A p r i l , 1986 and p o s s i b l y beyond. For the month of A p r i l , 1986, 

Kartman sustained damage of $24,067.00. Documentation f o r A p r i l , 

1986 , w i l l be p r o v i d e d t o defendant on Thursday, October 1 6 , 



1986. To the txtenv tuch ta les continued' » . - t er A p r i l 1986, ' 

documentation thereof a h a l l be provided to defendant no l a t e r 

_nan October 17, 1986. 

B * Count I - Breach of Contract* P l a i n t i f f 1 ! claim for 

damages result ing from breach of contract w i l l be as follows: 

. (1) Damages for Well Preparation C o s t s . P l a i n t i f f 

a s s e r t s q u a n t i f i a b l e damages to ta l l ing ,$135 ,000 .00 f o r prepara­

t i o n o f w e l l s i t e s i n p r e p a r a t i o n f o r d r i l l i n g , wh ich was 

d iscont inued by reason of defendant's alleged f a i l u r e t o take gas 

pursuant t o the c o n t r a c t s . A l l documents r e l a t i n g t o t h i s c l a i m , 

e x c l u s i v e o f t r i a l e x h i b i t s , s h a l l be^delivered t o defendant no 

l a t e r than October 23, 1986. 

(2) Damages f rom Los t Proved 'Developed Reserves . 

l a r t m a n opera tes app rox ima te ly 95 dry gas w e l l s on acreage 

dedicated t o E l Paso under the contracts at i s sue . W i t h r e spec t 

t o these w e l l s , Bartman w i l l c l a i m q u a n t i f i a b l e pa s t damages 

equ iva len t t o the d i f f e r e n c e between what E l Paso has t a k e n and 

what E l Paso should have taken, through the date of t r i a l , i f i t 

honored the • r a t a b l e take" provis ions of the c o n t r a c t s , times the 

c o n t r a c t p r i c e . A l l documents re la t ing tc t h i s c l a i m , exclusive 

of t r i a l e x h i b i t s , s h a l l be de l ivered to defendant no l a t e r t han 

October 27, 1986. 

(3) Damages f rom Reservoir Impairment. Bartman w i l l 

a s s e r t q u a n t i f i a b l e damages resu l t ing from r e s e r v o i r impairment 

t o c e r t a i n selected w e l l s ( i n no event more than t h i r t y (30) such 

w e l l s ) . Hartman has a l ready i d e n t i f i e d such w e l l s , but s h a l l -

p r o v i d e a f i n a l - l i s t o f such w e l l s no l a t e r t h a n October 20 , 



15 85 . P l a i n t i f f ex^.ess ly s t i p u l a t e s that J t s h a l l not seek •* 

damages nor attempt to quantify damages result ing from r e s e r v o i r 

impairment to e i t h e r the r e s e r v o i r s - i n general or as to wel l s 

which have not been ident i f i ed as above noted. A l l documents 

r e l a t i n g to t h i s c l a i m , exclus ive of t r i a l e x h i b i t s , s h a l l be-

provided to defendant no later than October 24, 1986. 

(4) Damages Regarding Casinghead Contracts ( L o s t 

Proved Developed Reserves) . P l a i n t i f f ' s claims for damages f o r 

o i l v e i l and gas well casinghead gas are stated on pages 2 , 3 , 4 

and 5 of h i s Supplemental Response to Defendant's Third Set of 

Interrogatories (1) ( a ) , (b) , (c) and ( 2 ) . P l a i n t i f f claims past 

damages for the contract price of del iverable gas that defendant 

should have t a k e n , .whether under minimum take provisions of o i l 

v e i l casinghead contracts or ratable take provisions of gas w e l l 

casinghead c o n t r a c t s . Documents r e l a t i n g to t h i s c l a i m , 

e x c l u s i v e of t r i a l e x h i b i t s , s h a l l be provided no l a t e r than 

October 27., 19 86. 

(5) P u n i t i v e Damages. P l a i n t i f f s h a l l cons ider 

I n t e r r o g a t o r y Ho. 5 of Defendant's Fourth Set of Interrogatories 

as a request for further information as' to h i s c la ims regarding 

punitive damages and sha l l fu l ly respond to such interrogatory no 

l a t e r than October 21, 1986. Otherwise, p l a i n t i f f s h a l l not be 

required to respond to Defendant's Fourth Set of Interrogator ies . 

By agreeing to t h i s S t i p u l a t i o n , p l a i n t i f f does not admit i t s 

previous answers were inadequate. 



J6V^ Injunc ve R e l i e f . ID l ieu t~ seeking future 

damages, p l a i n t i f f v i l l request entry of an i n j u n c t i v e order 

• q u i r i n g defendant t o honor the contracts f o r the remaining term 

t h e r e o f . Defendant maintains the r i g h t to con tes t whether a 

breach has occurred j u s t i f y i n g the ent ry of such order and 

f u r t h e r maintains .the r igh t to assert on appeal the a p p l i c a b i l i t y 

of a l l i t s asserted defenses. Defendant does not concede t h a t 

the g ran t ing of an i n j u n c t i o n would not cause i t unreasonable 

hardship, nor does defendant concede that granting an i n j u n c t i o n 

would not v i o l a t e pub l i c p o l i c y . Defendant, a c c o r d i n g l y , 

reserves the r i g h t to assert these matters as a defense t o 

g r a n t i n g an i n j u n c t i o n . Defendant w i l l not, however, assert at 

t r i a l or on appeal that p l a i n t i f f has an adequate remedy a t law 

£n the form of monetary damages nor v i l l defendant assert tha t a 

permanent i n j u n c t i o n should not issue because p l a i n t i f f w i l l not 

be i r r e p a r a b l y i n j u r e d . Defendant shal l not be precluded f r o a 

presenting a request f o r r e l i e f because of f u t u r e events which 

are grounds to modify any in junct ion which may be issued. 

With respect t o documents to be produced by p l a i n t i f f t o 

defendant , defendant sha l l specify in wri t ing those documents of 

which i t i s p re sen t ly aware which i t desires no l a t e r than 

October 20, 1986. Such documents w i l l then be produced by 

p l a i n t i f f no l a t e r than as noted above. With respect t o 

depos i t ions of p l a i n t i f f ' s exper ts , such experts sha l l be made 

avai lable f o r deposition during the week of October 27, 1986. 

f » m T T s n r > *r! T rt 11 



fc) Defendant v . l 'not ralte the del ite of lack of 

indispensable parties ln thit litigation. 

TED: 

CAMPBELL 6 BLACK, P.A. 

Michael B. Campbell 
William F. Carr 

Attorneys for P l a i n t i f f 

MONTGOMERY L ANDREWS, P.A, 

By /^LWJ^/I. 
Jeffrey R. Bran 
Sarah M. Single 

Attorneys for Defendant 



5; To the extent the a party relies on publi documents, or on 

the documents produced by the other party, a party can comply 

i th the schedules herein by identifying to the opposing party 

the s p e c i f i c document, i t s date and locat ion, without the 

necessity of actually producing such documents. 

6. Should e i ther -par ty determine that other documents should be 

requested, nothing herein shal l preclude either party from making 

a request f o r such documents, and such documents s h a l l be 

provided i n an expedi t ious manner. Nothing he re in s h a l l be 

construed to r e s t r i c t the parties from moving the Court as they 

may deem appropr ia te i n the event the terms of t h i s S t ipu la t ion 

are v io la t ed . This S t i p u l a t i o n does not govern the f i l i n g o f 

p r e t r i a l motions other than those spec i f i ca l ly mentioned herein. 

By agreeing to t h i s S t ipu la t ion , defendant i s not agreeing t h a t 

p l a i n t i f f ' s claims are appropriate, nor i s defendant waiving any 

defenses i t may have to p l a i n t i f f ' s claims. 

7. To -resolve issues of " rea l p a r t i e s i n i n t e r e s t " or 

"indispensable pa r t i e s , " the parties hereto s t i p u l a t e and agree 

as fo l lows: 

(a) P l a i n t i f f %?ill proceed w i t h only Doyle Bartman as a 

named p l a i n t i f f ; 

_-~(b) A l l p a r t i e s i n p r i v i t y to Mr. Bartman's con t r ac t s 

( i . e . , those i n d i v i d u a l s or e n t i t i e s t a k i n g working 

i n t e r e s t s through Mr. Bartman, or r e c i p i e n t s of 

assigned working interests from Hr. Bartman, whether or 

not paid d i r e c t l y by Bartman or El Paso) w i l l receive 

the bene f i t s of judgment i n favor of Mr. Hartman; and 

C T T O I I I . l T T f t M — P a n o R 



4V Additional Docunu .its" io be Produced by Pe. ,-ndant. 

Counsel for both parties recognize that defendant has not 

yet produced document's previously requested and that such 

non-production may-have caused plaintiff to f i l e his own motion 

to compel or for sanctions. In consideration of the terms of 

t h i s Stipulation^, p l a i n t i f f ' s counsel states that he w i l l not 

f i l e any such motion v i th respect to defendant's discovery 

* conduct preceding the date hereof with the exception that 

p la in t i f f retains the right to challenge defendant's conduct with^ 

respect to the Court's Order Denying Defendant's Motion for 

Reconsideration, entered October 1, 1986.. Defendant s h a l l 

produce the fol loving documents, i f they e x i s t , no later than 

October 17, 1986: 

A. E l Paso's l i s t of schedule of WACOG by 
pool as v e i l as i t s production schedule for 
the months of June, J u l y , August, September 
and October. 

B. Throughput f igures by month for the 
years 1980-1984 , in the form previously 
produced by defendant. 

C. Accounting entries for the Sun sett le­
ment of § 2 , 1 6 0 , 0 0 0 . 0 0 . (These documents 
shall be provided by October 24, 1986). 

The'parties further agree that they s h a l l work d i l i g e n t l y 

and in good fa i th to promptly produce addit ional requested 

documents. With respect to the deposition of defendant's 

experts , defendant s h a l l make such experts ava i lab le between 

November 3-12, 1986. 
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HOWARD OLSEN 
P.O. BOX 32279 

PHOENIX. ARIZONA 85016 

S 5 1 - 0 7 7 4 

October 13, 1987 

Mr. Harold L. Hensley, Jr. 
Attorney At Law 
P. 0. Box 10 
Roswell, IH 88201 

RE: DOYLE HARTMAN-CARLSON WELLS 

Dear Harolds 

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-Flis tory/' Inoome Expense 

Sun had operated the well for $40-$75 a month 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 note that lease operating expenses 
on two gas wells have only been $245,442. 

Carlson #4 (21 months) $181,036 
Carlson #5 (16 months) 64,406 

$245,442 

HARTMAN EXHIBIT 27 



Mr. Harold L. Hensley, Jr. -2- October 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 frcm 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, 

Howard Olsen 

HO/jb 



CARLSON #3 MSTORY/INOOML EXPENSE 

INCOME 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 Rcvd. 
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 7,039.32 

TOTAL $._!>PJLi2 1,756.40 12,745.93 7,093.32 
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Garold Bowlby Nov. 9,1987 

Howard Olsen 

Box #32279 

Phoenix, Az . 85016 

HARTMAN EXHIBIT 

Dear Howard : 

This i s t e n t a t i v e and rough as to v a r i o u s items ve may v a u l Lo 

c h a l l e n g e r e g a r d i n g Hartman's charges on the Carlson #4 & #5 w e l l s . 

We are a l s o i n c l u d i n g a copy of the Carlson #4 Poo1 •ng Order. 

CARLSON #4 

(1) 9-13-85 Ha u l i n g 300 b b l s . ( b i n e ? ) water t o Carlson ?2 - wo 

t h i n k i t was shut i n at the t i m e . 5264.60 

(2) 9-30-8 5 Chamco Equip. Co. - no s u p p o r t i n g i - v o i c e Cur 

$10,500.00 pumping u n i t . (They probably put one 

on but could never f i n d an i n v o i c e . ) 

(3) 9-30-85 Hartman b i l l e d $1840.00 D r i l l i n g Overhead under 

I n t a n g i b l e D r i l l i n g Cost. 

10-31-35 $5300.24 Producing Overhead. 

A t o t a l of $7140.24 

The c o u r t o r d e r a l l o w s $5,500.00 per month w h i l e 

d r i l l i n g . $1640.24 too much but tho S18 40.00 would 

be recouped 3 times i n s t e a d of one sin c e iL was 

charged under IDC. 

The New Mexico C o n s e r v a t i o n D i v i s i o n a l l o w $550.0u 

per month however they o n l y s t a r t c h a r g i n g us $517.10 

per month. T h i s amount has been increased every 

A p r i l 1 s t . We need f o r our a t t o r n e y s t o say i f t h i s 

i n c r e a s e i s normal and proper i n Nev Mexico. The 

Suite 216 • 2221 West Lindsey • Norman, Oklahoma 73069 • Ofc: (405• 32 1 -1898 • Res: (405) 321-2067 



( 2 ) 

o r d e r does not say t o i n c r e a s e but t h i s may he nor-ma I. 

i n the i n d u s t r y i n New Mexico. 

(4) 9-30-85 $23,455.24 Legal & R e g u l a t o r y Charge. (They are to 

m a i l us copies t h a t make up t h i s e n t r y . As of 11-9-37 

w i l l be i n m a i l t o us on 11-10-87.) 

(5) 10-31-85 $5300.24 Producing Overhead. 

$2161.91 Legal & R e g u l a t o r y . 

(Copies of charges w i l l be i n m a i l to us 11-10-8 7) 

(6) 12-31-85 $1709.53 Legal & R e g u l a t o r y - Atwood, Malone, e t c . 

Lega l r e s e a r c h Hartman v Olsen. This appears to 

be f o r r e s e a r c h because of no o p e r a t i n g agreement 

w i t h you on #2 & #3. (See #5 w e l l . ) 

(7) 2-28-86 $900.00 Legal & R e g u l a t o r y charge. A r b i t a r y b i l ' i n g 

Of A i r p l a n e expense. 

(8) 2-7-86 XL Trans. Co. Two charges of $1732.50 each to Carlson 

#3. #3 was crossed out and #4 was p e n c i l l e d i n . The 

p e r i o d s covered were 1-4-86 t h r u 1-17-86 1650 bbls 

d i s p o s a l water and 1650 b b l s 1 -19-S6 t h r u 1-27-86. 

(9) 12-31-85 Jack F l e t c h e r - C o n s u l t i n g Fee-$9705.47 (9/7 t h r u 9/28) 

(Seems h i g h f o r a 4,000 f t . w e l l ) 

CARLSON #5 

(1) 12-31-85 D. Hartman - D r i l l i n g & Producing Overhead. 

L0E $5000.00 

IDC 1049 .18 

$6049.18 

New Mexico riS'l'ttf-ti1.1 W\ D i v i s i o n allowance $4300.00 

per month w h i l e d r i l l i n g and $480.00 w h i l e p r o d u c i n g . 

$1,249.18 too mu.ch but more i m p o r t a n t the $1,049.18 

would be recouped t h r e e times s i n c e b i l l e d ns IDC 

They s t a r t c h a r g i n g us $550.00 in L0E i n s t e a d of tho 



( 3) 

$480.00 and i n c r e a s e each A p r i l 1st as noted above. 

( I t e m #3 under the Ca r l s o n #4) 

(2) 12-16-85 ANM Const. - Pad, Road, and place c e l l a r $8,198.33 f o r 

Carlson H a r r i s o n F e d e r a l #5 charged to Carlson #5 i n 

e r r o r . 

(3) 1-21-86 Joyce W i l l i s - damages t o run 2" p l a s t i c l i n e [rom 

Car l s o n #5 (Sec. 26) t o Ca r l s o n #4 (Sec. 2 2 ) . #4 

i s i n S e c t i o n #23 not 22. $400.00 charge. 

(4) 2-27-86 Gene"s Well S e r v i c e - i n v . #10224 $1343.38 shows 

Gregory #5 b i l l e d t o Carlson #5 i n e r r o r . 

(5) 12-31-85 $1709.85 Legal & R e g u l a t o r y - Atwood, Malone, e t c . 

(See C a r l s o n #4 - e x c e p t i o n #6.) 

(6) 2-28-86 Legal & R e g u l a t o r y $1,000.00 a i r p l a n e expense. 

A r b i t a r y b i l l i n g . 

( 7 ) 12-31-85 Jack F l e t c h e r - C o n s u l t i n g Fee $4024.1 8 (12/10-12 /1 °<) 

(See C a r l s o n #4 - e x c e p t i o n #9) 

Al s o , as we have discu s s e d e a r l i e r , they spent about $28,000.0 

i n September and October of 1985 f o r Transformer. Rods, Pump i n 

U n i t , e t c . on the Carlson #3 w i t h o u t n o t i f y i n g you. 

I f you need a d d i t i o n a l i n f o r m a t i o n , please a d v i s e . 

Very truly yours, 

/ 
J 

GaY^lA. Bowlbv 

GB/dwb 

Copy to T. Calder E z z e l l J r . 

H i n k l e , Cox, Eaton, C o f f i e l d , & Hensley 

RoswH1, N.M. 
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OWNER INVUICE 

47784 DOYLE h A RT M AN 

00717 CARLSON FEDERAL «4 
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"CIXIC""ELECTRIC T' ^ ' C « ENGINES A NX M.CTCR5 

SEPARATION EQ UIH f CN 
SEPARATION EyUlP^ErN-

DONNIE'S WELDING 
D#P» .GALCSr 

-' J0,5CO .CO] 

' 1 T . 0 0 
--rriP&-i5ii-/-ur 

7 , 

1 t 
-3-f 

F L dVD * S'$ N E vY'l E> U S E D / > 1S C E L L A N E 0 L S P I P I N X 2 , 2 5 5 . 1 3 NV ;: I 

TOTAL LEASE ANC WELL EQUIPMENT - ALP *•* 

LEASE TCTAL *»+ -2C3«gyrr i ! r2- -1-4 A T 

. 7 l O r / i 7 5 C 144 

4., > * * ^ 6 * W M t ^ i B < * ^ 



*?;M<&I . . _ — ~ 
SI 

JCINT OWNER INVOICE 
v 

CV.N6P 

LEASE 

47764 DCYLE HARTMAN 

00717 CARLSON F EO ER AL #4 

. . . . 
L EASE CREMATING EXPENSE 

^ 'iPAC 

CATE CC T CO ER 311> 10 

;. TNVGI CF 8516001 

' ' " • t\ 

r. ""- \ ,) 

' A'LH' 

Gfi CSS YOUR 

1 u/ 1 V i M f t ^ k t W R ^ H 1 * 1 i U N K l l i , S A L \ WAr KP 
1 Q/n*/fes|||)|Bg E R 
1 c / g a / f l ? 
1 c / 3 i / e s 

ic /05 /a 's 

1 G / l b / £ 5 

JAL UELDING 6"HACH1N 
FLGYUS PUMPING E RCL 

^LUPPV. WLLU ING tStKVTC 
VI', 

iALI WAItH DISPCSAL 
DISPCSAL 

LLN TRAGI—LAKIJK 
CGNTRACT LA KG Ft 
LLN I HAL I LABIJH 

144 .64 I 

I , V t / . C f i 

ta^PSfViELOlNGl'SERVICl^CCNTRACT LABOR 
ELOVO5 PUMPING I RCL CUNTKALI—LAH1JK 

_"5ff"".'Hi;:_ii$J" 
117 .6 n f 

FLGYDS PUMPING E. PCL 
iUUNNXt:'^ . H f e L U I N b , . , w , ,CL'N fH/ 

CONTRACT LABOR 
CLN fHAC I—LAtiUH 

T W . 2 0 ; 
/ 1 , I 9 i . 3 3 ! 

i7rrr4 coL 

TOTAL LEASE CP E P AT ING EXPENSE - ALP 3 7 

' l i f 3 l ^ f l S ^ ^ t ^ H A ^ R T M 6 1 L " CPEB A PLHPEK 
1 C/31/65 
1 0/31/d!j 
1 0/31/85 
,1 C/O 4/0 

C . HART PAN O IL OPERA EMPLCYElE EENEF ITS 
C«'fcAKTH'AN, QIL^GPERA .INSURANCE 

' H A R T M A N ' J ' O T L V O P E R A ' ' . OPERATING S U P P L I E S 
RAN3PCRT ATICN CC SALT XAT CP DISPOSAL i 

37 . 7 5 
—«?Z"V^O-
l 29 . 4 ? 

0L<$)l C/31/65 C, HARTPAN OIL OPERA ^ L ' ° V C ^ ^ _ ° ^ R h l E * C '7^^L^L*.:Lh~ ^ 3* 
±C/31/CS 
10/17/.8 
±tfZ$ftfi 

H3B0S,SUN CTHEft CP E FAT ING EXP" 
t'AMPBELL ^ANbrBL'ACK* ' :.:\ CTHER' OP E FAT I NG EXP 
hOBBS^SUN ' CTHER OPERATING E%P~ 

262 . 18 ' 1 

C/3l/e5 G. HARTMAN OIL OPERA LEGAL E R EGL'L ATCPY 

JpTAL^LEASE- CPEPATING; EXPENS E - JIE e,733 .36 

f 161 *9_I__ 1 , 

6 , 

INTANGIBLE DRILL ING COST - TLP 

rxL^TR'ANSPOPTATION CO ,/'•' WATER 
XL 'TRANSPORT AT ICN CC ^ATER 
MARTIN WATER LABCRAT CCR ING ANC MUC LCCG 

i c / i i / e s 
1 C/21/65 
lC/04/fl^iti i^WeRKtHAN^CUNSTRUCTIC 

V 1 ,321 . 50 
>;'2,22T .^ .T 

63 .50 
TRUCKING AN U TR Af?"S~P~ -fr7-5-74-

TCTAL INTANGIBLE G R I L L I N G COST - TLP 

1 M ANG lULCt iLH lLL ING COST - ALP , , 

1 L / U J / B 5 ^ ^ HALLIUURTON^ STIHULAT ICN y 1 j 1 , tb/ . 7 T 
S / 3 0 / 8 5 E L FARMER £ C O . TRUCKING AND TR ANS P 2d') .38 

m / 1 l / aH tuo^^AUC, KfcNTAL,.TUUL L U * ... ., ,hCU lPP.bN T HENIAL X. 4 , t2h . J C 
h 0 / 3 r A 5 S B K ^ T f t d ^ t H f i H ' A p a U A B E . E MISC6LLAN ECUS MATER 4 
U / U r / T J LtwALLbN SUHHLY LLP F 
1 0 / 1 4 / E 5 LEWALLEN SUPPLY CC^.P 
\ ; . ̂ v;_̂ l̂̂ rl̂ s'?̂Wv̂ <t»̂ .«;~̂ •/.'̂  0... .. .... • - . • 

P lbLLLLAN bLUS MMbK 
MSCELLA N ECUS MATER 

54 

22C . i C 

"^3 

—3" 



JCINT OWNEK INVOICE 

OWNER 47784 DOYLE HARTMAN 

LEASE 00717 CARLSCN FEO ER AL i4 

1 * 

DATE D E EMQER 3 1 * 

INVCI CE 85121 

• iV 

K 0 0 R l ^ ^ V - : r » 5 < H > ^ ; OESCR IPTION C1CSS YO 

LEASE CP6RATING EXPENSE - ALP 

SS|ffi522£SSÎ *̂ -̂ °̂ ^0,? X̂̂ A,"Ti" ***T E P 0 I S H C S A L • 321 .49 
TOTAL LEASE OPEP AT ING EXPENSE - ALP , 3/1 , 4 9 

i LEASS 

L 2 / 3 l / e 5 

' 1 2 / 3 1 7 8 * 
1 

0 . HARTMAN O I L OPERA PUMPER 
f l s H * p T M A N n n HPFRA EPPLCYFf EENFFITS 
0SfHAfljT WANtOILVpPER A" ^ . r l ^ S U R ANC E 
n^f f l i i i in fMAMynTi ' 'nPPRA •• •'' VIPF R A T TM n <: I IPPI TF«: 

15/ . 5 2 

4/. .50 
±h'A . S I . 

SOUTHWESTEHN PUBLIC 
Yl TRANSPORTATION f T 

1 2 / 1 2 / « 5 
1 ? / r<f t /P5 

_ J » F f e d y o ^ p u ^ f i N 0 ^ 8 ' | f B 0 i ^ e ^ C G N T R A C T / L A E Q R 

/ O ) 1 2 / 3 1 / 8 5 JACK FLETCHER CONSULTING FEES 
1 p/ '^Q/ f l * ; MARTTN WATFR 1 AHflR AT f P N ^ l l l T T N f FP F ^ 

1 2 / 2 6 / e 5 AXELSON. I N C . 
1 ? / 1 0 / P*T fAMPHFH INn HI APR. 

FUEL ANu FCWtR 1 lv .43 
SALT WATFH nTSPfSM X; 1*3C£-...ICL-

15H .7faj- ,•-

X 9 , 70S .47?*-" 
bu.* 0 O l 

G E O R G E £ A N O £ J O Y C E ' ; Vii I * ^ S U R F A C E 0 AM AG ES 
a * t f r a Y m ' P n 11*>nPPB-I"<V- ;> p p n n n r TM r. r m F R M F A n 

X 3 , 7 4 0 .CO 
5JJL*1Q_ 

OlHfcK OPERATING EXP 
m u FR n P F a a r f i r C » P 

4 58 .*">n 
5T i .?M r 

24,7 1'. .42 

1 2 /31 /85 PIOLANO SAMPLE CUT CONSULTING FEES 3;. .Co 

^^.^TOTALt INTANGIBLE DRILLING COST - TLP. ** 30 .ct 

LEASE TOTAL 25,06o.S7 

L EASE 00717 CARLSON FEDERAL g4 YOUR INTEREST .7 10*3 37 50 

i»»':',-,f <•' • 



.VbNUUK, TJFSTjrnTTTnrr 

• '* (f̂ -jiMIDLAND, TX178702 ̂:#&mtk'4:.'?- JOTNT OWNPR INVOICE 

OWNER 47784 ODYLE HARTMAN 

LEASE 00717 CARLSON FEDERAL #4 

' A P . p 

DATE F E B R U A R Y . 2 8 , 
.v_. . . • ^ v 
•• INVOICE 86 020 

5:-• 

LbASb UPbHAI INb bXPbNSb - J I B 

GROSS TUU 

2 / 2 B / B p i g i ^ U » , , H A K l HAN . U I L , UHbKA HUHPbK 
' -» / i a< i a Z a H u r h ' W i i l i>T u i ii 'H'n T •< V n n e n i ^ M - c u m n u i [ 2 / 2 8 / 8 p f f l P | l 3 ^ H A R T H A N l ; , 0 l C ^ O P E R A ^ : | ' E M P L O Y E E BENEFITS 

"2/2U/H6 
2 / 2 8 / 8 6 

"Z/U / / b b 

T 2 T 7 0 Z 
37 . 7 5 

U. HAKI MAN U I L UPfcKA 
D- HARTMAN O I L OPERA 
SUUJHWfcSItHN..PUBLIC 

lNbUKANLl: 
OPERATING S U P P L I E S 
1-UfcL 

4X . 5 0 
160 . 33 

f 2 / 2 8 / B t f 
' 2 / 2 8 / 3 6 

2 / 2 5 / 8 6 

ANU PUWbK 
* L ^ T R * N S p O R t t f ION . C O - 0 * WELL S E R V I C E ANO RE 

I KANSPURT AI 1UN 

TG5~rn 
1 4 4 . 6 4 , 

XL I KANSPUHI AI 1UN LU 
CLARKE O I L WELL SERV 

W tL L bfctfV IC b ANU Rh 
WELL S E R V I C E ANO RE 
SAL ) WAI bR Ul !>PUSAL 
S A L T W A T E R D I S P O S A L 
S A L T WAI E H U I S P U S A L 

&H/UT/6^ ^ 1^§2i^te,AL]^TRANS»pUHl<AUUN LU ^ 
* 2 / 0 7 / 8 < I £ @ | x i # r R A N S P p R T A T I O t y t c p f 

" ~ , f l 6 W T f f ^ X L ' T « A N S PORT ATIt'lN C0 ? > 

6T7TT57 
/ 2 , 2 5 2 .63) 
/ ' l , / J 2 . b U 

9 4 5 . 0 0 / 
& ) 2 / 0 7 / 8 6 

2 / 2 0 / 8 6 
" 2 / 2 0 / 8 6 

LEWALLEN SUPPLY COMP CONNECTIONS C MATER 
2 / 2 0 / a b ^ . ^ L f c W A m f a N ^ b U P P L r LUMP^ , LUNNbLI IU NS 

i 2 / 2 8 7 8 6 < ^ ^ p ^ r t A R T H A > < ; | 0 I L , f OPERA • ^ PRODUCING 0 

2 0 9 . 1 8 ^ 

C7) 
- 2 / 3 4 / 8 6 
2 / 2 8 / 3 6 

L. MAIbK 
QVERHEAO 

"AXELSON, I N C OTHER UHhKA! INC t XP 
/ P . HART MAN O I L OPERA LEGAL £ REGULATORY 

—3TJ7T7TXT 
517.10 

U U U ^ . 4 6 I A " 

X 9on.oo^fe-

^ ^ M f 1 T 0 T A ! : i ( - E A S E 'OPERATING EXPENSE - J I B 10 ,912 .60 

LbAiib TUFAL * * * ,10,912.60 

L EASE 00717 CARLSON FEDERAL #4 Yi'IUR INTEREST .710*33750 



^ P .O . 'BOXT0428 . g | * r * : ' *; - ; 

^MIDLAND, TX 79702^'; ^ 
(916) " 

J C I N T OWNER I N V O I C E 

CViNER 

L E A S E 

47764 OQYLE hARTMAN 

00718 CARLSCN FEOEHAL 25 / 

PAGE 

C A T E CEC EMHER 3 1 , 1SI85 

I N V O I C E P 5 1 2 0 0 9 4 6 

C A T E i&%> VENDOR D E S C R I P T I O N GR CSS YOUR SH 

LEASE CPERATING EXPENSE - ALP 

1 2/20/85' ''4^JAL WELDING 6 MACHIN 
y 7 ^ n / i ^ < ^ «AI "uPi nrwc s MACHTK 
1 2 / 2 7 / 8 5 
I 7/Vr\/f>S 

T f l T Al I F 

F L C Y O S PUMPING £ R C L 
^piiMPfMC HM TT S S F R V T C 

CONTRACT LABOR 
CPNTR ACT IIPOR 
CONTRACT LAEOR 
rriNTR a n i apriR 

333 .f.6 
I .I '.i . 2 0 -

237 
P2 

211 .*e 
1 ,H4'/ m?k - L . . 3 1 A 

THTAI I F A S F n P P P A T T N E F X P F M S F - Al P .̂ 2_«.5 IH .7£L 1 ,7ft5_ 

, F ^ F r P P R A T f ^ F X P F N S F - J T R K 

-4 ,JQ24 . 1 R 

I 3 1 / 8 5 

J W H / 8 5 

nTMFR n P F B A T T M H FXP 
S H E I L A P O T T S 

• IAHRY NFHMYft 
OTHER OPE FAT ING EXP 
TTHFR flPFPATING FXP 

5 r tiio .CO 1 2 / 3 1 / 8 5 GEORGE ANO J O Y C E WIL S U R F A C E C AMAG ES 
(Q l 7 / 3 1 / E 5 0 . HApTMAN F H OPFRA T^PHnUCING DVF RH F A fi • * S . fiir. . 

• 1 2 / 3 1 / 8 5 J j ^ l B R I A N V B A L V S ) i , " , MOTHER OPERATING EXP ' 92o . 
^ f ^ n ^ M t P T M i N n n H P F R A 

, / 4 , 
JBi»C 
0 3;'. 

# > 2 / | i f / j | | P ^ - \ / 5 , 9 0 l .85 • 4,1<>* 
'̂ .•?'r 7 . ' ^ J / "P.!V ^i l r s r r ^ 1 — ' —:— - - - -

l , „ , n i bccoi/ , ^ f A L L £ A S E O P E P A T I N G E X P E N S E - J I B / 2 4 , 3 l ? , 7 0 17,2H<-

67 

733 .3 3 
1 , S2r>.hi 

^ ' ^ 6 5*2 
S5 

4>2 \ 
1,3ft-

I NT ANG JBLBirbRILUNG^COST > TLP 

£5 KM CONSTRUCTION POAOS AND LCCATICN 2/lO/*5 
I 1/H/flS 
l i /30/8,5| A A/ au/ o,«™^OHN-cWBST*ENCiNCERIN~S£VROAQS^AN0~:;i.CC ATION 
1 ?/ 3 oyasm1g^ACTUS^bRTLL-TNG COPPV ^ FOOTAGE CCST 

F A S T F R N NFH MFXICQ U POAOS; AN 0 L O C A T I C N 

1 2 / 3 0 / 8 5 CACTUS D R I L L I N G C C P P CPY WORK 
l ? / 7 0 / 8 5 XI T R A N S P O R T A T I O N CC h A T E R 

12/27/8,^ 
i ? / 2 Q / 8 
l 2 / 2 3 / 8 5 
1 ? / i q / 8 5 

>TR A NS PO RT AT ION CC ' WAT ER^v 
TTt'A^POfRrATION' • CC"''•">' WAT ER —" 

/ e , 19.1 .33/ 
L io .cn 

5 , 8 . 
7-i 

92 . 4 3 
y 4 2 . 6 3 0 . 9 6 

65 
3 0 . 3 0 ^ 

/ . 4 , 4 S , ' , C 7 3 , 16 L 

2,2 l i 
865.19 

1,299 ,3a 
61c 

JUL 

.1 2 /19 /85 

TEXAS MUD ANO C H E M I C 
TFX&S MHO ANO C H F M I C 

PUD AND C F E M I C A L S 
Mm inn c.t-FMTCM <; 

1 2 / 1 2 / 8 . 5 ; ^ ^ H A L L I BURT/41^-.^ 
P P f P T I F 

CEMENTING vSERVICES 
rrRTMR tur. Him i nnr. X 

2 f C U J . R « - 1 ,42^ 
6 , 4 39 . 3 0 £L*-5_L 

V 4 , 2 6 i . l l 3 , 0 3 i 
^ ^ . A S i - 1 5 1 . 7 4 

1 ^ / 1 0 / 6 5 MERCURY TR ANSPQR T A T I T R U C K I N G AND TR AN SF i 17= .2:3 . 12 

U J •: • " ^ r r : _ _ „ 
• • c T f i T A l - ' T M t AKHTPt F P R T i l TNT r n « : T - T I P ^ ? __7 3 , 133 , 5 S 5_L,J] 1 

i r / i7/ rts^-r^»TBUPTnw 
1 2 / l S / e 5 fr.ALL 1 UUH TON 

frNfMPi F OR M l TNG THST - Al P 

CFMFNTTNG S F R V T C F S 1 1 «P47 . 5 ? 7^ PS 
S T I M U L A T I C N 5 , t ^ .4 1 
fi 7 I Mil 1 AT UA \ ia<,-€m*&&. 

4 , C 4 

- 9 ? 4 4 2 



~iS"'. 

DOYLE HARTMAN • • J. 

}:y p,o. BOX 10428 - : . ; 
' MIDLAND, TX 79702 ' 

(915) 684-4011 

JOINT OWN^R INVO I C E 

OWNt R 47784 DOYLE HARTMAN 

LEASE 00718 CARLSON FEDERAL 25 ' $ 

'. 
DAI t ... ..,.VkNDOR •'. 

• V5 '-ft': - - ' - 1 

• > ••*• ' 
OESCRI PTION 

PAGE 

DATE FEBRUARY 2 3, 19(36 

INVQICF. 86 02 0094 9 

GROSS YOUR \ i A 

2/28/86 
2/28/86 

0, 
D« 

HARTMAN 
HARTMAN 

OIL 
OIL 

OPERA 
OPERA 

PUMPER 
EMPLOYEE BENEFITS 

127 
37 

2/28/86 
2/28/86 

n. 
0. 

HARTMAN 
HARTMAN 

OIL 
OIL 

OPERA 
OPERA 

INSURANCE 
OPERATING SUP PL IfcS 

4? 
1 60 

SOUTHWESTERN P U B L I C FUEL AND 2 / 1 0 / 8 6 

~ 2 / 2 4 / 3 6 GOLD STAR S E R V I C E CG WELL f.F.RVICE 
2 / 0 7 / 8 6 XL TRANSPORTATION 

7JAT 

POWER 
AN 0 RE 

41 
1 , 3 4 8 

. 02 
.75_ 
.50 
. 3 3 
.14" 
.38 

90 . 
2 6 . 
50. 

i n . 
2'? , 

958 . 

2 / 1 3 / B 6 
1 / 2 9 / 8 6 

CO 
MACHIN 

S INCORPORATED 
SALL ^ 

,WELDING 
S £ I 

B . P . 
0 . HARTMAN O I L OPERA 

ANO RE 
01 SPOSAL 

LABOR 
6 MATER 

2/01/Ht> 
2 / 2 8 / 8 6 

/ j g Z / 2 8 / 8 o U> HAKIffAN ( J R UHbRA 

— " — m i AL L t ASE OPERA 1'ING EXPENSE - J I f ! — ^ 

SALT WATER 
CONTRACT 
CONNECTIONS 
CONNECT" IUNS £ MATER 
PROOUCINC OVERHEAD 
LEGAL £ REGULATORY 

4S'» 
2 07 , 
i n . 

TTT-" 
391 

~7TfV 

T74~-

IN IANUlbLE D R I L L I N G CLI^l - ALM • .,; • 

2 / u j / U6 AXtLi>UN, I NL • CUHPLfcl I UN EX 1 , « / 0 . 2 2 I "717" 

: IU1AL INlANblBLE UH1LLINL, LUSI - ALP rVHTUTT? T,~ft* 

LEASE TOTAL 6,760-49 4,>'U)S 

TV o->< 

LF e 00718 CARLSON FCDF.R.AL ,''5 YnUR INTEREST .71(193750 4,^0* 



DOYtE HARTMAN i • 
: P.O.'BOX 10428'g-Ji~• " 

MIDLAND, TX'79702\£ .. / > * '"' 
(916) 684-4011 ' ' JOINT OWNER INVOICE PAGE 

OWNcR 47784 UQYLl: HARTMAN DATE JANUARY 3 1 , 1986 

L E A S E 00718 CARLSON FEDERAL i'5 ? INVOICE 060100952 

" 
O A T E ^ VENDOR ' "' D E S C R I P T I O N C* OSS YOUR SH. 

L E A S E OPERATING EXPENSE - ALP 

1 / 1 3 / 8 6 ; : # A B C RENTAL TOOL C O . 
. t < 0\ t A * • ••'•-••'«*, nvn** P I IMP I Mf! P n n i l — 

ECUIPMENT RENTAL 
—CONTRACT—LABOR 

79^ , 5 6 
/tr^7 » / t i 

50 >« 
346 

j . / l Q / Q o I ' t U T U J i u n r i n u u T T O T J 

1 / 0 9 / 8 6 FLQYOS PUMPING 6 ROU CONTRACT LABOR 3 3?» , 0 0 ? J 3 

, TOTAL L E A S E OPERATING EXPENSE - ALP 1 , 6 1 R , 9 7 1 ,150 

L E A S E OPERATING EXPENSE - J I B 

1/3V/86^*1- HARTMAN 
-HARTMAN 

O I L OPERA 
^ I L : OPERA 

PUMPER.V 
CHPLO¥^ 

1 / 3 1 / 8 6 
1 / 3 1 / 8 6 

D. HARTMAN 
HARTMAN 

OIL 
A 4 t 

OPERA 
•OPERA 

1 / 1 3 / B 6 # ^ SOUTHW ES TE RN PU BL I C 
. f , / 0 ( , & J O I L F I E L D S E R V I 

1 / 2 2 / 8 6 
l / i Q / 8 e 

INSURANCE 
OPERATING 

P.FNEFITS 

SUPPL I E S 
FUEL AND POWER 
WELL S E R V I C E ANO 

1 0 7 . 2 3 
—*7--7-5-

4? .SO 
-l-57-^9i-

14 .58 
354 . 3 7-

CLAP.KE O I L WELL SERV 
•FLOYOS PUMPING & ROD 

% 1/30/ 86 ^StFLOYDS J * " " NG £ 

WELL S E R V I C E ANC RE 2,907 .T t 
CONTRACT LABOR 394 

ROU CONTRACT LABOR 
PAW ACES 

1 , 0 5 3 . 4 0 
4 0 3 . 0 0 

1 / 3 1 / 8 6 D. HARTMAN O I L OPERA 
AXELSONf IMC 

PRODUCING OVERHEAD 
OTHER OPERATING EXP 

1 / 0 6 / 8 6 MIOW EST (.INSURANCE AG 
l / ? V ftfr' i •'• ' HOMES S M M 

OTHER'OPERATING EXP V^2 
-OTHER OPERATING FXP 

5 5D . 0 0 ^ 
—42—aa 
,833 . 3 3 

S-.44 

1 / 2 4 / 8 6 MERRYMAN CONSTRUCT 10 ROAOS AND LOCATIONS 293 .6 3 

> j; TOTAL L E A S E OPERATING EXPENSE - J I B 9 ,203 .06 

INTANGIBLE D R I L L I N G COST - TLP 

1 / 0 3 / 8 6 ^ M X L S T R A N S P O R T A T I O N CO WATER 
! / n y t i A ^ ^ Y . - T P i w ^ p n B T i T i n N rn WATFR 

452 . 26 
91 . R S 

INTANCTBtE QRILLTMC COST - AWP 

Tf l T A1 TN T k Mn T R I P r i R i n rwr. rp«:T - T I P -S44 . IX-

L / 1 0 / B 6 XL,.TRANSPORT AT ION TO WATER 
l / 1 0 / 8 ^ i ^ t 5 f T R A N S P 0 R T A T I 0 N CO 
1 / 0 7 J ftVv» H T THAI _ — _ — 1 / 0 2 / 8 * 

1 M / 8 5 
^ 7 / 9 6 

WATER .< 
STIMULAT ION-

1 2 / 3 1 / 85";' 

HALLIBURTON 
H&ttRYHAN CbNSTRUCT jO 

STIrtULAT ION 
TRUCKING—AND TRANISP 

^ d i 4 
293 . 8 5 

,624 .01 
0 , 0 0 3 . 0 6 -

102—10— 

1 2 / 3 1 / a s 
1 / 0 2 / 8 6 

OS: 
\10HN WEST? ENGINE E R I N 
•JOHN W6ST ENGIN€6P.IN 

CONSULTING F E E S 
CONSULT!NC F E E S 

F L O Y D ' S NEW & USEO MISCELLANEOUS MATfcR 

76 
?J> 
30 

- 1 12 
LC 

—2 5-i 
S 0 6 7 
—28C 



i iAKi AlAtt 
P.O. BOX 10428 

MIDLAND, TX 79702 
(915) 884-4011 

J C I M GWNtK INVOICE 

L E A S E 

77148 P • HCWARC C'LSEN 

00716 CARL SCM _3 

PAGE 

CATE SEPT EMBER 3 0 , 1985 

INVCICC (550901111 

T A T F VENOCR O E S C K I F T I O N G< CSS YCUR SH*^ 

L E A S E CPtrtAf ING EXPENSt - J I B 

-5 /30 /84 
S / 3 0 / C 5 

T 7 3 0 7 E 5 " 
9 / 3 0 / E 5 
9 / i 1 7 e _ 
S / 0 4 / - 5 
5 / 3 0 / f 5 
9 / I 9 / E 5 

C. 
HARTPAN 
HARTMAN 

C I L 
0 IL 

OPERA 
OPERA 

FUNPER 
EPPLCVEE E E N E F I T S 

1 CS . 7 H 
37 . 7 5 

2 6 . -
9 . 

C . 
C -

HARTPAN 
H M R T P A N 

C IL 
C I L 

CFEPA 
UPERA 

INSLR ANC E 
CFEPATINC S U P P L I E S 

4/ 
153 

,5C 
,9C 
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Garold Bowlby Nov. 16, 1987 

Howard Olsen 
Box #32279 
Phoenix, Az. 85016 

Re: Carlson #4 & #5 
Letter Dated Nov. 9, 1987 

Dear Howard: 

As noted i n my l e t t e r dated Nov. 9, 1987, three invoices were s t i l l to be mailed 
to ma which T have now received and the audit results are as follows: 

9- 30-85 Doyle Hartman - Legal & Regulatory - 523,455.24 

0 ) The major item i s tbe arbitary b i l l i n g cf a i r c r a f t 
charges i n the amount of $11,500.00 with no 
support documents. 

(2) A charge of $300.00 from Dale Lockett, Contract 
Analyst - support documents could not be located. 

(3) Prepare d r i l l i n g t i t l e opinion and examine abstracts 
i n preparations for Case #00-85-2214 Carlson Fed. #4. 
7- 31-85 Atwood,MaL~me,Mann,&Turner 5.470.31 
8- 30-85 " " ;' " 2426.77 
8-20-85 Campbell & Black 901.92 

(4) Various invoices show Carlson Fed. #2 and b i l l e d to #4. 
7-6-85 Midland Map Co., Midland, Texas $77.80 
7- 26-85 O i l Reports & Gas Serv 25. L2 
8- 1-85 " " " 52.6^ 
8-5-85 " "" " " 43.26 
8-8-885 " " " 32.21 
7-30-85 W_st T_xas Elect. L8g Service 70.23 

(only one invoice i s for #4) 

".(5) 7-31-85 Howard's Drafting Service, Midland $725.25 
Invoice shows Sec. 23, T-25-N, R-37-E, the #4 legal 
description i s Sec. 23, T-25-s, R-37-E. 

10- 31-85 Doyle Hartman - Legal & Regulatory - $2161.91 

(1) A payment of $300.00 to Joyce W i l l i s for surface damages 
i_ the only invoice for #4. $1861.91 belongs to Carlson 
Fed. #2 or to Carlson Harrison Federal #4 which is not 
our w e l l . 

We s t i l l need to have our attorneys say i f Hartman i s e n t i t l e d to $5500.00 f l a t 
d r i l l i n g overhead or i s t h i s per diem? They were only d r i l l i n g for 18days. 

Suite 216 • 2221 West Lindsey • Norman, Oklahoma 73069 • Ofc: (405) HARTMAN EXHIBIT 30 



(2) 

Per diem i s customary :'n Oklahoma, $5500.00 = $183.33 x 18d 
30 

I f you need additional information, please advise. 

Very t r u l y your 

Garold Bowlby 

GB/dwb 

Copy to: T. Calder Ezzell Jr. 
Hinkle, Cox, Eaton, Coffield & Hensley 
Roswell, N.M. 





Form 3O0O-3i 
(line 19887 * 

UNITED STATES 
DEPARTMENT OF THE INTERIOR 

BUREAU OF LAND MANAGEMENT 

Carlson Federal i?2(LM),3 

FORM APPROVED " 
OMB NO. 1004-0034 

Expires: August 31, 1989 

TRANSFER OF OPERATING RIGHTS (SUBLEASE) IN A 
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) 
Department of the Interior Appropriations Act, Fiscal Year 1981 (42 U.S.C. 6508) 

Type or print plainly In Ink and sign In Ink. 

Lease Serial No. 

NM-0766 

PART A: T R A N S F E R 
1. Transferee (Sublessee)* M e r i d i a n O i l P r o d u c t i o n I n c . " 

Street 801 C h e r r y St*. 
City, State, ZIP Code F o r t Worth , T e x a s 76102 

•If more than one transferee, check here • and list the name(s) and address(es) of all additional transferees on the reverse of this form or on a 
separate attached sheet of paper. 

This transfer is for: (Check one) £3 Oil and Gas Lease, or • Geothermal Lease 

Interest conveyed: (Check one or both, as appropriate) QC Operating Rights (sublease) • Overriding Royalty, payment out of production or othc 
similar interests or payments 

2. This transfer (sublease) conveys the following interest: See Below 
Land Description 

Additional space on reverse, if needed. Do not submit documents or agreements other than 
thit form; such documents or agreements shall only be referenced herein. 

Percent.of Interest 
Owned Conveyed Retained 

Percent of 
Overriding Royilty 
or Similar Interests 

Reserved Previously 
reserved 

or conveyed 
f 

1. T-25-S, R-37-E, NMPM 
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 

T-25-S, R-37-E, NMPM 
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 
4,0001 subsurface 

71.0938% 71.0936% -0- None 

53.32032 53.320: % -0- None 

Unknown 

Unknowr 

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 

• Transfer approved effective ^ 1989 

By 

FOR, CHIEF, LEASE MAINTENANCE UNIT 

(Authorized Officer) (Title) 
MAP 3 ft mon 

(Date) 



.rt A (Continued): ADDITIONAL SPACE for Nimei and addresses of additional transferees in Item No. I . if needed, or for Land Description in Item No. 2 if needed. 

PART B: CERTIFICATION AND REQUEST FOR APPROVAL 

. The transferor certifies as owner of an interest in the above designated lease that he/she hereby transfers to the above transferee(s) the rights specified above. 

2 . Transferee certifes as follows: (a) Transferee is a citizen of thc United States; an association of such citizens: a municipality; or a corporation organized under the laws 
of the United Slates 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 municipal corporations, (b) Transferee is not considered a minor under the laws ofthe State in which 
Ihe lands covered by this transfer are located; (c) Transferee's chargeable interests, direct and indirect, in either public domain or acquired lands, do not exceed 200.000 
acres in oil and gas options or 246.080 in oil and gu leases in the same State, or 300.000 acres in leases and 200.000 acres in options in each leasing District in Alaska. 

- if this is an oil and gu lease issued in accordance with the Mineral Leasing Act of 1920 or S1.200 acres in any one state if this is a geothermal lease; and (d) All parties 
holding an interest in the transfer are otherwise in compliance with the regulations (43 CFR Group 3100 or 3200) and the authorizing Acts. 
(e) Transferee is in compliance with reclamation requirements for all Federal oil and gas lease holdings as required by sec. 17(g) ofthe Mineral Leasing Act; and (f) Trans­
feree is not in violation'of sec. 41 of the Mineral Leasing Act.' 

i . Transferee's sigrature to this assignment constitutes acceptance of all applicable terms, conditions, stipulations and restrictions pertaining to the lease described herein. 
Applicable terms and conditions include, but are not limited to. an obligation to conduct all operations on the leasehold in accordance with the terms and conditions of 
Ihe lease, to 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 maintain 
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 (U) of one percent ofthe value of output, nor greater than 50 percent ofthe rate of royalty 
due to the United States when this transfer is added to all previously created overriding royalties (43 CFR 3241). 

certify that the staiements made herein by me are true, complete, and correct to the best of my knowledge and belief and are made in good faith. 

/OT^TS day of February , 19 89 F»«.mt«t ihi< ' / Executed this. Executed this . . day of March 19 RQ 

Name of Transferor Tinyl p Har ( fman and M a r g a r e t M . H a r t m a n 
jscjjfflfc-flfc print 

Transferor. 

wx 
AnCHJJCBrijH&Kt jS, 

MERIDIAN OIL PRODUCTION INC. 

Transferee . 

or 

(Signature) 
Q ^ Z ^ ^ t ^ t ^ Attomey-in-fact ljM4AU4^ 

DENNIS SLEDGE <-SiV<Fure> 

Ma-fn 
(Transferor's Address) 

W d l a n d , T P Y * S 79701 

(City) (State) (Zip Code) 

Title 18 U.S.C. Sec 1001 makes it a crime for any person knowingly and willfully to make to any Department or agency of the United States any false, fictitious or fraudul* 
statements or representations as to any matter within •'*: -'urisdiction. . 
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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. 866 8 AND 87 69, LEA COUNTY, 
NEW MEXICO 

CASE NO. 87 6 9 & 36 6 8 

ORAL DEPOSITION OF HOWARD OLSEN 
Taken August 25, 19 89 

A P P E A R A N C E S 

FOR HOWARD OLSEN: HON. HAROLD L. HENSLEY, JR. 
HON. T. CALDER EZZELL, JR. 
H i n k l e , Cox, Eaton, 

C o f f i e l d u Hensley 
400 N. Pennsylvania 
U n i t e d Bank Plaza, S u i t e 700 
Roswell , New Mexico 88201 

FOR DOYLE HARTMAN; HON. J. E. GALLEGOS 
A t t o r n e y a t 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 

HARTMAN EXHIBIT 32 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

2 

ORAL ANSWERS AND DEPOSITION OF HOWARD OLSEN, 

taken August 25, 1989, at 10:30 a.m., a t the o f f i c e s 

of Hinkle, Cox, Eaton, C o f f i e l d & Hensley, ClayDesta 

National Bank, Suite 2300, 6 Desta Drive, Midland, 

Texas, before Todd Anderson, C e r t i f i e d Shorthand 

Reporter f o r the State of Texas, i n accordance w i t h 

the Rules of C i v i l Procedure. 

PERMIAN COURT REPORTERS, INC. 
MIDLAND-ODESSA (915) 683-3032 
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I N D E X 

Page 

Examination by Mr. Gallegos 4 

Examination by Mr. Hensley 76 

F u r t h e r E x a m i n a t i o n by Mr. Gallegos 81 

F u r t h e r E x a m i n a t i o n by Mr. Hensley 87 

F u r t h e r E x a m i n a t i o n by Mr. Gallegos 88 

E X H I B I T S 

No. Marked 

1 14 

2 28 

3 3 1 

4 37 

5 37 

6 4 i 

7 42 

8 47 

No. Marked 

9 47 

10 53 

11 59 

12 71 

13 7 i 

14 73 

15 87 

16 8 8 

PERMIAN COURT REPORTERS, INC. 
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HOWARD OLSEN 

the w i t n e s s , was d u l y sworn on o a t h by the 

Court R e p o r t e r t o t e l l the t r u t h , the whole 

t r u t h , and n o t h i n g b u t the t r u t h , whereupon 

the w i t n e s s t e s t i f i e d as f o l l o w s i n answer t o 

the q u e s t i o n s propounded by Counsel: 

EXAMINATION 

BY MR. GALLEGOS: 

Q. S t a t e your name, p l e a s e . 

A. My name i s Howard Olsen, s p e l l e d 

0-1-s-e-n. 

Q. Where do you l i v e , Mr. Olsen? 

A. I l i v e i n Phoenix, A r i z o n a . 

Q. Do you have an o f f i c e i n Phoenix? 

A. I do. 

Q. At what address? 

A. The address i s 4636 East F o o t h i l l D r i v e 

i n Paradise V a l l e y . 

Q. How l o n g have you had t h a t o f f i c e ? 

A. Since 1981. 

Q. And what i s the m a i l i n g address of t h a t 

o f f ice? 

A. I t ' s Post O f f i c e Box 32279. And the z i p 

code on the P. O. box i s 85064. 

Q. I s t h i s your card? 

PERMIAN COURT REPORTERS, INC. 
MIDLAND-ODESSA (915) 683-3032 
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A. You may have i t i f you l i k e . 

Q. Thank you. What i s your occupation? 

A. I'm i n investments, ranching, and c a t t l e 

business and o i l business. 

Q. Okay. Those are three d i f f e r e n t 

businesses? 

A. Yes. The investments, I deal i n 

commodities. And I operate two ranch p r o p e r t i e s . 

Q. Where are the ranch properties? 

A. The ranch p r o p e r t i e s are i n Dickens 

County, Texas. 

Q. And what does the o i l business consist 

of? 

A. Well, the o i l business consists of 

maintain i n g mineral i n t e r e s t , some l e a s i n g , and 

general independent o i l p r a c t i c e s . 

Q. Are you an operator? 

A. No, s i r . 

Q. Have you ever been an operator of wells? 

A. Yes. 

Q. And t e l l me about the time period that 

you were an operator and i n what l o c a l . 

A. Well, I was an operator i n Midland, 

Texas, from 1957 to about 1964 as president of 

J a l O i l Company. P r i o r to t h a t , I was a d r i l l i n g 

PERMIAN COURT REPORTERS, INC. 
MIDLAND-ODESSA (915) 683-3032 
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co n t r a c t o r t h a t d r i l l e d and completed a number of 

we l l s i n Lea County, New Mexico. 

Q. Was your f a t h e r i n the o i l and gas 

business i n Lea County, New Mexico? 

A. Yes, t h a t ' s c o r r e c t . 

Q. And he was known as simply R. Olsen? 

A. R. Olsen, t h a t ' s c o r r e c t . 

Q. Were you i n business w i t h him? 

A. Yes. 

Q. And was J a l O i l Company a business th a t 

he was also --

A. No. He had no i n t e r e s t i n J a l O i l 

Company. That was a t h i n g t h a t I put together and 

bought p r o p e r t i e s from him. That's where t i t l e to 

the Carlson came about. 

Q. Okay. Approximately how many w e l l s i n 

New Mexico would you say you and your f a t h e r 

developed or operated? 

A. I would say a t l e a s t 300. 

Q. And the lineage of i n t e r e s t i n the 

Carlson lease came to you through your father? 

A. That's c o r r e c t . 

Q. Do you know anything about h i s 

a c q u i s i t i o n of t h a t lease? 

A. No, I r e a l l y don't. 

PERMIAN COURT REPORTERS, I N C . 
MIDLAND-ODESSA (915) 6 8 3 - 3 0 3 2 
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Q. When d i d you o b t a i n your i n t e r e s t ? 

A. I t h i n k a t the time — I'm not c e r t a i n 

of t h i s , b u t I b e l i e v e a t the time of h i s death i n 

1967 . 

Q. What was the n a t u r e of the i n t e r e s t t h a t 

you acquired? 

A. 25 p e r c e n t w o r k i n g i n t e r e s t . 

Q. About when was i t t h a t you ceased t o be 

a c t i v e as an o p e r a t o r ? 

A. A p p r o x i m a t e l y a s h o r t p e r i o d of time 

a f t e r h i s de a t h , because I was i n v o l v e d i n managing 

e s t a t e a f f a i r s , and i t was not p r a c t i c a l t o t r y t c 

g i v e a t t e n t i o n t o b o t h . 

Q. Okay. So from t h a t time f o r w a r d , 

r o u g h l y 1967 or t h e r e a b o u t s , your involvement i n the 

o i l and gas business has been what? How would you 

d e s c r i b e i t ? 

A. I t d i m i n i s h e d t o a c o n s i d e r a b l e degree. 

I m a i n t a i n e d a couple of c o r p o r a t i o n s t h a t were i n a 

p o s i t i o n t o be o p e r a t o r , b u t I t r i e d t o a v o i d the 

o p e r a t i o n because I d i d n ' t have the e n g i n e e r i n g 

s t a f f a v a i l a b l e as c o n v e n i e n t l y as I d i d when I 

l i v e d i n M i d l a n d . At t h i s p e r i o d of t i m e , I'm 

l i v i n g i n D a l l a s t h a t we are t a l k i n g about. 

Q. Okay. Let me t r y and c l a r i f y t h a t then. 

PERMIAN COURT REPORTERS, INC. 
MIDLAND-ODESSA (915) 683-3032 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

8 

A. A l l r i g h t . 

Q. You discontinued l i v i n g i n Midland when? 

A. 1965. September, '65. 

Q. And moved t o where? 

A. Moved t o Dallas, Texas. 

Q. But you were s t i l l a c t i v e i n the o i l and 

gas business as an o p e r a t o r / d r i l l e r ? 

A. Yes. 

Q, And when d i d you remove your residence 

from Dallas t o some other place? 

A. I n 1981, I moved my o f f i c e . I s t i l l 

have a residence i n Dal l a s , Texas. I n f a c t , I 

consider myself domiciled i n Texas. 

Q. So your home i s a c t u a l l y i n Dallas? 

A. Yes, s i r . 

Q. And what you have on F o o t h i l l Drive i n 

Phoenix then i s an o f f i c e ? 

A. I have an o f f i c e . That i s considered an 

o f f i c e and a w i n t e r home. 

Q. I see. About what time of the year do 

you spend there? 

A. About h a l f of the year, beginning l a t e 

September, and then coming back to Texas i n the 

l a t t e r p a r t of May. 

Q. Who i s Carol A. Murphy? 

PERMIAN COURT REPORTERS, INC. 
MIDLAND-ODESSA (915) 683-3032 
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A. She was a secretary f o r me f o r a number 

of years, e i t h e r two or three years, something l i k e 

t h a t . 

Q. During 1985 and 1986, she was i n that 

p o s i t i o n ? 

A. I t h i n k so, yes. 

Q. Was there anybody else employed i n your 

Phoenix o f f i c e ? 

A. Yes. I had a lady that d i d the 

bookkeeping and accounting, and her name was Carol 

Mariner. Wait a minute. Donna Mariner. 

Q. Any other employees i n your o f f i c e 

during 1985 and '86? 

A. No. 

Q. What i s the whereabouts of Carol Murphy 

now? 

A. I haven't any idea. She l e f t a couple 

of years ago w i t h a c o n f l i c t w i t h her husband and 

her c r e d i t , and she l e f t under and nobody can 

f i n d her. There are a l o t of people t h a t would l i k e 

to know where she i s f o r car payments and things 

l i k e t h a t . 

Q. Did she leave your employ on good 

standing? 

A. No. I had to discharge her. She was 

PERMIAN COURT REPORTERS, INC. 
MIDLAND-ODESSA (915) 683-3032 
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not s a t i s f a c t o r y . She wasn't w o r k i n g o u t . She was 

undependable. 

Q. I n what res p e c t ? 

A. W e l l , she would not show up f o r work f o r 

a day or two a t a t i m e . 

Q. Do you have an o f f i c e and employees i n 

D a l l a s ? 

A. No. 

Q. So ye a r - r o u n d , even though you are not 

t h e r e , t h e Phoenix o f f i c e c o n s t i t u t e s t he p l a c e t h a t 

you do business? 

A. Yes. 

Q. And have you c o n t i n u e d t o conduct the 

busi n e s s o u t of t h a t o f f i c e by the employment of a 

s e c r e t a r y and a bookkeeper? 

A. Yes. 

Q. I n o t h e r words, somebody has r e p l a c e d 

C a r o l Murphy i n the same p o s i t i o n ? 

A. Yes. 

Q. Okay. Going back t o t h i s C a r l s o n lease, 

when you o b t a i n e d i t i n 1967, was i t p r o d u c t i v e ? 

A. Yes. 

Q. From what w e l l s ? 

A. W e l l s 3 and 4 -- 2 and 3. I don't 

remember. 

PERMIAN COURT 
MIDLAND-ODESSA 

REPORTERS, 
(915) 683 

INC. 
-3032 
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Q. Who was o p e r a t i n g i t ? 

A. Sun. 

Q. And was e v e r y t h i n g s a t i s f a c t o r y as f a r 

as you were concerned, the production, revenue? 

A. The production was very c o n s i s t e n t . 

Q. Both wells? 

A. Yes. 

Q. Did i t remain t h a t way up through the 

time t h a t Mr. Hartman became operator? 

A. The revenue dropped o f f a f t e r Mr. 

Hartman took o p e r a t i o n . 

Q. Okay. And so your testimony i s up to 

the time Mr. Hartman took operation, production was 

c o n s i s t e n t from both w e l l s , the 2 and the 3? 

A. To my knowledge. I d i d n ' t keep t h a t 

close of a tab on what the runs were. They seemed 

to be h o l d i n g t h e i r own as f a r as revenue. 

Q. Well, how many w e l l s would you say you 

had an i n t e r e s t i n , i n t h i s period of time we are 

t a l k i n g about, the '70s and the e a r l y '80s? 

A. I t would j u s t be an estimate, but I 

would say around 100 w e l l s . 

Q. I n your experience, have you ever 

p a r t i c i p a t e d i n the O i l Conservation Commission or 

O i l Conservation D i v i s i o n hearings i n New Mexico? 
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A. No, not to any great degree. 

Q. Have you ever been i n any of those 

proceedings as a p a r t y , whether you pe r s o n a l l y 

appeared a t the hearing? 

A. Oh, I have had r e p r e s e n t a t i o n . I have 

been a t the hearings, but I have not t e s t i f i e d at 

those hearings. 

Q. And who has represented you i n those 

proceedings from time to time i n the past? 

A. Dub Girand. Of course, he i s dead now. 

Robinson, Ship, Robertson & Barnes out of Oklahoma 

C i t y . I t h i n k t h a t they are the f i r m t h a t i s 

disso l v e d . And I b e l i e v e they are dead now also. 

Q. Anybody else? 

A. Not t h a t I can r e c a l l o f f the top of my 

head. 

Q. When d i d i t come to your a t t e n t i o n that 

Sun's status as operator had been t r a n s f e r r e d to 

Doyle Hartman? 

A. I don't remember that p r e c i s e l y . 

Q. Did you do anything as a r e s u l t of t h a t 

under Doyle Hartman's operation, make any kind of 

i n q u i r i e s or communicate w i t h e i t h e r Sun or Doyle 

Hartman? 

A. At a date when I noticed the production 
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had -- or the revenue had ceased, i t was c a l l e d t o 

my a t t e n t i o n by my a c c o u n t i n g department. And I 

t r i e d t o c o n t a c t t h e Hartman o f f i c e . I n f a c t , I 

made a phone c a l l t o Doyle Hartman on s e v e r a l 

o c c a s i o n s . I n f a c t , two or t h r e e phone c a l l s . And 

I d i d n ' t get a response. He d i d n ' t r e t u r n my c a l l . 

Now, the p r e c i s e dates on t h a t I can't g i v e you. 

Q. On t h i s 25 p e r c e n t w o r k i n g i n t e r e s t i n 

these C a r l s o n l e a s e s , do you s t i l l have t h a t 

i n t e r e s t ? 

A. Yes, s i r . 

Q. Have you had any d i s c u s s i o n s w i t h 

anybody about t r a n s f e r of t h a t i n t e r e s t , s a l e of i t ? 

A. No. No one has approached me on t r y i n g 

t o buy the i n t e r e s t . 

Q. You have had no n e g o t i a t i o n s w i t h 

M e r i d i a n O i l Company or M e r i d i a n O i l , Inc.? 

A. No, s i r . 

Q. Any n e g o t i a t i o n s w i t h E l Paso N a t u r a l 

Gas Company? 

A. No. 

Q. So the 25 p e r c e n t w o r k i n g i n t e r e s t t h a t 

you have had s i n c e 1967 you c o n t i n u e t o have, and i t 

has n ot been d i m i n i s h e d , o r assigned, o r made any 

k i n d of t r a n s a c t i o n c o n c e r n i n g i t ? 
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A. No, s i r . 

(Deposition E x h i b i t No. 1 was 

marked f o r i d e n t i f i c a t i o n ) 

Q. Were you aware t h a t i n A p r i l of t h i s 

year t h a t postponement of the proceedings before the 

New Mexico O i l Conservation D i v i s i o n was asked by 

your a t t o r n e y , Mr. E z z e l l , and the reason was stated 

t h a t there were n e g o t i a t i o n s going on w i t h Meridian? 

A. I'm not — there had been some mention 

of i t , but I d i d n ' t pay t h a t much a t t e n t i o n to i t . 

Q. Mention of what? Negotiations w i t h 

Meridian? 

A. Yeah. But the n e g o t i a t i o n s w i t h 

Meridian and El Paso were i n the works at the time, 

and I thought i t would be q u i t e a period of time 

before things s e t t l e d down and that was cleared out. 

Q. Okay. Well, t e l l me about the 

n e g o t i a t i o n s w i t h Meridian and El Paso. What was 

the subject? 

A. Well, my basic understanding was t h a t 

Meridian or El Paso, whichever, however they r e l a t e 

to each other, had bought Hartman's p r o p e r t i e s . 

Q. I'm t a l k i n g about n e g o t i a t i o n s as f a r as 

your i n t e r e s t are concerned. 

MR. HENSLEY: Can we get o f f the 
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r ecord? 

MR. GALLEGOS: Yeah. 

(DISCUSSION OFF THE RECORD) 

A. I d i d n ' t mean t o be e v a s i v e . My idea , 

the way I i n t e r p r e t e d the n e g o t i a t i o n s , i f somebody 

sends me a d r a f t f o r a d o l l a r amount t h a t i s i n the 

form of a l e a s e , o f f e r t o purchase, then t h a t i s the 

o n l y t h i n g I r e a l l y take s e r i o u s l y . Then I w i l l get 

back t o them p e r s o n a l l y by phone and t r y t o 

n e g o t i a t e and b r i n g i t up t o something t h a t we can 

e i t h e r agree on o r r e j e c t . And t h a t has n o t 

happened on t h i s l e a s e . So I want t o make sure my 

answer i s c o r r e c t w i t h you. 

Q. W e l l , I t h i n k t h e r e i s some mis­

u n d e r s t a n d i n g , and we w i l l need t o pursue i t a 

l i t t l e b i t . 

A. Okay, 

Q. You say you o n l y c o n s i d e r i t 

n e g o t i a t i o n s i f somebody sends you a check? 

A. Or a d r a f t w i t h an o f f e r , because I hear 

so many t h i n g s t h a t are j u s t unfounded, and r e a l l y 

t hey are t r y i n g t o e v a l u a t e c r t e s t the area t o some 

degree. And I don't c o n s i d e r i t a v a l i d o f f e r 

u n l e s s I g e t a l e t t e r w i t h a check. 

Q. W e l l , l e t ' s use the term " n e g o t i a t i o n s " 
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a l i t t l e more broadly then to include t a l k i n g about 

a c q u i r i n g your i n t e r e s t or s e t t l i n g w i t h you as to 

any r i g h t s you might have to sale of gas under gas 

purchase agreements, those kinds of t h i n g s , even i f 

there was not a c t u a l l y a d r a f t or a check sent to 

you. 

A. No, s i r . I have no conversation as to a 

d o l l a r amount of the gas th a t represents my 25 

percent i n t e r e s t w i t h anybody. 

Q. Have you had any conversation t h a t 

doesn't represent a d o l l a r amount tha t expressed an 

i n t e r e s t ? 

A. No, s i r . 

Q. Did you attend the working i n t e r e s t 

owners' meeting at the i n v i t a t i o n of Meridian? 

A. Yes, s i r . 

Q. About when d i d t h a t take place? 

A. I don't remember. I t was several months 

ago. My i n t e r p r e t a t i o n of t h a t meeting was that 

they were t r y i n g t o introduce themselves as the new 

a d m i n i s t r a t i o n of the p r o p e r t i e s and were t r y i n g to 

keep everybody reasonably assured or content th a t 

they were going to look a f t e r t h e i r i n t e r e s t . And 

i t was almost l i k e an i n t r o d u c t i o n , a coffee s o c i a l 

or something of t h a t a f f a i r . 
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Q. Well, d i d the Meridian representatives 

express an i n t e r e s t i n a c q u i r i n g the properties? 

A. No, s i r , they d i d not. 

Q. Let's go back to your testimony, Mr. 

Olsen, about your c a l l i n g Mr. Hartman concerning the 

revenue d r o p - o f f , d i s s a t i s f a c t i o n w i t h the 

ope r a t i o n . You say you spoke t o Mr. Hartman himself 

on some occasions? 

A. No, s i r . I t r i e d . Now, a t some p o i n t 

d u r i n g the J u l y 10 -- I'm so r r y , I'm not as up on 

the f i l e s , as good w i t h the f i g u r e s as he was by 

q u i t e a ways, because I haven't paid t h a t much 

a t t e n t i o n to i t . 

But, anyway, d u r i n g the course of our 

p o s i t i o n on the Carlson lease, I t r i e d on two and 

po s s i b l y three occasions to c a l l him pers o n a l l y , and 

he never d i d r e t u r n my c a l l . 

Q. Well, d i d you t a l k t o somebody i n the 

Hartman o f f i c e ? 

A. Yes. I t h i n k I t a l k e d to someone i n the 

accounting department. 

Q. Mr. Burr? 

A. I t h i n k t h a t was i t , yes. 

Q. And what was the general message or 

communication you were making? 
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A. The only r e a l reason I would have t o 

c a l l him was to ask why the revenue had dropped o f f . 

And h i s p o s i t i o n was a t t h a t time, "We have r e c e n t l y 

acquired the p r o p e r t y , and we have put the revenue 

i n suspense. And as soon as we have our f i l e s 

s t r a i g h t e n e d out, we w i l l get back t o you." 

Q. Okay. Let me show you Deposition 

E x h i b i t Number 1 t o the Olsen d e p o s i t i o n . Take your 

time t o read t h a t to y o u r s e l f . 

MR. HENSLEY: Off the record. 

(DISCUSSION OFF THE RECORD) 

Q. Have you had an op p o r t u n i t y to read the 

e x h i b i t ? 

A. No, not r e a l l y . 

Q. Well, do you recognize i t as a l e t t e r 

from and signed by Doyle Hartman? 

A. Yes. 

Q. Dated January 24, 1985? 

A. Uh-huh. 

Q. And i t d i d provide you w i t h an 

explanation of what was happening as f a r as 

production and revenue and that s o r t of t h i n g , true? 

A. Yes. 

Q. Did you receive t h a t l e t t e r ? 

A. Yes. 
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Q. Did t h a t l e t t e r also express some 

i n t e r e s t i n a d d i t i o n a l d r i l l i n g or buying your 

property? 

A. I t i n d i c a t e s buying a s p e c i f i c 40 acres 

f o r a p r i c e of $22,500.00. 

Q. Well, a s p e c i f i c 40 acres? There i s a 

reference to the Southeast of the Southeast of 

Section 23 and the Southeast of the Northeast of 

Section 26. That's two 40-acre t r a c t s . 

A. That was a mistake. I wouldn't consider 

s e l l i n g two 40-acre t r a c t s f o r tha t p r i c e . 

Q. So you were considering s e l l i n g one 40-

acre t r a c t f o r $22,500.00? 

A. No, no. I was considering s e l l i n g one 

40-acre t r a c t f o r $50,000.00. 

Q. Well, we w i l l t a l k about t h a t . Was 

there some good reason i n your mind t o enhance the 

recovery of the reserves from these p r o p e r t i e s by 

d r i l l i n g one or more i n f i l l wells? 

A. Well, I had the opinion t h a t there was 

so many cubic f e e t of gas i n reserve and t h a t the 

p r i c e t h a t we were discussing was not adequate to 

recover the number of f e e t t h a t were i n place. 

Q. You are t a l k i n g about what you would 

s e l l your i n t e r e s t for? 
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A. Yes. 

Q. But I'm asking you about the 

i n d i c a t i o n s , i f you had any thoughts on i t , of 

d r i l l i n g i n f i l l w e l l s . 

A. Myself? 

Q. Yes. 

A. Not s e r i o u s l y . 

Q. Why not? 

A. Because i t ' s too hard f o r me to crank up 

operations to go back i n t o the operating business. 

Q. Well, how about i n f i l l w e l l s being 

d r i l l e d by the operator? 

A. Well, the present operator, I haven't 

gotten i n t o i t to the extent to evaluate i t t h a t 

c l o s e l y . 

Q. No. I'm t a l k i n g about — here we are i n 

1985, and what I'm asking you about i s your t h i n k i n g 

about having the operator, Doyle Hartman, enhance 

the recovery of reserves from these Carlson leases 

by d r i l l i n g i n f i l l w e l l s . 

A. Well, the AFE t h a t was submitted on an 

i n f i l l w e l l , I thought the cost was ra t h e r high, and 

I d i d n ' t f e e l t h a t i t was a reasonable p r i c e . 

Q. Well, we w i l l get to t h a t , too. My 

question i s whether you wanted to see or thought, 
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f o r reasons t h a t anybody i n the o i l and gas business 

would be m o t i v a t e d , t h a t t h e r e ought t o be i n f i l l 

w e l l s d r i l l e d . 

A. W e l l , t o me, gas i s a s t o r e o f v a l u e 

t h a t i s i n p l a c e and you don't always get the 

b e n e f i t of i t as q u i c k l y as you would l i k e . And the 

f a c t t h a t i t i s a s t o r e of v a l u e , i f i t were maybe 

developed by somebody e l s e a t a l a t e r d a t e a t a 

d i f f e r e n t p r i c e , i t might even be more e f f i c i e n t 

than t r y i n g t o jump i n and do i t r i g h t a t t h i s 

moment. And t h a t i s why I was not e n t e r t a i n i n g the 

f i r s t idea t h a t came a l o n g f o r an i n f i l l w e l l . 

Q. Okay. So you are s a y i n g t h a t your 

p o s i t i o n was j u s t l e t the e x i s t i n g Number 2 and 

Number 3 w e l l s go a l o n g and do not d r i l l i n f i l l 

w e l l s ? 

A. W e l l , I would l i k e t o go a l o n g w i t h an 

i n f i l l w e l l i f i t would n o t e l i m i n a t e my income from 

2 and 3, which had been p r e t t y good f o r the p a s t 

y e a r s . And the n an i n f i l l w e l l i s going t o p u l l a 

l o t of r e s e r v e s o u t . I t ' s g o i n g t o p u l l the 

c a p a c i t y out of the o t h e r w e l l s , and I needed t o be 

compensated f o r t h a t l o s s . 

Q. I f an i n f i l l w e l l was d r i l l e d on e i t h e r 

of those 40*s, you were g o i n g t o have a 25 p e r c e n t 
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i n t e r e s t i n t h a t p r o d u c t i o n , were you not? 

A. But i t ' s a c o n s i d e r a b l e gamble as t o 

what t h a t w e l l would do compared w i t h what the 

s t a b l e p r o d u c t i o n o f what the o t h e r w e l l s had been 

i n t he p a s t . 

Q. And what do you base t h a t on? T e l l me 

about — 

A. W e l l , t h a t ' s j u s t my p e r s o n a l o p i n i o n . 

I don't have an e n g i n e e r i n g r e s e r v e background t o 

s u b s t a n t i a t e t h a t . So i t ' s j u s t my p e r s o n a l 

o p i n i o n . 

Q. So e s s e n t i a l l y you were n o t i n t e r e s t e d 

i n p a r t i c i p a t i o n i n the d r i l l i n g of i n f i l l w e l l s on 

t h i s C a r l s o n lease? 

MR. HENSLEY: I don't t h i n k he s a i d 

t h a t , b u t go ahead and answer the q u e s t i o n . 

A. W e l l , I i n t e n d e d t o convey t h a t i f i t 

was a rea s o n a b l e -- I f i g u r e d the $390,000.00 on the 

AFE which I r e c e i v e d was r a t h e r s u b s t a n t i a l f o r one 

of those w e l l s . And I would have been i n t e r e s t e d i n 

m a i n t a i n i n g my p a r t i c i p a t i o n or p a y i n g my w o r k i n g 

i n t e r e s t p a r t had t h e AFE been of a l e s s e r f i g u r e . 

Q. So you d i d r e c e i v e an AFE? 

A. Yes, s i r . 

Q. And i t showed a t o t a l t h r o u g h c o m p l e t i o n 
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of $390,000.00? 

A. Yes, s i r . 

Q. And t h a t i n c l u d e d a 15 p e r c e n t 

c o n t i n g e n c y f a c t o r , c o r r e c t ? 

A. As f a r as I remember, I t h i n k t h a t ' s 

c o r r e c t . 

Q. And what amount of money would have been 

a p p r o p r i a t e f o r you, t h a t you would have wanted t o 

p a r t i c i p a t e i n the w e l l ? What w e l l cost? 

A. R e a l l y , I don't know. I would have t o 

have compared t h a t w i t h what o t h e r w e l l s i n the area 

were b e i n g d r i l l e d a t the t i m e . I d i d n ' t know i f 

t h a t was a reasonable f i g u r e o r a h i g h f i g u r e . But 

o f f t h e top o f -- i t seemed a l i t t l e h i g h t o me. 

Q. W e l l , i n o r d e r t o conclude the 

$390,000.00 was too h i g h , you had t o have some idea 

of what was a reasonable f i g u r e , d i d you not? 

A. I f e l t g e n e r a l l y t h a t i t was about a 

t h i r d h i g h . I f i t was a t h i r d t o 40 p e r c e n t l e s s , 

i t would have been more r e a s o n a b l e . 

Q. So you t h o u g h t a w e l l , i n f i l l w e l l , 

should have been d r i l l e d --

A. For l e s s than $300,000.00. 

Q. — f o r l e s s than $300,000.00? 

A. Yes. 
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Q. And what d i d you base t h a t on? 

A. I was b a s i n g t h a t on p r e s e n t d r i l l i n g 

c o s t s i n t h a t a r e a . 

Q. And what ex p e r i e n c e were you h a v i n g w i t h 

p r e s e n t d r i l l i n g c o s t s a t t h a t time? 

A. Deals t h a t were s u b m i t t e d , s u b m i t t e d 

AFE's, n o t p r e c i s e l y i n t h a t c o r n e r o f Lea County, 

b u t t h e r e were some i n a c l o s e enough area t h a t i t 

was s i m i l a r . I have p a r t i c i p a t e d i n w o r k i n g 

i n t e r e s t s w i t h o t h e r o p e r a t o r s . 

Q. I n 1985 and around t h a t p e r i o d of t i m e , 

1986? 

A. Yes. Even today, yes. 

Q. T e l l me what o p e r a t o r s you p a r t i c i p a t e d 

w i t h i n Lea County i n '85 and '86. 

A. I would j u s t have t o go back and check 

my r e c o r d s . I c o u l d n ' t p u l l them o f f the top of my 

head. 

Q. W e l l , I don't expect you t o be t o t a l or 

comprehensive. But j u s t what comes t o your mind? 

A. I j u s t c a n ' t come up w i t h one r i g h t now. 

I c a n ' t t h i n k of one. 

Q. Okay. But based on t h a t , you are ab l e 

t o say t h a t an AFE r e f l e c t i n g a w e l l c o m p l e t i o n c o s t 

of $3 00,000.00 would have been one t h a t you would 
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A. I would have looked at i t more 

s e r i o u s l y . 

Q. Well, i f i t were $275,000.00, t h a t ' s 

when you would have p a r t i c i p a t e d ? 

A. I would have looked at i t very 

s e r i o u s l y . 

Q. And $250,000.00 — 

A. I would be d e l i g h t e d to go and meet at 

the o f f i c e , yes. 

Q. Did you respond to Mr. Hartman's l e t t e r 

to you? He says i n h i s l e t t e r he would l i k e to buy 

your i n t e r e s t and please l e t us hear from you as 

soon as i s conveniently p o s s i b l e . This i s the 

January 24, 1985 l e t t e r . 

A. I f I d i d -- I'm sure t h a t I d i d , but I 

don't have a copy of i t w i t h me. 

Q. You are sure t h a t you did? 

A. Well, I be l i e v e th a t I d i d , because I 

u s u a l l y answer my correspondence. 

Q. And that i s u s u a l l y done i n an answer i n 

w r i t i n g signed by you? 

A. Yes. Or i f I should be out of town, I 

have i t signed by e i t h e r my secretary or whoever 

handles the matter, and then i n i t i a l i t down there 
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t o show a source of my s i g n a t u r e . 

Q. I t would be a c c u r a t e t o say t h a t you 

have a f i l e i n your o f f i c e on t h e C a r l s o n F e d e r a l 

l e a s e , don't you? 

A. Yes, s i r . 

Q. Have you made t h a t a v a i l a b l e t o your 

counsel? 

A. Yes. 

Q. You are sure of t h a t ? 

A. I t h i n k so. 

Q. W e l l , have you lo o k e d t h r o u g h t h a t f i l e 

t o f i n d t h i s l e t t e r w h ich c o n s t i t u t e d your response 

t o Mr. Hartman's January 24, 1985 l e t t e r t o you? 

A. Wo, s i r . I have n o t searched i t out t o 

f i n d the answer t o t h a t l e t t e r . I have not done 

t h a t . Now, t h a t does not mean t h a t I cannot make a 

s t r o n g e f f o r t t o t r y t o produce i t . 

But I r e c e n t l y found the o r i g i n a l f i l e s 

t h a t go back t o f i l e 1, f i l e 2, f i l e 3. A p e r i o d of 

time d u r i n g our move from D a l l a s t o Phoenix and 

d e a l i n g w i t h a s e r i e s of n o n - o i l p e r s o n n e l have had 

a g r e a t d e a l of d i f f i c u l t y i n keeping the o i l and 

gas department a l i v e w i t h o u t a l i t t l e e x t r a e f f o r t . 

So I t h i n k t h a t I can produce i t i f you 

would l i k e t o see i t . 
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MR. HENSLEY: Let me i n t e r r u p t j u s t a 

minute, because I'm sure you don't want t o , and I 

don't want to play any games i n t h i s t h i n g , because 

I don't do t h a t . I f you want a copy of the 

response, I w i l l give i t to you r i g h t now, and we 

can get on w i t h i t . 

MR. GALLEGOS: Yeah. That's where 

I'm going. I was going t o ask you. 

MR. HENSLEY: Sure. We are d e l i g h t e d 

to do t h a t . 

MR. GALLEGOS: I n f a c t , i f Mr. 

Olsen's f i l e i s a v a i l a b l e j u s t as we provide ours, 

i f you would l i k e to see h i s . 

MR. HENSLEY: Sure. We'll have to 

Xerox i t , but I ' l l give i t to ycu. 3ut I w i l l t e l l 

you whatever we've got. 

MR. EZZELL: We got most of i t from 

Mr. Hartman's f i l e , because we d i d n ' t get very much 

from Mr. Olsen. But we b u i l t most of what we had 

from the f i l e s when they were presented t o us. 

MR. GALLEGOS: Well, l e t ' s t r y to 

keep t h a t s t r a i g h t so we know what we got from Mr. 

Olsen. 

(DISCUSSION OFF THE RECORD) 

Q. By way of c l a r i f i c a t i o n , Mr. Olsen, you 
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mentioned something about f i l e s 1, 2, 3. 

A. Those are the o r i g i n a l f i l e s when the 

lease was put together. And they are q u i t e o l d . 

And I found them. And they p o s s i b l y should have 

been done away w i t h years ago. But I found them 

stored i n dead storage at the ranch by accident. 

They go back to the '40s and '50s. They are q u i t e 

o l d . 

Q. But as to cur r e n t f i l e s , i t would show 

the p e r i o d we are i n t e r e s t e d i n , i n the 1 80s? 

A. For a period of time, whether i t was 

through our -- w e l l , i t was misguidance. We 

couldn't f i n d t h i s f i l e . And then we s t a r t e d 

p u t t i n g things together and f i n a l l y came up w i t h 

one. But as to t h i s correspondence, we have t h a t 

a v a i l a b l e . 

Q. Okay. Let me j u s t have a moment here. 

A. Sure. 

(PAUSE) 

(Deposition E x h i b i t No. 2 was 

marked f o r i d e n t i f i c a t i o n ) 

Q. Would you i d e n t i f y t h a t f o r the record? 

I t ' s been marked as E x h i b i t 2 t o your d e p o s i t i o n , 

Mr. Olsen. 

A. Yes, s i r . 
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Q. And what i s i t ? 

A. I t ' s a l e t t e r from my o f f i c e to Doyle 

Hartman i n regard t o the Carlson Federal Number 3. 

And i t ' s signed by my employee, Donna Mariner, under 

my i n s t r u c t i o n s . 

Q. And as f a r as the o f f e r to purchase your 

i n t e r e s t i n the lease, the f i r s t one-sentence 

paragraph covers t h a t , where you say the o f f e r i s 

i n s u f f i c i e n t ? 

A. Yes, s i r , t h a t ' s c o r r e c t . 

Q. Okay. How much was the Number 3 

producing at th a t time per day? 

A. S i r , I couldn't begin to t e l l you. I 

don't remember. 

Q. But i t was a s a t i s f a c t o r y amount as f a r 

as you were concerned? 

A. At t h i s p a r t i c u l a r time, I'm not — I 

j u s t don't know what i t was. At one p o i n t i t was 

s a t i s f a c t o r y , and at a p o i n t l a t e r on I f e l t t h a t i t 

was not commercial. 

Q. Do you remember when that was? 

A. No, s i r , I don't know. I would have to 

have some f i g u r e s i n f r o n t of me. 

Q. And w i t h t h a t being the case, what would 

be the i n d i c a t i o n as to what should be done w i t h the 
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well? 

A. Well, p o s s i b l y a workover, p a r t i c i p a t e , 

a reasonable a d d i t i o n a l w e l l -- I r e a l l y was 

concerned about how much water the w e l l was making, 

i f the water encroachment was going to be s u f f i c i e n t 

to — I j u s t wasn't informed about what the 

c o n d i t i o n of the lease was. 

Q. And d i d you seek to o b t a i n i n f o r m a t i o n 

from Hartman? 

A. Yes, s i r , about the revenue. I was 

concerned about t h a t . 

Q. About the revenue? 

A. Right. That's the primary i n t e r e s t , why 

I'm i n the o i l business. 

Q. But as to ways i n which the revenue 

might be enhanced by, say, a workover, d i d you 

i n q u i r e about t h a t and suggest t h a t be done, f o r 

example? 

A. No, I r e a l l y d i d n ' t . 

Q. You understood t h a t any expenditures on 

t h a t Carlson lease were going to be paid 75 percent 

by Hartman, d i d n ' t you? 

A. Yes. 

Q. You d i d n ' t t h i n k t h a t Hartman was going 

to be spending a d o l l a r on t h a t lease f o r workover 
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i n f i l l w e l l of which he paid 75 cents t h a t wasn't 

necessary to spend, d i d you? 

A. Well, i n a l l due respect, Mr. Hartman 

was an unknown value to me a t the time, and I d i d n ' t 

know h i s e f f i c i e n c y i n and not to cast any 

aspersions on him at t h i s date. But I had no 

knowledge of h i s e f f i c i e n c y and whether t h i s would 

be money w e l l spent w i t h an unknown. And I mean no 

disrespect i n what I said. I t ' s j u s t the way I 

looked at i t as I look back i n h i n d s i g h t . 

(Deposition E x h i b i t No. 3 was 

marked f o r i d e n t i f i c a t i o n ) 

Q. Let me hand you what has been marked as 

E x h i b i t 3 t o your d e p o s i t i o n , and ask you to look 

t h a t over and see i f you recognize i t . 

A. Yes, s i r . 

Q. Do you remember r e c e i v i n g t h a t l e t t e r ? 

A. Yes, I t h i n k so. 

Q. And th a t l e t t e r b a s i c a l l y says to you 

t h a t the operator, t h a t i s , Doyle Hartman, thinks an 

i n f i l l w e l l should be d r i l l e d . And here i s the 

attached a u t h o r i z a t i o n f o r expenditure and d e t a i l 

estimate, c o r r e c t ? 

A. I don't p r e c i s e l y remember i t , but I'm 

c e r t a i n t h a t i t was attached and I got i t . 
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Q. Okay. 

A. But t h i s i s a breakdown of the cost of 

the $390,000.00. Yes, I do remember seeing i t . 

Q. Okay. And from your p r i o r testimony, 

without having to rehash t h a t , your r e a c t i o n was you 

d i d n ' t want to p a r t i c i p a t e based on these kinds of 

costs? 

A. That wasn't something I was bound to do 

i t . 

Q. Well, you d i d n ' t want to? 

A. I d i d n ' t want t o , that's c o r r e c t . 

Q- So instead, were you i n t e r e s t e d i n the 

other a l t e r n a t i v e s t h a t were provided by t h i s 

l e t t e r ? 

A. A farmout or a sale. 

Q. Okay. The a l t e r n a t i v e s here are 

b a s i c a l l y —* f i r s t of a l l , you can p a r t i c i p a t e . 

Here i s the AFE, and you can pay up and p a r t i c i p a t e ? 

A. Right. 

Q. You d i d n ' t want to do that? 

A. Ri g h t . 

Q. The next a l t e r n a t i v e was a cash sale of 

your interest.? 

A. Yes. 

Q. Did you want t o do that? 
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A. Yes. 

Q. I'm not saying the $2,500.00 was 

s a t i s f a c t o r y . 

A. I wanted to do t h a t . But I considered 

t h a t an o f f e r of n e g o t i a t i o n l i k e I described 

e a r l i e r . Even though a d r a f t wasn't submitted, I 

considered t h a t an o f f e r . And I countered w i t h the 

$50,000.00. 

Q. Okay. And I w i l l f o l l o w up on t h a t . 

But the other a l t e r n a t i v e s were a farmout. You 

weren't i n t e r e s t e d i n t h a t , a t th a t point? 

A. Not r e a l l y , no. 

Q. And then the f o u r t h a l t e r n a t i v e would be 

tha t you would be compulsorily force pooled, as they 

say, by the a c t i o n of the OCD? 

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 f o r c e r and the 

forcee? 

A. Yes, s i r . 

Q. Okay. Now, t e l l me about your 
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countering f o r $50,000.00. How was t h a t 

communicated? 

A. Well, t o the best of my knowledge, I had 

a g e o l o g i s t i n Oklahoma C i t y t h a t was doing deal 

e v a l u a t i o n , and he was r a t h e r i n t e r e s t e d i n handling 

the n e g o t i a t i o n s on t h i s . And he was i n touch w i t h 

a Mrs. Sutton or Miss Sutton, or whatever i t i s , i n 

Doyle's o f f i c e . 

And we f i n a l l y — he almost became the 

capacity of t r y i n g to broker i t . "Well, I can get 

you $50,000.00." I s a i d , " I don't want to be — I 

don't want t o keep hearing these deals." I said, 

" I f you get me a check, cashier's check, f o r 

$50,000.00, I ' l l s e l l . t h a t 40 acres f o r the i n f i l l 

w e l l . " 

He said, "Okay. I t h i n k we can do 

t h a t . " So I said, "Well, l e t ' s put a time frame 

around i t so i t doesn't go on i n d e f i n i t e l y . " The 

time frame came and went, and I said, " I don't want 

to hear about i t anymore." 

Q. Who was the geologist? 

A. Foraker. 

Q. James P. Foraker? 

A. That's c o r r e c t . 

Q. F-o-r-a-k-e-r? 
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A. Yes. 

Q. These communications up through 

E x h i b i t 3 have been between Hartman or Hartman's 

o f f i c e and you, Mr. Olsen, correct? 

A. That's c o r r e c t . 

Q. Why was Mr. Foraker needed? 

A. Because he's representing me on the 

ev a l u a t i o n of i t , and I'm forwarding these l e t t e r s 

to him and l e t t i n g him handle the deal so t h a t I'm 

not involved i n i t r e a l l y p e r sonally, p r e t t y much 

l i k e he has Mrs. Sutton do i t f o r him. 

Q. I see. So you were u t i l i z i n g h is 

geol o g i c a l s k i l l s ? 

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, s i r . 

Q. And then since he had done the 

eva l u a t i o n , you l e t him go ahead and step i n as your 

r e p r e s e n t a t i v e on the negotiations? 

A. Yes. 

Q. How was he going to be paid? 

A. Well , he had been evalu a t i n g a l l the 
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various things t h a t come i n , the d r i l l i n g 

o p p o r t u n i t i e s . He's paid when he submits a b i l l , i n 

cash. 

Q. Just f o r h i s time? 

A. Yes. 

Q. Not a percent of the amount that he 

would get? 

A. No, no. 

Q. Now, d i d he keep you informed of the 

various communications he had w i t h Ruth Sutton of 

the Doyle Hartman o f f i c e ? 

A. Yes, he d i d . 

Q. And d i d he t e l l you that around J u l y 

30th he had come t o an agreement tha t $50,000.00 

would be an acceptable amount f o r the lease? 

A. Yes, he d i d . Right. 

Q. And then there were some c o n d i t i o n s , I 

t h i n k . He wanted a cashier's check? 

A. Yes. That's c o r r e c t . 

Q. And a cashier's check had to be 

d e l i v e r e d d u r i n g banking hours and by October 1? 

A. Yes, s i r . I b e l i e v e t h a t ' s c o r r e c t . 

Q. And th a t was the time frame? 

A. Yes, s i r . 

Q. October 1? 
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A. Yes, s i r . 

Q. And then d i d he t e l l you t h a t , i n f a c t , 

he was sent a proposed assignment and b i l l of sale, 

the paperwork f o r making the transaction? 

A. I t h i n k t h a t he d i d say t h a t , yes. 

(Deposition E x h i b i t No. 4 was 

marked f o r i d e n t i f i c a t i o n ) 

Q. Just to keep things s o r t of i n order, 

I'm going to show you E x h i b i t 4 and ask you i f you 

received t h a t . 

A. Yes. 

Q. Okay. So f o l l o w i n g the J u l y 10, 1985 

l e t t e r from Mr. Hartman, E x h i b i t Number 4, the 

l e t t e r from Mr. Carr, July 22, 1985, informed you 

t h a t Hartman was going ahead w i t h the compulsory 

p o o l i n g case on the Number 4? 

A. Yes, s i r . 

(Deposition E x h i b i t No. 5 was 

marked f o r i d e n t i f i c a t i o n ) 

Q. Let me show you E x h i b i t Number 5 to your 

d e p o s i t i o n , Mr. Olsen. That's a l e t t e r of J u l y 30, 

1985, from Ruth Sutton to you? 

A. Uh-huh. 

Q. Did you receive t h a t l e t t e r ? 

A. Yes, I'm sure I d i d . I don't remember 
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i t p r e c i s e l y , b u t I t h i n k t h a t I r e c e i v e d i t . 

Q. Ms. S u t t o n , i n t h a t l e t t e r , i s 

d i s c u s s i n g f a r m o u t terms as opposed t o a cash buyout 

of your p r o p e r t y i n t e r e s t . Was t h a t a p p e a l i n g t o 

you? 

A. No, i t was n o t . 

Q. You wanted t o go the cash-out r o u t e ? 

A. Yes, s i r . 

Q. Now, you knew t h a t t h e r e was a case 

f i l e d b e f o r e t h e Commission. And by Mr. Carr's 

l e t t e r , w h ich i s E x h i b i t 4, you a l s o knew the date 

t h a t t he h e a r i n g was t o be h e l d , c o r r e c t , J u l y 31, 

1985? 

A. Uh-huh. 

Q. I s n ' t t h a t t r u e ? 

A. Yes, s i r . 

Q. Why d i d n ' t you a t t e n d t h a t hearing? 

A. W e l l , f i r s t of a l l , t h i s l e t t e r was 

r e c e i v e d and was si g n e d f o r by my o f f i c e . But J u l y 

i s a v e r y hot month, and I p r o b a b l y wasn't i n my 

o f f i c e , and they read i t t o me on the phone maybe a 

couple weeks l a t e r . 

So I'm assuming t h a t based on t h i s b e i n g 

J u l y t h a t I j u s t wasn't n o t i f i e d of i t by my own 

peopl e . Be whose f a u l t t h a t i t may, i t ' s my 
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r e s p o n s i b i l i t y , but I d i d n ' t get i t . 

Q. Had your o f f i c e advised you conc u r r e n t l y 

w i t h r e c e i p t of the l e t t e r --

A. I s t i l l probably wouldn't have gone. 

Q. Would you have sent a lawyer? 

A. Yes, I probably would have done t h a t , 

yes. 

Q. Why would you have done that? 

A. Well, I want to represent my i n t e r e s t . 

I t h i n k i t should be handled p r o p e r l y . 

Q. And w i t h your experience i n the business 

and i n OCD proceedings, you knew i t was most 

probable t h a t i f you were not there to oppose the 

a p p l i c a t i o n , the a p p l i c a t i o n was going to be 

granted? 

A. I t ' s v i t a l to be there. 

Q. Otherwise, the a p p l i c a t i o n would be --

A. I understand t h a t . Yes, s i r . 

Q. And t h i s l e t t e r , E x h i b i t 5, by Ms. 

Sutton again says t h a t the poolin g hearing has 

already been scheduled. So do you know whether your 

o f f i c e t o l d you about that? 

A. I can j u s t assume t h a t i t ' s p a r t of the 

same -- handled i n the same manner. 

Q. Okay. I n Ju l y , around t h i s p e r i o d t h a t 
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we are t a l k i n g about, l a t e J u l y , was Carol Murphy i n 

your o f f i c e keeping you informed of the 

conversations t h a t she was having w i t h Ruth Sutton 

about a farmout agreement? 

A. Donna Mariner was supposed t o be doing 

t h a t . Carol was p r i m a r i l y a secretary, and she ran 

the word processor. But she was not Donna 

Mariner was supposed to be doing t h a t . 

Q. Well, l e t me ask you t h i s . I f Carol 

Murphy informed Ruth Sutton th a t the farmout 

agreement was acceptable t o you, that was f a l s e . I s 

that — 

A. Well, not nec e s s a r i l y , because Donna 

Mariner was supposed to be handling the lease f i l e s . 

Carol Murphy, i f she was involved i n what we are 

t a l k i n g about, simply acted on the i n s t r u c t i o n s of 

Donna Mariner and said, "Well, c a l l Ruth Sutton and 

t e l l her so and so." 

Q. I see. But Donna Mariner then would 

have been i n the p o s i t i o n t o make those kinds of --

A. The o f f i c i a l capacity to represent me i n 

my lease f i l e s , yes, and n e g o t i a t i o n s . 

Q. And to make decisions of t h a t sort? 

A. Yes, yes. 

Q. So Donna Mariner would have been i n the 
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p o s i t i o n t o r e p r e s e n t you and make the d e c i s i o n s . 

C a r o l Murphy would s i m p l y have been the messenger? 

A. Now you've got i t . That's i t . 

Q. Okay. And I suppose a t some p o i n t Donna 

M a r i n e r would keep you a d v i s e d o f what she was 

doing? 

A. Yes. 

Q. A l l r i g h t . 

( D e p o s i t i o n E x h i b i t No. 6 was 

marked f o r i d e n t i f i c a t i o n ) 

Q. T h i s i s E x h i b i t 6 t o your d e p o s i t i o n , 

Mr. Olsen. 

A. Okay. 

Q. Take a look a t t h a t . 

(DISCUSSION OFF THE RECORD) 

Q. Have you been a b l e t o get t h r o u g h t h a t , 

Mr. Olsen? 

A. Yes, I have. And I cannot say f o r sure 

t h a t I ever r e c e i v e d t h i s o r the assignment. And I 

w i l l a l s o add -- whether I s h o u l d or n o t , I w i l l add 

an e x p l a n a t i o n t h a t I r a t h e r suspect t h a t Foraker 

was a c t i n g now, i n s t e a d of e v a l u a t i o n , i s t u r n i n g 

h i m s e l f i n t o a p a r t i a l b r o k e r and wants t o submit 

i t . And I don't t h i n k I have a copy of t h a t one. I 

don't remember s e e i n g i t . 
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Q. Well, you should have, wouldn't you 

agree? 

A. Sure, I should have. Yeah. But I'm not 

sure t h a t I d i d . 

MR. HENSLEY: Can we get o f f the 

record and c l e a r i t up? 

(DISCUSSION OFF THE RECORD) 

(Deposition E x h i b i t No. 7 was 

marked f o r i d e n t i f i c a t i o n ) 

Q. E x h i b i t 6 we have i d e n t i f i e d as a l e t t e r 

from Ruth Sutton to James P. Foraker, September 

20th. That was kin d of small p r i n t t h a t took awhile 

to read t h a t one over? 

A. Yes, s i r . 

Q. Now, i t i s q u i t e c l e a r from th a t l e t t e r 

t h a t the subject i n terms of what Hartman's o f f i c e 

was d e a l i n g w i t h was two 40-acre t r a c t s , correct? 

A. That i s what t h i s l e t t e r says. The 

p o s i t i o n I had w i t h Foraker was I d i d not have i n 

mind two 40-acre t r a c t s . 

Q. Okay. So e v i d e n t l y Mr. Foraker got o f f 

on the wrong t r a c k , s p e l l e d t-r-a-c-k? 

A. Yeah. We are saying things d i f f e r e n t . 

Q. And E x h i b i t Number 7, would you i d e n t i f y 

t h a t , Mr. Olsen? 
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(PAUSE) 

A. Yes. I t h i n k I received t h a t l e t t e r . I 

be l i e v e I have. Yeah. 

Q. Do you r e c a l l t h a t f o r good reason he 

had expected t o see you soon a f t e r September 20th so 

th a t he could have gone over t h i s matter w i t h you? 

A. I p o s s i b l y i m p l i e d I was going t o be i n 

Oklahoma C i t y and t h a t I would drop by and we would 

have lunch or have a meeting. That was the only --

I d i d not schedule him to come to Phoenix. I o f t e n 

go t o Oklahoma C i t y . So I t h i n k t h a t p o s s i b l y 

d u r i n g the course of our conversation on t h i s -- he 

i s l o o k i n g at f o u r , f i v e deals f o r me at the same 

time. This i s j u s t one of several. And I said, 

"Well, I w i l l be up the r e , and I w i l l t a l k to you 

l a t e r . " So he puts th a t i n his l e t t e r t h a t we are 

going to get together. Now, t h a t i s an assumption. 

I don't want to swear to t h a t . 

Q. This time of the year, t h a t i s , October 

of 19 85, you would have gone from l i v i n g i n Dallas 

to Phoenix? 

A. Uh-huh. 

Q. I'm i n t e r e s t e d i n the sentence here th a t 

says — and I quote -- "Pursuant to your 

i n s t r u c t i o n s I have ceased work on the Carlson 
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p r o j e c t . " Do you remember the conversation on t h a t 

sub j ec t? 

A. I t r e l a t e d to the time frame t h a t we put 

around i t , t h a t i f I d i d n ' t have payment f o r i t by 

October the 1st, then cease work on i t because the 

deal was o f f . 

Q. And here he received the l e t t e r on the 

2 0th and — 

A. Well, I d i d n ' t get t h i s l e t t e r . 

Q. No. I n f a c t , by h i s October 4th l e t t e r , 

he i s only sending you the assignment and not the 

l e t t e r . I mean, t h a t ' s the way I i n t e r p r e t e d i t . 

A. Yes, I t h i n k t h a t ' s c o r r e c t . 

Q. But e v i d e n t l y there had been some 

conversation between you and Mr. Foraker before his 

October 4th l e t t e r , and t h a t i s what I'm asking. 

A. I'm c e r t a i n there had. I'm c e r t a i n I 

t o l d him, " I f you don't have a cashier's check 

here" — and I d i d n ' t want -- I'm g e t t i n g a l i t t l e 

edgy about things going to him, because I sense t h a t 

there i s too much going to him, and I'm not 

g e t t i n g -- being kept informed. I said, " I want the 

assignment and cashier's check here." So I'm sure 

t h a t I f i r e d him about t h i s time. 

Q. Okay. I take i t you weren't pleased 
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w i t h the way he was handling t h i s transaction? 

A. Not at a l l . And others to boot. 

Q. So now what we have i n e a r l y October i s 

you knew there would be an unopposed forced p o o l i n g 

a p p l i c a t i o n before the OCD on J u l y 31, 1985, i n 

Santa Fe, correct? 

A. Yes. 

Q. So you knew t h a t i t was about 9 9.5 

percent sure t h a t forced p o o l i n g would come about? 

A. Yeah. 

Q. And i n e a r l y October, you also knew tha t 

these n e g o t i a t i o n s t o s e l l your i n t e r e s t i n the 

lease had come to an end? 

A. Uh-huh. 

Q. Okay. So your i n t e r e s t was force pooled 

and --

A. Yeah, t h a t ' s i t . Force pooled. 

Q. And what d i d you do to f i n d out what was 

going on as f a r as d r i l l i n g t h a t w e l l i n t o t h a t 

forced p o o l i n g proceeding? 

A. I'm sure a period of time went by and 

I'm not -- I r e a l l y don't remember what I d i d at 

t h i s moment. I would have to r e f r e s h my memory to 

c o r r e c t l y answer t h a t question. And I j u s t don't 

have anything i n f r o n t of me to s t i m u l a t e i t . 
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Q. W e l l , you knew t h a t a w e l l was b e i n g or 

would be d r i l l e d a t a c o s t t h a t you tho u g h t was too 

high? 

A. Yes, s i r , t h a t ' s c o r r e c t . 

Q. Okay. Can you t e l l us any steps you 

took i n r e g a r d t o a s s e r t i n g t h a t p o s i t i o n o r 

g r i e v a n c e i n t h i s p e r i o d of t i m e , l e t ' s say b e f o r e 

the end of 1985? 

A. W e l l , I j u s t f i r e d my o n l y o i l and 

gas man, so I'm j u s t n o t loaded w i t h t e c h n i c a l 

people t o see what I'm d o i n g . But I had -- I j u s t 

don't know. I ' d have t o search my f i l e s . 

Q. W e l l , l e t ' s take a look i n case your 

f i l e s r e f l e c t any a c t i o n l i k e t h a t . 

A. Okay. 

Q. Because they are here. And Mr. E z z e l l 

can t e l l us i f they show us a n y t h i n g . I f i t ' s 

n o t h i n g , i t ' s n o t h i n g . 

MR. EZZELL: Any o b j e c t i o n or any 

correspondence r e l a t i v e t o the d r i l l i n g of the w e l l 

a f t e r the w e l l --

MR. GALLEGOS: I n q u i r y t o Hartman, 

h i r i n g an a t t o r n e y , d o i n g a n y t h i n g . 

MR. EZZELL: I have seen n o t h i n g 

u n t i l Mr. Olsen h i r e d the a t t o r n e y who subseq u e n t l y 
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r e f e r r e d him t o us, which d i d n o t occur i n 1985. 

( D e p o s i t i o n E x h i b i t Nos. 8 - 9 

marked f o r i d e n t i f i c a t i o n ) 

Q. Mr. Olsen, I'm g o i n g t o hand you an 

e x h i b i t marked Number 8 t o your d e p o s i t i o n . I t ' s 

dat e d October 1, 1985. I t appears t o be a l e t t e r 

f rom Ruth S u t t o n t o you i n Phoenix. Would you loo k 

t h a t over, please? 

(PAUSE) 

A. I d e f i n i t e l y remember r e c e i v i n g t h i s 

one, yes. 

Q. Okay. And i t i n f o r m s you t h a t , i n f a c t , 

t h e r e was a h e a r i n g h e l d on the a p p l i c a t i o n ? 

A. Uh-huh. 

Q. And i t a l s o i n f o r m e d you what had gone 

on i n Hartman's o f f i c e s , t he p e r c e p t i o n of t h e i r 

n e g o t i a t i o n s w i t h Mr. Foraker t h a t they had made a 

d e a l , c o r r e c t ? 

A. Yes. 

Q. And would i t be f a i r t o say from your 

t e s t i m o n y t h a t Mr. Foraker had been o f f d o i n g t h i n g s 

t h a t — 

A. I n a d i f f e r e n t way, yes. I t h i n k i t was 

about t h i s time t h a t I had c a l l e d Mr. Hartman. And 

he was e i t h e r o ut o f town o r u n a v a i l a b l e o r 
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something. And whether he got the c a l l or not, I 

don't know. But I remember i n t h i s p e r i o d of 

n e g o t i a t i o n , I t r i e d to t a l k e d to him myself. 

Q. Okay. How about Ruth Sutton? Did you 

t r y and t a l k t o her? 

A. No, I never t r i e d and t a l k e d to Ruth 

Sutton. Well, I may have now. I may have. I'm not 

too sure. No, I d i d n ' t t a l k to Ruth Sutton. I was 

going t o t a l k to Doyle. 

Q. Let me hand you E x h i b i t 9. 

A. Okay. 

Q. And t h a t appears to be a l e t t e r of 

October 4 t h , not from Ms. Sutton, but from Mr. 

Hartman to you about t h i s same subject of t h i n k i n g 

t h a t a deal had been made to s e l l t h i s Carlson 

Federal lease? 

A. I p r e c i s e l y remember r e c e i v i n g t h i s 

l e t t e r . And i t f u r t h e r drove a wedge between us. 

I t included two 40's f o r $50,000.00 r a t h e r than a 

si n g l e 40 f o r an i n f i l l w e l l f o r $50,000.00. 

Q. I t says th a t Hartman had proceeded w i t h 

the d r i l l i n g of the w e l l . There was no question 

about that? 

A. Yes. But the $50,000.00 he was t a l k i n g 

about i n h i s l e t t e r included two 40 acres. And I 
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Q. Why d i d n ' t you w r i t e Mr. Hartman at 

le a s t and say t h a t , " I w i l l s e l l you 40 acres f o r 

$50,000.00"? 

A. Well, I r e a l l y d i d n ' t t h i n k t h a t there 

would be much need, because I had t r i e d to have 

Foraker to express t h a t we only had the one 4 0 f o r 

sale, and I d i d n ' t want two 40's to go a t t h a t 

p r i c e . 

Q. But we know Mr. Foraker d i d n ' t express 

t h a t . And f o r t h a t , you became d i s s a t i s f i e d w i t h 

him, correct? 

A. Well, I — 

MR. HENSLEY: Excuse me. I don't 

understand th a t question. I t h i n k i t ' s misleading. 

Would you please r e s t a t e i t ? 

MR. GALLEGOS: Well, we — 

MR. HENSLEY: I t h i n k Mr. Foraker 

made i t c l e a r he d i d understand i t was only 40 and 

not 80. E x h i b i t Number 7, I t h i n k , shows t h a t . 

MR. GALLEGOS: Well, I don't t h i n k 

i t ' s c l e a r that i t does show t h a t . But l e t ' s j u s t 

deal w i t h my l i n e of i n q u i r y . 

Q. The October 1 l e t t e r from the Hartman 

o f f i c e and the October 4 l e t t e r , 1985, were clear 
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statements t h a t Hartman thought a deal had been made 

f o r the lease f o r $50,000.00, correct? 

A. Uh-huh. 

Q. Whether you agreed w i t h i t or not, you 

understood t h a t t h a t was what was being said t o you? 

A. Yes. But I also f e l t t hat we were 

g e t t i n g f u r t h e r apart i n t h a t he was encompassing 

more acreage than I had intended to put up f o r sale, 

plus I f e l t t h a t i t would be a waste of time to 

w r i t e a l e t t e r to answer t h i s p a r t i c u l a r one. Since 

he i s s e t t i n g out h i s side of i t so c l e a r l y , I don't 

t h i n k t h a t there i s anything I could have added i n 

w r i t i n g or a telephone conversation t h a t would have 

brought us any closer together to buying that s i n g l e 

40 acres. He wanted $22,000.00. I wanted to s e l l 

t h a t 40 acres f o r $50,000.00. 

Q. Well, the l e t t e r s t h a t we are t a l k i n g 

about here, E x h i b i t s 8 and 9, are not simply saying, 

"We would l i k e to buy such and such land f o r so 

much." They are saying, "We believe a deal was 

made." That was communicating to you the p o s i t i o n 

t h a t might r a i s e some l e g a l i m p l i c a t i o n s , wasn't i t ? 

A. That was a great misunderstanding 

because I never got any money. How can you make a 

deal w i t h no money? 
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Q. That's your answer, t h a t a deal could 

only be made w i t h money? 

A. Yes, s i r . 

Q. Not by agreement otherwise? 

A. No, s i r . 

Q. Let me have then, i f I may, the answer 

to my question, which i s why d i d you not respond t o 

these two l e t t e r s , October 1 and October 4 of 1985? 

A. The basic reason I d i d not respond i s I 

d i d n ' t t h i n k t h a t we would be close enough together 

by l e t t e r response to accomplish anything. 

Someplace dur i n g t h i s p o i n t I t r i e d t o c a l l . And my 

c a l l — and I ' l l c a l l a couple of times. But i f my 

c a l l i s not returned, I don't c a l l anymore. 

So I had t r i e d to c a l l , or I ' l l come by. 

I come to Midland p r e t t y o f t e n . I'd come by his 

o f f i c e and see i f we could n e g o t i a t e . But I r e a l l y 

considered these l e t t e r s not r e a l l y sincere v a l i d 

of f e r s . 

Q. So — 

A. I d i d n ' t respond to i t . 

Q. Now, there i s something else you j u s t 

said t h a t I want t o f o l l o w up here. Are you saying 

t h a t you came by Mr. Hartman's o f f i c e i n Midland? 

A. No, s i r , I d i d not. I said I would be 
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a v a i l a b l e t o . 

Q. But you had t o make t h a t known t o him 

someway, d i d you not? 

A. W e l l , I t r i e d t o by teleph o n e a couple 

of t i m e s . 

Q. When d i d you t r y and phone him? 

A. W e l l , I'm n o t p r e c i s e , b u t I t h i n k i t 

was d u r i n g the l a t t e r p a r t of September or sometime 

around October, because I d i d get b o t h of these 

l e t t e r s , and I wanted t o t a l k t o him. 

Q. What d i d you want t o t e l l him? 

A. I wanted t o see i f we c o u l d n e g o t i a t e 

and i n c l u d e b o t h of them and b r i n g the p r i c e up or 

c u t the acreage down. 

Q. And what d i d you want t o b r i n g the p r i c e 

up to? 

A. I wanted $50,000.00 each. 

Q. That's what you would have l i k e d t o have 

made a deal? 

A. Yeah. 

Q. And t h a t was something t h a t you c o u l d 

have p u t i n a l e t t e r of one paragraph and sent t o 

him? 

A. Yes, b u t I d i d n ' t . 

Q. You are a c q u a i n t e d w i t h t he mechanism 
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t h a t t h e OCD employs i n compulsory p o o l i n g cases 

t h a t i s sometimes r e f e r r e d t o as a p e n a l t y f a c t o r or 

r i s k f a c t o r , are you not? 

A. Yes, s i r . 

Q. And you know t h a t f o r c e p o o l e d 

p a r t i c i p a n t s i n a w e l l q u i t e f r e q u e n t l y are assessed 

a f a c t o r o f t h a t n a t u r e t h a t may v a r y f r o m 100 t o 

300 p e r c e n t ? 

A. Yes, s i r . 

Q. You are a c q u a i n t e d w i t h t h a t . So 

knowing what had gone on -- and I don't have t o 

re v i e w i t a l l f o r t h i s q u e s t i o n — we are aware 

t h e r e was a w e l l d r i l l e d and t h a t you were c e r t a i n l y 

b e i n g assessed some s o r t of p e n a l t y f a c t o r on those 

coses? 

A. Yes, s i r . 

( D e p o s i t i o n E x h i b i t No. 10 was 

marked f o r i d e n t i f i c a t i o n ) 

Q. Would you mind i d e n t i f y i n g f o r us, Mr. 

Olsen, E x h i b i t Number 10? 

(PAUSE) 

Q. Would you s t a t e what i t i s , please? 

A. I t ' s a l e t t e r from Campbell & Black of 

Santa Fe, r e g a r d i n g case number -- addressed t o me, 

c e r t i f i e d , Case Number 8769, a p p l i c a t i o n of Doyle 
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Hartman f o r compulsory p o o l i n g . Do you want me to 

read the l e t t e r ? 

Q. No. November, 1985, would f i n d you i n 

Phoenix, correct? 

A. Yes, s i r . 

Q. And you received t h i s ? 

A. Yes, I received i t , yes. 

Q. The n o t i c e i s not only of the proceeding 

but t h a t there w i l l be a hearing on t h i s case on 

November 21, 1985. You were informed of that? 

A. Yes, s i r . 

Q. Okay. And what d i d you do to make 

yo u r s e l f a p a r t i c i p a n t i n t h a t proceeding? 

A. I d i d n o t . p a r t i c i p a t e . I d i d not have a 

r e p r e s e n t a t i v e . 

Q. Now, on the J u l y 31 hearing, i f I r e c a l l 

your testimony, you t h i n k maybe you d i d n ' t hear from 

your o f f i c e on t h a t u n t i l p o s s i b l y the hearing was 

already held. But i n t h i s instance, you had the 

notice? 

A. I t h i n k I had an o p p o r t u n i t y to attend 

t h a t one i f I had elected t o . 

Q. And even i f you hadn't opted to attend 

y o u r s e l f , you could have obtained a lawyer to 

represent your i n t e r e s t ? 
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Q. And your i n t e r e s t a t t h a t h e a r i n g would 

have been t o oppose the p o o l i n g of your i n t e r e s t o r 

a t l e a s t oppose the d r i l l i n g c o s t f o r the p r o s p e c t 

w e l l , c o r r e c t ? 

A. That's c o r r e c t . 

Q. Not a t t e n d i n g and opposing the h e a r i n g , 

you knew what the v e r y p r o b a b l e r e s u l t s would be on 

the a p p l i c a t i o n o f Hartman; t h a t i s , t h e compulsory 

p o o l i n g would be allowed? 

A. Not n e c e s s a r i l y . I had counsel i n 

Oklahoma C i t y . I t was Dames, Dougherty and -- what 

i s t h a t lawyer's name t h a t r e p r e s e n t e d me? S i d 

Groom. S i d Groom had.some doubt as t o whether the 

f o r c e d p o o l i n g i s the way i t was b e i n g -- t h a t i t 

was necessary t o proceed w i t h i t a t t h a t t i m e . Now 

I don't have correspondence. But i n g e n e r a l i t y , he 

i n d i c a t e d some doubt t h a t the f o r c e d p o o l i n g was 

t h a t much of a problem. Now, f o r what reason, I 

don't know. 

Q. A l l r i g h t . I'm a f r a i d I don't f o l l o w 

you, what you are t r y i n g t o say t h a t he s a i d . 

A. I had S i d Groom r e p r e s e n t i n g me on t h i s 

And he put i t t o one si d e t h a t , "Don't w o r r y about 

the f o r c e d p o o l i n g a t t h i s t i m e . " 
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Q. Sid Groom i s an at t o r n e y i n Oklahoma 

City? 

A. Yes. 

Q. And he does o i l and gas work? 

A. Yes. 

Q. And by November of 19 85, he was 

representing you on the matters of the Carlson 

Federal lease? 

A. Yes. 

Q. Okay. Why had you consulted w i t h him? 

A. B a s i c a l l y because I wanted revenue from 

t h a t lease on the same basis th a t I had been g e t t i n g 

revenue from i t i n the past. And by now my revenue 

i s dropping o f f . 

Q. Okay. But I take i t you were also 

c o n s u l t i n g w i t h him as to the r e g u l a t o r y proceedings 

i n v o l v i n g the forced pooling? 

A. That's c o r r e c t . 

Q. Had you consulted w i t h Mr. Groom on or 

about the time of the J u l y proceedings i n v o l v i n g the 

Number 4 well? 

A. I r e a l l y doubt i t . I don't t h i n k t h a t I 

had. 

Q. But you d i d consult w i t h him on the 

proceedings i n v o l v i n g the Number 5 well? 
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A. At a l a t e r date, yes. 

Q. Did he advise you not to p a r t i c i p a t e , 

not to be an inte r v e n o r i n the hearing i n Case 87 69? 

A. No, he d i d n ' t , t h a t I remember. 

Q. So the answer to my o r i g i n a l question i s 

t h a t you knew what the very l i k e l y outcome would be 

i n t h i s second case on the Number 5 well? 

A. Yes. 

Q. G e o l o g i c a l l y speaking, d i d you have any 

reason to oppose the d r i l l i n g of these wells? We 

know your p o s i t i o n on the cost. But I'm t a l k i n g 

about from a geology standpoint. 

A. Well, i t ' s somewhat of a tossup. That's 

p r e t t y close t o El Paso's gas storage over there, 

which i s somewhat of a bonus. The other t h i n g i s 

there i s also a s u b s t a n t i a l water encroachment i n 

th a t area. And i t takes some p r e t t y good 

engineering to go i n and get the gas without g e t t i n g 

the water. 

Q. What c o n s i d e r a t i o n had you given to 

drainage of your reserves by o f f s e t t i n g w e l l s where 

you were only r e l y i n g on these o l d w e l l s , the 2 and 

3 f o r production? 

A. Well, the 2 and 3 seemed to have a very 

reasonable r a t i o of r e t u r n without knowing the 
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intent and the program of the new operator. I was 

rather s a t i s f i e d with the runs to date rather than 

spending a lot of money and not knowing whether he 

would ever get i t back, with $390,000.00 back. 

Q. Would i t surprise you i f the data showed 

that the Number 2 well had, for some period of time, 

many months, been non-productive, that i t was so 

weak i t couldn't buck the li n e pressure? 

A. Well, there are ways to offset that with 

compressor or rework or squeeze job or packer. 

There's ways to handle that. 

Q. Well, answer my question f i r s t . 

A. Was I aware i t was going down? Yes. 

But I d i d n ' t n e c e s s a r i l y — t h a t ' s a normal d e c l i n e 

s i t u a t i o n , because you have got to do something co 

keep the w e l l s on pr o d u c t i o n . 

Q. Okay. So what ycu would have done was 

to put on compression? 

A. Well, you could have done t h a t . There's 

a lot of different avenues that a l l have different 

ratios of return. But they need to be explored and 

evaluated quite c a r e f u l l y . 

(Deposition Exhibit No. 11 was 

marked for identification) 

Q. I'm handing you Exhibit 11, Mr. Olsen. 
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Would you mind i d e n t i f y i n g that? Just f o r the 

record, s t a t e what i t i s . 

A. Well, i t ' s a l e t t e r from Ruth Sutton of 

Doyle Hartman's o f f i c e regarding the Carlson lease. 

Q. A l l r i g h t . This l e t t e r was sent 

c e r t i f i e d mail and was on the t h i r d n o t i c e returned, 

not picked up. 

A. Okay. Well, t h i s again involves more 

acreage f o r the same amount of money. This would be 

the equivalent of s e l l i n g the other acreage f o r 

$22,000.00. 

Q. How d i d you know what the l e t t e r said i f 

you never --

A. I d i d n ' t . I only surmise from his other 

two l e t t e r s t h a t he was going to t r y to s t i m u l a t e a 

sale. 

Q. So you refused the l e t t e r ? 

A. So I refused the l e t t e r . 

Q. Let me ask you as a follow-up to t h i s 

Case 8769 f o r forced p o o l i n g , i n order to d r i l l the 

Carlson Federal Number 5, d i d you take any steps to 

a s c e r t a i n what the costs had been on t h a t well? 

A. Not t h a t I r e c a l l . 

Q. And I'm t a l k i n g about i n 1985 or e a r l y 

' 86 . 
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A. I didn't, no. 

Q. You have since then, of course? 

A. Not r e a l l y , no. 

Q. Didn't you have your auditors and lawyer 

come to Hartman's off i c e in the f a l l of 19 87? 

A. That's j u s t to see what the expenses 

were. Maybe I misunderstood your question. 

Q. Well, f i r s t 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 lat e r time 

you did examine into those costs? 

A. You bet. 

Q. Okay. I n August of 1987, a p e t i t i o n was 

f i l e d before the New Mexico O i l Conservation 

D i v i s i o n on your behalf to reopen Cases 8668 and 

8769. Are you aware of that? 

A. Yes, s i r . 

Q. Okay. T e l l me what happened preceding 

t h a t . i n order f o r you to employ the Hinkle f i r m t o 

make t h a t f i l i n g i n your behalf? 

A. I r e a l l y don't understand the question. 

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 h i r e d t h i s f i r m t o get me back on a pay s t a t u s . 

Q. Now, how l o n g had you not been on a pay 

s t a t u s ? 

A. Since Doyle Hartman took over the 

o p e r a t i o n . 

Q. And t h a t was when? 

A. I don't know. '84 or '85, whatever the 

r e c o r d s i n d i c a t e . 

Q. January, 1985, when he took over from 

Sun? 

A. Yes, s i r . I f t h a t ' s when he took over, 

yes. 

Q. And you haven't been on a pay s t a t u s 

s i n c e January of 1985? 

A. No. I g o t some checks from Doyle. I 

was on a pay s t a t u s . But the p r o d u c t i o n -- t h i n g s 

s t a r t e d d r o p p i n g o f f s h o r t l y t h e r e a f t e r . 

Q. W i t h i n , what, a few months a f t e r January 

of '85? 

A. Yes. 

Q. So what d i d you p r o v i d e t o the H i n k l e 

f i r m so t h e y c o u l d see about g e t t i n g you back on a 

pay s t a t u s ? 

A. I p r o v i d e d them t o the b e s t of my 

a b i l i t y w i t h the e x i s t i n g r e c o r d s t h a t I had a t t h a t 
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time, which were r a t h e r marginal. 

Q. The a p p l i c a t i o n f i l e d i n the OCD i n 

August of 1987 describes Case 8668 and the order i n 

th a t case. And i t also describes Case 87 69 and the 

order entered i n t h a t case. Did you have those 

orders? 

A. S i r , I'm sure I d i d , but I don't know. 

I d i d n ' t s p e c i f i c a l l y note them i n my own mind and 

make a record of them. 

Q. They were obtainable by you a t any time 

from the OCD, correct? 

A. Yes. 

Q. And there i s no other explanation as to 

mo t i v a t i n g circumstance so t h a t you surfaced i n t h i s 

matter i n August of 1987, except you decide you want 

to get back on a pay status? 

A. The money i s the only t h i n g I'm 

i n t e r e s t e d i n , g e t t i n g t h i s t h i n g cooking, 

m a i n t a i n i n g the production. 

Q. And i t had been since the sp r i n g of 1985 

th a t you hadn't been on a pay status? 

A. Yes, t h a t ' s c o r r e c t . 

Q. Did you have a gas purchase agreement 

w i t h the p i p e l i n e purchaser of the gas from the 

Carlson leases? 
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A. Yes. 

Q. And t h a t purchaser was who? 

A. El Paso. 

Q. And as a r e s u l t of t h a t purchase 

agreement, your gas was sold by you and purchased by 

El Paso. You were paid by El Paso, correct? 

A. Yes. 

Q. The checks were coming d i r e c t l y to you? 

A. Yes. 

Q. Okay. That was t r u e whether Doyle 

Hartman was operator or Sun was operator. I s n ' t 

t h a t true? 

A. No. That's not nece s s a r i l y c o r r e c t . 

Sun had been making payments, then Doyle had been 

making payments. Now, i n the process, Doyle and I 

have a f a l l i n g - o u t over the way things are being 

handled, so I have El Paso pay me d i r e c t . And they 

d i d f o r a short p e r i o d of time. 

Q. Does t h a t r e f e r to the p o i n t where 

Hartman paid you f o r the gas production and El Paso 

also paid you f o r the gas production? 

A. Yes, t h a t ' s c o r r e c t . 

Q. And you kept both checks? 

A, That's r i g h t . Yes, s i r . 

Q. Okay. And then from t h a t p o i n t forward, 
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Paso was paying you d i r e c t l y ? 

A. Yes, but they d i d only f o r a very short 

p e r i o d of time. And then they put the revenues i n 

suspense. 

Q. El Paso did? 

A. Yes. They d i d n ' t continue t o pay me 

i n d e f i n i t e l y . 

Q. Well, what d i d you do about El Paso 

hol d i n g your revenue? 

A. Went to them about i t . 

Q. And them being the Hinkle firm? 

A. Yes. 

Q. And what d i d they do about i t ? 

A. Gave i t a great deal of study. 

Q. And sent you b i l l s . Sent a b i l l every 

month? 

A. Yes. 

Q. Well, what happened besides that? 

A. Well, I'm s t i l l not back on a pay s t a t u 

w i t h El Paso. And, f r a n k l y , I don't know how I 

stand w i t h El Paso. I t ' s so mixed up and confusing 

I don't know how I stand w i t h anybody. I would l i k 

to get i t a l l s t r a i g h t e n e d out w i t h everybody. I'm 

not t r y i n g to hold anybody's revenue. But by the 
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same t o k e n , I would l i k e t o get i t s t r a i g h t e n e d o u t . 

Q. Are you s a y i n g you are s t i l l i n suspense 

w i t h E l Paso? 

A. I'm s t i l l i n suspense w i t h E l Paso. Oh, 

su r e . 

Q. Mr. Olsen, d i d you get the February, 

1986 n o t i c e t o s e l l e r s t h a t E l Paso sent o ut t e l l i n g 

you how rough t h i n g s were f o r them? 

A. Yeah. 

Q. And were you aware i n March of 19 86 the y 

e s s e n t i a l l y shut i n a l l t h e p r o d u c t i o n i n Lea 

County? 

A. Yes, b u t I'm used t o t h a t . I d i d n ' t pay 

much a t t e n t i o n t o i t . I have a l o t o f s h u t - i n gas 

w e l l s i n d i f f e r e n t p l a c e s . 

Q. I t d i d n ' t b o t h e r you? 

A. No. 

Q. I guess then you weren't aware of Mr. 

Hartman o b t a i n i n g an i n j u n c t i o n t h a t went i n t o 

e f f e c t A p r i l of 1987, r e q u i r i n g E l Paso t o produce 

those w e l l s and pay t h e c o n t r a c t p r i c e s ? 

A. No, s i r , I r e a l l y wasn't. I d i d n ' t g i v e 

i t t h a t much t i m e . 

Q. Who i s Garo l d Bowlby? 

A. That's the gentleman down a t the end of 
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the t a b l e . That's my CPA. 

Q. Where does he l i v e ? 

A. He l i v e s i n Norman, Oklahoma. 

Q. How long has he been your CPA? 

A. Oh, f o r at l e a s t 25 years. 

Q. And does he handle the f i n a n c i a l and 

accounting matters p e r t a i n i n g t o your o i l and gas 

business? 

A. Well, he a u d i t s , recommends, and 

advises. Yes, he does. 

Q. Okay. And, of course, he was doing th a t 

f o r you i n 1985? 

A. Yes, years ago. 

Q. Any reason i n 1985, a f t e r you knew you 

were force pooled on these w e l l s and knew they had 

been d r i l l e d under an estimated expense tha t you 

thought was too high t h a t you d i d n ' t have Mr. Bowlby 

go i n and do a j o i n t i n t e r e s t audit? 

A. Well, the m a t e r i a l a v a i l a b l e to us i s 

the older f i l e s . Now, whether i t was an i n t e r n a l 

mistake, whether the f i l e s were d e l i b e r a t e l y l o s t or 

thrown away as a r e s u l t of being f i r e d , which I 

haven't r u l e d t h a t out, but th a t i s why I have come 

up w i t h a v o i d i n my f i l e s d u r i n g the pe r i o d w i t h 

Carol Murphy. 
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But I s i n c e r e l y wanted C a r o l -- I sent 

Mr. Bowlby and an a c c o u n t a n t , an a s s i s t a n t , t o E l 

Paso t o t r y t o f i n d o u t . E l Paso i s scared t o death 

t o say a n y t h i n g because they don't know what 

t h e i r — i f t h e y even knew i t . I'm n o t sure t h a t 

t hey knew what t o say. But i f they d i d , t h e y ' r e not 

g o i n g t o t e l l me doodley, a n y t h i n g . 

So I sent the same group t o a u d i t Doyle 

Hartman's o f f i c e t o t r y t o f i n d out where we stand 

and d i d n ' t do any b e t t e r t h e r e . So I s t i l l don't 

know where we s t a n d as t o who owes who what and f o r 

how much. 

Q. W i t h a l l due r e s p e c t , you r e a l l y l o s t me 

w i t h t h a t answer. 

A. I d i d n ' t i n t e n d t o . 

Q. I asked about sending somebody the j o i n t 

i n t e r e s t b i l l i n g i n 1985, and you t a l k e d something 

about the f i l e s got l o s t and the person you f i r e d 

and E l Paso and -- l e t ' s go back. I'm sure you were 

t r y i n g t o g i v e an answer. 

A. I was. 

Q. I j u s t wasn't f o l l o w i n g you. L e t ' s take 

i t a s t e p a t a t i m e . Okay. You are s a y i n g 

something happened i n your own Phoenix o f f i c e as t o 

your records? 
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A. Yes. 

Q. What happened? 

A. They're j u s t not a v a i l a b l e on t h i s 

l e a s e . 

Q. And you a t t r i b u t e that at l e a s t p o s s i b l y 

to t h i s C a rol Murphy who you had to f i r e ? 

A. I t ' s p o s s i b l e . I don't want to pin i t 

that t i g h t , but I have that s u s p i c i o n . 

Q. But you have been i n t h i s business a 

long time, and you know as a working i n t e r e s t owner 

that you have got the r i g h t to go in and make a 

j o i n t i n t e r e s t b i l l i n g audit of the operator's 

records? 

A. Oh, I haven't been a b l e t o do t h a t t h a t 

easy. That i s e a s i e r s a i d than done. I mean, you 

can go i n , b u t t o p u t i t a l l t o g e t h e r j u s t doesn't 

work q u i t e t h a t easy. I t sounds v e r y easy, b u t i t 

doesn't work t h a t w e l l . 

Q. Well, l e t ' s break that down then. 

A. Okay. 

Q. F i r s t of a l l , you recognize that you 

have the r i g h t to go i n and examine the books at any 

time? 

A. Oh, sure. We did that. 

Q. But what you are saying i s sometimes 
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t h a t ' s not or t h a t ' s d i f f i c u l t as f a r as what you 

get from the examination? 

A. Yeah. 

Q. A l l r i g h t . Now, the f a c t remains tha t 

i n 1985 you d i d not request or i n s t r u c t Mr. Bowlby 

or anybody else to make a check of the expenses and 

production or anything l i k e that? 

A. Right. 

Q. And the f a c t remains i n 19 86 you d i d not 

take such a step? 

A. To the best of my knowledge, I d i d n ' t , 

no. 

Q. So i s i t accurate to say that i t was the 

f a l l of 19 87 before you had anybody i n your behalf 

examine i n t o the expenses, costs, and revenues on 

these wells? 

.A • ^ i T • 

Q. And when you d i d t h a t , i t was Mr. Bowlby 

who you requested t o do i t ? 

A. Uh-huh. 

Q. A l l r i g h t . 

MR. EZZELL: As a matter of 

c l a r i f i c a t i o n , by these w e l l s , you are r e f e r r i n g t o 

the 4 and 5 and not 2 and 3? 

MR. GALLEGOS: Well, a l l of them. By 
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t h a t , the Carlson lease w e l l s , because I t h i n k 

t h a t ' s what — he examined a l l four of them. 

MR. EZZELL: Okay. 

Q. (By Mr. Gallegos) He was asked to look 

i n t o a l l four of them, i s n ' t t h a t r i g h t ? 

A. Sure. 

MR. EZZELL: But there was a l o t of 

p r i o r correspondence w i t h respect t o the 2 and 3 and 

not the 4 and 5. 

MR. GALLEGOS: I don't dispute t h a t . 

Q. Do you have any correspondence r e l a t i n g 

to the examination of the f i n a n c i a l records or the 

a u d i t , as we might c a l l i t , t o be done i n your 

behalf by Mr. Bowlby on the Carlson lease wells? 

A. I'm sure he wrote me a l e t t e r i n the 

form of a r e p o r t of his conclusion of what he found. 

I couldn't begin to give you a date on i t or the 

t o t a l t h a t he put i n the m a t e r i a l of the l e t t e r . 

But I would have a l e t t e r from him, yes. 

MR. GALLEGOS: Could v/e see any 

correspondence, Mr. E z z e l l , which would also include 

engaging Mr. Bowlby to do t h i s audit? 

MR. EZZELL: I don't know tha t we 

would have anything, but I ' l l look. 

(DISCUSSION OFF THE RECORD) 
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( D e p o s i t i o n E x h i b i t No. 12 was 

marked f o r i d e n t i f i c a t i o n ) 

Q. L e t me hand you a copy of what has been 

marked as E x h i b i t 12 t o your d e p o s i t i o n . I t ' s a 

l e t t e r f r o m Ben Wi l c o x t o Mr. Bowlby, d a t e d October 

6, 19 87, and ask i f you have ever seen t h a t . 

(PAUSE) 

A. Yes, I have seen t h i s . 

Q. And how d i d i t come t o be p r o v i d e d t o 

you? 

A. I would assume t h a t I g o t p r o b a b l y two 

c o p i e s . One would be t h a t Mr. Bowlby would have 

sent me a copy. And the o t h e r would be t h a t Doyle 

Hartman's o f f i c e would send me a copy. 

Q. Were you h a v i n g any t r o u b l e g e t t i n g 

i n f o r m a t i o n t h a t you wanted? 

A. No, s i r . They were v e r y c o o p e r a t i v e . 

( D e p o s i t i o n E x h i b i t No. 13 was 

marked f o r i d e n t i f i c a t i o n ) 

Q. And t h i s i s E x h i b i t 13. Would you 

i d e n t i f y t h a t , please? 

(PAUSE) 

A. Okay. Yes, I have seen t h a t , and I have 

a copy of t h a t . 

Q. And were you made aware by your a u d i t 
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team v i s i t i n g t h e Hartman o f f i c e s as t o We l l Number 

4 and W e l l Number 5, th e y were p r o v i d e d w i t h the 

C-115's f o r p r o o f p r o d u c t i o n , w i t h the expenses from 

the w e l l f i l e s ? 

A. Yes. 

Q. W i t h s e t t l e m e n t statements t o show a l l 

the revenues? 

A. Yes. 

Q. Okay. And the pay-out f i l e s ? 

A. Yes. 

Q. Now, t h i s r e p o r t from Mr. Bowlby i s 

s t y l e d as b e i n g t e n t a t i v e and rough. But was t h i s , 

i n f a c t , t h e o n l y r e p o r t you r e c e i v e d from him i n 

t h i s a u d i t ? And you might c o n s u l t w i t h him i f you 

want t o . 

A. T h i s was i t , s u r e . 

MR. BOWLBY: To my knowledge, t h a t ' s 

i t . 

A. That's i t . Yeah. 

MR. BOWLBY: Unless Calder has 

something e l s e . 

Q. I haven't added these items up, Mr. 

Olsen, b u t even i f the e x c e p t i o n s on t h e 4 and 5 

t h a t Mr. Bowlby a l l u d e s t o are a l l l e g i t i m a t e , i t 

comes f a r from making t h e d r i l l i n g of the w e l l s a t a 
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cost of $300,000.00 or l e s s . You agree w i t h t h a t , 

don't you? 

A. Well, l e t ' s see. I have never thought 

of i t t h a t way. 

Q. About how much was i n question? 

A. To t r y to answer t h a t question c o r r e c t l y 

and not knowing other things t h a t might be involved, 

i t would only be an assumption t h a t t h a t would be 

c o r r e c t at t h i s time, because I'm not t a k i n g a l l 

f a c t o r s i n t o c o n s i d e r a t i o n . 

Q. Let me ask the question t h i s way. 

A. Okay. 

Q. What d i d you l e a r n and conclude from the 

au d i t r e s u l t s on the 4 and 5 w e l l t h a t were provided 

you i n November of 19 87? 

A. I take a l l audits w i t h a g r a i n of s a l t , 

because I t h i n k there might be other things that are 

l e f t out or need to be included, or I'm prepared f o r 

s u r p r i s e s . So I saw some f i g u r e s there, but to me 

they weren't struc k on stone by God. I mean, I saw 

some f i g u r e s , but I wasn't t h a t impressed w i t h any 

f i g u r e s t h a t I saw from anybody. No di s r e s p e c t . 

Q. Well, you weren't s a t i s f i e d w i t h the 

work done by Mr. Bowlby? 

A. Well, I j u s t took them r a t h e r l i g h t l y . 
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I mean, I paid for them, but they are j u s t figures. 

And I did not consider them gospel, because I 

thought we might find something l a t e r on that might 

contradict these figures. 

Q. Well, having this information as a 

resu l t of the audit that you c a l l e d 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. Okay. So you took no steps a f t e r 

r e c e i v i n g t h i s a u d i t r e p o r t i n November of 19 37 to 

express to Doyle Hartman thac you wanted to be a 

v o l u n t a r y p a r t i c i p a n t i n the well? 

A. Right. I d i d n ' t want to be a v o l u n t a r y 

participant, because I had tc get a court order to 

get in there to get an audit. And I thought, well, 

i t ' s going to be d i f f i c u l t to get along as a working 

partner when the records are not available to you 

freely for the f i r s t go-around. 

Q. What are you referring to when you say 

you had to get a court order? 
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A. W e l l , a t one time I had t o go t o 

c o n s i d e r a b l e l e n g t h s t o get i n t o get the 

i n f o r m a t i o n on t h e w e l l s a t a l l . 

MR. EZZELL: We f i l e d the a c t i o n . 

Q. Mr. E z e l l i s s a y i n g t h a t you f i l e d a 

l a w s u i t . 

MR. GALLEGOS: I s n ' t t h a t what you 

are s a y i n g , Mr. E z z e l l ? 

MR. EZZELL: We d i d not get a c o u r t 

o r d e r . They were v e r y c o o p e r a t i v e . 

Q. (By Mr. Gallegos) Doesn't Mr. Wilcox's 

l e t t e r t h a t you have a l r e a d y looked a t , s a i d you got 

a copy o f , say t o Mr. Bowlby, " I n response t o your 

telephone c o n v e r s a t i o n , here are these i t e m s , and we 

i n v i c e you t o p e r f o r m an a u d i t " ? 

A. We t r i e d t o get i n t h e r e b e f o r e , and i t 

hadn't been q u i t e t h a t easy. They postponed d a t e s . 

There would be f o o t - d r a g g i n g . And i t was not t h a t 

easy. I t sounds r a t h e r easy based on t h i s l e t t e r . 

But i t was n o t t h a t easy t o get i n t o Hartman's 

o f f i c e t o get these f i g u r e s . 

Q. You d i d n ' t have t o get a c o u r t o r d e r t o 

do i t ? 

A. No, no. 

Q. And j u s t so the r e c o r d i s v e r y c l e a r on 
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t h i s , once i t was done -- I won't argue w i t h you 

about what you had to do to do i t . But once i t was 

done, i t was your d e c i s i o n t h a t you d i d not want t o 

be a v o l u n t a r y p a r t n e r , as you put i t , or j o i n t 

i n t e r e s t p a r t i c i p a n t i n the w e l l s , the Number 4 and 

the Number 5? 

A. That's c o r r e c t . 

Q. Okay. And the f a c t t h a t the Number 4 

w e l l was d r i l l e d f o r a cost of some $16,000.00 less 

than the AFE and the Number 5 f o r some $75,000.00 

less than the AFE makes no d i f f e r e n c e to you? 

A. No. 

MR. GALLEGOS: Okay. Let me j u s t 

have a couple of minutes here, and maybe we are 

about f i n i s h e d . 

(RECESS) 

MR. GALLEGOS: That concludes my 

questions f o r Mr. Olsen. 

MR. HENSLEY: I have got a few 

c l a r i f y i n g questions. 

EXAMINATION 

BY MR. HENSLEY: 

Q. Mr. Olsen, we have j u s t been t a l k i n g 

about two e x h i b i t s here, E x h i b i t s 12 and 13. Let me 
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underst o o d e x a c t l y what the q u e s t i o n s and answers 

were r e l a t i v e t o these e x h i b i t s , Mr. Gallegos was 

a s k i n g you whether o r not you wished t o v o l u n t a r i l y 

p a r t i c i p a t e i n t h e c o s t of d r i l l i n g these w e l l s 

a f t e r your r e c e i p t of t h i s i n f o r m a t i o n . I s t h a t 

what you unders t o o d those q u e s t i o n s t o be? 

A. Yes. 

Q. L e t me ask you t h i s . Has t h e r e been a 

d i s c r e p a n c y i n the w e l l c o s t i n f o r m a t i o n which you 

have r e c e i v e d out o f Mr. Hartman's o f f i c e ? Has 

t h e r e been one r e p o r t , f o r example, t h a t i n d i c a t e d 

t h a t the w e l l c o s t was l i k e over $600,000.00? 

A. Yes. 

Q. And was t h a t a communication which 

showed t h a t your share of t h e w e l l c o s t was over 

$140,000.00? 

A. Yes. 

MR. GALLEGOS: You are a s k i n g him a 

d o l l a r per d o l l a r share o r a r i s k p e n a l t y share? 

MR. HENSLEY: D o l l a r per d o l l a r , I 

assume. I can show you where --

MR. GALLEGOS: I t h i n k you are 

m i s r e a d i n g something. 

MR. HENSLEY: Maybe so. 
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MR. GALLEGOS: Well c o s t w i t h a 200 

pe r c e n t p e n a l t y on i t , o f course, i s g o i n g t o lo o k 

d i f f e r e n t than a d o l l a r per d o l l a r c o s t . 

MR. HENSLEY: W e l l , l e t ' s j u s t mark 

t h i s . 

{ D e p o s i t i o n E x h i b i t No. 14 was 

marked f o r i d e n t i f i c a t i o n ) 

Q. L e t me hand you what has been marked f o r 

i d e n t i f i c a t i o n as D e p o s i t i o n E x h i b i t Number 14. I s 

t h i s i n f o r m a t i o n , as f a r as you know, Mr. Olsen, 

t h a t was f u r n i s h e d t o your a u d i t team by Mr. Hodge 

i n Mr. Hartman's o f f i c e ? 

A. Yes. 

Q. And does t h i s show t h a t the w e l l c o s t on 

the F e d e r a l Number 4 -- what does i t mean when i t 

says, "Well c o s t on C a r l s o n Number 4 s i n c e 

i n c e p t i o n . Olsen's 25 p e r c e n t . $146,919.00"? What 

does t h a t mean t o you? 

MR. GALLEGOS: We are r e s e r v i n g 

o b j e c t i o n s . I don't t h i n k he can i n t e r p r e t what 

somebody e l s e means, b u t --

MR. HENSLEY: W e l l , I'm a s k i n g what 

i t means t o him. I t was s u b m i t t e d t o him pursuant 

t o our re q u e s t f o r i n f o r m a t i o n . 

A. W e l l , w i t h o u t r e v i e w i n g i t i n i t s 
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e n t i r e t y , I don't know how to answer the question. 

Q. Let me ask you again, d i d you receive 

other i n f o r m a t i o n which i n d i c a t e d t h a t the costs 

were below $400,000.00, f o r example, t o t a l w e l l 

costs? 

A. Yes. 

Q. And based on the communications which 

you d i d receive i n connection w i t h the cost of the 4 

and 5 Carlson w e l l s , have you been concerned about 

what the r e a l cost of the two wells were? 

A. Yes. 

Q. And as a consequence of t h a t , d i d you 

authori z e your attorneys t o proceed w i t h the f i l i n g 

of the p e t i t i o n s which Mr. Gallegos made reference 

to i n September of 19 87 w i t h reference to reopening 

Cases 8668 and 3769? 

A. Yes, s i r , I d i d . 

Q. And i s i t your understanding of the 

purpose of those p e t i t i o n s to get a l l t h i s matter 

c l a r i f i e d and to see i f there had been compliance 

w i t h the OCD orders by Mr. Hartman? 

A. Yes, s i r . 

Q. And i f there had not been compliance, 

and i f you are given the o p p o r t u n i t y by the OCD to 

p a r t i c i p a t e i n the cost of those w e l l s , w i l l you 
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favorably consider that opportunity? 

A. Yes, s i r . 

Q. Okay. Now, l e t me go back and t r y and 

c l a r i f y a couple of t h i n g s . L e t ' s look a t 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 s o - c a l l e d 

misunderstanding, i f you w i l l , on your p a r t 

concerning whether i t was 40 acres involved i n Mr. 

Hartman's proposal or 80. Do you r e c a l l a l l those 

questions and your answers? 

A. Yes, s i r . 

Q. L e t me d i r e c t your a t t e n t i o n , Mr. Olsen, 

t o t h i s p a r t i c u l a r E x h i b i t Number 3 t o your 

d e p o s i t i o n . Does t h i s e x h i b i t p u r p o r t t o r e l a t e 

o n l y t o 40 acres b e i n g t h e Southeast q u a r t e r -

Southeast q u a r t e r of S e c t i o n 23? 

A. I t i n d i c a t e s 40 acres i n the r e g a r d . 

Q. And t h i s i s where the p r o p o s a l of Mr. 

Hartman i s again r e i t e r a t e d f o r $22,500.00? 

A. Yes, s i r . 

Q. Now, d i r e c t i n g your a t t e n t i o n to 

Deposition E x h i b i t 7 to your deposition, t h i s i s a 

l e t t e r of October 4, 1985, from Mr. Foraker to 

y o u r s e l f . Did you r e c e i v e that? 
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A. Yes, s i r . 

Q. And i s t h e r e a communication c o n t a i n e d 

i n t h i s l e t t e r t o you i n d i c a t i n g a mix-up w i t h 

r e s p e c t t o whether t h e r e i s 40 acres o r 80 acres 

i n v o l v e d i n Mr. Hartman's proposed o f f e r ? 

A. I t c l e a r l y s t a t e s 40 a c r e s . 

Q. Okay. And was i t your u n d e r s t a n d i n g a t 

a l l times m a t e r i a l i n c o n n e c t i o n w i t h your 

communications w i t h Mr. Foraker t h a t the p r o p o s a l 

from Mr. Hartman, when i t was r a i s e d t o $50,000.00, 

i n v o l v e d o n l y 40 a c r e s , b e i n g t h e Southeast-

Southeast q u a r t e r ? 

A. That was my i n t e n t . 40 acres o n l y f o r 

the $50,000.00. 

MR. HENSLEY: Okay. No f u r t h e r 

q u e s t i o n s . Thank you. 

FURTHER EXAMINATION 

BY MR. GALLEGOS: 

Q. Mr. Olsen, you wanted Mr. Bowlby and h i s 

people t o a u d i t t h e Hartman r e c o r d s so you c o u l d 

f i n d out what the a c t u a l c o s t s had been f o r the 

d r i l l i n g o f t h e Number 4 and t h e Number 5 w e l l . 

I s n ' t t h a t r i g h t ? 

A. Yes. 
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Q. And he p r o v i d e d t h a t i n f o r m a t i o n t o you, 

d i d he not? 

A. Yes. 

Q. And w h i l e i t may not be i n mind r i g h t 

now as t o those numbers, whatever th e y were, your 

t e s t i m o n y has been t h a t you weren't i n t e r e s t e d i n 

b e i n g a p a r t n e r w i t h Mr. Hartman. I s n ' t t h a t t r u e ? 

A. No, t h a t ' s not c o r r e c t . I d i d n ' t i n t e n d 

t o leave t h a t i m p r e s s i o n . I would l i k e t o be a 

p a r t n e r w i t h Mr. Hartman, c o u l d we get these f i g u r e s 

t o g e t h e r and s i t down and have a meeting. 

Q. W e l l , u n l e s s you have a s p e c i f i c 

r e c o l l e c t i o n from the a u d i t r e s u l t s , i f you w i l l 

assume f o r me the number -- t h e c o s t , t h e a c t u a l 

c o s t i n t h e Number 4 w e l l was $374,000.00, was t h a t 

an a c c e p t a b l e amount t o you? 

A. W e l l , t h e r e are o t h e r f i g u r e s i n v o l v e d . 

I c a n ' t g i v e you a d i r e c t answer. I'm t r y i n g t o 

f i g u r e out the t o t a l monies t h a t had been p a i d t o 

date w i t h E l Paso and a l s o some payments from Doyle. 

And I don't know where I s t a n d . So t o g i v e you a 

p r e c i s e -- t a k i n g t h a t i n t o c o n s i d e r a t i o n , I c a n ' t 

g i v e you a p r e c i s e answer on t h a t . 

Q. Okay. W e l l , s e t t i n g a s i d e whether E l 

Paso has p a i d you or what has gone on on t h e Number 
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2 and 3 w e l l , I'm j u s t a s k i n g you about b e i n g a 

v o l u n t a r y p a r t i c i p a n t i n the Number 4 w e l l , and 

assuming t h a t ' s w i t h i n a thousand d o l l a r s here or 

t h e r e , t h a t $374,000.00 was the c o s t i n the Number 4 

w e l l . That's what was shown by the numbers. I s 

t h a t something t h a t you want t o v o l u n t a r i l y 

p a r t i c i p a t e i n t o t h e tune of 25 percent? 

A. Yes. I wanted t o p a r t i c i p a t e i n t h a t 

w e l l t o r e s e r v e and p r o t e c t my 25 p e r c e n t . But I 

had r u n up a g a i n s t o b s t a c l e s back i n t h e e a r l y 

stages of d e a l i n g w i t h Doyle. 

Q. Okay. Then s i n c e you wanted t o do t h a t , 

once you had sent i n Mr. Bowlby and h i s team and 

they had o b t a i n e d t he a c t u a l c o s t s , why d i d you not 

take steps t o express t o Mr. Hartman t h a t you wanted 

t o be a v o l u n t a r y p a r t i c i p a n t and t o pay your share? 

MR. HENSLEY: I'm j u s t g o i n g t o 

o b j e c t t o the form of the q u e s t i o n i n t h a t i t 

assumes t h a t t h e r e i s an u n e q u i v o c a t i o n w i t h r e s p e c t 

t o the w e l l c o s t s f o r the 4 and 5. And I t h i n k Mr. 

Olsen has e x p l a i n e d t h a t t h a t i s one problem which 

i s s t i l l up i n the a i r , as f a r as he i s concerned. 

You can go on and answer the q u e s t i o n , b u t i t 

assumes t h a t t h e r e i s no d i s p u t e c o n c e r n i n g what the 

a c t u a l w e l l c o s t s were. 

PERMIAN COURT REPORTERS, 
MIDLAND-ODESSA (915) 683 

INC. 
-3032 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

84 

A. There i s no dispute about that. 

Q. Okay. And so then being no dispute 

about that, why did you not, when you had the audit 

done and you had the re s u l t s 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 s o l i c i t e d by him, on 

the other hand. Why d i d n ' t he come to me and say, 

"Well, look, you have 25 percent of t h i s . Here i s 

the r e p o r t on what we have been doing. And why 

don't you come along and p a r t i c i p a t e ? " He never d i d 

t h a t . 

Q. Well, you had the audit done to get the 

costs, and you had those r e s u l t s . 

A. But I didn't take the audit that 

seriously. 

Q. Okay. What you are suggesting i s that 

even with the audit done by your CPA, you s t i l l 

don't -- you are s t i l l not comfortable that those 
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are c o r r e c t numbers? 

A. That's c o r r e c t . 

Q. And so i f I ask you the same questions 

regarding the Number 5 w e l l , only i f I represent 

t h a t the costs of t h a t w e l l would be w i t h i n a few 

thousand of $311,000.00, the d r i l l i n g of i t , your 

answers would be the same? 

A. No, because t h a t ' s a d i f f e r e n t w e l l , and 

there would be d i f f e r e n t reserves, and there would 

be d i f f e r e n t things to consider. 

Q. Okay. Then having your knowledge about 

the reserves and having knowledge of the w e l l costs 

once an aud i t was done --

A. But I don't have the knowledge of the 

reserves. 

Q. You don't have the knowledge of the 

reserves? 

A. No. I don't know how many cubic f e e t 

would be bankable under t h a t 40 acres. 

Q. I see. So what does tha t mean, t h a t 

you --

A. That means I don't know how many f e e t of 

gas are down there. 

Q. And so what have you done to f i n d that 

out? 
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A. I haven't paid much a t t e n t i o n to i t , 

because I f i g u r e d whatever i t i s , i t ' s a stored 

value, and i t w i l l be there f o r a long time or i t 

w i l l get out whenever somebody d r i l l s f o r i t . 

Q. And as an experienced former operator 

and a person i n t h i s business, you know how to f i n d 

out what those reserves are, don't you? 

A. Yes, but you don't take them a l l that 

s e r i o u s l y . Everybody has a d i f f e r e n t -- i f you go 

to nine engineers, you w i l l get nine d i f f e r e n t 

f i g u r e s . I f you go to nine lawyers, you w i l l get 

nine d i f f e r e n t s o l u t i o n s to your problem. 

Q. So when do you ever make a decision? 

A. Very slowly. Not a l l at once. 

Q. And you d i d n ' t want to make a decision 

i n November of 19 87? 

A. No, not r e a l l y . 

Q. Are you ready to make a de c i s i o n now? 

A. I'm not sure. I don't t h i n k so. 

Q. Okay. You don't t h i n k so? 

A. No, s i r . 

MR. GALLEGOS: That's a l l the 

questions. 

MR. HENSLEY: Let me get a couple 

more things i n the record t h a t should be on there. 
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(Deposition E x h i b i t No. 15 was 

marked f o r i d e n t i f i c a t i o n ) 

FURTHER EXAMINATION 

BY MR. HENSLEY: 

Q. Just to c l a r i f y t h i s matter, Mr. Olsen, 

concerning the questions t h a t were propounded t o you 

and your answers, r e l a t i v e to when Mr. Hartman took 

over o p e r a t i o n of the Carlson lease and whether he 

paid you runs and the ensuing period when you got 

some runs f o r a short p e r i o d from El Paso, do you 

r e c o l l e c t those questions and those answers tha t 

d e a l t w i t h t h a t subject matter? 

A. Yes, s i r . 

Q. As a matter of f a c t , EI Paso u l t i m a t e l y , 

i n the summer of 1985, suspended a l l your runs from 

those p r o p e r t i e s . I s t h a t correct? 

A. Yes, s i r . That's c o r r e c t . 

Q. And i f you w i l l examine what I have 

marked f o r i d e n t i f i c a t i o n as Deposition E x h i b i t 

Number 15, can you t e l l me i f the suspension of your 

accounts was a t the instance and request of Mr. 

Hartman to El Paso? 

A. I t ' s my impression th a t Mr. Hartman put 

the accounts i n suspension. He requested El Paso to 
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Q. And i s i t your r e c o l l e c t i o n t h a t 

f i n a l l y , a f t e r communications between the Hartman 

group and El Paso, he f i n a l l y f i l e d an operator's 

l i e n and t h a t r e s u l t e d i n a suspension of a l l runs? 

A. Correct. 

Q. You haven't received any runs since, 

have you? 

A. NO. 

MR. HENSLEY: That's a l l I have. 

(Deposition E x h i b i t No. 16 was 

marked f o r i d e n t i f i c a t i o n ) 

FURTHER EXAMINATION 

BY MR. GALLEGOS: 

Q. Now l e t me show you E x h i b i t 16. 

A. Okay. 

Q. And th a t ' s from El Paso t o Hartman's 

o f f i c e , dated February 26. I t copies you, Mr. 

Olsen. I t r e f e r s t o Mr. Burr's l e t t e r of February 

15th, does i t not? 

A. Yes, s i r . 

Q. And i t says El Paso i s not going to 

comply w i t h the request of Hartman to suspend your 

payments. I s n ' t t h a t r i g h t ? 
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A. I'm n o t sure I have seen t h i s l e t t e r . 

Q. I'm n o t sure whether you have seen i t 

e i t h e r , b u t i t shows a copy t o you. 

MR. HENSLEY: W e l l , can we get o f f 

the r e c o r d a minute? 

(DISCUSSION OFF THE RECORD) 

A. I haven't seen t h a t l e t t e r , f o r whatever 

i t ' s w o r t h , whatever you want t o do. 

Q. W e l l , so we don't leave t h i s d a n g l i n g on 

the r e c o r d here, o f f the r e c o r d counsel had a 

d i s c u s s i o n , and I t h i n k we are of the view t h a t t h i s 

b a s i c a l l y i s n o t r e l e v a n t t o the Number 4 and 5 

w e l l s , and t h e r e i s a q u e s t i o n as t o why E l Paso 

r e a l l y suspended the money and E l Paso has got the 

money. 

A. Okay. 

Q. Hartman doesn't have i t . I t h i n k we a l l 

agree on t h a t . 

MR. EZZELL: On the 2 and 3. 

MR. HENSLEY: That's r i g h t . We w i l l 

s t i p u l a t e t o t h a t . 

MR. GALLEGOS: Okay. I don't have 

any f u r t h e r q u e s t i o n s . 

MR. HENSLEY: We don't have any more. 

(WITNESS EXCUSED) 
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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. 86 6 8 AND 87 69, LEA COUNTY, 
NEW MEXICO 

CASE NO. 8769 & 8668 

COURT REPORTER'S CERTIFICATE 
ORAL DEPOSITION OF HOWARD OLSEN 

Taken August 25, 1989 

I , Todd Anderson, C e r t i f i e d Shorthand Reporter 
f o r The S t a t e of Texas, do hereby c e r t i f y t h a t I am 
the d e p o s i t i o n o f f i c e r b e f o r e whom t h i s d e p o s i t i o n 
was g i v e n ; t h a t the w i t n e s s was d u l y sworn by me; 
t h a t the t r a n s c r i p t i s a t r u e r e c o r d of the 
t e s t i m o n y g i v e n by the w i t n e s s ; t h a t my charges f o r 
p r e p a r a t i o n of the completed o r i g i n a l d e p o s i t i o n 
t r a n s c r i p t and any e x h i b i t s t h e r e t o a r e : 

O r i g i n a l D e p o s i t i o n 
Copying of E x h i b i t s $ K . l f 
To Be Paid by Hon. J. E. Gallegos 

I f u r t h e r c e r t i f y t h a t the o r i g i n a l d e p o s i t i o n was: 

[X] H a n d - d e l i v e r e d or sent v i a F i r s t Class M a i l 
t o the w i t n e s s on the date shown on the bottom of 
t h i s Court R e p o r t e r ' s C e r t i f i c a t e , f o r e x a m i n a t i o n 
and s i g n a t u r e ; 

[ ] Ha n d - d e l i v e r e d or sent v i a F i r s t Class M a i l 
t o , a t t o r n e y of r e c o r d , on 
the d a t e shown on the bottom of t h i s Court 
R e p o r t e r ' s C e r t i f i c a t e , f o r o b t a i n i n g the s i g n a t u r e 
of the w i t n e s s ; 
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[ ] Held i n t h e o f f i c e s of Permian Court 
R e p o r t e r s , I n c . , t h e w i t n e s s b e i n g n o t i f i e d on the 
date shown on the bott o m o f t h i s Court R e p o r t e r ' s 
C e r t i f i c a t e by U.S. M a i l t h a t he has 20 days t o 
appear i n our o f f i c e s so t h a t he may examine and 
s i g n the d e p o s i t i o n . 

[ ] I f u r t h e r c e r t i f y t h a t the w i t n e s s f a i l e d 
t o s i g n and r e t u r n t he o r i g i n a l d e p o s i t i o n w i t h i n 20 
days, and t h a t a copy of the d e p o s i t i o n may be used 
i n l i e u of t h e o r i g i n a l . 

[ ] I f u r t h e r c e r t i f y t h a t the w i t n e s s signed 
and r e t u r n e d t h e o r i g i n a l d e p o s i t i o n , and t h a t t he 
o r i g i n a l d e p o s i t i o n , a l o n g w i t h any c o r r e c t i o n s or 
changes t h e r e t o , was h a n d - d e l i v e r e d o r sent v i a 
F i r s t Class M a i l t o the a t t o r n e y who asked the f i r s t 
q u e s t i o n a p p e a r i n g i n the t r a n s c r i p t f o r s a f e k e e p i n g 
and use a t t r i a l . 

Witness my hand t h i s 2 9 t h day of August, 1989. 

TODD ANDERSON - CERTIFIED SHORTHAND REPORTER 
CSR No. 2708 - E x p i r e s Dec. 31, 1990 

Permian Court R e p o r t e r s 
P. 0. Box 10625 

M i d l a n d , Texas 79702 
915-683-3032 
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THE STATE OF TEXAS ) 
) 

COUNTY OF ) 

I hereby c e r t i f y t h a t I have read the foregoing 
d e p o s i t i o n , and t h a t t h i s d e p o s i t i o n i s a tru e 
record of my testimony given at t h i s d e p o s i t i o n , 
together w i t h any changes or c o r r e c t i o n s t h a t I have 
i n d i c a t e d i n the spaces provided below and the 
reasons f o r 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 t h i s the day of 
19 

NOTARY PUBLIC 
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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. 86 6 8 AND 87 69, LEA COUNTY, 
NEW MEXICO 

CASE NO. 87 6 9 & 86 6 8 

ORAL DEPOSITION OF GAROLD BOWLBY 
Taken August 25, 1989 

A P P E A R A N C E S 

FOR HOWARD OLSEN: HON. HAROLD L. HENSLEY, JR. 
HON. T. CALDER EZZELL, JR. 
H i n k l e , Cox, Eaton, 

C o f f i e l d Sc Hensley 
400 N. Pennsylvania 
U n i t e d Bank Plaza, S u i t e 700 
Ros w e l l , New Mexico 83201 

FOR DOYLE HARTMAN: HON. J. E. GALLEGOS 
A t t o r n e y a t Law 
141 E. Palace Avenue 
Santa Fe, New Mexico 37 5 01 

ALSO APPEARING: MR. OLE OLSEN 
MR. HOWARD OLSEN 
MR. DOYLE HARTMAN 

PERMIAN COURT 
MIDLAND-ODESSA 

REPORTERS, INC. 
(915) 683-3032 

HARTMAN EXHIBIT 33 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

2 

ORAL ANSWERS AND DEPOSITION OF GAROLD BOWLEY, 

taken August 25, 1989, a t 1:00 p.m., a t the o f f i c e s 

of H i n k l e , Cox, Eaton, C o f f i e l d & Hensley, ClayDesta 

N a t i o n a l Bank, S u i t e 2800, 6 Desta D r i v e , M i d l a n d , 

Texas, b e f o r e Todd Anderson, C e r t i f i e d Shorthand 

R e p o r t e r f o r the S t a t e of Texas, i n accordance w i t h 

th e Rules o f C i v i l Procedure. 

IT IS STIPULATED AND AGREED by the p a r t i e s t o 

the a b o v e - e n t i t l e d and numbered cause, t h r o u g h t h e i r 

a t t o r n e y s a p p e a r i n g h e r e i n , t h a t the O r a l D e p o s i t i o n 

of the within-named w i t n e s s may be taken a t t h i s 

time and p l a c e b e f o r e Todd Anderson, C e r t i f i e d 

Shorthand R e p o r t e r f o r the S t a t e of Texas. 

PERMIAN COURT REPORTERS, INC. 
MIDLAND-ODESSA (915) 683-3032 
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GAROLD BOWLBY 

the w i t n e s s , was d u l y sworn on o a t h by the 

Court R e p o r t e r t o t e l l the t r u t h , the whole 

t r u t h , and n o t h i n g b u t the t r u t h , whereupon 

the w i t n e s s t e s t i f i e d as f o l l o w s i n answer t o 

the q u e s t i o n s propounded by Counsel: 

EXAMINATION 

BY MR. GALLEGOS: 

Q. S t a t e your name, p l e a s e . 

A. G a r o l d Bowlby. 

Q. Would you s p e l l your f i r s t name, please? 

A. G- a - r - o - l - d . 

Q. Where do you l i v e , Mr. Bowlby? 

A. Norman, Oklahoma. 

Q. What i s your occupation? 

A. R e t i r e d CPA. 

Q. When d i d you r e t i r e ? 

A. 1986. 

Q. D i d you p r a c t i c e i n Oklahoma? 

A. I n Oklahoma C i t y . 

Q. For how many years? 

A. Oh, 30 some odd ye a r s . 

Q. D i d your p r a c t i c e i n c l u d e a c c o u n t i n g and 

a u d i t i n g i n the bu s i n e s s of o i l and gas? 

A. Some o i l and gas. M o s t l y c o n s t r u c t i o n , 

PERMIAN COURT REPORTERS, INC. 
MIDLAND-ODESSA (915) 683-3032 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

5 

though. 

Q. Have you done a u d i t i n g and a c c o u n t i n g i n 

the o i l and gas i n d u s t r y as i t r e l a t e s t o the 

i n t e r e s t s of Howard Olsen? 

A. Not w h i l e I was i n p r a c t i c e , b u t when I 

r e t i r e d I d i d some work f o r him i n M i d l a n d . 

Q. B e g i n n i n g when? 

A. I n 19 87. I have always worked f o r Mr. 

Olsen as t a x a d v i s o r . 

Q. I see. W e l l , when you undertook work 

f o r him i n 1987, was i t your view t h a t you had 

expe r i e n c e and were a c q u a i n t e d w i t h the methods used 

i n a c c o u n t i n g the o i l and gas business? 

A. Yes. 

Q. Had you done a j o i n t i n t e r e s t a u d i t 

b e f o r e ? 

A. Not r e a l l y . 

Q. Have you done any since? 

A. No. 

Q. T e l l us what happened. What were the 

circumstances s u r r o u n d i n g your t a k i n g on t h i s 

engagement from Mr. Olsen? 

A. I'm sure he asked me i f I c o u l d go, and 

I t o l d him I c o u l d n ' t g i v e him a c e r t i f i e d r e p o r t 

because the terms of my r e t i r e m e n t wouldn't l e t me 

PERMIAN COURT REPORTERS, INC. 
MIDLAND-ODESSA (915) 683-3032 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

6 

do t h a t . But I have a man t h a t works w i t h me, j u s t 

r e a l l y a bookkeeper, and we agreed to go and j u s t 

look a t the records. 

Q. Now, as we are discussing t h i s i n your 

testimony, are you r e f e r r i n g t o the examination you 

made of c e r t a i n records of Doyle Hartman i n Midland? 

A. Yes. 

Q. And t e l l us how i t came about tha t you 

conducted the examination. What steps d i d you take 

i n order to be able to do i t ? 

A. Well, we j u s t made arrangements -- and I 

can't remember the man's name — that we would come 

and he would make a l l the w e l l records a v a i l a b l e to 

us. 

Q. Was the man's name Ben Wilcox? Does 

th a t r e f r e s h your r e c o l l e c t i o n ? 

A. Probably, yes. 

Q. Did you go through any other person, Mr. 

Olsen's a t t o r n e y s , f o r example, or anyone else i n 

order t o make those arrangements? 

A. Well, I'm sure we ta l k e d about i t , but 

we had permission t o go, sure. 

Q. Do you remember any p a r t i c u l a r obstacles 

or d i f f i c u l t i e s i n o b t a i n i n g t h a t access to the 

records? 

PERMIAN COURT REPORTERS, INC. 
MIDLAND-ODESSA (915) 683-3032 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

7 

A. No. 

Q. And f r o m t e s t i m o n y we p r e v i o u s l y have i n 

the r e c o r d , i t ' s i n d i c a t e d t h a t t h i s was done 

sometime i n e a r l y November of 1987. Does t h a t 

comport w i t h your r e c o l l e c t i o n ? 

A. Yes. 

Q. How much time d i d you spend a t the 

Hartman o f f i c e s ? 

A. Less tha n a week. Three or f o u r days. 

I don't remember. 

Q. D i d you come t h e r e h a v i n g i n mind 

c e r t a i n r e c o r d s t h a t you wanted t o see? 

A. Yes, s p e c i f i c a l l y the Number 4 and 5 

C a r l s o n w e l l s . 

Q. A i l r i g h t . And as t o those w e l l s , d i d 

you have c e r t a i n k i n d s of r e c o r d s or documents t h a t 

you wanted t o view? 

A. Sure. A l l the s u p p o r t i n g i n v o i c e s f o r 

c o s t s and so f o r t h . 

Q. Was i t your o b j e c t i v e , or a t l e a s t one 

of the o b j e c t i v e s of your a u d i t , t o a s c e r t a i n what 

were the a c t u a l c o s t s of d r i l l i n g the Number 4 and 

Number 5 w e l l t o c o m p l e t i o n ? 

A. Yes. 

Q. And on a p p e a r i n g a t the Hartman o f f i c e s , 

PERMIAN COURT REPORTERS, INC. 
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di d you make a request f o r the records you wanted to 

see? 

A. Yes. 

Q. And were those records furnished to you? 

A. Yes. 

Q. And d i d you examine them? 

A. We d i d . 

Q. And as a r e s u l t of that examination, 

were you able to a s c e r t a i n what the a c t u a l w e l l 

costs were on the Number 4 and Number 5 well? 

A. A l l the invoices we examined. There 

were a few holes t h a t they d i d n ' t f u r n i s h us. One 

or two invoices they never d i d f i n d , and a few 

questionable items. But, b a s i c a l l y , i f they were 

proper, we came up w i t h some numbers f o r cost. 

Q. Do you r e c a l l the numbers t h a t you came 

up with? 

A. I can't t e l l you. That's been two 

years. 

Q. W i l l E x h i b i t 13 help you? 

(PAUSE) 

A. I'm t r y i n g to f i n d a summary or 

something t h a t would give the f u l l --

Q. I was lo o k i n g f o r t h a t , too. 

A. Well, are these the operating 

PERMIAN COURT REPORTERS, INC. 
MIDLAND-ODESSA (915) 683-3032 
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statements? I r e a l l y c a n ' t f i n d any t o t a l s . 

Q. S i r , I c o u l d n ' t e i t h e r . And I'm 

wondering i f t h e r e i s n ' t something e l s e . 

A. I may have something more t o summarize. 

I r e a l l y t h i n k I do. And I d i d n ' t r e a l l y r e a l i z e 

what t h i s was or c o u l d remember what i t was. 

Q. W e l l , I would expect t h a t you would. 

And l e t me j u s t ask you t h i s . Are you s a t i s f i e d i n 

your mind t h a t you d i d p r e s e n t t o Mr. Olsen, as a 

r e s u l t of your a u d i t , your f i n d i n g s as t o the a c t u a l 

w e l l c o s t s on the 4 and t h e 5? 

A. Yes, I'm sure I d i d . 

Q. And t h a t would have been p r e s e n t e d 

someway i n w r i t i n g , would i t not? 

A. Yes. F i g u r e s o r a schedule o r 

something. 

Q. Would t h a t have been done on or about 

November 9, 19 87? 

A. Yes. Should have been r o u g h l y t h i s same 

t i m e . 

Q. Do you have even a g e n e r a l r e c o l l e c t i o n 

of what you found? 

A. Two years ago, you know, I r e a l l y c a n ' t . 

I would be a f r a i d t o say. 

Q. I n c o n n e c t i o n w i t h d o i n g t h i s 

PERMIAN COURT 
MIDLAND-ODESSA 

REPORTERS, 
(915) 683 
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examination, d i d you have a v a i l a b l e the 

a u t h o r i z a t i o n f o r expenditures? 

A. I t h i n k we d i d , yes. 

Q. And d i d you make a comparison of what 

t h a t a u t h o r i z a t i o n showed as compared to act u a l 

cost? 

A. I'm sure we d i d , yes. 

Q. Okay. But you couldn't remember how — 

A. I f you asked me $200,000.00 or 

$3 00,000.00 — you know. 

Q. Would you be w i l l i n g to search your f i l e 

and f i n d t h a t and supply i t to us through Mr. 

Olsen's attorneys? 

A. Yes. 

Q. Let me ask t h i s . E x h i b i t 13 does show a 

few exceptions. Was there any follow-up on those? 

A. We received, as I r e c a l l , answers to a l l 

but one p r e t t y s i z a b l e item. And I can't remember 

what t h a t was, f r a n k l y . I don't remember. We never 

d i d -- they j u s t d i d n ' t f i n d the invoice f o r i t , a 

p r e t t y good item. 

Q. So were the others resolved t o your 

s a t i s f a c t i o n except f o r whatever t h a t item was? 

A. Uh-huh. 

Q. Would there also be some correspondence 

PERMIAN COURT REPORTERS, INC. 
MIDLAND-ODESSA (915) 683-3032 
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on t h a t , Mr. Bowlby? 

A. I t was p r o b a b l y by phone. I'm guessing 

t h a t W i l c o x p r o b a b l y c a l l e d me. The b e s t I r e c a l l , 

he s a i d , "We j u s t c a n ' t f i n d t h a t p a r t i c u l a r 

i n v o i c e . " " W e l l , i f you ca n ' t f i n d i t , you can' t 

f i n d i t . " 

Q. I mean on t h e o t h e r s t h a t were r e s o l v e d , 

t h e y would have s u p p l i e d you documentation? 

A. Yes, yes. I know he d i d . 

Q. So t h a t w i l l be i n the f i l e ? 

A. Should be. 

Q. And then d i d you r e p o r t t o Mr. Olsen 

r e g a r d i n g t h i s f o l l o w - u p on the exce p t i o n s ? 

A. Sure d i d . 

Q. We would l i k e t o have t h a t i n f o r m a t i o n 

a l s o , i f we c o u l d , p l e a s e . 

A. A l l r i g h t . 

MR. HENSLEY: Sure. 

MR. GALLEGOS: Okay. That's a l l the 

q u e s t i o n s I have. 

(WITNESS EXCUSED) 

(SIGNATURE WAIVED) 

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. 866 8 AND 87 69, LEA COUNTY, 
NEW MEXICO 

CASE NO. 8769 & 8668 

COURT REPORTER'S CERTIFICATE 
ORAL DEPOSITION OF GAROLD BOWLBY 

Taken August 25, 1939 

I , Todd Anderson, C e r t i f i e d Shorthand Re p o r t e r 

f o r The S t a t e o f Texas, do hereby c e r t i f y t h a t I am 

the d e p o s i t i o n o f f i c e r b e f o r e whom t h i s d e p o s i t i o n 

was g i v e n ; t h a t the w i t n e s s was d u l y sworn by me; 

t h a t the t r a n s c r i p t i s a t r u e r e c o r d o f the 

t e s t i m o n y g i v e n by the w i t n e s s ; t h a t my charges f o r 

p r e p a r a t i o n of the completed o r i g i n a l d e p o s i t i o n 

t r a n s c r i p t and any e x h i b i t s t h e r e t o a r e : 

O r i g i n a l D e p o s i t i o n $ » 

Copying o f E x h i b i t s $ ,2p 

To Be Paid By Hon. J. E. Gallegos 

I f u r t h e r c e r t i f y t h a t the w i t n e s s and p a r t i e s 

p r e s e n t waived the r i g h t of the w i t n e s s t o examine 

PERMIAN COURT 
MIDLAND-ODESSA 

REPORTERS, 
(915) 683 
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and sign the d e p o s i t i o n ; and th a t the o r i g i n a l 

d e p o s i t i o n was d e l i v e r e d or mailed i n a postpaid 

p r o p e r l y addressed wrapper t o the attorney who asked 

the f i r s t question appearing i n the t r a n s c r i p t f o r 

safekeeping and use a t t r i a l . 

Witness my hand t h i s 29th day of August, 19 89. 

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 

PERMIAN COURT 
MIDLAND-ODESSA 

REPORTERS, 
(915) 683 

INC. 
-3032 
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WELL COSTS COMPARISON 

CARLSON FEDERAL 4 AND CARLSON FEDERAL 5 

P-23-25S-37E A-26-25S-37E 

LANGLIE MATTIX POOL 

LEA COUNTY, NEW MEXICO 

AFE COSTS ACTUAL COST 

WITHOUT 

CONTINGENCY 

WITH 

CONTINGENCY 

CARLSON FEDERAL #4 

CARLSON FEDERAL #5 

329,000.00 

329,000.00 

390,000.00 

390,000.00 

373,819.79 

311,378.26 

TOTAL (2 WELLS) 658,000.00 780,000.00 685,198.05 

AFE COST VS ACTUAL COST 

(TWO WELLS) 

WITHOUT CONTINGENCY 

WITH CONTINGENCY 

(685,198.05/658,000.00) X 100% 

(685,198.05/780,000.00) X 100% 

104.1% 

87.8% 

HARTMAN EXHIBIT 
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UU I LC i l / W i I l i m n 

OIL OPERATOR 
500 N. MAIN STREET̂  

MIDLAND, TEXAS — . . 

AUTHORIZATION FOR EXPENDITURE AND DETAIL WELL ESTIMATE 

LEASE NAME 

COUNTY 

Carlson Federal 
. WELL NO. W - ! i 100% of Well Cost 

Lea .STATE. Hew Maxico n E L Q Langlie Mattix. 

LOCATION: 
SE/4 SE/4 Section 23/ T-25-S, R-37-E 

DRILLING INTANGIBLES: 
1. Drilling Cost 
2. Day Work 

3,500 
1 day a t 3, 

13.145 . Per Fool 

3. Coring Service 
4. Bils and Reamers 
5. Testing 

. Well Surveys 

6. 
7. 
a. 
9. 

10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 

22. 
23. 
24. 

25 

Directional Drilling. 
Fuel 
Mud 

.Waler. 

Cemenling Service. 
Company Labor. 

Mud Logging 
Cemenl _ . Floats . 
Contracl Labor, 

Surlace Damages and Rlght-ol-Way 
Digging Pils 
Pit Lining 
Roads & BrljJges^ 

Filling Pils. 

DOtr Fraduring. Acidizing. 
Plugging 
Trucking Cost 
Developmenl Superinlendence 
Rental Equipment 
Swabbing and Testing 

^edging & Grading 
*>™6 Perilling 4,'OOTT 

days @ i. "5TJo~ 

Legal and Professional Expenses: 
Product Price Determination . 
Regulatory Hearings 

Abstracts and Tllle Opinions , 
.Other. 

Geological, Geophysical and Land Support 
Other Costs 

Contingency <S> 

WELL EQUIPMENT: 
26. Casing 

T 5 ~ 

400 9 5 / 8 

Tolal Intangibles 

S.50 pprFI 

27. 
28. 
29. 
30. 
31. 
32. 
33. 
34. 
35. 
36. 
37. 
38. 
39. 

• j ' ; b u u Fl nf ' ( n 6.46 
Fl nf /ffl 

35UU Fl nf 2 3 /8 , 9 . 2 - 6 3 Tubing 
Casing Head . 
Xmas Tree or Pumping Connections 
Pumping Unit 

Per Fl. 
Per Ft. 
Per Ft. 

Engine/Moior Controller and Power System. 
Sucker Rods 
Pump. 
Tank Battery 
Separator or Dehydration Equip. 
Metering Equipment 
Flow Lines ' 
Guards and Fences 
Other Costs 

PRODUCER 
4 6,000 

3,800 
8,400 

6,500 
8,100 

15,600 
9,500 
2,800 
1,200 
1,500 
8,000 

100,000 

2,900 
7,000 
4,500 

10,500 

2,400 
3,600 
4,300 

43,400** 
290,000 

26,000 
9,200 
1,300 
4,600 

19,500 
4,500 
6,100 
2,000 
2,600 
2,400 

1,900 
2,300 

DRY HOLE 
46,000 

3,800 
8,400 

6,500 
8,100 
5,000 
3,600 
2,800 
1,200 
1,500 
8,000 

2,800 
1,500 
3,500 

500 

2,400 
3,600 
4,300 

20.500 
134,000 

JJi iM. 

1.300 

7.300 

40. Contingency © 15 

Howard Olsen 

Tola) Tangibles 

TOTAL COST OF WELL 

25 
. Share at. 

17,600** 
100,000 

390,000** 

97,500 

142,000 

35,500 

Cur p ro j ec t ed cost f o r d r i l l i n g and cxmpleting the proposed i n f i l l v;ell i s 
REMARKS: — ^ O ^ 0 0 ^ - r - r t i i r s - e e s t - - i a f o r a 

—&f-a-151i contingency- fox - possible yioblcaiib, 
i."ouLiii>- v /e l l wi th no pxublum. 

t h t : L u L d l LTJbL L U I L f V 
SrtttloTt— 

—S-390-rOOO—eerrpleted-wei l -
t c r 

Originated by .Title 

. Tllle 

Engineer 
Date J u l y 1 0 ' "85 

Dale . 
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iwner i s Mr. R. Howard Olson, who has a 25 percent working 

. n t e r e s t . 

Q , W i l l Mr. Hartman c a l l another witness t o 

review the e f f o r t s made t o — 

A He w i l l . 

Q , — gain v o l u n t a r y joinder? 

Mr. Aycock, what i s the estimated cost o f 

the proposed w e l l ? 

A The estimated cost o f the proposed w e l l 

i n c l u d i n g contingencies i s $390,000 f o r a producing w e l l and 

5142,000 f o r a dry h o l e . 

Q j Are these costs i n l i n e w i t h the costs 

f o r o t h e r s i m i l a r w e l l s i n the area? 

A Yes, they're based on Mr. Hartman's con­

s i d e r a b l e contemporary experience as the most a c t i v e opera­

t o r throughout t h i s t r e n d . 

Q And he has d r i l l e d other L a n g l i e M a t t i x 

w e l l s i n t h i s area? 

A Yes. 

Q Have you made an estimate o f the overhead 

and a d m i n i s t r a t i v e costs t o be in c u r r e d w h i l e d r i l l i n g and 

o p e r a t i n g the w e l l ? 

A ' Yes. 

Q Are these charges and — and what are 

those charges? 

EXCERPT FROM Case No. 8668 HELD JULY 31, 1985 " A p p l i c a t i o n 
of Doyle Hartman f o r Compulsory Pooling, Lea County, New Mex 
(Carlson Federal No. 4 ) " 



DOYLE HARTMAN 
OIL OPERATOR 

500 N. MAIN STREET 
MIDLAND,TEXAS 

AUTHORIZATION FOR EXPENDITURE AND DETAIL WELL ESTIMATE 

M S-IS-I! 

LEASE NAME Car l son Fede ra l 

COUNTY_ 

. WELL NO. 

Lea . STATE New Mexico 

LOCATION: . SE/4 NE/4 Section ;26, T-25-S, R-37-E 

. W.|. 100% o f Well Cost 

. FIELD Langlie Matt ix 

DRILLING INTANGIBLES: 
1. Drilling Cost 
2. Oay Work 

6. 
7. 
a. 
9. 

10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 

22. 
23. 
24. 

3,500 
1 day a t 3 

Feet @. 
,800 

13.145 . Per Foot 

3. Coring Service 
4. Bits and Reamers 
5. Testing 

. Well Surveys . 

Directional Drilling. 
Fuel 
Mud 

. Water. 

Cementing Service. 
Company Labor 

Mud Logging 
Cement _ . Floats . 
Contract Labor. 

Surlace Oamages and flight-ol-Way 
Digging Pits 
Pit Lining : 
Roads & Bridges 
Acidizing 10.000 Fracturing_ 
Plugging 
Trucking Cost 

Filling Pils. 

Dredging & Grading 
86.000 Pertorating 4 

Development Superintendence 
Rental Equipment 
Swabbing and Testing 

14 days @ I 500 /day 

Legal and Professional Expenses: 
Product Price Determination . 
Regulatory Hearings: 

Abstracts and Title Opinions 
.Other. 

Geological, Geophysical and Land Support 
Other Costs 

PRODUCER 
46.000 

3,800 
8.400 

6,500 
8,100 
15,600 
9,500 
2, BOO 
l.,2QQ. 
_L,5.0fl. 
B,000. 

100,000 

2,900 
7,000 
4,500. 
10,500 

2,400 
3,600 
4,300 

DRY HOLE 
46.000 

3,300 
8,400 

6,500. 
fl,100 
5,000 
3,600 
2,800 
1,200 
1,500. 
Rrnon 

_2̂ aQO_ 
. 3,500 
3,500. 

son 

7 ,400 

3,600. 
4,300. 

25. Contingency @ 15 % 

WELL EQUIPMENT: 
26. Casing 400 

27. 
28. 
29. 
30. 
31. 
32. 
33. 
34. 
35. 
36. 
37. 
38. 
39. 

3 .qnn 
.Ft. o l . 
.Ft. ol . 
.Ft. of. 
.Ft. o l . 

9 5/B 

Tubing 3.500 
Casing Head 
Xmas Tree or Pumping Connections 
Pumping Unit 

2 3/8 

Engine/Motor Controller and Power System. 
Sucker Rods 
Pump 
Tank Battery 
Separator or Dehydration Equip. 
Metering Equipment 
Flow Lines 
Guards and Fences 
Other Costs 

40. Contingency © _15_ 

Tolal Intangibles 

8.50 
fi..46. 

2.63 

.Per Ft. 

.Per Ft. 

. Per Ft. 

.Per Ft. 

Tolal Tangibles 

TOTAL COST OF WELL 

4 \ 4 n n 
?qn,nnn 

76,000. 
9,200 
i ,~uw 
4, Finn 

i q ^ n n 
4, son 

-.fi,.ino. 
. ?,nnn 

?,6nn 
. 7,.400. 

1, Qnn 
7. ^nn 

17,600. 
inn 'nop 

390,000 

?n,5on 

3,400. 

i ,3og_., 

• 2,300.. 

-8-flOQ 

142,000 

. Share al. 

REMARKS' Our projected cost f o r d r i l l i n g and completing the proposed i n f i l l we l l i s 
^ - * ^ ' V U 0 - T n : i - S cost i s t o r a rout ine w e l l wi th no problems. With the 
adaption or a 15% contmgency to r possible problems, the t o t a l cost cares 
to $J9U,UUU to r a completed w e l l . 

Originated by c ^ o ^ ^ y Q> fa -7~~ Title E n 9 i n e e r Dale October 15, 1985 

Approved Title Date 
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area and was i n e f f e c t i v e l y d r a i n i n g i t , as w e l l . 

The Terra Carlson Federal No. 1 operated 

by Doyle Hartman i s l o c a t e d i n Unit C of Section 26, Town­

shi p 25 South, Range 37 East, and has a cumulated since i n i ­

t i a l p r o d u c t i o n approximately 2.9 BCF of gas and was produc­

in g between — has produced as high as 4 - m i l l i o n cubic f e e t 

per month w i t h i n the year p r i o r to J u l y 1st, 1985, and was 

producing approximately an average of around 3 . 3 - m i l l i o n 

cubic f e e t per month; has a d e f i n i t e downward, d e f i n e d down­

ward tre n d on the r a t e / t i m e curve and there i s no BHP/z data 

a v a i l a b l e to p l o t a -- t o determine the slope of t h a t curve. 

The Santa Fe Energy Carlson "B" 26 No. 4 

i s l o c a t e d i n 26-1, 25 South, 37 East. I t has accumulated 

1.4 BCF o f gas pr o d u c t i o n as of J u l y 1st of 1905. I t i s 

producing a t between 560 and 720 MCF per month w i t h a very 

s l i g h t downward t r e n d t o the r a t e / t i m e curve and w i t h a r e ­

c i p r o c a t e d s i g n change slope of the BHP/z as a f u n c t i o n of 

cumulative gas curve of on l y 5.5 MMCF per- p s i , i n d i c a t i n g 

once again t h a t i t i s not d r a i n i n g a very large area and i s 

not d r a i n i n g i t very e f f e c t i v e l y . 

Q Mr. Aycock, what i s the estimated cost of 

the proposed w e l l ? 

A We are using the same AFE f o r t h i s as we 

d i d f o r Case 8668, which i n d i c a t e s the c o s t of a producing 

w e l l a t $390,000 and a dry hole a t $142,000. 

CERPT FROM CASE NO. 8769 HELD NOVEMBER 21, .1985 
y l e Hartman f o r Compulsory P o o l i n g , Lea County, 
a r l s o n F e d e r a l No. 5 ) " 

" A p p l i e at i o n 
New Mexico 

o 
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Q Are these — 

A And t h a t i s w i t h contingencies. With a 

r o u t i n e w e l l / w i t h no contingencies the d r i l l i n g — the com­

p l e t e d c o s t would be $329,000. 

Q And these costs are i n l i n e w i t h the 

costs f o r o t h e r w e l l s i n the area? 

A They're i n l i n e w i t h Mr. Hartman's cur­

r e n t experience as the most a c t i v e operator i n the Jalmat-

L a n g l i e M a t t i x t r e n d a t the present time. 

Q Have you made an estimate of the overhead 

and a d m i n i s t r a t i v e costs t o be assessed while d r i l l i n g t h i s 

w e l l and a l s o w h i l e — 

A Yes. 

Q — producing i t ? 

A $550 per month wh i l e producing and $5500 

per month w h i l e d r i l l i n g . 

Q Are these the f i g u r e s t h a t were author­

ize d by the Commission i n Order R- — or i n the p r i o r order 

f o r the acreage to the north? 

A For Case 8668, yes, they were. 

Q And do you recommend t h a t these f i g u r e s 

be i n c l u d e d i n any order which r e s u l t s from today's hearing? 

A I do. 

Q Mr. Aycock, does Mr. Hartman request t o 

be designated operator of the proposed u n i t and w e l l ? 
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