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STATE OF NEW MEXICO 
OIL CONSERVATION COMMISSION 

IN THE MATTER OF: 
THE HEARING CALLED BY 
THE OIL CONSERVATION COMMISSION 
TO CONSIDER: 

IN THE MATTER OF CASE NO. 8668 BEING 
REOPENED UPON APPLICATION OF HOWARD 
OLSEN TO RECONSIDER THE PROVISIONS OF 
DIV I S I O N ORDER NO. R-8031, ISSUED I N 
SAID CASE NO. 8668 AND DATED 
SEPTEMBER 27, 1985, WHICH GRANTED THE 
APPLICATION OF DOYLE HARTMAN TO 
COMPULSORILY POOL ALL MINERAL INTERESTS 
FROM THE SURFACE TO THE BASE OF THE 
LANGLIE-MATTIX POOL UNDERLYING THE SE/4 
SE/4 (UNIT P) OF SECTION 23, 
TOWNSHIP 25 SOUTH, RANGE 37 EAST. 

IN THE MATTER OF CASE NO. 8769 BEING 
REOPENED UPON APPLICATION OF HOWARD 
OLSEN TO RECONSIDER THE PROVISIONS OF 
DIV I S I O N ORDER NO. R-8991, ISSUED IN 
SAID CASE NO. 8769 AND DATED 
DECEMBER 6, 1985, WHICH GRANTED THE 
APPLICATION OF DOYLE HARTMAN TO 
COMPULSORILY POOL ALL MINERAL INTERESTS 
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. 

CASE NO. 8668 

CASE NO 

^Kl.9^1^L§.-l^h^.§L£.^.Ll.l-9.K-E.?:9.c1^9.L^.9.§. 
COMMI SSI_ON_HEARI_NG 

BEFORE: WILLIAM J. LeMAY, C h a i r m a n 
WILLIAM WEISS, C o m m i s s i o n e r 
GARY CARLSON, C o m m i s s i o n e r 

F o r : OIL CONSERVATION 
DI V I S I O N 

By: SUSAN G. PTACEK 
C e r t i f i e d C o u r t R e p o r t e r 
CCR No. 124 
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February 
1:30 

Santa Fe , 

28, 1991 
p.m. 
New Mexico 

Th i s m a t t e r came on f o r h e a r i n g b e f o r e the O i l 
C o n s e r v a t i o n Commission on February 28, 1991, a t 1:30 p.m. 
at Mabry H a l l , E d u c a t i o n B u i l d i n g , Santa Fe, New Mexico, 
b e f o r e Susan G. Ptacek, a C e r t i f i e d Court R e p o r t e r No. 124, 
S t a t e of New Mexico. 
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E X H I B I T S 

I D A d m t d 

OLSEN EXHIBIT 

1 16 17 

2 59 59 

HARTMAN EXHIBIT 

1 106 107 

2 106 107 

3 106 107 

4 106 107 

5 106 107 

6 106 107 

7 106 121 

8 109 121 

9 109 121 

10 109 121 

11 110 121 

12 114 121 

13 114 121 

14 114 121 

15 114 121 

16 115 121 

17 117 121 

18 119 121 

19 119 121 
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E X H I B I T S ( C o n t i n u e d ) 

20 139 147 

21 238 147 

22 141 147 

23 142 147 

24 142 147 

25 143 147 

26 154 166 
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28 

29 120 121 

30 156 163 

31 160 163 
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A P P E A R A N C E S 

FOR THE DIVISION: ROBERT G. STOVALL, ESQ. 
General Counsel 
O i l C o n s e r v a t i o n D i v i s i o n 
S t a t e Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 87504 

FOR THE HOWARD OLSEN: HINKLE, COX, EATON, COFFIELD & 
HENSLEY 
A t t o r n e y s a t Law 
BY: T. CALDER EZZELL, JR., ESQ. 
700 U n i t e d Bank Plaza 
400 N. P e n n s y l v a n i a 
R o s w e l l , New Mexico 88202 

FOR DOYLE HARTMAN: GALLEGOS LAW FIRM, P.C. 
A t t o r n e y s a t Law 
BY: J. E. GALLEGOS, ESQ. 
141 East Palace Avenue 
Santa Fe, New Mexico 87501 

and 

CAMPBELL & BLACK, P.A. 
A t t o r n e y s a t Law 
BY: WILLIAM F. CARR, ESQ. 
110 N. Guadalupe 
Santa Fe, New Mexico 87501 
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COMMISSIONER LEMAY: We s h a l l resume w i t h the O i l 

C o n s e r v a t i o n Commission d o c k e t . C a l l Cases 8668 and 8769. 

MR. STOVALL: 8668 i s the m a t t e r of Case NO. 8668 

b e i n g reopened upon a p p l i c a t i o n Howard Olsen t o r e c o n s i d e r 

the p r o v i s i o n of D i v i s i o n Order No. R-8031 i s s u e d i n s a i d 

Case No. 8668 and dated September 28, 1985, which g r a n t e d 

the a p p l i c a t i o n o f Doyle Hartman t o c o m p u l s o r i l y p o o l a l l 

m i n e r a l i n t e r e s t from the s u r f a c e t o the base of 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 s o u t h e a s t q u a r t e r 

s o u t h e a s t q u a r t e r ( U n i t P) S e c t i o n 27, Township 25 South, 

Range 27 East. 

8769 i s the m a t t e r of t h a t case reopened t o 

r e c o n s i d e r the p r o v i s i o n s o f Order R-8091 i s s u e d i n s a i d 

case d a t e d December 6, 1985, w i t h r e s p e c t t o the f o r c e d 

p o o l i n g a p p l i c a t i o n of Doyle Hartman p o o l i n g a l l i n t e r e s t s 

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

u n d e r l y i n g the s o u t h e a s t of the n o r t h e a s t of S e c t i o n 26, 

Township 25 N o r t h , Range 37 East. 

COMMISSIONER LEMAY: Appearances i n theses cases, 8668 

and 8769? 

MR. EZZELL: May i t please the Commission, I'm Calder 

E z z e l l w i t h the H i n k l e law f i r m o f R o s w e l l . I r e p r e s e n t 

the a p p l i c a n t Howard Olsen i n the reopened and c o n s o l i d a t e d 

cases 8668 and 8769. I have no w i t n e s s e s t o swear. 

COMMISSIONER LEMAY: Thank you, Mr. E z z e l l . 
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MR. CARR: May i t please the Commission, my name i s 

W i l l i a m F. Carr w i t h the law f i r m Campbell & B l a c k , P.A., 

of Santa Fe. I'm a p p e a r i n g were today i n a s s o c i a t i o n w i t h 

Mr. Gene G a l l e g o s of the Ga l l e g o s Law Firm. We r e p r e s e n t 

Doyle Hartman. We have f i v e w i t n e s s e s , t h r e e we w i l l 

p r e s e n t l i v e and two we i n t e n d t o p r e s e n t t h r o u g h 

d e p o s i t i o n t e s t i m o n y . 

COMMISSIONER LEMAY: Thank you, Mr. Carr. Those 

w i t n e s s e s t h a t are here l i v e , would you please s t a n d and 

r a i s e your r i g h t hand and be sworn. 

(Whereupon the w i t n e s s e s were d u l y 

swo r n . ) 

COMMISSIONER LEMAY: Did you want t o s t a r t w i t h any 

opening s t a t e m e n t s or j u s t g et r i g h t i n t o i t ? What's your 

p l e a s u r e ? 

MR. EZZELL: May i t please the Commission, I ' d l i k e t o 

move the r e c o r d from the September 9, 1989, examiner's 

h e a r i n g , which was the reopened and c o n s o l i d a t e d examiner's 

h e a r i n g i n these cases, be i n c o r p o r a t e d i n t o and be made a 

p a r t of the r e c o r d f o r t h i s de novo h e a r i n g . There have 

never been any f a c t u a l d i s p u t e s i n t h i s m a t t e r . O b v i o u s l y 

e v e r y t h i n g t h a t o c c u r r e d , o c c u r r e d l o n g i n the p a s t . I n 

our o p i n i o n r e i n t r o d u c t i o n of a l l the evidence t h a t was 

s u b m i t t e d o r i g i n a l l y would be a waste of the commission's 

t i m e , and so I would move t h a t the e n t i r e r e c o r d from the 
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h e a r i n g 

COMMISSIONER LEMAY: I s t h e r e any o b j e c t i o n t o t h a t ? 

MR. GALLEGOS: To which we o b j e c t , Mr. Chairman and 

Members of the Commission. T h i s i s a de novo p r o c e e d i n g . 

That means t h i s i s f r e s h s t a r t . T h i s i s n o t a re v i e w 

p r o c e e d i n g of what has gone b e f o r e . T h i s i s a de novo 

h e a r i n g , meaning a l l the evidence t o be p r e s e n t e d , of 

cour s e , which the a p p l i c a n t has the burden of p r o o f on, i s 

to be heard a t t h i s t i m e . And we o b j e c t t o a n y t h i n g as f a r 

as the examiner's h e a r i n g b e i n g made a p a r t o f t h i s r e c o r d . 

COMMISSIONER LEMAY: Mr. G a l l e g o s , are you f a m i l i a r 

w i t h the past h i s t o r y of the commission where we have 

a l l o w e d the r e c o r d of the examiner's h e a r i n g s t o be e n t e r e d 

i n t o r ecord? 

MR. GALLEGOS: I can' t say t h a t I am or I am n o t , 

Mr. Chairman, but I don't t h i n k the pa s t h i s t o r y 

n e c e s s a r i l y makes i t r i g h t . I don't t h i n k t h a t would be 

c o r r e c t . I t h i n k i t would be e r r t o do so. That's what a 

de novo h e a r i n g i s a l l about. T h i s commission, no one i s 

s i t t i n g here today has heard the evidence i n t h i s case. 

That's why i t i s t o be p r e s e n t e d so t h a t evidence can be 

heard, the c r e d i b i l i t y of the w i t n e s s e s j u d g e d , the 

e x h i b i t s examined, and t h a t i s a l l t h a t i s m a t e r i a l t o t h i s 

commission; what comes i n b e f o r e i t today. 
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COMMISSIONER LEMAY: Take a f i v e - m i n u t e recess and we 

w i l l have a r u l i n g on t h a t . Mr. Carr? 

MR. CARR: There i s one o t h e r t h i n g I j u s t might p o i n t 

o u t . I n terms of pa s t commission p r a c t i c e , I u n d e r s t a n d 

you do take t he r e c o r d where the p a r t i e s agree. But we are 

not a s k i n g you t o review the d e c i s i o n of the examiner. We 

are a s k i n g you t o e n t e r a new o r d e r . The evidence which we 

i n t e n d t o p r e s e n t today i s d i f f e r e n t i n s u b s t a n t i a l ways 

from what was p r e s e n t e d below, and we t h i n k i t i s 

a p p r o p r i a t e -- we're here on Mr. Olsen's a p p l i c a t i o n --

t h a t t h e y prove t h e i r case and we're e n t i t l e d t o respond. 

I t h i n k t h a t i t ' s a l e n g t h y r e c o r d , numerous 

documents, and f o r an e f f e c t i v e p r e s e n t a t i o n of j u s t 

l o b b i n g a mass of i n f o r m a t i o n i n t o the commission's l a p , we 

would l i k e t o have the o p p o r t u n i t y t o go t h r o u g h , respond 

t o the arguments t h a t are advanced and i n d i v i d u a l l y p r e s e n t 

and emphasize our s i d e on t h i s case t o you. 

MR. STOVALL: Mr. E z z e l l . 

MR. EZZELL: I would l i k e t o p o i n t out t h a t i n the 

September of 1989 h e a r i n g I d i d n o t have any w i t n e s s e s and 

d i d n ot have any e x h i b i t s t o e n t e r . Counsel a t t h a t time 

had agreed t h a t the o n l y m a t e r i a l f a c t s , and o n l y the 

m a t e r i a l f a c t s , would l e a d t o the d e c i s i o n of the case. We 

s t i p u l a t e d as t o , I t h i n k we c a l l e d i t , a c h r o n o l o g i c a l 

s t a t e m e n t o f key f a c t s . And i t was on t h a t -- and t h a t 
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c h r o n o l o g i c a l s t a t e m e n t of key f a c t s , which i s i n the 

r e c o r d , e s t a b l i s h e d the prima f a c i a case t h a t l e a r n e d 

c ounsel are t e l l i n g me t h a t I have the burden of coming 

f o r w a r d w i t h . That i s i n the r e c o r d . I ask t h a t i t be 

i n c o r p o r a t e d a g a i n . 

A l l of the e x h i b i t s and a l l of the t e s t i m o n y 

from 16 months ago was from Mr. Hartman's s i d e . That 

evidence was n o t p e r s u a s i v e on the d i v i s i o n . I'm not going 

t o o b j e c t t o t h a t which th e y want t o p r e s e n t today. Other 

than the e x t e n t t h a t — t o the e x t e n t t h a t i t ' s a l r e a d y i n 

the r e c o r d , and I imagine much of i t w i l l be a 

r e i n t r o d u c t i o n of those m a t t e r s t h a t are a l r e a d y of r e c o r d 

i n the examiner's h e a r i n g . 

I've never had an OCD case l i k e t h i s . We've got 

d e p o s i t i o n s . We've had b r i e f s . We had t o spend the n i g h t 

l a s t time when none of us was p l a n n i n g t o . I f e e l l i k e i n 

the i n t e r e s t o f time and the avoidance of redundancy t h a t 

the r e c o r d t h a t a l r e a d y e x i s t s be i n c o r p o r a t e d 

COMMISSIONER LEMAY: I u n d e r s t a n d . I s t h e r e any 

problem w i t h the i n t r o d u c t i o n of the s t i p u l a t i o n of f a c t s 

from t he examiner h e a r i n g as b e i n g i n t r o d u c e d i n t o the 

record? 

MR. GALLEGOS: Mr. Chairman, I don't t h i n k t h e r e was a 

s t i p u l a t i o n of f a c t s . There was, i f my memory serves me, a 

one-and-a-half-page c h r o n o l o g i c a l l i s t i n g of f a c t s . That's 
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what we're t a l k i n g about. That's the o n l y t h i n g we 

s t i p u l a t e d t o a t t h a t t i m e . And as I say, t h i s i s a new 

b a l l game. 

COMMISSIONER LEMAY: Did the f a c t s change or would 

you be w i l l i n g t o s t i p u l a t e t o those same f a c t s ? 

MR. GALLEGOS: There are d i f f e r e n t f a c t s . C e r t a i n of 

those f a c t s o b v i o u s l y remain. There are a d d i t i o n a l f a c t s . 

There are a d d i t i o n a l w i t n e s s e s t o t a l k about c e r t a i n of the 

e x h i b i t s and the events t h a t were s t i p u l a t e d t o . 

COMMISSIONER LEMAY: My q u e s t i o n i s , those 

s t i p u l a t i o n s , the c h r o n o l o g i c a l s t a t e m e n t o f f a c t s , you are 

o b j e c t i n g t o those b e i n g a d m i t t e d i n t o t h i s r e c o r d a l s o ? 

MR. GALLEGOS: That's c o r r e c t . Mr. Chairman, we 

o b j e c t t o t h a t . Our p o s i t i o n i s t h a t t h i s h e a r i n g i s t o 

take the evidence on t h i s case. What's happened b e f o r e , 

what the examiner d i d i s not s u b j e c t t o — i s not a m a t t e r 

o f , as I say, r e v i e w . I t ' s n ot t h i s commission l o o k i n g 

back and s a y i n g on t h a t e v i d e n c e , d i d the examiner make a 

c o r r e c t or i n c o r r e c t d e c i s i o n . What we're here f o r i s f o r 

t h i s commission t o hear the evidence i n t h i s case. 

COMMISSIONER LEMAY: Le t ' s take a t h r e e - m i n u t e 

r e c e s s . We w i l l have a r u l i n g on t h a t . 

(At 1:40 p.m. a recess was t a k e n . ) 

COMMISSIONER LEMAY: What we're r u l i n g i s the r e c o r d 

of t he examiner h e a r i n g on September 9 w i l l not be a d m i t t e d 
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i n t o the r e c o r d . However, i n the event any p o r t i o n of a 

d e p o s i t i o n i s i n t r o d u c e d as e v i d e n c e , t h a t whole d e p o s i t inn 

w i l l be i n t r o d u c e d as ev i d e n c e . I n o t h e r words, we're not 

goi n g t o take p a r t of the d e p o s i t i o n i n t r o d u c e d , we're 

goi n g t o take the whole t h i n g or we're not go i n g t o take 

any of i t . L e t ' s proceed. 

(There was a s h o r t i n t e r r u p t i o n . ) 

COMMISSIONER LEMAY: You may proceed, Mr. E z z e l l . 

MR. EZZELL: May i t please the Commission, I w i l l j u s t 

g i v e a b r i e f s t a t e m e n t o f the case, and I w i l l i n t r o d u c e 

the d e p o s i t i o n o f Mr. Hartman as p r o b a b l y my o n l y e x h i b i t . 

T h i s i n v o l v e s two se p a r a t e f o r c e d p o o l i n g 

a c t i o n s . I n each case Mr. Hartman was the a p p l i c a n t . My 

c l i e n t , Mr. Olsen — i t i n v o l v e d the same f e d e r a l lease 

c o v e r i n g two 40-acre t r a c t s of l a n d as you heard 

Mr. S t o v a l l i d e n t i f y them. Each 40-acre t r a c t had a w e l l 

on i t . Mr. Olsen had f o r a l o n g time owned an u n d i v i d e d 25 

p e r c e n t i n t e r e s t i n the l e a s e . The le a s e was o p e r a t e d by 

Sun. Mr. Hartman a c q u i r e d Sun's i n t e r e s t . Mr. Hartman on 

two s e p a r a t e o c c a s i o n s i n 1985, one i n J u l y , I b e l i e v e i t 

was, and one l a t e r i n the f a l l , October I t h i n k , n o t i f i e d 

Mr. Olsen of h i s d e s i r e t o d r i l l i n f i l l w e l l s . C e r t a i n 

n e g o t i a t i o n s were e n t e r e d i n t o . I'm sure we w i l l hear much 

more about t h a t . 

I w i l l be the f i r s t t o concede t h a t Mr. Hartman 
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d i d e v e r y t h i n g humanly p o s s i b l e t o come t o an agreement 

w i t h Mr. Olsen on whether t h e r e would be a sa l e of the 

l e a s e , Mr. Olsen's i n t e r e s t i n the l e a s e ; whether he would 

p a r t i c i p a t e or whether he would farm o u t . Mr. Hartman was 

i n a h u r r y t o get the w e l l s d r i l l e d . So s i m u l t a n e o u s l y 

w i t h n e g o t i a t i n g w i t h Mr. Olsen, he a p p l i e d f o r a 

compulsory p o o l i n g o r d e r . 

The f a c t s are not i n d i s p u t e . The commission i n 

the f i r s t case, 8668, which i n v o l v e d the d r i l l i n g of the 

Ca r l s o n F e d e r a l No. 4 w e l l , the i n t e r e s t of Mr. Olsen was 

covered by a f o r c e d p o o l i n g o r d e r . The f o r c e d p o o l i n g 

o r d e r was of s t a n d a r d form, r e q u i r i n g the a p p l i c a n t t o --

a f t e r the date o f the or d e r and w i t h i n 30 days of the 

d r i l l i n g of the w e l l g i v e any a f f e c t e d p a r t i e s , i n t h i s 

case meaning Mr. Olsen who was the o n l y o t h e r i n t e r e s t 

owner, an i t e m i z e d l i s t of w e l l c o s t s and one f i n a l 

o p p o r t u n i t y t o p a r t i c i p a t e i n the w e l l . I t i s agreed by 

a l l p a r t i e s t h a t t h a t was not done. 

The same t h i n g happened on the second f o r c e d 

p o o l i n g , which was 8769, d e a l i n g w i t h the C a r l s o n F e d e r a l 

No. 5 w e l l . The -- i n the f i r s t s i t u a t i o n the w e l l was 

a c t u a l l y spudded b e f o r e the or d e r was i s s u e d . I n the 

second s i t u a t i o n the o r d e r was i s s u e d , the w e l l i m m e d i a t e l y 

spudded. But a g a i n , i d e n t i c a l language i n the o r d e r , 

Mr. Hartman d i d not ad v i s e Mr. Olsen of the e s t i m a t e d w e l l 
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c o s t s ; d i d n o t g i v e him one l a s t o p p o r t u n i t y t o 

p a r t i c i p a t e . 

That does not mean t h a t he d i d n ' t have a l l the 

o p p o r t u n i t y t o p a r t i c i p a t e i n the w o r l d , because p r i o r to 

the h e a r i n g s Mr. Hartman had sent Mr. Olsen AFEs. They 

were s t i l l t r y i n g t o work out a d e a l where Mr. Hartman 

would a c q u i r e the i n t e r e s t of Mr. Olsen. And the f a c t s 

remain and, ag a i n t h e y are u n d i s p u t e d , t h a t i n n e i t h e r case 

was the o r d e r o f the commission adhered t o i n t h a t a f t e r 

the o r d e r was e n t e r e d , and a f t e r the p e n a l t y was s e t -- and 

t h a t ' s why the o r d e r s read the way th e y do -- the a f f e c t e d 

p a r t y was not g i v e n the one l a s t o p p o r t u n i t y t o 

p a r t i c i p a t e , so he c o u l d p r o p e r l y e v a l u a t e h i s o t h e r 

o p t i o n s . Knowing t h a t t h e r e i s a 200 p e r c e n t p e n a l t y as 

opposed t o a 50 p e r c e n t or 100 p e r c e n t p e n a l t y would 

c e r t a i n l y a f f e c t your d e c i s i o n on whether t o p a r t i c i p a t e , 

farm o u t , s e l l or go under the terms of the o r d e r . 

The o n l y f a c t s t h a t I f e e l I need t o put b e f o r e 

the commission t o e s t a b l i s h t h a t case are the f a c t s 

c o n t a i n e d i n Mr. Hartman's d e p o s i t i o n where he s t a t e s t h a t 

t e c h n i c a l l y no, the o r d e r s were not adhered t o i n t h a t 

a f t e r the e n t r y o f the or d e r and w i t h i n 30 days of d r i l l i n g 

the w e l l s , t h e r e was no AFE or no e s t i m a t e of w e l l c o s t s 

sent and no o p p o r t u n i t y g i v e n t o Mr. Olsen t o p a r t i c i p a t e . 

That I b e l i e v e e s t a b l i s h e s the burden of p r o o f 
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on the a p p l i c a n t , Mr. Olsen, f o r the r e o p e n i n g of the cases 

t o ask the commission as t o the h e a r i n g examiner t o e n f o r c e 

the o r d e r s by g i v i n g him the o p p o r t u n i t y t o p a r t i c i p a t e i n 

the w e l l s . And so w i t h t h a t — I cannot f i n d the o r i g i n a l 

i n h e r e , b u t I have t h i s and s e v e r a l c o p i e s of the 

e x h i b i t s . 

W i l l t h i s copy of Mr. Hartman's d e p o s i t i o n 

s u f f i c e , save me from l o o k i n g t h r o u g h here? 

MR. GALLEGOS: Mr. Chairman, we would l i k e t o make an 

opening a t t h i s t i m e . 

COMMISSIONER LEMAY: I s t h i s your whole case or i s 

t h i s j u s t your opening? 

MR. EZZELL: That's the case, s i r . 

MR. GALLEGOS: Don't you want t o read i t t o the 

commi s s i on? 

MR. EZZELL: I assumed t h a t we were g o i n g t o e n t e r the 

e n t i r e d e p o s i t i o n and c o n t e n t s t h e r e o f . 

COMMISSIONER LEMAY: This i s go i n g t o be your E x h i b i t 

No . 1? 

MR. EZZELL: I f you would you l i k e t o hear e x c e r p t s . 

COMMISSIONER LEMAY: We would l i k e t o see the e x h i b i t 

and a l s o see i f opposing counsel have any o b j e c t i o n t o t h a t 

p a r t i c u l a r document b e i n g e n t e r e d as the d e p o s i t i o n . 

MR. CARR: We have no o b j e c t i o n t o the adm i s s i o n of 

the d e p o s i t i o n of Doyle Hartman. 
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COMMISSIONER LEMAY: W i t h o u t o b j e c t i o n the e x h i b i t 

we're about t o see here w i l l be a d m i t t e d i n t o e v i d e n c e , 

Olsen E x h i b i t No. 1. 

(Olsen E x h i b i t 2 was a d m i t t e d 

i n e v i d e n c e . ) 

MR. EZZELL: R i g h t . Yes, s i r . 

COMMISSIONER LEMAY: I take i t you're p r e s e n t i n g b o t h 

an opening s t a t e m e n t — you're n ot your own w i t n e s s , we're 

j u s t a c c e p t i n g your p r e s e n t a t i o n h e r e . 

MR. GALLEGOS: I have one e x t r a copy h e r e . Here's an 

e x t r a x e r o x . 

MR. EZZELL: W i l l you a l l agree t o the e n t r y of t h a t ? 

MR. GALLEGOS: No. 

MR. EZZELL: Mr. Chairman, I do have from the o r i g i n a l 

f i l e s a copy — the o r i g i n a l executed by my s e l f and 

Mr. Carr of the c h r o n o l o g i c a l s t a t e m e n t of key f a c t s , which 

g i v e n your i n i t i a l r u l i n g I would l i k e t o o f f e r i n t o 

e v i d e n c e , a l t h o u g h I note Mr. Gal l e g o s w i l l o b j e c t . 

COMMISSIONER LEMAY: W e ' l l see. Try i t . 

MR. EZZELL: I would l i k e t o o f f e r the c h r o n o l o g i c a l 

s t a t e m e n t o f the key f a c t s s t i p u l a t e d t o by the p a r t i e s and 

evidenc e d by t h e i r a t t o r n e y ' s s i g n a t u r e as our E x h i b i t 

No . 2 . 

MR. GALLEGOS: I wo u l d n ' t want t o d i s a p p o i n t 

Mr. E z z e l l . We do o b j e c t . I t i s an e x h i b i t from the p r i o r 
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p r o c e e d i n g . I t h i n k the commission has a l r e a d y r u l e d on 

t h a t . 

COMMISSIONER LEMAY: Can we l o o k a t i t ? 

MR. EZZELL: I f the y have any of the f a c t s t h a t t h e y 

s t i p u l a t e d as b e i n g t r u e then t h a t t h e y are now goi n g t o 

say are not t r u e , we can s t r i k e them. 

MR. GALLEGOS: Mr. Chairman, t h a t ' s n ot the p o i n t . 

Let me say something, the commission has r u l e d and I t h i n k 

t h a t r u l i n g c a r r i e s on, but i t ' s a d i f f e r e n t s i t u a t i o n when 

you're p r e s e n t i n g the m a t t e r t o a s i n g l e examiner who i s i n 

a p o s i t i o n t o take these documents back and read t h r o u g h 

and then come up w i t h a d e c i s i o n , presumably from t h a t 

ev i dence . 

We're here d e a l i n g w i t h t h r e e commissioners, a l l 

of whom are busy p e o p l e , w i t h a l l of t h e i r schedules and 

t h e i r demand, but who have t o p a r t i c i p a t e i n making the 

d e c i s i o n based on the ev i d e n c e . That's why i n the f u l l 

commission h e a r i n g the o r d e r l y p r e s e n t a t i o n i s t o have a l l 

t h a t evidence p r e s e n t e d , so t h a t the t h r e e commissioners 

can hear i t today a t the time s e t and make t h e i r d e c i s i o n . 

That's what we were p r e p a r e d t o do, and we t h o u g h t the 

a p p l i c a n t would be pr e p a r e d t o do t h a t . Our o b j e c t i o n i s 

not s i mp1y — 

COMMISSIONER LEMAY: I u n d e r s t a n d your argument, 

Mr. G a l l e g o s . That's why we r u l e d the way we d i d . My 
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concern over t h i s would be do you a t t h i s h e a r i n g s t i p u l a t e 

as t o any c h r o n o l o g i c a l o r d e r of f a c t s , or are you s a y i n g 

t h a t you don't agree on the c h r o n o l o g i c a l o r d e r of f a c t s ? 

Agreed, we're busy p e o p l e . We want t o see what you agree 

on i n i t i a l l y b e f o r e we go on. 

MR. GALLEGOS: We do not agree, but i f i t would h e l p 

the commissioners t o l o o k a t t h i s document, j u s t as a 

w o r k i n g p i e c e , something t o -- as n o t e s , then we would be 

happy f o r the commission t o see i t on t h a t b a s i s ; n ot 

a d m i t t e d as evidence i n t h i s r e c o r d because we don't 

s t i p u l a t e t o t h a t . We're g o i n g t o p r e s e n t the f a c t s , i f 

the burden -- i f t h e r e i s r e a l l y a n y t h i n g t o respond t o . 

But i n the i n t e r e s t of j u s t as an a i d t o the commission on 

t h a t b a s i s --

COMMISSIONER LEMAY: I t ' s g o i n g t o be h e l p f u l t o us 

i f we know what you agree on and what you don't agree on. 

That's what we're t r y i n g t o get t o . So i t you have 

something s i m i l a r t o t h i s , and we can compare them, t h a t 

m ight be h e l p f u l . 

MR. GALLEGOS: We have an e n t i r e b o o k l e t of e x h i b i t s 

which we w i l l p r e s e n t w i t h the w i t n e s s e s , and index t o t h a t 

b o o k l e t indexes v a r i o u s l e t t e r s , documents and so f o r t h , 

and t h e y ' r e i n a c h r o n o l o g i c a l o r d e r . 

COMMISSIONER LEMAY: Using your words, we're busy 

p e o p l e . We would l i k e t o know what you agree on b e f o r e we 
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get i n t o l e t t e r s and cross r e f e r e n c e s and so f o r t h . That 

p r o b a b l y would be h e l p f u l , b ut your comments on i t would 

be, t o o . 

MR. GALLEGOS: This i s not complete. That, i n 

a d d i t i o n t o the o t h e r grounds s t a t e d , would be a reason why 

we would n o t agree t o i t . But I w i l l r e p e a t , i f i t ' s 

h e l p f u l t o the commission as something t o merely n o t e , t o 

be a g u i d e , t o some of the i n s t a n c e s t h a t o c c u r r e d i n a 

c h r o n o l o g y as what the index t o our e x h i b i t s , then we have 

no o b j e c t i o n t o i t b e i n g used by the commission as t h a t 

k i n d of an a i d . We o b j e c t t o i t b e i n g marked and a d m i t t e d 

i n evidence as p a r t of the r e c o r d . 

COMMISSIONER LEMAY: As a g u i d e , i t would be h e l p f u l , 

and I t h i n k the o t h e r commissioners would agree. Thank 

you. 

MR. EZZELL: I w i l l w i t h d r a w the o f f e r of a d m i t t i n g 

t h a t i n e v i d e n c e . 

COMMISSIONER LEMAY: Do you have t h r e e of these? 

MR. EZZELL: There s h o u l d be. 

MR. STOVALL: Mr. Chairman, perhaps t o speed t h i s , so 

Mr. E z z e l l doesn't have t o go t h r o u g h b o t h examiner case 

f i l e s , i f you need a d d i t i o n a l c o p i e s , i f you can i d e n t i f y 

a l l the documents, I can get you cop i e s made. 

COMMISSIONER LEMAY: That would be h e l p f u l . We have 

two c o p i e s here. 
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MR. EZZELL: Number t h r e e . 

COMMISSIONER LEMAY: We're okay. Thank you. Do you 

have a n y t h i n g a d d i t i o n a l t o p r e s e n t , Mr. E z z e l l ? 

MR. EZZELL: Did you p r o v i d e c o p i e s of the memorandum 

to them? 

MR. GALLEGOS: I was goi n g t o o f f e r i t a t the 

b e g i n n i n g o f our case. 

COMMISSIONER LEMAY: You are goi n g t o i n t r o d u c e t h i s ? 

MR. GALLEGOS: I was go i n g t o o f f e r t h a t , yes. I t 

i s n ' t e v i d e n c e . I t ' s a l e g a l memorandum. 

COMMISSIONER LEMAY: Another note pad t h a t we can 

r e f e r to? 

MR. EZZELL: Qu o t i n g from Mr. Hartman's cou n s e l ' s 

memorandum t h a t t h e y have p r e s e n t e d t o you, and i t ' s 

memorandum of Doyle Hartman i n s u p p o r t of d i s m i s s a l of 

a p p l i c a t i o n s . F i r s t f u l l p aragraph on page 4 says, 

"Olsen's case r e s t s e n t i r e l y on l e g a l i s t i c t e c h n i c a l i t i e s . 

He d i d not r e c e i v e e s t i m a t e d and a c t u a l w e l l c o s t s from the 

Ca r l s o n F e d e r a l No. 4 and No. 5 w e l l s i n p r e c i s e l y the 

manner p r e s c r i b e d by the f o r c e d p o o l i n g o r d e r s . " 

That i s the case, and I s t i p u l a t e t o t h a t . The 

o r d e r s were not f o l l o w e d and t h a t i s the b a s i s f o r our 

a p p l i c a t i o n and was the b a s i s f o r the o r i g i n a l examiner's 

h e a r i n g d e c i s i o n i n the reopened cases. I f i t w i l l speed 

t h i n g s a l o n g , I w i l l r e s t . 
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COMMISSIONER LEMAY: Thank you, Mr. E z z e l l . I t h i n k 

we're — f o r the b e n e f i t of c l a r i f i c a t i o n f o r my f e l l o w 

c ommissioners, i t would h e l p t o g i v e a l i t t l e h i s t o r y of 

t h i s case so t h a t we do have some background. And we have 

t h i s c h r o n o l o g i c a l key f a c t s h e r e . But we're a l s o here t o 

t r y t o d e c i d e , as I u n d e r s t a n d i t -- c o r r e c t me i f t h e r e i s 

some disagreement as t o -- t h e r e was an ord e r i n 1985, was 

i t ? 

MR. EZZELL: Two o r d e r s . 

COMMISSIONER LEMAY: Two o r d e r s . And Mr. Olsen d i d 

not j o i n i n the d r i l l i n g of the w e l l . He i s s a y i n g t h a t he 

d i d n ' t — he wasn't f o r c e d p o o l e i t h e r . He j u s t k i n d of 

f l o a t e d around i n some n e u t r a l ground, t h a t he's now 

e x e r t i n g h i s r i g h t s t o t h a t o r d e r . 

MR. EZZELL: He would have been f o r c e d p o o l e d had the 

o r d e r s been c o m p l i e d w i t h . The o r d e r s were not complied 

w i t h and t h e r e f o r e we are se e k i n g compliance. 

MR. CARR: May i t please the Commission, I have a 

b r i e f opening s t a t e m e n t . 

COMMISSIONER LEMAY: F i n e . 

MR. CARR: I t h i n k i f we c o u l d get both s i d e s on the 

t a b l e , then we more a p p r o p r i a t e l y c o u l d respond t o your 

q u e s t i o n . 

COMMISSIONER LEMAY: Thank you, Mr. Carr. Please 

proceed. 
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MR. CARR: May i t please the Commission, Mr. Hartman 

i s b e f o r e you today t o respond t o the a p p l i c a t i o n s of 

Mr. Olsen. Mr. Olsen i s see k i n g s t r i c t compliance w i t h two 

compulsory p o o l i n g o r d e r s t h a t were e n t e r e d i n 1985. As we 

have d i s c u s s e d p r e v i o u s l y t o d a y , the o n l y q u e s t i o n i s , was 

an AFE m a i l e d a f t e r the o r d e r date and p r i o r t o d r i l l i n g , 

spudding the w e l l . There i s no d i s p u t e , t h a t was not done. 

We d i d n o t comply w i t h i n those t e c h n i c a l r e q u i r e m e n t s of 

the OCD o r d e r . 

What we want t o do i s come b e f o r e you and show 

you what we d i d do and show t h a t we were i n s u b s t a n t i a l 

compliance w i t h t he s p i r i t and l e t t e r of the o r d e r s , and 

what we d i d i n f a c t was not su p p l y an AFE too l a t e . We 

s u p p l i e d i t t o o e a r l y . We gave i t t o him b e f o r e we came t o 

h e a r i n g , and he had t h a t i n f o r m a t i o n i n h i s hands and he 

had an o p p o r t u n i t y , r e p e a t e d o p p o r t u n i t y . Mr. E z z e l l 

admits Mr. Hartman d i d e v e r y t h i n g humanly p o s s i b l e t o reach 

a d e a l . He was kept a d v i s e d , and he had the i n f o r m a t i o n i n 

h i s hand. He d i d n ' t do a n y t h i n g w i t h i t . 

Then th e y c o m p l a i n t h a t he wasn't g i v e n a f u l l 

a c c o u n t i n g on the w e l l a f t e r the f a c t . And as the examiner 

o r d e r n o t e d , t h a t you r e l y on p e o p l e , o t h e r o p e r a t o r s , 

o t h e r i n t e r e s t owners t o come t o you i f t h e r e i s a problem. 

Mr. Olsen a t t h a t time d i d come t o Mr. Hartman. When he 

came t o Mr. Hartman and q u e s t i o n e d the c o s t s , what d i d 
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Mr. Hartman do? He l e t them come and go t h r o u g h h i s 

re c o r d s f o r f o u r f u l l days i n h i s o f f i c e , b r i n g t h e i r 

a u d i t o r , and I b e l i e v e those q u e s t i o n s have been s a t i s f i e d . 

So now we're s t a n d i n g b e f o r e you s i x years l a t e r 

and Mr. Olsen wants t e c h n i c a l compliance a f t e r the q u a l i t y 

of the w e l l i s known. He i s c o m p l a i n i n g n ot t h a t he d i d n ' t 

get the i n f o r m a t i o n , t h a t he got i t too e a r l y , b e f o r e the 

or d e r n ot a f t e r . And t h a t he had concerns about the w e l l 

c o s t s , and t h a t we d i d n ' t g i v e them t o him w i t h i n 90 days, 

but when he asked, we l e t him come and lo o k a t our reco r d s 

and s a t i s f y h i s concern. 

I f we're t a l k i n g about these t e c h n i c a l i t i e s ; d i d 

you do t h i s on t h i s d a t e , then we a l l s h o u l d go home. But 

I would submit t o you t h a t when you e v a l u a t e and decide 

whether or n o t t o s e t as i d e an a d m i n i s t r a t i v e d e c i s i o n , 

you're c a l l e d upon t o lo o k a t a l l the f a c t s ; and you're 

c a l l e d upon t o l o o k a t those f a c t s i n the c o n t e x t of 

a p p l i c a b l e law. 

I have g i v e n t o you a memorandum. I t i s a 

memorandum i n s u p p o r t of a mo t i o n t o d i s m i s s , which we are 

go i n g t o make a t the end of t h i s p r o c e e d i n g . A motion 

which was r e f e r e n c e d i n the p r e h e a r i n g s t a t e m e n t f i l e d by 

Mr. Hartman. I g i v e i t t o you know because i t s e t s f o r t h 

the a p p l i c a b l e law, and the law s i m p l y i s t h i s : W i t h a 

p r o c e d u r a l e r r o r i n e i t h e r e n t e r i n g an o r d e r or complying 
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w i t h an o r d e r , the t e s t i n s e t t i n g a s i d e i t i s whether or 

not the p a r t y who i s c o m p l a i n i n g has been p r e j u d i c e d . 

Mr. E z z e l l stands b e f o r e you, and he says, yes, we got an 

or d e r on t h i s day and 30 days t h e y d i d n ' t g i v e us an AFE, 

so boom, throw the or d e r o u t . 

I t i s n ' t t h a t s i m p l e . T h i s case s i m p l y cannot 

be d e c i d e d i n t h a t c o n t e x t . For what he has got t o show 

you t o make h i s prima f a c i a showing i s t h a t somehow 

Mr. Olsen was p r e j u d i c e d by h a v i n g i n f o r m a t i o n b e f o r e the 

f a c t i n s t e a d of a f t e r the o r d e r was e n t e r e d . I f t h e r e ever 

was a case of harmless e r r , t h i s i s i t . 

Even counsel f o r Mr. Olsen says Mrs. Hartman d i d 

e v e r y t h i n g humanly p o s s i b l e t o p u t t h i s d e a l t o g e t h e r , and 

y e t now s i x years l a t e r what we are a s k i n g f o r i s s t r i c t 

c o m p l i a n c e , b u t we s t i l l , r e p r e s e n t i n g Hartman, are l e f t 

w i t h a quandary because a l t h o u g h Mr. Olsen wants s t r i c t 

c ompliance he s t i l l t o t h i s day has not i n d i c a t e d an 

i n t e r e s t i n j o i n i n g i n the w e l l . 

What he wants i s t o p l a y a game on the r i s k 

p e n a l t y . Wait u n t i l the h i s t o r y of the w e l l has been 

e s t a b l i s h e d and then come back t o you and use t h i s 

a d m i n i s t r a t i v e process t o l e t him come i n and l e t 

Mr. Hartman, who has i n good f a i t h developed the p r o p e r t y 

and d e a l t w i t h him, get h i t by not b e i n g e n t i t l e d t o 

reco v e r the r i s k p e n a l t y p r o v i d e d i n the o r d e r . 
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Now, i f we lo o k a t t h i s case, we have some 

q u e s t i o n s about where i s the p r e j u d i c e . We admit t h e r e i s 

no d i s p u t e , e v e r y t h i n g humanly p o s s i b l e was done t o reach 

an agreement. Mr. Olsen was o f f e r e d a chance t o purchase, 

to farm o u t , t o j o i n . He d i d n ' t . He was g i v e n the AFE, as 

I s a i d , b e f o r e the a c t u a l h e a r i n g , and i t was the same AFE 

t h a t was u t i l i z e d i n d r i l l i n g b o t h of the w e l l s . Where i s 

the p r e j u d i c e ? The examiner r e c o g n i z e d t h a t Mr. Olsen knew 

of p l a n s t o d r i l l , and c o u l d engage i n n e g o t i a t i o n s on t h i s 

p r o p e r t y . 

We t h o u g h t we had a d e a l . We went t h r o u g h the 

e n t i r e process of d r i l l i n g the w e l l , and then what d i d 

Mr. Olsen do? We found out l a t e r i n the c o n t e x t of pending 

l i t i g a t i o n , t h a t he i n s t r u c t e d h i s agent not t o pursue the 

ma t t e r f u r t h e r ; d i d n ' t t e l l us. The man who i s s t a n d i n g 

here c o m p l a i n i n g t h a t he d i d n ' t get any i n f o r m a t i o n , 

r e f u s e d t o accept m a i l from Mr. Hartman, m a i l i n which 

i n f o r m a t i o n c o u l d have been i m p a r t e d t o him. 

Now, Mr. Olsen i s not a n o v i c e i n the b u s i n e s s . 

He's knowledgeable. He knows from o p e r a t i n g w e l l s how the 

OCD f u n c t i o n s . He knows how you po o l acreage. He knows i f 

you don't show up, acreage i s po o l e d and p e n a l t i e s are 

imposed. He had the d a t a . He was t o l d of the h e a r i n g . He 

admits he knew we were d r i l l i n g the w e l l , y e t he wou l d n ' t 

t a l k t o us and l e d us t o b e l i e v e t h a t we had a d e a l , and 
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then a f t e r the f a c t he d i s a p p e a r e d and he d i d n o t h i n g . 

But he j u s t d i d n ' t do n o t h i n g . He d i d n o t h i n g 

f o r two f u l l y e ars b e f o r e he even r a i s e d the q u e s t i o n . We 

had an e s t a b l i s h e d t r a c k r e c o r d on t h a t w e l l b e f o r e 

Mr. Olsen e n t e r s the seen. He d i d n ' t show up. How i s he 

p r e j u d i c e d ? He d i d n ' t send c o u n s e l . How i s he p r e j u d i c e d ? 

He d i d n o t h i n g . How i s he p r e j u d i c e d ? He was p r e j u d i c e d 

because he had the data he now complains t h a t he d i d n ' t 

have, and he d i d n ' t do a n y t h i n g w i t h i t . 

We're g o i n g t o ask you t o d i s m i s s t h i s case 

because th e y cannot show t h a t Mr. Olsen was p r e j u d i c e d by 

a n y t h i n g Mr. Hartman d i d . He was p r e j u d i c e d because he had 

e v e r y t h i n g t h a t he needed t o make an i n f o r m e d d e c i s i o n , and 

t h a t ' s what the s t a t u t e i s i n t e n d e d t o ensure t h a t he had. 

He had a l l the i n f o r m a t i o n he was supposed t o have and he 

d i d n o t h i n g w i t h i t . And now he wants t o comp l a i n t o you 

about us because of what he d i d n o t do. 

COMMISSIONER LEMAY: Thank you, Mr. Carr. 

You're b a s i c a l l y t h r o u g h , Mr. E z z e l l ? That's 

f i n e . I j u s t wanted t o g i v e you a chance t o p r e s e n t any 

more i f you wanted t o . 

MR. EZZELL: I would o n l y p o i n t out i n response t o 

Mr. Carr's s t a t e m e n t , t h a t which Mr. Olsen d i d not have was 

the knowledge t h a t an ord e r had been e n t e r e d and t h a t a 

r i s k p e n a l t y had been imposed upon him. That i s the 
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f u n c t i o n of the p r o v i s i o n i n the o r d e r t h a t r e q u i r e s 

n o t i f i c a t i o n and sending an AFE a f t e r the o r d e r has been 

e n t e r e d . One can o n l y weigh one's a l t e r n a t i v e s when one 

knows what the a l t e r n a t i v e s a r e . 

A d m i t t e d l y , i f he were as s o p h i s t i c a t e d i n OCD 

m a t t e r s and Mr. Carr c l a i m s , he would p r o b a b l y have a 

reasonable e x p e c t a t i o n t h a t a u n c o n t e s t e d OCD f o r c e d 

p o o l i n g h e a r i n g would r e s u l t i n a 200 p e r c e n t p e n a l t y . But 

our p o i n t i s t h a t the p r o v i s i o n i n the o r d e r would not have 

been t h e r e u n l e s s the OCD i n t e n d e d i t t o be t h e r e . To 

a l l o w noncompliance i s t o s t r i p t he OCD of i t s o n l y way of 

p r o t e c t i n g the c o r r e l a t i v e r i g h t s of those p a r t i e s t h a t are 

f o r c e d p o o l . That i s why i n t h i s case, i n the examiner's 

h e a r i n g — when i t was reopened and i n o t h e r cases where 

because o f t e c h n i c a l i t i e s the ord e r was not compl i e d w i t h 

by the sending of the AFE and g i v i n g one l a s t o p p o r t u n i t y 

t o p a r t i c i p a t e , t h a t i s why the f u l l commission has always 

u p h e l d the examiners on s i m i l a r cases. 

T a y l o r v e r s u s C&K Petroleum b e i n g the one t h a t 

comes t o mind most p r o m i n e n t l y . I s t i l l t h i n k we're a l l i n 

complete agreement on the f a c t s . I t h i n k c ounsel f o r the 

d i v i s i o n , as w e l l as the h e a r i n g examiner from our 

September of 1989 h e a r i n g -- I t h i n k t h e y would b o t h t e l l 

you t h a t t h i s b a s i c a l l y came down t o l e g a l arguments, 

s u b m i s s i o n of b r i e f s , and case law and a u t h o r i t y . 
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I've seen a copy of the memorandum i n su p p o r t of 

the d i s m i s s a l a p p l i c a t i o n . I f the commission, i f the f u l l 

commission, would l i k e t o do i t t h i s way, s i n c e the f a c t s 

are n ot i n d i s p u t e , i f you would g i v e me some time as the 

h e a r i n g examiner d i d t o f i l e a response b r i e f and l e t them 

f i l e a r e p l y t o t h a t response. We can do i t j u s t e x a c t l y 

the way we d i d l a s t time around. I imagine t h a t a l l the 

arguments are goi n g t o be the same anyway, because t h e r e 

are no f a c t u a l arguments. There are j u s t the arguments 

such as Mr. Carr made. Whether i f the y are s u b s t a n t i a l 

compliance arguments or t h e y are p r e j u d i c e arguments, I'm 

not sure i f the f u l l commission wants t o have t o l i s t e n t o 

those arguments when the y can be s u b m i t t e d on b r i e f s . 

MR. GALLEGOS: Mr. Chairman, we would l i k e f o r the 

commission t o hear the e v i d e n c e . I t h i n k i t ' s heard enough 

of the sounds of counsel which are not e v i d e n c e . And we 

contend t h a t the a p p l i c a n t h a v i n g r e s t e d has not met h i s 

burden, and we do not waive t h a t p o s i t i o n , and we w i l l 

renew t h a t m o t i o n . But we t h i n k i t w i l l be h e l p f u l f o r the 

commission t o know what the f a c t s a r e . I t h i n k counsel f o r 

the a p p l i c a n t would l i k e f o r i t t o be j u s t l a w y e r s t a l k i n g , 

because the f a c t s , as the y come out — and the f i r s t 

w i t n e s s I'm g o i n g t o c a l l i s Mr. Olsen by d e p o s i t i o n -- the 

f a c t s as the y come out are d e v a s t a t i n g t o the a p p l i c a n t 

c o n c e r n i n g the i n f o r m a t i o n t h a t came t o him t h a t he d i d not 
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a c t on . 

So w i t h o u t w a i v i n g our p o s i t i o n t h a t the 

a p p l i c a n t has n o t made a case, t h i s commission should r i g h t 

here and now b r i n g the g a v e l down and r u l e a g a i n s t the 

a p p l i c a n t . We t h i n k what s h o u l d guide the d e c i s i o n , i f 

i t ' s g o i n g beyond t h a t , i s ev i d e n c e . We're p r e p a r e d t o put 

t h a t on. 

COMMISSIONER LEMAY: Thank you, Mr. G a l l e g o s . L e t ' s 

con t i nue . 

I s t h a t your case, Mr. E z z e l l ? 

MR. EZZELL: Yes, s i r . 

COMMISSIONER LEMAY: L e t ' s c o n t i n u e w i t h the o t h e r 

s i d e t h e n , Mr. Gal l e g o s and Mr. Carr. 

MR. GALLEGOS: Mr. Chairman, Members of the 

Commission, we c a l l Howard Olsen by d e p o s i t i o n . 

Mr. E z z e l l , you have a copy? 

MR. EZZELL: Yes. 

MR. GALLEGOS: As i n the case of any p a r t y o f f e r i n g 

t e s t i m o n y i n t h i s m a t t e r , we w i l l o f f e r those p o r t i o n s of 

the d e p o s i t i o n t h a t we t h i n k are m a t e r i a l ; and then i f 

Mr. E z z e l l would a t any g i v e n p o i n t or whichever way he 

p r e f e r s , d u r i n g or a f t e r w a r d s , want t o o f f e r any o t h e r 

p a r t s or r e m a i n i n g p a r t of the d e p o s i t i o n , t h e n c a l l him t o 

do so . 

COMMISSIONER LEMAY: I t h i n k we r u l e d t h a t i f the 
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d e p o s i t i o n was g o i n g t o be e n t e r e d i n p a r t , i t would be 

e n t e r e d c o m p l e t e l y . 

MR. GALLEGOS: I un d e r s t a n d the r u l i n g . That's 

a p p r o p r i a t e , b u t t h a t doesn't mean my p a r t y has t o o f f e r 

any evidence o t h e r than what th e y want t o o f f e r I'm sure. 

MR. STOVALL: I t w i l l become p a r t of the r e c o r d , 

though. 

MR. GALLEGOS: That's f i n e . L et the r e c o r d show t h a t 

c o - c o u n s e l , Mr. Ca r r , i s a t the w i t n e s s s t a n d t o read the 

answers of the d e p o s i t i o n of Howard Olsen t r a n s c r i b e d from 

the d e p o s i t i o n t a k e n by Mr. Olsen on August 25, 1989. Mr. 

Olsen a t t h a t t i m e was r e p r e s e n t e d by counsel H a r o l d 

Hensley, Calder E z z e l l . Mr. Hartman r e p r e s e n t e d by m y s e l f , 

Mr. Chairman. The d e p o s i t i o n commences a t page 4. 

HOWARD OLSEN, 

the Witness h e r e i n , h a v i n g t e s t i f i e d t h r o u g h h i s 

d e p o s i t i o n , was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. GALLEGOS: 

"Q. S t a t e your name? 

A. My name i s Howard Olsen, s p e l l e d O-l-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. 
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"Q. At what address? 

A. The address i s 4636 East F o o t h i l l D r i v e 

P a r a d i s e Va11ey. 

Q. How l o n g have you had t h a t o f f i c e ? 

A. Since 1981 . 

Q. What i s the m a i l i n g address of t h a t o f f i c e ? 

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? 

A. You may have i t i f you l i k e . 

Q. Thank you. What i s your o c c u p a t i o n ? 

A. I'm i n i n v e s t m e n t s , r a n c h i n g , and c a t t l e 

b u s i n e s s and o i l b u s i n e s s . 

Q. Okay. Those are t h r e e d i f f e r e n t businesses? 

A. Yes. The i n v e s t m e n t s , I d e a l i n 

commodities. And I o p e r a t e two ranch p r o p e r t i e s . 

Q. Where are the ranch p r o p e r t i e s ? 

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 b u s i n e s s c o n s i s t of? 

A. W e l l , the o i l business c o n s i s t s o f 

m a i n t a i n i n g m i n e r a l i n t e r e s t , some l e a s i n g , and 

g e n e r a l independent o i l p r a c t i c e s . 

Q. Are you an o p e r a t o r ? 

A. No, s i r . 
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'Q. Have you ever been an o p e r a t o r o f w e l l s ? 

A. Yes. 

Q. And t e l l me about the time p e r i o d t h a t you 

were an o p e r a t o r and i n what l o c a l ? 

A. W e l l , I was an o p e r a t o r i n M i d l a n d , Texas, 

from 1957 t o about 1964 as p r e s i d e n t of J a l O i l 

Company. P r i o r t o t h a t , I was a d r i l l i n g 

c o n t r a c t o r t h a t d r i l l e d and completed a number of 

w e 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 bus i n e s s 

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 s i m p l y R. Olsen? 

A. R. Olsen, t h a t ' s c o r r e c t . 

Q. Were i n business w i t h him? 

A. Yes. 

Q. Was J a l O i l Company a bus i n e s s t h a t he was 

a l s o --

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 t o g e t h e r and bought 

p r o p e r t i e s from him. That's where t i t l e t o the 

C a r l s o n came about. 

Q. Okay. A p p r o x i m a t e l y 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? 
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"A. I would say a t l e a s t 300. 

Q. And the l i n e a g e i n t e r e s t i n the C a r l s o n 

l e a s e came t o you t h r o u g h your f a t h e r ? 

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

Q. Do you know a n y t h i n g 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 d o n ' t . 

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 a c q u i r e d ? 

A. 25 p e r c e n t w o r k i n g i n t e r e s t . " 

MR. GALLEGOS: We would go t o page 8, l i n e 14. Do you 

want t o o f f e r a n y t h i n g , Mr. E z z e l l ? 

MR. EZZELL: No. Car r y on. 

"Q. So your home i s a c t u a l l y i n D a l l a s ? 

A. Yes, s i r . 

Q. What you have on F o o t h i l l D r i v e 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 c o n s i d e r e d 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 t h e r e ? 
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September, and then coming back t o Texas i n the 

l a t t e r p a r t of May. 

Q. Who i s C a r o l A. Murphy? 

A. She was a s e c r e t a r y f o r me f o r a number of 

y e a r s , e i t h e r two or t h r e e y e a r s , something l i k e 

t h a t . 

Q. D u r i n g 1985 and 1986, she was i n t h a t 

p o s i t i o n ? 

A. I t h i n k so, yes. 

Q. Was t h e r e anybody e l s e employed i n your 

Phoenix o f f i c e ? 

A. Yes, I had a l a d y t h a t d i d the bookkeeping 

and a c c o u n t i n g , her name was Karen M a r i n e r . Wait 

a m i n u t e . Donna M a r i n e r . 

Q. Any o t h e r employees i n your o f f i c e d u r i n g 

1985 and 1986? 

A. No . 

Q. What i s the whereabouts of C a r o l Murphy 

now? 

A. I haven't any i d e a . 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 h e r. There are a l o t of people t h a t would 

l i k e t o know where she i s f o r car payments and 
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" t h i n g s l i k e t h a t . 

Q. Did she leave your employ on good s t a n d i n g ? 

A. No. I had t o d i s c h a r g e her. She was 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 r e s p e c t ? 

A. W e l l , she would n ot 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 y e 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 the 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 

bus i n e s s o ut 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." 

MR. GALLEGOS: I would go t o page 1 1 , l i n e 23. 

MR. EZZELL: Carry on. 

"Q. I n your e x p e r i e n c e , have you ever 
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" p a r t i c i p a t e d i n the O i l C o n s e r v a t i o n Commission 

or O i l C o n s e r v a t i o n D i v i s i o n h e a r i n g s i n New 

Mexico? 

A. No, n o t t o any g r e a t degree. 

Q. Have you ever been i n any o f those 

p r o c e e d i n g s as a p a r t y , whether you p e r s o n a l l y 

appeared a t the h e a r i n g ? 

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 h e a r i n g s , b ut I have not t e s t i f i e d a t 

those h e a r i n g s . 

Q. Who has r e p r e s e n t e d you i n those 

p r o c e e d i n g s from time t o time i n the past? 

A. Dub G i r a n d . Of cou r s e , 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 t h e y are the f i r m 

t h a t i s d i s s o l v e d . And I b e l i e v e t h e y are dead 

now a l s o . 

Q. Anybody el s e ? 

A. Not t h a t I can r e c a l l o f f the t o p o f my 

head . " 

MR. GALLEGOS: We would go t o page 20, l i n e 2. 

MR. EZZELL: Go ahead and see i f I can c a t c h up. 

MR. GALLEGOS: I w i l l g i v e you t i m e , see i f t h e r e i s 

a n y t h i n g . 

MR. EZZELL: I f i t please the Commission, the 
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i n t e r v e n i n g pages are m o s t l y concerned w i t h -- these 

d e p o s i t i o n s were a l s o taken i n c o n j u n c t i o n w i t h a Lea 

County d i s t r i c t c o u r t case r e g a r d i n g the o p e r a t i n g 

p r a c t i c e s on the e x i s t i n g two w e l l s . So the 2 and 3 as 

opposed t o the 4 and 5 which were d r i l l e d p u r s u a n t t o 

f o r c e d p o o l i n g . There i s a l o t i n here t h a t has t o do w i t h 

the o t h e r m a t t e r . Go ahead, Gene. 

MR. GALLEGOS: We're a t page 20, Mr. Carr. 

MR. CARR: R i g h t . 

"Q. But I'm a s k i n g you about the i n d i c a t i o n s , 

i f you had t h o u g h t s on i t , of d r i l l i n g i n f i l l 

w e l l s ? 

A. My s e l f ? 

Q. Yes. 

A. Not s e r i o u s l y . 

Q. Why not? 

A. Because i t ' s t o o hard f o r me t o crank up 

o p e r a t i o n s t o go back i n t o the o p e r a t i n g 

bus i n e s s . 

Q. How about i n f i l l w e l l s b e i n g d r i l l e d by the 

ope r a t o r ? 

A. W e l l , the p r e s e n t o p e r a t o r , I haven't got 

i n t o i t t o the e x t e n t t o e v a l u a t e 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 

HUNNICUTT REPOPTINC 
SUSAN G. PTACEK, CCR 



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 

3_9_ 

"1985, and what I am a s k i n g you about i s your 

t h i n k i n g about h a v i n g the o p e r a t o r , Doyle 

Hartman, enhance the r e c o v e r y of r e s e r v e s from 

these C a r l s o n l e a s e s by d r i l l i n g i n f i l l w e l l s . 

A. W e l l , the AFE t h a t was s u b m i t t e d on an 

i n f i l l w e l l , I t h o u g h t the c o s t was r a t h e r h i g h , 

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. W e l l , we w i l l get do t h a t , t o o . But my 

q u e s t i o n i s whether you wanted t o see or t h o u g h t , 

f o r reasons t h a t anybody i n the o i l and gas 

busi n e s s 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 a t a l a t e r date a t a p r i c e , 

i t m i g ht even be more e f f i c i e n t t h a n 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. That i s 

why I was not e n t e r t a i n i n g the f i r s t i dea t h a t 

came al 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 al 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 alo n g w i t h an 
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" i n f i l l w e l l i f i t would n ot 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 

pas t y e a r s . And then and i n f i l l w e l l i s go i n g t o 

put 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 o ut of the o t h e r w e l l s , and I needed 

to 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 40s, you were t o have a 25 p e r c e n 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 the s t a b l e 

p r o d u c t i o n of what the o t h e r w e l l s had been i n 

the p a s t . 

Q. 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 not 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 o f i n f i l l w e l l s on 

t h i s C a r l s o n l e a s e ? " 

MR. GALLEGOS: There i s an i n t e r j e c t i o n by 

Mr. Hensley. Do you want t o read t h a t ? 

MR. EZZELL: He says, " I don't t h i n k he s a i d t h a t , but 

go ahead and answer the q u e s t i o n . " 
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"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 

reasonable -- 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 o f 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 

pa 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 the AFE had 

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 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. 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 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 or a h i g h f i g u r e . But 

o f f of t o p of — 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 a 
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"reasonable f i g u r e i s , 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 , s h o u l d 

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 t h a n 300,000.00? 

A. Yes. 

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 the area. 

Q. And what e x 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 was were s u b m i t t e d , s u b m i t t e d 

AFEs, not p r e c i s e l y i n t h a t c o r n e r of Lea County, 

but t h e r e were 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 had 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 t o d a y , 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 1985 and '86? 

A. I would j u s t have t o be back and check my 
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" 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. 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 

can ' t t h i n k of one. 

Q. Okay. But based on t h a t , you are a b 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 $300,000.00 would have been one t h a t you would 

have p a r t i c i p a t e d i n? 

A. I would have l o o k e d a t i t more s e r i o u s l y . 

Q. W e l l , 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 l o o k e d a t i t v e r y 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 t o go and meet a t the 

o f f i c e , yes. 

Q. Did you respond t o Mr. Hartman's l e t t e r t o 

you? He says i n h i s l e t t e r he would l i k e t o buy 

your i n t e r e s t and please l e t us hear from you as 

soon as i s c o n v e n i e n t l y p o s s i b l e . T h i s 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? 
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"A. W e l l , I b e l i e v e t h a t I d i d , because I 

u s u a l l y answer my correspondence. 

Q. That i s u s u a l l y done i n an answer i n 

w r i t i n g s i g n e d by you? 

A. Yes. Or i f I sh o u l d be out of town, I have 

i t s i g n e d by e i t h e r my s e c r e t a r y or whoever 

handles the m a t t e r , and then i n i t i a l i t down 

t h e r e t o show a source of my s i g n a t u r e . " 

MR. GALLEGOS: Then t h i s was j u s t s o r t of about h i s 

re c o r d s and f i l e s . We would go t o page 3 1 , l i n e 13, 

Mr. E z z e l l . 

MR. EZZELL: I ' d l i k e t o p o i n t out the o n l y t h i n g 

we're s k i p p i n g t h e r e i s the response t o Mr. Hartman's 

l e t t e r t h a t t h e y were t a l k i n g about. That we agreed t o 

p u l l out of our f i l e s which has been s u b m i t t e d , which we 

had g o t t e n from Mr. Hartman. 

MR. GALLEGOS: I s t h e r e a p a r t you want me t o read? 

MR. EZZELL: We ended up sounding l i k e he hadn't 

responded t o the l e t t e r . I'm j u s t p o i n t i n g out t h a t he 

d i d . 

MR. GALLEGOS: Let me h e l p the c h a i r and the 

commission by s a y i n g t h a t i s E x h i b i t 2 t o Mr. Olsen's 

d e p o s i t i o n ; i s a l s o E x h i b i t 2 i n the Hartman e x h i b i t s i n 

t h i s b o o k l e t we p r o v i d e d t o the commission. We would be 

o f f e r i n g t h a t as an e x h i b i t i n any ev e n t . So we i n v i t e the 
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commission's a t t e n t i o n t o t h a t . That's a l e t t e r from Donna 

M a r i n e r t o Doyle Hartman. 

Then I w i l l p i c k up, Mr. Chairman and Members of 

the Commission — and when I do I w i l l be making r e f e r e n c e 

t o E x h i b i t 3 t o Mr. Olsen's d e p o s i t i o n , which i s E x h i b i t 3 

i n t h i s e x h i b i t book. 

Back t o the d e p o s i t i o n and q u e s t i o n a t l i n e 13. 

"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 t o look 

t h a t over and see i f you r e c o g n i z e 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 t h a t l e t t e r b a s i c a l l y says t o you t h a t 

the o p e r a t o r , t h a t i s Doyle Hartman, t h i n k s an 

i n f i l l w e l l s h o u l d be d r i l l e d . And here i s the 

a t t a c h e d a u t h o r i z a t i o n f o r e x p e n d i t u r e and d e t a i l 

e s t i m a t e , c o r r e c t ? 

A. I don't p r e c i s e l y remember i t , b u t I'm 

c e r t a i n t h a t i t was a t t a c h e d and I got i t . 

Q. Okay. 

A. But t h i s i s a breakdown of the c o s t of the 

390,000.00. Yes, I do remember see i n g i t . 

Q. Okay. And from your p r i o r t e s t i m o n y , 

w i t h o u t h a v i n g t o rehash t h a t , your r e a c t i o n was 
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"you d i d n ' t want t o p a r t i c i p a t e based on these 

k i n d s of c o s t s ? 

A. That wasn't something I was bound t o do i t . 

Q. W e l l , you d i d n ' t want to? 

A. I d i d n ' t want t o , t h a t ' s c o r r e c t . 

Q. So i n s t e a d , were you i n t e r e s t e d i n the 

o t h e r a l t e r n a t i v e s t h a t were p r o v i d e d by t h i s 

l e t t e r ? 

A. A farmout or a s a l e . 

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 o f 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. R i g h t . 

Q. You d i d n ' t want t o do t h a t ? 

A. R i g h t . 

Q. The ne x t a l t e r n a t i v e was a cash s a l e of 

your i n t e r e s t ? 

A. Yes. 

Q. Did you want t o do t h a t ? 

A. Yes. 

Q. I'm not s a y i n g the 2,500.00 was 

s a t i s f a c t o r y . 

A. I wanted t o do t h a t . But I c o n s i d e r e d 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 d e s c r i b e d e a r l i e r . 

Even though a d r a f t wasn't s u b m i t t e d , I 
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" c o n s i d e r e d t h a t an o f f e r . And I c o u n t e r e d w i t h 

the $50,000. 

Q. Okay. And I w i l l f o l l o w up on t h a t . But 

the o t h e r a l t e r n a t i v e s were a f a r m o u t . You 

weren't i n t e r e s t e d i n t h a t a t t h a t p o i n t ? 

A. Not r e a l l y , no. 

Q. And the f o u r t h a l t e r n a t i v e would be t h a t 

you would be c o m p u l s o r i l y f o r c e d p o o l e d , as the y 

say, by the a c t i o n of the OCD? 

A. Uh-huh. 

Q. You u n d e r s t o o d what t h a t meant? 

A. Sure . 

Q. And you had been t h r o u g h those k i n d s of 

proc e e d i n g s ? 

A. Yes. 

Q. Both p r o b a b l y as the f o r c e r and the f o r c e e ? 

A. Yes, s i r . 

Q. Okay. Now, t e l l me about your c o u n t e r i n g 

f o r $50,000. How was t h a t communicated? 

A. W e l l , 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 d o i n g d e a l 

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 

h a n d l i n g t he n e g o t i a t i o n s on t h i s . And he was i n 

touc h w i t h Mrs. S u t t o n or Miss S u t t o n , or 

whatever i t i s , i n Doyle's o f f i c e . 
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"And f i n a l l y -- he almost became the 

c a p a c i t y of t r y i n g t o b r o k e r i t . ' W e l l , I can 

get you $50,000.00.' I s a i d , ' I don't want t o be 

— I don't want t o keep h e a r i n g these d e a l s , ' I 

s a i d . ' I f you get me a check, c a s h i e r ' s check, 

f o r $50,000.00, I w i l l s e l l t h a t 40 acres f o r the 

i n f i l l we 1 1 . ' 

He s a i d , 'Okay. I t h i n k we can do t h a t . ' 

So I s a i d , ' W e l l , l e t ' s p ut 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 s a i d , ' I don't want t o 

hear about i t any more.' 

Q. Who was the g e o l o g i s t ? 

A. For a k e r . 

Q. James P. Foraker? 

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

Q. F-o-r-a-k-e-r? 

A. Yes. 

Q. These communications up t h r o u g h 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, c o r r e c t ? 

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

Q. Why was Mr. Foraker needed? 

A. Because he's r e p r e s e n t i n g me on the 

e v a l u a t i o n of i t , and I'm f o r w a r d i n g these 
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" l e t t e r s t o him and l e t t i n g him handle the de a l 

so t h a t I'm not i n v o l v e d i n i t r e a l l y p e r s o n a l l y , 

p r e t t y much l i k e he has Mrs. S u t t o n do i t f o r 

him. 

Q. I see. So you are u t i l i z i n g h i s g e o l o g i c a l 

s k i l l s ? 

A. Knowledge, yes. 

Q. To e v a l u a t e the lease? 

A. Yes. 

Q. To see whether 50,000.00 or 22,000.00 or 

whatever was a pro p e r value? 

A. Yes, s i r . 

Q. Then s i n c e he had done the e v a l u a t i o n , you 

l e t him go ahead and st e p i n as your 

r e p r e s e n t a t i v e on the n e g o t i a t i o n ? 

A. Yes. 

Q. How was he go i n g t o be paid? 

A. W e l l , he had been e v a l u a t i n g a l l the 

v a r i o u s t h i n g s 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 p a i d when he submits a b i l l , 

i n cash. 

Q. J u s t f o r h i s time? 

A. Yes. 

Q. Not a p e r c e n t of the mount t h a t he would get? 

A . No, no. 
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"Q. Now, d i d he keep you i n f o r m e d o f the 

v a r i o u s communications he had w i t h Ruth S u t t o n a t 

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 t h a t around J u l y 30th 

he had come t o an agreement t h a t $50,000.00 would 

be an a c c e p t a b l e amount f o r the lease? 

A. Yes, he d i d . R i g h t . 

Q. And then t h e r e were some c o n d i t i o n s , I 

t h i n k . He wanted a c a s h i e r ' s check? 

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

Q. And a c a s h i e r ' s check had t o be d e l i v e r e d 

d u r i n g b a n k i n g 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 t h a t was the time frame? 

A. Yes, s i r . 

Q. October 1? 

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 s a l e , 

the paperwork f o r making the t r a n s a c t i o n ? 

A. I t h i n k t h a t he d i d say t h a t , yes." 

MR. GALLEGOS: Mr. Chairman and Members of the 

Commission, my r e f e r e n c e t o E x h i b i t 4 which i s E x h i b i t 5. 

Let me make sure of t h a t . No. I t h i n k t h e r e i s a m i s t a k e . 

HUNNICUTT REPORTING 
SUSAN G. PTACEK, CCR 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

1 3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2 4 

25 

51 

MR. EZZELL: 10. 

MR. GALLEGOS: I t h i n k t h a t ' s r i g h t . E x h i b i t 4 i n 

t h i s d e p o s i t i o n i s E x h i b i t 10 i n the e x h i b i t s b e f o r e the 

commission. I t ' s an September 28, '85, l e t t e r from S u t t o n 

t o Foraker w i t h a c a s h i e r ' s check and — or speaking of the 

c a s h i e r ' s and e n c l o s i n g a p a r t i a l assignment and b i l l of 

sa l e . 

R e t u r n i n g t o the d e p o s i t i o n , l i n e 5, page 37. 

MR. CARR: Line 8, page 37. 

"Q. J u s t t o keep t h i n g s s o r t o f i n o r d e r , I'm 

go i n g t o show you E x h i b i t 4 and ask you i f you 

r e c e i v e d 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" — 

MR. GALLEGOS: Oh, no. We have t o change t h a t . I t 

was E x h i b i t 5. Let me r e t r a c t , Members o f the Commission. 

E x h i b i t 4 t h a t I am r e f e r e n c i n g Mr. Olsen t o a t t h i s stage 

of the d e p o s i t i o n i s Mr. Carr's l e t t e r t o him of J u l y 22, 

1985, which i s E x h i b i t 5. I sh o u l d have more f a i t h i n my 

p a r a l e g a l . Got i t r i g h t . 

"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 Hartman, E x h i b i t Number 4, the l e t t e r 

from Mr. Carr, J u l y 22, 1985, i n f o r m e d you t h a t 

Hartman was g o i n g ahead w i t h the compulsory 

HUNNICUTT REPORTING 
SUSAN G. PTACEK, CCR 



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_2_ 

" p o o l i n g case on the Number 4? 

A. Yes, s i r . 

Q. Let me show you E x h i b i t Number 5 t o your 

d e p o s i t i o n , Mr. Olsen, t h a t ' s a l e t t e r of J u l y 

30, 1985, from Ruth S u t t o n t o you? 

A. Uh-huh." 

MR. GALLEGOS: And Members of the Commission, t h a t i s 

E x h i b i t 6 b e f o r e you today. 

L i n e 2 4, page 34. 

"Q. Did you r e c e i v e t h a t l e t t e r ? 

A. Yes, I'm sure I d i d . I don't remember i t 

p r e c i s e l y , b ut I t h i n k t h a t I r e c e i v e d i t . 

Q. Mrs. 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 was a case f i l e d b e f o r e 

the Commission. And by Mr. Carr's l e t t e r , which 

i s E x h i b i t 4, you a l s o knew t h a t the date the 

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 . 
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"Q. Why d i d n ' t you a t t e n d t h a t h e a r i n g ? 

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 me by my o f f i c e . But 

J u l y i s a v e r y h ot 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 of 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 o f i t by my own 

peo p l e . Be whose f a u l t t h a t i t may, t h a t ' s my 

r e s p o n s i b i l i t y , b ut I d i d n ' t g et i t . 

Q. Had your o f f i c e a d v i s e d you c o n c 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 p r o b a b l y w o u l d n ' t have gone. 

Q. Would you have sent a lawyer? 

A. Yes, I p r o b a b l y would have done t h a t , yes. 

Q. Why would you have done t h a t ? 

A. W e l l , I want t o r e p r e s e n t my i n t e r e s t . I 

t h i n k i t s h o u l d be handled p r o p e r l y . 

Q. And w i t h your e x p e r i e n c e i n the bu s i n e s s 

and i n OCD p r o c e e d i n g s , you knew i t was most 

p r o b a b l e t h a t i f you were not t h e r e t o 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 go i n g t o be 

grante d ? 

A. I t ' s v i t a l t o be t h e r e . 

Q. Otherwise the a p p l i c a t i o n would be — 
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'A. I u n d e r s t a n d 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. S u t t o n 

a g a i n says the p o o l i n g h e a r i n g has a l r e a d y been 

sched u l e d . So do you know whether your o f f i c e 

t o l d you about t h a t ? 

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 J u l y , around t h i s p e r i o d t h a t 

we're t a l k i n g about, l a t e J u l y , was C a r o l Murphy 

i n your o f f i c e k eeping i n f o r m e d of the 

c o n v e r s a t i o n s t h a t she was h a v i n g w i t h Ruth 

S u t t o n about a farmout agreement? 

A. Donna Mari n e r was supposed t o be d o i n g 

t h a t . C a r o l was p r i m a r i l y a s e c r e t a r y , and she 

ran the word p r o c e s s o r . But she was not -- Donna 

Ma r i n e r was supposed t o be d o i n g t h a t . 

Q. W e l l , l e t me ask you t h i s . I f C a r o l Murphy 

i n f o r m e d Ruth S u t t o n t h a t the farmout agreement 

was a c c e p t a b l e t o you, t h a t was f a l s e . I s 

t h a t --

A. W e l l , not n e c e s s a r i l y , because Donna 

Ma r i n e r was supposed t o be h a n d l i n g the lease 

f i l e s . C a r o l Murphy, i f she was i n v o l v e d i n what 

we're t a l k i n g about, s i m p l y a c t e d on the 

i n s t r u c t i o n s of Donna M a r i n e r and s a i d , ' W e l l , 
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" c a l l Ruth S u t t o n and t e l l her so and so.' 

Q. I see. But Donna Ma r i n e r then would have 

been i n a p o s i t i o n t o make those k i n d s of --

A. The o f f i c i a l c a p a c i t y t o r e p r e s e n t me i n my 

lea s e f i l e s , yes, and n e g o t i a t i o n s . 

Q. And t o make d e c i s i o n s of t h a t s o r t ? 

A. Yes, yes. 

Q. So Donna Ma r i n e r would have been i n the 

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. I suppose a t some p o i n t Donna 

Ma r i n e r would keep you a d v i s e d of what she was 

doing? 

A. Yes. 

Q. A l l r i g h t . 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 lo o k a t t h a t . 

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 or 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 
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" 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 

seei n g i t . " 

MR. GALLEGOS: Mr. Chairman, Members of the 

Commission, now t h i s i s E x h i b i t 10 t h a t I e r r o n e o u s l y 

i d e n t i f i e d b e f o r e . T h i s i s the S u t t o n t o Foraker l e t t e r of 

September 20, 1985, w i t h the a t t a c h m e n t . I t ' s E x h i b i t 6 i n 

the Olsen d e p o s i t i o n . 

R e t u r n i n g t o the d e p o s i t i o n , page 42, l i n e 1. 

"Q. W e l l , you sho u l d have, w o u l d n ' t you agree? 

A. Sure, I sh o u l d have. Yeah. But I'm not 

sure t h a t I d i d . " 

MR. GALLEGOS: Mr. Hensley says, "Can we get o f f the 

r e c o r d and c l e a r i t up?" Next q u e s t i o n i s l i n e 10. 

"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 S u t t o n t o James P. Fo r a k e r , September 

2 0 t h . That was k i n d of s m a l l p r i n t t h a t took a 

w h i l e t o 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 t h a t l e t t e r 

t h a t the s u b j e c t and 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 ; 
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" c o r r e c t ? 

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 n o t want t o 

have i n mind two 40-acre t r a c t s . " 

MR. GALLEGOS: "Did not have i n mind." 

MR. CARR: "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 . " Yes. 

"Q. 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 s a y i n g t h i n g s d i f f e r e n t . " 

MR. GALLEGOS: Then I would go t o page 44, l i n e 25. 

MR. EZZELL: What was E x h i b i t 7? 

MR. GALLEGOS: I t was a l e t t e r between Foraker and 

Olsen. 

MR. EZZELL: Since the e n t i r e d e p o s i t i o n , and 

t h e r e f o r e t he e n t i r e d e p o s i t i o n e x h i b i t s , w i l l be p a r t of 

the r e c o r d , I ' d j u s t l i k e t o p o i n t o ut t h a t -- where we're 

l e a v i n g now i s a l e t t e r from Foraker t o Olsen dated October 

4 when the y -- when Foraker i n d i c a t e s t h a t he i s 

a d v i s i n g — t h a t he i s t a k i n g Mr. Olsen's i n s t r u c t i o n s t o 

drop the m a t t e r , and r e f e r s t o the c o n f u s i o n as t o whether 

t h e y were t r y i n g t o s e l l one 40-acre t r a c k f o r $50,000.00 

or two 40-acre t r a c k s f o r $50,000. 

MR. GALLEGOS: Do you want t o o f f e r t h a t , Mr. E z z e l l ? 

MR. EZZELL: Yes. I f I u n d e r s t a n d the chairman's 
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r u l i n g — 

COMMISSIONER LEMAY: The e n t i r e d e p o s i t i o n w i l l be an 

e x h i b i t and a d m i t t e d i n t o the r e c o r d . 

MR. EZZELL: -- the e n t i r e d e p o s i t i o n i s an e x h i b i t . 

And t h a t i s the e x h i b i t s t o the d e p o s i t i o n which are an 

i n t e g r a l p a r t . 

MR. GALLEGOS: However you want t o proceed. I j u s t 

want you t o know i t ' s n ot i n c l u d e d i n t h i s . 

MR. EZZELL: I t ' s a l r e a d y been e n t e r e d once b e f o r e . 

MR. GALLEGOS: Mr. E z z e l l , I j u s t want you t o know 

i t ' s n ot — i t ' s n ot i n t h i s book, i f you want t o have a 

complete r e c o r d , I t h i n k you might mark t h a t as an e x h i b i t 

Proceed however you want t o . 

MR. EZZELL: I am assuming from the c h a i r ' s r u l i n g 

t h a t — 

COMMISSIONER LEMAY: L e t ' s p u t i t i n the r e c o r d . 

MR. EZZELL: -- t h a t the e n t i r e d e p o s i t i o n and a l l of 

the e x h i b i t s w i l l be a p a r t o f the r e c o r d . And f o r 

i d e n t i f i c a t i o n purposes t h a t i s --

MR. STOVALL: Mr. E z z e l l , might I make a s u g g e s t i o n , 

Mr. Chairman, t h a t based upon the commission's r u l i n g t h a t 

perhaps t h a t e x h i b i t can be marked i n some unique way, so 

as you don't have t o go t h r o u g h and mark each s e p a r a t e 

p i e c e . 

MR. GALLEGOS: Why don't we s i m p l y have t h a t as 
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Olsen's E x h i b i t 2. We have no o b j e c t i o n t o i t . We don't 

need t o copy i t a t t h i s moment o b v i o u s l y , but then i t w i l l 

be p a r t of the r e c o r d t h a t way. I s t h a t s a t i s f a c t o r y ? 

MR. EZZELL: I t ' s f i n e w i t h me. I t seems l i k e i t 

would be much e a s i e r j u s t t o have the e n t i r e d e p o s i t i o n as 

be i n g one e x h i b i t . 

MR. STOVALL: I t h i n k c o n s i d e r i n g the way Mr. Gallegos 

i s p r e s e n t i n g h i s case, I t h i n k t h a t would enable us t o 

look a t the r e c o r d l a t e r and know what i s what we're 

t a l k i n g about. 

MR. EZZELL: Let the r e c o r d then r e f l e c t --

MR. STOVALL: T a l k i n g about the e n t i r e e x h i b i t book, 

Mr. E z z e l l , n o t j u s t t h a t p a r t i c u l a r e x h i b i t . 

MR. EZZELL: The e n t i r e e x h i b i t book i s a p a r t of the 

r e c o r d a t t a c h e d --

MR. STOVALL: As E x h i b i t 2. 

MR. EZZELL: As E x h i b i t 2. 

COMMISSIONER LEMAY: W i t h o u t o b j e c t i o n Olsen E x h i b i t 

2 then w i l l be e n t e r e d i n t o the r e c o r d . 

(Olsen E x h i b i t 2 was a d m i t t e d i n 

evidence . ) 

MR. GALLEGOS: I'm a l i t t l e confused now. What 

Mr. E z z e l l i s s a y i n g , a l l the e x h i b i t s from the Olsen 

d e p o s i t i o n he now wants t o mark as E x h i b i t 2? 

MR. STOVALL: That was my recommendation. 
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MR. GALLEGOS: We have no o b j e c t i o n . There w i l l be a 

l o t of d u p l i c a t i o n . A l o t o f them are now g o i n g t o be 

t r a v e l i n g under two e x h i b i t --

MR. EZZELL: T r i p l i c a t i o n a c t u a l l y . 

COMMISSIONER LEMAY: We w i l l s o r t i t o u t . 

MR. STOVALL: Mr. G a l l e g o s , j u s t t o make t h i s c l e a r 

and make the r e c o r d c l e a r , as you and Mr. Carr have been 

e n t e r i n g s e l e c t p o r t i o n s of Mr. Olsen's d e p o s i t i o n , you 

have been making r e f e r e n c e t o b o t h the e x h i b i t number as 

i t ' s c o n t a i n e d and i d e n t i f i e d i n the d e p o s i t i o n ; i s t h a t 

c o r r e c t ? 

MR. GALLEGOS: And then g i v i n g the cross r e f e r e n c e 

over t o the e x h i b i t as i t ' s i d e n t i f i e d i n the Hartman 

e x h i b i t s t h a t are here b e f o r e the commission today marked 

and i n the book t h a t we p r o v i d e d f o r the commissioners. I n 

o t h e r words, i n some i n s t a n c e s t h e y happen t o bear the same 

number. But, f o r example, E x h i b i t 6 i n the Olsen 

d e p o s i t i o n i s E x h i b i t 10 of the Hartman e x h i b i t s t h a t are 

b e f o r e the commission today. 

COMMISSIONER LEMAY: We u n d e r s t a n d the c o n f u s i o n 

t h a t ' s r e s u l t e d , so we are g o i n g — your e x h i b i t s w i l l 

c a r r y your p r e s e n t a t i o n . Because of Mr. E z z e l l ' s r e q u e s t 

we're h a v i n g those e x h i b i t s e n t e r e d f o r p o s s i b l e r e f e r e n c e . 

MR. GALLEGOS: Are we c l e a r on how we're p r o c e e d i n g , 

Mr. S t o v a l l ? 
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MR. STOVALL: I f the chairman i s c l e a r , I'm c l e a r . 

MR. GALLEGOS: Line 25 a t page 44. 

"Q. Okay. I take i t you weren't p l e a s e d w i t h 

the way he was h a n d l i n g t h i s t r a n s a c t i o n ? 

A. Not a t a l l . And o t h e r s t o b o o t . 

Q. So now what we have i n e a r l y October i s you 

knew t h e r e would be an unopposed f o r c e d p o o l i n g 

a p p l i c a t i o n b e f o r e the OCD on J u l y 31, 1985, i n 

Santa Fe, c o r r e c t ? 

A. Yes. 

Q. So you knew t h a t i t was about 99.5 p e r c e n t 

sure t h a t f o r c e d p o o l i n g would come about? 

A. Yeah. 

Q. I n e a r l y October you a l s o knew t h a 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 t o an end? 

A. Uh-huh. 

Q. Okay. So your i n t e r e s t was f o r c e pooled 

and --

A. Yeah, t h a t ' s i t . Force p o o l e d . 

Q. And what d i d you do t o f i n d out what was 

goi n g 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 

f o r c e d p o o l i n g p roceeding? 

A. I'm sure a p e r i o d of time went by and I'm 

not — I r e a l l y don't remember what I d i d a t t h i s 
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"moment. I would "have t o r e f r e s h my memory t o 

c o r r e c t l y answer t h a t q u e s t i o n . And I j u s t don't 

have a n y t h i n g i n f r o n t of me t o s t i m u l a t e i t . 

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 t h o 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 a 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 or 

g r i e v a n c e i n t h i s p e r i o d o f t i m e , l e t ' s say 

b e f o r e the end o f 1985? 

A. 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 l o o k 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 t h e y ' r e here. And Mr. E z z e l l can 

t e l l us i f t h e y show 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. GALLEGOS: Then t h e r e was a d i s c u s s i o n between 

Mr. E z z e l l -- Mr. E z z e l l says, "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 --" 
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MR. GALLEGOS: I s a i d , " 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. E z z e l l says, " 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 s u b s e q u e n t l y r e f e r r e d him 

to us, which d i d not occur i n 1985." 

I am now goi n g t o the d e p o s i t i o n a t l i n e 4, page 

47 . 

"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 dated 

October 1, 1985. I t appears t o be a l e t t e r from 

Ruth S u t t o n t o you i n Phoenix. Would you lo o k 

t h a t o v e r , p l e a s e ? " 

MR. GALLEGOS: Excuse, Mr. Carr. For the a i d of the 

commission t h a t i s Hartman E x h i b i t No. 12. 

"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. 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. I t a l s o i n f o r m e d what had gone on Hartman's 

o f f i c e s , the 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 t h e y had made a d e a l , 

c o r r e c t ? 

A. Yes. 

Q. Would i t be f a i r t o say from your t e s t i m o n y 
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" 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 of town or u n a v a i l a b l e or 

something. And whether he got the c a l l or n o t , 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 t o t a l k t o him m y s e l f . 

Q. Okay. How about Ruth Sutton? Did you t r y 

t o t a l k t o her? 

A. No, I never t r i e d t o t a l k t o Ruth S u t t o n . 

W e l l , I may now. I may have. I'm not t o o su r e . 

No, I d i d n ' t t a l k t o Ruth S u t t o n . I was g o i n g t o 

t a l k t o Doyle. 

Q. Let me hand you e x h i b i t 9? 

A. Okay." 

MR. GALLEGOS: And l e t me j u s t p o i n t t o the commission 

t h a t i s Hartman E x h i b i t 13. 

"Q. And t h a t appears t o be a l e t t e r of October 

4 t h , n o t from Ms. S u t t o n , b ut from Mr. Hartman t o 

you about t h i s same s u b j e c t of t h i n k i n g t h a t a 

d e a l had been made t o s e l l t h i s C a r l s o n F e d e r a l 

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 
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" i n c l u d e d two 40 acres f o r 50,000.00 r a t h e r than 

a s i n g l e 40 f o r an i n f i l l w e l l f o r 50,000. 

Q. I t says t h a t Hartman proceeded w i t h the 

d r i l l i n g of the w e l l . There was no q u e s t i o n 

about t h a t ? 

A. Yes. But the 50,000 he was t a l k i n g about 

i n h i s l e t t e r i n c l u d e d two 40 a c r e s . And I o n l y 

wanted t o s e l l one 40 acres f o r $50,000. 

Q. Why d i d n ' t you w r i t e Mr. Hartman a t l e 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'? 

A. W e l l , I r e a l l y d i d n ' t t h i n k t h a t t h e r e 

would be much need, because I had t r i e d t o have 

Foraker t o express t h a t we o n l y had the one 40 

f o r s a l e , and I d i d n ' t want two 40's t o go a t 

t h a t p r i c e . " 

MR. GALLEGOS: There was an exchange between c o u n s e l . 

I w i l l p i c k up a t l i n e 24. I s t h a t a l l r i g h t , Mr. E z z e l l ? 

MR. EZZELL: I note Mr. Hensley's comment t h a t i t ' s 

h i s o p i n i o n t h a t Mr. Foraker d i d make i t c l e a r t o Olsen 

t h a t he was o n l y t a l k i n g about one and not about a l l --

about 40 and not 80 a c r e s , b ut t h a t ' s i n the d e p o s i t i o n . 

MR. GALLEGOS: Thi s was j u s t argument o f c o u n s e l . 

I t ' s n o t ev i d e n c e . 

Q u e s t i o n a t l i n e 24, page 49. 
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"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 c l e a 

s t a t e m e n t s t h a t Hartman t h o u g h t a d e a l had been 

made f o r the leas e f o r $50,000, c o r r e c t ? 

A. Uh-huh. 

Q. Whether you agreed w i t h i t or n o t , you 

un d e r s t o o d t h a t t h i s was what was be i n g s a i d t o 

y ou ? 

A. Yes. But I a l s o f e l t t h a t we were g e t t i n g 

f a r t h e r a p a r t i n t h a t he was encompassing more 

acreage than I had i n t e n d e d t o put up f o r s a l e , 

p l u s I f e l t t h a t i t would be a waste of time t o 

w r i t e a l e t t e r t o 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 s i d e of i t so 

c l e a r l y , I don't t h i n k t h a t t h e r e i s a n y t h i n g I 

c o u l d have added i n w r i t i n g or t e l e p h o n e 

c o n v e r s a t i o n t h a t would have b r o u g h t us any 

c l o s e r t o g e t h e r t o b u y i n g t h a t s i n g l e 40 a c r e s . 

He wanted 22,000.00. I wanted t o s e l l t h a t 40 

acres f o r $50,000. 

Q. 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 s i m p l y s a y i n g , 'We 

would l i k e t o buy such and such l a n d f o r so 

much.' They are s a y i n g , 'We b e l i e v e a d e a l was 

made.' That was communicating t o you the 
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" p o s i t i o n t h a t m ight 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 g r e a t m i s u n d e r s t a n d i n g because I 

never got any money. How can you make a d e a l 

w i t h no money? 

Q. That's your answer, t h a t a d e a l c o u l d o n l y 

be made w i t h money? 

A. Yes, s i r . 

Q. Not by agreement o t h e r w i s e ? 

A. No, s i r . " 

MR. GALLEGOS: We would go t o page 52, l i n e 25. 

MR. EZZELL: I would j u s t note the r e s t of the 

t e s t i m o n y i s j u s t more of Mr. Olsen's o p i n i o n why the dea l 

f e l l a p a r t . Go ahead. 

MR. GALLEGOS: Thank you. 

"Q. You are a c q u a i n t e d w i t h the mechanism t h a t 

the 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 

of t h a t n a t u r e t h a t may v a r y from 100 t o 300 

pe r c e n t ? 

A. Yes, s i r . 
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"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 revie 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 

c o s t s ? 

A. Yes, s i r . " 

MR. GALLEGOS: We marked D e p o s i t i o n E x h i b i t No. 10. 

Mr. Chairman and Members of the Commission, t h a t i s E x h i b i t 

15, Hartman E x h i b i t 15. 

"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? 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 from 

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 Hartman f o r compulsory p o o l i n g . Do you 

want me t o read the l e t t e r ? 

Q. No. November 1985 would f i n d you i n 

Phoenix, c o r r e c t ? 

A. Ye s, s i r . 

Q. And you r e c e i v e d t h i s ? 

A. Yes, I r e c e i v e d i t , yes. 

Q. The n o t i c e i s not o n l y of the p r o c e e d i n g 

but t h a t t h e r e w i l l be a h e a r i n g on t h i s case on 
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"November 2 1 , 1985. You were i n f o r m e d of t h a t ? 

A. Yes, s i r . 

Q. Okay. And what d i d you do t o make y o u r s e l f 

a p a r t i c i p a n t i n t h a t p r o c e e d i n g ? 

A. I d i d not 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 h e a r i n g , i f I r e c a l l 

your t e s t i m o n y , 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 

h e a r i n g was a l r e a d y h e l d . But i n t h i s i n s t a n c e 

you had the n o t i c e ? 

A. I t h i n k I had an o p p o r t u n i t y t o a t t e n d t h a t 

one i f I had e l e c t e d t o . 

Q. And even i f you hadn't opted t o a t t e n d 

y o u r s e l f , you c o u l d have o b t a i n e d a lawyer t o 

r e p r e s e n t your i n t e r e s t ? 

A. Sure. 

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 

or 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 of Hartman; t h a t i s , the 
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"compulsory p o o l i n g would be allo w e d ? 

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 l a w y e r ' s name t h a t r e p r e s e n t e d me? Sid 

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 Sid Groom r e p r e s e n t i n g me on t h i s . 

And he p u t i t t o one s i 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 . ' 

Q. S i d Groom i s an a t t o r n e y i n Oklahoma C i t y ? 

A. Yes. 

Q. And he does o i l and gas work? 

A. Yes. 

Q. And by November of 1985, he was 

r e p r e s e n t i n g you on the m a t t e r s of the C a r l s o n 

F e d e r a l lease? 

A. Yes. 

Q. Okay. What had you c o n s u l t e d w i t h him?" 
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MR. GALLEGOS: I'm s o r r y . "Why had you c o n s u l t e d w i t h 

him?" 

"A. B a s i c a l l y because I wanted revenue from 

t h a t l e a s e on the same b a s i s t h a t I had been 

g e t t i n g revenue from i t i n the p a s t . And by now 

my revenues i s d r o p p i n g o f f . 

Q. But I take i t t h a t you were a l s o c o n s u l t i n g 

w i t h him as t o the r e g u l a t o r y p r o c e e d i n g s 

i n v o l v i n g t he f o r c e d p o o l i n g ? 

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

Q. Had you c o n s u l t e d w i t h Mr. Groom on or 

about the time of the J u l y p r o c e e d i n g s i n v o l v i n g 

the Number 4 w e l l ? 

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 c o n s u l t w i t h him on the 

pr o c e e d i n g s i n v o l v i n g the Number 5 w e l l ? 

A. At a l a t e r d a t e , yes. 

Q. Did he ad v i s e you n o t t o p a r t i c i p a t e , not 

t o be an i n t e r v e n e r i n the h e a r i n g i n Case 8769? 

A. No, he d i d n ' t , t h a t I remember. 

Q. So the answer t o my o r i g i n a l q u e s t i o n i s 

t h a t you knew what the v e r y l i k e l y outcome would 

be i n t h i s second case on the Number 5 w e l l ? 

A. Yes. 
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'Q. G e o l o g i c a l l y s p e a k i n g , d i d you have any 

reason t o oppose the d r i l l i n g of these w e l l s ? We 

know your p o s i t i o n on the c o s t . But I'm t a l k i n g 

about from a geology s t a n d p o i n t ? 

A. W e l l , i t ' s somewhat of a t o s s u p . That's 

p r e t t y c l o s e t o El Paso's gas s t o r a g e over t h e r e , 

which i s somewhat of a bonus. The o t h e r t h i n g i s 

t h e r e i s a l s o a s u b s t a n t i a l water encroachment i n 

t h a t a r ea. And i t takes some p r e t t y good 

e n g i n e e r i n g t o go i n and get the gas w i t h o u t 

g e t t i n g the w a t e r . 

Q. What c o n s i d e r a t i o n had you g i v e n t o 

d r a i n a g e of your r e s e r v e s by o f f s e t t i n g w e l l s 

where you were o n l y r e l y i n g on these o l d w e l l s , 

the 2 and 3 f o r p r o d u c t i o n ? 

A. W e l l , the 2 and 3 seemed t o have a v e r y 

r e a s o n a b l e r a t i o of r e t u r n w i t h o u t knowing the 

i n t e n t or the program of the new o p e r a t o r . I was 

r a t h e r s a t i s f i e d w i t h the runs t o date r a t h e r 

than spending a l o t of money and not knowing 

whether he would ever get i t back, w i t h 

$390,000.00 back. 

Q. Would i t s u r p r i s e you i f the data showed 

t h a t the Number 2 w e l l had, f o r some p e r i o d of 

t i m e , many months, been n o n - p r o d u c t i v e , t h a t i t 
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"was so weak i t c o u l d n ' t buck the l i n e p r e s s u r e ? 

A. W e l l , t h e r e are ways t o o f f s e t t h a t w i t h 

compressor or rework or squeeze j o b or packer. 

There's ways t o handle t h a t . 

Q. W e l l , answer my q u e s t i o n f i r s t . 

A. Was I aware i t was go i n g 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 t o do something 

t o keep the w e l l on p r o d u c t i o n . 

Q. So what you would have done was t o put on 

compression? 

A. W e l l , you c o u l d have done t h a t . There's a 

l o t of d i f f e r e n t avenues t h a t a l l have d i f f e r e n t 

r a t i o s of r e t u r n . But the y need t o be e x p l o r e d 

and e v a l u a t e d q u i t e c a r e f u l l y . 

Q. I'm handing you E x h i b i t 11, Mr. Olsen. 

Would you mind i d e n t i f y i n g t h a t ? J u s t f o r the 

r e c o r d , s t a t e what i t i s . " 

MR. GALLEGOS: Mr. Chairman and Members of the 

Commission, t h a t i s Hartman E x h i b i t 19 a January 6, '86, 

l e t t e r . 

"A. W e l l , i t ' s a l e t t e r from Ruth S u t t o n of 

Doyle Hartman's o f f i c e r e g a r d i n g the C a r l s o n 4 

lease . 

Q. A l l r i g h t . T h i s l e t t e r was sent c e r t i f i e d 
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" m a i l and was on the t h i r d n o t i c e r e t u r n e d , not 

p i c k e d up. 

A. Okay. W e l l , t h i s a g a i n i n v o l v e s more 

acreage f o r the same amount of money. Th i s would 

be the e q u i v a l e n t of s e l l i n g the o t h e r acreage 

f o r $22,000.00. 

Q. How d i d you know what the l e t t e r s a i d i f 

you never — 

A. I d i d n ' t . I o n l y surmised from h i s o t h e r 

two l e t t e r s t h a t he was go i n g t o t r y t o s t i m u l a t e 

a s a l e . 

Q. So you r e f u s e d t he l e t t e r ? 

A. So I r e f u s e d the l e t t e r . 

Q. Let me ask you as a f o l l o w - u p t o t h i s Case 

8769 f o r f o r c e d p o o l i n g , i n o r d e r t o d r i l l the 

Ca r l s o n F e d e r a l Number 5, d i d you take any steps 

t o a s c e r t a i n what the c o s t s had been on t h a t 

w e l l ? 

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. 

A. I d i d n ' t , no. 

Q. You have s i n c e t h e n , o f course? 

A. Not r e a l l y , no. 

Q. D i d n ' t you have your a u d i t o r s and lawyer 

come t o Hartman's o f f i c e i n the f a l l of 1987? 
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"A. That's j u s t t o see what the expenses were. 

Maybe I mi s u n d e r s t o o d your q u e s t i o n . 

Q. W e l l , f i r s t I was a s k i n g you about whether 

you d i d t h a t k i n d of t h i n g i n '85 or e a r l y '86. 

You s a i d no. But then I s a i d , a t a l a t e r time 

you d i d examine i n t o those c o s t s ? 

A. You b e t . 

Q. I n August of 1987, a p e t i t i o n was f i l e d 

b e f o r e 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 

on your b e h a l f t o reopen Cases 8668 and 8769. 

Are you aware of t h a t ? 

A. Yes, s i r . 

Q. Okay. T e l l me what happened p r e c e d i n g t h a t 

i n o r d e r f o r you t o employ the H i n k l e f i r m t o 

make t h a t f i l i n g i n your b e h a l f ? 

A. I r e a l l y don't u n d e r s t a n d the q u e s t i o n . 

Q. What d i d you do t o --

A. That m o t i v a t e d me? 

Q. Yes. 

A. I wanted t o get on a pay s t a t u s . 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? 
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'A. I don't know. '84 or '85, whatever the 

re 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 o v e r , 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 got 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 be s t o f 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 

t i m e , which were r a t h e r m a r g i n a l . 

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 d e s c r i b e s Case 8668 and the o r d e r i n t h a t 

case. And i t a l s o d e s c r i b e s Case 8769 and the 

or d e r e n t e r e d i n t h a t case. Did you have those 

o r d e r s ? 

A. S i r , I'm sure I d i d , b ut 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 
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Q. They were o b t a i n a b l e by you a t any time 

from the OCD, c o r r e c t ? 

A. Yes. 

Q. And t h e r e i s no o t h e r e x p l a n a t i o n as t o 

m o t i v a t i n g c i r c u m s t a n c e s so t h a t you s u r f a c e d i n 

t h i s m a t t e r i n August of 1987, except you decide 

you want t o get back on a pay s t a t u s ? 

A. The money i s the o n l y 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 c o o k i n g , m a i n t a i n i n g the 

p r o d u c t i o n . 

Q. And i t had been s i n c e t he s p r i n g of 1985 

t h a t you hadn't been on a pay s t a t u s ? 

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 

Ca r l s o n leases? 

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 s o l d by you and purchased by El 

Paso. You were p a i d by El Paso, c o r r e c t ? 

A. Yes. 

Q. The checks were coming d i r e c t l y t o you? 
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7_8_ 

"A. Yes. 

Q. Okay. That was t r u e whether Doyle Hartman 

was o p e r a t o r or Sun was o p e r a t o r . I s n ' t t h a t 

t r u e ? 

A. No. That's not n e c e 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 p r o c e s s , Doyle and 

I have a f a l l i n g - o u t over the way t h i n g s are 

be i n g h a n d l e d , so I have El Paso pay me d i r e c t . 

And t h e y d i d f o r a s h o r t p e r i o d of t i m e . 

Q. Does t h a t r e f e r t o the p o i n t where Hartman 

p a i d you f o r the gas p r o d u c t i o n and El Paso a l s o 

p a i d you f o r the gas p r o d u c t i o n ? 

A. Yes, t h a t ' s c o r r e c t . 

Q. And you kept b o t h 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 f o r w a r d , 

which would have been, what, the s p r i n g of 1986, 

El Paso was p a y i n g you d i r e c t l y ? 

A. Yes, but th e y d i d o n l y f o r a v e r y s h o r t 

p e r i o d o f t i m e . And then t h e y p ut the revenues 

i n suspense. 

Q. El Paso d i d ? 

A. Yes. They d i d n ' t c o n t i n u e t o pay me 

i n d e f i n i t e l y . 
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"Q. W e l l , what d i d you do about El Paso h o l d i n g 

your revenue? 

A. I went t o them about i t . 

Q. And them b e i n g the H i n k l e f i r m ? 

A. Yes. 

Q. And what d i d th e y do about i t ? 

A. Gave i t a g r e a t d e a l of s t u d y . 

Q. And sent you b i l l s . Sent a b i l l e v e r y 

month? 

A. Yes. 

Q. W e l l , what happened be s i d e s t h a t ? 

A. W e l l , I'm s t i l l n o t back on a pay s t a t u s 

w i t h E l Paso. And, f r a n k l y , I don't know how I 

sta n d w i t h E l Paso. I t ' s so mixed up and 

c o n f u s i n g , I don't know how I stan d w i t h anybody. 

I would l i k e t o 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 t o h o l d anybody's 

revenue. But by the 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, 

sure . 

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 El Paso sent out t e l l i n g 
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"you how rough t h i n g s were f o r them? 

A. Yeah. 

Q. And were you aware i n March o f 1986 the y 

e s s e n t i a l l y shut i n a l l of the p r o d u c t i o n i n Lea 

County? 

A. Yes, but 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 the 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 h a t much t i m e . 

Q. Who i s Ga r o l d Bowlby? 

A. That's the gentleman down a t the end of 

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 l o n g has he been your CPA? 

A. Oh, f o r a t l e a s t 25 y e a r s . 

Q. And does he handle the f i n a n c i a l and 

a c c o u n t i n g m a t t e r s p e r t a i n i n g t o your o i l and ga 
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bus iness? 

A. W e l l , he a u d i t s , recommends, and a d v i s e s . 

Yes, he does. 

Q. Okay. And, o f cour s e , he was d o i n g t h a t 

f o r you i n 1985? 

A . Ye s, years ago. 

Q. Any reason i n 1985, a f t e r you knew you were 

f o r c e p o o l e d on these w e l l s and knew the y had 

been d r i l l e d under an e s t i m a t e d expense t h a t you 

t h o u g h t was too h i g h 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 a u d i t ? 

A. W e l l , the m a t e r i a l a v a i l a b l e t o us i s the 

o l d e r f i l e s . Now, whether i t was an i n t e r n a l 

m i s t a k e , 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 b e i n g f i r e d , which 

I haven't r u l e d o u t , but t h 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 p e r i o d w i t h 

C a r o l Murphy. 

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 El 

Paso t o t r y t o f i n d o u t . El Paso i s scared t o 

death t o say a n y t h i n g because th e y d i d n ' t know 

what t h e i r -- i f the y even knew i t . I'm not sure 

t h a t t h e y knew what t o say. But i f they d i d , 

t h e y ' r e n ot goi n g t o t e l l me doodley, a n y t h i n g . 

HUNNICUTT REPORTING 
SUSAN G. PTACEK, CCR 



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_2 

"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 

sta n d 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 

d on't know where we sta 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 g ot l o s t and the person 

who you f i r e d and El Paso -- 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 wa s. 

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? 

A. Yes. 

Q. What happened? 

A. They're j u s t n ot 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 t h a t a t l e a s t p o s s i b l y t o 

t h i s C a r o l Murphy who you had t o f i r e ? 

A. I t ' s p o s s i b l e . I don't want t o p i n i t t h a t 

t i g h t , b u t I have t h a t s u s p i c i o n . 
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t i m e , and you know as a w o r k i n g i n t e r e s t owner 

t h a t you got the r i g h t t o go i n and make a j o i n t 

i n t e r e s t b i l l i n g a u d i t of the o p e r a t o r ' s records? 

A. Oh, I haven't be ab 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 put i t a 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, but i t 

doesn't work t h a t w e l l . 

Q. L e t ' s break t h a t down t h e n . 

A. Okay. 

Q. F i r s t o f a l l , you r e c o g n i z e t h a t you have 

the r i g h t t o go i n and examine the books a t any 

time? 

A. Oh, s u r e . We d i d t h a t . 

Q. But what you are s a y i n g i s sometimes 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 ex a m i n a t i o n ? 

A. Yeah. 

Q. A l l r i g h t . Now, the f a c t remains t h a t i n 

1985 you d i d not re q u e s t or i n s t r u c t Mr. Bowlby 

or anybody e l s e t o make a check of the expenses 

and p r o d u c t i o n or a n y t h i n g l i k e t h a t ? 

A. Ri ght . 

Q. And the f a c t remains i n 1986 you d i d not 
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"take such a step? 

A. To the best o f my knowledge, I d i d n ' t , no. 

Q. So i s i t a c c u r a t e t o say t h a t i t was the 

f a l l of 1987 b e f o r e you had anybody i n your 

b e h a l f examine i n t o the expenses, c o s t s , and 

revenues on these w e l l s ? 

A. Yes. 

Q. And when you d i d t h a t , i t was Mr. Bowlby 

who you re q u e s t e d t o do i t ? 

A. Uh-huh." 

MR. GALLEGOS: Then t h e r e was j u s t d i s c u s s i o n between 

counsel what we were r e f e r r i n g t o . W e l l , I can read i t . 

Mr. E z z e l l says, "Are you t a l k i n g about the 4 

and 5, not the 2 and 3?" 

I s a i d , " W e l l , a l l of them." 

Then the next q u e s t i o n i s a t l i n e 4, page 70. 

"Q. He was asked t o lo o k i n t o a l l f o u r of them, 

i s n ' t t h a t r i g h t ? 

A. Sure. 

Q. Do you have any correspondence r e l a t i n g t o 

the e x a m i n a t i o n of the f i n a n c i a l r e c o r d s or the 

a u d i t , as we might c a l l i t , t o be done i n your 

b e h a l f by Mr. Bowlby on the C a r l s o n l e a s e w e l l s ? 

A. I'm sure he wro t e me a l e t t e r i n the form 

of a r e p o r t of h i s c o n c l u s i o n of what he found. 
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" I c o u l d n ' t b e g i n t o g i v e 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: D i s c u s s i o n among counsel about g e t t i n g 

h i s f i l e . 

And the n the next q u e s t i o n i s a t l i n e 3, page 

71. I t was d e p o s i t i o n e x h i b i t 12 t h a t we w i l l r e f e r t o , 

and t h a t i s Hartman e x h i b i t here t o d a y , Mr. Chairman and 

Members of the Commission, 26. E x h i b i t 26 i s the same as 

12 i n t h i s d e p o s i t i o n . 

"Q. Let 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 from Ben Wi l c o x t o Mr. Bowlby, dated 

October 6, 1987, and ask i f you have ever seen 

t h a t . 

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 got 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 . 

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 
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" t h a t , p l e a s e ? " 

MR. GALLEGOS: Excuse me, Mr. Carr. Let me j u s t p n i n r 

out t o the commission t h a t ' s Hartman E x h i b i t 27 here today. 

"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 team 

v i s i t i n g the Hartman o f f i c e s as t o w e l l Number 4 

and w e l l Number 5, the 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 of 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 s t a t e m e n t s t o show a l l the 

revenue s ? 

A. Yes. 

Q. 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 , the 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. GALLEGOS: And then Mr. Bowlby makes a comment. 

Page 72, l i n e 22. 

"Q. I haven't added these items up, Mr. Olsen, 
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"but even i f the e x c e p t i o n s on the 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 the d r i l l i n g of the w e l l s 

a t a c o s t of $300,000.00 or l e s s . You agree w i t h 

t h a t , don't you? 

A. W e l l , l e t ' s see. I have never t h o u g h t of 

i t t h a t way. 

Q. About how much was i n q u e s t i o n ? 

A. To t r y t o answer t h a t q u e s t i o n c o r r e c t l y 

and not knowing o t h e r t h i n g s t h a t might be 

i n v o l v e d , i t would o n l y be an assumption t h a t 

t h a t would be c o r r e c t a t t h i s t i m e , 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 q u e s t i o n t h i s way. 

A. Okay. 

Q. What d i d you l e a r n and conclude from the 

a u d i t r e s u l t s on the 4 and 5 w e l l t h a t were 

p r o v i d e d you i n November of 1987? 

A. I take a l l a u d i t s w i t h a g r a i n of s a l t , 

because I t h i n k t h e r e might be o t h e r t h i n g s t h a t 

are l e f t out or need t o be i n c l u d e d , or I'm 

pre p a r e d f o r s u r p r i s e s . So I saw some f i g u r e s 

t h e r e , b ut t o me the y weren't s t r u c k on stone by 

God. I mean, I saw some f i g u r e s b ut 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 
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"anybody. No d i s r e s p e c t . 

Q. W e l l , you weren't s a t i s f i e d w i t h the work 

done by Bowlby? 

A. W e l l , I j u s t took them r a t h e r l i g h t l y . I 

mean, I p a i d f o r them, but the y were j u s t 

f i g u r e s . And I d i d not c o n s i d e r them g o s p e l , 

because I t h o u g h t we might f i n d something l a t e r 

on t h a t might c o n t r a d i c t these f i g u r e s . 

Q. W e l l , h a v i n g t h i s i n f o r m a t i o n as a r e s u l t 

o f the a u d i t t h a t you c a l l e d f o r , d i d you decide 

t h a t you wanted t o be a p a r t i c i p a n t i n the w e l l , 

a v o l u n t a r y p a r t i c i p a n t i n the w e l l ? I sh o u l d 

say w e l l s , the 4 and the 5. 

A. W e l l , based on the e x p e r i e n c e t h a t I had 

had w i t h c o r r e s p o n d i n g and g e t t i n g t h i n g s done 

w i t h Doyle Hartman, I wasn't e n t h u s i a s t i c about 

becoming a p a r t n e r w i t h him as o p e r a t o r . 

Q. 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 1987 t o express t o 

Doyle Hartman t h a t you wanted t o be a v o l u n t e e r 

p a r t i c i p a n t i n the w e l l ? 

A. R i g h t . I d i d n ' t want t o be a v o l u n t a r y 

p a r t i c i p a n t , because I had t o get a c o u r t o r d e r 

t o get i n t h e r e t o get an a u d i t . And I t h o u g h t , 

w e l l , i t ' s g o i n g t o be d i f f i c u l t t o get a l o n g as 
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"a w o r k i n g p a r t n e r when the r e c o r d s are not 

a v a i l a b l e t o you f r e e l y f o r the f i r s t go-around. 

Q. What are you r e f e r r i n g t o when you say you 

had t o get a c o u r t o r d e r ? 

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 the w e l l s a t a l l . " 

MR. GALLEGOS: Mr. E z z e l l s a i d , "We f i l e d the a c t i o n . " 

"Q. Mr. E z 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: And then s a i d , " 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. E z z e l l s a i d , "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 . " 

Then my next q u e s t i o n i s a t l i n e 11. 

"Q. Doesn't Mr. W i l c o x ' s l e t t e r t h a t you have 

a l r e a d y l o o k e d a t , s a i d you got a copy o f , say t o 

Mr. Bowlby, ' I n response t o your t e l e p h o n e 

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 t 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 . They 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 not 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 
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" 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 

t h i s , once i t was done — I won't argue w i t h you 

about what you had t o do t o 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 , the 

Number 4 and the Number 5? 

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

Q. And the f a c t t h a t Number 4 w e l l was d r i l l e d 

f o r a c o s t of some $16,000.00 l e s s than the AFE 

and the Number 5 f o r sum $75,000.00 l e s s than the 

AFE makes no d i f f e r e n c e t o you? 

A. No." 

MR. GALLEGOS: Then we would go t o page 8 1 , l i n e 20. 

I s t h e r e any of the i n t e r v e n i n g p o r t i o n you 

would want, Mr. E z z e l l ? 

MR. EZZELL: I would j u s t p o i n t t o Mr. Hensley's 

q u e s t i o n s r e f e r r i n g t o Olsen D e p o s i t i o n E x h i b i t No. 14 as 

i d e n t i f i e d i n the d e p o s i t i o n e x h i b i t s , which i s Olsen 

E x h i b i t 2 now. Where the y had been -- where Mr. Hartman's 

a c c o u n t a n t s gave Mr. Olsen a breakdown on a l l c o s t s and 

revenue on the 4 and 5 w e l l s , and the amount t h a t they 

c l a i m e d Mr. Olsen owed f o r o p e r a t i n g expenses on the 2 and 
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3 w e l l s . And the revenue t h a t Mr. Hartman was h o l d i n g i n 

suspense from Mr. Olsen's i n t e r e s t on the Number 2 w e l l . 

MR. GALLEGOS: I'm goi n g t o l i n e 20, page 8 1 . 

"Q. Mr. Olsen, you wanted Mr. Bowlby and h i s 

people t o a u d i t the Hartman r e c o r d s so you c o u l d 

f i n d o ut 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 of the Number 4 and the Number 5 w e l l , 

i s n ' t t h a t r i ght? 

A. Yes. 

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 they 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 

be 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 n ot c o r r e c t . I d i d n ' t i n t e n d t o 

lea v e 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 — the c o s t , the a c t u a l 

c o s t i n the Number 4 w e l l was $374,000.00, was 
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" 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 

can'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 o ut 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 can't g i v e you a p r e c i s e answer 

on t h a t . 

Q. W e l l , s e t t i n g a s i d e whether El Paso has 

p a i d you or what has gone on the Number 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 the tune of 25 p e r c e n t ? 

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 

run up a g a i n s t o b s t a c l e s back i n the e a r l y stages 

of d e a l i n g w i t h Doyle. 

Q. 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 the y 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 
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"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. GALLEGOS: Mr. Hensley made an o b j e c t i o n t o the 

q u e s t i o n . 

"A. There i s no d i s p u t e about t h a t . 

Q. And so then b e i n g no d i s p u t e about t h a t , 

why d i d you n o t , when you had the a u d i t done and 

you had the r e s u l t s i n November of 1987, st e p 

f o r w a r d and say, 'Here I am. I want t o pay my 

share'? 

A. I'm n o t sure t h a t I would have had a 

c o r r e c t a c c o u n t i n g w i t h my share, and I'm not 

sure we c o u l d have g o t t e n a l o n g as p a r t n e r s , even 

had I come f o r w a r d a t t h a t p o i n t . 

Q. And f o r t h a t reason you d i d n ' t come 

fo rwa rd? 

A. No, no. I wasn't s o l i c i t e d by him, on the 

o t h e r hand. Why d i d n ' t he come t o me and say, 

'W e l l , l o o k , you have 25 p e r c e n t of t h i s . Here 

i s the r e p o r t on what we have been d o i n g . And 

why don't you come a l o n g and p a r t i c i p a t e ? ' He 

never d i d t h a t . 

Q. W e l l , you had the a u d i t done t o get the 

c o s t s , and you had those r e s u l t s . 
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"A. But I d i d n ' t take the a u d i t t h a t s e r i o u s l y . 

Q. Okay. What you are s u g g e s t i n g i s t h a t even 

w i t h t he a u d i t done by your CPA, you s t i l l 

d on't -- you are s t i l l n o t c o m f o r t a b l e t h a t those 

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 q u e s t i o n s 

r e g a r d i n g t he Number 5 w e l l , o n l y i f I r e p r e s e n t 

t h a t the c o s t s 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 

t h e r e would be d i f f e r e n t r e s e r v e s , and t h e r e 

would be d i f f e r e n t t h i n g s t o c o n s i d e r . 

Q. Then h a v i n g your knowledge about the 

re s e r v e s and h a v i n g knowledge of the w e l l c o s t s 

once an a u d i t was done — 

A. But I don't have the knowledge of the 

r e s e r v e s . 

Q. You don't have the knowledge of the 

res e r v e s ? 

A. No, I don't know how many c u b i c f e e t would 

be bankable under t h a t 40 a c r e s . 

Q. I see. So what does t h a t mean, t h a t you --

A. That means I don't know how many f e e t of 
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"gas are down t h e r e . 

Q. And so what have you done t o f i n d t h a t out? 

A. I haven't p a i d much a t t e n t i o n t o i t , 

because I f i g u r e d whatever i t i s , i t ' s a s t o r e d 

v a l u e , and i t w i l l be t h e r e f o r a l o n g 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 e x p e r i e n c e d former o p e r a t o r and a 

person i n t h i s b u s i n e s s , you know how t o f i n d out 

what those r e s e r v e s a r e , don't you? 

A. Yes, b u t you don't take them a l l t h a t 

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 t o n i n e e n g i n e e r s , you w i l l get ni n e d i f f e r e n t 

f i g u r e s . I f you go t o n i n e l a w y e r s , you w i l l get 

ni n e d i f f e r e n t s o l u t i o n s t o your problem. 

Q. So when do you ever make a d e c i s i o n ? 

A. Very s l o w l y . Not a l l a t once. 

Q. And you d i d n ' t want t o make a d e c i s i o n i n 

November of 1987? 

A. No, not r e a l l y . 

Q. Are you ready t o make a d e c i s i o n now? 

A. I'm not s u r e . 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 completes our o f f e r . There are a 

few pages more i f you want t o o f f e r a n y t h i n g f u r t h e r . 
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MR. EZZELL: I would j u s t p o i n t out t h a t , a g a i n , the 

r e d i r e c t and cr o s s by Mr. Hensley i s a t t a c h e d i n t h e r e and 

i t ' s a p a r t of the r e c o r d , and I don't see any reason t o 

read i t i n t o the r e c o r d . 

MR. GALLEGOS: I have a s h o r t d e p o s i t i o n . We want t o 

c a l l G a r o l d Bowlby by d e p o s i t i o n . D e p o s i t i o n of Garold 

Bowlby. That f i r s t name, by the way, i s s p e l l e d 

G - a - r - o - l - d , which was taken on August 25, 1989. And I 

w i l l b e g i n a t l i n e 9, page 4 of the d e p o s i t i o n . 

GAROLD BOWLBY, 

the Witness h e r e i n , h a v i n g t e s t i f i e d t h r o u g h h i s 

d e p o s i t i o n , was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. GALLEGOS: 

"Q. S t a t e your name, p l e a s e . 

A. Garo 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 o c c u p a t i o n ? 

A. R e t i r e d CPA. 

Q. When d i d you r e t i r e ? 

A. 1986. 

Q. Did you p r a c t i c e i n Oklahoma? 
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"A. I n Oklahoma C i t y . 

Q. For how many years? 

A. Oh, 30 some odd y e a r s . 

Q. Did your p r a c t i c e a c c o u n t i n g and a u d i t i n g 

i n the bus 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 , 

t hough. 

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 of Howard Olsen? 

A. Not w h i l e I was i n p r a c t i c e , b ut 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 1987. I have always worked f o r Mr. 

Olsen as t a x a d v i s o r . " 

MR. GALLEGOS: I would go t o l i n e 4, page 6. Do you 

want t o o f f e r a n y t h i n g ? 

MR. EZZELL: Carry on. 

"Q. Now, as we are d i s c u s s i n g t h i s i n your 

t e s t i m o n y , are you r e f e r r i n g t o the e x a m i n a t i o n 

you made o f c e r t a i n r e c o r d s of Doyle Hartman i n 

Midland? 

A. Yes. 

Q. T e l l us how i t came about t h a t you 

conducted e x a m i n a t i o n . What steps d i d you take 
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" i n o r d e r t o be a b l e t o do i t ? 

A. W e l l , we j u s t made arranoements -- and T 

can't remember the man's name -- t h a t we come and 

he would make a l l the w e l l r e c o r d s a v a i l a b l e t o 

u s . 

Q. Was the man's name Ben Wilco x ? Does t h a t 

r e f r e s h your r e c o l l e c t i o n ? 

A. P r o b a b l y , yes. 

Q. Did you go t h r o u g h any o t h e r person, Mr. 

Olsen's a t t o r n e y s , f o r example, or anyone e l s e i n 

or d e r t o make those arrangements? 

A. W e l l , I'm sure we t a l k e d about i t , b u t we 

had p e r m i s s i o n t o go, su r e . 

Q. Do you remember any p a r t i c u l a r o b s t a c l e s 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 t o the 

records? 

A. No . 

Q. And from 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 than a week. Three or f o u r days. I 
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"don't remembe r . 

Q. Did you come i n 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 t he Number 4 and 5 

Ca r l s o n we l i s . 

Q. A l l r i g h t . 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 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 , 

d i d you make a r e q u e s t f o r the r e c o r d s you wanted 

t o see ? 

A. Yes. 

Q. Were those r e c o r d s f u r n i s h e d t o you? 

A. Yes. 

Q. Did you examine them? 

A. We d i d . 

Q. And as a r e s u l t of t h a t e x a m i n a t i o n , were 

you a b l e t o a s c e r t a i n what the a c t u a l w e l l c o s t s 
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"were on the Number 4 and Number 5 w e l l ? 

A. A l l the i n v o i c e s we examined. There were a 

few h o l e s t h a t t h e y d i d n ' t f u r n i s h us. One or 

two i n v o i c e s t h e y never d i d f i n d , and a few 

q u e s t i o n a b l y i t e m s . But, b a s i c a l l y , i f th e y were 

p r o p e r , we came up w i t h some numbers f o r c o s t . 

Q. Do you r e c a l l the numbers t h a t you came up 

w i t h ? 

A. I can' t t e l l you. That's been two y e a r s . 

Q. W i l l E x h i b i t 13 h e l p you? 

A. I'm t r y i n g t o f i n d a summary or something 

t h a t would g i v e the f u l l — 

Q. I was l o o k i n g f o r t h a t , t o o . 

A. W e l l , are these the o p e r a t i n g s t a t e m e n t s ? 

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. 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 o f 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 on the 4 and the 5? 

HUNNICUTT REPORTING 
SUSAN G. PTACEK, CCR 



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 

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 or a schedule or something. 

Q. Would t h a t have been done on or about 

November 9, 1987. 

A. Yes. Should have been r o u g h l y t h i s same 

t i m e . " 

MR. GALLEGOS: Then I would go t o page 10 l i n e 15. 

MR. EZZELL: Okay. 

Q. Let me ask t h i s . E x h i b i t 13 does show a 

few e x c e p t i o n s . Was t h e r e any f o l l o w - u p on 

those? 

A. We r e c e i v e d , as I r e c a l l , answers t o a l l 

but one p r e t t y s i z a b l e i t e m . 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 — t h e y j u s t d i d n ' t f i n d 

the i n v o i c e f o r i t , a p r e t t y good i t e m . 

Q. So were the o t h e r s r e s o l v e d t o your 

s a t i s f a c t i o n except f o r whatever t h a t i t e m was? 

A. Uh-huh. 

Q. Would t h e r e a l s o be some correspondence on 

t h a t , Mr. Bowlby? 

A. I t was p r o b a b l y by phone. I'm gue s s i n g 

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 best I 
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" 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 can't f i n d 

i t , you can' t f i n d i t . ' 

Q. I mean on the o t h e r s t h a t were r e s o l v e d , 

t h e y would s u p p l y you documentation? 

A. Yes, yes. I know he d i d i t . 

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 e x c e p t i o n s ? 

A. Sure d i d . " 

MR. GALLEGOS: End of our o f f e r . 

COMMISSIONER LEMAY: Are you i n between w i t n e s s e s 

he re? 

MR. GALLEGOS: Yes, Mr. Chairman. 

COMMISSIONER LEMAY: L e t ' s take a break, a 15-minute 

break and then resume. 

(At 3:35 p.m. a recess was t a k e n . ) 

COMMISSIONER LEMAY: We s h a l l resume. 

MR. GALLEGOS: Doyle Hartman c a l l s B i l l Aycock. You 

have been sworn, have you n o t , Mr. Aycock? 

THE WITNESS: Yes, s i r , I have. 

WILLIAM P. AYCOCK, 

the Witness h e r e i n , h a v i n g been f i r s t d u l y sworn, was 

examined and t e s t i f i e d as f o l l o w s : 
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DIRECT EXAMINATION 

BY MR. GALLEGOS: 

Q. Would you s t a t e your name. 

A. W i l l i a m P. Aycock. 

Q. Where do you l i v e ? 

A. M i d l a n d , Texas. 

Q. What i s your o c c u p a t i o n ? 

A. C o n s u l t i n g p e t r o l e u m e n g i n e e r . 

Q. What i s the e x t e n t of your c o l l e g e e d u c a t i o n and 

t r a i n i n g f o r your p r o f e s s i o n ? 

A. I have a b a c h e l o r of sc i e n c e i n p e t r o l e u m 

e n g i n e e r i n g and a master o f s c i e n c e i n p e t r o l e u m 

e n g i n e e r i n g from the U n i v e r s i t y o f Texas a t A u s t i n bestowed 

r e s p e c t i v e l y i n 1955 and 1957. 

Q. How l o n g have you been a p r a c t i c i n g c o n s u l t i n g 

e n g i n e e r ? 

A. Been a p r a c t i c i n g c o n s u l t i n g e n g i n e e r f o r 21 

y e a r s . 

MR. EZZELL: Excuse me, Mr. G a l l e g o s . We w i l l 

s t i p u l a t e t o h i s q u a l i f i c a t i o n s , u n l e s s you want them a 

m a t t e r of the r e c o r d . 

MR. GALLEGOS: No. 

Q. (By Mr. G a l l e g o s ) You have t e s t i f i e d b e f o r e 

b o t h t he O i l C o n s e r v a t i o n D i v i s i o n and Commission on many 

occasions? 
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A. When I began my ca r e e r as t e s t i f y i n g , Mr. Carr 

was c o u n s e l , Mr. Utz was the c h i e f e n g i n e e r , and Pete 

P o r t e r was the d i r e c t o r . That was 21 years ago t h i s 

s p r i n g . 

COMMISSIONER LEMAY: His q u a l i f i c a t i o n s are accepted 

because of h i s age. 

THE WITNESS: Thank you. I a p p r e c i a t e t h a t . 

Q. (By Mr. G a l l e g o s ) Have you served as a 

c o n s u l t i n g e n g i n e e r f o r Doyle Hartman, an o p e r a t o r i n 

M i d l a n d , Texas? 

A. Yes, I have. 

Q. For how many yea r s have you done t h a t ? 

A. Since September 1, 1979. 

Q. Mr. Aycock, i n p a r t i c u l a r i n c o n n e c t i o n w i t h 

your d u t i e s f o r Mr. Hartman d i d you become a c q u a i n t e d w i t h 

and i n v o l v e d on a f i r s t - h a n d b a s i s w i t h a p r o c e e d i n g b e f o r e 

the New Mexico O i l and Gas Commission or the d i v i s i o n of 

t h a t commission l e a d i n g up t o the d r i l l i n g of the Car l s o n 

F e d e r a l No. 4 and the No. 5 w e l l ? 

A. Yes, s i r , I was i n t i m a t e l y i n v o l v e d i n the whole 

c o n t r o v e r s y and the whole s e t of h e a r i n g s and the a t t e m p t s 

t o reach a v o l u n t a r y agreement w i t h Mr. Olsen. 

Q. Did *your i n v o l v e m e n t i n c l u d e n ot o n l y 

p r e p a r a t i o n of those cases but an appearance b e f o r e the 

d i v i s i o n t o t e s t i f y i n Dockets 8668 and 8769? 
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A. Yes, s i r , I was a w i t n e s s i n b o t h of those 

cases. 

Q • I n the i n t e r e s t of t ime, Mr. Aycock, t h e r e are a 

few e x h i b i t s t h a t we might address w i t h some p a r t i c u l a r i t y . 

But would you, i n your own words, d e s c r i b e t o the 

commission what went on i n r e g a r d t o o b t a i n i n g v o l u n t a r i l y 

or i n v o l u n t a r i l y the p a r t i c i p a t i o n of the 25 p e r c e n t 

i n t e r e s t owned by Howard Olsen i n those two proposed w e l l s ? 

A. Mr. Hartman and v a r i o u s members of h i s --

v a r i o u s of h i s employees made c o n t i n u i n g d e t e r m i n e d 

a t t e m p t s , s t a r t i n g i n e a r l y 1985, t o achieve a v o l u n t a r y 

e i t h e r j o i n d e r by Mr. Olsen i n the d r i l l i n g of two i n f i l l 

development w e l l s , or i n the absence of h i s w i l l i n g n e s s t o 

j o i n as a p a r t i c i p a t i n g w o r k i n g i n t e r e s t owner, t o e i t h e r 

s e l l h i s i n t e r e s t t o Mr. Hartman and h i s group of employee 

p a r t i c i p a n t s and Mr. Davidson, who was not an employee but 

an a s s o c i a t e of Mr. Hartman's. Or i n the absence of t h a t 

t o farm o ut the i n t e r e s t t o Mr. Hartman so t h a t he c o u l d 

proceed w i t h the d r i l l i n g of the i n f i l l development w e l l s 

t h a t we a l l f e l t were necessary t o recover e f f i c i e n t l y the 

r e m a i n i n g r e s e r v e s under bo t h of these 40-acre t r a c t s . 

Q. Was t h e r e a c i r c u m s t a n c e a t which p o i n t the 

Hartman o r g a n i z a t i o n had made an agreement w i t h a 

r e p r e s e n t a t i v e of Mr. Olsen t o purchase h i s i n t e r e s t ? 

A. They t h o u g h t t h e y had. Mr. Hartman t h o u g h t they 
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had, and Mrs. S u t t o n who was h i s l a n d person a t t h a t time 

expressed on s e v e r a l o c c a s i o n s t h a t she was s a t i s f i e d t-hat 

a t r a d e had been consummated, and t h a t i t was s i m p l y a 

m a t t e r o f f l a n g i n g up the d e t a i l s . And t h a t ' s why we f e l t 

so c o n f i d e n t t h a t we t e s t i f i e d t o the commission t h a t we 

t h o u g h t we had a t r a d e made w i t h Mr. Olsen, and i t was 

s p e c i f i e d , I b e l i e v e i n 8668 t h a t we would so n o t i f y the 

commission when a v o l u n t a r y agreement had been a c h i e v e d , 

but u n f o r t u n a t e l y i t never was. 

Q. Do E x h i b i t s 1 t h r o u g h 6 of the Hartman e x h i b i t s 

p r o v i d e f o r the commission correspondence p e r t a i n i n g t o the 

n e g o t i a t i o n s w i t h Mr. Olsen? At the same time do they a l s o 

d emonstrate the f o r c e d p o o l i n g a p p l i c a t i o n t h a t was f i l e d 

w i t h the commission and n o t i c e d t o Mr. Olsen c o n c e r n i n g the 

Number 4 w e l l ? 

A. Yes, s i r , t h e y do. And the f i r s t E x h i b i t No. 1 

i s d a ted January 24, '85; E x h i b i t No. 2 i s dated January 

31, '85; E x h i b i t No. 3 i s J u l y 10, '85; E x h i b i t No. 4 i s 

dated J u l y 19, '85; and E x h i b i t No. 5 i s dated J u l y the 22, 

1985; and E x h i b i t No. 6 i s dated J u l y 30, 1985. 

MR. GALLEGOS: Mr. Chairman, those e x h i b i t s w i t h the 

e x c e p t i o n of No. 4 were a l s o i d e n t i f i e d by Mr. Olsen and we 

move t h e i r a d m i s s i o n , E x h i b i t s 1 t h r o u g h 6 a t t h i s t i m e . 

COMMISSIONER LEMAY: W i t h o u t o b j e c t i o n E x h i b i t s 1 

t h r o u g h 6 w i l l be a d m i t t e d i n t o the r e c o r d . 
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(Hartman E x h i b i t s 1 t h r o u g h 6 

were a d m i t t e d i n e v i d e n c e . ) 

Q. (By Mr. G a l l e g o s ) Again w i t h o u t g o i n g i n t o a 

l o t of d e t a i l , i s E x h i b i t No. 7 the copy of t r a n s c r i p t of 

the p r o c e e d i n g s where you t e s t i f i e d b e f o r e the — b e f o r e 

the examiner on the f i r s t compulsory p o o l i n g case? That 

would be case 8668 r e l a t i n g t o the C a r l s o n F e d e r a l Number 

4? 

A. Yes, s i r , t h a t ' s c o r r e c t . 

Q. At t h a t time what d i d you r e p o r t t o the examiner 

i n t h a t p r o c e e d i n g c o n c e r n i n g the e q u i t y o f Mr. Olsen i n 

t h i s w e l l ? 

A. I f you w i l l g i v e me j u s t a moment t o t u r n back 

he r e , I t h i n k I can f i n d i t . 

Q. I s h o u l d say the l e a s e . 

A. The t e s t i m o n y begins on page 26 of the 

t r a n s c r i p t o f Case No. 8668, and on l i n e 6 I b e l i e v e i s the 

f i r s t r e f e r e n c e t o i t . The q u e s t i o n was, "Have you 

reviewed the correspondence and the e f f o r t s made by Hartman 

to o b t a i n the v o l u n t a r y j o i n d e r of R. Howard Olsen?" 

Q. W i t h o u t r e a d i n g i t v e r b a t i m , can you h e l p the 

commission by j u s t s a y i n g what was r e p o r t e d a t t h a t time as 

t o the s t a t u s o f the n e g o t i a t i o n s w i t h Mr. Olsen? 

A. B a s i c a l l y I c i t e d i n here these same group --

s e v e r a l of these same group of e x h i b i t s t h a t have j u s t been 
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s u b m i t t e d and accepted by the commission, and p o i n t e d out 

to the examiner what was b a s i c a l l y c o n t a i n e d t h e r e i n . And 

a l s o p o i n t e d out t h a t t h e r e was a l e t t e r from Sun O i l 

Company c o n t a i n i n g what was p u r p o r t e d t o be the o p e r a t i n g 

agreement t h a t covered w e l l s Number 2 and 3 and i t would 

presumably w e l l s Number 4 and 5 as t o the r e l a t i o n s h i p 

between Mr. Hartman as the successor i n i n t e r e s t t o Sun O i l 

Company, and Mr. Olsen w i t h h i s i n t e r e s t t h a t p r e d a t e s the 

assignment from Sun t o Hartman. 

Mr. S t r a n d , who was an a t t o r n e y , who i s now 

deceased, w i t h t he f i r m of Atwood, Malone, Mann and Turner 

was the t e c h n i c a l a t t o r n e y who t e s t i f i e d i n b o t h 8668 and 

8769 as t o l a t e r i n the t r a n s c r i p t t h a t i n h i s o p i n i o n 

those d i d not c o n s t i t u t e an o p e r a t i n g agreement. 

Q. Was i t your b e l i e f , based on the n e g o t i a t i o n s 

t h a t had tak e n p l a c e , t h a t Mr. Olsen's i n t e r e s t was going 

t o be o b t a i n e d by purchase by Mr. Hartman, and the f o r c e d 

p o o l i n g p r o c e e d i n g was o n l y a s a f e t y measure t o make sure 

the d r i l l i n g of the w e l l c o u l d proceed? 

A. Yes. I'm t r y i n g t o f i n d the ex a c t statement 

where I know I s a i d t h a t we t h o u g h t t h a t we had a v o l u n t a r y 

agreement w i t h him. 

Q. W e l l , I t h i n k over at page 21 you t e s t i f y i n 

t h a t r e g a r d . A c t u a l l y page 18 you t e s t i f y about the n o t i c e 

t o Mr. Olsen, and page 21 you t e s t i f y t h a t you l e a r n e d --
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A. Yes. You're c o r r e c t , Mr. G a l l e g o s . On page 21, 

l i n e 19 Mr. Carr asked me, "Does he have immediate plans to 

go f o r w a r d w i t h the development of t h i s acreage?" This i s 

the t r a n s c r i p t f o r 8668. 

And my answer was, "Yes, he does. As a m a t t e r 

of f a c t we l e a r n e d y e s t e r d a y t h a t Mr. Olsen i s p r o b a b l y 

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

Q. Meanwhile and p r i o r t o t h a t h e a r i n g Mr. Olsen 

had been p r o v i d e d w i t h n o t i c e o f the h e a r i n g and AFE on the 

w e l l ? 

A. Yes, s i r . 

Q. Now, a f t e r E x h i b i t 7, t h e n , j u s t t o move t h i n g s 

a l o n g w i t h E x h i b i t s 8 -- i n p a r t i c u l a r , E x h i b i t s 9 and 10 

r e f l e c t f u r t h e r n e g o t i a t i o n s , i n p a r t i c u l a r E x h i b i t 10 

r e f l e c t s t h a t the Hartman o r g a n i z a t i o n b e l i e v e d i t made an 

agreement t o buy Mr. Olsen's 25 p e r c e n t i n t e r e s t i n t h a t 

l e a s e f o r $50,000? 

A. Yes, s i r . E x h i b i t 8 i s s i m p l y more of an ad l i b 

t h i n g , because t h i s was j u s t Mr. Carr e x p l a i n i n g t o the 

Bureau of Land Management what was g o i n g on. But E x h i b i t 9 

i s Miss S u t t o n ' s notes on her v a r i o u s c o n t a c t s w i t h 

Mr. Olsen's r e p r e s e n t a t i v e s s t r e t c h i n g from the p e r i o d of 

J u l y 10, 1985, t h r o u g h August 29, 1985, i n an a t t e m p t t o 

reach a v o l u n t a r y agreement. 

Q. A l l r i g h t . 
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A. Those are her n o t e s , and she was a w i t n e s s i n 

8769. And i f the commission -- any member of the 

commission cares t o examine t h a t t r a n s c r i p t i t ' s g r e a t 

d e t a i l , her t e s t i m o n y , p e r t a i n i n g t o a l l o f these notes and 

her v a r y i n g c o n t i n u i n g a t t e m p t s t o reach a v o l u n t a r y 

agreement w i t h , f i r s t , Mr. Olsen's o f f i c e , and then 

Mr. Foraker -- a f t e r she had been i n c o n t a c t d i r e c t l y w i t h 

Mr. Olsen's o f f i c e , then Mr. Foraker c a l l e d h e r , and t h a t ' s 

when t h a t s e r i e s of n e g o t i a t i o n s began. 

Q. Now, s i r , l e t me d i r e c t your a t t e n t i o n t o 

E x h i b i t No. 11, Hartman E x h i b i t No. 1 1. I s t h a t the or d e r 

t h a t i s s u e d on t h i s f i r s t f o r c e d p o o l i n g case, Case 8668, 

p e r t a i n i n g t o the C a r l s o n F e d e r a l No. 4? 

A. Yes, s i r . That's o r d e r No. R-8031. 

Q. Was t h e r e a p a r t i c u l a r reason a t t h a t time 

Mr. Hartman was anxious t o proceed w i t h d i s p a t c h i n the 

d r i l l i n g of these w e l l s ? 

A. Yes, he was. Thi s was, as u s u a l , d u r i n g t h i s 

p e r i o d o f time -- t h i s i n v o l v e d f i n a n c i a l p l a n n i n g t h a t 

i n v o l v e d m i n i m i z a t i o n of F e d e r a l income t a x e s . So he was 

anxious t o get the money e f f e c t i v e l y spent d u r i n g the 

ca l e n d a r year 1985 i f a t a l l p o s s i b l e . 

Q. I n p a r t i c u l a r , Mr. Aycock, I would l i k e t o draw 

your a t t e n t i o n t o what I c a l l the o r d e r and d e c r e t a l p a r t s 

of t h i s o r d e r b e g i n n i n g a t page 3, goi n g over onto page 4. 
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Are you w i t h me? 

A. Yes, s i r . 

Q. Paragraph number 4 and paragraph number 5. Have 

you read and examined those p r o v i s i o n s b e f o r e ? 

A. Yes, s i r , I have. 

Q. Are those f a m i l i a r p r o v i s i o n s t o you i n terms of 

your e x t e n s i v e y e a r s of e x p e r i e n c e b e f o r e t h i s commission 

i n f o r c e d p o o l i n g cases? 

A. Yes, s i r , t h e y a r e . I n my e x p e r i e n c e and 

r e c o l l e c t i o n t h e y ' r e s t a n d a r d language t h a t are 

s u b s t a n t i a l l y i n c l u d e d i n any f o r c e d p o o l i n g o r d e r . 

Q. Now, s i r , does e i t h e r one of those paragraphs 

r e l a t e t o the o p p o r t u n i t y f o r v o l u n t a r y p a r t i c i p a t i o n by a 

w o r k i n g i n t e r e s t owner who i s b e i n g f o r c e d p o o l or has not 

t o t h a t p o i n t consented? 

A. Yes, s i r . Number 4 s p e c i f i c a l l y addresses t h a t 

p o i n t . 

Q. Okay. And what does number 4 c a l l f o r ? 

A. May I read i t i n t o the r e c o r d as i t i s r a t h e r 

than t o a t t e m p t t o i n t e r p r e t i t and get i n v o l v e d i n 

amb i gu i t i e s ? 

Q. I t h i n k i t has t h a t i m p o r t a n c e t h a t you should 

do t h a t . 

A. " W i t h i n 30 days from the date the schedule 

of e s t i m a t e d w e l l c o s t s i s f u r n i s h e d t o him, any 
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n o n c o n s e n t i n g w o r k i n g 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 of e s t i m a t e d w e l l 

c o s t s t o the o p e r a t o r i n l i e u of p a y i n g h i s share 

of r e a s o n a b l e w e l l c o s t s o ut of p r o d u c t i o n , and 

any such owner who pays h i s share of e s t i m a t e d 

w e l l c o s t s as p r o v i d e d 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 c o s t s b ut s h a l l n ot be l i a b l e f o r 

r i s k charges." 

Q. I n b o t h cases, t h a t i s the p o o l i n g case f o r the 

Fe d e r a l C a r l s o n Number 4, C a r l s o n Number 5, was Mr. Olsen 

p r o v i d e d w i t h AFEs? 

A. Yes, s i r . 

Q. W i t h i n 30 days of b e i n g p r o v i d e d those AFEs d i d 

he v o l u n t a r i l y express h i s i n t e r e s t i n p a y i n g h i s share of 

the w e l l c o s t s ? 

A. He a p p a r e n t l y was -- based on — I have read h i s 

e n t i r e d e p o s i t i o n and p a r t s of have been r e p e a t e d here, and 

a p p a r e n t l y as o f 1989 he had s t i l l n o t made up h i s mind 

whether or n o t he 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 he d i d admit t h a t he had r e c e i v e d the AFEs and he knew 

what the c o s t s were, so had he been a b l e t o make a 

d e c i s i o n , he had the o p p o r t u n i t y and knew t h a t he had the 

o p p o r t u n i t y 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 the d r i l l i n g of 

bo t h we l i s . 

Q. Let me t u r n your a t t e n t i o n t o paragraph 5 now of 
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t h a t o r d e r . And maybe i t would m e r i t r e a d i n g t h a t i n i t s 

e n t i r e t y f o r the r e c o r d . 

A. "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 w o r k i n g i n t e r e s t owner an i t e m i z e d 

schedule of a c t u a l w e l l c o s t s w i t h i n 90 days 

f o l l o w i n g c o m p l e t i o n of the w e l l ; i f no o b j e c t i o n 

t o a c t u a l w e l l c o s t s i s r e c e i v e d by the D i v i s i o n 

and the D i v i s i o n has n o t o b j e c t e d 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 s a i d s c h e d u l e , the a c t u a l 

w e l l c o s t s s h a l l be the reasonable w e l l c o s t s ; 

p r o v i d e d 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 c o s t 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 d e t e r m i n e r e a s o n a b l e w e l l c o s t s 

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 . " 

Q. Not o n l y by i t s own language, but i n d u s t r y 

p r a c t i c e , i s i t your t e s t i m o n y t h a t t h a t p r o v i s i o n does not 

r e l a t e t o o p p o r t u n i t y f o r p a r t i c i p a t i o n ? 

A. No, s i r . 

Q. What does i t p e r t a i n to? 

A. W e l l , i t p e r t a i n s t o i f t h e r e i s a d i s p u t e as t o 

the c o s t of a c h i e v i n g the end t h a t b o t h o p e r a t o r s have i n 

mind. 

Q. I n your 21 years of e x p e r i e n c e , what has been 

your o b s e r v a t i o n i n the i n d u s t r y c o n c e r n i n g s t r i c t 

compliance w i t h t h a t p a r t i c u l a r p r o v i s i o n ? 
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A. I ' d say a t l e a s t 50 p e r c e n t of the time t h e r e i s 

not s t r i c t compliance w i t h i t . 

Q. But i f t h e r e i s compliance or t h e r e i s 

i n f o r m a t i o n , i t p e r t a i n s t o an a t t a c k or a q u e s t i o n i n g of 

the reasonableness of the w e l l c o s t s as opposed t o 

o p p o r t u n i t y f o r p a r t i c i p a t i o n ? 

A. Most g e n e r a l l y i t has t o do w i t h the c o s t s being 

h i g h e r than e i t h e r were a n t i c i p a t e d , or than were hoped, 

or — f o r whatever reason t h a t t h e r e i s q u e s t i o n i n g of the 

w e l l c o s t s as b e i n g u n r e a s o n a b l e , yes, s i r . 

I n my e x p e r i e n c e most o p e r a t o r s don't have a 

v e r y d i f f i c u l t t i m e making up t h e i r mind. For whatever 

reason most people can a s s i m i l a t e whatever f a c t s t h e r e are 

a v a i l a b l e — and the d i r e c t o r can a p p r e c i a t e t h i s , s i n c e he 

was a t one time an imminent c o n s u l t i n g g e o l o g i s t i n New 

Mexico. They're able t o assess those r i s k f a c t o r s i n t h e i r 

mind and decide whether th e y w i s h t o v o l u n t a r i l y assume 

them or n o t . 

Q. A g a i n , i n the i n t e r e s t of t i m e , l e t ' s take as a 

group E x h i b i t s 12 t h r o u g h 15. And g e n e r a l l y what do they 

pe r t a i n to? 

A. They p e r t a i n t o c o n t i n u i n g a t t e m p t s t o — 12, 

13 -- 13 and 13 p e r t a i n t o c o n t i n u i n g a t t e m p t s t o achieve a 

v o l u n t a r y r e s o l u t i o n of Mr. Olsen's -- whether he i s going 

t o p a r t i c i p a t e , s e l l , f a rmout or what. 
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Q. Does E x h i b i t 13, Mr. Hartman's l e t t e r o f Hoover 

October 4, 1985, i l l u s t r a t e t h a t the Hartman o r g a n i z a t i o n 

b e l i e v e s so f i r m l y t h a t an agreement had been reached t h a t 

Mr. Hartman was t h r e a t e n i n g l e g a l a c t i o n ? 

A. Yes, s i r . The l a s t p a r a g r a p h . 

Q. And does E x h i b i t 15 -- a c t u a l l y E x h i b i t s 14 and 

15 r e p r e s e n t t he d o c u m e n t a t i o n , i n c l u d i n g n o t i c e t o 

Mr. Olsen g i v e n by Mr. Carr on the second f o r c e d p o o l i n g ? 

A. 8769, yes, s i r , t h a t ' s c o r r e c t . 

Q. And then E x h i b i t 16, were you r e p o r t i n g t o the 

commission a t t h a t h e a r i n g -- and I t h i n k t h a t w i l l appear 

a t page 26 and 27 of the t r a n s c r i p t -- t h a t the Hartman 

o r g a n i z a t i o n b e l i e v e d t h a t i t was o n l y a m a t t e r of the 

agreement b e i n g o b t a i n e d i n the m a i l by Mr. Olsen f o r a 

s i g n a t u r e i n o r d e r t o 

A. Thi s i s — 

Q. -- wrap-up the deal? 

A. Pardon me. Pardon my i n t e r r u p t i n g you. 

Q. Sure. 

A. On 26, t h i s i s Miss S u t t o n ' s t e s t i m o n y , n ot 

mine, because as I p r e v i o u s l y i n d i c a t e d she was a w i t n e s s 

and i t was n o t necessary f o r me t o t e s t i f y as t o i t s i n c e 

she was a v a i l a b l e f o r 8769. And she had a c t u a l l y done the 

n e g o t i a t i n g and a c t u a l l y w r i t t e n the l e t t e r s , and so she i s 

the one t h a t d i d the t e s t i f y i n g . 
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Q. Let me ask you t h i s , Mr. Aycock. At the p e r i o d 

of t i me t h a t we're t a l k i n g about, r u n n i n g b a s i c a l l y I would 

say from the s p r i n g of 1985 u n t i l the f a l l of 1985, d i d you 

or d i d i t come t o your a t t e n t i o n t h a t anyone i n the Hartman 

o r g a n i z a t i o n had any i n k l i n g of the f a c t t h a t Mr. Olsen and 

Mr. F o r a k e r , who was r e p r e s e n t i n g him, seemed t o have some 

m i s u n d e r s t a n d i n g or d i f f e r e n t p e r c e p t i o n of what t h i s 

n e g o t i a t i o n agreement was about? 

A. I can o n l y t e l l you t h a t i n numerous 

c o n v e r s a t i o n s t h a t I had w i t h Ms. S u t t o n or Miss S u t t o n and 

Mr. Hartman j o i n t l y , t h e r e was never any doubt i n her mind 

t h a t t o whomever she was s p e a k i n g , whether i t was e i t h e r of 

Mr. Olsen's s e c r e t a r i e s or Mr. Fo r a k e r , t h a t everybody 

u n d e r s t o o d what t h e y were a t t e m p t i n g t o do, which was t o 

e i t h e r f a r m - i n or purchase Mr. Olsen's i n t e r e s t i n the two 

40-acre t r a c t s t h a t were i n v o l v e d i n the C a r l s o n F e d e r a l 4 

and C a r l s o n F e d e r a l 5. 

Q. Let me c a l l your a t t e n t i o n t o E x h i b i t 10 f o r a 

moment. Did you have a chance t o lo o k t h a t over? 

A. Yes, s i r . 

Q. G e n e r a l l y i t ' s sending the assignment f o r the 80 

a c r e s , t a l k i n g about exchanging the c a s h i e r ' s check i n the 

amount of $50,000. Do you have some knowledge of the 

c i r c u m s t a n c e s where Ms. S u t t o n was c a l l e d upon t o meet w i t h 

Mr. Foraker and p r e s e n t the check? 
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A. To the be s t of my r e c o l l e c t i o n she a c t u a l l y went 

t o the bank and got the check i n p r e p a r a t i o n f o r the 

mee t i n g . 

Q. Then what happened, do you know? 

A. Then -- I don't remember the exac t 

c i r c u m s t a n c e s . I t h i n k a t t h a t time she was w o r k i n g under 

the d e l u s i o n Mr. Foraker was an a t t o r n e y . To the best of 

my r e c o l l e c t i o n he had not i d e n t i f i e d what h i s o c c u p a t i o n a l 

s p e c i a l i t y was. He s i m p l y i d e n t i f i e d h i m s e l f as 

Mr. Olsen's r e p r e s e n t a t i v e . She assumed, based upon the 

f a c t we were t a l k i n g -- she was d i s c u s s i n g w i t h him a l e g a l 

t r a n s a c t i o n , t h a t he was an a t t o r n e y . And I remember her 

s p e c i f i c a l l y t e l l i n g me she was s u r p r i s e d t o f i n d out t h a t 

he was not an a t t o r n e y . 

And t h i s l e t t e r i s the do c u m e n t a t i o n o f the f a c t 

t h a t she i s sending f o r w a r d the p a r t i a l assignment of b i l l 

o f s a l e . She g i v e s i n s t r u c t i o n s as t o how Mr. Howard Olsen 

s h o u l d s i g n , so whether he i s a s i n g l e man or a m a r r i e d 

man. And then she says s p e c i f i c a l l y , " A f t e r you had a 

chance t o lo o k these o v e r , we w i l l d i s c u s s the methods of 

exchanging our c a s h i e r ' s check i n the amount o f $50,000 f o r 

the executed assignment." 

Mr. G a l l e g o s , i f I can impose on the commission, 

i n my 31 -- almost 31 years of e x p e r i e n c e i n the b u s i n e s s , 

t h a t i s -- i t i s most unusual t o consummate m a t t e r s of t h i s 
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k i n d except t h r o u g h d r a f t s . I t i s not the u s u a l t h i n g . 

I'm n ot s a y i n g t h e r e i s a n y t h i n g wrong w i t h i t , hut most 

people are s a t i s f i e d t o have a d r a f t payable t h a t the 

a s s i g n o r e x e c u t e s , takes w i t h the d r a f t t o h i s bank, and 

pu t s i n the c o l l e c t i o n d epartment. And when h i s bank 

n o t i f i e s the assignee's bank t h a t t h e y have r e c e i v e d the 

document, and i t ' s p r o p e r l y e x e c u t e d , the d r a f t i s p a i d . 

At t h a t p o i n t t he document i s r e l e a s e d and i t goes t o the 

as s i g n e e . That's the normal way these t h i n g s are handled. 

Q. Let me j u s t ask t h i s . u n t i l Mr. Olsen's 

d e p o s i t i o n was g i v e n i n t h i s p r o c e e d i n g i n 1989, d i d 

anybody i n the Hartman o r g a n i z a t i o n know t h a t Mr. Foraker 

was making a d e a l f o r 80 acres f o r $50,000 but back i n 

Phoenix, or wherever, Mr. Olsen t h o u g h t i t was $50,000 f o r 

40 acres? 

A. Since no one was p r i v y t o the c o n v e r s a t i o n s or 

the u n d e r s t a n d i n g s between Mr. Foraker and Mr. Olsen no one 

had any i n k l i n g t h a t we were t a l k i n g -- t h e r e had never 

been any d i s c u s s i o n , t o my knowledge, of a n y t h i n g b ut both 

40-acre t r a c t s s i n c e the b e g i n n i n g . There never had been a 

d e s i r e t o purchase j u s t one, because Mr. Hartman was 

s a t i s f i e d when he a c q u i r e d the acreage from Sun t h a t two 

w e l l s would be necessary. 

Q. But n o t w i t h s t a n d i n g whether the Hartman o f f i c e 

t h o u g h t a d e a l was go i n g t o be made, d i d i t proceed through 
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the normal channels t o f o r c e p o o l Mr. Olsen's i n t e r e s t f o r 

b o t h purposes o f d r i l l i n g the C a r l s o n 4 and the Car l s o n 5 

as a s a f e t y or t o be sure k i n d o f process? 

A. Yes, s i r . 

Q. And l e t me ask you t o t u r n your a t t e n t i o n now t o 

E x h i b i t 18. What i s t h a t . 

A. That's the or d e r of the d i v i s i o n i n Case 8769, 

which was the C a r l s o n F e d e r a l 5. 

Q. J u s t t o ask the o b v i o u s , do paragraphs 4 and 5 

on page 4, t h a t i s the d e c r e t a l p o r t i o n of t h a t o r d e r , have 

j u s t the same k i n d o f language t h a t we p r e v i o u s l y 

s p o t l i g h t e d f o r the commission; t h a t i s 30 days f o r the AFE 

t o make up your mind f o r p a r t i c i p a t i o n and then t h i s 90-day 

p e r i o d i f you want t o c h a l l e n g e the reasonableness of the 

wel 1 c o s t s ? 

A. They appear t o be i d e n t i c a l on j u s t a c u r s o r y 

r e a d i n g , yes, s i r . 

Q. F i n a l l y , what i s E x h i b i t 19? Mr. Olsen 

i d e n t i f i e d i t , I b e l i e v e , h i m s e l f , b ut would you j u s t p o i n t 

t h a t one out t o the commission. 

A. T h i s i s a l e t t e r from Ruth S u t t o n t o Mr. Olsen, 

d a t e d January 6, 1986, and she's b a s i c a l l y s a y i n g we 

t h o u g h t we had a d e a l . L e t ' s go ahead and c l o s e i t up. 

Q. However would you p o i n t out t o the commission 

where t h a t shows t h a t Mr. Olsen r e f u s e d t o accept h i s m a i l 
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from Doyle Hartman? 

A. Yes, s i r . 

Q. Where i s t h a t shown? 

A. I f we go over near the end, I b e l i e v e i t ' s the 

next t o the l a s t page. I t ' s j u s t b e f o r e the d i v i d e r t h a t ' s 

l a b e l e d E x h i b i t 20. And t h e r e i s a xerox copy of the 

envelope i n which t h i s was m a i l e d c e r t i f i e d t o Mr. Olsen. 

And over on the l e f t you w i l l see a l l the c e r t i f i c a t i o n and 

here i n the m i d - r i g h t - h a n d s i d e i t says "unclaimed." There 

i s a — po s t o f f i c e says "unclaimed." 

Q. I ' d j u s t ask t h a t you d i r e c t your a t t e n t i o n t o 

one more e x h i b i t , and t h a t i s E x h i b i t 29. What i s t h a t , 

s i r ? 

A. E x h i b i t 29 i s a U n i t e d S t a t e s Department of the 

I n t e r i o r , Bureau of Land Management t r a n s f e r of o p e r a t i n g 

r i g h t s and a le a s e of o i l and gas. 

Q. Does t h a t p e r t a i n t o the C a r l s o n F e d e r a l leases? 

A. Yes. I t p e r t a i n s t o b o t h of them. 

Q. On February 15, 1989, d i d Mr. Hartman c l o s e the 

t r a n s a c t i o n w i t h M e r i d i a n O i l whereby he t r a n s f e r r e d t o 

M e r i d i a n b o t h h i s i n t e r e s t i n t h a t l e a s e i n those w e l l s and 

h i s o p e r a t i n g r i g h t s ? 

A. Yes, s i r , he d i d . 

Q. Since t h a t t i me Mr. Hartman has not been the 

o p e r a t o r and i n t e r e s t owner? 
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A. No, s i r , M e r i d i a n O i l , I n c . , has been the 

o p e r a t o r s i n c e t h a t t i m e . 

MR. GALLEGOS: Mr. Chairman, we would o f f e r E x h i b i t s 

7 t h r o u g h 19, and E x h i b i t 29. Pass the w i t n e s s . 

COMMISSIONER LEMAY: W i t h o u t o b j e c t i o n those e x h i b i t s 

w i l l be e n t e r e d i n the r e c o r d . 

(Hartman E x h i b i t s 7 t h r o u g h 19 and 

E x h i b i t 29 were a d m i t t e d i n 

evi d e n c e . ) 

COMMISSIONER LEMAY: Mr. E z z e l l ? 

CROSS-EXAMINATION 

BY MR. EZZELL: 

Q. You t e s t i f i e d , Mr. Aycock, a t the f o r c e d p o o l i n g 

h e a r i n g f o r the Number 4 w e l l , and Miss S u t t o n t e s t i f i e d a t 

the h e a r i n g f o r the 5? 

A. I t e s t i f i e d i n b o t h cases, but i n 8769 she 

t e s t i f i e d on her own as t o the a t t e m p t s t o achieve 

v o l u n t a r y -- some s o r t o f v o l u n t a r y r e s o l u t i o n w i t h 

Mr. Olsen. While I t e s t i f i e d i n 8668 because she was not 

a v a i l a b l e t o be a w i t n e s s i n 8668. 

Q. You have t e s t i f i e d here t h a t Miss S u t t o n was 

con v i n c e d t h a t she had a d e a l t h r o u g h Mr. Foraker f o r the 

sale? 

A. I heard her say so on numerous occa s i o n s d u r i n g 

t h i s p e r i o d of t i m e , yes, s i r . 
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Q. That was f o r the s a l e of the two 40-acre --

A. Yes, s i r . 

Q. -- p a r c e l s of the lease? 

And so the t e s t i m o n y a t the f i r s t f o r c e d p o o l i n g 

h e a r i n g , 8668, on page 19 where you t e s t i f i e d and on page 

28 where Mr. S t r a n d t e s t i f i e d t h a t the d e a l was done by 

v i r t u e of an imminent f a r m o u t , t h a t , i n f a c t , was not i n 

agreement w i t h Miss S u t t o n ' s t h i n k i n g t h a t she had a dea l 

f o r a sale? 

A. She d i d n ' t t h i n k t h a t she had an agreement f o r 

sa l e u n t i l Mr. Foraker c o n t a c t e d h er. That was near the 

end of August. O r i g i n a l l y he wanted t o farm o u t , or t h a t 

was what Miss S u t t o n was under i m p r e s s i o n . 

Q. Ri g h t . 

A. She c a l l e d us the day of the h e a r i n g . Mr. Carr 

and I went out i n the h a l l over a t the l a n d b u i l d i n g and 

c a l l e d her t o see what the s t a t u s was so we c o u l d 

t r u t h f u l l y and f u l l y p r o v i d e the commission w i t h the best 

i n f o r m a t i o n we had a v a i l a b l e . And she t o l d me over the 

phone t h a t she t h o u g h t a farmout was f o r t h c o m i n g , and t h a t 

i s why we so t e s t i f i e d . Then on the 2 9 t h , i f you w i l l 

r e f e r back t o the e x h i b i t where her notes a r e , you w i l l 

n o t i c e on August 29th when Mr. Foraker c a l l e d her and i t 

was a t t h a t p o i n t t h a t a s a l e of the i n t e r e s t began t o be 

d i s c u s s e d . 
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Q. That was the farmout agreement t h a t was 

d i s c u s s e d i n the l e t t e r a day or two b e f o r e the h e a r i n g ? 

A. I t was 70 p e r c e n t n et revenue i n t e r e s t and a 

hundred p e r c e n t w o r k i n g i n t e r e s t , and Mr. Olsen would 

absorb the o n e - e i g h t h r o y a l t y o ut of h i s 30 p e r c e n t t o t a l 

p r o p o r t i o n a t e l y reduced, yes, s i r . 

Q. There was some response from Mr. Olsen's o f f i c e 

but t h a t was a l e t t e r t h a t Mr. Olsen t e s t i f i e d t h r o u g h 

Mr. Carr t h a t he d i d n ' t g et u n t i l some weeks l a t e r because 

he was not i n Phoenix a t the time? 

A. I b e l i e v e t h a t ' s -- i n our book the l e t t e r 

you're t a l k i n g about i s p r o b a b l y — no, t h i s i s the 

purchase, I'm s o r r y . T h i s i s the one from Donna M a r i n e r . 

Q. You a l s o t e s t i f i e d t h a t nobody i n the Hartman 

o r g a n i z a t i o n u n t i l Mr. Olsen's d e p o s i t i o n had any idea of 

the m i s u n d e r s t a n d i n g --

A. No, s i r . 

Q. -- a p p a r e n t l y t h a t Mr. Carr t e s t i f i e d f o r 

Mr. Olsen? Even i n Mr. Olsen's d e p o s i t i o n t h a t he s a i d the 

de a l f o r the s a l e f e l l a p a r t because he was t h i n k i n g he was 

r e c e i v i n g an o f f e r of 50,000? 

A. I t ' s p e r f e c t l y u n d e r s t a n d a b l e how he c o u l d when 

Miss S u t t o n was t a l k i n g t o Mr. Foraker i n terms o f two 

40-acre t r a c t s , and he was t a l k i n g i n terms -- t o Mr. Olsen 

i n terms of one. I can c e r t a i n l y u n d e r s t a n d how t h a t c o u l d 
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happen. 

Q. I n your E x h i b i t 12, which i s an October 1, '85, 

l e t t e r from Miss S u t t o n t o Mr. Olsen, she says, " I was 

s u r p r i s e d and amazed t o l e a r n t h a t you had not agreed t o 

execute the assignment because i t i n c l u d e d a l l of the 

acreage a s s o c i a t e d w i t h the l e a s e . " 

Going back, you were wrong when you s a i d nobody 

i n the o r g a n i z a t i o n u n t i l Mr. Olsen's d e p o s i t i o n i n 1989 

knew a n y t h i n g — 

A. I wasn't aware -- I hadn't read t h i s l e t t e r i n a 

w h i l e . I wasn't aware t h a t she l e a r n e d t h a t he would n o t . 

I was n o t aware of t h a t . 

Q. Does i t not say t h a t ? 

A. Pardon me. 

Q. Does i t not say t h a t ? 

A. I t does say t h a t . 

Q. So i n October you knew -- i n October she knew 

the d e a l f o r the s a l e was dead? 

A. W e l l , she knew t h a t he -- yes, she knew -- I 

don't know whether she knew t h a t i t was dead but she 

knew — 

Q . I t wa s s i c k . 

A. — i t had not y e t been executed -- had not y e t 

been consummated. 

Q. So then the next correspondence was the l e t t e r 
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t h r e a t e n i n g t o t u r n i t over t o Mr. S t r a n d , and then the 

next t e s t i m o n y on i t was the November h e a r i n g when t h e r e 

had been no response from Mr. Olsen when Miss S u t t o n 

t e s t i f i e d t h e n t h a t she expected an agreement i n the m a i l 

a t any time? 

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

Q. You i n d i c a t e d t h a t a l l OCD f o r c e d p o o l i n g o r d e r s 

are p r e t t y s t a n d a r d , and you read — 

A. I r e s p e c t f u l l y d i s a g r e e w i t h you. I don't t h i n k 

I s a i d t h e y were a l l s t a n d a r d . I s a i d t o the be s t of my 

r e c o l l e c t i o n and e x p e r i e n c e , language of t h i s t y pe i s — 

every f o r c e d p o o l i n g o r d e r t h a t I have ever seen has had 

language i f n ot a b s o l u t e l y i d e n t i c a l w i t h t h i s 

s u b s t a n t i a l l y i d e n t i c a l w i t h i t . 

Q. We are i n agreement on t h a t , yes, s i r . 

Mr. G a l l e g o s had you read paragraph 4 from the 

o r d e r , I b e l i e v e on Order R-8031, which i s your e x h i b i t 

b e h i n d your d i v i d e r No. 11, on the f o u r t h page? 

A. Yes, s i r . 

Q. You d i s c u s s e d e x t e n s i v e l y paragraphs 4 and 5? 

A. Yes, s i r . 

Q. Qu o t i n g paragraph 4, " W i t h i n 30 days from the 

date the schedule of e s t i m a t e d of w e l l c o s t s i s f u r n i s h e d , " 

t h a t i s what t r i g g e r s the o p p o r t u n i t y t o p a r t i c i p a t e ; 

c o r r e c t ? 
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A. Yes, s i r . 

Q. What governs the date t h a t the schedule i s s e n t , 

the schedule of e s t i m a t e d w e l l c o s t s ? Paragraph 4 says 

w i t h i n 30 days from the date i t ' s r e c e i v e d . When does i t 

have t o be r e c e i v e d ? 

A. W e l l , I w i l l have t o re v i e w the o r d e r t o see. 

Q. I w i l l j u s t do what Mr. Ga l l e g o s d i d . Turn back 

one page and read i n t o the r e c o r d paragraph 3. 

A. Paragraph 3 says, " A f t e r the e f f e c t i v e date 

of t h i s o r d e r and w i t h i n 90 days p r i o r t o the 

commencing of s a i d w e l l , 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 w o r k i n g 

i n t e r e s t owner i n the s u b j e c t u n i t an i t e m i z e d 

schedule o f e s t i m a t e d w e l l c o s t s . " 

Q. So the or d e r c l e a r l y says t h a t a f t e r the 

e f f e c t i v e date o f the o r d e r , you've got t o send an 

e s t i m a t e d schedule of w e l l c o s t s ? 

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

Q. That was not done i n t h i s case? 

A. He a l r e a d y had i t on J u l y the 10, 1985. 

Q. But t h a t was not a f t e r the e f f e c t i v e date of the 

or d e r ? 

A. No, but i t was the same AFE and he — 

Q. E x a c t l y . 

A. -- he a d m i t t e d t h a t i t was the AFE and he had 
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seen i t . 

Q. They were always the same AFEs. And, i n f a c t , 

i t was not sent w i t h i n 90 days p r i o r t o commencing the w e l l 

a f t e r the e f f e c t i v e date of the o r d e r because t h a t time 

never e x i s t e d ? 

A. Mr. Hartman commenced the w e l l — 

Q. P r i o r t o — 

A. -- p r i o r t o the o r d e r b e i n g rendered on the 

Ca r l s o n F e d e r a l 4, and a f t e r o r d e r had been rendered but 

b e f o r e i t had been p u b l i s h e d on the C a r l s o n F e d e r a l 5, t o 

the b e s t of my r e c o l l e c t i o n . 

Q. And i n your e x p e r i e n c e , an o p e r a t o r who spuds a 

w e l l b e f o r e he knows whether he's got a f o r c e d p o o l i n g 

o r d e r or n o t , g e n e r a l l y does so a t h i s own r i s k , does he 

not? 

A. I n an unopposed f o r c e d p o o l i n g h e a r i n g where 

s u b s t a n t i a l evidence has been r e n d e r e d , the bus i n e s s r i s k 

t h a t ' s i n v o l v e d would n o r m a l l y be c o n s i d e r e d t o be m i n i m a l . 

Q. So i t i s c l e a r t h a t i n n e i t h e r case the s t r i c t 

p r o v i s i o n s o f paragraphs 3 and 4 of bo t h o r d e r s , t h e y were 

not f o i l owed? 

A. No, the y were n o t . There was ongoing — ongoing 

n e g o t i a t i o n s t o a c q u i r e i t or farm i t i n , one of the two. 

Whatever Mr. Olsen wanted, t h e y were d e s p e r a t e l y t r y i n g t o 

accommodate whatever he wanted. 
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Q. And you d i s c u s s e d the f a c t t h a t t h e r e was some 

c o n f u s i o n as t o whether t h e r e was ever a j o i n t o p e r a t i n g 

agreement on the p r o p e r t y ? 

A. Mr. S t r a n d so t e s t i f i e d i n b o t h cases t o the 

bes t of my r e c o l l e c t i o n . 

Q. And everybody was l o o k i n g f o r one e a r l y on 

because everybody was f i g h t i n g about what the overhead 

r a t e s were g o i n g t o be? 

A. That i s — t o the be s t of my r e c o l l e c t i o n , the 

search f o r the j o i n t o p e r a t i n g agreement was engendered by 

the f a c t t h a t Mr. Olsen d i s a g r e e d w i t h the overhead — the 

overhead charges --

Q. On the e x i s t i n g w e l l s ? 

A. — t h a t Mr. Hartman rendered on h i s j o i n t 

i n t e r e s t b i l l i n g s t o Mr. Olsen a f t e r Mr. Hartman assumed 

ownership of the Sun i n t e r e s t and became the o p e r a t o r of 

these l e a s e s . 

Q. And so --

A. So th e y began t o l o o k f o r a j o i n t o p e r a t i n g 

agreement, and Sun s a i d t h e y had one. And the o n l y t h i n g 

t h a t t h e y c o u l d f i n d t h e y sent t o Bob S t r a n d , who examined 

i t and s a i d t h a t i n h i s o p i n i o n as an a t t o r n e y , t o best of 

my r e c o l l e c t i o n , i t i n v o l v e d a d r i l l i n g c o n t r a c t and had 

n o t h i n g t o do w i t h o p e r a t i o n s and d i d not a p p l y t o e i t h e r 

of these l e a s e s . 
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Q. So i t ' s c l e a r from b o t h p a r t i e s i n the s i t u a t i o n 

t h a t t h e r e was n o t a j o i n t o p e r a t i n g agreement g o v e r n i n g 

the r e l a t i o n s h i p between Mr. Hartman and Mr. Olsen on the 

i n i t i a l two w e l l s or the subsequent two w e l l s ? 

A. That's t o the be s t o f my r e c o l l e c t i o n , yes, s i r . 

MR. EZZELL: Thank you, s i r . I have n o t h i n g more. 

COMMISSIONER LEMAY: A d d i t i o n a l q u e s t i o n s ? 

MR. GALLEGOS: We have n o t h i n g a d d i t i o n a l . 

COMMISSIONER LEMAY: I w i l l ask my f e l l o w 

commi s s i one r s. 

EXAMINATION 

BY COMMISSIONER CARLSON: 

Q. The AFE f o r the Number 4 was d e l i v e r e d J u l y 10; 

r i g h t ? 

A. Yes, s i r , w i t h the l e t t e r t h a t went t o — 

Q. When was the AFE f o r the Number 5 d e l i v e r e d ? 

A. Let me see i f I can f i n d out f o r you w i t h o u t 

mak i n g a b i g . 

MR. EZZELL: I t was your l e t t e r i n November or 

October. I s t h e r e an E x h i b i t 15, November 1 1, '85, l e t t e r 

from Mr. Carr? May not be an AFE. That's j u s t a d o c k e t . 

THE WITNESS: That's c o r r e c t . 

MR. EZZELL: That may be the one we d i d not f i n d . You 

might c o n s u l t w i t h the c h r o n o l o g i c a l f a c t s s t i p u l a t i o n . 

COMMISSIONER CARLSON: I t ' s n o t on t h a t . 
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MR. EZZELL: I t ' s my r e c o l l e c t i o n t h a t we d i d not n a i l 

down the l e t t e r where i t was a c t u a l l y s e n t . We have no 

qualms t h a t Mr. Olsen d i d r e c e i v e --

A. I can' t t e l l you when he got i t . I know he got 

i t on -- i t was the same AFE t h a t he got on J u l y 10, and t o 

the b e s t of my r e c o l l e c t i o n i n r e a d i n g h i s e n t i r e 

d e p o s i t i o n he u n d e r s t o o d t h a t those were the p r o j e c t e d 

c o s t s f o r b o t h w e l l s ; t h a t t h e y were no d i f f e r e n t . And I 

so t e s t i f i e d i n b o t h 8668 and 8769 t h a t those c o s t s were 

based on Mr. Hartman's c o n s i d e r a b l e e x p e r i e n c e , the most 

a c t i v e o p e r a t o r i n the Jalmat-Eumont t r e n d a t t h a t t i m e . 

But I can ' t answer your q u e s t i o n as t o when he 

r e c e i v e d a f u r t h e r AFE. The n e g o t i a t i o n s s w i t c h e d from 

p a r t i c i p a t i o n t o e i t h e r f a r m - i n or a c q u i s i t i o n , and from 

t h a t p o i n t f o r w a r d , q u i t e f r a n k l y , I t h i n k nobody ever 

dreamed t h a t the f o r c e d p o o l i n g was ever g o i n g t o have t o 

go i n t o e f f e c t u n t i l i t d i d have t o go i n t o e f f e c t . 

Q. (By Commissioner C a r l s o n ) But everybody agrees 

i t was b e f o r e the h e a r i n g on the Number 5 f o r c e d p o o l i n g . 

MR. EZZELL: I f he got one a t a l l , i t was b e f o r e the 

h e a r i n g on the Number 5. 

THE WITNESS: Yes, s i r . 

MR. EZZELL: We know t h a t he got n o t i c e of the 

h e a r i n g , and we know t h a t he d i d not get an AFE a f t e r the 

e n t r y o f the o r d e r . 
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COMMISSIONER LEMAY: Commissioner Weiss. 

COMMISSIONER WEISS: I had the same q u e s t i o n . 

COMMISSIONER LEMAY: A n y t h i n g e l s e ? 

COMMISSIONER WEISS: No. 

COMMISSIONER LEMAY: I have a q u e s t i o n , Mr. Aycock. 

EXAMINATION 

BY COMMISSIONER LEMAY: 

Q. Wi t h your e x p e r i e n c e on o p e r a t i n g expenses i n 

the d e v e l o p i n g of gas r e s e r v e s i n the Jalmat-Eumont area, 

what's been a common f a i r average p r i c e f o r d r i l l i n g r a t e s 

i n the a d m i n i s t r a t i v e overhead f o r a w e l l l i k e t h a t ? 

A. I t e s t i f i e d i n b o t h 8668 and 8769 t h a t the $5500 

t h a t we asked f o r was w i t h i n my e x p e r i e n c e a reasonable and 

r e p r e s e n t a t i v e number. 

Q. So t h a t ' s p r e t t y t y p i c a l f o r the ar e a , do you 

t h i n k ? 

A. Yes, s i r , I do. I t h i n k anybody t h a t ' s --

u n l e s s t h e y ' r e hung w i t h an o u t - o f - d a t e o p e r a t i n g agreement 

t h a t dates t o p r e v i o u s t i m e , because, as you know, s i n c e 

you were a p r a c t i c i n g g e o l o g i s t , we had a l l t h i s i n f l a t i o n 

g o i n g on i n the '70s. Unless you had an o p e r a t i n g 

agreement t h a t p r e - d a t e d t h a t , t h a t hung you w i t h low 

c o s t s , your a c t u a l c o s t s on d o i n g e v e r y t h i n g , i n c l u d i n g 

d r i l l i n g , c o m p l e t i o n , what have you, went up s p e c t a c u l a r l y 

d u r i n g the whole decade of the '70s. And these w e l l s t h a t 
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wound up c o s t i n g n e a r l y $400,000, 10 years e a r l i e r p r o b a b l y 

would have been $200,000 w e l l s j u s t f o r t h a t reason. 

Q. E v i d e n t l y the Sun form or whatever, the 

o p e r a t i n g agreement t h a t Sun had w i t h t h e i r o p e r a t o r s was 

not — t h e y c o u l d n ' t f i n d — 

A. There was no — a c c o r d i n g t o Mr. Strand's 

t e s t i m o n y i n bo t h 8668 and 8769, the o n l y document t h a t was 

f u r n i s h e d t o him -- I b e l i e v e he s t a t e d , number one, t h a t 

i t was n o t an o p e r a t i n g agreement; and, two, t h a t i t d i d 

n o t a p p l y t o the lands i n q u e s t i o n . I t had t o do w i t h 

d r i l l i n g of w e l l s . 

Q. Do you happen t o — 

A. I t was a d r i l l i n g c o n t r a c t . 

Q. Was t h e r e any t a l k or any agreement as t o t h a t 

o p e r a t i n g agreement h a v i n g a nonconsent p r o v i s i o n f o r 

p a r t i e s n o t p a r t i c i p a t i n g i n f u t u r e development? 

A. May I r e f e r t o the t r a n s c r i p t s ? I f you would 

l i k e f o r me t o , a l l o w me t o read Mr. Strand's responses i n 

or r e f e r them t o you f o r your e x a m i n a t i o n , whichever you 

would p r e f e r , r a t h e r than me t r y i n g t o quote him. I can 

o n l y g i v e you my r e c o l l e c t i o n , and t h a t might n ot be 

s p e c i f i c a l l y a c c u r a t e . I f you would l i k e f o r me t o , I w i l l 

be g l a d t o get the t r a n s c r i p t s f o r b o t h and read i n t o the 

r e c o r d Mr. Strand's responses i n t h a t r e g a r d ; or i f n o t , i f 

you would p r e f e r t o l o o k i t up on your own, whichever w i l l 
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accommodate you the most. 

Q. I can — what I'm t r y i n g t o get at i s , n o r m a l l y 

i f you're p a r t n e r s i n a w e l l or the development of a t r a c k 

of l a n d , one p a r t y proposes a w e l l , the o t h e r p a r t y does 

not want t o go a l o n g , you're s u b j e c t t o the nonconsent 

p r o v i s i o n o f the o p e r a t i n g agreement not t o a f o r c e d 

p o o l i n g o r d e r . 

A. Yes, s i r , t h a t ' s c o r r e c t . Since t h e r e was no 

o p e r a t i n g agreement here, or Mr. S t r a n d so a d v i s e d 

Mr. Hartman, he had t o proceed t h r o u g h f o r c e d p o o l i n g 

because he had no o t h e r a l t e r n a t i v e . I f Mr. — he o f f e r e d 

him the o p t i o n t o j o i n . And i f he would not j o i n 

v o l u n t a r i l y , t h e r e was no document t h a t governed t h e i r 

r e l a t i o n s h i p i n t h a t c o n n e c t i o n . So a f t e r a l o t of 

e x p e r i e n c e i n Lea County, he de c i d e d t h a t the best t h i n g 

f o r him t o do i s t o seek f o r c e d p o o l i n g p r o t e c t i o n , and 

t h a t was upon a d v i c e of c o u n s e l , Mr. Robert S t r a n d . 

Q. Was t h e r e an acknowledged o p e r a t i n g agreement 

t h a t e x i s t e d t h a t t h e y c o u l d n ot f i n d , or was t h e r e j u s t a 

consensus t h a t maybe the y never had an agreement back --

t h e r e were some cases where th e y never signed agreements, 

the y j u s t went ahead and d r i l l e d w e l l s . 

A. Once a g a i n , t o the best of my r e c o l l e c t i o n , 

Mr. S t r a n d s a i d t h a t t h e r e had been the a s s e r t i o n t h a t 

t h e r e was one, b u t t h a t Sun c o u l d o n l y f u r n i s h him one 
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document, and t h a t document r e f e r r e d n ot t o the o p e r a t i o n 

but t o the d r i l l i n g of w e l l s , and f u r t h e r than t h a t i t d i d 

n o t , i n h i s o p i n i o n , a p p l y t o these l a n d s . 

COMMISSIONER LEMAY: Thank, Mr. Aycock. 

MR. EZZELL: Mr. Chairman, I can s u p p l y you w i t h a 

copy of t h a t i n s t r u m e n t , i f you would l i k e i t . 

COMMISSIONER LEMAY: The Sun o p e r a t i n g agreement? 

MR. EZZELL: The -- i t was a 1936 d r i l l i n g c o n t r a c t . 

MR. GALLEGOS: At page 30 of E x h i b i t 16, t r a n s c r i p t of 

t h a t h e a r i n g , Mr. St r a n d says -- he's r e f e r r i n g t o t h i s 

d r i l l i n g agreement. 

MR. EZZELL: November 2, I t h i n k , or November 5. 

MR. GALLEGOS: " I reviewed t h i s agreement and i t does 

not appear t o me t o cover the la n d s i n v o l v e d or the 

i n t e r v a l s , and as be s t we can de t e r m i n e a t t h i s p o i n t i n 

t i m e , t h e r e i s no f o r m a l o p e r a t i n g agreement of any type 

c o v e r i n g these l a n d s . " 

And then the q u e s t i o n was, "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. Olsen, i s t o come se e k i n g a p o o l i n g o r d e r ? " 

Mr. S t r a n d s a i d , "Yes." 

COMMISSIONER LEMAY: So I guess j u s t pay on the b a s i s 

of what t h e y ' r e i n v o i c e d w i t h o u t an agreement t o cover 

o p e r a t i o n s p r i o r t o Mr. Hartman t a k i n g over o p e r a t i o n s . 

MR. EZZELL: That and the f a c t --
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COMMISSIONER LEMAY: That would be an assumption. I 

mean w i t h o u t an o p e r a t i n g agreement, you would j u s t pay o f f 

the i n v o i ce. 

MR. EZZELL: There was a l r e a d y one w e l l on each 40 as 

w e l l , and the p a r t i e s l i k e l y d i d not a n t i c i p a t e more 

d r i l l i n g . 

COMMISSIONER LEMAY: I u n d e r s t a n d t h a t . I j u s t 

wondered what governed the o p e r a t i o n s up t o t h a t p o i n t . 

Gentleman's agreement I would assume. 

MR. EZZELL: P e r i o d i c a l l y i f Sun wanted t o charge 12 

bucks f o r employee b e n e f i t s , t h e y would send a l e t t e r t o 

Mr. Olsen. He s a i d s u r e , t h a t ' s okay w i t h me, and send i t 

back. But t h e r e was no o p e r a t i n g agreement as we know i t , 

and t h e r e was no subsequent w e l l p r o v i s i o n as anybody knows 

i t . 

COMMISSIONER LEMAY: No agreement t o the d r i l l i n g 

t ime or — 

M R. EZZELL: There was agreement b u t i t was $25 a 

month overhead. T h i s i s c l e a r l y o u t d a t e d , and the p a r t i e s 

never e n t e r e d i n t o a new one u n t i l Mr. Hartman o f f e r e d one 

i n 1987, an A.A.P.L. form 610, which was not executed. 

COMMISSIONER LEMAY: That's a l l I need. Thank you. 

A d d i t i o n a l q u e s t i o n s 

MR. GALLEGOS: We have n o t h i n g f u r t h e r . 

COMMISSIONER LEMAY: Thank you, Mr. Aycock. 
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MR. GALLEGOS: C a l l James A. Davidson. 

JAMES A. DAVIDSON, 

the Witness h e r e i n , h a v i n g been f i r s t d u l y sworn, was 

examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. GALLEGOS: 

Q. S t a t e your name, p l e a s e . 

A. James A. Davidson. 

Q. Where do you l i v e , Mr. Davidson? 

A. M i d l a n d , Texas. 

Q. What i s your o c c u p a t i o n ? 

A. Independent landman. 

Q. How l o n g have you been an independent landman? 

A. Since 1977. 

Q. What e d u c a t i o n d i d you have as a t r a i n i n g f o r 

t h a t p r o f e s s i o n ? 

A. I worked f o r f o u r companies as a landman from 

1953 t o 1977. 

Q. P r i o r t o t h a t d i d you r e c e i v e a b a c h e l o r ' s 

degree and a law degree from the U n i v e r s i t y of Texas? 

A. B.B.A. and a law degree from the U n i v e r s i t y of 

Texas . 

Q. Have you p r e v i o u s l y t e s t i f i e d as an e x p e r t o i l 

and gas landman b e f o r e t h i s commission or any o t h e r 

r e g u l a t o r y bodies? 
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A. Yes, s i r . 

COMMISSIONER LEMAY: A g a i n , because of b i s age, I 

t h i n k Mr. Davidson's q u a l i f i c a t i o n s are ac c e p t e d . 

Q. (By Mr. G a l l e g o s ) Have you served as a landman 

i n c o n n e c t i o n w i t h the bus i n e s s of Doyle Hartman? 

A. Yes. 

Q. How l o n g have you been a s s o c i a t e d w i t h 

Mr. Ha r tman? 

A. Since 1977. 

Q. G e n e r a l l y what's been the n a t u r e of t h a t 

a s s o c i a t i o n , Mr. Davidson? 

A. W e l l , I d i d a l l of h i s l a n d work f o r a number of 

years and a l s o p a r t i c i p a t e d on an l i m i t e d b a s i s i n h i s 

w e l l s . And then i n the l a t t e r y ears I've done some work 

w i t h h i s l a n d people and s t i l l p a r t i c i p a t e on some of our 

o l d e r p r o p e r t i e s . 

Q. Were you a p a r t i c i p a n t i n the C a r l s o n F e d e r a l 

lease? 

A. Yes. 

Q. Have you been a p a r t i c i p a n t i n v i r t u a l l y a l l of 

the Lea County l e a s e s t h a t Doyle Hartman has developed 

e i t h e r by o r i g i n a l d r i l l i n g or by i n f i l l d r i l l i n g ? 

A. Up u n t i l the l a s t two y e a r s . 

Q. For the p e r i o d of time '70s and '80s? 

A. Yes, s i r . 
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Q. Now, s i r , what I would l i k e f o r you t o do i s t o 

i n f o r m the commission about some i n r i d e n t s t h a t o c c u r r e d i n 

c o n n e c t i o n w i t h the r e l a t i o n s h i p between Mr. Hartman, yours 

and some o t h e r w o r k i n g i n t e r e s t p a r t i c i p a n t s i n Hartman 

o p e r a t e d w e l l s and the purchaser of t h a t gas p r o d u c t i o n , El 

Paso N a t u r a l Gas Company, i n 1986? 

A. I n March -- on March 1, 1986, Mr. Hartman got 

n o t i c e from E l Paso t o shut i n a hundred p l u s w e l l s , which 

i n c l u d e d these C a r l s o n w e l l s . And he s t a r t e d c o n s i d e r i n g 

some k i n d of a c t i o n a t t h a t p o i n t t o p r o t e c t h i m s e l f and 

h i s p a r t n e r s . 

Q. What would t h a t s h u t - i n mean t o you, 

Mr. Davidson? 

A. I t was an economic d i s a s t e r because -- as t o 

Mr. Hartman and I , 95 p e r c e n t of our income came from these 

w e l l s . 

Q. Roughly what was your p a r t i c i p a t i n g i n t e r e s t i n 

those we l i s ? 

A. From a 32nd t o a 25 p e r c e n t , on an average 

p r o b a b l y about 20 p e r c e n t . Some k i n d of w e i g h t e d average. 

Q. Did Mr. Hartman decide i t was goi n g t o be 

necessary t o i n i t i a t e l i t i g a t i o n i n o r d e r t o p r o t e c t h i s 

i n t e r e s t ? 

A. Yes, s i r . 

Q. Did he i n v i t e o t h e r w o r k i n g i n t e r e s t owners t o 
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p a r t i c i p a t e i n t h a t l i t i g a t i o n by s h a r i n g the c o s t and the 

p o t e n t i a l b e n e f i t s , i f any? 

A. Yes, he d i d . 

Q. Let me draw your a t t e n t i o n t o E x h i b i t No. 21. 

Would you p o i n t o ut t o the commission what t h a t i s ? 

A. That's the l e t t e r t h a t he wrote on A p r i l 17, 

1986, t o the w o r k i n g i n t e r e s t owners, i n c l u d i n g me, 

d i s c u s s i n g t h i s p o s s i b l e l i t i g a t i o n w i t h E l Paso and g i v i n g 

e s t i m a t e s of p o s s i b l e c o s t s , and a s k i n g a l l these p a r t i e s 

i f t h e y wanted t o p a r t i c i p a t e i n t h i s -- i n t h i s s u i t . 

Q. And these pages are not numbered, but a t t a c h e d 

t o t h a t l e t t e r i s t h e r e a m a i l i n g l i s t or d i s t r i b u t i o n l i s t 

o f a l l the w o r k i n g i n t e r e s t p a r t i c i p a n t s who were sent t h a t 

l e t t e r ? 

A. Yes, i t ' s a l i s t of a l l h i s p a r t i c i p a n t s t h a t 

i n c l u d e d me, among o t h e r s , and Mr. Olsen, among o t h e r s . 

Q. The ne x t t o l a s t page does t h a t l i s t show t h a t 

Howard Olsen was a r e c i p i e n t of the l e t t e r a t P.O. Box 

32279, Phoenix, A r i z o n a ? 

A. Yes, s i r . 

Q. L e t ' s t u r n t o E x h i b i t 20. What i s t h a t ? 

A. E x h i b i t 20 i s the copy of t h a t l e t t e r t h a t I 

si g n e d t o p a r t i c i p a t e i n the s u i t . 

Q. And does t h a t r e f l e c t you have v o l u n t a r i l y 

agreed t o p a r t i c i p a t e and pay your p r o p o r t i o n a t e share of 
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c o s t s ? 

A. Yes. I a l s o signed i t on b e h a l f of my daughter 

and son i n a t r u s t t h a t I have f o r one of them and my 

m o t h e r - i n - l a w . 

Q. What i s E x h i b i t 24? 

A. E x h i b i t 24 i s a w e i g h t e d average of the b i l l i n g s 

t h a t Mr. Hartman d i d on the l a w s u i t t h a t he l a t e r f i l e d --

what I w i l l c a l l the Lea County l a w s u i t . And t h i s i s the 

way i t was b i l l e d and p a i d f o r . 

Q. And does t h i s l i s t r e f l e c t a l l of those w o r k i n g 

i n t e r e s t p a r t i c i p a n t s who d i d r e t u r n the A p r i l 17, 1986, 

l e t t e r s a y i n g t h a t t h e y wanted t o be a p a r t i c i p a n t i n 

l i t i g a t i o n and share the costs? 

A. Yes. Everybody t h a t r e t u r n e d the l e t t e r , 

i n c l u d i n g me, i s on t h i s l i s t . 

Q. So Mr. Olsen was not one of those who made t h a t 

e l e c t i o n ? 

A. No, he d e c l i n e d t o j o i n i n the s u i t so he d i d n ' t 

pay any of the c o s t s . 

Q. I don't have a count b ut r o u g h l y — would you 

say r o u g h l y t h e r e was about 20? 

A. 21 or -2 people p r o b a b l y . I c o u l d count them. 

Q. Can you t e l l the commission what the e v e n t u a l 

c o s t of t h a t l i t i g a t i o n was by the time t h a t i t was a l l 

completed? 
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A. I t was a p p r o x i m a t e l y $3.2 m i l l i o n . 

Q. Which you have p a i d your p r o p o r t i o n a t e share? 

A. Yes, s i r . Mr. Hartman and I p a i d 95 p e r c e n t of 

i t be twe en u s. 

Q. Now, s i r , l e t me ask you t o take your a t t e n t i o n 

t o E x h i b i t No. 22 and i d e n t i f y what t h a t i s . 

A. 22 i s a l e t t e r E l Paso wr o t e everyone t h a t had a 

c o n t r a c t w i t h them i n May of — May the 29, 1986. And the 

net a f f e c t of i t i s t h a t t h e y were g o i n g t o not honor the 

c o n t r a c t s any l o n g e r , n ot pay the c o n t r a c t p r i c e , and s t a r t 

out a t t h i s p o i n t p a y i n g , I b e l i e v e , a d o l l a r f i f t y per 

MCF . 

Q. I n p a r t i c u l a r on the second page does El Paso 

d i s c u s s the t r e a t m e n t t o be a f f o r d e d t o nonswing gas and 

t h a t any gas o f t h a t n a t u r e w i t h a WACOG over $1.50 would 

not be taken? 

A. Yes, t h a t ' s t r u e , and these C a r l s o n w e l l s were 

nonswing gas w e l l s . 

Q. Which i s c a s i n g head gas? 

A. E i t h e r c a s i n g head or gas w e l l s i n an o i l p o o l . 

Q. So would t h a t be then the -- or b e g i n n i n g June 

1, 1986, would t h a t have been the payment s t a t u s f o r 

anybody who was a c o n t r a c t e d s e l l e r t o El Paso on the 

Ca r l s o n F e d e r a l 4 and 5? 

A. Yes. I t goes on t o say i n her e , i f you go ahead 
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and t e n d e r gas i n excess of what t h e y t h o u g h t t h e y wanted 

t o t a k e , you got 32.1 c e n t s . That's on page 3. 

Q. Now, d i d you, Mr. Hartman and the o t h e r s who 

were the p a r t i c i p a n t s i n t h a t Lea County l i t i g a t i o n do 

something t o p r o t e c t your p a r t i c u l a r r i g h t s i n l i g h t of 

t h i s a c t i o n by El Paso? 

A. W e l l , we -- I b e l i e v e a t t h i s time we had f i l e d 

the s u i t , and we then as shown on -- what, E x h i b i t 23? 

Q. Yes, s i r . 

A. We got Judge Johnson -- we went b e f o r e him a t a 

h e a r i n g , and he i s s u e d t h i s o r d e r t h a t E l Paso would take 

the c a s i n g head gas from Hartman's w e l l s s u b j e c t t o r e f u n d . 

But t h e y would pay the c o n t r a c t p r i c e and take the p r o r a t e d 

p a r t of the gas. 

Q. By v i r t u e of t h i s o r d e r ? 

A. Yes, s i r . 

Q. What do you mean " s u b j e c t t o re f u n d " ? 

A. W e l l , i f l a t e r i t was d e t e r m i n e d t h a t we were 

not i n e n t i t l e d t o t h i s r e l i e f , then we had t o pay the 

d i f f e r e n c e i n the v a r y i n g p r i c e s per month. But a t t h a t 

p a r t i c u l a r month I t h i n k i t was a d o l l a r and a h a l f , and 

some o f the c o n t r a c t s went a l l the way up t o 3.24 or 

something l i k e t h a t . So i t was a c o n s i d e r a b l e amount of 

money i n v o l v e d i n t h a t l i a b i l i t y . 

Q. A l l r i g h t , s i r , d i d i t come t o pass i n t h a t Lea 
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County l i t i g a t i o n t h a t Judge Johnson r u l e d t h a t Doyle 

Hartman c o u l d not proceed t o e n f o r c e any c l a i m s or i n t e r e s t 

o t h e r than those which were owned by him? 

A. Yes. He severed the p a r t i e s i n h i s chambers one 

day w i t h the l a w y e r s , and de c i d e d t h a t Hartman c o u l d be the 

o n l y p l a i n t i f f . 

Q. What does E x h i b i t No. 25 r e f l e c t ? 

A. 25 i s a companion s u i t t h a t was then f i l e d by 

what had then become known as the " p r i v i t y group," which 

was me and these o t h e r p a r t i e s t h a t were l i s t e d on t h a t 

b i l l i n g s h e e t . And we f i l e d a companion s u i t t o 

Mr. Hartman's s u i t , which the judge a c c e p t e d . 

Q. As a landman f o r Mr. Hartman, are you f a m i l i a r 

w i t h the c h a i n of t i t l e p e r t a i n i n g t o the C a r l s o n F e d e r a l 

lease? 

A. Yes. 

Q. What i s the -- what are the f a c t s c o n c e r n i n g 

Howard Olsen's c h a i n of t i t l e f o r h i s i n t e r e s t i n t h a t 

lease? 

A. Mr. Olsen's i n t e r e s t I t h i n k i s d e r i v e d t h r o u g h 

R. Olsen, who was h i s f a t h e r , and t h e i r i n t e r e s t p r e d a t e d 

the Hartman i n t e r e s t by y e a r s . I don't know how many 

y e a r s , b ut I'm sure R. Olsen a c q u i r e d t h i s lease back i n 

the '50s or the '60s a t the l a t e s t . So h i s 25 p e r c e n t 

i n t e r e s t was i n pl a c e when the Hartman group a c q u i r e d t h e i r 
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i n t e r e s t . 

Q. As t o the o t h e r 75 p e r c e n t i n t e r e s t , who are the 

i n t e r e s t owners and can you t e l l us i n what p r o p o r t i o n or 

g e n e r a l l y what p r o p o r t i o n ? 

A. I t h i n k i t was me 25 p e r c e n t , and Mr. Hartman 75 

minus t h r e e - s i x t y - f o u r t h s , which t h r e e of h i s employees 

had. That's the be s t of my r e c o l l e c t i o n . 

Q. Do you remember who those employees were? 

A. I t would be Mrs. S u t t o n , James Burr and L a r r y 

Mermyr. P o s s i b l y Jack F l e t c h e r had an i n t e r e s t t o o . But 

a t any r a t e Hartman and t h a t group of employees I t h i n k had 

75 p e r c e n t . I had 25 p e r c e n t . That's of the 75, then 

Mr. Olsen had the o t h e r 25. 

Q. So o f the 75 p e r c e n t i n t e r e s t , we're t a l k i n g 

about those people you i d e n t i f i e d are the ones who would be 

t a k i n g b u y - t h r o u g h or under the c h a i n of t i t l e i n t o 

Mr . Har tman? 

A. Yes. 

Q. And then Mr. Olsen had a se p a r a t e t i t l e as t o 

h i s 25 p e r c e n t ? 

A. Yes. 

Q. Did he l i k e w i s e , Mr. Olsen, have s e p a r a t e gas 

purchase c o n t r a c t and f u n c t i o n as a s e l l e r t o El Paso of 

h i s i n t e r e s t ? 

A. I'm sure he d i d . 
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Q. Now, Mr. Davidson, I would l i k e f o r you t o s t a t e 

t o the commission what your o p i n i o n i s as t o the revenue 

f l o w t h a t would have i n u r e d t o Mr. Olsen had he i n 1985 

e l e c t e d t o 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 C a r l s o n 

F e d e r a l Number 4 and Number 5 w e l l s ? 

A. W e l l , had he p a r t i c i p a t e d , and he was not i n our 

s u i t , so t h e r e i s no way he c o u l d have g o t t e n a n y t h i n g more 

than what El Paso s e t out i n the n o t i c e t o s e l l e r s . And 

t h a t v a r i e d , b ut the most i t c o u l d have been I t h i n k was a 

d o l l a r s i x t y , and i t went up and down. Unless he had done 

something e l s e t o p r o t e c t h i m s e l f , f o r which the r e c o r d 

doesn't r e f l e c t a n y t h i n g t h a t I am aware o f . 

Q. I t would have been spot market p r i c e a t most? 

A. I t would be e s s e n t i a l l y the spot market p r i c e I 

t h i n k . 

Q. Now, l e t me ask you t o t u r n t o the compulsory 

p o o l i n g o r d e r t h a t was i s s u e d i n Case 8668. That's E x h i b i t 

No. 1 1 . And p a r t i c u l a r l y I draw your a t t e n t i o n t o numbered 

paragraphs 3, 4, and 5 t h a t appear b e g i n n i n g a t page 3 and 

go over t o page 4 of t h a t o r d e r . Are you w i t h me, s i r ? 

A. Yes, s i r . 

Q. Have you i n your e x p e r i e n c e numerous times seen 

these k i n d s o f p r o v i s i o n s i n --

A. Yes, s i r . 

Q. -- compulsory p o o l i n g o r d e r s i s s u e d by the New 
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Mexico O i l C o n s e r v a t i o n Commission or i t s d i v i s i o n ? 

A. Yes, s i r . 

Q. What has been your e x p e r i e n c e i n the i n d u s t r y 

r e g a r d i n g o p e r a t o r ' s c o m p l i a n c e , s t r i c t c o m p l i a n c e , w i t h 

such p r o v i s i o n s ? 

A. Let me see. What numbers are you on, 

Mr. Gallegos? 

Q. S t a r t i n g a t the bottom of page 3, you have 

numbered paragraph 3, and then you over --

A. On E x h i b i t 11? 

Q. Yes, s i r . 

A. 3 , 4 , and 5 ? 

Q. I f you want t o take a m i n u t e . T h i s i s i n the 

p a r t a f t e r t he f i n d i n g s and i t ' s t a l k i n g about o r d e r . 

A. Let me get t o o r d e r . Okay. I was over t h e r e i n 

the f i n d i n g s . 

Q. Okay. Page 3? 

A. Yes, s i r . Okay, I'm on the o r d e r . 

Q. Take a min u t e . I t ' s paragraphs 3, 4, and 5. 

A. W e l l , a l l I can say about t h a t i s t h a t I have 

p e r s o n a l e x p e r i e n c e w i t h Marathon f o r c e d p o o l i n g me i n Lea 

County. I t ' s my r e c o l l e c t i o n t h a t I never d i d get any of 

t h i s k i n d of data a f t e r t h a t f o r c e d p o o l i n g o r d e r . 

Q. You have e x p e r i e n c e w i t h any o t h e r o p e r a t o r s ? 

A. Not d i r e c t l y , b ut I am of the o p i n i o n t h a t t h i s 
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i s n ot done v e r y much. I t h i n k i t ' s a v e r y t e c h n i c a l p o i n t 

t h a t a l o t of people don't do. You know, j u s t as a 

p r a c t i c a l m a t t e r . 

MR. GALLEGOS: Mr. Chairman, I would l i k e t o move the 

adm i s s i o n of Hartman E x h i b i t s 20, 21, 22, 23, 24 and 25. 

And pass the w i t n e s s . 

COMMISSIONER LEMAY: W i t h o u t o b j e c t i o n those e x h i b i t s 

w i l l be p l a c e d i n the r e c o r d . 

MR. EZZELL: No e x a m i n a t i o n . 

COMMISSIONER LEMAY: Commissioner Weiss. 

(Hartman E x h i b i t s 20 t h r o u g h 25 

were a d m i t t e d i n ev i d e n c e . ) 

EXAMINATION 

BY COMMISSIONER WEISS: 

Q. J u s t out of c u r i o s i t y what does Mr. Olsen get 

f o r an MCF o f gas, l e t ' s say, the Number 4 and what do you 

get? 

A. At the p o i n t i n time t h a t the w e l l was d r i l l e d ? 

Q. D u r i n g the payout p e r i o d . 

A. D u r i n g the payout, okay. Had he p a r t i c i p a t e d , 

i s t h a t what you're saying? 

Q. Yes. 

A. He would get the spot p r i c e , which I t h i n k r i g h t 

now i s a l l the way down t o net back of l i k e a d o l l a r a t the 

w e l l h e a d . D u r i n g the time t h a t we had t h i s i n j u n c t i o n i n 
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e f f e c t , we were g e t t i n g the c o n t r a c t p r i c e , and I don't 

remember what i t was i n t h i s case. But those c o n t r a c t 

p r i c e s went a l l the way up t o 3.40 or something. Some of 

them approached $4. They v a r i e d . But they were 

c o n s i d e r a b l y more than these spot p r i c e s . 

Q. So the same gas got two p r i c e s ? 

A. Yes, s i r . W e l l , some --

MR. EZZELL: That's not c o r r e c t , because Mr. Olsen 

never got any o f the gas. Mr. Hartman and Mr. Davidson 

have g o t t e n a l l of Mr. Olsen's gas. 

COMMISSIONER WEISS: U n t i l payout as I t h o u g h t I read 

the o r d e r . 

MR. EZZELL: R i g h t . Mr. Olsen has never g o t t e n any 

p r i c e f o r any gas. 

A. We got h i s gas under the f o r c e d p o o l i n g o r d e r 

and t i t l e d i d n ' t pass, of co u r s e . But i n my o p i n i o n , t h a t 

was our gas d u r i n g t h a t p e r i o d w h i l e we were comp l y i n g w i t h 

the f o r c e d p o o l i n g o r d e r . 

COMMISSIONER WEISS: Okay. Thank you. 

COMMISSIONER LEMAY: A n y t h i n g e l s e ? 

EXAMINATION 

BY COMMISSIONER LEMAY: 

Q. Mr. Davidson, a couple of q u i c k q u e s t i o n s . Have 

you s i g n e d an o p e r a t i n g agreement w i t h Mr. Hartman on the 

w e l l s t h a t you've p a r t i c i p a t e d w i t h him? 
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A . I n most cases . 

Q. On these two w e l l s , have you? 

A. P r o b a b l y , Mr. LeMay. We had a l o t of them. But 

h i s l a n d people were v e r y good about sending out o p e r a t i n g 

agreements. 

Q. Do you remember on those o p e r a t i n g agreements, 

maybe you si g n e d a f e e , the p r i c e s are the same, the 

505,000 d r i l l i n g and o p e r a t i n g c o s t s ? 

A. Yes, s i r . I'm s t i l l p a r t i c i p a t i n g i n a few 

w e l l s w i t h him, and we're d r i l l i n g one now i n Lea County. 

We're t r y i n g t o -- we j u s t completed one, and I b e l i e v e the 

a d m i n i s t r a t i v e overhead was 500 and the d r i l l i n g w e l l r a t e 

was e i t h e r 5,000 or 5500. 

Q. So the r a t e t h a t was g r a n t e d here i s -- from 

your knowledge -- the same r a t e t h a t o t h e r w e l l s are 

p a y i ng? 

A. Yes, s i r . I t ' s n ot e x c e s s i v e . I t ' s the age o l d 

problem, t h a t a l l the n o n o p e r a t o r s l i k e me always t h i n k 

t h a t those r a t e s , whatever t h e y a r e , are too h i g h , and 

o p e r a t o r s always t h i n k t h e y ' r e too low. But t h a t ' s j u s t 

the n a t u r e of the b u s i n e s s . That's the way i t ' s always 

go i n g t o be. 

Q. C o n s t r u c t i n g t h i s c h a i n o f t i t l e , s i n c e he came 

by h i s i n t e r e s t t h r o u g h a d i f f e r e n t c h a i n , Mr. Olsen d i d 

than you d i d , he's more or l e s s more se p a r a t e maybe than 
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you are i n terms o f -- you mentioned maybe a se p a r a t e gas 

c o n t r a c t , s e p a r a t e a l l the way t h r o u g h . Do you happen to 

know i f t h e r e i s any t a l k o f w a n t i n g a s p l i t c o n n e c t i o n o r , 

two, i f t h e r e i s a gas b a l a n c i n g agreement t h a t p e r t a i n s t o 

these w e l l s a t a l l ? 

A. No, s i r . I'm sure t h e y weren't s p l i t s t r e a m i n g 

t h i s w e l l . I t j u s t w o u l d n ' t be -- wo u l d n ' t have enough 

volume I don't t h i n k t o w a r r a n t i t . And t h a t would o n l y be 

i n the case of two pu r c h a s e r s anyway. I t h i n k where two 

p a r t i e s are s e l l i n g t o one p u r c h a s e r , you p r o b a b l y would 

never s p l i t stream i t anyway. 

Q. What I was t h i n k i n g i n terms of -- and I know --

what I am t r y i n g t o get a t i s , g i v e n E l Paso's l e t t e r , 

g i v e n the idea t h a t you're d i s s a t i s f i e d w i t h the purchaser 

and the o p t i o n of e i t h e r j o i n i n g the l a w s u i t or a c c e p t i n g 

El Paso's o f f e r , or was t h e r e a t h i r d or f o u r t h a l t e r n a t i v e 

t h a t t h e y had? Could t h e y pursue a s p l i t c o n n e c t i o n w i t h 

a n o t h e r o p e r a t o r ? Could t h e y have t e r m i n a t e d t h e i r 

c o n t r a c t ? 

A. I t would be v i r t u a l l y i m p o s s i b l e , because El 

Paso had a l l the t r a n s p o r t a t i o n f a c i l i t i e s i n t h a t p a r t of 

Lea County. N o r t h e r n takes a l i t t l e b i t of gas down t h e r e 

but n o t much. You know, what i s i t , 90 p e r c e n t of i t goes 

to El Paso, and r o u g h l y 10 p e r c e n t t o N o r t h e r n . B a s i c a l l y 

we were c a p t i v e and are t o the El Paso system. 
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Q. And f o r r e v i e w purchases, a l l those people t h a t 

were o f f e r e d p a r t i c i p a t i o n i n the l a w s u i t v i r t u a l l y had 

o n l y two o p t i o n s ; they c o u l d accept the c o s t s and b e n e f i t s 

of the l a w s u i t , or the y c o u l d take t h e i r chances w i t h the 

El Paso l e t t e r and pursue s e p a r a t e courses o f a c t i o n 

a g a i n s t E l Paso? 

A. Yes, s i r . A l o t of them d i d . I f you count the 

numbers of people i n t h i s copy of t h a t l e t t e r t h a t 

Mr. Hartman sent o u t , you w i l l see a l o t more people t h e r e 

than the 21 or -2 t h a t p a r t i c i p a t e d i n the l a w s u i t . So a 

number of them chose t o go a d i f f e r e n t way f o r one reason 

or anothe r . 

Q. Do you know which way the y went? 

A. W e l l , b a s i c a l l y I t h i n k t h e y j u s t accepted what 

El Paso p a i d . As f a r as the b a l a n c i n g agreement, absent an 

o p e r a t i n g agreement, I have never seen a case where people 

had j u s t a b a l a n c i n g agreement. I n my e x p e r i e n c e i t ' s 

always a t t a c h e d t o an o p e r a t i n g agreement. So here you 

d i d n ' t have an o p e r a t i n g agreement, so you wou l d n ' t have a 

b a l a n c i n g agreement. 

Q. D i d n ' t you say you had an o p e r a t i n g agreement 

w i t h Mr. Hartman? 

A. Yes, we had one w i t h him I t h i n k on those w e l l s . 

I'm n ot a b s o l u t e l y s u r e , b ut we had ones on n e a r l y a l l the 

we l i s w i t h him. 
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Q. Do you remember what the nonconsent p r o v i s i o n s 

of those o p e r a t i n g agreements were t h a t you had w i t h 

Mr. Hartman? 

A. I t was e i t h e r -- I want t o say th e y were 400 

p e r c e n t , b ut I ' d have t o lo o k a t one of them. But i t ' s a 

s t i f f p e n a l t y . But I never d i d e x e r c i s e the nonconsent, so 

I don't r e a l l y know. I t h i n k i t was somewhere i n terms of 

400 p e r c e n t . I t ' s more than a f o r c e d p o o l i n g o r d e r . 

Q. More than f o r c e d p o o l i n g ? 

A . Yes, s i r . 

COMMISSIONER LEMAY: Commissioner Weiss. 

EXAMINATION (Resumed) 

BY COMMISSIONER WEISS: 

Q. Now, i f I u n d e r s t a n d t h i s o r d e r here back i n --

back i n '85. Since Mr. Olsen went nonconsent, he had t o 

pay 200 p e r c e n t i n t e r e s t p e n a l t y ; r i g h t ? 

A. Yes, s i r . 

Q. 200 p e r c e n t p e n a l t y . You took t h a t o ut of gas. 

A. Yes. 

Q. Did he get $1.50 f o r t h a t gas you took out or 

the $3? Was h i s fee b e i n g p a i d o f $3 or $1.50? 

A. He was i n an f o r t u n a t e p o s i t i o n i n a way t h a t as 

to the payout account, i t was c r e d i t e d w i t h the h i g h e r 

p r i c e , I t h i n k . But had he s o l d t h a t gas h i m s e l f , he would 

have g o t t e n the $1.50 or l e s s . 
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COMMISSIONER WEISS: Thank you. 

THE WITNESS: I w i l l have t o d e f e r t o Mr. Hart-man's 

a c c o u n t a n t , who i s g o i n g t o t e s t i f y about t h a t p a r t i c u l a r 

p o i n t . I b e l i e v e t h a t ' s t he s i t u a t i o n . 

COMMISSIONER LEMAY: You have anothe r w i t n e s s who --

MR. GALLEGOS: Yes, we do. He i s goi n g t o show t h a t 

on t he payout b a s i s . 

THE WITNESS: I b e l i e v e t h a t ' s the s i t u a t i o n . 

COMMISSIONER LEMAY: Thank you. The w i t n e s s may be 

excused. 

MR. GALLEGOS: We c a l l L i s a Woodward. 

LISA WOODWARD, 

the Witness h e r e i n , h a v i n g been f i r s t d u l y sworn, was 

examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. GALLEGOS: 

Q. Would you s t a t e your name, please? 

A. L i s a A. Woodward. 

Q. Where do you l i v e , Miss Woodward? 

A. Ode ssa, Texas. 

Q. What i s your o c c u p a t i o n ? 

A. I'm a CPA w o r k i n g f o r Doyle Hartman. 

Q. How l o n g have you worked f o r Doyle Hartman? 

A. Almost f i v e years now. 

Q. Are you the — I know t h e r e ' s n ot v e r y many 
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t i t l e s i n the o r g a n i z a t i o n , b ut do you head up the 

a c c o u n t i n g department? 

A. Yes, I'm more or l e s s a c o n t r o l l e r f o r the 

a c c o u n t i n g d e p a r t m e n t , oversee a l l a r e a s . 

Q. You are c e r t i f i e d p u b l i c a c c o u n t a n t p r a c t i c i n g 

i n Texas? 

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

Q. What was your e d u c a t i o n ? 

A. I have a B.B.A. i n a c c o u n t i n g and f i n a n c e from 

Texas Tech U n i v e r s i t y t h a t I r e c e i v e d i n 1982, and a master 

of s c i e n c e and f i n a n c e I r e c e i v e d i n 1985. 

Q. And how l o n g have you worked as an acco u n t a n t ? 

A. I worked about a year and a h a l f w i t h a CPA f i r m 

and t h e n f i v e y ears f o r Mr. Hartman. 

Q. Are you a c q u a i n t e d w i t h a l l of the business of 

Mr. Hartman i n terms of the f i n a n c i a l and a c c o u n t i n g 

a d m i n i s t r a t i o n of the w e l l s t h a t he o p e r a t e s or has been a 

p a r t i c i p a n t i n ? 

A. Yes, I am. 

Q. Now, I would l i k e t o draw your a t t e n t i o n b r i e f l y 

t o E x h i b i t 26. That's a l e t t e r from Mr. W i l c o x t o 

Mr. Bowlby i n October of 1987? 

A. R i g h t . 

Q. Do you know who Mr. Wi l c o x i s ? 

A. Mr. Wil c o x was Mr. Hartman's c h i e f f i n a n c i a l 
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o f f i c e r p r e v i o u s t o me. 

Q. I s he any l o n g e r t h e r e ? 

A . No, s i r . 

Q. Have you taken over h i s d u t i e s ? 

A. Yes, I have. 

Q. Were you f a m i l i a r w i t h t h i s a u d i t t h a t was done 

i n b e h a l f of Mr. Olsen i n October of 1987? 

A. Yes, I was. They came i n about -- I b e l i e v e 

November; October, November of 1987, Mr. Bowlby and an 

a t t o r n e y , I b e l i e v e . 

Q. And what d i d your a c c o u n t i n g department do i n 

re g a r d t o t h a t a u d i t ? 

A. They came i n and a n y t h i n g t h a t t h e y r e a l l y 

d e s i r e d we t r i e d t o p r e s e n t them. We gave them e v e r y t h i n g 

t h e y wanted. 

Q. Give them f u l l c o o p e r a t i o n as f a r as any k i n d of 

i n f o r m a t i o n t h e y wanted r e g a r d i n g t he C a r l s o n F e d e r a l 4 and 

5? 

A. And the 2 and the 3. 

Q. Would t h a t i n c l u d e a l l c o s t s of the w e l l and 

v e r i f i c a t i o n of those costs? 

A. Yes, s i r . 

Q. Did i t a l s o i n c l u d e a l l i n f o r m a t i o n on 

c o n t i n u i n g o p e r a t i o n a l c o s t s and revenues? 

A. That's c o r r e c t . We p r e s e n t e d e v e r y t h i n g t o 

HUNNICUTT REPORTING 
SUSAN G. PTACEK, CCR 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

2 5 

156 

them. 

Q. Since t h a t time has t h e r e been any request f o r 

f u r t h e r i n f o r m a t i o n or t o a d d i t i o n a l l y a u d i t or a n y t h i n g of 

t h a t s o r t ? 

A. No . 

Q. Now, Miss Woodward, have we re q u e s t e d t h a t you 

make some c a l c u l a t i o n s c o n c e r n i n g the payout s t a t u s of the 

Number 4 and Number 5 w e l l s t h a t we're i n t e r e s t e d i n here? 

A. Yes, s i r . 

Q. And have you done t h a t from the books and 

re c o r d s of Mr. Hartman's o r g a n i z a t i o n ? 

A. Yes, I have. 

Q. I d i r e c t your a t t e n t i o n t o E x h i b i t No. 30. Was 

t h a t p r e p a r e d by you? 

A. Thi s one was pr e p a r e d by me and C a r o l Farmer, 

who i s a l s o an a c c o u n t a n t f o r Doyle Hartman. 

Q. Working w i t h you? 

A. Yes. 

Q. Now, are t h e r e two approaches here f o r the 

Number 4 w e l l and two approaches of c a l c u l a t i n g payout of 

the Number 5 w e l l ? 

A. That's c o r r e c t . We -- the f i r s t approach was 

assuming Mr. Olsen was f o r c e d p o o l , and t h a t would be 100 

p e r c e n t of the w e l l . A l l the w e l l c o s t s are shown a t 100 

p e r c e n t , and the revenue l e s s p r o d u c t i o n t a x e s , r o y a l t y 
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t h i s i s a l l shown i n g r o s s , a hundred p e r c e n t . 

Q. L e t ' s slow down a minute and j u s t take the f i r s t 

page . 

A. Okay. 

Q. Here we're d e a l i n g w i t h the Number 4; i s t h a t 

c o r r e c t ? 

A. Yes, s i r . 

Q. And here you're t r e a t i n g the f i n a n c e s of t h i s 

w e l l on the b a s i s t h a t Mr. Olsen's i n t e r e s t was f o r c e d 

pooled? 

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

Q. Which would mean e s s e n t i a l l y t h a t h i s i n t e r e s t , 

h i s e q u i t y , would belong t o the o t h e r p a r t i c i p a n t s ? 

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

Q. And when you d i d t h a t , d i d t h a t change a n y t h i n g 

as t o the p a r t i c u l a r expenses? 

A. No. A l l the expenses s t a y the same. We j u s t 

took them o f f the books and showed them a t a hundred 

p e r c e n t t o what Mr. Hartman and the w o r k i n g i n t e r e s t owners 

p a i d . 

Q. When you c a l c u l a t e d your revenue, however, d i d 

t h a t c a l l f o r a d i f f e r e n t t r e a t m e n t than i f you we were t o 

t r y t o r e p l i c a t e Mr. Olsen 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 ? 

A. Yes, s i r . On the revenue, we — on the f o r c e d 

p o o l one, t h a t would be Mr. Hartman and the w o r k i n g 
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i n t e r e s t owners would be enable t o get the i n j u n c t i o n 

p r i c e , which i s the c o n t r a c t p r i c e . Whereas Mr. Olsen was 

not p r i v y t o the i n j u n c t i o n , so he would be p a i d a t the 

spot market p r i c e . 

Q. I s i t a l s o t r u e , however, t h a t i n a f o r c e d 

p o o l i n g s i t u a t i o n by v i r t u e of the OCD o r d e r s t h e r e was a 

r i s k p e n a l t y assessed? 

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

Q. So then w i l l you j u s t b r i e f l y recap, show the 

commission how you made t h i s c a l c u l a t i o n ? 

A. Okay. As of 12-87 the i n i t i a l i n v e s t m e n t was 

recapped and i t was p a i d out a t 99.14 p e r c e n t . And then 

t h e r e i s an a d d i t i o n a l 200 p e r c e n t p e n a l t y t h a t needed t o 

be recouped o f 664,967. So as of February of 1989, which 

i s the time t h a t M e r i d i a n took over o p e r a t i o n s of the w e l l , 

the 200 p e r c e n t p e n a l t y was 53.1 p e r c e n t p a i d o u t . 

Q. J u s t t o r e p e a t , as of February 15, 1989, 

Mr. Hartman conveyed away t o M e r i d i a n b o t h h i s s t a t u s as 

o p e r a t o r and as a w o r k i n g i n t e r e s t owner? 

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

Q. Closed the books? 

A. A b s o l u t e l y . 

Q. Now, then d i d we r e q u e s t you t o make a 

c a l c u l a t i o n which would a t t e m p t t o h y p o t h e t i c a 11y r e p r e s e n t 

the c i r c u m s t a n c e as though Mr. Olsen i n 198 5 wo\jld have 
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r e c e i v e d s t r i c t compliance w i t h t he f o r c e d p o o l i n g order i n 

8668 on the C a r l s o n F e d e r a l 4 and had proceeded t o s e l l h i s 

gas t o El Paso as he t e s t i f i e d he was d o i n g i n a d i r e c t 

s e l l / p u r c h a s e b a s i s ? 

A. That's c o r r e c t . I have done t h a t i n the next 

schedule of assuming R. Howard Olsen was p a r t i c i p a t i n g i n 

the w e l l . I n June of 1986, t h a t ' s when El Paso s t a r t e d 

m a r k e t i n g o ut the gas due t o t h a t May 29 n o t i c e t o s e l l e r s , 

so we d i d the spreadsheets assuming t h a t he would r e c e i v e 

the market out p r i c e or the spot market p r i c e e f f e c t i v e 

June 1986. 

Q. Let me ask you, d i d you — 

A. They put two of the f o r c e d p o o l i n g i n here. 

COMMISSIONER LEMAY: The second one i s the same t h i n g , 

i s n ' t i t ? 

THE WITNESS: Count t o the t h i r d page and you w i l l be 

okay. I t ' s assuming Olsen p a r t i c i p a t i n g i n w e l l . 

MR. GALLEGOS: That f o r some reason j u s t got cop i e d 

t w i c e . 

Q. (By Mr. G a l l e g o s ) The second page i n t h i s 

e x h i b i t s h o u l d be headed "Schedule Assuming R. Howard Olsen 

P a r t i c i p a t i n g I n Well"? 

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

Q. Go ahead. What does t h a t show? What i s the 

r e s u l t of t h a t ? 
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A. Thi s i s showing Mr. Olsen's i n d i v i d u a l payout of 

t h i s w e l l w i t h 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 . So 

e v e r y t h i n g — a l l the c o s t s are n e t t e d t o 25 p e r c e n t 

i n t e r e s t where he would have a t o t a l i n i t i a l i n v e s t m e n t of 

$93,454.95. And then the revenue i s n e t t e d t o h i s net 

revenue i n t e r e s t , and you w i l l see h i s revenue up u n t i l 

June 1986 would have been the c o n t r a c t p r i c e , because t h a t 

was b e f o r e E l Paso s t a r t e d m a r k e t i n g o ut the gas. Then 

e f f e c t i v e June '86 we used the e f f e c t i v e spot market p r i c e . 

At t h a t p o i n t i n t i m e , February of '89, he was 76.32 

p e r c e n t p a i d o u t . 

Q. Did you make t h i s c a l c u l a t i o n as though he was 

g e t t i n g t h a t revenue f l o w , even though you heard h i s own 

t e s t i m o n y t h a t , i n f a c t , h i s funds were suspended by El 

Paso? 

A. R i g h t . R e a l l y he never r e c e i v e d h i s revenue 

because we were under the assumption t h a t the w e l l was 

be i n g f o r c e d p o o l . So we had t o make the assumption. This 

i s j u s t i f he had been c o n t r a c t e d by h i m s e l f he would have 

r e c e i v e d the spot market p r i c e , and so t h a t ' s how we 

p r e s e n t e d t h i s s p r e a d s h e e t . 

Q. Let me j u s t have you take the commission t o a 

backup e x h i b i t where we're t a l k i n g about t h i s cash f l o w 

s i t u a t i o n . That's E x h i b i t 31. Would you e x p l a i n what t h a t 

shows ? 
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A. Thi s i s how I d e r i v e d the f i g u r e s . I went 

t h r o u g h and got the MCF a t 15,025 and at 14,073 i s how i t 

s e t t l e d . And took t h e BTU f a c t o r , and t h a t gave me an 

MMBTU. And Mr. Olsen's net revenue i n t e r e s t was 21.875 

p e r c e n t , so t h a t b r o u g h t him down from the gross t o h i s 

a c t u a l MMBTUs. Then I went t h r o u g h and found out what the 

a c t u a l spot p r i c e was t h a t E l Paso p a i d everyone, and got 

h i s gross revenue times p r o d u c t i o n taxes t o b r i n g us down 

t o Mr. Olsen's n e t revenue. 

Q. I n f a c t , i t i s your p e r s o n a l knowledge t h a t 

many, many w o r k i n g i n t e r e s t s p a r t i c i p a n t s who were not 

p a r t i e s t o the Lea County l i t i g a t i o n were p a i d by El Paso 

i n t h e i r s a l e s a t the spot market p r i c e ? 

A. There was a whole l o t of them, almost a l l of 

them were r i g h t down t o the spot p r i c e . 

Q. I s t h i s sheet here j u s t a graph t h a t h e l p s 

i l l u s t r a t e the p r i c e l i n e s ? 

A. Yes, s i r . T h i s i s showing the compulsory 

p o o l i n g p o i n t , which was i n January '86, and what the 

c o n t r a c t p r i c e was a t t h a t t i m e . And then May 29, 1986, 

n o t i c e t o s e l l e r s , t h a t was l i n e g o i n g down, and i t shows 

what the p r i c e t h a t El Paso i s p a y i n g , which Mr. Olsen 

would be p a r t i c i p a t i n g i n down a t the lower p r i c e of $1.50, 

and swings down t o $1.30, and then goes back up. Whereas 

a l l the — Mr. Hartman's group -- the p r i v i t y group and 
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Mr. Hartman r e c e i v e d the c o n t r a c t p r i c e due t o the 

i n j u n c t i o n . 

Q. But t h a t was c o n f i n e d t o o n l y those p a r t i e s who 

were i n the — 

A. J u s t Mr. Hartman and people who r e c e i v e d t h e i r 

i n t e r e s t t h r o u g h or as s i g n e d by Mr. Hartman. 

Q. Now, l e t me j u s t ask you t o t u r n back t o E x h i b i t 

30, and t o the two pages t h a t r e l a t e t o the Number 5 w e l l . 

You b a s i c a l l y have the same k i n d of c a l c u l a t i o n on these 

two assumptions f o r the Number 5 w e l l ; t h a t i s Olsen's 

i n t e r e s t was f o r c e d p o o l — 

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

Q. -- and then r e p l i c a t i n g as though he had e l e c t e d 

t o v o l u n t a r i l y p a r t i c i p a t e ? 

A. R i g h t . I f he had p a r t i c i p a t e d , we went back t o 

u s i n g the spot market p r i c e . 

Q. What does t h i s show as t o the Number 5 w e l l ? 

A. I f he had p a r t i c i p a t e d , he had a t o t a l i n i t i a l 

i n v e s t m e n t of $77,844.57. And as of February '89 he would 

have been 70 p e r c e n t a t payout. 

Q. And b e i n g f o r c e d p o o l as he i n f a c t was what do 

your c a l c u l a t i o n s r e v e a l ? 

A. At February of '89 he was -- i t p a i d out a t 

September of 1987, and as of February of '89 d u r i n g the 200 

p e r c e n t p e n a l t y , he was a t 36 p e r c e n t . 
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THE WITNESS: I t says z e r o , yes. 

COMMISSIONER LEMAY: What should t h a t be? 

THE WITNESS: Be 2 times $271,291.93. 

MR. EZZELL: On the copy you sent me i t ' s got 

$542,581.86 . 

THE WITNESS: Thank you. 

MR. GALLEGOS: Sounds about r i g h t . Could I have t h a t 

f i g u r e again? 

MR. EZZELL: 542,581.86. 

MR. GALLEGOS: Mr. Chairman, c o u l d we amend t h a t t h i r d 

page of E x h i b i t 30 t o show t h a t ? 

COMMISSIONER LEMAY: Please do. I have j u s t amended 

t h i s e x h i b i t here t o show t h a t . 

MR. GALLEGOS: Would you change i t on the r e p o r t e r ' s 

copy? 

THE WITNESS: What i s i t ? 

MR. GALLEGOS: I t ' s 542,581.86. Thank you, 

Mr. S t o v a l l , f o r c a t c h i n g t h a t . 

MR. EZZELL: I have no q u e s t i o n s . 

EXAMINATION 

BY COMMISSIONER LEMAY: 

Q. Miss Woodward, do you happen t o know on the 

lease o p e r a t i n g expenses as l i s t e d t h e r e , i s t h a t 

reduced — the leas e covers more than one w e l l . I s t h i s 

j u s t the a c c o u n t i n g of the one w e l l o p e r a t i n g expenses? 
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A. Yes, s i r . I t would be j u s t f o r 4 or the Number 

5 r e s p e c t i v e l y . 

Q. Wi t h f o r c e d p o o l i n g assumptions, do you happen 

t o know i f any of the l e g a l c o s t s were a m o r t i z e d w i t h i n 

those o p e r a t i n g expenses, or i f t h e y are j u s t a c t u a l 

o p e r a t i n g expenses a c c o r d i n g t o the --

A. They are j u s t the a c t u a l o p e r a t i n g expenses. 

Q. No l e g a l expenses i n t h e r e f o r the c o u r t case? 

A. Not — f o r the Lea County l a w s u i t ? 

Q. Yes. 

A. No, s i r . There was none i n t h e r e . 

Q. These are a hundred p e r c e n t , so i f you're going 

t o t ake o ut Mr. Olsen's i n t e r e s t , you would take the .21 

times t h a t ? 

A. His le a s e ope r a t i n g expenses would be a t 25 

p e r c e n t . 

Q. .25 on the leas e o p e r a t i n g . .21 on net revenue. 

A. R e a l l y i t ' s a t 25 p e r c e n t . I f you t r y t o go 

from one schedule t o a n o t h e r , because t h i s i s revenue l e s s 

p r o d u c t i o n t a xes and r o y a l t y . So the r o y a l t y i s a l r e a d y 

taken o ut of t h a t , so you sho u l d -- on h i s p a r t i c i p a t i n g 

i n t e r e s t s h o u l d be j u s t 25 p e r c e n t a l s o s i n c e the r o y a l t y 

i s a l r e a d y taken o u t . 

Q. 2 5 on each? 

A. R i g h t . 
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Q. They lo o k t o be r a t h e r expensive o p e r a t i n g 

expenses. Were t h e r e water d i s p o s a l problems do you happen 

to know on t h a t w e l l , or the depth t h e y -- the y j u s t appear 

to be f a i r l y h i g h . 

A. I'm n o t aware of any water d i s p o s a l problems 

o f f h a n d , b u t I d i d n ' t l o o k i n t o t h a t . 

COMMISSIONER LEMAY: I have no f u r t h e r q u e s t i o n s . 

The w i t n e s s may be excused. 

MR. GALLEGOS: Mr. Chairman, I t h i n k -- a c c o r d i n g t o 

my note -- the o n l y e x h i b i t t h a t we have t a l k e d about and 

haven't moved the ad m i s s i o n o f i s 26. I would l i k e t o have 

t h a t a d m i t t e d , p l e a s e . 

COMMISSIONER LEMAY: E x h i b i t 26 w i l l be a d m i t t e d i n t o 

the r e c o r d w i t h o u t o b j e c t i o n . 

MR. EZZELL: No o b j e c t i o n . 

(Hartman E x h i b i t 26 was a d m i t t e d 

i n evidence . ) 

MR. GALLEGOS: That concludes the evidence on b e h a l f 

of Doyle Hartman. 

COMMISSIONER LEMAY: Thank you, Mr. G a l l e g o s . 

Do you a l l want t o wind i t up or l e t i t stand as 

i s ? 

MR. EZZELL: Quick windup so I can get on the road. 

Play i t please the Commission, I f e e l l i k e we 

are b a s i c a l l y where we were a t 1:30 w i t h a b s o l u t e l y no 
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disagreement as t o any of the f a c t s . The l a s t two 

w i t n e s s e s ' t e s t i m o n y , Mr. Davidson and Miss Woodward, d e a l t 

w i t h a p r i c e t h a t Mr. Olsen would have g o t t e n f o r gas. 

That i s pure s p e c u l a t i o n , i n my o p i n i o n . Mr. Davidson 

t e s t i f i e d t h a t a l l w o r k i n g i n t e r e s t owners d i d have the 

r i g h t t o e i t h e r j o i n the l a w s u i t , j o i n w i t h Mr. Hartman, or 

have a l a w s u i t on t h e i r own. I n t h i s case, a l t h o u g h we're 

not sure o f i t , Mr. Olsen t e s t i f i e d i n d e p o s i t i o n t h a t he 

had h i s own c o n t r a c t . 

One of the l e t t e r s Mr. Olsen -- Mr. Hartman sent 

out t o a l l w o r k i n g i n t e r e s t owners i s , "Be c a r e f u l , go look 

a t your c o n t r a c t . I f i t ' s l i k e mine, you can do the same 

t h i n g I'm d o i n g . " So the f a c t t h a t he might or might not 

have g o t t e n a buck f i f t y v e r s us 3.20 t o me has no re l e v a n c e 

a t a l l on the i s s u e s b e f o r e the commission. M a i n l y because 

Mr. Olsen — n e i t h e r Mr. Olsen nor Mr. Hartman a t t h a t time 

f e l t t h a t t h a t was h i s gas because t h e y b o t h were under the 

mi s t a k e n assumption t h a t i t was f o r c e d p o o l ; the i n t e r e s t 

was f o r c e d p o o l . As t o the 2 and 3 w e l l s , we know t h a t Mr. 

Hartman was m a r k e t i n g t h a t gas f o r Mr. Olsen's b e n e f i t . 

The law i s q u i t e c l e a r on s i t u a t i o n s where t h e r e 

i s no o p e r a t i n g agreement, we are d e a l i n g w i t h a s i t u a t i o n 

of a cotenancy. The possessory c o t e n a n t i s under a d u t y i n 

New Mexico, and every o t h e r s t a t e I know, t o make an 

a c c o u n t i n g t o the nonpossessory c o t e n a n t f o r r e n t s and 
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p r o f i t s . There are s p e c i f i c cases d e a l i n g w i t h m i n e r a l 

e x t r a c t i o n where i f a possessory c o t e n a n t , absent some 

o t h e r agreement, can go out and d r i l l a w e l l ; b ut i f i t ' s a 

s p e c u l a t i v e endeavor and i t comes up a d r y whole, he can go 

to h i s c o t e n a n t s f o r c o n t r i b u t i o n s . I f i t i s a s u c c e s s f u l 

endeavor, he ca n ' t go t o h i s c o t e n a n t s f o r c o n t r i b u t i o n s 

b u t he can recoup h i s c o s t s out of h i s c o t e n a n t ' s share of 

proceeds from p r o d u c t i o n . 

That i s e x a c t l y why we have a f o r c e d p o o l i n g 

s t a t u t e i n the s t a t e of New Mexico. I n s i t u a t i o n s where 

t h e r e i s n o t a c o n t r a c t u a l r e l a t i o n s h i p between the 

p a r t i e s , j u s t as t h e r e was her e , the l e g i s l a t u r e passed the 

f o r c e d p o o l i n g s t a t u t e s a y i n g t h i s i s what we're -- t h i s i s 

how you're g o i n g t o do i t . They p r o t e c t e d the c o r r e l a t i v e 

r i g h t s o f any p a r t i e s a f f e c t e d by the a p p l i c a t i o n by making 

v e r y s t r i c t and c l e a r r e q u i r e m e n t s as t o what n o t i c e s must 

be sent when, and when any f o r c e d p o o l p a r t y would be g i v e n 

an o p p o r t u n i t y t o p a r t i c i p a t e . 

As I have s a i d b e f o r e , t h i s has happened b e f o r e 

i n New Mexico. The commission has always done what the 

h e a r i n g examiner d i d i n the r e h e a r i n g , and what I expect 

the commission t o do her e ; and t h a t i s e n f o r c e the o r d e r . 

As f a r as the p r i c i n g c o n t r o v e r s y , a g a i n I 

q u e s t i o n i t s r e l e v a n c e . I don't t h i n k t h a t t h a t ' s g o i n g t o 

be $3 gas i f i t ' s Mr. Hartman's and a buck f i f t y gas i f 
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i t ' s Mr. Olsen's. I know f o r a f a c t t h a t i f we p r e v a i l and 

they t e n d e r our proceeds based on 1.50, I know f o r a f a c t 

Mr. Hartman i s not goi n g t o g i v e the d i f f e r e n c e back t o El 

Paso. So i t was our gas. He c o n v e r t e d i t t o d o l l a r s . And 

those d o l l a r s would be our d o l l a r s . 

The main t h i n g i s , we're t a l k i n g about a 

s i t u a t i o n . We've got t e s t i m o n y . I t ' s c l e a r t h a t on the 

Number 4 w e l l , the w e l l was d r i l l e d b e f o r e the AFE --

b e f o r e the AFE or the schedule of w e l l c o s t s o r d e r e d by 

Order R-8031 was sent o u t . I t was never sent o u t . What I 

ad v i s e my c l i e n t s t o do on a f o r c e d p o o l i n g , i f they've got 

t o d r i l l the w e l l , as the t e s t i m o n y today was, 

Mr. Hartman was i n a h u r r y t o d r i l l the w e l l f o r t a x 

purposes -- b u t I t e l l my c l i e n t s t o t i g h t - h o l e i t u n t i l 

t h e y comply w i t h the o r d e r , and then t h e y can go ahead and 

comply w i t h the o r d e r and l e t any f o r c e d p o o l p a r t i e s 

p a r t i c i p a t e or n o t p a r t i c i p a t e . 

W i t h the Number 5 w e l l , n ot o n l y — w e l l , w i t h 

the Number 4 w e l l , Mr. Gal l e g o s and Mr. Carr have argued 

t h a t t h e y d i d n ' t need t o send an AFE i n compliance w i t h the 

or d e r because th e y sent one b e f o r e the o r d e r was i s s u e d . 

That's j u s t n o t what the o r d e r says. The reason f o r the 

or d e r r e q u i r i n g an AFE t o be sent a f t e r the o r d e r i s iss u e d 

i s c l e a r , and we have a l r e a d y d i s c u s s e d the reasons. 

W i t h the Number 5 w e l l , we don't know i f t h e r e 
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was an AFE ever sent a t a l l , e i t h e r b e f o r e or a f t e r . We 

know f o r a f a c t t h e r e wasn't one sent a f t e r w a r d s . We f e e l 

l i k e t h e r e may have been one sent b e f o r e , b ut we have no 

p r o o f o f i t . 

I n t h a t s i t u a t i o n , a g a i n , f o r t a x reasons 

Mr. Hartman went ahead and d r i l l e d the w e l l p r i o r t o 

comp l y i n g w i t h the o r d e r . T h i s time he had an o p p o r t u n i t y 

t o . The o r d e r came out on the 6 t h , and the w e l l wasn't 

spudded u n t i l the 1 0 t h . He c o u l d have sent a copy o f the 

or d e r and the schedule of w e l l c o s t s w h i l e the w e l l was 

d r i l l i n g . 

I t h i n k i n our a u d i t we found out the y were over 

h o l e f o r 18 d a t e s . That would have g i v e n him a good jump 

on h i s 30-day p e r i o d t o g i v e Mr. Olsen the r i g h t t o 

p a r t i c i p a t e . The f a c t i s I t h i n k we had t o l i s t e n t o Mr. 

Olsen's d e p o s i t i o n read t o us t o e s t a b l i s h t he f a c t t h a t or 

the assumption on the p a r t of Mr. Hartman's coun s e l t h a t he 

s t i l l had not made up h i s mind whether he wanted t o 

p a r t i c i p a t e or not a t the time o f the d e p o s i t i o n . 

I submit t o you t h a t i f he had not made up h i s 

mind whether he wanted t o p a r t i c i p a t e , he would not have 

h i r e d our f i r m i n August of '87 when we f i r s t found out 

t h a t he p r o b a b l y had n o t been pooled p r o p e r l y ; he would not 

have h i r e d us and a u t h o r i z e d us t o f i l e the a p p l i c a t i o n t o 

reopen the h e a r i n g s . Those d e p o s i t i o n s were m a i n l y 
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c o n c e r n i n g the l a w s u i t t h a t was g o i n g on i n Lea County, 

which was f o r an a c c o u n t i n g because of the d r a s t i c changes 

i n the revenues on the 2 and 3, and the d r a s t i c i n c r e a s e s 

of t he o p e r a t i n g expenses. But those p o i n t s are not 

m a t e r i a l t o the i s s u e s b e f o r e the commission now. 

What we have i s c l e a r and co n c i s e o r d e r s of the 

commission. They w o u l d n ' t have been w r i t t e n t h a t way i f 

t h e y weren't i n t e n d e d t o be f o l l o w e d . I t i s c l e a r t h a t 

compliance d i d n o t occu r . I t was c l e a r t h a t when Mr. Olsen 

found o ut t h a t he had t h i s a c t i o n , or t h i s p o t e n t i a l 

a c t i o n , he a c t e d on i t by f i l i n g the a p p l i c a t i o n f o r the 

r e h e a r i n g s . And I f e e l t h a t the a c t i o n s of the d i v i s i o n on 

reo p e n i n g the case were e n t i r e l y p r o p e r , and I t h i n k the 

commission s h o u l d g i v e the same r e s u l t i n o r d e r i n g s t r i c t 

c ompliance w i t h the two f o r c e d p o o l i n g o r d e r s . 

Thank you. 

COMMISSIONER LEMAY: Thank y o u , Mr. E z z e l l . 

Mr. C a r r . 

MR. CARR: May i t ple a s e the Commission, I would 

submit t h a t the reason Mr. Olsen i s e x a c t l y where he was 

s e v e r a l hours ago i n c o n t e x t of t h i s h e a r i n g i s because he 

hasn't p r e s e n t e d any ev i d e n c e . He hasn't b r o u g h t a n y t h i n g 

b e f o r e you f o r c o n s i d e r a t i o n . You've heard Mr. E z z e l l 

s t a n d b e f o r e you and say, "Gosh, Mr. Olsen r e a l l y wants i n 

the w e l l . He's h i r e d my f i r m t o get me i n . " And y e t not 

HUNNICUTT REPORTING 
SUSAN G. PTACEK, CCR 



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 

172 

a t any time has he ever suggested t h a t he a c t u a l l y wants --

what he i s s q u a b b l i n g over i s a r i s k p e n a l t y a f t e r he l e t 

Doyle Hartman i n good f a i t h i n c u r the r i s k . He s a t back 

and he has done n o t h i n g t o a s s i s t him, and now he wants t o 

reap b e n e f i t from h i s own i n a c t i o n . 

I am moving a t t h i s t i me t h a t the a p p l i c a t i o n s 

of Howard Olsen be d i s m i s s e d . And I have f i l e d a 

memorandum s e t t i n g f o r t h the l e g a l a u t h o r i t y i n s u p p o r t of 

t h a t memorandum. I t h i n k i t i s i m p o r t a n t f o r you t o 

re c o g n i z e t h a t t h e r e are o n l y two p r o v i s i o n s i n the o r d e r s 

a t i s s u e t h a t Mr. E z z e l l i s c i t i n g as the p r o v i s i o n s which 

Mr. Hartman has t e c h n i c a l l y v i o l a t e d . 

One o f those p r o v i s i o n s r e l a t e s t o p r o v i d i n g 

i n f o r m a t i o n a f t e r the w e l l i s d r i l l e d so the reasonableness 

of a w e l l c o s t can a c t u a l l y be d e t e r m i n e d . That does not 

r e l a t e t o the q u e s t i o n we have p r e s e n t e d t o you here today. 

That q u e s t i o n has been r e s o l v e d . The q u e s t i o n s about the 

reasonableness of the w e l l c o s t s have come up, a u d i t s have 

been run and t h a t i s behi n d us. The q u e s t i o n here i s do 

you s e t a s i d e t h i s o r d e r , and do you have Mr. Olsen come i n 

and p a r t i c i p a t e f r e e of a r i s k p e n a l t y ? There i s o n l y one 

q u e s t i o n t h e r e , and t h a t q u e s t i o n i s : Because of the 

t e c h n i c a l f a i l u r e t o p r o v i d e an AFE a f t e r the o r d e r was 

e n t e r e d , has he been somehow p r e j u d i c e d , based on the 

a u t h o r i t y s e t f o r t h i n our memo, t h a t you now should set 
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your o r d e r aside? 

I t h i n k t h a t ' s an absurd p o s i t i o n t o t a k e . 

Because w h i l e he stands here and says he d i d n ' t get i t 

a f t e r t he o r d e r , and he suggests maybe we ought t o have 

t o l d Hartman t o t i g h t h o l e i t and not t e l l you i t was 

spudding, which i s r i d i c u l o u s . But he says of g e t t i n g the 

AFE a f t e r t he o r d e r , he got i t f i r s t . 

I f you l o o k a t the l e g a l a u t h o r i t y b e f o r e you, 

what Mr. E z z e l l had t o shown you today was t h a t t h i s 

f a i l u r e somehow p r e j u d i c e d Mr. Olsen. How c o u l d i t 

p r e j u d i c e him? He had the i n f o r m a t i o n . He admits t h a t we 

were i n good f a i t h t r y i n g t o n e g o t i a t e some s o r t of 

arrangement f o r the v o l u n t a r y development of t h i s p r o p e r t y . 

Somehow today he suggests t h a t the o r d e r ought t o be s e t 

as i d e because o f p r e j u d i c e . We have shown you t h a t he had 

the AFE; he had the i n f o r m a t i o n t h a t he needed; t h a t we 

t r i e d t o work a d e a l w i t h him; t h a t we a t t e m p t e d t o 

c o o p e r a t e ; t h a t we co o p e r a t e d when he wanted i t or n o t ; we 

have t r i e d t o send the i n f o r m a t i o n and he wo u l d n ' t even 

accept h i s m a i l . And y e t , somehow, he was p r e j u d i c e d . 

W e l l , i f he was, we are back where we were two hours ago 

and t h a t i s he i s p r e j u d i c e d because he d i d n ' t do a n y t h i n g . 

On the o t h e r hand, t h e r e are some b e n e f i t s i n 

t h i s as we have show you today. He a c t u a l l y w i l l be 

b e n e f i t e d i f he was f o r c e d p o o l , because a l l of the 
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a c c o u n t i n g i n f o r m a t i o n and the c a l c u l a t i o n s showing where 

he would s t a n d on the payout s c h e d u l e , f o r c e d p o o l and 

s t a n d i n g alone and h a v i n g t o s e l l a t the spot market p r i c e , 

a l l of t h a t shows you t h a t he wasn't p r e j u d i c e d . This 

a c t i o n , i n f a c t , would b e n e f i t him. 

I t ' s p r e t t y s i m p l e . There i s one i s s u e . The 

is s u e b o i l s down t o a l l of t h i s -- t o one t h i n g : Was 

Mr. Olsen p r e j u d i c e d by h a v i n g the AFE b e f o r e the or d e r 

p o o l i n g the l a n d was entered? I t h i n k the answer c l e a r l y 

has t o be known. W i t h t h a t b e f o r e you, we submit you have 

no c h o i c e b ut t o g r a n t the mot i o n and d i s m i s s these 

a p p l i c a t i o n s , so s i x years a f t e r t h i s s t a r t e d we can 

f i n a l l y p ut t h i s m a t t e r a s i d e . The lands can be po o l e d . 

Olsen can be b e n e f i t e d from h a v i n g h i s l a n d pooled and 

g e t t i n g the b e n e f i t s of the e f f o r t s t h a t Mr. Hartman has 

t a k e n . We can get t h i s m a t t e r b e h i n d us and get on t o 

o t h e r bus i ne s s . 

I move t h a t the a p p l i c a t i o n s o f Howard Olsen be 

d i smi ssed. 

COMMISSIONER LEMAY: Thank you. Mr. Carr. 

I t h i n k we s h a l l -- are t h e r e any o t h e r 

s t a t e m e n t s or comments i n the case — or s t a t e m e n t s i n the 

case? We're go i n g t o deny your motion and take the case 

under advisement. 

I s t h e r e a n y t h i n g e l s e t h a t -- you're l o o k i n g 
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l i k e you want t o say --

MR. EZZELL: E x p e c t a n t l y ? Yes, s i r . To the e x t e n t 

t h a t t he commission w i l l be u s i n g and r e l y i n g on t h i s 

memorandum, s i n c e I have not had a chance t o see i t , I 

would l i k e an o p p o r t u n i t y t o respond t o i t w i t h i n 10 days, 

something l i k e t h a t . I don't know whether -- i f you are 

de n y i n g the m o t i o n , you may be handing t h i s back. 

COMMISSIONER LEMAY: I t h i n k we w i l l keep i t . Let me 

w i t h d r a w what I j u s t s a i d about d e n y i n g the m o t i o n . I need 

some l e g a l a d v i c e . 

MR. STOVALL: I t h i n k what the chairman r e a l l y meant 

t o say was t h a t he i s not a t t h i s time a c t i n g on the 

m o t i o n , and the y w i l l t a k e the a p p l i c a t i o n of Mr. Olsen and 

the m o t i o n t o deny t h a t a p p l i c a t i o n or t o d i s m i s s t h a t 

a p p l i c a t i o n under advisement t o be r u l e d upon a f t e r the 

commission has a chance t o r e v i e w i t . 

MR. CARR: Mr. Chairman, we would hope t h a t the 

memorandum t h a t has been p r o v i d e d would p r o v i d e you w i t h 

some guidance as t o the l e g a l framework w i t h i n which you 

can e v a l u a t e the f a c t s we have p r e s e n t e d here today. 

Whether you deny our mot i o n t o d i s m i s s , or whether you deny 

Mr. Olsen's a p p l i c a t i o n . 

COMMISSIONER LEMAY: I guess t h a t ' s what I was g e t t i n g 

a t . Were you l o o k i n g f o r an immediate r u l i n g from the 

bench a t t h i s p o i n t i n time t h a t the mot i o n would -- t h a t 
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we u p h o l d your m o t i o n and d i s m i s s the Olsen a p p l i c a t i o n ? 

MR. CARR: As w i t h a l l motions we would l i k e as 

e x p e d i t i o u s r u l i n g as p o s s i b l e . 

COMMISSIONER LEMAY: What I was t r y i n g t o say i s t h a t 

we weren't g o i n g t o r u l e from the bench t o s u p p o r t your 

m o t i o n . However, we w i l l take t h a t m o t i o n , as w e l l as 

o t h e r evidence i n the case, under advisement. You 

c e r t a i n l y have an o p p o r t u n i t y , p l e a s e , t o respond t o the 

memorandum i n s u p p o r t t o d i s m i s s the a p p l i c a t i o n . 

MR. EZZELL: My i n i t i a l response would be t h a t t h e y 

s h o u l d n ot be a l l o w e d t o submit i t , because they quote 

e x t e n s i v e l y from the o r d e r on the r e h e a r i n g , which i s a 

p a r t of the r e c o r d t h a t t h e y would not l e t me i n t r o d u c e and 

i n c o r p o r a t e . 

MR. CARR: That i s r i d i c u l o u s . Mr. E z z e l l doesn't 

u n d e r s t a n d the d i f f e r e n c e between the r e c o r d and an or d e r 

t h a t i s p u b l i c r e c o r d and any of us can r e f e r t o . I t ' s 

j u s t s a y i n g i f I don't get t o admit the examiner 

t r a n s c r i p t , t h a t we have t o p r e t e n d t h a t o r d e r s were 

e n t e r e d p o o l i n g the l a n d . 

MR. EZZELL: Mr. Ga l l e g o s p o i n t e d out t h a t i n a 

h e a r i n g de novo we a c t as though the o r i g i n a l h e a r i n g d i d 

not occur a t a l l , t h e r e f o r e t h e r e c o u l d not have been an 

or d e r f rom i t . 

COMMISSIONER LEMAY: I'm not sure t h a t I ' d go 
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f a r t h e r . I t h i n k t h a t i f t h e r e i s an o r d e r , t h a t the order 

stands on i t s own. I t ' s an or d e r and p u b l i s h e d o r d e r . Put 

my u n d e r s t a n d i n g was t h e y were r e f e r r i n g t o the evidence 

p r e s e n t e d i n the case. That was not a u t o m a t i c a l l y a d m i t t e d 

i n t h i s case. The o r d e r i t s e l f I t h i n k has t o stand 

because i t ' s a v a l i d o r d e r . 

MR. STOVALL: Mr. Chairman, I can recommend t h a t you 

are p e r f e c t l y w i t h i n your r i g h t s t o accept the b r i e f and 

o f f e r Mr. E z z e l l the o p p o r t u n i t y t o respond t o t h a t . I t ' s 

l e g a l argument. I t ' s n ot e v i d e n t i a r y b u t i t ' s l e g a l 

a rgument. 

COMMISSIONER LEMAY: I t h o u g h t t h a t ' s what we were 

d o i n g . I t h i n k we accepted the c h r o n o l o g i c a l s t a t e m e n t of 

key f a c t s t h a t you p r e s e n t e d . I t h i n k I accept t h i s under 

the same g e n e r a l -- what do you c a l l i t ? -- c a t e g o r y . I t ' s 

not evidence b ut i t ' s something t h a t we can c o n s i d e r , 

r e a l l y c o n s i d e r . You can c e r t a i n l y respond t o t h i s ; and i f 

Mr. Carr or Mr. Gal l e g o s want t o respond t o the 

c h r o n o l o g i c a l s t a t e m e n t of key f a c t s , he's p e r f e c t l y -- h i s 

r i g h t t o do so. 

MR. EZZELL: What time frame? 

COMMISSIONER LEMAY: Seven days. Can you do t h a t ? 

10 days? 

MR. EZZELL: 10 would be g r e a t . 

COMMISSIONER LEMAY: We w i l l l e a v e the r e c o r d open 

HUNNICUTT REPORTING 
SUSAN G. PTACEK, CCR 



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 

178 

f o r 10 days. 

MR. STOVALL: Mr. Chairman, I make one recommendaMon 

j u s t i n terms of you made the st a t e m e n t t h e y can respond t o 

the s t a t e m e n t of key f a c t s . I t h i n k t h e r e i s a d i f f e r e n c e 

i n the n a t u r e of them. I t h i n k you can get y o u r s e l f i n t o a 

b r i e f i n g war. I would suggest t h a t you s t i c k w i t h 

Mr. E z z e l l 10 days t o respond t o the memorandum; and then 

i f Mr. Carr wants t o r e q u e s t a r e b u t t a l --

MR. CARR: Five w o r k i n g days a f t e r t h a t s h o u l d be f i n e 

i f we need t o . 

MR. STOVALL: J u s t leave i t on the b r i e f s . 

COMMISSIONER LEMAY: Thi s i s a b r i e f ? I s t h a t what 

t h i s i s , t h i s memorandum? 

MR. STOVALL: The memorandum i s a b r i e f . 

COMMISSIONER LEMAY: That i s a b r i e f . So t h a t c a r r i e s 

d i f f e r e n t w e i g h t t h a n t h i s I take i t . 

MR. STOVALL: The memorandum i s l e g a l argument. The 

o t h e r one i s j u s t s o r t of a guide t h r o u g h the maze of 

h i s t o r i c a l e v e n t s . 

COMMISSIONER LEMAY: I f t h e r e i s n o t h i n g e l s e , we w i l l 

have t h i s 10 and 5, and we w i l l t a k e the case under 

a d v i sement. 

(Whereupon, the h e a r i n g was concluded a t the 

appro x i m a t e hour of 5:35 p.m.) 

* * * 
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