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respectfully request hearing fram you as soon as poss:.ble concerning
your decision in this matter,

3
!

Very truly s,

Doyle Hartman



BEFORE THE OIL CONSERVATION COMMISSION,
NM DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES

IN THE MATTER OF THE APPLICATION
OF HOWARD OLSEN TO REOPEN CASE
NOS. 8668 AND 8769, LEA COUNTY, NM

OIL CONSERVATION COMMISSION HEARING

FEBRUARY 28, 1991
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BEFORE THE OIL CONSERVATION COMMISSION
NEW MEXICO DEPARTMENT OF ENERGY,
MINERALS AND NATURAL RESOURCES

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

11 Case 8668 Order - Compulsory Pooling 1-H



12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

10/1/85 Letter - Sutton to Olsen 8-0
10/4/85 Letter - Hartman to Olsen 9-0
10/29/85 Letter - Carr to Stamets -

NMOCD - enclosing Application -

Case 8769

11/11/85 Letter - Carr to Olsen 10-0O, 4-H

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

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

Case 8769 Order - Compulsory Pooling 2-H

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

4/17/86 Letter - Underwood to Working
Interest Participants, Davidson signed

4/17/86 Letter - Underwood to W.1.0.,
including Olsen, enclosing list of all
addressees

5/29/86 EPNG Notice to Sellers

7/18/86 Order (CV 85-369-J)
Hartman vs. El Paso Natural Gas Company

Lea County Lawsuit Billing Schedule
1/20/87 Verified Complaint for Damages
and Permanent Injunctive Relief (CV 87-72-J)
Davidson vs. El Paso Natural Gas Co.

10/6/87 Letter - Wilcox to Bowlby 12-0

11/9/87 Letter Bowlby to Olsen 13-0



28

29

30

31

32

33

11/16/87 Letter - Bowlby to Olsen

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

Payout Status of Carlson Federal 4 and 5
- - Assume Forced Pool
- - Assume Participation

Olsen Pricing July 1986 - February 1989
1/10/91 Order of the Division
Case No. 8668

1/10/91 Order of the Division
Case No. 8769
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Mr. R. Howard Olsen
Post Office Box 32279
Phoenix, Arizona 85016

Re: Carlson Federal Nos. 2 & 3
SE/4 SE/4 Section 23 (#3)
SE/4 NE/4 Section 26 ($2)
T-25-8, R-37-E
Lea County, New Mexico

Dear Mr. Olsen:

Reference is made to the phone conversations between your office and Jim
Burr of our office regarding the following for the above noted wells:

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

2. Pricing—at the time we assumed operations of the Carlson Federal
No. 3,  El Paso Natural Gas Campany arbitrarily lowered the price
fram the stripper price previously paid to Sun 0il Campany to an
approximate net price of $1.35/MCF. We have already discussed this
matter with E1 Paso and have requested that the price be restored
to the stripper price.

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

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



Mr. R. Howard €%
January 24,. 198%
Page 2 '

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

Thank you forycurop'nsidentimandplease let us hear fram you as soon
as is conveniently possible.

Very truly yours,

DAt——

DH/mh
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R. HOWARD OLSFN .
P.O. BOX 32279
PHOEMIX, ARIZONA 850416

GENTLEMEN,

IM REVIEWUING OUR ACLONEITYS i":ElZ?l’lZ!‘-’-’-"-f.ﬂ FEoAGTING SOHMEDULE, Y !:;HOIJ A
FAST DUE BRALAMCE Tt OUR 9D G0 rind apipd ., U7 TN DEVIER OF YOUR THVOICES
YOU FIND THAY WE UAVE «0OV QR RPLIED PROPER TOCUNEIYCATION, PLEGSE NOTIFY
ME. SHOULD ADDITIONAL ASIICTANDE DE NECESSARY I CLEARING UF THIS
QUTSTAMDIMNG PALANCE, FLECSE ( CFL FEER TO COMACT ME AT alNY TIsE.

YOUR PRCEMPT ATTENTION T3 THIG MATTOR IS VERY MUCH AFFFECIATED.

UTRCERRLY

OYLE HARTHAH, OIL OFERATOR

FATRICINA K. HURNS
COMTROLLER
. FLE-681-A01 4

ACCOUNTS RECCTVARLY 46 ING SCHEDULE FUR 20 OWMMER & 77448

CURRENT 30 -0aY 66-DAT  90-DAY
. o .:..: o)

$769.24 G040 «ARS . T3 $33 460 io7

NOV 2 3 1987
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Doyle Hartman
P.0. Bax 10426
Midland, TX 79702

RE: CARLSON FEDERAL #3
LEr OCUNTY, i MEYICO

Dxar Mr. Bartran,

In response to your letter of January 24, 1985 regarding the purchase of
our interest in the above said well, I have discussed your proposal with
Mr. Olsan and he feels the cffer is insufiicient.

Regarding the working intereet. inj-ziva [or tha sail well bmilon &0 aze to
stars, after much converastiocn batween cur aofTice: ca the correct amount,
we have acctired a ooy of the uriginal reratlog Agqreenent. according to
the said aureement, overlwad is to be Lilled &t $145.0C per wonth for each
drilling well for which ocur working interest is .25 percent.

Due to this information, please consicer this a demand for your check to
adjust the producing overhead in accordance witli tie perating Ajrecaent.
Also, invoices for September through December 1984 shouid pe adijusted to
reflect this changs. .
Your cocperation in this matter is appreciated.

tincerely,

= DEPOSITION
! EXHIBIT
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Mr. Howard Olsen
Post Office Box 32279
Huo_enix, Arizona 85018

Re: Proposed Infill vell
Carlson Federal No. 4
SE/4 SE/4 Section 23
T-25-S, R-37-E. .
lea County, New Mexico
(40-acre langlie Mattix)

Dzar Mr. Olsen:

Pzference is made to our previous commnications concerning cperations
2s to the langlie Mattix pool covering SE/4 SE/4 Section 23, T-25-S,
R-37-E, lea County, New Maxico. Please be informed that we are propos-
ing the drilling of an infill well on the captioned lease in order to
efficiently and effectively drain all remaining langlie Mattix gas
reserves under the SE/4 SE/4 Section 23, 'I‘-25—S, R-37-E, that will not
be €rained by the Carlson No. 3 well which is also situated on the
subject 40-acre preration unit.

Since the drilling of a new well is not covered by any exi.sting
screznent between the current owners of the subject lease, we invite you
to join us with your 25% working interest in drilling the proposed new
well. If you wish tc participate in the drilling of our proposed new
well, we will prepzre and forward to you an Operating Agreement for vour
review and spproval. We are enclosing with this letter an AFE covering
the cost of drillinc cur proposed Carlson No. 4 infill well.

In the event you 6o not wish to participate in the drilling of the
proposed new well, we further ofier you the following additional

options:

1. We again extend our offer of January 24, 1985 to purchase your nef
interest for $£22,500.

2. W®e will b2 hzrov to take a farmmout of your interest and drill the
well to earn a 70% net revenue interest.

smcewehopetospudthepropcsednewwellwxﬂunthewrtforty-fwe
dzys, we are at this time with all necessary. teg'ulato:y
procedures for the drilling of the subject well. . Therefore, we

2

H_ a0 -__‘h &TL;'&JS/ e

" EXD—. e
i e e o}

i
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. T S DOYLE HARTMAN  od . st 11402

St OIL OPERATOR

500 N. MAIN STREET
MIDLAND, TEXAS

AUTHORIZATION FOR EXPENDITURE AND DETAIL WELL ESTIMATE

LEASE NAME _C2¥1son Federal werL vo, 4 w.i, _100% of well Cost

LOCATION: _ SE/4 SE/4 Section 23, T-25-S, R-37-E

mu.uns INTANGIBLES: - PRODUCER OR
riling Cost 3,500 B 01215 pur oo 100866 ¥ 500

z. Day Work Teay s, R
7 3,800 , 3,800
3. Coring Service Well Surveys 8,400 B,400
4. Bits and Reamers - - - - - -

S. Tesling .
8. Directional Dristing % ‘5'0- ---
7. Fuel Water . 1200 6,500
8. Mud Mud Logging 8,100 8,100
9. Comenting Service Cement Floals 15,600 5,000
10. Company Labor Contract Labor 59,500 3,600
¥1. Surtace Damages and Right-of-Way 2,800 2,800
12. Digging Pits Filling Pits 1,200 ' 1,200
13. Pit Lining I.Sgg 1,500
¥4. Roads & Brigge UD‘—JE’ & Grading g, 8,000
15. Aciditho £8% Fracturing 2127 i Perforating 3000 106,000 - - =
16, ~ == 2,800
17. Tmckho Cost 2,900 1,500
18. Development Superintendence > days @ $20°0 _ /day _7,000 3,500
18. Rental Equipment 4,500 500
20. Swabbing and Testing 10,500 ---

21. Legal and Professional Expenses:

Product Price Determination 2,400 2,400
Regulatory Hearings____. Other 3,600 3,600
22.  Abstracts and Title Opinions 4,300 4,300

23. Geological, Geophysical and fand Support

24, Other Costs
25. Contingency @ 22 % 43,400** 20,500
. Tolal Intangibles 290,000 134,000
WELL EQUIPMENT:
2%. Casing 400 g o _95/8 @_8.50  perFr.
20200 pof 1 @_06.46  puFt. ’6 000 :
—gso0— 1 S — @ Per F1. : , _ _ 3.400
27. Tubing Ft.of e 2.63 Per Fi. 9,200 - - -
28. Casing Head 1,300 1,300
29. Xmas Tree or Pumping Conneclions 4,600 - - -
30. Pumplng Unil 19,500 - - —
31. Engine/Motor Conlrolier and Power System 4,500 - - -
32. Sucker Rods S.IOO - - -
3. Pump :,000 - -
3. Tank Battery :.600 - - -
- 35. Separalor or Dehydration Equip. 2,400 - - -
36. Meieriag Equipment - == - - -
37. FiowLines 1,900 - - -
38. Guards and Fences 2,300 2300
38. Other Cosis
40. Contiagency © -2 % 17,600%* : 1,000
Tolal Tangibles 100,000 R,000
90 &
' TOTAL COST OF WELL 330, 000 142,000
' Boward Olsen 14
; Share st % 97,500 35,500
REMARKS: __o5 Qur projectad cost for drilling and ccnpleting the proposed infill well is
—oi-a—-15%-eentingency—for-poasibie—problems;—the—tota}costtomesto -
—$350,000—fer—a—campieted—wells
Originaled by &344.1 Q. New—n Tie Engineex pate July 10, 1985
4 .
.Appwved Title Dale
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' CAMPBELL 8 BLACK. p.a...

LAWYEAS

JACK M, CAMPRELL
SRUCE O. BLACHK
MICHAEZL 8. CAMPBRELL
WiLLIAM F,. CARR
SRADFORD C, RENRGE
J. BCOTY HALL
PEYER N, IVES
LOURDLS A. MARTINCL2

July 19, 1985

HAND DELIVERED .

Mr. R, L. Stamets, Director

0il Conservation Division

New Mexico Department of
Energy and Minerals

Post Office Box 2088

Santa Fe, New Mexico 87501

Corrzon Tegl +Vo.

JEFFCRSON PLACEK
SUITE | - 110 NORTH GUADALUPE
POST OFFICE BOX 2208
SANTA FE, NEW MEXICO 87301
TELEPHONE: (SOS! 988-442)
YELECOPIEA: (SOS) 983-6043

Re: Application of Doyle Hartman for Compulsory Pooling, Lea

County, New Mexico

Dear Mr. Stamets:

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

.o Verly truly yo?r
: ) [}

r

william F. Carr

WFC/ba
Enclosure

cc: Doyle Hartman

R RS S

. D '&Yl[m!,“m
SEETIEE /j*AdeA£> e ﬁgﬁf;ﬁngagg
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JUL 2 2 1985
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BEFORE THE
OIL CONSERVATION DIVISION
. RECEVED
. NEW MEXICO DEPARTMENT OF ENERGY AND MINERALS
IN THE MATTER OF THE APPLICAITON biL CONSERVA”UN Y
OF DOYLE HARTMAN FOR COMPULSORY : ISIoN
POOLING, LEA COUNTY, NEW MEXICO. Case 8668
APPLICATION

Comes now, DOYLE HARTMAN. by and through its undersigned
attorneys and, as.provided by Section 70-2f17, N.M.S.A. 1978,
hgreby makes application for an order pooling all of the mineral
interests from the surface to the base of the Langlie Mattix
formation, in and under the SE/4 of SE/4 of Section 23, Township
25 South, Range 37 East, N.M.Q.M., Lea County, New Mexico, and in
support thereof would show the Division:

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

2. Applicant propoées to dedicate the abbve;rgferenced
pooled unit to a well to be drilled at a standard location of
said Section 2%.

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

25% working interest.



L
; S
‘e -.' -

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

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

WHEREFORE, applicant'prays that this: application b; set for
.hearing before a duly appointed Examiner of the 0il Conservation
Division on July 31, 1985, and that after notice and hearing as
required by 'law, the Division enter its order pooling the lands,
including provisions for applicant to recover its costs of
drilling, equipping and completing the wpll, its costs of
supervision while drilling ,and after completion, including
overhead charges, and imposing a risk factor for the risk assumed
by the applicant in drilling, completing and equipping the well,
approving the location of the wéll as proposed by applicant, and

making such other and further provisions a2s may be proper in the
. » '
premises.

Respectfully submittéd,

CAMPBELL & BLACK, P.A.

By 0%&14@4 Phastinz, r'W
William F, Carr ™~
Post Office Box 2208
Santa Fe, New Mexico 87501
(505) 988-4421

ATTORNEYS FOR DOYLE HARTMAN






CAMPBELL 8 BLACK., r.aA.

LAWYERS

JACK M, CAMPBCLL
BRUCE D. BLACHK
MICHALL 8. CamrprtLL
WiLLIAM P, CARRK
SRADPFOAD C. BCNAGEC
Jd. SCOTT maLL
SCTCA N, IVES
LOURNDES A. MARTINED

\\\

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. R. Boward Olson
Post Office Box 32279
Phoenix, Arizona 85018

Re: Case B€668:

Dear Mr. Olson:

l985.
above-referenced case.

-, waem W s e @ e --—---q—.-—.— - - =

1 1934 NuN13Y o1LsaNoa

we + = emerquenay

Enclosed is a copy of
Division Examiner hearings scheduled for Wednesday,
You have an interest which may be affected by

EAHIBLI

%

the docket

o

-a-

JEFFERSON PLACE
SUATE 1 « 110 NORTH GuABALUSE
‘s|sQgY OFFICE BOX 2208
Sll}JTA FE, NEX MEXICO 87501
«!m.:--o»a:: (SCS! 988-aaz)

‘ 'rti‘.:co--:-: 18C%) 683-6043

i

yuly 22, 1985

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

Y
N i -

Conservztion
Juely 20

for the

Ver}y truly yours,

Wllllam F. Carr
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DOYLE HARTMAN e
Ol Operator
800 N, MAIN
£.0. BOX 10426

MIDLAND, TEXAS 79702

1913) 684-4011 o %(:z-b&% e = o

A July’ 307 19857 L e
,491./.-')8[9_!,
Post Office Box 32279
Phoenix, Arizona 85018
' - C_uua@o-'-) )

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

Dear Mr. Olsen:

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

As I t01d your secretary, the compulsory pooling heanng has already
been ‘scheduled, but we will report to the New Mexico mlConservata.on
Division that you have ag'reed to farmout, provided we can have a
rrm‘t:ua.'l.ly acceptablé agreement.

The farmout terms w2 offer are as folJowé.-

1.

2.

3.

4.

_ Operator to drill a Langlie Mattix infill well on the above tract

within 90 days from the date of agreement.

Operator would earn a 70% net revenve interest in the new well with
Olsen retaining a 30% ovexn.dmg royalty interest, which would '
absorb the presently existing royalty burden of 12.5 &
(proportionately reduced).

Kights earned only in the event of production and would be limited
to a depth of 4000 feet.

Olsen would retain all presently owned interest in the Carlson No.
3 well located on the 40-acre proration.

Plezse let us hear from you so that we may advise the New Mexico Oil
Conservation Division of the resolution of this matter as soon as

- possible.
Very truly yours,
Rut.h Sutton
RS/dr
YRR fa
* QC - ot '\‘ ﬂ S |
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W witnesses.,
tire,
izv firr of Carpd

» »
r'r. PN

Bartman

DS,

Y

MR. QUINTANA: We'll call Case

MR. TAYLDE: The application of

for compulscry pooling, Lea County, New
]

The apnlicant has requested

ME. CARR: -- thie czs¢ De
MR. QUIKTENZL: Are there cotheor
If wnet, wouléd yma haves your

MF, CAPI': M. Txamaner, I hzve

tws witnessez: to bhe sworrn at  this

T am ¥William F, Carr wiihm the

1, a@mpesring or. behzli of Dorvle

{iitrecses sworn.)

n\
[

i

. CLRF: At tris tirme I call
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WILLIAM P. AYCOCK,

Ileinc called as a witness and being duly sworn upon his
cath, testified 2s follows, to-wit:
4
DIPLCT FXAMINATION

B’ MF. CAP?:

o Will vou state your full name and place
c{ residencet?

A william P. Aycock, Micdlaznd, Texss.

¢ Mr. }PycorcY, by whor. are you employed and
in what cepacity? ‘

? Py Doyle Hartrman irn connection with hi

erplicaticore filed as Case XNumter L6EE on Dockesr Numher 24,

Fi.

A ¥ave you rrevicusly testified before thi
Divieinn &r¢ had yvour credentiale zccepnted 2nfd made & matte
of record’

x I havre,

A AN heow were you cu2lified® a2t that tire?

2. fe & petroleur encirecer.
C tave you reviewes the anrlication file

:. I }-" Ve
¢ 2re voo fzmilicr with the sol:jecs eree
o
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(W)

an¢ the suliject cof the application?
A I am.
MK. CARR: Are the witness’
aqualifications acceptatle?

MER. OUINTRNA: They are. You

o Mr. BAycoTr, would you briefly state vhat

A Case B&EE2 is the applic

o™

tic. of Dovle

ilartnar for ccnpulscry pooling in Lea County, MNzv Mexice.

C Wouil vOou now refer to wnst hae bren mar-
hed for idenstificatinn 2: Kart=en Exriprit Numher Qne, ide=-

- ——

e m— e m—

—— e et ———
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6
mapr on the top of the Penrose Sand, which is the, as Mr,
Cuintana is probably aware, 1is the lower memher of the two
Cueen Sané memhers in this area.

"It is -~ it showe the dpproximate gas/oil
contact at a minus approx%pate depth of 2 ~-150 feet subsea
th:t runs to the wvest and the Upper Queen Sand pinchout over
tc the east, .realizing that the Uprrer (Queen is the upnrer cf
tre. two'preofucing intervals ard the Fenrose is the lower cf

th2 two intervals that produce in this arez from the lanclise

Mattiy,

z Thies exhibit &ls:z chow tre subiect eac-
reace.

3 It snows the suhlect acreage., It shovs
the pre-existine well, I+ shows th: provorses locaticn, and
the implicaticns ¢f =- it ®led shows the trace of Exhibic
Tv>, whichh will be & cross gecticorn tret will show i mere

lowr the =150 foo: 2pproxinate czs/ci! contzct we would  ex-
sct  the Penross to e esvheiantizlly ¢il pradective and Ao

extend bLeyorns Lthe =157 foot contour for 24 leacet one or tw

< Weild ynu nov refer to Kartr-an Exhibtie

Nurter Tw: and review this for the examiner?
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7
)8 Hartman Exhibit Number Two is crosc sec-
tion 2-A',the trace of which was previously indicated on Ex-
hibit One.
In discussing this exhibit I would 1like
tc rumber the wells beginninc fror. the lefthand side of the
. b

exhirit tc the rignt &s 1 throuch 5, on which Well NXeo. 1

wouls bé the Cities Dil and Gzs Dabbhs Nco. 1, located in Unit

wy

¥ ¢f Section 23, Township 23 South, Fange 37 Fast, &t &€
$rum the north line ent 665 feet from the weest line.
Vell Na. 2 wculd be the Cities Ci1 and

S&€  Dabbs No. 2, locatesd i Unit E at 2310 from tre ncootn

30 feet frorm the wees line,

L]

lire and

Yell Mo, 2 would e the E! Paso MFatursz!?
GCrrs Compony Carlsor Faferal Ro. 2, located €£0 feet fron the
eov<h line and 1930 faor fror the vwegt line 3in Unit V.

X
—
&y
L]
{3
b
]
9
[™]
o
U
(%]
e
™
A
‘ﬁ
—
I ]
-
v
ot ]
Al
)
HJ
]

Carlsor. Federal No. 2, locateld in Unit F, €60 feet fronm th

3d

ecorr lime a2nd €6C fe=. fror ¢he ezst line,

Ant Wsll Noo € owowld be the Anersda KHeess

- -3 - - - 2 { - ® - - -, - - . - . .
IZ2z Vimherly Moo 13, located in Unit M gt 23230 fest Irom the
gousn line ans 230 fe2t from the ves! line of Sexzizr 24,

facl thnt Wells ) znd 2 hrve Teen canverted o weter indec-

inm ovells, Vells 3 and & are gas mrofucirs welles, an? el
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&
S is an o0il producing well, ané that except for wWell No. 2,
2ll of these wells have been conpleted within the Langlie
Mzttix zone.
Vell Nc. 1 was spudced on the Octoder the
16tr, 1236, and completed.on November 28th, 1934, from an
o»rn  hole section between the éepths of 2,45C and 3, 241

fect in the Yates-Sever Ribers-Queen-Perrose farnc.

well No. 2 wase spudded on the 1Pttt of R~

$il of 1929, comzleted on the 9tk of Mzy, 193¢, from ar open
hole interval betwseen cepths cof 3,240 feet and 3,340 feet in

n
a

’
(4 d
N
z
v
”~
4
-

on%, connleted ¢ the Fth of Teceriner, 1657,

4
[

e,
'
()

1

1
N
Y

foratione belwesr derins of 2,424 feet and  2,44:

(]
(L)
0
*

° -

Weid Yoo, 4 wzs cerplieted on the 24th of
dey, 16 -= wze spudded, rpardcn re, on the 24:ih of Mav, 1¢57,
g-.7 comrleted on trhe 10thH 2f Surns, 1939, from arn grszn hols
irtervel tetween Cevthe ©f 2,847 fee: snd 3,173 feet, vhicr
irzivuies 2311 of the prodoctive intervels in the Lanslie-Mac-
iy Fonl at thaz lasasticn,

E-et w1l Mo, & woe gnedded on tte 20th ol
rav, 1283, ree-snufdes and cornlzted on the F7th of  May,
162z, trhrovgh porfaorations Letween depthe of 2,837 fees and
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,18¢ feet in the Queen-renrose section.

to

tvell Bz, 1 was not stimulated.

vell No. 2 was shot with 22C quarte
ritroglycerin. . -

Well Ng. 3 was sanC fraced with a

stagce job, includinc & total cf 20,500 gallons.

twe

vell iz, & wzs szndfoil fraced wis-

Vellt Mo, F pooentielel for 287 harrel
cil per day.

tvell XNo. 3 potentialed fnr 370 MOT
Gz,

Vell Nz, 4 potertialed Jer 20,750 MoT
acy.

And Hell ho, B potentialed for 1,340

. . s - - Y - - - - - .
Queer=-pPenrcse interval on lizverier 2222, 1

C,27¢ MNTF end as of varsh of 12%3 &2 curilative v

"
[y J
o |
o*
O

the
Iz hred¢ producel &¢ th=s tims £ cumulative qus prodaciiog

-1
*

LR
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12
of 3,322,050 barrels had been injected into this well.
- .. Well No. 2 was deepened from 3,300 feet

t

0
(1]
-

N
[
"

fect; -perforated from 3,106 feet to 3,208 feet arn:

ized and converted to a water injectior in the OQueen-

[¢]

gci

0

Penrose between depths of;ﬁ,los feet and 2,425 feet on the

g€Ltm of Novembher, 1209,

rated hetweon depthe of 2,190 &nd 3,205 feet and acidize:

s of Geoterer of 1953, rricr, just pric:
ts  4hne coamverstian te wzter indeciicon,  thiis well hES pro-
Cured & cumulztive veloms o7 1,813 MMNOT and ags of tzreh o

125 the well was indjected -- had had & cutwliative volums ¢

3,797,000 barrels of wzter irndensted inte i,

)

vell N, 3 wac == it hae been cormingales

s.
™
~
[14]
r*
m
“"n
fal
»
™
"
[n]

[
I
]l
t
o
*
]
e

te
-
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of mud with a 15 minute shut-in pressure of 135 psi.

There was an additional drill stem test
in the Jalmat interval between depths cf 2,250 and 2,300
feet, recovered 250 feet of heavily gas-cut mué with a 30
minute shut-in pressure of 1,103 psi.

b J

Wie would like the examiner to please nc-
tice the difference in cuality between those tests and the
Lanclie-Mattix ¢érill stem testg betweer. depths of 3,150 {cet
-/

rrirutes at 470 MCF per dzv, recovered 214 feet of drilling

N

[
"~
N

and 3,218 feet where cas came tc the surface ir

mué &nd had @& 32 minvte

[/ ]

hut-in pressure of €3& feet.

zlthounh the ghut-in precssre war
sctetentially lower thean in the second cof the two tests oo
the Jelreat, the profuctivity was marny fold crezter.

"It is our telief tased vroon the dazz Lhot

o) Mr. Avcack, will you now refer To M-,

Fermtman'e Exhinit Number Threc end review thie?

L



g b
o

B
-

‘.
i

A

S W W

O o 4 O W

10
11
12
13
14
15
16
17
18
19
20

21

23
24

25

12
A Exhibit Number Three is a larae scale ma;
cf 2a 9-section block that includes Section 23, Townehip 2!
South, Range 27 East, and all of the offsetting sections
both éirect and diagonal to it.

We woulqd call the Examiner's attention tc
the following:

There is a watered ou: producer, nramely,
the Santa Fe Erergy Company Carlson "2" No. 2, which is 1lc-
ceted in Unit L of Section 23, at a lccetion 2210 fee+t fror
the sdouth line and 330 feet from the west line.

Tne w2ll watered oot gnfé wzs riusced and
gvzndened o the 29th of Septenter, 1921,

The cuw-ulztive coi

waze 1,10¢ MMZF,

which has had a substantial amount of water irizsted inte

¢, that £till shows that the water is cocing into the -= i:-

to the 2zorie at these hiel rates a2nd ritretine and 4hie ig ¢
f&::orrto consider ir determining tre risk,

We would further l:vwe o noint out  trna
the existino preduce:, ths Doyle Yerte:r Corsos. == Cz:isds

lirne and €952 feet fror the €ast linec 12 Jrid ¥, is & n-otuc-
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1>

- inc well but it hes qgreatly infericr characterietics as cor-
pareéd to both of the offsetting Amerada Hess Vimberly, 1I&ez
Wimberly Wells, namely the Icda Wimberly Nc¢. 11, located 1980
feet from the south line an3d €6C feet from the west line in
Unit L, and the Ameradz Hfss Yd2 Wimberly No. 13, 1located

330 feet from the south line and.330 feet fror. the west

S OO I s w N

line, both of these in Section 24.

We would elss like to call the attention

of the Examiner to the fact that the wellhead shut~in pres-

10

>

sure for the Carlson -- Ezrtman Cerlson No, 3 is apmprosi-

1" mztely 506 psi. The preceures are very low and thie 1s es-

12 | gentially egquivalent to that indicezed on the Amerads wells

. 13 immediately tc the east,

T 14 This is gncthey feotor thzt resds 1o La
15

16 .lztive righte 2re ooirc to be rrotected, 3t wil

17

toe be virtually immediztely, otherwise tre derletin: will

18 have gproceeded to the pcint that there will ke no wry o

19 equalize the correlative richis situvation.

20

o wWould vou now fust briefly suriearize  the

21 conclusions that wvou can cravw fror the threw evhilice  voo

have presented?

23

) 3 I ca~ react. the renscorabhle eonslusicr:

24 from the data 2lready presernted In these exhihits ar e

25 fclloving:

cov. —

e - —— e

. e et % T————— ——— A & S " P
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1e

There is a good quality reserveoir in the

-Langlie Mattix zones. This reservcir substantially contains

gas at low pressure. As we hazve previously testified to the
Commission "and the Commission ie aware.- the drilling and
completion procedures at tbese lower pressures are very dif-
ficult, the reason being that with the water basted circulat-
ing fluid in the hole we tend to have @ifferential stickirng
of drill collars Gurinc the drilling phase and we're 2lsc
gsubject to the breakdown of the formation Quring the cemen<-
ing phase if areat care is no: exercices and lors of the ce-
ment into the pay zonc with consecuers impairment ¢f its ul-
timate producing capacity.

Also there is & witerfiood that is Dbeirnc

conducted alongy the

m

32 @f Lhe ces cap, 2f wa've shawn by

the two injection wells

W
rt
4

L are on Txhibit Two. Trhere's rne
way of Xknowing the loc2tizr of the weter among the twe
stringers in the Langlie Motiix: i.e, the Upper Queen ang
the Penrcse Sand. The likelihooZ
thicknees product, <the ralztion between those two for  the

tws 2zones has deterrmined hiow much ¢f the totel  arocurt ¢

water injected has gone irtc ezch. We dor't have any indi-
vidual éata on them, Trniere is N2 w2y €S quezc at hiw ruc?
wzter has core in each. So thefe hzs likely beer widesnraad

migraticn of water with & totsl! ©f cver E-rnillior, 1lot';

sce, about €-million barrecles of water, I Lelievs
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wasn't it, tots2l that's been injectesd here.

There's 2,322,000 ir one  well ang
3,797,000 in the other well. So we're talkinc abcut 7-mil-
lion barrels ©f water between those two wells, roughly,
that's beer injected into Eﬁe Lanalie Mattix zore.

So there is no way of knowing that --
where that water has miarsted to and we are less than & mile
avay from -- from the closest well 2nd about 2 mile and a
guarter to 2 mile and 2 hzlf zway frorm the furthest of those
twe injection wells 2t the proposed location.

C Are ycu rrepared to rake & recomterfaticor

tc the Examiner &s t> the risx ven

o]

1ty th2t should be assec-
sed aczinst any nonjoirins irnterest owv-erce?

A hiszeusge ©f the cormoun? rzture of

"+
y
m

riek factors Rere, my vecomrandation would re 200 percent,

c AnZ ycu're basing that con the low pres-

sure informaticn plus the w2 informaticsn.

ot
m
-

A Trhat's correct.

C In your crinion couvid MI. Foreran Cdrill &
well at this locrticn tha¢ would ret ke 8 commes-cis) sve-
cess?

A Yes, he couid.,

c vould youo now refer tc Fyhihit  Numhet

Four, didentify thet, &nf erplain whst it shows?

*
A CxLibit Nurtar Touar gre the curve:r, tha
—
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rressure performance cirves, . for the existinc Deyle Hartman

Carlson Nc. 3, loc

“h

-
e

(4]

ir Unit P cf Section 23, Townshirp 25
Sovth, Rance 27 East, and the tweo offsettino Amerada 1Ida
vimterly Wells, those being the ¥o. 11 and No. 13.
Thesc craphs are presented in the forrm cf
®
thes r2tic of subsurface pressure to coincident cormpressibil-

(% ]]

(4]
~

ity facter e&s 2 functicn ¢f cumulative cas preidv

ior.,

1
(A
b
O
o)
' d
4]

We would call the Fxaminer's zttern

the feot that for the Diovle Eartman Carlson o, 3 the sleops
is azprproximstely 2.2 MMOF per pei, while for the twe Amerada

welle, for the Ne. 1! well it's 12,

W

MMOF rer i, end for

s, 3 = 4"
vt Ica Wimterly Mo

13 it ie 1€.2 MMCF per psi.

So e re<ics hedtvezs LW

m

- _‘.._‘.
v EUTTEE W17

® - - - - - - e - - - L K = - h ] -y

naterrineg the relative tformzrnce ©f Tthess welle, s3vs thae
-3 es @ - - . - - - =1 & - - - - -
ithey're gzing to recnviz betwsen € and B timss the arount of
Y. - - . . e - . 1 - - 22 Y Y o s = -
vre thyt the Coyle %Horemza- Carlssn Ko, 3 will reccver, and
- - 1 ~—- - - Y X - = - - coa -
Llthoush thie entice e-ount cneld not Ye mafe vy bty hevinc &

- - % % = - - e = - - - - - : b )

T-re carpatle rrefuses frilled at the rroposel infill  leca-
2 e - - - - - - - " T2 - - - ~o - - -
tisn of B¢l feat fror the ecoth line &nf €20 feszt Iror the
¢ - Vgt e m- - - - i - &£ - - -4 - -—- .o
ezt lineg, @8t Jegfzt 2 rorilizn o ef 14 ceuld e made un by 2

< it you nov idertify FExhivir Numher
'.-' - .\'-é :
? Yavivie MMutier Fivo 2re the mroducrias
—
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histories in both tabular and graphic forr for all of the
wells that were shown on Exhibit Number Two; that is, the
cross section, and that includes a rate/time —-- conventicnal
rate/time curve where the logarithrm of monthly g&s rate 2s a
function of time is shown,rand also, the ratio of subsurface
pressure to coincident compressibility factor as a function
of cumulative cas production for all of these wells, This
information, we are not going to review it in detail in the
recor? unless the Exariner s5 wishses, but we previde it ¢o
hinmn so he will have a2ll of the consecuential date thzt sur-
rourds the wells irn the zres of the vropossed infill well,

C Vould you briefly summsrize why Mr, Ezrt-
man believes that an additionezl well on this acreasze must heo
drilled at thie time?

A The rezscn for the Arilling &t &all is, zs
we hzve szid, hecause of the disparity in correlative rizhus
that will occur if nothing is done between the Kartmar well

and the twe Amerads Winberly wells to the inmediate ezst,

po-
m
.—‘
-
™
n
r
"
"
o
"
”
-
J
"
vh
(4]
o
[
)
EN
f

The conseguent

[N
0N
1]

We have & very low reservcir prezsurce ans
if &zny tunnecesszry tirme ies wzsted in the redevelopment «c¢f
tne Hartman lease, thera will be no pressure lef: to avwiil
-- tc enadble him to remedy & porticn ¢f the underproduction

thnt has occurren.
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Iirn addition, 4in Unit T of Secticr 23 is
located the Wimberly 1, which is making some water, not a
iot but it is producing some water, further substantiatinc
the fect thai the large amount of water that has been in-
jected in that a2rea is fanning out over a widespread zrea.

®

Vec've 2lready discussed the fact that the

flope of theqp/z as & function of cum gas curves is radical-

ly different from the Hariman

e}
o
L J
[\
b

than it is from the two
vffsetting Amerade walls, There is not that much difference
i pay Ceveleprent, acs indicaled on the well logs, &2 theve-

fore they must be drairing roughly € tc 8 tines as much ares

elfectively as the Hartman well is.

The onlv way that liartnan end nis nart-
3 e ot Lhe Sinerzle owniTs €an be rratectad is trerefore
for hin to rvedfevelny the lezse with an additionsl wsll e-d

? Hartrazn ExRhibit Ffix s 2 letter froo wWil-
jian F. Carrc, Attcrrey for M-, Hartzan, tc ¥r, R, fouvard ot-
g in Phnenix, Arizone, ccnesrning Case Norter 80GR. It ir
-— conztitutes the f£orrmsl notificetion by Mr. arr of -- tc¢
rr Clgo~, whe is tre ather workine interesrs cwner, M.
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1%
cwner is Mr. R. Howard Clson, who has a 25 percent working
interest. |

(v) will Mr. Eartmsan call another witness to
review the efforts made to --

)% He will.,

»

(o] ~- gain voluntary joinder?

Mr. Avcock, what is the estimzted cost cf
th2 proposed well?

A The estimated cost of the propnsed well
includinz continagencies is $£32C,080 for a producing well and
$142,000 for a2 dry hele,

o hre these ccsts in line with the cosic
fer other sirmilar wells in the arez?

A Yes, thev're based orn Mr, Harimzr's con-
sifcraolie contemporary exrerience as the most zelive Cnere-

tocr throuahout this trend.

D
L

AnZ he has drilled other Langiiec HMattix

welle in this arez?

P Yer.,

o Eeve you rede &n estinzte of ihe onvrsrhes’”
&nd aéninistrztive costie to bes incarred while drilline  and
operztine the well?

F3 Yec.

< rre  theic charges and -- and wihiat  arte
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A $55C per mont® for a producing well and

€55C0 per month for a érilling well.

o) ‘Are these charues in line wit whas'e

14

t¢ing charged fcr other wells in the area?

A , Trey arg.

C would you refer tc., just identify, what's
been marked as Fihibit Kurber Seven?

A Exhibit Yomher Seven is 2 propossé mofel

forss operating agrezment date

(9N
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Doyle Bartrzn &s operator and verious joint cperatere.
'd) Lrf Goes this coperating acreezcnt rreovise

for thie §L257 & rmornth znd $5507 a2 month figures that you just

testified tn?

A It doce on paze R of thae adtrched Cnuz-,
urdzr nunligy --

L Arnd does --

- -- Secticn ¥o. 3, Overhead, Se:tian 1-3,
Tverher?  pBazie, oOperator shzll chrros the Scirt zccount 24




|
f SH5 ! again of the COPAS, under -- this was escalated. This has
[ been escalated essentially tc the sgame -- while this was an
‘83 agreement, it provides for escalation in Sectiecn 1-A-3,
{ it provides for esqalation within the contract.
This has been escalated to essentially

2 )
the same numbers as are on the previous agreement by virtus

& 060 Vi e w N

of the escalation clause contained within the accountinn

rrocedures.
: 9 o] , Does Mr. Hartman seek +o be designate?

10 | cperator of the subject well?

A n A He does.

S

~ 12 o) In your cpinon will granting thic arnii-
3 13 | zztion te in the best intsrest of corservation, ¢thz nroven-

14 | tisn cf waste, and the protection of correlatzive righss

22 | 1earned yastercay that ¥r, Olson ies probabdly goirna to fix-

15 A -Yesg, 1 bzlieve so,
1 16 Q " Does iMr. Hartman regu2st thas t=is crier
q 17 | vo expedited.
_l 18 A Ke does.,
J 19 0 Does ne have immefiate rlzars to oo for-
' 20 | ard with the development of this acreage?
{ 2t A Yes, he dces. Rz a natter ¢©f fzzi, v
|

23

out hig interest to M. Hartman,
24 We're here to razs:est the order az  pro-

25

tection for Mr. Hartmen sn that he can gn akead, Fvary ef-

)
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22

fort will be made to consummate the farmout agréement with

Mr. R. Howard Clson, ‘but in case something shculd happen
that that does not occur in a timely fashion, Mr., HKartman
would 1like to go ahead and be able to drill the well, and

that's the reason he's reguesting the forced pooling order.
Q . $ § tha: farmout aareement is consummate:

will Mr. Hartman immecdiately advise the Commission?
A He will,

o] '~ " Were Exhibits Ore thrcush Severn
by you cr corpiled under your cirection and supervisicn
A Theyvy were.

MR. CARF:
intc evidence

Quintanz, we would cffer

throuch Seven.
CUINTRNAL
Seven =- Exhibits Cme through Seven in Case £6&%5

tered into evidence,

ticorne.
CROSE EXNAMIKATION
EY MF. QUINTANA:
G orn cuestior. is orerating -- gunrerte
cperetina cost of §$8590 ang §55%C thzt you teok o©ff thes
cperating acreemernts, FExnibit Seven, were those voliuntar
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agreements?
A , Yes.
Q The other guestion 1 have is dealing with

the 200 percent risk penaltv factor.
Do vyou Dbelieve that the combination of
]

the influx of water in the area and the comhination of low
pressure and the risks involved with drilling low pressure
wells accocunt for the 200 percent penalty?

A Yes, =ir, 1 do.

Q Fver, thoug% that vou believe thuat it will
be a commercial producer?

A We hope it will ke 2 commercial producer,

yes, sir.

rezson thzt he's willing te do it at all is that he frele

thzt it will eisher be rrolably & &ry hole or, you know, &n

etiractive well, It will probably rot bz sometliding in bs-
tween,
Q Th=nl vcu.
MR, QUINTANN: Ko furilier quez-
tizne,

czll Rox Strand.

Chepen, e s s g Re e Am TiRNA T MW PR ¢ .
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being called as a witness and being duly eworn upon his
cath, testified as follows, to-wit:
‘ k J
"PIRECT EXAMINATION
BY MR. CARR:
Q Would you state your full name an? placc

of residence?

A Robert E. Strand; Raswell, New Mexico,
Q Mr. EStrand, by vhow are y>u expioysd &n°

in what capacity?
A I'r. an 2ttorney with the firm of Atw>nl,

Mzlcone, Mann, ané Turner in rRoswell.

o; Have you previosly testified befure thls
DRivieion?

A Yes, I have.

Q I prezaration for today's hearingy wha!
has Mr. EHazrtman as%ed you to ¢é2?

p 3 Mr. Hzrtmin hazs 2exel ma to 92 over cev-

tzin correspondence with Mr, Clson, &s My, Avcock has testi-

fied tc, &nd as to certein acreements in the chain of tit .

tc this particular learse, which have some bLearing on ths
case.
o I prepzring for tadzy's tezring heave v




35

teconme fomiliar with the flatus cf the ownership under the

subject 1lan3ds?

A Yes, 1 have,.

C An¢ would you review that for the Exami-
ner, please?

k]
A As Mr. Aycock stzted, a 25 percent inter-

o O WV s w N

ect in the oil operating rights urder the southecas: guarter
8| ¢ the southeast guarter cf Section 23 is owned by M-, =R,

Howard Olson.

B 10 The remrmainine 7% percent of suckh onerat-
= 1 ing rights are owned by Doyle Eartman.
: 12 "0 So the cnly interest thzt wauld bhe pooles

13| i~ this case is thaz 25 percent interest cf P. Howard Olison.

14 ) A That's correc:.

15 ) vervbody else is voluntarily irn,

16 A | Yes.

Ly} c 7 Is there an operating agreement in place

18 ccvering the subject acreage?

[ 19 2 ilot that we heve been atle tc dzrerming,
| 20 ¥»r. Carr. There are & couple of ag-eements thit warce pro-

'I 2

23

Al

24 they o not in fzot covar the eopsraticon of this lercc in th

25

b
o)
s
"
=f
")
]
id 4
3
[l




cover it.

Q hnd so withcut —- there is nc acreens::t
under which this acreage cculd be developed and therch: <the
interest of R. Boward Olson brought in.

| A : Not in ﬁy opinion, ro.

Q Have you reviewed the corresprondence an?

~l. ) wn » w ~

the efforts made by Hartman to obtain the voluntacy oinder

.

8 of R. Boward Clson?

& Yes, I have.

10 Q viould you refer to what hars bzen marked

11

for identification ae Hartman Exhibit Fight, didentify this,

12 | 2a2a briefly review it for Mr. Quintanz?
. 13 A Hartman Exhibit Mumber Tight connistr of
R 14 | certain correspondence with Mr. R. Howard Olsan, with S
151 o0:1 Conmpany: alsc includes a copy of the one agres—unt pro-

16 | vides by Surn 0il Company which I testified to ezriijer

17

Tn

m

first letter ie dated Jul:r 104,

18 - - - gy LY
1935, directed from Dovie Hartiman tc Mr. oward Cleir

19 lating to the propose3 well! on the land in guestisa that V&

20 Hartman proposes to drill.,

21 —

This letter includes as er exhibit thera-

to an AFE which also Mr. Aycock testified tz ralezins
23

this well; requested Mr, Olscn te doin ir the ériillnn =232

24 the well as to ki

an
N
(&)

rercent interest; alternativel
25

was an offer mide to rurchass that interest by
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or te tale a farmour fron him of such interest.
The neaxt letter is & letter fro. ‘Howard

Olswn, dated January 3lst, 19285, to Mr. Bartman, wherein Ve

tasically declines to accept any of these proposals, and in

this letter he makes reference to an operating agreemsnt cv
) 4
“hat he calls an origipal operating agreement: however, as 1
understans it, he ¢id not provide # copy of such acreeg~en’
wc #Mr. Harinan,
Thefe is followiﬁg 2 letter Azte? Carvary
z5+%, 1923, from Mr. Hartman to Mr. Olson again relasira te

o the well 20 be Avilie’ anfd  +hao

0
(1]}
a )
(ad
[+ 1]
(20
o
8
o |
4
3
v
"
[vS
v
[
n
r'

1683, from Sun Exploreticon and Frolduciion earmcanyy L Me,
Sarcman's office providing @ copy ©f a CErilling  eantino
which zllecedly covers this perticular trace. The consre:r

-

recites & leasé& which covers the tract inveolved: Rowsser, 14

gows on point ocut thzt there are only twe wells thr:s  gre
sthiect ¢ this 2gyreenant and wo have detervina’  thsd
neitrner ore 0f these wells 2re orn the tracte In:alive’, 53
it's rny ovinion thzt this perticular agreemsut proviiss oy

cf the ¢l opsrating rights whatsoever,
C: Vere othor conlacts or attamp!s rude 20

Giscuss  this matier with Mr, OQOlseo: other tha: vie'.'s o
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reflecteé in this corresponZence?

o S = Yes, that's ny understandinoa, <that's
there's been continuing discussicns by Mr. Hartman's staff
with Mr. Olson, culminating in the proposed farmout yester-
day by Mr. Olson, which we are hopeful will ke ccnsummate?

4
in the near future. ‘

. o

0 Mr. Strand, in your opinion and tasesd cr

your experience in working with matteres of this raturc hae

-

2 goo? faith effort been made by Mr., Hartman t-o o%tain ¢ha
vcluntary jocinder of R. Howard Olson in this prcject?

A Yes, 1 believe the customzrv stepr Loy
beern taken tc secure his participation or cther ceontraccual
arrancements relating tc €rillinc of the well, yes.

c Poes Exhibit Nuthesr Severn cortsir. fdooi-
m2ate that are kept as part of the coriinary dbusinese rscovie

of Mr. Bartman?

& Yes.

ME., CERR: Mr, QuintTn:z, 2°
this time we wouléd offer intc evidenc:z Martmaer Exnivis  Nu--
ter Eicht., I gai? Seven, 1 rezrt Eizht,

ME.  QUITTANA: Eyrhiris Numtreoo

Eight ir Case €665 will Ye enteres zc evicdense.,

vy Qirect examination of Mr. Strend.

Re QUINTRMNN: T ¥rve v eorfe
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T 1] tions of this witness. He may be excused.

2 MR. CARR: I have nothino

3| ther in this case.

P

MR. QUINTAMA: Cas

o

)
N
[
“0

be taken under advisement.
) 2

-~ O W

(Eearing concluded.)
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CEPTIFICATTE

I '] S?\:LY “:o BOYI’:‘. CoSoRa » DC HER?S‘

CERTIFY ¢that the foregoing Transcript cf Hearing before ths
R J

Cil Conservetion Divisicr. (Eg;;issécn) was rencried ty rwe:

that the szid transcrivt is a full, true, ans correct record

©of the hearing, fprerared by me to the best of my a>iiigy,
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CAMPBELL 8 BLACK. r.A.

LAWYERS

SACK M. CAMPOELL |

JEFFEASON BPLACE

SRUCE D. BLAC - ye ;
MiICHAEL B. e...-.“m.; 8[0@& §7%% T ¥ 'U!;‘t 1+ 110 NOATK GUADALUPE
wilLiam 7. CARR . , .(‘Hﬂrﬂxﬂ.f“&% ZposT orrict sox sro0s
SRADFORD C. BERGE. B I SANTA FE, NEW MEXICO 87501
:‘:::T:':::: TS Ve - &/Q&}C{ [-7 S . ¥ELEPHONE: 18O8) 888-a4a2

LOURDES A. mamTINEY

T wELECOPICR: IBOS! 983-8043

[ o] o3

August 13, 1985

‘Mr. Bob Pitske

.Bureau of Land Management

Post Office Box 1778

Carlsbad, New Mexico 88220

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

Dear Mr. Pitske:

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

If you need anything further concerning this application,

please advise.
Vei truly yo?r

William F, Carr

WFC/cdd
Enclosure

Ms. Hichelle Hembree

‘AUG 4 5 1985,
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“ DOYLE HARTMAN &7
Oll Operater

BO® M. MAIN
£.0. DOX 18420

MIDLAND, TEXAS 78702

L) 2t ..47_,0" .

Septenber 20, 19857

Mr. James P, Foraker . . .
1140 NW 63rd Street
Cklahama City, Cklahoma 73116
_Re; Carlson lease . -
SE/4 SE/4 Section 23 and
SE/4 NE/4 Section 26
T-25-8, R=-37-E :
Lea County, New Mexico

Dear Mr. Poraker:v

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

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

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

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

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

Very truly yours,
DOYLE HARIMAN
ylat A=
. Ruth Sutton
Landman
RS/mh

BEnclosures as above

Flelo8-528% 0

B P
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PARTIAL ASSIGNMENT
AND
- BILL OF SALE

KNOW ALL MEN BY THESE PRESENTS:

That R. HOWARD OLSEN '
Post Office Box-32279, Phoenix, Arizona 85016, hereinatter referred to
as "Assignor", for and in consideration of the sum of Ten Dollars
($10.00}) and other good and valuable consideratibn, the receipt and
sufficiency of which is hereby acknowledged, does hereby grant, bargain,
sell, transfer, assign and convey, unto DOYLE HARTMAN, Post Office Box
10426, Midland, Texas 79702, hereinafter referred to as "Assignee", all
of Assignor's right, title and interest in and to the 0il and Gas lease
described in Exhibit "A" attached hereto and made a part hereof INSCFAR
QNLY as said lease covers the lands and depths specifically described in
said Exhibit "A", and subject to the provisions of said Lease and to any
and all existing xoyalties, excess royalties, overriding royalty
interests or other payments ocut of production with which said lease may

be burdened,

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

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

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

R. Howard Olsen

THE STATE OF §
s
COUNTY CF s

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

Notary Public
My Commission Expires: :
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. “ AT ha
. R . . f:é:f?;é : E
i Foy oty . 2
Fom nu'..::m UNITED STATES i FORM APPROVED 3
Chovtente DEPARTMENT OF THE INTERIOR gD NO. 1004-0034 3
BUREAU OF LAND MANAGEMENT zelos Avmyst 31, 1903 3
. Leaase Sariol No. "-
TRANSFER, ASSIGNMENT, OR SUBLEASE NM-0766 3
OF OPERATING RIGHTS {N.OIL AND GAS LEASE Lesns elfective dsie
. . November 1, 1961 .
PART | . ;
3. Assignee’s Nome N %
Doyle llartman )
Addvass [include zip code) ‘
Post Office Box 10426, Midland s Texas 79702
The undersigned, as swner of 252 percont ‘z( epersting righls in the sheva-designsied ol aad gos lesss, hersby Wrenalers, sasligns, k
oad/er sublesses Lo the sasignee shown shove, the sparating rights In such lsese s spacified bolow, '
2. Describe the Iands allacled by his vnuln'. assignment, aad/er swblease (43 CFR 3101.2-3 or 3101.1=4) - v;
Insofar only as said lease covers the SE/4 SE/4 Section 23 and the SE/4 NE/4 :
::;;f‘"‘ 26, T-25-S, R-37-E from the surface to 4,000 feet as to oil rights 3
. .
b
- Les County, New Mexico .
3
l.:
- k:
]
3
,;,l
3. Spucily Interant or pescent of spersiing rights being conveyed (o assignes 1002 S‘
4. Specliy laterast or percent of operating rights being retsined by sssignor None
S. Specily everriding roysily interest being reserved by sssignor None E*
6. Specily everriding reysity previously sreserved of conveyasd, it sny 12.305% 5
7. If sny payments sut of production heve previously been cresled out of this interest, or If any such payments sre being reserved under this X
tesnsler, sssignment, of sublasse,.sttach statement giving full detsils ss (e ameunt, methed of paymeni, snd sther perlinent larms o9 8
provided undve 43 CFR 31086, 3
W is sgreed’ihat the obliguiion lo pay sny everriding roystiles or h}-onll oul of preduction of ell crested lLictein, which, when sdded to 1L
everridiag soyeliies of paymenis oul of preduction previsusly crestad and (e the reyaily peyable 1o the United States, sggregaie In excess of v,
17 1/2 parcent, shall be suspended whea the sverage preduction of oll per well per doy aversged on the monthly basis is 15 berrels or less.
VCERTIFY That the atal

1s made herein sra {rue, complate, and correct 1o the bast of my knewledge sad bellef ond are made n good faith,

Executed this * doy of 19

—P. 0, Box 32279
(Assigner’s Address) .

(A;-lgnor'l Sigasiure)
R. NHoward Olsen

—Phaenix, Axizana 85016 ;
(City) (State) (Zip Cede) °

Fitte 18 U.S.C., Section 1001, moken it 8 crime for any purson wnowingly snd williully (6 make te sny depsriment or sgency of the Unlted
Ueles any (slse, fictitious, (raudulent 3istemenis or represenistions o3 (o any metier within its Jurisdiction,

TIE UNITED STATES OF AMERICA

sasigament appreved ellective Dy

(Autherized Oilicer)

- (Tile) . (Date)
XOTE: This joros monv be seproduc e prvided that eopirs are exact sopraduciions an ene sbeet of bath sides uf thiz sfficiul farm in acconl . .X
- LA . " PEEE AN Y P p— /




i - © PART I U

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

A. ASSIGNEE CERTIFIES THAT the sssignee and il other poriles in Interest (as delined in 43 CFR 3100,0~5(b)) in this as- -

signment are: -

. <

United States;

Ciiizens of the Unlled Stales or qualifiad atien stockholders In o domestic corporstion; us'ocllllon of the
ot say Siate or Territory thereol; or municipalities.

Of the sge of majority in the State where the lands to be sssigned are localed,
. In compliance with the acresge Hmitation set forth in 43 CFR 3101.1-5 end 3101.2-4,

[

e rpee Byteeaiet

w,

ASSIGMEE AGREES Thst, wpon epproval of this transler of opersting rights and/or oparsting agreement {gubl by th

authorized officer of the Bureau of Land Management, he will be bound by the terms and conditions of ﬂu< lu::::)scr'!bc:
lg-ulu .u !o.lh.tlhﬂllllll covered by (his assignment, Including, bul not limited to, the obligation te esnduct all operations
ox the in d with the terms snd conditions of the leass, to condition all wells for proper shandenment,te

sesicrs the leasad lands upon completion of any drilling eperations es prescribed In the lesse, and to furnish and maintain
such bond as may be required by the lessor pursuant to the regulstions (43 CFR 3104.2).

¥

C. ITIS HEREBY CERTIFIED That the statements made herela sre true, complele,

snd correct (o the best of y
knowledge and belief and are made in good [sith, st ol undersigned’s

Execuled this dey of . 19 . '

P. 0, Rox 10426

(Assignae’s Addrass)

(Assignee’s Sigasture)
Doyle Uartman

aneem e Ay e e W A AT LS MR SR R WA Y RO G

Midland, Texas 79702 :
. (City) {State) (Zip Code). )
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{ STATE OF NEW MEXICO:
~. LK.ZRGY AND MINERALS DEPAmeL
OIL CONSERVATION DIVISION

%Qh& § WA S L

IN THE MATTER OF THE HEARING S
CALLED BY THE OIL CONSERVATION i‘*iﬁ”'“ Sk SO
DIVISION FOR THE PURPOSE OF D earieg Dore &R

CONSIDERING: ) H e o R A

F on AT

CASE NO. 8668 -
Order No. R-8031

APPLICATION OF DOYLE HARTMAN FOR

COMPULSORY POOLING, LEA COUNTY,
NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISICN:

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

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

FINDS THAT: _

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

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

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

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

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

et G AT S on LR S TRAS e
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Case No. 8668~
Order No. R-8031

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

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

(7) Any non-consenting working interest owner should be
afforded the opportunity to pay his share of estimated well
costs to the operator in lieu of paying his share of reasonable
well costs out of production.

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

{(3) Any non-consenting interest owner should be afforded
the opportunity to object to the actual well costs but actual
well costs should be adopted as the reasonable well costs in
the absence of such objection.

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

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

(12) All proceeds from production from the subject well
which are not disbursed for any reason should be placed in
escrow to be paid to the true owner thereof upon demand and
proof of ownership.
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Case No. 86¢ .-
Order No. R-8031

(13) Upon the failure of the operator of said pooled
unit to commence drilling of the well to which said unit is
dedicated on or before January 1, 1986, the order pooling
said unit should become null and void and of no effect what-
soever.

(14) sShould all the parties to this force pooling reach
voluntary agreement subsequent to entry of this order, this
order should thereafter be of no further effect.

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

IT IS THEREFORE ORDERED THAT:

(1} All mineral interests, whatever they may be, from
the surface to the base of the Langlie-Mattix Pool underlying
the SE/4 SE/4 of Section 23, Township 25 South, Range 37
East, NMPM, Lea County, New Mexico, are hereby pooled to form
a2 standard 40-acre oil spacing and proration unit to be dedi-
rated to a well to be drilled at a standard location thereon.

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

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

PROVIDED FURTHER THAT, should said well not be drilled
to completion, or abandonment, within 120 days after commence-
ment thereof, said operator shall appear before the Division
Director and show cause why Order (1) of this order should not
be rescinded.

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

(3) After the effective date of this order and within
90 days prior to cqmgegqing‘said yg}l,‘the‘operator shall
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furnish the Division and each known working interest owner

in the subject g?it an itemized schedule of estimated well
costs. !

(4) Within 30 days from the date the schedule of
estimated well costs is furnished to him, any non-consenting
working interest owner shall have the right to pay his share
of estimated well costs to the operator in lieu of paying his
share of reasonable well costs out of production, and any such
owner who pays his share of estimated well costs as provided
above shall remain liable for operating costs but shall not be
liable for risk charges.

(5) The operator shall furnish the Division and each
known working interest owner an itemized schedule of actual
well costs within 90 days following completion of the well;
if no objection to the actual well costs is received by the
Division and the Division has not ocbjected within 45 days
following receipt of said schedule, the actual well costs
shall be the reasonable well costs; provided however, if
there is an objection to actual well costs within said 45-
day period the Division will determine reasonable well costs
after public notice and hearing.

(6) Within 60 days following determination of reasonable
well costs, any non-consenting working interest owner who has
paid his share of estimated costs in advance as provided above
shall pay to the operator his pro rata share of the amount that
reasonable well costs exceed estimated well costs and shall
receive from the operator his pro rata share of the amount that
estimated well costs exceed reasonable well costs.

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

(A) The pro rata share of reasonable well
costs attributable to each non-consenting
working interest owner who has not paid
his share of estimated well costs within
30 days from the date the schedule of
estimated well costs is furnished to him.

(B} As a charge for the risk involved in the
drilling of the well, 200 percent of the

. pro rata share of reasonable well costs
attributable to each non-consenting working
interest owner who has not paid his share
of estimated well costs within 30 days from
the date the schedule of estimated well
costs is furnished to him.
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(B) The operator shall distribute said costs and

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

!

(9) $5,500.00 per month while drilling and $500.00 per
month while producing are hereby fixed as reasonable charges
for supervision (combined fixed rates); the operator is hereby
authorized to withhold from production the proportionate share
of such supervision charges attributable to each non-consenting
working interest, and in addition thereto, the operator is
hereby authorized to withhold from production the proportionate
share of actual expenditures required for operating such well,

not in excess of what are reasonable, attributable to each
non-consenting working interest.

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

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

be withheld from production attributable to royalty interests.

(12) All proceeds from production from the subject well
which are not disbursed for any reason shall immediately be
placed in escrow in Lea County, New Mexico, to be paid to the
true owner thereof upon demand and proof of ownership; the
operator shall notify the Division of the name and address

of said escrow agent within 30 days from the date of first
deposit with said escrow agent.

(13) Should all the parties to this forced pooling reach
voluntary agreement subsequent to entry of this order, this

order shall thereafter be of no further effect.

(14) The operator of the well and unit shall notify the
Director of the Division in writing of the subsequent volun-

tary agreement of all parties subject to the force pooling
provisions of this order.

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

STATE OF NEW MEXICO
- OIL _CONSERVATION DIVISION
Vi p

R. L. STAMETS

Director

SEAL

£4/






DOYLE HARTMAN
: O\l Operator
500 N, MAIN .
P.0. 9OX 10426

MIDLAND. TEXAS 79702

| (915) 684-4011

mmpmmrmggmm L sbbbsneg

| Cctober 1, 1985 - Ao
T it el S

=

Post Office Bax 32279 o ‘ -
Phoenix, Arizona 85018 : ' .

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

Dear Mr, QOlsen:

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

Asyouarenodoubtaware,we-havetriedireryhardtocanplywiththe
changes in your position as to this proposed well.

On July 30, 1985, the date of our hearing before the New Mexico Oil
Conservation Division, Carol from your office advised us by telephone
that you had decided you would farmout your interest. We then advised -
the NMOCD that we had your voluntary cooperation and wrote you a letter
setting out farmout temms, Overthenextfewweekslmdeseveralcalls
tot:ytoascertamifthetemswereacceptable.

later Mr. James Foraker called us and advised that you preferred to sell -
you interest to us. After we had made a firm deal over the phone,
including specifics for exchanging the executed assignment for our
Cashiers Check, I was surprised and amazed to learn that you would not
agree to execute the assignment because it included all of the acreage

 associated with the lease. This was especially strange in view of the

fact that I had previously furnished Mr. Foraker various materials to
' a:winceymofymrmxers}d.pofﬂ\etractin&ctionzs.

Sincecmsidenbletinehas-elapsed,webeheveth.xsmttersrmldbe
_hanaledasagreed
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Mr. Howard Ols "
October 1, 1985
Page 2 .

Please let us hear from you.

RS/mh

cc: Mr, James Foraker
1140 N. W. 63rd Street
Cklahaoma C_ity, Cklahama 73116

Very truly yours,
DOYLE HARTMAN
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RECEIPT FOR CERTIFIED MAIL

NO INSURANCE COVERAGE PROVIDED
NOT FOR INTERNATIONAL MAIL

(See Reverses)

T ‘.'°Howard Olsen

Straet and No

. 0. Box 32279

BRoEA I RE S 8na 85018

Postage

22

Certifiad Fes

.75

Special Delivery Fee

Restricted Delivery Foeo

Return Receipt Showing
to whom and Date Delivered

Retum receipt showing 10 whom,
Date, and Address of Delivery

TOTAL Postage and Fees

$1.57

Posimark or Dats

10-02-85

Carlsnn Fed Nn. Z-H, Nlaan
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o DOYLE HARTMAN .
’ OVl Operstor

800 N, MAIN
2.0, 80X 10826

MIDLAND, TEXAS 7.701 )

1913) 684-4011

CERTIFTED MATL—RETURN RECETPT REQUESTED bk £t L
October 4, 1985 '  HReTHANDS
- ' 2/2%)9)

Mr. Boward Olsen
Post Office Box 32279 ° ) -
Phoenix, Arizona 85018 .

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

Dear Mr., Olsen:

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

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

'Si:x:eweruveproceededingoodfaithwithmropentimsonthe&rlson

lease based on cur understanding that a firm agreement had been reached
with you as outlined above, we ask that you immediately acknowledge that

we indeed have a previously. negotiated and agreed upon deal for Doyle
Hartman to purchase 100% ofywrinterest:lntheCarlsmFederal lease

(SE/4 SE/4 Section 23 and SE/4 NE/4 Section 26, T-25-S, R-37-E, lea

County, New Mexico) with the consideration being Doyle Hartman's

Cashier's Check drawn by the RepublicBank/First National, delandinthe
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amount of $§50,000.00. In the event we do rbt hear from you by Friday,
October 11, 1985 acknowledging the above, we will turn this matter over
to our attorney, Mr. Robert H. Strand for further actipn. .

Very truly yours,
Doy]:-lla:man o
cc: Mr. Robert H. Strand :
"Atwood, Malone, Mann & Turner
"Post Office Drawer 700 . -
Roswell, New Mexico 88201 :

Mr. James Foraker
1140 N. W. 63rd Street
. Oklahoma City, Oklahama 73116
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CAMPBELL 8 BLACK, r.A.

LAWYERS

JACK M. CAMPRCLL
SAUCE O. BLACK
MICHACL 8. CAMPRLLL
WILLIAM 7. CARR
SRADPORD C. BERGE

" . BCOTT MALL
PCTCA N, IVES
MOURDES A. MARTINEZ

-
-

HAND DELIVERED

R. L. Stamets, Director

0il Conservation Division
New Mexico Department of
Energy and Minerals

State Land Office Building

Santa Fe, New Mexico 87501

Re:

.  ...

Corizen ~ezt e

L4 e il

JEFFERSON PLACE
SUITE ¢t = HIO NORATH GUADALUPE
,OSY OFFICE BOX 2208
SANTA FE, NEW MEXICO 87501
TELEPHONE: (S08)] 988-a4 )
TCLECOPILA: (BO0%) 983-804)

October 29, 1985

Application of Doyle Hartman for Compulsory

Pooling, Lea County, New Mexico.

Dear Mr. Stamets:

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

S,

Vefy truly y

WFC/cv
enclosures

(w/enclosure)
Mr. Doyle Hartman

cc:?

G Y

R4

: 'C'.J

. . [}
; \
F .

k

NOV 45 1985

o~
-
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REC
BEFORE THE EIVED,
0
OIL CONSERVATION DIVISION CT 291985
NEW MEXICO DEPARTMENT OF ENERGY AND nmsﬂ'fg“mv‘\mﬂ DIVISION

IN THE MATTER OF THE APPLICATION

OF DOYLE BARTMAN FOR COMPULSORY

POOLING, LEA COUNTY, NEW MEXICO. Case
. T e

= APPLICATION

Comes now, DOYLE HARTMAN, by and through his undersigned
attorneys and, as provided by Section 70-2—17,‘N.M.§.A. (1978),
hereby makes_application for an order pooling 211 of the mineral
interests from the surface to the base of tge La;glie M;ttix
formation, in and under the SE/4 of NE/4 of Section 26, Township
25 South, Range 37 éast, N.M.P.M., Lea County, New Mexico, and in
support thereof would show th; Division:

l. ’ Applicant owns or represents approximately 75% of the
working interest in and ﬁndef the SE/4 of NE/4 of Section 26, and
applicant has the right to drill thereon.

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

- 3. Applicant has sought 2nd obtazined either voluntary
agreement for pooling or farmout from 211 -other interest owners
in the SE/4 of NE/4 of said Secticn 26, except for R. Howard
Olson, Post Office Box 32279, Phoenix, Arizona 85018, owner of =2
25% working interest.

4. Said pooling of interests and well completion will

avoid the drilling of unnecessary wells, will prevent waste 2and

~hy



will protect correlative rights.-

S. In oréer to permit the applicant to obtain his just and
fair share of the oil ﬁnd gas underlying the subject lands, the
mineral interests should be pooled, and applicant should be
designated the operator of the well to be drilled.

WHEREFORE, applicant prays that this applicaiion be set for
hearing before a2 duly appointed Ex;;iner of the 0il Conservation
Division on November 21, 1985, and that after notice and hearing
2s regquired by law, the Division enter its order pooling the
lands, including provisions for applicant to recover-his costs of
drilling, equipping &nd completing the well, his costs of
supervision while drilling and 2fter completion, including
overhead charges, and imposing a risk factor for the risk assumed
by the zpplicant in drilling; completing and ezuipping the well,
apbroving thé location of the well as propesed by applicant, and

making such other and further provisions a2s mzy be proper in the

premises.

Respectfully submitted,

camPBELL & BLACK, P.A.

William F..Ca:r ~
Post Office Box 2208

Santa Fe, New Mexico 87301
(505) 988-4421 :

ATTORNEYS FOR DOYLE EARTMAN
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. i - EXHIBIT “D* o
CAMPBELL 8 BLACK. r.A ‘ -~
LAWYERS
SACK M. CAMPBELL SUADALUPE PLacE
. ] GRUCE O, BLACR ) ’ : . BUITE | = 11D NORTH BUADALYUPE
MICHALL 8. CAMPBCLL .
wiLtLiam 7, CAmE . A POST OFFICE 8OX 2208

SRAOroRD €. BERGE SANTA FE. NEW MEXICO 87301

9. 8COTY MaLL ¢« TELEPHONE: IBOS) BAB-aag!
PCTER . iveS o , _ »
JONN M, BEMIS ' TELECOPIER: (B30O3) B83-904a3

November 11, 1985

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

R. Boward Olson
Post Office Box 32279
Phoenix, Arizona 85018

Re: Case 876%: Application of Doyle Hartman for
Compulsory Pooling, Lea County, New Mexico.

Dear Mr. Olson:

Enc.losed is a copy of the docket for the 0il Conservation
Division Examiner hearings scheduled for Thursday, November 21,

.~ ~1985. You have an interest which may be affected by the above-
referenced case. .

© ) VZry truly yours,

William F. Carr -
" WPCfev -
enclosure

!

[ 2

Js Form 3800, Fab. 1982 U.$.G.9.0. 1384448014
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
1 OIL CONSERVATION DIVISION
STATE LAND OFFICE BLDG.
2 SANTA FE, NEW MEXICO
) ujW&fﬁ@a e 21 November 19B5
s £T m) )
4 f*%h B EXAMINER HEARING
| =
-8 *&buui‘@»_~,»~~ » J
6 b4
7
IN THE MATTER OF:
s .
Application of Doyle Hartman for CASE
9 compulsory pooling, Lea County, 8763
New Mexico.
10
1
12
13
14 | BEFORE: Michael E. Stogner, Examiner
15
16
TRANSCRIPT OF HEARING
17 -
18
19 APPEARANCES
20
For the Division: -~ Jeff Taylor
a1 Attorney at lLaw
Legal Counsel to the Division
2 Energy ané Minerals fept.
5anta Fe, liew Mexico 87501
23
24 | Por the Applicant: Willam P, Carr
Attorney at Law
a5 CAMPBELL & BLACK P. A.
P. O. Box 2208
Santa Pe, New Mexico 87501

L
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MR. STOGNER: The hearing will

come to order.

Call next Case Number 8769,

o "

which 1is the application of Doyle Hartman for compulsory
pooling, Lea County, New Mexico.

We will now call for appear-
ances.

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

MR, STOGNER: Are there any

other appearances?

Will all three witnesses please

stand and be sworn.

(Witnesses sworn.)

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

cath, testified as follows, to-wit:

}
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DIRECT EXAMINATION
BY MR. CARR:

3

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

A William %. Aycock, Midland, Texas.

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

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

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

A I have.

o} Are you familiar with the application

filed in this case on behalf of Mr. Hartman?

A 1 am.

Q Are yocu familiar with the subject ac-
reage?

A I am,

MR. CARR: Are the witness'

qualifications acceptable?

MR. STOGNER: They are.

Q Mr. Aycock, will you briefly state what

Mr. Hartman seeks in this case?

A Mr. BHartman seeks an order pooling all

j




s v et

..
et

10
11
12
13
14
15
16
17
18
19
20

21

23
24

25

5
the mineral interest from the surface to the base of the
Langlie Mattix Pool underlying the southeast quartar norih-
east guarter, which is Unit H, of Section 26, Township 25
South, Range 37 East, to form a standard 40-acre oil spacing
proraticn unit to be deéﬁcatad to a well to be driiled
theraon.

Q Bava vou prepared certain exhibits for
introduction in this case?

A I have.

o) Would you pl2ase rafer to what has been
marked for identification as Hertman Exhibit Number OCne,
identify this, and reviaw the information contained therson?

A Exhibit Number Cne is an acreage owner-
ship plat that shows the acreage in gquestion that 1is des-
cribed in the application. I+t shows the existing producing
well, the Doyle Hartman Carlson Federal No. 2, located 1980
feet from the north and 660 feet from the east lines of Sec-
tion 26, Township 25 South, Range 37 East, which is a Lang-
lie Mattix Pool producer that was tempcrarily abandoned in
January of 1973, and it shows the propocsed infill location,
the Doyle Hartman Carlscn Fedz2ral No. 35, to be located 1750
feet from the north line and 590 feet from the east line of
Section 26, Township 25 South, Range 37 East, and also to be

complated in the Langlie Mattix Pool.

In addition, it shows the nearby produc-
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ing wells that aré conseguent to this application as well as
showing the pre-existing lease that was put on for the 40-
acre proration unit that cémprises the southeast gquarter of
the southeast quarter‘of Section 23, that includes a similar
situation in which the original producer was the Doyle Hart-
man Carlscn Federal No. 3, located 660 feet from the south
and east lines of Section 23, Township 25 South, Range 37
East, in the Langlie Mattix Pool, and the infillo producer,
the Doyle Hartman Carlson Federal -- Carlson No. 4, lccated
990 from the south and 9%0 from the east line of Section 23,
Township 25 South, Range 37 East, in the Langlie Mattix
Pool, and a great deal of the testimony and the information
that will be presented in tccday's case has previously been
presented in that case and that case was Case --

MR. CARR: Mr. Examiner, that
case was Case 8668, which was --

A Right.

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

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

est owner being pooled in that case was Howard Olson, who is
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7
the same 1individual being pooled in this case pursuant <o

the terms of the identical lease arrang=ment.

s

MR. STCGNER: I will take ac-

ministrative note orf Case Number B6§538 and the subs2cguen:t Or-

®

(V)]

der R-3C31.

@]

Mr. Aycock, would you raview thz inform

Y]

tion on this exhibit as to the other wells in the immedizti=
area, and herz= 1'd ask that you focus on the futurs recover-
ies that are estimated fcr these wells.

A IZ you will note that the originail =-- the
8665 case is important as it establishes a predicata for the
rast of the information that will be presentad here, and you

will note that the necative raciprocal slope o

[ 1

t

b E
a C:

Ly
1]

gra

0

CEP/z &3 a functicn of cumulative gas production is 2.

~
w

MMC? per psi on the criginal well,

The reason that the Carlson Fedaral No. 4
was drilled was because of that low number for reciprocated
sign change slore of the BH?/z curve as compared to the
wells that basically offset both properties to the east and
southesast,

Thos2 prozerties are, with the indicated
nature of reciprocal slope of the BHP/z as a function cof
cumulative gas (not uncerstocé) the Amerada Hess lda Wimker-

ly No. 11, 1located 1980 feet from the south and 660 feet

from the west line of Section 24, Township 25 South, Range

)}
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East, in the Langlie Mattix Pool, located northeast of the
current application, the reciprocated sign change slope of

s

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

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

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

The reason for the ¢érilling of both the
Carlscn Fecderal 4 and the proposed Carlscn Federal No. 5,
which is the subject of this application, 1is because the
slopes of these curves and the fact that there is no produc-
tion on the 40-acre tract that is the subject of the current

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

|
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the curves fcr the wells to the southeast, east, and north-
east of the subject tract indicate that there is substantial
reserves still in the Langlie Mattix and, in fact, it is
being drained by the producticn from these wells, that foras

the pradicate for the application.
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tracts te adversely affscted?

A They will be because the raservoir pres-
sure is low enough that unless timely dasvalcepment occurs tha
reservoir pressure will be to the point that thers will be
no remalining reserves or their recovery would be prolonged
or impcssible, so that if it's not done rather exseditious-
ly, th2re's no sense in doing it at all.

Q Now 1'd lik=2 to direct your attention to
the prior pooling case and the acreage in the southeast

guarter cf the southeast quarter of Section 23.

[os
V3
[

Trhe origina

Langlie Mattix well on that
pool produced for some period of time, I believe.

A It did.

‘o] Do you have any idea wnat the prior pro-
duction from that well was?

A Yes, I éo, if you'll give me a moment to
refer to the hearing file for that hearing, 1 can tell you.

As of May lst, 1885, the cumulative prec-

‘I
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duction for the Doyle Hartman Carlson Federal No. 3, which
is located 660 from the south and 660 from the east line of
Section 23, Township 25 South, Range 37 East, was 1,496
MMCT, and it produced during the months of January throug!
April cf 1985 an average ;roduction of 36 MCF of gas per:
day.

0 Now, Mr. Aycock, has Mr. Hartman con-
cluded the Carlson No. 4 on that 40-acre tract?

A Yes, he has.

Q And what kind of a well has he been able

to make at that location?

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

0] Wculd you now refer tc what has been mar-
ked for identification as Hartman Exhitit Number Two and
icdentify this ané review it, please?

A Exhibit Number Two is a structure map on
top of the Penrose Sand. As the Examiner 1is aware, the
Langlie Mattix pool is composed of the Queen and ‘Penrose
zones and the top of the Penrose is adecuate to depict the
structural situation in the vicinity of the proposed loca-
ticn.

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

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

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

In viewing this mep you need to be aware
that the potential development matrix in this area for the
Langlie Mattix are twofold and both of these matters have
teen dJdwelt on in detail in the transcript of the previous
hearing, and I will not impose upcn the Examiner's time by
reciting those, but I would resguest that he take particular
note of the testimony in the -- in this previous case as to
the risk factors.

They are water procuction due to water
injection into the gas reservoirs in the vicinity of the
gas/oil contact located to the west ané southwest; and com-
pletion problems with the lcw reservoir presssures in both
the subject zcnes, thcse being the Penrose Sand and the
Cueen Sand. All cf these prcblens were discussed at some
length in the previous case and there is also the possibil-
ity in some of the wells that were drilled to the San Andres
of having water flow, cross flow, up from the San Andres in-
to any of these zones if they were not properly cemented or

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

A As was Eocumented in Case 86638 and was
aporoved by the Commission in the order, we recommend a 200
percent risk penalty for nonjoining parties.

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

A It does.

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

A Exnibit Three is cross saction BA-3A',
which is a north/south cross section, andé if you will refer
to Exhibit Two you will notice that it passes through the
pre-existing well that's on the tract that is the subject cof
this apgplication, and also includes both the pre-existing
and infill wells that were drilled on the southeast gquarter
of the socutheast quarter of Section 23 and were the subject
of Case B668.

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

gas at attractive rates; and it shows that the Hartman Carl-
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son Federal No. 4, which was completed in September 20:th,
1985, through perforations between depths of 2946 arnd 3151
feet, had an initial flowing potential of 577 MCF per day,
altheough it is located on the same proration unit with a
well that was producing --fproduced during the £first four
menths of 1985 at about 36 to 38 MCF per day, so this well
alcne illustrates that the hypothesis that there ars sub-
stantial remaininc commercially recoverable gas reserves in
both the Penrose and Queen porticns of the Langlie Mattix
Pool within the area of this application can be documente2d.

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

various rates from all of the wells and it has be2en cui:

[t

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

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

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

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

)
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east croés section that ties into Exhibit Three, cross sec-
tion A-A', at the previous producer on the acgplication
tract, that being the Dcyle KHartman Carlson Federal No. 2,
located 1980 feet from the north and 660 feet frcm the east
line of Section 26, Townshi; 25 South, Range 37 East.

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

Exnibit Four will serve to document simi-
lar type information to what has been discussed for Exhibit
Three, and that is that all of the wells for which the Lan-
glie Mattix zones have been tested within the area have prc-
ven to ke productive of either gas cr oil, depending ucen
the dates at which they were -- the wells to the northeast
were back in the thirties anéd cne of them was completed for
a8 gas well and another was completed for an oil well, the
first two on the cross section. The next two were completed
as o0il wells and the rest of them have bteen o0il and gas, but
you will find that basically in the area now that we're
talking about, gas is the remaining recoverable hvdrocarbon
product in both of the Langlie Mattix zones.

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

dic development of these Langlie Mattix zones in response to

I
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Q Would you now just briefly summarize tiae
conclusions you've reached concerning tais proposal ba::d on
your study of the immediate ar=a?

A The prop;sed location is on the flilarnk of
a small closure that 1s contained within a larger
north/south trend. The indications are that the pcrosity
ané permeability of the zcnes are gquits gcod when they'rs
prorerly stimulated, because tased upon the results that Mr.
Hartman has achieved a half a mile north on his Carlscn Fed-
eral 4, he is able to completez a new well that weculd make
577 MCF per cday cn potesntial when it's lccated cn the same
4C-acre tract as a well that's producinc 36 MCF per day from
the same zones.

We know that there is =-- that there 1is
the risk of some water prcduction in the area because of the
injection that has taken place to the northeast, in particu-
lar cn, at or about the criginal gas/oil contact for the
Langlie Mattix zones.

We know that the reservcir prassurz is
low, as we discussed, the shut-in wellhead pressure fcr the
existing Carlson Federal No. 2 of 164 psi, and as we delve
into at some length in the transcript of Case 8662, the pre-
sence of low reservoir pressures can lead to significant

risks in the drilling and comgletion of the wells.

|
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So my conclusion is the following: That
there are commercially recoverable gas reserves remaining in
the Langlie Mattix Pool at the area of the application weil;
that these reserves cannot be recoversd withocut redeveloop-
ment, based upon the experfénce a half a mile north with the
pravious Case B8668; that I would anticipate the prokability
that if a well is completed successfully in the Langlie Mat-
tix, it will be an attractive procucer, but there are risk
factors associated with the production that have to do with
the mechanics of drilling and completing wells in low pres-
sure reservoirs and the fact that you cannot define exactly
where the water that has been injected will go within these
zones. It probably will not be at these locaticns but there
is a possibility that you could produce significant water,
And as a result of all this, I recommend

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

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

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

on the cross sections that are Exhibit Three ané Exhibit

)
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The first cne that's presented iz ihe
Cities Service Dabbs No. 1, lJocated in Unit B of Section
23. As you will recall, it was the first =-- the lef:thand
well on zxhibit =-- on cross!section B-2', which was Exhibit
Feur,

You'll notice that prior to it being ccn-
verted to water injection as the langlie Mattix Cueen Unit
Nc. 3%, and deepened, that there is an apparent =-- starting
in 1953 there is an apparent reversal ¢f the esitablished --

well, 1it's actually kefore that, there was -- there was a

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

w
e
r

tuilt up until 195 -- we've got a skip here == ckay, the
first one's that available was in 1949; it's 528 psi, and
these are in reverse order is the way you have to view thern,
and the pressure did not decline very much and then it édrop-
ped rather rapidly, and the last one that was available was
back in '69%9, and it was 128 psi at that time, and vou can
review the rate/time curve and you will notice that there
is, since 1960, until it was -- until it ceased in 1663,
with the excepntion of 1964, it was -- it was a scmewhat er-
ratic but fairly uniform rate/time curve and there is a
pretty well established BHP/z trend that's =-- that would in-

dicate an extrapolated value of about somewhere in the

vicinity of 6.5 to 6.7 BCF original gas in place.
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The next one that's listed wculd 2 the

[

Cities Service Dabbs MNo. 2, which is now the Mcbil Langlie
Mattix Queen Unit No. 35, and it's located in Unit E cf Sec-
tion 23, and it's also been converted to water injection.

And sinc; it was an oil well, ther= ar=
rno pressures available and -- but the gas production i3
graphed from '53 through '§3, and you'll notice a very grad-
ual, fairly recular decline in gas prcductivity as would be
anticipated.

The next well is the Carlson Fecderal 1o.
3, the El Paso Carlscn Faderal No. 3, that is located in
Sectien 23, also, and that well has accumulated apcroxirmate-

ly 1.1 BCF cf gas frcm initial time through June of 3

[
[wi]

3,
and is prcducing at plus or minus 120 &2 180 MCF per mcnth.

It cdoes not show much decline on the
rate/time curve, and it shows a very cradual reciprccated
slope cf 4.3 MMCF per»psi on the BHP/z as a function cf cum
gas curve,

The next well that's taktulated 1is the
Hartman Carlson Federal No. 3, which is the pre-existing
well that was -- that is located -- it's the third well from
the right =-- left side of cross section A-A', which is Exhi-
bit Three, and you'll notice that that well, as of July lst,
1985, hacd produced approximately 1.5 BCF of gas and was pro-

ducing at about a million cubic feet a month, or a 1little
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over 30 MCF a day.

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

The next well would be the Ida Wimberly
No. 16, which we've previcusly discussed.

The 1Ida Wimkerly Nc. 1§ is lccated in
Section 25, Township 35 South, Range 37 East, and it n
precduced an accumulative preocduction cf 1.1§ BCF as of July
lst, 19385, and is prcducing at atout 100 MCF per mcrth; has

a well defined decline trand on the rate -- gas rata/:time

and has a reciprocated sign change slope fo the BHP/z as a

[}

function of cumulative gas gragh of 15.55 MMCF, indicating
that although the rates ars low it is ineffectively draining
a large area.

The next well is the Amerada Hess IZa
Wimberly No. 14, 1locatad in Section 25, Township 25 South,
Range 37 East, in Unit G. It has accumulated approximatelv
600-million cubic feet of gas as of July lst, 1985, =zand is
producing at about 900 -- producing between 900 and 10006, a
million cubic feet per month, and the rate/time curve indi-

cates a very regular, with the exception of the year 1983,

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

}
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a2 month average, and the graph of BYP/z as a function of
cumulative gas production yields a sign change raciprocated
slope o0f 8.5 MMCF per psi, indicating once again that al-
though it is declining at a low rate of decline, it is inef-

k3

fectively draining a ranhe:.large area.

The next well is the El1 Paso Natural Gas
Company Carlson "A" Federal No. 2, located in Unit M of Sec-
tion 25, Township 25 South, Range 37 East. It has accumu-
lated approximately 2.2 BCF of gas production as o¢f July
lst, 1585, and was prcducing at abcut 3.2 millicn cubic fa2%
per monti.

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

Then we have the Amerada Hess Ida Wimber-
ly WNo. 1, 1located in Unit A of Section 26, Township 25
South, Range 37 East.

The cunulative gas production is low. Wwe
did not add it up. It's an erratic downward curve <during
the time it was on producticn as far as the rate/time 1is
concerned and the BHP/z as a function of cumulative gas
curve has a reciprocated sicn change slope of only 3.58 MMCF

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

Yy
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area and was ineffectively draining it, as well.

The Terra Carlson Federal No. 1 ope-:.=:
by Doyls Hartman is located in Unit C of Section 26, Town-
ship 25 South, Range 37 East, and has a cumulated since ini-
tial production approximateiy 2.9 BCF of gas and was procuc-
ing between =~ has produced as high as 4-million cubic feet
per mcnth within the year pricr to July 1lst, 1983, andéd was
producing acproximately an average of around 3.3-millicn
cubic feet per month; has a cefinite downward, defined down-
ward trend on the rate/time curve and there is no BHP/z dats
available to plot a -- to cdetermine the slope of that curve.

The Santa Fe Energy Carison "B" 26 Nc. 4
is located in 26-I, 25 South, 37 East. It has accumulated
1.4 BCF of gas production as of July lst of 198S. It is
producing at between 560 and 720 MCF per month with a very
slight downward trend to the rate/time curve and with a ras-
ciprocated sign change slope of the BHP/z as a function of
cumulative gas curve of only 5.5 MMCF per psi, indicatincg
once again that it is not draining a very large area and 1is
not draining it very effectivel:.

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

A We are using the same AFE for this as we
did for Case B668, which indicates the cost of a producing

well at $390,000 and a éry hole at $142,000.
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Q Are these --

A And that is with contingencies. wWith a
routine well with no contingencies the drilling -- the com-

pleted cost would be $329,000.

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

A They're in line with Mr. Hartman's cur-
rent experience as the most active operator in the Jalmat-
Langlie Mattix trend at the present time.

Q Have you made an estimate of the overhead

and adnministrative costs to ke assessed while drilling tais

weall and also while --

A Yes.
Q -- producing it?
A $550 per month while producing and §5500

per month while drilling.

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

A For Case 8663, yes, they were.

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

A I do.

Q Mr. Aycock, does Mr. Hartman reguest to

be designated operator of the proposed unit and well?

Y
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A . He does.

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

A I believe it would.

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

A Yes, we will.

MR. CARR: At this time, Mr.

Stogner, we would offer into evidence Hartman Exhibits One

through Five.
MR. STOGNER: Exhibits Cne
through Five will be admitted into evidence.

Q Mr. Aycock, when does Mr. Hartman plan to

drill this well?
A As soon as possible. Wa'd like to com-
plete it before year end, if possible.

c And therefore do we request that the or-

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

MR. CARR: 1 have nothing fur-
ther of Mr. Aycock.

Y
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CROSS EXAMINATION

BY MR. STCGNER:

4

Q Mr. Avcock, on all the production sunm-
maries vyou've given me here, it would be easy to say this
proposed well would be of%satting some pretty good produ-
cers, would it not?

A ¥Yes,

Q Has Hartman in the past Jjoined anyboly
else 1in overhead chargss of $5500 while drilling and $53¢C
while producing?

A I'm not aware that he has but the reason
he hasn't, there just never has besen an occasion to do it.
Cf all the things he's been associated with for abocut four
of the six years that I've been doing work for him, the only
ones that have been an exception to this have been deep
wells; have been Morrow or Atoka wells, and those were, you
know, that's -- that is five or six year old history.

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

MR. STCGNER: 1 havz o further
questions of Mr. Aycock.

Is there anything further of

this witness?

y
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MR. CARR: Nothing further.
MR. STOGNER: Mr. Aycock may be

excusec.

MR. CARR: At this time 1I'd

call Miss Sutton.

RUTH SUTTCN,
being called as a witness and being cduly sworn upon her

oath, testified as follows, to-wit:

CIRECT EXAMINATION

BY MR. CARR:

o} Will you state your full name ané place
of resicdence?

A Ruth Sutton, Midland, Texas.

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

A By Doyle Hartman as a landman.

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

A Yes, I have.

c Are vyou familiar with the application
filed in this case on behalf of Mr. Kartman?

A Yes.

l
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Q Are you familiar with the subject ac-
reage?

A Yes.

MR. CARR: Are the witness'
qualifications accertable?
MR, STOGNZIR: They are.

C Miss Sutton, would you refer to what has
been marked for jidentification as Hartman Exhitit Number
S5ix, icdentify this, and review it for Mr. Stogner?

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

This acreage in this lease is the same
Federal 1lease as that in our Case 8€68, which we've talked
about earlier, and on July 30, the day before the hearing
for that case, Mr. Olson czlied¢ us and said he had decided
to farmout but subsequent to that, before we could send an
agreement, he decideé to sell all of his interest to Mr.
ttartman andé in this packet is a partial assignment aréd Bill
of Sale which was furnished tc Mr. Olson on September 20th,
'8S5; hovever, we still don't have that signed back, which
is, of course, why we're here.

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

don't have much contact. That's why we had to go ahead with
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our hearing, because we do have this well for our year-end

drilling plans and wouléd like to @rill it in (not under-

s

stood).

Q And if an agreement is received back from
Mr. Olscn you would immedia;ely advise the Division that the
pooling order --
A Yes, sir.
Q -- was unnecessary.
In your opinion has Mr. Haritman

made a good faith effort to obtain Mr. Olsen's voluntary

joinder in this well?
A Yes.

o} Could you identify what has been marked

&s Hartman's Exhibit Number Seven, please?

A This is a letter dated November 11 noti-

.

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

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

Yes.

n »

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

A Yes.

‘l
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MR. CARR: At this time, Mr.

Stogner, we would offer into evidence Hartman Exhibits Six

3

and Seven.
MR. STCGNER: Exhibits Six anc
¥
Seven will be admitted into evidence.

MR. CARR: And I have no fur-

ther questions of Miss Sutton.

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

MR. CARR: At this time I call

Bob Strand.

ROBERT H. STRAND,

being c¢alled as a witness and being cduly sworn upon his

oath, testified as follows, to-wit:

DIRECT EXAMINATION
EY MR. CARR:

o] Will you state your full name ané place
of residence?
A Kobert H. S=rand, Roswall, New Mexico.

Q Mr. Strand, by whom are you employed and

in what capacity?

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

)
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Malone, Mann, and Turner in Roswell.

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

A Yes, I am.

C What hé%e you been asked to do for Mr.

Hartman in regard to this case?

A As part of this casz2, as well as the
prior case, Cas2 8669, I belisve it is, I was retained by
Mr. Hartman to examine title to these leases and examina

various other instruments relating to tha2 lands involvad.

Q And have you made that revieaw?
A Yes, 1 have.
Q And you're familiar with ths applicaticn

filed in this case on behalf of Mr. Hartman?

A Yes, I am.

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

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

son.

0 Would you identify wnat has been marked

i}




10
1"
12
13
14
15
16
17
18
19
20

21

23
24

25

30
as Hartman Exhibit Number Six and explain to Mr. Stogner why
this dccument has been included in this -- in the exhibits

s

presented in this case?

A Mr. Hartman purchased his share of the
operating rights under this particular tract from Sun
Exploration and Production Company, 1 believe, in May of
1984.

At that -- subsequent to that purchase

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

tion raised as to what operating agreement, if any, was ef-

fective as to these lands. This particular contract, cesig-
nated as a drilling contract, being Exhibit Number Six, was

provided tc Mr. Hartman from Sun's files.

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

Q Yes.

A

From Sun Exploration and Production Com-
pany's files with some indication from them that they felt

that this was the operating agreement, as such, covering

these lands.

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

no formal operating agreement of any type covering these

lands.
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Q And so the way to bring this acreage in,
absent a new agreement with Mr. Olson, is to come seeking a
pooling order.
A Yes.
' MR. CARR: At this time, Mr.
Stogner, I would move the admission of Exhibit Number Eight,
which 1is a copy of the drilling ccntract about which Mr.
Strand testified.
MR. STCGUWER: Exhibit Number
Eight will be admitted into evidence.
MR. CARR: And I have no fur-

ther questions of this witness.

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

guestions of this witness.

§
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MR. STOGNER: If not, he may be

excused.

Anything further in Case 87697

MR. CARR: Mr. Stogner, I havs

a proposed order to offer and would raquest that you
dite the order in this case as soon as possible.

MR. STOGNER: Thank you,

Carr.

Mr.

MR. CARR: And I have nothing

further in this case.

MR. STOGNER: Does anybody els=

have anything further in 87697

If not, this case will b2

under advisement.

(Hearinc concluded.)

taken

Y
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CERTIFICATE

I, SALLY W, BOYD, C.S.R., DO HEREBY
CERTIFY that the foregoing!Transcript of Hearing beforzs the
0il Conservation Division (Commission) was reported by me;
that the said transcript is a full, true, and correct record

of the hearing, prepared by me to the best of my ability.
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a total depth of 414' with spud mud. Ran 11 joints (418.24') of
9-5/8" OD, 36 1b/ft, ST&C casing and landed at 414'. Cemented
with 200 sx API Class C cement containing 4% gel followed by 150
sx of API Class C cement. Plug down at 5:15 a.m. CST 12-11-85.
Circulated 80 sx of excess cement to pits. WOC 18 hours.
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- CONSIDERING: !

- NEW MEXICO

o ——— - -y S Baresmm Wb,

- €/ ENERGY AND MINERALS DEL’
s, 77+ OIL CONSERVATION DIVESION . .

. IN THE MATTER OF TEE HEARING

CALLED BY THE OIL CONSERVATION
DIVISION FOR THE RURPOSE OF

CASE NO. 8769
Order MNo. R-8091

* APPLICATION OF DOYLE HARTMAN FOR

CCMPULSORY PCOLING, LEA COUNTY,

-

ORDER OF THE DIVISION

" BY THEE DIVISION:

This cause came on for hearing at 8 a.m. on November 21,
1985, at Santa Fe, New Mexico, before Examiner Michael E.
Stogner.

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

- FINDS THAT:

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

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

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

(4) There are interest owners in the proposed proration

vunit who have not agreed to pool thfir interests.

(5) To avoid the drilling of unnecessary wells, to
protect correlative rights, to avoid waste, and to afford to
the owner of each interest in said unit the cpportunity to

- recover or receive without unnecessary expense his just and

fair share of the o0il in any pool completion resulting from
this order, the subject application should be approved by

O =g )]
(— -
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pooling all mineral interests, whatever they may be, within

said unlt.

; .
(6) ™he applicant should be designated the cperator of
the subject well and unit.

(7) Any non-consenting working interest owner should be
afforded the opportunity to pay his share of estimated well
costs to the operator in lieu of paying his share of reasonable
well costs out of production.

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

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

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

(11) At the time of the hearing the applicant proposed
that the reasonable monthly fixed charges for supervision while
érilling and producing should be §5500.00 and $550.00,
respectively, based on Division Order No. PR-8031, dated
September 27, 1985, which authcrized these charges as

"reasonable monthly flxed charges"”. .

(12) The evidence presented in this case and in Division
Case No. 8668, in which said Order Nc. R-8021 was subsequently
issued, is insufficient to support these proposed charges as
being "reasonable" and said rates should therefcre be adiusted
in the case to réflect a more reasonable rate.

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

(14) all proceeds from production from the subject well
which are not disbursed for any reason should be placed in
escrow to be paid to the true owner thereof upor demand and
proof of ownership.

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

(16) Should all the parties to this forced pooling reach
voluntary agreement subsequent to entry of this oraer, this
créer shall thersafter be of no further effect.

(17) The operator of the well and unit shall notify the
Director of the Division in writing of the subsequent voluntary
agreement of all parties subject to the forced pooling
provisions of this crder. -

IT IS THEREFORE ORDERED THAT:

(1) 211 mineral interests, whatever they may be, from the
surface to the base of the Langlie-Mattix Pool underlying the
SE/4 NE/4 (Unit H) of Section 26, Township 25 South, Range 37
East, NMPM, Lea County, New Mexico, are herebv pooled to form a
standard 40-acre o0il spacing and proration unit to be dedicated
to a well to be drilled at a standard oil well location
thereon.

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

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

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

IRl S ST S
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(2) Doyle Hartman is hereby designated the operator of
the subject well and unit.

{

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

(4) Within 30 days from the date the schedule of
estimated well costs is furnished to him, any non-consenting
working interest owner shall have the right to pay his share of
estimated well costs to the operator in lieu cof paying his
share of reasonable well costs out of production, and any such
owner who pays his share of estimated well costs as provided
above shall remain liable for operating costs but shall nct ke
liable for risk charges.

(5) The operator shall furnish the Division and each
known working interest owner an itemized schedule of actual
well costs within 90 cdays following completion of the well; if
no objection to the actual well costs is ‘received by the
Division and the Division has not objected within 45 days
following receipt of said schedule, the actual well costs shall
ke the reasonable well costs; provided however, if there is an
objection to actual well costs within said 45-day period the
Pivision will determine reasonable well costs after public
notice and hearing.

(6) Within 60 days following determination of reasonable
well costs, any non-consenting working interest owner who has
paid his share of estimated costs in advance as provided zbove
shall pay to the operator his pro rata share of the amount that
reasonable well costs exceed estimated well costs and shall
receive from the operator his pro rata share oi the amount that
estimated well costs exceed reasonable well costs.

(7) The operator is hereby authorized to withhold the
following costs &nd charges from production:

() The pro rata share of reascnable well
costs attributable to each non-ccnsenting
working interest owner who has not paid
his share of estimated well costs within
30 days from the date the schedule of
estimated well costs is furnished tc him.

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

T R T T 2 L A

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

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

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

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

shall be withheld from production attributable to rovalty
interests. :

(1.2) All proceeds from production from the subject ’ 5
well which are not disbursed for any reason shall
immediately be placed in escrow in Lea Ccunty, New Mexico,
to be paid to the true owner thereof upcn demand and proof
of ownership; the operator shall notify the Division of the
name and address of said escrow agent within 30 cdays from
the date of first deposit with said escrow agent.

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

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

necessary. /

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

STPTE OF NEW MEXICO

CONSERVATION DIVISION
vdéfé;nu/"

R. L. STAMETS,
Director

SEAL
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‘ur. R. Howard Olsen
. Post Office Bax 32279

Phoenix, Arizona 85018

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

Dear Mr. Olsen:

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

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

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

Please letushmlhcwyouwouldliketoclosethispurchasesothatwe
can make all the final arrangements. ) -

Mymforymr;pmzptattenﬁmitoﬂxismtter.
Very truly yours,

DOYLE EARIMAN

&LJ\ W’l\‘

Ruth . c'm;\)
- Landman

RS/dr



Mr. R. Howard;"";sen
January 6, 19t/
Page 2

cc: Mr. Robert H. Strand
Atwood, Malone, Mann & Turner
Post Office Drawer 700
Roswell, New Mexico 88201 .
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DOYIL.E HARTMAN
Oll Operetor

.
800 N. MAIN
[ s e sy et

£.0. 80X t042s H
MIDLAND, TEXAS 7.70%

———

(915) 604401

April 17, 1986

Working Interest Participants
Doyle Bartman Operated Wells
lea and Bddy County, New Mexico

Subsequent to our letter of April 15, 1986 to our working interest partici-
pants, I received an inquiry fram several of the participants as to the
anticipated range of costs we expect may be incurred pursuant to the recent
lawsuit Doyle Hartman has filed in Iea County, New Mexico against El Paso
Natural Gas Company. Based on the costs of Doyle Hartman's recent successful
litigstion against Sun Exploration and Production Campany and our internal
expectations yregarding this litigation, we would not be surprised if the
total costs of this litigation could exceed the range of $600,000 to
$750,000 (cost of the Sun lawsuit). As Doyle Hartman is the largest working
interest owner in the potentially affected wells, his share of these costs
will be substantial. He is prepared to incur these costs to protect his
intexests, as we are confident he will prevail in this litigation.

We know from conversations with a number of our working interest partners
that they wish to participate in the benefits expected to emanate from this
litigation and will pay their prorata portion of the costs of this action.
We will bill these costs to our working interest participants monthly as
incurred, based upon the weighted average that each owner's working interest
percentage for each of his Doyle Hartman operated wells bears to the total
for all such lawsuit wells operated by Doyle Hartman. ‘

Even though it is incomprehensible to me that any of you would bé satisfied
with El Paso's present actions to shut-in these wells and their unworkable
offer to allow you to sell the production for a substantially reduced price
based on their presumption of market on & month-to-month basis, there may
nevertheless be certain of you who do not desire to participate in and pay
your prorata costs of this litigation. Therefore, we are asking each of our
working interest participants to officially indicate their commitment to
either share in the aforementioned expected costs of this litigation and the
anticipated benefits to emanate therefram, or to not share therein. In any
event, we continue to give you notice that we believe it is not in your best
‘interest to sign any new documents at this time with El Paso or participate
in any of their “market sensitive® sales programs. We thank you for your
contimwed cooperation and support.



Working Interest £+ ‘icipants
April 17, 1986
Puge 2

Please indicate your preference in this matier below and zeturd it to us in

writing by April 24, 1986, If we G0 1ot receive your written reply by April

‘2:141; 1986, we will essume, for whatever reason, you do not wish to share in
s action.

Very truly yours,

RU/dx
Please check below:

\/ I do wish to share in this action against El Paso Natural Gas Company
and will pay ny prorated portion of the ettendant costs. (Yes)

2 G0 not wish to ghare in-this-actien-against-El-Pase-Rustural -Gas =™
~— Company.,- No)—

James A. Davidson
Name (print or type)

Pate Signature

4

The undersigned parties also vote “"yes" with each such party acting by and
through J.A. Davidson: ‘

MARILYN L. YATES
MICHAEL R. MITCHELL

J.A. DAVIDSON, TRUSTEE R
ETURN THI
MRS. C.W. DUNNAM, fndividually & independent executrix TO: DOYLE ngmigl

of the ESTATE of C.W. DUNNAM BOX 10428
LM) MIDLAND, TX 7970
./ DAVIDSON .
\Y|
APR 2 1 1086
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Doyle Hartman Operated Wells
Iea and BHidy County, New Mexico

Subsequent to our letter of April 15, 1966 to our working interest partici-
pants, I received an inquiry from several of the participants as to the
anticipated range of costs we expect may be incurred pursuant to the recent
lawsuit Doyle Hartmen has filed in lea County, New Mexico against El Paso
Natural Gas Company. Based on the costs of Doyle Hartman's recent successful
litigation against Sun Exploration and Production Campany and our internal
expectations regarding this litigation, we would not be surprised if the
total costs of this litigation could exceed the range of $600,000 to
$750,000 (cost of the Bun lawsuit)., As Doyle Bartman is the largest working
interest owner in the potentially affected wells, his share of these costs
will be substantial. He is prepared to incur these costs to protect his
interests, as we are confident he will prevail in this litigation.

we know from conversations with a mber of our working interest partners
that they wish to participate in the benefits expected to emanate from this
litigation and will pay their prorata portion of the costs of this action.
we will bill these costs to our working interest participants monthly as
incurred, based upon the weighted average that each owner's working interest
percentage fox each of his Doyle Hartman operated wells bears to the total
for all such lawsuit wells operated by Doyle Hartman. ,

Bven though it is incamprehensible to me that any of you would be satisfied
with El Paso's present acticns to shut-in these wells and thoir unworkable
offer to allow you to sell the production for a substantially reduced price
based on their presumption of market on a month~to-month basis, there may
nevertheless be certain of you who do not desire to participate in and pay
your prorata costs of this litigation. Therefore, we are asking each of our
working interest participants to officially indicate their conmitment to
either ghare in the aforementioned expected costs of this litigation and the
anticipated benefits to emanate therefrom, or to not share therein. In any
event, we continue to give you notice that we believe it is not in your best
interest to sign any new documents at this time with El Paso or participate
in any of their "market sensitive"™ sales programs. We thank you for your
continmued cooperation and support.



" Working Interest P icipants

© Rpril 17, 1986
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Please indicate your preference in this matter below and return it to us in
writing by April 24, 1986, If we do not receive your written reply by April
24, 1986, we will assume, for whatever reason, you do not wish to sharc in
this action.

Very truly yours,

R/ar
Please check below:

I do wish to share in this action against El Paso Natural Gas Company
and will pay my prorated portion of the attendant costs. (Yes)

I do not wish to share in this action against El Paso Natural Gas
Company. (No)

Name (print or type)

Date “Eignature

RETURN THIS COP

TO: DOYLE HARTMAN
BOX 10426
MIDLAND, TX 78702



WORKING INTEREST QUWMERS

AMR ENERGY CORFORATLDI
1%00 FIDELITY UNION TOWER
DALLAS, TEXAS 75201

ALPHA TWCNTY ONE CORPORATION
200 WEST ILLINOIS, SUITE 200
MIDLAND, TEXAS 79701

AMOCO FRODUCTION COMFANY
ATTN: JOINT INTEREST GROUF
P.D. BOX E21 .
TULSA, OKLAMOMA 74102

ARLENE §. ANTHONY
721 CHATHAM RDAD - :
GILENVILLE, ILLINOIS 60025

ARCO DIL AND GAS COMPANY
F.0. BOX 835083
DALLAS, TEXAS 752805

WILLIAM F. AYCOCK
ATTN: WILL O’ERIEN
F.0, BOX 3148
MIDLAND, TEXAS 79702

ROY G. BARTON
F.0. BOX 978
HOBRES, NEW MEXICO BB8240

- THELMA BAUERDORF

AFT. 11B -
9500 WILSHIRE BOULEVARD
BEVERLY HILLS, CA. 90212

GERALD BELL
9149 RAEFORD
DALLAS, TEXAS 735243

WILLIAM T. BERRY
P.0. BOX 3774
MIDLAND, TEXAS 79701

ROBERT F. BLINN
P.0. BOX 226
NORFOLK, NEDRASKA 68701

H., R. BRIGHT
235% STEMMONS BUILDING
DALLAS, TEXAS 75207

MERCANTILE SAFE DEFOSIYT &
TRUST CD., ET AL, TRUSTEES U/L
DONALDEDON BROWN A/C 2

14 W. MANISON STREET

BETTY AL NS
7107 S. HUNSON CIRCLE
LITTLETON, COLORALO 80122

AMERADA HEES CORFORATION
OFERATIONS MANAGER

F.0., BOX 22046 '

TULSA, ORLAHOMA 74102

MILDRED ANDERSON
63 MID AMERICAN BUILDING
MIDLAND, TEXAS 79701

ARCO OIL AND BAS CO.
P. O, EHOX 1610
MIDLAND, TEXAS 79702

CATHIE AUVENSHINE
F.0, EOX 33280-296
AUSTIN, TEXAS 78764

WARKEN I's BARTON
HCR78 ROX 118 ‘
BANTA ANNA, TEXAS 76878-94605

[N .

RASS ENTERPRISES PROL. CO.
FIRST CITY BANK TOWER

201 MAIN STREET

FORT WORTH, TEXAS 76102

THELLMA EBAUERDORF ANI' CONSTANCE
B. CARTWRIGHT, TTS U/W GEDRGE
F. BAUERDORF :

93463 WILSHIRE ELVII.,, SUITE 211
EEVERLY HILLS, CA., 90210

0. H. BERRY
188 ONE MARIENFELD PLACE
MIDLAND, TEXAS 79701

He. M. BETTIS, INC.,
F.O0. BOX 1240
GRAHAM, TEXAE 76044

W. T. BOYLE & WIFE LOYCE BOYLE
BOX O7
GRAHAM, TEXAS 76046

MERCANTILE SAFE LEFOSIT &
TRUST CO., ET AL, TRUSTEES U/D
DONALDSON BROWN A/C 1

16 We MADISON STREET
EALTIMORE, MARYLAND 21201

JAMES E. BURR
2502 EMERSON DRIVE
MIDLAND, TEXAS 792700



CEMTURION OIL & GAB CG. *e
DRAWER 752
MIDLAND, TEXAS 79702

DOUGL.AS H, CHRISTENSEN
P.0. BOX 3790
MIDLAND, TEXAS 72702

PAULLINE CHRISTHAS

¥ JAMESB R+ LEETON, SK.
404 ENERGY SQAURE BLLG.
MIDLAND, TEXAS 79701

. CITIES SERVICE DIL & BAS CORF.
F.0. BOX 85541
DALLAS, TEXAS 7528%-

DONALD C. CONDIE
5583 GOLF COURSE DR.
MORRISON, COLDRADO B0445

CLIFFORD CONE
F.0. BOX 6010
LURROCK, TEXAS 79413

" KATHLEEN CONE
P.0. BOX 1509
LOVINGTON, NEW MEXICO 88240

THOMAS R. CONE
P.0. BOX 776
JAY OKLAHOMA 74344

HUGH CORRIGAN III
P O BOX 3388
VERO BEACH, FLORIDA 32964

P. EDWARD CORRIGAN
P O BOX 76
MIDLAND, TEXAS 79702

MARION CULBERTSON, TRUSTEE
ATTN! MR. CHUCK WALLACE
F. O, BOX 50250

MIDLAND, TEXAS 79710

JAMES A. DAVIDSON
P O BOX A%94
HIDLAND, TEXAS 79702

DELTEX ROYALTY -CO. INC.
1504 OIL & GAS BUILDING
FORT WORTH, TEXAS 76102

P. L. DUNCAN
P.0. BOX 7
WESLEY, ARKANSAS 72773

LEIGH M. JREOSKAS
F.O. IRAWER 2788
MIDLAND, TEXAS 79702

MAX He CHRISTENSEN
F.0. BOX 3790
MIDLAND, TEXAS 77702

CITIES GERVICE OIL & GAS CORP.
ATTN?  WILLIAM ESTEF

F.0. BOX 3908

TULSA, ORKLAHOMA 74102

MaxX COLL, I

KOX EE
SANTA FE, NEW MEXICD 87502

LOUELLA J. CONDIE
=ve3 &, GOLF COURSE DRIVE
MORRISON, COLORALC 80445

DOUGLAS L CONE
F.0. BOX &217
LUBEOCK, TEXAS 79413

KEMNETH G+ CONE
F.0. BOX 11310
MIDLAND, TEXAS 79702

JIMMIE T. COOFER
P O BOX 35
MONUMENT, NEW MEXICD 682465

HUGH CORRIGAN IV
5520 DRANE DRIVE
DALLAS, TEXAS 7520?

E«pe CULBERTSON MGT TRUST
ATTN: CHUCK WALLACE

F.0. BOX T02T0 .
MIDLAND, TEXAS 79710

DALPORT DOIL CORFORATION
3471 FIRST NATIONAL EANK BLIDG.
DALLAS, TEXAS 73202

JeA. DAVILSON, TRUSTEE
UNDER T/A DATED 3/15/82
G201 N. MIDKIFF
MIDLAND, TEXAS 79705

JOHN FP. DIPADLO
P.0O. BOX 342
ROSWELL , NEW MEXICO 88201

C+ W. DUNNAM
2502 COUNTRY CLUEB ROAD
MILLAND, TEXAS 79701



BETSY ANNE DWYER
$18 SADDLE CLUB DRIVE
MIDLAND, TEXAS 79705

EL PASBO NATURAL GAS COMPANY
1800 WILCO BUILDING
MIDLAND, TEXAS 79701

JACK FLETCHER
F+.0. DRAWCR 10687
MIDLAND, TEXAS 79702

KENNETH #&. FREEMAN -
4402 W. INDUSTRIAL
MIDLAND, TEXAE 79701

GIEEB CORPORATION
P.0., BOX 10348
MIDLAND, TEXAS 79702

FRED G. GOOUMAN
P O BOX 4932
MIDLAND, TEXAS 79701

JAMES E. GRAY
306 & BENTWOOD
MIDLAND, TEXAS 79703

E. 0. BREENWADE, JR.
P O BOX 1675
ROSWELL, NEW MEXICO 88201

HCW EXPLORATION, INC., AGENT
F.0. BOX 10385
MIDLAND, TEXAS 79702

D Lo HANNIFIN
F O BOX 182
ROSWELL, NEW MEXICO 88201

ROBERT H. HANNIFIN
F O BOX 218
MIDLAND, TEXAS 79701

DOYLE HARTMAN
F.D. BOX 10426.
MIDLAND, TEXAS 79702

PAMELA D. HARTMAN
FP. D, ROX 3401
MIDLAND, TEXAS 79701

EL PARO . .TURAL GAS COMPANY
ATTENTION? GAS SALES

FeO. BOX 1492

El. PASOD, TEXAS 79978

EXXDN COMFANY, USA

é18 W, MISBOURI

F«O. RBOX 1600

MIDLAND, TEXAS

ATTN?! JOINT QOFERATIONS 79701

MARIE FLETCHER
F.0. BOX 35810
HOEBS, NEW MEXICO 88241-5810

FRONTIER FUELS, INC.
ATTN: MS. CAROL STAHL
1600 RROADUWAY, SUITE 1050
DENVER, COLORADO 80202

MARY IRIS CGOLOSTON CORF.
F.0. ROX 22548
HOUISTON, TEXAS 77027

E. M. GORENCE
F.0. BOX 10460
MIDLAND, TEXAS 79702

G. W. GREEN
317 HBF BUILDING
MIDLAND, TEXAS 79701

BULF OIL EXPLORATION AND
FRODUCTION COMPANY

% CHEVRON U.S.A,
INC.-BEC. 731W ATTN.ANITA
Fe O, BOX J &
CONCORI, CALIFORNIA 94524

HANESCO, INC,
P O ROX 182 ‘
ROSWELL, NEW MEXICO 88201

FATRICK J¢ HANNIFIN
1%2% 15T STREET, APT. §-207
CORONAIQO, CALIFORNIA 92118

ALVAREEN O. HARTMAN .
P 0 BDOX 3401
MIDLANL, TEXAS 79701

GEORGE N. HARTMAN
P O BOX 1432
MIDLANL, TEXAS 79701

ROEERT L+ WATTERS, AGENT FOR
MARIA D. HEATER

1311 LAMAR-SVUITE 13570
HOUSTON, TEXAS 77010-3028



MICHELLE HEMEREE
P.0. HOX 10426
MIDLAND, TEXAE 79702

JOHN H, HENDRIX CORFORATION
825 MIDLAND TOWER
MIDLAND, TEXAS 79701

HIGHLAND PRODUCTION COMPANY
F D BOX 6326
ODES8A, TEXAS 79762

HOLTON CORFORATION
C/70 G. He JEWELL
3000 ONE 8HELL PLAZA
HOUSTON, TEXAS 77002

THE HOME-STAKE OIL & GAS CO.
2800 FIRST NATIONAL TOWER
1% EAST FIFTH STREETY :
TULSA, OKLAHOMA 74103

JOE HUGO
P.0. BOX 1073
FENEDALE, WYOMING 82941

INTERFIRST BANK FORT WORTH
FORT UWORTH TRUSTEE

P.0. BOX 2T46 TRUST 1311
FORT WDRTH, TEXAS 76113

KATHLEEN IRWIN, DAN W. IRWIN,

AND KATHLEEN IRWIN BCHUSTER
CO~INDEFENLIENT EXECUTORS OF

THE ESTATE OF WALLACE W. IRWIN

F.0. BOX 1071
MIDLAND, TEXA8 79702

LAVALIA S. JACKSON
3604 BALCONES DRIVE
AUSTIN, TEXAS 78731

DON JONES
2000 BULF - - .
MIDLAND, TEXAS 79701

CONSTANCE E. KERN
C/0 KERN COMPANY
3005 N« BIG SFRING
MIDLAND, TEXAS 79705

HUGH B. GILMOUR &

KAYE M. ISAACS

A8 CO-TRUSTEES OF THE KKSC
TRUBT

24735 EAST LONG LANE

e Y Y. Y]

FATRICIA .+ HENDERSON
ABOS MOSS
MIDLAND, TEXAS 7970%

NANCY ZOE GOLISTON HERFIN
€70 GOLDSTON OIL CORPORATION
F.0. ROX 37408

HOUSTON, TEXAS 77237

CHUCK HDLMSTROM
Fo D¢ EBOX 3312
MIDLAND, TEXAS 79702

THE HOME-STAKE ROYALTY CORF.
2800 FIRST NATIONAL TOWER
15 EAST FIFTH STREET

TULSA, OKLAHOMA 74103

JERRY L. HOOFER
P. O BOX 2124 :
ROSWELL, NEW MEXICO 688201

INEXCO OIL COMPANY
REFPUEBLIC BANK CENTER
SUITE 2100

700 LDUISIANA
HOUSTON, TEXAS 77002

KATHLEEN IRWIN
F.0. BOX 1071
MIDLAND, TEXAS 79702

We We IRWIN
F. 0. BOX 1071 .
MIDLAND, TEXAS 79702

BRYAN E+ JONES

SUITE 507

BUILDING OF THE SOUTHWEST
MIDLAND, TEXAS 79701-5000

We Do KENNED!

SUITE 1229

TWO FIRST CITY CENTER
MIDLAND, TEXAS 79701

WILLIAM B. KERN

C/70 KERN COMFANY
3005 N. BRIG SFRING
MIDLAND, TEXAS 79705

MICHREL L., KLEIN

ONE FIRST CITY CENTER
SUITE 1230

MIDLAND, TEXAS 79703



PR. AL G. LANGFORD
902 SOURREL LANE
MIDLAND, TEXAS 79705

ROEERT W. LANSFORD

6046 ARO :
HOBBS, NEW MCEXICO 83240

ROYCE E. LAWSON, JR.
DRAVER 792
MIDLAND, TEXAS 79702

JAMES E. LOGAN DIL CORFORATIONM
401 W. TEXAS AVE.

SUITE S07

MIDLAND, TEXAS 79701

JANET ANNE LUPIA
1404 CHESTERTON DRIVE
RICHARDSON, TEXAS 75080

CULVER HALL LYONS
5306 WESTGROVE
DALLAS, TEXAS 75248

DON MADDOX
P. 0. BOX 5370
HOBBS, NEW MEXICO 88241

C. M. MARTIN, JR.

- P D BOX 1675

ROBUWELL, NEW MEXICO 88201

MAYFIELD CORFORATION
F.0. BOX 22568
HOUSTON, TEXAS 77027

WILLIAM MCCORMICK
2905 6AN FABLO, N.E.
ALBUGUERQUE, NEW MEXICO €7110

MICHAEL J. MEYER
J70% TRIDENS TRAIL
SAN ANGELO, TX 76904

MIKE MITCHELL
620% PULPIT ROCK DRIVE
COLORADO SPRINGS, CO. 80907

GEORGE W. MOFFITT, JR.
RORERTS8 ROAD & BETHEL LANE
BRYN MAWR, PENNSYLVANIA 19010

CHARLES .. ULANFMLER
250 PARR SHORE DRIVE
MAFLES, FLORIDA 33940

LARUE & MUNCY
F.Q.,BO0X 470
ARTESIA, NEW MEXICO 868210

GARY LEASCHER
Fe Oy BOX 3734
MIDLANL, TEXAS 7?9701

Fo Tte LORTSCHER
1304 ROSSMODORE TOWER 1
LAGUNA HILLS, CALIFORNIA 92653

LYONS, HILLIARD & WATSON, INC.
SUITE 1400

BECK BUILDING

SHREVEFORT, LOUISIANA 71101

JOHN D. & CATHERINE MACARTHUR
FOUNDATION ]
140 SOUTH DEARBORN AVE. K
SUITE 100 ¥
CHICAGD, ILLINOIS 40403

MARALD, INC.
F. O, BOX B32 {
MIDLAND, TEXAS 79702 '

ERLRE LA DR ST,

g

oy e g
.

JOHN S. MAXSON & STARTEX,
A PARTNERBHIF 5
8730 KING GEORGE DIRIVE 1
SUITE 121 “
DALLAS, TEXAS 75235 -

2
Y
R

STEVEN J. MCCORMiCK 3
7011 DEL 0SD COURT N.E. 7
ALBURUERGUE, NEW MEXICO 87109 .

WILLIAM J. & KATHRYN MCCORMICK *
290% SAN FABLO, N.E.
ALBUGUEROUE, NEW MEXICO 87110

PIERCE MILLER G
. D. BOX 3832
AN ANGELO, TEXAS 76901

R P TS
aonretdat oS,

MOBIL PRODUCING TEXAS & N.M.
ATTN JOINT INTEREST ACCOUNTING .
P.O. BOX 633

MIDLAND, TEXAS 79702 79702

EUGENE R+« MONROE
Fe O« BOX %5457
MIDLAND, TEXAS 79704



HeB. FUGUA, TRUSTEE

WILL OF DELORES MOOERS DECDH
2007 TEYAS AMERICAN BANK BLIG.
FORT WORTH, TEXAS 76102 -

LARRY A. NERMYR
2438 WHITMIRE BLVD. AFT. $9E
MIDLAND, . TEXAS 79705

R+ HOWARD DLSEN
F.0. BOX 32279
PHOENIX, ARIZONA 89014

PARTS FLACE, INC.
2020 EAST 42ND STREET
ODEBSA, TEXAS 79762

PEDESTAL OIL COMPANY, INC.
P. D. BOX 1522
OIKLAHDMA CITY, OKLAHOMA 73101

BILL PERKINS

C/0 APACHE BERVICES
F. 0. BOX 3347
ODES8A, TEXAS 79760

CARL. R. PFLUGER
F O BOX 8
EDEN, TEXAS 76837

PINTO EXFLORATION COMFPANY

X RICHARD W, STUMF

402 WESTERN UNITED LIFE BLIG
MIDLAND, TEXAS 79701

DOROTHEA B. PRENTISE ESTATE
730 LANE BUILDING
SHREVEPORT, LOUISIANA 71101

We N. = NELSON - REES
F O BOX 6326
ODESSA, TEXAS 79742

8ANTA FE ENERGY COMPANY
ATTN: PRODN MOR - HUGH BOYT
SO0 W. ILLINOIS

MIDLAND, TEXAS 79701

ROBERT C. SCOTT
2400 N.E. 26TH AVENUE
FT. LAUDERDALE, FLORIDA 33305

BILL DO. SIMMONS
F« O. BOX 2323
MIDLAND, TEXAS 79702

WILLIAM . MUNN, IIX
206 MAIN STREET
MIDLAND, TEXAS 79701

RALFH NIX
F O ROX 617
ARTESIA, NEW MEXICD 68210

WILLIAM Fe OZANUS
13418 HARVEST EEND :
SAN ANTONIO, TEXAS 7B217

BRUCE FPEARSON
F O BOX 14461
MIDLAND, TEXAS 79702

FENNZOIL COMFANY
ATTN:  EBRENDA LINDSAY
F.0. DRAUER 1B28
MIDLAND, TEXAS 79702

CHARLES W. PERRY, JR.
F O BOX 371
MIDLAND, TEXAS 79701

TOMMY FHIFFS
F.0. BOX 11090
MIDLAND, TEXAS 79702

ELIZABETH A, PITTS
2715 WESTWIND
LAS CRUCES, NEW MEXICO 88005

RUSSELL J. RAMSLANI
Fe O EOX 10505 ..
MIDLAND, TEXAS 79702

J. CECIL RHODES
388 ONE MARIENFELD PLACE
MIDLAND, TEXAS 79701

H. G. SCHIFF
CAPITAL BANK BUILDING
SUITE 1001 _

TI07E. MOCKINGBIRD LANE
DALLAS, TEXAS 75206

MARGARET T, SHERRILL
313 JEMEZ
HORRS, NEW MEXICO 88240

8S8KECO, A FARTNERSHIF
ATTN W. A. BSKEES

Fe. O. BOX 10828
MIDLAND, TEXAS 79702



WORELANG INIERLD I WViNEAD

W. A. GKEES
F O BOX 10328
MIDLAND, TEXAS 79702

é. WALTER SOCOLOW

C/0 NETTER, DOWD & ALFIERI,
ATTORNEYS AT LAW

640 MADISON AVENUE

MEW YORK, NEW YORK 10021-5000

E0HID FETROLEUM COMPANY
ATTN: ™R. J. A. DEWHIRST
TWO LINCOLN CENTRE

15420 LBJ FREEWAY

BUITE 1000/LE3

DALLAS, TEXAS 75240

JOHN J. STOKES
P.0. BOX 629
BAN MARCDS, TEXAS 784644

DR. DEAN STRACK
2109 W. TEXAS
MIDLAND, TEXAS 79701

SFLNCER B. ETREET, JR. AND
WIFE CARDLE G. STREET

BOX 206

GRAHAM, TEXAS 76046

SUN FRODUCTION COMPANY
ATTENTION DARYLL ALLFORT
FP.0. BOX 2680

DALLAS, TEXAS 78221

HAROLD SWAIN
F.0 BOX 287 .
JAL, NEW MEXICO 88252

GEORGIA TEMPLE
P.0. BOX 11392
MIDLAND, TEXAS 79702

TEXACO PRODUCING INC.

P.0. BOX 3109

MIDLAND, TEXAS .
ATTENTION! MARY OLLISON 79702

E. DEAN THQRNTON
P O BOX 232

DENISON, TEXAS 75020

HARRY L. TODD, JR.
14017 TANGLEWOOD CIRCLE
DALLAS, TEXAS 75234

MARVIN L. 3MITH
F O BOX 217
MIDKIFF s TEXAS 79755

DANIEL J. 80COLOW
FRESIDENT

AMERICAN COLLEGE IN FARIS
31 AVENUE ROSQUET

75007 FARIS, FRANCE $000

A. D. SOLSEERRY
F 0 BOX BO1
ROSWELL , NEW MEXICO 88201

NORMAN D 8TOVALL, JR. & WIFE
ELEANOR F. STOVALL

F.0. BOX 10

GRAHAM, TEXAS 746044

STRANCO, LTD.
0. BOX 2541
ROSWELL, NEW MEXICO 88201

SUN FPRODUCTION COMFANY
Fe. O, BOX 84438
DALLAS, TEXAS 75284

RUTH SUTTON
2826 MOSS
MIDLAND, TEXAS 79701

TAHOE OIL & CATTLE COMPANY
4402 W. INDUSTRIAL
MIDLAND, TEXAS 79701

TENNECDO DIL E & F
SOUTHWESTERN DIVISION
F.0. BOX 2511
HOUSTON, TEXAS 77001

GEORGE A+« THOMAS
SUITE 210, HEF BUILDING
MIDLAND, TEXAS 79701

ANN T. BARFIELD TODL
7232 LAKEHURET
DALLAS, TEXAS 75230

LORRAINE L. TODD
2016 MAIN

SUITE 1201

HOUSTON, TEXAS 77002



MARY ANNE TODD
&815 FREBTONSHIRE
DALLAS, TEXAS 75228

RAY L. TODD
6805 MIMDSA
DALLAS, TEXAS 75230

TOMMY T. TODD
2912 PURTIUE
DALLAS, TEXAS 75229

TURNCO, INC.
P.0. BOX 1240
GRAHAM, TEXAS 74046

FRANZ WEIS
P.0. BOX 9640
HIDLAND, TEXAS 79708

EDVIN Jo WMITE, JR.
16 SADDLE CLUB DRIVE
MIDLAND, TEXAG 7970%

DBAVID WHITESIDE
P O BPOX 10348
MIDLAND, TEXAS 79702

STEVEN R WHITESIDE
P.0. BOX 10348
MIDLAND, TEXAS 7?9702

JACK B+ WILKINSON, .JR.
F.0. BOX 305 .
MIDLAND, TEXAS 79701
MARGARET WYGOCKI

721 ROBINS ROAD
LANGING, MICHIGAN 48917
CARRIED

MIDLAND, TEXAE 79705

L 21 o T8 S, ———

703 E. GREENACRES
HOEKS, NEW MEXICD 88240

THOMAS E. TODD, JR.
PRAVER 520
HORES, NEW MEXICO 88240

W. L. TOD, Jr.

3471 FIRST NATIONAL BANK BLIG.

DALLAS, TEXAS 75202

WAY ENTERFRISES, INC,
F.0. BOX 1756
MIDLAND, TEXAS 79701.

RONNIE H. WESTEROOK
2809 HAYNES
MIDLAND, TEXAS 79709

MARGARET D« WHITE
F.0. ROX 7041
MIDLAND, TEXAS 79708

0. R¢ WHITESIIN, INC.
P. O BOX 10348
MIDLAND, TEXAS 79702

MARVIN L. WIGLEY

3000 N. GARFIELD, SUITE 180
- MIDLAND, TEXAS 79700

EDWARD WRIGHT, JR.
3513 DREXEL DRIVE
DALLAS, TEXAS 75205

MARILYN YATES
£201 NORTH MIDKIFF.
MIDLAND, TEXAS 7970%

L






) s . G,é.vzf;‘, E:L T i:,‘-";.n,‘,_: E t ‘
- - EEI Paso | - . rosoum

Natural Gas ase No.gob8- 209t i 2. 1, EL PASO. TEXAS 19978

. P Girald b I o
. CHARLES AL JACK, NCEIPRESIDER’ °' _m:i)tﬁ.@_&.t‘_ﬂ&é_,_w .
. ,; Hearing Do . 0‘2’[;28)9! L
' T T T May 29, 1986

NOTICE TO SELLERS

This Notice is intended to advise you of certain recent devel-

opments af_fect.ing El Pub Ratursl Gaﬁ Company ("21 Paso") and of the

resulting effects on El Paso's tciationships with those from whom it

purchases gas.

- 1.-

" As a federally-regulated :Lnters.t;te natural gas pipeline
company, El Paso has & legal duty to provide service to its customers at
the lowest reasonable xate. consistent with maintenance of adequate
service. This duty, as declared by the Federal Energy Regulatory Commis—
sion ("FERC") and the federal courts, encompasses a continuing obligation
to minimize all costs, :ﬁxcluding the cost of purchasﬁd gas, iﬁ. la Teason-
able and prudent manner and with due regard for the urketabilitﬁ of the
gas being purchased. E1 Paso's gas purchase l.greements are specifically
subject to applicab.lc federal laws, orders and regulations.

During the month of May, 1986, in the discharge of its

federally~imposed obligations, El Paso has scheduled its takes from the

lovest-cost "swing”™ pools, after taking gas from all “nonswing” sources.
As used throughout this Notice, the terms "nonswing gas" and "nonswing
sources™ dnclude: (1) hardship or emergency gas; (2) casinghead or

usocianci gas; (3) residue gas; (4) certain downhole commingled gas;
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(5) gas recelved .at central points of delivery and whzch includes casing-
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head or hardship gas; and (6) gas taken pursuant to certain contractual
minimum physical take provisions. The term "swing gas," as used in this
Notice, refers to all gas other than "nonswing gas."

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

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

El Paso does not desire to precipitate the hardships which
might otherwise result from shutting-in these sources. Therefore, durieg
June, 1986, and thereaftef until further notice, El Paso will accept
without interrdpcion (subject to sufficient market demand) your tender

and delivery of such nonswlng gas at exlstlng receipt points. Where

nonswing Natural Gas Act ("NGA") gas is sold ‘to El Paso under a FERC rate
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schedule, E1 Paso.will pay the applicable filed rate. Nonswing Nat&r;l :7.

Gas Policy Act ("NGPA") gas will be taken only at a price which fitg
within least-cost scheduling. Therefore, the amount El Paso will pay for
nonswing NGPA gas in June, 1986, will be $1.50 per MMBtu, inclusive of
taxes. The same oferating terms and conditions set forth in the perti-
nent gas purchase agreeﬁent will be wutilized by E1 Paso in connection
with these purchases.

The price which E1l Paso can pay for nonswing NGPA gas during
periods subsequent to June, 1986 may be higher or lower, depending on
changes in market conditions.‘ El Paso will notify 4its sellers of such
gas éf any changes prior to the beginning of the applicable month. An
affected seller may choose to shut-in its gas rather thén sell at the
above-described price. In offering to take nonswing NGPA gas at a price
which fits least-cost scheduling, El1 Paso 1is accommodating both its
federal duties and the policies underlying state conservation laws.
El Paso does not, however, concede a contractual or statutory duty under-
lying this offer.

El Paso will not accept gas except in accordance with the
production schedule developed to match least-cost sources with available
markets. Gas delivered to El1 Paso in disregard of El Paso's production
schedule will be deemed to have been delivered at a sales price equal to
the FERC minimum rate of 32.1 cents per MMBtu, Inclusive of taxes.

El Paso notes that the production scheduling practices set
forth herein will be applicable during Jume, }986, and may continue

beyond that date. Further changes may be dictated by future events,
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however. 1In particular, pendlng regulatory proceedings may profoundly

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

El Paso's production scheduling practices.

1I.

Heretofore, by notices dated September 27, 1985 and

. February 28, 1986, copies of which are appended hereto and made a part
hereof for all purposes, El Paso has described certain causes not reason-
. ably within its control which cumulatively threaten El Paso's continuing

ability to perform its obligations under many of its gas purchase con-

R tracts.
ﬁJ = El Paso must now give notice that, since its last notice of

—-  February 28, 1986, there have been further events, occurrences, and

governmental and court orders, none of which are or have been reasonably
within the control of El Paso, and which, singly and collectively, and

operating together with the events, occurrences and governmental orders

previously described by El Paso in the attached Notices, constitute

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

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

performance and frustration of purpose. Among these recent events,

occurrences and orders are the following:
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I The dec{sicn in Office of Consumers’ Counsel v. : _
. o= FERC,--No.=-84-1099(D.C.C.A.). (referred to on p..8 ===

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

H
5
2

-- El1 Paso's gas markets are under intense pressure
as a consequence of the recent, drastic reduction
in prices for residual fuel oil. The price of gas
over El Paso's system must be competitive with the
prices of alternate fuels available to utility and -
industrial markets if these markets are to be
retained.

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

e A

—  On March 19, 1986, the Public Utilities Commission
: of the State of Califormia ("CPUC") in Decision
- 86-03-057 announced a mnew and fundamentally
altered regulatory framework for the California
gas utilities which comprise approximately 80% of
El Paso's total market. The CPUC also proposed
for comment a number of regulatory changes which,
if adopted, will significantly alter the manner in
which natural gas is marketed in the State of
California.

—= Transwestern Pipeline Company made filings with
the FERC which not only produced a decrease in
Transwestern's commodity sales rate in California
from $2.87 per dekatherm to $2.51 per dekatherm,
effective April 1, 1986, but which also sought
authorization from the FERC to permit Transwestern
to adjust its rates, at its discretion, by giving
only a one-day notice. Transwestern may use this
authority to further reduce the purchased gas
component of its California sales rate, upon
one-day prior notice, to permit it to gain compet-
itive advantage over other suppliers, including
El Paso. By orders issued March 28 and 31, 1986,
FERC gave the requested authorizations and ap-
provals to be effective April 1, 1986.
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i S "';;"'fThe 'FERC™ has® refused"td‘grant‘Er—?aso‘37 ,
T T _jfi;'for—immediateﬂauthorization.to:disqgggg,selectiwe.
' ly its sales rates to meet price competitiom from
fuel o0il and other gas supplies. El Paso 1is
seeking a rehearing, but the FERC has not yet

acted on this request.

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

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

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

mately 3.5 Bef/day.
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El _Paso has continued to exercise due diligence in Ets efforts

to overcome the consequences of these adverse events. Among other'.
things, E1 Paso has:

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

-- On May 9, 1986, filed an application with the FERC
to secure appropriate blanket abandonment and
certificate authorizations so that sellers of all
vintages of gas might have access to the natural
gas spot market through E1 Paso's open access -
transportation system.

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

—— On February 28, 1986, filed a PGA reduction of
38.74¢ per MMBtu, ’

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

to seek FERC approval of El1 Paso's open access
tariff and rates.

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

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

lar, any seller desiring to obtain a release from its commitment to
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El Paso, whether pefmaneﬁfi;o;'fteﬁpbf;fy;:;iﬁﬁél.-br;gbé:tiéléifﬁiliuéfgfi

granted eiﬁedifious consideration.

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

herein) and (2) contain an Alternmate Price or "market-out" clause exer-

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

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

and market demand environment indicates a downward change in the value to

El Paso of all such nonswing gas for which the current price exceeds

_$1.50 per MMBtu, inclusive of "state severance taxes" (as defined in NGPA

§ 110(c)) and any other applicable adjustments or add-ons. Accordingly,
El Paso hereby notifies those sellers of its decision to change the price
or prices otherwise payable for such nonswing gas under such contracts to
an Alternate Price equal to $1.50 per MMBtu, inclusive of taxes and any
other applicable adjustments or add-oms. Said Alternate Price shall
become effective for all sales of nonswing gas from and after June 1,
1986, and, subject to the terms and provisions of such cqn:racts; shall

continue until further notice from El1l Paso.

IV,
;

El Paso sincerely hopes that all its sellers understand that

the measures described herein are necessary and reasonable responses to

the prevailing conditicns. El Paso urges all its sellers whose gas

e e e e e e s T o L e o e el r——— .
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cannot and will not be taken“under :he current operating and market

) conditions. t.:o avail themselves of maximum participatlon in El Paso's
ongoing Spot Market Release Program. El Paso further asks that all its
sellers support El Paso's requested broadening of the Program to include
NGA gas.

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

-Very truly yours,

MR@«J:/

Pemm e






FIPTH JUDICIAL DISTRICT COURT ;é;-g:},g; e
COUNTY OF LEA — S il '
ETATE OF NEW nnxz¢o o

DOYLE HARTMAN, f
. an dndividual, 5

Plaintiff, f'
vs. ;

EL PASO NATURAL GAS COMPANY,
& Delaware Corporation,

Defendant.

ORDER

This matter came on to be heard upon application of
Plaintiff for rveconsideration of Order Denying Preliminary
Injunction to Plaintiff with Plaintiff appearing i{n person and by
and through his attorneys and Defendant appearing through its
designated representatives and attorneys and the Court being
advised in the premises finds:

I.

This Court has jurisdiction over the parties hefeto and the
subject matter hereof.

11,

Due to changed circumstances since the prior hearing in
this matter, it is hereby ordered that pending the outcome of the
trial on the merits in this litigation:

(A) El Paso will take and pay for all production for which
Plaintiff receives proceeds for the account of Plaintiff or other
parties from Hartman-operated casinghead wells pursuant to terms

of the applicable contracts at the contract price commeincirg June



é

‘1 until the date of judgment and in the event Defendant
establisghes in this proceeding that Plaintiff is not entitled to

receive the contract price for such production, Plaintiff shall

refund to Defendant the difference between the contract price and

the wellhead price tendered by befendant for other casinghead gas
in the Permian Basin under the terms set out in its May 29, 1986
Notice to Sellers.
. (B) The Defendant agrees not to assert that Plaintiff had
a duty to mitigate damages by making sales other than pursuant to
the terms of Plaintiff's contracts with Defendant.

(C) The trial setting in this case of October 20, 1986

shall remain firm,

(D)T}iﬁ}@i{ét&if_&ill be sealed and not made a matter of

public record.

(E.) This order shall be kept confidential by all parties
and counsel for parties, including those who have not entered an
appearance, ghdﬁ}ﬂﬁii;Aﬁotjﬁe aﬁéclosed, to#thifd‘bdriiés  ek6ébt
that Plaintiff “may disclose the terms of the order, {f it is
necessary to his financial operations, to his bankers provided

that such bankers agree to keep the terms of the order

confidential and ot TAIKETERE then {6 thLrd Lparties bund e

signifyby signing aieopysofithis orderss -
(F) Both parties reserve all rights, claims, and remedies
they would otherwise have with the exception of that defense of

mitigation of damages specifically walved herein.

DY

ey

A



(G} That this Order shall not be used as evidence for
either side to show liability, damage or for any other purpose in

L

District Judge

this or any other proceeding.

" APPROVED AS TO FORM:

Attorney for Plaintitff

R ~i HK :
nanly fu. o O S
Attorney for Defendant
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LEA COUNTY LAWSUIT BILLING SCHEDULE : -
. INCLUDING ADDITION OF STRANCO

% TO BE

TOTAL

OWNER NAME Ww.I. BILLED
WILLIAM P. AYCOCK 0.01776924 0.0001440643
JAMES E. BURR 1.18400466 0.0095993328
DONALD C. CONDIE 0.03125000 0.0002533598
JAMES A. DAVIDSON 27.61840836 0.2239165953
J.A. DAVIDSON, TRUSTEE 0.18140449 0.0014707392
C.W. DUNNAM 0.06201172 0.0005027608
JACK FLETCHER 1.27537678 - 0.0103401334
MARIE FLETCHER 0.26917476 0.0021823378
ALVAREEN O. HARTMAN 0.10214845 0.0008281699
OYLE HARTMAN 89.12220278 0.7225593868
JEORGE N. HARTMAN 0.10214845 0.0008281699
PAMELA D. HARTMAN 0.03710940 0.0003008649
MICHELLE HEMBREE WILCOX 0.08937175 0.0007245826
PATRICIA A. HENDERSON' 0.02604167 0.0002111332
“XE MITCHELL - 0.22095526 0.0017913976
.RRY A. NERMYR "1.58266749 0.0128314967
RUTH SUTTON 0.85781166 0.0069547189
HAROLD SWAIN 0.09635418 0.00078119217
FRANZ WEIS 0.33312377 0.0027008052
" ARGARET D. WHITE 0.04663086 0.0003780603
.. ARILYN YATES 0.039550178 0.0003206584
'STRANCO 0.04687500 0.0003800397
123.34239151 1.00000000
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IN THE FIFTH JUDICIAL DISTRICT
STATE OF NEW MEXICO
COUNTY OF LEA

JAMES A. DAVIDSON, Individually,
and as Trustee of the Marilyn L.
Yates Trust; PAMELA D. HARTMAN:
GEORGE N. HARTMAN; ALVAREEN 0.
HARTMAN; MRS. C. W. DUNNAM;
MARILYN L. -YATES; PATRICIA
HENDERSON; FRANZ WEIS; JAMES E. .
BURR AND LaVETA BURR, Individually
and as Parents and Next Friends of
LYNDSI BURR and LAUREN BURR,
Minor Children; JACK FLETCHER:
DONALD C. CONDIE:; RUTH SUTTON;
WILLIAM P. AYCOCK; LARRY A.
NERMYR; MICHAEL R. M¥ITCHELL;
MICHELLE KHEMBREE; MARGARET D. -
WHITE BROWN; HAROLD SWAIN;

ROXIE SWAIN, also known as

ROXANNE SWAIN; MARIE FLETCHER;
and STRANCO, LTD.:

Plaintiffs,

Vs.

EL PASO NATURAL GAS COMPANY,
a Delaware corporation,

Defendant.

[ A
} I8 Uiy
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VERIFIED COMPLAINT FOR DAMAGES RESULTING FROM
INTENTIONAL AND MALICIOUS BREACH OF CONTRACT,
AND FOR PRELIMINARY AND PERMANENT INJUNCTIVE RELIEF

COME NOW the Plaintiffs JAMES A. DAVIDSON, indi-

vidually, and as Trustee of the Marilyn L. Yates Trust, Pamela

D. Bartman, George N. Hartman, Alvareen O. Hartman, Mrs. C. W.

Dunnam, Marilyn 1. Yates, Patricia Henderson, Franz Weis,

- - - e

193 L‘Gf’-‘! T
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- James E. Burr and LaVeta Burr, individually and as Parents and

Next Friends of Lyndsi Burr and Lauren Burr, Minor Children,
Jack Fletcher, Donald C. Condie, Ruth Sutton, William P.

Aycock, ZLarry A. Nermyr, Michael R. Mitchell, Michelle

‘Hembree, Margaret D. White Brown, Harold Swain, Roxanne Swain,

Marie Fletcher, and STRANCO, LTD., axZ for their Comrplaint

against Defendant El1 Paso Natural Gas Ccxcany, state:

THE PARTIES
l. Plaintiffs James A. Davidscn, Pamela D. Eartman,
George N. Eartman, Alvareen O. Hartman, Mrs. C. W. Dunnax,

Marilyn L. Yates, Patricia Henderscn, TFTranz Wweils, Jack

Fletcher, Ruth Sutton, William ©P. Ayvcsck, lLarry A. Nemmyr,

_Michelle Eexbree, Margaret D. White BErcwn, and Marie Fletcher

Mexico. '

are individuals and residents of the Staze ¢ Texas whe ars

[

authorized to do and are doing business in

. s e Toma

the State 0 New
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2. Plaintiff James A. Davidscn, Trustee is the in-
dividual Trustee of the Marilyn L. Yates Trust, a Texas Trust.
3. Plaintiffs James E. Burr and LaVeta Burr,
husbanéd and wife, and their minor chilcéren, Lyndsi Burr and
Lauren Burr, are individuals and resicdents of the State o2

Texas who are authorized to do and are deoing business in the

State of New Mexico. S

4. Plaintiffs Donald C. Condie and Michael R.

Mitchell are individuals and residents of the State of

’Q?/ooosom



Colorado who are authorized to do and are doing business in
the State of New Mexico.

S. Plaintiffs Harold Swain and Roxie Swain,
also known as Roxanne Swain, husband and wife, are
individuals and residents of the State of New Mexico.

6. STRANCO, LTD. is a New Mexico Limited Partner-
ship whose principal place of business is in the stste of New
Mexico.

7. Defendant El Paso Natural Gas (“"El Paso") is a
Delaware corporation whose principal place of business is in
the State of Texas and who is authorized to do and is doing
business in the State of New Mexico.

8. Plaintiffs are engaged in the business of
exploring for, producing and selling natural gas in the State
of New Mexico, particularly in Lea and Eddy Counties, New
Mexico. Plaintiffs own interests in several natural gas
properties in Lea and Eddy Counties, New ‘Hexico, the
production from which is scld at the wellhead to El1 Paso
pursuant to written natural gas purchase contracts.

9. El Paso is engaged in the business of purchasing
natural gas at the wellhead in the State of New Mexico and

transporting most of such gas for resale outside of the State

of New Mexico.



THE CONTRACTUAL RELATIONSHIPS
BETWEEN PLAINTIFFS AND DEFERDANT

10. Plaintiffs own working interests in several
natural gas properties in Lea and Eddy Counties, New Mexico,
operated by Doyle BHartman of Midland, Texas, the production
from which is sold to E1 Paso pursuant to certain natural gas
purchase contracts. All of Plaintiffs' working interests in
such wells were acgquired from or through Doyle Hartman.
These wells and contracts (the "Contracts") are identified
and listed on Exhibit "A", which is attached hereto and incor-
porated herein by reference. Certain of such contracts relate
to the sale of gas from natural gas wells ("dry gas"), while
others relate to the sale of casinghead gas produced from oil
wells ("cil-well casinghead gas"), and others relate to the
sale of casinghead gas from gas wells completed in an oil pool
("gas-well casinghead gas"), as defined by the rules and
regulations of the 0il Conservation Division of the Department
of Energy and Minerals of the State of New Mexico. Plaintiffs
seek to protect their interests in such properties through en-
forcerent of such contracts.

11l. Copies of the Contracts are not attached to

this Complaint because they are voluminous and the Defendant

possesses copies of such contracts.



12. El1 Paso's intentional, malicious and unjustifi-
able conduét with respect to the contracts is the basis of

this Complaint.

DEFENDANT 'S CONDUCT WITH
RESPECT TO THE CONTRACTS

13. The terms of the Contracts relating to produc-
tion of oil-well casinghead gas and certain  contracts
relating to the production of dry gas clearly and
unambigquously obligate E1 Paso to take all of such gas
produced from such properties and to pay for such gas at the
prices specified therein.

14. The terms of most of the Contracts covering dry
gas and gas-well casinghead gas clearly and unambiguously
obligate E1l Paso to take Plaintiffs' gas “ratably" with all
other gas taken from wells connected to El Paso's systerx in
Lea County, New Mexico, and to pay for such natural gas at the
prices specified in the Contracts.

15. The terms of some of the Contracts covering dry
gas clearly and unambigquously obligate E1 Paso to take
Plaintiffs' natural gas "ratably" with a2ll cther natural gas
taken fromx wells within the same source poocl or reservoir, or,
in some cases, with all other natural gas purchased by El Paso
within the same source pool or reservoir and to pay for such

natural gas at the prices specified in the Contracts.



16. Prior to June 1, 1986, El Paso took sub-
stantiallf all of Plaintiffs' oil well and gas-well casinghead
gas in accordance with the Contracts and to the extent
deternminable at this time, paid for such cil well and gas-well
casinghead gas at the prices specified in the Contracts.

17. Prior to January 1, 1982, El Paso toock Plain-
tiffs' dry gas ratably in accordance with the Contracts, and
prior to January 1, 1985, to the extent determinable at this
time, paid for such natural gas at the prices specified in the
Contracts.

18. Subsequent to such dates, El Pasc has unjusti-
fiably refused to honor the Contracts, and instead has
intentionally and maliciously breached such Contracts and has
otherwise engaged in unlawful and inexcusable conduct and
discriminatory and preferential marketing practices, incluéing
shutting~in and turning off wells subject to the Contracts,
improper and illegal manipulation of nomination and proration
regqulations, unilaterally reducing the price paid foi gas pro-
duced fror wells subject to the Contracts.

l¢c. On or about February 28, 1986, E1l Paso notifiecd
Plaintiffs that recent develbpments in E1 Paso's interstate
markets reguired E1 Paso to implement new "production-
scheduling procedures", which are internal El1 Paso-generated

procedures not mandated or directed by any regulatory agency,



nor utilized to the same extent by other dinterstate pipeline
companies; The effect of these implementations is that El
Paso deviates from the provisions of such contracts and its
longstanding Jinterpretation thereof.

20. On or about February 28, 1986, El Paso notified
Doyle Hartman that approximately eighty-five (85) wells pro-
ducing dry gas subject to the Contracts would be "shut-in" or
"turned-off", and such wells were completely "shut-in" or
"turned-off" shortly thereafter.

2l. From and since February 28, 1986, such wells to-
gether vith others producing dry gas subject to such Contracts
have, for the most part, remained "shut-in" or "“turned-off",
and El Paso has not taken Plaintiffs' gas therefrom "ratably"
in accordance with the Contracts.

22. From and since June 1, 1986, El Pasc has uni-
laterally reduced the price paid for oil-well casinghead gas
and gas well casinghead gas taken under the Contracts.

23. El Paso has engaged in discriminatory and
preferential purchasing and marketing practices, including the
ranipulation of nomination and proration rec:lations.

24. El Paso's initial and continuing "shut-in" of
wells subject to such Contracts, its unilateral reduction in
the price paid for gas actually taken and its purchasing and
marketing practices were and are unjustified and discrimina-

tory.



25. El1 Paso's own statements and purchasing policies
indicate that a substantial portion of Plaintiffs' historical
daily producing volumes may not be returned to production for
an indefinite period of time.

26. At all times during the terms of the Contracts,
Plaintiffs have fully performed 2all of their obligations
thereunder, both express and implied.

CAUSES OF ACTION

COUNT I

FOR ACTUAL, CONSEQUENTIAL AND
PUNITIVE DAMAGES RESULTING

FROM EL PASO'S INTENTIONAL AND

MALICIOUS BREACH OF THE CONTRACTS

27. Plaintiffs adopt and incorporate herein by
reference the allegations contained in Paragraphs 1 through 26
of this Complaint.

2€. El Paso's actions in shuttinc-in and turning-off
wells subject to the Contracts and its failure to meets its
contractual obligations to take Plaintiffs' dry gas and gas
well casinghead gas "ratably"™ in accordance with the Contracts
is in violation and breach of the Contracts.

29. El Paso's actions in shutting-in and turning-off
wells producing oil-well casinghead gas and certain wells
producing dry gas, and dits failure to meet its contractual
obligations to take all of such gas from Plaintiffs is in

violation and breach of the Contracts.



30. El Paso's actions in unilaterally reducing the
price paid for Plaintiffs' gas, including but not 1limited to
Plaintiffs' oil-well casinghead gas and gas-well casinghead
gas, is in violation and breach of the Contracts.

31. El paso's discriminatory and preferential pur-
chasing and marketing practices are in violation and breach of
the Contracts.

32. El1 Paso's violation and breach of the Contracts
by shutting-in and turning-off dry and casinghead gas wells,
by unilaterally reducing the price of Plaintiffs' gas, and its
discriminatory and preferential practices was and is inten-
tional, malicious, coercive, in bad faith and intended to
serve the business interests of El Pasoc to the detriment of
Plaintiffs.

33. As a direct and actual result of El Pasco's in-
tentional and malicious breach of the Contracts, Plaintiffs
have been injured in an amount presently estimated to be in
excess of $5,000,000.00.

34. As a direct and conseguential result of El
Paso's intentional and malicious breach of the Contracts,
Plaintiffs have and will continue to suffer consequential
damages in the nature of lost gas reserves due to uncom-
pensated drainage and reservoir damage. Such additional

damages cannot presently be calculated.



WHEREFORE, Plaintiffs pray for Jjudgment against El
Paso for actual damages estimated presently to be in excess of
$5,000,000.00, for consegquential damages, for punitive damages
resulting from El1 Paso's intentional and malicious breach of
the contracts, all in amounts more specifically provable at
trial, plus pre and post judgment interest thereon, costs and
fees in this litigation and for such further relief as the
Court deems just and proper.

COUNT 1T

FOR PERMANENT INJUNCTIVE RELIEYF
WITH RESPECT TO EL PASO'S CONDUCT

3s. Plaintiffs adopt and incorporate herein by
reference the allegations contained in Paragraphs 1 through 34
of this Complaint.

36. El Paso's intentional ané malicious breach of
the Contracts threatens to continue for an indefinite period.

37. El Paso's continuing, intenticnal and malicious
breach of the Contracts will cause Plaintiffs irreparable
injury for which they have no adequate remedy at law.

38. El Paso's continuing, intenticnal and malicious
breach of the Contracts, particularly its refusal to take
Plaintiffs' dry gas "ratably" in accordance with the Con-
tracts, may and will impair or destroy Plaintiffs' gas
reservoirs, result in the irretrievable lcss and drainage of

Plaintiffs' gas reserves and otherwise cause Plaintiffs ir-

-10-~



reparable injury for which they have no adequate remedy at
law. ‘

WHEREFORE, Plaintiffs pray for the issuance of a pre-
liminary and permanent injunction requiring El1 Paso (A) to
honor, abide by and perform its obligations under the
Contracts, and (B) to cease and desist from "shutting in"
wells subject to the Contracts and to return to 'production

those wells previously "shut-in".

ATWOOD, MAIONE, MANN & TURNER, P.2A.

4

/

Bob F. Turner

Robert H. Strand

Post Office Drawer 700
Roswell, New Mexico 88202-0700
(505) 622-6221

By

Don R. Maddox

MADDOX, RENFROW & SAUNDERS
Post Office Box 5370
Hobbs, New Mexico 88241
(505) 393-0505

ATTORNEYS FOR PLAINTIFFS
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VERIFICATION

STATE OF TEXAS

8S.
COUNTY OF MIDLAND

Wt St Y
.

I, JAMES A. DAVIDSON, individually and as Trustee of
the Marilyn L. Yates Trust, being first duly sworn, state that
I am a Plaintiff in the above-styled and nuxbered cause; that
I have read and understand the contents o¢f the foregeoing
Complaint, and that the allegations contained therein are true

and correct to the best of my knowledge and belief.

)ﬂ—an/_“z ,L

S A. DAVIDSON, individually
d as Trustee of the Marilyn
L. Yates Trus<t

SUBSCRIBED AND SWORN TO before me this ch day of

January, 1987. | "
J/d«/ /

/Notary Publ:.c /
My Commission Expires:

9-26-88%
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VERIFICATION

STATE OF TEXAS
6S.

s® St Nal

COUNTY OF MIDLAND

I, PAMELA D. HARTMAN, being first duly sworn, state
that I am 2 Plaintiff in the above-styled and numbered cause;
that I have read and understand the contents of the foregoing
Complaint, and that the allegations contained therein are true

and correct to the best of my knowledge and belief.

Zrrle & /(ZZ—.Z/?’TI/L

PRMEILA D. HARTIMAN

SUBSCRIBED AND SWORN TO before me this /5 U. day of

January, 1987.

":" S .".\ q:- .o {.-,¥
Notary Publi

My Commissicon Expires:

ol LR
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VERIFICATION

STATE OF TEXAS

ss.
COUNTY OF MIDLAND

L B S g

I, GEORGE N. HARTMAN, being first duly sworn, state
that I arn a Plaintiff in the above-styled and numbered cause;
that I have read and understand the contents of the foregoing
Complaint, and that the allegations contained therein are true

and correct to the best of my knowledge and belief.

égym/y A AasZran

GEORGE N. HARTMAN

SUBSCRIBED AND SWORN TO before me this /2 ‘—/ day of

January, 1987.

‘,/jf§ o 7 Z
A

-

o,

/// ZV S .
Pl PR / . P 3/’

Notary Public ///’ ‘
o
My Commission Expires:

6/24/89

Bzrbara A. Humphreys
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VERIFICATION

STATE OF TEXAS
ss.

COUNTY OF MIDLAND

I, ALVAREEN O. HARTMAN, being first duly sworn, state
that I am 2 Plaintiff in the above-styled and numbered cause;
that I have read and understand the contents of the foregoing
Complaint, and that the allegations contained therein are true

and correct to the best of my knowledge and belief.

/Zzgz%zzaJ z‘? EQéZZCizgg/

ALVAREEN O. EARTMAN

SUBSCRIBED AND SWORN TO before me this 12tk day of

January, 1S587.

- 2
/Z} fa . ( K \/ o P - -
Notary Public
L
My Comrission Expires:

6/24/89

Bzrbara A. Humphreys

-15-



VERIFICATION

STATE OF TEXAS

86.
COUNTY OF MIDLAND

e us? Naast

I, MRS. C. W. DUNNAM, being first duly sworn, state
that I am a Plaintiff in the above-styled and numbered cause;
that I have read and understand the contents of the foregoing
Complaint, and that the allegations contained therein are true

and correct to the best of my knowledge and belief.

-

, .
'?Qq é? {té-(§i17¢4v44«~/

MRS. C. W. DUNNAM

SUBSCRIBED AND SWORN TO before me this 12th  gday of

January, 1987. }{ ///
T e / b2

/ Nota*y Public /

My Commissicn Expires: . //
0-26-88 ’
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VERIFICATION

STATE OF TEXAS
85.

COUNTY OF MIDLAND

I, MARILYN L. YATES, being first duly sworn, state
that I am a Plaintiff in the above-styled and numbered cause:
that I have read and understand the contents of the foregoing
Complaint, and that the allegations contained therein are true

and correct to the best of my knowledge and belief.

T A e

MARILYN L. YATES )

. K
SUBSCRIBED AND SWORN TO before me this /&' day of
January, 19&7. - /. : :
-/ o .
/7- s “(/ i 4
TS =
/  / Notary Public

My Commission Expires:

9-26-88

-17-
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VERIFICATION

STATE OF TEXAS )
8S.

)

COUNTY OF MIDLAND )
I, PATRICIA HENDERSON, being first duly sworn, state

that I am a Plaintiff in the above-styled and numbered cause;
that I have read and understand the contents of the foregoing
Complaint, and that the allegations contained therein are true

and correct to the best of my knowledge and belief.

PATRICIA HENDERSON

SUBSCRIBED AND SWORN TO before me this /4 i day of

E?zdd_xléﬁ:1¢’4/é7

/yotar} Public

January, 1S87.

My Coxrission Expires:
W7 VST uc'

- -39 Notary Public i 22 f27 o 1o o e
S é:/ M Commissicr Zxoiris s =7 “j

-18-
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VERIFICATION

STATE OF TEXAS
8S.

s Ct® s

COUNTY OF MIDLAND

I, FRANZ WEIS, being first duly sworn, state that I
am a Plaintiff in the above-styled and numbered cause; that I
have read and understand the contents o¢f <the foregoing
Complaint, and that the allegations contained therein are true

anéd correct to the best of my knowledge and belief.

P [0

FRARZ WEIS

SUBSCRIBED AND SWORN TO before me this /é day of

January, 1987.

—

Pl

7/,
C::::::>/<[/,y2::;:j;4iA/
Nota*y;PLblic /

19

My Commission Expires:

L/ze [E8

-19-



VERIFICATION

STATE OF TEXAS
8S.

COUNTY OF MIDLAND

We, JAMES E. BURR and LaVETA BURR, individually and
as Parents ard Next Friends of LYNDSI BURR and LAUREN BURR,
Minor Children, being first duly sworn, state that I am a
Plaintiff in the above-styled and numbered cause; that I have
read and understand the contents of the foregoing Complaint,
and that the allegations contained therein are true and
correct to the best of my knowledge and belief.

(::ldqvubiz é{. /iibbha.

JANES E. BURR

d(ﬂ;\}m Bl

LaVETA BURR

Individually and as Parents and

Next Friends cof LYNDSI BURR and

LAUREN BURR, Minor Children
SUBSCRIBED AND SWORN TO before me this ©tb day of

January, 1S87.

-/

Notary Public
My Commission Expires:

_9-26-88

-20-
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VERIFICATION

STATE OF TEXAS
8S.

[ R =
.

COUNTY OF MIDLAND

I, JACK FLETCHER, being first duly sworn, state that
I am a Plaintiff in the above-styled and numbered cause; that
I have read and understand the contents of the foregoing
Complaint, and that the allegations contained therein are true

and correct to the best of my knowledge and belief.

JATK FLETCHER =

SUBSCRIBED AND SWORN TO before me this /2 v day of

1987.
DES2!Z BRYANT
T e NOTSZ- 505007 €inis 07 Toues / W ';i
2 LU0 EAnRIL el S (RN NY 2 T et

Notary Public
[
My Commission Expires:

2/27 /55

-2]-
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VERIFICATION

STATE OF COLORADO
8S.

Ns® as® unt

COUNTY OF N2 Xmee <o’

I, DONALD C. CONDIE, being first duly sworn, state
that I am a Plaintiff in the above-styled and numbered cause;
that I have read and understand the contents of the foregoing
Complaint, and that the allegations contained therein are true

and correct to the best of my knowledge and belief.

- - / .
/f‘“-l/z(d.“’?:‘d_;/
DONALD C. CONDIE

. 7(;
SUBSCRIBED AND SWORN TO before me this /%~ day of

January, 1S87.

h]

rd
. AN )
7//2{/";’ S ik A

.....

Notary Public

My Commission Expires:

A S =88

-22-



ST " '~ SUBSCRIBED AND SWORN TO before me this 4#\

“.|11|

)

[
R

VERIFICATION

STATE OF TEXAS
8S.

ot t®

COUNTY OF MIDLAND

I, RUTH SUTTON, being first duly sworn, state that I
am a Plaintiff in the above-styled and numbered cause; that I

have read and understand the contents of the foregoing

Complaint, and that the allegations contained therein are true

and correct to the best of my knowledge and belief.

Lo Loer

RUTH SUTTON

day of
.;.Ja.nuary, 1987.

R N?.ary Public

My Commission Expires:

—— - ?-.—‘q-.—'—\.st
CINDY &7 Lo

b L N RN SN vt T L
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VERIFICATION

STATE OF TEXAS
85.

N Vs s

COUNTY OF MIDLAND

I, WILLIAM P. AYCOCK, being first duly sworn, state
that I am a Plaintiff in the above-styled and numbered cause;
that I have read and understand the contents of the foregoing
Complaint, and that the allegations contained therein are true

and correct to the best of my knowledge and belief.

@\&M\WQ W WLQ

WILLIAM P. AYCOCK \

SUBSCRIBED AND SWORN TO before me this 13th  day of

//\74%/

Notary Public

My Commission Expires: ’ C)/

9-26-88

January, 1987.

-24-



VERIFICATION

STATE OF TEXAS
ss.

.

COUNTY OF MIDLAND

X, 1LARRY A. NERMYR, being first duly sworn, state
that I ax a Plaintiff in the above-styled and numbered cause;
that I have read and understand the contents of the foregoing
Complaint, and that the allegations contained therein are true

and correct to the best of my knowledge and belief.

Zarg G Prry—

LARRY A. NERMIR

o~ } %\:SUB"CRIBED AND SWORN TO before me this f‘“\ day of
,s§n a'ry 1987

Nofary Puklic
My Commission Expires:

CI\'D‘x Ct“‘ Psr'n :r)\
Mz Cenrerie 2 ]

1%~
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VERIFICATION

STATE OF TERAS-- -
6S5.

L

COUNTY OF _MIDLAND

I, MICHAEL R. MITCHELL, being first duly sworn, state
that I am a Plaintiff in the above-styled and numbered cause;
that I have read and understand the contents of the foregoing
Complaint, and that the allegations contained therein are true

and correct to the best of my knowledge and belief.

“'v- \\\\*ktqﬁ—-\f

MICHAEL R. MITCHEILL

SUBSCRIBED AND SWORN TO before me this 15th day of

January, 19&7. . 0/// | 7

/
)

/ / Notary Pubiic
My Commission Expires: 3 :

’

9-26-88
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VERIFICATION

STATE OF TEXAS

8S.
COUNTY OF MIDLAND

.

I, MICHELLE HEMBREE, being first duly sworn, state
that I am a Plaintiff in the above-styled and numbered cause;
that I have read and understand the contents of the foregeing
Complaint, and that the allegations contained therein are true

and correct to the best of my knowledge and belief.

”A-"f"r‘ ‘l\-l-_,m_.,‘_)
MICHELLE HEMERIE

SUBSCRIBED AND SWORN TO before me this 12th day of

AW J//é

A tary Pukrlic
My Commission Expires: u/

January, 1l987.

8-26-88

-27-



" VERIFICATION

STATE OF TLEXAS
8S.

T St gt

COUN1Y C: MIDLAND

1, MARGARET D. WHITE BROWN, being first duly swvorn,
state that 1 am a Plaintiff in the above-styled and nurmberec
cause: That 1 have read and understand the contents of the
foregciny Complaint, and that the allegations containe:

therein are true ana correct to the best of =y knowledge an:

belic: .

’i%ﬁ% !!wm'rz 2512: OwWN B

SUBSCRIBED AND SWORN TO before me this /3’-"—‘6' day o©

January, 1987.

Notary Public

Hy CopanpiwIiLSOtPires:
Kozr Publiz i and for the Steve ¢! Texm
Ay Commnmisn Expiret September 1€ 1282

-28~



VERIFICATION

STATE OF NEW MEXICO
&65.

<
COUNTY OF -).C ()

I, HAROLD SWAIN, being first duly sworn, state that I
am 2 Plaintiff in the above-styled and numbered cause; that I
have read and understand the contents o¢f the foregoing
Complaint, and that the allegations contained therein are true

and correct to the best of my knowledge and belief.

SUBSCRIBED AND SWORN TO before me this !fi day of
January, 1987.

wYy Ol¢sy”

My Commission Expires:

S 21 199¢

-2G-



VERIFICATION

STATE OF NEW MEXICO

COUNTY OF > c Q)

Roxie Swain, also known as,
I,/ROXANNE SWAIN, being first duly sworn, state that

)
) ss.
)

I am a Plaintiff in the above-styled and nurbered cause; that
I have read and understand the contents of the foregoing
Complaint, and that the allegations contained therein are true

and correct to the best of my knowledge and belief.

’ - =

—— V'_» NS S s o T AN

Roxie Swain, also known as ROXANNE SWAIN

SUBSCRIBED AND SWORN TO before me this |2, day of

January, 1887.

I N i
C{m uJJ L\x\\u\_Loc"_

Notary Public

My Commission Expires:

-30-



VERIFICATION

STATE OF TEXAS
ss.

t® s St

COUNTY OF MIDLAND

I, MARIE FLETCHER, being first duly sworn, state that
I am a Plaintiff in the above-styled and numbered cause; that
I have read and understand the contents of the foregoing
Complaint, and that the allegations contained therein are true

and correct to the best of my knowledge and belief.

”

e
A

) . d
{ 72 —/L/// ot S A
MARIE FLETCEER

SUBSCRIBED AND SWORN TO before me this / Z./ 4 day of
January, 1987.

- ;
—_ f?/‘z".’///;./ A /[

P Notary Public -~ °

My Commission Expires:

-"
// A 2

'

-31-



VERIFICATION

STATE OF NEW MEXICO )
8S5.

L 4

COUNTY OF CHAVES

I, Robert H. Strand, General Partner of STRANCO,
LTD., a New Mexico Limited Partnership, being first duly
sworn, state that I am a Plaintiff in the above-styled angd
numbered cause; that I have read and understand the contents
of the foregoing Complaint, and that the allegations contained

therein are true and correct to the best of my knowledge and

/[@7 < //Zé/

ROBERT H. STRAND

belief.

SUBSCRIBED AND SWORN TO before me this 45’ ~ day of

Januarxry, 19&7.

Sranei £ Lotbions,

Notary Public J

My Commission Expires:

G-14 5T

-32-



El Paso Ll rabl
Meter No. Well Name Contract Code Pool

58-034 Cooper State #2 6025, 6059 Jalmat
58-059 Phillips Goldston #1 5106 Jalmat
58-183 El Paso Pritchard Fed {1 6348 Jalmat
586-212 Maralo State #1 6077 Jalmat
56-228 Santa Fe Federal #1 6054 Jalmat
58-230 Custer State #1 6108 Jalmat
53-2135 J. K. Rector {1 6135 Eumont Yates
58-260 BB & S Bates #1 6076 Jalmat
58-270 Fluor Harrison #1 5044 Jalmat
58-271 Federal Jalmat Com #1 6066, 6133 Jalmat
58-344 North Shore Woolworth #5 6065 Jalmat
58-353 El Paso Wells Federal {1 6054, 6066 Jalmat
58-=372 Samedan Hughes Federal #§#1 6100 Jalmat
58-395 South Empire State #1 875E Empire Morrow
58-459 W. H. King #3 60137 Jalmat
58-492 Bates #3 6076 Jalmat
58-504 Late~Thomas #3 6075 Jalmat
58-511 Late~Thomas #2 6075 Jalmat
58-512 Husky Woolworth #1l 6065 Jalmat
58-522 B. M. Justis #10 6076 Jalmat
58-540 Shell State #5 608H Jalmat
58-55) Ellen Weir #1 853G Eumont Yates
58-561 Munn Harrison #1 6087 Jalmat
58-564 Justis Christmas Gas U #1 6076 Jalmat
58-581 Langlie Jal Federal {1 8658 Jalmat
58-593 Ootis L. Jones #2 6037 Jalmat
58-630 Munn Harrison B #1 6150 Jalmat
58-638 Toby #3 6073 Jalmat
58-646 Byrom Williams #1 8199 Eumont Yates
58-655 Woolworth 1 6068 Jalmat
58-662 State A 20 #4 6147 Eumont Yates
58~-667 Courtland Myers #9 6087 Jalmat
58-687 Langlie A #3 6108 Jalmat
58-696 Woolworth N.S. 6 6065 Jalmat

Txhibit A



El Paso

El Paso

Meter No. Well Name Contract Code Pool

58-698 Wells B-5 §#2 6066 Jalmat
58-706 Legal #5 6068 Jalmat
58-715 Lankford #2 6118 Jalmat
58~-716 winningham #8 6087 Jalmat
58-732 Wells Federal #15 6066 Jalmat
58-736 E.J. Wells #16 6066 Jalmat
58-745 Wells Federal #17 6066 Jalmat
58-754 Wells Federal #18 6066 Jalmat
58-757 Wells Federal #19 6066 Jalmat
58-759 W.H. King #4 6037 Jalmat
$8-771 Olsen-Blinebry #2 6087 Jalmat
58-772 Holt-Mexico State Com 1 6025 Jalmat
58-774 E.E. Jack #5 6069 Jalmat
58-779 H.S. Record #9 6131 Ealmat
58=-782 Carlson-Harrison Fed. Com #4 6066 Jalmat
58-790 carlson-Harrison Fad. Com #5 796B, 6054 Jalmat
60-186 Olsen-Blinebry #1 6087 Jalmat
60~-213 Mattie James #1 6087 Jalmat
60-226 Emery King NW #1 6087 Jalmat
60-227 Emery King SE #1l 6088 Jalmat
60-257 Lankford #1 CS 6118 Jalmat
6§0-270 Ootise L. Jones #1 6037 Jalmat
60-299 E.E. Jack #1 6069 Jalmat
60-405 B.A. Christmas §2 6067 Jalmat
60-4137 Late Thomas §1 6075 Jalmat
60-544 Hodge #2 6068 Jalmat
60-555 Courtland Meyers #2 CS 6087 Jalmat
60~559 State A 20 #1 6147 Eumont
60-666 Wells Federal #1 6066 Jalmat
60-705 Wells Federal #4 6066 Jalmat

Exhibit

=>=

Page 2
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El Paso El Paso
Meter No. Well Name contract Code Pool

60-781 E.J. Wells #13 6066 Jalmat
60-813 Cooper G SW/4 #1 6087 Jalmat
60-862 Carlson Harrison Federal Com 1 6066 Jalmat
60-874 Annie Myers B #2 6087 Jalmat
60-936 Wells Federal #§2 6066 Jalmat
60-945 Elliot B6 #1 Cs 6099 Eumont Yates
60-949 Wells Federal #3 : 6066 Jalmat
60-951 Crosby #1 6099 Eumont Yates
60-981 H.T. Mattern #1 6099 Eumont Yates
61-064 Wells Federal #11 6066 Jalmat
61-104 Annie Myers B #3 YT 6087 Jalmat
61-284 Emery King NW #4 6087 Jalmat
61-711 Cooper State #1 6025, 6059 Jalmat
61-880 Etz 1 . 6150 Jalmat
61-960 R.H. Huston, Jr. #1 6071 Eumont Yates
61-976 Cooper B #3 6087 Jalmat
61-999 Highland State #1 618B, 6077 Jalmat
68-249 Winningham #9 6087 Jalmat
58-060 Justis State #1 and #2 779A Langlie-Mattix
58-233 Odessa Langlie #1 740C Langlie-Mattix
58-358 Terra-Carlson Federal #1 6054 Langlie-Mattix
58-400 Terra-Barlson B Federal #1 6054 Langlie-Mattix
58-747 D.B. Boren #3, 4 CPD 6126 Eunice South
58-773 Carlson Federal #4 6067 Langlie-Mattix
58-789 Ccarlson Federal #5 6067 Langlie-Mattix
58-801 Citgo "LM" State #1 6025 Langlie-Mattix
58-802 Citgo "AsS" #2, #3 6025 Langllie-Mattix
61-773 Citgo “SE" state #1 6025 Eunice South
61-808 Citgo LM State #2 6025 Langlie-~Mattix
61-827 Citgo SE State #2 6025 Eunice South
61-850 Cities Thomas #3 : 6026 Langlie-Mattix

Exhibit "A"
Page 3



El Paso
Meter No.

Well Name

El Paso
Contract Code

PoqQl

Page 4

61-861 Adele Sowell #1 6026 Langlie-Matix
61-B62 Fowler State #1 6059 Langlie-Mattix
61-895 Adele Sowell #2 6026 Langlie-Mattix
61-905 Fowler State #2 6059 Langlie-Mattix
64-041 Wells #12, #13 4059 Langlie-Mattix
64-053 State U.T.P. #1, 2 Battery 4060 Rhodes 0i1l
64-113 E.C. Winters #2 4083 Jalmat 0{il
64-146 Gregory A #8 4185 Langlie-Mattix
68-059 Henry Harrison #1 6145 Langlie-Mattix
68-064 Etz #2 5094 Jalmat 0il
68-065 Gulf Eddie Corrigan #1, #2 5105 Langlie~-Mattix
68-075 Moore State #1 5137 Eumont 0il
68-116 R.H. Huston #2, #3 5173 Eunice Monument
68-132 R.H. Huston, Jr. #4 5173 Eunice Monument
68~-142 Etz #3, #4 5094 Jalmat 041
68-182 Gutman #1 5313 Eumont 0il
68-183 Gutman #2 5313 Eumont 0il
68-247 B.M. Justis #12 4127 Jalmat 0il .
68-251 Janda J #5 4100 Jalmat 01l
68-258 Gregory B #2 6087 Rhodes 011l
Meter No. Well Name Contract Code Gas Type
58-142 Wilson State #1 6348 DG
58-207 J.W. Cooper §8 6087 DG
60-1868 Wells B-5 {1 6066 DG
60-189 H.S. Record Unit #1 6131 DG
60-737 B.M. Justia A #1 6076 DG
60-760 Winningham #1 6087 DG
60-770 Cooper B #2 6087 DG

Exhibit "“A"



Meter No.

Well Name

Contract Code

Gas Type

60-811
60-969
60-984
61-114
61-989
63-499
63-5138
63-708
63-763
63-778
63-878
63-921
63-986
64-141
68-001
68-006
68-010
68-044
68-048
68-066
68-067
68-068
68-128
68-231
68-232
63-550
63-499
.60-824
60~-243
68~243
60-736

Van Zandt #1

Carson Federal #2
Carson Federal #3
Langlie A State #2Y
Boren & Greeg As Unit #2
R.O. Gregory #1, 3
Eaton #2, #5, #7
Farnsworth 4 #1-5, #7-14
Myers B #1, 3

Gregory C #2 3 QN
Carlson Federal #1, 2
Eaton SW §8, #9, #10, #11
Eaton #12

Cooper B #5

Cities Thomas #1

S.R. Cooper #2, #3, #4
S.R. Cooper A #1, A {2
Cities~Cone #1

Cities Thomas #4

J.W. Cooper #7

Eaton B Acct 1 §#1

Eaton NW $#14-17

Gregory B {1

Farnsworth Federal #1
Cities Thomas i§2, #5
Eaton SW #3, #4

R.0. Gregory A 5, 7
E.C. Winters #1

W.H. King #1

6087
6067
6067
6108
6126
4115
4185
4533
4531
4700
4115
4185
4185
4185
5014
4991
4991
5081
5078
5100
5040
5040
5085
730K
5014
4185
4115
6032
6037

Carlson Harrison Fed's Com §2 6066

Bates #1

6076

Exhibit "A"

Page 5

DG

CHG
CHG
DG

DG

CHG
CHG
CHG
CHG
CHG
CHG
CHG
CHG
CHG
CHG
CHG
CHG
CHG
CHG
CHG
CHG
CHG
CHG
CHG
CHG
CHG
CHG
DG

DG
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" DOYLE HARTMAN
Oil Operator ;

900 N. MAIN
? P.0. BOX 10426
MIDLAND, TEXAS 79702

158844011

. z R
October 6, 1987 e

1BL6..

i} Cose \’:.;_‘%j&q@q” L e, _elo :
i Susis ! "\ e
i Hearing Ligd RS (o
i ‘ -

Mr. Garold Bowlby, CPA
2221 West Lindsey, Suite 216
Norman, Oklahoma - 73069

Dear Mr. Bowlbdby:

In response to our recent telephone conversations, I am
enclosing the following data:

. Joint Interest Account Analysis $ 33,577.95 (08-31-87)

. Payout Status on Carlson Federal #4

. Payout Status on Carlson Federal #5

Our accounts are now and have always been open for a
standard joint interest audit by any joint interest owner.
If you would prefer to preform a joint interest audit of
these accounts, please feel free to contact me and we will
arrange - a mutually suitable time (during regular office
hours) for such audit to be performed.

Sincerely,
<W ’4&
Ben Wilcox
"BW/kb
Enclosure
cc: Don Maddox
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- ©_DOYLE HARTNAN, OIL OPERATOR
? ) STATUS OF PAYOUT ACCOUNT

T : ~ CARLSON FEDERAL I

. CUNULATIVE CUNULATIVE | MET 1 PAID
ME osTs NETREVENUE  POSITIOHN out
w8 - ST, _ . 1527,331.85) 0,001
L 580,962.54 33,049.10 SA7,013.44)
TOIAL 1,108,296.40 33,945.10 1,074, 347.30) 3,081
11-85 5,152.80 2,580.02 12,572.78)
TOTAL 1,13,149.20 36,529.12 11,075,20.08) 3,281
11-85 ADJ. B 31,7508 -
T0TaL L3820 70,282.9% 11,043, 186.24) 6.311
1B 25,121.09 35,193.19 10,086.10
0T 1,138,576.29 105,476.15 (1,033,100, 14) 9.241
088 12,901.27 44, 185.68 31,245,681
W 1,151,477.5 149,513.03 11,001,834.53) 13.001
02-84 10,912.80 35,5344 24,421.88
0T 1,152,390, 16 185,177,439 917,212,601 15.931
_ 03-85 18,882.12 14,982.48 (3,899.84)
o : 1,181,212.28 200,159.97 1981,112.31) - 16,941
08 1,966.13 8,232.41 §,266.28
oI 1,183,238.41 208,392. 36 1974, 818.03) 17,611
05-86 7,807.43 14,086.71 §,219.28
0L ' 1,190,005.84 222,119.0 1988, 565.751 18.481
: SR T TRR. & ATR Y 7,545.74 4,31.57
e ' 1,194,280.01 70,024.83 1:1,255.18) 19.261
o-s 3,200,071 - §,785.91 3,509.81
i . 1,197,555.08 236,810.74 1950,745.34) 19.771
-85 3,780.52 4,570.83 . 790.31
oL 1,201,334.40 2N1,381.57 1959,355.03) 20,091
"8 11,971.95 om (4,987,531
WA 1,213,314.55 245,371.9% 1935,912.54) 20,311
. 10-86 4,584,145 §,376.80 1,792.35 :
IR . 1,217,899.00 252,148.79 (955, 150.21) 20.751

TR 2,34.24 4,32.90 1,982.44

- ———s o » - ——- e - -
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BOYLE HARTHAN, OIL OPERATOR
STATUS OF PAYOUT ACCOUNT

: CARLSON FEBERAL N4
T CRMULATIVE CUULATIVE T 1 P10
] NI £osts NET REVENUE POSITION our
1,220,203, 257,075.89 (983, 147.55) 21,071
12-88 5,949.78 3,708.17 02,241.81)
1,225,193.02 240,783.84 (985,409, 18) 21,27
) 5,971.12 4,053.80 12,912.240)
1,233, 160,14 244,837.74 1968, 325, 101 2481
02-87 4,840.15 3,380.28 (1,483.87)
. 1,238,008.29 248,216.02 (989,790,271 21,40
03-87 8,550.32 2,754.95 3,793,381
. 1,211,558.51 270,974.%8 1973,583.831 21,71
o4-g7 7,273.40 3,644.36 3,629.00)
1,251,832.01 204,819.34 1977,212.87) 21,941
05-87 2,990.51 9,443, 34 §,152.83
1,250,822.52 284,962.88 1970,759.84) 2,441
11-85 ADI, 0.00 (79.23) (79.23)
1,254,822.52 263, 983.45 (970,839,071 .

22,61



CARLSON FEDERAL 4

¥ell Losts

Iatangible Brilling Costs Lease Lease & Well Lease
. brilliag at 3001 ° and Uell Equip. at 3001 Operating
Bate Losts Payout Equipaent ~ Payout Expense Total
"0-5 128,524.51 385,573.53 38,377.89 115,133.47 2b,826.88 $27,333.1
10-15 155,928.03 447,784.15 32,948.44 98,845.23 14,333,184 580,962,
WL . 2684,152.56 853,357.48 71,326.30 - 23,98.90 40,939.82 1,108,255,
11-83 930,483 1,591.89 3,380.91 3,152,
TaTAL 284,983.19 254,949.57 21,328.30 213,978.90 44,520.713 1,113,449,
- 12-85 30.06 .’O.IG 25,035.91 25,127.
T0TAL 285,013.23 855,039,735 1,326,30 213,978.90 49,557.84 1,138,578
-8 1,890.00 5,870.00 1,231.22 12,901
TOTAL 265,013.25 $55,039.75 73,218,30 219,448.90 75,788.91 1,151,407
92-84 10,912,840 10,912
TOTAL 285,013.25 855,039.75 13,216.30 219,848.90 87,701.51 1,142,390
03-85 4,315.93 12,947.7% . 5,93.33 18,882
TOTAL - 285,013.25 #55,039.73 n,512.23 232,594.49 93,635.84 1,181,27:
§4-88 : 1,966.13 - 1,98¢
TOTAL 285,013,25 * 855,039.73 11,832.23 212,534.49 T 95,001.97 1,183,23
#5-86 ‘ 1,807.43 1,80
TOTAL 285,013.25 55,039.75 17,512.23 232,595.89 103,409.40 1,191,04
84-84 3, 24.17 3,8
ToTAL 285,013,235 #55,019.75 7,532.23 232,594,489 1054,843.57 1,194,286
07-B% ’ 3,216.07 L
TOTAL 285,013.25 055,039.75 Nn,52.3 232,596,489 109,919.44 1,197,55
0n-g4 3,780.52 3,%
TOTAL 265,013.23 #55,039.75 1,532.23 232,596.49 113,700.18 1,201, 32
C09-Bb 2,181,350 $,544.50 5,433.45 11,9
T8TAL 285,013.25 55,039.75 79,713.13 239,141.19 119,133,841 1,213,3
10-85 _ §,384.45 4,S
TOTAL - 285,013.25 055,039.25 n,1L3 239,141.19 123,718.06 1,200,
11-85 2,34.24 2,3
TOAL - 285,013.25 §55,039,75 19,713.73 239,141.19 124,082.30 1,220,2
'2'.‘. 51"9.78 s"
ToTAL 'm,ou.zs #55,039.75 1%,13.13 239, 141,19 132,012.08 1,224,1
on-47 4.971.12 b
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; CARLSON FEBERAL 04

bel) Costs
i tatangible  Drilling Costs Lease Lease & ¥ell Lease

, Brilling at 3001 and Nel) Equip. at 3001 Bgerating
hate Losts Payout - Equipaent fayout Expense Total
i 285,013.25 855,039.75 L9, 239,141.19 138,983.20 1,233,184,
0©-87 7 4,814,15 4,844,
285,013,28 £55,039.13 19, 13.83 239, 144,19 143,821.35 1,218,008,
3-17 $,350,32 $,550.
i 265,013.25 855,039.75 79,713.73 239,141,149 150,377.87  , 1,244,5%8.
6u- 1,213.40 7,271
285,013.25 $55,039.75 19,1373 219, 141,19 - 157,451.07 1,251,832
$5-87 2,990.51 2,990
285,013.25 855,039.75 79,713.13 239,141.19 180,841.58 1,254,822
8-87 20,394.25 20,39
285,013.25 855,039.75 19,7113.13 239,119 181,035.84 1,215,218



TOTAL
TOTAL
TeTAL
i
TOTAL
TWINL
TOTAL
TOTAL
T
TIAL
L
TOAL

TOTAL

CARLSOM FEDERAL M
. REVENUE COSTS

i | LESS KET
- 1 PRODUCTION 111 12500 OF ~ APPLIED
WATE . WALE ™ VALUE BROSS 10 P/0
10-83 2,82.3 3,004.10 . 39,28.13 5,219.03 33,949.10
11-85 3,083.90 118,39 2,945.51 385.49 2,580.02
15,316.13 SENTIRT) 12,195,014 5,860.52 34,529.12
11-85 ADJ. - 42,520.45 3,451.55 39,068.90 5,315.06 33,753.04
17,8358 T8,514.08 81,242.54 10,979.57 70,282.97
12-83 TNTIRT 3,800.97 40,748.87 8,355.48 35,193.19
. 132,202.02 10,210.41 122,011.41 14,515.25 105,475. 15
01-85 55, 770,84 4,832.81 " §1,138.23 8,971.34 . 44,088.88 -
188,052.85 14,903,22 173, 14954 23,508.41 149,543.03
02-85 44,841.32 3,720.95 11,142.37 5,607.92 35,5348
232,915.18 18,64.17 - 214,292.01 29,114.52 185,177.43
0-B 18,858.40 1,518.82 17,339.78 2,357.30 14,982.48
_251,774.58 20,142.79 231,831.79 3,471.82 200, 159.97
0"-8 10,340.58 010 | 9,522.48 1,295.07 8,232.41
" 27,1518 20,975.89 1,159,277 32,7690 208,392.38
0584 17,126.24 1,423.75 16,302.49 2,215.78 14,086.71
279,851.40 22,399.44 257,481, 76 34,982.48 222,479.09
-8t 10,040.48 - 1,352 4,01.48 1,268.71 7,545. 74
290,011.08 8,034.87  2%4,208.2 35,251.39 230, 024,83
0o-8 9,171.5% 1,29.21 7,132.35 1,146.45 §,785.91
299, 18284 24,974.08 - 2N, %8.5 37,397.83 23¢,810.73
0a-84 5,202.49 05535 8, 346,14 7.3 4,570.83
_ ~ 305,385.13 25,830.43 219,550.20 36,173.14 241,301.55
3-85 8,735,800 %04.35 5,002.53 2.1 1,990.42
312,122.01 26,734.78 285,387.23 39,015.25 244,371.98
10-84 8,00.33 1,155.49 7,452.84 1,076.01 $,376.80
320,730.34 27,890.21 292,840.07 10,091.29 252,748.78
11-84 4,031,684 1,038.45 5,093.38 2%6.48 4,326.90
. 32,862.18 20,928.73 297,933.15 10,857.77 257,075.48
759.42 4,34 8382 3,208.17

12-06 5,106.05
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CARLSON FEDERAL 94

REVENUE COSTS
| LESS NET
88055 PRODUCTION MET 12500 OF APPLIED
WNTE VALUE m VALUE - GROSS T0 P10
331,968.23 29,488.35 302,279.88 A1,496,03 260,763.85
o"-g 5,551.%7 804.09 6,748 §94.00 4,053.88
337,520.20 30,492.44 307,021.7% 12,190.03 264,871
-0 4,507.03 513 3,034 R 3,380.28
342,027.23 31,055.81 310,971.42 12,753.40 2i8,218.02
o0 3,704.03 48,07 3,219.9 443.00 2,756.94
345,731.2 31,512.88 314,191.38 13,246.41 270,974.97
“-m 4,929.25 460,73 4,20.52 816,15 3,844.36
350, 440.51 32,211.81 318,451.90 43,832.5 274,819.34
o0 11,884,145 955.55 10,926.90 1,485.56 9,133
) 32,544.9 33,180, 16 329,380.80 15,318.12 284,062.48
11-84 ADJ. 195.93) 5.58 191.35) 112.12) 179.23)
342,448,03 3,021 329,289.45 15,304.00 283,963.45



LYY

BOYLE MARTHAN, OIL OPERATOR
STATUS OF PAYOUT ACCOUNT

 CARLSOM FEDERAL 15

COMRATIVE CUNULATIVE 1 1 PATD

1285 908,414.23 1908,414.23) 0.001
-8 45,163.15 145,163.15)

oL $53,777.38 0.00 1953,777.38) 0.001
Q-8 $0,500.93 : (10,500.93)

. TOTAL %%4,270.31 0.00 195,278,311 0.002
o8 2,143.19 40,954.59 38,851.40

TOTAL 9%4,421.50 40,994.59 1925,426.91) 4241
0-88 1,597.30 31,445.20 29,847.90

TOTAL $48,018.80 72,039.79 1895,579.01) 2.481
-85 1,269.57 27,859.44 26,579.87

TIAL 949,308.37 100,309.23 (858,999, 141 10351
0%-88 1,203 10,249.78 1,002.39

ToTAL $70,555.74 110,559.01 1859,995.75) .39

-84 1,007.94 9,562.27 8,554.33 .

ToTAL 971,563.70 120,121.28 (851,442.42) 12,362
o8-8 1,718.47 C8,740.5 7,023.09

oL 7, 202.17 120,842.84 1844,419.331 13,241
-85 1,685.90 8,593.10 §,907.20

AL ¥74,958.07 137,455.91 (837,512,131 14,103
10-8 954,29 8,282.32 7,328.03

ToTAL 75,922.3% 145,738.2¢ 183, 184.10) 1.3
11-86 2,844.15 3,899.80 1,055.73

WAL 8,788.51 149,838.14 1829,128.37) 15.291
12-8 1,080.14 8,193 5,077.25

TOTAL 79,048.85 155,795.53 1824,051.12) 15.901
o-87 1,123.00 5,809.43 4,766.83

ToTL 990,959.45 141,885. 18 (819,281.49) 16.481
Q-8 882.48 §,121.21 5,230.55

TOTAL "1,852.31 187,806.37 (814,045.94) 17.091
. 687 1,084.17 §,515.31 5,450, 14



BOYLE MARTMAN, BIL BPERATOR
STATUS OF PAYOUT ACCOUNT

A )

!
CARLSON FEDERAL 85
CMULATIVE CUBULATIVE T 1 PAID

TOTAL 982,916.48 174,321.48 (808,594,801 1.4
TR 1,011.28 5,235.14 4,223.86

. (] 983,927.74 179,554.82 (804,370.94) 18,251
-7 1,178.07 12,887.28 11,709.21

TOTAL 985, 105.83 192,444.10 1792,841.73) 19.541
11-86 AN, 0.00 2,329.83 2,329.83

T0TAL §85, 105,63 194,773.93 1790,331.90) 19.771



(S
CARLSON FEDERAL 15
] ¥ell Costs
- Intangible Brilling Costs Lease Lease & Nell Lease
Brilling at 3001 and ¥ell €quip. at 3002 Bperating
hate Costs Payout Equipaent Payout Expense Tota!
12-55 8,976.90 714,%30.70 34,951.35 164,840.05 24,823.48 908,814.23
0!1-85 (11,210.10) 133,430.30) 22,458.44 . 42,974.42 10,819.03 45,183.18
T0TAL 221,246.80 $83,300.40 77,611.49 22,8447 37,842,514 $53,777.38
0°2-8 1,020.22 5,810.88 4,890.27 10,500.93
YoraL 229,831.02 $88,911.04 77,411.49 232,834.47 42,532.78 954,278.31
Q-8 2,143.19 2,143,149
"Rl 229,431.02 $88,911.04 77,811.49 232,834.47 44,475.97 944,421.50
#4-86 1,592.30 1,597.30 °
(8 229,431.02 488,911.04 12,611.49 232,834.47 48,213. 21 968,0!8.80
#5-88 ’ 1,289.57 1,289.57
w 229,402.02 £08,911,08 77,411.49 232,834.47 7,542.84 949,308.37
0-88 1,247.39 1,241.39
TAL 229,437.02 488,911.08 77,611.49 232,834.47 48,810.23 $20,555.78
-8 1,007.94 1,007.94
{8 229,437.02 488,911.08 17,811.49 232,834.47 49,818.17 §71,383.70
L 08-85 1,847 1,718.47
["I’AL 229,837.02 668,911.08 77,611.48 232,834.47 51,536.84 973,282.17
9-85 1,485.%0 1,485.90
ot 229,837.02 488,911.06 77,811.49 232,814.47 33,222.54 914,948.07
16-2 954.29 954.29
1 1{ 8 229,437.02 488,911.04 77,611.4% $232,834.47 54,176.83 975,922.34
11-86 2,844.15 2,814.15
: TOTAL 229,431.02 ua,m.oa' 77,411,409 232,834.07 §7,020.98 978,744.51
§2-88 : 1,080.14 1,080.14
'Ml ' 229,437.02 488,911.08 - 71,411.48 232,834.47 38,101.12 979,844.85
"-u 1,123.00 1,123.00
I {3 219,437.02 448,911.08 77,811.49 232,834.47 §9,224.12 980,959.45
”7-5 . 882.48 882.44
’ ('} 229,$37,02 ua,m.oaf 77,411.49 232,834.47 40,10.78 981,852.31
‘ a-6 1,084.17 1,084.17.
I (8 229,837.02 ua,m.oa' 77,811.49 212,834,407 41,170,953 962,916.48
H-n 1,011.28 1,011.28



TOTAL

TOTAL

T0TAL

ToTAL

TOTAL

T0TAL

TaTaL

TIAL

WL

Wi

TOTAL

TOTAL

TOTAL

1 1( R

CARLSON FEDERAL 03

REVENUE COSTS

| LESS NET
88055 PRODUCTION i3] 12500 OF APFLIED
6R0SS :

o8 2,002,727 3,565.75 39,215.51 5,350.28 33,666.23
038 ADJ. 8,520.83 32719 8,193.44 1,045.08 7,128.3
51,322.90 3,912.95 47,409.95 §,115.3 10,994.59

(TENS 332,97 2,996.87 35,365.50 4,920.30 31,445.20
%0,485.27 §,909.82 83,775.45 11,335.86 72,439.79

-8 34,862.49 2,652.91 32,229.78 1,30.34 27,849.44
125,547.9% 9,542.73 114,005.23 15,496.00 100,309.24

04-8 13,807.22 1,854.54 11,950.48 1,700.90 10,249.78
- 139,175.18 11,209.27 127,955.91 17,396.80 110,559.01

-8 12,452.43 1,508.81 1,143.82 1,581.55 9,5:2.27
151,827,481 12,727.88 139,099.73 18,978.45 120,121.28

-2 11,897.83 1,493.87 10,203.75 1,452.20 8,741.5%
183,525. 4 14,221,175 149,303.49 "20,440.86 128,862 64

0-8 11,239.62 1,201.57 9,998.05 1,404.95 8,593.10
174,744.88 15,463.32 159,301.54 21,845.61 137,455.93

10-8 10,847.89 1,209.41 9,438.28 1,355.96 8,282.32
185,812.55 16,472.73 148,939.82 23,201.57 145,738.25

1-8 5,520.34 930.42 4,589.92 §90.04 3,699.88
191,132.89 17,803.15 173,529.14 23,891,481 149,838.13 -

12-04 8,27.12 1,085.62 7,192.10 1,004.72 §,151.39
199,410.41 18,488.77 180,721.84 24,923 155,795.51

0-g 7,082.9 1,007.93 §,875.00 935.37 5,869.63
27,293.54 19,895.70 187,595.84 25,911.49 161,885.15

Q-0 0,097.48 24,07 7,133 1,012.18 8,121.21
215,391.00 20,560.77 194,730.23 26,923.88 167,806, 38

o8 8,850.06 1,053.49 7,59.57 1,081.26 §,55.31
274,041.08 21,7142 202,326.80 28,005.13 174,321.87

“-n 6,950.45 845.50 $,103.95 8:8.81 5,235.14
* 230,991.51 22,560.76 208,430.75 28,873.94 179,556.81

-7 15,103.89 1,203.82 14,900.27 2,012.99 12,887.28

E——

————————



7 CARLSON FEDERAL #5

REVENUE COSTS
. - ' LESS KET
-SR0S PRODUCTION ol 12500 OF APPLIED
g 8R0S
WL " 247,095.40 23,764.38 223,331.02 3,885.93 © 192,444.10
N, - 2,0UN 220.57 NN 343 2,320.83
WoELS 226,05.19 ;502 199,773.92

W .. . w001
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GaroldBowlby - = weaass

Howard Olsen
Box #32279

Phoenix, Az.

Dear Howard:

85016

This is tentative and rough as to various items we may want to

challenge regarding Hartman's charges on the Carlson #4 & #3 wells.

We are also including a copy of the Carlson #4 Pouling Order.

CARLSON #4

(1) 9-13-85

(2) 9-30-85

(3) 9-30-85

10-31-85

Hauling 300 bbls.(bine?) water to Carlson £2 - wo

think it was shut in at the time. S$254.60

Chamco Equip. Co. - no supporting invoice for
$10,500.00 pumping unit. (They prcbhably pul one

on but could never find an invoice.)

Hartman billed $1840.00 Drilling Cverhead under
Intangible Drilling Cost.

$5300.24 Producing Overhead.

A total of $7140.24

The court order allows $5,500.00 per month while
drilling. $1640.24 too much but the S$S1840.00 would
be recouped 3 times instead of one since it was

charged under IDC.

The New Mexico Conservation Divisien allow $550.00

per month however they only start charging us $517.10

-per month. This amount has been increascd every

April lst. We need for our attorneys to say if this

increase is normal and proper in New Mexico. The

Suite 216 ® 2221 West Lindsey © Norman, Oklahoma 73069 @ Ofc:(405)321-1898 e  Res: (405) 321-206"



(4) 9-30-85

(5) 10-31-85

(6) 12-31-85

(7) 2-28-86

(8) 2-7-86

(9) 12-31-85

CARLSON #5

(1) 12-31-85

(2)

order does not say to increase but this may be normal

in the industry in New Mexico.

$23,455.24 Legal & Regulatory Charge. (They are to
mail us copies that make up this entry. As of 11-9-87
will be in mail to us on 11-10-87.)

$5300.24 Producing Overhead.
$2161.91 Legal & Regulatory.
(Copies of charges will be in mail to us 11-10-87)

$1709.53 Legal & Regulatory ~ Atwood, Malone, etc.
Legal research Hartman v Olsen. This appears to
be for research because of no operating agreement
with you on #2 & #3. (See #5 well.)

$900.00 Legal & Regulatory charge. Arbitary biiTing

Of Airplane expense.

XL Trans. Co. Two charges of $1732.50 each te¢ Carison
#3. #3 was crossed out and #4 was pencilled in. The
periods covered were 1-4-86 thru 1-17-86 1650 bbls
disposal water and 1650 bbls 1-19-86 thru 1-27-86.

Jack Fletcher-Consulting Fee-$9705.47 (9/7 thru 9/28)
(Seems high for a 4,000 ft. well)

D. Hartman - Drilling & Producing Overhead.

" LOE $5000.00
IDC 1049.18
$6049.18

New Mexico Conn=roation Division allowance $4300.00
per month while drilling and $480.00 while producing.
$1,249.18 too much but more important the $1,049.18

would be recouped three times since billed as IDC

They start charging us $550.00 in LOE instead of the



$480.00 and increase each April 1lst as noted above.
(Item #3 under the Carlson #4)

(2) 12-16-85 ANM Const. - Pad, Road, and place cellar $8,19%.33 fqr
Carlson Harrison Federal #5 charged to Carlson #5 in

error.

(3) 1-21-86 Joyce Willis - damages to run 2" plastic line [rom
Carlson #5 (Sec. 26) to Carlson #4 (Sec. 22). #4
is in Section #23 not 22. $400.00 charge.

(4) 2-27-86 Gene"s Well Service - inv. #10224 $134%.38 shows
Gregory #5 billed to Carlson #5 in error.

(5) 12-31-85 $1709.85 Legal & Regulatory - Atwood, Malone, etc.
(See Carlson #4 - exception #6.)

(6) 2-28-86 Legal & Regulatory $1,000.00 airplane expense.
Arbitary billing.

(7) 12-31-85 Jack Fletcher - Consulting Fee $4024.1% (12/10-12/1%)

(See Carlson #4 - exception #9)

Also, as we have discussed earlier, they spent about $23,000.00
in September and October of 1985 for Tranzformer, Rods, Pumping

Unit, etc. on the Carlson #3 without notifyinz vou.

If you need additional information, please advise.

Very truly vours,
/
o

Caf:gi Bowlby

GB/dwb

Copy to: T. Calder Ezzell Jr.
Hinkle, Cox, Eaton, Coffield, & Heusley
Roswell, N.M.
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- P.0.BOX 10428
"MIDLAND, TX 79702

JCINY CwNER IKVAILCE

(918) 8844011 PACE
_
{ER TT146 Re HCWARC CLSEM CalE C TCEBER 31, 1985['
LEASE 00716 ZFCARLSEN :3““" / INVCICE.  8510013c6
DATE VENDQR DESCRIFTION CR C5S YCUR SHAR
TEASE CPERATING EXPENSE — JI3
€/731/85 Te HARTRAN OIL GPERS  PULVPER 1o .S TORY
LC/31/85 Co HARTMAN CIL OFERA __ EPPLCYEE EENEFIYS 31 .15 944
“C/31/ES Le HARTMAN CIL UFERA INSLRANCE & <50 T
.C/31/8S Co hAK‘FAh CIL CPERA CFEFATI‘J- UPPLIFS . 127,72 1.6
" ’ T ELL SER R b ELLC RERNACE CAND RE . 120735 4£2). &5.(68349

1C/22/85 " CLARKE CIL “WELL 'SEPV “‘TELL"-'- VCE TANT RE X 142 488 74.5 2 81
C/14/¢€5 J € J CILFItLU SERVI  WELL SERVICk ANC RE 1Cr oCQ) ST
1C/11/85 PUMPING UNITS SERVIC  CCMTRACT LAEAR LeGeas oC 1) AT
[C/21/85 _ FLOYDS PUMPIAG &-RCL - CONTRACT.:LABOR: -~ X1,z834940 ' 32045
LC/28/85 JAL WELCING € MACHIN ~~ CENTAACE “LKEBR 332 Je2( W 2341
JC/31/¢€5 FLOYCS PUMPINC & RCL  CCNTRACT LAECR aol oca) T
1C/12/€5 FENRY He FULFER ELEC  EGUIPPENT REPAILR 117 .53) e
[C/16/¢€5 - DIXIE ELECTRICy INCe =~ ECUTPRENTIRERAIR - ¥ 455 <817 . T 114e2
1C/23/£8 ~ ° CIXIE ELECTRICy INCae °° 'tcﬁivﬁfﬁ?“R?FTTn“‘"*‘ 229714 140 ¥ 2218.5
1C/18/€5 YL TRANSPCKTATICN CC  CHEMICALS & WATEF T e
1¢3/8% XL TRAASPCRTATICN CC  CHEMICALS € wATER 301 4785 WS e
ic, .J/785 LERALLEN SULPPLY CUMF  CCNNECTIONS & MATER ATLCC, TSN
LC/21/85 FLOYO®S NEW & USED CCNNECTICMS € MATER 8146 ¢y 12174
ic/21785 FLGYL®S NEw € LSEC CONNECTICAS © MATEF 1e377 a2, o 7 3054
LC/10/ €5 LEWALLEN SUPFLY CCFF  CUNNECTICMS K FATEF cpiadlt W T ier
[C/28/85 1S ES INCCRPCRATEL  CCNNECTICAS & PATER 16s JA6 7 A
1c/1c/85 LEWALLEN SUPPLY CCPP  CCNNECTEICMS € MATER 24 499" R
[C/C1/8&5 LEWALLEN SUPPLY CCMF  CCNNECTECAS & MATEF lal L €2, Eo e
LC/15/ €5 STATE CF NEw PEXICC AL VALCREP TAXES 5 043 13e:
(/31765 L. RARTNAN OIL CPEFA  PRODUCING OVERHEAC 517 41C 125«
LC/14/8S = AXELSONy ENCo - 5 o

i » THEY ¥

(0714785 La2c0,.
TGTAL LEASE CPEFATING EXPENSE - JIE %% Z15535.05 5,464 .

TEASE JNC MELL ECUIPMENT - ALF - -
T ——
TOTAL LEASE ANC WELL EGUIPHERNT — ALF =% -;;:E;;:;;---—-;:E;:j;

LEASE TCTAL 98 30,01 aze . dason..

_EASE 00716 CARLSON #3 YOUR IATEREST o2502€00C  BeS0b .




. B4R RALRA® A siscns

- P.0.80X 10428
MIDLAND, TX 79702 JCINT OWNER INVOICE PAGE
(918) 684401 :
“TNER 77148 Pe HCWARD CLSEN CATE SEPT EMBER 30, 198%°
—— ' . )
LEASE 0716 CARLSCK 33 INVCE CE 850901311
TalE VENDCR CESCRIFTION GUCSS VCUR SHA:
ttASE CPERATING EXPENSE - JIB
Te HARVNAN CIL QFERA FURPER 1S <74 26"
$/30/85 Ce HARTMAN CIL OPERA  ENMPLCYEE EENEFITS 37475 Y-
—87367¢&5 Te HRARTPFAN CIL CFtRA INSURANCE 47 oSG 10.
9/30/€S Lo HARTPAN CIL UPERA  CFERATING SUPPLIES 153 «GC I
—%7177€5  OIXIE ELECTRICy INCe - "ECUIPMENT-REPAIR . 29540 oC1T T735,.¢
§/04/ &5 +CPBS ANCHCR € fPCAC ANCHORS 451 057 114a:
&€/730/¢€S Ce HKARTMAN CIL CFERS FRCOUCINSG (VYEKRKEAC “17 1T 129
9/19/€5 FCBBS SUN CTHER DPEFATING EXP e4S 7
TOTAL LEASE CPERAVING EXPENSE — JIE 22 44254 CB 1,Gh6
A e e e
LEASE TCTAL s3¢ 44264 <C8 1+9Coba
-
LEASE 00716 CARLSCN &3 YOUR INTEREST L.25%.CCCCC 1eCtb.







Garold BOWlbyum T e Nov. 16, 1987

aee o bl i<t o, 2K

Howard Olsen L Hearg Daie ; o
Box #32279 ‘ 7 SO
Phoenix, Az. 85016

Re: Carlson #4 & #5
Letter Dated Nov. 9, 1987

Dear Howard: -

As noted in my letter dated Nov. 9, 1987, three invoices were still to be mailed
to ma vhich T have now received and the andit results are as follows:

9-30-85 Doyle Hartman - Legal & Regulatory - $23,455.24

(1) The major item is the arbitary billing of aircraft
charges in the amount of $11,500.00 with no
support documents.

(2) A charge of $300.00 from Dale Lockett, Contract
Analyst - support documents could not be located.

(3) Prepare drilling title opinion and exomine ahstracts
in preparations for Case #0G-85-2214 Carlson Fed. #4.
7-31-85 Atwood, Malnne Mann.&Turner $.470.31

8-30-85 " 2426.77
8-20-85 Campbell & Black 901.92
(4) Various invoices show Carlson Fed. #2 and tille! to #4,

7-6-85 Midland Map Co., Midland, Texas........ $77.80
7-26-85 0il Reports & Gas Serv ................ 25.12
8-1-85 " ne eesescranes veese 52.65
8-5-85 " ne N e cecsenas 43,26
8-8-885 " n e iiireee. .. 32.21
7-30-85 West T¥Mas ElecY. LHg Service...... ees 70.23

(only one invoice is for #4)
"(5) 7-31-85 Howard's Drafting Service, Midland $725.25
Invoice shows Sec. 23, T-25-N, R-37-E, the #4 legal
description is Sec. 23, T-25-s, R-37-E.

10-31-85 - Doyle Hartman - Legal & Regulatory - $2161.91

(1) A payment of $300.00 to Joyce Willis for surface damages

is the only invoice for #4. $1861.91 belongs to Carlson
Fed. #2 or to Carlson Harrison Federal #4 which is not
our well.

We still need to have our attorneys say if Hartman is entitled to $5500.00 flat
drilling overhead or is this per diem? They were only drilling for 18days.

Suite 216 © 2221 WestLindsey © Norman, Oklahoma 73069 @ Ofc: (405)321-1898 @ Res: (405) 321

-206°



(2)

Per diem is customery in Oklahoma, $5500.00 = $183.33 x 18days?
’ 30

If you need additional information, please advise.

Very truly yours,

Garold Bowlby
GB/dwb

Copy to: T. Calder Ezzell Jr.
Hinkle, Cox, Eaton, Coffield & Hensley
Roswell, N.M.






. varison Federal #2(LM),:

. - ;'-i-':‘.g ﬂ?" R
Forn3000-3¢ " UNITED STATES RN FORM ~
) - , L : APPROVED
O teme | DEPARTMENT OF THE INTERIOR OMB NO. 1004-0034
. BUREAU OF LAND MANAGEMENT Expires: August 31, 1989

TRANSFER OF OPERATING RIGHT: S (SUBLEASE) IN A Lease Serial No.
LEASE FOR OIL AND GAS OR GEOTHERMAL RESOURCES '

Mineral Leasing Act of 1920 (30 U.S.C. 18] et seq.)

. Act for Acquired Lands of 1947 (30 U.5.C. 351-359) -

> Geothermal Steam Act of 1970 (30 U.S.C, 1001-1025) NM~-0766
W«umwmrmvmlmuzu.sc.mn '

7»"_ print plainly In ink and sign in ink.
PART A; TRANSFER

1. Tramsferee (Soblessee)® Meridian 01l }’roduction Inc. L <
_ Street 801 Cherry SY. :
City, Sute, ZIP Code ,Fort Worth, Texas 76102

‘lfmlhnasm.d:eckhequ!listﬂ\eme(s)tndaddms(a)dtﬂddxﬁondmtmmthemofdmfomoronn
separate sttached sheet of paper.

This transfer is for: (Check one) § Oil and Gas Lease, or D Geothermal Lease

Interest conveyed: (Check one or both, as appropriate) CX Operating Rights {sublease) [} Overriding Royalty, payment out of producuon or othe
sumlar interests or payments

2. This transfer (sublease) conveys the following interest: See Below

Land Description . L Percent.of Interest .- - "+ Percent of
qum.lfnedd Domnmdowmaorlmuherm Owned Conveyed | Retained o';'."i‘?l':‘lk"’""
this form: such documents of agreements shall only be referenced herein. . . of Simiar """"L_‘

Reserved | Previousty
. reserved
: or conveyed
[ b c d e f
1. T-25-8, R-37-E, NMPM 71.0938% 71.0938% -0~ | None Unknown
Section 25: S/2 SW/4 and N/2 SE/4
Oonuining 160.00 acres, more or less
LIMITED TO those intervals from the surface to
4,000' subsurface .
\
2. T-25-S, R-37-E, NMPM FP3.32032 53.3203%7 -0- | None Unknowr
Section 23: SE/&4 SE/&

Section 26: SE/4 NE/4
Containing 80.00 acres, more or less

LIMITED TO those intervals from the surface to T 2
4,000 subsurface '

CRf WA 29
: w%\lArZTMAu,,_,,M
25

FOR BLM USE ONLY—DO NOT W‘FE DB.OW HOGQNE - e

THE UNITED STATES OF AMERICA

Thils transfer s nppfvnd solely fﬂ’. sdministrative purposes. Approval does not warrant that either
title to this lease.

O Transfer approves effective APR 1 1989

% 5‘0 M £OR, CHIEF, LEASE MAINTENANCE UNIT

(Aulhomed Officer) (Ticle) UAD & & thon (Date)




eth e N eIt

. A_W): ADDmONALSPACEhNMﬂmdl“hWMfcn.uthM No. 1, if mecded, or for Land Description ia liem No. 2 if aceded.

-
-

. - — e — e ——

PART B: CERTIFICATION AND REQUEST FOR APPROVAL

.- The sransferor cenifies as owner of sa interest in the above designated lease that he/she hereby transfers 10 the above transferce(s) the rights specified sbove.

2. Treasferee cenilies as follows: (s) Transferee is a citizen of the United Suates: an association of such citizens: s municipality: or a corporation organized under the laws
of the United Staies or of sny Sune or tesritory thereof. For the transfer of NPR-A leases, transferee is a citizen, nationa, or resident alien of the United States or associations
of such citizens, nstionals, resident aliens or private, pudlic or mnicip-l corporations, (b} Transferee is not considered a minor under the lsws of the State in which
she lands covered by this transfer are focated; (c) Tnmfer:e s chargeable interests, direct and indirect, in either public domain or acquired lands, do not exceed 200,000
mhdlud.unplmu!&uo:aodwdgnkwmﬂnumhle.umwommkazsuwzooowmes in options in each leasing District in Alaska,
lm-uwupmw:-mmm Mineral Leasing Act of 1920 or 51,200 acres in any one state if this is a geothermal lease; and (d) All parties
holdiag s interest in the transfer are otherwise i compliance with the regulstions (43 CFR Group 3100 or 3200) and the suthorizing Acts.

¢} Transicree is in compliance with reclamation requirements for all Federa! oil and s Iau holdmgs as mquired by sec. 17(g) of lhe Mineral Leasing Acl and (N} Tnns- .
feree s not in violation' of sec. 4lduuwﬂhmmgm ' . .

Traasferee’ :ﬂmnﬂﬂmmmd alt npplu:ubluems conditions, nipuhuons and restrictions pertaining to the lease described herein,
Applicsble terms aad conditions include, but are not limited 10, an obligation to conduct all operations on the leasehold in accordance with the terms and conditions of
the lease. 10 condition all wells for proper abandonment, to resiore the leased lands upon complmmofanyopenuouudmdbedm:h:lau Mwﬁlmuhu\dmmmn
mwumumuuumm»mmucnsm 3134, or 3206. :

For geotherma! transfers, -mnﬁ-gmkynyuhcleaﬂmane-fwnh(u)o!mpemmofﬂ\enluofm-w;wcrmsomormenwormymy
I-n&“nﬂ““lhhmfaklﬁdnmm«uumﬁdmgmhm (43 CFR 3241).

«ertify thet the stssements made hereia by me are true m.ﬂwnmundmhoﬂd;emdbelufudmmingoodfmh

uﬁﬁm_mdmmtﬂ .19_89 Executed this 'ld—-'mu_mrch .19 B9

Name of Trsasteror -garet tman - MERIDIAN OIL PRODUCTION INC.

lle)lU.SC.S-c lwl -kahubefu-ymm;lyndwillfnllynnhuwannmerwonhemnedhlumﬁhc ﬁeumorhndulr
sterments o fepresentations as 10 aay matier within #=-‘urisdiction, o
. . B . s
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PAYOUT STATUS ASSUMING R. HOMARD OLSEN FORCED POOLED
CARLSOM FEDERAL #4, P-23-255-37¢
LANGLIE MATTIX POOL, LEA DOUNTY, NEW MEXICO

Initial Investment *2% I NVESTMENT wmno<m§ ek
Intangible Lease and Lesse l.& qoﬁn— Initial Revenue Less Lease Net Income Cumulative
orilling Vell Equipment Well Equipment Investment Prod.Taxes & Operating Reverwe less Net Income X Expenses
Date Costs Belou wellhead Above wellhead Royalty * Expense  LOE Paid Out
09-85 131,696.03 38,377.89 ; 0.00 N.um.: (23,255.14) (23, ~mm %) -6.22%
10-85 161,527.85 32,948.41 . 33,949.10 8,663.36 25,285.74 2,030.50 0.54%
11-85 530.63 T 36,333.85 3,490.9 32,842.95 34.873.55 9.33%
12-85 351.55 35,193.19 24,645.42 10,547.77 45,421.32 12,15%
01-86 1,890.00 43,505.08 7,161.27 36,343.81 81,765.13 21.87%
62-86 35,002.91 10,842.60 24,160.31 105,925.44 28,34%
03-86 4,315.93 14,765.53 5,864.33 8,901.20 114,826.64 30.72%
04-86 8, 113,40 1,896.13 6,217.27 121,043.91 32.38%
05-86 13,884.13 7,737.43 6,146.70 127,190.61 34.02%
06-86 17,964.51 3,164.17 14,800.34 141,990.95 37.98%
07-84 16,270.31 3,206.07 13,084.26 155,055.19 41,48%
08-86 11,019.33 3,710.52 7.308.81 162,364 .00 43.43%
09-86 2.181.50 11,990.99 5,363.45 6,627.54 148,991.54 45.21%
10-86 Total Initial Investment 373,819.7% 15,351.40 4,5%4.45 10,837.15 179,828.69 48.11%
11-86 . 14,388.02 2,274.24 12,113.78 191,942.47 $1.35%
12-86 10,574.73 S,879.78 4,694.95 196,637,42 52.60%
01-87 521.57 6,901,12 (6,379.55) 190,257.87 50.90%
0z-87 11,107.61 4,774.15 6,333.46 196,591.33 52.59%
03-87 6,914.43 6,480,32 4341 197,025.44 52.71%
04-87 9,210.42 7,203.40 2,007.02 199,032,446 $3.24X
05-87 9,442.94 2,920.51 6,522.43 205,554 .89 54.99%
04-87 10,300.56 20,324.26 :o 023.70) 195,531.19 52.31%
07-87 33,267.04 5,526.10 27,740.94 223,272.13 59.73%
08-87 34,469.83 4,892.79 29,577.04 252,849.17 57.64%
09-87 29,711.08 3,922.74 25.788.34 278,637.51% 74.54%
10-87 37, 79121 5,381.36 | 32,409.85 311,047.36 53.21%
11-37 - 34,901.49 2,717.06 32,184.43 343,231.79 91.82%
12-87 - e — 35,153.59 7,792.73 27,360.86 370,592.65 99,14%
Initial Investment Jless surface equipment *AFPENALIY PERICD™** .
200F {times 332,483.95 B e A LEL EEE LR
: -Amount tal recpver &84 ,967.90
01-88 . 33,661.28 2,271.50 31,389.78 31,389.78 4.72%
02-88 . - % _ ! : 29.148.15 1,933.10 27.215.05 58,604 .83 8.81%
03-88 A 32,795.88 1,409.56 31,386.32 89,991.15 13.53%
04-88 . S 29,964.75 2,477.90 27,486.85 117,478.00 17.67%
05-828 . IR o Q 27,573.58 3,376.32 26,197.26 141,675.26 - 21.31%
06-88 _ L& 31,382.21 3,104.03 28,278.18 169,953.44 25.56%
07-88 T e S 30,037.40 1,776.70 28,260,70 198,214.14 29.81%
08-88 ¢ B o 30,124.23 2,747.96 27,376.27 225,590.41 33.93%
09-88 . e N 27,319.38 5,620.17 21,699.21 247,289.62 37.19%
10-88 ¥ 26,770.76 3,712.19 23,058.57 270,348.19 40.66%
31-88 i 25,793.77 1,827.10 23,966.67 294,314.86 44, 26%
12-88 | 27,039.79 1,867.14 25,172.65 319,487.5% 48.05%
1-89 : | _ 26,791.12 1,270.13 25,520.99 345,008.50 51.88%
2-89 b - ® 10,073.64 1,926.47 8,149.17 353,157.67 53.11%
. £, |.ll.0utll U,..J.I'l,‘bjril|l!l|0l|ll!l$lllllll.litIIDCO)QD llllll L LR DR A R Al Ll Bl LR R maoasess. Cefmrmunbasssss s mAacanssuEAscassesatn
j * WELL + LEA KD, LAWSUIT COSTS = MAXIMUM LAWFUL PRICE 959,574.40  235,824.08 723,750.32
t 5w
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o g
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SCHEDULE ASSUMING ®. KOWARD OLSEM PARTICIPATING IN WELL

CARLSON FEDERAL NO. &,

P-23-255-37¢

LANGLIE MATTIX POOL, LEA COUNTY, MEW MEXICOD

Olsen Initial Investment { 25X W.1.)

e PR PR Yy s e e e e e .. ——— -

Lease and

«r*INVESTMENT REDOVERY *%*

Total Initial Revenue Less

Prod.Taxes &
Royalty *

Cumulative
Net Income

%X Expenses

Paid OQut

D e L TP puppa P ——————— rcmew CRmccccn e R T mrr— . m.—— . .—— cesawmrew B B g -

Intangible Lease and
prilling Well Equipment Well Equipment Inwestment
Costs Below wellhead Above wellhead
32,924.8 9,596.47
4£0,381.9% 8,237.10
132.46
87.89
472.50
1,078.98
545.38

Total initial Investment

93,454.95

* WELL COST (WITHOUT LEA CO. LAMSUIT COST) = SPOT PRICE
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Lease Het Income
Operating Reverwe less
Expense
5,813.79 ¢5,813.79)
2,165.84 6,321.44%
872.73 8,210.7%
6,161.36 2,636.94
1,790.32 9,085.95
2,7W0.65 6,040.08
1,466.08 2,225.30
674.03 1,556.32
1,934.36 1,535.68
91.06 1,220.18
B01.52 1,015.36
927.63 301.54
1,340.86 €36.22)
1,128.61 577.00
568.56 812.51
1,469.95 (458.43)
1,725.28 (625.35)
1,193.54 (300.763
1,620,08 £900.40)
1,806,85 (823.83)
730.13 267.77
5,081.07 (3,995.57)
1,381.53 2,112.83
1,223.20 2.136.81
980.69 1,.906.31
1,345.34 2,315.13
&79.27 2,692.77
1,948.18 1,691.86
567.88 3,389.9M
483,28 2,935.34
352.39 2,786.82
419,48 2,875.92
844 .08 1,684.54
6.0 2,095,483
44418 2,298.44
686.99 2,053.73
1,405.04 1,072.59
928.05 1,491,.40
456.78 1,866.06
£66.79 1,958.59
317.53 2,0756.29
481.12 1,028.66
58,956.02 71.321.06

(5,813.79)
507.65
8,718.39
11,355.33
20,441.28
26,481.36
28,705.66
30,260.98
31,797.65
33.017.83
34.033.19
34,334.73
324,298.51
34,875.51
35,688.02
35.229.59
34.604.24
34,303.49
33,403.09
32.579.26
32.847.03
28.851.46
30.964.29
33,101.10
35.007.41
37,322.54
40,015.31
41,707.17
45,097.07
48,032.41
50,819.23
53,695.14
S5,379.68
57,475.31
59,773.75
61,827.48
62.900.07
64.391.47
66,257.52
68,216.11
70.292.40
71,321.06

-6.22%
0.54%
9.33%

12.15%

21.87%

28.34%

30.72%

32.38%

34.02%

35.332

36.42%

36.74%

36.70%

37.32%

38.192

37.70%

37.03%

36.71%

35.762

34.86%

35.15%

30.87%

33.13%

35.42%

37.46%

39.94%

42_82%

44.63%

48.26%

51.40%

54.38%

S57.46%

59.26%

61.50%

63.96%

66.16%

67.31%

&B.90%

70.90%

2.99%

75.22%4

76.32%



PAYORST STATUS ASSUMING R. HOWARD OLSEN FORCED POOLED
CARLSON FEDERAL NO. 5, A-26-25§-37E
LANGLIE RATTIX POOL, LEA COUNTY, NEW MEX1CO

Initial Investment *aR [ NVESTMENT RECOVERY PERIOD**
Intangible Lease and Lease Total Initial Revenue Less Lease Het lncome Cumulative
PROD Drilling WMelt Equipment Well Equipment lnwvestment Prod. Taxes & Operating Reverwe less Net Income % Expenses
Date Casts Selow wellhead Above wellhead Royalty * Expenses LCE Paid out

12-8S 241,487.68 37,524.16 17,429.19 24,112.70 24,112.70) (26 ,112.70)

01-85 (9,591.13) 22,658.14 9.130.06 (9,130.06) (33,242.76)

02-86 1,870.22 4,820.27 {4,820.27) (38,063.03)
03-86 40,994.5¢ 2,073.19 38,921.40 858.37 0.28%
04-84 31,445.20 1,527.30 29,917.90 30,776.27 9.88%
05-84 Total I[nitial Investment 311,378.26 27.869.44 1,219.57 26,5649.87 57,426.14 18.44%
06-86 24,116.59 1,177.39 22,939.20 806,365.34 25.81%
07-856 22,475.50 37.94 21,537.56 101,902.90 32.73%
08-86 20,810.88 1,648.47 19,162.41 121,065.31 38.88%
09-86 20,027.26 1,615.90 18,411.36 139,476.67 &6 . 79%
10-86 19,385.38 884.29 18,501.09 157,977.76 50.73%
11-86 15,381.24 2,774.15 12,607.09 170,584 .85 54.78%
12-86 17,178.69 1,010.14 16,168.55 186,753.40 59.98%
01-87 15,803.54 1,053.00 14,750.54 201,503.94 H4. T
02-87 14,624.27 B12.46 13,811.461 215,315.55 &9.15%
03-87 16,176.49 29417 15,182.32 230,497.87 74.03%
04-87 13,050.64 941.28 12,109.36 242,607.23 77.91%
05-87 13,103.23  1,108.07 11,995.16 254 ,602.39 B1.7T7%
06-87 16,111.62 97547 15,134.15 262,738.54 B86.63%
07-87 17,776.80 1,064.13 16,712.67 286,451.21 1.99%
08-87 15,399.31  1,016.79 14,382.52 300,833.73 ©6.61%
09-87 14,654.74 1,896.43 12,758.31 313,592.04 100.71%

Initial !nvestment {ess surface equipment v A tOENALTY PERIQD™***

200% TIMES $271,290.93 - T L e e e C TR asaeen oemmecesanceccnnenians

Amount to recover ,A;N\\J 2 a0 2,213.78
10-87 &.Q \m . 14,945.8% 1,564.40 . 13,381.41 15,595.19 2.87%
11-87 11,949.7% 1,1264.93 10,824 .81 26,420.00 £.87%
12-87 14,528.41 933.93 13,594.48 40,014.48 7.37%
01-88 13,604.58 67.75 12,636.83 52,651.31 9.70%
D2-88 . 11,850.68 1,099.26 10,751.42 63,402.73 11.69%
03-88 13,645.17 1,283.2¢9 12,361.88 75,764 .61 13.96X
04-88 12,484.70 856.04 11,628.65 87,393.27 16.11%
05-88 11,555.99 1,132.58 10,423.41 97,8146.48 18.03%
046-88 14,258.38 904 .93 13,353.45 111,170.13 20.49%
07-88 13,975.26 381.10 13,094.1%6 $24,264 .29 22.90%
03-88 12,996.13  1,125.12 11,869.01 136,133.30 25.09%
09-88 11,906.12 859.16 11,066.96 147,180.26 27.13%
10-88 11,862.21 782.65 11,079.56 158,259.82 29.17%
11-88 11,647.82  1,233.61 10,414.21 168,674.03 31.09%
12-88 11,567.93 860.48 10,707.45 179,381.48 33.06%
1-a¢ 12,162.34 T72.26 11,390.08 190,771.56 35.16%
2-39 5,462.23 579.85 4,882.38 195,653.54 36.06%

P L T T T T T e N P P L Y T e P T T - — P L L oL D L L L TP cseveavanens emmsacewn

* WELL DOST + LEA CO. LAMSUIT COSTS = MAXIMUM LAWFUL PRICE) 586,786.9% 79,7547 507,032.20




SCHEDULE ASSUMING R. HOWARD OLSEK PARTICIPATING IN WELL
CARLSOW FEDERAL MO. 5, A-26-25S8-37€
LAKGLIE MATTIX POOL, LEA COUNTY, MEW MEX100

(6,028.18)
(8,310.69)
(9.515.76)
214.59
7,694.07
14,356.54
16,758.13
19,031.09
20,936.82
22.759.98
24,507.77
25,287.29
26.675.22
27.973.96
29,375.52
30.840.91
31,983.12
33, 066.69
34,513.90
36,113.06
37.358.50
38,307.02
39.361.92
40,203.47
41,458.01
42.814.62
43,928.72
44,913.23
46,155.09
46.,931.41
48,009.94
49,065.59
49.966.25
50,831.23
51,707.58
52,447.93
53,270.47
54, 164.08
S5,015.27

Initial lnvestment { 25X W.1.) AR NVESTHENT RECOVERY PERICD®**
u:n!..mm.wrw Lease and Lease Total Initial Revenue Less Lease Net I[ncome
Dritling Vetl Equipment Well Equipment Investment Prod. Taxes & Operating Revenue less

Costs Selow wellhead Above wellhead Royalty * Expenses LOE
60,371.92 2.381.04 4,357.30 0.00 6,028.18 (6,028.18)
(2,397.78) 5.664.54 0.00 2,282.52 {2,282.52)

467.56 0.00 1,205.07 £1,205.07)

10,248.65 518.30 9,730.35
7,861.30 381.83 7,479.48
Yotal Init{al fnvestment 77, 844.57 6,967.36 304 .89 6,8682.47
2,4695.94 29435 2,401.59
2,507 .45 234.49 2,272.97
2,317.84 412.12 1,905.72
2,227.14 403.98 1.823.17
1,968.86 221.07 1,7647.79
1,473.06 693.54 779.52
1,640.46 252.54 1,387.93
1,561.99 263.25 1,298.74
1,604.73 20317 1,401.57
1,713.93 248.54 1,4485.39
1,377.53 235.32 1.142.2%
1,360.59 277.02 1,083.57
1,691.08 243.87 1,447.21
1,855.19 266 .03 1,599.16
1,499.64 254.20 1,245.44
1,422.62 47411 948.51
1,446.00 391.10 1,054.90
1,122.79 281.23 841,56
1,488.02 233.48 1,254.54
1,598.55 241.94 1.356.61
- 1,388.91 274.82 1,114,110
1.305.33 320.82 984.51
1,455.87 214.01 1,241.86
1,059.47 283,15 776.33
1,306 .76 226.23 1,078.53
1,275.93 220.28 1,055.66
1,181.94 281.28 900.66
1,079.77 214.79 864.98
1,072.01 195.66 876.35
1,048.75 308.40 740.35
1,037.66 215.12 822.54
1,086.68 193.07 893.62
996.15 144.96 851.19






ANALYSIS OF GAS PRICING
CARLSON FEDERAL #4
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CARLSON FEDERAL #4

OLSEN’S EPNG OLSEN’S OLSEM’S
PROD WCF MNCF MNBTU RARKET OuT GROSS PRODUCT 108 NET
DATE @ 15.025 3 14.73 8Ty ety (21.875% NRD) PRICE REVEMUE TAXES REVENUE
85709
85710 11,540 11,771 1116 13,136.56 2,873.82
85/11 16,688 17,022 1116  18,996.79 4,155.55
85712 12,675 12,929 1061 13,717.50 3,00¢.70
86701 15868 16,1856 1661  17,173.12 3,76.62
86702 12,729 12,984 1061  13,775.95 3,013.49
86703 5,061 5,162 1061 3,477.26 1,198.15
356704 2,773 2,829 1061 3,001.08 656.49
86/05 4,734 4,829 1121 5,413.09 1,184.1
86,06 6,023 8,164 1121 6,887.00 1,5056.53 1.50 2,259.80 248.58 2,011.22
86707 5,441 5,550 112t 6,221.51 1,360.96 1.50 2,041.43 224.56 1,816.88
86/08 3,681 3,755 1121 4,209.04 920.73 1.50 1,381.09 15192 1,229.17
86709 3,907 3,985 121 4,467 .46 977.26 1.50 1,465.89 161.25 1,304.64
86/10 4,992 S,092 1147 5.840.50 1,277.61 1.50 1,916.41 210.81 1,705.61
a6/ 4,664 4,757 1147 5,456.75 1,193.66 1.30 1,551.76 170.69 $,381.07
86712 3,416 3,484 1147 3,996.62 874.26 1.30 1,136.54 125.02 1,011.52
87701 3,577 3,649 1147 4, 184.99 915.47 1.35 1,235.88 135.95 1,099.93
87102 2,613 2,665 1147 3,057.13 668.75 1.50 1,003.12 110.34 892.78
87,03 2,179 2,223 1147 2,549.37 557.67 1.45 808.63 88.95 719.68
87/04 2,900 2,958 1170 3,460.95 757.08 1.45 1,097.77 120.75 977.02
87/05 2,962 3, o1 1170 3,534.94 773.27 1.45 1,121.24 123.34 997.90
87/06 3,222 3,287 1170 3,845.24 B841.15 1.45 1,219.66 134.16 1,085.50
87707 10,372 10,580 1170 12,378.27 2,707.75 1.45 3.926.23 £31.89 3,494.35
87,08 10,12 10,927 1170 12,784.04 2,796.51 1.35 3,755.29 415.28 3,360.01
87709 9,204 9,388 1170 10,984.35 2,402.83 1.35 3,243.81 356.82 2,887.00
87/10 1,650 11,883 172 13,927.25 3,046.59 1.35 4£,112.89 452.42 3,660.47
87/1 10,732 10,947 1172 12,829.80 2,806.52 - 1.35 3,788.80 416.77 3,372.03
87/12 10,786 11,002 1172 12,894.36 2,820.64 1.45 4,089.93 449.89 3,6460.04
88/01 10,306 10,512 1172 12,320.53 2,605.12 1.65 4,445.94 489.16 3,957.78
88/02 8,902 9,080 1172 10,642.09 2,327.96 1.65 3.841.13 422.52 3,418.61
88/03 9,991 10,191 . 72 11,963.96 2,612.74 1.35 3,527.20 387.99 3,139.21
88,04 8,751 . 8,926 1219 10,881.11% 2,380.24 1.65 3,927.40 £32.1 3,495.39
88/05 8,035 8,196 1219 9,990.82 2,185.49 1.30 2,841,146 312.53 2,528.62
88/06 9,125 9,308 1279 11,X6.14 2,481.97 1.30 3,226.56 354.92 2,871.64
88/07 8,715 8,890 1219 10,836.35 2,370.45 1.30 3,081.59 338.97 2,742.61
38/08 8,709 8,883 1219 10,828.88 2,368.82 1.30 3,079.46 338.74 2,748.72
88/09 7,873 8,031 1219 9,789.39 2, 11.43 1.30 2,783.86 306.22 2,477.63
88/10 7,362 7,509 1273 9,559.52 2,091.14% 1.30 2,T18.49 299.03 2,419.45
&8/11 7,068 7,210 1273 9,177.76 2,007.63 1.30 2,5809.93 287.09 2,322.83
as/12 7,380 7,528 1273 9,582.89 2,096.26 1.30 2,725.13 299.76 2,425.37
89/01 7,284 7,430 1273 9,458.23 2,068.99 1.30 2,689.68 295.87 2,393.82
89/02 4,59% 4,686 1273 5.,965.28 1,304.9 1.3 1,686.38 186.60 1,509.78
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STATE OF NEW MEXICO
INERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE EEARING CALLED
BY THE OIL CONSERVATION DIVISION YO
CONSIDER THE APPLICATION OF:
CASE NO. 8668 (Reopened)

ORDER NO. R-83031-A
DOYLE HARTMAN FOR COMPULSORY POOLING, :
LEA COUNTY, BEING REOPENED UPON THE

APPLICATION OF BOWARD OLSEN TO RECONSIDER
THE PROVISIONS OF DIVISION ORDER NO. R-8031

ORDER OF THE DIVISION
BY THE DIVISION: |

This caﬁse came on for hearing at B:15 a.m. on September
6, 1989, at Santa Fe, New Mexico before l'.xaminer Michael E.
Stogner.

NOW, on this gfh day of January, 1991, the Division
Director, having considered the evidence as contained in the
record and the recommendations of the Examiner and being fully
advised in the premises,

. JINDS THAT:

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

(2) Olsen filed his application to reopen this case
seeking strict compliance with Order No. R-8031 on August 17,
1987. Olsen specifically seeks enforcement of the Division's
order requiring the submission by the operator of estimated
well costs prior to drilling, the effect of which will enable
him now to receive well costs, challenge those costs and make
a decision about whether or not to join the well, knowing the
goducﬁve ability and approximate current payout status of

e well.

(3) The parties in this case, appearing by counsel, have
submitted depositions and have stipulated to a Chronological
Statement of Key Facts, and there are no factual disputes
about the order of events.



Case No. 8668 (Reopened)
Order No. R-8031-A
Page 2

(4) Howard Olsen did not appear and enter any objection
at the original compulsory pooling hearing held on July 31,
1985, nor does he challenge the validity of the oxder.

(5) Howard Olsen was l party force-pooled by Order R-
8031 into a standard proration unit in the Langlie-Mattix
Pool, being the SE/4 SE/4 of Section 23, Township 25 South,
Range 37 BRast, NMPM, Lea County, New Mexico, upon the
application of Doyle Hartman.

(6) Doyle Hartman commenced drilling the Carlson Federal
l!o. 4 well, (the “subject well"), on said proration unit on
September 10, 1985, which is after Case 8668 was heard but
se:gnteen days prior to the entry by the Division of Order No.
R-8031.

(7) Although Hartman provided Clsen with an AFE for the
subject well prior to the compulsory pooling hearing, he diad
not do 8o after the order was entered and at least thirty days
prior to drilling the well in accordance with the provisions
of the order.

(8) The uncontroverted evidence is that Olsen was aware
of Hartman's plans to drill the sudbject well and had entered
into negotiations to sell his interes: to Eartman prior to the
drilling of the well, but he did not continue with those
negotiations after the well was drllled. There is additional
evidence that Olsen refused communications from Hartman
regarding operations on this well.

(9) Olsen 4id not f£ile his application tb reopen until
August 1987, almost two years after the well was spudded.

(10) In October and November of 1987 a certified public
accountant retained by Mr. Olsen examined the £financial
xecords of Doyle Hartman relating to the costs of the sudbject
well. Olsen has not filed any odbjection to the costs of said
well, and the actual well costs shculd be determined to be
Teasonable.

(11) The Division will normally require strict compliance
with its orders, but it must rely on affected parties to bring
non-compliance to its attention.

{12) Olsen did not diligently pursue his remedy although
the evidence shows that he had substantive knowledge of
sufficient information to enable him to protect his interests.
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- This fallure on his part to seek relief makes it hnpossible
for the Division to compel strict compliance with the terms
of Order R-8031.

(13) It 4is the mtent of compulsory pooling orders
entered by the Division to give parties pooled thereunder the
opportunity to pay thelr costs and share in the risks and
benefits of drilling the well, or in the alternative to allow
those parties paying the costs and taking the risk to be
compensated for that risk.

(14) It is not clear from the evidence that Olsen had a
reasonable opportunity to participate in drilling the well,
and he should be afforded the opportunity at this time to pay
his pro rata share of the well costs and receive his pro rata
share of the proceeds of production, if he so elects to
participate. {

(15) Hartman has Jincurred and- paid those costs
attributable to Olsen's interest, and, considering the time
that has passed because this matter has not been diligently
pursued, if Olsen elects to pay his pro rata share of well
costs, he should compensate Hartman for the use of his money
with a reasonadle interest charge. :

{16) If Olsen elects to pay his share of the costs of the
aell, he should be entitled to receive his share of the
goceeds of production together with reasonadble interest

ereon.

(17) A reasonable rate of interest is the rate provided
for in New Mexico statutes for interest on judgments.

I8 THEREFORE THAT:
{1) Order R-8031 shall remain in full force and effect.

(2) The actual well costs incurred by Ba.rtman are
determined to be reasonable well costs.

(3) Applicant to reopen this case, Howard Olsen, may
elect to participate in the Carlson Federal No.4 well by
paying to Doyle Hartman within thirty (30) days the pro rata
share of drilling, completion and operating costs of said well
as provided in Order R-8031 attributable to his interest,
together with interest thereon from the date such costs were
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incurred to the date of this order at the rate of interest on
-Judgments as set forth in New Mexico statutes.

(4) ‘If Olsen elects to join the well and pays those
costs to Hartman, Hartman shall, within thirty (30) days of
delivery of such payment, account for and pay to Olsen the
proceeds from production attributable (o Olsen's interest with
interest thereon at the judgment rate {rom the date of receipt
of such proceeds by Hartman, or from the date such proceeds
were placed in suspense by Hartman or any purchaser, to the
date of the delivery of payment of costs by Olsen to Hartman.

(S) If Olsen fails to pay his pro rata share of costs
as provided herein, his interest shall be deemed to be non-
consent pursuant to the provisions of Order R-8031.

(6) Jurisdiction of this cause is retained for entry of
such further orders as the Division may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year
hereinabove designated.

STATE OF NEW MEXICO

WILLIAM J.
Director

SEAL
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2]l STATE OF NEW MEXICO
-+~ - ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

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

CASE NO. 876% (Reopened)
ORDER NO. R-8091-A

DOYLE HARTMAN FOR COMPULSORY POOLING,

LEA COUNTY, BEING REOPENED UPON TEE
APPLICATION OF HOWARD OLSEN TO RECONSIDER
THE PROVISIONS OF DIVISION ORDER NO. R-8091

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 8:15 a.m. on September
6, 1989, at Santa Fe, New Mexico before Examiner Michael E.
Stogner.

NOW, on this 8th day of January, 1991, the Division
Director, having considered the evidence as contained in the
record@ and the recommendations of the Examiner, and being
fully advised in the premises,

FINDS THAT:

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

(2) Olsen filed his application to reopen this case
seeking strict compliance with Order No., R-8091 on August 17,
1987. Olsen specifically seeKks enforcement of the Division's
order requiring the submission by the operator of estimated
well costs prior to drilling, the effect of which will enable
him now to receive well costs, challenge those costs and make
a decision about whether or not to join the well, knowing the
productive ability and approximate curxent payout status of
the well.

(3) The parties in this case, appearing by counsel, have
submitted depositions and have stipulated to a Chronological
Statement of Key Facts, and there arc no factual disputes

- about the order of events.
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(4) Howard Olsen did not appear and enter any okjection
at the original compulsory pooling hearing held on November
21, 1985, nor does he challenge the validity of the crder.

(5) Howard Olsen was a party force-pooled by Order R-
8091 into a standard proration unit in the Langlie-Mattix
Pool, being the SE/4 NE/4 of Section 26, Township 25 South,
Range 237 East, NMPM, Lea County, New Mexico, upon the
application of Doyle Hartman.

{(6) Doyle Hartman commenced drilling the Carlson Federal
No. 5 well, (the "subject well™), on said proration unit on
December 10, 1985, which is four days after thec entry by the
Division of Order No. R-80%91.

{7) Although Hartman provided Olsen with an AFE for the
subject well prior to the compulsory pooling hearing, he did
not do so after the order was entered and at least thirty days
prior to drilling the well in accordance with the provisions
of the order.

~(8) The uncontroverted evidence is that Olsen was aware
of Hartman's plans to drill the subject well and had entered
into negotiations to sell his interest to Hartman prior to the
drilling of the well, but he did not continue with those
negotiations after the well was drilled. There is additional
evidence that Olsen refused communications £from Hartman
regarding operations on this well.

(9) Olsen did not file his application to reopen until
August 1987, almost two years after the well was spudded.

{10) In October and November of 1987 a certified public
accountant retained by Mr. Olsen examined the financial
records of Doyle Hartman relating to the costs of the subject
well. Olsen has not filed any objection to the costs of said
well, and the actual well costs should be determined to be

reasonable.

(11) The Division will normally require strict compliance
with its orders, but it must rely on affected parties to bring
non-compliance to its attention.

(12) Olsen did not diligently pursue his remedy although
the evidence shows that he had substantive knowledge of
sufficient information to enable him to protect his interests.
This failure on his part to seek relief makes it impossible
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for the Division to compel strict compliance with the terms
of Order R-809].

{13) It is the intent of compulsory pooling orders
entered by the Division to give parties pooled thereunder the-
opportunity to pay their costs and share in the risks and
benefits of drilling the well, or in the alternative to allow
those parties paying the costs and taklng the risk to be
compensated for that risk.

{14) It is not clear from the evidence that Olsen had a
reasonable opportunity to participate in drilling the well,
and he should be afforded the opportunity at this time to pay
his pro rata share of the well costs and receive his pro rata
share of the procecds of production, if he so elects to
participate. _

{15) Hartman has incurred and paid those costs
attributable to Olsen's interest, and, considering the time
that has passed because this matter has not been diligently
pursued, 1f Olsen elects to pay his pro rata share of well
costs, he should compensate Hartman for the use of his money
with a reasonable interest charge.

{16) If Olsen elects to pay his share of the costs of the
well, he should be entitled to receive his share of the
proceeds of ‘preoduction together with reasonable interest
thereon.

(17) A reasonable rate of interest is the rate provided
for in New Mexico statutes for interest on judgments.

1T IS THEREFORE ORDERED THAT:

{1} Order R-8091 shall remain in £ull force and effect.

{2) The actual well costs incurred by BHartman arec
determined to be reascnable well costs.

{3) Applicant to reopen this case, Howard Olsen, may
elect to participate in the Carlson Federal No. 5 well by
paying to Doyle Hartman within thirty (30) days the pro rata
share of drllllng, completion and operating costs of said well
as provided in Order R-8091 attributable to his interest,
together with interest thereon from the date such costs were
incurred to the date of this order at the rate of interest on
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judgments as set forth in New Mexico statutes.

(4) 1If Olsen elects to joiln the well and pays those
costs to Hartman, Hartman shall, within thirty (30) days of
delivery of such payment, account for and pay to Olsen the
proceeds from production attributable to Olsen's interest with
interest thereon at the judgment rate from the date of receipt
of such proceeds by Hartman, or from the date such proceeds
were placed in suspense by Hartman or any purchaser, to the
date of the delivery of payment of costs by Olsen to Hartman.

(5) If Olsen fails to pay his pro iata share of costs
as provided herein, his interest shall be deemed to be non- -
consent pursuant to the provisions of Order R-8091.

{6) Jurisdiction of this cause is retained for entry of
such further orders as the Division may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year
hereinabove designated.

STATE OF NEW MEXICO
O1L CONSERVATION DIVISION

WILLIAM J. LEM
Director



STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

IN THE MATTER OF THE HEARING CALLED
BY THE OIL CONSERVATION COMMISSION TO
CONSIDER THE APPLICATION OF:
CASE NO. 8769 De Novo
ORDER NO. R-8091-B

HOWARD OLSEN TO REOPEN CASE 8769,
LEA COUNTY, NEW MEXICO

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9:00 a.m. on February 28, 1991,
at Santa Fe, New Mexico before the 0Oil Conservation Commission of the
State of New Mexico, hereinafter referred to as the "Commission".

NOW, on this 25th day of April, 1991, the Commission, a guorum
being present, having considered the testimony presented and the
exhibits received at said hearing, and further considering comments
submitted pursuant to request of the Commission, and being fully
advised in the premises,

FINDS THAT:

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

{2) This matter comes before the Commission on the de novo
application of Doyle Hartman, by which Hartman requests the Commission
dismiss the application of Howard Olsen to reopen this case.

(3) This matter was consolidated with Case 8668 for hearing
because both cases raise the same issue for consideration, namely
whether or not Doyle Hartman should be compelled to strictly comply
with the Division order by which Olsen's working interest was force-
pooled into a well operated by Hartman.

(4) The applicant Howard Olsen appeared by counsel only at this
hearing and at the hearing before the Division examiner and relied
solely on deposition evidence at both hearings.

(5) Doyle Hartman appeared through counsel at this hearing and
presented evidence by deposition and by witness testimony.
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{6) The evidence clearly shows that, contrary to the provisions
of the original compulsory pocling order, Hartman did not provide
Olsen with an AFE for the proposed well after the original compulsory
pooling order was entered and before the well was drilled. The record
also shows, however, that Olsen was well aware of Hartman's intention
to drill the well, that he had received an AFE prior to the hearing
on the original application and that he actually had negotiations with
Hartman toward the sale of the interest to Hartman.

(7) The evidence further shows that Olsen is knowledgeable about
the o0il and gas industry and fully understood the nature of the
transactions and activities involved in this matter.

(8) Olsen knew of the compulsory pooling hearing and that the well
was drilled, as further evidenced by the fact that Hartman entered
into 1litigation with El1 Paso Natural Gas over the gas purchase
contracts for the well and offered Olsen the opportunity to be a party
to that litigation, but Olsen did not participate in that lawsuit.

(9) Normally the Commission will require complete adherence to
all provisions of its orders and those of the Division, and it relies
on affected parties to raise any issues of non-compliance. When, as
in this case, the party seeking strict compliance had knowledge of the
Division hearing to force pool his interest, did not appear at that
hearing and did not diligently pursue a remedy to the detriment of the
other party it is reasonable to conclude that such party (Olsen) is
attempting to gain a regulatory advantage by waiting until the well
has demonstrated its commercial success including payout of the
capital investment and a projected profit before requesting the option
to participate under the original compulsory pooling order.

(10) The application of Howard Olsen to reopen this case to seek
strict enforcement of the Division's compulsory pooling order should
be dismissed as requested by Hartman.

(11) Operators who obtain compulsory pooling orders from the
Division or the Commission should comply with the terms of those
orders in providing the opportunity to parties pooled by those orders
to prepay their pro rata share of costs to avoid a risk penalty, and
only in unusual circumstances as are presented in this case will
operators not be held to strict compliance with such orders.
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IT IS THEREFORE ORDERED THAT:

{1) The application of Howard Olsen to reopen Case 8769 is hereby
dismissed.

(2) Jurisdiction of this cause is retained for entry of such
further orders as the Commission may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year hereinabove
designated.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

GARY CARLSON,
Member

75227’/%%?jiéub

WILLIAM W. WEISS,
Member

D

WILLIAM J. LENAY,
Chairman
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