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PAN AMERICAN PETROLEUM CORPORATION:

P. 0. Box 480, Farmington, New Mexico

June 21, 1962

File: H-1081-400.1

.

Subject: Schedule of Well Costs - Revised
Stedje Gas Unit No. 1
San Juan County, New Mexic 29

Mr. A. L. Porter

New Mexico 0il Conservation Commission
P. 0. Box 871

Santa Fe, New Mexico

Dear Sir:

ing costs shown by our records as of May 31, 1962,

Drilling Costs
Day Work - Drilling Contract
Turnkey Contract
Truck and Service Equipment
Fuel
Drilling Mud and Related Material
Bits and Rental Equipment
Well Surveys and Test Services
Acidizing, Shooting and Perforating
Cementing Casing
Geological and Engineering
Roads, Rridges and Canals

’

29

(2

In accordance with the last paragraph of our letter dated May 8, 1962,
File: N-1063-400,1, we are listing below revised cost data represent-

$11,853.19
30,794.30
3,275.85
726,20
459.04
1,830.78
891,65
7,982.29
%, 580, 64
136.43
43.55

Losses on Retiremerts, Sales, Transfers,

and Other Charge-Offs
Material and Supplies - Other
Other Labor - Company
Other Labor - Contract
Other Drilling Costs

Well Equipment
Well Head
Casing
Tubing
Noncontrollable Tangible Material
Valuation Reserve

13,67
3,152.35
483.18
511.16
301,21

$ 3,830.81
17,227.62
6,717.57
1,288.79

(421,00)

$66,945.49

$28,643.79
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Mr. A. L. Porter File: H-1081-400.1

Lease Equipment

; Construction $ 2,611.41
I Noncontrollable Tangible Material 990.13
Pipe 578.23
Heater 3,826.93
Tank 4,347.05
Separator 5,206,80
Other 245,76
Walkway 720.19
Valuation Reserve (170.58) $18,355.92
Overhead Charges
Field $ 192,70
District 144,85
Administrative 303.79
Miscellaneous Charges and Credits 54.16 § 695.50
Operation
Well Expense : $ 970.29

$115,610.99

Yours very truly,

PAN AMERICAN PETROLEUM CORPORATION

GLH:ep

cc: Henry E, and Loie Irene Lindsey
P, O, Box 176
Flora Vista, New Mexico
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PAN AMERICAN PETROLEUM GORPORATION

P. 0. Box 480, Farmington, New Mexico
May 8, 1962 152 Ly SO oq 03
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File: H-1063-400.1

Subject: Schedule of Well Costs
Stedje Gas Unit No. 1
San Juan County, JNau.Mexico

Mr. A. L, Porter é ‘Ff . f
A VU

New Mexico 0il Conservation Commission
P. 0. Box 871
Santa Fe, New Mexico

Dear Sir: {
!

In accordance with the requireients of Casge Nos 2500=f0rder No. R-2226, we
are listing below an itemized schedule of well ¢ for the Stedje Gas Unit
which includes all charges booked as of February 28, 1962,

Drilling Costs

Day work - Drilling Contract $11,853.19
Turnkey Contract 30,704.30
Truck and Service Equipment 3,275.85
Fuel 726,20
Drilling Mud and Related Material 459.04
Bits and Rental Equipment - 1,830.78
Well Surveys and Test Services 891.65
Acidizing, Shooting and Perforating 7,982.29
Cementing Caging 4,580.64
Geological and Engineering 136.43
Roads, Bridges and Canals 43,55
Losses on Retirements, Sales, Transfers,

and Other Charge-Offs 8.11
Material and Supplies - Other 3,152.35
Other Labor - Company 483,18
Other Labor - Contract 511.16
Other Drilling Costs 294,44  $66,933.16

Well Equipment

Well Head $ 3,970.06
Casing 17,361.01
Tubing 6,717.57
Noncontrcllable Tangible Material 1,380.95
Valuation Reserve (577.38) 28,852.21




Page 2 May 8, 1962
Hl‘. A‘ Lo POtter File: H‘ 1063"4000 1
New Mexico 011 Conservation Commission

Lease Equipment

Pipe $ 227.30
Other ‘ 245,76
Noncontrollable Tangible Haterial 328.60
Valuation Reserve (381.27) $ 420.39
Overhead Charges
Field $ 192.70
District 54.44
Administrative 218.14
Miscellaneous Charges and Credits 17.52 482.80

96,688,.56

Subsequent to the completion of the well, we have recently installed necess-
ary lease equipment in order to initiate the sale of gas and condensate, the
cost of which is not yet available to this office. In the near future we
will furnish reviged cost data which will include recently instniled lease
equipment, as well as any adjustments that may be necessary for costs re-
corded subsequent to February 28, 1962.

Yours very truly,

PAN AMERICAN PETROLEUM CORPORATION

A et

. M, Curtis
District Superintendent

GLH:ep
cc: Henry E. and Lole Irene Lindsey

P, 0. Box 176
Flora Vista, New Mexico
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GOVERNOR
EDWIN L. MECHEM
CHAIRMAN

State of Netw Wexico
© il Eonsgervation Commission

LAND COMMISSIONER
E. 3. JOHUNNY WALKER

% STATE GEOLOGIST
- A. L. PORTER, JR.

MEMBER SECRETARY - DIRECTOR
N \ \ P. 0. BOX 37!
\ SANTA FE
\ May 1, 1962

Re: CASE NO, A

o M=2226
Mx. Guy Busll ORDER NO

Pan American Petroleum Corporation APPLICANT:

Box 1410
Yort Worth, Pan Mserican Petroleum Corporation

Dear Sir: %

Enclosed herewith are two copies of the above-referenced
Commission order recently entered in the subject case.

Very truly vours.

S _ 71 .

A, L, PORTER, Jr.
Sfecretary-Director

ir/
Carbon copy of order also sent to:

Hobbs OCC %
Artesia OCC
Aztec OCC X

OTHER Henry E and Loie Irene Lindsey, Box 176, Flora Vista, N. Mex.




BEFORE THR OIL CONSERVATION COMMISSION
OF THR STATE OF NEW MRXICO

CASE ¥o. 2500
Oxdexr ¥o. R-2226

ELINE COMMIBEION:

This cause came om for hearing at 9 o'clock a.m. on
FPebcwmrxy 27, 1962, at Saata Fe, Nev Mexico, before Rlvis A. Utx,
Exaniner duly appointed by the 0il Conservation Commission of New
Mexico, hexeinafter referred to as the "Commissiom, " in accordance
with Rule 1214 of the Commission Rules and Regulatioms.

BOW, om this__30th day of April, 1962, the Commission,
a quoxwm being preseat, Eving comsidared the applicatioa, the
evidence adduced, and the recommendations of the Rxamimer,
Elvis A. Utx, and being fully advised in the premises,

EXNDS:

{1) That due public notice having been given as rxequired by
law, the Commission has jurisdiction of this cause and the subject
mattexr thereof.

{2) That the applicant, Pan American Petroleum Corporation,
seeks am order pooling all mineral interests in the Plora Vista-
Mesaverde and Basin-Dakota Gas Pools in the W/2 af Sasctiom 27,
Township 30 Morth, Bange 12 West, EMPM, San Juan County, New
Mexico. As an altermative, applicamt requests the establighment
of a 318-acre non-standard gas proration unit in both of said
pools consisting of all of the N/2 of sald Section 27 axcept 2
acres which comprise Lot 9, Block 3 of Flora Vista Acres Sub-
division in the NW/4 NE/4 of said Section 27 owned by Henry E.
and Ioie Irene Lindsey, P, O. Box 176, Flora Vista, New Mewice,

(3) That the applicant has made fair and reasonable oiffers
to lease or to communitize with respect to each non-consenting
working interest owner within the N/2 of said Section 27.

(4) That although the applicant has made fair and reason-
able cffers and has bsen diligent in its efforts to form the
propcsed proration units, there remain non-consenting interest
owners in the subject proration units who have not agreed to the
pooling of their intexesis.
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CASE No. 2500
Order Mo. R-2226

(S) That to avoid the drilling of unnecessary wells, to
protect correlative rights, and to afford to the owner of sach
intexest in said proratiom units the opportunity to recover or
receive without unaecessary expense his just and fair share of
::xj:tth txmmm:mmu;;.m-mmu,

application should appxoved pooling all minaresl
intexests, vhatsver they may be, within said waits, :

{6) That the applicant to dedicate the subject
vaits to its Stedje Gas Unit Well No. 1 located in the SE/4 IW/4
of salid Section 27, which well has besn completed in the Plorxa
Vista-lesaverde and Busin-Dakota Gas Pools.

{7) That the applicant seeks permission and should be
authorised to withhold the proceeds from production attributable
toaehmthgvorung interest untii such time as sach
interest's share of the costs of said well has been recovered,
m—:smmmzuacmmmmnanwxmm

the drilling of the well.

(8] That $100.00 per wmomth should be fixed as the cost of
opsrating the subject well, and each nom-consenting working intex-
ezt owmer should be assessed with hi3 share of such cost, to be
paid out of production.

(9) That the applicant should furnish the Commisaion amd
sach non-comsenting working interest owner in the subject units
an itemized =chedule of total well Costs within 30 days following
tis date of this orxder.

(10} That aay nom-consenting working interest owmer should
be affoxded the opportunity to pay his share of well costs within
30 days from the date the schedule of well costs is furr.ished him

by the applicant im lieu of paying his share of costs out of pro-

duction.

{11} That Pan American Petroleum Corporation should be
designated the operator of said units.

IT I5 THEREFORE ORDERED:

(1) That all mineral intexests, whatever they may be, in
the Flora Vista-Mesaverde and Basin-Dakota Gas Pools in the K/2
of Section 27, Township 30 North, Range 12 West, NMPM, San Juan
County, Hew Maxico, are hereby pooled to form a 320-acre gas pxo-
ration unit in each pool. Sald units shall be dedicated to the
Stedje Gas Unit Well Ro. 1 located in the SE/4 NW/4 of said Sec~
tion 27.

(2) That Pan American Petroleum Corporation is hereby
designated the operator of said units.
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' cASE Mo. 2500

Order No. R-2226

(3) That Fan American Petroleus Corporation is hexeby
authorizsed to withhold the proceads from production attributable
to each non-comsenting working interest uatil such time as sach
interest's share of well coats has beem ryecovered, plus 23 perceat|
thexeof as a charge for the risk involved in the drillimg of the

(4) That $100.00 per momth is fiwed asz the cost of
the subject well, and Fun Amsrican Petyoleum Corporatiom is heredy
authorized to withhcld from production the proportionate share of
such cost attributable to each non-comsenting working interest.

alty interest for thes purpose of allocating costs and chargss
under the texms of this order.

{6) TYhat any vell costs or charges which are to ba paid out
of production shall be withheld oaly from the working interests'’
share of productiom, and mo costs or charges shall ba withheld
from productiomn attributabls to royalty intereasts.

(7) That the applicamt shall furmish the Comaissioa and
each non-comsentimng working interest owaer ia the subject unit
an itemized schelule of well costs within 30 days following the
date of this eoxder.

{8) That any non-consenting working interest owner shall
have the right to pay his share of well costs to Pan American
Petrolsum Corxporation within 30 days from the date the schedule
of wall costs is furmished him by Pan American petroleum COrpoxa-
tiom, in lieu of paying his ahare of well costs out of productioa.
In the event any such owner elects to pay his share of well costs
as provided for imn this paragraph, he shall remain liable for
operxating costs but shall not be liable for risk charges.

(9) That jurisdiction of this cause is retained for the
| antry of such further ordars as the Commission may deem necessary.

: DONE at Santa Fe, New Mexico, on the day and year herein-
. above designated.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSICHN

5L he—

EDWIN L. MECHEH, Chail:man
,/“ 3 / -// £
Pd Al d 2,

B zfma, Membex
4.)-,,. S

: JL, & Secretary
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Docket No. 6-62

CASE 2498: Application of Shell Qil Company for approval of the Emerald
Unit Agreement, Lea County, New Mexico. Applicant, in tlie
above-styled cause, seeks approval of the Emerald Unit Agree-
ment embracing 1200 acres, more or less, of State lands in
Sections 14, 15, 22 and 23, Township 16 South, Range 32 East,
Lea County, New Mexico.

. . B
T R AIY W, Bk e x

CASE 2499: Application of Shell Q0il Company for approval of the Royal
Unit Agreement, Lea County, New Mexico. Applicant, in the
above-styled cause, seeks approval of the Royal Unit Agree-
ment embracing 1078.49 acres, more or less, of State and
fee lands in Sections 24 and 25, Township 10 South, Range
34 East, and Sections 19 and 30, Township 10 South, Range
35 East, all in Lea County, New Mexico.

\\CASE 2500: Application of Pan American Petroleum Corporation for an '
order pooling all mineral interests in the Flora Vista-Mesa- \

\\\ verde and Basin-Dakota Gas Pools in the N/2 of Section 27, |
Township 30 North, Range 12 Wesi, San Juan County, New Mexicoi

1

As an alternative, applicant requests the establishment of

a 318-acre non-standard gas proration unit in the Flora

Vista-Mesaverde and Basin-Dakota Gas Pools consisting of all

the N/2 of said Section 27, except two acres which comprise

Lot 9, Block 3 of Flora Vista Acres subdivision in the NW/4
b NE/4 of said Section 27 owned by Henry E. and Loie Irene i
- Lindsey, P. O. Box 176, Flora Vista, New Mexico. '

\

s
i

CASE 2501: Application of G. W, Strake for an order creating a new oil
pool, Eddy County, New Mexico. Applicant, in the above-
styled cause, seeks an order creating a new oil pool to be
designated as either the Hackberry-Seven Rivers Pool or
Hackberry-Capitan Pool, and comprising the NE/4 of Section
25, Township 19 South, Range 30 East, Eddy County, New Mexico.
The discovery well is the G. W. Stpake Le Bow-Federal Well
No. 4, located in Unit H of said Section 25.

iqg/




No. 6-62

- DOCKET: EXAMINER HEARING - TUESDAY - FEBRUARY 27, 1962

| 9 A.M. - OIL CONSERVATION COMMISSION CONFERENCE ROOM,
| STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

. The following cases will be ifieard before Elvis A. Utz, Examiner, or Daniel
AT - S. Nutter, as alternate examiner:

! CASE 249.: Application of D. W. Falls, Inc., for the promulgation of
special rules governing o0il wells in the Basin-Dakota Pool,
San Juan and Rio Arriba Counties, New Mexico, and for four
non-standard oil proration units, Applicant, in the above-
styled cause, seeks the promulgation of special rules govern-
ing oil wells in the Basin-Dakota Pool, San Juan and Rio
Arriba Counties, New Mexico, including a provision defining
an oil well in said pool as a well having a gas-o0il ratio
of 30,000 to 1, or less, and producing liquid hydrocarbons
with a gravity of 49° API, or less; applicant seeks rules

- establishing 160-acre o0il proration units and fixing well
location requirements for said wells. Applicant further
seeks the establishment of the four following non-standard
oil proration units, all in Township 28 North, Range 13 west,
San Juan County:

E/2 of Section 10, comprising 137.58 acres;
W/2 of Section 10, comprising 137.78 acres;
E/2 of Section 11, comprising 137.78 acres;
W/2 of Section 11, comprising 137,58 acres,

CASE 2496: Application of Elliott, Inc. for an exception to the no-flare
provisions of Order No. R-2103, Totah-Gallup 0il Pool, San
Juan County, New Mexico. Applicant, in the above-styled
cause, seeks an exception to Order No. R-2103 prohibiting
the flaring of casinghead gas from oil wells in the Totah-
Gallup 0il Pool for a 30-day period for its Totah Well No.
1-A located in the NE/4 NE/4 of Section 30, Township 29 North,
Range 13 West, San Juan County, New Mexico.

CASE 2497: Application of Amerada Petrolcum Corporation for a water-
flood project, Langlie-Mattix Pool, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks permission to
institute a waterflood project in the Langlie-Mattix Pool
in Sections 27, 28, 33 and 34, Township 24 South, Range 37
East, Lea County, New Mexico; the injection of water initia}-

ly to be through six wells located in said sections, said
project to be yoverned by the provisions of Rule 701.
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Form 302 2.37 A AL /:7"

- PAN AMERICAN PETROLEUM CORPORATION

Ol AND GAS BUILDING
3 RTH, TEXAS
G FEB & MENT AP0
File: GHF-42-986.510.1

Subject: Force Pooling Two Acres in
W/4, NE/4 of Section 27,
T-30-N, R-12-W, San Juan
County, New Mexico

Mr. A. L. Porter, Jr.

New Mexico Oil Conservation Commissiocn
Box 871

Sante Fe, New Mexico

Attention: Mr. Richard Morris

Deagr Sir:

Pan Aperican Petroleum Corporetion respectfully requests that
& hearing be scheduled abt the earliest possible date to consider its
application to force pool all interests in Lot 9, Block 3 of Flora Vists
Acres sub-division in the MW/L of the NE/L of Section 27, T-30-K, R-12-M,
San Juan County, New Mexico, in order that a standard 320-acre unit may be
formed in the Flora Vista~Mesaverde Gas Pool. This stendard 32C~acre unit
vill consist of the N/2 of said Section 27.

Y Lot 9, described sbove, is a two acre tract, and the only interest
/U \%u owners are Henry E. and loie Irene Lindsey, P. O. Box 176, Flora Vista,
]

New Mexico.

s sk sl P SRR

V% Pan Americen elcc rocgucsts tiial tbe scope or the hearing be
sufficient to include as an alternate request, approval of a 318-acre
non-standard unit. Said non-standard wnit would be all of the N/2 of said
Section 27, save and except for the gbove described two acre Lot 9.

Very truly yours,
Kenneth J. Bar& al?
/ Division Engineer
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e i

et o < e
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INSTRUCTIONS

This form is to be used for reporting multi-point back pressure tests on gas
wells in the State, except those ~n which specisal orders are applicable., Three ;
copies of this form and the back pressure curve shall be filed with the Commission
at Box 871, Santa Fe.

The log log paper used for plotting the back pressure curve shall be of at
least three inch cycles. -

NOMENCLATURE
Q I Actual rate of flow at end of flow period at W. H. working pressure (P,).
MCF/da. @ 15.025 psia and 400 F.

PeZ 72 hour wellhead shut-in casing (or tubing) pressure whichever is greater.
peia

P,C Static wellhead working pressure as determined at the end of flow period.
(Casing if flowing thru tubing, tubing if flowing thru casing.) psia

Py Flowing wellhead pressure (tubing if flowing through tubing, casing if
) flowing through casing.) psia

Pg” Meter pressure, psia.

h;: Differential meter pressure, inches water.
FgI Gravity correction factor.

F¢_ Flowing temperature correction factor.
va: Supercompreesability factor.

n - Slope of back pressure curve.

Note: If P, cannot be taken because of manner of completion or condition
of well, then P, must be calculated by adding the pressure drop due
to friction within the flow string to Pt'
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-1 g A" 2. ¥ R Aol

B — ek
4. S .
2s — t
L FLOW CAL'J’EJ‘T“?“- o _
Coefficient Pressirej T Flow Tomr. T 1t, t Corpress. Rate of Flow
No. —— F‘actor ; RTIVLR rartor I-MCPPD

(24 -Hour) V by psia v ® 15.025 psia

. 13.9%%0 ur**'—m 11 ~m~~ TR M
2. o
1
.L

3¢ R
Lic
o4

v et e - — e A

PEIESSURE CALCULATIONS

Jas Liguid Hydrocarbon Ratio cf/bul. Specilic Gravity Separator Gas_
Jravity of Liaquid Hydrocarbons deg. {wacitic Gravity Flowing Fluid
Fo (L-e=57_ L1998 ™,

— — T T e
Pw ? - 3 ? " - ‘ 5 . 2 . _' T -~

No. Pt F.Q (Pg) {r . AT cal. P
Pt (psia) : e ) P -

T S IR 7 v.i 2 o B .2 B

Absolute Povential: 15 m MCFPD; n_ E’_” o
COMPANY ; "ﬂﬁﬁ'm e
ADDRESS ST
AGENT and TITLE 8, N TRRLAF TRl gt ('n'ﬁTT ;_;__“___‘__‘_
WIfNESSED ___ ~— oo
COMPANY T T T

.
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INSTRUCTIONS

This form is to be used for reporting multi-point back pressure tests on gas
wells in the State, axcept those ~n which special orders are applicable. Three
copres of this form and the back pressure curve shall be filsd with the Commlission
at Box 871, Santa Fe,

The log log paper used for plotting the back pressure curve shall be of at .
least three inch cycles.
NOMENCLATURE
Q = Actual rate of flow at end of flow period at W. H. working pressure (P').
MCF/da. @ 15.025 psia and 60° F.

P.Z 72 hour wellhead shut-in casing (or tuting) pressure whichever is greater.
psia

P,C Static wellhead working pressure as determined at the end of flow period.
(Casing if flowing thru tubing, tubing if flowing thru casing.) psia

P;_ Flowing wellhead pressure (tubing if flowing “hrough tubing, casing if
flowing through casing.) psia

Py Meter pressure, psia.

h;: Differential meter pressure, inches water.
?5: Gravity correction factor.

P¢- Flowing temperature correction factor.
va: Supercompressability factor.

n - Slope of back pressure curve.

Note: If Py, cannot be taken because of manner of completion or condition
of well, then Py must be calculated by adding the pressure drop due
to friction within the flow string to P,.

e e Wik e s =
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2o M 37026
BEFORE THE OIL CONSERVATION COMMISSION ~

STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION
OF PAN AMERICAN PETROLEUM CORP-
ORATION FOR AN ORDER POOLING ALL
MINERAL INTERESTS IN THE FLORA

]

]

]

] No.
VISTA-MESAVERDE AND BASIN-DAKOTA ]

]

]

]

500

(3]

GAS POOLS IN THE N/2 OF SECTION 27,
TOWNSHIP 30 NORTH, RANGE 12 WEST,
SAN JUAN COUNTY, NEW MEXICO.

ENTRY OF APPEARANCE

The undersigned, Atwood & Malone of Roswell, New Mexico,
a firm of attorneys all of whose membe}-s are duly licensed to practice
law in the State of New Mexico, hereby enters its appearance as local
counsel with G, C. Condra and Guy Buell, of the Texas Bar, or either
of them, appearing for Pan American Petroleum Corporation in said
cause,

DATED at Roswell, New Mexico this 23rd day of Februarv,

1962.

ATWOOD & LONE

By N7 2 / o oy
“ —— .l““u_ r X V4 L S

Post Office Drawer 700

Roswell, New Mexico
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DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALHBUQUERQUE, N, M,

FARMINGTON, M. M,

PHONE 325.1182

243 G691

PHONE

PAGE

1

BEFORE THE

OIL CONSERVATION COMMISSION

Santa Fe, New Mexico
February 27, 1962

EXAMINER HEARING

- e A% S e e W @ v W = M P E W - G T T & T - W

IN THE MATTER OF:

Application of Pan American Petroleum
Corporation for an order pooling all
mineral interests in the Floravista,
Mesaverde and Basin-Dakota Gas Pools
in the N/2 of Section 27, Township 30
North, Range 12 West, San Juan County,
New Mexico. As an alternative, appli-
cant requests the establishment of a
318-arre non-standard gas proration
unit in the Floravista, Mesaverde and
Basin-Dakota Gas Pools consisting of
all the N/2 of said Section 27, except
two acres which comprise Lot 9, Block
3 of Floravista Acres Subdivision in
the NW/4 NE/L of said Section 27

owned by Henry E. and Loie Irene
Lindsey, P. O. Box 176, Floravista,
New Mexico.

Case 2500

Vet G Bt Vsl Vo Suy? Nt Vit Vil ksl Wikl N’ Vsl Vgl Dol Vi Vi Ntg Nl vws®

BEFORE: Elvis A, Utz, Examiner

TRANSCRIPT OF HEARING

MR. UTZ: Case 2500.

MR. MORRIS: Application of Pan American Petroleum
Corporation for an order pocling all mineral inter=2sts in the
Floravista, Mesaverde and Basin-Dakota Gas Pools in the N/2 of

Section 27, Township 30 North, Range 12 West, San Juan County,

IS, A RPN OO RO . 405
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FARMINGTON, N, M,
PHONE 32%-t1R2

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,

PHONE

243 €609

New Mexico. As an alternative, applicant requests the establish-

ment of a 318-acre non-standard gas proration unit in the
Floravista, ﬁesaverde and Basin-Dakota Gas Pools consisting of
all the N/2 of said Section 27, exceot two acres which comprise
Lot 9, Block 3 of Floravista Acres Subdivision in the NW/4 NE/4
of said Section 27 owned by Henry E. and Loie Irene Lindsey,
P. 0. Box 176, Floravista, New Mexico.
MR. BUELL: Guy Buell for Pan American Petroleum

Corporation, and we have two witnesses.

(Witnesses sworn.)

RALPH K. ROBINSON

called as a witness, having been previously duly sworn, testified
as follows:

DIRECT EXAMINAT ION

BY MR, BUELL:

Q Mr, Robinson, would you state your complete name, by
whom you are employed, and at what location and in what capacity?
A I am Ralph K. Robinson and I work for Pan American
Petroleum Company as a land man in their Farmington, New Mexico

exploration office,
Q How long have you been in Pan American's Land Depart-
ment?

A Approximately five years,
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i

Q The entire five years has been spent in doing land
_ work in the State of New Mexico?

A Yes, sir, that is correct.

T - . E

Q And you are currently engaged in doing land work in

the Northwest area of New Mexico? :

FARMINGTON, N, M
PHONE 325-1182

A That is correct.
(Whereupon, Pan American's Exhibit
No. 1 was marked for identifica-
ticn,)
Q Mr. Robinson, would you look at what has been marked
as Pan American's Exhibit No. 1 and state for the record how
Pan Americants Stedje Gas Unit is designated on that exhibit?
A Yes, sir. Pan Americants Stedje Gas Unit is out=

lined in red on the plat which has been set up as Exhibit No. 1.

The legal description of this Stedje Gas Unit is the N/2 of

Section 27, Township 30 North, Range 12 West, San Juan County,
New Mexico, and our declaration of unitization covers the
rights from the top of the Mesaverde formation to the base of

Dakota formation,

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALDUQUERQUE, N, M
PHONE 243.6691

Q Mr. Robinson, in the N/2 of Section 27, how much of
the acreage in that half section is voluntarily committed to
the Pan American Stedje Gas Unit?

A 318 acres,

Q That would leave two acres that is not voluntarily

- - e e e e o e e e o . = e i e et o e o e A ot et ¢ ot o = et cme . e s ]
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committed?

A Yes, sir, two acres are not committed.

Q Where is that two-acre tract located?
A  The two-acre tract that is not committed to the unit

js situvated in the NW/L of the NE/4 of Section 27,

|
FARMINGTON, N. M
PHONE 325.1182

Q What is some of the history on that quarter quarter
section that you have just described?

A This quarter quarter section has been partially sub-
divided and that part of the quarter quarter section which is
subdivided is known as the Floravista Subdivision and the
particular two-acre tract that we are interested in is described
as Lot © of Block 3 of the Floravista Acres Subdivision.

Q Who are the record owners of the two-acre tract?

A According to our records, Henry Linisey and his wife

Loie Irene Lindsey are the owners of this twc~acre tract.

Q As a matter of fact, the developer of the Floravista
Acres Subdivision actually intended to reserve all the mineral

interest in the lots and tracts that he sold in that subdivision,

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N. M
PHONE 243.6601

ig that not correct?

A Yes, sir, the subdivider and his wife have both
verbally stated to me that, state that they have intended to
regerve all the minerals that they conveyed out of this sub-

division.,.

%)
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Q And strictly through inadvertence a mineral raservatioJ

was omitted from the deed that the Lindseys received?

.
“ x
s -
IR Gl SRR 2SS SR

: A That's my understanding.

= j% Q Pan American has already drilled a well on this unit?
5 g; A Yes, they have,

: §§ Q Why did Pan Américan drill a well knoﬁing they had

- only 318 instead of the entire 3207

t A We did not drill the well knowing we had 318, since

accordihg“tofour records we had the 320 acres fully unitized,
Howaver, due to an inadvertent error, our examining attorney
did not note that there was not a mineral reservation in the
deed to Henry E. Lindsey and his wife.

Q So, thén, at the time that Pan American drilled their

well and filed the necessary Commission forms to obtain a permit

to drill that well, we were under the impression, based on our
title opinion from our lawyers, that we had the entire 320 acres?
A Yes, that we had the 320 acres.

Q So actually, with respect tc this Linds~ tract, in

DEAR,VLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M.

its short history we've had two serinus errors, would you say?

PHONE 243 669

A Yes.
Q First, when the Lindseys got it and second, when we

overlooked that they had it?

A In my opinion that is certainly correct,

Lol I
e 5

)




DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M.,

FARMINGTON, N. ™
PHONE 3251182

243.6€9)

PHONE

Q Have you been out on the Lindsey iract?

A Yes.

Q In your opinion, would Mr. Lindsey have been able to
see the rig that was drilling the Stedje Gas Unit well?

A Yes, I definitely feel that he did see the rig as it

drilled our Stedje Gas Unit well.

Q In that connection, just when did Pan American become
awarezthat Mr. Lindsey apparently has an interest that was not
committed to our unit?

A We became aware of Lindsey's claim shortly after our
unit well was drilled,

Q How did we become aware of his claim?

A And Mr. and Mrs. Lindsey came to our exploration of=-
fice in Farmington and stated that they owned this two-acre

tract and wanted to know what we were going to do about it.

Q They came themselves to tell us?
A Yes, both Mr, and Mrs., Lindsey came to our office.
Q Do you havpen to know what Mr, Lindsey!s line of em-

ployment is?

A He has told me that he is a retired ex-zmployee of El
Paso Natural Gas Company.

Q So apvarently Mr. Lindsey just watched and waited until

the well was compleizd and then aporoached Pan American with
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his claimed interest in this two-acre tract?

A Yes, sir.

Q Are you the land man for Pan American who conducted
most of the negotiations with Mr. and Mrs. Lindsey relative to

/obtaining a lease on their traect, or in some manner getting

FARMINGTON, N, M
PHONE 325.1182

their acreage in our unit voluntarily?

A Yes, sir, ever since the day that Mr. and Mrs. Lindsey
came to our office, well, since that time I have handled the
negotiati&ns with the Lindseys.

Q At the outset of these negotiations, Mr. Robinson,
what did Pan American offer the Lindseys for a lease on their
two acres?

A The Lindseys were offered $75.00 per net acre for an

0il, gas and mineral lease covering their interest, and this

{
IER REPORTING SERVICE, Inc.

~
L

lease would provide for the usual one-eighth royalty.
Q It's pretty obvious they turned that down since we
are here now. What further efforts did Pan American make, or dig

Mr., Lindsey make any counter offers to our original offers to

DEARNLEY-M}

ALBUQUERQUE, N, M
PHONE 243.6691

lease?
A Yes, sir, Mr, Lindsey immediately rejected that offer,
and in cur subsequent discussion he stated that he would

lease to Pan American for consideration of #75.00 per net acre

if the lease provided for a fifty percent royalty in lieu of the

" 5

\vﬁ
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| usual one-eighth that I had offered,

Q He wanted a fifty percent royalty?

A Yes, sir, that is correct.

Q Mr. Robinson, to your knowledge in this area has Pan

American ever taken a lease with a fifty percent royalty interest

FARMINGTON, N. ™,
PHONE 32%-1182

in 1t?

A No, sir, We have never paid that much royalty to my

knowledge in that area.

Q After he made that counter offer, what then did Pan .
American do in an attempt to obtain a lease?

A I advised our management of Mr. Lindsey's coﬁnter
offer and I was authorized to offer Mr. Lindsey seventy-five
dollars per net acre as a bonus with the lease providing for a
three-sixteenths royalty in lieu of the usual one-eighth royaltyd
This offer was aléo rejected, and at the same time I advised Mr.

and Mrs. Lindsey that if they did not desire to lease under those

terms we would welcome them to join the unit by ratifying the

operating agreement and declaration of unitization and paying

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,

their proportionate share of the unit cost to become a working

PHONE 243.0691

interest owner and partner,
Q Were you able at that time, at that stage of the
negotiations, to give Mr, Lindsey any idea of what his share

of the cost would be?
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i

A Yes, sir. At that particular time we didntt have a

B

final total of the well costs for the Stedje gas well, but I did

estimate that his share of those costs would be approximately

*
o a Ty v T b s e

$600.00 for his two-acre interest as to the well cost, that would

be about his share of the cost more or less.

FARMINGTON, N. M
PHONE 225-1182

Q Ih your opinion, were the costs outstanding, were they
such that they would make his total cost much over $700,007? %

A No, sir. It would not be much over that, or roughly ‘
that amcunt.

Q What was Mr. Lindseyt's reaction to coming into the unid
as a full-fledged vorking interest partner with us?

A Mr. Lindsey was not, he refused to lease to us under
our offered terms, and he also stated that he was not interested

at that time in joining us as a working interest owner, and he

continued to state in my subsequent visits to him that he was
not interested in joining us as a working interest owner and
paying his proportionate share of the costs,

Q With respect to our last offer to lease that we made

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,

to Mr. Lindsey providing for a $75.,00 acre bonus and three=

PHONE 243.6601

sixteenth royalty, did you feel at that time, and do you feel
now, that that is the maximum offer we can make him for his

two-acre tract?

A Yes, sir. In fact, our reservoir engineering group has
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advised us that $75.00 per acre as consideration for a lease

which would contain a three~sixteenths royalty provision would

;:«M» e be all that we should pay and remain economically feasible,
: - j% I should say, to pay under the circumstances. , g
-~ gz, Q Would you suspect that they also allowed in that
]
- i maximum something for nuisance value for the two acres?

A Yes, apparently there was some nuisance vélue attached
‘to the offer. ' ;

Q Would you relate for theyrecord, Mr. Robinson, whether |
or not you have recently obtained leases on some of the écreage
that is now cormitted to the Stedje Gas Unit at terms of less
than our last offer to Mr. Lindsey?

A Yes, sir. Within the Stedje Gas Unit area shortly

prior to the commencement of the unit well, Pan American pur-
chased a five percent interest in about onc-fifth o
inside the unitized area, and our consideration was 75,00 an
acre plus the usual one-eighth royalty. But in that value we

consider vart of the value to be nuisance value,

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N. M
PHONE 2436691

Q Is Pan American currently obtaining leases in this
area for less than our last offer to Mr. Lindsey?

A Well, not currently. But I do know that inside the
unitized area we have not paid a consideration as high as that

amount offered to Mr. Lindsey for a lease. In other words, the
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other leases which Pan American has dedicated to this unit, the

~ﬂ © consideration for those leases was less than the amount that

o we have offered to Mr. and Mrs, Lindsey.

Q I believe you stated that these leases were recently

obtained?

FARMINGTON, N, M
PHONE 325.1182

A One of the leases was recently obtained and the others
over the past few years,

Q Do you feel that Pan American has made every reasonabli
effort to in some mahher or means voluntarily bring this two-
acre tract into the Stedje Gas Unit?

A 1 definitely do.

Q Do you have anything else you would like to add at
this time, Mr. Robinson?

A I believe not.

MR, RIELLs Thatte 211 ws have of ihis witness at this

time, Mr. Examiner,

MR, UTZ: Will your engineering witness answer ques~

tions as to the probable payout on this unit?

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, M. M,

MR, BUELL: Yes, sir,

PHONE 243 6691

MR. UTZ: Any questions of Mr. Robinson?

MR. MORRIS: Yes, sir.

CROSS EXAMINATION

BY MR. MORRIS:

]

%)
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Q Mr. Robinson, is the Pan American position that they
own all of the working interest within the subject 320-acre unit
axcept for‘the two acres that are outstanding and owned by the
Lindseys?

A You mean do we have other partners owning interest in

FARMINGTON, N, ™
PHONE 325.1182

the working unit?

Q Do yoﬁ either own the working interest or have it
comggnitized except for the two acre tracts?

A Yes, we and our partners have the working interest
exceﬁt the two acre tracts. In other words, the remaining 318
acres is unitized,

Q Would that include the royalty interest? Do you have

the royalty interest pocled except for the royalty under this

particular two-acre tract?

A Yes, sir.

Q Mr. Robinson, you have said or testified that Pan
American believed it to have the whole 320 acres under its con-

trol at the time this well was commenced?

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,

A That's correct,

<

MR. MORRIS: If the Examiner please, I ask it take

PHONE 2436621

administrative notice of the well file on Stedje Gas Well No. 1,

which is the subject well in this application.

MR. UTZ: As to what respect, everything in it?

I - * ]
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Y-MEIER REPORTING SERVICE, Inc.
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DEARNLI

ALBUQUERQUE, N, M.
PHONE 243 6

FARMINGTON, N, ™,

PHONE 325.1182
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MR, MORRIS: I ask that the Commission take administra-
tive notice of the file and its contents,
MR, UTZ: W§ will so do.
Q (By Mr. Morris) Mr. Robinson, where is this Stedje
gas well located on the unit?
A It's located about one quarter of a mile southwest of
the two-acre tract that we are discussing.
MR, BUELL: How is it designated on Exhibit 1?
A The legal description, it would be in the SE/L of the
NW/L of Section 27.
MR. BUELL: And it's shown on Exhibit 1 as what color
of a dot?
A Oh, brown, correct me, brown and purple.
MR. BUELL: OQrange and purple., We looked at it in the
daylight and made that decision.
MR, PCORTER: Ws will &ccept uthal, bul there could ve
disagreement.
Q (By Mr., Morris) Mr., Robinson, are you familiar with
this well and the date it was completed, commenced and so forth?
A I do know it was completed, as far as the actual date
it was comvleted, off hand I don't remember it, but I probably
could get it from the exhibit.

Q I hand you Form C-105 which I have taken from the well

%)
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file on this well which is the well record.

A Yes, sir.
Q I hand you this form. A Thank you.

MR, BUELL: Mr, Morris, we intended to go into that

with Mr. Eaton.

FARMINGTON, N, ™
PHONE 32%5.1184

MR. MORRIS: Well, there are certain questions with
respect to the testimony of Mr. Robinson I wanted to go into.
MR. BUELL: Fine,

Q (By Mr., Morris) Mr. Robinson, referring to that form,
would you state what it reflects with respect to the date upon
which the subject well was commenced? f i
A If you dontt mind, I'm not familiar with the form so

I'm going to have to take a few minutes here.

Q It*'s near the top of the form. I believe it will show

that the well was commenced on October 10th, 1961?

Y-MEIER REPORTING SERVICE, Inc.

-
{
4

A Yes. 'I'he operations were apparently commenced on

October 10th, 1961,

Q Operations were completed on October 3G, 1961°?

DEARNLLI

ALBUQUERQUE, N, M,

PHONE

243 669

MR. BUELL: Drilling.
A That may be drilling operation.
Q Drilling operation,

A But I believe now I'm getting into the field that I

don't know anything about,
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MR, BUELL: Just read from the form, what does it say,
drilling was completed when?
A Drilling was completed on October 30, 1961.
Q Mr. Robinson, I now hand you what is Commission Form

C-128 with respect to the Basin-Dakota Pool, showing the

FARMINGTON, N, M,
PHONE 325 1182

acreage dedication in that particular formatior, and referring
to that form, what acreage is shown to be dedicated in the
Dakota formation?

A It appears that the N/2 of Section 27, Township 30
North, Range\lz West is within the dotted or dashed outline as

showa on this form.

Q Now, on this form the operator is requested to answer

certain questions. Would you read the questicen No. 1 on that

form?

-MEIER REPORTING SERVICE, Inc.

-
]
4

-~ _— AP W I T S PR T L . LI ] 2
SCreage outliined 1 e pial LELuw?™

A "Is the operator the only owner in the dedicated !
i
|
i

——y
=
N > Q Was yes or no indicated?

< . |

S A There's an "X" to the righ%t of “no™,.

Q \.'":n 4
gf Q Is there any explanation given for answering "™no"™ to
3

that particular question?
A Well, sir, we were joined by other companies.
Q Is any explanation indicated on the form?

A NO, sir.,

.-

¥
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- Q I believe that it is, :ué
. ; MR. BUELL: That's the only thing by question one, : ;
.%»: Q All right, would you refer, then, to question two, :
# F? - :§ which I velieve you'll find will read ™If the answer to question
} - g; one is no, have the interests of all the owners been consolidated

by communitization agreement or otherwise?"?

A To the right of yes there is an "X"w,

Q Is there any type of explanation with respect to this
question No., 27

A Yes, sir, the formvstates ®unit instruments being pre-

- pared for signature",

Q Which would indicate that at the time this form was
filed, Pan American was aware that it did not have all interests
communitized, is that correct?

A Now, as far as my opinion is concernad --

Q Wouldn't be by the reflection of this form.
MR, BUET.L: I think hets asking vou from a strict legal

standpoint,

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,

A Yes, sir, I would think so, yes, sir.

PHONE _43.66%1

Q I hand you another Form C-128 on this well, which is
with respect to tha Mesaverde formation, and ask you how the
question Ne. 1 on that form is antwered with respect to whether

the operator is the owner of all the acreapge being dedicated

. )

~f
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DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,

FARMINGTON, N, ™,

PHONE 325.1182

PHONE 243.66%91

PAGE 17

to the well?
A It appears the question was answered as no.
Q What is the acreage dedication as shown on that plat?
A The NW/4 of Section 27 is outlined in red.

Q With réspect to question No. 2 on that form, is any

explanation given with respect to the answer to that question?

A "Unit instruments being circulated for signature.®

Q What's the date of this form?

A OctoBer 31, 1961, apparently.

Q  Which would be the day after the drilling of the sub-
ject well was completed according to the well record that you
have previously referred to, is that correct, Mr. Robinson?

A Apparently so. 1 don't remember that date, but I did
read October 30, 1961 on one of these reports.,

Q It would indicate from both these two forms that both
before and after the well was drilled Pan American was aware
that it did not have all of the interest within the unit commit-
ted to the well. Would that follow logically from the informa-
tion that wetve discussed on these forms?

A Let me answer that by saying that i personally am not
familiar with the forms, but I personally know that the area
was unitized by a declaration of unitization recorded into the

county records prior to the operation,

&)

\'{ﬁ
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_ Q Are you suggesting that these forms were erroneously co+-
pleted and filed with the Commission?
~ RN MR. BUELL: The main trouble you and Mr. Robinson are

having, you have one objective and he's thinking of another.

You are asking from a strictly legal standpoint, did we have a

FARMINGTON, N, M
PHONE 132%5.1182

formal unitization agreement signed. The answer is no, we

-

didntt at the time these forﬁs were prepared, and the forms on
their féce 8o stat; and we will so stipulate. Mr. Robinson is
trying to answer you in the terminology of a land man in that
when they get agreement from people, and even prior to the formal
signing of the agreements, they consider that the unit has been
formed.

MR, MORRIS: You would agree, would you not, Mr. Buell,

that the instruments as filed with the Commission would indicate

0
P v

that there was no assurance on the part of Pan American at the
time these instruments wers filed, that you would have the
consent of all the working interest owners within the proposed

unit in either one of these two formations?

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,

PHONE

243.66%!

MR, BUELL: Mr, Morris, just looking at these bare
forms and nothing else in the language on those forms; from a
strict legal standpoint there's no completely formed formal
communitization agreement, but from the standpoint of assurance

we knew the people we were dealing with and we had made our
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FARMINGTON, N. M,
PHONE 325.1182

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N. M,
PHONE 243.6601

deal, it was a simple matter of reducing it to writing and gettin
our unitization agreement,

MR. MORRIS: But as it turned out you came out missing
two acres?

MR, BUELL: Yes, but the two we thought we had when we
went in, \

MR. MORRIS: Therets nothing on the form that would
indicate any such contention.

MR. BUELL: Looking at the bare forms?

MR. MORRIS: That's all we have to iook at,

MR. BUELL: I have already stipulated that, that look-
ing at the forms from a strict legal standpoint we had no formal
signed unitization agreement. You ask about assurances, we were
completely assured.

Q Mr. Rebinson, it would appear from an examination of
these forms that Pan American was wi;ling to go ahead and driil
the subject well without first having secured the formal legal
agreements to form the units which would be dedicated to the
subject well, is that correct?

A No, sir. I wouldn't -- if you dontt mind, I might add
a little bit of information here.

Q Certainly,.

A At this time we had, as well as I recall, three other
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working interest, or more than that working interest owners who

were to sign the unit instrument., When I 'think of the unit . '}'i

i instruments I think of the declaration of unitization as well

T |

‘a3 the operating‘agreement; As well as I recall there was an

expiring lease by another party and we, for that reason, as well

FARMINGTON, N, M
PHONE 325.1182

as I recall, did circulate counterparts of the declaration of
unitization, and these .counterparts, in four parts, as I recall,
were signed by I believe two or three of the conmfpanies and

recorded. . However, one of the comp&nies did not sign the

declaration of unitization, as well as I recall, until a much
later date,as the operatipg agreement. was not signed until

a much later date by some of the companies. I dont't recall how
many, but I do know thaé they were not both signed and that, as

well as I recall.

Q So negotiations were pretty well in a state of flux?

A On the working interest. We knew what the agreement

DEARNLEY-MEIER REPORTING SERVICE, Ine.

ALBUQUERQUE, N, M
PHONE 243 .6591

would provide, but we hadn't had time to mail, distribute and

so forth, and circulate,

Q But these negotiations were in a state of flux

at the time the well was commenced, and even after it was com-

pleted, is that correct?

MR. BUELL: Do you understand what he means by
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- flux?
. i”; A By a state of flux, I don't, really,
oo
y‘ié;i Q Negotiations were still pending and under way at the
”E 3 :% time that the well was commenced and even continuing through the
d - gé time that the well was drilling and completed?
: £ A Paper work? |
- Q Yes.
- .
" A Yes, sir, paper work, as far as circulating these
-

instruments, or some cf the instruments.

Q Fine.

MR, MORRIS: I believe that's all the questions I have
of this witness,

BY MR, UTZ:

Q Mr. Robinson, I hand you what is known as a C-101 from
this well file. Did you notice the date that that was stamped
into the Aztec office?

A October 6, 1961,

M,

Q And the C-128's which you have just handed back to me,

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, i,
PHONE

243.6631

would you note the date they were stamped into the Aztec office?
A November lst, 1961,
Q Can you explain why those C-128's were filed later
than the C-1017?

A No, sir, T don't know,
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MR, UTZ: Are there 2ny other questions of the witness?

. .

P MR, BUELL: I have one or two on redirect, Mr. Examiner{

e
’zii REDIRECT EXAMINATION
S - t 3
P ;% | BY MR, BUELL:
- 2y Q  Mr. Robinson, I hate to burden the record, but I think
. £2 |-
w O

we need to go intc this to clear a few things up. Actually, you,
as land man in your day to déy operations with other operators
and negotiations with other operators, there is a lot of talk
and discussion between you all before anything is reduced to
writing, is that not correct?

A Yes,

Q Generally by the time you take the opoortunity to
reduce an agreement to writing, you pretty well have an agree-

ment?

A Yes, sir.
Q All you are doing in reducirg it to writing 1s to get
the agreement on paper?

A Yes,

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M
PHONE 243.6691

Q Based on your knowledge of the Stedje Gas Unit, was
there any doubt in your mind if our title opinion had been
correct on this quarter quarter section in which the Lindsey

tract is, we thought that the apparent working interest owner

was coming into the unit, did we not?

|
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A Yes, sir.

r Q We had no knowledge at that time that the Lindsey

tract, the Lindsey two acres was actually a separate and dis-
tinct tract for mineral leasing purposes?

A Thatt*s correct,

FARMINGTON, N, ™
PHONE 325.1182

Q We had no knowledge at all that we were going to end up
with the Lindsey tract not in the unit?

A That is correct.

Q In YOur opinion, and based on your knowledge of the
formation of the Stedje Gas Unit, even prior to the time that all

formal papers had been finally signed by everyone, was there ever

any doubt in your mind about the other working interest coming

into the unit?

e aael Ly

A No, sir, none whatsoever, )

Q They were all operators that you have dealt with in
the past and deal with on a day to day basis?
A Yes, sir.

MR, RUELL: I think that's all.

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBRUOUERQUE, N, M,

MR, UTZ: Are there any other questions? The witness

PHONE 243.66%1

may be excused,
A Thank you,

(Witness excused.)

MR, UTZ: Call your next witness,

- s
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GEORGE W, EATON, JR.

5
ink
1

called as a witness, having been first duly sworn, testified as

b follows:

PR
e WAy LA T N

DIRECT EXAMINATIOM

BY MR, BUFLL:

FARMINGTON, N, M
PHONE 325.1182

Q Would you state your complete name, by whom you are
employed, in what capacity and what location?

A George W. Eaton, Jr., Senior Petroleum Engineer for

Pan American Petroleum Corporation in Farmington, New Mexico.

Q You have testified at prior Commission hearings and

your qualifications are a matter of public record, are they not,

Mr, Eaton?
A Yes, sir, they are. ;
Q At the outset let me ask you this, wzre you familiar

with the reservoir engineering study that was made on the

Lindsey two=-acre tract relative to arriving at a maximum figure

~

that Pan American could oflfer the Lindseys?

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N. M.

A Yes, sir. As a reservoir engineer, I had opportunity

P

to make that evalunation and it was the recommendation of the

PHONE 243.669)

Reservoir Engineering Section, which I head, that no more than
875,00 per acre plus 3/16th royalty be paid for the two-acre p

tract in question.

Q Do you feel that that figure included a little nuisance
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value?
A Yes, sir, I really think that figure might include a

- little nuisance value too. It's more than we would normally

= - i,
' L i: | recommend. :
T is
< §§ Q Would you look at Pan Americants Exhibit No. 1? Mr. ;
I |
P

Robinson has already identified how the Stedje Gas Unit was
designated. What is the significance of the larger area that
is enclosed by the orange dashed line?

A That orange colored line covering those four sections
in Township 30 North, Range 12 West are the pool limits of the
Floravista-Mesaverde Pool as defined by New Mexico 0il Conser-
vation Commission nomenclature orders.

Q Would you locate the Stedje gas well for the record

and &8lso state how it is shown on Exhibit 17?

A Yes, sir. The Stedje Gas Unit No, 1 is located in the

/ v / [P A, . 3
SE/ 2 R'W'/"i*) Section TOo'mShlp 30 Ncrvh’ R?.'."!g‘& 12 West. The

well itself is colored half purple and half brown. Those color

designations Indicate that the well is a dusl completion,

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M
PHONE 243-6691

On Exhibit No, 1 all Dakota wells, or all wells completed in
the base of the Dakota Pool are colored in rroun, All wells

which are completed in the Floravista-Mesaverde fool are

covered in purple. Those wells which are completed in both

pools are colored half purple and half brown.
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Q Now,. the well on the Stedje Gas Unit is, as you said,
dually completed in the Floravista-Mesaverde Gas Pool and Basin-

Dakota Gas Pool?

- -— !'s
£z A That is correct. The well is a dual completion, the
%
- 2w upper side of which is completed in the Floravista-Mesaverde Gas
£9

Pool and the lower side of which is completed in the Basin-
Dakota Gas Pool.

Q When was this well completed, Mr. Eaton?

A This well was completed November 29, 1961,

Q Is there sometimes a difference between the date that
drilling is completed and the date when a well is completed?

A Yes, sir. Sometimes that period isn't too great,in
other cases it might be rather extensive, depending on condi=~
tions. Pan American, as a normal practice, does not use the rig

#hich drilied the well to make its completion, the costs are

too great to use that rig to make iuvs compleiion whnen a ii
rig costing a lot less will do just as good a job.

The avaiiability of rigs, the condition of weather whether

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N. M,

you move in immediately or move ocut immediately can dictate how

PHONE 243.6691

longz a time interval there is between the completion of the
drilling operations and the actual completion of the well.,
Q Would you attach any significance to the fact that

there is approximately forty or fifty days between the date that
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drilling was completed and the date that the well was completed?
A Not particularly. Theret's always a good deal of pres-

sure put on us people who are so closely associated with these

things out in the field, get these things completed without un-

due delay, but even our management doesn't press us too much when

FARMINGTON, N. M
PHONE 325.1182

there's a good reason for‘being delayed. I wouldn't attach any
significance to the fact there's a forty or thirty day lag in

this particular case,

Q That well is not producing now, is it, from either

- completion?
A No.
8} With respect to a charge for supervision, what

recommendation are you making to the Commission in that regard?

A It is my recommendation that a provision be made Ifor
ten percent penalty amounting to ten percent of total well and
lease well equipment cost for this supervision charge.

Q What is your basis, Mr. Eaton, for making a recommenda-

tion for a charge for supervision?

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M
PHONE 243.6691

A Such a charge for supervision covers operational costs
that don't apnear as direct charges, nor as indirect charges on
well operating costs,

Q Could you give us an example?

A Yes, sir. One example in this particular case here

%)
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is that our Accounting Department will have to maintain, set up
and £hen maintain and service a special account to take care of
this two-acre force-pool interest. Now, setting this account up
and servicing it monthly when once production is established
here will probably exceed the ten percent that I've recommended.
As a further example of those hidden costs that don't show up
either as direct costs to the well nor as indirect charges, I
might add the cost of this hearing, certainly. This is a cost
Pan American must bear, but it never shows up in these well
costs or in the operational costs for this particular well.

Q What are you recommending, Mr, Eaton, that you peg
the ten percent to? You said ten percent, ten percent of what?

A Ten percent of total well and lease equipment costs.

Q Certainly if Lindseyts cost for the well, assuming
he was coming in as a working interest partner, would only be
$700.00, ten percent of that is not going to amount to a lot of

money, is it?

A No, sir, it isntt.

Q Now, this well is already drilled and completed, is it
not?

A Yes, sir,

Q In view of that fact, are yon recommending any risk

penalty to be included in the force pooling order that we are

e d
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requesting?

A Yes, sir. In view of the fact that the well has been
S drilled and completed, I'm recormending only 125% penalty for
the risk involved. -

Q Do you feel that Mr. Lindsey knew that this well was

]

H
FARMINGTON, N, M
PHONE 325.1182

being drilled and simply watched and waited until it was com-
pleted before he made known to us his interest ir this two-acre

tract?

A Yes, sir. This well is some quarter of a mile from
Mr., Lindéey's house. I feel certain that he couldn®t have
avoided seeing the well being drilled. He obviously kept fairiy
good tabs on it, because as has been pecinted out here, there
was a substantial length of time between the time the drilling
vrig was moved off and the well was actually completed, but it

was only a few days after the well was actually completed until

he showed up in our Farmington office and notified us that he
had an interest in the acreage that was not subject to this

pooling agreement,

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N. M
PHONE 243 6601

Q So you feel under those circumstances, even though

the well is actually drilled and completed at this time, that the

125% penalty is a reasonable figure?
A Yes, sir. Let me explain that further. Under the

terms of the operating agreement for this Stedje Gas Unit, and

(&>
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this is a normal thing too, it's not unusual or peculiar to the
Stedje Gas Unit, had Mr. Lindsey joined voluntarily as a working

SCRE interest owner in this Stedje Gas Unit Well No. 1 and then had

elected not to pay his part of th=s actual drilling and comple=-

N, M,

!
FARMINGTON,
PHONE 325.1182

tion and equipping costs, but had instead elected to let other
operators to carry his interest to be recovered later out of
production, then his penalty would have been 200%, so in view
of that I think that 125% is a very reasonable recommendation
for penalty for this twp-acre interest.

Q Mr. Eaton, since Mr. Lindsey's approximate cost to
come in as a working interest partner would have been about
$700.00, do you feel that had he wanted to, that he would have

had any trouble borrowing money on his interest from any com-

mercial institution such as a bank?
A Well, I can't exactly speak for a bank, but I wouldn't
have any hesitancy putting 8700.00 into a producing well.

Q So if he had been interested in coming in as a working

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M
PHONE 243 €£01

interest partner, he, in your opinion, would have had no trouble
obtaining money to pay his shafe of the cost?

A That would be my opinion, and he probably could acquire
money to come into the well,

Q Mr. Eaton, other wells in both of these gas pools are

producing, are they not?

i i

i
DTN PR S ST R w T ST TRPPIET?
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- A Yes, sir.

Q Do you feel that there!s any way that the Lindsey

'“‘».“.: R | interest can be protected other than force pobling?

A In my opinion, the only way that the Lindsey interest

can be protected, their correlative rights can be protected, is

FARMINGTON, N, ™M
PHONE 325.1182

by the issuance of a force pooling order pooling that two-acre
interest with the remaining 318 acres in the N/2 of Section 27.
Q All right, assume for the purpose of this question
that the Commission doe3 not elect to force pool the Lindsey
interest, what then would be your recommendation to the Commis-

sion?

A It would then be my recommendation that the Commission

authorize an establishment of a 318 acre non-standard unit con-

sisting of the entire N/2 of Section 27, except the two-acre

T S e

tro T oo~ #hin w
ae H ey - - s Uil AN A

tract owned hy the Lindse
fact that the owners of that remaining 318 acres must have their
correlative rights protected also, It 1s only through one of

these alternatives that these correlative rights can be protected,

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,
243.6631

Q Certainly we want to consider everyonets correlative 1

PHONE

rights, but we can't ignore the owners of interest ir 318 acres
because we are blinded by a two-acre tract?
A That is correct,

Q Rut, your first recommendation, and the one that you
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feel will protect all owners of interest in this entire N/2 of

; - Section 27, is to force pool the Lindsey tract under the terms
47 ]
,é Ni that you have recommended to the Commission?
o ‘s .
' 3 A Yes, sir,
E :
- tu Q Do you have anything else you would like to add, Mr,
o0
- I
-t Eaton, at this time?

A I dontt believe so, no, sir.
MR, BUELL: That's all we have on direct at this tinme,
Mr, Examiner. May I formally offer our Exhibit 17
MR, UTZ: Without objection, Exhibit 1 will be

entered into the record.

CROSS EXAMINATION

BY MR, UTZ:

Q Have you potentialed the Mesaverde and Dakota zones

in this well?

DEARNLEY-MEIER REPORTING SERVICE, Inc.

A Yes, sir.
. Q what were the potentials?
s
Z3
§o A The Mesaverde zone had a flow rate of 75233 MCF par
9
o N
§U . )
32 day, the Dakota zone has a potential of 2835 MCTF per day.
z I
48
<

Thatt's the three hour cheke.

Q r,‘h“at was t,r‘c AO"{‘?

A I don't have that inforpration,
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Q Can you calculate it? 3

A It's been calculated, I just don't have it with me,

" I'1] be glad to furnish it.

Q 1 wonder if you would furnish that C-122, the report

on these?

PARMINGTON, N, M
PHONE 325.1182

A Yes; sure will.

Q Yudon't recall what the well head pressure was, the
flowing pressure?

A I can only remember this much about it, Mr., Utz, that
apparently the flowing pressure on the Mesaverde side was

faifly high, because I think the AQF on that side was in the

range of 15,000,000, so the pressures must have been fairly high.

R REPORTING SERVICE, Inc.

i

1

Q In other words, both of these zones were pretty good j
wells? -5
-

A Yes, sir. §

Q Do you have any estimate as to what a pay out would be |

on this unit?

1

A At the time we drilled the well we made an estimate of

DEARNLEY-MEIF

ALBUQUERGUE, N. M.

what we thought we might get in the way of a gas contract;

PHONE 243 649

neither formation, insofar as Pan American is concerned, at the
time had been dedicated to & gas contract, and of course, the )

|
Mesaverde side isn't prorated, so what we might be able to get

in the way of producing rate would depend entirely on what type
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of contrﬁct might have been obtained.

. At the time we drilled the well, in making our estimates on
what kind of a contract we might ge* and what kind of a well
might result, we were looking at approximately a year. That

could be high and it could be low. Itts all based on the abilityj

FARMINGTON, N, M
PHONE 325%.1182

of the Mesaverde formation in this area to produce as exhibited
oy this one well that hés had some substantial production history
on it, That's this Turner Osborn Well which is in the SW/4
of Section 22, There's a substantial amount of production
history available on that particular well, As far as I know,
thatts the only well that has had any substantial production
history.

Q You would propose to produce this zone at such rates

as the Turner well produced, would you?
4 No, sir, We didn't anticipate that we would be for-
tunate enouch to get a contract that would permit it in the

first place,

Q Do you have any cost figures as to what this dual com-

DEARNLEY-)EIXR REPORTING SERVICE, Inc.

ALBUQUERQUE, N, ™,

pletion cost you?

PHONE 2243.6691

A All of the invoices, I believe, are in on the drilling
of the well itself, They are not all in on the cquipment and
getting the lease fixed up to where it can be produced. The

cost of the well itself was approximately $96,000.00C.
- _
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PHONE 325-1182

FARMINGTON,

i

ALBUQUERQUE, N, M,

PHONE 243.6691
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Q That included the lease equipment?

A No, sir, Approximately ten to twelve thousand dollars
additional will be required to equip the well so that it can be
produced. |

Q  But th; $106,000,00 was the basis on which you estimat-
ed a one year payout?

A Yes, sir.

MR. UTZ: Any other questions?
MR, MORRIS: Yes, sir, I have a question or two.

BY MR. MORRIS:

Q Mr. Eaton, with respect to these well costs, will
Pan American be willing to furnish the Commission with an

it .zed statement of these costs?

A Yes, sir, we definitely will,
Q To vour knowledge, is there any unusual item of expense
in these well costs which would be abnormal to a Dakota or

Mesaverde well in this area?

A As a matter of fact, this is one of the cheapest

wells that we have ever drilled,

Q You'd have your usual cost of dual completion?
A Yes.
Q But that wouldn't be considered atnormal for a norral

dual completion?
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FARMINGTON, N, M,
PHONE 323-11B2

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M.
PHONE 243 669

A No.

Q Do you feel that there is any risk involved at this
present time as far as these two wells are concerned?

A At this present time there is certainly no risk, no,
sir. My recommendation for the assessment of the risk penalty
is based on the image that I would like to project here. Here's
a man that knows beforehand that he has an interest in this
tfact. He didn't take any risk in it, in the development of it
because, well, just as soon as it became known that the well
was completed he made known his interest to the people that had
taken the risk and put their money in it, and now the well was
ready to produce and he didn't notify these companies that he
had an interest in there, and what were we going to do about it?

And on checking around we found out he was just as right
as he could be, he did have an interest. So my recommendation
as to risk is that the companies took the risk at the time. He
could have taken the risk at the time because ne knew beforehand
that he had the interest that he intended to make known later.
He elected not to do it., The risk was there at the time the
well was drilled, I'1l use the plural term, since there are two
formations involved, he elected not to take that risk,

T think it!s a reasonable expectation, as I pointed out,

if he had voluntarily pocled his acreage and then elected not
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to pay his part of the well costs but instead to take it out
of production, his penalty would have been 200%. So it appears
to me 125 is very reasonable,

Q Let's talk about the 200% figure. If an operator is td

1182

be carried on a voluntary basis, I have heard you and several

FARMINGTON, N. ™,
PHONE 326G.

other people from time to time say that 200% was a standard
figure. 1Is that correct?

A A1l of these later operating agreements profide for
200%, some of them more, but the normal thing is 200. The
older ones, 150 is normal.

Q Of this additional 100% which we might characterize as
a penalty for riding the well down, that would normally include
such items as interest, risk, at least those two items, would
it not?

A Yes, sure would,

Q Can you think of any other factors that might be

included within that 10C%?

A I would say this, that might include the economics of

DEARNLEY-MEIER REPORTING SERVICE, Inc.

developing oil and gas vroperty when the expectation of return

:
;
:
4
:
.
i
‘

on that money is only 200% of that invested is not too good.

ALBUQUERQUE, N, ™
PHONE 243.6691

In other words, our standards for development would not permit
us to develov acreage on that basis except in unusual circum-

stances. Actually the Pan American wouldn't carry somebody just

. T
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for the penalty involved, because thatt!s not up to our standards
for development,

Q That extra hundred percent might include some over-

head costs and supervisory costs over the life of

-
A e 5

the well?

FARMINGTON, N, M
PHONE 325.1182

A Of course, part of the overhead costs are determined .
by stipdlation and is a fixed number in the unit operating
agreement, There are other direct charges which I might back
up a little bit and say this, that in the wording of those
normal unit operating agreements, is that the penalty is 200% of
the drilling and completion cost plus 100% of the direct operat-
ing cost, so that direct operating cost kind of washes out, but
it comes out anyway.

Q You are aware, are you not, Mr. Eaton, that under

the laws the Commission operates it may include a charge only
for the risk involved in drilling these wells and that it's not
authorized to take into account some of these other equities that|

may be presented, such as interest?

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M
FHONE 243.66731

A Yes, I'm aware of that statutory limitation.
MR, MORRIS: 1 believe that's all the questions I have.

BY MR, UTZ:

Q What was the actual completion date of the well?

A November 29, 1961 is what we're calling the completion

&
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- date,

§>Q Q That was after the completion rig was moved off?

: ; : A Yes, sir, and the flow test taken,

: - :§ Q At what time would you say that Mr, Lindsey made
; g; his interest known?
a 3 A I believe that Mr. Robinson told me that he came by
-

the first time on December the 8th,

MR. ROBINSON: Right in that area.
A Approximately a week later.
Q Mr. Eaton, do you have any explanation as to why the
Form C-128's showing the dedicated acreage was not filed with the
C-1017

A No. I want to take a look at those forms.and I

didnt't have opportunity to do so,before I, to get the answer

to the questicen, Maybe I can explain it, I can explain it
partly, I believe, maybe completely. At the time this well was
to te drilled it was the intention of Pan American and its

partners to complete it in the Basin=Dakota Gas Pool, On the way

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,

down to the Basin<Dakota Gas Pool we took this drill stem test

PHONE 243.66%1

in the Mesaverde formation, and during that interim period,
and while it was moving from the lMesaverde on down to the
Dakota, we made a decision to dually complete it, Thereupor,

this next Form C-128 was filed showing the lMesaverde dedication,
. _

B
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‘The witness may be excused.

If you'll notice, the Basin-Dakota Pool C-128 was received on

the same date as the C-10l. I believe thatts the explanation.

MR, UTZ: Are there other questions of the witness?

(Witness excused.)

MR. UTZ: Are there any other statemants in this case?

MR, MORRIS: I would like to make one very brief
statement in view of the hour. Without repeating the statement
that I have made in recent cases involving our compulsory pool-
ing statute, I would like to limit my remarks to this particular
case, The statute under which the Commission operates provides
for a charge for supervision and a charge for risk, which charge
for risk is limited to 50% of the well ctost. Nothing is said
in this compulsory pooling law with respect to other factors
which may variously be grouped as to the equities of the situa-
tien,

e are limited in assessing in what Mr,., Eaton has referred
to as a penalty as a charge for the risk involved in the drill-~
ing of the well, I belizve it is incumbent upon the Commission
to view Pan Americants request for 125% of the well cost in light
of this provision, and in that light the extra 25% would have to
be considered as a charge for risk orly, It should also be

pointed out that at the time this application was brought to the
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Commissidkhno direct riékvﬁas present in the drilling of the
subject well, I believe that's all I have,

MR, UTZ: Any other statements?

MR. BUELL: Yes. Let me briefly reply, Mr, Examiner,
to Mr. Morris. First, I agree with Mr. Eaton and Mr. Morris
that the New Mexico statute limits the penalty for risk and risk
alone. I'11 also go along with both Mr. Eaton and Mr. Morris
that in industry practice the voluntary unit agreement that
.provides for a penalty might consider other things other than
risk,

We should also remember that it provides for a 200%
penalty rather than 150% maximum which is in the statute. We,
as both the Examiner and Mr, Morris will recall, at the recentls

Southwest Production Company cases where forced pooling was

nd completely by T think all sides top

and bottom, it was Pan American's position as a policy matgter at
that hearing, that we felt that after a well had been drilled
and completed, no penalty would be appropriate unless the per-
son whose interest was being force pooled was aware of the fact
and had notice of the fact that the well was being drilled.

We realized then that there were unusual circumstances
where a risk penalty would be perfectly proper, and the only

reasonable thing to do, even though the well was already drilled
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and completed, We also realized that there would be a lot of

cases where the penalty would not be proper. We simply think

Nun
~ ‘;a; that this factual situation in our case we presented here today
& ﬁf?f :g is a proper one for a risk penalty to apply.
“— %% Mr. Lindsey sat, watched and waited until we completed that
(B
-~ = vell and then made his interest known. At the time we started
i; and until the time he walked in our office door, based on title
s~ opinions from our lawyers, we had no notice whatsoever of his

interest. We certainly feel that in this case the risk penalty
is proper, and if anything it's my own personal opinion that the
25% that we recommended is too low, but I think it is completely
proper and completely justified. Thatts all.

MR. UTZ: Any other statements?

MR. MORRIS: I would like to ask publicly if either
Mr. or Mrs., Lindsey are in the hearing room at this time,

MR, UTZ: HNo response. The case will be taken under

advisement., The hearing will be recessed until 1:15.
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COUNTY OF BERNALILLO )
I, ADA DEARNLEY, Court Reporter, do hereby certify that the
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Mexico 0il Conservation Commission at Santa Fe, New Mexico, is a
true and correct record to the best of my knoﬁledge, skill and
ability.,

IN WITNESS WHEREOF I have affixed my hand and notarial seal

this 8th day of March, 1962,
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