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WHEREUPON, the f o l l o w i n g proceedings were had a t 

9:15 a.m.: 

CHAIRMAN FESMIRE: At t h i s time l e t ' s c a l l the 

Thursday, August — i t i s August — August 16th meeting of 

the New Mexico O i l Conservation Commission t o order. Let 

the record r e f l e c t t h a t Commissioner B a i l e y , Commissioner 

Olson and Commissioner Fesmire are a l l present. We 

t h e r e f o r e have a quorum. 

At t h i s time we w i l l review the minutes of the 

p r i o r meeting. Have the Commissioners had the o p p o r t u n i t y 

t o look over the minutes as presented by the Secretary? 

COMMISSIONER BAILEY: Yes, I have, and I move 

t h a t we adopt them. 

COMMISSIONER OLSON: I ' l l second t h a t . 

CHAIRMAN FESMIRE: A l l those i n f a v o r , s i g n i f y by 

saying aye. 

COMMISSIONER BAILEY: Aye. 

COMMISSIONER OLSON: Aye. 

CHAIRMAN FESMIRE: Let the record r e f l e c t t h a t 

the motion c a r r i e d . The minutes are being signed by the 

Chairman and handed t o the secretary. 

* * * 

CHAIRMAN FESMIRE: The first case before the 

Commission today is Case Number 13,531, the de novo 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

6 

A p p l i c a t i o n of Yates Petroleum Corporation f o r an order 

d i r e c t i n g Pride Energy Company t o reimburse Yates f o r the 

w e l l costs i n c u r r e d by Yates i n i t s attempt t o re - e n t e r the 

State "X" Well Number 1, located i n Section 12, Township 12 

South, Range 34 East, NMPM, p r i o r t o the time t h a t Pride 

Energy Company assumed operations of the w e l l , and (2) 

d i r e c t i n g Pride Energy Company t o account f o r and pay a l l 

sums i t i s now improperly h o l d i n g pursuant t o exp i r e d 

orders of the D i v i s i o n and Commission, and (3) r e q u i r i n g 

Pride Energy Company t o plug and abandon the State "X" Well 

Number 1 i n Lea County, New Mexico. 

This case has had a long and convoluted h i s t o r y . 

At t h i s time w e ' l l take e n t r y of appearance f o r 

the counsel i n the case. 

MR. BRUCE: Mr. Chairman, Jim Bruce of Santa Fe, 

rep r e s e n t i n g Pride Energy Company. 

MR. CARR: May i t please the Commission, my name 

i s W i l l i a m F. Carr w i t h the Santa Fe o f f i c e of Holland and 

Hart, L.L.P. We represent Yates Petroleum Corporation i n 

t h i s matter. 

CHAIRMAN FESMIRE: Okay. I understand t h a t t h e r e 

has been an agreement as t o the procedure i n t h i s case. 

Mr. Bruce, would you be so ki n d as t o — 

MR. BRUCE: Mr. Chairman — 

CHAIRMAN FESMIRE: — the Commission? 

STEVEN T. 
(505) 

BRENNER, CCR 
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MR. BRUCE: — the p a r t i e s , Mr. Carr and I — and 

I don't have i t i n f r o n t of me r i g h t now — d i d prepare and 

submit t o the Commission an agreed statement of f a c t s . And 

then we have each submitted hearing memoranda, which are i n 

the Commission's f i l e . 

And I do have a b r i e f p r e s e n t a t i o n . Other than 

t h a t , i f the Commission has any questions, I do not plan on 

spending much time on t h i s matter. 

CHAIRMAN FESMIRE: Mr. Carr, i s t h a t your 

i n t e r p r e t a t i o n of where the case stands r i g h t now? 

MR. CARR: My i n t e r p r e t a t i o n of Mr. Bruce i s t h a t 

he won't spend much time on t h i s matter. Yes, s i r . 

CHAIRMAN FESMIRE: Mr. Bruce, are you prepared t o 

begin then? 

MR. BRUCE: Yes, Mr. Chairman. As you 

referenced, I bel i e v e t h i s i s the longest-running soap 

opera before the D i v i s i o n and the Commission a t t h i s time. 

A couple of p r e l i m i n a r y matters. 

As you know, the r e - e n t r y has been attempted 

t w i c e . Both f a i l e d . Part of t h i s case I noted i n the — 

as you read i t , i s the plugging and abandoning of the 

w e l l . And Pride has informed me t h a t they w i l l indeed plug 

and abandon the w e l l . The l a s t operations i n the w e l l took 

place sometime t h i s middle or l a t e s p r i n g . 

Secondly i n t h i s case, Yates sought two t h i n g s . 

STEVEN T. BRENNER, CCR 
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I t sought approximately $84,000 i n a c t u a l w e l l costs 

i n c u r r e d by Yates before October 7, 2 004. And i t also 

sought approximately $32,000, which was the amount Yates 

pai d t o Pride when i t v o l u n t a r i l y j o i n e d i n the f i r s t r e ­

e n t r y attempt. And t h a t amount — the a c t u a l w e l l costs 

i n c u r r e d a t t h a t p o i n t were less than the AFE, so i t was a 

refund of the amounts v o l u n t a r i l y p aid. Pride i s not 

c o n t e s t i n g anything regarding t h a t $32,000. What we're 

l o o k i n g a t i s the $84,000-plus. 

And what i s a t issue i s — j u s t so I've got i t 

ac c u r a t e l y — the D i v i s i o n ordered Pride t o pay Yates 

$84,391.58. Pride contested $25,442.21 of those costs, and 

t h a t amount i s set f o r t h i n Pride's hearing memorandum. 

And so what Pride t h i n k s i s the a c t u a l amount a t issue 

comes out t o $58,949.37. Pride i s asking t h a t the 

Commission d i s a l l o w t h a t $25,000-plus. 

And r e a l l y t o get t o the heart of the matter, two 

t h i n g s . F i r s t of a l l , the D i v i s i o n Order, R-12,547, 

i n i t i a l l y s a i d , w e l l , Pride cannot r a i s e these matters 

because i t d i d not t i m e l y o b j e c t t o the w e l l costs. 

I have attached t o Pride's w r i t t e n argument as 

E x h i b i t 1 a copy of a l e t t e r submitted t o the D i v i s i o n on 

December 15, 2004, which was w i t h i n the time frame 

p e r m i t t e d under the — As you know, the r e are a number of 

orders i n t h i s matter. And so f i r s t of a l l , Pride d i d 
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t i m e l y o b j e c t , c o n t r a r y t o what i s s t a t e d i n the D i v i s i o n 

order. 

I n i t s hearing memorandum, Yates does concede 

t h a t d u p l i c a t e costs were i n c u r r e d , and Mr. Carr does 

ac c u r a t e l y s t a t e or phrase the issue. Who pays twice? 

I would submit t h a t i f someone should pay t w i c e , 

i t ' s Yates f o r several reasons. 

F i r s t , i f y o u ' l l remember back i n 2 003 when t h i s 

began — Well, l e t ' s go back i n time. Yates had an APD f o r 

t h i s p a r t i c u l a r r e - e n t r y going back, I b e l i e v e , t o 2001. 

I n 2 002 i t renewed t h a t APD f o r the r e - e n t r y , but i t l e t i t 

e x p i r e . 

Pride went and obtained an APD f o r the r e - e n t r y . 

Then — and i t ' s always been u n c e r t a i n , but the 

Hobbs D i s t r i c t O f f i c e was somehow approached by Yates, and 

i t u n i l a t e r a l l y w i t h o u t n o t i c e t o Pride revoked Pride's APD 

and r e i n s t a t e d Yates' APD. 

Now Pride had sent w r i t t e n o f f e r s t o Yates 

regar d i n g the formation of a west-half u n i t , which i s what 

the D i v i s i o n and the Commission f i n a l l y approved, and i t 

commenced p o o l i n g proceedings. A f t e r they were commenced, 

Yates, knowing t h a t p o o l i n g was i n the o f f i n g , went out 

u n i l a t e r a l l y and s t a r t e d work on t h i s w e l l . 

Under these f a c t s , we bel i e v e the d u p l i c a t e costs 

u n i l a t e r a l l y i n c u r r e d by Yates should be borne by Yates, 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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not by Pride, or a t l e a s t not 50-50. They should be 

u n i l a t e r a l l y borne by Yates. We t h i n k t h a t i s the only 

f a i r t h i n g t o do. I f Yates had w i t h h e l d from t a k i n g any 

a c t i o n on the r e - e n t r y of t h i s w e l l , i t would not — no one 

would have i n c u r r e d those $25,000-plus i n costs, and we 

t h i n k t h a t ' s the only f a i r t h i n g t o do. 

The p o o l i n g s t a t u t e t a l k s i n terms of cost s , w e l l 

costs, which should be reasonable, not i n excess of what 

are a c t u a l . And we believe t h a t although i n the a b s t r a c t 

the costs i n c u r r e d by Yates, t h a t $25,000-plus, were 

reasonable costs normally borne by a working i n t e r e s t owner 

i n the d r i l l i n g or r e - e n t r y of a w e l l , they are not 

reasonable by the f a c t t h a t they could have been t o t a l l y 

o bviated i f Yates hadn't taken t h i s u n i l a t e r a l a c t i o n . 

That's our basic p o s i t i o n , and I pass i t t o Mr. 

Carr. 

CHAIRMAN FESMIRE: Mr. Carr? 

MR. CARR: May i t please the Commission, 

i n i t i a l l y t h ere are a couple of f a c t u a l t h i n g s I t h i n k need 

t o be c l a r i f i e d or expanded on. 

Yates d i d have an APD, the APD d i d e x p i r e , and as 

soon as the APD expired back i n 2003, I b e l i e v e , Pride 

f i l e d and got i t s own APD. I t gave no n o t i c e t o Yates. 

Yates approached the OCD, and how they d i d i t i s , 

they f i l e d a new APD. And t h a t was approved by the 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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D i s t r i c t O f f i c e , and the D i s t r i c t O f f i c e then canceled the 

p r i o r - i s s u e d APD t o p r i d e . 

I t ' s a f a l s e issue t o suggest t h a t Yates was 

running out and not g i v i n g n o t i c e . They f i l e d an APD. 

Pride f i l e d i t s APD, i t d i d n ' t give n o t i c e t o 

Yates. That i s not a v a l i d issue i n the case. 

And then t o come i n here and suggest t h a t knowing 

the p o o l i n g a c t i o n was pending and e v e r y t h i n g , Yates went 

out and commenced the w e l l — I t h i n k i f you look a t the 

record, you w i l l see on September the 5 t h , 2003, Yates 

moved i t s r i g onto l o c a t i o n t o re-work the w e l l . That was 

September the 5th. 

And the Pride a p p l i c a t i o n f o r compulsory p o o l i n g 

was f i l e d f i v e days l a t e r . They could not have been on 

n o t i c e of the pending poo l i n g matter when they moved on, 

because i t wasn't f i l e d u n t i l f i v e days a f t e r the r i g was 

moved onto l o c a t i o n , and t h a t ' s i n the record. 

This case today presents two issues. They 

i n v o l v e the reimbursement of c e r t a i n costs t h a t t h i s 

Commission has twice ordered Pride t o refund t o Yates. As 

Mr. Bruce s a i d , they're not c h a l l e n g i n g the reasonableness 

of the d o l l a r amounts; i t ' s j u s t t h i s question of costs 

t h a t were i n c u r r e d t w i c e , and how w i l l those be paid? 

And Mr. Bruce said I c o r r e c t l y s t a t e d the issue, 

and I d i d not. I t ' s — n e i t h e r — we're not — they're not 

STEVEN T. BRENNER, CCR 
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going t o , e i t h e r side, pay the costs t w i c e . They're going 

t o i n c u r i t once, and then they're going t o s p l i t i t the 

second time, and so i t ' s the 50-50 s p l i t on the overpayment 

t h a t we're r e a l l y t a l k i n g about. 

But i f y o u ' l l look a t the f a c t s — and I t h i n k 

t h ey're simple, i f you j u s t l a y out what r e a l l y i s on the 

t a b l e — there was a w e l l on the Yates lease, and Yates 

wanted t o re-enter i t . And they were r e - e n t e r i n g i t 

pursuant t o a Division-approved APD when Pride sought an 

order removing them as operator and t u r n i n g operations over 

t o Pride. 

When I saw t h i s I laughed, because since you 

allo w two w e l l s on 320 and our w e l l i s i n the center of our 

own lease, we were surpri s e d t h a t they would do i t , and we 

were, I must say, s u r p r i s e d when you agreed. But you d i d 

agree, and you canceled Yates' APD. You designated Pride 

operator of the w e l l , and the orders t h a t you t w i c e entered 

provided t h a t Pride would reimburse c e r t a i n costs t o Yates. 

I t i s because of t h i s f a c t s i t u a t i o n t h a t these 

costs were i n c u r r e d twice. Had we not been removed, had 

they not f i l e d a po o l i n g order a f t e r we were on l o c a t i o n , 

then i n f a c t the costs would not have been i n c u r r e d t w i c e . 

Twice you determined t h a t those costs would be borne by 

Pride. They are the p a r t y who you authorized t o enter the 

w e l l , and i t was t h a t act t h a t caused the double — these 

STEVEN T. BRENNER, CCR 
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double costs, l i k e insurance, t h i n g s of t h a t nature. 

They're set out i n our m a t e r i a l . 

When Pride commenced i t s r e - e n t r y o p e r a t i o n s , i t 

knew you were t e l l i n g them t o reimburse these costs. And 

i t was unsuccessful i n t h a t attempt. We p a r t i c i p a t e d i n 

t h a t attempt. 

And then they l e t t h e i r order e x p i r e , and they 

had t o come back and t r y and pool again, as p a r t of t h i s 

soap opera. And we came i n and we objected t o being pooled 

again u n t i l the issues involved i n the f i r s t p o o l i n g were 

resolved. And we sa i d , There i s t h i s cost issue standing 

out t h e r e . 

And so what d i d they do? They p a i d us. They 

pai d us t o remove t h a t issue so we could come back t o the 

D i v i s i o n , and they could get another p o o l i n g order. But 

now they want t o challenge and take back p a r t of what they 

p a i d a t t h a t time. 

When you read the b r i e f t h a t was f i l e d , t he 

hearing memorandum t h a t was f i l e d i n t h i s case, i t appears 

t o me t h a t Pride — i t s only argument i s t h a t Section 

70-2-17.C of the O i l and Gas Act provides, and they say, 

The D i v i s i o n may only award, quote, a c t u a l expenditures 

required...not i n excess of what i s reasonable. And they 

say t h a t because of t h i s , you couldn't award these costs t o 

Yates because they don't f a l l w i t h i n t h a t a c t u a l 

STEVEN T. BRENNER, CCR 
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expenditure r e q u i r e d p r o v i s i o n . 

I ' d l i k e t o show you t h a t s t a t u t e . I've 

h i g h l i g h t e d on the second page the p o r t i o n of the s t a t u t e 

t h a t i s quoted, and I t h i n k when you read the whole 

sentence i t says something a l i t t l e d i f f e r e n t . I t ' s 

t a l k i n g about p o o l i n g orders. 

I t says, Such po o l i n g order of the D i v i s i o n s h a l l 

make d e f i n i t e p r o v i s i o n as t o any owner or owners who 

e l e c t s not t o pay h i s p r o p o r t i o n a t e share i n advance f o r 

the p ro r a t a reimbursement s o l e l y out of pr o d u c t i o n t o the 

p a r t i e s advancing the costs of development and o p e r a t i o n , 

which s h a l l be l i m i t e d t o the a c t u a l expenditures r e q u i r e d 

f o r such purposes not i n excess of what are reasonable... 

This sentence i s n ' t t a l k i n g about a s i t u a t i o n 

l i k e t h i s . I t i s t a l k i n g about where somebody goes 

nonconsent i n a w e l l . I n t h i s case, Yates d i d n ' t go 

nonconsent, i t p a r t i c i p a t e d . And t h i s p r o v i s i o n and t h i s 

s e c t i o n of the Statute does not apply t o the f a c t s of the 

case. 

Go back t o the f i r s t page, please, and y o u ' l l see 

the paragraph a t the bottom says, A l l orders e f f e c t i n g such 

p o o l i n g s h a l l be made a f t e r n o t i c e and hearing and s h a l l be 

upon such terms and cond i t i o n s as are j u s t and reasonable 

and w i l l a f f o r d t o the owner or owners of each t r a c t or 

i n t e r e s t i n the u n i t the op p o r t u n i t y t o recover or rec e i v e 
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w i t h o u t unnecessary expense h i s j u s t and f a i r share of the 

o i l or gas or both. 

I submit t h a t the orders t h a t you entered were 

c o n s i s t e n t w i t h t h i s statement, because we b e l i e v e what you 

d i d was enter an order on terms and c o n d i t i o n s t h a t were 

j u s t and reasonable, based on the f a c t s . 

And when you go on and t a l k about t y i n g t h i s t o , 

you know, unnecessary expense, w e l l , t h i s expense was 

necessary once the D i v i s i o n granted Pride's A p p l i c a t i o n , 

removed us as operator, placed operatorship i n Pride and 

some costs had t o be r e - i n c u r r e d by Pride. But f o r t h a t 

a c t i o n , these costs wouldn't have been i n c u r r e d . But they 

were necessary once the D i v i s i o n changed the d i r e c t i o n i t 

was a u t h o r i z i n g us t o go i n terms of the e f f o r t s t o 

redevelop the property. 

So i t seems t o me the question i s r i g h t where i t 

was when we were here before. The question i s , was i t j u s t 

— were your actions r e q u i r i n g t h a t Pride reimburse these 

costs a c t i o n s t h a t were j u s t and reasonable? And we submit 

t h a t they were. And we're r i g h t back where we were. 

The other issue t h a t they r a i s e r e l a t e s t o 

atto r n e y ' s fees. And while Mr. Bruce d i d n ' t argue i t , i t 

i s i n h i s b r i e f . And a l l we would do i s p o i n t you t o the 

order, R-12,547, Finding 20, and the D i v i s i o n found New 

Mexico adheres t o the so-called American Rules t h a t absent 
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s t a t u t e or other a u t h o r i t y , l i t i g a n t s are respo n s i b l e f o r 

t h e i r own attorney's fees. 

Now i n t h e i r b r i e f they blame you and they blame 

us f o r the f a c t t h a t these costs had t o be i n c u r r e d . But 

there's no showing anywhere of any s t a t u t o r y a u t h o r i t y f o r 

r e q u i r i n g now t h a t Yates has t o pay Pride's costs as w e l l 

as our own. 

I n t h i s soap opera, what I c a l l e d a f i a s c o , 

Pride's w r i t t e n argument s t a r t s out by saying, This hearing 

b r i n g s t o an end the matters r e l a t e d t o the 2 05 [ s i c ] r e ­

en t r y of the State "X" Well Number 1. I hope t h a t ' s t r u e . 

But i f you look a t next week's docket, we have a case on 

t h a t docket seeking an order d i r e c t i n g Pride Energy t o plug 

and abandon the State "X" Well Number 1, and although they 

say they're going t o , we yet have seen any a c t i o n t o do 

t h a t . 

From the beginning we thought t h i s case was 

simple, and from the beginning I've been proven wrong a t 

every step of the way. And b a s i c a l l y i t j u s t seems t o us 

t h a t we wanted t o re-enter a w e l l on our own lease. We 

were doing i t pursuant t o your APD. At Pride's request we 

were removed t w i c e , the acreage was pooled t o l e t them r e ­

enter, t w i c e they f a i l e d . 

And now we even have t o come back and ask the 

D i v i s i o n t o push them so t h a t — plug the w e l l and clean up 
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the mess on our lease. They knew they were going t o pay 

these costs when they f i r s t re-entered the w e l l , when we 

were p a r t i c i p a t i n g . They paid these costs t o us so we 

could get t o a second p o o l i n g hearing a f t e r they l e t t h e i r 

order e x p i r e , and now they don't want t o pay. 

And the only question, we t h i n k , i s , i s n ' t i t 

j u s t and reasonable f o r Yates — i s i t j u s t and reasonable 

f o r Yates t o be req u i r e d t o pay these costs t h a t , but f o r 

the a c t i o n s of Pride and the approval of the D i v i s i o n , 

would never have been occurred — would never have been 

i n c u r r e d . 

So we ask the Commission t o t e l l P ride now f o r 

the t h i r d time t h a t they've got t o reimburse Yates f o r the 

a c t u a l costs i n c u r r e d i n conducting r e - e n t r y operations on 

the State "X" Well Number 1 a f t e r August 25, 2003, and 

p r i o r t o October 7, 2004. And we be l i e v e i f you w i l l do 

t h a t , you w i l l again be e n t e r i n g an order t h a t based on 

these f a c t s i s j u s t and reasonable. 

CHAIRMAN FESMIRE: Rebutta l , Mr. Bruce? 

MR. BRUCE: I t h i n k Mr. Carr s t a t e d i t a couple 

of times, but Pride has paid Yates. Pride sent a check t o 

Yates, a hundred and — I f o r g e t the exact amount, 

$116,000. So t h a t has been paid. That was pai d w e l l over 

a year ago. 

So the issue i s , what of t h a t $84,000 l i s t e d i n 
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o r d e r i n g paragraph 3 of R-12,547 i s reasonable? I s i t the 

$84,000, or i s i t the $84,000 less the $25,000 contested by 

Yates? 

We do b e l i e v e t h a t once t h a t matter i s decided, 

then under — and we b e l i e v e the Commission order should 

c o n t a i n a p r o v i s i o n l i k e i n Paragraph 15 of Order R-21,547 

[ s i c ] . Once the f i n a l amount i s determined, Pride w i l l 

i n v o i c e Yates f o r the a d d i t i o n a l f i n a l amount, and i t w i l l 

be s p l i t 50-50 because I t h i n k regardless the p a r t i e s can 

only pay — are each only l i a b l e , and can only be l i a b l e 

under s t a t u t e , f o r 50 percent of the f i n a l w e l l costs which 

are determined t o be reasonable by the Commission. 

And although I may have quoted the wrong p a r t of 

the S t a t u t e , both the p r o v i s i o n c i t e d by Mr. Carr and by me 

s t a t e t h a t they have t o be reasonable w e l l costs. 

And despite Mr. Carr's attempt t o make i t look 

l i k e i t was Pride who was the e v i l d o e r i n t h i s matter, 

Yates a l l along, l i k e I s aid, u n i l a t e r a l l y went t o the 

D i v i s i o n i n Hobbs without Pride's knowledge. Pride never 

even received a n o t i c e from the Hobbs o f f i c e u n t i l Yates 

recommenced — or I should say commenced, operations r e ­

e n t e r i n g the w e l l . 

And t h a t i s why Pride d i d not f i l e i t s p o o l i n g 

a p p l i c a t i o n u n t i l a f t e r . I t s f i e l d hand — i t ' s i n the 

record — i t ' s f i e l d hand went out t o the s i t e , saw Yates 
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r e - e n t e r i n g and sai d , What's the deal? We've got an APD on 

t h i s w e l l . Only then d i d they c a l l the Hobbs D i s t r i c t 

o f f i c e , and the Hobbs D i s t r i c t o f f i c e faxed a l e t t e r 

a l l e g e d l y w r i t t e n t o Pride, never received, t e l l i n g Pride 

t h a t i t s APD had been revoked. This i s not Pride's f a u l t 

i n t h i s matter. 

And t h a t i s the basic issue, and I submit i t t o 

the Commission. And i f they have any questions, t h a t ' s 

f i n e . 

CHAIRMAN FESMIRE: Commissioner B a i l e y , do you 

have any questions of any of the attorneys? 

COMMISSIONER BAILEY: No, I don't. 

CHAIRMAN FESMIRE: Commissioner Olson? 

COMMISSIONER OLSON: I don't t h i n k so. 

CHAIRMAN FESMIRE: Mr. Bruce, the amounts t h a t 

we're t a l k i n g about are those set out i n paragraph — i n 

the f i r s t o r d e r i n g paragraph on R-12,547; i s t h a t c o r r e c t ? 

MR. BRUCE: Let me make sure. The — 

CHAIRMAN FESMIRE: A c t u a l l y the t h i r d order. 

MR. BRUCE: T h i r d , yes. As I s a i d , t h a t 

$3 2,2 04.11, t h a t i s not a t issue. That was what Yates had 

overpaid i n the f i r s t r e - e n t r y . Pride has refunded t h a t t o 

Yates. That i s not a t issue. 

What i s a t issue i s p a r t of the $84,000-plus. 

CHAIRMAN FESMIRE: Amounting t o $25,000 — How 
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much? 

MR. BRUCE: $25,000 — i f you'd go t o — i f you 

have Pride's w r i t t e n argument i n f r o n t of you and you went 

t o E x h i b i t 1, which i s my — Well, I might not have 

numbered these a p p r o p r i a t e l y . 

Behind E x h i b i t 1 i s Yates* f i n a l schedule of 

a c t u a l w e l l costs, and t h i s i s provided — t h i s was 

provided by Yates, and i t t o t a l s $84,391.58. 

CHAIRMAN FESMIRE: Right. 

MR. BRUCE: And then i f you go t o E x h i b i t 2 

attached t o Pride's memorandum, there i s a l i s t i n g attached 

t o t h a t l e t t e r dated September 3 0th, 2 005, t o Mr. Carr i n 

which i t l i s t s s p e c i f i c a l l y the $25,442.21, which Pride 

contests. 

So I t h i n k what you come t o i s , the f i n a l issue 

i s t h i s : I f i t ' s $84,000 t h a t the Commission determines i s 

proper, then Pride w i l l i n v o i c e Yates f o r one-half of t h a t 

amount as the a c t u a l w e l l costs. 

I f you accept Pride's p o s i t i o n , then the amount 

of a c t u a l w e l l cost i s $84,000-plus, minus t h a t $25,000-

p l u s , f o r approximately $59,000. 

CHAIRMAN FESMIRE: But the amount i n question i s 

the d u p l i c a t e d cost, r i g h t ? The t w e n t y - f i v e thousand — 

MR. BRUCE: Correct. 

CHAIRMAN FESMIRE: — four hundred f o r t y - t w o 
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d o l l a r s ? 

MR. BRUCE: What Pride i s asking i s t h a t $25,000-

plus be — deduct — as reasonable w e l l costs, be deducted 

from t h a t $84,000 amount. 

CHAIRMAN FESMIRE: Okay, so has Pride already 

i n v o i c e d and been paid by Yates f o r the d i f f e r e n c e between 

the $84,000 and the $25,000? 

MR. BRUCE: No, i t has not, because — I thought 

i t was f r u i t l e s s u n t i l t h i s matter was f i n a l l y decided. 

CHAIRMAN FESMIRE: Okay, but they're not 

co n t e s t i n g i t , and Yates has i n d i c a t e d t h a t they w i l l pay 

one-half of the d i f f e r e n c e between the $84,000 and the 

$25,000? 

MR. BRUCE: That's what the order provides, 

paragraph 15 of Order R-12,547, whatever amount i s f i n a l l y 

determined by the D i v i s i o n or Commission t o be reasonable, 

i n v o i c e d . And since each p a r t y owned 50 percent of the 

w e l l , each p a r t y would be l i a b l e f o r 50 percent, i s the way 

I read the order. 

CHAIRMAN FESMIRE: Okay, so they're not i n — 

they're not c o n t e s t i n g the $84,000 less the $25,000? A l l 

t h a t ' s i n contest here are the d u p l i c a t e d costs, $25,000 

the d i f f e r e n c e between Pride paying h a l f — paying the f u l l 

cost — I mean, Yates paying the f u l l cost — 

MR. BRUCE: I t h i n k the d i f f e r e n c e , looked a t 
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t h i s way — and Mr. Carr can c o r r e c t me i f I'm wrong — i s 

Pride l i a b l e f o r h a l f of $84,000? Or i s i t l i a b l e f o r h a l f 

of $59,000, approximately, which would be 84 minus 25. 

CHAIRMAN FESMIRE: Okay. 

COMMISSIONER OLSON: So t h a t then Yates would be 

l i a b l e f o r 100 percent of the $25,000 — 

MR. BRUCE: That i s what — t h a t ' s — 

MR. CARR: That's what he's asking. 

COMMISSIONER OLSON: Right. 

CHAIRMAN FESMIRE: And those costs were i n c u r r e d 

by Yates, corr e c t ? 

MR. BRUCE: They were i n c u r r e d by Yates, we do 

not d i s p u t e . There's no dispute about t h a t . 

MR. CARR: Those costs were i n c u r r e d by Yates 

p r i o r t o the time we were t o l d t o get o f f the w e l l . 

CHAIRMAN FESMIRE: Okay, and what we're t r y i n g t o 

decide here i s whether or not Yates — 

MR. CARR: The question i s whether or not Pride 

should reimburse those costs t o Yates. I n other words, 

those costs are assumed by Pride alone. 

CHAIRMAN FESMIRE: Okay, and given c r e d i t i n the 

b i l l i n g t h a t ' s t o come from Pride t o Yates; i s t h a t 

c o r r e c t ? 

MR. BRUCE: The way — Yes, i f I understand what 

you're saying. Pride's p o i n t i s t h a t d u p l i c a t e costs are 
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not reasonable costs. And Mr. Carr 1 s p o i n t , i f I may-

paraphrase him, i s t h a t these were a n t i c i p a t e d by the p r i o r 

order, and since they are normally reasonable w e l l costs, 

they are reasonable w e l l costs. 

COMMISSIONER OLSON: I guess and then i n 

a d d i t i o n , Pride i s asking f o r the a d d i t i o n a l $15,000 i n 

atto r n e y ' s costs as well? 

MR. BRUCE: Yes. 

COMMISSIONER OLSON: Okay. I have one more 

question. 

CHAIRMAN FESMIRE: Go ahead. 

COMMISSIONER OLSON: Are the costs — I saw you 

had the — attached t o your w r i t t e n argument, the December 

15th, 2004, l e t t e r which l i s t e d o b j e c t i o n s t o cost s , those 

appear t o be d i f f e r e n t than the costs t h a t make up the 

$25,000 f i g u r e ; i s t h a t correct? 

MR. BRUCE: That i s c o r r e c t , Mr. Commissioner. 

And the reason why i s t h a t Pride had a deadline of December 

15th, 2004, t o ob j e c t t o w e l l costs. And these are the 

ones t h a t we thought a t the time — Now subsequent t o t h a t , 

the p a r t i e s exchanged documents. I t h i n k each p a r t y 

subpoenaed the other, although they v o l u n t a r i l y turned over 

a l l the documents t o v e r i f y what was reasonable and what 

was not. 

I t h i n k — I mean, I t h i n k i f you look a t the 
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amounts, they come out p r e t t y close t o each other. I mean, 

i f you wanted t o use one or the other, t h a t ' s not a b i g 

issue, although t h i s was — the December, 2004, l e t t e r was 

based on our knowledge a t the time, w i t h o u t a review of 

Yates' i n v o i c e s , e t cetera, and Pride also subpoenaed a l l 

of — I mean Yates also subpoenaed a l l of Pride's i n v o i c e s 

and checks, e t cetera, t o v e r i f y t h a t the w e l l costs were 

a c t u a l l y i n c u r r e d . 

MR. CARR: You can make i t very complicated by 

t r y i n g t o s o r t out number by number, item by item. But the 

issue i s very simply, who i s going t o pay these double 

costs? 

I f you don't — I f you reverse what you've done 

before, t h a t means f o r t h i s f i a s c o Yates pays i t s insurance 

costs and a l l these items l i s t e d , and then i t a l s o pays 

h a l f of those costs again because you gave i t t o Pri d e . 

And when you i n i t i a l l y decided t h i s you s a i d , A l l 

r i g h t , you take operations, and you reimburse them the 

costs t h a t they i n c u r r e d . 

And the one t h i n g t h a t r e a l l y bothers me i n t h i s 

case are comments l i k e , Who was e v i l ? No one was e v i l i n 

t h i s case, and I've never sai d i t , and there's n o t h i n g i n 

the record t h a t would support t h a t k i n d of 

c h a r a c t e r i z a t i o n . 

What happened i s , they f i l e d an APD, and they 
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d i d n ' t get n o t i c e because you don't. And I d i d n ' t say t h a t 

was e v i l . And you issued an APD, because t h e r e was none i n 

place a t the time. 

And what d i d we do? We d i d something r e a l l y 

e v i l , we d i d j u s t what they d i d : We f i l e d an APD. We 

d i d n ' t know they had t h e i r s . And you looked a t i t and 

s a i d , Oh, they own the land, they have the whole spacing 

u n i t , w e ' l l cancel t h e i r s and issue you yours. 

And we go out and s t a r t t o d r i l l , and then boom, 

they f i n d out about i t and f i l e a p o o l i n g case, and we 

v o l u n t a r i l y shut down and b r i n g the matter here. I submit 

t o c h a r a c t e r i z e t h a t as e v i l i s the only e v i l t h i n g going 

on i n t h i s hearing. 

And the question i s very simply, i n t h a t f a c t 

s i t u a t i o n do we get t o bear a l l these costs one and a h a l f 

times when you take operations from us, a w e l l on our t r a c t 

t h a t ' s only going t o d r a i n reserves from our acreage and 

giv e i t t o them and then say, Okay, you pay them one and a 

h a l f times f o r a l l of these other costs, t h i n g s you've 

already i n c u r r e d . And by the way, you can j u s t ante i n t o 

t h e i r a t t o r n e y ' s fees f o r t a k i n g you on. And t h a t seems 

outrageous t o me. 

And you can muck i t down i n — what number i n 

t h i s l i s t and what number i n t h i s l i s t , but the issue i s , 

who gets h i t twice? The people who you gave the w e l l t o 
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and s a i d go, or the people t h a t you took i t away from and 

you say, They go and you pay one and a h a l f times? And 

t h a t ' s what we don't l i k e about i t . 

CHAIRMAN FESMIRE: Mr. Bruce, what precedent i s 

the r e i n New Mexico or i n OCD — OCC decisions t h a t a l low 

Pride t o c o l l e c t the attorney's fees, get an order from the 

Commission? 

MR. BRUCE: Well, y o u ' l l n o t i c e I c i t e d none, Mr. 

Chairman. 

CHAIRMAN FESMIRE: I d i d n o t i c e t h a t . 

MR. BRUCE: I could l o c a t e none, Mr. Chairman. 

CHAIRMAN FESMIRE: Anything e l s e , Commissioner? 

COMMISSIONER BAILEY: No. 

CHAIRMAN FESMIRE: Commissioner? 

COMMISSIONER OLSON: I don't have any other 

questions. 

CHAIRMAN FESMIRE: Would you a l l l i k e t o go i n t o 

executive session and d e l i b e r a t e on t h i s f o r a while? 

l e t the record r e f l e c t t h a t the Commission w i l l 

go i n t o executive session — 

MS. BADA: You need a motion. 

CHAIRMAN FESMIRE: Oh, I'm so r r y . I s t h e r e a 

motion t o the e f f e c t t h a t the Commission go i n t o — 

COMMISSIONER OLSON: So move. 

COMMISSIONER BAILEY: Second. 
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CHAIRMAN FESMIRE: A l l those i n favor? 

COMMISSIONER BAILEY: Aye. 

COMMISSIONER OLSON: Aye. 

MR. BRUCE: The e v i l Mr. Carr and I w i l l leave. 

MR. CARR: And i f you hear loud noise i n the 

en t r y h a l l — 

CHAIRMAN FESMIRE: — somebody used the word 

" e v i l " . 

And we w i l l discuss no other matter except the 

matter pending before the Commission, and we w i l l go i n t o 

executive session e f f e c t i v e now. 

(Off the record a t 9:48 a.m.) 

(The f o l l o w i n g proceedings had a t 10:00 a.m.) 

CHAIRMAN FESMIRE: Okay, a t t h i s time w e ' l l go 

back on the record. Let the record r e f l e c t t h a t i t i s 

again 10 o'clock, t h a t a l l three Commissioners are present, 

and t h a t the Commission i s coming out of executive session. 

During t h a t session the Commission discussed n o t h i n g except 

the case before i t i n Cause Number — 13,531 I b e l i e v e i s 

the c o r r e c t number? Yes, 13,531. 

The Commission has reached a d e c i s i o n i n t h a t 

matter. 

The Commission f i n d s t h a t the $25,442.21 was a 

j u s t and reasonable cost i n c u r r e d i n developing t h i s r e ­

e n t r y , and t h a t each p a r t y s h a l l bear i t s p r o p o r t i o n a t e 
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share of those costs as ordered i n R-12,547. 

Since the Commission f i n d s f o r Yates i n t h i s 

case, they also f i n d t h a t there i s no precedent or 

a u t h o r i t y f o r the a l l o c a t i o n of attorney's fees and orders 

each p a r t y t o bear t h e i r own such fees. 

I s t h a t a f a i r r e p r e s e n t a t i o n of the Commission's 

d e c i s i o n , Commissioner Bailey? 

COMMISSIONER BAILEY: Yes, i t does, i t r e f l e c t s 

our discussions. 

CHAIRMAN FESMIRE: Commissioner Olson? 

COMMISSIONER OLSON: Yes, I b e l i e v e t h a t 

a c c u r a t e l y r e f l e c t s our discussions. 

CHAIRMAN FESMIRE: Okay. At t h i s time t he 

Commission w i l l order Counsel Bada t o d r a f t an order t o 

t h a t e f f e c t , and w e ' l l take t h i s case up a t the next 

r e g u l a r l y scheduled Commission meeting w i t h t he i n t e n t i o n 

of s i g n i n g t h a t order. 

(Thereupon, these proceedings were concluded a t 

10:03 a.m.) 

* * * 
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