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

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

OIL CONSERVATION COMMISSION HEARING

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

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

11

Case 8668 Order - Compulsory Pooling 1-H



12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

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

NMOCD - enclosing Application -
Case 8769

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

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

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

Case 8769 Order - Compulsory Pooling 2-H

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

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

4/17/86 Letter - Underwood to W.1.O.,

including Olsen, enclosing list of all
addressees

5/29/86 EPNG Notice to Sellers

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

Lea County Lawsuit Biling Schedule

1/20/87 Verified Complaint for Damages

and Permanent Injunctive Relief (CV 87-72-J)
Davidson vs. El Paso Natural Gas Co.

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

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



28

30

31

32

33

11/16/87 Letter - Bowlby to Olsen

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

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

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

1/10/91 Order of the Division
Case No. 8769
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DOYLE HARTMAN
Oil Operator
S00 N. MAIN
P.0. BOX 10428
MIDLAND, TEXAS 79702

b (915) 684-4011

January 24, 1985

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

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

Dear Mr. Olsen:

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

1. Production volume—we have checked the product:.on for the subject
well for the years 1983 and 1984 and ,@gﬂ that for the year 1983
the Carlson Federal No. 3 (No. 2 well %&¥ producing) averaged 24
MCFPD and since we became operator on June 1, 1984, this well has
averaged 35 MCFPD.

2. ﬁg at the time we assumed operations of the Carlson Federal
El Paso Natural Gas Campany arbitrarily lowered the price
from the stripper price previously paid to Sun Oil Company to an
approximate net price of $1.35/MCF. We have already discussed this
matter with El Paso and have requested that the price be restored
to the stripper price.

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

We can certainly understand your concern generally since the well
operations have been recently shifted fram Sun with wham you are .
familiar to us with wham you are not familiar. We hope this explanation
answers your questions and, in this regard, we would be 1 to offer
you $22,500.00 for all of your right, title, and interest in the above
noted wells and acreage. This offer is higher on a pro rata basis than
the consideration paid to Sun for its 75% working interest. If you are

HARTMAN EXHIBIT 1



Mr. R. Howard €7
January 24,. 1985
Page 2 '

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

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

Very truly yours,

DAl

DH/mh
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R. HOUARD OLSFN .
P.O. BOX 32279
PHOEMIX, ARIZONA aunotsd

GENTLEMEN,

IN REVIEWING QLR ACLEIYSE ﬁECﬁﬁVﬁHIH ALTHNG SOHEDULE, ¥ QHOU f
FAST DUE BALANTE T QU 79D Gy i uirgid Y IN PEMIES OF YOUR INVOTCES
YOU FIMD THAY WE HAYE OV 205F L YED PROPER FOCUNETYCNTION, PLEGSE NOTIFY
ME. SHOULD aDDITIMNAL ASIICTARNCE DE DNECESHEARY It CLEARING UF THIS
QUTSTAMNIMNG BALANCE, FLECSE L EFL FREE TO COMIaGT ME AT aNY TIME.

YOUR FREAPT ATTEDTIOMN 00 THES MATTIR T8 VERY MUCH AFFRECTATED.

STROERYL Y,

LOTLE HARTHMaN, OIL OFERATOR

FATRICIA K. RURNS
COMTROLIET?
. PLO=-681=-101 4

AECOUNTS RECCTVANLY 661G SOHEDNE FUR A/R OMER & 77448
CURFENT 0 DE 6O-DAT N “_gp-—,‘nm'
$709.24 HGOA L ®ADS T3 3% 4aRE i27

NOV 2 3 1987
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Sl GOINT OUMER STATEMENT

" MIDLAND, TX 79702 S
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. 7148 F.0. BOX 32279 : B Ut MO e s L
FHOENIX, ARIZONA 056 - | IN ACCORDANCE WITH YOUR

OFERATING
AGREEMIENT, - PAYMENT - 18  DUE. WITHIN
FIFTEEN DAYS OF RECEIFT. INTEREST
WUILL RE CHARGED ON OVERDUE. aCCOUNTS.

FERENCE DESCRIFTION . . DEBIT .. - CREDIT . -

=)
P

atARNGE

_ BEGTMNTHG FAl. ANC‘"’
L0/31/97 SE.F\VICL CHARGE.: . N
AR BALAN[“L F\F’TFF\ F'hYHl":NTQ

34,44 3

3309 .-

75 A

| %

¥ CURREHT IMVOICES sexy

: QO745002 CARLOGON #2 T 213,689
E.J 0”71 001 f‘ARI qu 'w--‘ - co. :‘,\'1.!) ‘:-;"‘
R TOTAL CURREMT IRYQOI0EY. s

R 3T TR

s TIIVAL DL %3ek I, DO, A

" a— -
B2

o ~ T 5 ¥
3 3 T e

R L] <. v '
-

‘

.




: DOYLE HARTMAN

P.0. BOX 10426
MIDLAND, TX 79702
(915) 684-4011

JOTHT CUMER

INVDICH

I LWNER

77448 R. HOWARD OLSEN

;_DﬁTE”

‘1PAGE 4

Df‘ ! (JBI"R 31 1 98"7

TASE CO745H002  CARLEON £ ;INvorcb ‘ 8710018 =3
ATE VENDOR CDESCRIFTION . GRO«*_;;.YOUR;SH@RE
EAGE OFERATING EXFENGE — JID
0l 30787 D. HARTMAN OIL OPERﬁ. DIRECT LAROR = OFER 116,55 . 29,44
i0/30/87 D. HARTMAN QIL OFERA  EMPLOYEE BENEFTTS Sy Sir o RIS ©.44
0] 30/87 MIDWEST INBURANCE AC  INSURANCE 22.00 5. 550
_0f 30/87 D. HOBTHAN OIl OFTRG  IMEURONCE 7316 8.2
0/30/87 - D..HARTMQN OIL OPERA . OFERATING: SUPFLIES . i BE cP iy . 20.40.
“0/35/87 HARTHMAN OTL  OFFRA  PRODUCING  OVERHEAD -~ * % man g4 " 141 .04
TOTOL. LEASE OPEEATING ENPENSE - J1% s et P 213,89
7 LEASE TOTAL %3 QT L G, 243,69

GE ¢

00745002 CARLSOM &2

YOUR

INTEF:EST

. '.?'."-()(V‘O")() 243,89




- DOYLE HARTMAN

P.O. BOX 10428

“* 'MIDLAND, TX .79702

- "(916) 684-4011 ..~ -

JOINT OWNER INVOICE

UWNER

EASE

77448 R.

HOWARD OLSEN

00715003 CARLSOH $3

871001854

4'ATE, o

VENDOR .

DESCRIFTION -

YOUR - SHARE

LEASE OPERATING

EXFENSE ~ JIiR

vone o

10.30/87 ...
10/30/87 "

Do
T p.

JHARTHAN. OXL.; .
"HARTMAN OIL OFERA

OFERA - :

. DIRECT, LABOR ==, OFER*;
FMFLOYEF FFNFFIT%"

416
R

ﬁ\JsJ

75

1q 3087
i 20/87

D.

HARTMAN Ol OFERA

MIDWEST INGURANCE Al

INGUROMCE
INGURAMNOE

\5\5.

80

16
.00 20.0%

10/30/87

D.

SOUTHWESTERN PURLIC

HARTMAN OIL  OrERe

1Q/092/87
1q 31/87

D.

TOFERATING SUMFLIES ., . .
FUEL '

AND PORER

SO 3&

8L,

‘4‘7 I SO -‘,-A n'?

HARTMAN OIL OFEREG

FRODUCTING OVERFEAD

f:ld)q Y

i4 141.04

. TDTAL LEASE QFLLﬁTlNG FXP&N E-ﬁ;JIBQJ** 1y944,?8;;;§g@,_23§.26
LIASE TOTAL 3wy a4, 96 238,26

Y OWIF:

:’.3(’ Iy ?’

I_f]‘ SE: 00745003 CARLSOMN &3

INTEREST hrvnooonﬁ
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Jamary 31, 1985

Doyle Hartman
P.0. Box 10426
Midland, TX 79702

RE: CARLSON FEDERAL #3
LEp. CCUNTY, idw MEXICO

Dear Mr, Bartrman,

In response to your letter of January 24, 1985 regarding the purchase of
our interest in the above said well, I have discussed your propasal with
Mr. Qlsan and he feels the offer is insufficient.

Regarding the workirg interest ixj-mica for tiae sai) weil bwiideon oo ~ze to
ghara, after much conversatica batween cur affices ¢ the correct amount,
we havae acgrired a ooy of tie originar Overavioyg Aqreenent., sAccordang to
the said eureement, overliead is to Le Lilled at $125.00 per wonth tor each
drilling well for which our working interest is .25 percent.

Cue to this information, please consicer this a demand for your check to
adjust the producing overheaa in accordance witli tie (perating Ajrechent.
Also, invoices for September through Decenber 1984 shouid re adjusted to
reflect this change. .
Your cocperation in this matter is appreciated.

tinceruly,

Donna M, Mariner
Accountant

Dé/cac

=« DEPOSITION
5 EXHIBIT

HARTMAN EXHIBIT 2
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) DOYLE HARTMAN

Oil Operaror
$00 M. MAIN
P.0. BOX 10436

MIDLAND. TEXAS 79702

¢ 1915) 684-4011

+ July 10, 1985

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

Re: Proposed Infill Well
Carlson Federal No. 4
SE/4 SE/4 Section 23
T-25-S, R-37-E. .

Lea County, New Mexico
(40-acre langlie Mattix)

Dz2ar Mr. Olsen:

Pz=ference is made to our previous communications concerming operations
2s to the langlie Mattix pool covering SE/4 SE/4 Section 23, T-25-S,
R-37-E, lea County, New Mexico. Please be inform=d that we are propos-
ing the drilling of an infill well on the captioned lease in order to
efficiently and effectively drain all remaining lLanglie Mattix gas
reserves under the SE/4 SE/4 Section 23, T-25-S, R-37-E, that will not
be érained by the Carlson No. 3 well wnich is alsc situated on the
subject 4G-acre proration unit.

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

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

1. We again extend our oifer of Januvary 24, 1985 to purchase your net
interest _for £22,500.

2. We will b2 hepov to take a famout of your interest and drill the
well to earn a 70% net revenue interest.

SincewehoPetosdetheproposedmmnthlﬁnﬂmewrtforty-ﬁve

days, we are at this time proceeding with all necessary. regulatory
prooeduxes for the drilling of the subject well. . Therefore, we

HARTMAN EXHIBIT 3



July 10, 1985
Page 2

respectfully request hearing from you as soon as poss:Lble concerning
your decision in this matter,

;
!

Very truly S,

Doyle Hartman
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AR W DOYLE HARTMAN et 11512
OIL OPERATOR
500 N. MAIN STREET
MIDLAND, TEXAS
AUTHORIZATION FOR EXPENDITURE AND DETAIL WELL ESTIMATE
LEASE NAMg _CT150n Federal weLL N, __4 w.1. _100% of Well Cost -
county___ 22 : STATE __ New Mexico piLp_ Langlie Mattix
LOcATION: _ SE/4 SE/4 Section 23, T-25-S, R-37-E
ORILLING INTANGIBLES: ' PRODUCER DRY HOLE
1. Drilling Cost 3,500 B @—22245__ per Foo For860 46,000
2. Daywork Tday—aty, R
7 3,800 . 3,800
3. Coring Service Well Surveys 8,400 8,400
4. Bits and Reamers - - - - - -
8. Testing
8. Direclional Drilling -== - - =
7. Fuel Water . 6,500 6,500
8. Mud Mud Logging 8,100 8,100
9. Cementing Service __________ Cement Floals 15,800 5,000
10. Companylabor ____________ Conlract Labor 9,500 3,600
11.  Surface Damages and Right-of-Way Z,800 2,800
12. Digging Pits Filling Pits 1,200 : 1,200
13.  Pil Lining é .ggg 1,500
14. Roads & Bridge U — Eﬂge & Grading ’ 8,000
15. Acidizing __ "¢ 7" TB b Fracturing 221" 0% %Bg Perforating 4,000 100,000 - -
16. Plugging il 2,800
17.  Trucking Cost 2,900 1,500
18. Development Superintendence _~+ _____ days @ $.2°0____ /day 7,000 3,500
19. Rental Equipment 4,500 500
20. Swabblng and Tesling 10,500 -~ —
21. Legal and Professional Expenses:
Product Price Determination 2,400 2,400
Regulatory Hearings Other 3,600 3,600
22.  Abstracts and Title Opinions 4,300 4,300
23. Geological, Geophysicat and Land Support
24, Other Costs
25. Conlingency @ 2% 43,400** 20,500
. Total Intangibles 290,000 134,000
WELL EQUIPMENT:
2. Casing 400 g o__95/8 g _8.50 Per Ft. . .
3,000 1. of 7 @ 6.46 Per Ft.’ 26000
Ft. of Per Ft. 'l . i 3.400
27. Tubing 3500 Fr.ol__2 3/8 o 2.8 Per Ft. 9,200 -- -
28. Casing Head 1,300 1,300
29. Xmas Tree or Pumping Connections 4,600 - ==
30. Pumplng Unit 13,500 - -
31. Engine/Motor Conlrolier and Power System 4,500 -= -
32. Sucker Rods 6,100 - -
33. Pump 2,000 -
34, Tank Baitery 2,600 - -
35, Separalor of Dehydration Equip. 2,400 == -
36. Metering Equipment — ===
37. FiowLines 1,900 - ==
38. Guards and Fences 2,300 2,300
39. Other Costs
40. Contingency @ > % 17,600%* . 1,000
gency Tolal Tangibles 100,000 8,000
390,000*+
: TOTAL COST OF WELL 1000 . 142,000
Howard Olsen 25 97,500 35,500

Share at %

Our projected cost for drilling and catpleting the proposed infill well is
REMARKS: __$320,00 -

[ w

Originated by %AA‘? Q‘ n“""“‘!-\ Title Engineer Date July 10, 1985
Title Date

“Approved
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' CAMPBELL 8 BLACK. p.a. ..

LAWYERS

JACR M, CAMPBELL JEFFERSON PLACE
BRAUCE D. BLACHK :

SUITE | - HO NOATH GUADALUPE
MICHALZL 8, CAMPRELL POST OFFICE BOX 220
WILLIAM F. CARR osT o s
SRADFORD C. SERGE SANTA FE, NEW MEXICO 8750!
<. SCOTT HALL YELEPHONE: (EOS) D88-4 42!
PETER N, IVES .
LOUROES A. MARTINEZ TELECCOMIER: (S80S) §83-6043

July 19, 1985
HAND DELIVERED

Mr. R. L. Stamets, Director

0Oil Conservation Division

New Mexico Department of
Energy and Minerals

Post Office Box 2088

Santa Fe, New Mexico 87501

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

Dear Mr. Stamets:

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

Veny truly youry,
] s

[N
-

William F. Carr
WFC/ba

Enclosure !

cc: Doyle Hartman I

DOYLE HARTMAN
Ofl. OPERAYOR

ElHEYIE

’ HARTMAN EXHIBIT 4 .
L . JUL 2 2 1985

Lef

- .



BEFORE THE

OIL CONSERVATION DIVISION

. RECEIVED
. NEW MEXICO DEPARTMENT OF ENERGY AND MINERALS
JUL 1% 0y
IN THE MATTER OF THE APPLICAITON DIL CoNSERvay gy oy
OF DOYLE HARTMAN FOR COMPULSORY : ISIon
POOLING, LEA COUNTY, NEW MEXICO. Case 8668
APPLICATION

Comes now, DOYLE HARTMAN, by and through its undersigned
attorneys and, as.provided by Section 70-2-17, N.M.S.A. 1978,
hereby makes application for an order pooling all of the mineral
interests from the surface to the base of the Langlie Mattix
formation, in and under the SE/4 of SE/4 of Section 23, Township
25 South, Range 37 East, N.M.R.M., Lea County, New Mexico, and in
support thereof would show the Division:

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

2. Applicant propoées éo dedicate the abbve;referenced
pooled unit to a well to be drilled at a standard location of
said Section 23.

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

25% working interest.
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4. Said pooling of interests and well completion will
avoid the drilling of unnecessary wells, will prevent waste and
will érotect correlative rights.

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

WHEREFORE, applicant prays that this- application be set for

'_,hearing before a duly appointed Examiner of the Oil Conservation

Division on July 31, 1985, and that after notice and hearing as
required by "law, the Division enter its order pooling the lands,
including provisions for applicant to recover its costs of
drilling, equipping and completing the well, its costs of
supervision while drilling ,and after completion, including
overhead charges, and imposing a risk factor for the risk assumed
by the applicant in drilling, completing and equipping the well,
approving the location of the wéll as proposed by applicant, and
mak ing such other and further provisions as may be proper in the
premises. » |

Respectfully submitted,

CAMPBELL & BLACK, P.A.

By Oﬁa,aéw 4 - Fhatonz, %—/Qfa
William F, Carr - 0
Post Office Box 2208
Santa Fe, New Mexico 87501
(505) 988~4421

ATTORNEYS FOR DOYLE HARTMAN
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CANIDLI "A™ CL
CAMPBELL 8 BLACK. r.A.
LAWYERS

JACK M, CAMPBELL JEFFERSON PLACE

smucE D. sLacx
€ , SUBTE | « 1HO NORTH GUADALURE

MICHALL 8. CAanPaCLL -~
wWiLLIAM F, CaARN
SRADFOMD €. BECAGE
J. SCOTY marLL
PEICR N, VLS
LOURDES A. MARTINED

‘®*0$T OFFICE BOX 2208
SlNTA FE. NEW MEXICO 87501
~'!eu:---cuc: ISCS! 90 8-aap
7t‘;‘:co-a:-: ISCS) 683-8043

‘yuly 22, 1985 -

\:i\

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

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

Re: Case 8668: Application of Doyle Hartman for
Compulsory Pooling, Lea County, New Mexico.

Dear Mr. Olson:

Enclosed is a copy of the docket for the 0i1 Conservztion
Division Examiner hearings scheduled for Wednesday, July 27,
1985. You have an interest which may be affected by <. :

above-referenced case.
Very truly youra}\

william F. Carr
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" DOYLE HARTMAN '
Ol Operator

$00 N, MAIN
P.0. BOX 10428

MIDLAND, TEXAS 79702

(91S) 684-401

i July’ 307 19657
Mr. Howard Olsen -
Post Office Box 32279
Phoenix, Arizona 85018
. C_Mi’,om-) )
Re: SE/4 SE/4 Section 23

T-25-S, R-37-E
Lea County, New Mexico

Dear Mr, Olsen:

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

As I told your secretary, the campulsory pooling hean.ng has already
been 'scheduled, but we will report to the New Mexico 0il Conservation
Division that you have agreed to farmout, provided we can have a

’m:tually acceptablé agreement.
The farmout terms we offer are as fol]owé-

1. Operator to dr:.ll a Langlie Mattix infill well on the above tract
within 90 days from the date of agreement.

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

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

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

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

- possible.
Very truly vours,
DOYLE HARIMAN
Ruth Sutton
landman
__ Ems/ar | :
S oo A7 Jaae, HARTMAN EXHIBIT 6
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. ETATE OF NFW MEXICO
EVNERIY AX!D' MINEFALS DEPARTMEMNT
OIL CONSLFVATION DIVISIOYM
State Lané Office Building
Sant:s Fe, New Mexico

31 July 1985

EXAMINKEFR HEAERING

h

I¥X THE MATTER OF:

BEFOFKL @

I'cr the 0il Conservation
Divieicn:

For the Rpplicaint:

Application of Duyle Rartmsn for
compulsory pooling, Lea County,
New Mexico.

CASE
geaee

Gilbert T. Quintana, Examiner

TRENSCRIPT OF HEARING

LAFFEARANCESES
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MR. QUINTANA: We'll ca2ll Case

MR. TAYLNDE: The application of

for compulscry pooling, Lea County, New

The applicant has requested

MR. OQUINTENA: Are there other

MF, CAPI': Mr., Txarminer, I hzve
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WILLIAN P. AYCOCK,

called as a witness and beinag duly sworn upon

cath, testified as follows, to-wit:

®

DIPLCT FXAMINATION

(o] Will vou state your full name and

A william P. Aycock, Miéland, Texas.

¢ Mr. Pycoc¥, by whor: are you employe

.

? Py Doyle Hartrman in connection with

zrlicatione fileld &s Case Wurter L6EE on Docket Wumbs

%A

his

place

a ané

n

-
r 74~

of reccra’

r 1 ha e,

A Ar? heow were you cuzlifie® 2% thrt tire?

r f¢ & prtroleur erncirecer,

¢ ave you reviewes the aprlication files
ir. this care o0 Deh:alf ol M, Bartman?

’. I Lave.,

¢ tre vouo familiar with the sobdect eree

-
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anc¢ the subject of the application?
2 _ I aw.
MR. CARR: Are the witness'
quzlifications acceptatle?
ME. OUINTRNA: They are., You

may rroceed.

N

Mr. Aycocr, would vou briefly state what

Mr. Eartmar seeks in tnis case?

»

Case &€62 js the applicztion of Dovie

ifartnar for conmpulscry pooling in Lea County, New Mexicc,
¥r., FEartman seeks an order poeling 2l

of the mincral interest from the surface to the bise 0f the

Lanclie Mattix Poc
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o Woulsd vou now refes to wiart hes hoer mar-
e for identification 23 Eartmen Exrinit Nurher fne, iden-
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mar on the top of the Penrose Sand, which is the, as Mr.
Cuintana is probadbly aware, is the lower memher of the two
Cueen Sané memhers in this area.
"It is -—- it showe the &pproximate gas/oil
contact at a minus approx%gate depth of a -150 feet subsea

thit runs to the west anéd the Upper

0

veen Sané pinchout over
tc the east, _realizing that the Uprer Queen is the upner cf

tre two'preoducing interval

1]

anrd ¢the Tenrose i=s the lower cf

by

th2 two intervals that oroduce in thie 2rez from the lLanclie
Mattix,

o ' This exhibit 2lsz chow the subiec: ac-
reace.

k It snhows the suriect acreage. It shovs
the pre-existine well, 1L shows th: proneosed loczticon, and
the implications ¢f == it leo shows the trace of Exhiknic

oy the =150 foo: azpproxinate ozs/cil contact we would  ex-

rsct  the Penross to He suvhesiantizlly ¢il pradective 2néd in
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Nurner Tws and review th for the examiner?
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A Hartman Exhibit Number Twn is crosc sec-
tion A-A;.the trace of which was previously indigated on Ex-
hibit One.
In discussing this exhibit I would 1like
tc.number the wells beqinnaﬁg fror. the lefthané side of the

exnikit tc the right &s 1 through 5§, on which Well Neo. 1

w3sld be the Cities 01l and Ges habbs No. 1, located in Unit

-1

¢! Section 23, Township 23 South, Fanoge 37 Fasi, 2t £€0
¢rom the north line and 664 fecet from the weet line.

¥ell Mo, 2 wculd bhe the Cities Cil ans
&z Dabbe No. 2, locaxted in Unit E &t 2310 from tre nortn
lirne and 330 feet from the west line,

vell Mo, = would e the FEI Pasn Masurs!

Well %Na, 4 would be the Doyle Hart=zn

~
[+
"
o
‘h

or. Pederal No. 2, locaiel in Unit F, €60 feet from the

ecorkr linme 2nd €60 fe-o frorm the ezest line,

Anf VWsll No. © wowld be the Ameraia Kess
T2z Vimderly Nz, 13, located in Unmit M et 230 fest from the

facil thzt VWells 1 and 2 hrve Teen converted <o water Indec-

: - - - . ] - - K] 4 - -
wiam vells, Wells 2 and & are gas rroducina wells, a=? (ell
-
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5 is an o0il producing well, and that except for Well No. 3,
2ll of these wells have heen conpleted within the Langlie
Mzttix zone.
Vell Me. 1 was spudced on the October the

16tr, 1236, and comnleted,on Noventer 28th, 123, from an

o>tn hole sectior. between the éepths of 2,45C and 23, 2¢1
fect in the Yates-Seven Ribers-Queen-Penrose fanc.
wWell Nc. 2 was spudded on the 1Pttt of Ar-

:il of 1929, cormzleted con the 2th of Mzy, 193¢, fror

o
2]
3
0
vy
N
s

hole interval betwee:n Cepths cf 3,240 feet and 3,340 feer ipn

tYie Penrose Sard. This weu pricr, cf ccrree, tc the conve--

Viell Fo, 30 wvas srodded on thes [Tim of
Certenter, 1055, connlete? o the Fthr of Tecer=er ient,
ircer porforaticnes belweesr deving of 2,424 feet and 2,440
fect., )

Weid Yo, 4 wes cornplieted on the 24th of

irtorvel between Centhe of 2,840 fee: snd 3,173 feet, Wvhics
rriviez 2ll of the projoctive intervels in the Lanslie-Mas-

bav, 1%(3, re-snufded and cornlsted on the F7th of May,
1oz, thrnvgh parfaratlions Letwren depthe of 2,835 feel and

——
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+18¢ feet in the Queen-renrose section.

tvell Xz, 1 was not stimulated,

[ 5]

vell No. wae shot with 22C cguarts
nitroglycerin. - -
Well Ng. 3 was sand fraced with a

stage dob, includinc & total cf 20,500 gallons.

vell YN=, 4 wis sand/oil  fraced with

And WVell *o. 5 was subjezsied tn zn
treactment of 106D gallc;s, sand/oil fraced with 20
poinde ané 2C,000 galimns,

welil Ko 1 potentijaled for 37-mil

It red produce &L thrt timz £ cumvletive qae productio;

of
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19 ﬂ

of 3,322,050 barrels had been inijected into this well, ;
.- Well No. 2 was deepened from -3,300 feet~ﬁ

r‘
0
“w
.
'\
"
"

ect; -perforated from 3,108 feet tc 3,208 feet aafJ
zcidired ané converted to a water injectiorn in the Queen-

Penrose hetween depths 01;3,108 feet and 2,425 feet on the'w
€tn of Novermher, 1%49, |

Ir 1¢ «= on the 70tk of Sentember, 1971,
Well Ne. 2 vwaze plugses back to 2 depth of 3,285 feet: perfc-J
rated tretwecon depths of 2,190 and 2,205 feet and eacidizel

with 1097 c¢3sllons, returned to water indecticon Dbetween

- - . . * ]
ks of Geotorer of 1922, prior, just pricc !

te  twe coanverstion te water imdeciion, thiis well N2d pro-
H

Cured & cumulztive velume of 1,813 MMOT 2nd as eof Vzrehr of
1025 the well was indected ~- had had & cumwlative veoiums of |

3,797,000 barrels of water irndiested inte i+,

- L] 4 (g - -~ .

Well N, 3 wac «= it hae Leen cormingies

1= the Jalrizt end Langliz Mztitix zones.

- . . . : .
tws Sril sten testis whiere the Jainmet and Lantlilce Mateix

€ the first testi hatweon depthn of 2,204
.- 2,45C fect, which is in the uprer pzrt ¢f the Jalmzt in-
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of mud with a 15 minute shut-in pressure of 135 psi,
There was an additional drill stem test

in the Jalmat interval between depths ©of 2,250 and 2,30

o

feet, recovered 250 feet of heavily gas-cut mué with a 30
minute shut-in pressure of‘1.103 psi.

vie woulé like the examiner to plezse nc-
tice the difference in cuality between those tests and he
Lanclie~-Mattix cérill stem testg between depths of 23,150 fcet
anéd 3,218 feet where cas came tc the surface in 2-/1/72
mirnutes at 470 MCF per dzv, recoveresd 314 feet of 2rilling

moé &nd had 2 32 minvte shut-ir pressure of €3¢ feeti,

2lthounh the ghus-in rreceure war
suzstantially lower then in the second ©f the two tests cn
the Jzlret, the productivity was many fold crezter,

‘It is our trelief based vpon the Szrsz thzt
we've precsented that as td Vell Mo, 3, the hulk of tas cos

producticn that has cccurref from the comringled well rlas
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criginated in the Lan

norne of the otrher wells ot this cross sectionn, sc=erdisc to

o] Mr. Avenck, will you now refer to M-,

Fertman'es Exnibit Rumiery Threc and review this
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A " Exhibit nNumber Three is 2 larae scale mzp
cf 3 9-gection block that includes Section 2, -Township 2%

South, Range 27 East, and all of the offsetting sec:

[V%

ons,
both éirect and diagohal to it.

We would call the Examiner's attention to
the following:

There is a watered ouz producer, namely,

the Santa Fe Erergy Ccnpany Carlson "1" No., 2, which is lc-

ceted in Unit L of Section 23, at a lccation 2210 fees fror
the south line and 330 feet from the west line.

Tne well watered cut &ndé wxs tiusced and

the Meobil Langlie Mattiy Cueen Unit Xo., 35, cur Dadhs Nz, 2,

which has had a substanzial amount ¢f water irizcted inco

[N

+, that £till shows thai the water is cocirngc into the «= jiu-

tc the zone at these ltic

the existing preduce:, the Doyle Fersm:ir Cirsos. == Carisorn
Ne. 3, I beg vour pardéon, locetes €705 Feetr frov. ths squr:

line and €50 feet Ircor ths east line 10 Jrid ¥, is e -oduee

~

|

et = +

4

g
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inc well but it hes qreatly infericr chuaracterietics as cor-
pared to both of the offsetting Amerada Hess W¥imberly, 1Ida
Wimberly Wells, namely the Ida Wimberly Ko, 11, located 19%:&0
feet from the south line an3 66C feet from the west line in
Unit L, and the Ameradza Hsss Jda Wimberly No. 13, located
330 feet from the south line and 230 feet fror the west
line; both of these in Section 24.

we woull 2lso like to ca;l the aztention
of the Examiner to the fact that the wellhead shuvt-in gpres-
sure for the Carlson ~- KEarttman Carlson Be., 32 is approsi-
mztely 56 psi. The precesures are very low and thie is ecs-
sentially eguivalent to that indiceted on the Ameradr welis

immediately tc the east.

This is znother feoter that pesds to Lz
consicdered in determining risx end it &isc indicetles tnce 57

correlztive rights &re ooirns to be rrotecied, 3t wil
to be virtually immediztely, otherwise tre deprletisz: will
have gprocecded to the pcint that there vwill he no wriy oo
equalize the correlative richis situstion,

o would vour now dust briefly sumiarize  the
conclusions that wveo czn Cravw fror the thres evhitiec  aoo
have presented? |

2 I ce~ reazsh the reascrable eonzlvsicr:
from the data2 already prersented In these exhikits ar s

fellowing:

e mw.
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There is & good quality reservoir in the

-Langlie Mattix zones. Thie reservcir substantially centains

gas at low pressure. As we have previously testified teo the
Commission "and the Commission is aware.' the drilling ang
completion procedures at tbese lower pressures are very &if-
ficult, the reason being thzt with the water based circulat-
ing fluid in the hole we tend to have éifferential stickirnc
of drill collars Gurinc the drilling phase and we're alsc
subject to the breakiown of the formation éurins the cemeni-
ing phase if qreat caere is no: excrciced and loss of the ce-

ment into the pay zonc with cconse

o
[#4
M
.e
L4

impairment ¢f its ul-
timate producing capacity.

Also there iec & witerflood that is  beir

1
"

conducted along the efgs ©0f the ces cap, 2arf wa've shawn by

)
.

the two injection welliz thai are on Txhibit Tws. There's re
way of Xknowing the locz2tizn of the water amons the two
stringers in the Langlie Matiix: i.e, the Upper Queen and
the Penrcse Sand. The likelithocos ic¢ that the perrmeabil
thickness product, the ralztion between thcee two for  the

twc 2zones has deterrmined Row muech ¢f the totel earcurnt ¢f

wzter injected has cone irtc eech

)
7.
10
4 7
<
N
*
g
1
<
B
“w
e
“
"
b]
!
o
1

vidual data on them. Tnere if no w2y ts cuezc at how  ruct
water has gorie in eacsh. So thefe hzs likely bhesr widegnread
rmigraticn of water with z total oi cver E-rnid

sce, about €-million barrels of water, I Lelieve i1 waie,

~——
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V]| wasn't it, totzl that's beern injectes here.

? . , . There's 2,322,000 irn one well ang

313,797,000 in the other well. So we're talkinc ahout J-mil-

4| 1ion barrels of water betwsen those two wells, roughly,

5| that's beer injected into the Langlie Mattix zore.

6 So there is no way of knowing that --

7 | vhere that water has migrated to and we are less than a mile

8 | avey from -- from the closest well 2nd about 2 mile and a
’ 9

cuzrter to a mile and 2 hal{ zwzy fror the furthest of those
10 | twe injection wells 2t the proposed location.

1 C ; Are ycu rrenzred to rake & reconnendaticr.
12 | to the Examiner &s t> the risx penalty that should be assee-

13 | seé aczinst eny nonjoirins irnterest owvners?

14 X hazeues cof the cornound rzture of t=e

V5 | riex factors here, wy rvecamrendation would be 207 perzaent,

16 c ’ Ans ycu'ce basing that on the low pres-
17 | sure informaticn plus the wzter inforratios.

18 A . Thnat's correct.

19 o) In your crinion covid Mz, Kurtran Crill &

20 | cc11 at this locktion thet wauléd not re s commersizl suves

21 lcess?
22 A Yes, he cooid,
23 c Would  voo now refer tc Fxhinit  Nonhor

24 |pPour, icentify theot, and erplain what it shows?

25
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rressure performance curves, for the existinc Deyle Hartman

1]

) Carlson Nc. 2, loczted in Unit P cf Section 23, Townshirp 2% H
Eovth, "Rance 27 East, and the twrn offsettino Amerada 1Ida l
timberly Wells, those bheing the No. 11 and No. 13.

Thesc gzaphs are presented in the form ofj

the r2tic of substrface pressuvre to coincident compressibil-

o OO WV A2 W W

9| «ne fzct that for the Dovle Eartman Carlson Ko, 3 the slope
10 | is zuproximstely 2.2 MNCF per pei, while for the twe Amera%e!
1 | velle, for the Moo 1! wall it'e 12.8 »0F rer pei, 216G {for

12 | <re I¢n Winmterly Mc. 33 it de 16.2 MMCF per pei.

13 . a2 e retics betvezs those slepes whish |
H
S . - o - > - - - e - = - ere ¢ = N -
14 Szterrire what tte Zive: ancu~t of rressare avalilatle, whiesh,

[,

16 Tmsty

.- - bl - - 1 - - 2 Al - -
17 vre thst the Loyle MNoremz- Carlenn Ko, 3 will reccver, arnd
18 | . e ; cbiwa = -1 - Te e B- imm =
wlthoush thie entivTs s~ount cacld not bs mafe vy by heving &
- - -t ¥ - oo - s - - - - 1N
19 <=2 Capatle rrafuzess Ffrilled at the rroposel infill leocza-
20 PO - 0C "t o me ot - &% 3. ew s C0S Laeae &g oy LS i
TiCh < gcl. fe TTOT O Tthe BSLCT d1inte gt VEG fesl Irxe the
~ -g* 2000 m A s e ®m om o -— - - o e 28 - -4 - -
21 | e4=t 1ine, at lerz: = rorilion ef 16 eeuld he made un by o2 |
22 - - - 3 - 5% - - - - - - $ -
soToeorcial profucer &t vttt locesticer.

23 ¢ i

Tovar nov ideritify FEaxhivit Kumhay |
2% | river
25 7 Favivtie Muvier Flive are the oroductics |

c AL LT - - -




O 0 o O W o wowN

- wl el et et et et s
- OO W & W N -~ O

19
20

21

23
24
25

17
histories in both tabular and graphic forr for all of the
wells that were shown on Exhibit Number Two; that is, the
cross section, and that includes a rate/time -- conventional
rate/time curve where the logarithm of monthly gas rate as a
function of time is shown.,and also, the ratio of subsurface
pressure to coincident compressibility factor as a functiorn
of cumulative gas production for all of these wells, This
information, we are not going to review it in Qetail in the
recoré unless the Exariner s5 wishes, but we provide it tc!
him so he will have all ¢f the consecuential datz thzt sur-
rourds the wells ir the zrez ¢f the procposed infill well,

C Vould you briefly summzrize why *r. Kart-
man believes that an acditionzl well on this acreaze rmust heo
drillec 2t thie time?

€, &

1L

[we

A The rezscn for the ¢érillinc zt all
we have szid, because of the disparity in correlative rizghes
that will occur if nothing is done between the Kartnar well

and the twe Amerades Windberly wells to the innmediate e

st.

The conseguential facteors are the follow-

!Jo
iy,
1]

We have & very low reservcir prezsure ans

tn

if &ry tunnecesszry time ic wzstel in the refevelopment c$
tne Hartman lease, there will be no pressure lef: to awzil
-~ t¢ enable him to remedy & porticr cf the underproduction

that has occurred.
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rr adcitior,, 4in Unit T of Sectiocr 23 is

-

locatesd the wWimberly 1, which is making some water, not a
it but it §is producing rome water, further substantiatine
the fect that the_large amount of water th&t has been in-
Sected in.that arex is fanning out over a widespread zrea.

k]

We've 2lready discussed the fact that the
flore of the P/z as & funciion of cum gas curves is radical-
ly different from the Hartman well than it is from the tws
wffsetting Amerads walls. There is not that much difference
ir pay Cevelcprent, ac indicated orn the well logs, €2 there-

fore they must be drairing roughly € tc 8 tine

& &% TWICh aATres

The only wvay that flartnsn &nd his part-
tt1e &nt Lhe nincrals ownors can be rraotectsd is therefors
3 | - =2 e . - = .t - P S .o -
oz hiw o redevelor the lezse wWith arn additional wsll  end

¢ Mr. lyeosck, would yveu now identify what
Lhear heor Tacked a3 Eattrman Exhibit six?

r Martrzn Extibit Six g a2 letter from Wil-
jian F., Carz, Avtcrrey for Mr, Harizon, tc ¥r. N, Moward Ol-

— e—t
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cwner is Mr. R. Howard Clson, who has a 25 percent working
interest. ) _ )

Q will Mr. Eartman call another witness to
review the efforts made to --

2  He will.

R J
(o] -- gain voluntary joinder?

Mr. Aycock, what is the estimzted cost ¢
the preorcsed well?

A o The ectimated cost of the propnsed well
includinz contingencies is $£32C,000 for a producing well and
$142,000 for a dry hele.

n) hre these ccsis in line with the costis

fcr other similar wells in the arez?

’
w?
m
n
(o
-co‘
.
™
(1
v
[0
"n
b
e
2
]
X
Y
.
o
[\U
't
(4
3
b

]
]
n
9]
M)
!

sifcra®l¢ contemporary exrerience as the most zolive Cpure-

(44

tor throughout this trend.

n

AnZ he has drilled other Langliie Mattix

welle i ¢this arez?

F A Yes,

o igve you rmede &n estinzte of i%e nuerhes?
and zdrinistrative costs to be ircerreés while Grilline and
operatine the well?

2 Yes.

G _ rre threzc charges and -- and wiz!  hre
those charyges?

e
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’

-

A ' 3550 per month for a producing well and

n

*

€55C0 per mornth for a érilling well,

(o} | " Are these charaes in line with whas's
teing charged fcr other wells in the area?

A Trey arg.

C would you refer tc, 3ust identify, what's
boen marked as Fkhibit Nurber Seven?

A Exhibit Numlter Ceven is 2 rroposszé mocfel
forn: operating agreément Gated April 15th, 1983, betwesn
Dayle Bartrin &s operator and various joint cperaters.

¢ Avf &ces this cperating anreencnt rrevide

for thie §550 & month &nd $5502 2 month figures that you just

A It docs ¢ rage 3 0f tha a4 irchied T2~
urdzr nUnUGEY e-

C A does --

b -~ Cfecticn ¥o. 3, Overhead, Sezticn l-3,
ZverherT Bazie, operator shzll cheros the Jecint zccocount 2¢
the follevisg retes rer well per month: Drillins well rate,
£35I5; aradfacine well rate, $337.

C Do thiis exhitic alsn gontalr ancther
cperating ggrecnent that contains these figures?

E 1r Coes. The othier creratins soreement

- g g - . oy e O 3 - -~ . -
interast eneTs 3T ehine, o0 Thyhiaidit 7 anut oon ol
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again of the COPAS, under -- this was escalated, This hae
been escalated essentially toc the same -- while this was an
‘23 agreement, it provides for escalatiorn in Secsticn 1-A-3,
it provides for esqalation within the contract.

This has been escalated to essentially
the same numbers as are ostthe previous agreement by virtue
of the escalation clause contained within the accauntiﬁﬁ
rrocedures,

0 . Does Mr. Hartnan sgeek to be dcsigna:e.’.3
cperator of the subject well?

A He does.

[

9] Ir your cpinon will granting thic aprnii-
cztion e in the best intares:t of corservation, thz nrevens
tion ¢f waste, 2nd the protection of correlative righis

2 -Yes, 1 bslieve s>,

Q ' Does iMr. Hartman reguast tha* tRis oricr
to expedited.

A HEe does,

) Does he have iwmefiaté rlars to oo -fa:-
vard with the developmant of this zcrezge?

A Yes, he does. Bz & natstar cf fzzv, v

(o)
42
bt
[ad
4 ]
L]
i
1"

!

learned yesterday that -, Olson ie probably g
ovt his interest to Mo, Hartman.
we're hece to raz:est the order as pro-

taction for Mr. Hartmen so that he can oo akeadé. Fvery of-

W one LN L PSS Gl e e R T aS, TN JRACT AR e T L T NG .. . 5 .. [
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22
fort will be made to consummate tae farmout agreement with

Mzr. R. Howard Clson, ‘but in case somethina shculd happean
that that does not occur in a timely fashion, Mr, Harcman‘

J
wouléd like to go ahead and be able to drill the well, and |

that's the reason he's reguesting the forced pooling order. ]

Q If tha: farmout agreement is consummated
will Mr. Hartman immediately advise the Commission? i
A He will, .
'
c " ' Were Exhibits Ore throush Seven ;reparcig

by you oz corpiled under your éirection and supervisicn?

A ~ Thev were.

"
.

MR. CRR At thies time, Mr.-

e

Quintanz, we would cffer intc evidence Rartimar Fxhitite O-e
throwch Seven,

bE. CUTHNTERNA: Cnz throuzh
Seven -- Exhibite Orne through Seven in Case £6&€ will re en-

tered into evidence,

EY MF. QUINTANA:
¢ One cuestior is ocerating -- gunserted
cperetina cost of §8500 and §$55C thzt you took o©ff theee

operating acreemerts, FExhitit Seven, were thase voluntary
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agreements?
A A Yes.
Q The other question I have is dealing with
the 200G percent risk penalty factor,
Do you believe that the combination of
the influx of water in th: area and the combination of low

pressure and the risks involved with drilling low pressure

wells account for the 200 percent penalty?

A Yes, =ir, 1 éo.
o) Fver. thoug% that you believe thot it vi$f
be a commercial producer?
A We hope it will ke 2 commercial profucer,
yes, sir.
It's not & low risXk locztion. The v

rezson thzt he's willirne te do it &t all iz thst b foole

-l

ztitractive well, It will probably rnot bs something in bs-
tweaer.,
Q Th=and vou,
MNP, QUINTANM: R furiler quez-
tions.

ME. CLER: Rt tris tirme 7J°'¢é

trand.

n
»
)
)
oo}
0
(A4
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being called as a witness and beinc duly sworn upon
cath, testified as follows, to-wit:
: ]
DPIRECT EXAMINATION
BY MR. CARR:
C Would you state your full name an? placc

of residence?

A Rohert BE. Strand; ERoaswell, New Mexico.
e Mr. Strand, by wvhom are y2u erploysd &l

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

Malcne, Mann, ané Turner in Roswell.

c Have you previosly testified tefure tuls
Division?

A Yes, I have,

Q I prezaration for today's hearing what
has Mr, Eazrtman asked ycu to &2?

k Mr. ¥Hzarimin hes 2cheld ma Lo 92 over cer-

.
5]
b
g
]
o

paring for todsy's hearing hmEve voo

]
-

H

|

<

|

i
FORERT K. STRAND, W
his
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5
tecome

subject lands?

A ~ Yese, I heve.

o Anc¢ would you review that for the FExami-
ner, please?
»
A As Mr. Aycock stated, a2 25 percent inter-

est in the o0il operating rights urder the southeas: cuarter
¢f the southeast gurarter cf Section 23 is owned by Mr. R.

Howard Olson.

ing rights are owned by Doyle Eartwman.
a) So the only intecest that wzuld he pooles

in this case is that 20 percent interest of P. Howard Olsoo.

A That'e corre=z.

n Everybody else is voluntarily in,

A  Yes.

(o} Is there 2n operating agreement in place

ccvering the subject acreage?

st that we heve been atle te daterming,
There are & couple of agresments thot vare poo-
hy the prior opsratecr of the sovctheast quarter of the
however, ir re-

scutheast quarter, Yeing Sur Cil Cocwmpeny:

viewing those szreements I have com: to the conclusion ths

ot

'3}

they o not in fzot cavesr the orpgration of this lersc in th

that 2 pornz2il ANPL Fovrm 10 Operatirg Acrs nt owouls

10

-
e

")

L IR

'
(3]

formiliar with: the status ¢f the ownership under the

o ——n
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cover it.
0 And so withcut -~ there is no acgreene:t
under which this acreage cculd be developed and therchy the

interest of R. Howard Olson brought in.

A : Not in my opinion, ro.
k]
o Have you reviewed the correspondence an?

the efforts made by Hartman to obtain the voluntzrvy  Jjoinder
of R. KHoward Clson?

P Yes, 1 have,

Q ¥iould you refer to what has heen marked
for identification as Hartman Exhibit Fight, didentify ¢thirs,
and briefly review it for Mr. Quintanz?

.S Hsrtman Exhibit Nurber TNight connists of

certain correspoanien

0
m
s,
(%
"t
o
i
L]
P
.
b o4
2
|
It
la}
th
@]
.d
t
)
8]
1,
Ve
rr
Y
m
]

i1 Company: &lsc inclufes a copy of the oOne agres—
videZ by Sun 0i1'Company wnich I testified to ezrijer.
The first letter is ~gdated Julv 10th,
1935, directed from Dovlie Hariman tc Mr. Heward Qlesr, re-
lating to the proposed well orn the land in guestiosa that Moo

Hartman preoposes to drill.,

| o

Thi

4]

letter included as ern exnobit tnera-

to an AFE which also Mr, Ayvcockh testified tz realerzina o

this well; requested Mr, Olscn te doin ir the ériilin:s =of

the well as to his 25 percent interest; ealternativelr, thero

L

was an offer wmode to purchass that interest Yty Do
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or to tale a farmout fror him of such interest.
The naxt letter is & letter frow Howard

olsyn, dated Jenuvary 3lst, 1985, to Mr, Eartman, wherein ‘e

tasically declines tc accept any of these proposals, and in

this letter he makes reference to an operating agreement cr
)
“hat he calls an origipal operating acgreement: however, as I
understan< it, he 6id not provide & copy of suckh acree~ent
tc Mr. Harinane.
~-Thefe is fallowihg 2 letter drte? Jarvary

z23+%, 1op3, from Mr. Hartman to Mr. Olson aga2in relatira te

certain information as to the well to be Adrilie’ and she

wareman's office providing a copy ef a é:i:liﬁg canti Lt
which zlilececdly covers this particular trace. The Cconire:r:
Tecites & lease which covers the tract involved: Howaver, 14
gouws on point ocut thzt there are only twe wells this e&re
subhiect <o . this egreemant and wz have detervina’ ¢

?

ieitrar one o0f these wells 2re on the tract i:alivel’, o3

iv's v opinieon thet this perticular agreemsnt proviisd by

C Vere other coulacts or attempis rudfe 4o

Jiscuss  this matter with Mr, O0Olse: other ths: vie's  goiz
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reflecte¢ in this correspondence?
"R - Yes, that' rny under

there's been continuing discussicns by Mr.

|
s:and?nq, that'sﬂ

Hartman's staf’f

with Mr. Olson, culminating in the proposed farmout yeste:-*

day by Mr. Olson, which we are hopeful wi
]
in the near future.

11 ke ccnsummateﬁw

0 Mr. Strand, in your opinion and tased en

your experience in working with matters of this naturc, has

vcluntary jecinder of R. Howard Olson in thi

& good faith effort been msale by Mr. Iartrman t2s obtain thej

) Yes, 1 believe the cusitomary she
been taken tc secure his participation or cther contraccual ™

arrancements relating tc érillinc of the wel

c

9
"
]

o¢e

m2nte that are kept as rert of the coriinary businese rscovic |
of Mr. RHartran?
¢
y 3 Yes,

MEL. CrLR=: Yr, 0QointThz, =+
this time we wouvlé offer intc evidenc: Hartmar Ex%inis  Nu--
ber Eight. I gai? Seven, I reszr.t Eizht.

ME. IITTANDN: Extiriz Wu=tror

Eight ir Case E6EE will Ye entere zc evidesase,

!"F -

.

N

~y Qirect examination of ¥r. Stren”.

MR. QUINTRIX:

xhibit Niether Seve

LT hn? o thit o lvte:

e prcject?

I kove v orcr.




1] tions of this witness. He may be excuseAd,

2 : : _ MR. CARR: I have nothing fur-

BLE 3| ther in this case.

»

MR. QUINTANA: Case R668 will

be taken under advisement.
} J

N O W

{Eearina concluded.)
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CEPTIFICATTLE

;, S.“\:.- Y “"o BQY’T', CcSoR.p

t‘

CERTIFTY that the foregoinc Transcript of Hearing

<
¥

Cil Conservation Divisicr. (fonzissicn) was reported ty we: !
that the s&id transcrivt is a full, true, and correcst rezard ]

cf the hearing, rrerared Ly me to the best of my ax2ility, !

-
i

DPC  HERTZY |

refore tha l

- c——d
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CAMPBELL 8 BLACK. p.a.

LAWYERS

JACK M, CAMPRELL
SRUCE O. BLACK
MICHAELL 8. CAMPBELL

JEFPFERSON PLACE
sulfrE 1 - 110 NORTH GuADALUPE

witLias ¥ Camm ) g%fpos-r orrice 83Ox 2108
SRADFORD €. PERGE SANTA FE, NEW MEXICO 87501
J. SCOTT HALL e i
pETER M. IVES st\‘.mmouz. 1808 S88-44 2!

LOURDES A. MARTINKZ TELECOPICR: (SOS! 983-8043

August 13, 1985

‘Mr. Bob Pitske

.Bureau of Land Management
Post Office Box 1778
Carlsbad, New Mexico 88220

Re: .Application of Doyie Hartman for _
Compulsory Pooling, Lea County, New Mexico.

Dear Mr. Pitske:

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

If you need anything further concerning this application,

please advise.
Ve truly yo?r

William F. Carr

WFC/cdd
Enclosure
cc: Ms. Michelle Hembree ([~ w0 mana m
o0 ¥ERA0R
ﬁr""‘ﬁ*’ﬂwg

RTMAN EXHIBIT 8 . :
HA 4 5 1985
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» DOYLE HARTMAN
Oil Operstor
800 N. MAIN
£.0. 30X 10420

MIDLAND, TEXAS 79702

{915} ll‘f_’bll .

September 20, 19857

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

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

Dear Mr. Foraker:

Enclosed please find two copies of Partial Assignment and Bill of Sale
as well as four copies of the federal form to be filed with the Bureau
of Land Management. 3

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

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

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

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

Very truly yours,

DOYLE HARTMAN

.\:'.-/-A-::L /fr(w(.:z:_:
. Ruth Sutton
Landman

RS/mh

Enclosures as above

A S T LA




PARTIAL ASSIGNMENT
AND
BILL OF SALE

KNOW ALL MEN BY THESE PRESENTS:

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

be burdened. '

Assignor, - for the same consideration recited above, dces hereby
sell, transfer, assign and convey, AS IS AND WITHCUT WARRANTY OF MERCHAN-
TABILITY, CONDITION OR FITNESS EITHER EXPRESS OR IMPLIED, unto Assignee,
all of Assignor's right, title and interest in and to all of the wells
located on said lands, together with all casing, leasehold equipment,
and personal property in or on or used in connection with said wells.

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

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

R Boward Olsen

THE STATE OF §
§
COUNTY CF §
The foregoing instrument was acknowledged before me, this
day of . 1985, by R. Boward Olsen,
Notary Public

My Commission Expires:
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. LI . . t;::_.sl %"
Foum 310614 i . :
UNI'YED STATES FORM APPROVED "

Scplombe X
Septomber 1982) DEPARTMENT OF THE INTERIOR Explros: Augves 31, 198 3
BUREAU OF LAND MANAGEMENT St 2

Lease Serlal Ne, %

TRANSFER, ASSIGNMENT, OR SUBLEASE NM-0766 b

OF OPERATING RIGHTS IN.OIL AND GAS LEASE Lonse effective date b

. . November 1, 1961 5
PART | - v

L. Assignee’s Nams . 5
Doyle Hartman 3

Addeass (include zip code) ‘

Post Office Box 10426, Midland, Texas 79702

e apa s e+ _— 2 e . 3

The wndsrsigned, as swanarof 25% percent ﬁr operating righis In the sbeve-deaignated olf and ges jesse, harsby translers, sssigns, |:
sad/er sublesses to the assignee shewn sbove, the operating rights In such fease os specified belew, '

2. Describe the fands aflected by this Inu(u_, assignment, and/or sublessa (43 CFR 3101,2~3 or 3101.1~4) . J
;::zi:; ;2111-:;5’21& lease covers the SE/4 SE/4 Section 23 and the SE/4 WE/4 ‘

only ’ -5, R-37-E from the aurfac_e to 4,000 feet as to oil rights 2

.

- Lea County, New Mexico ‘.

k.

3. Specify interest or percent of oparating rights being conveyed to sssignee 100% ;‘
4. Spacily interesi or percent of operating rights being retained by assignor None ':
S. Specify evareiding royeily interest being reserved by sssignor * None IE,‘
J

&. Specify overriding roysiiy previously reserved or conveyed, ir any 12.205%
7. If sny psyments out of production have previously been crested out of this Interast, or il any such psyments are being reserved under this
transier, estignment, or sublasse,-sitach sistement giving full deislls as to amount, mathod eof pasyman!, snd ether periinent larms s R
provided under 43 CFR 3106,

it is sgreed that tha obligation to psy sny evarriding royatties or bu'yncnls eut of production of of! cresied hetaln, which, when sdded to 3
averriding soysities or paymenis out of produciion praeviously crested and to the royeity psysbls te the Uniled States, sggregete in excess of
17 172 p t, shalf be pended when the sversge produciion of oil per well per day aversged on the monthly basis is 15 berrals or less. "
1 CERTIFY That the stat i3 made hereln sre true, complete, and correct e the bast of my knowledge sad beliel and ses mode In good (alth, JE
Enecuisd this N day of .19 . B

P. O, Box 32279

(Assignor's Addreas)

{Assignor’s Signature)

R. Nloward Olsen

—Phoaenix, Arizona A5016

(Cliy) (Stete) (Zip Code) :

Fitls 18 U.$.C., Scction 1001, mokes it & crime (or any pursen knowingly and willfully to make to eny depariment or sgency of the United
tates say (alge, fictitlous, fraudulent stelements or represenistions os to any maller within its Jurisdiction.

TIE UNITED STATES OF AMERICA

sasigament appreved effective By.

{Autherized Oflicer)

{Title) ' (Dete)
NOTE: Thes furm wax be seprsdue rd p
- ., . [ ]

e
o

sst-isderd thot copies mee exart reproduciions en ene sheet of batb gides of thix afficial form in accond. .

oSN G T T T,

AW NAT N




PART I

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

d si! other parties In intorest (as defined in 43 CFR 3100.0--5(b)) in this as-

A. ASSIGNEE CERTIFIES TUAT the sssignee an
signment are: ’

or any Stale or Territory thereol; or municipalities.
Of the sge of majority In the State where the lands to be assigned are located,

In compliance with the screnge limitation set forth In 43 CFR 3101.1-5 and 3101.2-4,

+ ASNIGNEE AGREES That, vpon approval of this transler of operating rights snd/or opersting sgreement (sublease) by the
suthotized oflicer of the Duresu of Land Management, he will be bound by the terms and conditions of the lease described
horeln ex to the interests covered by this assignment, including, but nol Hmited to, the obligation to eonduct all operations
on the lenschold in sccordance with the terms and conditions of tha leass, to condition sil walls for proper abandonmant, te
restore the lenaed Innds upon completion of any drilling operations sa prescribed in the lensge, and to furnlsh and mllnt;ln
such bond as may be required by the lessor pursusnt to the regulstions (43 CFR 3104.2).

- ITISUEREBY CERTIFIED That the sistemenis made herein nre true, complete, and correct to the best of undersigned’s
knowledge and belief and are made in good faith,

Execuled this day of . 19 *

P. 0. Rox 104268
{(Assignee's Addrass)

(Assignee’s Signature)

Doyle liartman

Midland, Texas 79702

. (City) {State) (Zip Code);

itde 18 U.S.C., Seclion 1001, makes i1 8 crime for sny person knowingly snd wiilfully to make to any de i
. . periment or sgency of h
ates say {alse, ficlllious, or (raudulent statements or reprasentations as to any msiter within its jurl:dicuen. . Y the United

IHSTRUCTIONS
USE OF FORM - Use only for sssignmenl of operating rights snd manually signed coples In the appropriste BLM office. A
(including uorking inferesis) in ol and gas lesses. I transfer $25.00 nonrelundable {iling fee must nccompsny this sesignment,
of opersting rights Is sccompenied by sn operaling sgreement, File sasignment within ninety (90) deys after date of finsl
a single copy of such sgreement mus/ be submitted with the execulion.

essignment. If more than one transier of opersting righis Is
mede out of » lesse, 8 separste Insirument of transfer Is
raquired for asch sesignment. A separaie instrument of aasign. 3. EFFECTIVE DATE OF ASSIGNMENT — The assignmant, If
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FILING AND NUMBSER OF COPIES ~ File thres (1) completed sasignment,
NOTICE

The Privacy Act of 1974 and the regulstion in 43 CFR 2.48(d)
provide thst you be furmished the following information in
conneclion with informalion required by this assignment and
csequest for approval.

AUTHORITY: 30 U.S.C. ot. seq. °

PRINCIPAL PURPOSE — The informsticon is (o be used to
process the assignment and request for approval,

ROUTINE USES:

(1) The edjudication of the sssignee’s rights lo the land or .
resources. . . .
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(3) Transfer to appropriste Feders! sgencies when concur-
rence is requited prior to granting e right in public
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{ STATE OF NEW MEXICO
~. LK.SRGY AND MINERALS DEPARTML.
OIL CONSERVATION DIVISION

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

CASE NO. 8668
Order No. R-8031

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

ORDER OF THE DIVISION

BY THE DIVISICN:

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

NOW, on this_27th day of September, 1985, the Division
Director, having considered the testimony, the record, and the
recommendations of the Examiner, and being fully advised in
the premises,

FINDS THAT:

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

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

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

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

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

HARTMAN EXHIBIT 12



Case No. 8668
Order No. R-8031

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

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

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

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

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

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

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

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

(13) Upon the failure of the operator of said pooled
unit to commence drilling of the well to which said unit is
dedicated on or before January 1, 1986, the order pooling

said unit should become null and void and of no effect what-
soever.

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

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

IT IS THEREFORE ORDERED THAT:

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

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

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

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

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

(3) After the effective date of this order and within
90 days prior to commencing said well, the operator shall
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furnish the Division and each known working interest owner

in the subject unlt an itemized schedule of estimated well
costs.

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

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

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

(7) The operator is hereby authorized to w1thhold the
following costs and charges from production:

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

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

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

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

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

(10) Any unsevered mineral interest shall be considered
a2 seven-eighths (7/8) working interest and a one-eighth (1/8)
royalty interest for the purpose of allocating costs and
charges under the terms of this order.

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

T o

be withheld from production attributable to royalty interests.

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

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

order shall thereafter be of no further effect.

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

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

STATE OF NEW MEXICO
OIL CONSERV 19N DIVISION

* . V’L/
R. L. STAMETS
Director
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DOYLE HARTMAN
Oil Operstor
800 N. MAIN
P.0. BOX 10428

MIDLAND, TEX AS 79702

(91S) 884-4011

cmmmn.—azmmvmrm
~ October 1, 1985

Mr. Howard Olsen , - : S
Post Office Bax 32279 - . -
Phoenix, gu:izona 85018 ..

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

Dear Mr. Olsen:

Please refer to our past correspcmdence relat:.ve to drilling the
above-captioned well.

As you are no doubt aware, we- have tried very hard to camply with the
changes in your position as to this proposed well.

On July 30, 1985, the date of our hearing before the New Mexico 0il
Conservation Division, Carol fram your office advised us by telephone
that you had decided you would farmout your interest. We then advised -
the NMOCD that we had your voluntary cooperation and wrote you a letter
setting out farnmout terms. Overthenextfewweekslnadeseveralcalls
to try to ascertain if the terms were acceptable.

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

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

fact that I had previously furnished Mr. Foraker various materials to

' convinceywofymrwnershipofthetractinSectionzs.

Since considerable time has- elapsed, we beheve this matter should be

_harﬂledasagreed

HARTMAN EXHIBIT 13
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Mr. Howard Ols -
October 1, 1985
Page 2 :

Please let us hear from you.

RS/mh

cc: Mr, James Foraker
1140 N. W. 63rd Street
Cklahoma C_ity, Oklahama 73116

Very truly yours,

DOYLE HARTMAN

B(—\-)e;'\ \’\:J-Ar(-w'l'—

- Ruth Sutton

Iandman

g
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2" DOYLE HARTMAN

Oil Operator
B0O0 N. MAIN
£.0. BOX 10426

MIDLAND, TEXAS 79702

(91S) 684-4011

mmpmmn@m
Octcber 4, 1985

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

Re: Carlson Federal lease

: SE/4 SE/4 Section-23 and
SE/4 NE/4 Section 26
T-25-S, R-37-E '
Lea County, New Mexico

Dear Mr. Olsen:

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

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

" Since we have proceeded in good faith with our operations on the Carlson

lease based on our understanding that a firm agreement had been reached
with you as outlined above, we ask that you immediately acknowledge that
we indeed have a previously. negotiated and agreed upon deal for Doyle
Hartman to purchase 1008 of your interest in the Carlson Federal lease
(SE/4 SE/4 Section 23 and SE/4 NE/4 Section 26, T-25-S, R-37-E, lea
County, New Mexico) with the consideration being Doyle Hartman's
Cashier's Check drawn by the RepublicBank/First National, Midland in the

HARTMAN EXHIBIT 14
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amount of $50,000.00. In the event we do not hear from you by Friday,
October 11, 1985 acknowledging the above, we will turn this matter over
to our attorney, Mr. Robert H. Strand for further action. .

Very truly yours,
Doy]:L:m\an
cc: Mr. Robert H. Strand _ '
"Atwood, Malone, Mann & Turner
- Post Office Drawer 700 . -
Roswell, New Mexico 88201 .

Mr. James Foraker
1140 N, W. 63rd Street
Oklahoma City, Oklahama 73116
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LAWYERS

JACH M, CAMPRECLL
BAVEE D. BLACK
NICHAZL B. CAMPBELL . .
wILLIAM P, CARR ) ) -
SRAOPORD C. BERAEC - :
" . BCOTY MALL
PCTER N, IVES
LOURDES A. MAATINEGE

HAND DELIVERED

R. L. Stamets, Director
0il Conservation Division
New Mexico Department of

' Energy and Minerals
State Land Office Building -
Santa re, New Mexico 87501

Dear Hr; Stamets:

WFC/cv
enclosures

| T-H (w/enciosuée)
Mr. Doyle Bartman

VO M0N0

October

Ve

William

y truly y

JEFFERSON PLACE
SUITE | = 110 NOATH BGUADALYPE
PO8Y OFFICE BOX 2208
SANTA PE. NEW MEXICO 87301
TCLEPHONE: (BOS) 988 24
TZLECOMLA: (808! 983-8043

29, 1985

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

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

S,

. Carr

H
'..-4

e

NOV 4 5 1985

L4 /54
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RECEIVED

. BEFORE THE -
OCT 29 1985

-

OIL CONSERVATION DIVISION

NEW MEXICO DEPARTMENT OF ENERGY AND uznéaﬂ&cgNSEBVAmu DIVISION
o8 ,

IN THE MATTER OF THE APPLICATION

OF DOYLE EARTMAN FOR COMPULSORY

POOLING, LEA COUNTY, NEW MEXICO. Case
- ) . : v °

-  APPLICATION

Comes now, DOYLE HARTMAN, by and through his ﬁndersigned
attorneys and, as provided by Section 70-2-17.'N.M.5.A. (1978),
hereby makes.application for an order pooling {11 of the mineral
interests from the surface to the base of tﬁe La;glie M;ttix
formation, in and under the SE/4 of NE/4 of Section 26, Township
25 South, Range 37 East, N.M.P.M., Lea County, New Mexico, and in
support thereof would show th; Division:

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

2. Applicant proposes to dedicate the abqve;referenced
pooled unit to a well to be drilled at a standard location in
s2id Section 26. _ ‘ ; |

3. Applicant has sought and obtained either voluntary
agreement for pooling or farmout from 211 ‘other interest owners
in the sg/l of NE/4.pf said Secticn 26, except for R. Howard
Olson, Post Office Box 32279, Phoenix, Arizona 85018, owner of a

25% vorking interest.
4. Said pooling of interests and well completion will

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

i



will protect correlative rights.-

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

- WHEREFORE, applicant prays that this appliceiion'be set for
hearing before a duly appointed Ex;;iner of the 0il Conservation
Division on November 21, 1985, and that after notice and hearing
as required by law, ihe Division enter its order pooling the

_lands, including provision; for applicant to recover-his costs of
drilling, equipping 2nd completing gke well, his costs of
supervision while drilling and after completion, including
overhead charges, and imposing 2 risk factor for the risk assumed
by the.applicant in drilling, completing and eguipping the well,
apbroving thé locati§n of the well as proposed by epplicznt, and
making such other 2nd further provisions 2s may be proper in the

prenises.

Respectfully subﬁittea,

cam>BELL & BLACK, P.A.

Williem! F. Carr

Post Office Box 2208

Santa Fe, New Mexico 87501
(505) 988-4421 :

ATTORNEYS FOR DOYLE EARTMAN
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CERTIFIED MAIL
IBTURN RECEIPT REQUBSTBD

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

Re: Case 8769: Application of Doyle Hartman for
Compulsory Pooling, Lea County, New Mexico.
Dear Mr. Olson:
. Bnclosed is a copy of the docket for the 0il Conservation

Division Examiner hearings scheduled for Thursday, November 21,

o'~ ~1985._  You have an 1nterest wvhich may be affected by the above-
g roterenced case.

_ : vzry truly yours ’

.t . ) . William !'. Carr -
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' STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION
STATE LAND OFPICE BLDG.

- SANTA TE, WEW MEXICO

21 NG%cubct 13!5
EXAMINER BEARING

LA T J
IN THE MATTER OF: )
Application of Doyle Hartman for CASE
compulsory pooling, lLea County, 8769

New Mexico.

BEFORE: Michael E. Stogner, Examiner

TRANSCRIPT OF HEARING

APPEARANCES

Por the Division: - Jeff Taylor

' Attorney at Law
Legal Counsel to the Division
Energy and Minerals Dept.
Santa Fe, lew ugxico 87501

Por the Applicant: Willam P, Carr
’ Attorney at lLaw
CAMPBELL & BLACK P. A.
P. O. Box 2208
Santa Fe, New Mexico 87501
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MR. STOGNER: The hearing will
come to order.

Call next Case Number 8769,
which 1is the application éf Doyle Hartman for compulsory
pooling, Lea County, New Mexico.

We will now call for appear-
ances.

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

MR. STOGNER: Are there any

other appearances?

Will all three witnesses please

stand and be sworn.
(Witnhesses sworn.)
WILLIAM P. AYCOCK,

being called as a witness and being cduly sworn upon his

oath, testified as follows, to-wit:

y
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DIRECT EXAMINATION
BY MR. CARR:

4

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

A william P. Aycock, Midland, Texas.

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

A By Doyle Hartman as a consulting petro-
leum engineer in connection with Case 8769, Docket 36-8S.

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

A I have,

Q Are you familiar with the application

filed in this case on behalf of Mr. Hartman?

A I am. ’

Q Are you familiar Qith the subject ac-
reage?

A I am,

MR. CARR: Are the witness'

qualifications acceptable?

MR, STOGNER: They are.

Q Mr. Aycock, will you briefly state what

Mr. Hartmah seeks in this case?

A Mr. Hartman seeks an order pooling all
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5
the mineral interest from the surface to the base of the
Langlie Mattix Pool underlyins the southeast quartsr north-
east quarter, which is Unit H, of Section 26, Township 25
South, Range 37 East, to form a standard 40-acre oil spacing
proraticn unit to be deé&cated to a well] to be drilled
therson. |

o] Bava vyou prepared certain exhibits for
introduction in this case? |

A I have.

c Would you pl=2ase rafer to what has been
marked for identification as EBartman Exhibit Number COCne,
identify this, and reviaw the information contained therecn?

A Exhibit Number One is an acreage owner-
ship plat that shows the acreage in guestion that is des-
cribed in the application. 1t shows the existing producing
well, the Doyle Hartman Carlson Federal No. 2, located 1980
feet from the north and 660 feet from the east lines of Sec-
tion 26, Township 25 South, Range 37 East, which is a Lang-
lie Mattix Pool producer that was tempcrarily abandoned in
January of 1973, and it shows the propcsed infill location,
the Doyle Hartman Carlson Fedsral No. 5, to be located 1750
feet from the north line and 930 feet from the east line of
Section 26, Township 25 South, Range 37 East, and also to be

completed in the Langlie Mattix Pool.

In addition, it shows the nearby produc-

|
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ing wells that aré conseguent to this application as well as
showihg.»the pre;exigting lease that was put on for the 40-
acre proration unit that camprises the southeast quarter of
the southeast quarter-of Section 23, that includes a similar
situation in thch ﬁhe origihal producer was the Doyle Hart-
man Carlscn Federal No. 3, 1located 660 feet from the south
and east lines of Section 23, Township 25 South, Range 37
East, in the Langlie Mattix Pool, and the infillo producer,
the Doyle Hartman Cariéon Federal -- Carlson No. 4, loccated
990 from the south and 990 from the east line of Section 23,
Township 25 South, Range 37 East, in the Langlie Mattix
Pool, and a great deal of the testimony and the information
that will be presented in today's case has previously been
presented in that case and that case was Case --

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

A Right.

MR. CARR: <-- presented on July
31st of this year, resulteéd in Order R-8031, which was en-
tered on September 27, 1985.

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

est owner being pooled in that case was Howard Olson, who is
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7
the same individual being pooled in this case pursuant ¢o
the terms of the identical lease arrangement.

MR, STCGNER: 1 will take aé-
ministrative note of Case Number 8658 and the subseguent Or-
der R-3031. !

»Q Mr. Aycock, would you raview thza iaforma-
tion on this exhibit as to the other wells in the immediaie
area, and here 1'd ask that you focus on the future recover-
ies that are estimated for these wells.

A I£f you will note that the originail =-- the

8666 case is important as it establishes a predicate for th

1]
i

rest of the information that will be presentsd here, andé you

will note that the necative raciprocal slope of the gragt

or
0
n

EXP/z a3 a function of cumulative gas production is 2.2

w

MHMCF per psi on the original well.

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

Thos2 procerties are, with the indicated
nature of reciprocal slope cof the BKP/z as a function cf
cumulative gas (not uncerstocéd) the Amerada Hess Ida Wimker-
ly No. 11, 1located 1980 feet from the south anéd 660 feet

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

y
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East, in the Langlie Mattix Pool, 1located northeast of the
current application, the reciprocated sign change slope of

.

the BHP/z as a function of cum gas data give us 12.73 MMCF
pef psi. |
| The nexg well toc the south 1is the --

which is a diagonal north offset to the -- diagonal north-
east c¢ffset to the section in which the application =-- for
which the application has been made, is the Amerada Hess Icda
Wimberly No. 13, 1located 330 feet from the south anéd 330
feet from the west line of Section 24, Tcwnship 25 South,
Pange 37 East, and the sign chance reciprccated slope of the
BHP/z as a function of cumulative gas graph is 16.16 MMCF
per psi.

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

The reason for the drilling of both the
Carlscn Federal 4 and the proposed Carlscon Federal ©WNo. 5,
which 15 the subject of this application, 4is because the
slopes of these curves and the fact that there is no produc-
tion on the 40-acre tract that is the subject of the current

application, there is no production and the well slope of

—
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the curves fcr the wells to the southeast, east, and north-
east of the subject tract indicats that there is substantial
reserves still in the Lénglie Mattix and, 1in fact, it is
being drained by the production fron these wells, that foras
the pradicate for the applgéation.

-Q Mr., Aycock, if the wells are not drilled
will the correlative rights of the interest owners in thossa
tracts te adversely affacted?

A They will be because the raservoir pres-
sure is low enough tahat unless timely develeopment ocgurs ths

reservoir pressure will be to the point that thers will b

no remaining reserves or their recovery wouléd be prolonged
or impossible, so that if it's not done rather exzeditious-
ly, thare's no sense in doing it at all,

(o] . Now 1'd like to direct your attention to
the pprior poocling case anéd the acreage in the southeast
guarter c¢f the southeast quarter of Section 23.

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

A It did.

c Do vou havs any idea what the prior pro-
duction from that well was?

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

As of May 1lst, 1985, the cumulative prec-
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duction for the Doyle Hartman Carlson Federal No. 3, which
is located 660 from the south and 660 from the east line of
Section 23, Township 25 S;uth. Range 37 East, was 1,496
MMCT, and it produced during the months of January througt
gril cf 1985 an average Broduction of 36 MCF of gas pex
day.

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

A Yes, he has.

Q And what kind of a well has he been able

+to make at that location?

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

Q Wculé you now refer toc what has been mar-
ked for identification as Hartman Exhikbit Number Two and
identify this and review it, please?

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

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

hibits. It shows that we have a small closure here that
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trends either almost due north/south or slightly
northwest/southeast on top of the Penrose Sand, and it shows
that the tract that is the subject of this application lies
near -the scuthwestern side of that area and approximately
125 fest above the origin;I gas/oil contact, which is 1lo-
cated te the west and the scuthwest.

In viewing this mep you need to be aware
that the potential development matrix in this area for the
langlie Mattix are twofold and both of these matters have
been dwelt on in detail in the transcript of the previous
hearing, and I will not impose upen the Examiner's time by
reciting those, but 1 would request that he take particular.
note of the testimony in the =-- in this previous case as ts
the risk factors.

They are water production due to water
injection into the gas reservoirs in the vicinity of the
gas/oil contact located to the west and southéest; and com=-
pletion problems with the lcw reservoir presssures in both
the subject z2cnes, these being the Penrose Sand and the
Cueen Sand. All of these prcblems were discussed at some
length in the previous case and there is also the possibil-
ity in some of the wells that were drilled to the San Andres
of having water flow, cross flow, up from the San Andres in-
to any of these 2zones if they were not properly cemented or

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

A As was aocumented in Case 8663 and was
approved by the Commission in the order, we recommend a 200
percent risk penalty for nonjoining parties.

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

A It does.

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

A Exhibit Three is cross section a-aA',
which is a north/south cross section, anéd if you will refer
to Exhibit Two you will notice that it passes through the
pre-existing well that's on the tract that is the subject of
this apgplication, and also includes both the pre-existing
and infill wells that were drilled on the southeast quarter
of the southeast quarter of Section 23 and were the subject
of Case 8668.

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

gas at attractive rates; and it shows that the Hartman Carl-

—_— e g
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son Federal No. 4, which was completed in September 2z{:th,
1985, through perforations between depths of 2946 and 3151
feet, had an initial flowing potential of 577 MCF per day,
althcugh it is located on the same proration unit with a
well that was p:oducing'-mfproduced during the £first four
months of 1985 at about 36 to 33 MCF per day, so this well
alcne illustrates that the hypothesis that there ars sub-
stantial remaining commercially recoverable gas reserves in
both ' the Penrose and Queen porticns of the Langlie Matti:
Pool within the area of this application can be documented.

The rest of the north/south cross section

simply serves to shcw that all the gas had been producad at

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

w

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

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

Q wWill you now refer to HKartman Exhibit
Number Four, your B-B' cross section, and discuss this fer
Mr. Stogner?

A Cross section B-B' is a northwest/south-
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east croés section that ties into Exhibit Three, cross sec-
tion a-A*', at the previ?us producer on the agplication
tract, that being the Docyle Kartman Carlson Federal No. 2,
located 1980 feet from the north and 660 feet frcm the east
line of Section 26, Townshi; 25 South, Range 37 East.

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

Exhibit Four will serve to document simi-
lar type information to what has been discussed for Exhibit
Three, and that is that all of the wells for which the Lan-
glie Mattix 2zones have been tested within the area have prc-
ven to ke productive of either gas cor oil, depending upon
the dates at which they were -- the wells to the northeast
were back in the thirties and one of them was completed for
a gGas well and another was completed for an 0il well, the
first two on the cross section. The next two were completed
as oil wells and the rest of them have been o0il and gas, but
you will f£find that basically in the area now that we're
talking about, gas is the remaining recoverable hvdrocarbon
product in both of the Langlie Mattix zones.

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

dic development of these Langlie Mattix zones in response to

§
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Q Would you now just briefly summarize tie
conclusions you've reached concerning tais proposal ba:zd on
your study of the immediate area?

A The prap;sed location is on the flark of
a small closure hat is contained¢ within a larger
north/south trend. The indications are that the pcrosity
andéd permeability of the zcnes are quits gocod when they're
properly stimulated, because tased upon the results that Mr.
Hartman has achieved a half a mile north on his Carlscn Fed-
eral 4, he is able to complete a new well that would make
577 MCF per cday on potential when it's lccated cn the same
4C-acre tract as a well that's producinc 36 MCF per day from
the same zones.

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

We know that the reservcir pressurs is
low, as we discussed, the shut-in wellhead pressure fcr the
existing Carlson Federal No. 2 of 164 psi, and as we delve
into at some length in the transcript of Case 8668, the pre-
sence of low reservoir pressures can lead to significant

risks in the drilling and completion of the wells.

u{
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S0 my conclusion is the following: That
there are commercially recoverable gas reserves remaining in
the Langlie Mattix Péol at the area of the application well;
that these reserves cannot be recovered withcut redevelop-
ment, based upon the experfénce a half a mile north with the
previous Case B8668; that I would anticipate the probability
that if a well is completed successfully in the Langlie Mat-
tix, it will be an attractive producer, but there are risk
factors associated with the production that have to do with
the mechanics of drilling and completing wells in low pres-
sure reservoirs and the fact that you cannot define exactly
where the water that has been injected will go within these
zones. 1t probably will not be at these locaticns but there
is a possibility that you could produce significant water.
And as a result of all this, I recommend

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

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

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

on the cross sections that are Exhibit Three and Exhibit
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Four.

The first cne that's presented is +he
Cities Service Dabbs No. 1, located in Unit B of Section
23. As you will recall, it was the first -- the 1lefthand
well on Exhibit -- on cross'section B-2', which was Exhibit
Four. |

You'll notice that prior to it being ccn-
verted to water injection as the lLanclie Mattix Cueen Unit
Nc. 31, and deepened, that there is an aprparent -~ starting
in 1953 there is an apparent reversal cf the established --
well, it's actually btefore that, there was -- tlere was a
trend c¢f lcw pressurss and then slowly, over the years it
bBuilt up until 195 -- we've gct a skip here -- ckay, the
first one's that available was in 1949; it's 528 psi, and
these are in reverse.orde: is the way you have to view them,
and the pressure did not decline very much and then it drop-
ped rather rapidly, and the last one that was available was
back in '69, and it was 128 psi at that time, and you can
review the rate/time curve and you will notice that there
is, since 1960, until it was -- until it ceased in 16563,
with the exception of 1964, it was -- it was a scmewhat er-
ratic but £fairly uniform rate/time curve and there is a
pretty well established BHP/z trend that's -- that would in-
dicate an extrapolated value of about somewhere in the

vicinity of 6.5 to 6.7 BCF original gas in place.
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The next one that's listed wculd b2 the
Cities Service Dabbs MNo. 2,- which is now the Mcbil Langlie
Mattix Queen Unit No..35, and it's located in Unit E cf Sec-
tion 23, and it's also been converted to water injectior.

~And sinc; it was an oil well, thera are
rno pressures available and -- but the gas production is
graphed from *'53 through °83, ané you'll notice a very grad-
ual, fairly recular decline in gas prcductivity as would be
anticipated.

The next well is the Carlson Fecderal No.
3, the El Paso Carlscn Federal No, 3, that is located in
Secticn 23, also, and that well has accumulated approximate-

ly 1.1 BCF of gas frcm initial time through June of 13

[wi]

3,
and is preducing at plus or minus 120 to 180 MCF per menth.

1t <does not show much decline on the
rate/time curve, and it shows a very gradual reciprccated
slope cf 4.3 MMCF per.psi on the BHP/z as a function cf cum
gas curve,

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

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

It's had an irregular but rather -- but
itr gyrates around approxi;ately a millicn cubic feet per
month and has since 1974, and as we previously stated, the
reciprocated sign changed glope of the BEP/z as a functicen
of cum gas, 2.15 MMCF per psi.

The next well would be the 1da Wimberly
No. 16, which we've previcusly discussed.

The 1da Wimkerly Nc. 15 is 1lccated in
Section 25, Township 35 South, Range 37 East, and it has
prcduced an accumulative preoduction ¢f 1.16 BCF as of July
lst, 1985, and is prcducing at atout 100 MCF per mcrnth; has
a well defined decline trend on the rate -- gas rate/time
and has a reciprocated sign change slope fo the BHP/z as a
function of cumulative gas gragh of 15.55 MMCF, indicating
that although the rates are low it is ineffectively draining
a large area.

The next well i5 the Amerada Hess 1Ida
Wimberly No. 14, 1located in Section 25, Township 25 South,
Range 37 East, in Unit G. It has accumulated approximately
600-million cubic feet of gas as of July lst, 1985, and is
producing at about 900 -- producing between 900 and 100G, a
million cubic feet per month, and the rate/time curve indi-
cates a very regular, with the exception of the year 1983,

it's been a very regular curve at about a million cubic feet
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a month average, and the graph of BHP/z as a function of
cumulative gas production yields a sign change reciprocated
slope of B.5 MMCF per psi, indicating once again thet al-
though it is declining at a low rate of decline, it is inef-
fectively draining a tar.he:’ large area.

The next well is the £1 Paso Natural Gas
Company Carlson "A"™ Federal No. 2, located in Unit M of Sec-
tion 25, Township 25 South, Range 37 East. It has accumu-
lated approximately 2.2 BCF of gas production as of July
1st, 1985, and was producing at abocut 3.2 million cubic f22%
per monthe.

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

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

The cunmnulative gas production is low. We
did not add it up. It's an erratic downward curve during
the time it was on production as far as the rate/time is
concerned and the BHP/z as a function of cumulative gas
curve has.a reciprocated sign change slope of only 3.98 MMCT

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

ngr
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area and was ineffectively draining it, as well.

The Terr? Carlson Federal No. 1 ope::.::
by Doyle Hartman is located in Unit C of Section 26, Town-
ship 25 South, Range 37 East, and has a cumulated since ini-
tial production approximate&y 2.9 BCF of gas and was procduc-
ing bLetween -- has produced as high as 4-million cubic feet
per month within the year pricr to July 1ls:t, 1985, and was
producing approximately an avérage of around 3.3-million
cubic feet per month; has a definite downward, defined down-
ward trend on the rate/time curve and there is no BHP/z dats
available to plot a -- to determine the slope of that curve.

The Santa Fe Energy Carison "B" 26 Nc. 4
is located in 26-1, 25 South, 37 East. It has accumulated
1.4 BCF of gas production as of July lst of 1985, It |is
producing at between 560 and 720 MCF per month with a very
slight downward trend to the rate/time curve andéd with a re-
ciprocated sign change slope of the BHP/z as a function of
cumulative gas curve of only 5.5 MMCF per psi, indicating
once again that it is not draining a very large area anéd is
not draining it very effectively.

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

A We are using the same AFE for this as we
did for Case 8668, which indicates the cost of a producing

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

A And that is with contingencies. with a
routine well with no ¢ontid§encies the drilling -- the com-
pleted cost would be $329,000.

o] And thése costs are in line with the
costs for other wells in the area?

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

Q Eave you made an estimate of the overhead

and administrative costs to be assessed while drilling this

well and also while -~

A Yes.
Q -- producing it?
A $550 per month while producing anéd $550¢C

per month while drilling.

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

A For Case 8663, yes, they were.

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

A I do.

Q. Mr. Aycock, does Mr. Hartman request to

be designated operator of the proposed unit and well?

[
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A . He does.

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

A I believe it would.

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

A Yes, we will.

MR. CARR: At this time, Mr.
Stogner, we would offer into evidence Kartman Exhibits One
through Five.

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

Q Mr. Aycock, when does Mr. Hartman plan to
€rill this well?

A As soon as possible. We'd like to com-
plete it before year end, if possible.

o} And therefore do we tequeét that the or-
der be expedited?

A We would appreciate it very much.

MR. CARR: 1 have nothing fur-
ther of Mr. Aycock.
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CROSS EXAMINATION
BY MR. STCGNER: |

»

Q ' Mr. ‘Aycock, on all the production sum-
maries you've given me here, it would be easy to say this
proposeZ2 well would be of%setting some pretty good produ-
cers, would it not?

A - Yes.

Q Has Hartman in the past Jjoined anybody
else 1in overhead chargss of $5500 while drilling and $550
while producing?

A I'm not aware that he has but the reason

he hasn't, there just never has been an occasion to do it.

C

(2

all the things he's been associated with for about four

ry

of the six years that I've been doing work for him, the only

ones that have been an exception to this have been deep
wells; have been Morrow or Atoka wells, and those were, you
know, that's -- that is five or six year old history.

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

participated in.

MR. STCGNER: I havz o further

questions of Mr. Aycock.

Is there anything further of

this witness?

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

excused.

MR. CARR: At this time 1°'¢d

call Miss Sutton.

ROTH SUTTON,
being called as a witness and being duly sworn upon her

oath, testified as follows, to-wit:

CIRECT EXARMINATION

BY MR. CARR:

Cc Will you state your full name and place
of residence?

A Ruth Sutton, Midland, Texas.

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

A By Doyle Hartman as a landman.

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

A Yes, I have.

o] Are you familiar with the application
filed in this case on behalf of Mr. Kartman?

A Yes.
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Q re you familiar with the subject ac-
reage?

A Yes.

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

G Miss Sutton, would you refer to what has
been marcked for identification as Hartman Exhibit Number
Six, identify this, and review it for Mr. Stogner?

A This 1is a packet of our correspondence
with Mr. Olscn, the other interest owner, btetween the dates
of January 24th ané Octcber 4th, '8S.

This acreacge in this lease is the same
Federal 1lease as that in our Case 8668, which we've talked
about earlier, and on July 30, the day before the hearing
for that case, Mr. Olson czlleé us and said he had cdecided
to farmout but subsequent to that, before we could send an
agreement, he decided to sell all of his interest to Mr.
Eartman and in this packet is a partial assignment and Bill
of Sale which was furnished tec Mr. Olson on September 20th,
'8S; however, we still don't have that signed back, which
is, of course, why we're here.

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

don't have much contact. That's why we had to go ahead with

S DS S R—
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our hearing, because we do have this well for our year-end
drilling plans and would like to €rill it in (not under-
stood) . ‘

Q And if an agreement is received back from
Mr. Olscn you would immedia;ely advise the Division that the
pooling order --

A Yes, sir.

Q -- was unnecessary.

In your opinion has Mr. Hartman

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

joinder in this well?
A Yes.

c Could you identify what has been marked

as Hartman's Exhibit Numter Seven, please?

A This is a letter dated November 11 noti-

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

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

A Yes.

o] Were Exhibits Six and Seven either pre-

pared by you or compiled under your direction and supervi-

sion?

A Yes.
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MR. CARR: At this time, Mr.,

Stogner, we would offer into evidence Hartman Exhibits Six

[

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

MR. CARR: And I have no fur-

ther questions of Miss Sutton.

MR. STOGNER: Are there any
questicns of this witness?
1f not, she may be excused.

MR. CARR: At this time I call

Bob Strand.

ROBERT H. STRAND,
being called as a witness ané being duly sworn upon his

oath, testified as follows, to-wit:

DIRECT EXAMINATION
EY MR. CARR:

o Will you state your full name and place
of residence?

A Robert H. Strand, Roswell, New Mexico.

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

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

SN R

o

i
'
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Malone, Mann, and Turner in Roswell.

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

A Yes, I am.

c What héze you been asked to do for Mr,

Hartman in regard to this case?

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

various other instruments relating to tha lands involvad.

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

filed in this case on behalf of Mr. Hartman?

A Yes, 1 am.

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

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

son.

Q Would you identify what has been marked
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as Hartman Exhibit Number Six and explain to Mr. Stogner why
this dccument has been included in this -- in the exhibits

presented in this case?

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

At that -~ subsequent to that purchase
and to the drilling of the prior well, there was some gues-
tion raised as to what operating agreement, if any, was ef-
fective as to these lands. This particular contract, cesig-
nated as a drilling contract, being Exhibit Number Six, was

provided tc Mr. Hartman from Sun's files.

Cc : That's Exhibit Number Eight.

A Number Eight.

Q Yes.

A Prom Sun Exploration and P:pduction Com-

pany's files with some indication from them tﬁat they felt
that this was the operating agreement, as such, covering
these lands.

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

no formal operating agreement of any type covering these

lands.
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Q And so the way

absent a new agreement with Mr. Ol

pooling order. ‘
A Yes.

'MR. C

Stognar, I would move the admission

which is a copy of the drilling ¢

Strand testified.

MR. S§

Eight will be admitted into evidenc

MR. C

ther questions of this witness.

CROSS EXAMINAT
BY MR. STOGNER:

Q Mr. Strand, when

31
to bring this acreage in,

son, is to come seeking a

ARR: At this time, Mr.
of Exhibit Number Eight,
ontract abou%t which Mr.
TOGNER: Exhibit Number
e.

ARR: And I have no fur-

ION

did this document become

in effect?

A Mr. Stogner, I don't believe it ever was

effective. It does not cover the 1

Q Okay. I have no
Strand -- I mean no further guestio
MR. S

other guestions of this witness?
| MR. C

questions of this witness.

ands involved.

further witnesses of Mr.
ns of Mr. Strand.
TOGNER: Are there any

ARR: I have no further

L
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MR. STOGNER: If not.Ahe may be
excused.

Anything further in Case 87632

MR. CARR: Mr. Stogner, I hava
a proposed order to offer and would raquest that vou expe-
dite the order in this case as soon as possible.

MR. STOGNER: Thank you, Mr.

Carr.

MR. CARR: And I have nothing

further in this case.

MR. STOGNER: Does anybody els=a
have anything further in 87692

1f not, this case will b2 taken

under advisement.

{(Jearincg concluded.)
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CERTIFICATE

I, SALLY W, BOYD, C.S.R., DO HEREBY
CERTIFY that the foregoingtrranscript of Hearing beforz the
Oil Conservation Division (Commission) was reported by me;
that the said transcript is a full, true, and correct record

of the hearing, prepared by me to the best of my ability.
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*~ CONSIDERING:

_ APPLICATION OF DOYLE HARTMAN FOR
- COMPULSORY POOLING, LEA COUNTY,
| MEW MEXICO . - -

" BY THE DIVISION:

. CONAR | TTILIT I oI w=o

A

OIL CONSERVATION DIVESION _ ...

.. IN THE MATTER OF THE HEARING
- CALLED BY THE OIL CONSERVATION

DIVISION FOR THE JURPOSE OF

CASE NO. 8769
Order No. R-8091

ORDER OF THE DIVISION =

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

Nnow, on this 6th day of December, 1985, the Division
Director, having considered the testimony, the .record, ard the

recommendations of the Examiner, and being fully advised in the

premises,
- FINDS THAT:

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

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

(3) The applicant has the right to érill and proposes to

drill a well at a standard oil well location thereon.

(4) There are interest owners in the proposed proration

"unit who have not agreed to pool thfir interests.

(5) To avoid the drilling of unnecessary wells, to

. protect correlative rights, to avoid waste, and to afford to

the owner of each interest in said unit the opportunity to

- recover or receive without unnecessary expense his just and
. fair share of the oil in any pool completion resulting from

this order, the subject application should be approved by
- . (=g )
r - T
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o DEC 4 4 1985
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Case No. 8769 i.i: . (i
Order No. 8091 '

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

; :
(6) The apglicant should be designated the cperator of
the subject well and unit.

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

(8) Any non-consenting working interest owner who does
not pay his share of estimated well costs shoulé have withheld

from production his share of the reasonable well costs plus an

additional 200 percent thereof as a reasonable charge for the
risk involved in the drilling of the well.

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

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

(11) At the time of the hearing the applicant proposed
that the reasonable monthly fixed charges for supervision while
drilling and producing should be $5500.00 and $550.00,
respectively, based on Division Order No. R-8031, dated

_September 27, 1985, which authorized these charges as

*reasonable monthly fixed charges".

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

(13) $4800.00 per month .while drilling and $480.00 per

month while producing should be fixed as reasonable charges for

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

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

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

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

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

IT IS THEREFORE ORDERED THAT:

(1) 2All mineral interests, whatever they may be, from the
surface to the base of the Langlie-Mattix Pool underlying the
SE/4 NE/4 (Unit H) of Section 26, Township 25 South, Range 37
East, NMPM, Lea County, New Mexico, are herebyv pooled to form a
standard 40-acre oil spacing and proration unit to be éedicated
to a2 well to be drilled at: a standard oil well location
thereon.

PROVIDED HOWEVER THAT, the operator of said unit shall
commence the arilling of s sald well on or before the first day
of February, 1986, and shall thereafter continue the drilling
of said well with duve diligence to 2 depth sufficient to test
the Langlie-Mattix Pool;

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

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

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

(4) Within 30 days from the date the schedule of
estimated well costs is furnished to him, any non-consenting
working interest owner shall have the right to pay his share of
estimated well costs to the operator in lieu of paying his
share of reasonable well costs out of production, and any such

~owner who pays his share of estimated well costs as provided

above shall remain liable for operating costs but shall not ke
liable for risk charges. -

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

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

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

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

(B) As a charge for the risk involved in the
drilling of the well, 200 percent of the
pro rata share of reasonable well costs
attributable to each non-consenting
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working interest owner who has not paid

his share of estimated well costs within

30 days from the date the schedule of
. esfimated well costs is furnished to him.

(8) The ope}ator shall Qdistribute said costs and
charges withheld from production to the parties who
advanced ;pe well costs.

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

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

(11) Any well costs or charges which are to be paid

- out of productlon shall be withheld only from the working

interest's share of production, and no costs or charges
shall be withheld from production attrlbutable to royalty
interests.

(J2) All proceeds from production from the subject
well which are not disbursed for any reason shall -
immediately be placed in escrow in Lea County, New Mexlco,
to be paid to the true owner thereof upon demand and proof
of ownership; the operator shall notify the Division of the
name and address of said escrow agent within 30 cdays from
the date of first deposit with said escrow agent.

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

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

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

STATE OF NEW MEXICO

’ "0 CONSERVATION DIVISION
. ‘ [ ‘41u/$ :

"R. L. STAMETS,
Director

SEAL



e DOYLE HARTMAN
’ Oll Operator

00 N, MAIN
.0. BOX 10428

MIDLAND, TEXAS 79702

L

(915) 684-4011

Janvary 6, 1986

CERTIFIED

Mr. R. Howard Olsen
Post Office Box 32279

" Phoenix, Arizona 85018

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

Dear Mr. Olsen:

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

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

ﬂhea:tpulsorypoohngorderhasbeengranted,theCarlsonFederalNo 5
has been drilled, and we are extremely anxious to finalize the purchase
byDoyleHartmanof 100% of your interest in the Carlson lease.

Please let us know how you would like to close this purchase so that we
canmkeallthefmlamngenents. -

Thank you for your prampt attention to this matter.
Very truly yours,

DOYLE HARIMAN
P L‘/\ TT —
e . 'e ”IA.)
Ruth Sutton
- Landman

RS/dr
- HARTMAN EXHIBIT 22



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

Cc: Mr. Robert H. Strand
Atwood, Malone, Mann & Turmer
Post Office Drawer 700
Roswell, New Mexico 88201 .

5".;:"
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DOYLE HARTMAN
a‘ﬂptnm
800 N. MAIN
#.0. BOX 10480
MIDLAND, TEXAS 78702

t918) 884-401

Apxil 17, 1986

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

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

Bven though it is inconprehansible to me that any of you would bé satisfied
with E1 Paso's present actions to shut-in these wells and their unworkable
offer to allow you to sell the production for a substantially reduced price
based on their presumption of market on & month~to-month basis, there may
nevertheless be certain of you who &0 not desire to participate in and pay
your prorata coets of this litigation. Therefore, we are asking each of our
working interest participants to officially indicate their commitment to
aither share in the aforementioned expected costs of this litigation and the
anticipated benefits to emanate therefram, or to not share therein. In any
event, we contime to give you notice that we believe it is not in your best
‘interest to sign any new documants at this time with El Paso or participate
in any of their “warket sensitive" sales programs. We thank you for your
continued cooperation and support.



Working Interest Fr ‘icipants
April 17, 1986

Puge 2
Please indjcate your preference in this matter below and zetund it to us in

writing by April 24, 1986, If we Qo 10t receive your written reply by April
24, 1986, we will assume, for whatever reason, you do not wish to ghare in

this act:on.

Very truly yours,

R/ax
Plcase check below:

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

.—~—J3 S0 not wish to ghare in-this-actien-against-El-Raso-Nutural Gas ~
~— Company.- -fNo)—

James A. Davidson
Nare (print or type)

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

MARILYN L. YATES
MICHAEL R. MITCHELL
J.A. DAVIDSON, TRUSTEE

RETURN THIS CO

MRS. C.W. DUNNAM, individually & independént executrix
of the ESTATE of C.W. DUNNAM TO: DOYLE HARTMAN

\ : MIDLAND, TX 797

4/18/86
Pate Ignature




DOYLE HARTMAN
OF Operator

S00 N, MAIN
P.O. BOX 19438

MIDLAND. TEXAS 78702

t919) 8844011
April 17, 1986

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

W know from conversations with a rumber of our working interest partners
that they wish to te in the benefits expected to emanate fram this
litigation and will pay their prorata portion of the costs of this action.
%e will bill these costs to our working interest participants momthly as
incarred, based upon the weighted average that each owner's working interest
pexrcentage for each of his Doyle Hartman operated wells bears to the total
for all such lasuit wells operated by Doyle Hartman. :

is incamprehensible to me that any of you would be satisfied
present actions to shut-in these wells and thoir unworkabla
offer to allow you to sell the production for a substantially reduced price
based on their presumption of market on a month-to-month basis, there may

nevertheless be certain of you who do not desire to participate in and pay

wozking interest 'grt.{cxpants to officially indicate their commitment to
either share in aforementioned expected costs of this litigation and the

i ted benefits to emanate tharefrom, or to not share therein. In any
event, we continue ¢o give you notice that we believe it is not in your best
interest to sign any new documents at this time with El Paso or participate
in any of their "market sensitive” sales programs. We thank you for your
contimed cocperation and support.



* Mpril 17, 1986
Poge 2 . -
Please indicate your preference in this matter below and return it to us in
writing by April 24, 1986, If we do not receive your written reply by April
::,i 1986, we will assume, for whatever reason, you do not wish to share in
s action.

. Very truly yours,

DOYIE
Randy wood
Chicf ial Officer

R/ar
Please check below:

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

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

Name (print or type)

Date “Bignature

RETURN THIS CO}

TO: DOYLE HARTMAN
BOX 10426
MIDLAND, TX Y87V



HDRI\ING !NTEREST OQUMHERY

AMR ENERGY CORFORATLOI BETTY AD. A3
1%00 FIDELITY UNION TOWER 7107 S. HULISON CIRCLE
DALLAS, TEXAS 75201 LITTLETON, COLORADO 80122
ALPHA TWONTY ONE CORFPORATION AMEKADA HESS CORFORATION
200 WEST JLLINOIS, SUITE 200 OPERATIONS MANABGER
MIDLAND, YEXAS 79701 F.0. BOX 2046
) TULSA, OKLAHOMA 74102
AMOCD FPRODUCTION COMPANY . MILDRED ANDERSON
ATTN: JOINT INTEREST GROUF 63 MID AMERICAN BUILDING
P.0. BOX 591 MIDLAND, TEXAS 79701
TULBA, DKLAHOMA 74102
ARLENE B. ANTHONY ARCD OIL AND GAS CO.
721 CHATHAM ROAD . . F. O, BOX 1610
GL.LENVILLE, ILLINOIS 60025 . MIDLAND, TEXAS 79702
ARCO DIL AND GAS COMPANY CATHIE AUVENSHINE
P.0. BOX 85083 .0, BOX 33200-296
DALLAS, TEXAS 75285 : AUSTIN, TEXAS 78764
WILLIAM F. AYCOCK WARREN D'e BARTON
ATTNS WILL O’ERIEN HCR78 EDX 118 . .
P.0., BOX 3148 BANTA ANNA, TEXAS 74878-940%
MIDLAND, TEXAS 79702 - -
ROY G. BARTON BASS ENTERPRISES FROD. CO.
P.0., BOX 978 FIRST CITY BANK TOWER ’
HOBBS, NEW MEXICD 88240 . 201 MAIN BTREET
. FORT WORTH, TEXAS 76102
. THELMA BAUERDORF . THELMA BAUERDORF ANI' CONSTANCE
AFT. 11B _ B. CARTWRIGHT, TTE U/W GEORGE
9500 WILSHIRE BOULEVARD . Fe BAUERDORF
BEVERLY KILLS, CA. ©0212 $343 WILSHIRE BLVD., SUITE 211
BEVERLY HILLS, CA. 90210
BGERALD BELL _ - 0. H. BERRY )
©149 RAEFORD . 188 ONE MARIENFELD PLACE
DALLAS, TEXAS 75243 MIDLAND, TEXAS 79701
WILLIAM T. BERRY : He M. BETTIS, INC.
P.0. BOX 3774 F.O0. BOX 1240
MIDLAND, TEXAS 79701 GRAHAM, TEXAS 74044
ROBERT F. BLINN W. T. BOYLE & WIFE LOYCE BOYLE
P.0. BOX 226 - BOX 37
NORFOLK, NEDRASKA 68701 BRAHAM, TEXAS 76046
H. Re BRIGHT MERCANTILE S8AFE DEPOSIT &
235 STEMMONS BUILDING TRUST CO., ET AL, TRUSTEES U/D
DALLAS, TEXAS 75207 DONALDSON BROWN &/C 1

16 W« MADISON STREET
PALTIMORE, MARYLAND 21201

MERCANTILE SAFE DEFOSIT & : JAMES E. BURR
TRUST €D., ET AL, TRUSTEES U/D 2502 EMERSON DRIVE
DONALDGON BROWN A/C 2 MIDLAND, TEXAS 7970%

14 W. MANTSON ETREET



CENTURION OIL & BGAS COL. %6
DRAWER 792
MIDLAND, TEXAS 79702

DOUGLAS H, CHRISTENSEN
P.0. BOX 3790
MIDLAND, TEXAS 79702

PAULINE CHRISTHAS

X JAMES R. LEETON, SR.
404 ENERGY SQAURE BLDG.
MIDLAND, TEXAS 79701

_ CITIES SERVICE DIL & BGAS CORP.
F.0. BOX 85541
DALLAS, TEXAS 752685 .

DONALD C. CONDIE
$583 GOLF COURSE DR.
MORRISON, COLORADO 80465

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

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

THOMAS R. CONE
P.0. BOX 778
JAY OKLAHOMA 74344

HUGH CORRIGAN IIT
P O BOX, 3368
VERD BEACH, FLORIDA 32964

P. EDWARD CORRIBGAN
P O BOX 76
MIDLAND, TEXAS 7?9702

MARION CULBERTSON, TRUSTEE
ATTN: MR. CHUCK WALLACE
FP. 0. BOX 50250

MIDLAND, TEXAS 79710

JAMES A. DAVIDSON
P O BOX A%4
MIDLAND, TEXA8 79702

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

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

F.0. DRAWER 2788
MIDLAND, TEXAS 79702

MAX He CHRISTENSEN
F.0. BOX 3790
MIDLAND, TEXAS 79702

CITIES SERVICE OIL & BAS CORP.
ATTNS WILLIAM ESTEF

F.0. BOX 3708

TULSA, OKLAHOMA 74102

MAX COLL, 12
EOX EE
SANTA FE, NEW MEXICO 67502

LOUELLA J. CONDIE
%83 8, GOLF COURSE DRIVE
MORRISON, COLORAIC B8046%

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

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

JIMMIE T. COOFER
P D BOX &5
MONUMENT, NEW MEXICO BB24S

HUGH CORRIGAN IV
U520 DRANE DRIVE
DALLAS, TEXAS 7520?

E+A, CULBERTSON MGT TRUST
ATTNI CHUCK WALLACE

F.O. BOX J02%0 .
MIDLAND, TEXAS 79710

DALPORT OIL CORFORATION
3471 FIRGET NATIONAL EANK BLDG.
DALLAS, TEXAS 75202

JeA« DAVIDSON, TRUSTEE
UNDER T/A DATED 3/15/82
8201 N. MIDKIFF
MIDLAND, TEXAS 79705

JOHN Fe DIFADLO
P.0s BOX 342
ROSWELL , NEW MEXICO BGB201

€. W. DUNNAM
2T02 COUNTRY CLUEB ROAD
MIDLAND, TEXAS 79701



.BETEY ANNE DWYER
€10 BADILE CLUB DRIVE
MIDLAND, TEXAS 79702

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

JACK FLETCHER
P+.0. DRAWCR 10R87
MIDLAND, TEXAS 79702

KENNETH A+ FREEMAN -
4402 W. INDUSTRIAL
MIDLAND, TEXAEB 79701

GIEER CORPORATION
P.0, BOX 10368
MIDLAND, TEXAS 79702

FRED G. BGOODMAN
P O BOX 4932
MIDLAND, TEXAE 79701

JAMES E. GRAY
306 € BENTWOOD
MIDLAND, TEXAS 79703

B. 0. GREENWADE, JR.
P O BOX 1479
ROGWELL, NEW MEXICO 88201

HCW EXPLORATION, INC., AGENT
F.0. BOX 103585
MIDLAND, TEXAS 79702

D¢ L+ HANNIFIN
F O BOX 182
ROSWELL, NEW MEXICO 88201

ROBERT He HANNIFIN
P O BOX 218 -
MIDLAND, TEXAB 79701 i

DOYLE HARTMAN
P.0. BOX 10426.
MIDLAND, TEXAS 79702

PAMELA D. HARTMAN
F. O, BOX 3401
MIDLAND, TEXAS 79701

Walew & ¥ o - -

ATTENTION? GAS SALES
F.0. BOX 1492
El. PAS0O, TEXAS 79978

EXXDH COMFANY, USA

615 W« MISSOLRI

F«O. BOX 1600

MIDLAND, TEXAS

ATTNS JOINT OFERATIONS 79701

MARIE FLETCHER
F.0. BOX U810
HOERBS, NEW MEXICD 88241-5810

FRONTYER FUELS, INC.
ATTN: #MS. CARDL STAHL
1600 BROADUWAY, SUITE 10%0
DENVER, COLORADD 80202

MARY IRIS BOLQSTON CORP .
FP.0. BOX 2256
HOUSTON, TEXAS 7027

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

6. W, GREEN
317 HEF BUILDING
MIDLAND, TEXAS 79701

GULF OIL EXPLORATION AND
FRODUCTION COMPANY

¥ CHEVRON U.S.A0
INC.-BEC. 731U ATTN.QNITA
F. D, BOX J

CONCORID, CALIFORNIA 94524

HANESCO, INC, - .
P O ROX 182
ROSWELL, NEW MEXICD 88201

FPATRICK Je¢ HANNIFIN
1525 15T STREET, APT. 8-207
CORONADO, CALIFORNIA 92118

ALVAREEN O. HARTMAN .
P O BOX 3401
MIDLAND, TEXAS 79701

GEORBE N. HARTMAN
P O BOX 14352
MIDLAND, TEXAS 79701

ROPERT L. WATTERS, ABGENT FOR
MARIA D, HEATER

1311 LAMAR-SUITE 1570
HOUSTON, TEXAS 77010-3028



MICHELLE HCMBREE
P.0. BOX 10426
MIDLAND, TEXAE 79702

JOHN H, HENDRIX CORFORATION
8525 MIDLAND TOWER
MIDLAND, TEXAB 79701

HIGHLAND PRODUCTION COMFANY
F O BOX 6326
ODESBA, TEXAS 79742

HOLTON CORPORATION
C/70 8., He JEWELL
3000 ONE SHELL FLAZA
HOUSTON, TEXAS 77002

THE HOME-BTAKE OIL & GAS CO.
2800 FIRST NATIONAL TOWER
1S EAST FIFTH STREET :
TULSA, OKLAHOMA 74103

JOE HUGD -
P.0. BOX 1073
FENEDALE, WYOMING 82941

INTERFIRST BANK FORT WORTH
FORT WORTH TRUSTEE

P.0. BOX 2546 TRUST 1311
FORT WORTH, TEXAS 76113

KATHLEEN IRWIN, DAN W. IRWIN,
AND KATHLEEN IRWIN S8CHUSTER
CO-INDEPENDENT EXECUTORS OF
THE ESTATE OF WALLACE W. IRWIN
P.0O. BOX 1071

MIDLAND, TEXAB8 79702

LAVADA 8. JACKSON
3404 BALCONES DRIVE
AUSTIN, TEXAS 78731

DON JONES
2000 GULF .
MIDLAND, TEXAS 79701 N

CONSTANCE E. KERN
C/0 KERN COMPANY
3005 N. BIG BPRING
MIDLAND, TEXAS 79703

HUGH B. GILMOUR &

KAYE M. ISAACS

A8 CO-TRUGTEES OF THE KKSC
TRUST

2475 EAST LONG LANE

 emem 4 e am - 4 6 S

FPATRICIA + HENDERSON
2805 MOSS
MIDLAND, TEXAS 79705

NANCY ZOE GOLI'STON HERFPIN
C/0 GOLDSTON OIL CORFORATION
F.0. BOX 37408

HOUSTON, TEXAS 77237

CHUCK HOLMSTROM
F. O, BOX 3312
MIDLAND, TEXAS 79702

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

TULSA, OKLAHOMA 74103

JERRY L. HOOPER
P, 0. BOX 2126
ROSWELL, NEW MEXICO 88201

INEXCO OIL COMPANY
REPUBLIC BANK CENTER
SUITE 2100

700 LOUISIANA
HOUSTON, TEXAS 77002

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

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

BRYAN E. JONES

SUITE 507

BUILDING OF THE SOUTHWEST
MIDLAND, TEXAS8 79701-35000

We D. KENNEDY
SUITE 1225

TWO FIRST CITY CENTER
MIDLAND,TEXAS 79701

WILLIAM B+ KERN

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

MICHAEL L. KLEIN

ONE FIRST CITY CENTER
SUITE 1230

MIDLAND, TEXAS 79701



DR+ AL 8. LANGFORD
702 SORREL LANE
MIDLAND, TEXAS 79705

ROBERT W. LANSFORD

606 ABD .
HOBBS, NEW MEXICD 83240

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

"JAMES E. LODAN DIL CORFORATION

401 W. TEXAS AVE.

SUITE 507
MIDLAND, TEXAS 79701

JANET ANNE LUPIA
1404 CHESTERTON IRIVE
RICHARDSON, TEXAE 75080

CULVER HALL LYONS
S306 WESTGROVE
DALLAS, TEXAS 75248

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

C. M. MARTIN, JR.
P O BOX 1675
ROSWELL, NEW MEXICO 88201

MAYFIELD CORPORATION
P.0. POX 22548
HOUSTON, TEXA8 77027

WILLIAM MCCORMICK
2905 8AN PABLO, N.E.

ALBUGUERQUE , NEW MEXICO 87110

MICHAEL J. MEYER
3705 TRIDENS TRAIL
SAN ANGELO, TX 746904 -

MIKE MITCHELL
6205 PULPIT ROCK DRIVE
COLORADO SPRINGS, CO. ©0907

GEORGE M. MOFFITT, JR.
RORERTS ROAD & BETHEL LANE
BRYN MAWR, PENNSYLUANIA 19010

WY 5y % -

250 PAKK SHORE DRIVE
NAFLES, FLORIDA 33940

LARUE & MUNCY
P.0.BOX A70
ARTESIA, NEW MEXICO 88210

GARY LEASCHER
P« O, BOX 3734
MIDLANLD, TEXAS T9701

Fe Do LORTSCHER
1304 ROSSMOORE TOWER 1
LAGUNA HILLS, CALIFORNIA 92653

LYONS, HILLIARD & WATSON, INC.
SUITE 1400

BECK BUILDING

SHREVEFORT, LOUISIANA 71101

JOHN De & CATHERINE MACARTHUR
FOUNDATION

140 SOUTH DEARBORN AVE.

SUITE 100

CHICAGO, ILLINOIS 60403

MARALO, INC.
Pe. O, BOX 832
MIDLAND, TEXAS 79702

JOHN &. MAXSON & STARTEX,
A PARTNERSHIP

68730 KING GEORGE DRIVE
SUITE 121

DALLAS, TEXAS 75239

STEVEN J. MCCORMiCK
7011 DEL OSO COURT N.E.
ALBUGUERGUE, NEW MEXICO 87109

WILLIAM Jo & KATHRYN MCCORMICK

2905 8AN FPARLO, NJ.E.
ALBUQUERQUE, NEW MEXICO 87110

PIERCE MILLER
£, O. BOX 3632
BAN ANGELD, TEXAS 76901

MOBIL PRODUCING TEXAS & N.M,

ATTN JOINT INTEREST ACCOUNTING

P.0O. BOX 633
MIDLAND, TEXAS 79702 79702

EUGENE R+ MONROE
P O+ BOX HAST
MIDLAND, TEXAS 79704
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HeBe: FURLA, TRUSTEE

HWILL OF DELORES MOOERS DECD
2007 TEY.AS AMERICAN BANK BLIG,
FORT WORTH, TEXAS 746102 -

LARRY A. NERMYR
2430 WHITMIRE BLUD. AFT. €9E
MIDLAND, . TEXAS 79705

R. HOWARD OLSEN
P.0. BOX 32279
PHOENIX, ARIZONA 85016

PARTS PLACE, INC.
2020 EAST 42ND BTREET .
ODEBSA, TEXAS 79762

PEDESTAL OIL COMPANY, INC.
P. O, BOX 1522
OKLAHDMA CITY, OKLAHOMA 73101

BILL PERKINS

C/70 APACHE BERVICES
P. 0. BOX 3347
ODES8A, TEXAS 79760

CARL. R. PFLUGER
POBOXS
EDEN, TEXAS 76837

PINTO EXPLORATION COMPANY

X RICHARD W. 8STUMP

402 MESTERN UNITED LIFE BLDG
MIDLAND, TEXAS 79701

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

We N. = NELSON ~ REES
P 0 BOX 6326
ODESSA, TEXAB 79762

S8ANTA FE ENERGY COMPANY
ATTN: PRODN MOR — HUGH BOYT
$00 W. ILLINOIS

MIDLAND, TEXAS 79701

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

BILL 0. SIMMONS
Pe. O. BOX 2323
MIDLAND, TEXAS 79702

205 MAIN BTREET
MIDLAND, TEXAS 79701

RALFH NIX
P O EOX 617
ARTESIA, NEW MEXICO BB210

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

RRUCE PEARSON
P O BOX 1461
MIDLAND, TEXAS 79702

FENNZOIL COMPANY .
ATTN? BRENDA LINDSAY

' P.D. DRAWER 1628

MIDLAND, TEXAS 79702

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

TOMMY PHIFFS
F.D. BOX 11090
MIDLANL, TEXAS 79702

ELIZABETH A. PITTS
271% WESTUWIND
LLAS CRUCES, NEW MEXICO 88600%S

RUSSELL J. RAMSLANID
Fe Do BOX 10503 .. -
MIDLAND, TEXAS 79702

Je CECIL RHODES
388 ONE MARIENFELD PLACE
MIDLAND, TEXAS 79701

He G. SCHIFF

CAPITAL BANK BUILDING
SUITE 1001

S307E. MOCKINGEBIRD LANE
DALLAS, TEXAS 75206

MARGARET T. SHERRILL
313 JEMEZ .
HOPRS, NEW MEXICO 88240

S8KECO, A PARTNERSHIF
ATTN W. A. BKEES

F. O. BOX 10826
MIDLANID, TEXAS 79702
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W. A. BKEES
F O BOX 10928
MIDLAND, TEXAS 79702

A. WALTER SOCOLOW

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

$60 MADISON AVENUE

NEW YORK, NEW YORK 10021-5000

SOHID PETROLEUM COMPANY
ATTN: ¥R, J. A. DEWMIRET
THO LINCOLN CENTRE

15420 LBJ FREEWAY

SUITE 1000/LEB3

DALLAS, TEXAS TT240

JOUN J. STOXKES
P.0. BOX 629
BAN MARCDS, TEXAS 78444

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

SPCNCER B. S8TREET, JR. AND
WIFE CAROLE G. STREET

POX 2048

BRAHAM, TEXAB 740446

SUN FRODUCTION COMPANY
ATTENTION DARYLL ALLPORT
P.0. BOX 2880

DALLAS, TEXAS 78221

HARDLD BWAIN
P.0 BOX 267 _
JAL, NEW MEXICO 88252

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

TEXACO FRODUCING INC.
P.0. BOX 3109
MIDLAND, TEXAS

ATTENTIONS MARY OLLISON 79702

E. DEAN
P O BOX 232
DENISON, TEXAS-TS020

HARRY L. TODD, JR.
14017 TANGLEWOOD CIRCLE
DALLASB, TEXAE 75234

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

DANIEL J. 80COLOW
FRESIDENT :
AMERICAN COLLEGE IN FARIS
31 AVENUE EOSQUET

w007 FARIS, FRANCE 5000

A« D. BOLBEERRY
F 0 BOX 801
ROSWELL , NEW MEXICO 88201

NORMAN Dl. BTOVALL, JR. & WIFE

ELEANOR Fo BTOVALL
F.0., BOX 10 -
GRAHAM, TEXAS 74044

STRANCO, LTD.
F.0. BOX 2941
ROSWELL, NEW MEXICO 88201

SUN FRODUCTION COMFANY
F+« O, BOX 84438
DALLAS, TEXAS 75284

RUTH SUTTON
2826 MOSS |
MIDLAND, TEXAS 79701

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

TENNECO DIL E & P
SOUTHWESTERN DIVISION
FP.0. BOX 2511
HOUSTON, TEXAS 7?7001

GEORGE A. THOMAS
SUITE 210, HEF BUILDING
MIDLAND, TEXAS 79701

ANN T. BARFIELD TODD
7232 LAKEHURST
DALLAS, TEXAS 75230

LORRAINE L. TODD
2016 MAIN

SUITE 1201

HOUSTON, TEXAS 77002
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6815 PRESTONSHIRE
DALLAS, TEXAS T522%

RAY L. TODD
6805 MIMOSA
DALLAS, TEXAS 75230

TOMMY T. TOTD
2912 PURDUE
'DALLAS, TEXAS 75225

TURNCO, INC.
f.0. BOX 1240
ORAHAM, TEXAB 746046

FRANZ WEIS -
P.0. BOX 9640 ,
MIDLAND, TEXAS 79708

EDWIN J. WHITE, JR.
16 SAIDLE CLUB DRIVE
MIDLAND, TEXAS 79705

DAVID WHITESIDE
P O BOX 10346E
MIDLAND, TEXAS 79702

STEVEN R. WHITESIDE
P.0. BOX 10348
NIDLAND, TEXAS 79702

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

721 ROBINS RDAD
LANGING, MICHIGAN 48917
CARRIED

MIDLAND, TEXAS 79705

TWESE WY o v .. -

HOEES, NEW MEXICO BB8240
THOMAS E. TODD, JR.
DRAWER 520

HOBEE, NEW MEXICO 88240

W. Lo TODDY, JRo

3471 FIRST NATIONAL BANK BLDG.

DALLAS, TEXAS 75202

WAY ENTERFRISES, INC,
P.O. BOX 1756
MIDLAND, TEXAS 79701

RONNIE H. WESTBROOK
2809 HAYNES
MIDLAND, TEXAS 79700

MARGARET De WHITE
F.0. BOX 7041
MIDLAND, TEXAS 79700

0. R, WHITEBIDE, INC.

* Pe D. BOX 10368

HIDLAND, TEXAS 79702
MARVIN L. WIGLEY

3000 N. GARFIELD, SUITE 180
" MIDLAND, TEXAS 79705

EDWARD WRIGHT, JR.
3513 DREXEL DRIVE
DALLAS, TEXAS T520T

MARILYN YATES
£201 NORTH MIDKIFF.
MIDLAND, TEXAS 7970%
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C T ey 29, 1986

| NOTICE To SELLERS
This ioti.ci 1: ﬁntcmhd to advise you of eeruﬁ Tecent devel-
epments atfccéing El Puﬁ i;tnral Gas Company ("tl h.so") snd of the
. Tesulting effects on El Paso's relationships with those from whom 4t

purchases gas.

- ’ 1.

" As a federally-regulated intcrstate- natural gas pipeline

Co

company, El Paso has & legal duty to provide service to its customers at
the lowvest <reasonable :at; consistent with maintenance of adequate
service. This duty, as declared by the Federal Energy Regulatory Commis-
sion ("FERC") and the federal courts, encompasses a continuing obligation
to minimize all costs, ﬁclud:l.ng the cost of purchue'd gas, ui' a Tesson-
able and prudent manner and with due regard for the urke:abm:'y of the
gas being purchased. El Paso's gas purchase a.;nucnts are tjeciﬁully
subject to applicabzlc federal laws, orders and regulations. 7
Du;ing the month of May, 1986, in the discharge of its
federally-imposed obligations, El Paso has scheduled its tdes from the
' Jowest-cost "mrln;" pools, after tsking gas from al:l. "pouswing" gources.
As used throughout this NWotice, the terms "nonsving gas™ and “ponswing
sources® inmclude: (1) hardship or emergency gas; (2) casinghead or

\, uaocutui gas; (3) residue gas; (4) ecertain dowvnhole commingled gas;
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(5) gas received .at central poincs of delivery and vhich :lncludes casing-
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head or hatdship gas; and (6) gas taken purmnt to certain contractual

- minimm physical take provisions. The term “"swing gas,” as used in this

Notice, refers to all gas other than "nonswing gas."
You are hereBy nocified that, in econtinuing diccharge of its

duties under federal law, commencing June 1, 1986, and thereafter until

further notice, El Paso will extend least-cost scheduling to nonswing

sources. El Paso will rank each source of supply by its weighted average

cost of gas ("WACOG") and, subject to operational and facility con-

straints, will _schedule gas sequentially from lower-cost to higher-cost
sources, including both swingAand nonswing sources, to satisfy. the demand
for gas from El Paso's system supply. . ‘

For June, 1986, El Paso believes that sales volumes above
950 BBtu/day cannot be forecast reliably as a basis for production

scheduling on a least-cost basis. Given this market, El Paso does not

expect to take gas from any source for which the WACOG exceeds $1.50 per

_MMBtu, inclusive of taxes. As a result, significant volumes of nonswing

gas would not be purchased by El Paso under its existing contracts during
June because of least-cost scheduling.

El Paso does not desire to precipitate the hardships which
eigh; otherwise result from shutting-in these sources. Therefore, duricg
June, 1986, and _thereaftei until further notice, El Paso will accept
wiAthm-:t iﬁterruption (subject to sufficient market demand) your tender

and delivery of such nonsw:.ng gas at e\tisting receipt points. Where

nonswing Natural Gas Act ("NGA") gas is sold to El Paso under a FERC rate
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schedule. El Paso will pay the applicable filed rate._ Nonswing Natural'r:

e mam e iem s eme w ee e . . e e e m e ta .

Gas Policy Act ("NGPA") gas will be taken only at a price which fits

within least-cost scheduling. Therefore, the amount El Paso will pay for
nonswing NGPA gas in June, 1986, will be $1.50 per MMBtu, inclusive of

taxes. The same oiaerating terms and conditions set forth in the perti-

nent gas purchase agreemén: will be utilized by E1 Paso in connection

with these purchases.

The price which El Paso can pay for nonswing NGPA gas during
periods subsequent to June, 1986 may be higher or lower, depending on
changes in market conditionsf.. El Paso will notify its selle?s of such
gas t;f any changes prior to the beginning of the applicable month. An
affected seller may choose to shut-in its gas rather tha:n sell at the
above-described price. 1In offering to take nonswing NGPA gas at a price
which fits least-cost scheduling, El Paso is accommodating both its
federal duties and the policies underlying state conservation laws.
El Paso does mot, however, concede a contractual or statutory'.c.luty under-
lying this offer.

El Paso will not accept gas except in accordance with the
production schedule developed to match least-cost sources with available
markets. Gas delivered to El Paso in disregard of El Paso's production
schedule will be deemed to have been delivered at a2 sales price equal to
the FERC minimum rate of 32.1 cents per MMBtu, inclusive of taxes.

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

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

affect E1 Peso and ell 1ts sellers. and may dictate fnrther tevis:lons in

El Paso's production scheduling practices.

1I.

dated September 27, 1985 and

1986, copies of which are appended hereto and made a part

Heretofore, by notices

February 28,
hereof for all purposes, El Paso has described certain causes not reason-~
ably within its control which cumulatively threaten El Paso's continuing
ability to perform its obligations under many of its. gas purchase con-
tracts. .

El Paso must now give no.t:!.ce that, since its ias_t notice of

there have been further events, occurrences, and

February 28, 1986,
governmental and court orders, none of which are or have been reasonably
within the control of El Paso, and which, singly and collectively, and
operating together with the events, occurrences and governmental orders
previously described by El Paso in the attached Notices, constitute

events of force majeure under El Paso's gas purchase agreements and

excuse E)l Paso ftom performipng its take obligations under certain of its
gas purchase agreements. El Paso also hereby notifies you that its
performance under the terms of many of its gas purchase agreements has
been rendered commercially impracticable within the meaning of applicable
state statutes, and under the common law doctrines of impossibility of
performance and frustration of purpose. Among these recent events,

occurrences and orders are the following:
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R T'The decfiio I_"bfff-i of Consumers Counsel V. E

B3

: #1"”"’!@30._NO¢:84_1099 {D.C.C.A.). (ref;rred .to on_p.:8

of El Paso's February 28th notice) hsas become
final. The parties to that case have announced
that rehearing or Supreme Court review will not be
sought.

El Paso’s gas markets are under intense pressure
as a consequence of the recent, drastic reduction
in prices for residual fuel oil. The price of gas
over El Paso's system must be competitive with the
prices of alternate fuels available to utility and
industrial markets if these markets are to bde
retained.

Beginning in April, 1986, El Paso's second largest
customer, Pacific Gas and Electric Company
("PGandE"), reduced purchases from El Paso by 80
million Mcf per day, with PGandE then buying these
volumes from its wholly-owmed affiliate, Pacific
Gas Transmission Company and its Canadian suppli-
ers at spot prices.

On March 19, 1986, the Public Utilities Commission
of the State of California ("CPUC") in Decision
86-03-057 announced a mnew and fundamentally
altered regulatory framework for the California
gas utilities which comprise approximately 802 of
El Paso's total market. The CPUC also proposed
for comment a number of regulatory changes which,
if adopted, will significantly alter the manner in
which natural gas is wmarketed in the State of
California.

Transwestern Pipeline Company made f£filings with
the FERC which not only produced a decrease in
Transwestern's commodity sales rate in California
from $2.87 per dekatherm to $2.51 per dekatherm,
effective April 1, 1986, but which also sought
authorization from the FERC to permit Transwestern
to adjust its rates, at its discretion, by giving
only a one-day notice. Transwestern may use this
authority to further reduce the purchased gas
component of its California sales rate, upon
one-day prior notice, to permit it to gain compet-
itive advantage over other suppliers, including
El Paso. By orders issued March 28 and 31, 1986,
FERC gave the requested authorizations and ap-
provals to be effective April 1, 1986.
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. ) ly its sales rates to meet price competition from
fuel oil and other gas supplies. El Paso is
seeking a rehearing, but the FERC has not yet
acted on this request.

~ The restructuring of El Paso's markets and opera-
tions dictated by recent FERC Order Nos. 380 and
436 et seq., and the proposed rules advanced by
the Department of Energy in FERC Docket No. RM86-3
(ceiling prices; old gas pricing structure and .
block billing) have continued to create market
uncertainty and market loss. Order Nos. 380 et
seq., were affirmed on appeal by the United States
Court of Appeals for the District of Columbia
Circuit and petitions for writ of certiorari were
recently denied by the Supreme Court of the United
States. Order Nos. 436 et seq., are now on appeal
in the United States Court of Appeals. for the
District of Columbia.. The impact and legality of
this latter series of orders will not be finally
determined for- an indefinite period into the
future.

«— Warmer than normal winter and spring temperatures
in El1 Paso's market area, together with higher
than normal precipitation (giving rise to avail-
sbility of abundant supplies of very low-cost
hydroelectric power) and the start-up of new
nuclear-power facilities, have greatly diminished
total gas demand in El Paso's principal markets.
The portion of such lost market demand occasioned
by the start-up of nuclear-power facilities is
permanent.

These evengs. occurrences and orders have had a significant,
adverse impact on El Paso's ability to market the gas comwmitted to it
under gas purchase agreements. During Janjaary through April, 1986,
El Paso sales averaged only 1.5 Bef/day. By comparison, El Paso's sales
in 1985 were aspproximately 2.45 Bcf/day. Gas available to El Paso for
purchase under existing gas purchase agreements during 1986 is approxi-

mately 3.5 Bef/day.
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to overcome the consequences of these adverse events. Among ‘other

things, El Paso has:
-~— On April 1, 1986, extended its Spot Market Release
k4 Gas Program to sellers in the San Juan Basin in
’ order to provide them alternate market opportuni-
ties using El Paso as an open access transporter.
This program 1is now available to all sgellers of
NGPA gas to El1 Paso. .

—— On May 9, 1986, filed an application with the FERC

b to secure appropriate blanket sabandonment and

. certificate authorizations so that sellers of all

vintages of gas might have access to the natural

gas spot market through El Paso's open access -
transportation system.

-— Participated in every FERC and CPUC proceeding
affecting, or potentially affecting, El Paso's
J market and operation to seek modifications or
rejection of regulatory changes which preclude
El Paso from performing under its gas purchase
agreements.

—— On February 28, 1986, filed a PGA reduction of
38.74¢ per MMBtu. ’ : ,

e —— Filed an Offer of Settlement in Docket No. RP86-45
, to seek FERC approval of E1l Paso's open access
i tariff and rates.

El Paso pledges its continuing efforts to pursue every reason-
b able opportunity to protect and expand the market which it has tradition-
T ally provided for sellers to the El Paso system, and to remedy the force
majeure events herein noticed with all Teasonable dispatch. Every effort

' will be made to provide alternate market opportunities for all sgellers

during this period of time when El Paso is excused from performance of

take obligations in certain of its gas purchase agreements. In particu-

lar, any seller desiring to obtain a release from its commitment to

s ——
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granted expedi:ious considcration.

III.

This Notice shall further serve to notify those sellers whose
contracts with El Paso (1) cover any nonswing gas supplies (as defined
berein) and (2) contain an Alternate Price or "market-out” clause exer-.
cisable at this time, that El Paso, acting in good faith and in accor-
dance with prudent business praccicef, h;s determined that its gas supply
and market demand envitonnger.xt'indicates a ;iownward change in the value to.
El Paso of: ‘all such nonswing gas for which the current price exceeds
$1.50 per MMBtu, inclusive of "state severance taxes" (as defimed in NGPA
§ 110(c)) and any other applicable adjustments or add-ons. Accordingly,
El Paso hereby notifies those sellers of its decision to change the price
or prices otherwise payable for such nonswing gas under such contracts to
an Alternate Price equal to $1.50 per MMBtu, inclusive of t#ﬁ:es and any
other applicable adjustments or add-ons. Said Alternate Price shall
become effect;ive for all sales of nonswing gas from and after June 1},
1986, and, subject to the terms and provisions of such co.n:racts.' shall

continue until further notice from E1l Paso.

1v.
]
El Paso sincerely hopes that all its sellers understand that
the measures described herein are necessary and reascnable responses to

the prevailing conditions. El Paso urges all its sellers whose gas
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connot cnd will not bc ccken under the current Operating cnd urket

- e e m e emewe cememc e wea”

conditions ‘to avail thcnselvcs of naximm participation in El Paso s
ongoing Spot Market Release Program. El Paso further asks that all its
sellers support El Paso's requested broadening of the Program to include
BGA gas.

In the event you have any questions concerning the inplenenta-‘
tion of the purchasing practices described herein, you may call El Paso's
Gas Purchases Department at (915)541-5408.

.Very truly yours,

waa.w



PIPTH JUDICIAL DISTRICT COURT oltes .
COUNTY OF LEA LEA 2 -7
STATE OF MEW MEX1CO s
DOYLE HARTMAN, 85 S8 18 A8 2
- on individual, -
“ Le Yot .l.o . H
Plaintifte, - ] ;.»;us.a
vs. , NO. CV 85-369-3

EL PASO NATURAL GAS COMPANY,
4 Delavare Corporation,

Defendant,

ORDER

This matter came on to be heard upon application §£
Plaintiff for veconsideration of Order Denying Preliminary
Injunction to Plaintiff with Plaintiff appearing inﬂyo:son and by
snd through his attorneys and Defendant appearing through {ts
designated representatives and attorneys and the Court being
advised in the premises finds:

1. .

This Court has jurisdiction over the parties beéoto and the
subject matter hereof.

11,

Due to changed circumstances since the prior hearing in
this matter, it is hereby ordered that pending the outcome of the
‘trial on the merits in this litigation: ' .

(A) El Paso will take and pay for all production for which
Plaintiff receives proceeds for the account of Plaintiff or other
parties from Hartman-operated casinghead wells pursuant to terms

of the applicable contracts at the contract price codhohelrg June



[r——

.z.

1 wuntil the date of Judgment and 4n the event Defendant

establishes in this procesding that Plaintiff is not entitled to
teceive the contract price for such production, Plaintiff sghall

_ sefund to Defendant the difference between the contract price and

the wellhead price tendered by Defendant for other casinghead qas
in the Peraian Basin under the terms set out in fts May 29, 1986
Notice to Sellers.
‘ (B) The Defendant agrees not to assert that Plaintiff had
& duty to mitigate danmages by making sales other than pursuant to
the terms of Plaintiff’s contracts with Defendant.
(C) The trial setting in this case of October 20, 1986
shall remain £irm.
(D)“ﬁiﬁiif:;fagfgéili be “sealed and not made a matter of
"@_blic rocord. |
o (E.} This order shall be kept confidential by all parties
and counsel for parties, including those who have not entered an
appearzance, é%@:iﬁ;iiljasftﬁifaiicibséd, to third parties “except .
that PIaiatiff “may disclose the terms of the ordéi,’ if it is
necessary to his financial operations, to his bankers provided
that such bankers agree to keep the terms of ~"t:ln order

confidential and ~ t":’ﬁuaose ;;3hcn“:to third :;partienan'a‘ssofz.z

‘iiﬁ]f§§§§2;}§alﬂqS‘:;OPYTDf'thiixbtﬂ.r-mnj'
(r) Both parties reserve gll rights, claimg, and remedies

tbey would otherwise have with the exception of that defense of
mitigation of dapagos specifically waived herein.



(G) <That this Order shall not be used as evidence for
either side to show liability, damage or for any other purpose in

this or any other proceeding.

District Judge

" APPROVED AS TO PORM;

Xttorney fot

).lf?lt/.l 'q. U‘ASf\ o =
Attorney Ior‘ﬁefendant




LEA COUNTY LAWSUIT BILLING SCHEDULE
’ INCLUDING ADDITION OF STRANCO

% TO BE

TOTAL

OWNER NAME w.I. BILLED
WILLIAM P. AYCOCK 0.01776924 0.0001440643
JAMES E. BURR 1.18400466 0.00985993328
DONALD C. CONDIE 0.03125000 0.0002533598
JAMES A. DAVIDSON 27.61840836 0.2239165953
J.A. DAVIDSON, TRUSTEE 0.1814044S 0.0014707392
C.W. DUNNAM . 0.06201172 0.0005027608
JACK FLETCHER 1.27537678 - 0.0103401334
MARIE FLETCHER 0.26917476 0.0021823378
ALVAREEN O. HARTMAN 0.10214845 0.0008281699
OYLE HARTMAN 89.12220278 0.7225593868
JEORGE N. HARTMAN 0.10214845 0.0008281699
PAMELA D. HARTMAN 0.03710840 0.0003008649
MICHELLE HEMBREE WILCOX 0.08937175 0.000724582¢6
PATRICIA A. HENDERSON’ | 0.02604167 0.0002111332
+ XE MITCHELL : 0.22095526 0.0017913976
.RRY A. NERMYR "1.58266749 0.0128314967
RUTH SUTTON 0.85781166 0.0069547189
HAROLD SWAIN 0.08635418 0.0007811927
FRANZ WEIS 0.33312377 0.0027008052
(7'\RGARET D. WHITE 0.04663086 0.0003780603
..~ ARILYN YATES * 0.03955078 0.0003206584
STRANCO 0.04687500 . 0.0003800397
123.34239151 1.00000000



IN THE FIFTH JUDICIAL DISTRICT - . ™
STATE OF NEW MEXICO
COUNTY OF LEA

JAMES A. DAVIDSON, Individually,
and as Trustee of the Marilyn L.
Yates Trust; PAMELA D. EARTMAN:;
GEORGE N. HARTMAN; ALVAREEN O.
HARTMAN; MRS. C. W. DUNNAM:
MARILYN L. -YATES; PATRICIA
BENDERSON; FRANZ WEIS; JAMES E. .
BURR AND 1LaVETA BURR, Individually
and as Parents and Next Friends of
LYNDSI BURR and@ LAUREN BURR,
Minor Children; JACK FLETCHER;
DONALD C. CONDIE: RUTH SUTTON:
WILLIAM P. AYCOCK; LARRY A.
NERMYR; MICHAEL R. MITCHELL:
MICHELLE HEMBREE:; MARGARET D. °
WHITE BROWN; HAROLD SWAIN;

ROXIE SWAIN, also kxnown as

ROXANNE SWAIN; MARIE FLETCHER;
and STRANCO, L1TD.:

Plaintitfs,
vs.

EL PASO NATURAL GAS COMPANY,
a Delaware corporation,

e P N W Wt W T N St Qs UaP Yt NP Qs Wi Vs Qnt Nt Suet NP S VP WP Wit S QutP P S

Na."Lk j 2" 22

VERIFIED COMPLAINT FOR DAMAGES RESULTING FROM
INTENTIONAL AND MALICIOUS BREACH OF CONTRACT,
ARD FOR PRELIMINARY AND PERMANENT INJUNCTIVE RELIEF

Defendant.

COME NOW the Plaintiffs JAMES A. DAVIDSON, indi-
vidually, and as Trustee of the Marilyn L. Yates Trust, Pamela
D. Bartman, George N. Hartman, Alvareen O. Hartman, Mrs. C. W.
Dunnam, Marilyn L. Yates, Patricia Henderson, Franz Weis,

r . v N
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. James E. Burr and LaVeta Burr, individually and as Parents and

Next Friends of Lyndsi Burr and Lauren Burr, Minor Children,
Jack Fletcher, Donald C. Céndie, Ruth Sutton, William P.

Aycock, Larry A. Nermyr, Michael R. Mitchell, Michelle

‘Hembree, Margaret D. ﬁﬁite Brown, Harold Swain, Roxanne Swain,

Marie Fletcher, and STRANCO, L1LTD., anZ for their Complaint
against Defendant El Paso Natural Gas Cczgany, state:

THE PARTIES

l. Plaintiffs James A. Davidscrn, Pamela D. Eartman,
George N. Eartman, Alvareen O. Hartman, Mrs. C. W. Dunnan,

Marilyn L. Yates, Patricia BEenderson, TFranz Weis, Jack

Fletcher, Ruth Sutton, William ©P. Ayccck, larry A. Nerzyr,

.Michelle Eexbree, Margaret D. White Brcwn, and Marie Fletcher

are individuals and residents of the Sta=e c¢f Texas who are

au»horlzed to do and are doxng bu51'ess 1- the State o- New

W ST ame Tt T diam  Tme Toom e = . e - . L®

Fermie s T o e T e ey p Oy T i Sty et o.*'s-'-.‘.-}v qbns"uh LARBL e @ Voiemmas ol AP, BNt gulam B, Ao, S *,’u-.,c..‘_

Mexico.

2. Plaintiff James A. Davidscrn, Trustee is the in-
dividual Trustee of the Marilyn L. Yates Trus:t, a Texas Trus<t.

3. Plaintiffs James E. Burr and laVeta Burr,
husband and wife, and their minor childrex, Lyndsi Burr anc
Lauren Burr, are individuals and residents of the State o!f
Texas who are authorized to do and are doing business in the
State of New Mexico. ‘o

4. Plaintiffs Donald C. Condie and Michael R.

Mitchell are individuals and residents o¢f the State of

-2-
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Colorado who are authorized to do and are doing business in
the State of New Mexico.

5. Plaintiffs Harold sSwain and Roxie Swain,
also known as Roxanne Swain, husband and vwvife, are
individuals and residents of the State of New Mexico.

6. STRANCO, LTD. is a New Mexico Limited Partner-
ship whose principal place of business is in the St;te of New
Mexico.

7. Defendant El1 Paso Natural Gas ("El Paso”) is a
Delaware corporation whose principal place of business is in
the State of Texas and who is authorized to do and is doing
business in the State of New Mexico.

8. Plaintiffs are engaged in the business of
exploring for, producing and selling natural gas in <the State
of New Mexico, particularly in lLea and Eddy Counties, New
Mexico. Plaintiffs own interests in several natural gas
properties in lLea and Eddy Counties, New .Hexico, the
production from which 4is sold at the wellhead to E1 Paso
pursuant to written natural gas purchase contracts.

S. El Paso is engaged in the business of purchasing
natural gas at the wellhead in the State of New Mexico and

transporting most of such gas for resale outside of the State

of New Mexico.



THE CONTRACTUAL RELATIONSHIPS
BETWEEN PLAINTIFFS AND DEFENDANT

| 10. Plaintiffs own vorking interests in several
natural gas properties in Lea and Eddy Counties, New Mexico,
operated by Doyle Hartman of Midland, Texas, the production
from which is sold to El Paso pursuant to certain natural gas
purchase contracts. All of Plaintiffs' working interests in
such wells were acquired <from or through Doyle Rartman.
These wells and contracts (the 'COntractsﬁ) are identified
and listed on Exhibit "A", which is attached hereto and incor-
porated herein by reference. Certain of such contracts relate
to the sa2le of gas from natural gas wvells ("dry gas"), while
others relate to the sale of casinghead gas produced from oil
wells ("oil-well casinghead gas"), and others relate to the
sale of casinghead gas from gas wells completed in an oil pool
(“gas-well casinghead gas™), as defined by the rules and
regulations of the 0il Conservation Division of thé Department
of Energy and Minerals of the State of New Mexico. Plaintiffs
seek to protect their interests in such properties through en-
forcerent of such contracts.
11. Copies of the Contracts are not attached to
this Complaint because they are voluminous and the Defendant

possesses copies of such contracts.



12. El1 Paso's intentiocnal, =malicious and unjustifi-
able conduét with respect to the contracts is the basis of
this Complaint.

DEFENDANT'S CONDUCT WITH
RESPECT TO THE CONTRACTS

13. The terms of the Contracts relating to produc-
tion of ocil-well casinghead gas and certain‘ contracts
relating to the production of dry gas clearly and
unanbigquously obligate E1 Paso to take =all of such gas
produced from such properfies and to pay for such gas at the
prices specified therein.

14. The terms of most of the Contracts covering dry
gas and gas-well casinghead gas clearly and unambiquously
obligate E1 Paso to take Plaintiffs' gas "ratably" with all
other gas taken from wells connected to El Paso's system in
lea County, New Mexico, and to pay for such natural gas at the
prices specified in the Contracts. |

15. The terms of some of the Contracts covering dry
gas clearly and unambiquously obligate El1 Paso to take
Plaintiffs' natural gas “ratably" with all cther natural gas
taken fror wells within the same source pool or reservoir, or,
in some cases, with all other natural gas purchased by El Paso
within the same source pool or reservoir and to pay for such

natural gas at the prices specified in the Contracts.



16. Prior to June 1, 1986, El Paso took sub-
stantialli all of Plaintiffs' oll wvell and gas-well casinghead
gas in accordance with the Contracts and to the extent
deternminable at this time, paid for such oil well and gas-well
casinghead gas at the prices specified in the Contracts.

17. Prior to January 1, 1982, El Paso took Plain-
tiffs' dry gas ratably in accordance with the Contracts, and
prior to January 1, 1985, to the extent determinable at this
time, paid for such natural gas at the prices specified in the
Contracts.. |

l18. Subsegquent to such dates, El1 Paso has unjusti-
fiably refused to honor the Contracts, and instead has
intentionally and maliciously breached such Contracts and has
otherwise engaged in unlawful and inexcusable conduct and
discriminatory and preferential marketing practices, including
shutting-in and turning off wells subject to the cOntraéEé,
improper and illegal manipulation of nomination and proration
regulations, unilaterally reducing the price paid rof gas pro-
duced fror wells subject to the Contracts.

lc. On or about February 28, 1986, E1l Paso notified
Plaintiffs that recent develbpments in El Paso's interstate
markets reguired El1 Paso to implement new “production-
scheduling procedures", which are internal El Paso-generated

procedures not mandated or directed by any regulatory agency,



nor utilized to the same extent by other interstate pipeline
companies; The effect of these implementations is that El
Paso deviates from the provisions of such contracts and its
longstanding Jinterpretation thereof.

20. On or about February 28, 1986, El Pasc notified
Doyle Hartman that approximately eighty-five (85) wells pro-
ducing dry gas subject to the Contracts would be "shut-in" or
*turned-off", and such wells were completely "shut-in" or
*turned-off" shcrtly thereafter.

21l. From and since February 28, 1986, such wells to-
gether vith others producing dry gas subject to such Contracts
have, for the most part, remained ®"ghut-in"™ or "turned-off",
and El Paso has not taken Plaintiffs' gas therefrom "ratably"
in accordance with the Contracts.

22. From and since June 1, 1986, El Paso has uni-
laterally reduced the price paid for oil-well cas’inghead gas
and gas well casinghead gas taken under the Contfacts.

23. El Paso has engaged in discriminatory and
preferential purchasing and marketing practices, including the
ranipulation of norination and proration regulations.

24. El Paso's initial and continuing ®"shut-in" of
wells subject to such Contracts, its unilateral reduction in
the price paid for gas actually taken and its purchasing and
marketing practices were and are unjustified and discrimina-

tory.



25. E1 Paso's own statements and purchasing policies
indicate that a substantial portion of Plaintiffs' historical
daily producing volumes may not be.returned to production for
an indefinite period of time.

26. At all times during the terms of the Contracts,
Plaintiffs have fully performed 2all of their obligations
thereunder, both express and implied.

CAUSES OF ACTION

COUNT I

FOR ACTUAL, CONSEQUENTIAL AND
PUNITIVE DAMAGES RESULTING

FROM EL PASO'S INTENTIONAL AND

MALICIOUS BREACH OF THE CONTRACTIS

27. Plaintiffs adopt and incorporate herein by
reference the allegations contained in Paragraphs 1 through 26
of this Complaint.

2€8. El Paso's actions in shutting-in and turning-off
vells subject to the Contracts and its failure to meets its
contractual cobligations to take Plaintiffs' dry gas and gas
well casinghead gas "ratably" in accordance with the Contracts
is in violation and breach of the Contracts.

29. El Paso's actions in shutting-in and turning-off
wvells producing ocil-well casinghead gas and certain wells
producing dry gas, and dits failure to meet its contractual
obligations to take all of such gas <from Plaintiffs is in

violation and breach of the Contracts.



30. El Paso's actions in unilaterally reducing the
price paid for Plaintiffs' gas, including but not 1limited to
Plaintiffs' oil-well casinghead gas and gas-well casinghead
gas, is in violation and breach of the Contracts.

31. El Paso's discriminatory and preferential pur-
chasing and marketing practices are in vioclation and breach of
the Contracts.

32. El1 Paso's violation and breach of the Contracts
by shutting-in and turning-off dry and casinghead gas wells,
by unilaterally reducing the price of Plaintiffs' gas, and its
discriminatory and preferential practices was and is inten-
tional, =malicious, coercive, in bad faith and intended ¢to
serve the business interests of E1l Paso to the detriment of
Plaintiffs.

33. As a direct and actual result of El Paso's in-
tentional and malicious breach of the COntracts, Plaintiffs
have been injured in an amount presently estimated to be in
excess of $5,000,000.00.

34. As a direct and consegquential result of El
Paso's intentional and malicious breach of the Contracts,
Plaintiffs have and will continue to suffer consegquential
damages in the nature of lost gas reserves due to uncom-
pensated drainage and reservoir damage. Such additional

damages cannot presently be calculated.



WHEREFORE, Plaintiffs pray for Jjudgment against El
Paso for actual danages estimated presently to be in excess of
$5,000,000.00, for conseguential damages, for punitive damages
resulting from E1 Paso's intentional and malicious breach of
the contracts, all in amounts wmore specifically provable at
trial, plus pre and post judgment interest thereon, costs and
fees in this litigation and for such further relief as the
Court deems just and proper.

COUNT 1

FOR PERMANENT INJUNCTIVE RELIEF
WITH RESPECT TO EL PASQ'S CONDUCT

3s. Plaintiffs adopt and incorporate herein by
reference the allegations contained in Paragraphs 1 through 34
of this Complaint.

36. El Paso's intentional and malicious breach of
the Contracts threatens to continue for arn indefinite period.

37. El Paso's continuing, intentional and malicious
breach of the Contracts will cause Plaintiffs irreparable
injury for which they have no adegquate remedy at law.

38. El Paso's continuing, intentional and malicious
breach of the Contracts, particularly its refusal to take
Plaintiffs' dry gas "ratably" in accordance with the Con-
tracts, may and will impair or destroy Plaintiffs' gas
reservoirs, result in the irretrievable loss and drainage of

Plaintiffs' gas reserves and otherwise cause Plaintiffs ir-



reparable injury for which they have no adequate remedy at
law. '

WHEREFORE, Plaintiffs pray for the issuance of a pre-
liminary and permanent injunction requiring E1 Paso (A) to
honor, abide by and perform its obligations wunder the
Contracts, and (B) to cease and desist from "shutting in"
wells subject to the Contracts and to return to ‘production

those wells previously "shut-in".

ATWOOD, MALONE, MANN & TURNER, P.A

Z, .
By
Bob F. Turner

Robert H. Strand

Post Office Drawer 700
Roswell, New Mexico 88202-0700
(505) 622-6221

Don R. Maddox

MADDOX, RENTROW & SAUNDERS
Post Office Box 5370
Hobbs, New Mexico 88241
(505) 353-0505

ATTORNEYS FOR PLAINTIFFS

-1~



VERIFICATION

STATE OF TEXAS
8s.

s S S
0

COUNTY OF MIDLAND

I, JAMES A. DAVIDSON, individually and.as Trustee of
the Marilyn L. Yates Trust, being first duly sworn, state that
I am a Plaintiff in the above-styled and nurbered cause; that
I have read and understand the contents of the foregoing
Complaint, and that the allegations contained therein are true
and correct to the best of my knowledge and belief.

_:’_." .

N .
Nt 71 "wA:'v\/

S A. DAVIDSON, individually
d as Trustee of the Marilyn
L. Yates Trust

SUBSCRIBED AND SWORN TO before me this _ D day of

../, |
oot //

Notary Publlc
4 ’
My Commission Expires:

9-26-88

January, 1987.

s e m = il e M v e = s e -



VERIFICATION

STATE OF TEXAS :
$Ss.

COUNTY OF MIDLAND

I, PAMELA D. HARTMAN, being first duly sworn, state
that I am 2 Plaintiff in the above-styled and numbered cause;
that I have read and understand the contents of the foregoing
Complaint, and that the allegations contained therein are true

and correct to the best of my knowledge and belief.

PAMELA D. HARIMAN

SUBSCRIBED AND SWORN TO before me this /o U. day of
January, 198&87.

R A AR N

Notary Publi

-l

My Commission Expires:

- 10 T3¢
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VERIFICATION

STATE OF TEXAS )
. ‘s.
COUNTY OF MIDLAND )
. I, GEORGE N. HARTMAN, being first duly sworn, state

that I ar a Plaintiff in the above-styled and numbered cause;
that I have read and understand the contents of the foregoing
Complaint, and that the allegations contained therein are true

and correct to the best of my knowledge and belief.

§é§2¢££&21 4&: 221»241210ﬂ//

GEORGE N. HARTMAN

SUBSCRIBED AND SWORN TO before me this '[2 é day of
January, 1987.

-

,’jfs s Z <
e 4 / .-

p

- e

~ 7 N,
P Y A X N 4 - \f s i
Notary Public ///;%;%h"
‘a

My Commission Expires:

6/24/8°

Barbara A. Humphreys

-14~-



VERIFICATION

STATE OF TEXAS
$S.

st St

COUNTY OF MIDLAND

I, ALVAREEN O. HARTMAN, being first duly sworn, state
that I am a Plaintiff in the above-styled and numbered cause;
that I have read and understand the contents of the foregoing
Complaint, and that the allegations contained therein are true

and correct to the best of my knowledge and belief.

/42@75244«/ A 59422:i¢;g/

ALVAREEN O. HARTMAN

SUBSCRIBED AND SWORN TO before me this 12tk day of

5’g- ;: "fj;#é;/
= < ({ ‘-J’ P

Notary Public

January, 1987.

My Comrission Expires:
6/24/89

Barbara A. Humphreys

-15~



VERIFICATION

STATE OF TEXAS
.s.

S s? et

COUNTY OF MIDLAND

I, MRS. C. W. DUNNAM, being first duly sworn, state
that I am a2 Plaintiff in the above-styled and numbered cause;
that I have read and understand the contents of the foregoing
Complaint, and that the allegations contained therein are true

and correct to the best of my knowledge and belief.

oo € th M e

MRS. C. W. DUNNAM

SUBSCRIBED AND SWORN TO before me this _12th gday of

January, 1987. [ /
¥ /

o /4 Vi . : ;._
~ J Notary Public ,/

¢

My Commission Expires: . /

U

9-26-88 ’

-16-



VERIFICATION

STATE OF TEXAS )
) ss.
COUNTY OF MIDLAND )

I, MARILYN L. YATES, being first duly sworn, state
that I ar a Plaintiff in the above-styled and numbered cause;
that I have read and understand the contents of the foregoing
Complaint, and that the allegations contained therein are true

and correct to the best of my knowledge and belief.

o~

YATES )

MARILYN L.

SUBSCRIBED AND SWORN TO before me this /2'" day of

a

.

January, 1987. .

/. .
7 ! 4 i
T f
A '1/, 4
"7/&./? v \?‘324144/"
/  Notary Public |

g

/

My Commission Expires:

£2-26-88

-17-
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VERIFICATION

STATE OF TEXAS
S85.

COUNTY OF MIDLAND

I, PATRICIA HENDERSON, being first duly sworn, state
that I am a Plaintiff in the above-styled and numbered cause:;
that I have read and uﬁderstand the contents of the foregoing
Complaint, and that the allegations contained therein are true

and correct to the best of my knowledge and belief.

PATRICIA HENDERSON

SUBSCRIBED AND SWORN TO before me this /4 £ day of

j /
\41‘.:/( B4 fé‘t-;g V&L

/¥otary Public
"/I

January, 1587.

My Cozrission Expires:

WL AN POST

' FPubtic i 2ol for v Lo of Ten
A'i?‘s‘j My m'.;:\?sss:.’ ixls‘rcs £ =7 1~j
-18~-
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VERIFICATION

STATE OF TEXAS - ) -
) ss.
COUNTY OF MIDLAND )
I, ‘FRANZ WEIS, being first duly sworn, state that I
am a Plaintiff in the above-styled and numbered cause; that I
have read and understand the contents o¢f the foregoing
Complaint, and that the allegations contained therein are true

and correct to the best of my knowledge and belief.

FRANZ WELS

SUBSCRIBED AND SWORN TO before me this /2é day of
January, 1587.

/,
d o d
e
Nota;z;?ublﬁg/

My Commission Expires:

L/2e /£

-19-
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VERIFICATION

STATE OF TEXAS

)
: ) ss.
COUNTY OF MIDILAND )

We, JAMES E. BURR and LaVETA BURR, individually and
as Parents and Next Friends of LYNDSI BURR and LAUREN BURR,
Minor Children, being first duly sworn, state that I am a
Plaintiff in the above-styled and numbered cause; that I have
read and understand the contents of the foregoing Complaint,
and that the allegations contained therein are true and
correct to the best of my knowledge and belief.

il éf. léabLhA,
JANES E. BURR

—
PSS

' %&m E o
LaVETA BURR

Individually and as Parents and
Next Friends of LYNDSI BURR and
L LAUREN BURR, Minor Children

SUBSCRIBED AND SWORN TO before me this 9th day of
January, 1987.

AR Y/
%%M

7 //’Noti%y Public
My Comnission Expires:

o-26-88
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VERIFICATION

STATE OF TEXAS
8S.

.

COUNTY OF MIDLAND

I, JACK FLETCHER, being £first duly sworn, state that
I am a Plaintiff in the above-styled and numbered cause; that
I have read and understand the contents of the foregoing

Complaint, and that the allegations contained therein are true

and correct to the best of my knowledge and belief.

%{ Ll ﬁ, e o
Notary Public

My Commission Expires:

2/27 fis

-21-




. COUNTY OF W2 Xmesos’

- —— b o e s

VERIFICATION

STATE OF COLORADO )
) ss.
)

I, DONALD C. CONDIE, being first duly sworn, state
that I am a Plaintiff in the above-styled and numbered cause;
that I have read and understand the contents of the foregoing
Complaint, and that the allegations contained therein are true

and correct to the best of my knowledge and belief.

-"'——7 - -
%'“J/K -t"'"u'é. ;_.—
DONALD C. CONDIE

L e
SUBSCRIBED AND SWORN TO before me this /%~ day of
January, 1987.

L7 .
7 K;){( -~ ')//Q?- Lo XA 2 (.
Neotary Public

My Comrission Expires:

S5 =88




VERIFICATION

SETATE OF TEXAS

)
’ ) ss.
COUNTY OF MIDLAND )

I, RUTH SUTTON, being first duly sworn, state that I

am 2 Plaintiff in the above-styled and numbered cause; that I

have read and understand the contents

of the foregoinc
Complaint, and that the allegations contained therein are true

and correct to the best of my knowledge and belief.

Lo Loer

RUTH SUTTON

-

Ad

_ '~ SUBSCRIBED AND SWORN TO before me this 9% day of
: - ;January, 1987.

.
L]
'lo'-' .
.

R N%éary Public =
My Commission Expires:
CINDY &7 ITATTTIAN
3!.1 e o LL°

SIS P Hi

-23=-
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VERIFICATION

STATE OF TEXAS
85.

et Ut St

COUNTY OF MIDLAND

I, WILLIAM P. AYCOCK, being first duly sworn, state
that I am a Plaintiff in the above-styled and numbered cause;
that I have read and understand the contents of the foregoing
Complaint, and that the allegations contained therein are true

and correct to the best of my knowledge and belief.

%\\S&MWQ W}KLQ

WILLIAM P. AYCOCK \

SUBSCRIBED AND SWORN TO before me this 13tb  day of

///séf%/

Notary Public

My Commission Expires: :’ C>/

O-26-85

January, 1987.
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VERIFICATION

STATE OF TEXAS
‘s L]

N

COUNTY OF MIDLAND

I, LARRY A. NERMYR, being first duly sworn, state
that I ar a Plaintiff in the above-styled and numbered cause:
that I have read and understand the contents of the foregeing
Complaint, and that the allegations contained therein are true

and correct to the best of my knowledge and belief.

ey, 1ARRY A. NERMIR

oo '...-'..‘ Foot
-

R v "‘- SUBSCRIBED AND SWORN TO before me this f#\ day of

xgﬁu 1987.

o __QL%_‘N a.ry! mbl'l;ﬁc Az

My Commission Expires:

CI\°DY ct"“ P.\ rwr:r)\
Mx Coguorts oo

l.'\_‘ :

92 e
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VERIFICATION

STATE OF TEXAS-- -
$S.

LS A

COUNTY OF _MIDLAND

I, MICHAEL R. MITCHELL, being first duly sworn, state
that I am a Plaintiff in the above-styled anéd numbered cause;
that I have read and understand the contents of the foregoing
Complaint, and that the allegations contained therein are true

and correct to the best of my knowledge and belief.

\\"v. \\\- . ‘k\h: qm\!

MICHAEL R. MITCHELL

SUBSCRIBED AND SWORN TO before me this _15th day of

1/ 71

' ™ “Notary Pubiic 77
My Commission Expires: ‘ ;

_9-26-88

January, 19&7.
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VERIFICATION

STATE OF TEXAS
' ss.

.

COUNTY OF MIDLAND

I, MICHELLE HEMBREE, being first duly sworn, state
that I am a Plaintiff in the above-styled and numbered cause:;
that I have read and understand the contents of the foregoing
Complaint, and that the allegations contained therein are true

and correct to the best of my knowledge and belief.

' -
Y rrgf O S s s

MICHELLE HEMERZE

SUBSCRIBED AND SWORN TO before me this _12th day of

/-N“'///é

/ Notary Puklic
My Commission Expires: ’ 0/
9-26-88

January, 1987.

-27=



* VERIFICATION

STATE OF TLXAS )
) ss.
COUN1Y Cr ~M1IDLAND )
1, MARGARET D. WHITE BROWN, being first duly sworr
state that 1 am a Plaintiff in the above-styled and nuxbere
causeé: that 1 have read and understand the contents of tt

foregyciny Complaint, and that the allegations containe

therein are true and correct to the best of =my knowvledge ar

beliel.

‘ %ﬁ%é :5—. WHITE BROWN

SUBSCKIBED AND SWORN TO before me this /3 £ day

January, 1987.

Notary Public

By CommanpaiwiLgOtpires:
Nowrv Putlic o ans for thr Stete ¢! Texm
Ay Commpisn Expieer September 1T, 1288




VERIFICATION

STATE OF NEW MEXICO
$5.

I, HAROLD SWAIN, being first duly sworn, state that I
an 2 Plaintiff in the above-styled and numbered cause; that I
have read and understand the contents of the foregoing
Complaint, and that the allegations contained therein are true

and correct to the best of my knowledge and belief.

SUBSCRIBED AND SWORN TO before me this _ |4/ day of
January, 1987.

My Commission Expires:

-—-\Ll\\_: ? ’J ‘qqrv

=20-
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VERIFICATION

STATE OF NEW MEXICO

COUNTY OF = c Q)

Roxie Swain, also known as,
I,/ROXANNE SWAIN, being first duly sworn, state that

)
) ss.
)

I an a Plaintiff in the above-styled and nurbered cause; that
I have read and understand the contents of the foregoing
Complaint, and that the allegations contained therein are true

and correct to the best of my knowledge and belief.

. - -
-— N
RS A T R .’ )

Roxie Swain, also known as ROXANNE SWAIN

SUBSCRIBED AND SWORN TO before me this _ |2  day of
January, 1987.
]| b
Q—M&LL\*\\\\\\J\ T
Notary Publ

My Commission Expires:

Quae 2L Q96
\

-30-
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VERIFICATION

STATE OF TEXAS )
) ss.
)

COUNTY OF MIDLAND

I, MARIE FLETCHER, being first duly sworn, state that
I am a Plaintiff in the above-styled and numbered cause; that
I have read and understand the contents of the foregoing
Complaint, and that the allegations contained therein are true

and correct to the best of my knowledge and belief.

SUBSCRIBED AND SWORN TO before me this /¥ “/ day of
January, 1987.

e S

S/ Notary Public - °

4

My Commission Expires:

-31-



VERIFICATION

STATE OF NEW MEXICO
8S5.

St S S
'

COUNTY OF CHAVES

I, Robert H. Strand, General Partner of STRANCO,
LTD., a New Mexico Limited Partnership, being <£first duly
sworn, state that I am a Plaintiff in the above-styled and
nunmbered cause; that I have read and understand the contents
of the foregoing Complaint, and that the allegations contained

therein are true and correct to the best of my knowledge and

’% " j&/
(1 ~ ‘

ROBERT H. STRAND

belief.

SUBSCRIBED AND SWORN TO before me this /35 x day of

January, 1987.

Faear afrgéf:4449~oz—

Notary Public J

My Commission Expires:

G-16 =87




s FQaoW

Meter No. Well Name Contract Code Pool

58-034 Cooper State #2 6025, 6059 Jalmat
58-059 Phillips Goldston #1 5106 Jalmat
58-183J El Paso Pritchard Fed {1 6348 Jalmat
58~212 Maralo State {1 6077 Jalmat
58-228 Santa Fe Federal {1 6054 Jalmat
58-230 Custer State #1 6108 Jalmat
53-235 J. K. Rector {1 6135 Eumont Yates
58-260 BB & S Bates #1 6076 Jalmat
586-~-270 Fluor Harrison #1 5044 Jalmat
58-271 Federal Jalmat Com {1 6066, 6132 Jalmat
58-344 North Shore Woolworth #5 6065 Jalmat
58-353 El Paso Wells Federal #1 6054, 6066 Jalmat
58-372 Samedan Hughes Federal {1 6100 Jalmat
58-395 South Empire State #1 875E Empire Morrow
58-459 W. H. King #3 6037 Jalmat
58~492 Bates §#3 6076 Jalmat
58-504 Late-Thomas #3 6075 Jalmat
58-511 Late-Thomas #2 6075 Jalmat
58-512 Husky Woolworth ¢l 6065 Jalmat
58-522 B. M. Justis #10 6076 Jalmat
58-540 Shell State #5 608H Jalmat
58-55) Ellen Weir #1 853G Eumont Yates
58-561 Munn Harrison {1 6087 Jalmat
58-564 Justis Christmas Gas U §1 6076 Jalmat
58-581 Langlie Jal Federal {1 8658 Jalmat
58-593 otis L. Jones #2 6037 Jalmat
58-630 Munn Harrison B §1 6150 Jalmat
58-638 Toby #3 6073 Jalmat
58-646 Byrom Williams #1 8199 Eumont Yates
58-655 Woolworth #1 6060 Jalmat
58-662 State A 20 #4 6147 Eumont Yates
58-667 Courtland Myers §#9 6087 Jalmat
586-687 Langlie A #2J 6108 Jalmat
58-696 Woolworth N.S. #6 6065 Jalmat

Txhibit A
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El Paso El Paso

Meter No. Well Name Contract Code Pool
58-698 Wells B-5 §2 6066 Jalmat
58-~706 Legal #5 6068 Jalmat
58-715% Lankford #2 6118 Jalmat
58-716 Winningham #8 6087 Jalmat
58-732 Wells Federal {15 6066 Jalmat
58-736 E.J. Wells #16 6066 Jalmat
58-745 Wells Federal #17 6066 Jalmat
58-754 Wells Federal #18 6066 Jalmat
58-757 Wells Federal #19 6066 Jalmat
58-759 W.H. King #4 60137 Jalmat
58-771 Olsen-Blinebry #2 6087 Jalmat
58=-772 Holt-Mexlco State Com #1 6025 Jalmat
58-774 E.E. Jack #5 6069 - Jalmat
58-779 H.S. Record #9 6131 Ealmat
58~-782 Carlson~-Harrison Fed. Com #4 6066 Jalmat
58-790 . Carlson-Harrison Fed. Com #5 796B, 6054 Jalmat
60-186 Olsen~Blinebry §1 6087 Jalmat
60-213 Mattie James {1 6087 Jalmat
60-226 Emery King NW #1 6087 Jalmat
60-227 Emery King SE #1 6088 Jalmat
60-257 Lankford #1 CS 6118 Jalmat
60-270 Otis L. Jones #1 6037 Jalmat
60-299 E.E. Jack #1 6069 Jalmat
60-405 B.A. Christmas 2 6067 Jalmat
60-4137 Late Thomas {1 . 6075 Jalmat
60-544 Hodge §2 6068 Jalmat
60-555 Courtland Meyers #2 CS 6087 Jalmat
60-559 State A 20 #1 6147 Eumont Yates
60~666 Wells Federal #1 6066 Jalmat
60-705 Wells Federal #4 6066 Jalmat
Exhibit "A"

Page 2



El Paso El Paso
Meter No. Wall Name Contract Code Pool
60-781 E.J. Wells #13 6066 Jalmat
60-81) Cooper G SW/4 #1 6087 Jalmat
60-862 Carlson Harrison Federal Com 1l 6066 Jalmat
60-874 Annie Myers B f2 6087 Jalmat
60-936 Wells Federal #2 6066 Jalmat
60-945 Elliot B6 #1 CS 6099 Eumont Yates
60-949 Wells Federal §3 : 6066 Jalmat
60-951 Crosby #1 6099 Eumont Yates
60-981 H.T. Mattern #1 6029 FEumont Yates
61-064 Wells Federal #11 6066 Jalmat
61-104 Annie Myexrs B #3 YT 6087 Jalmat
61-284 Emery King Nw #4 6087 Jalmat
61~-711 Cooper State §1 6025, 6059 Jalmat
61-880 Etz #1 . 6150 Jalmat
61-960 R.H. Huston, Jr. {1 6071 Eumont Yates
61-976 Cooper B #3 6087 Jalmat
61-999 Highland State {1 618B, 6077 Jalmat
68-249 Winningham #9 6087 Jalmat
58-060 Justis State #1 and #2 779A Langlie-Mattix
58-233 Odessa Langlie #1 740C Langlie-Mattix
58-358 Terra-Carlson Federal #1 6054 Langlie-Mattix
58-400 Terra-Barlson B Federal #1 6054 Langlie-Mattix
58-747 D.B. Boren #3, 4 CPD 6126 Eunice South
58-773 Carlson Federal #4 6067 Langlie-Mattix
58-789 Carlson Federal ¢5 6067 Langlie-Mattix
58-801 Citgo "LM" State {1 6025 Langlie-Mattix
58-802 Ccitgo "as" §2, 3 6025 Langlie-Mattix
61-773 Citgo “SE" State {1 6025 Eunice South
61-808 Citgo LM State §2 6025 Langlie~Mattix
61-827 Citgo SE State {#2 6025 Eunice South
61-850 Cities Thomas #3 : 6026 Langlie-Mattix

Exhibit "“A"

Page J
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El Paso El Paso
Meter No. Well Name Contract Code Pool

61-861 Adele Sowell {#1 6026 Langlie-Matix
61-862 Fowler State #1 6059 Langlie-Mattix
61-895 Adele Sowell #2 6026 Langlie~-Mattix
61-905 Fowler State §2 6059 Langlie~Mattix
64-041 Wells #12, #13 4059 Langlie-Mattix
64-053 State U.T.P. #1, 2 Battery 4060 Rhodes 0{i1l
64-113 E.C. Winters §2 4083 Jalmat 0il
64-146 Gregory A #8 4185 Langlie-Mattix
68-059 Henry Harrison §1 6145 Langlie-Mattix
68-064 Etz #2 5094 Jalmat 01l
68-065 Gulf Eddie Corrigan #1, #2 5105 Langlie-Mattix
68-075 Moore State #1 5137 Eumont 0il
68-116 R.H. Huston #2, #3 5173 Eunice Monument
68-132 R.H. Huston, Jr. #4 5173 Eunice Monument
68-142 Etz #3, 14 5094 Jalmat 04l
68-182 Gutman #1 5313 Eumont 0i1l
68-183 Gutman #2 5313 Eumont 0il
68-247 B.M. Justis #12 4127 Jalmat 0il .
68-251 Janda J #5 4100 Jalmat 04l
68-258 Gregory B #2 6087 Rhodes 01l
Meter No. Well Name Contract Code Gas Type

58-142 Wilson State #1 634B DG
60~188 Wells B-5 {1 6066 DG

60-189 H.S. Record Unit #1 6131 DG

60-7137 B.M. Justis A §1 6076 DG
60~-760 Winningham #1 6087 DG

60-770 Cooper B #2 6087 DG

Exhibit “a"
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Page 5

Meter No. Well Name Caontract Code Gas Type
60~-811 van Zandt #1 6087 DG
60-969 carson Federal #2 6067 CHG
60-984 Carson Federal #3 6067 CHG
61-114 Langlie A State {§2Y 6108 DG
61-989 Boren & Greag As Unit §2 6126 DG
63-499 R.0. Gregory #1, 3 4115 CHG
63-538 Eaton #2, 15, #7 4185 CHG
63-708 Farnsworth 4 #1-5, #7-14 4533 CHG
63-761 Myers B #1, 3 4533 CHG
63-778 Gregory C #2 3 QN 4700 CHG
63-878 carlson Federal {1, 2 4115 CHG
63-921 Eaton SW #8, #9, #10, #11 4185 CHG
61-986 Eaton #12 4185 CHG
64-141 Cooper B #5 4185 CHG
68~001 Cities Thomas §1 5014 CHG
68-006 S8.R. Cooper #2, #3, #4 4991 CHG
68-010 S.R. Cooper A #1, A {2 4991 CHG
68-044 Cities-Cone #1 5081 CHG
68-048 Cities Thomas #4 5078 CHG
68-066 J.W. Cooper #7 5100 CHG
68-067 Eaton B Acct 1 {1 5040 CHG
68-068 Eaton NW #14-17 5040 CHG
68-128 Gregory B #1 5085 CHG
68-231 Farnsworth Federal {1 730K CHG
68-232 Cities Thomas #2, #5 5014 CHG
63-550 Eaton SW #3, #4 4185 CHG
63-499 R.O. Gregory A #5, 7 4115 CHG
,60-824 E.C. Winters {1 6032 DG
60-243 W.H. King #1 6037 DG
68-243 carlson Harrison Fed's Com #2 6066 DG
60-736 Bates {1 6076 DG
Exhibit "“A"




DOYLE HARTMAN
Oil Operator ;

S00 N. MAIN
$.0. BOX 10426

MIDLAND, TEXAS 79702

{915) 684-4011
October 6, 1987 L <iq

Mr. Garold Bowlby, CPA
2221 West Lindsey, Suite 216
Norman, Oklahcma 730869

Dear Mr. Bowlby: CE
In response to our recent telephone conversations, I am
enclosing the following data:
. Joint Interest Account Analysis ¢ 33,577.95 (08-31-87)
. Payout Status on Carlson Federal #4
. Payout Status on Carlson Federal #5 i
Our accounts are now and have always been open for a
standard joint interest audit by any joint interest owner.
If you would prefer to preform a joint interest audit of
these accounts, please feel free to contact me and we will

arrange - a mutually suitable time (during regular office i
hours) for such audit to be performed.

Sincerely,

g

Ben Wilcox

"BW/kb

Enclosure HARTMAN EXHIBIT 28
cc: Don Maddox



l! T INTIREST ACCOUNT ARALYSIS
1" WOKIRD OLSEX #TTi48

"! BECINEIN , SIVICE  TOTALLOR  EHDING
] BAUCE  [OR CRLARGES  ADVOSTMENTS ©  CHARGE BDSA BN
sl H 0.00 197.2% 197.% 197.%
18314 197.% 20,71 209.71 106.97
1 %97 198.08 1.97 200.05 §07.02
Ry §07.02 197.3 L0 20144 $08.46
et 808. 45 192.93 5.1 199.00 100750
1 - 1,01.50 360 -5098.7 20360 {3,87.66)
H & O.87.6) 19080 8912 19080 5,280.40
1S 5,81.40 208.18 20.18  5,489.58
53145 5,489.58 2M.13 52.81 WM 57652
64 5,156.52 205.91 55.40 BLA 6,008
T BB 12 B2 %63 I
33185 6,214.16 199.99 60.76 26075 6,591
g 5.9 1,066.04 .3 L1997 7,662
| 145 16028 8,50.12 65.98 857410  15,208.3
125 16,238.38 81.97 7.0 5.1 10,2038
23145 11,203.65 §19.25 163.16 LAl 11,9506
1 11,956.06 23.57 1.7 W33 18,3539
.8 18,353.39 260.65 175.50 G616 18,789.55
16 B79.55 188569 183.05 2,088  20,858.%
e 20,858.23 303.91 189.73 G360 2,318
TR 21,351.87 249.13 210.47 620 21,802.07
-30-86 21,812.00 788. 14 .62 L0076 22,815.83
1 2,815.83 393.50 20.27 6117 23,429.60
ﬁ + 23,029,650 385.24 230.36 615.60  24,045.20
" 24,045.20 109.28 236.59 65.87 2,807
10-31-85 24,6307 4.4 202,81 6825 25,3132
if 5,132 397.36 249.33 §6.69 26,0001
O %,020.01 436.32 26.23 69255  26,713.5
Iy 2,113.56 595.11 TR 86.5¢  27,572.10
M 27,5110 100.81 265.40 6620 28,2031
4 BB L WAl LI585 29,603.96
L 2055.95 5149 285.10 86005 30,494.02
s-,n-n 30,3402 452.13 299.19 B2 3,4
4 3,253 501.83 307.93 80976 32,035.10
1 ol 22,035.10 2.19 315.33 9.2 22
R 32,4322 1.2 : 323.50 WL BIE
!
|

s 4,178.07 5,538 29,702.45

-3-2-15 Olsen’s account mas credited with revenue received from 1 Paso.
4 ock in the amount of $3887.66 was issued. This was the excess
re..ms over joiat interast expenses to that date. MNr. Olsen

cashed this check. In the following month, X1 Paso deducted the munt
" iously paid, and paid it directly to Olsen.

3-31-85
_Jo ~arrect the previous moath’s joint interest srite-off, $5,086.60, and
¥ od the cashed check of $3387.65.

\



%i.. ITIREST ACCOURT AMALYSIS

L BOARD OLSEH 577148

GHSM?2  CAMSOR3  TOML  SERVICE  TOTAL LOE
N L0 COARGES  LOK CANMGES  LOD CAMGGES  CHARGE I s
st 1.2 91.26 197.2
111 .71 209.71 209.71
u] BT 198,08 198,08
el 197,35 197.95 - 197.35
1—1 5 9.9 192.93 192.93
& 203,50 203,60 203.50
L8 194,80 194.80 194.80
L8 208,18 208,18 Cus18
5 % 2413 213 52.01 2%5.94
6-do-ts 205.91 205.91 5.40 %191
145 198.21 198.21 .12 263
o 199.99 199,99 80.76 20,15
oo 106600 1,085.04 0.0 1,190
10-31-85 L5012 8.508.12 5.9 857410
' HS 897,97 897,47 .50 915.91
2 579.25 579,25 163, 18 U241
L1486 23.51 .51 113,76 3.3
! & 20,66 20,66 175,50 436, 16
ek LAS.6 1,856 18305  2,068.68
3% 203,91 303.91 189.73 193,54
5-; % 23.73 29.73 210.47 1§0.20
i 8% 581, 14 207,00 .14 .6 00076
1914 186,31 25. 19 393.50 20,21 §1.11
38 188,69 196.55 35.24 20,3 15,60
o & 190,69 217,59 109.28 236.59 645,87
0318 L7 8.6 0.4 2041 §63.25
{1045 194.15 212,61 7.3 29.33 646,69
2 A4 209.12 225,60 136,32 26.23 692,55
11147 24.05 00.92 §95.11 0.1 85854
2 41 196,39 0402 100,81 %540 665,21
+ & w0 w5 L, Ml 1,35.65
R 23,54 L0 514,96 2. 10 860,06
B .13 20.00 0.1 29,19 e
o 26.98 %5485 50183 0.9 809.76
hu Ul w3 315.33 15,12
c-lm 26,68 21455 2L 323,50 wn
ro'l"s LRLE WSS 0T 55121 29,690.28



1) oRAD OLSEY

6 27148

eS8 2 LOK CRARGES RIS
SO6 3 10K CRARCES 19,85.24
/108 CRARGE 5,512.21

CECY ISSURD I ERROR ¢ 3,887.66
X1 0N | 3,579

t! 4-85 CHECK (COPT ATTACHED) ISSUED BY EARTHAN.
'S REVERUE ESTTED AGAIEST HIS ACCOUNT.
BPRYER, 1L PASO PALD OCSER ALSO.
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_DOYLE HARTHAN, DIL OPERATOR
4 STATUS OF PAYOUT ACCOUNT

CARLSON FEDERAL M

CUKULATIVE CUNULATIVE NET 1 PAID
DATE £0STS HET REVENUE POSITION out
09-85 §27,333.86 (527,333.86) 0.002
10-85 580,962.5¢4 33,949.10 1547,013.44)

TOTAL 1,108,298.40 33,949.10 {L,01,347.30) 3.041
11-85 5,152.80 2,580.02 12,572,78)

TOTAL 1,113,449.20 38,529.12 (1,076,920.08) 3.281
11-85 ADI, - 33,75%.84 33,753.84

TOTAL 1,113,449.20 70,282.95 {1,043, 166,241 8311
12-85 25,127.09 35,193.19 10,066.10

ToTAL 1,138,575.29 105,476.15 (1,033,100, 14) 9.261
01-84 12,901.27 14,156.88 31,265,681

TOTAL 1,151,477.5 149,843.03 11,001,834.53) 13.001
02-86 10,912.80 35,534.45 24,621,84

TOTAL 1,162,390.14 185,177.49 (977,212.47) 15.932
03-86 18,882.12 14,982.48 (3,899.64)

I | 1,181,272,28 200,159.97 1981, 112.31) 16,941
04-86 1,965.13 8,232.41 6,265,280

TOTAL 1,183,238.41 208,392.36 (974,848.03) 17.611
05-85 7,807.43 14,086.,71 5,219.28

TOTAL 1,191,045.81 222,479.09 1948,565.75) 18,481

: 04-84 3,23.47 7,515.14 4,311.57

TOTAL 1,1%4,280.01 230,024.83 (943,255,181 19,261
07-84 3,214.0 §,785.91 3,509.84

TOTAL 1,197,555.08 236,810, 1940, 745, 34) 19,771
08-85 3,780.52 4,570.83 790.31

T0TAL 1,201,335.60 211,381.57 1959,955.03) 20,091
09-85 11,977.95 1,990.42 (,987,53)

TOTAL 1,213,314.55 245,371.99 (955,942.56) 20.311
10-85 4,584.45 §,376.80 1,792.35 :

T0TAL 1,217,899,00 252,748.79 1355, 150.21) 20,751
11-84 2,300.24 1,324,90 1,982,84



DOYLE HARTHAN, GIL OPERATOR
STATUS OF PAYOUT ACCOUNT

CARLSON FEDERAL M4

CUNULATIVE

. CUNULATIVE NET 1 PAID
PATE £0sTS NET REVEUE POSITION our
TOTAL 1,220,243.24 257,075.69 1933,187.55) 21,071
12-88 5,949.78 3,708.17 (2,241.81)
" TOTAL 1,225,193,02 240,783.86 195,409, 16) 2.2m
01-87 5,971.12 4,053.88 12,917.24)
TOTAL 1,233,164.14 264,837,714 198,325,401 2.481
02-87 1,844.15 3,380.28 (1,463.87)
TOTAL 1,238,008.29 248,218.02 (949,790.27) 2A.87
03-87 4,550.32 2,754.9% 3,793.35)
ToTAL 1,244,558.41 270,971.98 (973,583,483 AN
04-87 7,773.40 3,640.36 3,429.04)
TOTAL 1,251,832.01 274,619.34 1977,212.67) 20,941
05-87 2,990.51 9,443.34 §,452.83
TOTAL 1,251,822.52 284,062.48 (370,759.84) 22,841
11-85 ADJ, 6.00 (79.23) (79.23)
TOTAL 1,250,822.52 283,983,435 1970,839.07)

22,431



ToTAL

TOTAL

TOTAL

ToTAL

TOTAL

TOTAL -

TOTAL

TOTAL

TOTAL

T0TAL

TOTAL

TOTAL

TQTAL

TOTAL

TOTAL

CARLSON FEDERAL ¥4

¥ell Costs
Intangible Brilling Costs Lease Lease & Nell Lease
Brilling at 3001 - ang Well Equip. at J00Y Operating
Jate Losts Payout Equipaent - Payout Expense Total
09-85 128,524.51 385,573.53 38,377.89 115,133.47 26,626.88 §27,333.8¢
10-85 155,928,035 447,784 .15 32,948.41 98,845.23 14,333.16 580,982,584
. 284,452.54 853,357.48 71,326.30 213,978.90 40,959.82 1,108,294.4¢
11-85 530.43 1,591.89 3,580.9! 3,152.8¢
284,981.19 854,949.57 11,326.30 213,978.90 44,520.73 1,113,449, 2
12-83 30.04 §0.18 25,035.91 25,127.0'
285,013.23 855,019.73 11,326.30 213,978.90 69,957,484 {,138,578,2
01-84 1,890.00 5,670.00 7,231.27 12,901.2
285,013.25 8553,039.75 13,218.30 219,448,906 15,788.91 1,151,477.5
02-84 10,912.80 10,912.¢
285,013,25 55,039,785 73,214.30 219,648.90 87,701,531 1,182,390.1
03-84 4,315.93 12,942.7% . 5,934.33 18,882.1
265,013,238 B55,039.75 71,532.23 232,594.49 93,635.84 1,181,272,%
01-84 1,966.13 1,988,
283,013,253 ' 855,039.75 17,532.23 232,595,489 95,801.97 1,183,238.-
05-B5 ' 1,807.43 1,807,
285,013.25 855,039.75 11,532.23 232,595,489 103,409.49 1,191,045.¢
04-84 3,241 3,234,
285,013.25 855,039.75 17,532.23 232,595,469 104,843.57 1,194,280,
07-86 . 3,278.07 3,258,
285,013.25 855,039.75 77,532.23 232,595.89 109,919.84 1,197,558,
08-84 3,780.52 3,780,
285,013.25 855,039.75 171,532.3 232,535,489 113,700,148 1,201,335,
09-84 2,181.50 8,544.50 5,433.45 11,977,
285,013.25 B33,039.73 79,713.73 239, 141.19 119,133,481 1,213,314,
10-84 1,384.45 4,584
: 285,013.25 855,039.73 19,1313 239, 141,19 123,718.06 1,217,899
11-84 2,34.214 2,344
285,013.25 855,039.75 19,713.73 239, 141.19 1256,062.30 1,220,243
12-86, 5,949.78 5,949
'263,013.25 855,039.75 79,713.73 239, 141,19 132,012.08 1,226,19°
01-87 8,971.12 b,9



i
TOTAL
oL
oA
ToTaL

TOTAL

Intanglble

3 CARLSON FEDERAL
’ Wel) Costs

Brilling Casts Lease Lease & Well Lease
Brilling at 3001 and Nell Equip. at 300 Operating

hate Costs Payout - Equipaent Payout Expense Total
. 285,013.25 B55,039.75 J9,13.13 239, 141,19 138,983.20 1,233,154.14
02-87 4,844.15 4,8(4,15
285,013.25 855,039,753 19,713.73 29,141,19 143,821,315 1,218,008.29
03-87 $,530,32 6,350.32
. 265,013.25 855,039.75 79,713.73 239, 141.19 150,377.87 . 1,244,558.41
04-87 1,273.40 127340
285,013,23 855,039.73 79,113.13 219,141.19 - 157,451.07 1,251,832.01
05-87 2,990.51 2,999.51
285,013.25 855,039.75 19,7113.13 239,141.19 160, 441,58 §,254,822,5:
04-87 20,394.26 20,30, 2%
283,013.25 835,039.73 19,7113.13 239,141.19 181,033.84 1,275,214,7¢



TOTAL

TOTAL

TOTAL

TOTAL

TaTAL

TOTAL

ToTAL

T0TAL

TOTAL

TOTAL

TOTAL

TOTAL

TOTAL

T0TAL

CARLSON FEDERAL H4
REVENUE COSTS

LESS NET
;o EROSS PRODUCT 10K NET 12500 OF APPLIED
BATE VALUE TAY VALUE 6ROSS 10 P10
10-85 12,732.73 3,004,10 39,228.13 5,2719.03 33,949.10
11-85 3,083.50 18.39 2,945.51 385.49 2,580.02

15,316.13 3,122.49 12,1938 5,864.52 38,529.12
11-85 ADJ. © 42,520.45 3,451.55 39,048.90 5,315.06 33,753.84
87,836.58 8,574.04 81,262.54 10,979.57 70,282,497
12-85 4,45, 4 3,49.57 40,748.87 5,555.48 35,193,19
_132,282,02 10,270,481 122,011.41 18,515.25 105,478, 14

01-85 55,770.84 1,832.81 " §1,130.23 5,973 CA4,085.88 -
189,052.85 14,903.22 173,149,584 23,506, 41 149,443.03
02-8 44,863.32 3,720,95 1,142.37 5,807.92 35,5344
232,916.18 18,624.17 214,292.01 29,114.52 185,177.49
03-B4 18,858, 40 1,518.82 17,339.78 2,357.30 14,982.48
_251,774.58 20,142,79 231,631.79 3,471.82 200,159.97
04-88 10,350.58 83310 9,527.48 1,295.07 8,232.41
" 282,1%5.18 20,975.89 241,159.2 32,764.90 208,392.38
05-86 17,726.24 1,423.75 16,302.49 2,215.78 14,086.7
279,841.40 22,399, 84 257,481.74 34,982.48 222,479.09
05-84 10, 149,68 £,335.23 8,814.45 1,248.71 7,545.14
290,011,08 23,734.87 246,276.21 38,251.39 230,024,83
07-8 9,171.5 1,239.24 7,932.35 1,148.45 §,785.9
299,182.84 24,974.08 - 274,208.56 37,397.83 234,810.73
08-8 §,202.49 855.35 5,35.14 7531 4,570.83
305,385.13 25,830.43 219,554.70 38,173.14 241,381.58
09-86 6,736,868 §04.35 5,832.53 842,11 1,990.42
312,122.01 26,734.78 265,387.23 39,0(5.25 244,371.98
10-85 8,408.33 1,155.49 7,452.84 1,076.04 8,376.80
320,730.34 27,890,27 292,840.07 10,091,29 252,748.78
11-86 8,131,814 1,038.4 5,093.18 766.48 4,32.90

. 325,862.18 28,928.73 297,933,145 10,8577 257,075.48
12-85 5,106.05 759.42 $,346.43 AR 3,708.17



TOTAL

TOTAL

TOTAL

TOTAL

TOTAL

TOTAL

TOTAL

CARLSON FEDERAL K4
REVENUE CDSTS

LESS NET
EROSS PRODUCT 10K NET 12500 OF APPLIED
DATE VALUE TAY VALUE - 6ROSS 10 P/0
331,968.23 29,488.35 302,279.88 11,495.03 240,783.85
01-87 5,551.97 804,09 §,747.88 594,00 4,053.88
337,520.20 30,492.44 307,022.7% 12,190.03 24,8571
02-87 4,507.03 563.37 3,043.46 . 583.38 3,380.28
342,027.23 31,055,081 310,971.42 12,753.40 248,218.02
03-87 3,704.03 187,07 3,219.9 463,00 2,756.54
345,731.2% 3(,512.88 304,191.38 13,2154 270,974.97
04-87 4,929.25 548,73 1,240.52 b16.16 3,644.36
350, 480,51 32,211.41 318,451.90 13,832.56 274,619.34
05-87 11,864.45 955.55 10,928.99 1,485.5¢ 9,143.34
362,544.9 33,147.18 329,380,80 15,318.12 284,062.58
11-86 ADJ. (96.93) 5.58 191.35) (12.12) (79.23)
362,448.03 3,1002.14 329,289.45 15,306.00 283,983.45



. DOYLE HARTNAN, OIL OPERATOR
. 3 STATUS OF PAYOUT ACCOUNT - .

CARLSON FEDERAL #35

CUHULATIVE CUHULATIVE NET 1 PAID

12-85 908,614.23 1908,414.23) 0.001
01-86 - 45,163.15 (45,163.15)

TOTAL 953,777.38 0.00 (953,777.38) 0.001
02-85 10,500.93 ' (10,500.93)

TOTAL 9:4,218.31 0.00 (954,278.31) 0.001
03-84 2,143.19 40,994.59 38,651.40

TOTAL 956,421.50 10,994.59 (925,426.91) 1241
04-85 1,597.30 31,445.20 29,847.90

TOTAL 9:8,018.80 72,439.79 (895,579.00) 7.481
05-85 1,29.57 27,849.44 26,579.87

TOTAL 949,308.37 100,309.23 188,999, 14) 10,351
06-84 1,247.39 10,249.78 9,002.39

TOTAL $70,555.75 110,559.01 (859,995.75) 1390
07-84 1,007.94 9,562.27 8,554.33

TOTAL 971,563.70 120,121.28 1851,442.42) 12,361
08-84 1,718.47 8,741.56 7,023.09

TOTAL $73,282.17 128,852.84 1844,419.33) 13,24
09-84 1,485.90 8,593.10 6,907.20

TOTAL 974,948.07 137,455.94 1837,512.13) 14,102
10-85 954,29 8,282.32 7,328.03

TOTAL 975,922.3 145,738.2 (830,184.10) 14,931
11-84 2,844.15 3,899.88 1,055.73

TOTAL 978,765.51 149,838, 14 (829,128.37) 15.292
12-85 1,080. 14 §,157.39 5,077.25

TOTAL 979,845.45 155,795.53 {824,051.12) 15.901
01-87 1,123.00 5,889.43 4,766.83

T0TAL 980,959.55 161,685.15 1819,284.49) 16,482
02-67 882.84 §,121.21 5,230.55

TOTAL 981,852.31 167,806.37 (814,045.94) 17,091
. 03-87 1,088.17 8,515.31 5,451, 14



e R

L T )

T0TAL

TOTAL

TOTAL

TOTAL

DOYLE HARTHAN, OIL OPERATOR
STATUS OF PAYOUT ACCOUNT

CARLSON FEDERAL 835

CUNULATIVE CUNULATIVE HET 1 PAID

982,916.48 174,321.48 (808,594.80} 1.4
04-87 1,011.28 5,235.14 4,223.85

983,927.7% 179,554.82 (804,370.94) 18,251
05-87 1,178.07 12,887.28 11,709.2

983,105,83 192,444.10 (792,861.73) 19.341
11-86 AbJ. 0.00 2,329.83 2,329.83

985,103.83 194,773.93 {790,331.90) 19.7711



T0TAL

T0TAL

voTAL

TAL

TAL

TaL

1AL

I"TAL

OTAL

TOTAL

TOTAL

LH\L
l IaL

lm.

CARLSON FEDERAL 15

) Nell Costs
Intangible Brilling Costs Lease Lease & Well Lease
Brilling at 3001 and Well Equip. at 3001 Operating
Date Costs Payout Equipaent Payout Expense Total
12-B5 238,976.%0 715,930.70 34,953.35 184,840.05 24,823.48 908,5614.23
01-85 111,210.10) 33,830.30) 22,458, 14 §7,974.42 §0,819.03 45,183,135
227,756.80 £83,300.40 77,611.49 232,834.47 37,642.51 953,777.38
02-B4 1,670.22 5,810,864 4,890.27 10,500.93
229,431.02 488,911,048 77,811.49 232,834.47 42,532,718 944,278.31
03-88 2,143.19 2,143.19
229,437.02 488,911.08 17,811.49 232,834.47 44,675.97 984,421.30
04-b¢ 1,597.30 1,597.30
229,437.02 488,911,048 17,611.49 2312,834.47 456,273.27 968,01.8.80
05-84 1,289.57 1,289.57
229,437.02 688,911,046 17,811.49 232,834.47 47,562.84 969,308.37
05-84 1,247.39 1,247.39
22%,437.02 488,911.08 17,611.49 232,834.47 48,810,23 970,555.74
07-85 1,007.94 1,007,94
229,437.02 688,911,048 17,611.49 232,834.8 i9,818.,17 971,383.70
08-84 1,718.47 1,718.47
229,437.02 488,911,065 77,611.47 232,834.47 51,536.64 973,282.17
09-84 1,683.90 1,485.90
229,437.02 488,911,058 77,811.49 232,834.4 53,222.54 974,948.07
10-84 954.29 954.29
229,437.02 488,911.04 77,5118 232,834.47 54,174,83 925,922.34
11-86 2,844,15 2,844,15
229,437.02 488,911.04 77,811.49 232,834.47 57,021,989 978,784.51
12-84 £,080.14 £,080.14
229,437.02 4B8,911.06 77,811,489 232,834.47 58,101.12 97%,8456.45
01-87 1,123.00 1,123.00
229,437.02 488,911.08 77,811,489 232,834.47 §9,224,12 980,949.45
02-87 . 082.44 882,44
229,437,02 488,911.05 77,811.49 232,834.47 40,106.78 981,852.31
03-87 1,084.17 1,084.17.
229,437,02 489,%11.08 17,811.49 212,834.47 81,170,935 982,914.48
04-87 1,011.28 1,011.28

~~ -



]

P N

TOTAL

TOTAL

TaTAL

TOTAL

T0TAL

TOTAL

TaTAL

TOTAL

T0TAL

TOTAL

TOTAL

TOTAL

T0TAL

TOTAL

CARLSON FEDERAL 15
REVENUE COSTS

LESS NET
6ROSS PRODUCTION NET 12500 OF AFPLIED
6ROSS '

03-88 12,802.27 3,585.76 39,214.51 5,350.28 33,868.23
03-84 ADJ. 8,520.43 327.19 8,193.44 {,065.08 7,128.38
51,322.90 3,912.95 17,409.95 8,415.36 10,994.59

04-85 39,382,37 2,996.87 36,345.50 1,920.30 3,445.20
90,585.27 5,909.82 83,775.45 11,335.46 72,839.79

05-8 34,862,469 2,852.91 32,229.78 1,360,34 27,889, 44
125,567.9 §,562.73 115,005.23 15,495.00 100,309, 24

06-85 13,807.22 1,856.54 11,950,468 1,700.90 10,249.78
139,175.18 11,219.27 127,955.91 17,395.90 110,559.00

07-86 12,652.43 1,508.51 {1,143.82 1,581.55 9,562.77
151,027.61 12,727.88 139,099.73 18,978.45 120,121.23

08-84 11,897.83 1,493.87 10,203.74 1,4562,20 8,741,534
153,525.24 11,221.75 14,303.4% 20,440.66 128,852, 8

09-84 11,239.82 1,21.57 9,998.05 1,404.95 8,593.10
174,764.86 15,483.32 159,301.54 21,845.81 137,455.93

10-85 10,847.59 1,209.41 9,438.28 1,355.96 8,282.32
185,512.55 16,472.73 168,939.82 23,201.57 145,738.25

11-85 5,520.34 930.42 4,509.92 690.04 3,899.8
191,132.89 17,403.15 173,529.14 23,691.41 149,838.13 -

12-86 8,217.72 1,085.62 7,192.10 1,034.72 5,157.39
199,410, 51 18,588.77 180,721.84 74,9233 155,795.51

01-87 7,882.93 1,007.93 5,875.00 935.37 5,839.43
207,293.54 19,596.70 187,595.84 25,911,489 11,885,15

02-87 8,097.44 984.07 7,133.39 1,012.18 8,121.21
215,391,00 20,550.77 194,730.23 26,923.88 17,806, 3

03-87 8,850. 04 1,053.49 7,59.57 1,081.28 5,515.31
224,041.04 21,714.26 202,325.80 28,005.13 174,321.47

04-87 8,950.45 845.50 £,103.95 BL3.81 5,235. 14
y 230,991.51 22,550.76 208,430.75 28,873.94 179,55.81

05-87 15,103.89 1,203.62 14,900,727 2,012.99 12,887,728




CARLSON FEDERAL 45

REVENUE COSTS

LESS NET
GROSS PRODUCTICH NET 12500 OF APPLIED
BGROSS
T0TAL 247,095.40 23,764.38 223,331.02 30,6886.93 T 192,444,100
11-88 AN, 2,348 220.57 2,4%4.17 354.34 2,329.8)
TaTaL 250,010. 14 23,984.93 226,025.19 31,250.27 194,773.92



Garold BOW“)y | Nov. 9,1687

Howard Olsen
Box #32279 ' ;o
Phoenix, Az. 85016 A S

Dear Howard:

This is tentative and rough as to various items we may vant to—

challenge regarding Hartman's charges on the Carlson #4 & #35 wells.

We are also including a copy of the Carlson #4 Pooling Order.

CARLSON #4

(1) 9-13-85 Hauling 300 bbls.(bine?) water to Carlson £2 - we

think it was shut in at the time. S244.60

(2) 9-30-85 Chamco Equip. Co. - no supporting invoice f{or
$10,560.00 pumping unit. (Theyv prcbably put one

on but could never find an invoice..)

(3) 9-30-85 Hartman billed $1840.00 Drilling Cverhead under
Intangible Drilling Cost.
10-31-85 $5300.24 Producing Overhead.
A total of $7140.24

The court order allows $5,500.00 per month while
drilling. $1640.24 too much but the $1840.00 would
be recouped 3 times instead of one since il was

charged under IDC.

The New Mexico Conservation Division allow $530.00
per month however they only start charging us $517.10
-per month. This amount has been increascd cvery

April 1lst. We need for our attornevs to sav i is
HARTMAN EXHIBIT 29 P neys to say if this
increase is normal and proper in New ilexico. The

Suite 216 © 222} West Lindsey ® Norman, Oklahoma 73069 ® Ofc: (405)321-1898 e  Res: (305) 321-2067



(4) 9-30-85

(5) 10-31-85

(6) 12-31-85

(7) 2-28-86

(8) 2-7-86

(9) 12-31-85

CARLSON_#5

(1) 12-31-85

\ &7

order does not say to increase but this may be normal

in the industry in New Mexico.

$23.&55.24 Legal & Regulatory Charge. (They are to
mail us copies that make up this entry. As of 11-%-37
will be in mail to us on 11-10-87.)

$5300.24 Producing Overhead.
$2161.91 Legal & Regulatory.
(Copies of charges will be in mail to us 11-10-87)

$1709.53 Legal & Regulatory - Atwood, Malone, etc.
Legal research Hartman v Olsen. This appears to
be for research because of no operating agreement
with you on #2 & #3. (See #5 well.)

$900.00 Legal & Regulatory charge. Arbitary billing

Of Airplane expense.

XL Trans. Co. Two charges of $1732.50 each te Curison
#3. #3 was crossed out and #4 was pencilled in. The
periods covered were 1-4-86 thru 1-17-86 1650 bbls
disposal water and 1650 bbls 1-19-86 thru 1-27-86.

Jack Fletcher-Consulting Fee-$9705.47 (9/7 thru 9/28)
(Seems high for a 4,000 ft. well)

D. Hartman - Drilling & Producing Overhead.

" LOE $5000.00
IDC 1049.18
$6049.18

New Mexico CTens~reation Division allowance $4300.00
per month while drilling and $480.00 while producing.
$1,249.18 too much but more important the $1,049.18

would be recouped three times since billed as IDC

They start charging us $550.00 in LOE instead of the



(2) 12-16-85

(3) 1-21-86

(4) 2-27-86

(5) 12-31-85

(6) 2-28-86

(7) 12-31-85

\J)

$480.00 and increase each April 1lst as noted above,
(Item #3 under the Carlson #4)

ANM Const. - Pad, Road, and place cellar $8,19%.33 fqr
Carlson Harrison Federal #5 charged to Carlson #5 in

error.

Joyce Willis - damages to run 2" plastic line from
Carlson #5 (Sec. 26) to Carlson #4 (Sec. 22). #4
is in Section #23 not 22. $400.00 charge.

Gene"s Well Service - inv. #10224 $1348.38 shows
Gregory #5 billed to Carlson #5 in error.

$1709.85 Legal & Regulatory - Atwood, Malone, etc.
(See Carlson #4 - exception #6.)

Legal & Regulatory $1,000.00 airplane expense.
Arbitary billing.

Jack Fletcher - Consulting Fee $4024.1% (12/10-12/19)
(See Carlson #4 - exception #9)

Also, as we have discussed earlier, they spent about $28,000.00

in September and October of 1985 for Transforzer. Rods, Pumping

Unit, etc. on the Carlson #3 without notifyinz vou.

If you need additional information, please advise.

GB/dwb

Copy to: T.

Very truly ryours,
/
d

Ca%£%7 Bowlbry

Calder Ezzell Jr.

Hinkle, Cox, Eaton, Coffield, & Hensley
Roswell, N.M.



hELL NAME CARLSCN FEDERAL

| CATE

LCYLE FARTMAN. 1L CPERATGHS
WELL EILE DCTAIL SHEET

FCR The PONTE EANDING SEFTEMHER 30, 19ES

| LEASE OPERAIING EXPENSE - aLP

l 6/3C/85 FUHPI&G UNITS SERVIC

§/3C/85

TAHOE CRILLLING CCrPa

TOTAL LEASE COFCRATING EXPENSE - A(F

304
ifﬁ?;sase OPERATING EXPENSE - JIp

ky) $/3C/85

l INTANGIBLE

| s/3cses
$/3C/85
| ercazes
| s/11785
€/3C/85
| /11785
! G/1¢/85
$/05/85
! s/3cs85
| s/73cse5
| 9/¢5/85
§/22/85
| ss22s8s
| S/2285
| §/23/85
$/21/85
"1)9/13/85
$/13/85
| ss2cs8s
| 972¢s85
|
I

IATAMGIBLE
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HARTMAN EXHIBIT 30

" Garold Bowlby e 16, 198

Howard Olsen o (i/ Ji
Box #32279 . o
Phoenix, Az. 85016 , .

Re: Carlson #4 & #5 i}
Letter Dated Nov. 9, 1987 - o

Dear Howard: -

As noted in my letter dated Nov. 9, 1987, three invoices were still to be mailed
to mg which T have now received and the andit results are as follows:

$-30-85 Doyle Hartman - Legal & Regulatory - $23,455.24

(1) The major item is the arbitary billing of aircraft
charges in the amount of $11,500.00 with no
support documents.

(2) A charge of $300.00 from Dale Lockett, Contract
Analyst - support documents could not be Jocated.

(3) Prepare drilling title opinion and examine abhstracts
in preparations for Case #0G-85-2214 Carlson Fed. #4.
7-31-85 Atwood,Malane,Mann,&Turner $.470.31

" i

8-30-85 " " 2426.77
8-20-85 Campbell & Black 901.92
(4) Various invoices show Carlson Fed. #2 and billed to #4.

7-6-85 Midland Map Co., Midland, Texas........ $77.80
7-26-85 0il Reports & Gas Serv.....ccoveevuuss 25.12
8-1-85 " ne e iietiecrcaeas 52.65
8-5-85 " ne b 43.26
8-8-885 " " " e ieetcenees s s s e 2.21
7-30-85 Wést TéMas ElecY¥. LYg Service......... 70.23

(only one invoice is for #4)
“(5) 7-31-85 Howard's Drafting Service, Midland $725.25
Invoice shows Sec. 23, T-25-N, R-37-E, the #4 legal
description is Sec. 23, T-25-s, R-37-E.

10-31-85 Doyle Hartman - Legal & Regulatory - $2161.91

(1) A payment of $300.00 to Joyce Willis for surface damages
iz the only invoice for #4. $1861.91 belongs to Carlson
Fed. #2 or to Carlson Harrison Federal #4 which is not
our well.

We still need to have our attorneys say if Hartman is entitled to $5500.00 flat
drilling overhead or is this per diem? They were only drilling for 18days.

Suite 216 @ 2221 West Lindsey ® Norman, Oklahoma 73069 @ Ofc: (405)321-1898 @ Res: (405) 321-206°



(2)

Per diem is customary in Oklahoma, $5500.00 = $183.33 x 18days?
) 30

If you need additional information, please advise.

Very truly yours,

Garold Bowlby
GB/dwb

Copy to: T. Calder Ezzell Jr.
Hinkle, Cox, Eaton, Coffield & Hensley
Roswell, N.M.
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. . CERNN ( el : &
Forn 200030 2 UNITED STATES :
Olns 1988) . . : ¢ FORM APPROVED ™~
D DEPARTMENT OF THE INTERIOR OMB NO. 1004-0034
¢ - BUREAU OF LAND MANAGEMENT Expires: August 31, 1989

TRANSFER OF OPERATING RIGHT S (SUBLEASE) IN A Lease Serial No.
LEASE FOR OIL AND GAS OR GEOTHERMAL RESOURCES '

Mineral Leasing Act of 1920 (30 U.S.C, 181 et 3eq.)

- Act for Acquired Lands of 1947 (30 U.S.C. 351-359) -

~ Geothermal Steam Act of 1970 (30 U.S.C, 1001-1025) WM-0766
Depnmmorﬂ:elnmerpptopmuonsAa.Fualel%l(QUSC 6508) :

: T!go or gdnt glalnl! in Ink and slgn in Ink, -

, PART A: TRAN :
1. Transferee (Sublessee)* Meridian 01l Production Inc. SFER B h
Street ’

801 Cherry St.
City, State, ZIPCode = Fort Worth, Texas 76102

*If more than one transferee, checkherel:landhstd\emme(s)andaddmss(s)ofllladdndowmfmonmemonhnformoro:u
scparate attached sheet of paper.

This transfer is for: (Check one) {2 Oil and Gas Lease, or O Geothermal Lease

Interest conveyed: {Check one or both, as appropriate) [X Operating Rights (sublease) [J Overriding Royalty, payment out of producuon or other
smular interests or payments

2. This transfer (sublease) conveys the following interest: _See Below

Land Description . . Pereent.of Interest .- - ". Percentof
Additional space o reverse, if needed. Do not submit documents or agrecments other than Owned Conveyed | Retained °’§f’i‘?iﬁl Royalty
this form; such documests or sgreements shall only be referenced herein, . Ru“ e:’""' l;::"'“ o
erv: vious|
. reserved
s b (3 4 e * coﬂ;med
1. T-25-S, R-37-E, NMPM 71.0938% 71.0938%Z -0- | None Unknown
Section 25: S/2 SW/4 and N/2 SE/4
Containing.160.00 acres, more or less
LIMITED TO those 1n£ewals from the surface to
4,000' subsurface .
2. T-25-S, R-37-E, NMPM 53.3203% 53.3203% -0~ | None Unknown
Section 23: SE/4 SE/4
Section 26: SE/4 NE/4
Containing 80.00 acres, more or less
LIMITED TO those intervals from the surface to
4,000' subsurface ’
£OR BLM USE ONLY—DO NOT WRITE BELOW'T HIS LINE
. THE UNITED STATES OF AMERICA
This transfer Is approved solely for administrative purposes. Approval does not warrant that either : : :
title to this lease. HARTMAN EXHIBIT 31

D Transfer approves effective APR 1 1989

e . MAINTENANCE UNIT
%A 5‘ ) M OR. CHIEF, LEASE

(Auhorized Officer) itle X
(Title MAR 8 & taon O



§ A (Comtiaued): ADDITIONAL SPACE for Names and addresses of additional transferees in Jiem No. 1, if necded, or for Land Description in ltem No. 2 if needed,

-

|

PART B: CERTIFICATION AND REQUEST FOR APPROVAL

. The transferor cenifies as owner of an interest in the above designated lease that he/she hereby transfers 10 the sbove transferee(s) the rights specified above,

2. Transferee cenifies as follows: (s) Transferee is a citizen of the United States: an association of such citizens: s municipality; or a corporation organized under the laws.
of the United States or of any Susie or territory thereof. For the transfer of NPR-A leases, transferee is a citizen, nationa), or resident alien of the United Staies or associations
of such citizens, nationals. resident aliens or private, public or mumcxpd corporations, (b} Transferee is not considered a minor under the laws of the State in which
the lands covered by this transfer are located; (c) Trmsferee s chargeable interesis, direct and indirect, in either public domain or acqmred lands, do not exceed 200,000
acres ia oil and gas options or 246,080 in oil and ga’ leases in the same State, or 300,000 acres in leases and 200,000 acres in opuons in each leasing District in Alaska,
if this is an oil and s lease issued in accordance with the Mineral Leasing Act of 1920 or 51,200 acres in any one state if this is 2 geothermal lease; and (d) All pariies
holding an interest in the transfer are otherwise in compliance with the regulations (43 CFR Group 3100 ér 3200) and the authorizing Acts.

(¢} Transferee is in compliance with reclamation requirements for all Federal oll and su leue lloldmgs as requtred by sec. 17(g) of the Mineral Leasing Act‘ and (§) Tmm' .
. feree is not in violation of sec. 4loflh=Mmenll.mmgAct ’ .

Transferee's ;igmun to this ampum constitutes acceptance of alf lpphclble terms, conditions, aipuhuons and restrictions pertaining to the lease described herein,
-Applicable terms and conditions include, but are not limited to, an obligation to conduct all operations on the leasehold in accordance with the terms and conditions of
the lease, to condition alt wells for proper sbandonment, to restore the leased lands upon completion of any operations as described in the lease, nnd to furnish and mainiain
such boad as may be required by the lessor pursuant to regulations 43 CFR 3104, 3134, or 3206. :

F«mmlm&n.uonuﬁumlq mynotbeleuﬂunm-founh(u)ofun percent of the value ofunput.aor;mlenhansopereemofme rate ofmynlty
4+ 10 the United States when this transfer is added 1o all previously created overriding royalties (43 CFR 3241).

Muhwmmwuanm.m.mdmwﬂlebesl.ofmykmwledgeandbeliefmdnumadeingoodfai!h.

i
mm_m_aydm:man .19_89 Executed this 'Id—'a.yorjarch . 19_B9

Name of Traasferor ‘ tman - MERIDIAN OIL PRODUCTION INC.
Transferee
or
Atorney-in-fact
(Transferor's Address) -
Midland, Texas 79701 .
City) (Suate) (Zip Code) )

*, . e

itle 18 U.S.C. Sec. 1001 makes &t 3 crime for any person knowingly and willfully to make 10 any Depaniment or agency of the United Siates any false, fictitious or fraudule-
stements ‘of representations as 10 any metter within *1>urisdiction, P
— —  — — — —— — ————— 3 . ==__—=#" .m=

EEIN




Initial Investment **S (NVESTMENT RECOVERY ***
Intangibte Lease and Lease and Total Initial Revenue Less Lease Net lncome Cumulative
orilting Uell Equipment tell Equipment Investment Prod.Taxes & Operating Revenue less Net Income

Date Costs Belou wel lhead Above wellhead Royalty * Expense L0E

09-85 131,696.03 38,377.89 . 0.00 3,55.14 (23,255.14) (23,255.14)
10-85 161,527.85 32,948.41 . 33,949.10 8,663.36 25,285,764 2,030.60
11-85 530.63 36,333.86 3,490.91 32,842.95 34,873.55
12-85 351.5% 35,193.19 24 ,645.42 10,547.77 45,421.32
01-86 1,890.00 43,505.08 7,181.27 36,343.81 81,765.13
02-86 35,002.91 10,842.560 24,160.31 105,925.44
03-86 £,315.93 14,765.53 5,864.33 8,901.20 114,826.64
04-86 8,113.40 1,896.13 6,212.27 121,063.91
05-86 13,884.13 7,737.43 6,146.70 127,190.61
06-85 17,966.51 3,164.17 14,800.34 141,990.95
07-85 16,270.31 3,206.07 13,064.24 155,055.19
08-856 11,019.33 3.710.52 7,308.81 162,364.00
09-86 2,181.50 11,990.99 5.363.45 6,627.54 168,991.54
10-86 Total Initial Investment 373,819.79 15,351.60 4,5164.45 10,837.15 179,828.69
11-86 . 14,388.02 2,274.24 12,113.78 191,942.47
12-86 10,574.73 5,879.78 4,694.95 196,637.42
01-87 521.57 6,901.12 €6,379.55) 190,257.87
02-87 11,107.6% 4, 77%.15 6,333.46 196,591.33
03-87 6,914 .43 6,480.32 4£34.11 197,025.44
04-87 9,210.42 7,203.40 2,007.02 199,032.46
05-87 9,4642.94 2,920.51 6,522.43 205,554.89
04-87 10,300.56 20,324 .26 €10,023.70) 195,531.19
or-a7 33,267.04 5,526.10 - 27,740.94 223,272.13
08-87 34,469.83 4,892.79 29,577.04 252,849.17
09-87 29,711.08 3,922.74 25,788.34 278,637.51
10-87 37, 91.21 5,381.36 32,409.85 311,047.36
11-87 - 34,901.49 2,717.06 32,184.43 343,231.79
12-87 35,153.59 7,792.73 27,360.86 370,592.65

Initial Irvestment (ess surface I!_.mw..n SSADENALYY PERICD™** .
200X times 48395 2= esseecuescoccecesccscccsscecneasccanonane caee waes
Amount ta recover : 664 ,967.90

01-88 33,661.28 2,2Nn.50  31,389.78 31,389.78
02-83 29,148.15 1,933.10 27,215.08 58,604 .83
03-838 32,795.88 1,409.56 31,386.32 89,991.15
04-83 29,.964.75 2,477.90 27,486.85 117,478.00
05-88 27,573.58 3,376.32 264,197.26 141,675.26
06-88 37,382.2% 3,104.03 28,278.18 169,953.44
07-88 30,037.40 1,776.70 28,260, 70 198,214.14
08-88 30,126.23 2,T47.96 27,376.27 225,590.41
09-88 27,319.38 5,620.17 21,699.21 247,209.62
10-88 26,770.76 3, 72.19 23,058.57 270,348,119
11-88 25,793.77 1,827.10 23,966.67 294,314 .86
12-88 27,039,799 1,867.14 25,172.65 319,487.51
1-89 26,101.12 1,270.13 &5,520.99 345,008.50
2-89 10,073.64 1,926.47 8,149.17 353,157.67

PAYOUT STATUS ASSUMING R. HOMARD OLSEN FORCED POOLED
CARLSOM FEDERAL ¥4, P-23-25S-37¢
LANGLIE ;u.n.._* POOL, LEA COUMTY, NEW MEXICO

llllllllllll

0000000000000

llllllllllllllllllllllllllllllllllllllllllllllllllllllllll

* UELL COST + LEA CO. LANSUIT COSTS = MAXIMUM LAWFUL PRICE 959,574 .40 235,024.08 723,750.32




SCHEDULE ASSUNING &. BOWARD OLSEM PARTICIPATING 1N WELL
CARLSON FEDERAL NO. 4, P-23-25S-37¢
LANGLIE MATTIX POOL, LEA COUNTY, NMEV MEXICO

Olsen Initial Investment ¢ 25X W.1.) «F S INVESTMENT RECOVERY ¥+

lntangibte Lease and Lease and Total Initisl Revenue Less Lease et Income Cumulative

Drilling Well Equipment WYell Equipment lnwestment Prod.Taxes & . Operating Revenue less Net [ncome X Expenses
Date Costs Below wellhesd Above wellhead Royslty * Expense LOE Paid Qut
09-85 32,924.01 9,596.47 0.00 5,813.79 ¢5.813.79) (5,813.79) -6.22%4
10-85 40,381.96 8,237.10 8,487.28 2,165.84 6,321.44 507.65 0.54%
11-85 132.66 9,083 .47 872.73 8,210.74 8,78.39 $.332
12-85 87.89 8,798.30 6,161.36 2,636.9%% 11,355.33 12.15%
01-86 472.50 10,876.27 1,790.32 9,085.95 20,4461.28 21.87%
02-86 8,750.73 2,710.65 6,040.08 26,481.36 28.34%
03-86 1.078.98 3,691.38 1,466.08 2,225.30 28,706.66 30.72%
04-88 2,028.35 4764.03 1,5564.32 30,260.98 32.38%
05-85 3,471.03 1,934.36 1,536.68 31,797.65 34.02%
06-84 2,011.22 91.04 1,220.18 33,017.83 35.33%
07-84 1,816.88 801.52 1,015.36 34,033.19 36.42%
03-86 1,229.17 927.63 301.54 3.,334.73 36.74%
09-84 545.38 $,.304.64 1,340.86 (36.22) 34,298.51 36.70%
10-86 Total Initial lrwestaent 93,454.95 t,705.61 1,.128.61 577.00 34 .875.51 37.32x
11-84 1,381.07 568.56 812.51 35,688.02 38.19%
12-86 1,011.52 1,469.95 (458.43) 35,229.59 37.70%
11-87 1,099.93 1,725.28 (625.35) 34,604 .24 37.03%
02-87 892.78 1,193.54 €300.76) 34,303.49 36.71%
03-87 79.68 1.,620.08 {900.40) 3,403.09 35.76%
04-87 977.02 1,800.85 (823.83) 32,5719.26 34.86%
05-87 997.90 730.13 267.77 32,847.03 35.15%
06-87 1,085.50 5,081.07 3,995.57) 28,851.46 3J0.87x
07-87 3,494.35 1,381.53 2,112.83 30,964.29 33.13%
08-87 3,360.01 1,223.20 2.134.81 33,101.10 35.42%
09-87 2,887.00 980.69 1,906.31 35,007.41 37.46%
10-87 3,660.47 1,345.34 . 2,315.13 37,322.54 39.94%
1-87 - 3,372.03 679.27 2,692.77 40,015.3% 42.82%
12-87 3,640.04 1,948.18 1,691.86 £1,707.17 44.63%
¢1-28 3,957.78 567.88 3,389.91 45,097.07 48.26%
02-88 3,418.61 483,28 2,935.34 48,032.41 51.40X
03-88 3,139.21 352.39 2,786.82 T 50,819.23 5¢6.38%
04-88 3,6495.3¢9 619.48 2,875.92 53,695.14 57.46%
05-88 2,528.62 844 .08 1,684.54 55,379.68 59.26%
06-88 2,87 .64 776.01 2,095,683 S7,475.31 61,502
07-88 2,742.561 444,18 2,298.44 . S, 773.75 63.96%
08-88 2,740.72 686.99 2,053.73 61,827.48 66.16%
09-88 2,477.63 1,405.04 1,072.59 62,900.07 67.31%
10-88 2,619.45 928.05 1,491.40 64,391 .47 68.90%
11-88 2,322.83 456.78 1,866.06 66,257.52 70.90%
12-88 2,825.37 468.79 1,958.59 68,216.11 72.99%
1-89 2,393.82 317.53 2,076.29 70,292.40 75.2%
-89 1,509.78 481,12 1,028.66 71,321.06 76.32%

130,277.08 58,956.02 71,321.06

* WELL COST (WITWOUT LEA CO. LAMSUIT COST) = SPOT PRICE



Initial Investment

lllllllllllllllllllllllll
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PAYOUT STATUS ASSUMING R. MOWARD OLSEM FORCED POOLED

CARLSON FEDERAL NO. 5, A-26-255-37¢
LANGLIE MATTIX POOL, LEA COUNTY, NEW MEX1CO

SN[ VESTMENT RECOVERY PERIQD***

F L D O e R L R L

Imtangible Lease and Lease Total Initial Revenue Less Lease Met Incone Oumulative
prilling Uetl Equipment Well Equipment Investmart Prod. Taxes & Operating Reverue less tiet Income X Expenses
Casts Selow wellhead Above wellhead Royalty * Expenses LOE Paid out
241,487.68 37,524.16 17,429.19 24,112.70 €24,112.70) (26,112.70)
(9.591.13) 22,658.16 9.130.06 (9,130.06) (33,242.78)
1,870.22 4,820.27 {4,820.27) (38,063.03)
40,994.59 2,073.19 38,921.40 2858.37 0.23%
31,445.20  1,527.30 29,917.90 30,776.27 9.88%
Total Initial lnvestment 311,378.28 27,869.44  1,219.57 26,649.87 57,426.14 18.44%
24,116.59 1,177.39 22,939.20 80,365.34 25.81%
22,475.50 937.94 21,537.56 101,902.90 32.73%
20,810.88 1,648.47 19,162.41 121,065.31 38.838%
20,027.26 1,615.90 18,411.36 139,476.67 &4, 79%
19,385.38 884.29 18,501.09 157,977.76 50.73%
15,381.24 2,774.1S 12,607.09 170,584 .35 54.78%
17,178.69 1,010.14 16,168.55 186,753.40 59.98%
15,803.54 1,053.00 14,750.54 201,503,.9% 64 71X
14,624.27 812.66 13,811.61 215,315.55 &9.15%
16,176.49 994.17 15,182.32 230,497.87 74.03%
13,050.64 941.28 12,109.36 242,607.23 77.91%
13,103.23  1,108.07 11,995.16 254,602.39 81.77%
16,111.62 975.47 15,136.15 269,738.54 86.63%
17,776.80 1,064.13 16,712.67 2856,451.21 91.99%
15,399.31  1,016.79 14,382.52 300,833.73 96.61%
14,6564.76 1,896.43 12,758.01 313,592.04 100.71%
Initisl lnvestment less surface equipment TATEPENALTY PERLOD™™**
200X TIMES $271,290.93 e\ ............ - mmeeeeccsecsecnscesoomanacscnsnevonce
Amount to recover .00 2,213.78
i h 7 16,945.8% 1,564.40 13,381.41 15,595.19 2872
<ML, 55005 197 10126937 108281 26,420.00 8%
2 14.528.41 933.93 13,594.48 40,014.48 737%
13,604.58 967.75 12,636.83 52,651.31 9.70%
11,850.68 1,099.26 10,751.42 63,402.73 11.60%
13,665.17  1,283.29 12,361.88 75,764 .61 13.96X
12,484.70 856.04 11,628.66 87,393.27 16.11%
11,555.99 1,132.58 10,423.41 97,816.68 18.03%
14,258.38 904.93 13,353.45 111,170.13 20.49%
13,975.26 381.10 13,094.16 126,264.29 22.90%
12,996.13  1,135.12 11,869.01 136,133.30 25.09%
11,906.12 859.16 11,046.96 147,180.26 27.13%
11,862.21 782.65 n,07M.56 158,259.82 29.17%
11,647.82 1,233.6% 10,414.21 168,674.03 31.09%
11,567.93 860.48 10, 707.45 179,381.48 33.06%
12,162.34 772.26 11,390.08 190,771.56 35.16%
5,462.23 579.85 4,882.38 195,653.94 36.06%
® AFLL COST * LEA CO. LANSUIT COSTS = MAXIMUN LAMRUL PRICE) 586,786.9% W, 7T54.7 507,032.20




SCHEDULE ASSUMING R. HOWARD OLSEN PARTICIPAFING IN WELL
CARLSON FEDERAL MO. S5, A-26-258-37E
LAMGLIE MATTIX POOL, LEA COUNTY, MEW MEXICO

Initial lnvestment ( 25% V.1.) *ONINVESTHENT RECOVERY PERIOD™™*
Intangible Lease and Lease Total Initial Reévenue Less Lease Net Income Cumulative
PROD Dritling Well Equipment Well Equipment Irwestment Prod, Taxes & Operating Revenue less Net Income % Expenses
Date Costs Selow wellhesd Above mellhead foyalty v Expenses LOE Paid out
12-85 60,371.92 9.381.06 4,357.30 0.00 6,028.18 (6,028.18) €6,028.18) ~7.7%%
01-86 (2,397.78) 5,664.54 0.00 2,282.52 {2,282.52) (8,310.69) -10.68%
02-86 467.56 6.00 1,205.07 €1,205.07) {9,515.76) -12. 2%
03-86 10,248.65 518.30 9,730.35 216.59 0.28%
04-86 7,861.30 381.83 7,479.48 7,694.07 9.88X
as5-86 Total Initiasl Srwestment 77.844.57 $,947.36 304 .89 6,862.47 14,356.54 18.44%
06-86 2,695.94 294.35 2,401.59 16,758,13 21.53%
07-846 2,507,458 234.49 2,272.97 19,031.09 26.45%
08-86 2,317.84 412,12 1,905.72 20,936.82 26.902%
09-86 2,227.14% 403.98 1,823.17 22,759.98 29.24%
10-86 1,968.86 221.07 1,767.79 24,507.77 31.48%
11-86 1,473.06 893.54 779.52 25,287.29 32.482
12-85 1,640.46 252.54 1,387.93 26,675.22 3%.27%
01-87 1,561.99 263.25 1,298.76 27 ,973.96 35.94%
02-87 1,604.73 203.17 1,401.57 29,375.52 37.74X
03-87 1,713.93 268,54 1,455.39 30,840.91 39.62%
04-87 1,377.53 235.32 1,142.29 31,983.12 $1.09%
05-87 1,360.59 277.02 1,083.57 313,066.69 42.43%
06-87 1,691.08 243.87 1,647.21 34,513.90 44,36%
o7-87 1,865.19 266.03 1.599.16 36,113.06 £6.392
08-87 1,499.64 254.20 1,245.44 37,358.50 47.99%
09-87 1,422.62 474,11 948.51 38,307.02 49.21%
10-87 1,446.00 31.10 1,054.90 39,361.92 50.56%
11-87 1,122.79 281.23 841.56 40,203.47 51.65%
12-87 1,488.02 233.48 1,254.54 41,458.01 53.26%
01-88 1,598.55 241.94 1,356.61 42,814 .62 55.00%
02-88 - 1,388.91 274.82 ° 1,114.10 43,928.72 $6.43%
a3-88 1,305.33 320.32 984.51 46,913.23 57.70%
04-88 1,455.87 21401 1,261.86 46,155.09 590.29%
05-88 1,059.47 283.15 776.33 - 46,931.461 60.29%
06-88 1,306.76 226.23 1,078.53 48,009.94 61.67%
07-88 1,275.93 220.28 1,055.66 49,065.59 43.03%
08-88 1,181.94 281.28 900.66 49,966.25 64.19%
09-538 1,009.77 214.79 864.98 50,831.3 &5.30%
10-88 1,072.01 195.66 876.35 $1,707.58 86.62%
11-88 1,048.75 308.40 740.35 52,447.93 67.38%
12-88 1,037.66 215.12 822.54 53,270.47 68.43%
1-89 1.086.68 193.07 893.62 54 ,164.08 69.58%
2-89 996,15 144.96 851.19 s5,015.27 70.67%
* WELL COST (UITNOUT LEA CO. LAUSUIT COST) = SPOT PRICE 74,953.95 19,938.68 55,015.27
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STATE OF NEW MEXICO
ZINERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING CALLED
BY THE OIL CONSERVATION DIVISION TO
CONSIDER THE APPLICATION OF:
CASE NO. 8668 (Reopened)

ORDER NO. R-8031-A
DOYLE HARTMAN FOR COMPULSORY POOLING, :
LEA COUNTY, BEING REOPENED UPON THE

APPLICATION OF HOWARD OLSEN TO RECONSIDER
THE PROVISIONS OF DIVISION ORDER NO. R-8031

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 8:15 a.m. on September
6, 1989, at Santa Fe, New Mexico before Examiner Michael E.
Stogner.

NOW, on this 8th day of January, 1991, the Division
Director, having considered the evidence as contained in the
record and the recommendations of the Examiner and being fully
advised in the premises,

FINDS THAT:

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

{2) Olsen filed his application to reopen this case
seeking strict compliance with Order No. R-8031 on August 17,
1987. Olsen specifically seeks enforcement of the Division's
order requiring the submission by the operator of estimated
well costs prior to drilling, the effect of which will enable
him now to receive well costs, challenge those costs and make
a decision about whether or not to join the well, knowing the
productive ability and approximate current payout status of
the well.

{3) The parties in this case, appearing by counsel, have
submitted depositions and have stipulated to a Chronological
Statement of Key Facts, and there are no factual disputes
about the order of events.
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{4) Howard Olsen did not appear and enter any objection
at the original compulsory pooling hearing held on July 31,
1985, nor does he challenge the validity of the order.

{(5) Howard Olsen was a party force-pooled by Order R-
8031 into a standard proration unit in the Langlie-Mattix
Pool, being the SE/4 SE/4 of Section 23, Township 25 South,
Range 37 East, NMPM, Lea County, New Mexico, upon the
application of Doyle BHartman.

(6) Doyle Hartman commenced drilling the Carlson Federal
No. 4 well, (the "subject well"), on said proration unit on
September 10, 1985, which is after Case 8668 was heard but
seventeen days prior to the entry by the Division of Order No.
R-8031.

{7) Although Hartman provided Olsen with an AFE for the
subject well prior to the compulsory pooling hearing, he did
not do so after the order was entered and at least thirty days
prior to drilling the well in accordance with the provisions
of the order.

{8) The uncontroverted evidence is that Olsen was aware
of Hartman's plans to drill the subject well and had entered
into negotiations to sell his interest to Hartman prior to the
drilling of the well, but he d4id not continue with those
negotiations after the well was drilled. There is additional
evidence that Olsen refused communications from Hartman

regarding operations on this well.

(9) Olsen did not file his application to reopen until
August 1987, almost two years after the well was spudded.

{10) In October and November of 1987 a certified public
accountant retained by Mr. Olsen examined the financial
records of Doyle Hartman relating to the costs of the subject
well. Olsen has not filed any objection to the costs of said
well, and the actual well costs should be determined to be
reasonable.

(11) The Division will normally require strict compliance
with its orders, but it must rely on affected parties to bring
non-compliance to its attention.

{12) Olsen 4id not diligently pursue his remedy although
the evidence shows that he had substantive knowledge of
sufficient information to enable him to protect his interests.
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This failure on his part to seek relief makes it impossible
for the Division to compel strict compliance with the terms
of Order R-8031.

{(13) It is the intent of compulsory pooling orders
entered by the Division to give parties pooled thereunder the
opportunity to pay their costs and share in the risks and
benefits of drilling the well, or in the alternative to allow
those parties paying the costs and taking the risk to be
compensated for that risk.

{14) It is not clear from the evidence that Olsen had a
reasonable opportunity to participate in drilling the well,
and he should be afforded the opportunity at this time to pay
his pro rata share of the well costs and receive his pro rata
share of the proceeds of production, if he so elects to
participate.

(15) Hartman has incurred and- paid those costs
attributable to Olsen's interest, and, considering the time
that has passed because this matter has not been diligently
pursued, if Olsen elects to pay his pro rata share of well
costs, he should compensate Hartman for the use of his money
with a reasonable interest charge. ’

(16) If Olsen elects to pay his share of the costs of the
well, he should be entitled to receive his share of the
proceeds of production together with reasonable interest
thereon.

{17) A reasonable rate of interest is the rate provided
for in New Mexico statutes for interest on judgments.

IT IS THEREFORE ORDERED THAT:

(1) Order R-8031 shall remain in full force and effect.

{2) The actual well costs incurred by Hartman are
determined to be reasonable well costs.

{3) Applicant to reopen this case, Howard Olsen, may
elect to participate in the Carlson Federal No.4 well by
paying to Doyle Hartman within thirty (30) days the pro rata
share of drilling, completion and operating costs of said well
as provided in Order R-8031 attributable to his interest,
together with interest thereon from the date such costs were
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incurred to the date of this order at the rate of interest on
judgments as set forth in New Mexico statutes.

(4) If Olsen elects to join the well and pays those
costs to Hartman, Hartman shall, within thirty (30) days of
delivery of such payment, account for and pay to Olsen the
proceeds from production attributable to Olsen's interest with
interest thereon at the judgment rate from the date of receipt
of such proceeds by Hartman, or from the date such proceeds
were placed in suspense by Hartman or any purchaser, to the
date of the delivery of payment of costs by Olsen to Hartman.

{5) 1If Olsen fails to pay his pro rata share of costs
as provided herein, his interest shall be deemed to be non-
consent pursuant to the provisions of Order R-8031.

(6) Jurisdiction of this cause is retained for entry of
such further orders as the Division may deem necessary.

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

STATE OF NEW MEXICO
OIL CONSERVATION VISION

WILLIAM J. LE ’
Director
SEAL
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STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

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

CASE NO, 8769 {Reopened)
ORDER NO. R-8091-A

DOYLE HARTMAN FOR COMPULSORY POOLING,

LEA COUNTY, BEING REOPENED UPON THE
APPLICATION OF HOWARD OLSEN TO RECONSIDER
THE PROVISIONS OF DIVISION ORDER NO. R-8091

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 8:15 a.m. on September
6, 1989, at Santa Fe, New Mexico before Examiner Michael E.
Stogner.

NOW, on this 8th day of January, 1991, the Division
Director, having considered the evidence as contained in the
record and the recommendations ©of the Examiner, and being
fully advised in the premises,

FINDS THAT:

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

(2) Olsen filed his application to reopen this case
seeking strict compliance with Order No. R-8091 on August 17,
1987. Olsen specifically seeks enforcement of the Division's
order requiring the submission by the operator of estimated
well costs prior to drilling, the effect of which will enable
him now to receive well costs, challenge those costs and make
a decision about whether or not to join the well, knowing the
productive ability and approximate cuxrent payout status of
the well.

(3) The ﬁarties in this case, appearing by counsel, have
submitted depositions and have stipulated to a Chronological
Statement of Key Facts, and there arc no factual disputes

. about the order of events.
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{4) Howard Olsen d4id not appear and enter any objection
- at the original compulsory pooling hearing held on November
21, 1985, nor does he challenge the validity of the order.

(5) Howard Olsen was a party force-pooled by Order R-
8091 into a standard proration unit in the Langlie-Mattix
Pool, being the SE/4 NE/4 of Section 26, Township 25 South,
Range 37 East, NMPM, Lea County, New Mexico, upon the
apprlication of Doyle Hartman.

(6) Doyle Hartman commenced drilling the Carlson Federal
No. 5 well, (the “subject well"), on said proration unit on
December 10, 1985, which is four days after the entry by the
Division of Order No. R-8091l.

{7) Although Hartman provided Olsen with an AFE for the
subject well prior to the compulsory pooling hearing, hc did
not do so after the order was entered and at least thirty days
prior to drilling the well in accordancce with the provisions
of the order.

. {8) The uncontroverted evidence is that Olsen was aware
of Hartman's plans to drill the subject well and had entered
into negotiations to sell his interest to Hartman prior to the
drilling of the well, but he did not continue with those
negotiations after the well was drilled. There is additional
evidence that Olsen refused communications £from Hartman
regarding operations on this well.

(9) Olsen did not file his application to reopen until
August 1987, almost two years after the well was spudded.

{10) In October and November of 1987 a certified public
accountant retained by Mr. Olsen examined the financial
records of Doyle Hartman relating to the costs of the subject
well. Olsen has not £filed any objection to the costs of said
well, and the actual well costs should be determined to be

reasonable.

{(11) The Division will normally require strict compliance
with its orders, but it must rely on affectéd.parties to bring

non-compliance to its attention.

{(12) Olsen did not diligently pursue his remedy although
the evidence shows that he had substantive knowledge of
sufficient information to enable him to protect his interests.
This failure on his part to seek relief makes it impossible-
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for the Division to compel strict compliance with the terms
of Order R-8091.

{13) It is the intent of compulsory pooling orders
entered by the Division to give parties pooled thereunder the-
opportunity to pay their costs and share in the risks and
benefits of drilling the well, or in the alternative to allow
those parties paying the costs and taklng the risk to be
compensated for that risk.

(14) It 1s not clear from the evidence that Olsen had a
reasonable opportunity to participate in drilling the well,
and he should be afforded the opportunity at this time to pay
his preo rata share of the well costs and receive his pro rata
share of the procecds of production, if he so elects to
participate. _

(15) Hartman has incurred and paid those costs
attributable to Olsen's interest, and, considering the time
that has passed because this matter has not been diligently
pursued, 1f Olsen elects to pay his pro rata share of well
costs, he should compensate Hartman for the use of his money
with a reasonable interest charge.

(16) If Olsen elects to pay his share of the costs of the
well, he should ke entitled to receive his share of the
proceeds of ‘production together with reasonable interest
thereon.

(17) A reasonable rate of interest is the rate provided
for in New Mexico statutes for interest on judgments.

IT 1S THEREFORE ORDERED THAT:

{l1) Oxrder R~-2091 shall remain in £ull force and effect.

(2) The actual well costs incurred. by Hartman are
determined to be reasonable well costs.

(3) Applicant to reopen this case, Howard Olsen, may
elect to participate in the Carlson Federal No. 5 well by
paying to Doyle Hartman within thirty (30) days the pro rata
share of drilling, completion and operating costs of said well
as provided in Order R-8091 attributable to his interest,
together with interest thereon from the date such costs were
incurred to the date of this order at the rate of interest on
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judgments as set forth‘in New Mexico statutes.

{4) If Olsen elects to joln the. well and pays those
costs to Hartman, Hartman shall, within thirty (30) days of
delivery of such payment, account for and pay to Olsen the
proceeds from production attridbutable to Olsen's interest with
interest thereon at the judgment rate from the date of receipt

of such proceeds by Hartman, or from the date such proceeds
were placed in suspense by Hartman or any purchaser, to the
date of the delivery of payment of costs by Olsen to Hartman.

(5) If Olsen fails to pay his pro rata share of costs
as provided herein, his interest shall be deemed to be non- -
consent pursuant to the provisions of Order R-808%1.

{6) Jurisdiction of this cause iS'fétained for entfy of
such further orders as the Division may deem necessary.

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

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

WILLIAM J. LEM
Director



