|

- STATE OF NEW MEXICO

ENERGY:ano MINERALS DEPARTMENT -

., OlL CONSERVATION DIVISION

BRUCE KING . POST OFFICE BOX 2088
GOVERNOR STATE LAND OFFICE BUILDING
D ni SANTA FE, NEW MEXICO 87501
lAingﬁon ecember 9, 1382 (505) 827-2434
|
Mr. Thomas Kellahin Re: CASE NO. R-Z%%g , ;
Kellahin & Kellahin ORDER NO.

Attorneys at Law
Post Office Box 1769 _
Santa Fe, New Mexico Applicant:

C & K Petroleum, Inc.

Dear Sir:

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

7/ JOE D.
[ /Director

L

JDR/fd

Copy of order also sent to:

Hobbs OCC X
Artesia OCC - X
Aztec OCC o

Other Owen Lopez, Bruce Pope




. STATE OF NEW MEXICG . -
ENERGY AND MINERALS DEPARTMENT
~.0IL CONSERVATION Dzvxsxow

IN THE MATTER OF THE ﬁEARzNG S I

CALLED BY THE OIL CONSERVATIO% ‘ e
COMMISSION QF NFW. MEXICO FOR .. . -.° . - o . sl .
THE PURPOSE OF GONSIDERING: ' :'i%a;?'savh;‘lf‘ e

CASE Noo 7730
Order No° R»?l@@

APPLICATION OF C & K PETROLEUM
TOR COMPULSORY POOLING, LEA

COUNTY , NEW MEXICO»

ORDER OF THE COMMISS?ON

BY THE COMMI&SIONB

This cause came on'. for nearing at 9 a m. on Novemb@r 29,

) 1982, -at Santa Fe, New Mexico, bafore the 0il Conservatio

Commission of New Mexico, harainaftar reFerrad to as th@
"Commiss;on," B RPN ' . .

N@W, on this 8th day of D@cember; i982; theléommiESLQn;g
a quorum being present, having congidered the tastimony and
the exhlbits and being fully aﬂvisea in tha premisaa, -

(1) That due public noﬁicéfhaving bean givan'as’reQuired
by law, the Commission has juriadiction of this cause and- the -
subject matter thereof _ _

: (2) That the appllcant, c & K P@troleum, seeks an order
pooliing all mineral interests in the Pennsylvanian formation
underlying the S/2 'SW/4 of Section 27, Township 16 South, Range.
37 East, NMPM,»Casey~Strawn Pool, Lea County,-New Mexico. o

_v(3) That the applicant has the right to. drill and proposaa
to. drill a well at a standard lccation thereono_

(4» That there are interest owners in the propoaed prora~ 

tion uniﬁ who have not agreed to paol their interes+ge

(5) That Texaco. Inc. app@ared in opposition proposing as
an alternative the formation of a standard 80-acre oil proration
unit comprising the E/2 SW/4 Of $aid Section 270'1A

{(6) That the geological evxdence presenteé in this case
demonstrated: .

~r~,:
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(a) that both proposed proration units are
wholly underlain by. porous int@rvals
within the Strawn formation,;

- {b) th&t a well drilled in . the N/Z E/Z SW/%
of said Section 27° ancountexaﬁ Strawn
- porosity ‘below .a water-oil contdct and
was not capable of commercial production'
Athezefrom,

{c) that the waterﬂoil contact and that por-
tion of the Strawn formation which should
be capable of commercial production lias
to the South of said well; 'and,

{(d) that the proration unit proposed by the
. - applicant in. this case more nearly fits
the area presumed to be productive from
- the Strawn formaticn in the SW/4 of said
Section 27 than the .alternative unit
described in Finding No. (5) aboves .

(7) That given said geologic fin&inqs, a proration unit
as proposed by the applicant provideg for the maximum protec-
tion of the eorrelative rights of the varicus intexest owners
in this case,,. , :

(8» That to avoid ‘the drilling of unn@ceasary wells, to
protect correlative rights, and to afford to the owner of each
interest in said unit the opportunity to recover or receive
|lwithout unnecessary expense his just and fair share of the oil
and gas in said pool, the subject application should be approved
by pooling all mineral interests, whatever they may be, withln
said unit. : : .

' (9)  That the applicant should be d@signated the operatox
of the subject well and unit.

(10) That any non~consentxng working interest owner should
be afforded the opportunity to pay his share of estimated well
costs to the operator in lieu of paylng his @hare of xeasonable'
well costs out of production° .

{11) That any non-consenting worklng 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 charg@
for the risk involved in the drilling of the well.
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{(12) That any non-consenting interest owner should be
afforded the opportunity to object to thse actual well costs
but that actual well costs should be adopted as the reasonable
well costs in the absence of such objecticno

- {13) That following determination of reasonabla well costs, .
any non-consenting working interest owner who has paid his :
shaxe 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 th&t paid estimated
well costs exceed raasonable well coatse :

(14) That $4180 00 per month while drilling and $423.00
per month while producing should be fixed as reasonabl@ charges
for supervision (combined fixed rates); that the operator should
be authorized to. withhold from production the proportionate o
share of such supervis;on 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, attribu-
table to each non-consanting werking interest.

- {(15) That 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 ownexr thereof upon ﬂemand and
proof of ownershlp, . :

(16) That upon the failure of the OPQrator of said pooled
unit to commence drilling of the well to which said unit is
dedicated on or before March 1, 1983, the order pooling said
unit should become null and void and of no effect whatscever.

IT IS THEREFORE ORDERED: .

{1) That all mineral interests, whatever they may be,
in the Pennsylvanian formation underlying the 8/2 SW/4 of
Section 27, Township 16 South, Range 37 East, NMPM@ Casey=-
Strawn Pool, Lea County, New Mexico, are h@raby pooled to form
a standard 80-acre oil spacing and proration unit to be dedi-
cated to a well to be drilled at a standard location thereon.

PROVIDED HOWEVER, that the oper&tor of said unit ‘shall
commence the arilling of sald well on or before the first day
of March, 1983, .and shall thereafter continue the drilling of
said well with due diligence to a depth sufficient to ‘test
the Strawn formation;
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PROVIDED FURTHER, that in the event saild operator does
not commence the drilling of said well on or before the first
day of March, 1983, Order (1) of this order shall be null and
void and of no effect whatgsoever, unless said operator cbtains
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, sald operator shall appear before the Division Director
and show cause why Order (1) of this order shculd not be
rescinded. ,

f2) That C & K Petroleum ig hereby dasignated the operator
of the subject well and unit.

(3) That after the‘eff@ctive date of this order and within

90 days prior to commencing said well, the operator shall furnish
the Division and each known working interest owner in the @ubject
unit an itemized schedule of estimated well costs,

{4) That within 30 daysufrom the date the schedule of
estimated well ccsts 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 that any
such owner who pays his share of estimated well costs as pro-
vided above shall remain liable for operating costs but shall
not be liable for risk charges.

. {(5) That 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; that 4if

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, that if there is an objection to
actual well costs within said 45°day period thé Divigion will
determine reasonable well costs after public notice and hearinqo

{6) That-within 60 days  following determination of reason-
able well costs, any non-consenting working interest ownexr who
has paid his share of estimated ¢osts in advance as provided ,
above shall pay to the -operatox his pro rata share of the amount
that xeasonable well costs exceed estimated well costs and shall
receive from the operxator his pro rata share of the amount that
estimated well costs exceed reasonable well costs.
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(7) That th@ operator is hereby authorized to withhol&

the following coats and charges from production:

(AF> Tha pro rata share of reasonable wall 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 astimat@& well costs is
furnished to him..f; . : o

' ;(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 attribu- -
‘table to each non-consenting working interest
owner 'who has not paid his share of estimated

~well costs within 30 days from the date the
schegula of astimated well costs is furnished
to him. ' 4

: -(8) That the operatar shall di@trxbute said costs and -
charges withheld from production to the parties who advanced -
the: weli costs° . : g , , . . '

(9) That $4180000 per montn while drilling and $423 00 .
per month while producing are hereby fixed as reasonable charges

|| for supervision (combined fixed rates); that the opematox is

hereby authorized to withhold from production’ the proportionate

|share of -such supervision charges attributable to each non- .

congenting working interest, and ‘in addition thereto, the

|loperator -is hereby authorized to withhold from production the

proportionate share of actual expenditures required foxr oper&tiﬁg
such well, not in excess of what are reasenableg attributable to.
each nonwccnsenting working interestav:' i .

. (10» That any unsev&xed mineral interest @hall be- consi&er@d
a seven-eighths (7/8) . wexking interest and a’ ana=eighth {1/8} :
royalty interest for the' purpose. nf allocatzng costs and &harges -
under the terms of this- ordero -

f . (11) That any well costs orx charges whi@h are to be paid
. {lout of production shall be withheld only from the working

interest's share of production, - and.no costs or charges shall’
be with eld from, production attributabl& to royalty int@rests.,J_

(12) That . all. proeeeds from . pr@duction from the subject o

~‘?we11 which are not disbursed fox ;any reason. shall immediately

be placed in escrow in Lea County, New Mexieo, to be paid to
the true owner thexeof“uponléemand.anq proof of ownership;
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. | that the opérator shall hotify the biviaibn of'the'ﬁame and
' ||address of said escrow agent within 30 days from the date of
first deposit with said escrow agent.

(13) That jurisdiction of this cause is retained for the
entry oi such further orders as the cOmmission may deem “NECcessary.

. DONE at Santa Fe, tew Mexico, on the day and year h@reinn
above designatedo . _

STATE OF NEW MEXICO ‘
OIL CONSERVATION COMMISSION

_ALEX J. ARMIJO, Member

Member & Secretary

|i£as




