
BEFORE THE NEW MEXICO Oir^OQNSEJlVATION DIVISION 

APPLICATION OF CHI ENERGY, 
INC. FOR COMPULSORY POOLING, 
EDDY COUNTY, NEW MEXICO. No. ML 

APPLICATION 

Chi Energy, Inc. applies f o r an order p o o l i n g a l l mineral 

i n t e r e s t s from the surface t o the base of the Morrow formation 

underlying the S% of Section 4, Township 17 South, Range 27 East, 

N.M.P.M., Eddy County, New Mexico, and i n support thereof s t a t e s : 

1. A pplicant i s a working i n t e r e s t owner i n the S% of said 

Section 4, and has the r i g h t t o d r i l l a w e l l thereon. 

2. Applicant proposes t o d r i l l i t s LD Fed. "4" Well No. 1 at 

an orthodox l o c a t i o n 660 fe e t from the South l i n e and 1980 fe e t 

from the East l i n e of Section 4, t o a depth s u f f i c i e n t t o t e s t the 

Morrow formation, and seeks t o dedicate the f o l l o w i n g acreage t o 

the w e l l : 

(a) The S% of Section 4 f o r a l l pools or formations 

spaced on 320 acres, i n c l u d i n g the Undesignated Crow 

Flats-Morrow Gas Pool; 

(b) The SE]4 of Section 4 f o r a l l pools or formations 

spaced on 160 acres; and 

(c) The SW^SE^ of Section 4 f o r a l l pools or formations 

spaced on 4 0 acres, i n c l u d i n g the Undesignated Daugherity 

Grayburg-San Andres Pool. 

3. A p p l i c a n t has i n good f a i t h sought t o o b t a i n the 

vo l u n t a r y j o i n d e r of a l l other mineral i n t e r e s t owners i n the S% of 

Section 4 f o r the purposes set f o r t h herein. 



4. Although a p p l i c a n t attempted t o o b t a i n voluntary-

agreements from a l l mineral i n t e r e s t owners t o p a r t i c i p a t e i n the 

d r i l l i n g of the w e l l or t o otherwise commit t h e i r i n t e r e s t s t o the 

w e l l , c e r t a i n i n t e r e s t owners have f a i l e d or refused t o j o i n i n 

ded i c a t i n g t h e i r i n t e r e s t s . Therefore, a p p l i c a n t seeks an order 

p o o l i n g a l l mineral i n t e r e s t owners i n the of Section 4, 

pursuant t o N.M. Stat . Ann. § 70-2-17 (1995 Repl. Pamp.) . 

5. The p o o l i n g of a l l mineral i n t e r e s t s u n d e r l y i n g the S% of 

Section 4 w i l l prevent the d r i l l i n g of unnecessary w e l l s , prevent 

waste, and p r o t e c t c o r r e l a t i v e r i g h t s . 

WHEREFORE, Applicant requests t h a t , a f t e r n o t i c e and hearing, 

the D i v i s i o n enter i t s order: 

(a) Pooling a l l mineral i n t e r e s t s i n the S^ of Section 

4, from the surface t o the base of the Morrow formation, 

as set f o r t h above; 

(b) Designating a p p l i c a n t as operator of the w e l l ; 

(c) Considering the cost of d r i l l i n g and completing the 

w e l l , and a l l o c a t i n g the cost thereof among the w e l l ' s 

working i n t e r e s t owners; 

(d) Approving a c t u a l operating charges and costs charged 

f o r s u p ervision, together w i t h a p r o v i s i o n a d j u s t i n g said 

rates per the COPAS accounting procedure; 

(e) S e t t i n g a penalty f o r the r i s k i n v o l v e d i n d r i l l i n g 

and completing the w e l l i n the event a working i n t e r e s t 

owner e l e c t s not t o p a r t i c i p a t e i n the w e l l ; and 

2 



( f ) Granting such f u r t h e r r e l i e f as the D i v i s i o n deems 

proper. 

R e s p e c t f u l l y submitted, 

fames Bruce 
3ost O f f i c e Box 1056 

/Santa Fe, New Mexico 87504 
(505) 982-2043 

Attorney f o r Chi Energy, Inc. 
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