
-u;v ul'i 

$5HAY IR ... 
APPLICATION OF NEARBURG EXPLORATION 1 0 «/1//:/,7 
COMPANY, L.L.C. AND E.G.L. RESOURCES, 
INC. TO REOPEN CASE NO. 12103 AND FOR 
COMPULSORY POOLING, LEA COUNTY, NEW MEXICO. CaseNo. 12103 

Order No. R-11138 

APPLICATION 

Nearburg E x p l o r a t i o n Company, L.L.C. and E.G.L Resources, Inc. 

apply f o r an order reopening Case No. 12103, and 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 Bone Spring 

formation i n the SE%SE% of Section 3, Township 20 South, Range 33 

East, N.M.P.M., Lea County, New Mexico, and i n support thereof, 

s t a t e : 

1. On February 15, 1999 the D i v i s i o n entered Order No. R-

11138 i n Case No. 12103, 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 Delaware formation u n d e r l y i n g the SE^SE1^ 

of Section 3 . The a p p l i c a n t i n t h a t case was Shackleford O i l 

Company ("Shackleford"). 

2. Applicants own 45% of the working i n t e r e s t i n the SE%SE% 

cf Section 3, and, by means of an ope r a t i n g agreement w i t h Samson 

Resources Company, represent 75% of the working i n t e r e s t i n the 

EEVSEVi of Section 3. 

3. Applicants entered t h e i r appearances i n Case No. 12103, 

and received a copy of Order No. R-11138. The order was t o expire 

on May 15, 1999 unless d r i l l i n g had commenced by t h a t date. 

However, the order's d r i l l i n g deadline was extended t o August 15, 

1999 by the D i v i s i o n , at Shackleford's request. Applicants were 

not n o t i f i e d of Shackleford's extension request. 



4. Appl i c a n t s seek t o amend Order No. R-11138 t o r e q u i r e the 

d r i l l i n g of a w e l l at an orthodox o i l w e l l l o c a t i o n i n the SE%SE% 

of Section 3 t o a depth s u f f i c i e n t t o t e s t the Bone Spring 

formation, and t o name Nearburg Producing Company as operator of 

the w e l l . A p p l i c a n t s propose t o dedicate the SE%SE% of Section 3 

f o r a l l pools or formations spaced on 40 acres, i n c l u d i n g the 

Undesignated Teas Yates-Seven Rivers Pool. 

5. Reopening Case No. 12103 i s proper, f o r the f o l l o w i n g 

reasons: 

(a) D r i l l i n g the w e l l t o the Bone Spring formation w i l l 

prevent waste because only one w e l l w i l l be re q u i r e d , r a t h e r 

than d r i l l i n g separate w e l l s t o t e s t the Delaware and Bone 

Spring formations; 

(b) Shackleford's a u t h o r i z a t i o n f o r expenditure i s improper 

because i t omits costs associated w i t h the potash s t r i n g (the 

proposed w e l l i s w i t h i n the Oil-Potash Area defined by 

D i v i s i o n Order No. R - l l l - P ) . As a r e s u l t , Shackleford's AFE 

i s approximately $150,000 too low; 

(c) A p p l i c a n t E.G.L. Resources, Inc. ("EGL") had an agreement 

w i t h Shackleford under which EGL would be allowed t o 

v o l u n t a r i l y j o i n i n the proposed w e l l , but t h a t agreement was 

l a t e r u n i l a t e r a l l y revoked by Shackleford; and 

(d) A p p l i c a n t s were not n o t i f i e d of the request t o extend 

the w e l l commencement deadline. 

6. Appl i c a n t s have 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 
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SE^SE1^ of Section 3 f o r the purposes set f o r t h h e r e i n . 

7. Although a p p l i c a n t s have attempted t o o b t a i n v o l u n t a r y 

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 

de d 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 s seek 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 SE%SE% of Section 3, 

pursuant t o NMSA §70-2-17 (1996). 

8. 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 

SE%SE% of Section 3, from the surface t o the base of the Bone 

Spring formation, 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, Appli c a n t s request 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 SE^SE1^ of Section 3, 

from the surface t o the base of the Bone Spring formation; 

B. Designating Nearburg Producing Company as operator of the 

we 11 ; 

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 e r v i s i o n , together w i t h a p r o v i s i o n a d j u s t i n g s a i d rates as 

provided i n 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 
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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 

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 

James Bruce 
/Post O f f i c e Box 1056 
/Santa Fe, New Mexico 87504 
(505) 982-2043 

A t t o r n e y f o r Nearburg E x p l o r a t i o n 
Company, L.L.C. and E.G.L. Resources, 
Inc . 
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