
JAMES BRUCE 
ATTORNEY AT LAW 

POST OFFICE BOX 1056 
SANTA FE, NEW MEXICO 87504 

324 MCKENZIE STREET 
SANTA FE, NEW MEXICO 

(505) 982-2043 
(505) 982-2151 (FAX) 

A p r i l 9, 2002 

Hand Delivered 

Florene Davidson 
O i l Conservation D i v i s i o n 
1220 South St. Francis Drive 
Santa Fe, New Mexico 87505 

Dear Florene: 

Enclosed are an o r i g i n a l and one copy of an a p p l i c a t i o n f o r 
compulsory p o o l i n g , together w i t h a proposed advertisement, f i l e d 
on behalf of Ocean Energy, Inc. Please set t h i s matter f o r the May 
2, 2002 Examiner hearing. 

The a p p l i c a t i o n and advertisement are also on the enclosed d i s k 
under "OEI. 11 

Very t r u l y yours, 

87501 



PARTIES BEING POOLED 

David H. A r r i n g t o n O i l & Gas, Inc. 
P.O. Box 2071 
Midland, Texas 79702 

A t t e n t i o n : David H. A r r i n g t o n 

Ameristate O i l & Gas, Inc. 
P.O. Box 341449 
Au s t i n , Texas 78734 

A t t e n t i o n : Mark Nearburg 

TMBR/Sharp D r i l l i n g Inc. 
P.O. Box 10970 
Midland, Texas 79702 

A t t e n t i o n : J e f f P h i l l i p s 

Fuel Products, Inc. 
P.O. Box 3098 
Midland, Texas 79702 

A t t e n t i o n : Tom B e a l l 

Louis Mazzullo 
P.O. Box 66657 
Albuquerque, New Mexico 87193 



BEFORE THE NEW MEXICO OIL CONSERVATION DIVISION 

APPLICATION OF OCEAN ENERGY, "T> 
INC. FOR COMPULSORY POOLING, - ' ' 
LEA COUNTY, NEW MEXICO. No. /M(QO 

APPLICATION 

Ocean Energy, Inc. app l i e s 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 M i s s i s s i p p i a n 

formation u n d e r l y i n g the WA of Section 25, Township 16 South, Range 

35 East, N.M.P.M., Lea County, New Mexico, and i n support t h e r e o f , 

s t a t e s : 

1. A p p l i c a n t i s a working i n t e r e s t owner i n the WA of 

Section 25, and has the r i g h t t o d r i l l a w e l l thereon. 

2. App l i c a n t proposes t o d r i l l i t s T r i p l e Hackle Dragon 25 

Well No. 2, at an orthodox l o c a t i o n i n the NÊ SWM (Unit K) of the 

sec t i o n , and seeks t o dedicate the WA of Section 25 t o the w e l l f o r 

a l l pools or formations developed on 320-acre spacing w i t h i n t h a t 

v e r t i c a l e xtent, i n c l u d i n g the Undesignated Townsend-Morrow Gas 

Pool. 

3. App 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 WA of 

Section 25 f o r the purposes set f o r t h h e rein. 

4. Although a p p l i c a n t 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 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 WA of Section 25, 



pursuant t o NMSA 1978 §70-2-17. 

5. There i s a t i t l e d ispute a f f e c t i n g 100% of the working 

i n t e r e s t ownership i n the NVS]4 of Section 25. A p p l i c a n t requests 

t h a t a l l p o t e n t i a l i n t e r e s t owners i n the disputed t r a c t be pooled, 

and t h a t , i f they e l e c t t o j o i n i n the w e l l , they be r e q u i r e d t o 

pay t h e i r p r o p o r t i o n a t e share of w e l l costs i n t o an escrow account 

t o be e s t a b l i s h e d by ap p l i c a n t i n Lea County. Funds i n the escrow 

account s h a l l be used t o pay f o r the w e l l costs a t t r i b u t a b l e t o the 

NW1/! of Section 25, w i t h any balance accruing i n t e r e s t u n t i l the 

t i t l e dispute i s resolved. At such time, the funds i n the account 

s h a l l be ret u r n e d t o the unsuccessful p a r t i e s i n the t i t l e d i s p u te. 

A separate escrow account s h a l l be es t a b l i s h e d by a p p l i c a n t t o 

receive proceeds from production (less a p r o p o r t i o n a t e share of 

overhead charges, e t c . ) , which s h a l l also accrue i n t e r e s t and be 

paid t o the t r u e owner(s) when the t i t l e dispute i s resolved. 

6 . 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 WA of 

Section 25 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 WA of Section 25, 

from the surface t o the base of the M i s s i s s i p p i a n f o r m a t i o n ; 

B. Naming 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; 
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D. Approving a c t u a l o p e r a t i n g 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 the r a t e s as 

provided i n the COPAS accounting procedure; 

E. S e t t i n g a p e n a l t y 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 

F. Granting the r e l i e f requested i n paragraph 5 hereof, and 

a u t h o r i z i n g the establishment of the escrow accounts. 

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

A t t o r n e y f o r Ocean Energy, Inc. 
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