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spaing. 

Upper Pennsylvanian Gas Pool, Undesignated McMillan-Atoka 
Gas Pool, Undesignated Angel Ranch Atoka-Morrow Gas Pool, 
Undesignated East Lake-Morrow Gas Pool and Undesignated 
North McMillan-Morrow Gas Pool; and 

the NE/4 forming a standard 160-acre gas spacing and 
proration unit for any and all formations and/or pools 
developed on 160-acre spacing within said vertical extent. 

^Therapplic&tshas the rigM to driipn4^on6se>-tq»jdri^NiweU at a standard 
itiph^^^ f o r zones devetopeQ^32q-aCK.e t 

1> 

(5) Based on the geological testimony presented at the hearing a well at the 
proposed unorthodox location should penetrate a thicker portion of the Lower Morrow 
interval than a well drilled at a standard location thereon, thereby increasing the chances 
of intersecting a gas bearing zone within the Morrow formation. 

(6) No offset operator, 

s .-i 

\ 
^ (4) There are interest owners in the proposed proration iirakwho have not agreed 

to pool their interests. 
L ^ 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 un^3ie opportunity to 
recover or receive without unnecessary expense his just and fair share of the gas in any pool 
resulting from this order, the subject applicatioru t̂oT l̂d be approved by pooling all mineral 
interests, whatever they may be, within said 

<7 (e€) The applicant should be designated the operator of the subject well and 

zv (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. 

(< J<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 reasonable well costs 
plus an additional J$G@ percent thereof as a reasonable charge for the risk involved in the 
drilling of the well. 

' ^A9) 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. 

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. 
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(4) The a fo resa&rderNo . R-3221was i s suednorde r toa f fordreasonable 
p r o t e c t ioga ins ton tamina t io f t f reshra te i suppl ie tes igna t fe^ theSta t f ing ineer 
througHisposorwateproducednconj u n c t ^ r f c t t h ^ r o d u c t i o i f f o i b r g a s p r b o t h , 
i n u n l inedur f aqe i t s . 

(5) The StatBngineeteasdesignat^dixsuarttDSectioTD-2-lgL5 ) ^ . M. S . A. 
(1978 pompilatioaJlindergrourBsaaterintheStatefNew Mex icocon ta in i f t g , 000 
pa r tpe rmi l l i aa r l e se fd i s so lved l i c i t eBf r e s k a t e i s u p p l i t s b e a f forderfeasonable 
p r o t e c t iagainsdbDntaminati<racepthatsai<fiesignatidxraesn 
f orwhichthereisno presenbr reasonablEoreseeabbenef i c ioAe thatwouldbe 
impa i r e i i y cont aminat i o n • 

(6) The applicantow seeksan e x c e p t i o t a o t h e p r o v i s i o o f t h e a f o r e s a i d 
Decretor^aragrapKio. (3 JofOrderNo. R-3223topermithedisposa>rproducefl)rine 
f romtheWest LuskDelawar^oolby t h e a p p l i c a n t u s k l , 1 6 B t a t « W e l l ^ o . 1 and2, 
loca te r r i Jn i ta i a n d L , r e s p e c t i v e r y a i < $ e c t i c i r £ 4 - n t a n u n l i n e ^ r f acpatLocated 
intheW/2 SW/4 o f s a i c £ e c t i o l i 6 . 

(7) Sa icwel l s recur ren t^ l^duci ra j to tac^ 
perday. 

(8) Thereappearfeobeno sha l l o^es toa t e r l n thev i c in icLf^hesub j edteases 
f orwhicha presendirreasonabipreseeabaenef ic ireleisorwil t iemade thatvould 
be impaireHycontaminati6rjOititheproposedispos<pi]Lts. 

( ) The appl ica isbould je a u t h o r i z « ± r t i u t i l i a e u n l i n e d u r f a q a i t t o b e 
constructaesltothespecif icatasiahownon ExhibiLtD. 9 presenteifeevidenaafcthe 
t imeof thehea r ingn a s i twi th ihheSW/4 SE/4 (UnitD) o f sa icBect io t i l . 

(9) To preventtheeconomiclosa^ausedby gather ingnd t r u c k i n ^ a t e r 
p r o d u c e & y t h e a p p l i c a n f c u s k " 1 6 $ t a t « w e l l N o s . l a n d 2 , a u t h o r i t p d i s p o s e f t h e 
produceovater inunl inedurf aqs i t sn saideaseshouldbe g r a n t e d . 

(10) Approvabfd isposa idescr iba t f tovewi l f to t impaiEor re la t r igh t rBDr 
causov-astebutwillnfactp^oteadDrrelatirighlsaidinay preventeasttJoyprolonging 
t h e p r o d u c i n g i f e f thesub j eclteases. 

I T IS THEREFORE ORDERED THAT: 

(1) The applicarlt^odbinePtroleuiri];nc.i,Eherebygrantedn except idro 
Decretor^aragrapffibo. (3 )ofDivisi<fitrderNo.R-322lasamended,todispo9ffifwater 
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LVl) $ 5L%& "per month while drilling and $ S&O ^ 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. 

^ 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. 

03) Upon the failure of the operator of said pooled unit to commence drilling of 
the wejl to which said unit is dedicated on or before §>s>i/*,4s /SZ/W* the order pooling said 
unlgshjauld become null and void and of no further effect whatsoever. 

f 7 04) Should all the parties to this force-pooling reach voluntary agreement 
subsequent to entry of this order^jthis order should thereafter be of no further effect. 

J * ^5) The operator of the well apdiirrifs^uld notify the Director of the Division 
in writing of the subsequent voluntary 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 Morrow formation, underlying the following described area in Section 20, Township 19 
South, Range 27 East, NMPM, Eddy County, New Mexico„in the following manner: 

the N/2 forming a standard 320-acre gas spacing and proration 
unit for any and all formations and/or pools developed on 320-
acre spacing within said vertical extent, which presently 
includes, but is not necessarily limited to the Undesignated East 
Lake McMillan-Wolfcamp Gas Pool, Undesignated McMillan-
Upper Pennsylvanian Gas Pool, Undesignated McMillan-Atoka 
Gas Pool, Undesignated Angel Ranch Atoka-Morrow Gas Pool, 
Undesignated East Lake-Morrow Gas Pool and Undesignated 
North McMillan-Morrow Gas Pool; and 
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the NE/4 forming a standard 160-acre gas spacing and 
proration unit for any and all formations and/or pools 
developed on 160-acre spacing within said vertical extent. 

^y ^'-^ \ ti 

f^s/ y„,s f/&,y j ) , / s*s*/J?,X*-

tiz^/vyf ^ ^y^^y'^^ygt^ssf stir* 

3 2 0- as's 

(I 

PROVIDED HOWEVER THAT, the operator of said unfiFsJkall commence the 
drilling of said well on or before the /£_ day of X v / ^ ^ ^ , «i&9^and shall thereafter 
continue the drilling of said well with due diligence to a depth sufficient to test the Morrow 
formation. 

PROVIDED FURTHER THAT in the event said operator does not commence the 
drilling of said well on or before the day of O ^ ^ - , 1990̂  Decretory Paragraph N o. 
(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 Decretory Paragraph No. (1) of this order 
should not be rescinded. 

Mewbourne Oil Company is hereby designated the operator of the subject well 

Lf After the effective 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 subject unit an itemized schedule of estimated well costs. 

c f j(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. 

C' JJ*) 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. 
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£6) ̂ 7 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 withhold 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; and 

(B) As a charge for the risk involved in the drilling 
of the well, 2 t̂V 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. 

(8) 9 The operator shall distribute said costs and charges withheld from production 
to the parties who advanced the well costs. 

/ f $ _5J^£C_ per month while drilling and $ d&ty 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. 

iriGY^ Any unleased mineral interest shall be considered a 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. 



Case No. 10330 
Order No. R-
Page No. 6 

(W) A~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 
be withheld from production attributable to royalty interests. 

{ ] (^{^ All proceeds from production from the subject well which are not disbursed 
for any reason shall be placed in escrow in Eddy 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. 

{Jftf*Should all the parties to this force-pooling reach voluntary agreement 
subsequent to entry of this order^this order shall thereafter be of no further effect. 

(/4) The operator of the subject well and un^|hall notify the Director of the 
Division in writing of the subsequent voluntary agreement of all parties subject to the force-
pooling provisions of this order. 

(£5) Jurisdiction of this cause is retained for the 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 DIVISION 

WILLIAM J. LEMAY 
Director 

S E A L 


