KELLAHIN and KELLAHIN
Attorneys at Law

Jason Kellahin El Patio - 117 North Gusdalupe Telephone 982-4285
W. Thomas Kellahin Post Office Box 2265 Area Code 505§
Karen Aubrey Santa Fe, New Mexico 87504-2265

January 16, 1985

RECEIVED

HAND-DELIVERED JAN 16 7

Mr. Richard Stamets Oil. CONSERVATIUN DViSIoN

0il Conservation Division ) 35/75 :
Post Office Box 2088 Fele
Santa Fe, New Mexico 87501

Re: In the Matter of the Application of BTA 0il
Producers for Compulsory Pooling, Lea County,
New Mexico

Dear Mr. Stamets:
Enclosed please find an application for Compulsory

Pooling filed on behalf of BTA 0il Producers. Please
set this matter for hearing on February 13, 1985.

Vefy truly yours,

aren A Yy
KA :mh
Enc.

cc: Robin G. Hughes
BTA 0il Producers
104 S. Pecos
Midland, Texas 79701

Chama Petroleum Company
5447 Glenn Lakes Drive
Dallas, Texas 75231

Attn: Mr. Charles Nearburg



STATE OF NEW MEXICO
DEPARTMENT OF ENERGY AND MINERALS RECEIVED
OIL CONSERVATION DIVISION ’

R 1R
APPLICATION OF BTA
OIL PRODUCERS, FOR
COMPULSORY POOLING,
LEA COUNTY, NEW MEXICO. casE No. ¥4 09

APPLICATION

COME NOW, BTA OIL PRODUCERS, and applies to
the New Mexico 0il Conservation Division for an Order
pooling all mineral interests in the NE/4, Section
25, Township 20 South, Range 34 East, Lea County, New
Mexico, from the surface to the base of the Morrow,
within one mile of the present limits of the Lea-
Pennsylvanian Pool, for the formation of a 160 acre
proration spacing unit for the said production, and
in support thereof would show the Commission:

1. Applicant is an owner of the right to drill
and develop the NE/4 of Section 25, Township 20
South, Range 34 East, NMPM.

2. Applicant proposes to drill the 8212 JV - P
Lynch #3 Well, at a standard location, 660 feet from
the North line and 660 feet from the East 1line, and

to dedicate the NE/4 of said Section 25 to said well.



3. Applicant has sought to obtain the
cooperation of all parties.

4. In order to obtain their just and equitable
share of the production underlying the above lands,
Applicant needs an Order pooling the mineral interest
involved.

5. Those who have not consented to join in the
drilling of the well, with their addresses, to the

best of Applicant's information and belief, are as

follows:
1. Chama Petroleum Company
5447 Glenn Lakes
Dallas, Texas 75231
Attn: Mr. Charles Nearburg
The foregoing interest total 50% working
interest.

6. The party named in paragraph 5 above has
been furnished with a copy of this application.

WHEREFORE, Applicant prays that this application
be set for hearing before the Division's duly
appointed examiner, and that after notice and hearing
as required by law, the Division enter 1its Order
pooling the mineral interest described herein.
Applicant further prays that it be named operator of
the well, and that the Order make provision for

Applicant to recover out of production its costs of



drilling the subject well, completing and equipping
it, costs of operation, including costs of
supervision and a risk factor in the amount of 200%
for the drilling of the well, for such other and

further relief as may be proper.

Respectfully submitted,

BTA 0Oil Pyoducers

By:

Karen Aubrey
KELLAHIN & KELLAHIN
Post Office Box 2265
Santa Fe, New Mexico 87501

Attorneys for Applicant

cc: Robin G. Hughes
BTA 0il Producers
104 S. Pecos
Midland, Texas 79701

Chama Petroleum Company
5447 Glenn Lakes

Dallas, Texas 75231

Attn: Mr. Charles Nearburg
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DIVISION FOR THE PURPOSE OF

CONSIDERING:

CASES NOS. 8478 & 8505

Order No. R /9727

APPLICATION COF BTA OIL PRODUCERS FOR
COMPULSORY POOLING, LEA COUNIY,

NEW MEXICO.

APPLICATION OF CHAMA PETROLEUM
COMPANY FOR COMPULSORY POOLING AND
AN UNORTHODOX GAS WEII LOCATION,

IEA COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION




This cause came on for hearing at 8 a.m. on February 27, 1985 at

Santa Fe, New Mexico, before Examiner Michael E. Stogner.

NOW, on this day of July, 1985, the Division Director,
having considered the testimony, the record, and the recommendations of

the Examiner, and being fully advised in the premises,
FINDS THAT:

(1) Due public notice having been given as required by law, the

Division has jurisdiction of this cause and the subject matter thereof.

(2) In Case No. 8478, the applicant, BTA 0il Producers, seeks and
order pooling all mineral interests in the Pennsylvanian formations
underlying the NE:74 of Section 25, Township 20 South, Range 34 East,
NMPM, Lea:%:Pennsylvanian Gas Pool, Lea County, New Mexico, to be
dedicated to a well to be drilled at a standard gas well location 660

feet from the North and East lines of said Section 25.

(3) In Case No. 8505, the applicant, Chama Petroleum Company, seeks
an order pooling all mineral interests from the surface to the top of
the Wolfcamp formation and in the Pennsylvanian formations underlying
the NE/4 of said Section 25, to form a standard gas spacing and

develep s
proration unit for any and all formations and/or pools duéizeies on
160~acre spacing, to be dedicated to a well to be drilled at a standard
gas well location 660 feet from the North line and 1980 feet from the W;wuﬁi
c-?

East line of said Section 25. Applicant furtherpynderlying the E/2 of -—






said Section 25, to form a standard 320-acre gas spacing and proration

unit within said vertical limits also to be dedicated to the

above-described well which is an unorthodox gas well location for an ;
z'anﬂ"/

E/2, 320-acre gas spacing and proration unit in said Section 25.’IN THE

ALTERNATIVE, the applicant fesdses seeks an order pooling all mineral

interests from the surface tc the top of the Wolfcamp formation for any
Aeveleye

and all formations and/or pools dedicated on 160-acre spacing and

proration units, underlying the NE/4 of said Section 25, to be dedicated

to the above-described well to be drilled at a standard gas well

location for a 1l60-acre spacing and proration unit. Applicant further

seeks an order pooling all mineral interests form the top of the

Wolfcarp formation to the base of the Morrow formation for any and all
.ﬂ(eﬂ[ﬂ[’( ‘(

formations and/or pools dedsested on 320-acre spacing and proration

units, underlying the E/2 of said Section 25, also to be dedicated to

the above-described well which is an unorthodox gas well location for an

E/2, 320-acre, gas spacing and proration unit in said Section 25.

(4) At the February 13, 1985 hearing, Case No. 8478 was continued
L and
to the February 27, 1985 hearing so that”Case No. 8505 could be heard

simultaneously.

(5) At the time of the February 27, 1985 hearing, Cases Nos. 8478
and 8505 were consolidated for the purpose of testimony and should
furthermore be consolidated for the purpose of issuing a single order
inasmuch as both cases involve certain common acreage and the granting
of one application would nessarily require the concomitant denial of the

other.



(6) At the time of the February 27, 1985 hearingjthe applicant in
Case No. 8505, Chama Petroleum Company, requested%ag received approval
to dismise those portions of its application seeking to force pool any
and all formations and/or pools which are developed in 320-acre spacing

and proration units and for the unorthodox gas well location thereon.

(7) In Case No. 8505, while all formations from the surface to the
base of the Pennsylvanian, with the exception of the Wolfcamp formation,
are sought to be pooled by Chama Petroleum Company forming a standard

anme

l60~acre gas spacing and proration unit thereon, the primary target e

zone of interest is the lLea-Pennsylvanian Gas Pool.

(8) Each applicant, BTA 0il Producers and Chama Petroleum Company,

/1{»~%he;eéemeﬂn%LJiaﬁémﬁae;e, seeks to be named the operator of the unit

which comprises the NE/4 of said Section 25.

(9) The BTA 0il Producers application for compulsory pooling (Case
No. 8478) was received by the Division on January 16, 1985, and the
Chama Petroleum Company application for compulsory pooling (Case No.
8505) was received by the Division on January 25, 1985.

and

(10) Each applicant has the right to drillyproposes to drill a well
Pnpo;ed
at their respectivefflocations as described in Finding Paragraphs Nos.

(2) and (3) above.

(11) BTA 0il Producers holds the lease in the E/BJ/NE/4h§aid

Section 25 and Chama Petroleum Company holds, the lease in th W/%y/NE/4



7 [

of said Section 25; /Tﬁereforevboth applicants share equally,,ofaﬁﬁ”/h
cént — 50 percent, in the working interest of the proposed unit (NE/4
of said Section 25), and neither party has agreed to pool their

interests with the other.

(12) BTA 0Oil Producers made the first attempt to voluntarily pool
the subject lands controlled by Chama Petroleum Company in the proposed
unit, by having transmitted an Authorization For Expenditure, “AFE", to
Chama Petroleum Comparyy on January 4, 1985, whereas Chama responded
negatively by letter dated January 14, 1985 with claims that the BTA 0il

Producers AFE was "excessive" and that no well location was specified.

(13) A ime of the hearing both parties submd

exhibits, while both AFE's are bast Tmilar there is a significant

difference in the casj rogfamfwhich results in ificant cost
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/2 %) According to the geological evidence and testimony presented
by both parties~;ﬂt:' the time of the hearing, both parties are in
agreement as to the geology underlying the unit and that the proposed
location of the Chama Petroleum Company well is higher on the Morrow
structure and is slightly up dip from the propose BTA Oil Producers well

location, thereby, making the proposed Chama well location more

favorable.

'y (16) Although BTA 0il Producers made the first attempt to secure
voluntary agreement for the subject acreage ) }ffle application of Chama
Petroleum Company in Case No. 8505 should be given preference over the
application of BTA 0il Producers in Case No. 8478 based upon i

ﬁthé“geologically preferable location.

/ ( Vﬁ) To avoid the drilling of unnecessary wells, to protect
correlative rights, to avoid waste, and to afford to the owner of each
interest in said unit the opportunity to recover or receive without
unnecessary expense his just and fair share of the gas underlying the
proposed spacing and proration unit, the application of Chama Petroleum
Campany in Case No. 8505 should be approved by pooling all mineral
interest?, whatever they may be, from the surface tc the top of the
Wolfcamp formation and in the Pennsylvanian formations underlying the

NE/4 of Section 25, Township 20 South, Range 34 East, NMPM, Lea County,



at « S+an¢la.rd Ggas we Ul /OCC({‘"O")
New Mexico, to be dedicated to a well to be drilledp660 feet from the

North line and 1980 feet from the East line of said Section 25.

/ é 92’} The application of BTA Oil Producers in Case No. 8478 for an
order pooling all mineral interests in the Pennsylvanian formations

underlying the same acreage as described above, should be denied.

/7 j,lé) Chama Petroleum Company should be designated the operator of

the well and unit described in Finding Paragraph No. (17) above.

/ g 120'5 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.,

/? { }{) Any non-consenting wcrking 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 charge for the risk involved in the drilling of

the well.

20 ( ;l‘ Any non-consenting interest owner should be afforded the
opportunity to object to the actual well costs but actual well costs
should he adopted as the reasonable well costs in the absence of such

objection.



2 / ,(23') 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 amcunt that paid estimated well costs exceed reasonable

well costs.

22 /(Zﬁ) At the time of the hearing the applicant proposed that the
reasonable monthly fixed charges for supervision while drilling and

producing should be $5300.00 and $585.00, respectively.

22 (25) The above drilling and producing charges are above the normal
monthly fixed charges in this area for a well to a comparable depth and

should therefore be adjusted to reflect a more reasonable rate.

2y 426} $4800.00 per month while drilling and $480.C0 per month while
producing should be fixed as reasonable charges for supervision y
a”ih@"/‘.z(d éC’ w-“t”‘t‘/t, Srpm,’,“q/“{_z‘r‘éh rAC /fcpcg/‘/lcntlzi 5 N4r€
(combined fixed rates); the operator should beYof such supervision
charges attributable to each non-consenting working interest, and in
bé q‘,téffizh(o/ te w,—tﬁs’lélﬂl {If_tm f’”‘-'/ﬂc'flv‘-" tAC /"‘.0/01—_{/_5?4{5
addition thereto, the operator should”share of actual expenditures

required for operating the subject well, not in excess of what are

reasonable, attributable to each non-consenting working interest.

V4 ( }24 ) 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 owmership.



Zg (/2«6‘) Upon the failure of the operator of said pooled unit to
commence drilling of the well to which said unit is dedicated on or
before September 1, 1985, the order pooling said unit should become null

and void and of no effect whatsoever.

;2‘;7/UZ§) Should all the parties to this forced pooling reach voluntary
agreement subsequent to entry of this order, this order shall thereafter
be of no further effect.

275?1365 The operator of the well and unit shall notify the Director of
the Division in writing of the subsequent voluntary agreement of all

parties subject to the forced pooling provisions of this order.

IT IS THEREFORE ORDERED THAT:

(1) Division Cases Nos. 8478 and 8505 are hereby consolidated =aiQ
-sme—emne for the entry of a single order.
(2;’;ie application of BTA 0il Producers (Case No. 8478) seeking an
order pooling all mineral interests in the Pennsylvanian fcrmations
underlying the NEﬂ/4 of Section 25, Township 20 South, Range 34 East,
NMEM, Leq:—:Pennsylvanian Gas Poocl, Lea County, New Mexico, to be
dedicated to a well to be drilled at a standard gas well location 6€0

feet from the North and East lines of said Section 25, is hereby denied

(3) All mineral interests, whatever they may be, from the surface

to the top of the Wolfcamp formation and in the Pennsylvanian formations



underlying the NE/4 of said Section 25 are hereby pooled to form a
standard l60-acr%§as spacing and proration unit for any and all
formations and/or pocls developed on 160-acre spacing, to be dedicated
to a well to be drilled at a standard gas well location 660 feet from

the North line and 1980 feet from the East line of said Section 25.

PROVIDED HOWEVER THAT, the operator of said unit shall commence the

s
drilling of said well on or before the First day of September, 1985, and
shall thereafter continue the drilling of said well with due diligence

to a depth sufficient to test all of the Pennsylvanian formations;

PROVIDED FURTHER THAT, in the event said operator does not commence

the drilling of said well on or before the first day of September, 1985,
Parsscaph Ne.B

orden¥(3) of this order shall be null and void and of no effect

whatsocever, unless said operator obtains a time extension from the

Division for good cause shown.

PRCVIDED FURTHER THAT, should said well not be drilled to

campletion, or abandonment, within 120 days after commencement thereof,
said operator shall‘”ppear before the Division Director and show cause

hragra ph
why Ordenc(3) of this order should not be rescinded.

(4) Chama Petroleum Company is hereby designated the operator of

the subject well and unit.



(5) 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.

(6) 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.

(7) 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.

(8) Within 60 days fcllowing 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 reascnable well costs

exceed estimated well costs and shall receive form the operator his pro
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rata share of the amount that estimated well costs exceed reasonable

well costs.

(9) 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. )

- ™

(b) és a charge for the risk involved in the drilliné of the
well, 200 percént of the pro rata share of reasonable well costs
attributable to each non-consenting working interest owner whe has not

paid his shareéof estimated well costs within 30 days from thé date the

schedule of estiTiféd well costs is furnished to him. /,_J

(10) The operator shall distribute said costs and charges withheld

from producing to the parties who advanced the well costs.

{11) $4800.00 per month while drilling and $480.00 per month while
producing are hereby fixed as reasonable charges for supervision
(combined fixed rates); #grh the operator is hereby authorized to

withhold from production the proportionate share of such supervision
Charses atbrihptable (o e h ncd’tp.vsfﬂt(l?lj werking

interest, and in addition thereto, the operator is hereby skhamemef
avtherized o withkeld Sveim poviloct o Che proportisnele share of

actual expenditures required for operating such well, not in excess of



what are reasonable, attributable to each non-consenting working

interest.

(12) Any unsevered 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.

(13) 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 emdse-fromthe-

Swisiletn from production attributable to royalty interests.

(14) All proceeds from production form the subject well which are

not disbursed for any reason shall ummedlately be pl ced in escr W in
be ,h“‘{ e The fr." Cwner Theress ppea Hewran e o poock

Lea County, New Mexico, to ownershlp, the operator shall notny the
Division of the name and address of said escrow agent within 30 days

from the date of first deposit with said escrow agent.

(15) 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.

(16) The operator of the well and unit shall 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.



(17) 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.

SEAL

STATE OF NEW MEXICO

OIL. CONSERVATION DIVISION

R. L. STAMETS

Director



