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ENERGY, 

STATE OF NEW MEXICO 

MINERALS AND NATURAL RESOURCES 

OIL CONSERVATION DIVISION 

DEPARTMENT 

IN THE MATTER OF THE HEARINC 

CALLED BY THE OIL CONSERVATION 

DIVISION FOR THE PURPOSE OF 

CONSIDERING: 

CASE NO. 9417 

Order No. R-8690 

APPLICATION OF ANADARKO PETROLEUM 

CORPORATION FOR COMPULSORY POOLING 

AND AN UNORTHODOX OIL WELL LOCATION, 

LEA COUNTY, NEW MEXICO 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on for hearing at 8:15 a .m. on June 22, 1988, at 

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

NOW, on th is 29 th day of June, 1988, the Division Di rector , 

having considered the test imony, the reco rd , and the recommendations of 

the Examiner, and being fu l l y advised in the premises, 

FINDS T H A T : 

(I) Due publ ic notice having been g iven as requi red by law, the 

Division has ju r isd ic t ion of th is cause and the subject matter thereof . 

(2) The appl icant , Anadarko Petroleum Corpora t ion , seeks an order 

pooling all mineral interests from the surface to the base of the Strawn 
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f o r m a t i o n u n d e r l y i n g e i t h e r t he SE /4 SE /4 o f Sec t ion 2 8 , T o w n s h i p 16 

S o u t h , Range 38 E a s t , NMPM, Lea C o u n t y , New M e x i c o , to f o rm a s t a n d a r d 

s t a t e w i d e 40 -ac re o i l s p a c i n g a n d p r o r a t i o n u n i t o r t h e E/2 SE /4 o f sa id 

b e c t i o n 28 f o r m i n g a s t a n d a r d 80 -ac re oi l s p a c i n g a n d p r o r a t i o n u n i t f o r t h e 

S t r a w n f o r m a t i o n a t s u c h t ime as Spec ia l Pool Ru les f o r 80 -ac re s p a c i n g in 

t h e S t r a w n f o r m a t i o n is a d o p t e d in t he a r e a . 

(3 ) B o t h u n i t s a re to be d e d i c a t e d to a s i n g l e we l l to be d r i l l e d a t nn 

u n o r t h o d o x oi l wel l loca t ion 1100 fee t f r om t h e S o u t h l ine and 450 fee t f r om 

t h e East l ine ( U n i t P) o f sa id Sec t ion 28 . 

(4 ) A wel l a t sa id u n o r t h o d o x o i l we l l loca t ion s h o u l d b e t t e r enab le 

t he a p p l i c a n t to p r o d u c e t he oi l u n d e r l y i n g t h e p r o r a t i o n u n i t s . 

(5 ) T h e r e a re i n t e r e s t o w n e r s in t h e p r o p o s e d p r o r a t i o n u n i t s who 

have no t a g r e e d to pool t h e i r i n t e r e s t s . 

(6 ) No a f f e c t e d p a r t y in t he case a p p e a r e d a n d / o r o b j e c t e d to t h i s 

a p p l i c a t i o n . 

( 7 ] To a v o i d t he d r i l l i n g o f u n n e c e s s a r y w e l l s , to p r o t e c t c o r r e l a t i v e 

r i g h t s , to p r e v e n t w a s t e , a n d to a f f o r d t o the o w n e r o f each i n t e r e s t in 

sa id u n i t s t he o p p o r t u n i t y to r e c o v e r o r r e c e i v e w i t h o u t u n n e c e s s a r y 

e x p e n s e h is j u s t a n d f a i r sha re o f t h e o i l in a n y pool comp le t i on r e s u l t i n g 

f r o m t h i s o r d e r , t he s u b j e c t a p p l i c a t i o n s h o u l d be a p p r o v e d b y poo l i ng all 

m ine ra l i n t e r e s t s , w h a t e v e r t h e y may b e , w i t h i n sa id u n i t s . 

(8 ) T h e a p p l i c a n t s h o u l d be d e s i g n a t e d t he o p e r a t o r o f t h e s u b j e c t 

wel l and u n i t s . 

(9 ) A n y n o n - c o n s e n t i n g w o r k i n g i n t e r e s t o w n e r s h o u l d be a f f o r d e d 

t h e o p p o r t u n i t y to p a y h i s sha re o f es t ima ted we l l cos ts to t he o p e r a t o r in 

l ieu o f p a y i n g h is s h a r e o f reasonab le we l l cos ts o u t o f p r o d u c t i o n . 
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(10) A n y n o n - c o n s e n t i n g w o r k i n g i n t e r e s t o w n e r who does no t p a y 

h i s s h a r e o f es t ima ted we l l cos ts s h o u l d have w i t h h e l d f r om p r o d u c t i o n h is 

sha re o f t h e reasonab le we l l cos ts p l u s an a d d i t i o n a l 200 p e r c e n t t h e r e o f as 

a reasonab le c h a r g e f o r t h e r i s k i n v o l v e d in t he d r i l l i n g o f t he w e l l . 

(11) A n y n o n - c o n s e n t i n g i n t e r e s t o w n e r s h o u l d be a f f o r d e d t he 

o p p o r t u n i t y to ob jec t to t h e ac tua l we l l cos ts b u t ac tua l wel l cos ts s h o u l d 

be a d o p t e d as t he reasonab le wel l cos ts in t h e absence o f s u c h o b j e c t i o n . 

(12) Fo l l ow ing d e t e r m i n a t i o n o f reasonab le wel l c o s t s , a n y 

n o n - c o n s e n t i n g w o r k i n g i n t e r e s t o w n e r who has pa id h is s h a r e o f es t ima ted 

cos ts s h o u l d pay to t he o p e r a t o r a n y amoun t t h a t reasonab le we l l cos ts 

exceed es t ima ted wel l cos ts a n d s h o u l d rece i ve f r o m the o p e r a t o r a n y 

amount t h a t pa i d es t ima ted wel l cos ts exceed reasonab le wel l c o s t s . 

(13) A t t he t ime o f the h e a r i n g t he a p p l i c a n t p r o p o s e d t h a t t he 

reasonab le m o n t h l y f i x e d c h a r g e s f o r s u p e r v i s i o n wh i l e d r i l l i n g a n d 

p r o d u c i n g s h o u l d be $5500.00 a n d $550 .00 , r e s p e c t i v e l y . 

(14) T h e above d r i l l i n g and p r o d u c i n g c h a r g e s a re in excess o f t he 

norma l m o n t h l y f i x e d c h a r g e s in t h i s area f o r a we l l to a comparab le d e p t h 

a n d s h o u l d t h e r e f o r e be a d j u s t e d to r e f l e c t a more reasonab le r a t e . 

(15) $4900.00 pe r m o n t h wh i l e d r i l l i n g a n d $490.00 pe r mon th wh i le 

p r o d u c i n g s h o u l d be f i x e d as reasonab le c h a r g e s f o r s u p e r v i s i o n ( comb ined 

f i x e d r a t e s ) ; t he o p e r a t o r s h o u l d be a u t h o r i z e d to w i t h h o l d f r om p r o d u c t i o n 

t h e p r o p o r t i o n a t e sha re o f s u c h s u p e r v i s i o n c h a r g e s a t t r i b u t a b l e to each 

n o n - c o n s e n t i n g w o r k i n g i n t e r e s t , a n d in a d d i t i o n t h e r e t o , t he o p e r a t o r 

s h o u l d be a u t h o r i z e d to w i t h h o l d f r o m p r o d u c t i o n t h e p r o p o r t i o n a t e sha re o f 

a c t u a l e x p e n d i t u r e s r e q u i r e d f o r o p e r a t i n g t h e s u b j e c t w e l l , no t in exce:5s 

o f w h a t a re r e a s o n a b l e , a t t r i b u t a b l e to each n o n - c o n s e n t i n g w o r k i n g 

i n t e r e s t . 
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(16) A l l p roceeds f r om p r o d u c t i o n f r o m the s u b j e c t we l l w h i c h a re no t 

d i s b u r s e d f o r a n y reason s h o u l d be p laced in esc row to be p a i d to t h e t r u e 

o w n e r t h e r e o f u p o n demand and p r o o f o f o w n e r s h i p . 

(17) Upon t h e f a i l u r e o f t h e o p e r a t o r o f sa id poo led u n i t s t o commence 

d r i l l i n g o f t h e we l l to w h i c h sa id u n i t s a re d e d i c a t e d on o r b e f o r e O c t o b e r 

1 , I988, t h e o r d e r poo l i ng sa id u n i t s s h o u l d become n u l l and v o i d a n d o f no 

e f f e c t w h a t s o e v e r . 

(18) Shou ld a l l t h e p a r t i e s to t h i s f o r c e p o o l i n g reach v o l u n t a r y 

a g r e e m e n t s u b s e q u e n t to e n t r y o f t h i s o r d e r , t h i s o r d e r s h o u l d t h e r e a f t e r 

be o f no f u r t h e r e f f e c t . 

(19) T h e o p e r a t o r o f t he we l l a n d u n i t s s h o u l d n o t i f y t h e D i r e c t o r o f 

t he D i v i s i o n in w r i t i n g o f t he s u b s e q u e n t v o l u n t a r y a g r e e m e n t o f a l l p a r t i e s 

s u b j e c t to t he f o r c e p o o l i n g p r o v i s i o n s o f t h i s o r d e r . 

IT IS THEREFORE ORDERED THAT: 

( I ) A l l m ine ra l i n t e r e s t s , w h a t e v e r t h e y may b e , f r om t h e s u r f a c e to 

t h e base o f t he S t r a w n f o r m a t i o n u n d e r l y i n g e i t h e r t he SE/4 SE/4 o f 

Sec t i on 28 , T o w n s h i p 16 S o u t h , Range 38 E a s t , NMPM, Lea C o u n t y , New 

M e x i c o , to f o rm a s t a n d a r d 40 -ac re o i l s p a c i n g and p r o r a t i o n u n i t o r t h e 

E/2 SE /4 o f sa id Sec t ion 28 f o r m i n g a s t a n d a r d 80 -ac re o i l s p a c i n g and 

p r o r a t i o n u n i t f o r t he S t r a w n f o r m a t i o n , a t s u c h t ime as Spec ia l Pool Ru les 

f o r 80 -ac re s p a c i n g in t h e S t r a w n f o r m a t i o n is a d o p t e d in t h e a r e a . B o t h o f 

t h e above u n i t s a re to be d e d i c a t e d to a s i n g l e wel l to be d r i l l e d a t an 

u n o r t h o d o x o i l we l l loca t ion 1100 fee t f r o m t h e S o u t h l ine a n d 450 fee t f r om 

the East l ine ( U n i t P) o f sa id Sec t ion 28 . 

P R O V I D E D HOWEVER T H A T , t h e o p e r a t o r o f sa id u n i t s sha l l commence 

t he d r i l l i n g o f sa id wel l on o r b e f o r e t h e f i r s t d a y o f O c t o b e r , 1988, and 
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sha l l t h e r e a f t e r c o n t i n u e the d r i l l i n g o f sa i d we l l w i t h due d i l i g e n c e to a 

d e p t h s u f f i c i e n t t o t e s t t h e S t r a w n f o r m a t i o n ; 

PROVIDED F U R T H E R T H A T , in t h e e v e n t sa id o p e r a t o r does no t 

commence t h e d r i l l i n g o f sa id we l l on o r b e f o r e t h e f i r s t d a y o f O c t o b e r , 

1988, O r d e r i n g P a r a g r a p h N o . ( I ) o f t h i s o r d e r sha l l be n u l l a n d v o i d a n d 

o f no e f f e c t w h a t s o e v e r , un less sa id o p e r a t o r o b t a i n s a t ime e x t e n s i o n f r o m 

t h e D i v i s i o n f o r good cause s h o w n . 

PROVIDED F U R T H E R , t h a t s h o u l d sa id wel l no t be d r i l l e d to 

c o m p l e t i o n , o r a b a n d o n m e n t , w i t h i n 120 d a y s a f t e r commencement t h e r e o f , 

sa id o p e r a t o r sha l l appea r b e f o r e t h e D i v i s i o n D i r e c t o r a n d show cause w h y 

O r d e r i n g P a r a g r a p h N o . (1 ) o f t h i s o r d e r s h o u l d no t be r e s c i n d e d . 

(2 ) A n a d a r k o Pe t ro leum C o r p o r a t i o n is h e r e b y d e s i g n a t e d t he 

o p e r a t o r o f the s u b j e c t wel l and u n i t s . 

(3 ) A f t e r t h e e f f e c t i v e da te o f t h i s o r d e r a n d w i t h i n 90 d a y s p r i o r to 

commenc ing sa id w e l l , t he o p e r a t o r sha l l f u r n i s h t h e D i v i s i o n and each 

k n o w n w o r k i n g i n t e r e s t o w n e r in t h e s u b j e c t u n i t s an i temized schedu le o f 

es t ima ted wel l c o s t s . 

(4 ) W i t h i n 30 d a y s f r om t h e d a t e t h e schedu le o f es t ima ted wel l cos ts 

is f u r n i s h e d to h i m , a n y n o n - c o n s e n t i n g w o r k i n g i n t e r e s t o w n e r sha l l have 

t h e r i g h t to p a y h i s s h a r e o f es t ima ted we l l cos ts to t h e o p e r a t o r in l ieu o f 

p a y i n g h i s s h a r e o f reasonab le we l l cos ts o u t o f p r o d u c t i o n , a n d a n y s u c h 

o w n e r who p a y s h i s s h a r e o f es t ima ted we l l cos t s as p r o v i d e d above sha l l 

remain l iab le f o r o p e r a t i n g cos ts b u t sha l l no t be l i ab le f o r r i s k c h a r g e s . 

(5 ) T h e o p e r a t o r sha l l f u r n i s h t h e D i v i s i o n a n d each k n o w n w o r k i n g 

i n t e r e s t o w n e r an i temized s c h e d u l e o f ac tua l we l l cos ts w i t h i n 90 d a y s 

f o l l o w i n g comp le t i on o f t h e w e l l ; i f no o b j e c t i o n to t h e ac tua l we l l cos ts is 

r e c e i v e d b y t h e D i v i s i o n a n d t h e D i v i s i o n has no t o b j e c t e d w i t h i n 45 d a y s 
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f o l l o w i n g r e c e i p t o f sa id s c h e d u l e , t h e ac tua l we l l cos ts sha l l be t h e 

reasonab le wel l c o s t s ; p r o v i d e d h o w e v e r , i f t h e r e is an o b j e c t i o n to ac tua l 

wel l cos t s w i t h i n sa id 4 5 - d a y p e r i o d t h e D i v i s i o n w i l l d e t e r m i n e reasonab le 

we l l cos ts a f t e r p u b l i c no t i ce a n d h e a r i n g . 

(6 ) W i t h i n 60 d a y s f o l l o w i n g d e t e r m i n a t i o n o f reasonab le wel l costs, , 

a n y n o n - c o n s e n t i n g w o r k i n g i n t e r e s t o w n e r who has pa id h i s s h a r e o f 

es t ima ted cos ts in a d v a n c e as p r o v i d e d above sha l l pay to t h e o p e r a t o r h i s 

p r o ra ta s h a r e o f t h e amoun t t h a t reasonab le we l l cos ts exceed es t ima ted 

we l l cos t s a n d sha l l r ece i ve f r o m the o p e r a t o r h is p r o r a t a s h a r e o f t he 

amoun t t h a t es t ima ted wel l cos ts exceed reasonab le we l l c o s t s . 

(7 ) T h e o p e r a t o r is h e r e b y a u t h o r i z e d to w i t h h o l d t he f o l l o w i n g cos ts 

a n d c h a r g e s f r o m p r o d u c t i o n : 

( A ) T h e p r o ra ta s h a r e o f reasonab le we l l 

cos ts a t t r i b u t a b l e to each n o n - c o n s e n t i n g w o r k i n g i n t e r e s t 

o w n e r who has no t pa i d h is s h a r e o f es t ima ted we l l cos ts 

w i t h i n 30 d a y s f r om t h e da te t he s c h e d u l e o f es t ima ted wel l 

cos ts is f u r n i s h e d to h i m . 

( B ) As a c h a r g e fo r t he r i s k i n v o l v e d in t he 

d r i l l i n g o f t he w e l l , 200 p e r c e n t o f t h e p r o ra ta s h a r e o f 

reasonab le wel l cos ts a t t r i b u t a b l e t o each n o n - c o n s e n t i n g 

w o r k i n g i n t e r e s t o w n e r who has no t pa id h is s h a r e o f 

es t ima ted wel l cos t s w i t h i n 30 d a y s f r om the da te t he 

schedu le o f es t ima ted we l l cos ts is f u r n i s h e d to h i m . 

(8 ) T h e o p e r a t o r sha l l d i s t r i b u t e sa id cos ts a n d c h a r g e s w i t h h e l d 

f r om p r o d u c t i o n to t he p a r t i e s who a d v a n c e d t h e we l l c o s t s . 

(9 ) $4900.00 pe r m o n t h wh i l e d r i l l i n g a n d $490.00 pe r m o n t h wh i l e 

p r o d u c i n g a re h e r e b y f i x e d as reasonab le c h a r g e s f o r s u p e r v i s i o n 
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( comb ined f i x e d r a t e s ) ; t h e o p e r a t o r is h e r e b y a u t h o r i z e d to w i t h h o l d f r o m 

p r o d u c t i o n t h e p r o p o r t i o n a t e sha re o f s u c h s u p e r v i s i o n c h a r g e s a t t r i b u t a b l e 

to each n o n - c o n s e n t i n g w o r k i n g i n t e r e s t , a n d in a d d i t i o n t h e r e t o , t he 

o p e r a t o r is h e r e b y a u t h o r i z e d to w i t h h o l d f r om p r o d u c t i o n t h e p r o p o r t i o n a t e 

s h a r e o f ac tua l e x p e n d i t u r e s r e q u i r e d f o r o p e r a t i n g s u c h w e l l , no t in 

excess o f w h a t a r e r e a s o n a b l e , a t t r i b u t a b l e t o each n o n - c o n s e n t i n g w o r k i n g 

i n t e r e s t . 

(10) A n y un leased m ine ra l i n t e r e s t sha l l be c o n s i d e r e d a s e v e n - e i g h t h s 

( 7 / 8 ) w o r k i n g i n t e r e s t and a o n e - e i g h t h ( I / 8 ) r o y a l t y i n t e r e s t f o r t he 

p u r p o s e o f a l l o c a t i n g cos ts a n d c h a r g e s u n d e r t he t e r m s o f t h i s o r d e r . 

(11) A n y wel l cos ts o r c h a r g e s w h i c h a r e to be p a i d o u t o f p r o d u c t i o n 

sha l l be w i t h h e l d o n l y f r om the w o r k i n g i n t e r e s t ' s s h a r e o f p r o d u c t i o n , a n d 

no cos ts o r c h a r g e s sha l l be w i t h h e l d f r om p r o d u c t i o n a t t r i b u t a b l e to 

r o y a l t y i n t e r e s t s . 

(12) A l l p roceeds f r om p r o d u c t i o n f r o m the s u b j e c t we l l w h i c h a re no t 

d i s b u r s e d f o r a n y reason sha l l immed ia te ly be p laced in esc row in Lea 

C o u n t y , New M e x i c o , to be pa id to t h e t r u e o w n e r t h e r e o f u p o n demand 

a n d p r o o f o f o w n e r s h i p ; t he o p e r a t o r sha l l n o t i f y t he D i v i s i o n o f t he name 

a n d a d d r e s s o f sa id esc row a g e n t w i t h i n 30 d a y s f r o m the da te o f f i r s t 

d e p o s i t w i t h sa id esc row a g e n t . 

(13) S h o u l d a l l t h e p a r t i e s to t h i s f o r c e p o o l i n g reach v o l u n t a r y 

a g r e e m e n t s u b s e q u e n t to e n t r y o f t h i s o r d e r , t h i s o r d e r sha l l t h e r e a f t e r be 

o f no f u r t h e r e f f e c t . 

(14) T h e o p e r a t o r o f t h e wel l and u n i t s sha l l n o t i f y t h e D i r e c t o r o f 

t he D i v i s i o n in w r i t i n g o f t he s u b s e q u e n t v o l u n t a r y a g r e e m e n t o f a l l p a r t i e s 

s u b j e c t to t h e f o r c e p o o l i n g p r o v i s i o n s o f t h i s o r d e r . 
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(15) Jur isd ic t ion of th is cause is retained for the en t r y of such 

fu r t he r orders as the Division may deem necessary. 

DONE at Santa Fe, New Mexico, on the day and year hereinabove 

designated. 

WILLIAM J . LEMAY 

STATE OF NEW MEXICO 

OIL CONSERVATION DIVISION 

Director 

S E A L 


