
STAI~E OF NEW MEXIC()
ENERGY. MINERALS AND NAIURAL RESO’. RCFS DEPARFMENT

OIL CONSER\:ATION DI\>!SI()N

IN THE MATTER OF FHE HEARING

CALLED BY THE OIL CONSER\’ATION
DIVISION FOR THE PURPOSE OF

CONSIDERING:

CASE NO. 11643
ORDER NO. R-10703

APPLICATION OF MARALO, INC. FOR COMPULS()RY POOLING, LEA

COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

BY TIlE DIVISION:

This cause came oil for hearmo at 8:15 a.m on No\ember 7. 1990. at Santa Fe,

N-e~ Mexico. before Examiner Michae- E. Stoener

NOW, on this 14th da\ o! November.. i990. ~he Divislon Director. having

considered the testimony, the record aria the recommendat~,-,ns ..~f the Examiner. aqd being

tully advised m the premises,

FINDS THAT:

( 1 ) Due public notice having been given as :cqui:ed by law. the Division has

jurisdiction of this cause and the subject matter thereof.

(2) The applicant, Maralo, Inc., seeks an order pooling all mineral interests
from the surface to the base of the lJndesignated Bronco-\Volfcamp Pool underlying the

NE/4 SW/4 (Unit K) of Section 15, Township 13 South. Range 38 East. NMPM. Lea
County. New Mexico, to form a standard 40-acre oil spacing and proration unit for any

and all formations and/or pools developed on 40-acre sp:~cing within said \ertical extent.

(3) Said unit is to be dedicated to the propo>ed Davis " 15" \Vcll No. 1 (API

No. 30-025-33641) to be drilled at a standard oil well ],>cation 1980 feet trom the South

and W’est lines of said Section 15

The applicant o\~.ns an interest in the subject quarter-quarter section and as

such has me right te drill tor and deveiop the proposed 40 acre proration unit and to
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recover oil underlying the same.

(5) There are other owners of mineral interest in the proposed proration unit
who have not agreed to pool their interests.

(6) No interested or affected party to this matter appeared at the hearing 
opposition to this application.

(7) To avoid the drilling of unnecessary wells, to protect correlative rights, 

prevent waste, and to afl-brd 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 oil in any

pool completion resulting from this order, the subject application should be approved by
pooling all mineral interests, whatever they may be. within said unit.

(8) The applicant should be designated the operator of the subject well and unit.

(9) Any non-consenting working interest owner should be afforded the

opportunity to pay his share of the estimated well costs to the operator in lieu of paying
his share of reasonable well costs out of production.

(10) Any non-consenting working interest owner who does not pay his share 

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.

(11) Any non-consenting interest owner should be afforded the opportunity 

object to the actual well costs but actual well costs should be adopted as the reasonable
well costs in the absence of such objection.

(12) Following determination of reasonable well costs, any non-consenting

working interest owner who has paid his share of estimated well costs should pay to the

operator any amount that reasonable well costs exceed estimated well costs and should
receive trom the operator any amount that paid estimated well costs exceed reasonable well

costs.

(13) $5,651.00 per month while drilling and $565.00 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
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are reasonable, attributable to each non-consenting working interest.

14,, All proceeds from production from the subject well which are not disbursed

tor any reason should be placed in escrow to be paid ’~ the true owner thereof upon
dema,]d and proof (}i-ownersh!p.

(15) Upon the failure of the operator of said pooled unit to commence drilling

of tb.e subect well to which said unit is dedicated on or I~ctore March 15. !997. the order
poolir U :said unit should become null and void and (fln,., effect whatsoe\ or.

(16~ Should all the parties to this force-pop,ling reach voluntar\ agreelnent

subsequent to entr\ of this order~ this order should thcte~tter be of no further effect.

( !7 ! The operator of the ~:ell and unit shoald n;~ti!x the Director ,.)f the Division

in writing of the subsequent voluntary agreement of all parties subject to the three-pooling

provisions of this order.

IT IS THEREFORE ORDERED THAT:

(1) All mineral interests, whatever they max be. fronn_ the surface to the base

or ~t~e Undesienated Bronco-Wolfcamp Pool underlvin,, tt~e NE:4 SW 4 (Unit K) 
Section 15, Township i3 South, Range 38 East. NMPM. Lea County, New Mexico, are

hereby pooled to form a standard 40-acre oil spacing and proration unit tor any and all
formations and/or pools developed on 40-acre spacing x~ ithin said vertical extent. Said

unit !s to be dedicated to the proposed Davis "i5" Well No. 1 (API No. 30-025-33641)

to bc drilled at a standard oil well location 1980 feet fl-om the South and West lines of said
Section 15

PRO\:IDED HOWEVER TttAT, the operator ,-,r said unit shall commence the
drilline of said wel! on or before the :~.ttc,.p, th da; of= l:t;,.t,~. 1997. and shall thereafter

continue the drilling c,t said we~,.. ~ l:h due diligence ~) a depth sufficient to test the
W(}lfcamp formation.

PROVIDED FURTHER THAT. in the event said operator does not commence the
drilline of said well on or befbre the fifteenth day: of March. 1997, Decretory Paragraph

No. (1) of this order shall be nuli and void and of no effect whatsoever, unless said
operator obtains a time extension from the DMsion for good cause sho\vn.

PROVIDED FURTHER THAT, should said well not be drilled to completion, or

abandonment, within 120 days after commencement thereof, said operator shall appear

bcfore the Division Director and show cause why Decrctory Paragraph No. (1) of this
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~:-der should not be rescinded~

Maralo. lnc is hereby designated the ,.)pe’:at<, oi the sub!ect ,,xel! and unit.

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 sut!ject unit an itemized schedule or ebtimated well costs.

14) Within 30 day, s from the date the schedule of estimated well costs is

furnished to him. an}; non-consenting working interest ¢~\vner 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.

15) The operator shall furnish the Division and cach known working interest
~wner an itemized schedule of actual well costs within 90 days followine completion of
the well: if no objection to the actual well costs is reccived bv the Division and the

Division has not objected within 45 days tk~!lowing receipt of said schedule, the actual well
costs shall be the reasonable well costs: provided ilox~cxero It there is an obiection to

actual well costs withiln_, stud 45-da? perlod the Dix~_s,,on ,aili determine reasonable well

c,~sts atier public notice and hearing

!6! \Vithm 6(3 days toliox~ine determinanon o: tcasona~ie well costs, any non-

consenting working interest owner who has pa~d his share ,.~.’. estimated costs in advance
as provided above shall pay to the operator his pro rata share of the amount that reasonable
wel! costs exceed estimated well costs and shall receive from the operator his pro rata

share of the amount that estimated wel! costs exceed reasonable well costs.

(7) The operator is hereby authorized to ~ ithhold the follo~ing costs and

charges from production:

(A} The pro rata share of reasonable well costs

attributable to each non-consentin~ working
interest owner who has not paid his share of

estimated well costs w’ithin 30 da\ s from the
date the schedule of estimated \~eil costs is

furnished to him: and

(B) As a charge for {he risk invoiced in the

drilling of tile well. 200 percent ,~ ,:_~e pro
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rata share of reasonable \vcl! costs
attributabIe to eachnvn-~.onsemm~:, ’a,,,rking

interest o\vner who has not paid hi,, >]l;:tre of

esnmated well costs within 30 da\,, l>,m the

date ~he schedule ,~f estimated ~c~’ ,x’sts is
t:urmshed t,.; him.

(8) The ,.)pera~or shall distribute said c~,t,~ :_tnd char2es ,.v,.thheld from

pr~:)duction to the pames who advanced the well costs.

!9! $5.651.00 per month v.hile drilling and S5o5.00 per month x~hde 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 \~ orking interest, and in addition

thereto, the operator is hereby authorized to withhold from production the proportionate
share of actual expenditures required for operating such \~ell. not in excess of what are

reasonable, attributable to each non-consenting working interest.

(i0) 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 charees under the terms of this order

I 11 i~ Any well costs ol charges ~vi~ich are to be paid out of production shall be
~v.ithheld ,rely from the workin~o interests share of prodLlction, and no costs or charoes

1 ’ |
shall be withheld from producnon attributable to ro~ait-, ~nterests.

(I 2) All proceeds from producnon from the su{’nect well which are not disbursed

for any _reason shall be placed in escro~ in Lea Count~. Neu Mexico. to be paid to the
true c,~vner thereof upon demand and proof ,,-~f ownersh,,p~ the operator shall notify the
l)lv~s~on of the name and address of said escrow agenl ,.~ ~thm 30 days from the date of

first deposit with said escrow agent.

(13) 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.

(14) The operator of the subject well and unit shall noti~ the Director of the

Division in writing of the subsequent voluntary agreement of all parties subject to the
force-pooling provisions of this order.

15) Jurisdiction of this cause is retained for the entry of such further orders as

the Division rnay deem necessary.
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DONE at Santa Fz. Ne,a Mexico. on the’ da\ and ,car herelnaboxc designated

STAIE ()F NtVV MEXICO

OIl.. CONSER\ ;\FION DIVISION
\
\ c

WILLIAM J LEMAY

\Director

S E A L


