
STA~E OF NEW MEXICO

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTEROFTHE HEARING CALLED
BY THE Oll~ CONSERVATION DIVISION FOR

THE PURPOSE OF CONSIDERING:

CASE NO. 12840

ORDER NO. R-11752

APPLICATION OF DAVID tl. ARRINGTON O11~ & GAS, INC. FOR

COMPUI,SORY POOLING, LEA COUNTY, NEW MEXICO.

ORDER OF ]’FIE DIVISION

BY THE DIVISION:

lhis case came on for hearing at 8:15 a.m. oll March 21. 2002. at Santa t:e, New

Mexico betbrc Examiner Michael E. Stogncr.

NOW, Oll this 5th day of April, 2002, the Division Director, hax ing considered the

testimony, the record and the recommendations of the Examiner.

FINDS THAT:

(1) Due public notice has been given, and the Di\ ision has jurisdiction of this

case and ils subject matter.

(2) At the hearing, Division Cases No. 12828 and 12840 \yore consolidated 
the purpose o 1 testimony.

(3) David lI. Arrington Oil 8..: (]as. Inc. ("Applicant) seeks an order pooling 
uncommitted mineral i11terests t’1o111 the surfiice to the base oithe Mississippian formation
underlying the following acreage in Section 36, Tov,’nship 14 South. Range 34 East, NMPM,

Lea County, New Mexico, in the folio\ring manner:

(a) the S/2 to form a standard 320-acre lay-do\’,n gas
spacing and proratiol-i unit ("the _~,0-acrc [nit") for
any and all lbrmations and/or pools de\eloped on

320-acre spacing within that vertical extent, which
presently include but are not necessarily limited to the

Undesignated North Morton-Atoka Gas Pool,
Undesignated Tres Papalotes-Atoka Gas Pool,

Undesignated East Morton-Morro\~ Gas Pool,
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Undcsignated North Morton-Morrow Gas Pool, and

Undesignated Morton-Mississippian Gas Pool;

(b) the SE/4 to form a standard 160-acre spacing and

proration unit ("the 160-acre [.!nit") for anx and all
formations mad;or pools developed on l O0-acre

spacing within that vertical extent, \shich presently
include but are not necessarily limited to the

Undesignated High Plains-Pcrmo Upper
Pennsylvanian Pool;

(c) the E/2 SE/4 to lbrm a standard S0-acrc stand-up oil

spacing and proration unit ("the 80-acre [ nit") for any
pool within that vertical extent with special rules

providing for development on 80-acrc spacing, which

presently includes only the Undesignated Morton-
Wolfcamp Pool; and

(d) the SE/4 SE/4 to tbrm a standard 40-acre oil spacing
and proration unit ("the 40-acre Unit") for formations

and/or pools developed on 40-acre spacing within that
vertical extent, which presently include but arc not
necessarily limited to the Undesignated North Morton
Permo-Pennsylvanian.

(4) The above-described units ("the 1 lnits") arc to be dedicated to the Applicant’s
proposed Red Eyed Squealy Worn1 Well No. 1 to be drilled 825 feet l)-om the South line and

1275 l’cct from the East line (Unit P) of Section 30, which location is a standard gas x,,cll
location ibr the 320-acre Unit and is a standard gas well location for the 160-acre Unit.

Ho\~ c\ or, the proposed location is unorthodox for the 40-acre {hilt, the S0-acre Unit in the
L:ndcsignated Morton-Wolfcamp Pool (see the special pool rules go\ eming this pool as set
tbrth in Division Order No. R-2872, as amended), and the 160-acrc (oil) Unit in 

Undesignated High P1Mns-Permo Upper Pennsylvanian Pool (see Rule 4 of the ’@)ecia/
Rule’s and Regulations for the !tigh Plains-Permo ~O)l)Ur Pcnnsvlvanian Pool.’" 
promulgated by Division Orders No. R-2874, R-2874-A, R-2874-B, R-2874-C, R-7955, and

R-111S3).

(5) Applicant further requests that it or another party that it designates in the
[)i\ isions rccords be operator of the above-dcscribcd well mad l, Jnits.

(0) Two or more separately owned tracts are embraced \\ ithin the t.Jnits, alld,/cq
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lhcrc arc royalty interests and/or undivided interests in oil and gas minerals in one or more

tracts included in the Units that are separately owned

(7) Applicant is an owner of an oil and gas working interest within each of the

[ nits and therefore lms the right to drill for and develop tile lninerals underlying these Units.

(8) There are interest owners in each oflhe proposed Lnits that haxe not agreed

to pool their interests.

(9) Yates Petroleum Corporation entered its appearance at tile hearing through
legal counsel, but did not oppose any relief sought by Applicant. No other operator and/or

n~ineral interest owner appeared at the hearing in opposition Io this application.

(10) To avoid tile drilling of unnecessary wells, to protect correlative rights, 
pre\cnt \\astc and to afford to the owner of each interest in the Units the opportunity 

recover or receive without unnecessary expense its just and [21ir share o f hydrocarbons, this
application should be approved by pooling all uncommitted mineral interests, \s hatever they

may be, within the Units.

( 1 1 ) Applicant, or its designee, should be tile operator ol’tl!c proposed xxell and 

the [,;nits.

(12) Any non-consenting working interest owner xxho does not pay its share 

estimated xxell costs should have withheld from production its share o frcasonable well costs

plus all additional 200 percent thereof as a reasonable charge lbr tile risk invohed in the
drilling of the well.

(13) Reasonable charges l’or supervision (combined i]xcd rates) should be t]xcd 

S ()J)00.00 per month while drilling and $ 600.00 per month \x hile producing, provided 
these rates should be adjusted annually pursuant to Section Ill. 1.A.3. of the COPAS form
titled ",lccounzing Procedure-,loinl O/)erations." The operator should be authorized to
withhold from production the proportionate share of both the supervision charges and the

actual expenditures required for operating the well, not ill excess of what arc reasonable,
attributable to each non-consenting working interest.

IT IS THEREFORE ORDERED THAT:

(1) Pursualat to the application of David H. Arrington Oil & Gas, Inc., all

kmcommilled mineral interests, whatever they may be, from the surlhce to file base of the

M ississippian f’ormation underlying the following described acreage in Section 36, Township
14 South, Range 34 East, NMPM, Lea (’ounty, Nc\v Mexico. are hereby pooled, as l’ollows:
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(a) the S/’2 to fornl a standard 320-acre tay-do\vn gas
_~=()-acro [;nit") [’orspacing and proration unit ("the "~

any and all lbrmations and,,or pools developed on
320-acre spacing xxithin that vertical extent, which

presently include but are not necessarily limited to the
Undesignated North Morton-Atoka Gas Pool,

Undesignated lres Papalotes-Atoka Gas Pool,
Undesignated East Morton-Morro\~ Gas Pool,

Undesignated North Morton-Monoxv Gas Pool, and
Undesignated Morton-Mississippian Gas Pool;

(b) the SE/4 to form a standard 160-acre spacing and
proration unit ("the 160-acre [Jnit") l\w any and 

formations and/or pools developed on 100-acre
spacing within that vertical extent, ahich presently

include but are not necessarily limited to the
Undesignated High Plains-Permo Upper

Pennsylvanian Pool;

(c) the E/2 SE/4 to term a standard 8()-acrc stand-up oil

spacing and proration unit ("the 80-acre t :nit") for any
pool within that vertical extent with special rules
providing for development on 80-acre spacing, which

presently includes only the Undesignated Morton-
Wolfcamp Pool; and

(d) the SE/4 SE/4 to lbrm a standard 40-acre oil spacing
and proration unit ("the 40-acre Unit") for formations
and/or pools developed on 40-acre spacing \vithin that

vertical extent, which presently include but arc not
necessarily limited to the Undesignated North Morton
Permo-Pennsyl’~ anian.

These Units are to be dedicated to the Applicant’s proposed Red Eycd Squcaly Worln

Well No. 1 to be drilled 825 feet from the South line and 1275 feet from the East line (Unit

P) elSection 36.

(2) The operator of the Units shall commence di-illmg the proposed welt on 
belorc ,!unc 30, 2002, and shall thereafter continue drilling the well with due diligence to a

depth sufl]cient to test the Mississippian fommtion.
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(3) Prior to completion of the proposed well in: (i) tlac Undesignated Morton-
Wol[’camp Pool underlying the 88.63-acrc Unit; (it) the Undesignated High Plains-Permo

Upper Pclmsylvanian Pool underlying the 100-acre (oil) Unit; and/or (iii) any formation

and/or pool developed on 40-acre spacing underlying the SE/4 SE/4 (Unit P) of Section 30,
the operator shall apply for, and obtain From the Division, approval of the unorthodox
location of the well therein. In the event such permission is denied, the provisions of this

Order pooling the 40-acre or 80-acre unit or the 160-acre (oil) unit and dedicating these Units
to the proposed well shall be of no effect.

(4) In the event the operator does not commence drilling the proposed well on 

before ,lunc 31), 2002, Ordering Paragraph (1) shall be of no effect, unless the operator
obtains a time extension From the Division Director for good cause.

(5) Should the proposed well not be drilled to completion, or be abandoncd,

xx ithin 120 days after conmlencement thereof, the operator shall appear before the Division
Director and show cause why Ordering Paragraph (1) should not be rescinded.

(0) Applicant, or its designee, is hereby designated the operator of the proposed
x\ ell and elthe Units.

(7) After pooling, uncommitted working interest owners are referred to as non-

consenting \~ orking interest owners. ("l Incommitted working interest ox\ ners’" are owners 
working interests in the Units, including unleased mineral interests, \xho are not parties to an

operating agreement governing the l_Jnits.) After the effective date of this order, the operator

shall tumish the Division and each known non-consenting working interest owner in the
Units an itemized schedule of estimated well costs of the proposect \’,ell.

(S) Within 30 days from the date the schedule of estimated well costs 
furnished, any non-consenting working interest owner shall have the right to pay its share of

estimated \\ell costs to the operator in lieu of paying its share el’reasonable well costs out 
production as hereinafter provided, and any suctn owner who pays its share of estimated well
costs as provided above shall remain liable {’or operating costs but shall not be liable tbr risk
charges.

(9) l’he operator shall furnish the Division and each known non-consenting

\vorl,:ing interest owner an itemized schedule of actual well costs within 90 days lollo\ving
completion ottbe well. If no objection to the aclual well costs is received by the Division

and the Division has not objected within 45 days following receipt of the schedule, the actual
well costs shall be the reasonable well costs; provided, howe\ er, that if there is an objection

to actual well costs within the 45-day period, the Division \\ ill determine reasonable well
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costs after public notice and hearing.

(10) Within 60 days tbllowing determination of reasonable \\oil costs, any 

consenting working interest owner who has paid its share of estimated costs in ad’~ancc as
provided above shall pay to the operator its share of tile amount that reasonable well costs
exceed estimated well costs and shall receive from tile operator its share of the amount thai

estimated well costs exceed reasonable well costs.

( 11 ) The operator is hereby authorized to withhold tlne following costs and charges
from pl-oduction:

(a) tile proportionate share of reasonable well costs
attributable to each non-conscntin~ \\ orkin<, interest
owner who has not paid its share of estimated \’,ell
costs within 30 clays fiom the date the schedule of

estimated well costs is fiimished; and

(b) as a charge for the risk involved ill drilling the \\ell,
200 percent of the above costs.

(12) The operator shall distribute the costs and charges \~ithhcld liom production
to the pan-tics who advanced the well costs.

(13) Reasonable charges (or supervision (combined l]xcd rates) are hereby fixed 

$ 0,000.0() per month while drilling and $ 600.00 per month while producing, provided that
this rate shall be adjusted annually pursuant to Section II1.1.A.3. o{the COPAS form titled
".&cc~H~zti~g/’rocedure-,loint OperaHo~s." Tile operator is hereby authorized to withhold

[rein prodLiction the proportionate share of both the supervision charges and the actual

expenditures required for operating the well, not in excess of \vlmt arc reasonable,
attributable to each non-consenting working interest.

(14) Except as provided in Ordering Paragraphs ( 11 ) and (13) above, Jill proceeds
from production flom the well that are not disbursed tbr any reasoll shall be placed in escroxx

in Lea (k~ullty, New Mexico, to be paid to tile true owner thercol’upon demand and proof of
(;,wnership. The operator shall notiI) tile Division of" the name and address of tile escrow
agent \,~ithin 30 days froln the date ol" first deposit with the cscro\\ agent.

(15) Any unleased lnineral interest shall be considered a seven-eighths (7/8)
working interest and a olle-eighth ( 1/8)-royalty interest for the ptut~ose of allocating costs and

charges under this order. Any well costs or charges that are to be paid out el’production shall
be \\itllheld only flom the working interests’ share of production, and no costs or charges



(asc No, 12~40

Order No. R-11752

Pa~c 7

shall bc xx ilhhcld froln production attributable to royalty inlcrcsts.

(10) Should all the partics to this compulsory pooling order roach \olunlury

algiccnlcnt stibscquci]t to entry of’this order, that pollion ol’this order authorizing conlpulsor)
poolin.~ shall thereafter be of no f’uriher elToct.

( l 7) Tho operator of the x~cll and Unils slmll nolii\ the Di\ ision in \~ 4 ofihc

$ubscquclH ,, oltilltary agreement of’all parlies subject to the forced pooling pro\ isions of this

order.

( l ~) Jurisdiction ol’this case is rolaincd for the cnli ,, oi’stich ttlrtllcr ordc’rs ;_is tl~c’
Divisiou. ~m~x deen-i necessary.

DON 1{ at Santa l-re, New Mcxico~ on the day and year hcrcimibove desigmilcd.

STATE OF NE\’~ MEXICO
OIL CONSERVATION DIVISION

f
] P"b LORI WROTENBER~ i.~

’ Direclor -9’

SEAl_


