
STATE OF NEW MF, XICO

EN E RGY, MINERALS AND NATU RAL RESOU RCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING CALLED
BY TltE OIL CONSERVATION DIVISION FOR

THE PURPOSE OF CONSIDERING:

CASE NO. 12957
ORDER NO. R-11868

APPLICATION OF NADEL AND GUSSMAN PERMIAN, L.L.C. FOR
COMPULSORY POOLING, EDDY COUNTY, NEW MEXICO.

ORDER OF THE DI%ISION

BY TIlE DIVISION:

This case came on for hearirlg at 8:15 a.m. on November 14, 2002, at Santa Fe, New

Mexico, before Examiner David R. Catanach.

NOW, on this 3rd .:lay of December, 2002, the Division Director, having considered

the testimony, the record and the recommendations or:the Examiner,

FINDS THAT:

(1) Due public notice has been gi’ven, and the Division has jurisdiction of this
case arid o!’the subject matter.

(2) The applicant, Nadel arid Gussman Per nian, L.L.C. ("Nadel and Gussman"),
seeks an order pooling all uncommitted mineral interests from the surface to the base of the
Morrow fi)rmation underlying the tW2 of Section 35, To,~,nship 23 South, Range 27 East,
NMPM, Eddy County, New Mexico, ibrnling a siandaM 320-acre gas spacing and proration
unit (the "[;nit") for all formations or pools spaced on 320 acres within this vertical extent,

which presently include the Undesignated Southeast Loving-Atoka and Undesignated Black

River-Morrow Gas Pools.

(3) This unit is to be dedicated to Nadel and Gussman’s proposed Palo Duro Well
No. 1 to be drilled at a standard gas x,, ell localion within the NE/4 SE/4 (Unit I) of Section

:35.

(4) Two or more separate]?,, owned tracts ’,ire embraced within the Unit, and/or
there ace royalty interests and/or undivided in:ercsts ila oil and gas minerals in one or more

lracts included in the Unit that are separately owned.
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(5 Nadel and Gussman i+,; an owner ofan ,.>il at~d gas working interest within the
Unit.

The evidence prcsent~:d i~l this case d~+monstrates that:

(a) the NE/4 of" Section 35 is a fee lease that is cun’ently
owned by apptoximately right)’ (80) different mineral

interest owner;;

(b) Nadel and (iussman has :;ecured leases from
approximately Jiffy-four 154) .~f the mineral interest

owners within the NE,’4 ot Section 35 and is
continuing to negotiate with an additional 6 mineral
interest owncr~ in an effort to ~ecure their voluntaW
joinder;

(c) there are apprc,ximately, twent-’ (20) mineral interest
owners within the NE/4 of Sec ion :35 that Nadel and

Gussman ha,,e )~ecn unable to ocate;

(d) Yates Petroleum Corporatior~ (""Yatcs") currently

owns 100% c, fihe workins, interest within the SE/4 of
Section 35; at’ttl

Nadel and (}tussman is curre~ttly negotiating with
Yates in an effort to secure vohmtaryjoinder as to the

interest within the SE/a-ol’Seclion 35.

(7) Nadel and Gussman +estified that it ~mticipates it will reach a voluntary
agreement with Yates with regards to the interest ,vithin the SE/4 of Section 35, and
therefore requested that Yates’ interes+: not be pooled :~y this order.

(8) There are interest o~ n._.ts ~t-t the proposed Unit that have not agreed to pool

their interests.

(9) To avoid the drilling oi unnecessary wells, protect correlative rights, prevent

waste and atford to the owner of each interest m th~,~ Unit the opportunity to recover or
receive without unnecessary expense ~ts just and f~air share of hydrocarbons, this application
should be approved by pooling all uncommitted inlerests in the oil and gas within the Unit,
whatever lhey may be, excluding the interest o ~" Y ates
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(t0) Nadel and Gussman should be designated the operator of the well and of the

Unit.

(11 ) Any non-consenting working interest owner who ,does not pay its share 
estimated well costs should have withheld from prodm:tion its share of reasonable well costs
plus an additional 200 percent thereof as a reasonable charge for the risk involved in drilling

the well.

(12) Reasonable charges lbr supervision (combined fixed rates) should be fixed 
$6,500 per month while drilling and $650 per month while producing, provided that these
rates should be adjusted annually pursuant to Sectim~ III. I.A.3. of the COPAS form titled

"Accoumi~g Procedure-Joint Oper,~tt:ons." The ope, ator should be authorized to withhold
from production the proportionate share of both the supe~,’ision charges and the actual
expenditures required for operating the well, not in excess of what are reasonable,
attributablc to each non-consenting ~, orking interest.

1I" IS THEREFORE ORDERED THAT:

(1) Pursuant to the application of Nadel and Gussman Permian, L.L.C., all
uncommitted interests, whatever they may be, excluding the interest of Yates Petroleum

Corporation, in the oil and gas from the surface to the base of the Morrow formation
underlying the E/2 of Section 35, Tox~,nship 23 South, ),ange 27 East, NMPM, Eddy County,

New Mexico, are hereby pooled fomamg a standard 320-acre gas spacing and proration unit
(the "L nit") for all lbrmations or pools spaced on 320 ~cres within this vertical extent, which
presenlly include the Undesignated Southeast i oving-Atoka and Undesignated Black River-

Morrow Gas Pools,

The l, Jnit shall be dedicated to [he applicant’s proposed Palo Duro Well No. 1 to be
drilled at a standard gas well location within the NE/4 SE/4 (Unit I) of Section 35.

(2) The operator of the Unit shall commence drilling operations on or before
March 1, 2!)03, and shall thereafter continue drilling ti:le ~ell with due diligence to test the
Morrow fo:.mation.

(3) In the event the operator does not comn ~ence drilling operations on or before

March 1, 2!)03, Ordering Paragraph (!) shall be of no effect, unless the operator obtains 
time extension from the Division Director for good cause.

(4) Should the well not bc drilled to completion, or be abandoned, within 120
clays after commencement thereof, the operator shall appear before the Division Director and
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show cause why Orderin? Paragraph (1) should not 1 .e rescinded.

(5j Nadel and Gussman Permian, L.L.C. ii; hereby designated the operator of the
subject well and of the Unit.

(6) After pooling, uncommitted working nterest owners are referred to as non-
consenting working interest owners. ("Uncommitted working interest owners" are owners of
worki:ng interests in the Unit, including unleased minoral interests, who are not parties to an
operaiing agreement governing the L nit.) After the e:Tective date of this order, the operator
shall furnish the Division and each kp.own non-consei~ting working: interest owner in the Unit
an itemized schedule of estimated well costs of the proposed wel?.

(7) Within 30 days frorn the date the schedule of estimated well costs 
furnis)ned, any non-consenting working interest owne~: shall have the right to pay its share of

estimated well costs to the operator ii~ lieu of paying il s share of reasonable well costs out of
production as hereinafter provided, and any such own,::r who pays its share of estimated well
costs as provided above shall remain liable for operating costs but shall not be liable for risk
charges.

(8) The operator shall furnish the Division and each known non-consenting
working interest owner an itemized schedule of actmil well costs within 90 days following
completion of’the proposed well. If no objection lo lne actual well costs is received by the
Division and the Division has not objected within 45 days following receipt of the schedule,
the aclual well costs shall be deemed to be the reasonable well costs. If there is an objection

to actual well costs within the 45-das, period, the Di,:ision will determine reasonable well
costs after public notice and hearing

(9) Within 60 days following determinati:)n of reasonable well costs, any non-
consenting working interest owner wko has paid its share of estimated well costs in advance
as provided above shall pay to the operator its share olthe amount that reasonable well costs

exceed estimated well costs and shall receive from th.:: operator its; share of the amount that
paid, estimated well costs exceed reasonable well co:as.

( 1 (I) The operator is hereby authorized to withhold the following costs and charges
from prodLlction:

(a) the proportio~mte she,re of reasonable well costs

attributable to each non-consenting working interest
owner who has not paid its share of estimated well

costs within 30 days [’rom the date the schedule of
estJ{mated ,aeli costs is furnish~::d; and
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(b) as a charge ibr the risk invoh ed in drilling the well,
200 percent oi’lhe abcve cost,,;.

( ] L) The operator shall distribute the costs and charges withheld from production,
proportionately, to the parties who advanced the wel costs.

(12) Reasonable charges fi!r supervision (combined fixed rates) are hereby fixed 
$6,501) pe~- month while drilling and ,$650 per montt~ while producing, provided that these

rates shall be adjusted annually pursuant to Section IiI.q.A.3. of the COPAS form titled
"Accounting Procedure-Joint Ope~’arions." The oFerator is authorized to withhold from
production the proportionate share of both the supervision charges and the actual

expenditures required for operating the wcll~ not in excess of what are reasonable,
attributable to each non-consenting working interest

(13) Except as provided ~,n ()rdering Paragraphs (10) and (12) above, all 
from prodtLction from the well that are not disbursed l;:)r m~,y 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 notit~ the Division of the name and address of the escrow
agent within 30 days from the date of first deposit with the escrow agent.

(14) Any ~mleased mineral interest shall be considered a seven-eighths (7/8)
working interest and a one-eighth ( 1/S) royalt}, interesl for the purpose of allocating costs and
charges under this order. Any well costs or charges that arc to be paid out of production shall
be withheid only from the working interests’ share of production, and no costs or charges
shall be withheld from production attributable to royalty interests.

(15) Should all the parties to this; compttlsor7 pooling order reach voluntary

agreement subsequent to entry of this order, this order shall thereafier be of no further effect.

(1(,) The operator of the ~,~..cll and l,/nit shail nozify the Division in writing of 

subsequent voluntary agreement ofail parties subject r:o the forced pooling provisions of this
order.

(17’) This order is contingent upon Nadel m~.d Gussrnan’s obtaining the volunta~,
joinder of Yates Petroleum Corporation in the Unit, o~ securing an amendment of this order,
after notice and hearing to pool the interest of Yates F’etroleum Corporation.

(18) Jurisdiction of this case is retained for the entry of such further orders as the

Division may deem necessary.
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DONE at Santa Fe, New Mexico, on the day and year hereinabove designated.

STATE OF NEW MEXICO

[,__ OIL C( INS ERVATION DIVISION

" ,:241 i~
;/-"

. i
i

’ ’LORI \VROTENBI~:RY ~Ji
i

Director
i

SE;


