
STATE OF NEW MEXICO
ENERGY AND MINERALS DEPA~TME~Ji’

OIL COESFRV~TICN DIVISION

IN ~HE ~.A]’l~ik C~ THE HEARING
CALLED BY THE OIL CONSEP.\;ATION
DZVISION FOR THE PURPOSE OF
CONSiDEBING:

CASE NO. 9086
Order Ft. P--8433

API:’L_-CL%ION Ol ~’ HARVEY E. YATES
COMPANY FOR COMPULSORY POOLINC,
EDDY COUNTY, NEW MEXICO.

ORDER OF T}IE DIVISION

BY THE DIVISION:

This cause came on for hearing at 8.-].5 a.m. on March 18,
1987, at Santa Fe, New Z~lexico, before Examiner L,a\id R. Catanach.

NOW, on this 17%h day of April, 198’7, the Division
Director, having considered the testimony, the record, and the
recommendations of the Examiner, and being fully advised in the
premises,

FINDS THAT:

(i) Due public notice having been given as required by law,
tile Division has jurisdiction of this cause and the subject
matter thereof.

(2) The applicant, Harve}. E. Yates Company (Heyco), seeks
an order pooling all mzneral interests from the base of the Queen
formation (st a depth of approximately 3595 feet) to 300 feet
below the top of the Wolfcamp formation (at a depth of
apl)~oxzmately 9500 feet) underlying the NF/4 SW/4 and the SE/4
NW/4 of Section 12, Township 18 South, Range 3i East, N}iPM, Eddy
County, New Y exico, forming two standard 40-acre oil spacjna and
proration units.

(3) The applicant has the right to dril- and proposes 
dr:~i] its Taylor Deep Federal i2 Well No. ] at a standard oil
~Te.!! ~ocetJon in the NE/4 SW/4 and its Taylor Deep Federal 12
~ell to. 2 at a standard oil well location Jn the SE/4 N~/4, both
in said Section 12, to a sufficient depth to test the. Bone Spring
£ormation.

(4) Chevron U.S.A. Inc. (Chevron), a 25% interest owner 
each of the proposed 40-acre units, appeared at the hearing in
oppositio~ to the application.



~E bO. 9086
Order k. I:--8433
--2--

(5) The evidence presented at the hearing indicates that:
the applicant has maoe numerous attempts to secure Chevrop’s
voluLtar]" -oJPder in its Heyco Taylor Deep Wolking Interest Unit
consisting of Sections 12 and 13, Township 1 f c ~uth, Range 31
East, NMPM, Eddy County, Ne~,," Mexico.

~6) The evidence further inaicates that a]] proposals made
by the applicant to Chevron prior to zhe hearin 9 have contained a
provision loz tile drilling of the Taylor Deep Federa] !2 Well No.
1 but contaii~ed no such provision for the drilling of the ~’aylor
Deep Federal 12 Well No. 2.

(7) The applicant, in its attempt to secure Chevron’ s
voiuntaly jcinder in the proposed workinc jr:ter(-st unit, has
failed to provide Chevron the information necessary to make an
informed decision as to whether or not to participate in the
dril!ir:g of the Taylor Deep Federal 12 Well No. 2.

(8) It is the intellticn ef the applicant to drill and
evaluate tie LroduciDg capabilities of the Taylor Deep Federal 12
Well No. ~ prior to commencing the 6ri!!in9 of the Taylor Deep

Federal 12 Well No. 2.

~9) Chevron [roposed that they be given an election period
ii, ~,’hicb to voluntarily join in the c]ri!lin 9 of %h<~. second well
subsequent no the drilimng and evaluation of the first well and
that they be provide@, by the applicant drilling reports, logging
and testing data, and production reports obtained from the
drilli]~g dnd testing of the Taylor Deep Federal 12 Well No. i,
prior to the expiration of their election period for the second
we ~ I

{!C) Chevron’s request for an extended election period for
the Z ayloz Ee~::p Federal 12 Well No. 2 is reasopable and should be
granted; however, it would be unreasonable and unfair to Lhe
applicant to extend this election period past the date of the
completion of the Taylor Deep Federal 12 Well No. ].

’.!1) Chevron’s request that the applicant provide them with
the date obtained in the drilling and testing of the first well
is unreasonable in that should Chevron not elect tc participate
in the dril]il~g of the first well, they have no right tc receive

or to be a party to said information, and tLerefore this request

shouia be denied.

(12) To avoid the dril!ino of unnecessary wells, to protect
correlative rights, to avoid ~,aste, and to afford to the owner ol
each interest in said unit the opportunity to recover or receive
without unpecessary expense his just and fair share of the oil in
any pool completion resulting from this order, the subject
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appilcation should be approved by pooling all mineral interests,
whatever they may be, within each of the units described above.

(]3) The applicant should be designated the operator of the
subject wells and units.

(14) Any non-consenting working interest owner should 
afforded the o[:portunity to pay his share of estimated well costs
to the operator in lieu of paying his share of reasonable welL]
costs out of production.

(15} An> non-consenting working interes% c~’rer who does not
pay b~s s~ar<: of estimated well costs shouiO h~ve ~ithheld from
production his share of reasonable well costs plus an additional
200 percent thereof as a reasonable charge for the risk involve~
in t~e drilling of the wells.

(!6) An~ non-consenting interest owner shou!c 7 be afforded
the opportunity to object to the actual %;ell costs but actual
we]] costs should be adopted as the reasonable well costs in the
absence of objection.

(]7) Fo]!owing 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 we]] costs and should
receive from the operator any amount that paid estimated well
costs exceed r,~asonable well costs.

(]8) The applicant proposed at the heazing that overhead
rates of $506C.00 per month while drilling and $500.00 per month
while producing be fixed as reasonable charges for supervision.

{19) The applicant provided sufficient evidence to show that
its requested rates are fair and reasomable based upon the signed
operating agreement which governs operators in the Tayloz Deep
Working ir~re~est area.

{20) $5000.00 per month while drilling and $500.00 per month
while producing should be fixed as reasonable charges for
super~JiuJ.on {combined fixed rates) ; the operator should be
authorized to ~:ithhold from production the proportionate share of
such supervision charges attributable to each non-consenting
~orhing 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 we]Is, not
in exce of what are reasonable, a .... kut~ble to each
non-conser:ting working interest.
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(2i) All proceeds from production from the subject wells
which are ~o9 disbursed for any reason should be placed in escro~
to be paid <o the true owner thereof upon deI~a~)d and proof of
ownership.

(22) Upon the failure of the operator to coIl~aence dri!]imo
of the Taylor Deep Federal 12 Well Ho. ! to which the NE/4 SW/4
of Section ]2 is to be dedicated on or befole July I, 1987, the
order pooling both of the subject units should become null and
void and of no effect whatsoever.

(23) Upon the failure of the operator to commence drilling
of the Zaylor Deep Federal 12 Well No. 2 within 60 days after
putting the Taylor Deep Federal 12 Well No. 1 on production, the
order Fooling the SE/4 NW/4 of Section 12 should become null and
void ant of no effect whatsoever.

(24) Should all the parties to this forced pooling reach
voluntar~ agreement subsequent to entry of tbJs order, this order
shall thereafter be of no further effect.

~75) The operator of the wells and unit~ shall notify the
Director of the Division in writing ol the subsequent voluntary
agreement of all parties subject to the forced pooling provisions
of this cr~e~.

IT IS THEREFORE ORDERED THAT:

(i) All mineral interests, whatever tl~] may be, from the
base of the Queen formation (at a depth of applo::imazely 3595
feet) to 300 feet below the top of the Wolfcamp formation (at 
depth of approximately 9500 feet) underlying the NE/4 S~/4 and
the SE/4 [~[/4 of Section 12, Township 18 South, Range 3] East,
~iP}{, Eddy County, New Mexico, are hereby pooled to form two
standard 40-acre oil spacing and proration units to be dedicated
to the applicant’s Taylor Deep Federal 12 Well Nos. ] and 2,
respectively, both located at standard locations thereon.

PEGVIDED HOWEVER, the operator of the NE/4 SW/4 of saic
Section 12 shall conmLence the £rilling of a well thereon, being
thp Taylor Deep Federal ]2 Well No. I, on or before the first day
of Ju±], i9~], and shall thereafter continue the drilling of said
mel] with due diligence to a depth sufficient to zest the Bone
Spring formation;

PROVIDLD FURTHER ~HAT, in the event said operator does not
cc~ence the drilling of said we]! on or befor~ the first day of
duiy, 1987, Ordering Paragraph No. {!) of this order shall be
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null an4! voje and of no effect whatsoever, ul~iess said operator
obtair~s a tint e:{tension from the Division for c<ood cause shown.

PROVIDED FURTHER THAT, should said weii 1~ot be drilled to
completion, ol abandonment, within 120 days afte~ co~encement
thereof, said operator shall appear before the Divzsion Director
a1~d show cause why Ordering Paracray, h No. (l} of this order
should not be rescinded.

PROVIDED FURTHER THAT, the operator of nhe SE/~ NW/4 o! s~J@
Section 12 shall, within 60 days after putting the aforesaJ@
Taylor Peep Federal 12 Well No. 1 on production, covalence the
d~iilln 9 of a well thereon, being the Taylor Peep Federal 12 Well
No. 2, and shall thereafter continue the drilling of said ~Teli
~,Tith due diligence to a depth suffici~nt to test the Bone Sprin9
formation.

PROVIDED FURTHER THA’2, in the event said operator does noz
commence the drilling of said Taylor Deep Federal ]2 Well No. 2
within said 60 day period decretory paragraph (I) of this order
shall be null and void and of no effect whatsoever with respect
to the SE/4 Nb/4 of said Section 12, unless said operator obtains
a tim(~ extension from the Division for 9ood cause shown.

PROVIDED FURTHER THAT, should said well no~ be drilled to

completion, or abandonment, within 120 days after the
commencement thereof, said operator shall appear before the
Division Dilector and show cause why Order ~]) of this order
should not b~ rescinded with respect to the SE/4 NW/4 of said
Sectior~ lk.

(2) Harvey E. Yates Company is hereby designated the
op(:rato~ of the subject wells and units.

(3) After the effective date of this olde~ and within 
days prior tc commencing each of said wells, the. operator shall
furnish the Division and each ~nown working interest owner in the
subject unit an itemized schedule of estimated well costs.

(4) %i’itl~in 30 days fzom the date the scLedu~e of estimated
~.Te?! costs ion the Taylor Deep Federal iZ ~e!l L~o. ] is furnished
to him, and within 60 days from the date the schedule of
estimated we~i costs for the Taylor Deep Federa] ]2 Well No. 2 is
furnished to him, any non-consenting working interest owner shall
have the right to pay his share of estimated well costs to the
ope~atox in lieu of paying his share of reasonable well costs out
of production, and any such owner who pays his share ol estiI.~,ated
well costs as provided above shall remain liable for operating
costs but shall not be liable for risk charges.
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(5) The operator shall furnish the Division and each known
~Jorking interest owner an itemized schedule of actual well costs
within 90 days following completion of each well; if no objection
to the actual well costs is ~eceived by the Division and the
Division has not objected within 45 days following receipt of
said schedule, the actual well costs shall be t]~e reasonable well
costs; provided however, if there is an objection to actual wei]
costs within said 45-day period the Division will determine
reasonable ~:¢-!! costs after public notice and hea~ing.

(6) ~ithin 60 days following determindiion of reasonable
~eii costs, any non-consenting working interest owner who has
paid ~is share of estimated costs in advance as provided above
shall pay to the operator his pro rata share of the alaouni that
reasonable well costs exceed estimated well costs and sba!]
rec~ive from the operator his pro rata share of the amount that
estimated well costs exceed reasonable well costs.

~’ Y]Le operator is hereby authorized tc ~:J thho]d the[ , ;

following costs and charges from production:

(A) The pro rats share of reasonable well
costs attr~but~b±e to each non-consenting workin(~,
interest owner who has not pale his share of
estimated well costs withir 20 days from the date

the schedule of estimated well costs is furnished
to him.

(B) As a charge for the risk involved in the
dri]!ing of each well, 200 percent of the pro rata

~t .... bl table toshare of reasonable well costs ~ ~-; ’~
each non-consenting working interest owner who has
not paid his share of estimated well costs ~ithin
the time peried described in No. (4) above.

(8) The operator shall distribute said costs and charges
~.~ithheld from production to the parties who advanced tbe we!!
costs.

.eFt00_ .00 per month while dri]ling__ and $5tt.00 per month
while pzc.ducing are hereby fixed as reasonable charges for
supervision (combined fi}:ed rates) ; the operator is hereby
authorized to withhold from production the proportionate share of

¯ J -1~=sucL supervision charges attrlbuuab~ ~ to each non-consenting
working interest, and in addition thereto, the operator is hereby
authorized to %;ithhold from production the p~oportionate share of
actual e;;p~i~ditures required for operating such well, not in
excess of what are reasonable, at~r±butable to each
non-consentJnc working interest.
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(i0) Any unsevered mineral interest sha?] be considered 
sever-eJchths (7/8) working interest and a ~;ne-eighth (1/8)
royalty interest for the purpose of allocating costs and charges
under the terms of this order.

(il) Any well costs or charges which are fo be paid out 
producticr~ shall be withheld only from the worhing interest’s
share of production, and no costs or charges shall be withheld
from product~or attributable to royalty interests.

(12) All proceeds from production from the subjecn wells
which are not disbursed for any reason shall i~anediately be
p!ac~d ih ~scrow in Eddy County, New Mexico, +o be paid to the
true owner thereof upon demand an~ pxoof of o~,mership ; the
operator shall notify the Division el the name and address of
said esczow agent within 30 days from the date of first deposit
with said ~scrow agert.

(13) Should all parties te this forceC pooling reach
voluntary agreement subsequent to entry of this order, this order
shall th~rea ter be of no further effect

(]~) The operator of the wells and units shall notify the
Director of the Di~rision in writing of the subsequent voluntary
agreement of all parties subject to the forced pooling provisions
of thi~ er@er.

(]5) Jurisdiction of this cause is retained for the entry 
such further orders as the Division may deem necessar~f.

DONE at Santa Fe, New Nexico, on the day and year
hereinabove c~esignated.

STATE O1, NEW ~IEXICO
OIL CONSERVATION/D~VIcION

WILLiAb: j. LE~Nb¥, \
Director

SEAL


