
STATE OF NE~ MEXICO
ENERG’~. MINERALS. AND NATURAL RESO15RCES DEPARTMENT

OIL CONSERVAFION DI¥1SION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
I)IVISION FOR THE PURPOSE OF

CONSIDERING:
CASE NO. 11657

Order No. R-10716

XPPLICATION OF INTERCOAST Oil_, AND

GAS COMPANY FOR COMPULSORY

POOLING, EDDY COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

BY TttE DIVISION:

This cause came on for hearing :at 815 a,m, on N(~\ ember 21. 19%, :at Santa Fe.

New Mexico, before Examiner David R. Catanach.

NOW. on this 2nd day of December. 1996, the Division Director, having

considered the testimon\’, the record, and the recommendati~ms of the Examiner. and being
tully ad\qsed m the premises,

FINDS THAT:

1 ~ Due public notice having been given as required by law. the Division has

lumsdiction of this cause and the subject matter r.hereof

!2 ; The apphcant, InterCoast Oii and Gas Coml~any, seeks an ~rder pooling all
mineral interests from a depth of 3.00@ feet r.o the base o* the Morrow formation
undcrlxmg the S/2 of Section 2!~ Township 18 South. Range 28 East. NMPM, Eddy,
C,’.::unty. New Mexico. m the following manner:

~he S..2 forming a standard ~,0-acre gas spacing and
p,oratltm unit for ap.v and all tormat~o~s and’or pools

spaced on 320 acres within said vertical extent which
presently includes but is not necessaril\ limited to the

Undesignated North Illinois Camp-Morto~ Gas Pool and
the Undesignated North Turkey’ Track-Morrow Gas Pool:

the SW/4 forming a standard 160-acre spacing and proration
unit for an3" and all formations and/or pools spaced on 160

acres within said vertical extent:
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the N,,2 SW/4 forming a standard 80-acre spacing and
proration unit for an} and all formations and/or pools

spaced on 80 acres within said vertical e~:.:ent: and.

the NE:4 SWs4 forming a standarci 40-acre ~;il spacing and

proration umt q,r an\ and all tormat~<ms and/or pools
spaced op,. 40 acres within said vertical e\letlt.

Said units are to be dedicated to the appiicant’s proDosed Illinois Camp State Well

Nt~. 2i i tc, be drilled at a standard location !980 feet fi.,,m the South line and 1650 feet
trom the West !ine (Unit K) of Section 2!.

(3) The applicant has the right to drill and proposes to drill its Illinois Camp

";tate Well No. 21-1 at the standard location described at,oxe.

There are interest owners, in the Dr()po~ed, . proraUon_ units who have not

aereed to pool their interests.

(5) Subsequent to the hearing it was determined that neither the subject well 
proposed 80-acre proration unit are located one mile or cio>er to an existing pool spaced

,m 80 acres

46) The portion of the application requesting the pooling of the N/2 SW/4 of

Sect~(,n 2!. thereby forming a ~tandard 80-acre spacing and proration unit should be

demcd

7 :, T(: avoid the drilling of unnecessary wells, t~, protect correlatixe rights, to
._,,’,,~.d ’,a aste. and to afford to the owner at each interest m said units the opportunity to
rcc ,,,2 ,~ ~)r receive ,a.~th,,)ut unnecessary expense ms just and .Ta~r share of the production

~r~ a_u~ poo! compienon t-esulting from this orde,,, the subject application should be
approved by, pooling all mineral interests, wilatever they may be. within said units.

{8) The applicant should be designated the operator of the subject well and
units.

(9) Any non-consenting working interest ~ner should be aftorded the

opportunity to pay: his share of estimated well costs to thc operator in lieu of paying his
share of reasonable well costs out of production.
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i!0) An\ non-consenting working interest owner ’aho does not pay his share 
. { " iestimated well costs ~h~ula have withheld fi’om productiop_ his share of the reasonable well

costs plus an additional 200 percent thereof as a reasonai~ie charge t\)r the risk involved
!n tile drilling of the ,.~eil

I lll Any non consenting working interest ,:,\~ner should be afforded the

,~pportunit) to object to the actual well costs but actual \~ ell costs should be adopted as the
reasonable well costs in the absence of such objection.

{12) Followine determination of reasonable ~ell costs, any’ non-consenting

’,~wkin,z interest owner who has paid his share of estimated costs should pax.’ to the
~)perator an\: amount that reasonable well costs exceed estimated well costs and should

rcce~\’e from the operato:- any amount that paid estimated y.’eil costs exceed reasonable well
COSl.S.

i 13 ~ $5828.00 per month while drilling and $54(~ 0{) per month while producing
sh~)uid be fixed as reasonable charges for supervision icomOined 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 sub{cot well. not in excess of what

are reasonable, attributable to each non-consent,n~, workine interest.

14, All proceeds from production from the subiect well which arc not disbursed

t~,~- an~ ~easop.. ~hould be placed ;n esc:ow tc~ be paid t~ .:he true owner thereof upon
demand and proof of dry nershlp.

{15) Upon the failure of the operator of said pooled units to commence the

drilling of the well to ,ahich said units are dedicated on or bet0re March 1. 1997, the order
pooling said units should become null and void and of v.o effect whatsoever.

(16) Should all the parties to this forced pooling order reach voluntary agreelnent
~ubsequent to entry of this order, this order shall thereafter be of no further effect.

! 17) The operator of the well and units shall notit\ the Director ~,f the Division

~;~ wr,._tmg ’of the subseciuent voluntary agreement o! ~tli t~arties subject to the forced

pooling provisions ;)f this orde,.
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IT 1S THEREFORE ORDERED THAT:

I1 ) All mineral interests, whatever the}.’ may lye. from a depth of 3.000 feet to

the base of the Morrow ti)rmation underlvine the S:2 of Section 21. Township 18 South,

Range 28 East. NMPM, Eddy, County,. New Mexico. arc !~creby pooled in the following
[ !l~:k IIlIC! T

the S,’2 formine a standard 320-acre eas spacing and

proration unit for an),’ and all formations and/or pools
spaced on 320 acres within said vertical extent which

presently includes but is not necessarily limited to the
Undesignated North Illinois Camp-Morr(:,,.~ Gas Pool and

the Undesignated North Turkey Track-Morrow Gas Pool:

the SW 2, formin~2 a s~andard i60-acre spacing and proratio~
unit t,.)r any and ai] formations and.or ~ ,,i, spaced on i60

acres \,,ltl-~m said ’,ert,cai e~tent: and.

tile NE 4 S~,~....’4 !-i,rmmg a <~q0ard 40-acre ~,~! ~paclng and
proration umt r(): any and all formati q> and. or Doois
spaced, on .-t0. acres within said -"~"~"’ ’v,., d,_a, exten~.

Said units shall be dedicated to the applicant’s Illinois Camp State Well No. 21-1

to be drilled at a standard location 1980 feet from tt~e S,,uth line and 1650 feet fronl the

\Vest line (Unit K) of Section 

PROVIDED HOWEVER THAT. the operator c~t .,aid units shall commence the

drilling of said well on or before the 1st day of blarch, !997. and shall thereafter continue
+.he drillino of said well with due dilieence to a deptt~ sufficient to test the Morrow

}t ~II11 al i()I1

PROVIDED FURTHER THAT m the event sale operator does not commence the

d)ql!in,2 <>f said weli ,m or befole the 1st o.a~ of March. ~99-7 Ordering Paragraph No. (1)

..~;~ ~hl~ ~;rdcr shall be null and vold and of no ctt,.c~ ~i~a~soever. unless said operator

.>blain,, a [lnle extenslc,r~ Hom the Division Director fo, ._,<,od 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
before the Division Director and show cause why Ordering Paragraph No. (1} of this order

should not bc rescinded.
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(2) InterCoast Oil and Gas Company is hereb\ designated the operator of 
subject ~ell and units

{3t 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 <,,‘‘~ net in the subject units an itemized schedule ~t estimated well costs.

~4) Within 30 days from the date the schedule of estimated well costs is

tu_rnlshed to him, any non-consenting working interest oaner shall have the right to pay

h> share of estimated well costs to the operator in heu of paying his share of reasonable
well costs out of production, and any such owner who r~avs his share of estimated well
costs as provided above shall remain liable for operating costs but shall not be liable for

risk charges.

!5i The operator shaii turnish the Dixision a,,~d each known uorking interest
.,>~ nor an itemized schedule of actual ~cli costs within 9() da\s following completion 
the well: if no objection to the actual wel! costs is recei‘‘ed by the Division and the

l)i‘‘ision has not objected within 45 days following receipt of said schedule, the actual well
costs shall be the reasonable well costs; provided however, if there is objection to actual
~ell costs within said 45-day period the Division will determine reasonable well costs after

public notice and hearing

(6) Within 60 days following determination of reasonable well costs, any non-
consenting working interest owner who has paid his share of estimated ‘‘‘‘.ell costs in
advance as provided above shall pay to the operator his pro rata share of the amount that

rcasonabie well costs exceed esumated ’sell costs and si~ail ieceive from the operator his

pro rata ’~hare ot the amount that estimated we!l costs exceed reasonable -~ ell costs.

,.-7 ~ file .~ ~ e~ ato. . .~n , , is he,eby authorized to -,vxml~old the follox~ino costs and

charees from productl(m:

{AI The pro rata share of reasonable well costs attributable to each non-

consenting working interest owner who has not paid his share of
estimated well costs within 30 daxs from the date the schedule of
estimated well costs is .furnished to him.

As a charge for the risk involvcd in the drilling of the well. 200

percent of the pro rata share of reasonable well costs attributable to
each non-consenting working interest owner who has not paid his

share of estimated ,,,,’ell costs within 30 days from the date the
schedule of estimated well costs is furnished to him.
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(8t The operator shall distribute said costs and charges withheld from

pr,,>duction to the parties who advanced the well costs.

(9) 55828 00 De:- month while drillilr~ and $546 ()0 per month while Droducino

:ire hereby fixed as reasonable charges for supervision (icoHabined fixed rates) the operator
~, iiercb~ authorlzed t,., withhold from production the proportionate share of such

:~upepision charges atmbutable to each non-consenting ~,~t~rl-.ing interest, and in addition

zherct(;, the operator is hereby authorized to withhold tr,.,m production the proportionate
,h;)re <~.* actua! expenditures required tor operating such ,, c!l. qot in excess of what are
~cL,><>nabic. attributable to each non-consenting workine ~mcrest.

/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 char~,es under the terms of this order.

(1 I) An\ well costs or charges which are to be p:~id out of production shall 
withheld only from the working interest’s share of production, and no costs or charges

shall be withheld from production attributable to ro\alt\ interests.

1!2) All proceeds from production from the subject well which are not disbursed

t,.,: an, reason shall immediately be placed in escrow in Eddx Count}’. New Mexico. to
bc.nard ~o.. the true owne~’ thereof upon demand and p~o(_.,- ,+ c,~ ,~vnership:. the operator shall

~loti|\, hr.: D:vision .,.)f the name .and address of said.so,, ..’~ "’-,;,’ ,~-,~nt ....within 30 days from the

dare ~:* !irst deposil with said escr,.~’~ agent

13, Should a!i the parues to th~s {orced pooling ,~rder reach voluntary agreement

,;Libscquent to entry of this order, this order shall thereafter be of no further effect.

,14) The operator of the well and units shall no~if~ the Director of the Division
~p, writing of the subsequent voluntary agreement of all parties subject to the l\~rced

pt)~>ling provisions of this order.

(15) The portion of the application requesting the pooling of the N/2 SW/4 of
Scct>n 21. therebx forming a standard 80-acre spacing :ind proration unit is hereby

dollied

(16) Jurisdiction is hereby retained %r the entrx of such further orders :is the

Division may’ deem necessary’.
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DONE at Santa Fe, Ne’er, Mexico or. the day and \ear hereinabove designated.

ST,:\IE OF NEW MEXICO
Oil. c’()NSE~ATION DIVISION

/

\VILI.I~I J. LEMAY
Directp/

S E A L


