
STATE OF NFV~ MEXICO
ENERGY, MINEP~JkLS AND NATLRAL RES~I)’ :RCES DEPARTMENT

OIL CONSERVATION I)I\]S!()N

IN TIlE MATTER OF THE HEARING

CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING’

Cq SE NO. 11691

ORDER NO. R-10737

APPLICATION OF YATES PETROLEUM CORPORATION FOR COMPULSORY

POOLING, EDDY COUNTY, NE~¥ MEXICO.

ORDER. ().F l-HE D!VISI()N

BY TIlE DIVISION-

This cause came ,m tbr hearing ~,t .S 1"~. a’ m. on .! ;i~.Lmr\ o... 1997_ at Santa Fe, Ne,;:" 
Mexico. betore Examiner Michae! E. Stogne,:.

NOW, on this 15th day’ of January’. !997. :he Division Director. having
considered the testimony, the record and the recommend:mons of the Examiner. and being

fully advised in the premises,

FINDS THAT:

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

jurisdiction of this cause and the subject matter thereof.

~2~ The applicant, Yates Petroleum Corpor’,mon. seeks an order pooling all
mineral interests from 100 feet below the base of the Loo.; Hills Sand tO the base of the

Mo,ro~ rbrmation underlying Lots , 4..5.6. and 7~ the: SE 4 NW’4. and E = SW,4 ~,~.
equivalent) of Section 6. Tov, nsnip i8 South, Range 30 East. NMPM, Edd\ County, New
Mexico. thereby forming a 310.7i-acre gas spacing and proration unit for any and all

t0rmauons and/or pools developed on 320-acre spacing ,a ithln said vertical extent, which
presently includes but is not necessarily’ limited to the [ ndesignated Sand Tank-Strawn

Gas Pooi and the Undesignated Sand Tank-Morro’~v Gas Pool and dedicating said unit to

its proposed Cerros Locos "AQM" Federal Com. Well No. ! to be drilled at a standard
gas well location in Lot 5 (SW’4 NW/4 equivalent/Unit Et of said Section 6.

(3) The Loco Hills Sand is that interval found between 2,811 feet to 2,852 feet
in the Franklin, Aston & Fair Masteller Well No. 4 (Yates Petroleum Corporation West

Loco tlills G4S Unit, Tract 2A. Well No. 4), located .x~L ieet from the South line and 990
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..64~ feet to _:feet from the East line ~Unit P) of said Section 6 and from ~’ ’ ’.668 feet in the

Yates-Continental Brainerd Well No. 1 (Yates Petroleum Corporation West Loco Hills

G4S Unit. Tract 11. Wel! No. !). located z.~0"" feet fron-i tnc North line and ,~" 10 feet from
...... ~ ’~ _ East. NMPM. Eddy%e West line (Unit C~ of Section ~_ ! To,~nshio !8 S,.u,.t~. Ranc, e 29
Count\. New Mexico

The apphcant is an "merest owner m the ’,\ ~ cc!uiva!cnt of said Scction (~)

and as such has the right to dril! tot and develop the m,~ c ~s underlying the proposed gas
spacing and proration unit

i5) There are other o’aners o! mineral mterc,< ~ !.t~e: p~oposcd proration unit

who ha,, e not agreed to pool their interests.

(6) No interested or affected part}, to this ~patter appeared at the hearing 
opposition to this application.

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

prevent waste and to afford to the owner of each interest in said unit the opportunity to
recover or receive without unnecessary expense his just ~ind fair share of the gas in any

pool resulting from this order, the subject application should be approved by." pooling all
mineral interests, whatever the}; n-my be. within said unit.

(8} Yates Petroleum Corporation should bc designated the operator of the

subject ,sell and 310.71-acre unit.

{9> An,,. nen-consentine workine interest ,v,,l,.. should be afforded the

{~pportunit3~ to pay’ his share of estimated ,.’,’ell costs to the operator in lieu of paying his
share of reasonable well costs out of prcductk)n.

~i0) Any nomconsentmg working interest :v,:~e_, who does not pa> his share cf

estimated well costs should have ’~khheld from product!on his share of reasonable well
c<)sts nlus an additional 20(! percent thereof as a reason:~ble 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 \yell costs, arlv 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 cstimated well costs and should
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FC[2CI’, C ~]’()ID I!]e ~?pc!a[¢,Y a!]N a!nou~t ttlat paid CS[IIII:.tIC’ ,.’, cil co%.t~ exceed l¢aSOULlble ~vcll
Ci )SiS

i ! 31 35.400 i)() per montl-~ ,.vhHe drilhn~ and " a4", ~(i per month ~,. P~i!e pr.~ducing

q’oul(~ be fixed as reasonable charges fo; ,uper’~islon tc,~lu[-~lled tlxed rates!: the operator
should be authorized to withhold .qo!n pr~duction ..’.i~e proportionate <hare of such

supervls!on charges attributable to each non-consenung x~ orkmg !nterest. and in addition
thereto, the operator should be authortzed to wEhhoid ir,,m production the proportionate
q~are of actual expenditures required tbr operating the su~icct well. not in excess of what

are reasonable, attributable to each non consenting wort,:U~e inte!est.

(14) All proceeds from production from the subiecl well which arc not disbursed
for any reason should be placed in escrow to be paid t~ the lrue owner thereof upon

demand and proof of o~vnership.

!’,7,(~.~) Upon the failure ,~)t [he operator of sTid i>~:ied unit to commence drilling

of the well to which said unit is dedicated on or before AioYii 15 1 ,",¯ .99,,. the order pooling,

u,.1, should become null and void and of no fu,’Q~e,- ~i<-,’ ,. ;..~.[ \~ hatsoe\c,’

~16! Should ai! the ~a,:p.es u, r.~-~s ~i’,ce-D~;~,~i:~c r.cach vohmt;L,:\ agreement
e,/cct.,ubsequent ~(7, entr~ of this orde_" thly; v:;rde~- siv2uid thct~’:..rtc, bc ,~f no further ~’+ 

17} The operator of :he well and umr should >,etit,. ~ t!~e Director of the Division

m x~,rmne o} the subseouent vokmtar,,, agceemenl of ~dl p:_~7~cs ~ublect to the force-pooling
pr,.)v~sions ~:)[ this order

I1" IS THEREFORE ORDERED FttAT

{ 1 ) All mineral interests. ’ahatever they ma\ i~c. Irom 100 feet below the base

<>I the Loco Hills Sand [as further described in Finding Paragraph No. (31 of this order}
to the base of the Morrow formation underlying Lots 3. 4. 5. 6. and 7. the SE/’4 NW/4.

and E/2 SW/4 (W/2 equivalent) of Section 6, Township 18 South. Range 30 East. NMPM.

Eddy County. New Mexico, are hereby pooled to form a 310.71-acre gas spacing and
proration unit for any and all formations and/or pools dexeloped on 320-acre spacin,?_

within said vertical extent, which presently includes bu~. is not necessarily limited to the
[lndesignated Sand Tank-Strawn Gas Pool and the Undesignated Sand Tank-Morrow Gas

f)~(~1 Said unit is to be dedicated to its proposed Cer,,,< ! ocos "AQM" Federal Com.
Well N,-. i to be drilled at a standard gas well .,~c:,ti.~p in Lot 5 ~S\V.’4 NW/4

cqulvalent.’Umt El ot sa~d Sect~(:,n 

PROVIDED HOWEVER THAT. tt-~e operator ,~1 >~id ullit shall conlnlence the
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driliin~ P! said well ~)z~ ,.,t beto.ce theJ..tc..r.th";~: ~, da\ ~’ ’~;~;i!, ]997. and shali thereafter
C~)I]tilluc the drilh:lg ,,t sald ",~el v, ith due dili_~encc, t<, .ii depth suffic~em to test the

M(;rr~,a tormation

PROVIDED FURTHER THAT, in the exent said ,:~perator does not commence the

drilling of said \~ett on or belore the fifteenth day of :\pr~!. 1997. Decretorv Paragraph
N;~. I1 ) of this order shall be null and void and of ~,~ effect whatsoever, unless said

operator obtains a time extension from the Division fl;E good cause sho\~n.

PROVIDED FURTHER THAT. should said xvcli n~t be drilled to completion, c,r
abandonment, within 120 davs after commencement thereof, said operator shall appear

before the Division Director and show cause why Dec:ett,rv Paragraph No. (1t of this
,~rdcr sh,.~uld not be rescinded

Yates Petroleum C.)rD~}rauon is he:eb,,~,.*~<" ~’,F.,~’-~’~ the ,-,perato~ of the

~,ublcct v~.ell and 3i~. 7 i-acre unu

A.tte~ ti~e etfect-ve date ,:’l th~s c,,de:- ,:~d ’Althll] ()(l ,Ja\s pri()r 

co,nmencing said ",~ell. the operator ,,i~.a]l furnish the D~, i sic, n and each k,qox~n \~ orkin!~

~nteres! ¢,wner m the sublect urn.’, an itemized ~,chedu]e ,,~ csumatea a,.l~ c ~s[s.

~aj Within 30 days. fr(’m the date the ""’:’ ..... ~c~c,.,t~e ,-t estinlated we]| costs i.~

!urmshed ~.o hm~. any’ non-consenting working imerest ¢\vner shall have the right to pay
ins share ,)f esumated well costs to the operator in lieu ~ pa>ing his share of reasonable

,ae!l costs out of production,, and any such owner who p’t~-,,, .s his share of estimated well
costs as Drovided above shall remain liable for operatinc costs but shall not be liable for
l’isk charees.

(5) The operator shall tarnish the Division and each known x~ ~,rking interest

,)Whet an itemized schedule of actual well costs within <ali daxs followin,e COlnpletion of
the \yell: it no objection to the actual \~.ell costs is received by the Dhision and the
Division ’,~a.s not objected within 45 days. foiiowine~ receipt ~! said schedule, the actual well

costs shall be the reasonable well costs provided ho\vc~c~, if there is an objection tv

~ctual well costs within said 45-day period the Division: ’,~ ill de~ermine reasonable well

costs after public notice and hearing.

\VithiFI 60 days following cletermination ol rcasonabie well ct~sts, any non-
cemsenting working interest ov~ner who has paid his sha,e of estimated costs in advance
as Dro~ lded above shall Da\ to the oper~,_or his pro rata ..... ~ ~ .)f the amount ti~at reasonable

,~c, c~)sts exceed estmlated ~.el; cost:- and shall recet\L- r(m~ the operator his pro rata
share <,f he amount that estimated .....,~=~,’~ c.,sts c v,.eeu ’ ~ ’~ re:.>~mabie weli costs.
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(7) The operator is hereby; authorized to ~ithhold the following costs and

charges from production:

(a) The pro rata share of reasonable v, ell costs attributable to each non-

consenting working interest owner who has not paid his share of
estimated well costs within 30 da’, s from the date tile schcdulc of
estimated well costs is furnished t~, him: and

ib~ As a charge forint risk .nv(u\cd lI! the drilline ~fthe well. 20(1

percent ,.~f the pro rata share c~t ~ .... r,ab~c well cost~ attributable to
..... i 2 ¯ ,each non-consenting a.,,rK.n_ in~c~-csT (;\:’~ier who !ms not mid hi’;

share o< estimated well costs v\!!!l!tl 30 days f:om, the date the

schedule, of estmmted v, eH costs :-. rt’.rn~shed to hun

~8i Fhe operator shall distribute said,.,,’.,,,*~.- and charges \~ithheld from
m{~duction, to the parties who advanced the ’a.,~,:"" costs

(9) S5A00.00 per month while drilling and $540.00 per month ~ hile producing
are hereby fixed as reasonable charges for supervision (combined fixed rates ): the operator

is hereby authorized to withhold from production tt~e proportionate share of such
supcrvision charges attributable to each non-consenting ’~ orking interest, and in addition

thereto, the operator is hereby authorized to withhold tr,,m~, production the proportionate
share of actual expenditures required for operating such ~ve!l. not b. excess of what are

reasonable, attributable to each non-consenting working :merest.

1 I0) Any unleased mineral interest ~;hall be ~onsideied a sever>eighths (7/8}

woIkint2 interest and a one-eigmh ~] ,8* r,.~yaltx~ interest i,,,: ~i~c pu,pose ot allocating costs
;rod charges under ti~e terms of ~h!s o,de~-

] 1 i Any we]l costs or char~_,es v~.hich are a; >c o:~ld ,.rot ,;" pr,Mtictzon . huh bc
w~thhcid only from the working i_,_,teresr s share of prt~(~uclion~ and no co<s or charges

:dml! be withheld from production attributabie to royal,:} interests.

i12! All proceeds from production from the subiect well which are not disbursed
.,’or any reason shall be placed in escrow m Eddy’ County. New Mexico. to be paid to the
true owner thereof upon demand and proof of ownership: the operator shall notify’ the."

Division of the name and address of said escrow agent within 30 day’s 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 thereahcr be of no further effect.
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{ !4! The {)perator ol ri’~e sublect well and un~ ,hal! noti,tv the Director of the
Divlsi;:m in writing )} the subsequent ,~oiuntarx agrec:~ct2; ,.)I >ill pa;-tie< ,~ubject to it-to

t~.}rce-po,,)Iing pi(~visi(£m.,, or thi-~ ~lxie~

t ".,,5) luI-isdictlon of th~s cat~se ,,s retained rot I!i,~, e!~[I-, ,~I ~,uctl rL,,,the:- orders a~;
the Di,,~sion may deem necessam

[)ONE at Santa Pc, Ne~’, _Vlex~c(,. on ti-~c dax alqc ’: cai hcreinabo\ e designated.

STATE (~f \F\\: M~XIC(-)
OIL CON,’S t.R ’"( ~ATIONr DIVISION

WILLIAM .I. LEMAY
Director

M.o
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