
Si ArE (-)f NEV~~ MEXIC{,

ENERGY. MINERALS ..-\ND N ATE tEAL RESOi.:RCES DEPARTX1ENT
OIL CONSERVATION DIVISI{ )N

IN HiE MATTER OF TIlE HE.\RIN(!,
CALLED BY THE OIL CONSERVATION

DIVISION FOR THE PURPOSE OF
CONSIDERING:

(’A3,E.V(). ]163’9
ORDER _VO. R- 10 743

APPLICATION OF NEARBURG EXPLORATION COMPANY, L.L.C. FOR

COMPULSORY POOLING AND AN UNORTHODOX (;AS \VELL LOCATION,
LEA COUNTY, NEV~" MEXICO.

ORDER OF THE DIVISI()N

t?,Y THE DIVISION:

Fhis cause came on for hear,_ng a.~ 8! 5 a.m. on ia,-.,t~ar; 9. !997 at Santa Fe. New

X.Iexico. betbre Examiner Michael E. Stogner.

NOW. on this 22nd day of January. 1997. ~he Division Director. having
considered the testimony, the record and the recommenda’,ions of the Examiner. and being

fully advised in the premises,

FINDS THAT:

(l) 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, Nearburg Exploration Company. L.L.C.. seeks an order

pooling all mineral interests from the surtiace to the base ot tile Mon’ow tbnnation underlying
the E,.2 of Section 12. Township 21 South, Range 32 E’ast. NMPM. Lea County. New

Mexico, thereby’ forming a standard 320-acre gas spacing and proration unit for any and all
!\)rmations and’or pools developed on 320-acre spacing \~ ithin said vertical extent, v<hich

prese,qtly includes but is not neeessaril~ limited to the !taz Mesa-Morrow Gas Pool and
dedicating said unit to its proposed Minis "12" Federal C~)m, Well No. 1 to be drilled at an

unorthodox gas well location 090 ieet t’rom the North line and 6{50 feet from the East line

{[.nit A} of stud Section 12:

L3) Nearburg Exploration Company, L.L.C. a company based in Dallas. Texas.

sole proprietorship owned by’ Charles E. Nearburg, is listed as turning certain mineral
interests in the E/2 of said Section 12 and as such has the right to drill for and develop the
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minerals underlying the proposed spacing unit.

(4) There are other owners of mineral interest in the proposed proration unit who
have not agreed to pool their interests.

(5) At the time of the hearing the applicant, Ncarburg Exploration Company,
L.L.C., requested that Nearburg Producing Company, a corporation also owned by Charles
E. Nearburg that operates the various wells under which Nearburg Exploration Company.
L.L.C. is the owner, be designated as operator of the subject well and unit.

(6) The geological evidence presented by the applicant indicates that a well
drilled at the proposed location should encounter a greater amount of gross sand thickness
and is situated at a more structurally advantageous position in the Morrow formation than
a well drilled at a standard Morrow gas well location to the south in the E/2 of said Section
12, thereby increasing the likelihood of obtaining commercial gas production from the
Morrow formation,

(7) No interested or effected party to this matter appeared at the hearing 
opposition to either the unorthodox location or the forced pooling provisions of this
application.

(8) To avoid the drilling of unnecessau 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 and fair share of the gas in any pool
resulting from this order, the subject application should be approved by pooling all mineral
interests, whatever they may be, within said unit.

(9) Nearburg Producing Company should be designated the operator of the
subject well and unit.

(10) Any non-consenting working interest owner should be afforded the
opportunity to pay his share of estimated well costs to the operator in lieu of paying his share
of reasonable well costs out of production.

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

(12) 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
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costs in the absence of such objection.

~ 13) Folio\ring determination of reasonable xxcll coszs, anx non-consenting

~ orkin,g interest owner who has paid his share of estimated costs should pay to the operator

an\ amount that reasonable well costs exceed estimated x~cii costs and should receive fl-om
the ope,ator anx amount that paid estm~ated x~ell costs e.\cccd reasonable \\ oil costs.

. .,,nouk: be fixed as a rc:tsonabie charge for supervision( 14 i $6.000.00 per month -’ , -~

(combined fixed ratesi while dril!rag and $600.00 per n~onti’: should be i-ixed as a reasonable

charee !br supervision while producme. ~,r~,~ ideal that this ~a~e should be adiusted annuallx
based upon the percentage increase or decrease m the a\ cr~lge \~eeklx earnings of crude

petroleum and gas producuon workers" the operator should be authorized to \vithhold flom
production the proportionate share of such supervision charges attributable to each non-
consenting ~’~orking interest, and ,~. addition_ thereto, the operator should be authorized to

~ithhold from production the proportionate share of actual expenditures required for

operating the subject well. not in excess of what are reas<~able, attributable to each non-
consenting vcorking interest.

(15) All proceeds from production fi’om the subject \~ell which are not disbursed

tbr any reason should be placed in escrow to be paid to the true owner thereof upon demand

and proof of ownership.

(16) Upon the failure of the operator of said pooled unit to commence drilling 
the ~,ell to ’~vhich said unit is dedicated on or befbre April 20. 1997. the order pooling said
unit should become null al-ld ,,’old and of no fhrther effect ~ hc~tsoe~ er.

(17) Should ai! the pai~ies te this torce-pouling reach \oluntar\ agreement
subsequent to entrx of this order ~his order should therea!ic:. be of no t\~rther effect.

(18) The operator of the ",~ei) and unit should notit\ the Director of the Division
,,n ~xrlting ofthe subsequent voluntar’, agreemem of" all pa,,,,~es sub}eel to the Force-pooling

pTo~,,slons of this order.

ll- IS THEREFORE ORDERED THAT:

(1) All mineral interests, whatever they may be. from the surlace to the base 

the Morrox~ tbrmation underlying the E/2 of Section 12. TO\Vlnship 21 South. Range 32 East,

NMPM, Lea County, New Mexico, are hereby pooled to form a standard 320-acre gas

spacing and proration unit for any and all fom~ations and or pools developed on 320-acre
spacing within said vertical extent, which presently includcs but is not necessarily limited

to the I tat Mesa-Morrow Gas Pool. Said unit is to be dedicated to ihe proposed Minis "12"
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tcderal C{wn. \Veil No i to be dri!le~2 at a~ ’anorthodox ¢,’> ,~ ~’ll lo,.at!on {}~){) feet from 
North line and 660 feet fi’onl the East iinc ~t ~mt AI of sai¢l ";ccfion !2.

PR()\,"IDED H()\VEVER THAi the (merator ,:;! 5:,.id :]nh shall c{,mmcnce the
,_hql!lng of said well on ,:)r before the t:xent~eth day of \p~~.i. !uu7. and shgdl thereafter

c{}ntinuc the drilling oisald well ,.vith due d!i!gCl!CC [O Li de?i}! .-ul’tb.cieIlI tO tcS~ the .klorrox~

!ormation.

PROVIDED FUR-! tiER I-HA 1- :,.~ the e’, ent sald ,,~,cr~itor does not commence the
cirlil~ng .)f said ;~el] on or before ]he ,tv.,entie~h da’, of April !.-1~}7 Dzc]etorx Paragrapi~ No.
,1! o! this order shall be null and void and "+ ,ao etle’ct ,; L~tsoe: or. unless said operator

obtains a time extension Irom the Di,, Ision Ior good cause :Qio,~ n,

t}tEOVIDED FUR-FIlER THAT. should said \\ell r~o" bc drilled to coinpletion, 
abandonment, within 12(0 days after commencement thcvcoi, said operator shall appear

before the Division Dhector and show cause why Decrctot, [’:~zagraph No. { 1 1 ot this order
should not be rescinded.

(2/ Nearburg Producing Company is hereby desig12~tect the operator ,~tthe subject

",~el! and unit,

( 3 } After the effective aate of this order and with:l: ~){) daxs :prior to COl11111CllCiFtg

,,.ud vxcll. dac operator shal! furnish the i)ix isio:~ and each k~:~,~,, u x~orkin~ intc~est o\x nor 
t]lc >tlbjCCt umt an itemized schedule <){esrxnqated wel! co>~-

\kithin 30 da~s ti’om the date ..:i~,e schedule ~>~ c:~’.::uated x~cll cost> ;< turnishcd
t(, him.. an\ non-coi~scnting - .~, c, shall ~ x -\~ork.a.,n.~:~_>~’ ,~.-o-., owner ,~:. ~ the ,-:ght to pa} his share of

estimated ’.aeii costs to the operator m ]~eu ,:, ,~a ms h,~s sh::rc of reasonable \~ell costs out
ot producuon, and an\ such owner who pays h~s share of c>t:,:,>.ated well costs as pro\idcd

abo,. c shall remain !table Ibr opc~-atmg zostq but sha!! ~,x)-’, ~," iiib c %r risk cha>,cs

(5) The operator shall furnish the Division and each kno’,vn \\orking interest
o~ nor an itemized schedule or actual well costs ,aithin 9(t da, s tblio~virtg completion of the
~ell: if no objection to the actual \\ell costs is received by the f)ivision and the Divisiol~ 

not obiected ’~vithin 45 days following receipt of said schcduic, the actual \\ell costs shall 
the reasonable \yell costs: provided howe~,er, if there is a~~ objection to acttml well cosls

\xithin said 45-day period the Division will determine rea>onable ,,,-ell costs after public
notice and hearing.

\Vithin 60 days foilowmg determination of ~-:asonab e ,\ell costs, an\ hoE.-
consenting working interest owne: who has paid his share o: estimated costs i~ adx ante as
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provided abo‘, e shall pa} to the operator his pro rata share .,,,t the amount that reasonable ‘‘\:ell

costs exceed estimated well costs and shall rccei‘‘.e from the operator his pro ru.ta share of the
amount that estimated ‘‘x ell costs exceed reasonable ‘‘~ell ~os’,s

(7) The operator is hereb~ authorized to x‘‘itt~oid tile Ibllo\~ ing costs and charges
flom production:

(a) The pro rata share of reasonable x~oll costs attributable to each non--

consenting v, orking interest ov,’ner who has not paid his share of
estimated ‘‘veil costs within 30 da\ s from the date the schedule of

estimated well costs is furnished to him: and

(b) ,,ks a charge for the risk involved in the drilling of the well. 20(i,
percent of the pro rata share of reasonable well costs attributable to

each non-consenting working interest o‘‘‘‘ner who has not paid his
share of estimated ,,,,:ell costs within 30 days flom the date the

schedule of estimated wet! costs is t,~tr:fished to him.

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

(9) $6.000.00 per month \vhiie dr!lling and $60{).00 per month while producing
are hcrebv fixed as reasonable charges tot superxision (comalned fixed rates ~: the operator
is hereb‘, authorized to w;thhold trom producnon the proport:onate share of such supervision

charges attributable to each non-consenting working interest, and in addition thereto, the
operator is hereby authorized to vqthhold from production :b.e proportionate share of actual

expenditures required for operating such ‘‘‘,ell. not in e’,:cess of \vhat are reasonable.
attributable to each non-consenting working interest.

(10) Any unleased mineral interest shall be considered a seven-eighths (7/8)
working interest and a one-eighth (1/8) royalty interest tbr ,t~e purpose of allocating costs and

charges under the terms of this order.

(11) An,, well costs or charges which are to bc paid out of production shall 
x~ ithhcld only from the ‘‘xorking interest’s share of production, and no costs or charges shall

be ~vithheid from production attributabie to rovaitx interests.

(12) All proceeds from product,.on fi’orn the subject well \\inich arc not disbursed
for any reason shall be placed in escro‘‘~ m Lea Count‘‘. Nc~ Mexico. to be paid to the true
o~ner thereof upon demand and Drooi of ownership: the (~pcrator shah notit\ the Division

oI the name and address of said escrov~, agent v~ithin 30 da\ s tiom the date of first deposit
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\\ ith said cscro~ agent.

1-~t._~) Should all the parties to thls iorce-pooh:~4 reach voluntary agreement
subsequent to entry of this order, this order shall thereafter be of no further effect.

/14) The operator of the subject well and umt shall noti/\ the Director of the
Division in ,a-riting of the subsequent voluntary agreemem of all parties subject to the Ibrce-

pooling provisions of this order.

(15) Jurisdiction of this cause is retained for the cmr\ of such further orders as 
l)i\ ision may deem necessary.

[)ONE at Santa Fe. New Mexico. on ;.he dax and ~ ~’ar hereinabove designated.

)I-~,IE ~)F Nti\",-\IE~*CO

)[[ CONSER’,:\T[(7(N DI\:ISION

\

WILLIAM J ;: I!.’,!AY

Director

h E A [.


