
STATE OF NEW MEXICO
i~Li~I~CY, MINERALS AN1) NATUtLAL r’ESGURCES DEPARTMENT

OIL CGNSEt~VATION D!VISION

IF. THI_ rb’~TTEi: OF TIIE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION t~OR THE PURPOSE OF
CONg I DER I I’TC :

CASE NO. 9223
Cr(,er No. R-8531

APPI, iC~YiON OF SUN EXPLORATION
~.&’[: PRODUCT I ON COMPANY FOR
CC¢.,]PULSOR¥ PC_~LING, EDDY COUNTY,

~xr T
NEW P]E,xiCO

OPd)ER OF THE DIVISION

BY THE DIVISION:

This cause came on for heurihg at 8:15 a.m. on October 7,
1987 , at Santa Fe, New Mexico, before Examiner Michael E.
Stogner.

NOI~, on this 28th day of October, 1987, the Division
Director, having considered the testimony, the record, ana the
reconmaendations of the Examiner, and being fully advised in the
pren, i se~,

}’INDS TtiAT:

(1) Due public notice having been given as require~ 
law, the Division has jurisdiction of this cause and the
s:ubject matter thereof.

(2) The appl i cant, Sun Exploration and Product ioh
Company, seeks an order pooling all mineral interests below a
depth of 8eCC feet underlying the S/2 of Sectiel: 15, Township
18 Soutt~, Range 27 East, NMPM, Eddy County, I~ew Mexico, forming

standard 320-acre gas spacing and proration unit for any anc
all formations and/or pools within this vertical extent being
deveioped er: 320-acre spacing.

(3) The applicant has the right to drill and proposes 
drill a well at a standard gas well location thereon.

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

(5) To avoid the drilling of unnecessary well,;, 
protect correlative rights, and to afford to the owner of each
interest ix~ said unit the opportunity to recover o1’ receive
v:i[hout um!ecessary expense his just and fair share of the gas
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lr, ali: r,c.c:l completion resulting." fror:, this ~tder, the subject
appi i cat ion should be approved by pool ,~ r, L" al I Elineral
interests, whatever they may be, within said unit.

(C) The applicant should be designated tl:e operator 
the sub]ect well and unit.

(7) Any nonconsenting working inter(-,’~t cwr, er should be
~:ftcrccd the opportunity to pay his share cf estimated well
costs to the operator in lieu of paying his share of reasonable
well costs out of production.

(8) Any nonconsenting working interes~ emuJer who does not
pay his strafe of estimated well costs should have withheld from
production his share of the reasonable well costs plus an
additiur, al ~00 percent thereof as a reasonable charge for the
risk involved in the drilling of the well.

(9", A~:y nol~consenting interest owner should be afforded
tbe opportunity to object to the actual well costs but actual
well costs should be adopted as the reasonable well costs in
the absel~cc ~f such objection.

(10) Following determination of reasonable well costs, any
¯ ,’~onc.onsenting working interest owner who has paid his share of
estirmted costs should pay to the operator any amount that
reasohab!e well costs exceed estimated we] ! costs and should
receive from the operator any amount that paid estimated well
cr~sts exceed reasonable well costs.

(1! At the time of the hearing the ~pi:.i~cant proposed
that tt~e leasonable monthly fixed charges for supervision while
drilling and producing should be $5721.00 and 572.00, respec-
tivciS.

Subsequent to tile hearing the applicant submitted a
Joint Operating Agreement entered into by Sun Explorution and
Proclucti~n~ Company and certain working interes:t owPers for the
f;coggin Draw ~¢ell No. 1 located in Section 22, Township 18
South, Range 27 East, N~dPM, Eddy County, New ~,iexico, which is
an otisettlng well to the subject well. The mo~thly fixed
charges for supervision while drilling and producing iP. this
agreement were $5640.00 and $564.00, respectively.

(13) Both sets of figures as shown above a~e above the
m)rmal monthly fixed charges in this general area for a well to
a ccmpa~:ble depth and should therefore be ad3uste~ to reflect
o more recscnable rate.
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(14) $4,900.00 per month while drilling and $490.00 per
month while producing" are hereby fixed as reasonable charg’~,s
for super¥isio,. (combined fixed rates); the operator is hereby
authorized to withhold from production the p~-oportionate share
of such supervision charges attributable to each nonconsenting
working interest, and in addition thereto, the operator is
hereby al~thorized to withhold from production the proportionate
share oi actual expenditures required for oper~tir.~, such well,
not in excess of what are reasonable, attributable to each
nc.nc(msehting working interest.

(15) All proceeds from production fron, the subject well
which a~ ~ot disbursed for any reason sbolzld be placed in
escrow to be paid to the true owner thereof upon demand and
prooI oi owhership.

(16) Upon the failure of the operator of said pooled unii
to commence drilling of the well to which said unit is deoiea-
ted on cr before January 1, 1988, the order poclir:~" said unit
should become null and void and be of no effect whatsoever.

(17) Should all the parties to this folce-pooling reach
voluntar> agreement subsequent to entry of this order, this
order should thereafter be of no further effect.

(18) The operator of the well and unit should notify the
Director of the Division in wl-iting of the subsequent voluntary
agreement oI all parties subject to the force-pooling provi-
sion:~ of ~t’~s order.

~Z ~S 2I~ERE]?ORE ORDERED 7[iAT:

(’~ AJ] mineral interests, whatever they may be, below 
depth of 8800 feet underlying the S/2 of Section 15, Township
18 South, Range 27 East, N~,IPM, Eddy County, New Mexico, are
hereby pooled to form a standard 320-acre gas spaclh b and
proration unit for any and all formations and/or pools within
this "vel~tical extent being developed on 320-acre spacing to be
dedicated to a well to be drilled at a stanciard gas well
!(~e~ttiolJ thereon.

PROVIDED HOWEVER THAT, the operator of s~id unit shall
coc~nce the drilling of said well on or before the first day
of JaPuary, 1988, and shall thereafter continue the drilling of
said well with due diligence to a depth suffieiert to test the
Morrow format ion;

PROVIDED FURTHER THAT, in the event sai(~ cpc~rator does not
ec, c~.~-hce tT~--d--rTqqq-n-g--o-f--said well Oh or before the first day
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of ~anuar}, 1988, Ordering Paragraph No. (I) of this order
shall be ~ul] and void and of no effect whatsoever, unless said
operator obtains a time extension irom the Division for ~;’ood
cause shown.

PROVIDED FURTHER TIIAT, should said well not be drilled to
completion, or abandonmen’t, within 120 days after conmlencen~ent
thereof, said operator shall appear befoI°, ~. the D.~vision
Dii’cctor and show cause why Ordering Paragraph No. (I) of this
order should not be rescinded.

..~) Sin, Exploration and Production C omp~my is hereby
designated the operator of the subject well and unit.

"~x After the effective date of this e~’del altd within 90kO/

¢iays prior to commencing said well, the epe~’ator shall furnish
the Division and each known working interest owner in the
subject up. it an iten~ized schedule of estimated well costs.

(4) Within days irom the (late the schedule of
estin~ate~ well costs is furnished to him, ar, y nonconsenting
working interest owner shall have the right to pay his share oi
estimated well costs to the operator in lieu of paying his
share of l easonable well costs out of productier., and any such
owner- who pays his share of estimated well costs as provided
above shall remain liable for operating costs but shall not be
liable for risk charg’es.

(5) The operator shall furnish the Division and each
known working interest owner an itemized schedule of actual
well eost~’~ within 90 days following completioh of the well; if
li~ objection to the actual well costs is received by the
Division and the Division has not objected within 45 days
followinF, receipt of said schedule, the actual ~cil costs shall
be the reasonable well costs; provided, however, if there is an
objection to actual well costs within said 45-day period the
Division ~;ill determine reasonable well costs after public
notice ar~(~ hearing.

(6) Within 60 days followiP, E’ determir;ation of reasonable
well costs, any non-consenting working interest owner who has
paid his share of estimated costs in advance as provided above
M~all pay to the operator his pro rata share of the amount that
reasonable well costs exceed esti~:ated well costs and shall
receive from the operator his pro rata share of the amount that
estimated well costs exceed reasonable well costs.

(7) ~’he operator is hereby authorized to withhold the
toliowing costs and charges from production:
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(A) The pro rata share of reasonable well
costs attributable to each non-consenting
working interest owner who b.as not paid his
share of estimated well costs within 30 days
from the date the schedule of estimated well
costs is furnished to him.

(B) As a charge for the risk involved in the
drilling of the well, 200 percent of the pro
rata share ot reasonable well costs attributable
to each non-consenting working interest owner
who has not paid his share of estimated well
costs within 30 days from the ciate the schedule
of estimated well costs is furnishea to him.

(8) The operator shall distribute said costs and charges
withhel~i irom production to the parties who advanced the well
c~os t S .

(9) $490G.00 per month while drilling and $490.00 per
month whi~e producing are hereby fixed as reasonable charges
for supervision (combined fixed rates); the operator is hereby
authorized to withhold from production the proportionate share
of such supervision charges attributable to each nonconsenting
workihg interest, and in addition thereto, the operator is
hereby authorized to withhold from production the proportionate
share of actual expenditures required for operating such well,
not in excess of what are reasonable, attr~.butable to each
nonconsenti~-g working interest.

(10) Any unsevered r~ineral interest shal] be considered 
:~even-eighths (7/8) working interest and a one-eighth (1i8)
~cyal t?, interest for the purpose of allocating costs and
charges unC er the terms of this order.

(11) Any weli costs or charges which are to be paid out 
production shall be withheld only from the working interest’s
share o2 px.o(auction, and no costs or charges shall be withheld
frcn~ prociuction attributable to royalty interests.

(12) All proceeds from production fl.om the subject well
which a~e x~ot disbursed for any reason she] 1 inmJediately 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 notity the Division of the hame and address of
,~;aid escrow agent within 30 days from the date of first deposit
w~tl~ said escrow agent.
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(13) Should all the parties to this t oree-pooling reach
voluntary agreement subsequent to entry of this order, this
order ~Imll thereafter be of no further effect.

(14) Tbe eperator of the well and unit shall notify the
Director of the Divisiol~ in writing’ of the subsequent voluntary
agreement of all parties subject to the force-pooling provi-
sicr:s cf this order.

(15) Jurisdiction this cause is retained for the entry
of such further orders as the Division may deem necessary.

DONt2 ~,t Santa Fe, New Mexico, on the day and ~ear
here inabove oesignated.

STATE OF NE?] ~dEXICC _
OIL CONSERVATION D ~I~ION

/

W i LL I Ah’I J. LE~&AY /
I)i rector


