STATE
ENERGY, MINERALS AN
OIL CON

OF NEW MEXICO
NATURAL RESOURCES DEPARTMENT
ERVATION DIVISIOCN

Dil i:j !

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIYISION FOR THE PURPOSE OF
CONSIDERING:

CASE NG, §5135
CORDER NO. P-£725
APPLICATION OF OXY USA, INC. FOR
COMPULSORY PCOLING, LEA COUNTY,
NEW MEXICO

ORDER COF THE DIVISION

BEY THE DIVISION:

This cause came on for hearing at 8:1% a.m. cn October 26

1988. at Santa Fe, HNew Mexico, before Examiner Michael E.
Stoagner

NOW, on this Tth day of November, 1938, the Divigion
Director. having considersd the testimony, the record and the

recommendations of the Examiner, and being fully advised in the
premises,

FINDS THAT:

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

t2) At the time of the hearing this case was ceonsolidated
with Division Case No. 9514 for the purpose of testimony.

{2} The applicant, ©OXY USA, 1Inc., seeks an order pooling
all mineral interests from the surface tc¢ the base of the
Wolfcamp formation wunderlying the NE/4 S5E/A {Unit I} of Section
9, Township 19 South, Rangs 36 East, NMPM, Lea County, New

i ., to form a standard 40-acre oil cpatlng and proration unit
v and all pools or formations developed on statewide 40-
o spacing (which includes but is not necessarily limited to
' Undesignated East Pearl-Queen Pool, Undesignated FEunice
Mnnument Grayburg-sSan 2ndres Pool, and an nil well din the
Unces;gnated Eumont Gas Paol).
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{4} The applicant has ths right to5 drill and properges 'O
drill a well at a stancdard oil well location thereon.
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{5} There are interecst owners in the proposed proration
unit who have not agreed to pnﬁl their interests.

{6} To avoid the drilling cf unnecesgary wells, %o protect
corr=lative rights, *to prevent waste and to afford to the owner
of ﬂach interest in said unit the opportunity o Tecover or
receive without unnecessarv expense his dust and fair chare of
the »il underlying the proposed spacing and proration unit, the
suhiact applicetier shculd be approved by poeling all mineral
interecsts, whatever thev may h2. within seid unit.

{7} The applicant should be decignated the cperator »f the

subiert well and unit.

{8y BAny non-consenting werking interest owner should bhe
affordesd the opportunity to pay his share of estimated well rosghs
tn the operator in lieu of paving his chare of reascnable well
coste out of production.

(2" Any non-consenting working interest owner who dess ant
pay hiz share of estimated well costs should have withheld frem
production hie share of reasonahle well costs plus an additional
200 percent thereof as a reascnable charge for the risk involived
irn the drilling of the well.

{10} Any non-consenting interest owner gshould be aftforded
the opportunity %o object to the actual well costs but actual
well costs should be adopted as the raascnable well coste  in the

ahzence of such ohkjection.

{11) Following determinatisn of reasonable well coste, any
non-consenting working interest owner whe has paid his share of
agtimated costs should pay to the operator any amount that
reascnable well costs exreed estimated well cests  and should
receive from the operator any amount that paid estimated well
caost s exceasd reascnable well zoeosts.

{12) At the time of the hearing the applicant propased that
the reaconable monthly fixed charges for supervision while
Arilling and producing bes £57460.00 and $566.00, respectively.

713} The above drilling and producing charges Aare in excess
~f the normal monthly fixed ~harges in this area for a well to a
comparable depth and should therefore be adjusted to rTeflect 3
more reasonable rate.




Case No. 9515
Order No. R-8785
Page No. 3

{14) $4500.00 per month while driliing and $4592.00 per month
while preducing should be fixed as reasonable charges for
supa2rvision (combined fixed rates); the cperater cshould be
authorized to withhold from production the proportionate share of
such  supervision charges attributable to each non-ceonsenting
working interest, and in addition thereto, the operator chould he
anthorized to withhold from preducticon the proportionate share of
actual expenditures required for operating the subject well. neot
in excess of what are reasonable, attributable to each non-
consenting working interest.

{1%) All precceeds from producticn from the subject well
which are not disbursed for any re=ason shcoculd be placed in escrow
to he pald to the true owner therecf upon demand and proof of
nwnership.

{15) Upon the failurs of the operator of said pooled unnit to
commence drilling of the well to which said unit is dedicated on
or before January 31, 1989, the order pooling szid unit shculd
become rull and void and of no further effect whatsoever.

{17) Should all the parties to this force-peoling reach
voluntary agreement subseguent to entry cof this order. this order
ghould thereafter be of no further effect,

{18} The operator of the well and uwunit should notify the
Director of the Division in writing of the subsequent veluntary
agreement of all parties subject to the force-pooling provisions
of this order.

T IS THEREFORE CRDEPED THAT:

(1) All mineral interecsts, whatever they may be, from the
surface to the base of the Wolfcamp formation underlying ths NE/4
SE/4 {Unit I) of Section 29, Township 19 South, Bange 26 East,
Lea County, New Mexico are hereby pooled to form a standard 40-
acre ¢il spacing and preoration unit for any and all poole or
tormaticns developed on statewide 40-acre spacing (which includes
kut is not necessarily iimited to the Undesignated East Pearl-
CQueen Pool, Undesignated Eunice Monument-Grayburg-~San Andres
Focl, and an o0il well in the Jndesignated Eumcnt Gas Pooll.

PECVIDED HOWEVER THEAT, the c¢perator of said unit =shall
commence the drilling of ssid wall on or before the 21st day of
January, 19892, and shall thereafter continue the drilling of caid
well with due diligence to a3 depth sufficient to test from the

surface £o the kbase of the Wolfcamp formation.
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PROVIDED FURTHER THAT, ir the event said operator coes not
commence the drilling of said well on or hefore the 31st day cof
January, 1989, oOrdering Paragraph HNHo. (1) of this order shall e
null and void and of no effect whatcoever, unless said operator
chtains a time extension from the Divisinn for good cause shown.

PROVIDED FURTHER THAT. cshcould said well not be drilled to
comnletion, or abandonment, within 129 days after commencement
thereof, caid operator shall appear kefore the Division Divectnr
and show cause why Ordering Paragraph Nc. {1}y of thie order
sheould not be rescinded.

2} OXY USA, Inc. is herehy designated the operator of the
t well and unit.

3

{3} After the effective date of this orde
dave prior to commencing said well, the cperator shall farni
the Division and each known working interest owner in the subiert
unit an itemized schedule cof estimated well costs.

and within 9¢
=

IS

v Within 30 days from the dates the schedule of estimared
oets  is  furnished to him, any non-consenting working
interest onwner shall have thes right tc pay his fhare of estimated
well costs £to  the operator in lieu o©f payving his share of
reasonable well costs out of production, and any such owner who
nave his share of esgtimated well coste as provided above shall

remain liabkle for operating oos8ts but shail not he liable for
-isk charges.
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{8} The operatsor shall furniceh the Division and e2ach known
working interest owner an itemized schedule of actual well costs
within 90 days following =cmpletion of the we=ll; 1f no obiectinn
o the actual w2ll costs is veceived by the Divisicn and the
Division has not objected within 45 days fellowing receipt of
sald schedule, the actual well ccsts shall be the reasonable well
rosts;: provided however, it there is an chijection to actual well
costs within said 45 -day pericd the Division will) determine
raasonable well costs after public notice and hearing.

! Within €€ days fnllowing determination of reassnable
osgts, any non-congenti g working interect ownher who has
< share of egtimated coste in advance as provided above
v to the operator his pro rata share of the amocunt that
12 well coste axceed 2stimated well costs  and shall
frem the operator his pro rata share of the amount that
d well costs excesd rvezsonable well costs,

{7} The operator is herehy avthorized tro withhold the
ing costs and charges from production:
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{A) The pre¢ rata chare of reasonable
well costs attributable to each
non-consenting working interest
owner who has not paid his share of
estimated well costs within 30 davys

from the date the schedule of
estimated well costs is furnished
to him.

B} As a charge for the rigk inveclved
in the drillinz of the well, 200
percent ¢f the pro rata share of
reasonahle well ceoste attributable
to each non-ceonsenting  workina
interest owner who has not paxd his
share of estimated well costa
within 3¢ daye from the date the
schednle of estimated well costs is
furnished to him.

ot

(2} The operator =hall dis
withhald from producticn to2 ths pa
costs.
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510) Any unleased mireral interest chall ke considered
1—22ghths (7/8) working interest and a one-eighth (1/8)

interest for the purposse of allocating costs  and chardges
under thes terms of this order.

t11) Any well costs or charges which ars to be paid cout of
producrtion shall be withheld only frem the working intfrestfﬁ
cshare nf producticn, and ro omste  or charges shall k2 withheld
frem production attributable to rovalty intereste.




Cases No, 9515
Order No. R~878%
Pags No. 6

All proceeds from oraducticon frem the subject well
not disbursed for any reacson shall be placed in esCrow
County, New Mexiro, to be paid to the true owner therent
and and proof of ownership; the operator shall notify the
~f the name and address of said escrow agent within 20
r the date of first depoeit with said escrow agent
should all the =mparties te this forcs-pocling reaai
sgreement subsesuent *to entry of this crder this order
ereafter be of no further effect
} The operator of thes well and unit shall notify tohe
»¥ the Divigion in writing of the subsequent voluntary
‘ to  the force iin

cf all parties a-nonling provisions

(1% Jurisdiction cof thig cange is
such further orders as th j

““NE at Santa Fe, Mew  Merioco on the AdAav  and y=ar
hereinabove designated.

WILLIAM T. L
Director




