. STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

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

CASE NO. 13365
ORDER NO. R-12263

'APPLICATION OF NADEL AND GUSSMAN PERMIAN, L.L.C. FOR
COMPULSORY POOLING, EDDY COUNTY, NEW MEXICO. R

ORDER OF THE DIVISION
BY THE DIVISION:

, This case came for hearing at 8:15 a.m. at Santa Fe, New Mexico on November 4,
- 2004 before Examiner William V. Jones and on January 6, 2005 before Exarmner David
R. Catanach

NOW on th1s 10 day of January, 2005, the D1v1s1on Director, havmg cons1dered
the testimony, the record and the recommendatlons of the Examiner, -

FINDS THAT:

(1) Due pubhc notice has been given, and the Oil Conservatlon D1v1s1on has
Junsdlctlon of this case and of the subJect matter. - sl :

) Th1s case was heard on November 4, 2004 then contmued to complete all. -

- . notice fequirements. Addmonal ev1dence of notlce was presented at the J anuary 6, 2005,
- examiner: heanng _

(3)  The applicant, Nadel and Gussman Permian, L.L.C. (“applicant”), seeks
an order pooling all uncommitted mineral -interests from 4,000 feet to the base of the
. Morrow formation underlying the S/2 of Section 33, Township 22 South Rdnge 28 East

NMPM, Eddy County, New Mex1co, in the following manner:

the S/2 forming a standard 320-acre gas spacing and proration unit for all
formations or pools spaced on 320 acres within this vertical extent, which
presently include, but are not necessarily limited to, the Dubhn Ranch-
Atoka Gas, and Dublin Ranch-Morrow Gas Pools; and
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the SW/4 forming a standard 160-acre spacing and proration unit for all
formations or pools spaced on 160 acres within this vertical extent. '

(4)  The above-described units ("the Units") are to be dedicated to the
applicant’s Artemis Fed. Com Well No. 1, to be located at a standard gas well location in
the SW/4 of Section 33 and drilled to an approximate depth of 12,850 feet. '

: (5)- Two or more separately owned tracts are embraced within the Units, k._
- and/or there are royalty interests and/or undivided interests in oil and gas minerals in one
or more tracts included in the Units that are separately owned.

(6) Applicant is an owner of an oil and gas working interest w1th1n the Units.
Applicant has the right to drill and proposes to drill its Artemis Fed. Com Well No.1toa
common source of supply mthm the SW/4 of Sectlon 33.

(7) Apphcant appeared at the heanng and presented exhxblts and testlmony as
follows from a geologist and a landman

(@) . The entire Section 33 is federally owned.

(b)  Because of a.river and other considerations, the well location has

- not yet been finalized, but it w111 be located at a standard locatlon w1thm the SW/4 -

of Section 33.

(c) The- apphcant has the largest leasehold interest and is seekmg to B '

pdol all other interests, some of which can be located and some of whlch cannot
be located. : .

o ‘ (d) The pr1mary geologlc target is. the Atoka clastlcs, but the Morrow '
. is-also a target, since this well will be located between a primarily Atoka area and -
a primarily Morrow area. Risks to success include dramage and pos51bly rmssmg

. the sand channels altogether. :

'A(8) Applicant had advertlsed tlus ‘case such that all formatlons from surface to
the base of the Morrow were to be pooled. At the hearing, the apphcant changed the
requested depths to 4,000 feet to the base of the Morrow.

(9)  There are interest owners in the proposed Units that have not agreed to
pool their mterests
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(10) - Unit Petroleum Company as a party to be pooled appeared at the hearing
through counsel but presented no witnesses.

(11) To avoid the drilling of unnecessary wells, protect correlative rights, o

prevent waste and afford to the owner of each interest in the Units the opportunity to

recover or receive without unnecessary expense its just and fair share of hydrocarbons, - - -
this apphcatlon should be approved by pooling all uncommltted mterests, whatever they";k S

'may be, in’ the oil and gas w1thm the Units.

~ (12) - Applicant should be designated the operator of the proposed'well and of the
Units. ' ‘

(13) Any pooled working interest owner who does not pay its share of

estimated well costs should have withheld from production its share of reasonable well
costs plus an additional 200% thereof as a reasonable charge for the risk involved in
drilling the well. _

(14) Reasonable charges for supervision (combmed fixed rates) should be fixed
- at $7,000 per month while drilling and $700 per month whilé producing, provided that
these rates should be adjusted annually pursuant to Section IT.1.A. 3 of the COPAS form
titled “Accountzng Procedure—Jomt Operatzons

ITIS THEREFORE ORDERED THAT'

aG - Pursuant to the application of Nadel and Gussman Pem:uan, LLC..
. - (“applicant”), all uncommitted mineral interests, whatever they may be, in the oil and gas * -~
Ao - from 4,000 feet to the base of the Morrow formatlon underlymg the S/2° oi Sectlon 33,
‘.-~ ‘Township 22 South, Range 28 East, NMPM Eddy County, New Mex1co are hereby

pooled, as follows

the S/2 forming a standard 320-acre. gas spacing and proration unit for all -
formations or pools spaced on 320 acres. within this vertical extent, which:
presently include, but are not necessarily limited to the Dublin Ranch-
Atoka Gas, and Dublin Ranch-Morrow Gas Pools; and

the SW/4 forming a standard 160-acre spacing and proration unit for all
formations or pools spaced on 160 acres within this vertical extent.
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The above-described units ("the Units") are to be dedicated to the applicant’s
Artemis Fed. Com Well No. 1, to be drilled at a standard gas well location in the SW/4 of
Section 33.

(2)  The operator of the Units shall commence drilling operations on the
proposed well on or before May 1, 2005 and shall thereafter continue drilling the well
with due diligence to test the Morrow formation at an approximate depth of 12,850 feet. -

3) In the evenf the oper_efor does not eommence drilling operations on the -
proposed well on or before May 1, 2005, Ordering Paragraph (1) shall be of no effect,
unless the operator obtains a time extension from the Division Director for good cause.

@) Should the proposed well not be drilled and completed within 120 days
_after commencement thereof, Ordering Paragraph (1) shall be of no further effect, and the
unit created by this Order shall terminate unless the operator appears before the Division
Director and obtains an extension of ‘time to complete the well for good cause
demonstrated by satisfactory evidence.

) (5) Upon final pluggmg and abandonment of the Artemis Fed. Com Well No.
1, the pooled units created by this Order shall termmate, unless th1s order has been
amended to authonze further operations. : :

(6) Nadel and Gussman Permian, L L C.is hereby des1gnated the operator of SRR

~ the proposed well and of the Units. -~ = *

S () After pooling, uncommrtted workmg interest owners are referred to as. j.'y
pooled working " interest -owners: (‘Pooled ‘working interest owners” ‘are. ownersof

- working interests in the Units, mcludmg unleased mineral interests, who are not partiesto = - '

o . an operating agreement governing the ‘Units.) After the effective date of this order, the. -

operator shall furnish the Division and each known pooled working interest owner it the
Units an itemized schedule of estimated costs of drilling, completmg and equipping the
proposed well ("well costs"). :

, (8) With_in 30 days from the date the schedule of estimated well costs is
furnished, any pooled working interest owner shall have the right to pay its share of
estimated well costs to the operator in lieu of paying its share of reasonable well costs out
of production as hereinafter provided, and any such owner who pays its share of
estimated well costs as provided above shall remain liable for operating costs but shall
not be liable for risk charges. Pooled working interest owners who elect not to pay their
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share of estimated well costs as provided i m th1s paragraph shall thereafter be referred to
as "non-consenting working interest owners."

(9)  The operator shall furnish the Division and each known pooled working
interest owner (including non-consenting working interest owners) an itemized schedule
of actual well costs within 90 days following completion of the proposed well. If no
objection to the actual well costs is received by the Division, and the Division has not
objected within 45 days following receipt of the schedule, the actual well costs shall be
deemed to be the reasonable well costs. If there is an objection to actual well costs within
the 45-day period, the D1v1s1on will determme reasonable well’ costs after public notice
and hearing. - :

(10) Within 60 days following determination of reasonable well costs, any
pooled working interest owner who has paid its share of estimated costs in advance as
provided above shall pay to the operator its share of the amount that reasonable well costs
exceed estimated well costs and shall receive from the operator the amount, if any, that
the estimated well costs it has paid exceed its share of reasonable well costs.

(11) The operator is hereby authonzed to. w1thhold the followmg costs and
‘charges from. productlon , -

(a) the proportlonate share of reasonable well costs
. - aftributable to each nOn-consentmg workmg mterest
~ owner;and

- (b). -asa charge for the risk mvolved in dnlhng the well,
- 2200% ofthe above costs : L

(12) The operator shall d1str1bute the costs and charges w1thhcld from
productlon, proportlonately, to the parties who advanced the well costs ' :

(13) Reasonable charges for supervision (combined fixed rates) are hereby
fixed at $7,000 per month while drilling-and $700 per month while producing, provided
that these rates shall be adjusted annually pursuant to Section III.1.A.3. of the COPAS
form titled “Accounting Procedure-Joint Operations.” The operator is authorized to
withhold from production the proportionate share of both the supervision charges and the
actual expenditures required for operatmg the well, not in excess of what are reasonable,
attributable to pooled working interest owners.
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v (14) Except as provided in Ordering Paragraphs (11) and (13) above, all
proceeds from production from the well that are not disbursed for any reason shall 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 notify the Division of the name and
address of the escrow agent w1th1n 30 days from the date of first depos1t with the escrow
‘agent.

(15). Any ﬁnleased mineral interest shall be considered a seven-eighths (7/8).
workmg interest and a one-eighth (1/8) royalty interest for the purpose of allocating costs

and charges under this order. Any well costs or charges that are to be paid out.of

production shall be withheld only from the working interests’ share of production, and no- |
costs or charges shall be withheld ﬁ'om productlon attributable to royalty interests. ‘

(16) Should all the part1es to this compulsory pooling order reach voluntary
agreement subsequent to entry of this order, this order shall thereafter be of no further
effect. y ,

(17) The operator of the well and Units shall notify the Division in writing of
the subsequent voluntary agreement of all partres subject to the forced pooling provisions - -
of this order. _

(18) Junsdlctlon of this case is retained for the entry of such further orders as.
- the Division may deem necessary e It :

DONE at Santa Fe, New Mexico, on the day and year heremabove desrgnated

STATE OF NEW MEX'ICO RSN
OIL CONSERVATION DIVWISIONF'

MARKE. FESMIRE P E
Director
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" CASE 13401: . Application of Platinum Exploration, Inc. to aboixsh the spec!al rules and. regulaﬂons Jor. the e
. -Knowles (Devoisian) Pool, Lea County, New Mexico. Applicant seeks anordenabohshmg the special rules.and - -
regulahons for the Knowles’ (Devoman) Pool; andinsututmg statewide well spacing and locationregulations for the pool.. .+
" Theé pool rules carrently provide for 80-acre spacing, wells to be i either the northwest.or southeast quarter-quarter . -
7. géction withid a’quarter section, and wells to be within: £50: feet of the center of such quartersquarter section.. The- pool . .-
L cbvets allor parts of Sections 34 and 35, Township 16 South, Range 38 Bast, and Sectigns.2 and 3, Townslnp 17 South, U
S Range 38 East The pool is oentered apptommaﬁely 3 mﬂes north-northeast of Knowles, New Mexmo SR

L T % 1336 o Continued from December 1 6 2004, Examiner Hearing - H

A Application afNadel and Gussman Permian, L.LC. for Compulsory Pooling, Eddy County, New Mexico Apphcam i3
7o seeks:-an order pooling all mineral interests:from the surface to the base of the Morrow. formation underlying the i
* . - following deseribed acreage in Section 33, Township 226oiath, Range 28 East, and inthe following manner: ‘The S/2 to
L form:a standard 320—acre gas spacmg and proration unit: for any and all- forma@ons or peols déveloped on. 320-acre
: s'p ! irict the DubhnRanch—Atoka Gas Pool andDubhmRanch-Monow Gas Pool, an.d,i,w
the. SW/4 10 form a'standard 160-acre gas ‘spacing and proram)n unit for any and all formatipns or pools. deveIOped on:.
160:acr€ spacing within that vertical extent. ‘The units_are to be-dedicated to the ArtemisFed..Com.-Well No:1, tobe

. located at-an orthodox location in the SW/4 of the section. Also to be considéred will be.the cost of drilling and ' :
O compleﬁng the weil and the allocation of the cost théreof; as well as actual operating costs and: chatges for supervision; -
(R desigmuon of apphcant as-opetator of the well, and a 200% charge for the risk mvolved in dnllmg andcomplet:ng the
D Well The umis are located apprommately 4 m1les north of Lovmg New Memco : i : o

o wE 1338 , ontinued from December 1 6 2004, Examiner Hearing o '

L Applicatian of Nadel and Gussmarn Permian, L.LC. for compuisory paaling, Ckai’es Coun(v, New Mexico Apphca.ut

- ' geeks an order pooling all minetal interests from the surface to the base of the Morrow formation underlying the B/2 of ..
|7 Sectien8, Township 13 South, Range 27 Bast, to form a standard 320-acre gas spacing and proration.unit for any andall - .

"2 formations or pools developed on 320-acre spacing within that vertical extent. The unitis to be dédicated to the Cazador

" .. . Bed, Well No. 1, located at an orthodox Iocation in the SE/4 NE/4 of the section.. Alsa to be considered will be the cpst .
7 of re-entering and completing the well and the allocation of the cost thereof; as well as actual aperating costsand charges: 2
Y for supervmon, ‘designation of apphcant as operator of the well; and a 200% charge. for the-risk involved in re-entenng _- . '}, 2

: and completmg the well The unit i8 located approﬁumately 6 miles east of RosWe}l, New Mexico. - AR

IR . CASE ISQ Contmued and Re-advertised S R :
S AppHeation® of COG Operating LLC for compulsmy poolmg and an- unorthadox sm;face gds well lacation, Lea
ot Conntyy-New Mexico. Applicant seeks an order pooling all mineral interésts from the-surface to the base: of the Moarrow -
v -formationunderlying the N/2 of Section 33, Township 19 South, Range 33 East, to forma standard 320-aoré gasspacing .
+ 0 and 1 protation unit for any, and all formations developed on 320-acre spacing within that vertical extent, including:t the
T Un.demgnated Gem-Morrow Gas Pool. Thé unit is to be dedicated to the proposediade V1per 33 Fed..Com. WellNo: 1, S
" 'to'be drilled from an unorthodox surface'gas well location 495 feet from the North line and 1650 feet from the East line g
- of Section 33, to.an orthodox bottomhole location.in the NW/4 NE/4 (Unit B) of Section 33. Also to be considered will -
* be the cost of drilling and comipleting the well and the allocation of the cost thereof; as well as actual operating costs-and . -
_ charges for supervision, designation of applicant as ‘operator of the well, and a 200%. charge for the risk involved in -
- . drilling and completing the well. The unit is located approximately 16 miles southwest of Buckeye, New Mexmo lN
TI—IE ABSENCE OF OBJECTION THIS MATI'ER WILL BE TAKEN UNDER- A.DVISEMENT .

‘ CASM Contmued ﬁ'om December 16, 2004, Examiner Hearing. -
- Application of Chi Energy, Inic. for compulsory pooling, Eddy County, New Mexico. Apphcant seeks an order poolmg
all mineral interests from the surface to the base of the Morrow formation underlying the following described acreagein -
. Section 28, Township 22 South, Range 27 East, and in the followmg manner: The S/2 to forma standard 320-acre gas
spacing and proration unit for any and all formations developed on 320-acre spacing within that vertical extent, including
‘the East Carlsbad-Wolfcamp Gas Pool, South Carlsbad-Strawn Gas Pool, Undesignated Otis-Atoka Gas Pool, and South
Carlsbad-Morrow Gas Pool; the SE/4 to form a standard 160-acre oil or gas spacing and proration unit for any and all
formations developed on 160-acre spacing within that vertical extent, including the Undesignated North Cass Draw- -
_ Wolfcamp Pool; and the SE/4 SE/4 to form a standard 40-acre oil spacing and proration unit for any and all formations
- developed on 40-acre spacing within that vertical extent, including the Undesignated Wye-Delaware Pool. The units are
to be dedicated to the proposed Skeen Well No. 2, to be drilled at an orthodox location in the SE/4 SE/4 (Unit P) of
Section 28. Also to be considered will be the cost of drilling and completing the well and the allocation of the cost -



