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' STATE OF NLW MFP7IC0 :
i SN ENERGY ann MINERALS DEPARTMENT

OIL CONSERVATION DIVIGION

JERAY APCDAGA

- Ot Ll ox Popn
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LECHLTANY . : L:'ly :\ ’ l () 7 () 3 CREY
‘ Re: CASE NC. 6431 _
Mr. Tom Kellahin ORDER NO. R-5594

Kellahin & Kellahin
Attorneys at Law

Post Office Box 1769 Applicant:
Santa Fe, New Mexico

HNG Qil Company

‘Dear Siy:-

Enclosed herewith are two copies of the above-referenced
Division order recently entered in the subject case.

/Yours very tryuly;” )

Director

JDR/fd

Copy of order also sent to:

Hlobbs 0OCC
Artesia OCC__4
Aztec 0OCC
Other ; ' . P
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMEUT
OIL COVSLRVATION DIVISION

IN THE MATTER OP.THE HERRING
CALLED BY THE OIL CONSERVATION
. DIVISION FOR THE PURPOSE OF
lCONSIDERIHG:

CASE NO. 6431
Ordex to. R~5994

APPLICATION OP G JIL COMPANY
".FOR COMPULSGORY POOLING, ZDDY.
COUNTY, NEW MEXICO.

ORDER GF THE DIVISION

* BY THE DIVISION:.

Tnis cause came on for nearinq at 9 a.m, on January 31,
Agla, at Santa Feo, iuw sMexico, beiore cxamines \Ab“dLu Le

! Stamets.

] KO¥, on thig 2nad day’ot May, 1979, the Divieion

' Director, having considered the testimony, the record, and the
% recommendations of the Examiner, and being fully advised in the
;i premises, ’

FINDS:

(1) That due prblic notice having been given as required
i by law, the Division has jurisdiction of this cause and the
subject matter thereof,

(2) That the applicant, BNG 01l Company, seeks an order
pooling all mineral interests in the Pennsylvanian formation
underlying the N/2 of Section 35, Township 23 Scuth, Range 28

Last, iWMPM, Eddy County, New Mexico.,

o

(3) That the applicant has the right to drill and proposes
to drill a well at a standard location thereon,

o

'(4) That there are intereat owners in the proposed proration

unit who have not agreed to pool their interests,

- {5) That to avoid the drilling of unnecessary wella, to
protect correlative rights, and to afford to the ownor of each
interest in said unit the opportinity to racover or receive
without unnacessary expense his just and fair share of the gasg
in said pool, the subject application should be approved by
pooling all mineral interests, whatover they may ba, within said
unit,
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' (3) T™hat any non-consenting interest owner should ke

too9a

. Case No, 6431
'+ Order No. R-5034

(6) That the applicant should be designated the operator
of the subject well and unit.

. (7) That 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.

{8) That any non-consenting working interest owner that
- does not pay his sharc of estimated well cosgts should have
. withheld from production his share of the reasonable well costs
"plus an additional 200 percent thercof as a reasonable ‘charge
© for the risgk involved in the drilling of the well.

“afforded the opportunity to object to the actual well costs but
that actual well costs should be adopted as the reasonable well
costs in the absence of such objection.

8 (10) That following determination of reasonable well costs,
any non-consenting working interest owner that has paid-nis

i share of estimated costs should pay to the operator any amount

that reasonable well costs exceed estimated well costs and

_should receive from the operator any - -amount that paid estimated

"well costs exceed rpasonablc well costs,

(11) That $2392.00 per month should be fixed as a reason-
rable charge for supervision (combined fixed rates) while drilling
rand that $318.00 per month should be fiked as a reascnable charge
for supervisio: while producing; that this charge should be ad-
justed annually based upon the percentage increase or decrease
in the average weekly earnings of crude petrolecum and gas produc-
tion workerss that the operator should be authorized to withhold
. from production the proportionate share of such supervision
charge attributable to eaci non-consenting working interest, and
in addition thereto, the operator should be authorized to with-
hold from production the proportionate share of actual expendi-
tures required for operating the subject well, not in excess of
;fwhat are reasonable, attributable to each non-consentinq working
| interest,

' " (12) rhat all proceeds from production from the subject
L well which are not disbursed for any reason should be placed

'in escrow to be paid to'the true owner thereof upon demand and
/! proof of ownership.

)
f

(13) That upon the failure of the operator of said
unit to commence drilling of the well to which said unit

4
wila

pooled
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Case Vo. 6431
Order 1o. R-5994

dedicated on or before August 1, 1979, the order pooling said
unit should become null and void and of no effect whatsoever.

IT IS THEREFORE ORDEREDS

" {1) That all mineral interes*s, whatever they may he,
in the Penngylvanian formation underlying the N/2 of Section
35, Township 23 South, Range 28 East, uMPM, Eddy County, tiew
Mexico, are hereby pooled to form a standard 320-acre gas

spacing and proration unit to he dedicated to a well %o be
drilled at a stardard location theraon.

- PROVIDED UHOWEVER, that the operator of said unit shall
comience tne drilling of said well on or before the lst day
of August, 1973, and shall thereafter continue the drilling

of said well with due diligence to a depth sufficient to test
the Pennsylvanian formation;

- PROVIDED FURTHER, that in the event said operator does not
' cormence the crilling of ;gaid well on or before the lst day of
! August, 1979, Order (1) of this o=zder shall be null and void
;iand of no effect whataoever, unless said operator obtains a

iy time extension from the Division for good cause show

PROVIDED FURTHER, that should sald well not be drilled to
‘completion, or abandonment, within 120 daya after commencement
~ thereof, said operator shall appear before the Division Director
i and chow cause why Order (1) of this order should not be rescinded

{2) That HNG 0il Company 1s hereby designated the operator
. of the subject well and unit.

A (3) That after the effective date of this order and within

i+ 90 days prior to.commencing said well, the operator shall furnish
u the Division and each known working interest owner in the subject
§§un1t an itemized schedule of estimated well costs,

‘ (4) That within 30 days from the date the schedule of
estimated well costs is furnished to him, any non-consenting
‘workinq interest owner shall have the right to pay his share

"of egtimated well costz to tho operator in lieu of paying his
“share of reasonable well costs out of production, and that any
;i such owner who pays his share of estimated well. costs as pro-
&vided above shall remaln liable for operating costs but shall
l

not be liable for risk charges.
i (5) That the operator shall furnish the Division and each
Exnoyn working interest owner an itemized schedule of actual well
;costs within 90 days following completion of the well; that if
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" determine reasonable well costs after public notice ard hearing.

- has paid his share of estimated costs in advance as provided
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Case !'lo, 6431 ¢
Order MNo. 2-5994

no objection to the actual well costs is received by the Division'
and the Division has not objected within 45 days following receipt
of said schedule, the actual well costs shall be the reasonable
well costs; prcvided however, that if there is an objection to
actual well costs within said 45-day perjod the Division will

. (6) That within 60 days following determination of reason-
able well costs, any non-consenting workinyg interest owner that

above shall pay to the operator his pro rata share of the amount
that reasonable well costs cxceed estimated well coste and shall
recejve fro:m the operator his pro rata share of the amocunt that

estimated well costs exceed reasonable well costs.

(7) That the operator is hereby authorized to withhold
the following costs and charges from production:

(A) The pro rata share of reasonable well costs

- attributable to each non-consenting working
interest owner who has not paid his sharec 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 dinvolved in the
drilling of the well, 200 percent of the pro
rata share of reasonable well costs attribu-
table to each non-consenting working interest
owner who has not paid his share of estimated
well costs within 30 days from the date the
schedule of estimated well costs is furnished
to him,

(8) That the operator shall distribute said costs and

charges withheld from production to the parties who advanced
the well costs.

(9) That $2398.00 per month is hereby fixed as a reason-
able charge for supervision (combined fixed rates) while drilling,
and that $318,00 per month is hereby fixed as a reasonable
charge for supervision while producing, provided that this rate
shall be adjusted on the firet day of April of each year follow-
ing the effective date of this order; that the adjustment shall
be computed by multiplying the rate currently in use by the
percontage increase or decrease in the avorage weekly earnings
of Crude Petroleum and Gas Production Workers for the last
calendar year compared to the preceding calendar year as shown
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by "The Index of Average Weekly Farnings of Crude Petroleum and
Gas Production.VWorkers® as published by the United States Depart-
ment of Labor, Bureau of Labor Statistics, and the adjusted
rate shall be the rates currently in use, plus or minus the
computed adjustment; that the operator is hereby authorized to
withhold from production the proportionate share of such super-
vision charge attributable to each non-consenting working
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, attributapble to each non-
consenting working intercst.

(10) That any unsevered mineral interest shall be considered
a geven-eights (7/8) working interest and a one-eighth (1/8)
royalty interest for the purpose of allocating costs and charges

PO, P Ve A U T . 3
wndsrs the torme of this order.

(11) That any well costs or charges which 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 from production attributable to royalty interests.

(12) That all proceeds from production from the subject
well which are not disbursed for any reason shall immediately
be placed in escrow in Eddy County, New Mexico, to be paid to
the true owner thereof upon demand and proof of ownership; that
the operator shall notify the Division of the name and address
of said escrow agent within 30 days from the date of first
deposit with said escrow agent.

(13) That jurisdiction of this cause is retained for the
entry of such further orders as the Division may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year herein-
above designated,

-.-STATE OF NEW MEXICO

! O;L CO?SERVATION DIVISION
\

/
‘JNE D. RAMEY

. / Director
:',/
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