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: 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 14795
ORDER NO. R-13535

VAPPLICATION OF COG OPERATING, LLC: FOR A NON-STANDARD ‘OIL
SPACING AND PRORATION UNIT AND COMPULSORY POOLING, EDDY
COUNTY, NEW MEXICO.

ORDER OF THE DIVISION
BY THE DIVISION:

This case came on for hearing at 8:15 a.m. on, March 15, 2012, and on March 29,
2012 at Santa Fe, New Mextco before Exammer Davxd K. Brooks.

"NOW, on this 11" day of April, 2012, the D1v1510n Director, havmg considered
the testimony, the record and the recommendattons of the Exammer

FINDS THAT:

(1) . Due public nottce has been glven and the DlVlSlon has jurlSdlCIloﬂ of this
case and of the subject matter.

2) CoG Operatmg, LLC (“Apphcant”) seeks approval of a non-standard
160-acre oil spacing and. proratlon unit and project area (“the Unit") in the Penasco Draw-
"San Andres-Yeso Associated ‘Pool, consmtmg of the E/2 of the E/2 of Section 31,
Township 18 South, Range 26 East, NMPM, in Eddy County, New Mexico. Applicant
further seeks an.order poolmg all uncommltted mterests in the Unit.

(3)  The Unit is to be dedicated to Apphcant s Falabella 31 Fee Well No. 4H
(“the proposed well"), a honzontal ‘well to be drilled from a non-standard surface location
150 feet from the South line’ and 1040 feet from the East liné (Unit P) of Section 31. The
well will penetrate the Yéso, formatton and continue’ honzontally to a standard terminus,
or bottomhole location, 330 feet from the North line and: 1040 feet from the East line
(Unit_A) of Section 31. The completed interval w1ll ‘be entirely within all applicable
setbacks from the outer boundanes of the E/2 E/2 of Section 31.
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(4)  Spacing.in the Penasco. Draw- San Andres-Yeso . Associated Pool is
governed by the Special Rules. for that’ pool as; most: recently amended by Order No. R-

5353-H, effective October 1, 1981, whlch provnde for standard 40-acre oil units, each

comprising a governmental quarter—quarter section, with oil wells to be located at least.

330 feet from unit outer boundanes The Unit consists of four adjacent quarter-quarter . . -

sections.

(5)  Applicant appeared at, the heanng through counsel and presented geologic
evrdence by affidavit to the effect that:’

" (a) this area is surtable for development by | honzontal drilling;

() all quarter—quarter sectlons to be 1ncluded in the Unit are expected to
be productive of oil in’ the Yeso, so that formation of the Unit as -
requested will not lmparr correlatlve rights.

(6)  No other party appeared at the hearmg “Cimarex Energy Co. of Colorado
and OXY Y-l Company filed entries of appearance. but:did not appear at the hearing.
Counsel for Applicant répresented to the DlVlSlOl‘l that all issues with these parties had
been settled, and neither of these parties now opposes this Applrcatlon
The Division concludes that' '

) Two or more separately owned tracts are embraced within the Unit, and/or

' there. -are royalty interests and/or undivided interests.in oil and gas minerals in one or.
. more tracts included in the Unit that are separately owned

®) Applicant is an owner of an oil and gas’ workrng interest within the Unit.

" Applicant has the right to; dnlI ‘and proposes to drill. the” proposed well to a common

source of supply within the Umt at the proposed location.

(9) There are. mterest ‘owners in the Unit that have not agreed to pool their
interests. There are no unlocated ‘owners in the Unit, "and there is rio evidence of a title

" dispute. Hence theréis no need to escrow funds.

(10) To avoid the dnlhng of unnecessary wells, protect, correlatlve nghts

this application should be approved by pooling all uncommrtted mterests whatever they

may be, in the oil and gas wrthm the Unit.

(11) COG Operating, LLC should be desrgnated the operator of the proposed
well and of the Unit. ~ -

(12) Any pooled workmg interest owner- who does not pay its share of

. 'estJmated well costs should have withheld from productron its share of reasonable well
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at $5,500 per month’ while.drillin,
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costs plus an additional 200% thereof asa reasonable charge for the risk involved in
drrlhng the well

" (13) Reasonable charges for: st_lpervrsron (combmed ﬁxed rates) should be fixed
d $550 ‘per month while producing, provided that

titled “Accountmg Procedure-Jomt Operanons ?

ITIS THEREFORE ORDERED THAT'

(l) A non-standard l60—acre orl spacmg and. proration unit (the Unit) is

" hereby-established in the-Penasco Draw San ‘Andres-Yeso Associated Pool (Pool- Code

50270), consisting of .the E/2 E/2 of Sectron 31 Townshlp 18 South, Range 26 East,
NMPM, in Eddy County, New Mexrco

(2)  Pursuant to the applrcatron of COG’ Operaung, LLC, all uncommitted
interests, whatever they may be, in the oil and gas in'the Umt, are hereby pooled.

(3)  The Unit shall be dedicated to Apphcant s ‘Falabella 31 Well No. 4H (“the
proposed well"), a horizontal ‘well:to be drilled from ‘a non-standard surface location 150
feet from the South line ‘and' 1040 feet from the East lrne (Unrt P) of Section 31.” The well
will penetrate the Yeso: formatron and continue: horrzontally to"a standard ‘terminus, or
bottomhole location, 330, feet from the North lrne and: 1040 feet from the East line (Unit
A) of Section 31. The completed interval will be wrthm all applrcable setbacks from the .
outer boundaries of the E/2'E/2 of Section 31.

(4) The operator | of the Unit shalt commence dr|ll|ng ‘the proposed well on or
before April 15, 2013, and shall thereafter continue drrlhng the well wrth due diligence to.
test the Yeso formatron

(5) In the event the operator does not commence drlllmg the proposed well on

or before April 15, 2013, Ordermg Paragraphs (1) -and (2) shall' be of no effect, unless the

operator obtains a time exténsion from the Drvrsron Dlrector for good cause demonstrated
by satisfactory evidence.

(6) Should the proposed well not be drrlled and. completed within 120 days .
after commencement:- thereof then Ordering Paragraphs ( 1) and (2) shall be of no further
effect, and the unit and prOjCCl area created by this’ order shall terminate, unless operator
appears before the Division. Drrector and obtains an extensron ‘of the time for ‘completion
of the proposed well for: good cause shown by satrsfactory evidence. If the proposed well

_is not completed in all of the  quarter-quarter sections mcluded in the proposed unit within

120 days after commencement of drilling, then the operator shall applyto the Division
for an amendment to this: Order to contract the Umt S0 that it mcludes only those quarter-
quarter sections in whrch the well is completed ) :
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)] Upon final plugglng and abandonment of the proposed well and any other
well drilled on the Unit pursuant to D1V1sron Rule-19.15. 13.9 NMAC, the pooled unit
created by this Order shall terminate, unless: lhlS order has been amended to authorize
further operations, :

® COG Operatmg, LLC (OGRID 229137) is hereby designated the operator
of the well and of the Umt

&) After poohng, uncomrmtted workmg rnterest owners are referred to- as
pooled working interest’ owners. (“Pooled workmg mterest owners” are owners of
working interests in the Unit, 1ncludmg unleased mmeral ‘interests, who are. not parties to
an operating agreement governing: the Unit.) - After the effectrve date of this order, the
operator shall furnish the Division and edch known pooled working interest owner in the

‘Unit an itemized schedule of estlmated costs of dnllmg, completing and equipping the

proposed well ("well costs"). -

(10) Wrthm 30 days from the date theaschedule 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 paymg its share of reasonable well costs out
of prodiiction as hereinafter provided, and any such owner who pays its share of
estimated. well costs as provided above shall remain’ hable for operating costs but shall

" not be: Liable for risk charges. Pooled workmg mterest owners who elect not to-pay their

share of estimated well costs as provided in thls paragraph shall thereafter be referred to

" as non-consentmg working interest owners."

( ll) The operator shall furnish the D1v1sron and each known pooled working
interest owner (incliding, non-consenting workmg mterest owners) an itemized schedule
of actual well costs within’ 90 days following completron ofsthe proposed well. If no
objection to the actual well costs is received by the. Drvrsron and the Division has not
objected, within 45 days; followmg receipt of the' schedule the. actual well costs shall be
deemed to be the reasonable well costs. If there is an; objectlon to actual well costs within
the 45-day period, the Division will determine reasonable well costs after public notice
and hearing.

(12)  Within 60- days following determination.of reasonable well costs, any
pooled working mterest owner -who has paid its share. of estlmated 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.

(13) The- operator is hereby authorrzed to wrthhold the following costs and
charges from production: :

(a) the . propomonate share of reasonable well costs
attrlbutable to each non-consemmg workmg interest

owner ‘and’
h}
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(b)' as a charge for the nsk mvolved in drilling the well,
200% of the above costs ! :
(14) The operator shall distribute _the costs ‘and charges withheld from
production, propomonately, to the partles who advanced the well costs.

. (15) . Reasonable charges for supervxs (combmed fixed rates) are hereby
fixed at $5, 500.per month while drilling and- $550 er month ‘while producing, provided
that these rates shall be adjusted annually pu ection TL1.A:3. of the COPAS
o The operator is authonzed to
w1thhold from production the proportionate share of both the supervision- charges ‘and the
‘ actual’ expendltures required for operating the' well not in‘excess of what are reasonable,
attributable to pooled workmg interest owners, :

(16) Any unleased mmeral interest- shall be consxdered a seven-elghths (7/8)r ‘
working interest and a one-eighth-(1/8) royalty 1nterest for: the'purpose of allocating:costs
and charges under.this order. Any well costs,or: charges that are to be paid out of .
productron shall be wrthheld only from the workr g’-mterests -share of productlon ‘and no

- . costs or charges shall be w1thheld from productlon attnbutable to royalty interests.

"(17)  Should-all. the pames to this compulsory poohng order reach voluntary
agreement subsequent to entry “of thlS order, this order shall thereafter be of no further
_effect. _

- (18) The operator of .the well and Unit shall notlfy the Division in wrmng of
the subsequent voluntary. agreement of all pames subject to the compulsory pooling
provisions of this order. : : '

(19) Jurisdiction. of thlS case is retained for the entry of such further orders as
the Division may deem necessary : :

" DONE at Santa Fe, New Mexicol on the day* and year hereinabove designated.

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

JAMI BAILEY
Director
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- CALLED . BY THE OIL ONSERVATION
DIVISION . FOR THE‘ PURPOSE “OF
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CASE NO. 14795 Re-Opened
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APPLICATION OF COG OPERATING LLC TO AMEND ORDER NO. R: 13535
TO. .COMPULSORY POOL. ADDITIONAL 'MINERAL INTERESTS' IN: THE
“APPROVED 'SPACING AND* PRORATION UNIT; "AND ' TO CHANGE THE
WELL DEDICATED TO THE UNIT EDDY COUNTY NEW MEXICO

ORDER OF THE DIV]SION

BY THETDMSIO :

This case came on for hearing at 8: 15 a. m. on February 6, 2014, at Santa Fe, New
Mexico, before Examiner Phllllp R. Goetze. ‘

NOW, on this 28" day of February, 2014 the Division . Director, having
considered the testimony, the record and the recommendatlom of the Examiner,

_ FINDS THAT:

(1)  Due notice has been given, and the Dlvmon has Junsdlcnon of the subJect
matter of this case.

() Pursuant to previous hearings, the Dwnsmn, on Apnl i1, 2012 issued
Order No. R-13535,; grantmg the application of, COG Operatmg. LLC (the “Applicant”)
for approval of a non-standard spacing and proratlon unit:and compulsory pooling. The
Order established a non- qtandard 160-acre oil spacing’ ‘and proranon unit ‘and project area
(the “Unit") cons:stmg of the E/2 of the E/2 of Section 31, Townshlp 18 South, Range 26
East, NMPM,, in Eddy County, New Mexico.

standard surface locimori 1750 feet from the South and‘."1040 feet from the. Eaet line
.(Unit P) of Section 31 :‘The well would penetraté: the : Yeso formation -and . continue
horizontally to a st.mdard termmus, or bottomhole locauon. 330 feet from the North line
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and 1040 feet from the East line. (Umt A). of‘ Section 31. The Director approved an
extension to April 15, 2014, to commence dnlhng of the Falabella 31 Fee Wéll No. 4H.

(4)  Subsequently, Apphcant sought to amend Order No R-13535 " to
compulsory pool additional owners;wnh an'interest in the lands pooled pursuant to an
instrument of record in Eddy: County; New Mexlco These interest owners were not
identified in the original title record Teview, and were subsequently omitted from previous
notices provided to owners m 'this ca €;: requrred by Division Rule 19.15.4.12A.(1)
NMAC. - These additional interest ‘owners' are’: ‘identified in the last two pages of
Applicant’s Exhibit No. 5 16 parties in total)

(5)  Applicant also, requested the proposed we]l for the Unit to be the Falabella
31 Fee Well No. 8H: (API" ‘No. 3001539515, the “new: proposed well”) a horizontal well
to be drilled from a non—standard surface Iocatlon 150" feet from the South lme and 380
feet from the East line. (Umt P) of Section 31. The well w1ll penetrate the Yeso formatron
and continue honzontally to a:standard terminus; or bottomhole location, 330 feet from
the North line and 380 feet from the East line (Umt A) of Sectron 31.

(6) At the heanng, Applicant appeared and‘ presented evrdence that it had
given notice of the ongmal application and" the ‘- pened ‘hearing to the recently
identified interest owners or. their heirs, successors S _rgns by certified mail and ‘by
publication pursuant to 19.15.4:12.B NMAC. No. 2 pearance was" entered for- these
mineral owners, - nor. any:. personal representauve, ‘Heir -or* successor, and-; .00 person
claiming to own or represent a‘claimant to an mterest denved from these mineral owners
has otherwise communicated wrth the Division.

(7)  Applicant appeared at hearing through counsel -and presented testimony to
the effect that: T ' : '

(a) the Falabe]la 31 Fee Well No. 4H has not been drilled;

(b) the proposed new well is closer to: the East line of the Unit, but the
completed interval will be wrthm all apphcable setbacks and has the
same orientation and target zone as the ‘Falabella 31 ‘Fee Well No. 4H;
and

(c) the notification requirements for the locatron of the new proposed well
have' been; satisfied with the prior ; “notification completed for the
Falabella 31% Fee Well No. 4H and ‘with” the proof of notification
submitted i in the hiearing.

¢)) Applicant. also requested a change of overhead rates provided in Ordering
Paragraph (15) from $5; 500 a month while drnllmg and $550 a'month while producing to
$5,450 a month while’ drrllmg and $545 a month whil¢. producing. This change reflects
the rates provided in nonﬁcahon to the recently n:lenuﬁed interest owners.
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_The Division therefore concludes

(9)  Order No. R l3535 should be amended to compulsory pool the interests of
recently identified owners and their heirs, devrsees, personal representatives, successors
and assigns, whoever they may be.

(10) The desngnanon of the Applicant’s new proposed well for the Unit will
protect correlative riglhits,* prevent waste and afford. to the owner of each interest in the
Unit the opportunity to:recover or receive wuhout unneoessary expense its- just and fair
share of hydrocarbons.

ITIS THEREFbﬁE '6RDERED THAT:

(1) Pursuant to’ the Apphc‘mon of COG 0peratmg. LLC (OGRID 229137),
Order No. R-13535, issiied - in this case on Ap_ 1711,°2012, is hereby amended to
compulsory pool the: recently 1dermﬁed owners and hcrr heirs, devns‘ees personal
representatives, successors and assigns, as well as alI other owners of interests in the Umt
established thereby, from the date said Order was onglnally issued.

) Ordering’ Paragraph (3) of Order No R-13535 is amended to read in its
entirety, as follows:

3) The; Unlt shall be dedicated to;Applicant’s Falabella 31 Fee

Well No. 8H (API -30-015-39515; ‘r'oposcd well"), a horizontal

well to be dnlled from ‘a_non- -standard: -surface: ]ocatlon 150 feet from the

3

South line and J feet from the East line (Unit P)‘ of Section 31. The well
will penetrate the Yeso formation and contin

K

‘horizontally to a standard
terminus, or bottomhole location, 330 feet fro e North line and 380 feet
from the East’ hne (Umt A) of Section 31." mpleted interval will be
within all apphcab]e setbacks from the outer boundanee of the E/2 E/2 of
Section 31.

(3)  Ordering Paragraph (15) of Order No. R-13535 is amended to read in its
entlrety, as follows:

(15) Redsonable charges for supervrsrop (combined ﬁxed rates)
for the well are hereby. fixed at $5,450 per. month while drilfing and $545
per month’ whrle producmg, provided " that, these‘ rales shall be adjusted
annually pursSuantto. Section [L.1.A.3. 'of the COPAS form’ titled -
“Accounting. Proi 're—Jomt ‘Operations.” The ‘operator is authorlzed to
withhold from production the propomonate'-share of both the superwsnon
charges and the’ actual;expendntures required: f for operatmg the well.:not in

* excess of what are ‘reasonable, attrlbutable to- pooled working interest
owners. :

) "All other provisions of Order No. R-13535 remain in full force and effect.
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) Jurisdiction of this case is retamed for the entry of such further orders as
the Division may deem necessary.

. DONE at Santa Fe, New Mexico, on the day and year hereinabove designated.

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

JAM1 BAILEY ;

Director



