OIL CONSERVATION COMMISSION

P. ©O. BOX 2088
SANTA FE. NEW MEXICO 87501

July 11, 1977

Re: CASE NO. 5939
Mr. Tom Kellahin ORDER NO. R-5451

Kellahin & Fox
Attorneys at Law
Post Office Box 1769 Applicant:
Santa Fe, New Mexico

- C & K Petroleum, Inc.

; j Dear Sir:

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

Please furnish che Coumission with a copy of the nntice

malled tc non-consenting working intereat owners in ac-

cordance with QOrder (3) and (4) of Commission Order No.
R-5451.

: Yours very truly,

JOE D. RAMEY
Director

JDR/£d

Copy of order also sent to:

Hobbs OCC X
Artegia OCC X
Aztec OCC

Other




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NZW MEXICO

IN THE MATTER OF THE HIARING
CALLED BY THE OIL CONSERVATION
TOMMISSION OI' NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE NO. 5939
Order No, R=5451

_APPLICATION OF C & K PETROLEUM,
INC., FOR COMPULSORY POOLING AND

AN UNORTHODOX LOCATION, EDDY COUNTY,
'NEW MEXICO,

ORDER OF THE COMMISSION

‘BY THE COMMISSIONG

This cause came on for hearing at 9 a.m, on May 25, 1977,
at Santa Fe, New llexico, before Examiner Richard L. Stamets,

v NOW, on this day of July, 1977, the Commission, a
quorun being prescnt, having conaldered the testimony, the
record, and the reccmmendations of ““e Examiner, and being
‘fully advised in the premiges,

I'INDS ¢

(1) That due public notice having been given ag required
by law, the Commission has jurisdiction of thig cause and the
3uhject matter thercof,

. (2) Thet ths applicant, C & K Patroleum, Inc., seeks an
order ponling ail mineral interests in the Pennsylvanian
formation underlying the W/2 of Section 7, Township 22 Scuth,
Range 27 Fast, NMPY, South Carlsbad Field, Eddy County, Now
Mexico.

(3) That the applicant has the right to drill and nropcses
tc drill its Carlstad *7% Well wWo. 1 at an unc-thodox iocation
760 feet from the South line and 690 feect from th. west line
nf said Section 7,

(4) That there are interest owners in the pror<sed proration
unit wh3 have not agreed tc pool their intaroests,

{(5)° That tc avoid the drilling of unnecessary wells, to
protect correlative _’ghts, and ts afford to the owner of each
interest in said unit the epportunity to recover or receive
without unnecessary expense his just and falr share of the qasg

}
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Case Hc, 5939
Order No, R=5451

in said pool, the subject appliceation shmnuld be approved by
pooling all mineral interests, whatever they may be, within

said unit, and by authorizing the aforesald unorthodox gas well
locazion,

(6) That the apolicont should be designated the operator
of the subjeact well and unit,

(7) That any non=-consenting working interest owner should
" be afforded the opportunity tc pay his share of estimated well

costs to the operator in lieu of paying his share of reasonable
well costs cut of production.

(8) That any non-consenting working interest owner that
does not pay his share of estimated well costs should have
withheld from production his share of the reasonable well costs
plus an additional 200 pcrecent thereof as a reasonable charge
for the risk involved in the drilling of the well,

(9) That any non-consenting interest owner should be
afforded the opportunity to cbject to the actual well costs but
that actual well costs should be adopted as the reasonable well
costs in the absence of such objection,

(10) That following determination of reasonable well ccsts,
any non-consenting working interest owner that has pald his
" share of eastimated costs should pay to the oporator any amount
_that reasonable well costs excead estimated well costs and
should receive from the operator any amount that paid estimated
well costs exceed reaeonable well costs,

{11) That $1750,00 per month while drilling and $200.00 per
month while producing should he fixed as reasonable charges for
supervision (combined fixed rates)y that the operator should
be authorized to withhold from production the proportionate
. s8harc of such supervision chargas attributable to each non-~

consenting working interest, and in additicn thereto, the
operator should be authorized to withhold from productl»nn tho

proportionate share of actual expenditures r-~cu.ired for operating

tha subject well, not in excess of what arc icasonabla,
attributable to cach non~consanting wecrking interest,

(12) That all proceeds from production from the subject
., Wwell which are not disbursed fcr any raason should be placed

“in escrow to be paid to the %rue owner theraof upon demand and
proof of ownership,
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(13) That upon the fallure of the operator of sald pooled |
unit to commence drilling of the well to which said unit is
- dedicated on or before September 1, 1977, the order pooling
3aid unit should become null and void and of no effect
‘;whatsoevar.

IT IS TREREFORE ORDERED#$

l
|
. (1) That all mineral interests, whatever they may be, i
“in the Pennsylvanian formation underlying the W/2 of Section 7, }
Township 22 South, Range 27 East, NMPM, South Carlsbad Field, |
© Eddy County, New Mexico, are hereby pooled to form a standard '
~320~acre gas spacing and proration unit to be dedicated to the

. C & K Petroleurm, Inc., Carlsbad "7" Well No. 1 to be drilled

“at an unorthodex lccation 7460 feet Lrom tha South line and 690

i feet from the Yest line of sald Section 7.

PROVIDED HOWEVER, that the operator of said unit shall
commence the drilling of said well on or bafore the lat day of
Septembar, 1977, and shall thereafter continuc the drilling
of gsaid well with due diligence to a depth sufficient to test
. the Pennsylvanian formationy

PROVIDED FURTIIER, that in the event sald cperator does not
‘commence the drilling of zaid well on or bhafore the lst day of
" Snptember, 1977, Order (1) of this order shall be null and
.void and of no effect whatgsoever; unless sald operator obtains
"a time extension from the Commission for good cause shown,

PROVIDED FURTHER, that should raid well not be drilled to

" completion; or abandonment, within 120 days after commencement
thereof, said operator shall appear before the Commission and

. 8how cause why Order (1) of this order should not be rescinded.

{(2) That C & K Petrcleum, Inc., is hereby designated the
operator of the subject well and unit,

: (3) That after the effective date of this order anc within
.30 days prior to commencing sald well, the operatcr s-all furnish
s the Comaission and each known working interest own.. in the subject
‘unit an itemized schecdule of estimated well costs.

i
|

: (4) That withip 30 days from the date 6hae schedulc of i
festimated well coats is furnished to him, any non~consenting i
iwerking interest owner shall have the right to pay his sharxe
'of estimated well costs to the cperator i{n lieu of paying his

“ahave of reascnable well costs out of preduction, and that any
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such cwner who pays his share of estimatnd well costs as pro-
vided above shall remain liable for operating costs but shall
nct be liable for risk charged.

{5) That the operatcr shall furnish the Commission and each
known working interest ownar an itemized schedule of actual wall
costs within 90 days following completion of tho welly that if
no objection to the actual well costg is received by the Come
mission and the Commission has not objected within 45 days
following receipt of salid schedule, the actual well costs shall
be the reascnable well costs; prcvided however, that if there

"is an objection to actual well costs within sald 45-day period
the Commission will determine reasonable well costs after public
notice and nearing.

{6) That within 60 days following determination of reason-
able well costs, any non-consenting working interest owner that
has paid his share of estimated costs in advance as provided
above shall pay to the operatcr his pro rata share of the amount
that reasonable well costs excead estimated well costs and shall
receive from the operator his pro rata share of the amount that
estimated well costs exceed reasonable well coste,

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

(A) The pro rata share of reasonable well costs
attributable to each non-consenting working
interest owner who has ot paid his gshare 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 of reasonable wall costs
attributable to sach non~conscnting working
interest owner who has not paid hid shere
of estimated well costs witlir 30 days
from the date the schedule o. estimated well
costs is furnished to him,

(8) That the operator shall distribute sald costs and
‘charges withheld from production to the parties who advanced
the well costs.

(9) That $1750,00 per month while drilling and $200.00 per
month while producing are hereby fixed as reasonable charges
for supervislon (combined fixed rates)y that the operator
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is hereby authorized t= withhold from production the proportionate
share of such supervision charges attributable to ecach 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,
attributable to each non~consenting working interest,

(10) That any unsevered mineral interest shall be
considered a seven-elighths (7/8) working interest and a one-
- elghth (1/8) royalty interest for the purpose of allocating
costs and charges under the terms 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 attgibutable to royalty interests.

{(12) That all proceeds from production from the subject
- well which are not disbursed for any reason shall be placed in
‘escrow in Eddy Ccunty, New Mexico, to be pald to the true owner
thereof upon demand and proof of ownership; that the operator
shall notify the Commission of the name and address of sald

escrow agent within 90 days from the date of this order,

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

‘ DONE at Santa Fe, Wew Maxico; on the day and year herein-
ahove designated.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

. LUCERZZZiij;:;ZF
ARNOLD, Memper
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