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VIA FACSIMILE AND HAND DELIVERED 

Mr. David R. Catanach 
Hearing Examiner 
Oil Conservation Division 
310 Old Santa Fe Trail 
Santa Fe, New Mexico 87504 

Rand L. Carroll, Esq. 
Division Attorney 
Oil Conservation Division 
310 Old Santa Fe Trail 
Santa Fe, New Mexico 87504 

Application of Maralo, Inc. 
for Compulsory Pooling 
Eddy County, New Mexico 

Gentlemen: 

On behalf of Bass Enterprises Production Company, an adversely 
affected interest owner, please find enclosed our MOTION TO DISMISS 
the referenced case filed by Maralo, Inc. This case is currently set for 
hearing on the Examiner's Docket scheduled for September 29, 1994. 

cc: Via facsimile to: 
William F. Carr, Esq., Attorney for applicant 
Wayne Bailey, Bass Enterprises 

Re: MOTION TO DISMISS 
NMOCD Case 11107 

Very truly yours 

W. Thomas Kellahin 



STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE APPLICATION CASE NO. 11107 
OF MARALO, INC. FOR COMPULSORY 
POOLING, EDDY COUNTY, NEW MEXICO 

? R 

MOTION TO DISMISS 

Comes now BASS ENTERPRISES PRODUCTION COMPANY 
("Bass"), by its attorneys, Kellahin and Kellahin, enters its appearance in 
this case as an interested party in opposition to the applicant and moves the 
Division to dismiss this case for the following reasons: 

(1) On Friday, September 2, 1994, Bass Enterprises 
Production Company received a letter from Maralo Inc. 
("Marazlo") which is referenced a "Farmout Request" and in 
which Maralo requested Bass to farmout its interest in the 
NW/4 of Section 30, T23S, R30E, NMPM, Eddy County, 
New Mexico. See Exhibit "A" attached. 

(2) Maralo did not indicate to Bass that there was any urgency 
to this matter nor did Maralo request a reply to the farmout 
by any specific date. 

(3) Maralo failed to put Bass on notice that Maralo would 
institute compulsory pooling actions against Bass in the 
absence of Bass' immediate acquiesces to Maralo's request. 

(4) Without waiting for a response from Bass, on Tuesday, 
September 6, 1994, counsel for Maralo filed a Compulsory 
Pooling application. See Exhibit "B" attached. 

(5) Maralo provided Bass with less than two (2) full regular 
business days in which to review and respond to Maralo's 
request for a farmout. 



Motion to Dismiss 
NMOCD Case 11107 

(6) Maralo has not yet afforded to Bass a reasonable 
opportunity to form on a voluntary basis a spacing unit for the 
subject well. 

(7) Contrary to the custom and practice before the Division 
and in violation of Section 70-2-17 (c) NMSA (1978), Maralo 
has prematurely instituted compulsory action against Bass 
without first undertaking a good faith and reasonable effort to 
form a spacing unit on a voluntary basis for the drilling of the 
subject well. 

(8) Maralo seeks to use the compulsory pooling statute as a 
negotiation strategy against Bass rather than as a remedy of 
last resort when all efforts for obtaining a voluntary 
agreement have failed. 

(9) Maralo has acted in bad faith in instituting this 
compulsory pooling case. 

(10) Maralo's application is premature and must be dismissed. 

WHEREFORE Bass Enterprises Production Company requests that 
the Division Hearing Examiner grant this motion and dismiss Oil 
Conservation Division Case 111( 

W. Thomas 
Kellahin & Keil 
P. O. Box 22( 
Santa Fe, New Mexico 87504 
(505) 982-4285 

CERTIFICATE OF SERVICE 

I certify that a copy of this pleading was transmitted by facsimile to counsel for 
applicant this 25th day of September, 1994. * 
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Bass E n t e r p r i s e s P r o d u c t i o n Co. 
201 Wain St . , S u i t e 2900 
F o r t Worth, Texas 76102 

A t t n : Wayne B a i l e y 

CERTIFIED MAIL - RETURN 
RECEIPT REQUESTED 

lh Farmout Request 
NW/4 S e c t i o n 30, 
T-23-S, R-30-E, NMPM, 
Gold Rush Pros. (NM-241) 
Eddy County, New Mexico 

Dear Wayne: 

Thi s l e t t e r w i l l s e r ve as Maralo I n c . ' s f o r m a l r e q u e s t f o r a 
farmout o f Bass' r e m a i n i n g l e a s e h o l d i n t e r e s t i n t h e c a p t i o n e d 
acreage. The f o l l o w i n g terms and c o n d i t i o n s a r e r e q u e s t e d f o r a 
far m o u t : 

1. Maralo w i l l d r i l l or cause t o be d r i l l e d a t e s t w e l l t o 
adequ a t e l y t e s t t h e Bone Spri n g s f o r m a t i o n a t a depth of 
a p p r o x i m a t e l y 7,900' on or b e f o r e December 31, 1994 a t a 
l e g a l l o c a t i o n i n t h e NE/4 NW/4 of S e c t i o n 30, T-23-S, 
R-30-E, NMPM, Eddy County, New Mexico. 

2. Upon e s t a b l i s h m e n t of commercial p r o d u c t i o n from s a i d 
w e l l , Maralo proposes t o earn t h e f o l l o w i n g : 

a. One hundred p e r c e n t (100%) of Bass' l e a s e h o l d i n t e r e s t 
i n t h e NW/4 o f s a i d S e c t i o n 30, w i t h Bass d e l i v e r i n g Maralo 
an e i g h t y p e r c e n t (807.) Net Revenue I n t e r e s t Lease. 

b. A f t e r payout of t h e c o s t s of s a i d w e l l , Bass s h a l l 
have a one-time o p t i o n t o c o n v e r t s a i d r e s e r v e d ORRI t o a 
t w e n t y - f i v e p e r c e n t (25%) working i n t e r e s t i n s a i d w e l l and 
i t s p r o r a t i o n u n i t , p r o p o r t i o n a t e l y reduced. 

3. I n t h e event t h e d r i l l i n g o f s a i d w e l l r e s u l t s i n a dry 
h o l e , and no acreage i s earned, Maralo w i l l have t h e o p t i o n 
t o d r i l l a s i m i l a r t e s t on t h e c a p t i o n e d f a r m o u t acreage, 
w i t h i n one hundred e i g h t y (180) days o f t h e p l u g g i n g o f t h e 
i n i t i a l w e l l . I f t h e d r i l l i n g o f s a i d second w e l l r e s u l t s i n 
th e e s t a b l i s h m e n t o f commercial p r o d u c t i o n , Maralo s h a l l earn 
t h e same i n t e r e s t o u t l i n e d above. 

Inc. / P.O. Box 832 



Bass E n t e r p r i s e s P r o d u c t i o n Co. 
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4. A l l r i g h t s earned by Maralo s h a l l be l i m i t e d i n depth 
from t h e s u r f a c e down t o one hundred f e e t (100') below t h e 
deepest p e r f o r a t i o n i n s a i d w e l l made by Maralo. 

5. I n o r d e r f o r Maralo t o m a i n t a i n i t s earned acreage 
o u t s i d e o f t h e p r o r a t i o n u n i t e s t a b l i s h e d f o r t h e i n i t i a l 
t e s t w e l l , Maralo must commence a c o n t i n u o u s development 
program which would a l l o w no more tha n one hundred e i g h t y 
(1S0) days t o elapse between t h e c o m p l e t i o n or p l u g g i n g o i 
the p r e v i o u s w e l l and the commencement o f a c t u a l d r i l l i n g 
o p e r a t i o n s on t h e next succeeding w e l l . 

6. There s h a l l be no o b l i g a t i o n upon Maralo t o commence 
o p e r a t i o n s on s a i d w e l l pursuant t o t h e terms of t h e f o r m a l 
agreement, and the o n l y p e n a l t y f o r f a i l u r e t o commence s a i d 
o p e r a t i o n s w i l l be the f o r f e i t u r e o f a l l r i g h t s t h a t might be 
earned by s a i d o p e r a t i o n s . 

We have a l s o enclosed h e r e i n f o r Bass' review and p o s s i b l e 
e x e c u t i o n two c o p i e s of Maralo's AFE t o d r i l l t h e G R "30" S t a t e 
#1 w e l l . I f Bass d e s i r e s t o p a r t i c i p a t e i n t h i s w e l l i n s t e a d of 
f a r m i n g out i t s i n t e r e s t as d e t a i l e d h e r e i n , please execute s a i d 
AFE a t your e a r l i e s t convenience. 

Please a d v i s e as soon as p o s s i b l e i f t h e f o r e g o i n g terms meet 
w i t h your a p p r o v a l and begin p r e p a r a t i o n of a f o r m a l agreement. 
Should you have any q u e s t i o n s c o n c e r n i n g t h i s r e quest, please f e e l 
f r e e t o c o n t a c t t h e undersigned. 

Yours v e r y t r u l y , 

D i s t r i c t Landman 

MW/pjd:NM-241(9) 

xc: Joe P u l i d o 
John Thoma 
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CERTIFIED MAIL 
RETURN RECEIPT REQUESTED 

Bass Enterprises Production Company 
201 Main Street 
Fort Worth, TX 76102 
Attn: Wayne Bailey 
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Re: Application of Maralo, Inc., for Compulsory Pooling, Eddy County, New Mexico 

Dear Mr. Bailey: 

This letter is to advise you that Maralo, Inc., has filed the enclosed application with the New 
Mexico Oil Conservation Division seeking the force pooling of certain mineral interests in all 
formations to the base of the Bone Spring formation, in and under the NE/4 NW/4 of Section 30, 
Township 23 South, Range 30 East, N.M.P.M., Eddy County, New Mexico. Maralo, Inc., 
proposes to dedicate the referenced pooled units to its GR 30 State Well No. 1 located at a 
standard oil well location 330 feet from the North line and 1980 feet from the West line in the 
NE/4 NW/4 of said Section 30. 

This application has been set for hearing before a Division Examiner on September 29, 1994. 
You are not required to attend this hearing, but as an owner of an interest that may be subject 
to pooling, you may appear and present testimony. Failure to appear at that time and become 
a party of record will preclude you from challenging the matter at a later date. 

Parties appearing in cases have been requested by the Division (Memorandum 2-90) to file a 
Prehearing Statement substantially in the form prescribed by the Division. Prehearing statements 
should be filed by 4:00 o'clock p.m. on the Friday before a scheduled hearing. 


