
H I N K L E , C O X , E A T O N , C O F F I E L D & H E N S L E Y , 

P A o L W E A T O N 

C O N R A D E C O F F I E L D 

H A R O L D _ H E N S L E Y J R 

S T U A R T D S H A N O R 

E R I C O i _ A N P H E R E 

C D M A R T I N 

R O B E R " r P T I N N I N . J R 

MARSHALL G MARTIN 
MASTON C COURTNEY* 
DON L PATTERSON* 

DOUGLAS L LUNSFORD 
NICHOLAS J. NOEDING T CALDER EZZELL. JR 
W I L L I A M B. B U R F O R D * 

RICHARD E OLSON 
R I C H A R D R W I L F O N G * 

T H O M A 5 J M C B R I D E 

NANCV S CUSACK 
J t F F R E v L F O R N A C I A R I 

J E F F R E Y O H E W E T T 

JAMES BRUCE 

JERRY F SHACKELFORD* 

J E F F R E Y W H E L L B E R G * 

W I L U A M F. C O U N T I S S " 

M I C H A E L J C A N O N 

A L B E R T L P I T T S 

T H O M A S M M N A S K O 

J O H N C C H A M B E R S * 

G A R Y D C O M P T O N * 

W H B R I A N . J R " 

R U S S E L L J B A I L E Y * 

C H A R L E S R. W A T S O N . J R * 

S T E V E N D A R N O L D 

T H O M A S D . H A I N E S J R 

G R E G O R Y J M B E R T 

F R E D W S C H W E N D I M A N N 

J A M E S M H U D S O N 

J E F F R E Y S B A I R C * 

L . L u P . 

A T T O R N E Y S A T L A W 

2 I S M O N T E Z U M A P O S T O F F I C E B O X 2 0 6 8 

S A N T A F E , N E W M E X I C O 8 7 5 0 4 - 2 0 6 8 

( 5 0 5 ) 9 8 2 - 4 5 5 4 F A X ( 5 0 5 ) 9 8 3 - 8 6 2 3 

L E W I S C C O X . J R H 9 2 4 - I 9 9 3 ) 

" L A R E N C E E. H I N K L E ( I 9 0 H 9 B 5 1 

"J M C A L H O U N * J O E W W O O D 

R I C H A R D L C A Z Z E L L * R A Y W R I C H A R D S ' 

A U S T I N A F F I L I A T I O N 

H O F F M A N 4 S T E P H E N S . P C . 

K E N N E T H R. H O F F M A N * 

T O M D S T E P H E N S " 

R O N A L D C S C H U L T Z J R * 

J O S E C A N O * 

Janua ry 2 1 , 19 97 

• H O M A S E H O O D * 

E : Z A N I C H O L S J O H N S O N 

A S _EY K K O T O V S K Y . J R 

E L _ E N S . C A S E Y 

K i A R t " C A R T E R L U D E W ' G 

S B A R R Y P A I S N E R 

w Y A T T L B R O O K S ' 

'.AVID M . R U S S E L L " 

A M D R E 1 W J . C L O U T 1 E R 

S I E P H A N I E L A N D R Y 

* RT E. M O E L L I N G * 

D I A N E F I S H E R 

. . J L . i l P N E E R K E N 

W _ ^ I A M P S L A T T E R Y 

H P S T O P H E R M M O O D Y 

I D P H I L I P S 

E A F L R N O R R ' S 

i J M E a A G I L L E S P I E 

f v R G A R E T R M C N E T T 

C E N S E D I N 

GARY W LARSON 
LISA SMP-H* 

NORMAN D EWART 

DARREN T GPGCE" 
MOI_LY MCINTOSH 

M A R C I A B L i N C O L \ 

S C O T T A S H L A R T ' 

P A U L G N A S C N 

A M Y C W R I G H T -

B R A D L E Y G B I S H O P " 

K A R O L Y N K I N G N E L S O V 

E L L E N T L O U D E R B O U G H 

J A M E S H W O O D " 

N A N C Y L S T R A T T C N 

T I M O T H Y R. B R O W N 

J A M E S C M A R T I N 

Hand D e l i v e r e d 

M i c h a e l E. Stogner 
New Mexico O i l C o n s e r v a t i o n D i v i s i o n 
2040 South Pacheco S t r e e t 
Santa Fe, New Mexico 87505 

Re-: OCD Case No. 11698; A p p l i c a t i o n o f M a l l o n O i l Company f o r 
compulsory p o o l i n g (SEMNE1/ §28-26S-29E) 

Dear Mr. "Stogner: 

As you r e q u e s t e d a t t h e h e a r i n g , e n c l o s e d are che f o l l o w i n g : 

1. A copy o f the sur v e y o f S e c t i o n 28 i s a t t a c h e d as 
E x h i b i t A. The w e l l u n i t i s h i g h l i g h t e d i n y e l l o w , 
and t h e acreage o f Red B l u f f Water Power C o n t r o l 
D i s t r i c t ( MRed B l u f f " ) i s c r o s s - h a t c h e d . 

2. Red B l u f f i s an agency o f t h e S t a t e o f Texas. 
However, i t s i n t e r e s t i n t h e w e l l u n i t a r i s e s from 
U n i t e d Sates O i l and Gas Lease NM 71599 ( a t t a c h e d 
as E x h i b i t B) . Thus, M a l l o n seeks t o f o r c e p o o l 
Red B l u f f 1s w o r k i n g i n t e r e s t i n t h e w e l l u n i t . 

3. M a l l o n a l s o had t o f o r c e p o o l Red B l u f f i n Case No. 
9458, i n v o l v i n g U n i t L of S e c t i o n 27. Copies o f 
Order Nos. R-8773 and R-8773-A are a t t a c h e d as 
E x h i b i t s C and D. Another M a l l o n p o o l i n g case i n 
t h i s area i n v o l v e d U n i t B o f S e c t i o n 28 (Order Nos., 
R-9124 and R-9124-A). 

Please c a l l me i f you have any q u e s t i o n s . 

Very t r u l y y o u r s , 

FTSNKLE, COX, EATON, COFFIELD 
3 <HKN < K, v , L . L . P . 

MA 
James Bruce 

P O S T O F F I C E B O X IO P O S T O F F I C E B C X 3 5 S O P O S T O F F I C E B O X 9 2 ^ 8 P D S T O F F I C E B O X 2 0 4 3 4 0 1 W. ! 5 T M S T R E E T . S U I T E S O O 

R O S W E L L . N E W M E X I C O 8 8 2 0 2 M I D L A N D , T E X A S 7 9 7 0 2 A M A R I L L O . T E X A S 7 9 J D 5 A L B U Q U E R Q U E . N E W M E X i C C 8 ' I O . J A U S T I N . T E X A S 7 8 7 0 1 

<505! 622-55(0 (9151 683-4691 (806) 372-5569 ^ (505) 768-1500 1512) 476-7137 

FAX ( 5 0 5 ) 6 2 3 - 9 3 3 2 FAX (915) 6 8 3 - 6 5 1 8 F A X i S O B ! 3 7 2 - 9 7 6 1 FAX 1 5 0 5 ) 7 6 8 - ^ 2 9 FAX (512) 4 7 6 - 5 4 3 1 
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SECTION 28, TOWN: ,IP 26 SOUTH, RANGE I EAST, N.M.P.M., 
EDOY| COUNTY, NEW MEXICO 

SUBDIVISION 

M NE} 
5W* NE} 
5EJ NF,U_ 

Ht\ m • 
SEl NW} 
SW} NU} 
NE} SUi 
NW} set 
NE} 5E} 
SEl SEl 

RED BLUFF 
• ACREA8E , 

i i . n l Ac. 
34.497 Ac. 
5.656 Ac. 

33.J72.Ac. 
34.171 'Ac. 
2.773 Ac. 
13.42) Ac. 
23.735 Ac.'l 
36.991 Ac.;. 
24.117 Ac. 

HAILON 
ACREAGE 

.29.040 Ac. 
5.692 Ac. 
34.454 Ac. 
6.891 Ac. 
6.154 Ac. 
37.362 Ac. 
26.701 Ac. 
16.249 AC. 
2.916 Ac. 
15.572 Ac. 

torn • vaa araawal I n • t r o t la l . t l l . i . i t . 
f ~ » * l | H I M I , t . « | . I t h i t , R.K.r . rS. . o f f l a t t i n g 

j i .me no. • M M M I R l l tMCR i n n RD . l l t t t R O l i m n 

I » o i ' i i ' t i - « I I I . r r I I R 4 1 ' 1 1 ' W » 1 M . J 1 1 

I « i i ' » r w » 311. •» ' i i » I t ' l l ' ! ! * * 111.10' 
i i • i i -n ' i r • 141.01 ' i i • i r j o ' o i " i J i t - I f 

i i • 

• II*II'JP • 
t s . I I 1 14 • I t ' l l ' O f I i r a . 1 4 1 . 

i > J R l l ' J J ' J I " « 111 .11 ' J l • *!*I»'M" • 110.10' 

« R » l ' 0 1 * I t " • I f f . I f i t • i i ' i i ' i r i t o . I I ' 
I l R i i ' i i ' i r « M l . I I ' i r R 40*41 ' 11" t l 141.40* 

1 • a o v t r t r « l i t . I I ' i i tt l l ' l l ' J v " « 141.11 ' 

51 » R 4 1 ' o t ' u " V 1 1 . 1 1 ' i t » ifovor « 1 1 4 . J t ' 
i e i w j r » r w 1 1 1 . I I 1 40 * i f i i ' i r i i n . t r 
I I R trovir i I I J . l t 1 41 R l t ' 0 1 ' 4 1 * 0 4 1 1 . 1 1 ' 
l l • i i - i t * j r « 141.11 ' 11 * oo'ii'or II 171 . I t * 
1) • i r n ' i r a l i t . I I ' 41 R t i ' t i ' t r » l l l . M ' 
14 i w i 4 ' 4 r » 114.11 ' 44 • o t ' i i ' o o - I 1111.11 ' 
19 • u * i r i r » 114 .11 ' 41 I J l ' 3 1 ' 1 0 " 1 l l l . t 4 ' 

•• 
R o r j r i i " » 111 .11 ' 4 t 1 H ' l t ' O t - • 113 .11 ' 

1 " R i i n ' i r i 111.31 ' 47 1 I f l l ' M " 1 117.11 ' 
• I I R 0 4 ' 4 1 ' i r » l l l . l t ' 41 1 I 4 ' I I ' 1 0 - 0 1 0 7 . I I ' 

1 " R i r o v i t - v 117 .11 ' 4» i i i - j i * i f i 111 .11 ' 

" R 14 '11 'O t " V i n . i t " ID 1 W l t ' O I " i 111.14' 

! i t R 1 1 - J I ' l t " » M l . I I 1 11 • t j - o r i t " i J I 4 . l t * 
i i H n - 4 4 * j r v S3.11 ' 11 • i t ' i i ' i r i 170 .11 ' 

• • > ' J 4 ' N " * I t . I I ' 11 1 M'IJ'11" • 111.47' 

» 11 H ' l t ' S I " R l l . l t * 14 • 4 i - i i " i r i i t t . l t ' 
I I • 4 J ' J t * J 4 - * 4 1 1 . t l - 13 • j i ' t r o r i 147.41* 

I I R 1 I ' I 4 ' 4 » " « l i o . I I ' 11 i t r o t ' i r t 133.37' 
IT R lO'JO* J f « 114.11* I I 1 U ' 1 4 ' t r R 170.71* 
11 R i r u ' t r » 111.10' » • n i i ' i r i I t t . M * 
N R U ' M ' I O * » I I 1 . J I * l l • i i - j i ' i r • 111.17* 
10 N J 0 * I 1 ' J 4 " » 111.01 ' 10 • i i ' i i ' i r « t t v . J i ' 

I I • j i - t r i r t l l l . l t 1 

I I • OI 'M 'OO" » 3 l l t . l t 1 

11 i t i M i ' o t r » W j . j o * 

I t . M a l l M N l . m l . h a a ' W D M H a l t »•«•» 7 m t OaMra l 
il lava" M l loo taatiaa | l i t . lha biatrial an a 0.1. oaa.r.l 

w i t . , w i p r a p a t a i » • RJ.R. Rata* mm* mmrm aaotaaat hy I l ia 
U . I . l a r a a v a l l a v * R.«»|aaaa« ao 7. j i l t I , H j 7 . Ova l a 
aa a r t a t a r a r r a r a l a (>-» 001*0? o t t h o IfOaO J o M r l a t l M 
a l Ida . . . . . « r . tt ia I r a c l v i l l i U l l a a v I M M l v l a a v , l » ~ " " " 
141.00 I W . 1 t m r , ar IH« . 1 . 1 l a t a l a O "OahU l t , < l l , i l F " ' 
a t t a c h . ! . 

Tha « • • » ! . , akava aa H i l l M O * U aa • I f i a a 
l i a a M c a l l r a a r t r a , vha l vaa l a t a t a M l a l o , 
11.14 a a l . a . w k m h.14 l a v aaalaaa ILaa 
•mu l l «n« aaat a a c l l a v l l a a a aaJ WJaalaO 
7.rc« a a laavra tha t -111 a v M a l s tha I M . 
r a l l a 4 f a r l a tha ( t . U aataa. O O . U a . l a , 
. . r t l l r tha t tha a rav l ag l a a a r r a a t . 

f y l akh V. v / a i , R.rt. a . | , I } , , , . n a . 171 
L ' Taaaa a . O . I . I I I I 

' jft'-'-'.-yw 

atiai-. i 

y to "* • 
• &7f> •at 

CP I I ENERGY 

,\r}luff Water and Power Control Dis t r ic t 
" vision Acreage In Section 28, Township 

2fr:$Suth, Range 29 East, N.M.P.M., Eddy 
.NjWWrty, New Mexico. 

JOHN W. WEST ENGINEERING COMPANY 
CONSULTING1 ENOWEENS H0BB9. NEW MEXICO 
Seslt< 1" - logo 
Polo' H/17/8B ICR,'?*^. 51 

Drown By H. M l t y h e l l 
Shotr 1 of 1 Sham 



wi»/i«» ^yidbai MALLDN REC PASE & 

11 ItiM 

7f/7 
I „,„ Mini H I N I T K H STATt* 
, \ „ , „ „ l u l l I1KPAKTMKMT OK TH»: I\TKHII1IC 

• t M K A l ' o r LAND M A M U K M t . v r 

s»rt«i.v.. NM NM 71599 

O r m TO LEASE AND LEASE FOR OIL AND GAS 3 : t ° 9 (943C-2d) 
I he umu > . . jnM Ur >rrttJ y l fcn w k i M * l l w u y I to 
\ , dux« l 1 ^ d s l M U . S r M U ) ^ i t » A a i o o l l n w o j i l l l Of>olo» of Apri l 1 . Mol H O W * U y . O » . »!)• Sanatory « r v « i » C O M M O O » » * q o o ' w ^ l w o ' owaw«i»> Faottolowl taw; 
h,.kl.r.r> a u n u M in Ste »«»2xA I« l l h« M i a m i U M n | A « t . 

< 111 Sun-. Z ip P i i o t 

Red Bluff Water ?ower Control District ^ (Jf ̂ ^ T P i ^ 

c/o J e n n l n . . . Laaaa and Carson ^ i ^ i X 

Roawali? UK 88202-1180 # 0 ^ ^ ^ ^ 
• I , , - n i k ' U» fOiect Uftfy One I K) PUBLIC DOMAIN tANOS A C O U I A D LANDS (pcrve%U,S. i«en->. . 

SuiU.t- ii>i«Ji»iiJii| •fctw> if irtl-tr UMR RUM: Uwl-PrnjoS;. -

licsTiCHiun nl land rctpiNftJ: 

I PL. Mcridiin Si.vx C\*.m> 

\T^*I I 

inpl ic j fur 

DO NOT WHIT!! OKUW THIS L M , 
I^idil i'n udcJ in I f * i f 

1 26 K . , «. 29 E . , Mtncn NMP "*>*• New Mexico r,»m, Eddy 

Parcel 2 - 38.50 acres n<S&lipt,f*~ 
Parcel 3 - 220.50 . o r a l ^ i » l f * - / < % ^ f / t f * fl ' 

(see description by couraea and distances attached) ( S t ? ^ \ 

"TERM: For a per iod not to axeeed twenty (20) years; i f * * ! 
Subject to any u n i t agraenient here tofore or he rea f te r 
approved by tha Secretary o f the I n t e r i o r the provis ions _ ? 6 5 < f 0 
of said agreeaant to govern the lands subject thereto where 
ineonsistenclea w i t h the terns o f t h i s lease occur. TOW «cr« ^ Z5^Q0 

Rental rcuiiMd I . 259.00 

11 .w-MMi.tn̂ t v.uhihc ufao-vc EXfvr.or tt« pitvimHly uî oMottfW t.pplK»lion or«iMf*j>c,,t.'«f. btd.itin kft»»iuii<dg>wliAT.^ oil «wi 
/ ^ A >r * iMf .ilc>.pi<>rah0n.«nc| fight (« 
Kinl.l j iu ! ntjinimn mrvci-uiry improramcnU iLwrvupaa to t l t f M m iMci l tod Ijelaw. lubjtct lo r tnrwt l LM-cxIcnuoin in .wear dam* with the ap|m>pria(c katunf MtlhwHy Righti (ranted t i t 
.,!>!>vi i.i upplnablf tawi. the Icrmi. eOariitioru. Mv) mVmUmi tftpykal'iOM of ih'ii tease, the Sccrrtiry ol the tBlcnor> re|ulatiofi. and tofmai oprlcri in cflcei nt of k m iuuancc. anc 10 

< i t M k i . i t t n r m t i l ard«r» hc[ct.ft«r pmt*aLf^lo>>j stitm not t|WMiotf«ni with k « c njhi i»rt*r««l nf ^pc•:iftc prmuiancof iKw Icuic. 

11 p.im>ry wim ot kite; THE bNlTF-D STATES OF AMEVUCA ^ 

Si'nulmvftWii rumtnrnplDU.e iuK (Mo) yc*n. Byj • f Jg*t.'L?f.-*f!s*1[f \ « / t ^*\ r +J 

Rf^ulii •Mi'iruriipiiiiiivc rsjai fi*»i jNMri) ^ 

X h l e f . H ine ra l Leastng-l lnt t 1 3=29rfiB 

^he, Rlght-of-W-av Leaea (20 rmmra) HFFETTIVE UArn OF UKASK^-..Mxl2^.l^AS&H t .— •• .. • - . ._. , , 1/ 
-'r<-'mrih MHVl 1 1, 1130-^ 7 11HV4 • «o^ *»• 
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-l . . , U n x i n i i n d t u i i f i n * u !IJ affcrar k »tMaanaf * e Uaatt M a : w uiotUi i iu i <il .uch, c«in»>: • nuuwa^liiy; or • corporuion ortnaued under tha u . i gl U» Unuod Sua* ot 
ul Sau ur TCTTIUIIJ a m o k 13) all aanka kaMaa) m ll—il ail M * a a rm a n in complinncr »uh « CFR 1100 tUDm lau ia l auOsfkaa: (Jl o l fcwr ' i cfcuftabk i a a m l . dimcl and mdtnw. 
in mhcr punk: diwian of asawbad Bank i o aat aajaai laeVOM ar*M ia ail aad |a t oprkM.nl Ma.OUeciei in option, md kaaai la Ac IBIM Sane, ar JOD.000 acrat in lewca tne 200.000 atle* 
,K .iriioiw m rater lcaM«a nialHci In Afcake; aai (4) uPJettr k aol oontaterari • min.;. under the I w i of inc jciaic ai whk-n ire lank ( t w a i ay Oat offer t r r locMed. 
l l i l l liRlrr.ii.oJ * | r m ina t iaaMia to Oat aflor laMaaaW atr ial tarr of laii IceK. « . U » i r all ifrtni tnodilioai. and Uipalmuu or which oflerar ant been (ivaa apace, aad aay •menon.mi 

ui »|>.r>u I N K M incy include aay kaal OaacrkaO 01 Oat aH0r earn <° n " * * ; » ax w r * ihu offcr w u Ida) tmi omined fix any l e a n from Ida Wue The i r f lam torhu t ame Oal t in. 
n l in (ennui he w i l M w n . enter In >tale ar aa*. nataaj Ok '•aadtaatl k inroWeo h , the BLM M»lr Ofdo.. he(nie vhU I u . an amndme* a> tint knee, ov • •catriia knee, t o w n 
il., .1 . m . i i M in lar vaNiawel . k » Kara akjaal aa keaejr e l Ote Unnal S u m 

I h - . JTri » « Ot r.Jeetad and • * afOaniaOJaror 00 aneMt? k i n aat areaerty twaek lwl and mcutod In eccnrdaact wkk the u l l i lau jMi , a r U t t U a o t t l i i n i | i i l i i k j »V ranafcml 
iM«.<ni<. l l l.-U.C. Sat. i o n avj lut • • enkaa lar aay aetata fcan lnajj and) oOlrully tu make m a n r Daparanam ar nancy o l Oat Vakad Malar » 7 take. IktWnaa ar (ImaOakiil 

. . . .cm.«„f^micm,.t.an —narrrkta.o,kHiMrkaa. R e d B T _ u f f y j a t e r Power C o n t r o l D i s t r i c t 

Duly a/i(.'uicii Ihii 

W. L . F u l l e r , P r e a i d a W - 1 

LEASE f>,BMS 

Srv 1 HtntfK-Htnyfcll «MH p**d W p I B f q f l k * 1* UpMOT % •dvMoO^ of tach U t o yg.r 
Anrtutl icnUl W l per t e n M fncllfSt dMNOf « K 

J StmiiliancnuB nMCuoipMlllvff tawa. Si .Oft far i t * fe« 3 yMtt. *araali«r. U 00 
«t>t Kt|Ui*f MinKHIlp>tlt.V« lawt, SI.00: 

1<I< <Jtfwr. » c UUtclWiaBt. 

11 alt .ir pan • noocdpt^lrtvo] ImifcnX t l M i n r t a W I i bf t a a i a kno t * potoftival 
Mrut-iure oi i tavnrtMa |*0*>ilfBl piOMaM, H M i l M M I alaiU bacmc $3-00. 
tv|inius« withdw W%«c ytJM fMltnriiif VKiointjf « a ^ HvwtMl, a laaat tmt would 
.iihrr^iM ha >ub)i»ia ftlMat!ttMte 

U 'J,,* ie»w vi k pertiQn tbawf tt oMtiwitehal«« M IMMMl i tawpnlWa or aait plan which 
nulu>it> » wdl vtpabtc of praduclnf laaa«4 i v w r n M * aai a*t f t e paacaiai « prwrnion fw 
.Jiua.4a«m of (<«.altict(on. n*yalriaa JJMU ha piM «« MM paaojtaotfaii aHanirt m ihw Iratr. 
K-iwcver. annuaJ icauls tiwii LtiMI—i ar aa 4uf • itw ra» afanUW 1* (a), (a). M . ur fJ> 
inr Lh.M lindt nut wfihin a yrt ioyaf ia^ a i m 

i t L1I,IL- nt pay avwual rcaa). if dM>. oa or M t a v i n aMtmaarjr A M of \hk tcaaa (or nett 
n l r i o j v...ki«i«lay if off lw U doa*<) aaatl aaaBwaa>aaly tafaaawialiai Uaaa ay upafadoa or 
to« -,i.,), . n a r he valval, reducioi M ^ a a M l*y t m tmrimaf itfom I wffckeftr »J»o«vin| 

v.. : km ^uei- Ro^alijH alurj be paid to p i y g oAoa df tataor (bryaliiei ahauU be cora-
puicJ m * I < I I ( U ( K C waa rc ia ja i iw om ,irBtjuro»aa *aaao««i «r M l i . Wof^vj mta aw 

••>> SimviJuncoui ncuxfwvpctittv* I Mas, 12 U K , 
iai Rrjutir otarKOMipditlM kaaa, I 2 W * ; 
i o Ldimprtilivr 1*»K. MC rbrcranaH: 0* 
l.h tliTuci. »CC l ( U £ h m c r t 

U^Lir r r^rvc. ihr r i |hi u tpacify whatfaw fTiytfc)' ta tp l a p v l is v|hK ar tn kind, and iht 
ntfhi ( t. L>Lah|i4i icuoniblt ritaiHnuni valkJM aa BfMaMi aaW k a m notxa anil an 
vr^rrturmy b* he hca/d W><a put ul vabt*. rotaittat WaMaand pajrabaiiM UK laai Jay 
..(ihr irKiiuJi Uiowint the ftwrtW) * wnidi pTtakMoWtrnMauvwal WlMjaid ai Uat, piwiuHwi 
JuJ r» Jtlivrrnj, ualeu otharwu* ifraad t» 19 VwaW. t* awoaaaiBbai tumiiHtm on lha 
V>i[tnud, fttio; ytotfucad wiraov cou is kaMor Laaaa* aaaal aw aa ri^iiwrt w boM tuch pro-
iib<.inm tn Mufagc btyoad inc Iw <l*7 of tSa omaa ohCavt^ vjoalfc ta wkkh antdu^iua 
•nxut'cd. IMV UaJi kuaa LKIKU batata fiar IOM w itioMaaaWi^njraily oU (Kodkr irfocftKu 
in .i.-ii^ frnm c*u»» bcyoad UM raBaOMWa cMMi ntJmm. 

Minimum ro.tJiy &» due for aay M M * ynff alUraVaivv-wy la wauka r#ya*ry rMymcau 
-H l t r f | l t e l e " H-OOptt «"c U««aa i M I pay avail -yTaaaaii^ M and 0/ M « K yaar Ibu 
..iijijiiytn tuyiity miy be waived, utpandwl, or laalaaaal. aai aataaawa rajraky fMa may be 
< <MUI«LI for Ait .ir pofrtenf of ttita l a w i f lha twiaaajy a^aaaalaai aat tarii acaaa la m o m r y 
1.1 TKMu.ojrr t v i w i a a i wtinaaa rac«*«ry • ! ria. iwaaat raagMan, or a oCharviM juiiUTfed. 

An ,r»tf i f i i charfc thai) ba Aucaaad on lat* royalty atpaaaai oa aaaaipayaaaa la aocoraaav« 
w.ih ihc rMrnJ Otl w d C u topa)!? U m » n a l A d ^ t m i t « X » M A > (W Stal. 2447). 
i r e ittali iiibtc rur foyalty payaaMtt «a a l aai p a aat aVaaaatf (ram a aaae tile ««hai% 
>y.h IIIAX^I nail* n d u r t o r r * f J i t i m t * B * p a A 
v nh any / I IV . ic][ulafK¥i, onkr, or ruaoan taaaai aaaar POOaalA ar da laaabv; awllwiiy. 

1 ikifYtii t CMCC «hall r*W and mo^nUM awy baaa. laat t lM aaair naalatioaa. 

in.- 4 n-iijc/xc ran of davaJopmau. wanaMtoa. aad laaaaja Ldiaii thai I iun.iw 
rrixfubia dilijirnce tn d«*c!oak»t aad amdatiaj. Md aaaaM aanaoMHry ataufo m. 
I IM. of. ,,1 * . w 04 irwad r r m r c u . Lcawr «aa*t>aa r t f } | n «Haa> M a i of dcnloprt>ctil ind 
pMojut uiYi in 11V puMttr intanw md v> jaawira hatta » aoaaaaaaai aaaau-anvt or unit plan, 
"••ifim ttWUv* «f nvXta.̂ . if daaawd naccaaary far praaa <awdjawaaB aai aaartiwit of 
i i rU. [KVI (.nhriC(«a u m itaicd iamb Uaaaa thattdHB aai aiwaaa watu t*c«uary ID 
pr NCV. tj.c-ij limK fidm draiiutc ar pay cuffipaiwaaMT *0)*ay &* *ra«ia#r in ainmnil 
I r i f f l 'uncJ h, kbkUl 

v< -V Hik uiiorttb. twdenca, aa4 wapanwt. 1 aaaa> aadl H i * a k ampet affWe t*f Uitor, 
L»ifi uun lUday* after aRectivaaHc Ikaajof, aay caaMl la f |v ld«aUt^a«W arraajcmcM 

ii<r Miftit Ûkroowd t>r pr^acuMt. Ai McfcttaM aai a.aaa>lWw*ai hatarMy pft^rtx. W»m 
lumuh liciwied irMnwraa t^lJij4yaB^4aa1os«M^ ar»a1 anana iaa.u ad and «oM. 

onxrcui livftiium. and avwa M4*d for araaacaaa raaaM ar aaaaalaWy aat Uam Rao; 
rtaui^d TO ptovidp pba and iraiimdr Hafmm laaaav aa'ajiipajm orork and un 

ini-rmrnit. and itpora »uh ntpaw to pwaw bi t^atwa, paaajaaawa, i a i a^awtatiaa cniii. 
u. ih< iiirm pitKnaKl by taaaar, \mm baap a aaa> drtaaj iairid. > Wf. U46nraLoa 
un «<n survey 1 ind mta, aad a raoofa" erf ataaacaaa bnajMljaaaa aai l^ralali t cajiw at tnaaar 
t.-nrrqumt L o w ahau ^*MVoaat« a* faiNaaMtfenifcriMpataapfew ary ariluhxad 
.•lf«r nr I r ^ . dw trmd p n . ^ 
• A ] aJI r«x>ki. actnunu. maaa. «Ad racafdi laaatfai a j aaaajaaaa. a j ra fy j . or lavwtifadoai 
• nti'nr in ih* LcaMi) l«ada I aaaaa ataJ inaialala cwpaa a i <• aaaaacat. latM Hiaaanaawa, K -
..>vgiinK .«..r<)i. Mai dmmcattban Mail aa aaSaji , bu i r i n i . M i M I r AoCaaaaaattan dial 

M îfitMu cutu ci*jn»ad aa Tnanuficoinai, ̂ apanalfpa, aad/or (rianaportttkntvaa. Ail aitctl rvord i 
t lui l be otunuuMd in rt«iEc'» a a w a t a i | ofAoa) for fcaua «MdU by teaaar, 1 mac iha l taata-
tain requii«d rpcorda fot v j c a n after day ara fMtoraarf or. tf aa auUt or iavaaiipiipir m tudar-
way, until irtcaaod ot the t^ isa i fM cs aa^alaai aack racordi by laaaoi, 

During C«.HKQCC at I A » kaaa. btfenMaon obcaned uad*r ibw tactkn ahall ba <&m?i to 
iruncjctKia by (he public k KC«daac< «i(h i a foedom of Miairwtioa Ac, (5 U S C 552). 
Sec, fe Ct^tkVjrfof ofemwitt—I aaw >a*ll c«aidurtopanOc<a » • nawwt ia l waj»Tma^»arM 
impacta ta IV land, air, tad i i K t , to outant. bialeajocal. vtaaal, aod oa*cr raaaurco. and \c 
owcr land uu t m uaara. Lcaaea akatt lafca iwaaaaaV i — ' W i daaaaat Wccaaary by kaax Ifl 
owcortipjiak die mtcnt of t)Ua aedion. T« aa ouatM c o n i a a i wdji laaaa rifhta f iaaad, aaca 
inaaaMrca nary ttuHudc. bat t n nut laalfcaj te. moJncatlwi at iiktaj or daann of taolibaa, tUi»aa| 
nf oprrutooa, aod apvciTwiM of urtartoi aad faal larUaatiioa aaaaatca. £aaaaor TCJCTVM da 
•-ifIn to cmunxx cjiiadna uaaa and M audawiaj Adun uaaa mfom or a, Ac kaaai laada, if lnrt iap 
ihc approvaj uf u u i r o m , or nito-Cri-wayi. l a t h uaaa tball be ronriinoaad ao M) lo pnvant 
urnewxiMU, « uMtaaflcabk inlarfimaca wah tiadaa of Uaaec. 

•"fMf to dunubini tha avrftcc of Ua kaaad l ap* , kaaaa ahall awatart OC««OT to ba ap|*aad 
of p<wdiirct to be fdtowad and naaliflcadaoa or lartemaboa OMotarea aan nan« be nranaiy. 
Area* to be ttiitrabtd (My ivqoln ifevaatariM or MaclaL atudrsa to daiaawuaa ta* tjuvM of im-
pacti lo odker iwMucea. Lcaaat nwy ba taotkal to a a a f k a naaor w»cnionaa ot ataott a m 
tpttiat uudk i under gitiddaaa prttvldad by laMQr. I f In da inadaai i^opnMoaai. lanaaaal 
<M- cadartaarad apaciaa. objoca of UMOrk or atjloaifk. aaMlW. or athaaabal uaarafciaalBd an-
T-iroamcrtai orffecti ara obaervW. la—a* trail laaaalaady contact wtuor L C M — IJVLI w u t aay 
toparaiMria thai wouM trauli la the daanycOua of ajeft apocka or objona 

SB;, 7. Miiui i i oparavliorav—To tne aatt« cba lajpacu from tmami opcrtttoM <n*»M be 
tarMtanlially differcri or (nanar (ban thoaa awaaaad tntb mrmi l dnllai( lapetapoai traor 
rcKr>r« ihr rigM tn daey tpprcrvaJ of inch nprntaaa. 

Scv. I . ERtraniun of haiium—Lcwu i p t r w i oba opbon ol r^rradini w ha«ia| ti iaacai. 
ncliuni from fas production in • maaaaf ipecifad aiat by maaaft provide*! by Icaaor ai no 
eapcoac or I « M to kaacc or owner of Dai | a i . Lcaaaa th«|l include tn any ctaifnact 01 talc gf 

the proriiioM of tha acctioa. 

Sac. 9. Damagef 10 property—tame taalJ pay ksaor for damea* to I m o i ' i irnarovananta. 
and thai) HVC tnd hoid laaaoc rartnam froa a) Uaiau for <Wug« or ha ran to pmona or prop-
erty u a ftu.li of Inuc oparaaoaa. 

See. 10. protection <tf dhrna iatcmtt and aquaJ of^OaluMTy-- L̂ O-MCC ahudl: pay wba* due all 
UAcf Icaally aanaaad and !a*iad under laiwa of tat Suae or oV Unuad Suact, aenxd all 
«malwyaaa) compkar /raadotn of pMCrWaa; pay aB aaja* at kaat rak r cacb moaOi m lawntl 
moacy of tha Uaitad Scataa: alauaaui a jafc antUag nvuvamaat ia aooordancc with standard 
imlutry prKlicta: and aka aaaajne aoctaMry 10 protect die haabh and aafety of da pu^ic 

Lttutt m e n u the riglM to eaaurc dtet prpdactawn a aok) al rcaaonabor prke* and to pf**** 
iiKMiOpoly- i f leaaec oparajg ardp^fae, or owaawdroWna interaat la • ptpalin* or acoenpany 
opcriUfij a pipeline, wUcb nay ba opandad inaiUl la ID oil A rind Iron, thcae leMcd iMai. 
tnacc ihall roraply with aanlon 31 of a » Maaeral L4aamf A n of I93Q 

L t u w ihf i l vottply MHJ, Baonm«c Order No. 1124B of ScpatTrbcf 24. 196$. aa MCr>4ad. 
4nd ft^ulauoiu and rekvaot ordari or Ihc Sacraary of Labo*; luuod pwnvMM oVtcto. Neahcr 
leasee /vi/ leuar's iubGOMiwton a M l mainttio aafrafaad facttilan. 
Stt t l . Tnwafci of leejc iowit»a and wMaa.adiwi.al of tan-Aa rcauarafl by lagulwicaa, 
letaee thall file with aaaor any kaaiatanaat or oaar aaaelar of an uaux«{ tn thia Icaaa I naacc 
may rel»M|uiiit dMi kaaa or any laial wtbdirwioei by fUlag ia vTk: propar u fT« a wratca raltA 
4utahfnMi. vhich vhall be t f fcctnt t * of Ua data of Half , aibyKt to ihc *;ontimiad oMiiaaori 
ul the kktcc tad aurcfy to pay mil arrived rerUaii and royaltiM. 

Sec. i l - Delivery nrptanusct^At turn waU or yjortvanaolih«ikfta*uc rcvarneij K>kMO«. 
lesKe dul l place affeclad %alt« in conditioa lor auapamtooi or ovbandoaraant. raclan obe iand 
as apecified by Inaor and, wuJ*in a raaaanaWc parted ur tiane. leraove eo^Hipracni and 
Lniproremcnu i*r>t dormtsj neccaaary by kaaor for preaar%atic« of pmouciok welli. 

Sec < i - Piwrtniknit vn Ca>« of deiiuli—ir Icaaec f ivl i M> cRroply wuh «ny provitnna u f IJMI 
lew.andttwnDiKOtApiiaitcaeoH 30d«y*alltr wracaa qgtka tbereof. thti kaw khali 
be mtiject in i««xell«ron U n a * thail «Un ha aubgoet to ^ i o t b l e p r o l e * * * and panacea 
of FOQAMA (96 Sui 2447). Hmowrr, t f tftia laaae aKtadaa ta«d knowa 10 ctaaain nluaHe 
•lepoaia of taucd rnuuiees, u rmy be canctUad only by jvtdKial procaadiaji. Tbu prwiaton 
ahelt M < bt coaiimod 10 prevent th* t Micuc by leuor of any othair k f t l aad ct^wbdrie tnaady 
induomi w v w »f the drtatdt. Any afeth ranady w watvor thall HKM prrvfai latei caikHJation 
for i t * tame default iiccurri&| at any other lime 

Sex. U Hciri and .uccct t^- ia i r ra rail--Each obtajariort of thia leaac ihall faand W aad be 
bindtni upun. «nd rv«ry barwfii Icrcof itaatl taun 10 ftc hatri. ciwetuori, adiriv*>tra4Dri. u*. 
iTvan. benrnciarai, or m i f i na i of the njepacttvr paniat hcraio. 
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NM NM 71599 
3109 (943C-2d) 

ATTACHMENT 

The royalty rata Co ba applied to this lease ia at the rate of 14. OX 



nucLurs Ktu PAGE 

Th« following deecriptlon <*aa prepared by M. R. Eates, surveyor for the 
Red Bluff Water rover Control District, and certified aa to being.true and 
correct aa to beue»ie*lea, coraars and llnea of tha Red Bluff Water Power 
Control Diatrlct Reservoir in the State of New Mexico on May 20, 1936, and 
further approved by tne Buraau of Land Management on August 4, 1937. 

FIELD NOTES 

Red Bluff Reaervoir 

Parcel I I 

Sac. 27 j Tap. 26 South, Range 29 East, Eddy Couuty, New Mexico. 

Beginning at a point In tha South line of aec. 27, tap. 26 South, 
Range 29 Eaet, Udy County, New Mexico, which point is East along 
•aid South Una at MC, 27, a distance of 1228.1' froa the Southwest 
corner of aaid Sec. 27; 
Thence North 26 24V S«St 70.9' to a point; 
Thence North 66* 94' Heat 186.2* to a point; 
Thence North 6* 46' Hoot 279.0* to a point; 
Thenca North 31* 17' Hast 223.9' to a point; 
Thence North 49* 30' Wast 330.0' to a point; 
Thenca North 23* 36' West 263.1' to a point; 
Thence North 2»" 13' West 251.4* to a point; 
Thence North 72* 43* Bast 249.2* to a point; 
Thence North 60* 17* Waet 422.0' to a point; 
Thcnct) North 37* 49fc' Wast 239.4' to a point; 
Thence North 2* 33t' Hast 304.6' to a point; 
Thence North 19* 16%' Eaet 126.6* to a point; 
Thenca North 2* 43»' Kaat 73.3' to a point; 
Thence South 34* 13V Heat 189.1' to a point; 
Thenca North 78* 21V Vast 176.1' to a point; 

Thence North 43* 47%' Vest 47*.' to a point in the West line of said 
sec. 27; 
Thence South along that West line of sec. 27 a distance of 2149.8' to 
the Southwest covoor of said sec. 27; 
Thenca East along the aoutb line of sec, 27 a distance of 1228.1' to 
tha point of beginning. 
The above described tract containing 38.5 acres, more or leaa. 



KAtih Ufa 

The following description waa prepared by M. R. Estea, surveyor for the 
Red Bluff Water rower Control Diatrict, and certified aa to bain*.true and 
correct aa to boundaries, corner• and linea of the Red Bluff Water Power 
Control Diatrict Reservoir in the State of New Mexico on May 20, 1936, and 
further approved by tho Bureau of Land Manageaent on Auguat 4, 1937. 

FIELD NOTES 

Red Bluff Reaervolr 

Parcel I I I 

Sec. 28, Tap. 26 South, Range 29 Eaet, Eddy County, New Mexico. 

Beginning at a point in tha) South line of aec. 28, tap. 26 South, 
Range 29 East, Eddy County, New Mexico, which point ln west along 
•aid South line a dietanca of 643.3* froo the aoutheaat corner of 
sec. 28i 
Thence North 7* 47** Vast 318.9' to a point; 
Thence North 3l" 50V West 323.0' to a point; 
Thence North 19* 23V Mot 142.1' to a point; 
Thence South 76* 3 lV t*st 93.5' to a point; 
Thence North 11* 33V Hast 322.7' to a point; 
Thence North 41* 00%' Wast 290.3' to a point; 
Thence North 72* 34V kaat 205.8' to a point; 
Thence North 9* 43' Vtaet 366.4' to a point; 
Thence North 43* Ot' West 83.3' to a point; 
Thence South 67* 01' Wont 236.7' to a point; 
Thence North 21* 04' last 195.7' to a point; 
Thence South 82* 19' West 148.3' to a point; 
Thenca South 62* 14' Vast 225.5' to a point; 
Thence South 38* 44' Vast 114.7' to a point; 
Thenca South 23* 23' Wast 294.5' to a point; 
Thence North 6* 39' Host 192.9' to a point; 
Thence North 13* 04' East 128.4* to a point; 
Thence North 6* 42' WoSt 142.0' to ft point; 
Thence North 52" 08' Waat 187.7 * to a point; 
Thence North 34* 20' Weat 213.3' to a point; 
Thenca North 51* 37' West 103.0* to a point; 
Thenca North 72* 43' Waat 85.3' to a point; 
Thence South 65* 56' N u t 86.6* to a point; 
Thence North 69* 38' Wast 91.3' to a point; 
Thence South 44* 00' Vast 433.7' to a point; 
Thence North 58* 13' Vast 270.1' to a point; 
Thence North 70* 35' ttsst 254.6* to • point; 
Thence North 19* 23' Vest 186.4' to a point; 
Thence North 35* 08' Vast 432.8' to a point; 
Thence North 50* 24' Vast 392.2' to a point; 
Thence North 41* 16' Weat 369.7' to a point; 
Thence North 26* 42' Vast 191.4* to a point; 
Thence North 86* 28' East 319.2' to a point; 
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Parcel I I I (continued) 

Sec. 28, Tap. 26 South, Range 29 Eaat, Eddy County, New Mexico 

Thence North 76* 44; Itaat 478.5* to a point; 
Thence north 45* tt^'ttct 250.7' to a point; 
Thence North 15* W Eaat 60.8' to a point; 
Thence North 48* 41' Seat 265 to a point; 
Thence North 24* Ur> TBfeat 143.0' to a point; 
Thence North 15* O&ii' Umb 134.4' to a point; 
Thence North 29* 27V* Sue 172.0' to a point; 
Thence North 20* OS1 jtftet 499.4' to a point; 
Thence North 0* 56* 'frwt 274.0' to a point; 
Thence North l " 44* W*»t 272.5' to a point in the North line of 
sec. 28; 
Thence Eaat along the,.eal<i North line a distance of 1036.8' to a 
point in said tforthi-line; 
Thence South 35* 37£*. E*st 279.7* to a point; 
Thence South 14* B»«t 226.2' to a point; 
Thence South 19* 12''E«vst 217.5' to a point; 
Thence South 24* 43,! £.*»t 307.5' to a point; 
Thence South 28* 56Jt-;JSs»t• 155.7' to a point; 
Thence South 20" 2&t East 289.2' to a point; 
Thence South 43* 08' "Eaat 314.5' to a point; 
Thence South 39* 22\-;Es*t 270,5' to a point; 
Thence South 46* 13%» East 387.1' to a point; 
Thence 8outh 48* i W Boat 291.2' to a point; 
Thence South 57* 44S? ESaat 247.7' to a point; 
Thence Soutb 62* 05k'' Eaat 355.9' to a point; 
Thence South 33* , 2 i y Eaat 170.9' to a point; 
Thence South 55* 41t%«« Bwt 180.2' to a point; 
Thence North 78* 38%, East 182.2* to « point; 
Thence South 14*' 33%' «e*t 220.6* to a point; 
Thence South 45* 47<V> Eaat 195.6' to a point in the East line of said 
see. 28; 
Thence South aloog^ the East line of sec. 28 a distance of 2149.8' to 
the Southeast earner; of sec. 28; 
Thence Neat alou£ ti&e South line of sec. 28 a distance of 643.3' to 
the point of begAnnfegj 
The above described tract containing 220.5 acres, smre or leas. 



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: 

BY THE DIVISION: 

T h i s cause came on f o r h e a r i n g a t 8:15 a.m. on October 
12, 1988, a t Santa Fe, New Mexico, b e f o r e Examiner David R. 
Catanach. 

NOW, on t h i s 28th day o f October, 198 8, t h e D i v i s i o n 
D i r e c t o r , h a v i n g c o n s i d e r e d t he t e s t i m o n y , t h e rec r d , md 
the recommendations o f t h e Examiner, and b e i n g f u l l y a d v i s e d 
i n t h e premises, 

FINDS THAT: 

(1) Due p u b l i c n o t i c e h a v i n g been g i v e n as r e q u i r e d 
by law, t h e D i v i s i o n has j u r i s d i c t i o n o f t h i s cause and the 
s u b j e c t m a t t e r t h e r e o f . 

(2) The a p p l i c a n t , M a l l o n O i l Company, seeks an o r d e r 
p o o l i n g a l l m i n e r a l i n t e r e s t s i n t h e B e l l Canyon, Cherry 
Canyon, and Brushy Canyon f o r m a t i o n s (Delaware Mountain 
Group) u n d e r l y i n g the NW/4 SW/4 ( U n i t L) o f S e c t i o n 27,, 
Township 26 South, Range 29 East, NMPM, Brushy Draw-Delaware 
Pool, Eddy County, New Mexico, f o r m i n g a s t a n d a r d 40-acre 
o i l s p a c i n g and p r o r a t i o n u n i t w i t h i n s a i d p o o l . 

(3) The a p p l i c a n t has the r i g h t t o d r i l l and proposes 
t o d r i l l a w e l l a t a s t a n d a r d l o c a t i o n i n s a i d NW/4 SW/4 o f 
S e c t i o n 27. 

(4) Red B l u f f Water Power C o n t r o l D i s t r i c t , an i n t e r e s t 
owner i n t h e proposed p r o r a t i o n u n i t who has not agreed t o 
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APPLICATION OF MALLON OIL 
COMPANY FOR COMPULSORY 
POOLING, EDDY COUNTY, NEW 
MEXICO. 

ORDER OF THE DIVISION 
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pool i t s i n t e r e s t s , appeared at the hearing .in opposition 
to the a p p l i c a t i o n . 

(5) The evidence presented i n d i c a t e s t h a t the 
a p p l i c a n t has made a reasonable attempt t o secure volun­
t a r y agreement w i t h Red B l u f f Water Power Control D i s t r i c t 
and has been unable to do so. 

(6) To avoid the d r i l l i n g of unnecessary w e l l s , t o 
p r o t e c t c o r r e l a t i v e r i g h t s , t o avoid waste, and to a f f o r d 
to the owner of each i n t e r e s t i n said u n i t the o p p o r t u n i t y 
to recover or receive without unnecessary expense h i s j u s t 
and f a i r share of the production i n any pool completion 
r e s u l t i n g from t h i s order, the subject a p p l i c a t i o n should 
be approved by pooling a l l mineral i n t e r e s t s , whatever they 
may be, w i t h i n said u n i t . 

(7) The a p p l i c a n t should be designated the operator 
of the subject w e l l and u n i t . 

(8) Any non-consenting working i n t e r e s t owner should 
be afforded the o p p o r t u n i t y to pay h i s share of estimated 
w e l l costs to the operator i n l i e u of paying h i s share of 
reasonable w e l l costs out of production. 

(9) Any non-consenting working i n t e r e s t owner who 
does not pay h i s share of estimated w e l l costs should have 
withheld from production h i s share of the reasonable w e l l 
costs plus an a d d i t i o n a l 200 percent thereof as a reasonable 
charge f o r the r i s k involved i n the d r i l l i n g of the w e l l . 

(10) Any non-consenting i n t e r e s t owner should be 
afforded the o p p o r t u n i t y to object to the actual w e l l costs 
but a c t u a l w e l l costs should be adopted as the reasonable 
w e l l costs i n the absence of such o b j e c t i o n . 

(11) Following determination of reasonable w e l l costs, 
any non-consenting working i n t e r e s t owner who has paid h i s 
share of estimated costs should pay t o the operator any 
amount t h a t reasonable w e l l costs exceed, estimated w e l l 
costs and should receive from the operator any amount t h a t 
paid estimated w e l l costs exceed reasonable w e l l costs. 

(12) $3056.00 per month while d r i l l i n g and $334.00 per 
month while producing should be f i x e d as reasonable charges 
f o r supervision (combined f i x e d r a t e s ) ; the operator should 
be authorized to w i t h h o l d from production the p r o p o r t i o n a t e 
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share of such supervision charges a t t r i b u t a b l e t o each 
non-consenting working i n t e r e s t , and i n a d d i t i o n t h e r e t o , 
the operator should be authorized t o w i t h h o l d from pro­
duction the p r o p o r t i o n a t e share of ac t u a l expenditures 
required f o r operating the subject w e l l , not i n excess 
of what are r e a s o n a b l e , • a t t r i b u t a b l e t o each non-
consenting working i n t e r e s t . 

(13) A l l proceeds from production from the subject 
w e l l which are not disbursed f o r any reason should be 
placed i n escrow t o be paid t o the t r u e owner thereof 
upon demand and proof of ownership. 

(14) Upon the f a i l u r e of the operator of said pooled 
u n i t t o commence the d r i l l i n g of the w e l l t o which said 
u n i t i s dedicated on or before February 1, 1989, the order 
pooling said u n i t should become n u l l and v o i d and of no 
e f f e c t whatsoever. 

(15) Should a l l the p a r t i e s to t h i s forced pooling 
reach voluntary agreement subsequent to e n t r y of t h i s 
order, t h i s order s h a l l t h e r e a f t e r be of no f u r t h e r e f f e c t . 

(16) The operator of the w e l l and unit, s h a l l n o t i f y 
the D i r e c t o r of the D i v i s i o n i n w r i t i n g of the subsequent 
vo l u n t a r y agreement of a l l p a r t i e s subject t o the forced 
pooling p r o v i s i o n s of t h i s order. 

IT IS THEREFORE ORDERED THAT: 

(1) A l l mineral i n t e r e s t s , whatever they may be, i n 
the B e l l Canyon, Cherry Canyon, and Brushy Canyon forma­
t i o n s (Delaware Mountain Group) underlying the NW/4 SW/4 
(Unit L) of Section 27, Township 26 South, Range 29 East, 
NMPM, Brushy Draw-Delaware Pool, Eddy County, New Mexico, 
are hereby pooled t o form a standard 40-acre o i l spacing 
and p r o r a t i o n u n i t to be dedicated to a w e l l t o be d r i l l e d 
a t a standard l o c a t i o n thereon. 

PROVIDED HOWEVER THAT, the operator of said u n i t 
s h a l l commence the d r i l l i n g of said, w e l l on or before the 
1st day of February, 1989, and s h a l l t h e r e a f t e r continue 
the d r i l l i n g of said w e l l w i t h due d i l i g e n c e t o a depth 
s u f f i c i e n t to t e s t the Delaware formation. 

PROVIDED FURTHER THAT, i n the event said operator 
does not commence the d r i l l i n g of said w e l l on or before 
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the 1st day of February, 1989, Ordering Paragraph No. (1) 
of t h i s order s h a l l be n u l l and vo i d and of no e f f e c t 
whatsoever, unless said operator obtains a time extension 
from the D i v i s i o n f o r good cause shown. 

PROVIDED FURTHER THAT, should said w e l l not be 
d r i l l e d to completion, or abandonment, w i t h i n 120 days 
a f t e r commencement thereof, said operator s h a l l appear 
before the D i v i s i o n D i r e c t o r and show cause why Ordering 
Paragraph No. (1) of t h i s order should not be rescinded. 

(2) Mallon O i l Company i s hereby designated the 
operator of the subject w e l l and u n i t . 

(3) A f t e r the e f f e c t i v e date of t h i s order and 
w i t h i n 90 days p r i o r to commencing said w e l l , the operator 
s h a l l f u r n i s h the D i v i s i o n and each known working i n t e r e s t 
owner i n the subject u n i t an itemized schedule of estimated 
w e l l costs. 

(4) Within 30 days from the date the schedule of 
estimated w e l l costs i s furnished t o him, any non-
consenting working i n t e r e s t owner s h a l l have the r i g h t 
to pay hi s share of estimated w e l l costs to the operator 
i n l i e u of paying h i s share of reasonable w e l l costs out 
of production, and any such owner who pays h i s share of 
estimated w e l l costs as provided above s h a l l remain 
l i a b l e f o r operating costs but s h a l l not be l i a b l e f o r 
r i s k charges. 

(5) The operator s h a l l f u r n i s h the D i v i s i o n and each 
known working i n t e r e s t owner an itemized schedule of ac t u a l 
w e l l costs w i t h i n 90 days f o l l o w i n g completion of the w e l l ; 
i f no o b j e c t i o n t o the act u a l w e l l costs i s received by the 
D i v i s i o n and the D i v i s i o n has not objected w i t h i n 45 days 
f o l l o w i n g r e c e i p t of said schedule, the ac t u a l w e l l costs 
s h a l l be the reasonable w e l l costs; provided however, i f 
there i s o b j e c t i o n to a c t u a l w e l l costs w i t h i n said 45-day 
period the D i v i s i o n w i l l determine reasonable w e l l costs 
a f t e r p u b l i c n o t i c e and hearing. 

(6) Within 60 days f o l l o w i n g determination of reason­
able w e l l costs, any non-consenting working i n t e r e s t owner 
who has paid h i s share of estimated w e l l costs i n advance 
as provided above s h a l l pay to the operator h i s pro r a t a 
share of the amount t h a t reasonable w e l l costs exceed 
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estimated w e l l costs and s h a l l receive from the operator 
h i s pro r a t a share of the amount t h a t estimated w e l l costs 
exceed reasonable w e l l costs. 

(7) The operator i s hereby authorized t o w i t h h o l d the 
f o l l o w i n g costs and charges from production: 

(A) The pro r a t a share of reasonable w e l l costs 
a t t r i b u t a b l e t o each non-consenting working 
i n t e r e s t owner who has not paid h i s share of 
estimated w e l l costs w i t h i n 30 days from the 
date the schedule of estimated w e l l costs i s 
furnished to him. 

(B) As a charge f o r the r i s k involved i n the 
d r i l l i n g of the w e l l , 200 percent of the pro 
r a t a share of reasonable w e l l costs a t t r i b u ­
t a b l e t o each non-consenting working i n t e r e s t 
owner who has not paid h i s share of estimated 
w e l l costs w i t h i n 30 days from the date the 
schedule of estimated w e l l costs i s furnished 
to him. 

(8) The operator s h a l l d i s t r i b u t e said costs and 
charges w i t h h e l d from production to the p a r t i e s who advanced 
the w e l l costs. 

(9) $3056.00 per month while d r i l l i n g and $334.00 
per month while producing are hereby f i x e d as reasonable 
charges f o r supervision (combined f i x e d r a t e s ) ; the 
operator i s hereby authorized to w i t h h o l d from production 
the p r o p o r t i o n a t e share of such supervision charges ' 
a t t r i b u t a b l e to each non-consenting working i n t e r e s t , and 
i n a d d i t i o n t h e r e t o , the operator i s hereby authorized to 
w i t h h o l d from production the proportionate share of a c t u a l 
expenditures required f o r operating such w e l l , not i n 
excess of what are reasonable, a t t r i b u t a b l e t o each non-
consenting working i n t e r e s t . 

(10) Any unleased mineral i n t e r e s t s h a l l be considered 
a seven-eighths (7/8) working i n t e r e s t and a one-eighth 
(1/8) r o y a l t y i n t e r e s t f o r the purpose of a l l o c a t i n g costs 
and charges under the terms of t h i s order. 

(11) Any w e l l costs or charges which are t o be paid 
out of production s h a l l be w i t h h e l d only from the working 
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i n t e r e s t ' s share of production/ and no costs or charges 
s h a l l be w i t h h e l d from production a t t r i b u t a b l e to r o y a l t y 
i n t e r e s t s . 

(12) A l l proceeds from production from the subject 
w e l l which are not disbursed f o r any reason s h a l l imme­
d i a t e l y be placed i n escrow i n Eddy County, New Mexico, 
to be paid to tne t r u e owner thereof upon demand and 
proof of ownership; the operator s h a l l n o t i f y the D i v i s i o n 
of the name and address of said escrow agent w i t h i n 30 days 
from the date of f i r s t deposit w i t h said escrow agent. 

(13) Should a l l p a r t i e s to t h i s forced pooling order 
reach voluntary agreement subsequent to entry of t h i s 
order, t h i s order s h a l l t h e r e a f t e r be of no f u r t h e r e f f e c t . 

(14) The operator of the w e l l and u n i t s h a l l n o t i f y 
the D i r e c t o r of the D i v i s i o n i n w r i t i n g of the subsequent 
voluntary agreement of a l l p a r t i e s subject t o the forced 
pooling provisions of t h i s order. 

(15) J u r i s d i c t i o n of t h i s cause i s r e t a i n e d f o r the 
e n try of such f u r t h e r orders as the D i v i s i o n may deem 
necessary. 

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

S E A L 

f d / 



STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
COMMISSION OF NEW MEXICO FOR 
THE PURPOSE OF CONSIDERING: 

BY THE COMMISSION 

This cause came on f o r hearing at 9 o'clock a.m. on 

January 19, 1989, a t Santa Fe, New Mexico, before the O i l 

Conservation Commission of New Mexico, h e r e i n a f t e r r e f e r r e d 

t o as the "Commission". 

NOW, on t h i s 16th day of February, 1989, the 

Commission, a quorum being p r e s e n t , having considered the 

t e s t i mo ny presented and the e x h i b i t s received at said 

h e a r i n g , and being f u l l y advised i n the premises, 

FINDS THAT: 

(1) Due p u b l i c n o t i c e having been given as r e q u i r e d by 

law, the Commission has j u r i s d i c t i o n of t h i s cause and the 

subject matter t h e r e o f . 

(2) The a p p l i c a n t , Mallon O i l Company, seeks an order 

p o o l i n g a l l mineral i n t e r e s t s i n the B e l l Canyon, Cherry 

Canyon, and Brushy Canyon f o r m a t i o n s (Delaware Mountain 

CASE NO. 9U58 (DE NOVO) 
Order No. R-8773-A 

APPLICATION OF MALLON OIL 
COMPANY FOR COMPULSORY 
POOLING, EDDY COUNTY, NEW 
MEXICO. 

ORDER OF THE* COMMISSION 



CASE NO. 9458 (DE NOVO) 
Order No. R-8773-A 
Page 2 

Group) u n d e r l y i n g the NW/4 SW/4 ( U n i t L) of Section 27, 

Township 26 South, Range 29 East, NMPM, Brushy Draw-Delaware 

Pool, Eddy County, New Mexico, forming a standard 40-acre o i l 

spacing and p r o r a t i o n u n i t w i t h i n said p o o l . 

(3) The matter came on f o r hearing at 8:15 a.m. on 

October 12, 1988, at Santa Fe, New Mexico, before O i l 

Conservation D i v i s i o n Examiner David R. Catanach and, 

pursuant t o t h i s h e a r i n g , Order No. R-8773 was issued on 

October 28, 1988, g r a n t i n g the a p p l i c a t i o n and f o r c e - p o o l i n g 

Red B l u f f Water Power Control D i s t r i c t ("Red B l u f f " ) . 

(4) A t i m e l y a p p l i c a t i o n f o r hearing De Novo was made 

by Red B l u f f i n t h i s case and the matter was set f o r hearing 

before the Commission. 

(5) The matter came on f o r hearing De Novo on January 

19, 1989. 

(6) During the pendency of t h i s a c t i o n Order No. R-8773 

has not been stayed and i s i n f u l l f o r c e and e f f e c t . 

(7) The record of Case No. 9458 made before the 

D i v i s i o n Examiner i s made a p a r t of the record i n t h i s de 

novo case. 

(8) The f i n d i n g s and order entered by the D i v i s i o n 

D i r e c t o r (Order No. R-8773) were supported by s u b s t a n t i a l 

evidence. 



CASE NO. 9458 (DE NOVO) 
Order No. R-8773-A 
Page 3 

(9) Red B l u f f has not presented any a d d i t i o n a l evidence 

i n t h i s hearing which would support a change i n Order No. R-

8773 entered by the D i v i s i o n . 

(10) Order No. R-8773 should be a f f i r m e d and made an 

order of the Commission i n t h i s proceeding. 

(11) Red B l u f f should be granted time i n which t o pay 

i t s share of the reasonable w e l l costs subsequent t o en t r y of 

t h i s o r d e r , and a reasonable time s h a l l be 30 days less the 

number of days between the date Red B l u f f received the 

estimated w e l l costs (November 10, 1988) and the date Red 

B l u f f f i l e d i t s a p p l i c a t i o n f o r de novo hearing (November 28, 

1988), or 12 days from t h i s order. 

IT IS THEREFORE ORDERED THAT: 

(1) D i v i s i o n Order No. R-8773, entered October 28, 

1988, i s hereby a f f i rmed and made an order of t h i s Commission 

and i s continued i n f u l l f o r c e and e f f e c t . 

(2) Red B l u f f s h a l l have 12 days a f t e r the date of t h i s 

order t o pay i t s share of reasonable w e l l costs t o the 

operator i n l i e u of paying such costs out of p r o d u c t i o n , and 

i f Red B l u f f pays i t s share of costs as p r o v i d e d , i t s h a l l 

remain l i a b l e f o r o p e r a t i n g costs but s h a l l not be l i a b l e f o r 

such charges. 
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(3) J u r i s d i c t i o n of t h i s cause i ss r e t a i n e d f o r the 

en t r y of such f u r t h e r orders as the Commission may deem 

necessary . 

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

hereinabove designated. 

STATE OF NEW MEXICO 
OIL CONSERVATION DIVISION 

WILLIAM R. HUMPHRIES, Member 

WILLIAM J. LEMAY, Chairman and 
Secretary 

S E A L 


