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To: David Brooks

Of: NM Oil Conservation Division

Fax: (505) 476-3471

Paes: 9, including this cover sheet.

; August 14, 2001

Please find attached the proposed draft Order for Yates Petroleum Corporation, Case numbe
12683. After you have reviewed this document. nleace ~2'' - 71 . = {ons or changes.
Thank you.

Ermest L. Carroll

NOTE: The information contained In this facsimile message is attornay/client privileged and confidential information
intended only for use by the Individual or entity named above. If the reader of this messages /= not the intended reclpient,
ur the employee or agent rasponsible for delivery to the Intended reciplent, you are hereby notifled that any
dissemination, distribution or copying of this communication is in error. If you have recelvad this facsimile in orror,
please immediately notify us by collect telephone call and return the original message to us at the above address via the
U. $ pPostal Service.

From the desk of. |

Emest L. Carroli
LOSEE. CARSON, HAAS & CARROLL, P.A.
P. O. Box 1720
31 W, Quay
Arvtests, NM 88210
{505)746-3505
Fax. (505)746-6316
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STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF

CONSIDERING:
CASE NO. 12683

APPLICATION OF YATES PETROLEUM Order No. R-___ ___
CORPORATION FOR COMPULSORY POOLING
CHAVES COUNTY, NEW MEXICO

ORDER OF THE DIVISION
BY THE DIVISION:

'This cause came on for hearing at 8:15 a.m. on July 12, 2001, at Santa Fe, New Mexico,
before Examiner David Brooks.

NOW., on this day of ., 2001, the Division Director, having considered the
testimony, the record, and the recommendations of the Examiner, and being fully advised in the
premises,

FINDS THAT:

(1) Due public notice having been given as required by law, the Division has
jurisdiction of this cause and the subject matter thereof.

(2)  The applicant, Yates Petroleum Corporation, seeks the following:

(a) An order pooling all mineral interests from the surface downto the base of
the Ordivician formation, underlying the E/2 of Section 3. Township 8 South, Range 26 Fast,
N.M.P.M., Chaves County, New Mexico, forming a standard 320-acre or 160-acre gas spacing
and proration unit for any and all formations and/or pools developed on 320-acre or 160-acre
spacing within said vertical extent. Said unit is to be dedicated to the applicant’s proposed
Coronet “TI” No. 3 to be drilled at a standard gas well location thereon.

(b)  An order pooling the uncommitted interest owners in the previously drilled
wells known as the Coronet “TI” No. 1, located 660' FNIL. and 660’ FEL of Section 3 and the
Coronet “TI” No. 2, located 1980 “NL and 1000’ FEL of Section 3. Each of these two wells
are producing from and are located on the 160-acre spacing unit comprising the NE/4 of Section
3.Yates Petroleum Corporation seeks 10 force pool each of the uncommitted interest owners in
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each of the two previously drilied wells with respect to all operations conducted from the date of
entry of an order by the Oil Conservation Division ordering the pooling of such interest.

©) An order pooling all uncommitted interest owners in the previously drilled
Percentage “APR” No. 1 well located 660’ FSL and 1110" FEL of Section 3. Said well being
drilled on and dedicating to and producing from a 320-acre gas spacing and proration mit. Yates
Perrodenm Corporation seeks to force pool each of the uncommitted interest owners in the
isly drilled well with respect 1o all operations conducted from the date of entry of au order

vy e il Conservation Division ordering the pooling of such interest.

(d)  An order seeking the adoption of a suitable joint operating agreement for
all future operations to be conducted upon the E/2 of Section 3.

(3)  The applicant has the right to drill and proposes to drill its Coronet “TI” WellNo.
3 at a standard gas well location located in the E/2 of Section 3.

@) The applicant had the : ot 1o drill and did drill its Coronet “TI” Well No. 1 and
the Coronet “TI” Well No. 2 at standard gas well locations in the NE/4 of Section 3.

(5) The applicant had the right to drill and did drill its Percentage “APR” Well No. 1
at a standard gas well location in the E/2 of & n 3.

6) There are interest owners in e proposed proration uni and in the already
established proration units who have not agreed to pool their interests,

(" To avoid the drilling of unnecessary wells, to protect correlative rights, to avoid &5’
waste, and to afford to the owner of each interest in said units the opportunity to recover or

receive without unnecessary expense his just and fair share of the production in any pool
compietion resulting from this order, the subject application should be approved by pooling all
mineral interests, whatever they may be, within the E/2 of Section 3 from the surface o the base
of the Ordivician formation.

(8> The applicant should be designated the operator of the subject wells and units.

(9} Any non-consenting working interest owner should be afforded the oppGrtunity to
pay his share of estimated well costs to the operator in lieu of paying his share offeasonable weil
costs out of production with respect 10 the proposed Coronet “TI” Well N¢~ 3 to be drilied at a N

i sa:’ ENT and FEL of Section 3,/ Any non-consenfuig working interest owner
should be affe-. ~ the opportunity to pay ki&share of estimated &uﬂy procedure costig
the operator iu iicu of paying his share of reasonable procedure costs out of productionfor any

prapawed operation after the date of this  der with r=snect to they €otgnet < TT” Well No 1.
= prof oo A ot i
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+ycated 66G° FNL and 660" FEL of Section 3, the Coronet “TI” Well No. 2, located 1980' FNL
and 1000' FEL of Section 3 and the Percentage “APR” Well No. 1, located 660' FSL a

FEL of Section 3.
__/ofW prococlure
Any non-consenting working interest owner who does nof paf k€ share of estimated r ‘

procedure costsgshould have withheld from production/ki4 share of dee reasonable il
well-eosieeE proccdure costsplus an additignal 200% thereof as a reasonable charge for the risk 4

‘nvolved in 0& e «pmeeéufeﬂ;performai-orra‘weﬂ'aimly-épm& W

(I11)  Any non-consenting working interest owner should be afforded the opportunity to
object to the actual well costs or procedure costs, but actual well coc*- i procedure costs should
be adopted as the reasonable well costs or procedure costs in the absenc - of such objection.

(12)  Following the determinaticn 1 reasonable we!! costs ot - €(C - 20V non
-iting working interest owner who has paid s shere of estimated co.is should pay to the
“:perator any amount that reasonable well costs or procedure costs exceeded estimated well costs
.1 procedure costs and should receive from the operator any amount that paid estimated costs
exceed reasonable costs.

(13)  $5.400.00 per month while drilling and $540.00 per month while preducing shoukt
be fixed as reasonable charges for supervision (combiied fixe' -ates); the operator should be
authorized to withhold from produciion the [aoporteasie shur ot such supervision charges
attributable to each non-consenting working interest and .. additvm thereto, the operator should
he authorized to withhold fromu production the proportionate share of actual expenditires required
for nperating the subject weil, :.oc in excess of what are reasonable, attributable i¢ ~ach non-
Coits. nting working interest.

(14)  All proceeds from production from the subject well which are not disbursed for any
reason should be placed in escrow to be paid to the true owner thereof upondemand and proof of
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pecformed on any well, within the v lmnts fmeed pooled by this ordcg\mthm .he
Sectivn Said m
of Yates Petroleum Corperati
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the notice and such other parties as shall elect to participate in the operation shall,
within sixty (60) days after the explranon of the notice perlod of thirty (30) clays
LR tio

on the proposed operanon 1 and compiete it wuh due dﬂlgence. Operator shall

perform all work for the account of thc Comentmg Par .,
cronr

no drilling rig

Consenting Party, the

perform the work required by

er: (a) request Operator to
operation for th account of the

The entire cost and risk of conducting such operations shall be borne by the
Consenting Parties in the proportions they have elected to bear. Consenting Parties
shall keep the leasehold estates involved in such operations free and clear of all
liens and encumbrances of every kind created by or arising from the operations of
the Consenting Parties. If such an operation results in a dry hole, the Consenting
Parties shall plug and abandon the well at their sole cost, risk and expense If any
well drilled, reworked, deepc : ' .'r plugged back under the provmons of this
Article results in a producer of o1 .ird/or pas in paying q ugntities, the -enseaang-

Rartres shall complete and equip the well 1o produce at therr so e cogt and ns
the Well shall thenl be Turmed over 1o Operatar-and shall at thc

expense and for the account of the Consenting Parties. Upon commencement of
operations for the drilling, reworking, deepening or plugging back of any such well
by Consenting Parties in accordance with the provisions of this Article, each Non-
Consenting Party shall be deemed to have relinquished 1o Consenting Parties, and
the Consenting Parties shall own and be entitled to receive, in proportion to their
respective interest, all of such Non-Consenting Party’s interest in the well and
share of production therefrom until the proceeds of the sale of such share,
calculated at the well, or market value thereof if such share is not sold (after
deducting production taxes, crude oil excise taxes, royalty, overriding royalty and
other interests existing on the effective date hereof, payable out of or measured by
the production from such well accruing with respect to such interests until it
reverts) shall equal the Non-Consenting working interest owners oproportionate
share of reasonable well or procedure costs plus an additional 200% thereof as a
reasonable charge for the risk involved.

(16) Should all the parties to this force pooling order reach voluntary agreement
subsequent to entry of this order, this order shall thereafter be of no further effect.
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(17} The operator of the well and unit shall notify the Director of the Division in writing
of the subsequent voluntary agreement of all parties subject to the forced pooling provisions of this
order.

IT IS THEREFORE ORDERED THAT:

(1) All mineral interests, whatever they may be, from the surface to the base of the
Ordivician formation, underlying the E/2 of Section 3, Township 8 South, Range 26 Fast,
N.M.P.M., Chaves County, New Mexico, are hereby pooled forming either a standard 320-acre
or 160-acre gas spacing and proration unit for any and all formations and/or pools developed on
either a 320-acre or 160-acre spacing within said vertical extent. Said unit shall be dedicated ro
the applicant’s proposed Coronet “TI” Well No. 3 and applicant’s previously drilled wells. the
Coronet “TI” Well No. 1, the Coronet “TI” Well No. 2 and the Percentage “APR™ Well No. 1.
All wells to be drilled or are already drilled at standard gas well locations in the E/2 of Section
3

(2)  Yates Petroleum Corporation is hereby designated the operator of the subject wells
and units.

3 Within 30 days after the effective date of this order and prior to commerncing said
well. the operator shali furnish the Division and each known working interest owner in the subject
unit an itemized schedule of estimated well costs for the Coronet “TI” No. 3 well.

(4)  After the effective date of this order and within 30 days prior to commencing any
proposed operation upon the Coronet “TI” Well No. 1, the Coronet “TI” Well No. 2 and the
Percentage “APR” Well No, 1, the operator shall furnish the Division and each known working
interest owner in the subject unit an itemized schedule of estimated procedure costs.

5) Within 30 ¢ rom the date the schedule of estimated well costs or procedure
costs is furnished to him, any  ~consenting working interest owner shall have the right to pav
his share of estimater’ -=¢ll costs = procedure costs to the operator in lieu of paying his share of
reasonable well costs . rocedure costs out of production, and any such owner who pays his share
of estimated well costs or procedure costs as provided above shall remain liable for operating costs
but shall not be liable for risk charges.

(6) The operator shall furnish the Division and each known working interest Owner an
nemized schedule of actual costs within 90 days following completion of the well or procedure;
if no objection to the actual costs is received by the Division and the Division has n - objected
within 45 days following receipt of said schedule, the actual costs shall be the reasc e COSts;
provided howevcr, 1t there is objection to actual costs within said 45-day period the | ision will
determine reasonable costs after public notice and hearing.
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(1) Within 60 days following determination of reasonable costs, any non-consenting
working interest owner who has paid his share of estimated costs in advance as provided above
shall pay to the operator his pro rata share of the amount that reasonable costs exceed estimated
costs and shall receive from the operator his pro rata share of the amount that estimated costs
exceed reasonable costs.

(8)  The operator is hereby authorized to withhold the following costs and charges fran
production:

(a) The pro rata share of reasonable costs attributable to each non-consenting
working interest owner who has not paid his share of estimated costs within 30 days from the date
the schedule of estimated costs is furnished to him.

(b)  Asacharge for the risk involved in the drilling of the well or completion
of a procedure, 200% of the pro rata share of reasonable well costs or procedure costs attributabk
to each non-consenting working interest owner who has not paid his share of estimated well costs
or procedure costs within 30 days from the date the schedule of estimate well costs or estimated
procedure costs is turnished to him.

(9)  The operator shall distribute said costs and charges withheld from production to the
parties who advanced the costs or charges.

(10)  $5,400.00 per month while drilling and $540.00 per month while producing are
hereby fixed as reasonable charges for supervision (combined fixed rates); the operator is hereby
authorized to withhold from production the proportionate share of such supervision charges
attributable to each non-consenting working interest, and in additionthereto, 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.

(11)  Any unleased mineral interest shall be considered a seven-eighths (7/8) working
interest and a one-eighth (1/8) royalty interest for the purpose of allocating costs and charges
under the terms of this order,

(12)  Any well costs or charges which are to be paid out of production shall be withheld
only from the working interest’s share of production, and no costs or charges shall be withheld
from production attributable to royalty interests.

(13)  All proceeds from production from the subject well which are not disbursedfor any

reason shall immediately be placed in escrow in Eddy County, New Mexico, to be paid to the tne
owner thereof upon demand and proof of ownership; the operator shall notify the Division of the
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calculated at the well, or market value thereof if such share is not sold (after
deducting production taxes, crude oil excise taxes, royalty, overriding royalty and
other interests existing on the effective date hereof, payabk out of or measured by
the production from such well accruing with respect to such interests until it
reverts) shall equal the Non-Consenting working interest owners proportionate
share of reasonable well or procedure costs plus an additional 200% thereof as a
reasonable charge for the risk involved.

(15)  Should all the parties to this force pooling order reach voluntary agreement
subsequent to entry of this order, this order shall thereafter be of no further effect.

(16)  The operator of the well and unit shall notify the Director of tii=. ' vision in writing
of the subsequent voluntary agreement of all parties subject 1o the forced pooling pravisions of thi-
order.

(17)  Jurisdiction is hereby 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 hereinabove designated.

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION
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