
STATE OF NEW MEXICO 

ENERGY AND MINERALS DEPARTMENT 
OIL CONSERVATION DIVISION 

TONEY ANAYA 
GOVERNOR 

March 1 1 , 1985 

POST OFFICE BOX 2088 
STATE LAND OFFICE BUILDING 

SANTA FE, NEW MEXICO 87501 
(505) 827-5800 

j.-ir. ThOiiias K e l l a h i n 
A e l l a h i i i oe K e l l a h i n 
attornej'S a t Lav; 
Poat O f f i c e Box 226 5 
Santa Fe, New Mexico 

Dear S i r : 

Re; CASE NO. 
ORDER NO" 

El' 
R- 7 '6 3 S 

A p p l i c a n t : 

Chaveroo Operating Co., Inc, 

Enclosed he r e w i t h are two copies of the above-referenced 
D i v i s i o n order r e c e n t l y entered i n the sub j e c t case. 

S i n c e r e l y , 

R. L. STAMETS 
D i r e c t o r 

RLS/fd 

Copy of order also sent t o : 

Hobbs OCD x 

A r t e s i a OCD y 

Aztec OCD 

Other 



KELLAHIN and KELLAHIN ..yiC 
Attorneys at Law 

El Patio - 117 North Guadalupe 
Post Office Box 2265 

Karen Aubrey S a n t t p e N e w M e x i c o 87504-2265 

M a r c h 1 3 , 1 9 8 5 

, „ , ( Telephone 982-4285 
Jaton kellahin P a t i o n ? N ( m h G u a d a I u p e A r e t C o d e 5 0 5 

W. Thoma. Kellahm p o 9 t ^ ^ ^ 

Mr. Leonard Buckner 
1360 South Ocean Blvd. 
Pompano Beach, F l o r i d a 33060 

" C e r t i f i e d M a i l " 
Return Receipt Requested 

Re: Chaverop- Operating ^o . , I nc. 
NMOCD Case 8 496 
Order R-7 83 8 
NE/4NE/4 Sec 25, T7S, R32E 
Roosevelt County, New Mexico 

Dear Mr. Buckner: 

Our f i r m represents Chaveroo Operating Company, 
Inc. On February 2'7 , 1985, we presented a case: before 
the New Mexico O i l Conservation D i v i s i o n i n Santa Fe, 
New Mexico, t o f o r c e pool your i n t e r e s t s i n the above 
referenced case. 

Pursuant t o the terms o f D i v i s i o n Order R-7838, a 
copy o f which i s enclosed, I am s u b m i t t i n g t o you an 
a u t h o r i t y f o r expenditures f o r the w e l l t o be d r i l l e d 
pursuant t o t h i s order. This same a u t h o r i t y f o r 
expenditures was e x h i b i t #2 at the hearing. 

Your a t t e n t i o n i s d i r e c t e d t o paragraph (4) on 
page 3 o f the order i n which you have 30 days from your 
r e c e i p t of t h i s l e t t e r t o prepay your share of the costs 
of the w e l l . I understand your percentage working 
i n t e r e s t t o be 2.25% and your share o f the costs t o be 
$5,667.75. 

I n order t o avoid the 200% r i s k f a c t o r p e n a l t y , 
you must d e l i v e r t o Mr. B i l l Graham, Chaveroo Operating 
Company, 4800 San F e l i p e , Suite 620, Houston, Texas 
77056, your cashier's check i n the s t a t e d amount w i t h i n 
30 days of the date the date you re c e i v e t h i s l e t t e r . 



K E L L A H I \ T and K E L L A H I N 

Mr. Leonard Buckner 
March 13, 1985 
Page 2 

You may e i t h e r c a l l me or you may c a l l the New 
Mexico O i l Conservation D i v i s i o n at (505) 827-5803 
i f you d e s i r e t o have the order explained. 

Very t r u l y yours, 

Original signed uy 

W ^ - ' t e a s : E ^ I f a h i n 

WTKrca 
Enc. 

cc: Mr. Richard L. Stamets 
O i l Conservation D i v i s i o n 
P. O. Box 2088, 
Santa Fe, New Mexico 87501 

Mr. B i l l Graham 
Chaveroo Operating Company 
4800 San F e l i p e , Suite 620 
Houston, Texas 77056 



STATE OF NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 

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

CASE NO. 8 4 96 
Order No. R-7838 

APPLICATION OF CHAVEROO OPERATING 
COMPANY FOR COMPULSORY POOLING, 
ROOSEVELT COUNTY, NEW MEXICO 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on f o r hearing a t 8 a.ir.. on February 27, 
1985, a t Santa Fe, New Mexico, be f o r e Examiner Michael E. 
Stogner. 

NOW, on t h i s 8 th day o f March, 1985 , the D i v i s i o n 
D i r e c t o r , having considered the tes t i m o n y , the r e c o r d , and the 
recommendations of the Examiner, 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 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 
su b j e c t matter t h e r e o f . 

(2) The a p p l i c a n t , Chaveroo Operating Company, seeks an 
order 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 a l l f o r m a t i o n s from the 
surface t o a depth of 4400 f e e t u n d e r l y i n g the NE/4 NE/4 ( U n i t 
A) of Sec t i o n 25, Township 7 South, Range 32 East, NMPM, 
Roosevelt County, New Mexico. 

(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 i t s Tucker H a l l W e ll No. 9 a t a p r e v i o u s l y approved 
unorthodox o i l w e l l l o c a t i o n ( D i v i s i o n Order No. R-7774, dated 
January 9, 1985) 1310 f e e t from the North and East l i n e s of 
sai d Section 25. 

(4) There are i n t e r e s t owners i n the proposed p r o r a t i o n 
u n i t who have not agreed t o p o o l t h e i r i n t e r e s t s . 

(5) 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 prevent waste., and t o a f f o r d t o 
the owner o f each i n t e r e s t i n s a i d u n i t the o p p o r t u n i t y t o 
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recover or r e c e i v e w i t h o u t unnecessary expense h i s j u s t and 
f a i r share o f the o i l i n any poo l completion r e s u l t i n g from 
t h i s o r d e r , t h e s u b j e c t a p p l i c a t i o n should be approved by 
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 , whatever they may be, w i t h i n 
s a i d u n i t . 

(6) The a p p l i c a n t should be designated the op e r a t o r of 
the s u b j e c t w e l l and u n i t . 

(7) Any non-consenting working i n t e r e s t owner should be 
a f f o r d e d the o p p o r t u n i t y t o pay h i s share o f es t i m a t e d w e l l 
costs t o the o p e r a t o r i n l i e u of paying h i s share o f reasonable 
w e l l costs out of p r o d u c t i o n . 

(8) Any non-consenting working i n t e r e s t owner who does 
not pay h i s share o f est i m a t e d w e l l costs should have w i t h h e l d 
from p r o d u c t i o n h i s share o f the reasonable w e l l costs p l u s an 
a d d i t i o n a l 200 percent t h e r e o f as a reasonable charge f o r the 
r i s k i n v o l v e d i n the d r i l l i n g o f the w e l l . 

(9) Any non-'-consenting i n t e r e s t owner should be a f f o r d e d 
the o p p o r t u n i t y t o o b j e c t t o the a c t u a l w e l l c o s t s but t h a t 
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 o f such o b j e c t i o n . 

(10) F o l l o w i n g d e t e r m i n a t i o n o f reasonable w e l l c o s t s , an v 

non-consenting working i n t e r e s t owner who has p a i d h i s share c:' 
estimated costs should pay t o the o p e r a t o r any amount t h a t 
reasonable w e l l costs exceed es t i m a t e d w e l l costs and should 
r e c e i v e from the op e r a t o r any amount t h a t p a i d e s t i m a t e d w e l l 
costs exceed reasonable w e l l c o s t s . 

(11) $4,000.00 per month w h i l e d r i l l i n g and $300.00 per 
month w h i l e producing should be f i x e d as reasonable charges f o r 
s u p e r v i s i o n (combined f i x e d r a t e s ) ; the o p e r a t o r should be 
a u t h o r i z e d t o w i t h h o l d from p r o d u c t i o n the p r o p o r t i o n a t e share 
of such s u p e r v i s i o n 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 o p e r a t o r should 
be a u t h o r i z e d t o w i t h h o l d from p r o d u c t i o n the p r o p o r t i o n a t e 
share o f a c t u a l expenditures r e q u i r e d f o r operating, the s u b j e c t 
w e l l , n ot i n excess o f 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 . 

(12) A l l proceeds from p r o d u c t i o n from the s u b j e c t w e l l 
which are not disbursed f o r any reason should be placed i n 
escrow t o be p a i d t o the t r u e owner t h e r e o f upon demand and 
proof o f ownership. 

(13) Upon the f a i l u r e of the op e r a t o r of s a i d pooled u n i t 
t o commence d r i l l i n g of the w e l l t o which s a i d u n i t i s 
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ded i c a t e d on or befor e June 1, 1985, the order p o o l i n g sa?-
u n i t should become n u l l and v o i d and o f no e f f e c t whatsoever 

IT IS THEREFORE ORDERED THAT: 

(1) A l l m i n e r a l i n t e r e s t s , whatever they may be, i n a l l 
f o r m a t i o n s from the surface t o a depth o f 4400 f e e t u n d e r l y i n g 
the NE/4 NE/4 (Uni t A) o f Sect i o n 25, Township 7 South, Range 
32 East, NMPM, Roosevelt 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 t o be 
dedicated t o the Tucker H a l l W e ll No. 9 t o be d r i l l e d a t 
p r e v i o u s l y approved unorthodox o i l w e l l l o c a t i o n ( D i v i s i o n 
Order No. R-7774 , dated January 9 , 1985) 1310 f e e t from the 
North and East l i n e s o f s a i d S e ction 25. 

PROVIDED HOWEVER THAT, the op e r a t o r of s a i d u n i t s h a l l 
commence the d r i l l i n g o f s a i d w e l l on or bef o r e the f i r s t day 
of June, 1985, 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 o f 
sai d w e l l w i t h due d i l i g e n c e t o a depth of 4400 f e e t ; 

PROVIDED FURTHER THAT, i n the event s a i d o p e r a t o r does n o t 
commence the d r i l l i n g of s a i d w e l l on or befor e the f i r s t day 
of June, 1985, Order (1) of t h i s order s h a l l be n u l l and v o i d 
and o f no e f f e c t whatsoever, unless s a i d o p e r a t o r o b t a i n s a 
time e x t e n s i o n from the D i v i s i o n f o r good cause shown. 

PROVIDED FURTHER THAT, should s a i d w e l l not be d r i l l e d x ... 
c ompletion, or abandonment, w i t h i n 120 days a f t e r commencement 
t h e r e o f , s a i d operator s h a l l appear before t he D i v i s i o n 
D i r e c t o r and show cause why Order (1) of t h i s order should not 
be r e s c i n d e d . 

(2) Chaveroo Operating Company i s hereby designated the 
opera t o r o f the s u b j e c t 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 erder and w i t h i n 90 
days p r i o r t o commencing s a i d w e l l , the o p e r a t o r 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 
su b j e c t u n i t an i t e m i z e d schedule of estimated w e l l c o s t s . 

(4) W i t h i n 30 days from the date the schedule of 
estimated w e l l costs i s f u r n i s h e d 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 t o pay h i s share o f 
estimated w e l l costs t o the op e r a t o r i n l i e u o f paying h i s 
share of reasonable w e l l costs out o f p r o d u c t i o n , and any such 
owner who pays h i s share o f esti m a t e d w e l l costs as provide d 
above 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 b ut s h a l l not be 
l i a b l e f o r r i s k charges. 
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(5) The o p e r a t o r 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 i t e m i z e d schedule of a c 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 a c t u a l w e l l costs i s r e c e i v e d by the 
D i v i s i o n and the D i v i s i o n has not o b j e c t e d w i t h i n 45 days 
f o l l o w i n g r e c e i p t o f s a i d schedule, the a c t u a l w e l l costs s h a l l 
be the reasonable w e l l c o s t s ; p r o v i d e d however, i f t h e r e i s an 
o b j e c t i o n t o a c t u a l w e l l costs w i t h i n s a i d 45-day p e r i o d 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 h e a r i n g . 

(6) W i t h i n 60 days f o l l o w i n g d e t e r m i n a t i o n c f reasonable 
w e l l c o s t s , any non-consenting working i n t e r e s t owner who has 
p a i d h i s share of estimated costs i n advance as p r o v i d e d above 
s h a l l pay t o the o p e r a t o r h i s pro r a t a share of the amount t h a t 
reasonable w e l l costs exceed estimated w e l l c o s t s and s h a l l 
r e c e i v e from the o p e r a t o r 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 c o s t s . 

(7) The o p e r a t o r i s hereby a u t h o r i z e d t o w i t h h o l d the 
f o l l o w i n g c osts and charges from p r o d u c t i o n : 

(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 p a i d 
h i s share of e s t i m a t e d w e l l costs w i t h i n 
30 days from the date the schedule of 
e s t i m a t e d w e l l costs i s f u r n i s h e d t o him. 

(B) As a charge f o r the r i s k i n v o l v e d 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 n c t p a i d 
h i s share of e s t i m a t e d w e l l c o s t s w i t h i n 
30 days from the date the schedule of 
estimated w e l l costs i s f u r n i s h e d t o him. 

(8) The o p e r a t o r s h a l l d i s t r i b u t e s a i d costs and 
charges w i t h h e l d from p r o d u c t i o n t o the p a r t i e s who advanced 
the w e l l c o s t s . 

(9) $4,000.00 per month w h i l e d r i l l i n g and $300.00 per 
month w h i l e producing are hereby f i x e d as reasonable charges 
f o r s u p e r v i s i o n (combined f i x e d r a t e s ) ; the o p e r a t o r i s 
hereby a u t h o r i z e d t o w i t h h o l d from p r o d u c t i o n the 
p r o p o r t i o n a t e share of such s u p e r v i s i o n 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 o p e r a t o r i s hereby a u t h o r i z e d t o w i t h h o l d from 
p r o d u c t i o n the p r o p o r t i o n a t e share of a c t u a l expenditures 
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r e q u i r e d f o r o p e r a t i n g such w e l l , not i n excess o f 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 unsevered m i n e r a l 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 o f a l l o c a t i n g costs 
and charges under the terms o f t h i s o r d e r . 

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

(12) A l l proceeds from p r o d u c t i o n from the s u b j e c t w e l l 
which are not disb u r s e d f o r any reason s h a l l immediately be 
placed i n escrow i n Roosevelt County, New Mexico, t o be p a i d 
t o t he t r u e owner t h e r e o f upon demand and p r o o f o f 
ownership; the o p e r a t o r s h a l l n o t i f y the D i v i s i o n o f the 
name and address o f s a i d escrow agent w i t h i n 30 days from 
the date o f f i r s t ' d e p o s i t w i t h s a i d escrow agent. 

(13) 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 t r y of such f u r t h e r orders as the D i v i s i o n may deem 
necessary. 

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

STATE OF NEW MEXICO 
OIL .-CONSERVATION DIVISION 

1 , / -/ 
1 / 4,, J 

R. L. STAMETS, 
D i r e c t o r 



WELL NAME/NO 

F I E L D _ QIAVLRQQ 

DEPTH 

TUCKER-HALL NO. y 

4,500' 

. CO UN T Y/WMX icu R00SEVF1 T 

TYPE COMPLETION 

. S T A T E _ j a . 

LOCATION J_3]___JxmiLQJ^ 

INTANGIBLE COSTS 

Rig Mob i l ua t i on , Demobi l isat ion 

Footage Ft- @ S 

Daywork. 1 days & S J__000_ 
Ih. Jurnkcy. 

. / d a y 

Complet ion Day work 5___days @ $_1___00_ 

Locat ion Preparation _ 

Mud & Chemicals „ [ O i B M E J 

Fuel & Water 1N_TURNKEY 

Bits & Corehcads. 

/day 

I N TURNKEY 

Too l & Equipment R . n . a i M I S C . & I S O L A T I O N PACKER 

Dr i l l Pipe Rentals _ _ _ _ _ _ * — 

Casing Crews & Equipment 

Cement ing , 

Wirel ine Logging, evaluation & Per fo ra t i on 

S t imu la t i on . _. — — 

Coring. Core Analysis, Paleo 

Evaluation Test (Excludes V/ircl ine W o r k ) 

Transpor tat ion ___ 

Barge & Boat Expense 

Supervision & G e o l o g i s t _ _ 1 0 _ d ^ _ _ _ _ _ i 2 ^ 

Direct ional Cost 

Insurance: Well Control ' 

Pol lu t ion 

Product ion Facilities Hookup 

Miscellaneous FORK L I F T & C O N T I N G E N C I E S 

Sales Tax on Tangibles 

T O T A L INTANGIBLES 

TANGIBLE COSTS 

Dry Hole 

__9._...Q0Q_ 
__U1Q.Q_ 

_5_B00 
9,200 

500 

2,300 

JL_2fKL 

JLOOO, 

AZ2^5QSL 

Pi oducer 

.£_Q0Q-

_8QQ_ 

3,500 
4,500 

50,000 

1,100 

JLMO. 

_82U30Q_ 

PPROVED: 

Co inp jny cx Oivncf 

oie: 

•BEFORE EXAMINER STOGNFR 
OIL CONSERVATION DIVISION 

fe^i_i___EXi 1IDIT NO. 

u i k > n g I n i n r s i : 

CASE; NQ..._?'V9^ Snuri Date 

-€omp.—Da+e-

EQUll ' . ' . lENT Q U A N T I T Y T A N G I B L E E Q U I P M E N T 

D E S C R I P T I O N E j m n j t r d 
A d u i l 

T A N G I B L E E Q U I P M E N T 

D E S C R I P T I O N 

)/y Hole Pioduccf 
A d u i l 

T A N G I B L E E Q U I P M E N T 

D E S C R I P T I O N 

100' I3_5/8_ ____^DNDU__m____ILI R.HKH - _ 
1 \J\J 

_, 800' 8 5/8 
C5J__^URL^C£__-__IURilKEY - _ 

,500' 4 1/2 c " -b^Q^MJJ l J-S5 - 14,900 
Csg. - -

i dOD 1 Tubing - 7,700 
l _ _ U U . —_——*— Packers - -

Csg. Head \ -

Tubing Hd. f - 2,300 
- Xmas Tree / -

-
— — * p.od. Equip. Ba_J_eny_y^J-/_s-___f4jDv l ine -~ 13,500 

-

PiiinpijigJLLait D---120 , 4,200 
Rods - 1,500 
Pump Ji ..Accessories - 3,000 

-

se exist ing Tank Battery TOTALTANGIBI .ES - 47,100 
-

TOTAL ESTIMATED COST 122,500 129,400 251,900 

-

P i e p a i f d By 


