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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 TO 
CONSIDER THE APPLICATION OF: 

CASE NO. 8668 (Reopened) 

ORDER NO. R-8031-A 
DOYLE HARTMAN FOR COMPULSORY POOLING, 
LEA COUNTY, BEING REOPENED UPON THE 
APPLICATION OF HOWARD OLSEN TO RECONSIDER 
THE PROVISIONS OF DIVISION ORDER NO. R-8031 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on f o r hearing at 8:15 a.m. on September 
6, 1989, at Santa Fe, New Mexico before Examiner Michael E. 
Stogner. 

NOW, on t h i s 8th day of January, 1991, the Di v i s i o n 
Director, having considered the evidence as contained i n the 
record and the recommendations of the Examiner and being f u l l y 
advised i n the premises, 

FINDS THAT: 

(1) Due public notice having been given as required by 
law, the Di v i s i o n has j u r i s d i c t i o n of t h i s cause and the 
subject matter thereof. 

(2) Olsen f i l e d h is a p p l i c a t i o n to reopen t h i s case 
seeking s t r i c t compliance with Order No. R-8031 on August 17, 
1987. Olsen s p e c i f i c a l l y seeks enforcement of the Division's 
order r e q u i r i n g the submission by the operator of estimated 
w e l l costs p r i o r to d r i l l i n g , the e f f e c t of which w i l l enable 
him now to receive w e l l costs, challenge those costs and make 
a decision about whether or not t o j o i n the w e l l , knowing the 
productive a b i l i t y and approximate current payout status of 
the w e l l . 

(3) The pa r t i e s i n t h i s case, appearing by counsel, have 
submitted depositions and have s t i p u l a t e d t o a Chronological 
Statement of Key Facts, and there are no f a c t u a l disputes 
about the order of events. 
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(4) Howard Olsen did not appear and enter any objection 
at the o r i g i n a l compulsory pooling hearing held on July 31, 
1985, nor does he challenge the v a l i d i t y of the order. 

(5) Howard Olsen was a party force-pooled by Order R-
8031 i n t o a standard p r o r a t i o n u n i t i n the Langlie-Mattix 
Pool, being the SE/4 SE/4 of Section 23, Township 25 South, 
Range 37 East, NMPM, Lea County, New Mexico, upon the 
app l i c a t i o n of Doyle Hartman. 

(6) Doyle Hartman commenced d r i l l i n g the Carlson Federal 
No. 4 w e l l , (the "subject w e l l " ) , on said p r o r a t i o n u n i t on 
September 10, 1985, which i s a f t e r Case 8668 was heard but 
seventeen days p r i o r t o the entry by the D i v i s i o n of Order No. 
R-8031. 

(7) Although Hartman provided Olsen with an AFE f o r the 
subject w e l l p r i o r to the compulsory pooling hearing, he did 
not do so a f t e r the order was entered and at least t h i r t y days 
p r i o r t o d r i l l i n g the w e l l i n accordance w i t h the provisions 
of the order. 

(8) The uncontroverted evidence i s that Olsen was aware 
of Hartman's plans to d r i l l the subject w e l l and had entered 
i n t o negotiations t o s e l l h i s i n t e r e s t t o Hartman p r i o r to the 
d r i l l i n g of the w e l l , but he did not continue with those 
negotiations a f t e r the w e l l was d r i l l e d . There i s a d d i t i o n a l 
evidence th a t Olsen refused communications from Hartman 
regarding operations on t h i s w e l l . 

(9) Olsen did not f i l e h i s ap p l i c a t i o n to reopen u n t i l 
August 1987, almost two years a f t e r the w e l l was spudded. 

(10) I n October and November of 1987 a c e r t i f i e d public 
accountant retained by Mr. Olsen examined the f i n a n c i a l 
records of Doyle Hartman r e l a t i n g t o the costs of the subject 
w e l l . Olsen has not f i l e d any objection to the costs of said 
w e l l , and the actual w e l l costs should be determined to be 
reasonable. 

(11) The Div i s i o n w i l l normally require s t r i c t compliance 
wi t h i t s orders, but i t must r e l y on affected p a r t i e s to bring 
non-compliance to i t s a t t e n t i o n . 

(12) Olsen did not d i l i g e n t l y pursue his remedy although 
the evidence shows that he had substantive knowledge of 
s u f f i c i e n t information t o enable him to protect his i n t e r e s t s . 
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This f a i l u r e on his part to seek r e l i e f makes i t impossible 
fo r the D i v i s i o n t o compel s t r i c t compliance w i t h the terms 
of Order R-8031. 

(13) I t i s the i n t e n t of compulsory pooling orders 
entered by the D i v i s i o n t o give p a r t i e s pooled thereunder the 
opportunity to pay t h e i r costs and share i n the r i s k s and 
benefits of d r i l l i n g the w e l l , or i n the a l t e r n a t i v e t o allow 
those p a r t i e s paying the costs and taking the r i s k to be 
compensated f o r that r i s k . 

(14) I t i s not clear from the evidence that Olsen had a 
reasonable opportunity to p a r t i c i p a t e i n d r i l l i n g the w e l l , 
and he should be afforded the opportunity at t h i s time to pay 
his pro rata share of the w e l l costs and receive his pro rata 
share of the proceeds of production, i f he so elects to 
p a r t i c i p a t e . 

(15) Hartman has incurred and paid those costs 
a t t r i b u t a b l e t o Olsen's i n t e r e s t , and, considering the time 
that has passed because t h i s matter has not been d i l i g e n t l y 
pursued, i f Olsen elects to pay hi s pro rata share of we l l 
costs, he should compensate Hartman f o r the use of hi s money 
with a reasonable i n t e r e s t charge. 

(16) I f Olsen elects to pay his share of the costs of the 
w e l l , he should be e n t i t l e d t o receive h i s share of the 
proceeds of production together with reasonable i n t e r e s t 
thereon. 

(17) A reasonable rate of i n t e r e s t i s the rate provided 
for i n New Mexico statutes f o r i n t e r e s t on judgments. 

IT IS THEREFORE ORDERED THAT: 

(1) Order R-8031 s h a l l remain i n f u l l force and e f f e c t . 

(2) The actual w e l l costs incurred by Hartman are 
determined to be reasonable w e l l costs. 

(3) Applicant t o reopen t h i s case, Howard Olsen, may 
elect t o p a r t i c i p a t e i n the Carlson Federal No. 4 w e l l by 
paying to Doyle Hartman w i t h i n t h i r t y (30) days the pro rata 
share of d r i l l i n g , completion and operating costs of said w e l l 
as provided i n Order R-8031 a t t r i b u t a b l e to his i n t e r e s t , 
together with i n t e r e s t thereon from the date such costs were 
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incurred to the date of t h i s order at the rate of i n t e r e s t on 
judgments as set f o r t h i n New Mexico statutes. 

(4) I f Olsen elects to j o i n the w e l l and pays those 
costs t o Hartman, Hartman s h a l l , w i t h i n t h i r t y (30) days of 
de l i v e r y of such payment, account f o r and pay to Olsen the 
proceeds from production a t t r i b u t a b l e to Olsen's i n t e r e s t with 
i n t e r e s t thereon at the judgment rate from the date of receipt 
of such proceeds by Hartman, or from the date such proceeds 
were placed i n suspense by Hartman or any purchaser, t o the 
date of the d e l i v e r y of payment of costs by Olsen to Hartman. 

(5) I f Olsen f a i l s to pay his pro rata share of costs 
as provided herein, h i s i n t e r e s t s h a l l be deemed t o be non-
consent pursuant t o the provisions of Order R-8031. 

(6) J u r i s d i c t i o n of t h i s cause i s retained f o r entry 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. 

STATE OF NEW MEXICO 
OIL CONSERVATION DIVISION 

WILLIAM J. LEM. 
Director 
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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. 8668 
Order No. R-8031 

APPLICATION OF DOYLE HARTMAN FOR 
COMPULSORY POOLING, LEA COUNTY, 
NEW MEXICO.. 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on f o r hearing a t 8 a.m. on J u l y 31, 
1985, a t Santa Fe, New Mexico, before Examiner G i l b e r t P. 
Quintana. 

NOW, on t h i s _ _ 2 j 7 j t j 1 _ d a y o f September, 1985, the D i v i s i o n 
D i r e c t o r , having considered the testimony, the re c o r d , and the 
recommendations o f 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 
subject matter t h e r e o f . 

(2) The a p p l i c a n t , Doyle Hartman, 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 from the surface t c the base o f the 
L a n g l i e - M a t t i x Pool u n d e r l y i n g the SE/4 SE/4 of Section 23, 
Township 25 South, Range 37 East, NMPM, Lea 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 
to d r i l l a w e l l a t a standard l o c a t i o n thereon. 

(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 pool 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 o f 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 
to the owner of 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 
recover or recei v e w i t h o u t unnecessary expense h i s j u s t and 
f a i r share of the o i l i n any pool completion r e s u l t i n g from 
t h i s order, the sub j e c t a p p l i c a t i o n should be approved by 



-2-
Case No. 8668 
Order No. R-8031 

po 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 o p e r a t o r o f 
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 of estimated w e l l 
costs t o the operator i n l i e u o f 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 estimated 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 c osts 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 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 . 

(10) F o l l o w i n g d e t e r m i n a t i o n of 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 o f estimated costs should pay t o the operator any amount 
t h a t reasonable w e l l c osts exceed estimated w e l l c osts and 
should r e c e i v e from the operator any amount t h a t p a i d estimated 
w e l l costs exceed reasonable w e l l c o s t s . 

(11) $5,500.00 per month w h i l e d r i l l i n g and $550.00 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 operator 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 
operator 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 
o p e r a t i n g the s u b j e c t 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 . 

(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 of ownership. 
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(13) Upon the f a i l u r e of the ope r a t o r o f 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 
dedicated on or before January 1, 1986, the order p o o l i n g 
s a i d 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 what­
soever. 

(14) Should a l l the p a r t i e s t o t h i s f o r c e p o o l i n g reach 
v o l u n t a r y agreement subsequent t o e n t r y o f t h i s o r d e r , t h i s 
order should 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 . 

(15) The operator o f the w e l l and u n i t should n o t i f y the 
D i r e c t o r o f the D i v i s i o n i n w r i t i n g o f the subsequent vol u n ­
t a r y agreement of a l l p a r t i e s s u b j e c t t o the fo r c e p o o l i n g 
p r o v i s i o n s o f t h i s order. 

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, from 
the surface t o the base o f the L a n g l i e - M a t t i x Pool u n d e r l y i n g 
the SE/4 SE/4 of Section 23, Township 25 South, Range 37 
East, NMPM, Lea 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 d e d i ­
cated t o 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 ope r a t o r o f 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 said w e l l on or before the 1st day 
of January, 1986, 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 s a i d 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 t o t e s t 
the Queen f o r m a t i o n ; 

PROVIDED FURTHER THAT, i n the event s a i d operator does 
not commence the d r i l l i n g of s a i d w e l l on or before the 1st 
day o f January, 1986, Order (1) o f t h i s order s h a l l be n u l l 
and v o i d and of no e f f e c t whatsoever, unless s a i d 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 s a i d w e l l not be d r i l l e d 
t o completion, or abandonment, w i t h i n 120 days a f t e r commence­
ment t h e r e o f , s a i d 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 Order (1) o f t h i s order should not 
be rescinded. 

(2) Doyle Hartman 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 t o commencing s a i d w e l l , the operator s h a l l 
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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 s u 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 osts. 

(4) W i t h i n 3 0 days from the date the schedule o f 
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 
of estimated w e l l costs t o the o p 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 of p r o d u c t i o n , 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 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 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 i t e m i z e d schedule o f 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 o f t h e 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 t h e reasonable w e l l c o s t s ; provided however, i f 
there 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 hearing. 

(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 o 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 
paid h i s share of estimated costs i n advance as provided above 
s h a l l pay t o the operator h i s pro r a t a share of t h e amount t h a t 
reasonable w e l l costs exceed estimated w e l l costs and s h a l l 
r e c e i v e from the operator h i s pro r a t a share of t h e amount t h a t 
estimated w e l l costs exceed reasonable w e l l c o s t s . 

(7) The operator 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 costs 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 estimated w e l l costs w i t h i n 
30 days from the date the schedule o f 
estimated 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 o f the w e l l , 200 percent o f the 
pro r a t a share of reasonable w e l l c o s t s 
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 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 f u r n i s h e d t o him. 
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(8) The operator 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) $5,500.00 per month w h i l e d r i l l i n g and $500.00 per 
month whiles 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 
aut 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 operator 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 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 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 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 of a l l o c a t i n g costs and 
charges under the terms o f t h i s order. 

(11) Any w e l l costs or charges which are t o be paid 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 only from the working 
i n t e r e s t ' s share o f 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 disbursed f o r any reason s h a l l immediately be 
placed i n escrow i n Lea County, New Mexico, 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; the 
operator 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 
of 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 eposit w i t h s a i d escrow agent. 

(13) Should a l l the p a r t i e s t o t h i s f orced p o o l i n g reach 
v o l u n t a r y agreement subsequent t o e n t r y o f t h i s o r d e r , t h i s 
order s h a l l t h e r e a f t e r be o f no f u r t h e r e f f e c t . 

(14) The operator o f 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 o f the subsequent v o l u n ­
t a r y agreement of a l l p a r t i e s s u b j e c t t o the f o r c e p o o l i n g 
p r o v i s i o n s o f t h i s order. 

(15) J u r i s d i c t i o n o f 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. 
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DONE a t Santa Fe, New Mexico, on the day and year 
hereinabove designated. 

STATE OF NEW MEXICO 

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

S E A L 

f d / 


