STATE OF NEW MEXICO _
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT

OIL CONSERVATION DIVISION

BRUCE KING
GOVERNOR

POST OFFICE BOX 2088
STATE LAND OFFICE BUILDING
SANTA FE, NEW MEXICO 87504
1505) 827-5800

March 29, 1991

MONTGOMERY & ANDREWS
Attorneys at Law

P. O. Box 2307

Santa Fe, New Mexico 87505

RE: CASE NO. 9582 and CASE NO. 10266
ORDER NO. R-8872-A and ORDER NO. R-9478

Dear Sir:

Enclosed herewith are two copies of the above-referenced Division order recently entered in the
subject case.

Sincerely,

Florene Davidson
OC Staff Specialist

FD/sl

cc: BLM - Carlsbad
William Carr
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RE: - J#n
@ ' Eina Oil and Chemical
: ' X ompany -
ul F‘FR 78 Fﬂ 9 28 6 Desta lgrive, Suite 4400

Midland, Texas 79705

e
w0

P.O. Box 2990

Midland, Texas 79702

(915) 688-0600
CERTIFIED MAIL /.
RETURN RECEIPT REQUESTED 2 /L £

v éme
april 15, 1991 . U / Y2

Marathon 0Oil Company : P
125 West Missouri ' -

Midland, Texas 79701

Attn: Mr. Randall Wilson
Land Department

Re: AFE for drilling of the
Kemnitz Deep Com Well #1
E/2 of Section 28, T-16-S,
R~34-E, NMPM, Lea County,
New Mexico
F-LS-NM-2973-000

Gentlemen:

As you are aware, Fina 0il and Chemical Company filed an
application with the 0il Conservation Commission to force pool
your 50% leasehold interest in the NE/4 of Section 28 for
drilling of the captioned well.

The compulsory pooling hearing on this matter took place on
March 21, 1991 and an order was subsequently issued on March 29,
1991. A copy of the order has been enclosed with this letter for

your review.

As per the terms of the order, enclosed please find Fina 0il
and Chemical Company's AFE for the drilling, testing and
completing of this well. Under Article (4) of Page 4 of the
order, Marathon has 30 days from the date of receipt of the AFE
in which to pay their share of the estimated well costs of

drilling the proposed well.



Please apprise

as possible.

Enclosures

ccC:

Conoco Inc.
Conoco Plaza
10 Desta Drive
Midland, Texas

Fina of your decision in this matter as

Very truly yours,

e /
=y ! 7 e
7 LA L~ Al ‘K,L_/

Kevin T. Pfister/
Staff Landman

e

79705

Attn: Mr. Mike Johnson

State of New Mexico

Energy, Minerals and
Natural Resources Department
0il Conservation Division

P. O. Box 2088

Santa Fe, New Mexico 87504
Attn: Mr. Michael E. Stogner

soon



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:

CASE NO. 10266
ORDER NO. R-9478

APPLICATION OF FINA OIL AND CHEMICAL
COMPANY FOR COMPULSORY POOLING, LEA

fi )
COUNTY, NEW MEXICO. ~ECEIVED.;
ORDER OF THE DIVISION APR 1 1991
20M
BY THE DIVISION: Oy ET AL

This cause came on for hearing at 8:15 a.m. on March 21, 1991, at Santa Fe, New
Mexico, before Examiner Michael E. Stogner.

NOW, on this 594 day of March, 1991, 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, Fina Oil and Chemical Company, seeks an order pooling
all mineral interests below a depth of 10,907 feet, underlying the E/2 of Section 28,
Township 16 South, Range 34 East, NMPM, Lea County, New Mexico, forming a
standard 320-acre gas spacing and proration unit for any and all formations and/or pools
within said vertical extent developed on 320-acre spacing, which presently includes but
is not necessarily limited to th South Kemnitz Atoka-Morrow Gas Pool.

(3)  The applicant has the right to drill and proposes to drill a well at a
standard gas well location thereon.

(4)  There are interest owners in the proposed proration unit who have not
agreed to pool their interests.



Case No. 10266
Order No. R-9478
Page No. 2

(5) To avoid the drilling of unnecessary wells, to protect correlative rights, to
prevent waste and to afford to the owner of each interest in said unit the opportunity to
recover or receive without unnecessary expense his just and fair share of the gas in any
pool resulting from this order, the subject application should be approved by pooling all
mineral interests, whatever they may be, within said unit.

(6)  The applicant should be designated the operator of the subject well and
unit.

(7) Any non-consenting working interest owner should be afforded the
opportunity to pay his share of estimated well costs to the operator in lieu of paying his
share of reasonable well costs out of production.

(8)  Any non-consenting working interest owner who does not pay his share of
estimated well costs should have withheld from production his share of reasonable well
costs plus an additional 200 percent thereof as a reasonable charge for the risk involved
in the drilling of the well.

(9)  Any non-consenting interest owner should be afforded the opportunity to
object to the actual well costs but actual well costs should be adopted as the reasonable
well costs in the absence of such objection.

(10) Following determination of reasonable well costs, any non-consenting
working interest owner who has paid his share of estimated costs should pay to the
operator any amount that reasonable well costs exceed estimated well costs and should
receive from the operator any amount that paid estimated well costs exceed reasonable
well costs.

(11)  $5200.00 per month while drilling and $520.00 per month while producing
should be fixed as reasonable charges for supervision (combined fixed rates); the
operator should be authorized to withhold from production the proportionate share of
such supervision charges attributable to each non-consenting working interest, and in
addition thereto, the operator should be authorized to withhold from production the
proportionate share of actual expenditures required for operating the subject well, not
in excess of what are reasonable, attributable to each non-consenting working interest.

(12) 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
upon demand and proof of ownership.
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(13) Upon the failure of the operator of said pooled unit to commence drilling
of the well to which said unit is dedicated on or before July 1, 1991, the order pooling
said unit should become null and void and of no further effect whatsoever.

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

(15) The operator of the well and unit should notify the Director of the
Division in writing of the subsequent voluntary agreement of all parties subject to the
force-pooling provisions of this order.

IT IS THEREFORE ORDERED THAT:

(1)  All mineral interests, whatever they may be, below a depth of 10,907 feet,
underlying the E/2 of Section 28, Township 16 South, Range 34 East, NMPM, Lea
County, New Mexico, are hereby pooled to form a 320-acre gas spacing and proration
unit for any and all formations and/or pools within said vertical extent developed on
320-acre spacing, which presently includes but is not necessarily limited to the South
Kemnitz Atoka-Morrow Gas Pool, said unit to be dedicated to a well to be drilled at a
standard gas well location thereon.

PROVIDED HOWEVER THAT, the operator of said unit shall commence the
drilling of said well on or before the 1st day of July, 1991, and shall thereafter continue
the drilling of said well with due diligence to a depth in excess of 10,907 feet.

PROVIDED FURTHER THAT, in the event said operator does not commence
the drilling of said well on or before the 1st day of July, 1991, Decretory Paragraph No.
(1) of this order shall be null and void and of no effect whatsoever, unless said operator
obtains a time extension from the Division for good cause shown.

PROVIDED FURTHER THAT, should said well not be drilled to completion,
or abandonment, within 120 days after commencement thereof, said operator shall
appear before the Division Director and show cause why Decretory Paragraph No. (1)
of this order should not be rescinded.

(2)  Fina Oil and Chemical Company is hereby designated the operator of the
subject well and unit.
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(3)  After the effective date of this order and within 90 days prior to
commencing said well, the operator shall furnish the Division and each known working
interest owner in the subject unit an itemized schedule of estimated well costs.

(4)  Within 30 days from the date the schedule of estimated well costs is
furnished to him, any non-consenting working interest owner shall have the right to pay
his share of estimated well costs to the operator in lieu of paying his share of reasonable
well costs out of production, and any such owner who pays his share of estimated well
costs as provided above shall remain liable for operating costs but shall not be liable for
risk charges.

(5)  The operator shall furnish the Division and each known working interest
owner an itemized schedule of actual well costs within 90 days following completion of
the well; if no objection to the actual well costs is received by the Division and the
Division has not objected within 45 days following receipt of said schedule, the actual
well costs shall be the reasonable well costs; provided however, if there is an objection
to actual well costs within said 45-day period the Division will determine reasonable well
costs after public notice and hearing.

(6)  Within 60 days following determination of reasonable well 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 well costs exceed estimated well costs and shall receive from the operator his
pro rata share of the amount that estimated well costs exceed reasonable well costs.

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

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

(B) As a charge for the risk involved in the
drilling of the well, 200 percent of the pro
rata share of reasonable well costs
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attributable to each non-consenting working
interest owner who has not paid his share of
estimated well costs within 30 days from the
date the schedule of estimated well costs is
furnished to him.

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

(9)  $5200.00 per month while drilling and $520.00 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
addition thereto, 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.

(10) 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.

(11)  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.

(12) All proceeds from production from the subject well which are not
disbursed for any reason shall be placed in escrow in Lea County, New Mexico, to be
paid to the true owner thereof upon demand and proof of ownership; the operator shall
notify the Division of the name and address of said escrow agent within 30 days from the
date of first deposit with said escrow agent.

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

(14) The operator of the subject well and unit shall notify the Director of the
Division in writing of the subsequent voluntary agreement of all parties subject to the
force-pooling provisions of this order.

(15) Jurisdiction of this cause is retained for the entry of such further orders
as the Division may deem necessary.
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DONE at Santa Fe, New Mexico, on the day and year hereinabove designated.

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

L_/‘\Q_Q_&A_P—& /
. /
Vi

WILLIAM J. LEMf‘é
Director

Sk .



FING OIL & CHEMICAL COMPANY
Authorization For ExpenditureiCopes

well Nape: ¥eanitz Fed Comw ¥ Cperator: Fina

_—
.
184

Fuocnet Cat:Eyploration
cocation: Sec 28, T-14-8, ®-M4E Survey:

Divisipn: West Tevas
Type Wellifas
Ha

Atoka-Morrow

LBt RS FEL

L4Lb FEL
IRILLING SECTION IRY HOLE
INTANGIRLE WELL COSTS o

03 Footage Drilling 13100 FtE 2025 $/Ft 778
301 Daywork Driiling 3 Days 4600 $/Dy 3
301 Turnkey Drilling

301 Rig Mobilization

106 Company Lator {2
07 Contract Labor

228 Trucking

T34 Loration/Site Evpense 2

T3t Environsental Protection/Safety E;
342 Surface Damage )
150 Fuel ¥ Lubricants

I5E Divectional Surveys, Toois, ¥ Equip
7%k Bits, Reamers, and Stabilizers

T57 Drilling Fluid % Chealcais

T5b Non-controilable Supplies

365 Durface Rental Equipsent 7
366 Subsurface Rental Equipment
373 Lorrosion Control/Treating

37t Cesent % Services Y]
T77 Mud Logging, MWD Fors Eval to

578 Caring & Core Analysis
378 Formation Testing(DST &

783 Open Hole Logging 4
384 Contingency & __ {in decimal) 0
390 Adninistrative Overhead 3
SUBTOTAL INTANGIBLE $478
TANGIBLE WELL COSTS
* 401 Cond Csg e $/5t 0
407 Surf Csg 13 3/8" 400 4@ 25,26 $/ft {1
47 Inter 0sg 9 3/3° 4400 F4@ 14,12 $/ft 74
407 Inter {sg 8 $/8¢ 0
405 Liner tté $/ft 0
404 Tie-Back fta $/ft 0
413 Inspect/Test Casing
473 Subsurface Equipeent
437 Packers
44) ¥ellhead Equipsent 14
SUBTOTAL TANGIBLE 9
TOTAL DRILLING COSTS $571
FLUG & ABANDON EXPENSE
TOTAL DRY WOLE COST $377
COMPANY DECIMAL EST CosT
Fina 3,730 $269
$0
$)

od Bv: Jou tﬁv;mnw Date: 24590

Frengr

Franarad By: Date:
dpproved: Date:
&nnroved: Date:
Spproved: Date:
Gect doproval: fate:

Dates 14 Bec 90 Fina AFE &
District:sll [ast Center: 430

™ 110 FLN ¥

Daysy  47410=37  (ounty/Staterisa, N

COMPLETION SECTION PRODUCER
INTANGIELE WELL C0S7S ™
Zid Rig Mobilization
26 Compary Latbor 3
207 Cantract Lahor
226 Trucking 3
23 ocation/Site Expense )
250 Fuel & Lubricants
25h Hits, Feamers, and Shabilizers
238 Non-Controllable Supplies
265 Surface Rental £suipment !
266 Subsurface Rental Equipment 2
270 Comp Umit 10 Days ¥ 1200 3Dy 12

272 Toiled Tubing & Nitrogen

274 Completion Fluids{later’ i

7% Reidizing 3

275 Cement ¥ Services Y]

279 Fracturing

280 Pervorating 12

282 well Testing/BP 3

287 Cased Hoie Logs 2

284 Contingency & 10%{in decisall 1]

SUBTOTAL INTANGIRLE $112

TANGIBLE WELL COSTS

404 Prod Csg § 1/2° 13100 #4 14,03 ¢/4¢ 184

404 Frod Csg tta $/ft 0

410 Tubing 2 7/8" 12830 ft@ 7.94 ¢/t 102

41 Tubing ftd /5t ]

413 Inspect/Test Tubulars(Torque Turn)

425 Sucker Rds e §/¢t 0

4235 Sucker Rds ft@ $/6t )

475 Sucker Rds #a $/5t )

433 Subsurface Equipsent

437 Packers 5

479 Subsersible Pusps

44! Tubing/Christeas Tree 4

442 Tubing Head

430 Pusping Unit & Components

457 Satety/Environsental Equipaent

457 Surface Eg Installation

4bh Coapressors

468 Dehydration

sutharized signature:

4§49 Elsctrical Systes
470 Separator/Treating Equipment
472 Surtace Flowline 3

473 Injection Pump
474 LALT Unit
477 Tanks 18
479 WD Equipment
480 bas Production Unit 22
481 Meter Run & Controls ' 3
SUBTOTAL TANGIBLE 385
TOTAL COMPLETION COST $457
TOTAL DRILLING X COMPLETION TOST $1,074
RORTICIPANT APPROVAL:
Loapany: Date:

Name and Title:




STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT

OiL CONSERVATION DIVISION

BRUCE KING POST DFFICE BOX 2088
GOVERNOR STATE LAND OFFICE BUILDING
SANTA FE, NEW MEXICO 87504
(505) B27-5800

June 25, 1991

CAMBELL & BLACK
Attorneys at Law

P. O. Box 2208

Santa Fe, New Mexico 87504

RE: CASE NO. 10266
ORDER NO. R-9478-A

Dear Sir:

Enclosed herewith are two copies of the above-referenced Division order recently entered in the
subject case.

Sincerely,

Lprong  Lavidor-

Florene Davidson
OC Staff Specialist

FD/sl

cc: BLM Carlsbad Office
Perry Pearce




