STATE OF NEW MEXI™O
ENERGY AND MINERALS L. ARTMENT
OIL CONSERVATION|DIVISION
BEFORE EXAMINER CATANACH

OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING

CALLED BY THE OIL CONSERVATION Methon EXHIBIT NO /¢
DIVISION FOR THE FPURPOSE OF _— L .
CONEIDERING: R

CASPE—Ne—5566

Order No. R-B82E2
AFPLICATION OF MARATHON OIL COMPANY
FOR COMPULSORY POOLING, LEA COUNTY,
NEW MEXICO.

ORDER OF THE DIVISICN

EY THE DIVISION:

This cause came on for hearing at 8:15 a.m. on August 6,
1986, &at Santa Fe, New Mexico, before Examiner Michael E.
Stogner.

NOW, on this 21st day of August, 1986, the Division
Director, having considered the testimony, the record, and the
recommendations of the Examiner, and being fully &adévised in the
Eremises,

FINDS THAT:

{1) Due public notice having been given as reagu by
‘aw, the Divisicon has Jurisdicticn of this czuse ar

!
ulztect meatter thereof.

iired
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(2) The agplicent, Marathon 0il Ccmpany, seeks an order
pcolinc all mineral interests from the surface tc the base oI
the Siluro-Devonian formation underlying the SE/4 SE/4 (Unit P)
cf Section 14, Township 16 South, Range 38 East, NMPM, Lea
Ccunty, New Mexico.

{3) Prior to the hearing James 2. Davidson, whe Owns
38.125 percent interecst in the abcve-described unit, reguested
twsc week continuance of this case.

o}

(4) his recuest was denied 1inasmuch acs the epplicant
provided preoper notification pursuent to Division General Rule
1207 (a)1. &and 1207 (b).

(%) James A. Davidson was represented at the time of the
hearing and objected to said pooling epplication.

(€) The applicant has the ricght to drill and propocses to
drill a well at a standard oil well location thereon.
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(7) There are interest owners in the proposed proraticn
unit who have not agreed to pocl their interests.

(2) To eveid the cdrilling of unnecessary wells, tc
protect correlative rights, to avoid waste, and to afforc the
owrner of each interest in said unit the oppecrtunity to recover
or receive withcut unnecessary expense his just and fair shar
cf the o0il in any pocl completion resulting from this orcer,
the subject application should be approved by pocling adl
mineral interests, whatever they may be, within said unit.

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

(10) Any non-consenting working interest owner shculc be
affordecd the opportunity to pay his share of estimated well
ccsts to the operator in lieu of paving his share of reascnekble
well costs out of production.

(1) Any non-consenting working interest owner who CCes
ey his share of ectlm“teo well costs should have withhe
m production his share cf the reasonable well costs pl
acditicnal 200 percent thereof as a reasoneble charge fcr cthe
risk involved in the drilling of the well.

(12) Z2Zny non-ccnsenting 1interest owner cshould be effcried
the orportunity to cbject tc the actual well cocsts but
actual well costes should be acopted as the reasonakle well
costs in the absence of such objection.
(12) Fcllowing determination of reascnakle well costs, any
cornsenting working interest owner who has paic his srare ci
mated costs shoulc pay to the cperator any amcunt tTnz:
nc shcoulilc

ve from the operator any amount that paild estimztes we

nen-
esta
reascnakle well costs exceed estimated well costs
receiv

costs exceed reasonable well costs.

(14) $4598.00 per mcnth while drilling and $459.CC rpe
month while producing should be fixed as reasoneakble ch S
supervicsicn (combined fixed retes); the cperator shcul

authorizec to withhold from production the proporticnate <
cf such supervisicn charges attributable tc each reon-cornsonting

working interest, and in eaddition thereto, the operatcr srculc

be authorized tc withhold from production the proportionzte
share of actual expencitures recuired for operating the suizect
well, not in exceses c¢f what are reascrable, attributable zo
eazch non-consenting working interest.

(15) All proceedes from production from the sub L

— .
w M

which are not dicsbursed fcr any reacon chould be p
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escrow to be paid to the true owner thereof upon demand and
proof of ownership.

(1¢€) Upon the failure cf the cperaztcr cf said pCﬁlec urnit
to commence drilling of the well to which said unit 1s
dedicated on or before November 15, 1286, the order pooling
said unit should become null and void and of no effect
whatsoever.

(17) Should all the parties to this forced pooling reach
voluntary agreement subseguent to entry. of this order, this
order shall thereafter be of no further effect.

(18) The operator of the well and unit shall nctify the
Director of the Division in writing of the subsequent voluntary
agreement of all parties subject to the forced poocling
provisions of this order.

1T IS THEREFORE GCRDERED THAT:

(1) All mineral interests, whatever they may be, from the
surface to the base of the Siluro-Devonian formation uncderlyinc
the SE/4 SE/4 (Unit P) of Section 14, Township 16 South, Range
28 East, NMPM, Lea County, New Mexico, are hereby pooled to
form a standard 40-acre o0il spacing and proration unit to be
dedicated tc a well to be drilled at a standarc well lccaticn
therecn.

PROVIDED EOWEVER THART, the operator of szid unit cshall
commence the drilling of said well cn or before the fif teert'
day of November, 1%8€, and shall thereafter continue th
c¢rilling of said well with due diligence to a depth c=u ffic1ert
tc test the Siluro-Devcenian formation;

PROVIDED FURTHER THAT, in the event said operator does nct
commence the drilling of said well on or before the fifteenth
day of November, 1986, Orcering Paragraph No. (1) cf this orcer
shall be null and void and of ne—-effect whatscever, unless said
operator obtains a time extension from the Division fcr gcod
cause shown.

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

(2) Marathon 0il Company 1is tereby decsignated the
operator of the subject well and unit.
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(3) 2After the effective date of this order and within 90
days prior to commencing said well, the operator shall furnich
the Division and each known working interest owner 1in the
subject unit an itemized schedule of estimated well ccsts.

(4) Within 30 days from the date the schedule of
estimated well costs 1s furnished tc 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 reascnable well ccsts out of procducticon, and any such
owner who pavs his share of estimated well ccsts as provided
above shall remain liable for operating costs but shall not be
liable for risk charges.

(5) The cperator shall furnish the Division &nd each
known working interest owner an itemized schedule of actuzal
well costs within 90 days following completion cf the well; 1if
no objection to the actual well costs is received by the
Division and the Division has not objected “1th1n 45 davs
fecllowinc receipt of said schedule, the actuzl well costs shall
be the reacsonable well costs; provided however, if there is &
objectloﬁ to actual well costs within said 45-day pericé the
Division 111 cdetermine reacsonable well costes after publi
notice and hearing.

(6) Within 60 deys fcllowing determination cf reascnable
well cocsts, any non-consenting working interest owner whc has
paid hics share of estimated costs in advance as providecd zrove
sha’l pey to the operatcr his pro rata share cf the amocunt that
reascrneble well ccsts exceed ecstimated well costs ané chzll
receive Ifrom the operator his pro rata share ¢f the amcunt that
estimated well costs exceed reascnable well costs.

(7) The cperator 1is hereby authorized to withhold the

fcllewing costs and charcges from procduction:

() The pro rata share of reasonable well
ccsts attributable to each non-ccnsenting
working interest owner who has nct paid

o

iAo

30 days frcr the cate the <cchedule £
estimated well costs 1is furnished to ninm

(E) As a charge for the risk involved in the
drilling of the well, 200 percent c¢f the
pro rata share o©f reascnable well ccstis
attributable to each nor-ccnsenting
working interest owner who has not paid
his share of estimated well costs within
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30 days from the date the schedule of
estimated well costs is furnished to him.

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

(9) $4598.00 per month while cdrilling and $458.00 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 proporticnate share of actual
expenditures required for operating csuch well, not in
excess of what are reasonable, attributable to each
non-consenting working interest.

{10) Any unsevered mineral interest shall be
consicered a seven-eighths (7/8) working interest anc a
cne-eighth (1/8) royalty interest for the purpose cf
gllocating ccste and charges under the terms of this order.

{(11) Any well costs or charges which are tc be pzid
out of procuction shall be withheld ornly from the working
interest's share of production, and no costs or charces
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
immeclately be placed in escrow in Lea County, New Mexico,
tc be paid to the true owner thereof upon demand and proof
of ownership; the operator shell notify the Division of the
name and address of said escrow agent within 30 cays from
the date of first deposit with said escrow agent.

(13) Should all parties to this forced pooling reach
vcluntary agreement subsequent to entryv of this order, this
order shall thereafter be of nc further effect.

(14) The operator of the well and unit shall notify
the Director of the Division in writing of the subsequent
voluntary agreement of all parties subjlect to the forced
poolirng provisions of this order.

(15) Jurisdiction of this cause 1s 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

) ,
. '/7/// ’ C:_ % ;
L/j | Tl =T
R.”L. STAMETS,
Director
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