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BEFORE THE
NEW MEXICO OIL CONSERVATION DIVISION
SANTA FE, NEW MEXICO
MAY 3, 1978

EXAMINER HEARING

IN THE MATTER OF:

Application of Yates Petroleum
Corporation for compulsory '
pooling and an unorthodox gas
well location, Eddy County,
New Mexico.

Case 6216
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BEFORE: Daniel S. Nutter, Examiner.

TRANSCRIPT OF HEARING
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For the New Mexico 0il Conservation Division:

Lynn Teschendorf, Esq.
legal Counsel for the Division
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Joel Carson, Esgq.
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MR. NUTTER: We call next Case 6216.

MS. TESCHENDORF: Case 6216. Application
of Yates Petroleum Corporation for compulsory pooling and
an unorthodox gas well location, Eddy County, New Mexico.

MR. CARSON: Mr. Examiner, I am Joel Carson,
Losae, Carson & Dickerson, P.A., Artesia, New Mexico,
appearing on behalf of the Applicant. I have two witnesses.
First, Mr. Randy Richardson and second, Mr. Jerry Bcok. If
the witnesses could please be sworn.

(WHEREUPON, the witnesses were sworn.)

MR. CARSON: By way of a little preliminary
explanation, Mr. Examiner, in this hearing Yates
Petroleum Corporation sought to abandon its original
dedication of the east half of an east half proration unit
and seek an unorthodox south half proration unit, as well
as to force pool a non-consenting interest owners.

At the time that I prepared this petition
I asked in case of the forced pooling application that we
be granted a 200 percent penalty and the regular things
that are asked for in the fcrced pooling. But for reasons
which will become apparent in;a minute, we no longer seek
the penalty.

I call Mr. Richardson first to testify in

LANPHERE REPORTING SERVICE
P.0.BOX 449
58 SOUTH FEDERA). PLACE
SANTA FE, NEW MEXICO 87501
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connection with the forced pooling aspect of this matter
and then we will'follow with Mr. Book as far as the
unorthodox location.

MR. NUTTER: So in effect, what y§u‘re
doing is amending your application to delete the request
for the 200 percent penalty, for those interests that donf§
pay in advance?

MR. CARSON: Yes, sir. That's correct.

RANDOLPH M. RICHARDSON

the witnhess herein, having been previously sworn,
was examined and testified as follows:

DIRECT EXAMINATION

BY MR. CARSON:

Q Would you state your name, please?

A Randolph M. Richardson.

é Mr. Richardson, by whom are you employed?
A I'm independent, I am an attorney, New

Mexico attorney and I am employed primarily in unitizatioxi
and joint operation work by several different companies. |
In this case I was employed by Yates Petroleum Corporation
to form the Stinking Draw Unit.

Q Mr. Richardson, are you acquainted _wit.h

Yates' application to force pool some non-consenting intej:est

LANPHERE REPORTING SERVICE
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owners in the south half?
-~ A Yes, I am,

Q Would you explain to the Court the reason
for the force pooling application and what Yates seeks to
do?

A - The record title is a Federal of the south-
west quarter of Section 10, is a Federal oil and gas lease.
4 ’ The record title of which is in the name of several members
of the Duncan family and a 1 percent owners of the record
b ~ | title is in a coma in a hospital in Oklahoma and literally
is physically incapable of executing a unit agreement or

any other type of instrument that would permit his interest

-

to the Stinking Draw Unit.

/ And the USGS cannot recognize the lease
E as being committed to the unit unless a full 100 percent

of the record title does join and commit to & unit. And

the working interest, the operating rights and working
‘, interests are owned by Great Western Drilling Company and
Davoil, Incorporated. And they have committed to the

lease to the unit and 99 percent of the record title has

(o

been committed to the unit.
But the lease was due to expire May 31st

and the initial test well on the unit is a direct offset to

.,
-

LANPHERE REPORTING SERVICE
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this particular lease. And as a result the unit will not
extend the lease because the lease is not committed to the
unit, due to record title not beiné 100 percent committed.

So the force pooling order by the
Conservation Commission will enable the proration unit
to be drilled and willrextend the Federal lease.

Q Mr. Richardson, is it your understanding
that the family of Mr. Duncan does not want to have a
guardian appointed or have him declared incompetent for
personal reasons?

A Yes, we have discussed several times and
Yates was willing to have a New Mexico gquardian appointed
and have the guardian join the unit. And we were advised
that the Duncan family would not allow that. That they
had rather, in effect, lose the Yates and lose the acreage
rather than go through the turmoil of haVing a guardian
appointed.

It apparently has come up several times in
different states with family, apparently are very
emotionally involved in this young man's condition and the
idea seems to be that if they do have a guardiam appointed
will then they are conceding or admitting that he probably

never will recover. And they don't want to take that step,

LANPHERE REPORTING SERVICE
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and as their land man advised, in this case their emotional
involvement has outweighed their better business sense.

0 But they have no objection to the force

pooling application?

A No. They have requested, by letter, that

the lease be permitted to the unit and the 929 percent of

the record title, has requested and has advised that they
would be responsible for this 1 percent interest ownéd by
the incompetent 1 percent owner in the hospital.

There again, we're tied up with Federal
regulations as to lessee of record and if the BLM, even

though the BLM would recognize a request by the other 99

percent owners, they're committing that lease to the unit,

it would probably take us a listers opinion and would be
somewhat contrary to Federal BLM regulations.

0 And because Mr, Duncan has no revenue
interest in this well there's--Yates does not seek the
;penalty for his proportionate cost of drilling the well,
nor the cost of supervision or handling the producing well,
:is that correct? |

A That is correct. He has bare record title,

jlessee of record with 1 percent interest and all operating

?:rights are owned by Great Western ‘and Davoil Company.

LANPHERE REPORTING SERVICE
’ P.0.BOX 449 -
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MR. NUTTER: Mr. Richardson, excuse me.
wWould this Duncan 1 percent interest be conéidered as a
rovalty intarest then or an overriding royélty or ag a
carried werking interest?
MR. RICHARDSON: It is a r;cord title
interest only. He does have a percentage, I think 1 percent
.0of 9.375 percent overriding royalty. It's{a real unusual
situation.

MR. NUTTER: And you said he has no
monetary interest in the drilling of the well. You mean
he doesn't have to participate in paying for the well?

MR. RICHARDSON: No, he does not.
MR. NUTTER: So he's not a working interest
in this?

MR. RICHARDSON: He's not a working interest
owner.

MR. NUTTER: Okay.

MR. RICHARDSON: It's a peculiar Federal
regulation. It's something that you do noﬁ really, I'd say,
encounter on State leases or patented leases and fee lands.
You can own a Federal lease, naked, bare, iegal title to
the‘lease and not have a2ny operating righté or working
interests in the lease.

LANPHERE REPORTING SERVICE'
P.0. 80X 449 ;
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MR. NUTTER: Well, then shouldn't the

-~ application actually be amended. I notice that the legal

notice for the case savs, "Also to be considered would be l
the cost of drilling and completing said well and the

allocation of the cost thereof, as well as actual operating

e

cost and charges for supervision. Also to be considered

Qill be designation of Applicant as operator of the well
’1 and a charge for ri#k involved in drilling said well."
Now, I think everything I read there
- should be deleted except for designation of Applicant
as operator of the well, should it not be?

MR. RICHARDSON: I think the order should

say that. I don't think it needs to be readvertised.

MR. NUTTER: No, I'm sure of that because

the ad is all-inclusive and we have narrowed the scope of
5 the ad, certainly. But we won't be considering the cost
of drilling the well or completing the well and the

F alleccation of ﬁhose costs. We won't be considering actual
operating cost or charges for supervision.

MR. RICHARDSON: That's correct, you will

J

not.
MR. CARSON: Does the Examiner have any

—-4j further questions of Mr. Richardson?

LANPHERE REPORTING SERVICE
£.0.BOX 449
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MR. NUTTER: I think not. You may be

MR. CARSON: I next call Mr, Jerry Book.

GERALD W. BOOK

the witness herein, having been previously sworn,

BY MR. CARSON:

time?

acceptable to the new Division?

~was exanined and testified as follows:

DIRECT EXAMINATION

Would you state your name, please?
Gerald W. Book.
Mr. Book, by whom are you employed?

Yates Petroleum Corporation of Artesia,

In what capacity?
I'm a geologist, as a geologist.

Have you previously testified before the

'0il Conservation Commission?

Yes, I have.

Were your credentials acceptable at that

Yas.

MR. CARSON: Are the credentials now

LANPHERE REPORTING SERVICE

P. O. BOX 449
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MR. NUTTER: Yes, they are.
~ Q (By Mr. Carson) Mr. Book, I hand you
whatihas been marked as Applicant’s Exhibit No. 1 and agk
you to identify it.

A Exhibit No. 1 is a land plat showing the
h proposed location and ‘its relationship to the surrounding
acreage. The proposed location is 1383 from the south
line, 695 from the east line in Section 10, Township 21

1 south, Range 22 East in Eddy County, New Mexico.

~ Q Was that exhibit prepared by you and under

your supervision?

, A “Yes, it was.

: L : oyt 3 ) )

: Q I refer you to Applicant’s Exhibit No. 2 -~ |-
and ask if that exhibit was prepared by you or under your
supervision?

q 0 -

A Yes, it was.
Q Would you explain to the Commission what it
ig?
a Exhibit 2 is a aerial map showing well
| locations, indicating dry holes and producing wells and
~ the horizon of produ%tion. Structural contours, in solid
»-
lines, are drawn on % Lower Canyon Limestone marker and
_h —l show what is believed to be the structural cohfiguration of
LANPHERE REPORTING SERVICE
’ P.0. BOX 449
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the area.

Dotted isopach shows the varying thickness
of an intarval batwsen tha ton of the morrow clagtic! and
the Austin marker of Upper Missijssippian lineage. Between
these itwo markers an unconformit:y is present.

The interpretation of the isopach work is
that an anomalous thickening, varying from the regional
trends, is intezpretated as indicatiné a paleo channel
system in the morrow and indicatgs the existence of
morrow channel sands.

Such a thickening does occur in the area

show in Exhibit 2. It is defined by the 340 foot isopach

. - - P S WP I - SR, S - | SR 2 s S
~-gontour. The existence 0f channels in this thick is

evidenced to the south in the Yates Petroleum Little Indian
Basin Well in Section 36, 21 soufh, 22 east and the
Hanagan Wigw@ Well in Section 31, 21 scuth, 23 east.

It is postulated that other channels are
present in this thick and that the proposed locat‘ion'»of
the Stinking Draw Unit No. 1,. the location of the Stinking
Draw Unit No. 1 has the best chance of encountering i:hese
thicker morrow channal sands and with the str‘uctu‘ralA "
position of this location, the well has the possibility

of being a prolific producer.

LANPHERE REPORﬁNG SERVICE
P.0. BOX 449
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1f such a well ié encountered, changing
the spacing unit to the sbutlf:x half allows further

development along this trend.

©

Mr. Book, I tf\and j.you Applicant's Exhibit

No. 3 and ask if that was prefparéd by you or under your

supervision?
A Yes, it was.
Q Would you exﬁlainf that to the Commission?
A It's a stratigraphic Cross Section shown on

Exhibit 2, it shows the corrélation of the interval that
was isopached.
Q Mr. BOOK, infyour opinion, will the

i

ord to Applicant

Q
)
n!
[
[«]
L
=
[+ 1}
h
Hh

approval of this applic
opportunity to produce its jﬁst and equitable share of gas,.
will it prevent economic 1os; caused by the drilling of
unnecessary Qells, avoid the; augmentation of risk arising
from the drilling of an excessivé number of wells and
otherwise, preveﬁt waste andgprofiect correlative rights?
A Yes. | |

MR. CARSON: %Does the Examiner have any
questions of Mr. Book? | :

MR. NU'TTER: Mr. Book, the drilling permit

has been filed for the well, | is €hat correct?
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MR. BOOK: Yes, it has.

MR. NUTTER: And the east half was
dedicated to the well with the drilling permit?

MR. BOOK: Yes, it was.

‘H MR. NUTTER: And now you're proposing that

you would dedicate the south half of Section 10 to the well?
MR. BOCK: Right.
i MR. NUTTER: Has drilling commenced on
the well?
MR. BOOK: We have a cable tool rig on
the weil right now and I believe it's 115 feet or so, as
of yesterday.
i MR. NUTTER: And on receipt of an order
pooling the south half, presumably you would file a
new plat dedicating the south half of that?
| MR. BOOK: Yes.
MR. NUTTER: Are there any further questions
of Mr. Book? You may be excused.
Do you have anything further, Mr. Carson?
MR. CARSON: No, sir.
MR. NUTTER: Does anyone have anything

they wish to offer in Case No. 62162

LANPHERE REPORTING SERVICE
P.0. BOX 449
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We will take the case under advisement.

(WHEREUPON, the hearing was

concluded.)
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and reduced to typewritten transcript by me or under my
_ supervision.
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STATE OF NEW MEXICO

ENERGY anD MINERALS DEPARTMENT

OIL CONSERVATION DIVISION

JERRY APODACA ' POST OFFICE BOX 2088

GOVERNOR STATE LAND OFFICE BUILOING
, _ : SANTA FE, NEW MEXICO 87501

NICK FRANKUIN May 10, 1978 (505! 827.2434

BGECRETARY

| Re: CASE NO. 6216
Mr. Joel Carson ORDER NO. R=3723

Losee & Carson

Attorneys at Law

Post Office BoxX 239 : .
Artesia, New Mexico 88210 Appllcapt.

vates Petroleum Corporation

Dear Sir:

Enclosed herewith are two copies of the above—referenced

pivision order recently entered 1in the subject case.

Director

JDR/fd

copy of order also sent to:

Hobbs OCC X
. g
Artesia 0CC

aztec 0OCC

Other
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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. 6216
Order No, R-5723

i

| APPLICATION OF YATES PETROLEUM

|l CORPORATION FOR COMPULSORY POOLING
|AND AN UNORTHODOX GAS WELL LOCATION,
' EDDY COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION!

This cause came on for hearing at 9 a.m. on May 3, 1978,

at Santa Pe, New Mexico, before Examiner Daniel S. Nutter.

NOW, on this 9th day of May, 1978, the Division
Director, having considered the testimony, the xecord, and the
recommendations of the Examiner, and being fully advised in the
premises,

FINDS:

(1) That due public notice having been given as required
by law, the Division has jurisdiction of this cause and the

isubject matter thereof.

(2) That the applicant, Yates Petroleum Corporation, seeks
an order pooling all mineral jinterests in the Wolfcamp and
Pennsylvanian formations underlying the §/2 of Section 10, Town-
ship 21 South, Range 22 East, NMPM, Eddy County, New Mexico. ‘

{(3) That the applicant has the right to drill and proposes

to drill its Stinking Draw Unit Well No. 1 at an unorthodox loca-

tion 1383 feet from the South line and 695 feet from the East
line of said Section 10.

(4) That there are interect owners in the ptopoud proration
unit who have not agreed to pool their interests.

(5) That to avoid the drilling of unnecessary wel]fs, to

‘protect correlative rights, and to afford to the owner of each

interest in said unit the opportunity to recover or receiva
without unnecessary expense his just and fair share of the gas
in said pool, the subject application should be approvo@ by
po:linq all mineral interests, whatever they: may be, wit:hin said
unit.

i
1

i




P2 . ‘ i
' Case No. 6216
‘Order No. R=5723

f (6) That the applicant should be designated the operator
%of the subject well and unit.

li (7) That all proceeds from production from the subject
i well which are not disbursed for any reason should be placed !
!1n escrow to be paid to the true owner thereof upon demand and ]
i proof of ownership.

% (8) That upon the failure of the operator of said pooled
‘unit to commence drilling of the well to which said unit is
bdedicated on or before July 1, 1978, the order pooling said
unit should become null and void and of no effect whatsoever.

IT IS THEREFORE ORDERED:

P f (1) That all mineral interests, whatever they may be,

| 'in the wolfcamp and Pennsylvanian formations underlying the

i S/2 of Section 10, Township 21 South, Range 22 East, NMPM, Eddy
: !County, New Mexico, are hersby pooled to form a standard 320~
acre gas spacing and proration unit to be dedicated to a well |
1 , to be drilled at an unorthodox location 1383 feet from the South
i line and 695 feet from the East line of said Section 10.

PROVIDED HOWEVER, that the operator of said unit shall
commence the drilling of said well on or before the first day
‘of July, 1978, and shall thereafter continue the drilling of
o | said well with due diligence to a depth sufficient to tast the
. 'Wolfcamp and Pennsaylvanian formations:

RN o

~ - .
é. e PROVIDED PUKRTHER, that in the event said operator does not
P || COMmMence the arliliing of sa well con or before the first day of
: ' July, 1978, Order (1)} of this order shall be null and void and
s of no effect whatsoever; unless said operator obtains a time
: extension f£rom 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
i and show cause why Order (1) of this order should not be
' rescinded.

R U I

S (2) That Yates Petroleum Corporation is hereby designated
) sha cg:at(’v- of +ha ﬂI!“\"M" wall and unit.

-‘- - —

(3) That any u-.avered 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
lunder the tarms of this order.




g B
ﬂ0ase No. 6216
Order No. R-5723

i)
i

(4) That any well costs or charges which are to be paid
out of production shall be withheld only from the working
interests share of production, and no costs or charges shall
be withheld from production attributable to royalty interests.

(5) That all proceeds from production from the subiect
well which are not disbursed for any reason shall be placed in
il esorow in Eddy County, New Mexico, to ba paid to the true owner
' thereof upon demand and proof of ownership; that the operator
shall notify the Division of the name and address of said escrow
agent within 90 days from the date of this order.

(6) That jurisdiction of this cause is retained for the
' antry of such further orders as the Division may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year herein-

£a/
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‘ Dockets Hos. 128-78 und 19-‘78 are tentatively set!: l‘or hearing on May 17 and June 7, 1978.
hearing must be flled at least 22 days in adv 'mcé of hearing date,

Docket Ko, 16-78

Applications for

DOCKET:  EXAMINFR HEARIHG - WEDNESDAY ~ MAY 3, 1978

Y
9'AM. = OIL CONSERVATION DIVISION CONFERENCE ROCH,
. STATE LAND OFFICE BUILDING, SANTA FE, NEXW MEXICO

ernate Examiner:

The following cases will bo heard before Danicl S. Hutter, Fxaminer, of Richard T.. Siaie ots, AL

Iri the mr-tter of +he hearing called by thé 011 Conservauon Division on its own motion to permit

CASE 6211 :
Eureka Oil Conpany and all other miere:ted parties to appear and show ‘cause why the Cora B,

CASE 6212:
: Clay-Neill and all other interested parties to appear Bnd -

Moore Well No. 1 located in tnit L o!‘ Section 10, Toimship 29 North, Rdnge 24 East, Colfax County,
New Mexico, éhould not te plugged zmd abandoned in accordance with a Division-approved plugging

program. : :
——————— show cause. whv the St,ate Well No. 1

SO

beated in Unit C of Seétion 9, Township 19 North, Range 30 East, Harding County, New iexics;
should not be plugged and abandoned in acoordance with a Division-approved plugging program.

CASE 6200: (Continued & Readvertised) :

CASE :

In the matter of‘ the hearing called by the 0il Conservation Divisfon on its own motion to pernmit
Astro-Tex Oil Corp., ‘American Employers‘ Insurance Co., and all other' interested parties to appear
and show cause wi\y the Cain Well No. 2 located in Unit J of Section 22, Township 15 North, Range
33 East, Harding Cou.nty, New h’exico, should not be plugged and abandoned in accordance with a

Division-approved plugging program.

6201: (Continued & Reddvertised) v
:In the matter of the hearing called by the 011 Conservanion Divisionion 1té own motion to permit

‘Paul Hask? ns and all other mterested parties to appear and show cause why the Federal "17" ¥ell
‘No. 1 located in Unit P of Section 17, Township 15 North, Range 33 East, Harding County, Nex Mexico,

" should not be plugged and abandoned in accordance with a Dividon app*oved plugging vprogram.

CASE 6199 (Cont.inued & Readvertised)

: In the matter oi‘ the hearing calied bynthe Git- Conservation Division on its own motion to permlt
‘ Marion B.; Edmonds and G. 4.’ Peters a.nd’all other 1nterested parties 'to appear and show cause
. why the Edmonds & Peters Federal Well No. 1! located in Unit M of Sedtion 3, Townsiip 15 North,
° Range 33 East,!Harding County, New Mexico, should not be plugged and abandoned in accordance #ith
& Division-zpproved plugging program

Application of; Morris R. Antwe11 for an uvnorthedox gas well location, Eddy County, New Mexico.

CASE 62131
Applicant, in the above-st.yled cause, :seeks approval for the unorthodox location of its Rio ¥ell

No. 2 at’a point 660 feet from the North and West 1ines of Section 29, Township 18 South, Fange
25 East, 'Eddy County, New Mexico, the N/2 of sald Section 29 to be ‘dedicated to the well.

Application of Morris R. Antweil for an unorthodox gas well” 1ocation, Lea County, New Mexico.

 cast 62141
: Appllcant, in the above-stirled cause,! seeks approval for the unorthodox location of a Morrov

test vrell to be driiled at = point 6£0 feet from the North line and 1980 feet from the East
line of Sectlon 8, Township 12 South, Range 32 East, lea County, New Mexico, the E/2 of sald

Seetion 8 to be dedicated 'to the well.
Applicatzon ot‘ Texas 0il & Gas 'Corporatmn for a non-standani unit and an unortheodox gas well

CASE 6215:
; locatlon, Lea County, New: Mexico. Applzcant, Sn the above-styled cause, seeks approval for &
320-acre non—standard proratlon umticomomsing the N/Z of /Section 29, Township 20 South, ange
36 East, North Osudo-Morrow Cas Pool, Lea: County, New Menco, to be dedicated to a well fobe
e located at an unorthodox location 660 feet from the North and West lines of said Section X.
E $216: Application ot‘ Yates Petmleum Corporation for compulsory p001 ing and an unorthodox gas well
: Applicant, in the above-styled cause, seeks an order pooling

i . Merito] to be dedilated to applicant's Stinking

location, Eddy County, New Mexico. ;
all mmeral interests xrom thé <'urt‘ace down to’and mcludi.ng the Wolfcamp and Pennsylvanisn

formatians underlying t‘xe S/2iof Sectmn 10, Township 21 South, Range 22 East, Eddy County, New
4 Drawi Unit Hell No. 1 to be located at an wor—
H Szotinn AN,

and 695 feel from the East line or saig Section
1ing ‘ahd eompleting said’'well and the allocatif)n

Also o e

thodox! loca {ion 1783 feet fmm the South[line
Also to be considered wi}l be! the cost og dm]_;
of the cost thereof as well as actual operatmg costs and’ charges for supervision.
considered will be the designatlon of applicant as operator of the well and a charge for risk
1nvolv‘ed m driil i;g said weA. :

1 ;
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CASE 6217
CASE 6218:

CASE 6219:

CASE 6221:

. CASE 6220:

Docket Ho. 16-78

Examniner Hearing - Wednesday - May 3, 1978

Application of Holly Energy, Inc., for an unorthodox oil well location, Eddy County, Hew Mexico.
Applicant, In the above-styled cause, seeks approval for the unorthodox location of its
teIntyre B Well Ho. 4 to bie loeated 1300 feet from the South line and 330 feet from ihe West
1ine of Seation 20, Towmship 17 South, Range 30 East, Eddy County, New Mexico,

Application of inexeo GII Company for a unit agreement, Eddy County, MNew Mexico. Applicant, in
the above-styled cause, secks approval for its Tequilla Ynit Airca comprising 4,826 acres, more
or less, of State, Federal, and fee lands In Townships 23 and 24 South, Ranges 22 and 23 East,

Eddy County, New Mexico.

Application of H & G 0il Co., for compulsory pooling, Eddy County, New Mexico. Applicant, in
the above-styled cause, seeks an order pooling all mineral interests in the lorrow formation
underlying the N/2 of Section 9, Township 24 South, Range 28 Fast, West Malaga-Morrow Gas Pool,
Eddy County, New Mexico, 1o be dedicated to a well to be drilled at 2 standard location thereon.
Aiso to be c¢onoidersed will be the cost of drilling and completing said well ‘and the allocation
of the cost thereof as well as actual operating costs and charges for supervision. Alsc to be
considered will be the designation of applicant as operator of the well and a charge for risk
involved in drilling said well.

Application of Sun 0il Company for an unorthodox gas well location, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the unorthodox location of its Teas
Federal Well No, 1 to be located 1980 feet from the North and West lines of Section 24, Township
20 Scuth, Range 33 East, Teas Pennsylvanian Gas Pool, lea County, New Mexico, the N/2 of said
Section 24 to be dedicated to the well.

In the matter of the hearing called by the 011 Conservation Division on {ts own motion for an
order creating, extending, and redesignating certain pools in Chaves, lLea, and Eddy Countles,

New Mexico:

(a) CREATE a new pool in Lea County, New Mexico, classified as an oil pool for Strawn produciion

and designated as the North Eidson-Strawn Pool. The discovery well is the Sabine Production
Company North Eidson Fee Well No. 1 located in Unit M of Section 34, To¥nship 15 South, Range

3 East, NMPM. Said pool would comprise:

TOWNSHIP 15 SOUTH, RANGE 34 EAST, NMPM
Section 34: /2

(b) CREATE a new pool in Lea County, New Mexico, classified as an o0il pool for Deveonian produc-
tion and designated as the Hume-Devonian Pool. The discovery well is the W. A. Monerief, Jr.
State 8" Well No. 1 located in Unit G of Section 8, Tovmship 16 South, Range 34 East, NMPM.

Said pool would comprise:

TOWNSHIP 16 SCUTH, RANGE 34 EAST, NMPM
Section 8: NE/4

{(¢) CREATE a new pool in Lea County, New Mexico, classified as a gas pool for Morrow production
and designated as the Hume-lorrow Cas Pool, The discovery well is the Mewbourne Cil Company
State "E"” Com Well No. 1 located in Unit L of Secticn 6, Township 16 South, Range 34 East, NMPM.

Said pool would comprise:

e

TOWNSHIP 16 SOUTH, RANGE 34 £AST, MM
Section 6: S/2

(d) CREATE a new pool in Lea County, New Mexico, classified as an oil pool for Wolfcamp
production and designated as the North Lusk-Wolfcamp Pool. The discovery well is the Petroleum
Development Corporation Pedeco Gulf Federal Com Well No. 1 located in Unit I of Section 33,
Township 18 South, Range 32 East, NMPM. Saigd pool would comprise:

TOWNSHIP. 18 SOUTH, RANGE 32 FAST, NMPM
Section 33: SE/4

(e} CREATE a new pool in Chaves County, New Mexico, classified as e gas pool for Mississippian
produciion and designated as the Mescalero Sands-Mississipplan Gas Pool. The discovery well is
the Petroleum Development Corporation Hudson Federal Well No. 1 locaied in Unit M-of Seetion 27,
Township 12 Souil, Range 3C East, NMMPM. Said pool would comprise:

TOWNSHIP 12 SOUTH, RANGE 30 EAST, NMPM
Section 27: W/2

(f) EXTEND the Antelope Riidge-Atoka Gas Pool in lea County, New Mexico, to Include therelin:

TOWNSHIP 27 SOUTH, RANGE 34 FAST, NMPM
Section 26: All .
Section 35: All
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(s) EXTEMD the North Jusk-Morrow Gas Pool in Lea County, New Mexico, to include therein:

TOWISHIP 19 SOUTH. HANGE 32 EAST, P\ 1 i
Section 3: 1-‘]2 . ‘

{

: 4

F— N . . ;
|

(t) EXTEND the West Malaga-Morrow Gas Pool in }ddi County, New P'exico, to include therein':

i

' . i TOWNSHIP 24 SOUTH, RANGE 28 FAST, NMPM
‘ Section 97 /2

t (u) EXTEND the Soutfh Millman-Yorrow Gas Pool in E(idy County, New Mexico, to include t.heroif.\:
TOWNSHIP 19 SOUTH, RANGE 23 KASE, NUM ‘

_Sectlon 197 W/z B . ;
Section 20: N/2 :

PR

(v) EXTEND the Penasco Draw San Andres-Yeso Pool In Eddy County, New Mexico, to imclude th‘ére!n:

TOWNSHIP 18 SQUTH, RANGE 26 FAST, NMOIM
Section 29: SE/4 SE/Z
Section 32: NE/4 NE/4

4 ) : (w) EXTEND the Revelation-Morrow Gas Pool in Eddy County, New Mexico, to include therein:

TOWNSHIP 22 SOUTH, RPNGE 23 FAST, NMPM
Section 10: W/2

{x) EXTEND the West Sawyer-San Andres Pool in’Lea County, New Mexico, to include therein: ’ )

? . TOWNSHIP 9 SOUTH, RANGE 37 EAST, NMPM ;
Section 22: NE/4 ;

{y) REDESIGNATE the West Scarborough Yates Pool in Lea County, New Mexico as the Comanche
Stateline-Yates Pool and EXTEND the Comanche Stateline-Yates Pool to include therein:

TOWNSHIP 26 SOUTH, RANGE 36 EAST, NMPM
Section 28: S/2 :

(z) EXTEND the North Shugart-Morrow Gas Pool in Eddy County, New Mexico, to include thereih:

TOVNSHIP 18 SCOUTH, RANGE 31 EAST, NMPM
Section 19: E/2
Section 20: W/2

-~ (88 ) EXTEND the Tubb Gas Pool in Lea County, New Mexico, to include therein:

TOWNSHIP 22 SOUTH, RANGE%37 EAST, NMPM
Section 36: SE/%

-

P o (bb) EXTEND the North Vacuum-Abo Pool. in Lea County, New Mexico, to include there

TOWNSHIP 17 SOUTH, RANGEEBIZ, EAST, NMPM
Section 16: N/2 i
Section 17: N/2 i

(ce) EXTEND the Vd'hite City Pennsylvanian Gas Pool’ ‘In Eddy County, N’ew Mezi\.o, to :[nclude :
therein: :

R T T S

v TOWNSHIP 25 SOUTH, RANGE 26 FAST, NVEM
3 : Section 1l: A&LL

{(ad) EXTEND the w:.nchester-}-{orro' Gas' Pool in: Eddy COunty, New Mexico, to include therein:!

TOIN.,}{IP 19 SOUTH, RANGE! 28 EAST, PN
Section 28: 672

et S R

v
]

(ee) EXTEKD the Wi.nchester-Upper Pennsylvanian Gas Pool in Eddy County, New Mexico, to
irelude therein: .

TOWNSHIP 19 SOUTH, RANGE 28 EAST, NMPM
Section 36: N/2 -

ORI
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(g) EXTEND ihe Artesia Pool in Eddy County, New Mexico, to include therein:

‘ TOHNSHIP 19 SOUTH, RANGE 22 FAST, NP
: Seetion 2: S/2 S¥W/4 and S3/4 SE/S
{n). EXTEND the Atoka-Yeso Pool in Eddy County, New Mexleco, to include therein:
TOWNSHIP 18 SOUTH, RANGE 26 EAST, MDIPM
Section 28: E/2 NW/4
Section 33: NE/4
Sention 34: W/2 NN/,

(1) EXTEND the Box Canyon Upper Pennsylvanian Gas Pool in Eddy County, New Mexico, to
inciude thereln:

TOWNSHIP 21 SQUTH, RANGE 21 FAST, NMPM
‘ Section 23: N/2

{J) EXTEND the Crooked Crecek-Morrow Gas Pool in Eddy County, New Mexico, to include therein:

TOWNSHIP 24 SOUTH, RANGE 24 EAST, NMPM
Section 4: All

(x) EXTEND the Fren-Seven Rivers Pool in Eddy County, New Mexico, to include therein:

TOWNSKIP 17 SOUTH, RANGE 31 EAST, NMPM

Section 14: 572, S/2 N/2, N/2 NE//, & NE/4 NW/4

Section 15: -S/2 & S/2 N/2

g Section 23: ALl ;

- Section 26: N/2
Section 27: N/2 ;

Section 28: N/2 & N/2 §/2

(1) EXTEND the Grama Ridge-Morrow Gas Pool. in Lea County, New Mexico, to include therein:

TOWNSHIP 22 SOUTH, HANGE 34 EAST, NMPM
Section 2: All

(m) EXTEND the Herradura Bend-Delaware Pool in Eddy County, New Mexico, to include therein:

TOWNSHIP 22 SOUTH, RANGE 28 EAST, NMPM
Section 29: W/2 SE/4, BJ2 Stif4 & SW/4 SW/4
Section 30: SE/4 SE/4

Section 31: E/2 E/2

Section 32: N/2 NW/4 & NW/4 NE/4

(n) EXTEND the West Kemnitz~Lower Wolfecamp Pool in Lea County, New Mexieo, to include therein:

TOWNSHIP 16 SOUTH, RANGE 33 EAST, NMPM
Seetion 32: HNE/S

(o) EXTEND the Langlie Mattix Pool in Lea County, New Mexico, to include therein:

TOWNSHIP 22 SOUTH, RANGE 37 EAST, NMPM
Section 31: NW/4

(p) EXTEND the Little Box Canyon-Morrow Gas Pool in Eddy County, New Mexico, to include therein:

! EOWNSHIP 21 SOUTH, RANGE 21 EAST, NMPM
r- : Section 12: S/2

(q) EXTEND the South Loco Hills-Morrow Gas Pool in Eddy County, New Mexico, to include therein:

- “TOWNSHIP 17 SOUTH, RANGE 30 FAST. M/PM
Section 20: W/2

(r) EXTEND the Lusk-Morrow Gas Pocl In lea County, New Mexico, to include therein:

* TOWNSHIP 19 SOUTH, RANGE 32 EAST, NMPM
Section 10: All
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BEFORE THE OIL CONSERVATION DIVISION

OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION OF
YATES PETROLEUM CORPORATION FOR AN

UNORTHODOX GAS WELL LOCATION, FORCE
POOLING, AND ABANDONMENT OF PRORATION
UNIT DESIGNATION, EDDY COUNTY, NEW

'MEXICO

CASE NO. &29/(

APPLICATION

COMES NOW YATES PETROLEUM CORPORATION, by its attorneys,

and in support hereof, respectful

ly states:

1. Applicant is the operator of the Wblféampfénd

Pennsylvanian formations underlyi

Township 21 South,

ng:

Range 22 East, N.M.P.M.

Section 10:
2. Applicant proposes
Unit No. 1 Well at a location 695
1,383 feet from the South line of
the S$/2 of said Section 10 to the

3. Applicant seeks an

location to a depth sufficient to

Pennsylvanian systems.

sS/2.

to drill its Stinking D?aw
feet from the Eastjline€%nd
said Section 10 and to @édicaﬁe
well.

exception to the well lé?atioﬁ

I . I N T
0il Conservation Division to

-permit the drilling of the well at the above mentioneh unéitﬁodo%

adequately test the*WolfCamp ahd
¥ ‘

i

4, A standard 320-acre proration unit combrisiﬁg the§

. 8/2 of said Section 10 should be dedicated to the Stiﬁkiné%Draw

Unit No. 1 Well.

i
5. Applicant has previously desiénated thé E/é%of

said Section 10 as a proration unit for the Stinking Draw Unit

e

AWML Fhrr i, et i
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No. 1 Wel:l but now requests that such designation be ab%mdoned

and that ‘theiS/2 of said Section 10 be designated.

DBl Appllcant has the right to drill and! com[Llete its

T

St1nk1ng Draw Un1t No. 1 Well in the Wolfcamp and Pennsylvanlan

formatlons as a gas’ well at a point 695 feet from ti\e East Line
i

and 1,383 feet from' the South line of said Section 3.0, Township 21
South, Rafnge5225Easf::, N.M.P.M., Eddy County, New Mekicoi

7. Applicant has designated the S/2 of saingection 10

i :
i A

to its Stinking 'Draw Unit No. 1 Well and there are intetest owners

TR T
%

in the pr’orai:iori unit who have not agreed to pool their interests.

8. Applicant should be designated as the opérator of

1

' : ; ; ; . S
the well 'and’the proration unit. |
i

9. To avoid the drilling of unnecessary; wells and to

protect éorrfelative?rigfhts ‘and to afford to the owner o;f each

. SRS SR i i ; [, .

interest 'in said unit the opportunity to recover or; recelve with-
! :

: i : ; {

| out unnecessary ‘expense his Jjust and fair share of the gas of

said unit, all Iifxineiral fintérests, whatever they may be,% from the

surface Ehroﬁghéthe-iWoifcaIﬁp and Pennsylvanian féfmatioﬁs under- :

lying thé s/2 of said Section 10 should be pooled.

r 310.2 Any hon—‘conéenting working interest owne

ﬁ not pay hls share of the est:x.mated well cost should} hav

whoe s

N —
'addltlonal 2b0% thereof as 'the reasonable charge for the risk

1nvolved}1n g:heidrllllng of the well.
gll.g iApplica‘r;t shoul‘d be authorized to withhold from

L emda e ot L T g

produétién the éroport:jor"xatf:e share of a reasonable |supervision
s H f !

: 1 ey L e ~

charge for dr1111ng and préduc‘ing wells attributable to] each

‘i . \ ,
non~-consenting ézorklngglnteresvc owner. i

H

i
!
i ;
1
¢
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Cane 6974

12. The approval of this application will afford
applicant the opportunity to produce its just and equitable share
of gas, will prevent economic loss caused by the drilling of
unnecessary wells, aveid the augmentation of risk arising from
the drilling of an excessive number of wells, and will otherwise
prevent waste and protect correlative rights.

WHEREFORE, applicant prays:

A. That this application be set for hearing before

an examiner and that notice of said hearing be given as reguired

by law.

B. That applicant be permitted to abandon its designa-
tion of the E/2 as the proration unit and that upon hearing the
Division enter its order granting applicant permission to
drill a well 695 feet from the EFast line and 1,383 feet from
the South line of said Section 10 and to dedicate the S/2 of
| said Section 10, which is reasonably presumed to be productive
of gas from the Wolfcamp and Pennsylvanian formations.

c. Upon hearing the Division enter its order
pooling all mineral interests, whatever they may be, from the
surface through the Wolfcamp and Pennsylvanian formations under-
lying the S/2 of said Section 10, Township 21 South, Range 22
East, N.M.P.M., Eddy County, New Mexico to form a 320-acre spacing
unit dedicated to applicant's Stinking Draw Unit No. 1 well.

D, And for such other relief as may be just in the ;
premises. ‘

YATES PETROLEUM CORPORATION

SN/ 5!
By {/Zﬁé-(ﬂ24&ou/~

. Carson

LOSEE, SON & DICKERSON, P.A.
P. O. Drawer 239 , ' |
Artesia, New Mexico 88210 :

Attorneys fdr Applicant

—3—
L
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

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

CONSIDERING:

Order No. R~ & 223

APPLICATION OF YATES PETROLEUM CORPORATiONfF%R COMPULSORY POOLING
AND AN UNORTHODOX GAS WELL LOCATION, EDDY COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 9 a.ni. on _May 3

19 78 , at Santa Fe, New Mexico, before Examiner Daniel S. Nutter

NOW, on this day of May , 1978 , the Divisio
Director, having considered the testimcfny, Ehe record, and the
recommendations of the Examiner, and being fully advised in the
premises.

FINDS:

(1) That due public notice having‘: been giiren as réquired by
law, the Division has jurisdiction of this cause and the subject
matter thereof.

(2) That the applicant, Yates Pétro‘léum if(:orpmr‘ation ’

——

: B " :
seeks an order pooling all mineral interests Wﬁn

Mexico.

-- ) ] and Pennsylvanian formations
el ieiicpetrlpdeiomge the Wolfcamp/ underlying the S/2
of Section 10 » Township 21 South : Range_ZZ_E_ﬁ_____r
NMPM, ~,  Eddy County, New |

et s,
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Order No. R~ |

| :
; ‘ (3) That the applicantihas |the right to drill and proposes
: #5 Wakiy Orawe Uai Uy asd at an unorthodox 1?cation 383 feet from the South line and i
! ’ ' ' - : 4o drill e-—ue-ﬂ / 695 feet from the|East line of said Section 10 .

(4) 'I'hat§ there are intérest owners in the proposed proration
unit who have};é not agreed to:; pool their interests.
(3) 'Tuatf to avoid the drilling of unnecessary wells, to
i ;
o : “protect correflative rights, and [to afford to the owner of each
| | :interest in s;said unit- the oi:port:unity to recover or receive

without unneéessary expense his{just and fair share of the gas

'in said pool , the subject applic¢ation should be approved by

pooling all mineral interests, whatever the/may be, within said

ot e v

unit.

(6) Thaé the applicantA should be designated the operator

‘of the subjedt well and unik.

e e e 2 s e s d v v

(7) Thaé any non-consenti working interest owner should

be afforded {%he opportunityf‘ o pay his share of estimated well

costs to the };operatcr in liewof paying his share of xeasonable
i

: . s
well costs out of production. N\

(8) Thatf: any non-conséntinq orking interest owner that

‘does not payghis share of efstim.ate well costs should have

~withheld frox{x production his sharejof the reasonable well costs
| ;

‘plus an additional ___ ¢ thepeof as a reasonable charge for thk

f the well.

risk involvegi in the drilling
Pt : i ‘
¥ : : ’ : ﬂ (%) Thaé any non~-consghting interest owne:r should be

: !
afforded the!opportunity o object to the actual well costs but
: i B

‘! that actual u,ivell costs shoyld be adopted as the reasonable well

AR Ao ¥ v g

. ! . .
‘costs in thelabsence of such\gbijjection.
| ;

I o) That following dete

{ ! : : I
N : : i
Lo : i

ation of reasonable well costs,
. any non-consenting working jintefe%t owner that has paid his
P : : } -share of estimated costs shoul

that reasonable well costs lexceed Jestimated well costs and

' should receive from the operat any amount that paid estimated

“H well costs exceed reasonabl 1 costs.
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Case No.,
Order No. R~
i (11) That per nth should be fixed as a reason-

able charge for supervision (gombined fixed rates); that the

operator should be authorized \to withhold from production the

proportionate share of such sup@yyision charge attributable to

" the operator should be authorized t$ withhold from production

each non-consenting working interesf. and in addition thereto,

the proportionate share of actual xpehditures required for

operating the subject well, not jn excess of what are reasonable,

interest.

(7)(-1%1 That 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 deménd and
proof of ownership. _

il (Y)i-ﬁ That upon the failure of the operator of said pooled

unit to commence drilling of the well to which said unit is

dedicated on oxr before / ,_/ ?7' , the order

T I 4
pooling said unit should come null and void and of no effect
whatsoever,

IT IS THEREFORE ORDERED:

(1) That all mineral interests, whatever they may be, dfsuew
m the Wolfcamp and Pennsylvanian
mm%fomatmnsunderlylng the S/2

of Section 10 , Township 21 South , Range 22 East '

“NMPM, TN TN e ey __EddY County, New Mexico;
are hereby pooled to form a standard 5207 - acre gas spacing

and proratlon un:Lt to be dedicated to a well to be drilled at an
unorthodox Tlocation 1383 feet from the South hne and 695 feet from the
East line of said Section 10.

on or before the #m{day of
. 19 28, and shall thereafter continue the drilling

lcommence the drilling of said well on or before the {:'mi day of

a depth sufficient to test the

formationg ;

PROVIDED FURTHER, that’in the event said operator does not

, 19 78 , Order (1) of this order shall be null

and void and of no effect whatsoever; unless said operator obtains

a time extension from the - pivision 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 Divisiun DlreCtUL aha

show causé why Order (1 oi this ‘order should not be rescinded.

(2) That  Yates Petroleum Corp_grat]_qn is hereby o.esignated ;

the operator of the subject well and unit.
(3) That after the éffect e date of this order and within i

30 days prior to commencxng ’ id well, the operator shall furnish

the Division and each known working interest owner in the subject

-unit an itemized schedule £ estimated well costs.

(4) That within 30 i ys from the date the schedule of

i

estimated well costs is f} nished to him, any non—consenting
working interest owner sha 1 have the right to pay his share
of estimated well costs to e operator in lieu of paying his
share of reasonable well éos: out of production, and that any
such owner who pays his share O estimated well costs as pro-
vided above shall remain Iiableif operating costs but shall
not be liable for risk charges.

{5) %hat5the cperat&r sball é"-n ‘hgthe Division and eac%

known working inteérest owner an itemized chedule of actual well

costs within 90 days following completion £ the well, that if
no objection to Lhe actual well costs is r celved by the D1v1s10n

and the Division has not objected within 4 days ‘following receipt

of said schedule, the actual well costs s; 1 be the reasonable

i
t

well costss prov1ded howevbr, that if th:‘e is an objectio to

actual well costs within said 45—day iod the Div1sion w111

determine reasonable well costs aft public notice and hearing.
(6) That within 60 days fo} ‘ 1ng determination of re%son—

able well costs, any non-cans;

has paid his share of esti

ORI Lo
ted costs in ddvance as provided ! |
N R N R

i ; : i | i ; : : i i i

pand
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Order No. R-

T

ch non~consenting working

s not paid his share of

TR
How

ithin 30 days from the

ted well costs is

furnished to him.
(B) As a charge for the risk invglved in the

drilling of the well, _\of the pro rata

share of reasonable well costs|attributable

to each non-consenting workingj|interest :

I owner who has not paid his shage of estimated

{ I well costs within 30 days fr the date the

schedule of estimated we costs is furnished
to him.
(8) That the operator shall gtribute said costs and

n to the parties who advanced

(9) That er month is hereby fixed as a reasonablT
charge for supervision (c ined fixed rates); that the operator

8 : is hereby authorized to yWithhold from production the proportionate

share of such supervisioj charge attributable to each non-

consenting working interxdst, and in addition thereto, the operator

RIS

is hereby authorized to w 0old from production the proportionate

share of actual expenditured, required for operating such well, -

not in excess of what are reas le, attributable to each non-

‘N 5 consenting working interest.




WL v g )

-

Case No.

Order No. R~

(3Cﬂ1!& That any unsevered 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.

(4?@ That any well costs or charges which are to be paid

out of producéion'shall be withheld only from the working
interests share of production, and noc costs or charges shall

be withheld from production attributable to royalty interests.
(})(&— That all prnceeds from production from the subject

well which are not disbursed for any reason shall be placed in
escrow in Eddy County, New Mexico, to be paid to the true owner
thereof ﬁpon demand ahd proof of ownership; that the operator
shall notify the :Division of the name and address of said
(‘)(‘1‘5'1“ That jurisdiction of this cause is 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.




