
STAFE OF NEW MEXICO

EN ERGY. MINERALS .AND NAFLi RAL RESO1.’ RC_,VS DEPARTMENT
OIL C{)NSER\:A]-ION DIVISIO’,,

IN THE MATTER OF rile HEARING
CALLEI) BY THE OIL CONSERVAI~ON

DIVISION FOR THE PURPOSE OF
CONSIDERING-

CA SE NO. 11687
Ot~)ER ~\ O. R-10741

APPLICATION OF LOUIS DREYFUS NATURAL GAS CORP. FOR

COMPULSORY POOLING, EDDY COUNTY, NE*¥ MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION.

fh~s cause came on for hearine at 8:15 a.m. on ]a,,ma,.v 9. !997 at Santa Fe, New

Mex,co betore Examiner Michae~ E St,.)gner.

NOW~ on tins 17th day of January, 1997 :he Dixusion Director having
considered the testimon,v, the recorc~ and the recommendam;ns of the Examiner, and t~eing

tu!lv ad;lsed in the premises,

tCINDS THA~[

{1 } Due public notice having been given as required b\ law. the Division has
jurisdicuon of this cause and the subject matter thereof.

(2) The applicant, Louis Dreyfus Natural Gas Corp.. seeks an order pooling

all mineral interests from the surface to the base of the Happy Valley-Delaware Pool
underlying the SW/4 SE/4 (Unit O) of Section 29. Toxvnship 22 South. Range 26 East.

NMPM. Eddy County. New Mexico. to form a standard 40 acre oil spacing and proration
unit for any’ and all formations and/or pools developed on 40-acre spacing within said

vertica i

(3) Said unit !s to be ded,~cated to the prop(’scd Happy Valley "29" Well 

34 {API No. 30-015-29232) to be drilled a~ a standard cd well Iocatlon 660 feet from the

South line and 1680 feet from the Eas{ line o:t = stud Sec[i,,m 29.

{4} ]"he applicant o~ns an i,~terest m_ the sub i~:ci quarter-quarter section and as

such has the right r.o drill %r and develop the proposed 40-acre proration unit and to



Case No. 11687

Order No. R-10741
Page "

recover el! under!vinL, the same

t5~ There are ov, ner:, ,)f !BIBCIa] i,-~,-,~-r " *-,,"duO<eel_nt,.~, in :i)e ~ ,,,:. ...... pror:it:on unit who

h~.,.e not agreed to p(~(>l their inte, ests.

No ~..nterested or affected p.art,: ,,,,,. this n>~c? appeat-ed a,~ the hearing,= in

.)ppos~t)(m to this applicanon

(7; ~c, a~,oid the drilling of ~mnecessar} ~.ell.,, ~t~ ~rotect correiative nghtso to

pTeven.’, ~ aste, and te afford te the o~.ne~ ef each interest m sa~d urnt the opportunity te
reLovcr ot receive without unnecessar- expense his just :rod fair share o~ the el! m any

pool completion resulting from this order, the subject application should be approved by
pooling all mineral interests, whatever the?.’ may be. within said unit.

(811 The applicant should be designated the oper-mw of the subject well and unit.

(9) An3; non-consenting working interest ~>wner should be aftbrded the

opportunity to pax; his share of the estimated well costs to the operator in lieu of payin~
his share of reasonable well costs out of production.

(10! Anx non-consenting working interest ;;ancr- xvi> does not pay his share off

estimated well costs should have withheid from producti(~x~ h]s share or the reasonable well
costs :flus an addiuonal 200 Dercent *: " ";~neret,,. as a reaso~.atqe cha,:ee for the risk involved

.~r) the d.,ilime of the v~eii

<i I , An_? non consentmo mte..’:esl owner shoutd i,e aflv~rded the opportunity t,.~.
{;b!ect to the actual ’,~:e!) costs but actua’ ,~.eli c,;~.’.s sh~,--~d be a.iopted as. "he reasonable
,.veil costs m the absence c,f such objection

(~,~ Foll, rwi,qo deterrrnnauon ,:)[ ...... .... rea,onab.<- ~eii costs, any non-consenting

working interest owner who has paid t-us share o* estimated well costs should pax.’ to the

operator any amount that reasonable well costs exceed estimated well costs and should
receive from the operator any amount that paid estimated ,a ell costs exceed reasonable well

COSTS.

(13) $4,000.00 per month should be fixed as a reasonable charge for supervision
icombined fixed rates> while drilling and $400.00 per month should be fixed as a

reasonable charge for supervision while producing, pr~xided that this rate should be

adjusted annually based upon the percentage increase or decrease in the average week1?
earnings of crude petroleum and gas production ~,)rkers: the operator should be

auth(,rlzed to withhold from production the preportion:~tc stm.,e of sucl- supervision
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charges attributable to each non-consenting working interest, and in addition thereto, the
operator should be authorized to withhold from producnon 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

(14) 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.

(15) Upon the failure of the operator of said pooled unit to commence drilling
of the subject well to which said unit is dedicated on or before April 15, 1997, the order
pooling said unit should become null and void and of no effect whatsoever.

(16) 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.

(17) 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, from the surface to the base
of the Happy Valley-Delaware Pool underlying the SW/4 SE/4 (Unit O) of Section 29,
Township 22 South, Range 26 East, NMPM, Eddy County, New Mexico, are hereby
pooled to form a standard 40-acre oil spacing and proration unit for any and all formations
and/or pools developed on 40-acre spacing within said vertical extent. Said unit is to be
dedicated to the proposed Happy Valley "29" Well No. 34 (API No. 30-015-29232) to 
drilled at a standard oil well location 660 feet from the South line and 1680 feet from the
East line of said Section 29.

PROVIDED HOWEVER THAT, the operator of said unit shall commence the
drilling of said well on or before the fifteenth day of April~ 1997, and shall thereafter
continue the drilling of said well with due diligence to a depth sufficient to test the
Delaware formation.

PROVIDED FURTHER THAT° in the event said operator does not commence the
drilling of said well on or before the fifteenth day of April, 1997, 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.
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PROVIDED FURTHER FHAT. should said v,ei! :>,’.. be drilled to completion, or

abandomnent, within 120 days after commencement the,.w,.,.f, said operator shall appear
before the Division Director and show cause why Decrch,~\ Paragraph N;,. (1) of this
order should not be rescinded.

(2) Louis Drex.fus Natural Oas Corp. is hereb\ designated the operator of 

subiect well and 40-acre unit.

(31 After the effective date of this order ;~nu :~iti~in 9(i) days prior 

c,,mmencmg said ,xeil. the operator sinai! lurnish the Dix ~s1~n and each known working
interest owner iri the subject unit an "tem]zcd schedule oi c>t~:~.~a~,cd ",.~ ell ,_,.-.sts.

{4 Wi;htn .3(} days .:qom r~-~ ’.:k .3a~e t~.c sci~.cdu!c ,.~ estimated wei] costs ts

~ur:~lshcd ;o h,m a.n.x, n{,n-c(msen~mg ~v’>rk,ng. mtere-,~ ,.rq ..-w~ sinai[ ha,..e the r>aht to pa)
hi> share ,~f estimated well costs t,~ ~,he opcratc.i m !~eu ~ ~’;i ~, mg :ns share ,.,r reasonable
w ci) costs out of production, and an’, such ,.~*~ner who p:~), h!s si~are o.r esmnated well

c~.,,;ts as provided above sZai] remain liable 1or oDeratine ~,,st~ but shall no~. be habie for
r!sk charoe’,

The operator shall furnish the Divisioi-,. and e:’~ch known working interest
owner an itemized schedule of actual well costs within 9(-} days following completion of

the well: if no objection to the actual well costs is received by the Division and the
Dl\’islon has not objected within 45 days following receipt c,t said schedule, the actual well

costs shah be the reasonable well costs" provided howe\ el. if there is an objection to
actual well costs within said 45-da? period the Division ,.~ ill determine reasonable well

costs after public notice and hearing.

Within 60 days tbilo’,vmg dete:mlnatior~ of ~-e:ts,;nable well co.,is, an\ non-

cc, nsentine workine interest n -. ~ " ,wne~ who, has paid his shva-c ,+ estimated costs in advance

~s provided above shall pay to the ::,perator his pro, rata shw-e ,,f the amount that Ieasonable
well costs exceed esumated well costs a~d shall :,-eceive r>:’,m the operator his pro rata
~,hare of the amount that estimated x~..ell costs exceed ,:ea~,<;.q~-:blc v.ei! costs

(7) The opera,or is ~r~u,: authorized to ,.vit}-.:~.o.,d tile tollowum costs and

char~es from production:

(a) The pro rata share of reasonable vveii costs attributable to each non-
consenting working interest oxvner ,,~ ho has not paid his share of

estimated well costs within 30 da\> fr(~in the date the schedule 
estimated well costs is furnished to iVm: and
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.,\t l;,_v m the drilline o!the \veil ~ ’.% a chare¢ for the risk ; .... ,’ " _ . ,00
pcrcem ,r ~he pro rat~ share ::,f ,-c >~,,:mhlc x~el, costs attributable w,
ctc[~ 11o:] c:o!]scnt!rlk" ,4(qk,n- Y,.hic-[ .~\~:]er ",~h{~ bds 11ot paid !lLS

share o/ estima~:ed a.e!] costs ’.., t:-lT~ .;(7 da\s ;FOIl] TIle date the
" ~ mq --.,i ,~>ii ..... i :I[H’~Jled ~iu di,:scheduJc {;r cMh ..... [~: ....... ~.~ ’,ks -- " "

¯ 8~ .[he ~uocrator. shal!_ disiTFiblitc s31d v:,>!’- :Hid. £har~c>. .v lrhhc,’ilu i]OH!

pl.)duc.U~m t{; the p:{rnes ,,vno ~idtaiqced -h t~.C!!... ,c ~.<’>15

(9) 54.00{] )0 per ".,nonJ~ v~ !’.,fie .... 11_~ t,~c; -,.= ~ <1{: per month ,~ hile producing

:tic ’,~ere% ....fixed as :ca>onaote’ ’~ =’ha,-,,.-,~. .= .......t<,i ~aper,.lslot-!. <. ullh.l{]Cd flxcd rate..~. [he :)pe,ater
J~, h¢~eh~ authorized :o w~thhotd /~,.:~rn DfoductlOll i~.- p~oporuonate ";l]arc oi: such

~uperxqsion charges atmbutabtc to each non-consentin~ .~ .:,~ kink~ interest, m?d in addition
thcret,;, the operator is hereby authorized ..:c withhold ’: ,:>. procuction the proportionate

share or actual expenditures required for ope,-ating sue:: v-~, tit_ 7-,.)t ir excess nf what are
reasonable, attributable to eaci~ non-consenting workim_ :meres:.

/i0> An,,’ unleased mineral interest shall bc .....’~-sidered a se\’cn-eighths (7/8)
\~(<rking interest and a one-eighth (! ."8~ rovafltv interest t -~ :t~c purpose ot :tllocating costs

and charees under the terms of th~s order

~ i ~ An- ,se~ " costs ~r ....charees v*, hlch are to >.. p;tm ,.Ult ct .pF°dLIctioII shall bc

..v ’t[]i]eid, el]l\ irotT3 ’:he vvorkiile_ !nterc<d’~, <.~ha~ ~’"" {)t p!h ,, ! :, ",. ’~h~D Ltlld IlO Cv,StS ’dr thaities

,!m!~ hC withheld er,~,’., ........, .,..,.,, ;.~d,..[L {(., !’("-,it] .~, ;lie’.this

!!2) All p.mcecde~ fg()!ri DToduchOn, tr()F..,! the siibicv.: ~ac] which at<. q ,t disbursed
t<),, an\ reason ~hail be placed m ..... ,.-,.,,.~, i.u Edd~ C,~>um’, ",c~,-. Xlexico. ~,., he .paid to the

truc <~;vner thereof upor~ ~em~;m_. and,a,,;4 ....... ,,f ~;v~c,.,:~:~ ~t~c .,~,c,~.,~o, ........... , ,.:_u,. notifv the
[)}\lSit;n ~’i- [he nan-to ::rod 4dd.,css o! b-..id c~cro,~. a:.~c~:~ .’. ~.q~:~ 31),~a’,s fr,,m {]~c date tH

first dcp~)s~t with said e<crow agem

, : q) Should " ’~.... a, the oarues to tins force-po,>[im; reach voluI]tLtr\ agreen]ent

,uhsec!ucnt [o entry of this order this order shai! there;;’!cr be ,:,t no further effect.

114) The operator of the subject well and 40<,~c unit ~hall notify the Director

or the Division in writing of the subsequent voluntary <_:.~ ccmem of all parties subject to
tint three-pooling provisions of this order.

(]5.~ Jurisdicti{m of this cause ~s retained f~,r ,.,. nt,-\ ~t such ftu-thcr orders 
the Division may deem necessar’,
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DONE at Santa Fe. Ne~ Mexico. on the day and year hereinabove designated.

STATE OF NEW MEXICO

OIL CONSERVATI(~" DIVISION

\ _,

WILLIAM J. eEMAY
~Directo~

SEAL


