PETROLEUM AUTHORITY FOR EXPENDITURE
CORPORATION AFE #_89-029-0

 REVISION #

207 SOUTH FOURTH STREET

DATL 3-7-89
ARTESIA. NEW MEXICO 88210 2310' FEL & 1650' FNL
LEASE NAME Valley AGK State #1 LOCATION  Sec 36, T10S. R
COUNTY cChaves STATE New Mexico FIELD
HORIZON  Montova EST. T. D.  ¢200' EST. SPUD DATE
EST. COMPLETION DATE : R DRILLING CONTRACTOR
PRIMARY OBJECTIVE: 0IL Tl GAS OIL AND/OR GAS
PURPOSE : DRILLING-NEW RECOMPLETION OTHER (SUPPLEMENi... AFE, ETC.)
TYPE WELL : DEVELOPMENT EXPLORATION
INTANGIBLE COSTS: DRY HOLE COMPLETION
9210 STAKING PERMIT & LEGAL FEES $ 800 $ 800
9711 " LOCATION, RIGHT-OF-WAY ‘ 9000 9000
9212 " DRILLING, FOOTAGE 6700' @ $12.80/ft 85800 85800
9213 DRILLING, DAYWORK 2 days @ $4200/day 8400 8400
9214 DRILLING WATER 12000 12000
9215 : DRILLING MUD & ADDITIVES 20000 20000
9216 MUD LOGGING UNIT 4300 4300
9217 SURFACE & INT. CEMENT, CSG., TOOLS & SERVICES 10000 10000
9218 DRILL STEM TESTING : - -
9219 ELECTRIC LOGS - OPEN HOLE 12000 12000
9220 TOOL & EQUIP. RENTAL, TRUCKING, WELDING 5000 5000
9221 SUPERVISION & OVERHEAD 7000 7000
9223 CORING, TOOLS & SERVICES - -
9224 BITS, TOOLS & SUPPLIES : 500 500
9235 PRODUCTION CEMENT, CASING, TOOLS & SERVICES - ' 9000
9222 CONTINGENCY 5000 5000
9241 COMPLETION UNIT - 5000
9242 WATER FOR COMPLETION - 1200
9243 MUD ADDITIVES FOR COMPLETION - 1000
9244 CEMENT, TOOLS, SERVICES & TEMP. SURV. FOR COMP. - -
9245 ELECTRIC 1.OGS, PERFORATION TEST FOR COMPLETION - 4000
9246 TOOLS, TRUCK, WELD. & EQUIP. RENTAL FOR COMP. - 3800
9247 STIMULATION ~ COMPLETION _ - 15000
9248 SUPERVISION & OVERHEAD - COMPLETION - 2500
9249 ADDT'L LOCATION, ROAD WORK & SURFACE DAMAGES - 2900
9251 BITS, TOOLS, ETC. PURCHASED FOR COMPLETION - 400
9250 CONTINGENCY ~ COMPLETION - -
TOTAL INTANGIBLES ‘ 179800 223900
EQUIPMENT COSTS:
9301 CHRISTMAS TREE AND WELL HEAD 1000 8000
9302 CASING 8-5/8" 24# J-55 @1000" 10300 10300
9302 5-1/2" 15,54 J-55 @6700' = 46500
9302 - -
9303 TUBING 2-7/8" 6,5# J-55 @6500" - 22700
9304 PACKER & SPECIAL EQULPMENT - 2600
9350 CONTINGENCY 200 400
WELL EQUIPMENT ' 11500 90500
LEASE & BATTERY EQUIPMENT COSTS:
9401 PUMPING EQUIPMENT - =
9402 STORAGE 2-210b. welded tnk/walkway+stairs/fbrl tnk - 5200
9403 SEPARATION EQUIP., FLOWLINES, VALVES, FITTINGS - 10400
9404 TRUCKING & CONSTRUCTION COSTS - 4400
TOTAL LEASE & BATTERY EQUIP. - 20000
TOTALS $191300 $334400

APPROVAL OF THIS AFE CONSTITUTES APPROVAL OF THE OPERATOR'S OPTION TO CHARGE THE JOINT
ACCOUNT WITH TUBULAR GOODS FROM OPERATOR'S WAREHOUSE STOCK AT THE RATES STATED ABOVE.

YATES PETROLEUM CORPORATION : DATE SHARE

BY \__’/// 12.5%

BY et

YATES DRILLING.COMPANY 12.5
BY ~ .

ABO PETROLEUM CORPORATION 12.5
BY iy YATES PETROLEUM CORPORATION

Case Nos. 9629, 9630 & 9631
3/29/89 Examiner Hearing
BY Exhibit No. 7

MYCO INDUSTRIES, INC. 12.5
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Sec. 36, T10S-R26E
Chaves County, New Mexico
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BHP PETROLEUM COMAPNY INC.

By

SAMEDAN OIL CORPORATION

By

AFE #89-029-0
3/7/89

25.0%

DATE

25.0

DATE
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REVISED

@ BHP AUTHORITY FOR EXPENDITURE Acct. Form 19
/ Petroleum . f’roductnon Department
(Amencasiing {Drilling, Workovers, Recomp.’s, Etc.)
Iperator __BHP_Petroleum Company Inc. AFE No
C-EXSW02376, C-EXSW02398 FA 202
ontract/Agreement No.__C~EXSW02384 Land Lease No Budget Year, FY89
roject must be commenced by: Date ASAP
ease Name & Weli No. i .
N Ervin Ranch . Acct. Dist-Lse. No. s
ates Valley State Prospect Name ...t Prod. Dist. Name Southwestern
Com No. 1 pProspect No.__ PR _40343 €xpl. Dist. Name_ SW___ .
ield or Area l.ocation 1650' FNL & 2310 ' FEL County and State
1ldcat Sec 36, T-10-S, R-26-E Chaves, New Mexico
ype of AFE Development {X } Formation & Depth Expected Production
rilling Exploratory « ) Gas — (X }
Class: DW Montoya @ 6700 Gil— ( 1
astWellon Lease Yes{ } No{ X

roject Description: {To Include Special Provisions and Remarks)
Drill and complete a 6700' Montoya gas well

BHP INTEREST

0 s 2500
NOTE: Location Revised @ Yates Request NRI .1875
APO
W .1875
NRI .15625
ESTIMATED COSTS
COMPANY R KINGINTEREST DRILLING WELLS OTHER
To Csq. Pt. Aft, Csg. Pt Dry Hole Producer Total Cost
1P Petroleum 25.0 52,738 99,113
Samedan 01l Corp. 25.0 52,738 99,113
Yates Petroleum Corp. 12.5 26,368 49,556
__Yates_ Drleg Ca 12.5 26,368 49,556
ABQ Perr. Corp. 12.5 26,369 49,556
Myco Tnd. Inc. 12.5 26,369 49,556
tal 100.0 . 210,950 396,450,
:ss1 Contributions { ) I Al )
1t Costs o 210,950 396,450
) )
apared bv_‘lrw L"C!Mm Date 2/21/89
Hal Crabb, III
1P Approvals Res. Engr.
Recommended: _Production Expi. Mgr. Geophysical Land & Economics
District Py .
Reg/Div. &cam.-?a‘ / ML\F %%ag
N 7
Approved . 2 R/~ 8 Z
Date Date

int Interest Approval - It is recognized that the amounts provided for herein are estimates only, and approval of this

thorization shall extend to the actual costs incurred in conducting the operation specified, either more or less than herein set
t.

By
Company Title Date
PROJECT JUSTIFICATION

HP Net Working Interest: Before Payout After Payout
4P Net Revenue Interest: Before Payout After Payout
«pected Benefits: Increase in Ultimate Recovery Bbls. MMCF

Increase in Current Production Bbls/D MCF/D
iture Net Income $ - Net Profit After Investment $
esent Worth of Net Profit @ % Discount $
scounted Cash Flow Rate of Return % Payout — Years

— Months

1asons:



' BHP
/ Petroleum

(AT aSHINC

Lease Name & Well No,

REVISED

DETAILED COST ESTIMATE
DRILLING, RECOMPLETIONS AND WORKOVERS

YATES VALLEY STATE COM NO, 1

AFE No.

1650' FNL & 2310'

Location

FEL Sec 36

T-10-S, R=-26-E

County and State

Chaves County, N

ew Mexico

INTANGIBLE DRILLING COSTS

Gross Cost Gross
CODE 4527-20 To Csg Pt. CODE 4527-30 Completion Costs
01 Rotary Footage 01 Completion Rig $ 5,000
ft.@$ 14 00 $ 94,000 03 Camp Cxpense
02 Rotary Daywork 04 Wireline Services
3 daysWDP@$3700 day 07 Rental Tools/Equipment 4,000
days WOPD@$ day 11,100 09 Inspection Services
03 Drillsite Camp Expense 10 Trucking/Boats
05 Rotary Turnkey 11 Personnel Transportation
06 Drilling Deals (W.I.) 12 Power/Fuel
07 Rental Tools/Equipment 4,000 14 Drill Bits/Reamers 500
08 Rig Move 15 Completion Fluids 1.000
09 Inspection Services 16 Water 500
10 Trucking/Boats 3,000 18 Cased Hole Logs 4,000
11 Personnel Transportation 19 Perforate 3,000
12 Power/Fuel 20 Well Surveys § Testing
13 Drlg Mud § Additives 17,000 21 Acidize § Frac 15,000
14 Drill Bits/Reamers 22 Cement § Cementing 12,000
16 Water 6,000 23 Squeeze Jobs
17 Mud Logging 5,000 30 Engr. § Consulting
18 Open Hole Logs 15,000 31 Location Dirtwork/Cln. Up 1,000
20 DST's/Surveys 5,000 37 ROW/Damages
22 Cement § Cementing 8,000 40 Overhead - Completion 2,000
24 Cores 41 Material § Supplies
29 Directional Drilling 42 Co. Labor/Supervision 3,000
30 Engineering § Consulting 43 Contract Labor 3,000
31 Location Dirtwork/Cln Up 15,000 45 Other Completion Costs 1,000
32 Geological Supplemental
34 Drlg Permits/Bonds 500 Total Comp. Costs $ <7 000 57,000
35 Drlg Title Opinion 2,000 BHPI Net $ 14,250
36 Stake/Survey Location 500 C X-on
37 Right of Way/Damages 2,500 CODE 4515-20 Hd Comp. Costs
38 Well Control Insurance 01 Installation Costs % 1,000
40 Overhead - Drlg 2.750 02 Sucker Rods _
41 Material § Supplies 1,000 03 Btm Hole Pump .
42 Co. Labor/Supervision 3.000 04 Pumping Unit ___
43 Contract Labor 05 Prime Mover
44 Other Drilling Costs 06 Wellhead/Tree 15,000
Supplemental 07 Casing: o
Total TCP $ 195,350 6700 ft 5 172" 15,5¢#
BHPI Net $_ 48,838 e 7 53 ft .
TANGIBLE DRILLING COSTS e$ ft
CODE 4515-10 X-on TCP ft T
- Hand e$ ft __ _50,500
01 Installation Cost $ 1,000 08 Tubing:
06 Casinghead ___ 1,000 6700 ft 2 7/8", 6.5%
07 Cond./Surface Csg ag ft 24,000
1200 _ft g 5/8 09 Hyd. § Other Pmp Equip. __
@s ft 13,600 20 Packers 2.000
10 Inter./Liner Csg 23 Other Well Equipment _ 2.000
ft
es$ ft - CODE 4515-21
ft 01 Installation Costs 5,000
es ft _ 11 Tanks . 6 .000
12 Buildings
Supplemental 13 Compressors _—
Total Tangible TCP § 15,600 14 Elec Line § Equip. _
BHPI Net § 3,900 15 Sepr. § Treaters 15,000
16 Line Pipe . 2,000
17 Dehy. Equipment
Total Drilling Cost TCP $ 210,950 18 Other Lse Equipment _ 1,000
BHPI Net Cost TCP $ 52,738 19 Misc Valves § Ftgs. _ 5,000
- Supplemental
Total Tang Comp. Cost $ 128,500
BHPI NET  $_32,125
TOTAL WELL COSTS GROSS § 396,450
BHPI NET $__ 99,113
PR-44 (Rev. 10-84)



STATE OF NEW MEXICO

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

GARREY CARRUTHERS POST OFFICE BOX 2088
GOVERNOR . STATE LAND OFFICE BUILDING
April 14, 1339 SANTA FE, NEW MEXICO B7504
1505) 827-5800
vr. Chad dic Re: NO. 9629, 9630,
'r. Chad Dickerson € SQSER 8096§ 8914 9631
Dickerson, Fisk & Vandiver )
l.ttorszrs ak T.Ew .
T ST Applicant:
Levent, 2nd zmione, Sulte E Yates Petrol c . a
Arbhosia, Tew cewice 88210 € etroleum Corporation an

BHP Petroleum Company, Inc.

Dear Sir:

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

Sincerely,

Al Neridacso

FLORENE DAVIDSON
OC staff Specialist

Copy of order also sent to:

Hobbs OCD X
Artesia OCD X
Aztec 0OCD

Other Thomas Xellahin




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. 9629
CASE NO. 9630
CASE NO. 9631
‘Order No. R-8914

APPLICATION OF YATES PETROLEUM
CORPORATION FOR COMPULSORY POOLING,
CHAVES COUNTY, NEW MEXICO

APPLICATION OF YATES PETROLEUM
CORPORATION FOR AN UNORTHODOX GAS
WELL LOCATION, CHAVES COUNTY, NEW
MEXICO

APPLICATION OF BHP PETROLEUM COMPANY
INC. FOR COMPULSORY POOLING AND AN
UNORTHODOX GAS WELL LOCATION, CHAVES
COUNTY, NEW MEXICO

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 8:15 a.m. on March
29, 1989, at Santa Fe, New Mexico, before Examiner David R.
Catanach.

NOW, on this 13th day of April, 1989, the Division
Director, having considered the testimony, the record, and
the recommendations of the Examiner, and being fully advised
in the premises,



CASE NO. 9629
CASE NO. 9630
CASE NO. 9631
Order No. R-8914
Page -~-2-

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) Division Case Nos. 9629, 9630, and 9631 were
consolidated at the time of the hearing for the purpose of
testimony, and inasmuch as all three cases concern the same
acreage in Section 36, Township 10 South, Range 26 East,
NMPM, Chaves County, New Mexico, one order should be entered
covering all three subject cases.

{3) The applicant in Case No. 9629, Yates Petroleum
Corporation (Yates), seeks an order pooling all mineral
interests from the surface to the base of the Ordovician
formation underlying the E/2 of Section 36, Township 10
South, Range 26 East, NMPM, Chaves 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. Said unit is to be
dedicated to a well to be drilled at a standard gas well
location 1980 feet from the North and East lines (Unit G) of
said Section 36.

(4) The applicant in Case No. 9630, Yates Petroleum
Corporation (Yates), seeks approval for an unorthodox das
well location 1650 feet from the North 1l1ine and 2310 feet
from the East line (Unit G) of Section 36, Township 10
South, Range 26 East, NMPM, Chaves County, New Mexico. Said
well location 1s now being proposed by Yates as the
preferable location to the standard well location described
in Finding No. (3) above.

2 il



CASE NO. 9629
CASE NO. 9630

CASE NO. 9631
Order No. R-8914
Page -3~

{5) The applicant in Case No. 9631, BHP Petroleum
Company Inc. (BHP), seeks an order pooling all mineral
interests from the top of the Wolfcamp to the base of the
Montoya formation underlying the E/2 of Section 36, Township
10 south, Range 26 East, NMPM, Chaves County, New Mexico,
forming a standard 320-acre gas spacing and proration unit
for all formations and/or pools within said vertical extent
developed on 320-acre spacing. Said unit is to be dedicated
to a well to be drilled at an unorthodox gas well 1location
1650 feet from the North line and 2310 feet from the East
line {(Unit G) of said Section 36.

{6) Both Yates and BHP seek authority in the subject
cases to drill and operate the subject well.

(7) The evidence presented in these cases indicates
that Yates controls 50 percent of the acreage (being the
SE/4 of said Section 36) in the proposed proration unit, and
that BHP (in partnership with Samedan 0il Company), by
virtue of a farmout agreement with Vvalley 0©0il and Gas
Company, also controls 50 percent of the acreage (being the
NE/4 of said Section 36) in the proposed proration unit.

(8) Both Yates and BHP have drilled and <currently
operate numerous Ordovician wells in the area.

(9) There is no significant difference in the drilling
costs, overhead rates, and risk penalties proposed by both

Yates and BHP at the hearing.

(10) Both Yates and BHP are in complete agreement that
the subject well should be located at the proposed
unorthodox location 1650 feet from the North line and 2310
feet from the East line (Unit G) of said Section 36.




CASE NO. 9629
CASE NO. 9630
CASE NO. 9631
Order No. R-8914
Page -4~

(11) The evidence presented indicates that BHP con-
tacted Yates on January 20, 1989 with the initial proposal
to develop the E/2 of said Section 36.

{12) In the absence of other compelling factors in
these cases, the rights to drill and operate the well in the
E/2 of said Section 36 should be awarded to the operator who
initially proposed the development of the subject acreage.

(13) The application of BHP Petroleum Company Inc. for
compulsory pooling in Case No. 9631 should be approved.

(14) The applications of Yates Petlroleum Corporation
for compulsory pooling in Case No. 9629 and for an
unorthodox gas well location in Case No. 9630 should be
denied.

(15) To avoid the drilling of wunnecessary wells, to
protect correlative rights, to avoid 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 production in any pool completion result-
ing from this order, the application of BHP Petroleum
Company Inc. in Case No. 9631 should be approved by pooling
all mineral interests, whatever they may be, within said
unit.

(16) BHP Petroleum Company Inc. should be designated
the operator of the subject well and unit.




CASE NO. 9629
CASE NO. 9630
CASE NO. 9631
Order No. R-8514
Page -5-

(17) The geologic evidence presented by both Yates and
BHP indicates that a well at the proposed unorthodox 1loca-
tion will penetrate the Ordovician formation at a more
structurally advantageous position above the gas-water
contact than a well drilled at a standard location thereon,
thereby increasing the likelihood of obtaining commercial
production.

(18) All of the affected offset acreage is controlled
by those parties who will own an interest in the subject

well.

(19) No other offset operator appeared at the hearing
and objected to the proposed unorthodox location.

(20) Approval of the proposed unorthodox location will
afford the applicant the opportunity to produce its just and
equitable share of the gas in the subject pool, will prevent
the economic 1loss caused by the drilling of unnecessary
wells, avoid the augmentation of risk arising from the
drilling of an excessive number of wells, and will otherwise
prevent waste and protect correlative rights.

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

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




CASE NO. 9629
CASE NO. 9630
CASE NO. 9631
Order No. R-8914
Page -6-

{23) 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.

(24) 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.

(25) $4100.00 per month while drilling and $410.00 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.

(26) All procééds 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.

(27) Upon the failure of the operator of said pooled
unit to commence the drilling of the well to which said unit
is dedicated on or before July 15, 1989, the order pooling
said unit should become null and void and of no effect
whatsoever.



st RNE

CASE NO. 9629
CASE NO. 9630
CASE NO. 9631
Order No. R-8914
Page -7~

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

(29) The operator of the well and unit shall notify the
Director of the Division in writing of the subsequent

voluntary agreement of all parties subject to the forced
pooling provisions of this order.

IT IS THEREFORE ORDERED THAT:

(1) All mineral interests, whatever they may be, from
the top of the Wolfcamp to the base of the Montoya formation
underlying the E/2 of Section 36, Township 10 South, Range
26 East, NMPM, Chaves County, New Mexico, are hereby pooled
forming a standard 320-acre gas spacing and proration unit
for all formations and/or pools within said vertical extent
developed on 320-acre spacing. Said unit shall be dedicated
to a well to be drilled at an unorthodox gas well 1location,
also hereby approved, 1650 feet from the North line and 2310
feet from the East line (Unit G) of said Section 36.

PROVIDED HOWEVER THAT, the operator of said unit shall
commence the drilling of said well on or before the 15th
day of July, 1989, and shall thereafter continue the
drilling of said well with due diligence to a depth
sufficient to test the Montoya formation.

PROVIDED FURTHER THAT, in the event said operator does
not commence the drilling of said well on or before the 15th
day of July, 1989, Ordering 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.




CASE NO. 9629
CASE NO. 9630
CASE NO. 9631
Order No. R-8914
Page -8-

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 Ordering Paragraph No.
(1) of this order should not be rescinded.

(2} BHP Petroleum Company Inc. 1is hereby designated
the operator of the subject well and unit.

(3) After the effective date of this order and within
90 days prior to commencing said well, the operator shall
furnish the bivision and each known working interest owner
in the subject unit an itemized schedule of estimated well
costs.

(4) wWithin 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 objection to actual well costs within said 45-day
period the Division will determine reasconable well costs
after public notice and hearing.



CASE NO. 9629
CASE NO. 9630
CASE NO. 9631
Order No. R-8914
Page -9-

(6) Within 60 days following determination of
reasonable well costs, any non-consenting working interest
owner who has paid his share of estimated well 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
exXceed reasonable well costs.

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

(A) The pro rata share of reasonable 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
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.



CASE NO. 9629
CASE NO. 9630
CASE NO. 9631
Order No. R-8914
Page -10-

(9) $4100.00 per month while drilling and $410.00

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 immediately be
placed in escrow in Chaves 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) sShould all parties to this forced pooling order
reach voluntary agreement subsequent to entry of this order,
the forced pooling provisions of this order shall thereafter
be of no further effect.



CASE NO. 9629
CASE NO. 9630
CASE NO. 9631
Order No. R-8914
Page -11-

(14) The operator of the well and unit shall notify the
Director of the Division 1in writing of the subsequent
voluntary agreement of all parties subject to the forced
pooling provisions of this order.

(15) The application of Yates Petroleum Corporation for
compulsory pooling in Case No. 9629 is hereby denied.

(16) The application of Yates Petroleum Corporation for
an unorthodox gas well location in Case No. 9630 is hereby
denied.

(17) 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.

STATE OF NEW MEXICO
OIL CONSERVATIONADIVISION

WILLIAM J. LEMAY
Director




