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NEW MEXICO DEPARTMENT OF ENERGY, MINERALS‘AND NATURAL RESOURCES

IN THE MATTER OF THE APPLICATION

OF TEXACO PRODUCING, INC. FOR

COMPULSORY POOLING, LEA COUNTY,

NEW MEXICO. CASE NO. 9490
ORDER NO. 8807

APPLICATION OF TEXACO PRODUCING, INC,
FOR A DE NOVO HEARING

COMES NOW TEXACO PRODUCING, INC. by and through its
undersigned attorneys, Campbell & Black, P.A., and pursuant to
Section 70-2-13, N.M.S.A., 1978, states that it 1is a party
adversely affected by Division Order R-8807 entered on December 28,
1988 in Case 9490 (Exhibit "A") and accordingly requests that this
case be set for a De Novo hearing before the New Mexico 0il
Conservation Commission.

Respectfully submitted,

CAMPBELL & BLACK, P.A.

. Okt tbed)

J. SCOTT HALL

Post Office Box 2208

Santa Fe, New Mexico 87504-2208
(505) 988-4421

ATTORNEYS FOR TEXACO PRODUCING, INC.
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STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATICN DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSEZRVATION
DIYISION FOR THE PURPQSE OF
CONSIDERING:

CASE NO. 9490
ORDER NO. R-8807

APPLICATION OF TEXACO PRODUCING, INC.

FOR COMPULSORY POOLING, LEA COUNTY,
NEW MEXICO

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 8:15 a.m. on October 26,
1988, at Santa Fe, Mew Mexico, before Examiner Michael E.
Stogner.

NOW, on this 28th day of December, 1988, the Division
Director, having considered the testimony, the record and the
recommendations of the Examiner, and being fully advised in the
premises,

FINDS THAT:

{1) Due public notice having been given as required by law,
the Division has jurisdiction of this cause and the subject
matter thereof.

{2) The applicant, Texaco Producing, Inc., is the cwner and
operator of the West Jal "B" Deep Well No. 1 located 1980 feet
from the North line and 660 feet from the East line (Unit H) of
Section 17, Township 25 South, Range 36 East, NMPM, Lea County,
New Mexico. Said well was spudded on June 12, 1975 and drilled
to a total depth of 18,945 feet. On January 16, 1976 said well
was completed in the West Jal-Fusselman Gas Pool (perfcrated
interval from 16,411 feet to 16,439 feet), where, from February
1976 until May 1980, it produced 1,251,368 MCF of gas and 13,262
barrels of condensate. 1In June 1980 said well was plugged back
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and recompleted to the West Jal Atokz Gas Pool (perforated

interval from 12,582 feet to 12,706 feet) and produced a toctal ~f
146,350 MCF of g=zs ard 9283 Farr?l€ of condencate until Febkruary
1384. Tor both the West Jazl Fusselman Gas Pool and West Jzl-
2atoka Gas Pocl, said well had decdicated to it the E/2 of <=3id
Secticn 17, forming a standard 3293-acre gas sgpacing and groration
unit for said peols

(3) At the time this well was originally 4drilled, a leas=2
agraement signed by 2all of the interested parties within the E/Z
2f said Section 17 was in effect.

{4y In March 1984, said well was plugged back and
recomplet=2d in the West Jal Wolfcamp Pocl (perforated interval
11,416 feet to 11,425 feet) as an oil well with the SE/4 NE/4
{Unit H) of said Section 17 dedicated to it forming a standard
40-acre 0il spacing and proraticn unit for said pool.

{5} The applicant now proposes to abandon the present
Wolfcamp ¢il producing zone and test all formations to the base
of the Strawn formation in the existing wellbore.

(6) The applicant further seeks an order pocling all
mineral interests in any and all formations to the base of the
Strawn formation underlying the E/2 of Section 17, Township 25
South, Range 36 East, NMPM, Lea County, New Mexico, forming a
standard. 320-acre spacing and proration unit for any and all
formations developed cn 320-acre spacing.

(7) Said unit is to be dedicated to said West Jal "R" Deep
Well No. 1 located at a standard location 1980 feet €from the
North line and €60 feet from the East line of said Section 17.

{8) There are interest owners in the proposed proration
unit whe have not agreed to pool their interests.
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{2}y Mr. W. D. Dinwiddie 2
unlieszsed mineral interest owner
3pteared at the hearing and cbj

fi2; It app=sars that prier
snd Mr. W, T, éiRWde;e czuld n
mutually acceptiable

f11) Tc avoid the cdrilling of unnecessary wells, f£C vrotect
~crrelative rights, *c¢ prevent waste and to afford to tThe owner
of each interest in said unit the cpportunity %o reccvar cr
receive without unnecessary expense his just and fair shar=s of
the gas in any pcol completion resulting from this order, the
csukiject applicatisn should be approved by pooling all mineral
interests, whatever they may be, within said unit for pccecls cor
fcrmations cevelcped on 220-acre units.

{12} The applicant shculd be designated the cperatcr of the
subject well and unit.

(i3) any non-ceonsenting working interest owner should be
affcrded the opportunity to pay his share ¢f estimated well =
to the cperator in lieu of paying his share c¢f reascnable well

ccsts out of production.

{14) At the time of the hearing the applicant prcposed a
percent risk penalty be imposed on the cost of recompleting s
well.

(15) Inasmuch as the wellbore 1s in existence and appeiars to
be in gocod shape and pursuant to the testimony presented zt the
hearing, the propcsed 200 risk penalty is somewhat exXcessive and
should therefore be reduced to reflect this particular situatic

{1£) Any non-consenting working interest owner who dcoces nct
pay his share of estimated well costs should have withheld from
precduction his share ¢f reasonable well costs plus an additicnal
75 percent therecf as a reascnable charge for the risk invelved
in the reccmpleticn of the well.

ng interest owner should be afforded
to the actual well costs but actual
ed as the reascnable well costs in the

{17} Any non-consenti
the cpportunity to cbject
well costs should be adopt

absence ¢f such objectic



(18) Following dsterminaticn cof asonabla well <ozts, anv
ncn-consenting working interest owner who has paid his share =2
o2stimated costs cheould pay to the coperator aqy amount that
reacaonable well ~e3%tt ewmcesd sstimatad well ceosts and ghonaid
raceive from the crerator any zmount that 3aid estimatsd well
Tosts ewreed r2asonable well costs.,

{19} $3020.C0 per menth while receompleting and 550.00 per
month while praducing should be fixed as rsascnable charges feor
supervision !{ccocmbined fixed rates); the operator should be

autheorized to withhold from preducticn the preporticnate share of
zuch supervisicon charges attributable to each nen-zonsenting
working interecst, and in addition thereto, the operator shculd be
authorized to withheld from preduction the proporticnate chzare of
actual expenditurss required for operating the subject well,K not
in sxcess of what are reasonable, attrikbutable to =2ach non-

consenting working interest.

{20) All proceeds from producticn from the subject well
which are not disbursed for any reason shculd be placed in escreow
to be paid to the true owner therecf upen demand and proof of
2wnerchip.

(21) Upon the failure of the operator of said pooled unit to
commence reccmpleticn operations on the well to which said unit
iz dedicated on or bhefore March 1, 1989, the order pocling said
unit should become null and void and of no further effect
whatscever.

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

{23) The operator of the well and unit should notify the
Director of the Division in writing cf the subsequent voluntary
agreement of all parties subject to the force pcoling previsions
of this order.

IT IS THEREFORE ORDERED THAT:

(1) All mineral interests, whatever they may be, in any and
211 formations developed on 320-acre spacing and proration units,
to the base of the Strawn formation underlying the E/2 0f Section
17, Towncship 25 Scuth, Range 3€ East, NMPM, Lea County, New
Mexicon, are hereby pooled to form a standard 320-acre gas spacing
and proration unit to be dedicated to the existing West Jal B
Deep Well Mo. 1 located at a standard gas well location 13920 feet
from the North line and 660 feet from the East line of said
Section 17.
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PROVIDED HOWEVER THAT, the operator of said unit shall
commence the recompletion operations on said well on or befors
the 1st day of March 1989, and shall thereafter continue the
racompletion of said well with due diligence to a depth
sufficient to test any and all formations to the base ¢f the
strawn formation.

PROVIDED FURTHER THAT, in the event said operator does not
commence the recompletion operations on said well on or before
the 1st day of March, 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.

PROVIDED FURTHER THAT, should said well not be recompleted
or abandoned, within 120 days after commencement thereof, said
operator shall appear befcore the Division Director and show cause
why Ordering Paragraph No. (1) of this order should not be
rescinded.

(2) Texaco Producing Inc. is hereby designated the operatcer
of the subject well and unit.

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

{4) Within 30 days from the date the schedule of ectimated
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 recompletion 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 fcllowing
receipt of said schedule, the actual well costs shall be the
reasonable well costs; provided however, if there is an objesction
to actual well costs within said 45 day period the Division will
determine reasonable well costs after public notice and hearing.
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(6) wWithin 60 days following determination of reasonable
well costs, any non-consenting working interest owner who has
paid his share of estimated costs in advance as provided above
shall pay to the operator his pro rata share of the amount that
reasonable well costs exceed estimated well costs and shall
receive from the operator his pro rata share of the amount that
estimated well costs exceed reasonable well costs.

{7) The operator is hereby authorized to withhold the
following costs and charges frem 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.

(B) As a charge for the risk involved
in the recompletion operations of
the well, 75 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.

(S) $300.00 per month while recompleting and $50.00 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 r
working interest, and in addition thereto, the operator is hereby :
authorized to withhold from production the proportionate share of t
actual expenditures required for operating such well, not in
excess of what are reasonable, attributable to each non-
consenting working interest.
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(10) Any unleased mineral interest shall be considered a
seven-eighths (7/8) working interest and a one-eighth (1/8)
royvalty interest for the purpecse of a2llocating costs and charges
under the terms of this order.

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

{13) should all the parties to this force-pooling reach
voluntary agreement subsequent to entry of this order, this order
cshall thereafter be of no 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 subject to the force-pooling provisions
of this order.

(15) Jurisdiction of this cause is retained for the entry of
such further orders as the Division may deem necessary.

DONE at Santa Fe, New Mexico, on the day and vear
hereinabove designated.

STATE OF NEW MEXICO

OIL CONSERVATION VISION

WILLIAM J. LEMA
Director

S EAL



