
STATE CF NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING 
i CALLED 5Y TrIE OIL CONSERVATION 
! DIVISION FCR THE PURPOSE OF ; 
"• CONSIDERING: j 

CASE NO. 82j2 
! Order No. R-~435-A 

APPLICATION OF AMERIND OIL COMPANY 
FOR COMPULSORY POOLING, LEA COUNTY, 
YEN MEXICO 

CRTER OF TKE DIVISION 

: BY THE DIVISION: 

This cause came cn f c r hearing at 8 a.m. c i Tune 20 , 198-, ; 

a t Santa Fe, New Mexico, before Examiner .Michael E. Stogner. 

NOW, cn t h i s 28th day of June, 1984, the D i v i s i o n j 
D i r e c t o r , having considered the testimony, tha record, and the i 
recommendations of the Examiner, and being f u l l y advised i n tne : 
premises, 

FINDS: 

(1) That due pu b l i c notice having been given as r e q u i r e ! 
by law, che D i v i s i o n has j u r i s d i c t i o n of t h i s cause and the 
subject matter thereof. 

(2) That D i v i s i o n Case Nc. 3231 was consolidated w i t h 
t h i s case a t the time of hearing f c r the purpose c f testimony. 

(3) That the ap p l i c a n t , Amerind O i l Company, seeks an 
crder p o o l i n g a l l mineral i n t e r e s t s i n the Pennsylvanian 

ji formation underlying the N/2 SW/4 cf Section 21, Township 16 
j: South, Range 37 East, NMPN, Northeast Lovington-Pennsylvanian 
V Pool, Lea County, New Mexico, to be dedicated to i t s Kiggins 
... Trust, Inc. Weil Nc. 1 located at a standard l o c a t i o n 1980 fe e t 

frcm the South l i n e and 510 fe e t from the West l i n e cf said 
Section 21. 

(4) That the N/2 SW/4 of said Section 21 i s a standard 
80-acre o i l spacing and p r o r a t i o n u n i t f c r the Northeast 
_cvington-Pennsyivanian Pool. 

(5) That D i v i s i o n Order Nos. R-7484 and R-"7485 , both 
dated March 29, 1934, authorized Amerind O i l Company to pool 

:j a l l mineral i n t e r e s t s , whatever they might ba, i n the 
1 Pennsylvanian formation underlying tne E/2 SW/4 and the W/2 
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?•»•"/4, r e s p e c t i v e l y , farming two stand ard 80-acre o i l spacing 
c.'.J p r o r a t i o n uni::; tc be dedicated t c tvc \ . e l l : tc be d r i l l e d 
at standard l o c a t i o n s thereon. 

{6} That said D i v i s i o n Orders Nes. R-7434 and R-7485, 
both dated March 29, 1984, should be rescinded. 

( 7 i That the app l i c a n t has the r i g h t to d r i l l and has 
d r i l l e d i t s above described Hoggins T r u s t , Inc. Well No. i at 
said standard i c c a t i c n thereon. 

(8) That there are i n t e r e s t owners i n the N/2 S'.v/4 of 
said Section 2. who haT'e net agreed t c pool t h e i r i n t e r e s t s . 

(9) That t o avoid the d r i l l i n g of unnecessary w e l l s , t o 
pr o t e c t c o r r e l a t i v e r i g h t s , and to a f f o r d t c the owner cf each 
i n t e r e s t i n said u n i t the opp o r t u n i t y t o recover cr receive 
without unnecessary extensa his j u s t and f a i r share c f the o i l 
in said pool, the subject a p p l i c a t i o n should be approved by 
pooling a l l mineral i n t e r e s t s , whatever they ray be, w i t h i n 
saia u n i t . 

(10! That tne a p p l i c a n t should be designated tne operator j 
cf the subject w e l l and u n i ^ . 

( l i ) That any non-consenting working i n t e r e s t owner should \ 
be afforded the o p p o r t u n i t y t o pay h i s share of estimated w e l l I 
costs t c the operator i n l i e u c f paying h i s share of reasonable \ 
w e l l costs out of production. 

(12) That any non-consenting working i n t e r e s t o v e r who 
does not pay h i s share of estimated w e l l costs should have 
withheld from production h i s share of the reasonable w e i l costs 1 

plus an a d d i t i o n a l 200 percent thereof as a reasonable charge j 
for the r i s k involved i n the d r i l l i n g of the w e l l . 

: (13) That any non-consenting i n t e r e s t owner shcuLi be 
!, afforded the o p p o r t u n i t y t o object to the a c t u a l w e l l costs but 
• t h a t a c t ual w e i l costs should be adopted as the reasonable w e l l 

costs i n the absence of such o b j e c t i o n . 

(14) That f o l l o w i n g determination c f reasonable w e l l 
costs, any non-consenting working i n t o r e s t owner who has paid 
his share of estimated costs should pay t o the operator any 
amount t h a t reasonable w e l l ccsts exceed estimated w e l l cc.es 
and should receive f r r . t the operator any amount t h a t paid 
estimated v e i l ccsts exceed reasonable w e l l costs. 

|i (15) That $4 ,000.00 per month for the drilling and 5400.00 \ 
\ per month while producing shcu_d be f i x e d as reasonable charges j 

h 
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fo r supervision (combined f i x e d r a t e s ) ; t h a t the operator 
should be authorized to withheld frcm production the 
r o p o r t i o n a t e share of such supervision charges a t t r i b u t a b l e to 

each non-consenting working i n t e r e s t , and i n a d d i t i o n t h e r e t o , 
the operator should be author! ed to w i t h h e l d from production 
the p r o p o r t i o n a t e share of actual expenditures required f o r 
operating the subject w e l l , not i n excess of what are 
reasonable, a t t r i b u t a b l e t c each non-consenting working 
i n t e r e s t . 

(16) That a l l proceeds from production from the subject 
w e l l which are not disbursed f o r any reason should be placed i n 
escrow t o be paid t o the t r u e owner thereof upon demand and 

! proof cf ownership. 

! ~T IS THEREFORE 0RDE7ED: 
i 

(1) That D i v i s i o n C r i e r s Nos. R-7434 and R-7485, both 
datad March 29, 1984, are hereby rescinded. 

(2) That a l l mineral i n t e r e s t s , whatever they may be, i n 
the Pennsylvanian formation underlying the N/2 £'.7/4 of Section 

! 21, Township 16 Scuth, Range 37 East, NMPM, Northeast 
! Lovington-Pennsylvanian Pool, Lea County, New Mexico, are 
j hereby pooled t o form a standard 80-acre o i l spacing and 
i p r o r a t i o n u n i t to be dedicated to i t s Higgins T r u s t , Inc. Well ! 
! No. 1 located a t a standard l o c a t i o n 1980 f e e t from the South 

l i n e and 510 f e e t from the West l i n e c f said Section 21. 

(3) That Amerind O i l Co. i s hereby designated the 
operator of the subject w e l l and u n i t . 

(4) That w i t h i n 90 days a f t e r the e f f e c t i v e date of t h i s ; 

order, the ooerator s h a l l f u r n i s h the D i v i s i o n and o-cl known | 
working i n t e r e s t owner i n the subject u n i t an itemized s :heduleI 
of estimated w e l l costs. 

(5) That w i t h i n 30 days frcm the date the schedule o i 
estimated w e l l costs i s furnished t o him, any non-consenting j 
working i n t e r e s t owner s h a l l have the r i g h t t o pay his share c f i 
estimated w e l l costs to the operator i n l i e u of paying his 
share cf reasonable w e i l costs r ir. of production, and t h a t any 
sucn owner who pays hi s share cf estimated w e l l ccsts as 
provided above s h a l l remain l i a b l e f c r operating ccsts but 
s h a l l not bo l i a b i e f c r r^sk charges. 

! 
j. (6) That the operator s h a l l f u r n i s h the D i v i s i o n and each' 

known working i n t e r e s t owner an itemized schedule of actual 
w e l l costs w i t h i n 45 days a f t e r entry of t h i s order; t h a t i f nc ; 
o b j e c t i o n t o the actual w e l l coses i s received by the D i v i s i . . - j 
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and the D i v i s i o n has not objected w i t h i n 45 days f o l i c w i n e 
r e c e i p t of said schedule, the actual w e l l costs s h a l l be tne 
reasonable w e i l costs; provided however, t h a t i f t ; 2 i s an 
o b j e c t i o n t c actual w e l l costs w i t h i n s a l t 45-day period the 
D i v i s i o n w i l l determine reasonable w e l l costs a f t e r p u b l i c 
notice and hearing. 

(7) That w i t h i n 6 0 days f o l l o w i n g determination of 
reasonable w e l l c c s t s , any non-censenting worx::.j i n t e r e s t 
owner who has paid his share cf estimated costs i n advance as 
provided above s h a l l pay to tne operator hi.? pro r a t a share o 
the amount t h a t reasonable w e l l ccsts exceed estimated w e l l 
costs and s h a l l receive from the operator h i s pro r a t a share 
the amount t h a t estimated w e l l ccsts exceed reasonable w d l 
ccsts. 

(3) That the operator i s hereby authorised to w i t h h e l d 
the f o l l o w i n g costs and charges frcm production: 

(A) The pro r a t a share cf reasonable w e l l 
costs a t t r i b u t e to each nen-censer.ting 
working l n t e r e s . owner who has not paid 
h i s share of estimated w e l l costs w i t h i n 
30 days from the date tne schedule cf 
estimated w e l l costs i s f u r n i s h e d t o him. 

(B) As a charge f c r the r i s k involved i n the 
d r i l l i n g of the w e l l , 200 percent of the 
pro r a t a share of reasonable w e l l costs 
a t t r i b u t a b l e to each non-consenting 
working i n t e r s t owner who has not paid 
h i s share of estimated ,veli costs w i t h i n 
30 days from the date the schedule of 
estimated w e l l ccsts i s furnished t c him. 

(9) That the operator s h a l l d i s t r i b u t e said ccsts and 
charges w i t h h e l d frcm production tc the p a r t i e s who 
advanced fhe w e l l costs. 

(10) That ?4,OO0.0C per montn f o r the d r i l l i n g ana 
,.- . .00 per ironth while producing are hereby f i x e d as 
j t .--is enable chare is f o r supervision icombined f i x e d rate, j ; 
ipkat the operator i s hereby authorized t o w i t h h o l d from 
'picdvetien the proportionate share of suoh supervision 
darges a t t r i b u t a b l e t c each nen-censenting working 
i t e r e s t , and i n a d d i t i o n t h e r e t o , the operator i s hereby 
.ithorizec to w ithhold frcm production the p r o p o r t i o n a t e 
.are of a c t u a l expenditures required f o r operating such 

,.el.l, not i n excess of what are reasonable, a t t r i b u t a b l e t c 
bach non-consenting working i n t e r e s t . 
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(11) That any unsevered mineral i n t e r e s t s h a l l be 
^considered a seven-eighths (7/8) working i n t e r e s t and a 
one-eighth (1/8) r o y a l t y i n t e r e s t f o r the purpose of 

i i a l l o o a t i n g ccsts and charges under the terms of t h i s order. 

(12) That any w e l l costs cr charges which are t o be 
paid cut of production s h a l l be w i t h h e l d only from the 

^working i n t e r e s t ' s share of production, and no costs cr 
|charges s h a l l be w i t h h e l d frcm production a t t r i b u t a b l e to 
; r o y a l t y i n t e r e s t s . 

(13) That a l l proceeds from production from the 
;| subject w e l l which are not disbursed f o r any reason s h a l l 
immediately be placed i n escrow i n Lea County, New Mexico, 

- t o be paid to the t r u e owner thereof upon demand and proof 
c f ownership; t h a t the operator s h a l l n o t i f y the D i v i s i o n 

: of tne name and address c f said escrow agent w i t h i n 30 days 
; from the date of f i r s t deposit w i t h said escrow agent. 

(14) That j u r i s d i c t i o n of t h i s cause i s r e t a i n e d f o r 
\ the entry of such f u r t h e r orders as the D i v i s i o n may deem 
j necessary. 

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


