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STATE OF MNEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER DF THE HEARING
CALLED EY THE QIL CONSERVATICN
DIVISION FOR THE PURPOSE OF
CONSIDERING:

CASE NO. 9545
ORDER NO. R-8853

APPLICATION OF MERIDIAN OIL, INZ.
FOR COMPULSORY POOLING AND A NON-
STANDARD GAS PRORATION UNIT, SAN
JUAN COUNTY, NEW MEXICO

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 8:15 a.m. on November 22, 1988 and on
January 18, 1989, at Santa Fe, New Mexico, before Examiners Michael E.
Stcgner and Victor T. Lyon, respectively.

NOW, on this 3rd day of February, 1989, the Division Director,
having considered the testimony, the record and the recommendations of the
Exanuner, and being fully advised in the premises,

FINDSE THAT:

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

(2) At the time of the January 18, 1989, hearing this case was
consolidated with Case No. 9535 for purposes of testimony.

(3) The applicant, Meridian Ci, Inc., seeks an crder pooling all
mineral interests in the Basin-Fruitland coal Gas Pool underlying Lots 3, 1, 5,
5 and 7, th2 SE/4 NW/4, and the E/2 SW/4 of Section 6 and Lots 1 and 2 and
the E/2 NW/4 of Section 7, Township 3C North, Range 8 West, NMPM, 3an Juan
County, New Mexico, forming a nen-standard 331.00-acre gas spacing and
proration unit to be dedizated to its Howell G Com Well Mo. 2300 to be drilled at
a previously approved unorthedex ~cal Jas well location (R-3743) 1430 feet from

the North line and 1090 feet from *he West line (Unit F) of said Section &.

(4) There are interest cwners in the preposed proration unit who have
not agreed to pool their interests.
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(5) To avoeid the drilling of unnecessary wells, to protect correlative
r:ghts. to prevent waste and to afford to the ocwner of 2ach interest in sard uni
the opportunity to recover sr recelve without Ulnecessary exzpense his uat oargd
fair share cf the gas 11 said pool, the subject aprlication should ba Approvend

by posling all mineral interests, whatever they may be, within said upit,

(5) Tre applicant should be designated the operator of the subiect wel)
and unit.

(73 Any nen-consenting werking interest owner should be afforded tha
opportumty tc pay his share of estimated well costs to the operator in liey of
Paying his share of reasonable well costs out of production,

(8) Any non-consenting working interest owner wh does nct Pay his
share of estimated well ¢2sts should have withheld from preduction his share - f
r2ascnable well costs plus an additicnal 156 percent therecf as a reascnarle
charge for the rigk involvad in the drilling of the well.

(9) Any non-consenting interest owner should be afforded the
cppertunity te objact tc the actual well costs but actual well costs should ke
adepted as the r2asonable well costs in the absence of such objecticn.

(10) Follewing determination of reasonable well costs, any nen-
cons2nting working interest owner who has paid his share cf estimated costs
sheuld pay to the cperater any amount that reasonable well costs exceed
estimated well costs and shculd receive from the cperator any amount that paid
estimated well costs exceed reasonable well costs,

(11) $3500.00 per morth while drilling and $300.09 per month while
rrcducing should be fixed as reasonable charges for supervision (zomhined
fized rates); the cperator should be authorized to withhold from production *he
proportionate share of such supervisicn charges attributable to each non-
censenting working interest, and in addition thereto, the operator should he
authorized to withhold from producticn the propertionate share of actual
expenditures raquired for operating the subiect well, not in excess of what are
reascnable, attributable to each nen-consenting working interest.

(12) Al praceeds from preduction from the subject well which ara not
disbursed for any reason should be placed in escrow *o be paid to the trua
owner thereof upon demand and proof of ownership.

(13) Upon the falure of the operator of said pooled unit to commence
driling ¢f the well to which said unit is dedicated on or befors April 15, 1909,
the order pooling said unit should become null and void and of no further affect
whatsoevar,

(14) Should all the parties to this force-pooling reach voluntary
agreement subsequent to entry of this oridar, this order should thereafter be of
no further effect,
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715)  The operater of the well and unit should notify the Directer »f the
Division in writing of *he subsequent voluntary agreement of all parties subject
to the force-rooling provisions of this order.

IT IS THEREFORE ORDERED THAT:

(1) All rineral interests, whatever they may b2, are herehy rooled in
the Basin-Fruitland Coal Gas Pool underlying Lots 2, 4, 5, 6and 7, the SE. 4
NW/4, and the E/2 SW/4 of Secticn 5 and Lots 1 and 2 and the E/2 NW/1 of
Secticn 7, Tewnship 30 North, Range 3 West, NMPM, San Juan County, New
Mexicos, forming a non-standard 331.00-acre gas spacing and proration unit ta
e dedicated ro the Meridian Cil, Inc. Howell G Com Well No. 300 to be drilled
at a previously approved uncrthodox gas well location (R-8778) 1420 fast frem
the Nor*h line and 1090 feet from the West line (Unit F) of said Sezstion 5.

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

PROVIDED FURTHER THAT, in the event said operator does not
commence the drilling of said well on cr before the 15th day of April, 1989,
Ordering Paragraph HNo. 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 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 ke rescinded.

(2) Meridian Qil, Inc. is hereby designated the operator of the subject
well and unit.

(3) Rfter the effective date of thig order and within 90 days prior *n
commerccing said well, the operator shall furnish the Division and each kno>wn
working interest owner in the suibject unit an itemized schedule of estimated
well costs.

(4) Within 30 days from the date the schedule of estimated well ~osts is
furnished ts him, any non-consenting working interest owner shall have the
right to pay his share of astimated well costs to the operator in liey cf paying
his share of reasonable well costs out of production, and any such owner whe
pays his shar2 of estimated well costs as provided above shall remain liable for
operating costs but shall not be liable for risk charges.
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(9) The operator shall furnish the Division and each kncwn werking
interest owner an itemized schedule >f actual well costs within 99 days following
complztion cf the well; if no objection to the actual well chsts is roceivad By ke
Division and the Div:ision has not cbijected within 45 days following receip* 2
sald schedulz, the actual well costs shall be the rzascnable well -osts; provided
Fowever, if ther2 is an objection to actual well costs within said 45-day periol
the Division will cletermine reasonable well costs after public notice and
hearing.

(6) within 6C days fsollowing determination of reasonable well zosts, anvy
nen-censenting working interest cwner who has paid his share of estimated
costs in advance as provided above shall pay to the operator his pro rata share
of the amcunt that reascnable well costs exceed estimated well costs and shall
receive from the operator his pro rata share of the amount that estimated well
costs axceed reascnable 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-censenting
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
rilling of *he well, 156 percent of the pro

rata share c¢f reasonable well costs
attributable to each non-consenting
working interest owner who has not paid
his share of astimated well costs within 30
days from the date the schedule of
astimated well costs is furnished to him.

(8) The operater shall distribute said costs and charges withhsld frem
prceducticn te the parties who advanced the well costs.

(9) $3500.072 per month while drilling and $300.00 per mcnth while
producing are hereby fixed as reasonable charges for supervision (combhined
fixed rates); the operator is hereky authorized to withhold from prcduction the
proportionate share of such supervisicn charges attributable to each non-
consenting working interest, and in addition thereto, the <cperater is h=rehy
autherized to withhold from production the preportionate share of actual
axpenditures requirad for operating such well, nct in excess ¢f what are
reasonable, attributable to each non-consenting working interest.
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(10) Any unleased mineral interast shall be censidersd 3 ssva
(7/8) worxing inrterast and a one-eighth (1/2) royalty interest for the LUrpese
2f allocating costs and charges under the terms of this srder,

(11)  Any well c2s*s or charges which are to be paid out of praduction
shall ke withheld only from the woriing interest's share of preduction, and no
costs or charges shall be witaheld from production attributabie to revalty
interests.

(12} All proceeds “rem production from the subject well which ar~ not
dishursed for any reason shall ha rlaced in escrow in San Jaan County, New
Mexico, to be paid to the true owner thereof upon demand and proof f
ownership; the onerater shall notify the Division of the name and address of
sald escrow agent within 30 days from the date of first deposit with sa:d escrow

2gent.

(13) Shculd all the parties te this force-pooling reach voluntary
agreement subsequent to entry of this order, this order chall ther=safter be of
no further effect,

(14} The orerator of the well and unit shall netify the Directer of the
Division in writing of tne subsequent voluntary agreement of all parties suhrect
tc the force-pooling provisions of this ordar.

(15) Jurisdicticn of this cauce is retained for the entry of such further
orders as *he Division may deem necassary.

DCNE at Santa Fe, New Mexico, on the day and vear hereinabove
cesignated.

STATE OF NEW MEX
OIL CONSERVATI§N

VISION

(R

WILLIAM J. LEM
Directer

SEAL
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