Vrew - amvdV’ L T Ve

AN
’q JRAS IV léiiygy}g]fnn ?ayn‘a‘ 72 n::w:ulog_!;,;,g_{ “,,.

L A A A A A .

...... it i S yry
. - . ew AL DRI PP - Wy 12 Sy L 37 5 Sty .ﬁt AV ve s v R Wq’ A
il i T wme=te. v Pemma .

R ,ng,n OF NEW MERTEUTT = et oo pSKY
e IR AR T ea D ONSTIITTE THRE S T Wi~ CA‘A{(J ?00“/
_ mrmens e s *ﬂu.'comw:anw"mww -
- =t m—‘:‘;“ﬁe h&.mm-wxs:- cnmitn o
Yoot = 2 TR Ly o DAY ..
o "'cumavvaﬁm"%wf‘-vm-_ Coe e
wE e '.'_'::'_""Pﬁkr, 39T DT LURSIEIER .."-'_.ZL'.:'.‘_T."'TT'T' . e
Lol -—— - {-a=1-'1:3. R —————
. = Richardsed bgw  ORDRRNORE: iSefin -
£ - APPLICATION= OB RICHARBRGH: . R
“omress Lo OFERATRG-- - SOMRAYE DR, R ~76L56= 1
te= .:;.-.:431'.-\ R e =) C vf’r'?‘\'.’]‘_.'xf@ . ? NN, '_-::.-' -':,-’_ _ . '
DOWNHOLE CO;\WGLING. AND AN IE
UNORTHODOX GAS WELL D}HE @;:
LOCATION, SAN JUAN COUNTY, NEW . of B2 5 Yy@ [
Y I
MEXICO. APR 2 & aon 041
J hj_}.’ ﬁ:}-
ORRER OF THE DIVISION rr
0
- OUH: @@ 79 @E‘./
BY THE DIVISION: [_@Em @ P

This cause cxme on for hearing at 8:15 a.m. oa December 19. 1996, at Santa Fe,
New Mexico, before Examiner David R. Catanach,

NOW, on this 13th day of January, 1997, te Division Director, having considered
memnmouy.thcmoﬁandmermmmuhdonsofthcﬁm apd 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 martec thereof.

(2)  Acthe time of the hearing this case was cousolidated with Case No. 11680
for the purpose of testimony.

', (3) Al the request of the applicant, the record, evidepce and testimony

presented in Case No. 11570, heard by the Division on fuly 11. 1996, are hereby
incorporated by reference in this case.
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(4)  The applicant, Richardson Operating Company ("Richardson”), seeks an
order pooling all mineral interests in tbe Undesignated West Kuz-Pictured Cliffs Pool
underlying the NE/4 of Section 15, Township 29 North. Range 13 West. NMPM. San
Juan County, New Mexico and all mineral interests in the Basip-Fruitland Coal (Gas) Pocl
underiying the E/2 of said Section 15, thereby forming a standard 180-acre and 3 standard
320-acre gas spacing and proration unix for both pools, raspectively. Both unjts ire 10 be
dedicated to its ROPCO “15" GW "A"-PC/"B"-FC Wel] No. 1 10 be drilled and completad
at an unorthodox gas well location for both intervals 2171 feet from the North line and 775
feet from the Easr line (Unit H) of said Section 15.

(5)  Applicant further sasks authorization to commingle conventional Picaured
Cliffs gas production with coal gas production from the Basin-Fruidand Coal {Gas) Pool
within the wellbore of the proposed well.

(6)  The E/2 of said Section 15 consists of some 76 different fee wracts all within
the City of Farmington. New Mexico.

(D  Richardson has proposed to all unleased minera] owners and working
interest owners the formaton of the two subject spacing units and the drilling of the
proposed well and has obtained the voluotary agreement of more than 96% of the interest
ownership within the 160-a¢re spacing unit and more than 91% of the Interast ownership
within the 320-acre spacing unit; however, the remaining balance of the interest owners
in the proposed uaits have not agreed to pool their interests.

(8)  Richardson has the right to drill for and develop those minerals underlying
both the proposed 160-scte and 320-acre units, Further, Richardson bas made a good faith
affort 1 teach a voluniary agreement wirh all mineral interest owpess underlying the two
subject tracts and is therefore entided to seek compulsory pooling.

(9)  The subject well location is within the boundaries of the Basin-Fruirand
Coal (Gas) Pool which is governed by Special Rules and Ragulations as promulgated by
Division Order No. R-8768, as amended, which require sandard 320-acre gas spacing and
profazion units witz walls to be located within the NE/4 or SW/4 of 2 section and no closer
than 790 feet from any outer boundary of the spacing unit nor closer than 130 feet from
any quarter sestion line nor closer than 10 feer from any quarter-quarter section line ot
subdivision inner boundary. The proposed well site is also located within three-fourths

of 2 mile from the West Kuzz-Pictured Cliffs Pool which Is subject 1o Rule 104 C(3) of !

the Division's statzwide rules and regulsdons. which currently provides for 160-acre
spacing and proration units with wells w0 be located oo closer than 790 fest 10 any outer

_—_

boundary of the wact nor closer than 130 feet to any quarter-quarter section of subdivision

inner boundary.
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(10) In aczordancs with the applicable Division notice tules, Richardson has
provided adequare notice t0 all interestad and affested partes regarding those mamers
associated with downhole commingling and the proposed ugorthodox location. Mr.
Merrill Kempton, of Farmington, New Mexico, & royalty owner, w'ho higs aoreed to join
his incerest of approximately 40 acres within the E/2 of said Section 15, is the owner of
the surface at which the well js to be located and bas entered his appearance by lecrs
dated Jupe 29, 1996 and July 16. 1996 in Case No. 11570 in opposition to the applicant
bur failed to appear at either the July 11, 1996 ot the July 25, 1996 bearings. No other
party has appeared in oppesition to the subject application.

{(11) Because of a combinarion of vatious surface use limitons imposed by "in-
town drilling”, Richardson is unable 10 locsts ity well at a standard gas well location
within the NE/4 of said Section 15 that sadsfies the locarion requirements of both the
Basin-Fruitland Coal (Gas) Pool and Undesignated West Korz-Pictured Cliffs Peol, and
thetefore seeks the proposed unortiodox location which it anticipates will satisty all the
requirements imposed by the Ciry of Farmington,

(12) In support of its unorthodox location request, Richardson introducsd an
aerial photograph, tract maps, and geologic evidence, incinding ¢ stratigraphic cross-
section and isopach map of the Upper Pictured Cliffs Sandstons which demonstrates tat:

(a)  the proposed unorthodox location is due to surface
topographical conditions and surface use limitations
imposed by the City of Farmingron;

(b) the proposed unorthodox locaton will serve 1w
minimize surfice disturbance within the NE/4 of
said Section 15 by being in close proximiry to a2 well
pad currently being used by Coneco Inc. for its
Farmington “B* Com Well No. 1 (APT No. 30-045-
08330), located 2300 feet from the North line and
1150 feet from the East line (Unit H) of said Section
13;

(c)  that in this instance there is oo significant geological
differences berween the closest sandard location and
the proposed unorthodox location; and,

(@ Richardson's proposed unorthodox gas well will
serve 10 provide for 2 suitabie well location for bod
intervals.
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(13) To date the City of Farmington has not yet issued a permit to Richardson
for the proposed weil location and should it be necessary for Richardson to reiocate its
well in the event the Ciry of Parmington reqires it 10 be moved for whatever reason, a
special administrarive procadure should be adopted in this particular instance to provida
for a “drilling window" within which Ricbardson may drill this well. Such a provision
will serve 1o avoid any unduc regulatory burden impesed upon Richardson of having to
reappear before a Division hearing examiner in order to modify this well jocarion.

(14) To avold the drilling of unnecessary wells, to protect correlative rights. ©
prevent waste, and to afford to the owner of each interest in said unirs the opporrunity o
recover ot receive without unnecessary expense his just and fair share of the production
in any pool completon resulting from thix order, the application of Richardson to pool all
mineral interests, whatever they may be. within said 160-acre and 320-acre units should
be approved.

(15) Richardson Operating Company should be designated the operator of the
subject well and units.

(16) Technical evidence presented to support Richardson's request to downhole
commingle both Fruitland coal gas and Pictured Cliffs gas production within the subjact
weil demonstrates that:

(a)  expected Fruitland coal gas production is insufficiens
to economically justfy a well solely for production
from that interval:

(b) the producing characteristics of both formations will
necessitate the inmstallation of two arificial lift
systems within a dually completed wellbore, which
could present cerrain mechanical difficulties:

(c) downhole commingling will serve to efficiently
recover Fruitland coal gas and Picmired Cliffs gas
reserves undsrlying each respective proration apd
spacing units;

(d) thers will be no crossflow betwesn the two
commingied pools:

(¢)  oeither commingled zope exposes the other 10
damage by produced fluids if any is sncountered;
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H the fluids from each zone are compatible with the
other:

(§) the value of the commingled production is not less
thain the sum of the values of the individual
production;

th)  while the ownership in each spacing unit is different.
the allocation formula proposad by the applicant is
fair and equitable and will afford each interest owner
the tight w receive its just and approptiate share of
production.

{(17)  Approval of the proposed downhole commingling will allow the applicant
the opporupity to recover the gas reserves in the Fraitland and Picmired Cliffs formations
underlying each respective proration unit thersby preventing waste and will not violats
correlative rights.

(18)  Subsequent to completon, the applicant proposes wo conduct a producrion
test on each of the subject zones in order w obtain initizl production data.

(19) The production tests should be of sufficient duration in order to obtain
stabillzed producing rates. In addition, the applicant should norify the supervisor of the
Azec districr office of the Division prior to conducring such production tests in order thac
such tests may be witnessed,

(20) The applicant should present the results of the production tesws to the
supervisor of the Aztec district office of the Division in order that the results may be
verified and approved for use in jts allocarion formula.

{21) Due to the namre of the Basin-Frujdand coal gas production, straight
allocation of gas volumes from both 20nes is oot appropriste, The applicant therefore
seeks the sdopuon of a monthly allocation formula, as shown on Exhibit “A” actached

. ‘ herew and made a part bersof,

(22) The oparator should be responsible for reporting the monthily gas production
from said well by udlizing the proposed allocaticn formula.

(23) Anangual repors should be submitted by theopem_orrobomthemmn
Santa Fe offices of the Division showing the complete computation for each month.

(24) Any condensate producton from the subjest well should be allocated
entirely to the Picrured Cliffs interval.
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(25)  Any change in the method of gas allocation between the two pools shoutd
be made only afrer due notice and hearing.

(26) To afford the Division an opporwmnity to assess the poteptial of wasiz and
to expediriously order the appropriats remedial actian, the operator should notify the Aztec
district office of the Division any dme the subject well is shur-in for seven consecurive
days.

(27) Any von-consenting working imarest owner should be afforded the
oppornuniry to pay his shage of the estimated well costs to the operator in lieu of payving
his share of reasonable well costs out of production.

28) At the time of the hearing the applicanr requested and presented testimony
for 3 maximum risk penalty factor of 200 percent 1o be assessed in the drilling of the
proposed well. However, said testimony was insuffisient to support assessing 2 maximum
200 percent risk penalty factor in this insmnce, therefore, based on precedent established
In compulsory pooling cases in the Basin-Fruitland Coal Gas Pool, 2 156 percent risk
penaity bas been established as being proper for wells within said coal zas pool.

(29) Any non<vnseqting working interest owmer should be afforded the
opporumiry 1o object to the actal well costs but actial well costs should be 2dopted as the
reasorable well costs in the absence of such objection.

(30) Following determination of reasonsble well costs, any pon-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 operatot any amount that paid estimated well costs exceed reasonable well
costs.

(31) $3,500.00 per momh while deilling and § 450.00 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 proporronate share of
such supervision charges anvibutable 1o each non-consenting woriing inzarest. 124 in
addition thereto, the operator should be authorized to withhold from production the
proyordmshnofmﬂexpemumquhdfmwdngmemh:im_mll. not in
excess of what are reasoable, anributable to each son-coaseming working interest.

(32)  All proceeds from production from the subject well which ace noc dxsbmsed
for any reason should be placed in escrow 10 be paid o the oue owner thereol upon
demand and proof of ownership.
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(33) Upon the fallure of the operator of said pooled unjes to commence the
drilling of the well to which said units are dedicated on or before April 15, 1957. the order

pooling sald unirs should become oull and void and of no effecr whatsoever.
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(34). - Should all the parties to this forcad pooling order reach voluntary agreement
subsequent 10 eniry of this order. this order shall thereafter be of no further effect.

(35)  The operator of the well and units shall norify the Director of the Division
in writing of the subsequant voluatary agreement of all parties subject to the forced
pooling provisions of this order.

1T IS THEREFQRE QRDERED THAT:

(1)  All mineral interests. whatever they may be, in the Undesignared West
Kurz-Picrured Cliffs Pool undertying the NE/4 of Sestion 15, Township 29 North, Range
13 West, NMPM, San Juan County, New MeXico and all mineral interests. whatever they
may be, in the Basin-Fruitland Coal (Gas) Pool underlying the E/2 of said Section 15. ate
hereby pooled to form a standard 160-acrs and 3 standard 320-acte gus spacing and
proration unit. respectively, for both pools. Both units are to be dedicated 10 the proposed
ROPCO “15* GW "A°-PC/*B“-FC Well No. | to be drilied and complewed at zn
unorthodox gas well location for both inecvals 2171 feet from the North line and 775 feet
from the Fast line (Unit H) of said Section 15.

PRQOVIDED HOWEVER THAT, the operator is authorized to relocate said well
nanymrﬁuloudonthniswiwint'dﬂningwindow‘bcinganuuwithinmeNEM
of said Section 15: (i) not closer than 790 feet to the North line of said Section 15; ()
pot closer than 790 faet to the westamn boundary of the NE/4 of said Secdon 15; (iii) nor
closer than 469 fect to the southern boundary of the NE/4 of said Secdon 15; (Iv) por
closer than 775 feet to the East line of said Section 15.

PROVIDED HOWEVER THAX, the operator of said units sball commence e
drilling of said well on or before the 15th day of April, 1997, and shail thereafter continue
the drilling of said well with due diligence w0 a depth sufficient to st the Plcrured Clitfs
formation.

PROVIDED FURTHER THAT, in the cvent said operator does 0ot commence the
drilling of said well on or before the 15th day of April. 1997, Decrerory Paragraph No.,
(1) of this order shall be mull and void and of no effect whatsoever, unless said operator
obuins a time extension from the Division for good cause shown.
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PROVIDED EURTHER THAT. should said well not be drilled to completion, o
abandonment, within 120 days after commencement thereof, s2id operator shall appear

before the Division Director and show canse why Decretory Paragraph No. (1) of this
order should not be rescinded.

(2)  Subsequent to compledon. the applicant shall conduct a production test on
each of the subject 20nes in order to obuain initial sabilized producing rates. In addition,
the applicant shall potify the supervisor of the Aztee districe office of the Division prior
0 conducting such productien fests in order that such test may be witnessed.

(3)  The applicant shall presant tha tesults of the production tests o the
supervisor of the Azvec district office of the Division in order that e resuls may be
verified and approved for use in its allocation formula.

(4)  The allocation of gas produced from boch zones shall be in accordancs with
the allocation formmla adopred for this well as further described in Exhibit "A™ atached
hereto and made a part hereof.

(5)  The operator is responsible for reporting the monthly §as production from
the subject well to the Division by utilizing the allocaion formula adopred herein. An
amﬂnpmshaﬂ'bembmimdbyﬂuopummbothdnumand&m&ofﬁces of
the Division showing the compiete computadan for the previous twelve month period.

(6)  Condensate production from the subject well shall be tllocated eairely 0
the Plctured Cliffs formation. Wawe production shall be reporied in 2 manner acceptable
to the supetvisor of the Aztec district office of the Division.

()  Any variance in the method of gas allocation berween the two pools shall
be made only after due notjce and hearing.

® mopcmorsbzllimnedmdynotifyxbeAmcdimictofﬁcsofuu
Division aqny time the subject weil has been shut-in for seven consecurive days and shail
concurrently present to the Division a plaa for remedial action.

(9)  Any change in the method of gas allocation between the two pools should
be made only after dus potice and bearing.

(10) Richardson Operating Company is heteby designated the operator of the
subject well and units.

(11) Afer the effective date of this order and within 90 days prior 10
commencing said well, thnopcmorshﬂlfuxnishmﬁDivlslonmduchmwnwoddng
interest owner in the subject units an itemized schedule of estimated well costs.

1
]
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(12) Within 30 days from the date the scheduls of cstimated well costs is
furnished to him, any non-consenting unleased mineral owner or uncommitied working
interest owner shall have the right to pay bis share of estimated wel} costs to the operator
in liew of paying his share of reasopable well costs out of production. and any such owner
who pays his share of estimated well costs as provided above shail remain ifable for
operating costs but shall 2ot be tiable for risk charges,

(13) The operator shall furnish the Division and cach known unieased mineral
owper or working inferest owner an itemized scheduls of acrua) well costs within 90 days
following complesion of te well; if a0 objection to the acmual well costs is received by
the Division and the Divisicn hes not oblecred within 45 days following recefpt of said
schedule. the actual we!l costs shall be tha reasonable well costs; provided however, if
there is objection to actual well costs within said 45-day period the Division will determine
reasonabie well costs after public notice and hearing.

(1) Within 60 days following determination of reasonable well costs, any noo-
consenting working intetest ownet who has paid his share of estimated well costs in
advance as provided above shall pay to the operator his pro ram share of the amount that
reasonable well costs exceed estimated well costs and shall recejve from the operator his
pro raa share of the amount that estimated well costs exceed reasonable well cosws.

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

(a)  the pro cau share of reasonable well costs anributable to each noo-
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 te drilling of the well, 156
percent of the pro rata shaxe of reasonabic well costs auyjbunable to
each non-consenting working interest owner who hag not paid bis
share of estimawed well costs within 30 days from the dace the
schedule of estirpated well costs is furnished to him.

(16) The operator shall distribute said costs and charges withheld from
production to the parties who advanced the well costs.
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(17) $3,500.00 per month while drilling and S 450,00 per month while
producing are hereby fixed 35 reasomable charges for supervision (combined fixed rates):
the operator is hereby authorized to withhold from production the proportionate share of
such supervision charges attributable to cach non-consenting working interesz, and in
additicn thereto, the operator is hereby authorized to withhold from production the
proporﬁomneshmofmﬂexpaﬂmtequjndforopmﬁngsunhwem not In excess
of what are reasonable, attributable to each nop-consenring working interest. The operator
is hereby amhorized to make anoaal adjustments of said combined fixed rates as of the first
day of April each year in accordance with the COPAS accounting schedule urilized by the
industry. )

(18) Any uniessed mineral interest shall be considered 2 seven-eigaths (7/8)
working inwerest and a one-eighth (1/8) royalty interest for the purpose of allocating costs
and charges under the terms of this order.

(19) Any well costs or charges which are to be paid out of production shall be
withheld only from the working interest's share of produstion, and no costs ot charges
shall be withheld from production anribunble to royalty interests.

(20) Anpmedsﬁvmprodmdnnfmmdumbjeawellwhinhaxenotdisbmscd
for any reason shall immediately be placed in escrow ia San Juan Counry, New Mexico,
to be paid 1o the true owper thersof upon demand agd proof of ownership; the operator
shal] notify the Division of the nzme and address of said ¢scrow agen within 30 days from
the date of first deposit with said escrow agent.

(1)  Should all the parties to this forced pooling order reach vojumary agresroeat
mummwnnofmm.&mmmmﬁnbeufmﬁm:ﬁm.

(v} Thcapunorofthemnmdunicsmnnoﬁfydn:birmoftbemvision
inwridngcfthesubsequemwhmmywofmpuﬁesmbjeamm forced
pooling provisions of this order.

vx)) Jumdkdonishmbyminedform:myofmchﬁmhuoﬁmuthe
Division may deem pecessary.

DONE st Sanm Fe. New Mexico, on the day and year hereinabove desigoated.

WILLIAM'J] LEMAY, Director
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ROPCO "15" GW "A"-PC/"B"-FC Well No. 1
MONTHLY GAS PRODUCTION ALLOCATION FORMULA
GENERAL EQUATION

Qt = Qftc + Qpe

WHERE: .

at = TOTAL MONTHLY PRODUCTION FROM WELL (MCF/MONTH)
Qfte = FRUITLAND COAL (FTC) MONTHLY PRODUCTION (MCEMONTH)
Qpe = RIETURED CLIFAS (PC) MONTHLY PRODUCTION (MCE/MONTH)

REARRANGING THE EQUATION TC SOLVE FOR Qi
Qfte = Qt-Qpe

ANY PROOUCTION RATE OVER WHAT IS CALCULATED FOR THE PICTURED CLIFFS (PC) USING THE
APPLIED FORMULA I8 FRUITLAND COAL (FTC) PROGUCTION.

PICTURED CUFFS (PC) FORMATION PRODUCTION FORMULA IS

Qpe = Qpci " e*{~{Dpe)*(t)}

WHERE:
Qpad = INITIAL PC MONTHLY FLOW RATE (CALCULATED FROM FLOW
TEST)
Opc = PICTURED CLIFFS MONTHLY DECLINE RATE CALCULATED

FROM: {Qpsi-Qpoabd¥Np(pe)
$ee Onjarmingion of Qpel and Pictursd Cuws Estimamng Utimste Recrvery (Np(hei}
Cpeadd = 300 meiid

WHERE:
Np(pe) = PICTURED CLIFFS ESTIMATED ULTIMATE
RECOVERY (EUR)
P+ 9.5 MNCFipsl * RY
P « 2L RESSFRVOIR PAESRNE (T soy S0
N » AGCOVERY IFVLD ANALDGYE v 848

SO 15 OETEAMNED FROM MATRALLL BALACT (LD ANALOGY) A0
VOLUMETRIC ACSIRVES A.OS ARAL TSI

" By caleulating Np(pe) from SIBHP and determining Qpci, Dpe can then be caiculated
utifizing the previously described peramvters.

THUS: Qfte = Qt-Qpel * vA{-{Dpe)*(t)}
WHEREE () =  TIME (MONTHS)FROM INITIAL PRODUCTION

_ REFERENCE: Thomessn, R, 8.. and Weight. J. D., "0l Property Eveiuation”, pages $2.53. 54



