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STATE OF NEW MEXICO

ENERGY, MINERALS AND NATURRE. RESOKIRGESPEPARTMENT

OIL CONSEI}VATION DIVISION
« LEGOS LAW FIRM PG

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING: '

CASE NO. 11434
ORDER NO. R-10545

APPLICATION OF MERIDIAN OIL, INC. FOR COMPULSORY POOLING AND
AN -UNUORTHODOX GAS WELL LOCATION, SAN JUAN COUNTY, NEW
MEXICO.

ORDER OF THE DIVISION
BY THE DIVISION:

This cause came on for hearing at 8:15 a.m. on January 11, 1996, at Santa Fe,
New Mexico, before Examiner Michael E. Stogner.

NOW, on this 22nd _ day of February, 1996, the Division Director, having
considered 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, Meridian Oil, Inc. ("Meridian"), secks an order pooling all
mineral interests in the Blanco-Mesavcrde Pool underlying an existing 313.63-acre gas
spacing and proration unit comprising Lots 1, 2, 7, 8, 9, 10, 15, and 16 (the E/2
equivalent) of Section 23, Township 31 North, Range 9 West, NMPM, San Juan County,
New Mexico, for the drilling and completion of its proposed Seymour Well No. 7-A to
be drilled at an unorthodox infill gas well location 1,615 feet from the South line and
2,200 feet from the East line (Unit J) of said Section 23.

3) Said unit is currently dedicated to Meridian's Seymour Well No. 7 (API
No. 30-045-10597), located at a standard gas well location 1,170 feet from the North line
and 970 feet from the East line (Lot 1/Unit A) of said Section 23.
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G By New Mexico Oil Conservation Commission ("Commission") Order No.
799, dated February 25, 1949, the Blanco-Mesaverde Pool was created, defined, and 320-
acre spacing was established therefor. By Order No. R-128-C, issued on'December 16,
1954 the Commission instituted gas prorationing in the Blanco-Mesaverde Pool to be made
effective March 1, 1955. By Order No. R-1670-T, dated November 14, 1974, the rules
governing the Blanco-Mesaverde Pool were amended to permit the optional "infill drilling"
of an additional well on each 320-acre gas spacing and proration unit within the Blanco-
Mesaverde Pool.

®) Prior; to the hearing Doyle Hartman and Margaret Hartman, doipg business
as Doyle Hartman, Oil Operator ("Hartman"), who own a 12.500% working interest in
the subject acreage, filed a motion to dismiss this case. By letter dated January 8, 1996
the Division denied Hartman's request and this matter remained on the Division's docket
for the immediate hearing.

(6) At the time of the hearing Hartman and Four Star Oil & Gas Company
("Four Star") again requested that this matter be dismissed on the grounds that the subject
acreage is currently subject to an Operating Agreement and a Communitization Agreement
that have been in effect since 1953 and that Meridian failed to undertake reasonable efforts
to obtain voluntary joinder of their respective interests in drilling the proposed infill well.

)] Meridian was allowed to present testimony on land and ownership matters
in this case, which indicates that:

(a) the E/2 equivalent of said Section 23 consists of two
separate Federal oil and gas leascs each dated May 1, 1948,
with: ‘

{)) tract 1 comprising the NE/4 equivalent of said
Section 23 issued to John C. Dawson; and,

©.(if) tract 2 comprising the SE/4 eqmvalent of sald
Section 23 issued to Claude A. Teel;

() onMarch 30, 1953 a communitization agreement was made

" - for the F/2 equivalent of said Section 23 between Southern

Union Gas Company, Meridian's predecessor in interest and

as operator of the Seymour Well No. 7, and Skelly Oil
Company, Four Star's predecessor in interest;

(c) on April 10, 1953, the working interest owners in the E/2
equivalent of said Section 23 entered into an operating
agreement which:
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@ provided for the drilling of the Seymour Well No. 7
in Unit "A" of said Secgion 23;

(if)  designated Southern Union Gas Company operator
' of the unit;

(iii)  governs operations in the Mesaverde formation in
the E/2 equivalent of said Section 23; and,

(iv)  binds the successors and assigns of the original
parties; and,

(d) on November 10, 1953 Southern Union Gas Company
spudded the Seymour Well No. 7 and completed it as a
producing Mesaverde gas well to which the E/2 equivalent
of said Section 23 was dedicated. )
(8) By letters dated January 27 and April 12, 1993 Meridian advised all

working interest owners within this 320-acre unit that the 1953 Operating Agreement did

not contain any subsequent well provisions and therefore proposed a new Joint Operating

Agreement for the drilling of an "infill" Blanco-Mesaverde well in the SE/4 equxvalcnt of

said Section 23.

(9)  Meridian by letter dated October 31, 1995 renewed its request for a
voluntary agreement of the working interests for the drilling of the proposed infill well.
Eight days later by letter dated November 8, 1995 Meridian filed with the Division its
application to force pool this acreage for the Seymour Well No. 7-A.

(10) It is both Four Star's and Hartman's position that pursuant to Section 70-2-
17.C of the New Mexico Oil & Gas Act of N.M.S.A. 1978 the owners of Mesaverde rights
in the E/2 equivalent of said Section 23 have a voluntary agreement in place and that the
Division may not force pool this acreage. .

FINDING: Pursuant to Section 70-2-17.E. of said Act the Division may modify
the 1953 Operating Agreement to the extent necessary to prevent waste. The Division
therefore has jurisdiction over this matter.

(11)  Meridian, however, failed to make reasonable efforts to adequately obtain
voluntary joinder of all working interests for further development of this acreage prior to
filing its application, see Finding Paragraph (9), above; therefore, this case should be

dismissed at this time.
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IT IS THEREFORE ORDERED THAT:
Case No. 11434 is hereby dismissed.
DONE at Santa Fe, New Mexico, on the day and year hereinabove designated.

STATE OF NEW MEXICO
OIL CONSER'T’ATI N DIVISION

Do

WILLIAM J. &EMAY

Director

SEAL



