BEFORE THE OIL CONSERVATION COMMIBSION
OF THE SBTATE OF NEW MEXICO

IN THE MNATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISBION OF THE 8%313 OF NEW
MEXICO FOR THE PURFC _
CONSIDERING:

IN THE MATTER OF THE APPLICATION

OF BAUL A. YAGER, ET AL FOR THE

COMPULBORY POOLING OF THE N¥W/4

N¥/4 OF SECTION 18, TOWNSHIP 32

RORTH, RANGE 10 WEST, BAN JUAN

GOHRTY NE¥ MEXI(O, VWITE THE

8W/4, THE 8/2 3'{4, AND NE/4 NW/4

OF SECTION 15, TOWNBHIP 32 NORTH,

RANGE 10 IZS?, SAN JUAN COUNTY,

NEW MEXICO, CASES NO, lgeogegnsglidat'd
1001

IN THE MATTER OF THE APPLICATION Order No. R-793
OF EL PASO NATURAL GAS COMPANY
FOR AN UNORTHODOX SPACING UNIT
AND GAS PRORATION UKIT CONBISTING
OF 277 ACRES, 1OCATED IN W/2 OF
BECTION 15, TOWHEHIP 32 NORTH,
RANGE 10 WEST, NMPM, OR IN THE
ALTERNATIVE, FOR COMPULSORY
POOLING OF THE W/2 BECTION 15,
TOWNSHIP 32 NORTH, RANGE 10 uss*r,
NMPH.

ORDER OF THE COMMISSION

BY THE COMMISSION:

These causes came on for hearing at 9 o'clock a.m.
on January 19 and again at 9 o'clock on Japuary 20, 1986, before
the 0il Conservation Commission, bereinafter referred to azs the
"Commission”, at which time upon stipulation of the parties, the
two cases were consolidated for the purposes of hearing and any
review or appeal therefrom.

NO¥W, on this 5?57 dsy of April 1856, the Com~
mission, a guorum being present, haviag considered the record,
evidence, and testimony adduced, and being fully advised in the
premises,

?IHES:

(1) That due notice of the time and place of hearing
and the purpose thereof having been given a8 required by law, the
Commission bas jurisdiction of these cases and the subject matter
thereof.

{2) That applicants Saul A. Yager, et al, in Cape
No. 1000, are the owners of all the oil and gae and other minerals
underlying the NW/4 ¥NW/4 of Section 15, Townghip 32 North, Range
10 West, San Juan County, New Mexico, said mimeral interest being
unleased and constituting 40 acres.
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{3) That applicant, El Paso Natural Gas Company in
Casze No. 1001, hereinafter referred to as "El Paso” is the owner
of three oil and gas leases in the W/2 of Sectien 15, Township
32 North, Range 10 West, NMPM, said leaxses totalling approximately
174 acres, and the location of said leased acreage beiag more
particularly ashowa on said applicant's Exhibit "A" accompanying
its applieation in Case No., 1001, which is a portion of the record
herein.

~ ¢(4) That Pacific Northwest Pipelime Corporation, here-
innfter relerred to as "Pacific”, is the owner and bolder of lease-
hold rights or opersting rights under jfour oil and gas leasss in
the W/2 of Bection 15, Township 32 North, Range 10 VWest, NMPM,
said leases totalling approximately 108 acres, snd the location of
said acreage being more particularly shown on El Paso's Exhibit "A"
accompanying its application in Case No. 1001, which is 2 portion
of the record harein.

- §{8) That Mr. Dave Clark is the owner of all the oil,
gas, and other minerals underlying 3 acres of land in the NE/4
8W/4 of said Section 15, the location of said acreage belng more
particularly shown on El Paso's Exhibit “A™, accompanying its
application in Case No. 1001, which is a portion of the record herdin.

{6) That El Pago desires to drill a well to the
Mesaverde formation in the SW/4 of maid Section 15, in accordance
with the spacing pattern for wells in Blanco~-Mesaverde Pool as
provided by Order R-110, that Pacific is willing to, and has agreed
to, commuasitize its acresge with that of El Paso, and to pay its
proporticaate share of the costs in drilling said well and develop-
ing the W/2 of maid Section 135,

(7) That the Yager Group is willing to communitize
its acreage with that of El Paso and Pacific to form a drilling
and proration unit conisisting of the W/2 of said 8ection 15, but
is unwilling to pay its share of the drilling costs in cash, pro-
posing instead that their proportionate shavre of the drilling costd
be taken out of the production attributable to the 7/8's working
interest of the said 40 acre tract owned by the Yager Group.

(8) That the said Dave Clark im unwilling to
communitize his said 3 acres with other acreage in the W/2 of
Section 18.

{9) That the said Dave Clark, although duly given
notice of the hearing of these cases, was not preseat at the heari
herein, nor has he entered any appearance or pleading in either of
these proceedings; the said Clark has given no indication, evidemced
po intention, or made no application to the effsct, that he desi
to drill on his separate 3J-acre tract in accordance with Section 3
() of Order R-110 or paragraph ¢ of Bec. 65-3~14, NESA, 1953
comp .

{10) That the drilling of a separate well on said
3-acre tract belonging to Dave Clark would constitute the drilling
of an unneceasary well.
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€11} That one well drilled im the W/2 of said
Bection 18 t¢ the Mesaverde formation would efficiently and
economically drain the entire 320 acres,

{(12) That the eatire W/2 of said Section 18 ocan
reasonnably be presumed to be productive of gas from the Mesaverde
formation.

{13) That the compulsory communitization of all the
acreage in the W/2 of sald Section 15 is necessary to eamble each
owner therein an opportunity to recover its just and equitable
share of the reservoir energy in the Blanco-lesmaverde formation.

{14) That according to evidence hefore the Com-
mission in these cases, the cost of drilliag, completing and
equipping a well in the ¥W/2 of sald Section 15, to be completed
in the Mesaverde formation, will be $65,000, including reasonable
supervisory costs.

(15) That sach of the owners of acresge in said W/2
of Section 15 should share in such cests, on terms wkich take
into consideration the proportionate acreage owned by each and the
risk, or lack of risk, each party is to assume or avoid.

IT I8 THEREFORE ORDERED:

1. That all of the interests of zll parties in the
W/Z% of Section 18, Township 32 North, Range 10 VWest, NMPM, San
Juan County, New Mexico be, and the same are, hereby pooled and
communitisged by this order, and the said W/2 of Besction 15 is
hereby recognized as & pooled and comwunitized tract in the Blanco
Mesaverde Pool in Ban Juan County, New Mexico.

2. That the applicant El Paso be, and is hereby,
permitied and authorized to drill a well in the SW/4 of said
Section 15, by complying with the terms and provisions of Order

3. That, for the purposes of this order, the sum
of $65,000 is fixed as the cost of drilling, completing, and
equipping a well to sai sEmon source of supply, said figure
including reasonable costs of supervision.

4., That upon completion of said well the applicant
El Paeo shall submit to the Commission a verified statement of
actual costs incurred, the Commission reserving jurisdiction to
redeternine the cost of such well in the cmse of any dispute.

5. That the basic proportions of the cost of drilling,
completion and equipping the said well to be drilled by El Paso
shall be borne as follows: El Pase Natural Gas Company - 174,
Prcific Northwest Pipeline Corporation -~ 103, the Yager Group ~

40 and Dave Clark - 3 .
3% 330
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6. That Pacific Northwest, the Yager Group, and
Dave Clark shall pay their share of costs of El Paso by either
ons of the two following methods:

{a)} They shall each pay their basic
proportionate share of costs, or
furnish a sufficient guarantee of
said payment, to El Paso within
fifteen days from the date of this
order, sald payment insuring to
each said party its same proportionate
share of the working interest in said
well,

(b) That the said parties sball be permitted
to wait the outcoms of the drilling,
and if production is found in the Mesa-
verde formation, El Paso shall be
permitted to withhold the proceeds
(1) Zrom the preporiionate share of
the working iaterest preduction of
Pacific Northwest from said well,
and (2) from the proportionate share
of 8/8 production of the Yager Group
and Dave Clark from said well, until
such time as the applicant is reimbursed
in the amount of 126 perceat of such
parties’ basic proportionate share of
the well costs, after which time the
said parties shall receive their
proportienate share in the working
interest in said well,

7. That Pacific Northwest, the Yager Group, and
Pave Clark ars hereby required to make an election within 15
days of the date of this order as to which method they desire
to pursue in the payment of their share of costs, said election
to be in writing, addressed to the main office of El Paso Natural
Gas Compauy in E1 Paso, Texas, with a copy to the offices of this
Commission in Baata Feo, New Mexico.

DONE at S8anta Fe, New Mexico, on the day and year
hereinabove designated.
STATE OF NEW MEXICO

OIL COMBERVATION COMMISSION

Gl F L

HN F. SIMMS, Chairman
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