
STATE OF NESt MEXICO

ENERGY, MINERALS, AND NATURAL RES()[ RCES DEPARTMENT
OIL CONSERVATION DI\ ISION

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

CONSIDERING:
CASE NO. 11632

Order No. R-10687

~PPLICATION OF TEXACO EXPLORATION

XNI PRODUCTION INC. FOR COMPULSORY
POOLING, SAN JUAN COUNTY, NEW MEXICO

ORDER OF THE DIVISION

BY THE DIVISION:

lhis cause came _m for hearing at 8:15 :-l.m. ~,~-~ ,.~-tober !7. 199~3. at Santa Fe.
New Mexico~ before Examiner David R. Catanach.

NOW. on this 23rd day of October. 1996. the I)i, i>iolq Director. ha\ing considered

the testimon3, the record, and the recommendations t,t the Examiner. :rod being tully’
advised in tine premises.

FINDS THAT:

(1~ Due public notice having been given as required b\ law. the Division has

jurisdiction of this cause and the subject matter there¢~l

12) The applicant. Texaco Exploration and Produ~ti, m Inc.. seeks an order poolin-

all mineral interests in the Mesaverde 1-ormation und~.qivine. ~ the E/2 of Section _~._."~
lovcnship 30 North. Range 11 West. NMPM. San Jtla~: County. New Mexico. thereby

torming a standard 320-acre gas spacing and proratior. ~_~it for the Undesignated Blanco-

Mesaverde Gas Pool. Said unit is to be dedicated to the applicant’s proposed Federal State
Corn \~ell No. 2 to be drilled at a standard gas \\.ell loc:~ti~>i1 850 feet from. the South line

and 17(/0 feet from the East hne ,iUnit O! of Section 32

(3) At the time of the hearing, the applicanl ~cstificd that the 1,~cation tbr the
Federal State Corn Well No. 2 has been changed to a st~u d~rd location 1 i20 feet from thc

South line and 1605 feet from the East line (Unit O} ,:~ ~>c.,.t~on _~,.

14) 17he applicant has the right to drill and piot;~,sc~ to drill its Federal State Corn
Vvell No. 2 at the standard gas well location described ~q Finding No. i3, above.
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<5) There are interest ()wners in the proposed pr,,-.t:ion unit who ha\e not agreed
to pool their interests.

,-ft6> To avoid the drillin_~ ~, UlmeCessar\ well- t,: protect correlative rights, to

a,,oid v, aste. and to attord to the ova’nor of each intetc>~ ~n said unit the opportunity to
recover or receive ,a.ithout unnecessar: expense his jtlsl ?.lid fat, share ~,,t the production

in the Blanco-Mesaverde Gas Pool. the subject applica!,,-i~ .hould be approved b\ pooling
all mineral interests, whatever they ma\ boo within said mit

~71 The applicant requested that Fore Star Otl ,’,c Gas Compan} be named the

operator of the subject well and unit.

<8) According t(> applicant’s testimony. Four Star- i)it & Gas Company is a xvhollv
~wned subsidiary of Texaco Exploration and Product:, ,r~ l~c.

{9) Four Star Oil & Gas Compan} should be des~,mtted the operator of the subject
well and unit.

<10) Any non-consenting working interes~ tact should bc afforded the
~)pportunity to pay. hi~.. share of estimated well costs t,., ,+,. ~ operator in lieu of pavino. = his

~hare of reasonable well costs out of production.

{1 !; .’,~nx non-consenting ,.vorking interest ,.+v~,; - ,vho doe,; not rap, his share of

estimated ,,,,.’ell costs should have withheld from producli{’,t l’.is ,dmre of the teasonable well
costs pius an additional 200 percent thereof as a reas~mt!~ic charge for the risk revolved

in the drilling ot the ~cll

~12t An’+ non-consenting v, orkmg mteres- ~.,_qcr should bc atforded the

opportunity to object to the actual well costs but actual ~ eli -o~;ts should be adopted as the
reasonable well costs in the absence ot such objection.

<13> Follov, ing determination or reasonable x, cil costs, an’, non-consenting
~orkm,+ interest owner who has paid his share ~>l c,.~ mated co,~ts should pay to the
operator any amount that reasonable \~ell costs exceed, cbtinmted well c~,sts and should

rccei\ e from the operator any amount that paid estimated ,, ell costs exceed t-easonable well
c()sts.
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(14) $5000 00 per month whiJc drilling and 55(i:<, ~)0 per month ’,~ ilite producing

~hould be fixed as reasonable charges for supervision !c,,~tlbincd fixed rates): the operator
should be authorized to withhokl from production the proportionate share of such

supervision charges attributable to each nor>consentm:__, ,~ ,.~i-kino interest, and in addition

thereto the operator should be authorized Io w~thhold T:, t~: production the proportionate
share of actual expenditures required tbr operating the sui-,ject well. m)t m excess of what
are reasonable, attributable to each non-consenting x~or.~ing interest.

i15} All proceeds from production from the subicct \yell which arc not disbursed

for any reason should be placed in escrow to be paid ,4 the true owner thereof upon
demand and proof of ownership.

(!6) Upon the failure of the ,)perator of said m;,><’d unit to conamence the drilling
of the well to which said unit is dedicated on or bcltlc .PebrLlar\ 1. lq97. the order

pooling said unit should become null and void and of .,>, c!fect x~hatsoexcr.

117) Should all the parties to this forced pooling ,. rder reach voluntary agreement
,ubsequent to entr3 of this order, this order shall therc:~tter be of no furthe, effect.

(18) The operator of the well and unit shall nor~t’, .:he Director of zhe Division 
writing ,)f the subsequent ’,oluntar-. agreement of all par ~c> subiect to the forced pooling

provisions of this order

IT IS THEREFORE ORDERED THAT:

,: 1) Aii mineral interests, whatever they ma\ ~ m the Mesa\erde fornmtion

underl)’mg the E, 2 of Section 32. Township 30 North. R.,.mse l 1 West. N.XIPM. San Juan
C,.mnt\. New Mexico. are hereby pooled lorraine asta ~dard _,,0-acre <~s spacine and

prormion unit for the Undesignated Blanco-Mesaverdc Gas Pool. Said unit shall be
dedicated to the applicant’s Federal State Corn Well Nc ; to. be drilled at a standard =,,as¯

\veil location 1120 feet from the South line and 1605 Icc*, rrom the East line (Unit O) 
Section 32.

PROVIDED HOWEVER THAT. the operator ,,t said unit shall commence the
" ~}t-i :, [- , ldrilline of said well on or before the 1st day of Fe[ .... ~,~ ,997. and shall thereafter

continue the drilling of said well with due diligence t.~ a depth sufficient to test the

Mesaverde formation.
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PROVIDED FURTHER THA-[ ~tq the event s~t.~c ,,,pe~,,tci-- ~ - does not commence tile
drilhno of said v,e!! on ~)r before the ~st da-. of Febl-ua>. iq97~ Orderinc Paraeraph No.

!!~of this order shall be null and ’,.old and of no effec: :,,.hatsoe\er. units,, said operator

t)btains a time extension from the Division Director i~ ,: ,,d cause sho\v~l.

PROVIDED FURTHER THAT. should said xx c~ :>,t bc &illcd to :omplction. or

abandonment. ,aithin 120 day s after conmlencelnent ti~.:te~q, said operator shall appcar
before the Division Director and show cause why Orde:1~!: Paragraph No. ( 1 ~ or this oFdeI
should not be rescinded.

.!2) Four Star Oil & Gas Company is herebx desi~ ,.,~ed the opcrato! of the subject

xvcli and unit.

~3) After the effective date of this order aFld \k i[it i~ 9{)da\ s prioi to commencing

said well. the operator shall furnish the Division and e>.i- known v, orking interest owner

in the subject unit an itemized schedule of estimated x~ :l! ~osts.

(4} Within 30 days from the date the .achedule ,,~ :,:imated \veil co~,ts is furnished

[~ him. any non-consenting \~orking interest o\vner si~,Hi i~a\e the right to pay’ his share

of estimated well costs to the operator in lieu of pa3 ing ;:~, -,hare of reasonable ,,,,’ell costs
,~ut of p,-oduction, and an}. such ov,ner who pays hi, ,hare of estimated ,,,,ell costs as

provided above shall r-emain liable for operating co:,> {~ut shall not be liable for risk
chaFges.

:5! The operato;- shall ~urnish the Division and c,~v !~ known xvot-kine interest ownei
an itemized schedule of actual well costs \vithin 90 da\ ~, " ,!i(,\k ine completion of the well:
~I m~ ,;bjection t~> the actua! wel! costs is Feceived b~ the -):, ision and the [)ivision has not
~blccted ,aithin 45 da\s following receipt of said sched~lic, the actual v, eii costs shall be

the reasonable \veil costs: pr,)vided however, if the,:c i,, ,,t!iection to actual well costs
v:ithin said 45-day pe~-iod the Division will determine ~v:,-onable \veil c~,sts after public

notice and hearing.

{6) Within 60 days following determination ,~" ~casonable \yell ~osts. any non-
consenting working interest ,:~wner who has paid his ,h:~1e of estimated \veil costs in

advance as provided above shall pay to the operator hs -r,, rata share of the amount that
reasonable well costs exceed estimated well costs and s!~a]i tcceive from the operator his

pr~ ~ata share of tb_e amount that estimated well costs c,.cced reasonable ,.veil costs.

,71 The operator is he_~ebv authorized to v,ithh~::.) ~iqe tblk~wing co,~ts and charges
t~om production
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(A) The pro rata share of reasonable v oil c~sts attributable to each non-
consenting working interest oxx nc~ ~\ ho has not paid his share of
estimated well costs within 30 ,]a~, from the date the schedule of

estimated well costs is furnished ii,~ f-~im.

(B :ks a charge for the risk involv,_’c, i~ the drilling of the well, 200
percent of the pr~; rata share of vc:~>~nable aell COS[N attributable to
each non-consenting working inkiest owner who has not paid his
share of estimated well costs xx ttain 30 days from the date the

schedule of estu-nated well cost>; :-~ .rtlrnished to him.

~8) The operator shall distribute said costs and c vavees withheld from production
v.> the parties who a~dvanced the v~e]l costs

’9) $5000.00 per montt~ while drilhne and $50(),/)T~er month x~hfic producing, 

hc,eb~ fixed as :-ca>unable charges for supervision !comi; ~qed fixed rates): the operator is
i~el-ebv authorized to withhold .qom production the prop<,:~_l~qlate qmre of such supervision
charges attributable te each non consenting working illtClC.-t, and in addition thereto, the
~perator is hereby authorized to withho}d from product~,~, ti-,.e proportionate share of actual
expenditures required tot operating such well. not ~r: :-:cess of what :ire reasonable.
attributable to each non-consenting working mterest.

~10i Any unleased mineral interest si-mll bc ,,,~>idercd a se\en-eighths (7,,’8)
working, interest and a one-eiehth (1/8) royalty interest t,~ ti~c purpose of :fllocatiw, costs

:.rod charges under the terms of this order

{! 1) An,, well costs ,t,r charges which are to i~,: paid out of prod,action shall be

withheld onlx from the ~vorkine interest’s share or ’._ Dt,.,,JLK.tlOI], alld I10 C~StS 01" charees

shal! be withheld from 0roduction_ attributable to ro~ ’,~ ....~, lr.,terests.

~12) AI! proceeds trom production from the SL~t: Cot ~ell which arc not disbursed

!iw art’, reason shall immediately be placed m escrow u-; Sa:~ Juan Count\. New Mexico,

,o be paid to the true owner thereof upon demand and, ~t,,of of ownership: the operator
shall notitx the Divisiol-I of the name and address of saio c,v.io\,¢ agent x\ithin 30 days from
the date ~;,t first depos~. ,s~th sa~d escr~-v,.ac, ent_.

(13) Should all the parties to this forced poolin~ ,,rdcr reach voluntar\ agreement

subsequent to entr\ of this order, this order shall the[c~,Itev be of no furtl-er effect.
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(14) The operator of the well and unit shall noti~\ ~lae Director of the Division in
\vriting of the subsequent voluntary agreement of all p:t.:.t:e, subject to the forced pooling

provisions of this order.

{15) Jurisdiction is hereby retained for the cx:~,x oI: such further orders as the
DivIsIOI! may deem necessary

DONE at Santa Fe, New Mexico. on the day ai~C ’, ear laereinabox e designated.

S]I v. !I{ OF NEW MEXICO
O1[ 77()NSERVATION DIVISION

\~.ILA_\M J LEMAY
m !’¢~7[, ;~:

*

S E A_ f.


