
STATE OF NEW MEXICO
E~EI~G~ AND MINERALS DEPARTMENT

OII, CONSERVATION DIVISIO}7

IN THE ~<A~E~’ OF ThE }{EAP, ING
CALLED BY THE OIL CONSERVATION
FIVISION FOlk THE PURPOSE OF
CONSIDERING:

CASE bO. 9053
Order No. P-Sa22

LPPLICATI~h OR READING & BATES FOP
COMPULSORY POOLING, RIO ARRIBA COUNTY,
~]EW MEXICO.

ORDER OF THE DIVISION

~y T;TE DIVISION:

r~ ’ c±hl~ cause came on for hearing at 8:]5 a.m. on March
]8, IGd~ ~ Santa Fe, New Mexico, before kxarL~iner David R
Catanach.

NOW, on this 3rd eay of April, 1987, nhe Divisior~
Director, having Considered the testimony, the recorO, and
t]~e reconm~e~dations of the Examiner, and bei~g fully ad~-ised
in the premises,

FINDS THAT:

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

(2) The applicant, Reading & Bates, seeks an order
zooling all mineral interests in the UndesigDated Gavi!an-
~lanco s and the Und e s igna ted Gavi i an
Greenhcrn-Craneros-Dakota Oil Pools underl},ing the E/2 of
Section 24, Township 25 North, Range 3 Zest, NMPM, Rio
Arriba County, New Mexico, to form a standard 3s. -acre oil
spacing and proratio~ unit.

(3) The applicant has the right to drill and proposes
to drill a well at a standard location thereon.

{~) There are interest owners in the proposed
~ororation unit who have not agreed to pool their interests.

(5) To avoid the drilling of unnecessary wells, 
plotect correlative rights, to avoid waste, and to afford to
the owner of each interest in said unit the opportunity to
recover or receive without unnecessary expense his just and
fair share of the production in either pool completion
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resuitlng from this order, the subject app!Jcation should be
apFreved Ly pooling all mineral interests, whaZever they may
be, within said unit.

(6) T]~e applicant should be designated the operator 
the sub:lect well and unit.

(7) Any non-consenting working interest owner should
be afforded the opportunity to pay his share of estimated
well costs to the operator in lieu of paying his share of
reasonable well costs out of production.

(g) At the time of the hearing, the applicant
requested zhat any non-consenting ~:orking interest owner who
elects to pay his share of well costs be allowed to do so
any time prior to commencing the drilling of the well.

(9) Any non-consenting working interest owner who does
nc~t pa} his share of estimated well costs should have
vJthhe]d from production his share of the reasonable well
costs plus an additional 200 percent thereof as a reasonable
charge for the rish involved in the drilling of the well.

(I0) ~ny ~on-consenting interest owner should 
afforded the opportunity to object to the actual well costs
but actual well costs should be adopted as the reasorable
well costs in the absence of such objection.

(Ii) Following determination of reasonable well costs,
any non-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 operator any amount that
paid ebtlmated well costs exceed reasonable well costs.

(12) $3500.00 per month while drilling a1~_d $500.00 per
month while producing should be fixed as reasonable charges
for supervision (combined fixed rates); the eperator should
be authorized to withhold from production the proportionate
share of such supervisJon charges attributable to each
non-consenting working interest, and in addition thereto,
the operator should be authorized to withhold from
production the proportionate share of actual expenditures
required for operating the subject we)!, nc, t in excess of
what are reasonable, attributable to each non-consenting
working znterest.

(13) All proceeds from production from the subject well
which are not disbursed for any reason should be placed in
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escrow to be paid to the true owner tlhereof upon demand and
proof of ownership.

(14) The applicapt requested at the time of the hearing
that it be given a three month t.Lme extension to the
effective date the well is to be commenced.

(i5) ~o interest owner objected to the proposed time
extension.

(16) Upon the failure of the operator of said pooled
unit to commence drilling of the well to which said unit is
dedicated on or before October I, 1987, the order poolina
said unit should become null and void and of no effect
what s (]ever.

(] 7) Should all the parties to th=s fozced pooling
reacl~ voluntary agreement subse~.uenf_ to en~V-v of this order,
this order shall thereafter be of no further effect.

(18] Tile operator of the well and unit shall notify
the Director of the Division in writing oi the subsequent
voiu1:tary agreement of all parties subject to the forced
pooling provisions of this order.

.__ -L qHEREFORE ORDERED THAT:

,.~,,~ /.3] mineral interests, whatev(,r tl~ey nlay be, in
the Ul,.designated Gavilan-Mancos and. the Undesignated Gavilan
Greenhorn-Graneros-Dakota Oil Pools underlying the E/2 of
Section 24, Township 25 North, Range 3 West, NbiP1,[, Rio
Arriba County, New Mexico, are hereby pooled to form a
standarc 320-acre oil spacing and proratior unit to be
dedicated to a well to be dri]]ed at a standard location
t he reori.

}ROVIDED HOWEVER, the operator of said ul-it ~hail
commence the drilling of said ¯ ~ ~~,e-. on or before the Ist day
of Cctoher, 1987, and shall thereafter continue the drilling
c,f said well with due diligence to a depth sufficient to
test tbe above described formations;

PROVIDED FURTHER THAT, in the event said operator does
not commence the dri!linc, of said well on or before the ~t"o
day of October, 1987, Ordering Paragraph No. (i) oi 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.
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P~OVIDED FURTHER THAT, should said we]] not be drJ]led
to completion, or abandonment, within 120 days after
coromlencement thereof, said operator shall appear before the
Division Director and show cause why Orderinq Paragraph No.
(I) of this order should not be rescinded.

{2) Reading & Bates is hereby designated the operator
of th6 [vb~ect well and unit.

(3) After the effective date of this order and 
least 60 days prior to com~.encing said well, the operator
shall furnish the Division and each known working Interest
o%~ner in the subject unit an itemized schedule of estimated
~eli costs, as well as the estimated date of commencement of
drilling operations.

(4) Within 30 days from the date the schedule 
estimated ~;ell costs is furnished to him, or according to
any terms agreed to by the applicant, any non-consenting
working inttrest owner shall have the right to pal¯ his share
of estimated well costs to the operator in lieu of paying
his share of reasonable well costs out of production, and
any such owner who pays his share of estimated well costs as
provided above shall remain liable for operating costs but
shall not be liable for risk charges.

(5) The operator shall furnish the Division and each
known working interest owner an itemized schedule of actual
well costs within 90 days following completion of the we]];
if no objection to the actual well costs is received by the
Division and the Division has not cbjected within 45 days
foiiowlng receipt of said schedule, the actual well costs
shall be the reasonable well costs; provided however, if
there is an objection to actual well costs within said
45-day period the Division will determipe reasonable well
costs after public notice and hearing.

(6) Within days following determination of
reasonable we]] costs, any non-consenting working interest
obner who has paid his share of estimated costs in advance
as provided above shall pay to the operator his pro rata
share cf the amount that reasonable well costs exceed
estimated well costs and shall receive from the operator his
pro rata share of the amount that estimated well costs
exceed reasonable well costs.
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(7) The operator is hereby authorized to withhold the
C n~f]~Jowing costs and charges from production:

(A) The pro rata share of reasonable well
costs attributable to each non-consenting
working interest owner %;ho has not paid his
share of estimated well costs }~ithin 30 days
from the date the schedule of estimate(] well
costs is furnished to him.

(B) As a charge for the risk involved in the
drilling of the well, 200 perce~t of the pro
rata share of reasonable well costs
attributable tc each non-consenting workJmg
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.

(8) The operator shall distribute said costs and
charges withheld from production to the parties who advanced
the well costs.

(9) $3500 00 per month while dri~..... nc and $500.00 per
mo~th while producing are hereby fixed as zeasonable charges
for supervision (combined fixed rates); the operator 
hereby authorized to withhold from production the
proportionate share of such supervision charges attributable
to each non-consenting working interest, and in addition
thereto, zhe operator is hereby authorized to withhold from
production the proportionate share of actual expenditures
required for operating such well, not in excess of what are
reasonable, attributable to each non-consenting working
interest.

(I0) Any unsevered mineral interest shall be considered
a seven-eighths (7/8) working interest and a one-eighth
(i/8) royalty interest for the purpose of allocating costs

and charges under the terms of this order.

(ii) Any well costs or charges which are Zo be paiQ out
of production shall be withheld only from the working
interest’s share of production, and no costs or charoes
shall be withheld from production attributable to royaity
interests.

(12) All proceeds from production from the subject well
which are not disbursed for any reason shall im~ediate!v be
placed in escro~J in Rio Arriba County, New Mexico, to be
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Faid to the true owner thereof upon demanG and proof of
ownership; the operator shall notify the Division of the
name and address of said escrow agent within 30 days from
~<he date of first deposit with said escrow agent.

(]3) Should all parties to this forced pooling reach
voluntary agreement subsequent to entry of this order, this
order shall thereafter be of no further effect.

(14) The operator of the well and unit shall notify
the Director of the Division in writing om the subsequent
voluntary agreement of all parties subject to the forced
poe]ing provisions of this order.

~]5) Jurisdiction of 9his cause is xetained for the
en<ry of such further orders as the Division may deem
~ecessar~.

EONE at Santa Fe, New ~lexico, on the day and year
hereinabo~e designated.

STA~E OF NEW MEXICO
OIL CONSERVATION P~TISION

WILI,I~4 J. LE21L_~j
Director

SEAL


