MEsA GRANDE RESOURCES, INC.
1200 PHILTOWER BUILDING
TULSA, OKLAHOMA 14103
(918) 587-849%4

December 8, 1986

Ms. Sarah Archuleta

New Mexico 0il Consevation
Commission

Post Office Box 2088

Santa Fe, New Mexico 87501

RE: Gavilan Federal #2
Sec. Z26-25N-2W, J
Rio Arriba County, NM

Dear Ms. Archuleta:

Pursuant to your request, please find enclosed a copy of NMOCD
Case No. 8965 and the resultant Order No. R-8289.

As you will notice the Commission has within the Order designated
Mesa Grande Resources, Inc. as the Operator of the Gavilan
Federal #2 Well. Our Communitization Agreement submitted to the
Bureau of Land Management in Albuquerque has designated Mesa
Grande Resources, Inc. as the well operator also.

Concurrently with this submission, I have caused a Sundry Notice
to be filed in the Farmington Office of the Bureau of Land
Management providing notification of the operator change.

Thank you for your attention to this. matter. If there is further
action required, please advise.

Very Truly Yours,

GRP:wp DfST. ,:i EIV. .
Enclosures

cc: Alice Duggerl”
NMOCD, District III
1000 Rio Brazos Road
Aztec, New Mexico 87410
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6. IF INDIAN, ALLOTTEE OR TRISE NAME

SUNDRY NOTICES AND REPORTS ON WELLS

(Do not use this form for propoaals to drill or to deepen or plug back to a different reservoir.
Use “APPLICATION FOR PERMIT—" for such propossis.}

1. 7. ONIT AGREEMENT NAMK
oIL GAS C]
wWELL wWELL OTHER
2. NAME OF OPERATOR 8. FARM OR LEASK NAME
Mesa Grande Resources, Inc. Federal
3. ADDRESS Of OPERATOR N 9. wBLL NO.
1200 Philtower Building Tulsa, OK 74103 Gavilan #2
4. LOCATION OF WELL {Report locatlon clearly and in accordance with any State requirements.® 10. FIELD AND POOL, OR WILDCAT
See also space 17 below.) .
At surface Gavilan Mancos
1846' FEL and 1827' FSL 11. asc, T, K., M., OR BLK. 4ND
SURVEY OR ARBA
J, 26-25N-2W,N.M.P.M.
14. PERMIT NO. 15. SLEVATIONS (Show whether pr, &T, OR, etc.) 12, COONTY OR PARISH| 13. STATE
7404' GR Rio Arriba NM
18. Check Appropriate Box To indicate Nature of Notice, Report, or Other Data
NOTICE OF INTENTION TO: SUBSEQUENT REPORT OF :
TEST WATER SHUT-OFF PCLL OR ALTER CASING WATER SHUT-OFF REPAIRING WELL
FEACTURE TREAT MULTIPLE COMPLETE FREACTURE TREATMENT ALTERING CABING
SHOOT OR ACIDIZE ABANDON® SHOOTING OR ACIDIZING ABANDONMENT®
REPAIR WELL CHANGE PLANS (Other) _
(omer) Change of Operator Compietion o Recompletion Betort and Log form ) !

17. DESCRIBE IFROPOSED OR COMPLETED OPERATIONS (Clearly state all pertinent details, and give pertinent dates, including estimated date of !
p:o:»o;’edth _work.kjf. well is directionally drilled, give subsurface locations and measiired and true vertical depthl:‘ for all mquer: :nd'::;e.n‘p:,n -
nen 13 WOr

The Gavilan #2 was permitted and approved for E. Alex Phillips as
Operator. By this notice E. Alex Phillips requests that the operator
of the Gavilan #2 by changed to Mesa Grande Resources, Inc. The
Communitization Agreement was filed designating Mesa Grande as the
operator and a compulsory pooling case heard by the NMOCD (Case No.
8965 and Order No. R-8289) designated Mesa Grande as operator.

riree _Vice President pate__12/8/86

APPROVED BY TITLE DATE
CONDITIONS OF APPROVAL, IF ANY:

*See Instructions on Reverse Side

'I_"n.)e }8 U.S.C. Section 1901, makes it a crime for any person knowingly and willfully to make to any department or agency of the
United States any false, fictitious or fraudulent statements or representations as to any matter within its jurisdiction.



. ) STATE OF NEW MEXICr °
ENERGY AND MINERALS DEL}..RTMENT
SEP - § 1988 OIL CONSERVATION DIVISION

a

RECEIVED
IN THE MATTER OF THE HEARING CALLED ‘“}Zelkoggﬁggbp.jﬁjaﬁ&

BY THE OIL CONSERVATION DIVISION FOR
THE PURPOSE OF CONSIDERING:

CASE NO. 8965
Order No. R-8289

APPLICATION OF MESA GRANDE RESOURCES,
INC. FOR COMPULSORY POOLING, RIO ARRIBA
COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 8:15 a.m. on August 6,
1986, at Santa Fe, New Mexico, before Examiner Michael E.
Stogner.

NOW, on this 28th day of August, 1986, the Division
Director, having considered the testimony, 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, Mesa Grande Resources, Inc., seeks an
order pooling all mineral interests in the Gavilan-Mancos and
Gavilan Greenhorn-Graneros-Dakota Oil Pools underlying the S/2
of Section 26, Township 25 North, Range 2 West, NMPM, Rio
Arriba County, New Mexico, forming a standard 320-acre oil
spacing and proration unit for .both pools.

- (3) The applicant has the right to drill and has drilled
its Gavilan Well No. 2 at a standard location 1827 feet from
the South line and 1846 feet from the East line of said Section
26.

(4) There are interest owners in the proration units who
have not agreed to pool their interests.

(5) To avoid the drilling of unnecessary wells, to
protect correlative rights, to avoid waste, and to afford to
the owner of each interest in said units the opportunity to
recover or receive without unnecessary expense his just and
fair share of the o0il in said pools, the subject application
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should be approved by pooling all mineral interests, whatever
they may be, within said units.

(6) The applicant should be designated the operator of
the subject well and units.

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

(8) Any non-consenting working interest owner who does
not pay his share of actual well costs should have withheld
from production his share of the reasonable well costs plus an
additional 200 percent thereof as a reasonable charge for the
risk involved in the drilling of the well.

(9) Any non-consenting interest owner should be afforded
the opportunity to object to the actual well costs but actual
well costs should be adopted as the reasonable well costs in
the absence of such objection.

(10) Following determination of reasonable well costs, any
non-consenting working interest owner who has paid his share of
actual well costs should pay to the operator any amount
reasonable well costs exceed actual well costs and should
receive from the operator any amount that paid actual well
costs exceed reasonable well costs.

(11) $3,147.00 per month while drilling and $551.00 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 proportionate share
of such supervision 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
well, not in excess of what aré reasonable, attributable to
each non-consenting working interest.

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

(13) Should all the parties to this forced pooling reach
voluntary agreement subsequent to entry of this order, this
order shall thereafter be of no further effect.
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(14) The operator .of the well and units shall notify the
Director of the Division in writing of the subsequent voluntary
agreement of all parties subject to the forced pooling
provisions of this order.

IT IS THEREFORE ORDERED THAT:

(1) All mineral interests, whatever they may be, in the
Gavilan-Mancos and Gavilan Greenhorn-Graneros-Dakota 0Oil Pools
underlying the S/2 of Section 26, Township 25 North, Range 2
West, NMPM, Rio Arriba County, New Mexico, are hereby pooled to
form two standard 320-acre spacing and proration units to be
dedicated to the Gavilan Well No. 2 located at a standard
location 1827 feet from the South line and 1846 feet from the
East line of said Section 26.

(2) Mesa Grande Resources, Inc. is hereby designated the
operator of the subject well and units.

(3) Wihin 30 days after the effective date of this order,
the operator shall furnish each known non-consenting working
interest owner in the subject units an itemized schedule of
actual well costs.

(4) Within 30 days from the date the schedule of actual
well costs is furnished to him, any non-consenting working
interest owner shall have the right to pay his share of actual
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 actual well costs as provided above shall
remain liable for operating costs but shall not be liable for
risk charges.

(5) The actual well costs as submitted at the hearing
shall be the reasonable well costs; provided however, if there
is any objection to actual well costs within 60 days after
entry of this order the Division will determine reasonable well
costs after public notice and hearing.

(6) Within 60 days following determination of.reasonable
well costs, any non-consenting working interest owner who has
paid his share of actual well costs in advance, as provided
above, shall pay to the operator his pro rata share of the
amount that reasonable well costs exceed actual well costs and
shall receive from the operator his pro rata share of the
amount that the actual well costs exceed reasonable well costs.

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



—4— ) )
Case No. 8965 y /
Order No. R-8289

(A) The pro rata share of reasonable well .
costs attributable to each non-consenting
working interest owner who has not paid his
share of actual well costs within 30 days from
the date the schedule of actual well costs is
furnished to him.

(B) As a charge for the risk involved in the
drilling of the well, 200 percent of the pro
rata share of reasonable well costs attributable
to each non-consenting working interest owner
who has not paid his share of actual well costs
within 30 days from the date the schedule of
actual 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) $3,147.00 per month while drilling and $551.00 per month while
producing are hereby fixed as reasonable charges for supervision (cambined
fixed rates); the operator is hereby authorized to withhold from production
the proporticnate share of such supervision charges attributable to each
non-consenting working interest, and in addition thereto, the 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 reascnable, attributable to each non-consenting working interest.

(10) Any unsevered mineral interest shall be considered a seven—-eighths
(7/8) working interest and a one-eighth (1/8) royalty interest for the
purpose of allocating costs and charges under the terms of this order.

(11) Any well costs or charges which are to be paid out of production
ﬂuﬂu.bewdxhhekiomhrfnmxthevxnkinginbmxst%;shmxzof;nodwdﬁon,and
no costs or charges shall be withheld fram production attributable to
royalty interests.

(12) All proceeds fram production fram the subject well which are not
disbursed for any reason shall immediately be placed in escrow in Rio Arriba
County, New Mexico, to be paid to the true owner thereof upon demand and
proof of ownership; the operator shall notify the Division of the name and
address of said escrow agent within 30 days from the date of first deposit
with said escrow agent.

(13) 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 units shall notify the Director of
the Division in writing of the subsequent voluntary agreement of all parties
subject to the forced pooling provisions of this order.
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(15) Jurisdiction of this cause is retained for the entry of such
further orders as the Division may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year hereinabove
designated.

SEAL



