
STATE OF NEW MEXICO

ENERGY, MINERALS AND NATURAl, RESOI R(’ES I)EPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF Tile HEARING (’AI,LEi)
BY TIlE OII. (’ONSERVATION DIVISION FOIl
TIlE I’I’RI’()SI~ ()F CONSII)ERING:

(’ASE NO. 12773
()RDER NO. R-11735

AI’I’I~I(;ATI()N {}F KUKI!I OPERATING (’OMPANY FOR COMPI’I.SORY PO()13N(’

ANI) ESTABLISHMENT OF A NON-STANDARD UNIT, I~EA (’OI’NTY, NE’er"
MEXI(’().

ORDER OF TIlE DIVISION

B~ TIlE i)1~ ISI()N:

.~()0.~. 1 h>. cz>c can-~e on fi~r bearing at 8:15 a.nl., on Jant.mr’,, 1.0, 2002 ;i.y~d t.ebl-uzry 21. -’ -~
,Sa,~t;~ lc. Ncxx Mc.’,ico, befi)re F.xaminer David K. Brooks.

N()x,V. o1~ ibis 28th day of Februal-y. 2()02, the l)i\ision I)il-eclo,:. ha\ilqg considered 

tes~mqon3, the recotci and the recommendations of the Examiner,

FINDS I’iiAT:

(1) l)uc public notice 1-ms been gi\cn, and the Division has jurisdiction of :his 
alld ()[ the ELII3jCCI matter.

(2) KI;KUI Operating (’omt~any. ("ApplicailF’), seeks m,, order periling 
cmcommiltcd mineral interests from the surface to Ihc base of the Men-o\\ formation underlying
Ix)Is 1, 2. 7. S. 9. 10, 15 and 16 of Section 6, Iownship 16 South, Range 35 l{a~;t, NMPM. l.ea
(’OkIPA). NCx\ Mexico, il’l the following manncr:

1 eta, 1, 2, 7, 8, 9, 10, 15 and 16, forming a non-standard 329.83-
acl-c gas spacing and proration tlllil (the "’[Jllil"} Ik.’~r zlll
i\~lnmtions or pools spaced on 320 acres within this :crticzil
extent, which presently include, but arc not necessaril\ limited

1~,. the [Jndesignated North l{idson-Morrow Pool.

Applicant furlher seeks approxal of a non-~,landard 329.S3-;~cre ~,as sp;:.cing ~md
pror~ltion unit com, isting of the lands described above.

14) ’lh~- above-described unit (the [Jnit) to bc dedicated t,, ~ .\p pli:anls pro posed
l)c(ia~, 6 State (’ore. Well No. 1 to be drilled al a slandal-d gas well loca!ion u ilhil~ lx)l 8 (1 ;nit 

of Section 6. being 1980 feet frorn the North line and 800 feet from the l,.a~,t lilac of said section.

(5) 1 uo or more separately owned tracts arc cmbraced ;x ithiv~ the [~nit, and/or there

ar~. r%’alt) interests and/or undivided interests m oil and gas minc~a!s in onc or more tracts
m~_ludcd in the [ i1it ttnat arc separately owned.
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(6) ~\pplicant is an owner of an oil and gas working inlercst \\ithin the [;nit.
.\ppliczmt has the right to drill and proposes to drill its DeGas 6 State (’ore. Well No. l {the

’pr~q~¢~scd \sell) to a common source of supply at a standard well locatiota aithin l.ot b~ 
Section 6

<7) lhcre ale interest owners in the proposed tlIlit that haxc m>t agreed to pool their
it/tel-c:- t:-;.

(£) It) a’,oid the drilling of tmnecessary \,,ells, protect cot-relatixe rights, prcvelll

t~as~c and afford to the owner of each interest in the [:nil the opportunity to recover or receive
\vitl~.otlt tmneccssaF3 expense its just and fair share of hydrocarbons, l}~_is applic’ation should bc
~q)provcd by pooling all Lmcommitted interests. ’a.hatever they n-my be. in the oil and gas \vilhin
the [J1~it.

<9) Applicant slnould be designated the operator oFtlnc propo>,cd \sell and oFlhc [ init.

(i()) lhc proposed non-standard 329.83-acre unit is necessitated by the irregular
collli~tu~tion oI the United States public land survey, and accordingly should bc appFovcd.

(11) Any non-consenting working interest owner who dec> m~t pay its share 
c~timatcd wcI1 cost,,, should have withheld fl-om production its share oF reasonabh, ae{I L:t)SIS plus
aIn additional 2()()’!i, thereof as a reasonablc charge lbr the risk involved in diilling the well.

(121 Reasonable charges lbr supervision (combined fixed Fates) should bc fixed 
$475ti per m(m{h ~hile drilling and $475 per month uhile producing, pro\’ided that these rates
slnouh.t bc atd iusted annually pursuant to Section 111.1 .A.3. of the COPAS lbrm tit led ">’h’<’ou/~lilzN,
/)/::cc(/loc, .]:~i/~/ ()peralio/:.~." The operator should he authorized to ~ithhold liom production
the proportionate share of both the supervision charges and the actual expenditures required {i)r
~)pcrating the well. not in excess of wha~ arc reasonable, attributable to each non-consenling
,.\ (,rking ilalcFc~,l.

IF IS TIIEREFORE ORDERED THAT:

(1) l’ursuant to the application of KI, JK[JI ()peraling (’ompaIk~, a~ll uncommitted
intcIc>ts, x\halc\cr they may be, in the oil and gas I’rom the surface to the bask. of thc Morro\v
i()l-ilqatioll undel-lying Lots 1,2, 7, 8, 9, 10. 15 and 16 of Section 6, To\x nship 16 7-;outh, Range 
l::>t. N.M.I’.M.. I.ca County, New Mexico. arc hercby pooled, as IZ)llox\ 

I ors 1, 2, 7, 8, 9, 1(), 15 and 16, forming a non-standald 329.S3-
acre gas spacing and prolatiotl unit for all formations or pools
spaced on 320 acres within this vertical extent which prescT~tl>
include but arc not necessarib limited to the Undesignated Neff/"
1. idson-Morrow Pool.
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1 hc /nit shall be dedicated to Applicanl’s l)e(kls 6 ,<,late Com. \Vcll No. l. to bc drilled
;~t a st’andurd g~> well location within the Lot 8 of Section 6. being 19~() lcct lvon~ the North lmc
and S()I) lcct from the East line el’said section.

(2) ll-~c 1;nit is hcrcby established as an approved non-standard 329.83 acre gas

..q)acing ;.u]d pruraUon unit in the Undesignated North Eidson-Momv,~ Pool am any other gas
pool-, !llclt_l~.lilqg llqe above-described land and spaced on 320 acres.

(3) lhc operator of the Unit shall COll-llllellce drilling the propo~,cd \\,:11 on or bcl’orc
\lay !. 2002. and shall daereafter continue drilling the well with &zc diligence to test the
\lore>\\ i~)rnl;_l! 

(4) II] the event the operator does m>t commence drillin~ the p,op(,scd \~cll on 
bolero Nla3 ~ I. 2()()2, Ordering Paragraph ( 1 ) qmll bc of no effect, unlc~,> lhc op..’rator obtains 
lime cxtcm, ion l>)m the Dixision Director lbr good cause.

(5) .%hould the proposed well not be drilled lo completion, or bc abandoned, within
’.2() du\s altcl commencement thereoE the opcrator shall appear belbrc the l)i\ i~;ion I)ircctor 
>h~,\~ cau~,c \~ hv ( )rdcrmg Paragraph (1) shol~ld not be rescinded.

\pplicant is hereby designated the operator of the propo.,cd ~cll ~nd el’the 1. !nit.

(7) After pooling, uncommitted working interest o\vnc>, arc rclcrrcd to as non-
conscnlittg \~+tking intere~,t o\\ners. (’+[.Incommitted \\orking interest mxnc~->’" arc OkVll.ers, ()t"
~\<ktng mtct-c>> in the Unit, including unlcased mineral interests. \\h,.+ arc n,+t parties lo 
opcra:m~ u~rccmcnt governing the Unit.) After the effective date of this order, tl~c operator shall
]t_tfnish the l)i\i>~on and each known non-consenting \~orking inlcrcsl owner in l.hw [Tnit an

lie ]]b’ed schcdtdc elestimated well costs of the proposed \\’ell.

\\ ilhin 30 days from the date thc schedule of estimmcd \~cll cosls is l’Urlaished.
~.ll]’, noIl-COIl%Clltlllg \~orking interest o\vncv shall ha\c the right to pay it> >hare of cstimutcd \\ell
co-,Is It) lhc opclator ill lieu of paying its share of reasonable well cos, soul t,t" pro&tction as
hc~-cinal~cr pro\ idcd, and any such owner who pays its share of estimated \\ell casts as pro\ 

~tbo\c shall lci]]aii] liable for operating cost> but shall not be liable tBr risk charLzc:<

(9) lhc operator shall furnish the Division and each kno~;i] non-COllsel]til],.,, workillg

inlci-cst ~>\\ no) al~ iiernizcd schedule of actual well costs within da\~, iol lo\\ ilq g completion of
ll]c p]-c)poscd \\ell. If no objection to the acttial ,,,,;ell costs is i-eccixcd b\’ I]~_e I)i\isiom and 
I)l\lsion tla>, I]t)l objected within 45 days iolh)\ving receipt of the schedule, the actual ~\ell costs
shall bc dccmcd tu be thc reasonable \,,ell costs. II" thcrc is an ob!cction 1.o zctual well costs
,,,, ithin the 45.-day period, the Division will determine easonable \\ell co>b; al"cr public notice

and Inca)il~

(10) \Vithin 60 days fi)llowing delcrminatam of reaso~blc \\ell costs, any 
ct)n>,cnllllE ,x¢)rking interest owner wtno ha> paid its share of estimated cost-, in adxancc as
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p!¢~\ idcd above stroll pay to the operator its share of the amount that reasonable ~xcll costs exceed
estimated ~ell cos, Is and shall receive l?om the operator its share of the ~.illlOClll[ thai paid,

<’stilll:_llcd \~, ell costs cxceed reasonable well costs.

(11) lhe operator is hereby authorized to wilhh(Jd lhc lblh)\x ills COSTS and charges

from productioll

the proportionate share of reasonable \xcll costs
attributable to each non-consenting workill~ in,crest
owner who has not paid its share of estimated \veil cos>
within 30 days fiom the date the schedule ol c~,lmmtcd
well costs is furnished: and

as a charge for the risk invohcd in drilling the xxcll,
200% of the above costs.

(12) lhc operator shall distribute lhe costs and charges ~ithhcld l’Fi)n] productiol-L
~)l-opo,,liolq.alcl~. h) the parties who advanced the xxell costs.

(13) Reasonable charges tbr supcrxision (combined fixed rates) are lcrcby t’ixcd 
S4750 per momh while drilling and S475 per month ~hile producing, proxidcd that these rates
~hall bc adjusted ’,mnuall) pursuant to Section III.I.A.3. of the COl)AS Form titled "’,-It cole:inS
l’r,cc,:/w+~ ‘ ./emil ()/wralions.’" The opet+ator is authorized to withhold t]om production the
proportiolmlc share of both the supervision charges and the actual expenditures required Ibr
~pcrating the x~cll, not in excess of what are reasonable, attributab]c to each non-consenting

\\ ()lk]l]~ J I] l e]c’-,l.

I ld) ];xccpt as provided in Ordcrmg Paragraphs (l l) al~d (i3) aho\e, till proceeds
i’lOlll pt-odttctioll lI-on3 the \\ell that are not disbursed lbr any reason shall be placed in escro\v 

I.ca (’ot.llllV. No\\ Mexico. to be paid to the true owner thereof upon demand and proof 
o\~. llCl ship. lhc ~perator shall notit}’ the l)ivision of the name and address of the escrow agcnt
,\ ilhill 30 (tLI\’N lrom the date of first deposit witl~ ttne escrow agent.

(I 5} ,\lqy unlcased mineral interest shall bc considered a sc\en-cightl’s (7/8) \\orking
’.ntcrcst and a one-eighth (1/8) royalty interest Ibr the purpose oF allocating costs am] charges
/ruder this order. \nv well costs or charges that arc to be paid out of pFoducmm shall be withheld
,el\ From the \xorking interests" share oF productioll, and no costs or chargc~, shall be \xithhcld
[l-()lll productitm attributable to royalty interests.

(15t Slnould all the parties to this compulsory pooling mdcr ~cach \oltmlary
’ig!-cclnclql ,-;ubscquent to entry ot’this order, this order shall lhereal’ter bc oI’no ltu-lher eft’eel.

(17) lhc operator o1 the well and Unit shall notiI-~’ the l)ixision in writing of 
-<lbsCClUcnl \oltmtary agreement of all paitics suhject to the Ibrced pooling pit)visions ol" this
o[-dcl
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(1HI J~Lrisdiction of this casc is lel~mncd tbr the entry of :<,el? ILi-Jncr ordcrs as llac
])ix i-,~,)n nnav dCCln necessary.

1)()NI’, at Santa Fc. New Mexico, on ttnc day and }:car hereinabo\ c dc~izlw.tcd.

SFATti ()F NEW MIIXI(’()

l~
OIL (’()N~,£RVATI()N [)IVISI( 

f

/

I,ORI W I~,OI~EN B t!I~,’~"
’ Director

.% 1~i.


