STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
CII. CONSERVATION DIVISION

IN THE MATITIEKR OF Thk HEARING
CALLED BY TEL CIL CONSERVATICN
LIVIS1ICN ©CGlr THE PURPOSE OF
CCNSIDERING:

CASE NGO, 60
Crder Nco. P

G3
-8421

LZPPLICATICK OF READING & BATES FCR
COMPULSOKY FOCOLING, RIOC ARRIB2 COUNTY,
HEW MEXICO,

CRUDER OF THE DIVISION

2Y THE DIVISION:

This cause came on for hearing at &:15 a.m. on March
16, 1887, o+ Santa Fe, New Mexico, before Lkxaminer David R.
Catanach.

NOW, on this 3rd day of April , 1987, the Division
Director, having ccnsidered the testimony, the record, and
the recormendations of the Examiner, and being fully advised
in the premises,

PINDS THAT:

(1) Due public notice having been given as required by
law, the Divisicn has Jjurisdicticn of this cause and the
subject matter thereof.

(2) The applicant, Keading & Bates, seeks an order
pecoling &ll mineral interests in the Undesignated Gavilan
Mancos and the Undesignated Gavilan
Greerhorr~Craneros-Dakota 0Oil Poocls underiying the FE/2 of
Section 24, Township 25 North, Eenge 3 Wwest, NMPM, Rio
Arriba Ccunty, New Mexico, to form a standard 320-acre oil
spacing anc proration unit,.

(3) The applicant has the right to drill and proposes
Lo ¢rill a well at a standard location thereown,

14) There are 1interest owners i the proposed
vroration unit who have not agreed tc pool their interests.

{5) Te avoid the drilling of wunnecessary wells, to
protect correlative rights, to avoid waste, and to afford to
the cwner of each interest in said urit the opportunity to
reccver ¢r receive without unnecessary expence his just and
fair share of the production in either pool completion
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resuiting tfrom this order, the subject application should be
aprreved by pooling all mineral interests, whatever they may
be, within said unit.

{6} The applicant should be designatecd the cperator of
the subject well and unit.

(7) Any non-consenting working interest cwner should
be affcrded the opportunity to pay his share ¢f estimated
well costs to the operator in lieu of paying his share of
reaconable well costs out of production.

(t) At the time of the hearing, +the applicant
requested that any non-consenting working 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.

{¢) Eny non-consenting working interest owner who does
nct pay his share of estimated well costs should have
withheld from production his share oi the reascnable well
costs plus an additional 200 percent therecof 2c & reasonable
charge for the risk involved in the drilling of the well.

(10) Any non-consenting interest owner shoulcd be
afforded the opportunity to object to the actual well costs
but actual well costs shculd be adopted as the reasorakle
well costs in the absence of such objection.

(11) Following determination of reasonakle well cost
any non-consenting working interest owner who has paié h
share of estimated costs should pay to the operator any
amount that reasonable well costs exceed estimated well
ceosts and should receive from the operator any amount that
paid estimated well costs exceed reasonable well costs.

S
i

"m o=

(1%} 53500.00 per month while arilling and $500.00 per
rierth while producing should be fixed as reacsonable charges
for supervision (combined fixed rates); the cperator should
be authorized tc 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
proeducticn the proportionate share of actlual expenditures
required for operating the subject well, rot in excess of
what are reasonable, attributable to each non-consenting
working interest.

(13) All proceeds from prcduction from the subject well
which are not disbursed for any reason shcula ke placea in
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escrow to be paid to the true owner thereof upon demand and
proof of ownership.

(14) The applicant requested at the time of the Learing
that it be given a three month time extension tc the
effective date the well is to be commenced.

(1) Mo interest owner objected to the prepesed time
extension,

(le6) Upon the £failure of the operator of said pocled
unit to commence drilling of the well to which said unit is
dedicated on or before October 1, 1987, the order rpoccling
said unit should beccme null and veid and of no effect
whatsoever.,

(17) Should all the parties to thie fcorced pooling
reach vciuntary agreement subsegquent te entyy of this order,
this order shall thereafter be of no further effect.

r1g) The operator of the well anc¢ unit chall notify
the Director of the Division in writing ot the subsequent
veluntary agreement of all parties subiect +to¢ the forced
pccling provisions of this order.

1T 1L THEREFORE ORDERED THAT:

1) 211 mineral interests, whatever tliey may be, in

the Undesignated Gavilan-Mancos and the Undesignated Gavilan
Greenhorn-Graneros-Dakocta 0il Pools underlying the E/2 of
Section 24, Township 25 North, Range 3 West, NMPN, Ri
Arriba County, New Mexico, are hereby pooled to form a
standaru ZzZ0-acre oil spacing and proratior unit tc be
dedicated to a well to be drilled at a standard lccaticn
thereomn.

FRCVIDED HOWEVER, the operator of said unit shall
commence the drilling of said well on or before the lst day
of Cctcker, 1987, and shall thereafter continue the drilling
of caid well with due diligence to a depth sufficient to
tect the above described formations;

PROVIDED FURTHER THAT, in the event said operator does
not commence the drilling of said well on or before the lct
day of Octcber, 1987, Crdering Paragraph No. (1) ot this
order shall be null and void and of no effect whatscever,
unless saild operator obtains a time extension from the
Division fcr good cause shown.
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PLCVILED FURTHER THAT, should said well not he cdrilled
to completion, or abandonment, within 120 days after
cormnencement thereof, said operator shall appear before the
Division Director and show cause why Ordering Paragraph No.
(1) of this order should not be rescinded.

{(2) Reading & Bates 1is hereby designated the operator
¢¥ the svbiect well and unit.

(3) After the ertective date of this order and at
least 60 days prior to commencing said well, the operator
shall furnish the Division and each known working interest
owner in the subject unit an itemized schedule of estimated
vell costs, as well as the estimated date cof commencement of
drilling operations.

(4) Within 30 days tfrom the dJdate the schedule of
ectimated well costs is furnished to him, cr according to
any terms agreed to by the applicant, any non-consenting
working interest cwner shall have the right to pay his share
of estimated well costs to the operator in lieu of paving
his share of reasonable well costs out of production, aud
any such owner who pays his share of estimated well costs as
prcvided above shall remain liable for operating costs but
shall net be liable for risk charges.

(5) The operator shall furnish the Civision and each
known working interest owner an itemized schedule of actuel
well costs within 90 days following completion of the well;
if no objection to the actual well costs is received by the
Division and the Division has not c¢bjected within 45 days
Zoiicwing receipt of said schedule, the actval well costs
shall ke the reasonable well costs; provided however, if
there is an objection to actual well ccsts within said
45-day period the Division will determire reesscrnable well
costs after public nctice anéd hearing.

(6) Within 60 days following determination of
reasonable well costs, any non-consenting working interest
owner who has paid his share of estimated cests in advance
as provided above shall pay to the operetcr his pro rata
share c¢f the amount that reasonable well «cocsts 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.



CASE

NO. 9093

ORCER NO. R~-8421

-5 -

\7)  The operator is hereby authcrized to withhold the
foliowing costs and charges from production:

1£)  The pro rata share of reasonable well
costs attributable to each non-consenting
working interest owner who heas not paid his
share of estimated well costs within 30 days
from the date the schedule of estimated well
costs is furnished to him.

(B) As a charge for the risk involved in the
drilling of the well, 200 percent cf the pro
rata share of reasonable well costes
attributable tc each non-consenting working
interest owner who has not paid his share of
estimated well costs within 230 days from the
date the schedule cf estimated well costs is
furnished to him.

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

{9) $3500.00 per month while drillinc ard $500.00 per
month while producing are hereby fixed as reasonable charges
for supervision (combined fixed rates); the operator is
hereby aulhorized to withhold from producticrn the
proportionate share of such supervision charges attributable
to each non-consenting working interest, and in addition
thereto, the operator is hereby authorizeé tc 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/¢) royalty interest for the purpcse 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 shall be withheld orly from the working
interest's share of production, and no ccsts or charges
shall be withheld from production attributable to royalty
interests,

(12) All proceeds from producticn from the subject well
which are not disbursed for any reason shall immediatelv he
placed in escrcw in Rio Arriba County, New Mexico, to be
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raicd to the true owner thereof upon demana ana procft of
ownership; the operator shall notify the Division of the
rame &nd address of said escrow agent within 30 days from
the date of first deposit with said escrow agent.

113) Should all parties to this forced pooling reach
veluntary agreement subsequent to entry cof this order, this
crder shall thereafter be of nc further effect.

{14} The operator of the well and unit shall notify
the: Directcr of the Division in writing co¢r the subsequent
voliuntary agreement of all parties subiect Lo the forced
pccling provisions of this order.

(15) Jurisdiction of this cause is 1etained for the
entry of such further orders as the Division may deem
Lecessary.

CLCNE at Santa Fe, New Mexico, on the day and vyear
hereinabove designated.

STATE OF NEW MEXICQ
OIL CONSERVATICKN Ty

GUPAY

WILLIAM J. LEMA
Director

JTEI0N




