STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IM THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING:
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T,
81

CASE NO. 9
ORDER N2, R-3

o0

APPLICATICON OF MERIDIAN OIL, INC.
FOR COMPULSORY POCLING, SAN JUAN
COUNTY, NEW MEXICO

ORDER OF THE DIVISION

BY THE DIVISION:

-

This cause came on fcr hearing at 8:15 a.m. on November 22,
at Santa Fe, New Mexico, before Examiner Michael E.

NOW, on this 28th day of December, 19382, the Division
Director, having considered the tesgtimony, the record and the
recommendations of the Examiner, and being fully advised in the
premicses.

FINDS THAT:

4

{1} Due public notice having bkeen given as reguir 3
t ub

~he Divigion has Jjurisdiction of this c¢ause and
matter thereof.

d by law.
2 gsubie

h ct

2) At the time of the hearing *this case was ccnsolidated
'3

3~

with Cage Nos. 9535, 95356, 9E53¢&, 9539, 954C, 9541, 9542, 9545,
9746 and 32547 for purposes 2f testimony.

(2) By Division Order Mo. E-8768, issued in Cas2 No. 2420
and made effective November 1, 1938, the Rasin-Fruitland Zcal
(3as) Pool was created and special rules and requlations were
premulgated  including a provision feor 22C-acre  sgpacing  and

nroration units.
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{4) The applicant, Meridian ©il, 1Inc., seeks an order
pooling all mineral interests in the Basin-Fruitland Coal (Gas)
Pool underlying all of Irregular Section 9, Township 32 North.
Range 10 West, NMPM, San Juan County, New Mexico, forming a
standard 324.06-acre gas spacing and proration wunit for said
ncol, to ke dedicated to its Brown Well No. 100 to be drilled at
a standard coal gas well location 1n Let 9  (Unit M) of said
Section 2.

{%) There are interest owners in the propesed proration
unit who have not agreed to pool their interests.

{6) In anticipation of 2320-acre spacing 1in the EBasin-
Fruitland Coal (Gas) Pool the applicant propossd to said mineral
interests the establishment of the subject unit priocr to the
issuvances cf said Order No. R-87¢83.

{7 ©On November 1, 19388, he applicant filed this
application for hearing with the 2il Conservation Division.

{8} Although there appears to have been insufficient time
ibetween the date 320~acre spacing was established and when the
applicant proposed compulsory pooling) for all parties invelwed
to reach a decision on voluntary agreement no interested party
appeared and/or objected to this c¢r any other issue in thisg
matter.

{9) To aveoid the drilling of unnecessarv wells, to protect
correlative rights, to prevent waste and to affcrd to the owner
2f each interest in said unit the opportunity to recover or
receive without unnecessary expenhse hig just and fair share cf
the c¢o2al gas 1in said pool, the subkject application should bhe
approved by pooling all mineral interests, whatever they may he,
within said unit.

(10} The applicant should be designated the operatcr 2f the
subject well and unit.

(11) Any non-consenting working interest owner cshould
afforded the opportunity to pay his share of estimated well cces
to the operator in lieu of paying his share of reasonabls we
costs out of production.

{12} At the time of the hearing the applicant requestsd a
200 percent risk penalty be impposed on the cost of drilling sazd
well.
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{13) Based o¢n the geological evidence presented at
hearing in this matter and on the record in said Case No. 9
{cf which administrative notice was taken at the hearing)

propocsed 200 percent risk penalty i1is somewhat excessgive
should therefore be reduced to 156 percent.

i
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$2 00

{14) Any non-consenting working interest owner who does not
pay his zhare of estimated well <¢osts should have withheld from
producticn his share of reasonable well costs pius an additionsal
15¢ percent thereof as a reascnable charge for the risk inveolwved
in the drilling of the well.

{1%) Any non- consentlrg interecst owner should ke afforded
the oprortunity to object o the actual well cosgts but actual
well costs  should be adopted as the reasonablie well coszts in the

abgance 2f such objection.

{15} Following determination 2f reascnable well costs
non-consenting working interest cwner whoe hes paid his share cof
egtimated costs should pavy tc the operateor @ny amcunt that
reasonable well costs exceed ectimated well cecsts and should
receive from the operator any amcunt that paid estimated well
~oste exceed reasonable well costs.

{17) $3500.00 per month while 4drilling and $300.00 ner month
whiie producing should be fixed as reascnable charges for
csupervision (combined fixed ratesg): the operator should be

auther:ized to withhold from prodiiction the proporticnate chare of
such supsrvision charges =zattributable to each non~consenting
woerking interest, and in addit-on theretc, the cperator shouid ke
authorized to w1thhold from production the preportisnate share of

actual expenditures required for cperating the sukject well. not
in excess of what are reascrable, attributable to each non-
concenting working interest.

{18) All proceeds frem production from the subzect well
which are not disbursed for any reason should be placed in escrow
to be m»zid to the true owner therecf upon demand and proaof of
ownership.

or of sai ooled unit to
id unit 15 dedicated on

{19) Upon the failure of the c¢pers
t i i
pooling said Lnlt chould

commence driiling of the well to )
or before March 15, 1928, the orde
become null and void and cof no further

120 Should all the artie te  this forcee-pesling reach
voluntary agreement subseqvent to entry of this order, thic orisr

should thereaffer be of nc further effect.




Case No. 9537
rder No. R-£818
Page MNo. 4

{21) The operator of the weil and unit should notify the
Director of the Division in writing of the subseqguent vecluntary
agreemen®t of all parties subject to the force-pooling provisions
cf this order.

IT IS5 THEREFORE ORDERED THAT:

1Y 211l mineral interests, whatever they may be, are herebv
rcoled in the Basin~Fruitland Coal {Gas! Pool underlying zll of
Irregular Section 9, Township 22 North, Range 10 West, NMPM. San
Juan County, New Mexico, forming a standard 324.C&é-acrs gas
spacing and proration unit for =aid pocl, toc he dedicated to its
Brown Well No. 100 to be drilied at a standard coal gasg well

location in Lot 9 (Unit M) of said sZection 9.

PROVIDED HOWEVER THAT, t
commence the drilling of said we
March. 1989, and shall thereaft
well with due diligence t¢ a dep
‘ruitland Coal (Gas) Pool.

e operater of said un
1 on or before the 15t
er continue the drilling of said
h sufficient to test th

PROVIDED FURTHER THAT, in the event said cperator does not
commence the drilling of said well on or before the 15th day »f
March, 19&9, Ordering Paragraph No. (1) of this crdar shall be
null ard void and of no effect whetsoever, unless said operator
chtains a2 time extension from the Division for good oz2use shown.

PROVIDED FURTHER THAT,. zhould =aid well 1ot be drilled to
ter ccmmencament

completicon, or abandonment, w:th*n i2 days after
thereof, sald operator shall appear befaore the Divisieon Director
and show cause why Ordering P““aqraph No. 1y of this order

zhould not be rescinded.

{2}y Meridian 0il, In<. is hereby designated the operator —~f
the sukiject well and unit.

2} After the effective of this yrder and within 90
days prior to commencing sai well, the c¢cperator shall furn:zcsh
the Division and each knowrn working interest own=2r in the2 subkject
unit an itemized schedule of estimated well ceostg.

‘4) Within 30 days from the date the scheduls 2f
costs is  furnished to him, any n”l :cnseztinq working
ig f
w2ll ccosts to the operator in lleu of paying his share of
reasonable well costs out of production, 2nd any such ownelr who
pays nisg share of estimated wsll costs as provided above chall
emain liable for operating cas;s but shall net be lizbhle for
rick charges.

U]
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{ &
working interest

within 20 days following completicon <f the well;

5y The operator shazall furnigh the Divisicn and sach known
owner an itemized schedule ¢f actual well costs

if no okbjection

to the actual well costs ig received by the Divigion and the
Div1s; n has not objected within 4% days follewing vrecelpt of
said schedule, the actual well costs shall he the reasonabls well
goste; nrovided however, if tle e ig an cobjection to actual well
costs: wxthin said 45-day pellod the Division will determine
reascnable well costs after public nctice and hearing.

followincg

&'  Within 60 davys
-

ig chare of estima
pay to the operator his
onable well costs exceed

raceive from
estinate=d well

the operator
costs exce=d

{7 The operatcr 1ic
£o0llowing coste and charges fr

{A} The prc rata
well costs att
non-consenting
owner who 1as no
estimated well
from the date
astimated well
to him; and

he*‘o}x&r
am preduction

deternination of reasonakle

coste, any non—ccncenting working interest owner who has
< ted coste

¢ in advance as provided above
pro rata shars 2f thes amcunt that
2stimated well <costs and chall
rata share of the amount that
l@ well costs

ot
o
>
&
,_l
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D

avutherizced to wit

share of re2asonakle

-

tributabie to each

intersst
q‘;w e :)‘F

working
of p=aid his
ccsts within 30 davs
the schedule of
costs is furnished

{B) As a charge for the rish involwvad
in the rillairg of the well, 155
percent of the pro rata ghare =f
reasonable wesll cogts attribhutable
to each non-consenting working
interest ovner who has not paid his
share of pctimated well costs
within 32 dayv from the date the
schedule cf estimated well <costs i«
furnished %o hir.
{2y The operater shall distribute said c¢ostz =nd charges
withheld from production tc the nparties whe advanced the well
costs
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{9} $3500.00 per month whi
producing are hereby

rvision (combined fi:ed

h'!
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le f:

r

supe

authorized to withhold from prod
ributzble

such att
working
author

actual
excess
congen + 1
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supervision

interest,
ized to withhold from prad
:penditures required
of what are resascnab
g working interest.

charges

ot ®
i,

10) Any unleased minersl
seven-eighths (7/8) working 1
rovalty interest for the purpose
under the terms of this order.

{11) Any well costs cr
nroeduct: shall be withheld
share of production, and no
from pr-duction attributablie

on

All proceeds rom
not disbursed fo
in San Juan County, New Mw
therecf upon demand and prooct
notify the Division of the name
wi2thin 20 days from the date
agent.
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Should all the
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thereafter be of no fu

operator of the
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all parties subject
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$300.00
reasonabkle cha
the operator
1cticon the proporticnate sharve
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as
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non-c
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first denocit with said sscrow

this
of th

118

force-poo
order,

and unit shall
iting of the subsecusnt -
te  the force-pooling




Case No., 9537
Order No. R-8818
Page No. 7
DONE at Santa Fe,

hereinabove designated.
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AL

New Mexico, on

STATE OF NEW MEXICO
2IL CONSERVATION

WILLIAM
Diractor

J. LEM




