STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONMSERVATION DIVISICN

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATICN
DIVISION FOR THE PURPOSE OF
CONSIDERING:

CASE NC. 9541
ORDER NO. R-88272

APPLICATION OF MERIDIAN OGIL, INC.
FOR COMPULSORY POOLING, SAN JUAN
COUNTY, NEW MEXICO

ORDEP. OF THE DIVISION

BY THE DTVISTION:

This cause came on for hearing at £:15 a.m. on November 22,
1988, at Santa TFe, New Mexico, before Examiner Michael E.
Stogner

NOW, on this  28th day of December, 1988, the Division
Director, having considered the testimony, the record and the
recommendations of the Examiner, and being fully advised in the
rremises,

FINDS THAT:

{1) Due public notice having been given as reguir=d4d by law,
the Division has Jjurisdicticen of this cause and the subierct
natter thereof.

{2) Bt the time cof the hearing this case was consclidated
with Cas Nos. 9535, 95345, 9537, 9538, 9539, 9540, 9%42, 954%,
8546 and 9547 for purposes of testimony.

cued in Case HNo. q490
he Rasin~-Fruitland 3

l'

(2} By Division Order Nc. R-8768, 1is
and made effective November 1, 1988, t
(Gas) Pocl was created and spacial rules and regulations were
promulgated including a2 previgsion for 320-acre spacing and
prceration units.

k)

A<u~
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(4) The applicant, Meridian ©0il, Inc., seeks an order
pooling all mineral interests in the Basin-Fruitland cCcal (Gas)
Ponl underlying Lots 1 and 2, the S§/2 NE/4, and £SE/4 of Section
4, Tcwnship 30 North, Range 9 West, NMPM, San Juan County, New
Mexire, to form a standard 222.30-acre gas spacing and proration
unit for said pool, to be dedica*ted to its Riddle E Com Well
No. 250 to be drilled at a previously autheorized non-standard
cocal gas well location (pursuant to Decretory Paragraph Nc. (4)
of said Trder No. R-8768) 1740 feet from the Scuth line and 103F
foet from the East line {Unit I} of said Section 4.

{2+ There are 1interest owner

g 1in the propesad proration
unit who have not agreed %t~ pool their interests.

i

{6} In anticipation of 32%-acre spacing in  the Rasin-
Fruitland Coal (Gas) Pocl the anplicant preposed fto gaid mineral
interests the establishment of +the subiect unit pricr *to the
issuance of said Order No. R-876%2

' On November 3, 1¢28R, the applicart Filed this
tion for hearing with the 02il Censervation Division.

- hawve been insufficient tims

{g} »nlthough there appe t
ing was estahlizshed and when th=
1
Y

:2?*

(between the date 320-acrs epac
applicant proposed compulsory paolirg)! for all parties involved
ar agreement no interested party

or  any other isgue 3n this

to reach a decision on volunta
arpeared and/or objected +o his
matter.

{9} To avoid the drilling of unnecessary wellg, o nroctect
correlative rights, to prevent waste and to afferd to the cwner
onf  each interest 1in caid unit the opportunity %o racover or
racaive without unnecessary expencse his dust and fair «hare of
the o2l gas in said pocl, the subject applization should ba
approved by pooling all mineral interests, whatever they may he,
within =zaid unit.

{17) The applicant should hes designated the cperatror of the
subiect well and unit.

{11} Any non-consenting working interest owner sheould be
zfforde? the opportunity to pay his cshare of esgtimated well costs
*e the operator in lieu of paying his shars of rezconghle well
costs ovt of production.

{12) At the time of the hearing the applicant reqgueszsted a
200 percent risk penalty be impesed on the cest of drilling said

well.
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{12} Based on the geological evidence presented at the
hearing in this matter and on the record in said Case No. 9420
{of which administrative notice was taken at the hearing), the
proposed 200 percent risk penalty is somewhat excessive and
should therefore be reduced to 1546 percent.

{14} Any non-consenting wcrking interest owner who does not
pay hls share of estimated well c¢osts should have withheld from
production his share of reasonable well costs plus an additional
156 percent thereof as a reascnable charge for the risk 1invelved
in the drilling of the well.

(1%} Any non-consenting 1interest owner should be afforded
the opportunity to object to the actual well costs but actual
well cogts should be adopted as the reasonable well costs in the
abserce of such objection.

{16} Following determination <f reasonable well cests, any
non-consenting working interest owner who has paid his share of
estimated costs should pray tc the operator any amount that
reascnable well costs exceed estimated well costs and should
receive ¥from the operator any amount that paid ectimated well
costs exceed reasonable well cogts.

{17} $3500.00 per month while drilling and $200.90 »ner month
while producing should be fixed as reasonable charges for
supervision (combined fixed raztes); the operator chould he
authorized to withhold from producticon the propertionate share cof
such gupervision charges attributable to each nen-consenting
working interest, and in additicn thereto, the operater sheuld he
aunthorized to withhold from production the propertionate share of
actual expenditures required for operating the subiect well, neot
in excess of what are reasonable, attributable to each non-
consenting working interest.

-~
YERES

8 211 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 therecf upon demand and proof ~f
cwnershin.

n

e

f12} Upon the failure 5f the cperator cof said pocled unit to
commence drilling of the well to which said unit is dedicated on
or bhefore March 15, 1989, the order ponling said unit should

hecome null and void and o2f nc further offect whatsoever.

{2) sShould all the parties %o this £force-pooling reach
voluntary agreement subsequent to entry of this order., thig crder
should thereafter be of nc further effect.

‘.)hf‘
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{21) The operator of the well and unit should notify the
Director of the Division in writing of the subseguent voluntary
agreement of all parties subject to the force-pooling provisions
cf this order.

IT IS THEREFORE ORDERED THAT:

(1} All mineral interests, whatever they may be, are hereby
pooled in the Basin-~Fruitland Cocal ‘Gas} Pocl uncerlving Lots 1
and ?, the S8/2 NE/4, and £fE/4 of 3ection 4,Township 30 Neorth,
Range 9 West, NMPM, San Juan County, New Mexico, to form a
standard 323.30-acre gas cparsing and proration unit for said
pocl, to bhe dedicated to its Riddle E Com Well No. 250 tc be
drilled at a previously autherized non-standard ccal gas well
location {pursuant to Decretoary Paragraph No. {4} of said Crder
No. R-8748) 1740 feet from the South line and 1035 feet from the
East lines {(Unit I) of said Section 4.

PROVIDED HOWEVER THAT, the operator of said unit chall
commence the drilling of =aid well on eor before the 15th day of
March, 1989, and shall thereafter continue the drilling of saiéd
well with due diligence to a3 depth sufficient to test tha Basin-
Fruitland Coal (Gas) Pool.

PEOYIDED FURTHER THAT, in the event said operator does nnt
commence the drilling of <czid well on or before the 15th day of
March, 1889, Ordering Paragraph No., (1} of this order shall bhe
null and void and of no 2ffect whatsoever, unless said operator
ocbtains 2 time extension f£rom the Division for gocd cause shown.

PEOVIDED FURTHER THAT, shounldéd zgaid well not be drillsd +o
cempletion, or abandonment, within 120 daye after commencement
theranf, sald operatcer shall appear befcore the Division Director
and =how cause why Ordering Paragraph No. (1) of this order
should r.et be rescinded.

2} Meridian 0il, Inc. ig herebv designated the nperator of
the subject well and unit.

-s) After the effective cdata2 of this order and within 20

14r to commencing sa2id well . the aperatcecr sghall furnish
the Division and each known werking interest owner in the subjent
unit an itemized schedule of estimated well costs
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{(4) wWithin 30 days from the date of the =schedule of
ectimated well <costs 1is furnished to him, any non-consenting
working interest owner shall have the right to pay his shars of
estimated well costs to the operateor in lieu of paving his shars
of reasonable well costs cut of praoduction, and any such owner
who pays his share of estimated well ccsts as provided above
cshall remain liable for cperating costs but shall not be liable
for risk charges.

5y 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 well; if nc objectioc
+o the actual well costs is received by the Dlvision and the
Division has not objected within 45 days following receipt of
s3i@d schedule, the actual well rcoste shall be the reascnable well
coste; provided however, if theres is an objection to actual well
cests within said 45 day period the Division will determine
reascnable well costs after public notice and hearing.

‘¢) wWithin 60 days follewing determination of reaconable
well costs, any non-consenting working interest owner who has
naid hie chare of estimated costs 1in advance as provided above
shall pey to the operator his pre rata share of the amount that
reasonahbls well costs exceed ecstimated well ceoste and shall
rerceaive from the operator h*e nro rata share »f the amount that
estimated well costs exceed reascnable well coste.

{7 The operator is Ppreky anthorize: Yo withheld the
follewing costs and charges frem precduction:

{A) The pro rata ~chare of reascrable
well costs attributable to each
non-consenting werking interest
owner who has not p»2id his share of
estimated well ~osts within 30 days
from the date *the schedule of

stimated well <o2sts 1ieg furnished
to him; and

{B} As a charge for the risk involve
in the drilling of the well, 15
percent of the prc rata share of
reasonable well «<osts attributable
to each nen-ronsenting working
interest owner who has not paid his
share cf ectimated well costs
within 30 days from the date the
cchedule of estimated well costs is
furnished tc him.

4
&
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(8) The operator shall distribute said cocsts and charges
withheld from production to the parties who azdvanced the well
costs.

{9) $3500.00 per month while drilling and $200.0C_ per
month while producing are hereby fixed as reasonable charges for
supervision (combined fixed rates); the cperator is hereby

authorized to withhold from production the properticnate share of
such supervision charges eattributable to each ncn-concenting
working interest, and in addition thereto, the operator is hereby
authoriz=d to w1thhold from production thO proportionate share of
actual o=xpenditures reguired for operating such well, not in
excess of what are reascnahle, attributable to each ncn-
consenting working interest.

{10) Any unleased mineral interest shall ke concsidered a
saven-eighths (7/8) working interest and a one-eighth (1/8)
royalty interest for the purpcse of allccating costs and charges
under the terms of this order.

1) Any well costs or charges which are te e paid out »f

i~np chall be withheld only from the working interest's
share of production, and no costs or charge shall be withheld
from prnduction attributable to royalty 1nfer sts

({12) 211 proceeds from production £from the subject well
which are not disbursed for any rezcon shall be placed 1in escrow
in San Juan County, New Mexico, t»n bLke paid to the true owner

o
thereof upon demand and precf of ownership; the operatcer shall
notify the Division of the name and address o said escrow agent
within 29 daye from the date of first deposit with said escrow
agent.

{12} should all the parties to this force-pocling rea
wvoluntary agreement subsequent to entry of this order, this order
shall thereafter be of no furthesr effect,

(14} The operator of the well and unit chall notify the
Dirartor of the Division in writing of the subseqguent veluntary
agresment of all parties subject to the force-pooling provisions
cf 3

1%} Jurisdiction of thic can

{ e
cuch further orders as the Division

igs retained for the entry of
may deem ne¢essary.
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DONE at Santa Fe,
hereinabove designated.

¥y}
ua]

A L

New Mexico, on the day and

STATE OF NEW MEXICO
(IL CONSERVARATION DIVISION

P

WILLIAM J. L
Director

year




