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STATE OF NEW MEXICO
ENERGY, MINERZLS, AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATICN DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURFOSE OF
CONSIDERING:

CASE NOQ. 95993
Order No. R-888%Z

ARPPLICATION OF MERIDIAN OIL, INC,.

FOR COMPULSORY POOLING AND AN UNORTHODOX
COAL GAS WELL LOCATION, SAN JUAN COUNTY,
NEW MEXICO

ORDER ©OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing &t £:1% a.m. on February
1, 1989, at Santa Fe, New Mexico, before Examiner David R.

Catanach.

NOW, on this Qaﬂﬁi day of February, 19389, 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 nctice having been given as required by
law, the Division has Jurisdiction of this cause and the
subject matter thereof.

{2) Division Case Nos. 9593. 9594, 9595, 95945, 6593,
and 9599 were consolidated at the time of the hearing for
the purpose of tegtimony.
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(3) The applicant, ™Meridian 0il, Inc. (Meridian),
seeks an order pooling all mineral interests in the
Rasin-Fruitland Cocal Gas Pool underlying the E/2 of Section
16, Township 30 North. Range 8 West, NMPM, San Juan County,
New Mexico, forming a standard 320-acre gas spacing and
proration unit for said pool, to be dedicated to its
Sstanolind Gas Com Well Ne. 300 to be drilled at an
unorthodox coal gas well location 350 feet from the Scuth
line and 530 feet from the East 1line (Unit P} of sgaic
Secticn 16.

(4) At the time of the hearing the applicant requested
that the portion c¢f the case requesting apprcoval of an
unorthodox coal gas well 1location be dismissed inasmuch as
the proposed well is to be drilled at a standard coal gas
well location 14&0 feet from the North 1line and 1150 feet
from the East line {Unit H) of said Section 16.

(5) The applicant has the right to drill and propuses
to drill a well &t the standard coal gas well 1locaticn
described above.

(6) There are 1interest owners 1in the propcsed
proration unit whc have not agreed to pool their interests.

(7) 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 unit the oppcrtunity to
reccver or receive without unnecessary sxpense his just and
fair share of the production in any pool completicn

resulting from this crder, the subject application should bhe
approved by pooling all mineral interests, whatevar they may
be, within said unit.
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(8) The applicant =z
~he subject well and unit.
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(9) Any non-consenting working interest owner should
afforded the oppertunity to pay hig shave of estimate
well costs to the op2rator in li2u of payving his share of
rezasonable well costs cut ¢f preduction.

(10} The applicant has proposad a 200 osrcent  vicsk
penalty be assesced against those interest owners subjsct o
the force-pooling provigions cof this orcder, ard in support
“lhereof presented svidence and testimony at the hearing.

{11) Meridian, in the immediate ¢ase, hag proposad that

the risk penalty ke bazed upon geclogic, reservoir.
aconomic, and opsrational parameters and has further

testified that the mejor consideraticon in determining visk
should not be the presencs of coal but the characteristics
«f the c¢onal encountered which in turn has a divect Dbaaring
on the producing capability of the wells.

{12) The applicant, which hae drilled approximately 20C
ccal gas welle in the Basin~-Fruitland Coal Gas Pool to date,
provided no evidence or testimeny which would indicate that
any of its wells 1ave been plugged and abandoned dve  to
ren-productivity.

D

(13) The applicant further provided no 2vidence orv
testimony which would indicate that anvy of the wellg drillad
to date have been plugged and abandoned due to  prehlems
encountered while driiling or completing these wells.

{14) The applicant has included certain factors suoh ag
rarket demand, water disposal, gathering, £ d
equipment, etc under ite economic and operations 1v1igk
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parameters which do not have a bearing on the preducing
capability of any given well and should therefore not be
considered in assessing risk.

(15) Based upon the evidence and testimony presented by
the applicant, a risk penalty of 156 percent ic fair and
reasonable and should ke adopted in this case.

(16) Any non-consenting working interest owner who does
not pay his share of estimated well «costs should Lave
withheld from producticn liis share of the reascnable well
cnste plus an additiconal 156 percent thereof as a reasonable
charge for the risk involved in the drilling of the well.

(17) Any nor-congenting interest owner should De
afforded the opportunluy tc okject to the actual well costs
but actual well costs should ke adcopted as the 1reasonable
well costs in the absence of such objection.

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

(19) $3500.00 per month while drilling and $3230.
month while producing shculd be fixed as reasonable
for supervision (combinec fixed rates); the operator
ne authorized to withhcld from production the proport
share of such supervision charges attributable to each
non-consenting working interest, and in addition thereto,
the o¢perator should be authorized te withhelad from
production the proporticnate share of actual exrvenditures
required for operating <+the subject well, not in excess of
what are reasonhable, attributable to =ach non-censenting
working interest.
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(20) All proceseds from producticn from the subject well
which &are not disbursed for any reason should be placed in
sscrow to be paid tc the true owner thereof upon demand and
proof of ownership.

{21) Upon the fa-lure of the operator of said pooled
unit to commence the driiling cof the well to which said unit
is dedicated on or before June 1, 1989, the order nco.ing
caid unit should become null and void &and ¢f no effect
whatsoever.

{22} Should all the parties to this forced peoling r=2ach
voluntary agreement subsegquent to entry of this order, thie
order shall thersafter be of nc further effect.

{23} The operator ¢f the well and unit shall notify the
Civector of the [Division 1in writing of fthe subseguent
voluntary agreement of all parties subject to the forced

pooling provisions cof this crder.

IT IS THEREFORE ORDERED THAT:

(1) All mineral interests, whatever they may be. 1l
he Basin-Fruitland <{oal Gas Pool underlying the E/2  cof
ection 16, Township 20 North, Range 3 West, NMPM, San Juan
County, New Mexico, are hereby pooled forming a
320-acre gas spacing and proration unit for said poo
dedicated to the 3tanolind Gas Com Well No. 380 to be
drilled at a standard coal gas well locaticon 148C feet fronm
the North line and 1150 feeft from the East line (Unit H) of
sald Section 16.

t
3

PROVIDED HOWEYVER THAT. the operator of =gaid unit =hall
commence the drilling of caid well on or kefore the 1st
day of June, 1989, and shall thereafter continue the
¢rilling of said wel: with due diligence to a depth
sufficient to test the Basin-Fruitland Coal Gas Fool.
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PROVIDED FURTHER THAT, in the event said operator dces
ot commence the drilling of said well on or before the 1st
dav of June, 1989, Ordering Paragraph No. (1) of this order
shall be null and void and of no effect whatsoever, unless
¢aid operator obtains a time extension from the Division for
good cause shown.

PROVIDED FURTHER THAT, should said well not be drilied
tc completion, or abandenment, within 120 days after
~ommencement thereof, said cperater shall appear before the
Division Director and show cause why COrdering Paragraph No.
(1) of this order chould not be rescindec.

(2) The portion of the application requesting approval
of an unorthodox ccal gas well location 350 feet from the
2cuth line and 530 feet from the East line (Unit P) of =aid
Section 16 is hereby dismigsed.

{3) Meridiar Cil Inc. 1is hereby cdesignated the
cperator of the subject well and unit.

(4) After the effective date of this order and witiin
9¢ days prior to commencing said well, the operator shall
furnish the Division and each known working interesgt owner
in the subject unit an itemized schedule of estimated well

costs.

{(5) Within 30 days from the date the schedule of
estimated well costs is furnished to him, any non-consentindg
working interest owner shall have the right to pay his shave
of estimated well costs to the operator in lieu of paying
his share of reasonable well costs out of production, and
any such owner who pavs his share of sstimated well costs as
provided above shall remain liable for cperating costs but
cshall not be liable for risk charges.
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{6) The operator shall furnish the Divisgicn and each
known working interest owner an itemized schedule of actual
well costs within 90 dayse folleowing completion of the well:
if no objection tc the actual well costs is received by the
Division and the Division has not objected within 45 davs

said
the reasonsabie

fcllowing receipt of
shall be
reriod the Division will
after public notice

schedule,
well
there is objection tc actual
determine r=asonable
and hearing.

the actual well
costs; provided however, i
well costs within

COSTS

said

w211

(7) Within A£C  days following determination ot
reasonable well costs, any non~-consenting working intevest
owner who has paid his share of estimated well costs 1o

advance as provicded
rata share of the amount
egtimated well costs

above chall pay to the operator his
that reasonable
and shall receive from the operator his

pro

well costs exceed

»ro rata share of the amount that estimatec well oosts
exceed reasonable well costs.

(8) The operator is hereby authorized to withhoid the
following costs and c¢harces from production:

(A} The pro rata share of reascnable well <nsta
aztributable to e=ach non-consenting working
intarest owner who has not paid is share cof
estimated well ccegts within 20 days from the
date the sgschecdule of estimated well coste ¢
furniched to him, and

(BY As & charge for the risik involved in the
drilling of the well, 156 percent of the pro
rata shar o rzasonakle weoll costs

2ach non-congenting woarking
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interest owner whce has not paid his ghare of
estimated well costs within 30 days from the
date the sch2dule of estimated well =zosts iz
furnishad to him.

{9) The operator shall distribute said costs and
charges withheld from production tce the parties whe advanced
the well costs.

{1C0) $3800.00 per month while drilling ancd $350.00 per
month while proaL ing are hereby fixed as reascnable charges
for supervision combined fixed rates)}; the aperator 1g
hereby authorized to withhold Erom producticon the
proportionate share of such supervision charges attributable
to each non-consenting woerking interest, and in  addition
thereto, the operatoer is hereby authorizsd to withhold from
production the proportionate share of actual expenditu
required for operating such well, not in excess of what are
reasonable, attributable to each non-consenting working
interest.

(..J

~'f»

sed mineral interest shall bhe cons_dered
a seven-eighths /&) working interest and a one-e2ighth
(1/8) rovalty interest for the purpcse of allocating costs
and charges under the terms of this order.

{11) Any unles
(7

(12) Any well coszt:z 2r chargeg which are to be paild out
of production shall Dbe ithheld c¢nly <from the working
interest's share of Dro JUHflon, and no costs cr <charg
shhall be withheld from production atfrikbutable to v\ycl*“

interests.

-0

1k

(13) 21l prcceeds from producticn frcm the subiecc well
which are not disbursed for any reason shall immediately be
placed in escrow in San Juan County, New Mexico, tc be pald
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to the true owner therveof upon demand and procf of
ownership; the operator shall netify the Division of the
name and address of said escrow agent within 30 days from
the date of first cdeposgif with =said sscrow agent.

(14) sShould all parties to this forced pooling ovder
reach voluntary agresement subsequent to entry of this ordervr,
this order shall theresafrer be 0f no further effect.

{15) The operator of the well and unit shalil netify the
Director of the Divisior in writing of the subsequent
voluntary agreement of all parties subiect to the forced
pcoling provisions of this order.

16) Jurisdiction of this c¢ausse is retained for the
of such further orders as the Division mey desm
ary.
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DONE at Santza Fe, N2w Mexico, on the day an year
hereinabove designated.

STATE OF NEW MEXICC
OZIL CONSERVATION DIVISIOH

WILLIAM J.
Jir=ctor
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