
BEFORE THE OIL CONSERVATION COMMISSION 
RECEIVED 

OF THE STATE OF NEW MEXICO 
OCT 1 b 1990 

IN THE MATTER OF THE APPLICATION 
OF MORGAN RICHARDSON OPERATING 
COMPANY FOR AN ORDER POOLING 
CERTAIN INTEREST FOR PRODUCTION OF 
COAL SEAM GAS AND ASSOCIATED 
HYDROCARBONS FROM THE FRUITLAND COAL 
SEAMS UNDERLYING CERTAIN LANDS LOCATED 
IN THE BASIN FRUITLAND COAL FIELD, 
SAN JUAN COUNTY, NEW MEXICO 

QIL CONSERVATION DIVISiON 

HEARING NO . 10 

VERIFIED APPLICATION 

The A p p l i c a n t , Morgan Richardson Operating Company, by i t s 

a t t o r n e y s , r e s p e c t f u l l y p e t i t i o n s the O i l Conservation Commission 

of the State of New Mexico as f o l l o w s : 

1. The O i l Conservation Commission has e s t a b l i s h e d 320-acre 

spacing u n i t s f o r the produc t i o n of methane gas and associated 

hydrocarbons from the F r u i t l a n d c o a l seams i n the San Juan Basin. 

2. A p p l i c a n t i s authorized t o do and i s doing business i n 

the State of New Mexico and i s the owner and operator of o i l and 

gas leasehold working i n t e r e s t s i n the f o l l o w i n g described 320-acre 

spacing u n i t e s t a b l i s h e d by t h i s Commission: 

Ap p l i c a n t , as operator, proposes the d r i l l i n g of a w e l l on the 

320-acre spacing and p r o r a t i o n u n i t , t o t e s t the F r u i t l a n d coal 

seams und e r l y i n g the 320-acre spacing and p r o r a t i o n u n i t a t a 

subsurface depth of approximately 2,500 f e e t , s a i d w e l l t o be 

located i n the approximate center of the NE/4 of Section 17. 

3. Applicant has h e r e t o f o r e attempted, pursuant t o Sections 

70-2-17 and 70-2-18 NMSA, as amended, t o o b t a i n the consent t o the 

d r i l l i n g of said w e l l by i n t e r e s t e d p a r t i e s . 

4. Despite d i l i g e n t e f f o r t s , A p p l i c a n t has been unable t o 

ob t a i n such agreement on a v o l u n t a r y basis from Meridian O i l , Inc., 

Township 28 Nor t h f Range 8 West 
Section 17: N/2 

comprising 32 0 acres, more or l e s s , 
San Juan County, New Mexico 



a working i n t e r e s t owner owning a working i n t e r e s t i n and 

underlying the E/2 NW/4 of the 3 20-acre spacing and proration u n i t . 

5. Applicant i s preparing to the best of i t s knowledge, a 

l i s t of interested parties consisting of working i n t e r e s t , royalty 

and overriding r o y a l t y owners w i t h i n said spacing and proration 

u n i t . 

6. Applicant w i l l serve as Operator of the pooled 3 2 0-acre 

u n i t under an operating agreement. 

7. Applicants estimate t h a t d r i l l i n g costs of the proposed 

well f o r which request f o r permit i s i n process, w i l l be $63,127.50 

and completion costs $160,7 00.00. 

8. Applicant's proposed overhead charges on a f i x e d rate 

basis are $5,000.00 per w e l l per month d r i l l i n g w e l l rate and 

$500.00 per w e l l per month producing well rate. Major construction 

and catastrophe overhead costs to be negotiated p r i o r to 

construction or r e s t o r a t i o n . 

9. Due r i s k s of d r i l l i n g , completing, t e s t i n g , stimulation 

and producing the w e l l , together with problems of water disposal, 

construction of f a c i l i t i e s and transportation. Applicants believe 

a 2 00% r i s k charge payable from the proceeds of production should 

be assessed against the share or shares of any party or parties who 

do not agree to voluntary pooling. 

10. Applicant requests t h a t the Commission, a f t e r notice as 

required, and a f t e r hearing, enter an order pooling a l l interests 

i n the 320-acre spacing and proration u n i t set f o r t h above fo r the 

development and operation of the Fruitland coal seams underlying 

said u n i t and the production of methane gas and associated 

hydrocarbons from such u n i t . Applicant requests t h a t such pooling 

order be upon terms and conditions that are j u s t and reasonable and 

that a f f o r d t o the interested parties i n the pooled u n i t the 

opportunity to recover or receive, without unnecessary expense, 

t h e i r j u s t and equitable share of gas and associated hydrocarbons. 

Applicant f u r t h e r requests, pursuant to Section 70-2-17(c) NMSA, as 

amended, that Applicant recover from any non-consenting interested 
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party's share of production a r i s k charge of 2 00% from such working 

in t e r e s t owner or owner's pro rata share of d r i l l i n g and completing 

the w e l l . 

WHEREFORE, Applicant r e s p e c t f u l l y requests t h i s matter be 

set f o r hearing by the Commission; that notice thereof be given to 

the interested parties as required by law; and that upon such 

hearing, the Commission issue i t s order granting t h i s Application. 

Applicant f u r t h e r requests that the Commission i n i t s order grant 

such other provisions including a 200% r i s k charge as the 

Commission may f i n d to be necessary or desirable. 

Applicants Address: 

Morgan Richardson Operating Company 
3 09 West 1st Avenue 
Denver, Colorado 80209 
Telephone (303) 777-4143 

Respectfully submitted, 

Robert C. Hawley 
Hawley & VanderWerf 
730 17th Street, Suite 730 
Denver, Colorado 80202 
(303) 572-9090 

By 

Campbell & Black, P.A. 
110 North Guadalupe St. 
P.O. Box 2208 
Santa Fe, New Mexico 87504-2208 
Telephone: (505) 988-4421 

-3-



STATE OF COLORADO 
) ss. 

CITY AND COUNTY OF DENVER 

VERIFICATION 

The undersigned, Bryan Lewis, being f i r s t duly sworn upon 
oath, states: 

1. That I am the Landman f o r Morgan Richardson Operating 
Company, and I am personally f a m i l i a r w ith the facts set f o r t h i n 
the foregoing Application. 

2. That I have read the Application and the facts contained 
therein are true and correct t o the best of my knowledge, 
information and b e l i e f . 

day of October, 1990. 
SUBSCRIBED AND SWORN TO before me, a notary public, t h i s 

WITNESS MY HAND AND OF^ICIALTS^SAL . 

7r*> 
Notary Public 

My Commission Expires 
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