
STATE OF NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION COMMISSION 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
COMMISSION FOR THE PURPOSE OF 
CONSIDERING: 

CASE NO. 8 95 2 
Order No. R-8344 

APPLICATION OF BENSON-MONTIN-GREER 
DRILLING CORPORATION FOR STATUTORY 
UNITIZATION, RIO ARRIBA COUNTY, 
NEW MEXICO. 

This cause came on fo r hearing at 9:00 o'clock a.m. on 
October 24 , 1986, at Santa Fe, New Mexico, before the O i l 
Conservation Commission of New Mexico, h e r e i n a f t e r r e f e r r e d to 
as the "Commission." 

NOW, on t h i s __J7th_ day of November, 1986, the 
Corrxni ss i on, a quorum being present, having considered the 
testimony, the record, and being f u l l y advised i n the premises, 

F I_NDS_THAT: 

(1) Due p u b l i c n o t i c e having been given as required by 
law, the Commission has j u r i s d i c t i o n of t h i s cause and the 
subject matter thereof. 

(2) The App l i c a n t , Benson-Montin-Greer D r i l l i n g Corp., 
seeks the s t a t u t o r y u n i t i z a t i o n , pursuant to the "Statutory 
U n i t i z a t i o n Act," Sections 70-7-1 through 70-7-21, N.M.S.A., 
1978 Compilation, of 69,567.235 acres, more or less, of 
f e d e r a l , state and fee lands, being a p o r t i o n of the West 
Puerto Chiquito-Mancos O i l Pool, Rio Arr i b a County, New Mexico, 
and approval of the plan of u n i t i z a t i o n and the proposed 
operating plan. 

(3) The proposed u n i t area should be designated the 
Canada O j i t o s Unit Area; the v e r t i c a l l i m i t s of said u n i t area 
w i l l be the subsurface formation commonly known as the Mancos 
formation i d e n t i f i e d between the depths of 6968 feet and 7865 
feet on the Schlumberger Induction E l e c t r i c a l Log, dated June 
18, 1963, i n the Canada O j i t o s 0-9 Well ( p r e v i o u s l y the 
Bolack-Greer No. 1 Bolack) located 1080 feet from the South 
l i n e and 1920 feet from the East l i n e of Section 9, Townsnip 26 
North, Range 1 West, NMPM, Rio A r r i b a County, New Mexico, and 
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is to include a l l subsurface points throughout the u n i t area 
c o r r e l a t i v e to those i d e n t i f i e d depths, and the u n i t area 
should comprise the f o l l o w i n g described lands: 

Ill2_:̂ *-IM_COUOT 
Townsh|p_2 4_Nor_thj__Ran 
Sections 6 and 7: A l l 
Section 8: W/2 
Section 17: W/2 
Section 18: A l l 
Section 19: N/2 
Section 20: NW/4 

Township 24 North, Range 1 West, NMPM 
Sections 1 through 15: A l l 
Section 23: N/2 
Section 24: N/2 

Townshi_p_2 5_Nor^h^_Ran 
Sections 5 through 8: A l l 
Sections 17 through 20: A l l 
Section 29: W/2 
Sections 30 and 31: A l l 

Townshj.p_25_Nor^h^_Ran 
Sections 1 through 36: A l l 

Township 26 North, Range 1 East, NMPM 
Section 19: A l l 
Section 20: W/2 
Sections 29 through 32: A l l 

Township 2 6 North, Range 1 West, NMPM 
Sections 1 through 36: A l l 

(4) The p o r t i o n of the West Puerto Chi qui to-Mancos O i l 
Pool proposed to be included i n the aforesaid Canada O j i t o s 
Un:it Area has been reasonably defined by development. 

(5) The Applicant operates a pressure maintenance p r o j e c t 
f o r the secondary recovery of o i l and gas i n the proposed u n i t 
area. 

(6) The u n i t i z e d management, operation and f u r t h e r 
development of the subject p o r t i o n of the West Puerto Chiquito-
Mancos O i l Pool, as proposed, i s reasonably necessary i n order 
to e f f e c t i v e l y carry on secondary recovery operations and 



-3-
Ca.se No. 8 952 
Order No. R-8344 

to s u b s t a n t i a l l y increase the u l t i m a t e recovery of o i l from the 
poo 1 . 

(7) The proposed u n i t i z e d method of operation as applied 
to the Canada O j i t o s Unit Area i s f e a s i b l e , w i l l prevent waste, 
and w i l l r e s u l t w i t h reasonable p r o b a b i l i t y i n the increased 
recovery of s u b s t a n t i a l l y more o i l from the pool than would 
otherwise be recovered. 

(8) The estimated a d d i t i o n a l costs of such operations 
wi : 1 not exceed the estimated value of the a d d i t i o n a l o i l so 
recovered plus a reasonable p r o f i t . 

(9) Such u n i t i z a t i o n and adoption of the proposed 
u n i t i z e d method of operation w i l l b e n e f i t the working i n t e r e s t 
owners and r o y a l t y owners of the o i l and gas r i g h t s w i t h i n the 
Canada O j i t o s Unit Area. 

(10) The Applicant has made a good f a i t h e f f o r t to secure 
vo l u n t a r y u n i t i z a t i o n w i t h i n the West Puerto Chiquito-Mancos 
Oi:. Pool. 

(11) The p a r t i c i p a t i o n formula contained i n the 
u n i t i z a t i o n agreement a l l o c a t e s the produced and saved u n i t i z e d 
hydrocarbons to the separately owned t r a c t s i n the u n i t area on 
a f a i r , reasonable and equitable basis, and pr o t e c t s the 
c o r r e l a t i v e r i g h t s of a l l owners of i n t e r e s t w i t h i n the u n i t 
area. 

(12) The Unit Agreement and the Unit Operating Agreement 
a d n i t t e d i n t o evidence i n t h i s case should be incorporated by 
reference i n t o t h i s order. 

(13) The St a t u t o r y U n i t i z a t i o n of the Canada O j i t o s Unit 
Area, i n conformance to the above f i n d i n g s , w i l l prevent waste 
and p r o t e c t c o r r e l a t i v e r i g h t s and should be approved. 

IT IS THEREFORE ORDERED THAT: 

(1) The Canada O j i t o s Unit Agreement, covering 69,567.235 
acres, more or less, of f e d e r a l , state and fee lands i n the 
West Puerto Chiquito-Mancos O i l Pool, Rio A r r i b a County, New 
Mexico, i s hereby approved for s t a t u t o r y u n i t i z a t i o n pursuant 
to the Sta t u t o r y U n i t i z a t i o n Act, Sections 70-7-1 through 
70--7-21, NMSA, 1978 Compilation. 

(2) The lands covered by said Canada O j i t o s Unit 
Agreement s h a l l be designated the Canada O j i t o s Unit Area and 
sha11 compri se: 
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RIO ARRIBA COUNTY, NEW MEXICO 

Township_2 4 North A_Range_1 East, NMPM 
Sec t i ons 
Sect ion 
Sect i on 
Sect ion 
Sect ion 
Sect i on 

6 
8 
17 
18 
19 
20 

and 7 
W/2 
W/2 
Al 1 
N/2 
NW/4 

Al 1 

Township 24 North, Range 1 West, NMPM 
Sections 1 through 15: A l l 
Section 23: N/2 
Section 24: N/2 

Township 25 North, Range 1 East, NMPM 
Sections 5 through 8: A l l 
Sections 17 through 20: A l l 
Section 29: W/2 
Sections 30 and 31: A l l 

Township_2 5 North, Range 1 West, NMPM 
Sections 1 through 36: A l l 

Township 26 North, Range 1 East, NMPM 
Section 19: A l l 
Section 20: W/2 
Sections 29 through 32: A l l 

Township 26 North, Range 1 West, NMPM 
Sections 1 through 36: A l l 

(3) The v e r t i c a l l i m i t s of the Canada O j i t o s Unit Area 
s h a l l be the Mancos formation i d e n t i f i e d between the depths of 
6968 feet and 7865 feet on the Schlumberger Induction 
E l e c t r i c a l Log dated June 18, 1963, i n the Canada O j i t o s 0-9 
Well ( p r e v i o u s l y the Bolack-Greer No. 1 Bolack), located 1080 
feet from the South l i n e and 1920 feet from the East l i n e of 
Section 9, Township 26 North, Range 1 West, NMPM, Rio A r r i b a 
County, New Mexico, and i s to include a l l subsurface points 
throughout the u n i t area c o r r e l a t i v e to those i d e n t i f i e d 
depths. 

(4) The Canada O j i t o s Unit Agreement, admitted i n t o 
evidence i n t h i s case as a p o r t i o n of Exhibit 1, i s hereby 
incorporated by reference i n t o t h i s order. 
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(5) The Canada O j i t o s Unit Operating Agreement, admitted 
i n t o evidence i n t h i s case as a p o r t i o n of E x h i b i t 1, is hereby 
incorporated by reference i n t o t h i s order. 

(6) The Canada O j i t o s Unit Agreement and the Canada 
O j i t o s Unit Operating Agreement provide f o r u n i t i z a t i o n and 
u n i t operation of the subject p o r t i o n of the West Puerto 
Ch i q u i to-Mancos O i l Pool upon terms and conditions that are 
f a i r , reasonable and equitable and include: 

an a l l o c a t i o n to the separately owned t r a c t s i n the u n i t 
area of a l l the o i l and gas that i s produced from the u n i t 
area and i s saved, being the production that i s not used 
i n the conduct of operations on the u n i t area or not 
unavoidably l o s t ; 

a p r o v i s i o n f o r the c r e d i t s and charges to be made i n the 
adjustment among the owners i n the u n i t area f o r t h e i r 
respective investments i n w e l l s , tanks, pumps, machinery, 
m a t e r i a l s and equipment con t r i b u t e d to the u n i t 
operat i ons; 

a p r o v i s i o n governing how the costs of u n i t operations 
i n c l u d i n g c a p i t a l investments s h a l l be determined and 
charged to the separately owned t r a c t s and how said costs 
s h a l l be paid i n c l u d i n g a p r o v i s i o n p r o v i d i n g when, how, 
and by whom the u n i t production a l l o c a t e d to an owner who 
does not pay the share of the costs of u n i t operations 
charged to such owner, or the i n t e r e s t of such owner, may 
be sold and the proceeds applied to the payment of such 
costs; 

a p r o v i s i o n f o r c a r r y i n g any working i n t e r e s t owner on a 
l i m i t e d , c a r r i e d or n e t - p r o f i t s basis, payable out of 
production, upon such terms and conditions determined by 
the D i v i s i o n D i r e c t o r to be j u s t and reasonable, and 
a l l o w i n g an appropriate charge for i n t e r e s t f o r such 
service payable out of such owner's share of production, 
i n c l u d i n g a two hundred percent nonconsent penalty, 
provided that any nonconsenting working i n t e r e s t owner 
being so c a r r i e d s h a l l be deemed to have re l i n q u i s h e d to 
the u n i t operator a l l of i t s operating r i g h t s and working 
i n t e r e s t i n and to the u n i t u n t i l his share of the costs, 
service charge and i n t e r e s t are repaid to the u n i t 
operator, i n c l u d i n g a two hundred percent nonconsent 
penalty; 
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a p r o v i s i o n designating the u n i t operator and pr o v i d i n g 
f o r the supervision and conduct of the u n i t operations, 
i n c l u d i n g the s e l e c t i o n , removal or s u b s t i t u t i o n of an 
operator from among the working i n t e r e s t owners to conduct 
the u n i t operations; 

a p r o v i s i o n f o r a v o t i n g procedure for deciding matters by 
the working i n t e r e s t owners which states that each working 
i n t e r e s t owner s h a l l have a v o t i n g i n t e r e s t equal to i t s 
u n i t p a r t i c i p a t i o n ; and 

the time when the u n i t operation s h a l l commence and the 
manner i n which, and the circumstances under which, the 
operations s h a l l terminate and f o r the settlement of 
accounts upon such t e r m i n a t i o n ; 

anc, are therefore hereby adopted. 

(7) This order s h a l l become e f f e c t i v e at 7:00 o'clock 
a.m. on the f i r s t day of the month f o l l o w i n g the month i n which 
appropriate r a t i f i c a t i o n of the Canada O j i t o s Unit Agreement 
and Canada O j i t o s Unit Operating Agreement i s obtained pursuant 
to Section 70-7-8, N.M.S.A., 1978 Compilation. 

(8) I f the persons owning the required percentage of 
i n t e r e s t i n the u n i t area as set out i n Section 70-7-8, 
N.M.S.A., 1978 Compilation, do not approve the plan for u n i t 
operations w i t h i n a period of s i x months from the date of entry 
of t h i s order, t h i s order s h a l l cease to be of f u r t h e r force 
anc. e f f e c t and s h a l l be revoked by the Commission, unless the 
Commission s h a l l extend the time f o r r a t i f i c a t i o n f o r good 
cause shown. 

(9) When the persons owning the required percentage of 
i n t e r e s t i n the u n i t area have approved the plan f o r u n i t 
operations, the i n t e r e s t s of a l l persons i n the u n i t are 
u n i t i z e d whether or not such persons have approved the plan of 
u n i t i z a t i o n i n w r i t i n g . 

(10) J u r i s d i c t i o n of t h i s cause i s retained f o r the entry 
of such f u r t h e r orders as the Commission may deem necessary. 
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DONE at Santa Fe, New Mexico, on the day and year 
hereinabove designated. 

STATE OF NEW MEXICO 

R. L. STAMETS, Secretary and 
Chai rman 

S E A L 


