TATE CF NEW MEXIZO
AND NATURAL PESOURCES DEPARTMENT
A

NIERVATIOM DIVISICH

ENERZY, MINERALS
OIL ¢

M THE MATTER TF THE HZARING
JALLED BY THE OIL TCNSERVATION
DIVISION FOR THE FURPOSE OF
CONSIDEPING:

TASE NO. 9
ORDEP. NO. R-3
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APPLITATICN 2F MERIDIAN OIL, IMC.
rCcR COMPULSCRY POCLING, SAN JJAN
COUNTY, NEW MEXICO

OPDER OF THE DIVISION

2Y THE DIVISION:

This cause came on fcor hearing at 8:15 a.m. on November 22,
at Santa Fe, New Mexico, before Examiner Michael E.
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NCW, on this 28th day of December, 1982, the Division
nir=ctor, having considered the testimony, the record and the
ve~cmmendations of the Examiner, and being fully advised in the
premises,

FINDS THAT:

{1) Due public notice having been given ac required by law,
~lie Divisinon has Jjurisdiction of this cause and the subject
matt2r thereof.

(2) At the time <f the hearing this case was consclidated
with Case Nos. 9535, 9535, 9:538, 9539, 9540, 3541, 9542, 9545,
246 and 9547 for purposes o>f testimony.

(3) By Division Order Mo. R-8768, issued 1in Case No. 92420
and made effective November 1, 1988, the Basin-Fruitland Ccal
{3as) Pnol was created and special 1rules and regqulations wers
nremulgated including a prevision for 220-acre spacing and
nroration units.
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Case No. 9537
Order Nc. R-8818
Page lMo. 2

“4) The applicant. Meridia 0il. Inc.. s2eks  an order
poaling 21l mineril interests in the Basin-Fruitland C23l (3as)
25-1 un?erlying all of Trregular 2ection 9, Township 22 North,
Pamgas 10 Wast., NMPM, gan  Juan County, New Mexicos, forming 2
¢c-3ndard 224.06-acre gas spacing and preration unit  for saird
521, o ke dadicatad =c ifs Brown Well No. 100 to be drill=d 2zt
3 s=ardard ~cal gas well losatisn 1n Let 3 (Unit M} oI sa:id
SecTinon @

() Thera ar

§

e t cwners in the propesed preraticn
onit who have not acgre -

2l their interests.

(£) In anticipati-on <of 320-acre spacing 1in the Easin-
rruitland Coal  (Gas) Pcol the applicant proposed to said mineral
-nterests the establ:shment of the subject wunit pricr to the
issvanc2 ¢f said Order No. R-8768.

(7' Cn Nocvember 1, 1988, the applicant £filed this
application £or hearing with the 21l Ceonservation Division.

Although

: t appears to have been 1insufficient ¢t
en the date 2
n
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20-acre spacing was established and when *
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t propcsed

an lsory pooling) for all parties invcle
ch  a decisin
a

mpt
on voluntary agreement no interested rart
tad to this or any other issue 1in thlS
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'3} To aveid the drilling of unnecessary wells, to pretact
correlative rights, tc prevent waste and to afford to the owner
~2f each 1interest in said unit the opportunity to recovelr oOU
receive without unnecessary expense his just and fair share of
“he c¢oal gas 1in said pool, the sukject application should he
approved by pooling 3ll mineral interests, whatever they may be,
within said unit.

(10) The applicant should be designated the operatcr of the
subject well and unit.

(11) Any non-consenting working 1interest owner should be
afforded the opportunity to pay his share cf estimated well ccsts
to the operatoer in lieu 2f paying his share of reasonabls well
costs osut of product:ion.

) At the time »f the hearing the applicant raquested a
sent risk penalty be imposed on the cost of drilling said
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{13) Based <¢n the geonleogical evidence presented at -he
he23aring in this matter and on the reccerd in said Case No. 9429
(cf which administrative ncotice was take 3t the hear:ing), =he
prorcsed 200 percent risk penalty 1is scomewhat ewxcess:ve z=rni3
should shevefzore be reduczed to 156 percent.

{14) Any non-consenting work:ing interest owner who deoec nar
pay his chare of estimated well costs shculd have withheld from
production hrz  shars of reasonable well costs plus an additiocnal
1%¢ percant theresf 3as 3 reiasonable charge for the risk invelveld
in the drilling 2% the well

(1) Any naocon-consenting 1interest owner shenuld be afforded
the opportunity to object o5 the actual well costs but actual
well zests should be adopted as the reasonable well n=osts 1in the
absance 2f such chiaction.

(16} Following determination »>f reascnable well costs, any
non-censenting working interest owner whe has paid his share ~f
estimated costs <chould pay to the operater any am-unt <-hat
reasorable well <costs exceed estimated well cecsts and shonld
recelve from the operator any amcunt that paid estimated well
c0osts exceed reasonable well costs.

{17) $3500.00 per menth while drilling and $300.00 per month
while producing should be fixed as reasonable charges for
cupervisicn {combined fixed vrates); the operator =should te
authcl¢zed to withhold from production the proporticnate chare ~f
su<h upervision charges attributakle tc each non-consenting
working interest, and in addition thereto, the operator should ke
authorized to withhold from production the propert:ionate share of
actual expenditures required for cperating the subject well, nect
in excess of what are reasonable, attr:ibutable to each non-
consenting working interest.

(18) All 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 pro>f of
~wnership.

19) Upon the failure of the cperator of said pooled unit to
cemmence drilling of the well to which said unit is dedicated on
fore March 15, 1988, the order pooling said unit chould

£29) should all the parties to this force-ponling =
"olvn tary agreement subsequent to entry of this order, th:ics o
should thereafter be of nc further effect.
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{21y The -perator cof th2 well and unit sheuld notify <he
~-ve-tapr ~f *he Divicicn in writing cf the subsequent voluntary
agraement »f 1ll parties subject %o the forco-pooiing proviiidns
sf =lhiz cuder

IT S TUEPEFCRE CPDERED THAT:

©1y All mireral interaste, whatever they may ke, zre h
rcolsd in the Bacin-Truitland Coal (Gas) b~cl underlying =z
Ivrregilar Sec-zon 9, Tewnsalp 22 North, Pange 10 West, NMPM., Sap
Tuan County, Mew Mexico, forming a stardard 2324.C5-3acrs 7Jas
spa~ing and proration unit for said pocl, o he dedirated £ 1ts
Srawn Well No. 100 to be drilled at a standard ccal gas weall
locatien in Lot 2 (Unit M) of said Section 9.

tQVIDED HCWEVER THAT, the operator of said nnit shail
~ammence -ne drilling of said well on or befcre the 13th day cf
March. 1989, and shall thereafter continue the drilling of said
well with due Ailigence to a depth sufficient to test the ®asin-
Fruitland Ccal (Gas) Peel.

PROVIDED FURTHER THAT, in the event said operater does net
~opmence the dr.lling of said well on or before the 15th day f
March, 19¢9, oOrdering Paragraph Mo. (1) of this cordsr shall ke
null and Vﬁld and of no effect whatsoever, unless said operator
~nt3ins a time2 extension from the Division for good cause shown.

PPAYIDED FURTHER THAT, should said well not be drilled to
~ampleficn, cr abandonment, within 120 days after cocmmencteament
thereof, said operator shall appear before the Divisicn Dirertor
and show cause why Ordering Paragrarh No. 1)y of this ovrider
should not be rescinded.

({2) Meridian 0il, Inc. is hereby designated the operator -f
the subject well and unit.

(3) After the effective date of this crder and within 90
days prior to commencing said well, the cperator shall furnish
*he Divisien and each knewn werking interest owner in ha subj=ct
-t an itemized schedule of estimated well cests.

i4) within 20 days from the date the schadulz 2f estimated
well consts s furnished to him, any nen-consenting working
interest owner shall have the right to pay his share of estimated
wall ccsts *o the cperator in 1lieu of paying his shars of

reasonable well rosts out of production, and any such owner whe

pays nis share of estimated well <costs as provided above chall

remain liable for operating costs but shall not be liable for
isk charges.
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ﬂ era=ar shall &irnish "he DIVIsion and sach =nTwn
4 ~wmar an itemized sehedule oF actual well TI9US
3 o swing completion of the well: 1€ ne frjecTI
1 ~agts ig received by the Division 3l “he
’ s~tad within 43 days  followilna U=os <
4 crval well -3ste chall be the reaseonabid N
3 var, 1% theve ig 3n cbj=actiion e T CARE VU U .
: 4c-ds3y per=cd the Division will de=t2rmine
: ¢ atter punlic notice and h2aring
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AY  The pro ra“: share ~f U=a
1 +

well ~-s+%s attributable h
n-n-consenting warking inkerest
~wner who has noet paid his cshars 2f
sc-imatad well costs within 30 days
fFrom =he  dat2  the schedule of
agtimated well costs is furnished

(Pp) As a charsie £5yr  the risk invol--d

: in the drilling of the well, 155
percent of the [I2 rata share of
reasonahble well 7osts attributable
to each n-n--onsenting  working
“nterest nwner who has not paid his
cshare =f sctinated wnll Tosts
within 22 dayvs
sehedule cf estimatad well fosts i3
furnicsh=24 o him.

(51 The operator shall distribute said costs znd "harges
wi-hheld frcm producticn to +he parties who advanced th=2 well
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2+ month while drilling and $300.27 ner month
> hereby fixad as reaseonable  ctharges for
ed  f1:ed rares':; *he 2periator @ Ceveby
14 from proadiucticn tae preporticnats ghave of
harge: at+ributable to  eath noun-acngenting
4 11 2dditicn “here-n, the operator ig hereny
14 fr-m praduction the proportionate fhara of
required feor operating sucth well N7t o 1n
r2>  r2ascnabkle, attrikutible - 23~h on-
nterest.

©19) Any unleas2d mineral interest shall be comsidered a
cesen-e1ghths 17/8) werking 1interest and a cne-eighth 11/3)
rovalty interest for ths purpose c¢f allocating costs and charges
under the tarms cf this _rder.

(11) Any w21l «costs or charges which are to be naid out of
sroduct:ion shall ke withheld only frem  the working interest's
share of or-duction, and no costs or charges shall ke withheld
from lrdvct on attributable to royalty interests.

127 All procea=ds f-om production from the =subsect well
whi-l are not disbursed for any reason shall be placed in escrow
in San Juan County, HMNew Mexicc, to be paid t» *th2 true cwner
theracf upon demand and proof of ownership; the operator shell
rot1fy the Divis:ion c¢f the name and addr2ss cf said escrow ag=snt
w-thin 20 Aays from the date of first depcsit with said =scrow
zgent.

{17) should all the parties to this force-pooling roact
voluntary agreement subseguent to entry of this order, this order
shall thereafter be of no further effect.

—

(14) The operater of the well and unit chall nct ify the
Dirsctor of the Division 1in writing of the subsecquent voluntary
agreement of all part:ies subject to the force-ponling provisions
of this order.

risdiction of this cause is retained for th2 entry of

15
ir r ordars as the Division may deem necessary.
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