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IN Tﬂl MATTSR OF THE HEARING »\,L’
cALLSD BY THE OIL CONSERVATION ! :
DIVISION FOR THE JURPOSE OF i
CONSJIDERING!

CASE NO, 9780
‘ ORDER NO. R=9014
APPLICATION OF MERIDIAN OIL, IKC,
FOR GOMPULSORY POOLING, SAN JUAN
COUNTY, NEW MEXICO. -

QRDER OF THE DIVIAION

g —

| This cause came on for hearing at $118 a.m, on September
6, 1989 and on Ootober 4, 1989, at Santa Te, New Mexico,
boroFo Exeminer Michael E. gtogner.

' NOW, on this T day of October, 1989, the Division |

pirector, having oons ered the testimony, the yecord and the
recomnsndations of the Examiner, and being fully advieed in
the premises,

EXND8 THAZ!

b
!

(1Y) pue public notice hnvin? baen given as required by

on of this cause and the
subject matter thereof.

~ {2) At the geptenber 6, 1989 hearing, Division Case Nos.
9744, 9745, 9746 and 9750 were consolidated for the purpose
of ?ostimony.

-~ (3) The applicant, Meridaien oi}, 1Ins. (Meridian)
originally ‘sought the compulsory poollng of all mintrai
{nterests in the pasin-rruitland coal Gam Pool underlying Lots
1 and 3, the BE/4 NE/4 and the z/2 3B/4 of Bection 8 and the

lawi the Division hae Jurisdiot

gw/4¢ of gection 9, both in Township 33 North, Range 6 West,
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NMPM, fan Juan County, Ne¥ Mexico, forming 8 nonestandard
317.51racre gas spaclng and prorvation unit for said pool, to
pa—dedicated to its Allison Unit Com Well No., 135 to be
drilled at 2 gtandard coal ¢as well location {n the 8W/& of
sajd section 9.

(%) Richmenad petroleun INC. (Riohmond) appeared at the
geptenber €, 1989 hearing in oppolitien te the Meridian
appligation and sought in pivision Case Ne. 0746 %o
comguloory- ol the pasin-Fruitiand coal Gas Pool interests
he 8/32 of said Section 9 and in original case No, 9745 to
ompuloory-zool the Busin-rruitland coal Gas Pool {nterests
the N/2 equivalent of sald Section 9. and finally

sion Case NO. 9744 sought ¥o oompulaory-pool the Basine
fruitlsnd coal Gae poel {nterests in the W/3 squivalent of
gection 10, Township 32 North, Range & West, NMPM, San Juan

§5) subseguent to the septenber 6, 1999 nearing of these
neolidated sases, Neridian oil, Ino. has amended its
spplication in the {mnediate case and now @esks an ordar
peoling all pineral interaests in the Basin-Fruitland Coal Gas
Pool, underlying Lots 3 and 4, the 8/3 ¥W/4, and the 8W/4 (w/2

eqpivhxont) of gection 9. Township 32 North, Range ¢ west,
NMPM, San Juan County. New Mexico, gorming & standard 378.2~

acre ¢as spacing apd proration unit gfor said pool, snd
Richmond has alemjissed its lppxtoutton in Cuse NO. 9746 and
in Case No. 9748 has amended its applicatien to ohange the
acreage to be goolod in the Batin-rrultland Coal gas pool teo

the £/2 equlivs ent of sald gection 9.

T(c As a result of the refersnced amended and disnissed
appl ica {ons and the stlpulatlon of Meyialan and pichmond,
each conpany has withdrawn their respactive ohjections to the
uppl#cat&on of each other, a# amended.

7) The applicant has the right to dsziil and proposes

|
to dfill a well at 8 gtandayd coal guas vell location 900 feob
gyom the gouth line and 1450 geet from the West line (unit N)

of lkld gection 9.
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unit whé have not agresa to pool their interests.
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(8) There are Lnterest ownars in the proposed proration .

(9) Te avoid the drilling of unnecessary wells, to -

proteot‘oorrolatlv. rights, to prevent waste and to agford to
the owner of each interest {n said unit the apaortunity to
recover or receive without unnecessary expense his Just and
falr share of the ¢oal ga# in sald pool, the supject anended
application should be approved b{ pooling all minerzal
1ntoreu$-, vhatever they may be, wit {n sald unie.

(16) The applicant should be designated the operator of
the subject vell and unit.

(11) Any non-consanting working {nterest owner uﬁould be

aftorded the opportunity to pa his share of estimated well
costs to the operator in 1lisu of paying his share of
:easonapla vell costs out of production.

(lh) The applicant has proposed a 200 percent risk

penalty be aseessed against those {nterest owners subject te
the force-pooling provisions of this order, and in suppovt
thereoq présented evidence and testimony at the hearing,

(fﬁ) Based on precedent established in compulsory poolling |

cases in the Basin-Fruitland Coal Gas Peol, the proposed 200
percent risk penalty 18 sxcessive and should theszefore be

reduced to 136 peroent,
!

(14) Any non-oonsenting working intersst owner who does

from f:oduction his share of veasonable well costs plus an
addit{onal 186 percent thereof as a reasonable charge for the
risk iqvolvod {n the drilling of the well.

(15) An{ non-consenting intersst owner should be afforded
the opportunity to object to the actual well costs but agtual
well costs should be adopted as the veasonable well costs in
the absence of such objection. |

not pay his share of estinmated well costs should have withheld
o
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(16) Following determination of reasonable well costs,
any noneconsenting working tnterast owner who has pald his

|8 sessenense e 10/10-89 16130 P, 04
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ghare of estimated costs should psy to the operatoy any amount

that reasonable wall costs exces estimatsd well coats and
should 'receive from the operator any amount that paid
estimated wall costs excesd reasonable well costs.

(17) $3500.00 per sonth while drilling and $380.00 per
month while producing should be fixed as reasonable charyes
for ougbtvisxon (combinea fixed rates)! the operator should
be authorized to withhold from preduction the proportionate
share of such supervision charges attributapble to each noh-
sonsenting working interest, and in asddition thereto, the
operater should be authorised to withhold from production tha
proportionata share of acgtual expenditures raquired for

operating the subject well, net in excess of what are
veagonable, attributable to each nonesonsenting working

incores[.

(1%) All prooceeds fronm production fronm the subject well
wvhich ara not disbursed for any reason should be placed in
egorov to be paid to the true owner thereof upon demand and

proof of ownership.

(19) Upon the failure of the operatoy of sald oolad unit
te comhence drilling of the well to which said unit is
dedicated on or before Jahuary 1, 1990, the order pooling said
unit should become null and vold and of no further effect
uhntsoﬁvoz.

(20) Should all the parties to this force-pooling reach
voluntary agreement subssquent to entry of this order, this
order 1hou1d thersafter be of no further effect.

(21) The operator of the vell and unit should notlty the
Director of tha Diviston in writing of the wsubsequent
voluntary agreement of all parties subject to the force-
pooling provisions of this ordex.
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(1) All mineral interests, whatever they may.be, in the
pasin-rriitland coal Gad pool, underlying lots J and 4, the
8/2 NW/4/ and the gu/4 (W/3 equivalent) of gection 9, Township
32 North, Range 6 Yest, NMPH, gan Juan county, New Mexico, &re
nereby pooled to form & standard 370.3-8Cre gas spacing and
proration unit for said pool, sald unit to ba dedicated to &
vell to be drilled at s standard coal zfn well lecatien $00
feet from the South line and 1490 feet from the West 1ine

, the opexater of gald unit shall
commence the drilling of said vell on or before the lst day
of January, 1950, ah shall thareafter continue the drillin

of said well with due diligence to & depth sufticlent to tes
the Bau*n-i:ultlunﬁ Cosl Gas Pool.

gggu;n;n,gngzuzatmngz, {n the evant said operatoy does
not commence the drilling of said well on or before the 1st
day Of January, 1990, Decretory paragraph No. (1) of this

order shall be pull and veid and of ho effesct whatsosver,
unless said operator obtains a time sxtension from the
oivisior for good cause shown. -

gxgg;nin_:unznnn_:nax. should said well not be drilled
to ocompletion, eor abandonment, within 120 days after
cormencement thereof, said operator shall appear before the

pivision Direotor and show Jaude why Decretory Paragraph No.
(3) of fhil order should not be rescinded.

(:E) Mo‘ridil.n 011, Ine. is heredy designated the operator
of thoilubjeet vell and unit.

(3) After the effective date of this order and within
90 days prlog to copmenoing said well, the operater shall
furnish the Divieion and eac known working interest owner in
the lquoct.unit an itemized schedule of estimated well costs.

(4) Within 30 days from the date the schedule of
estimated vell costs 18 gurnished to hinm, an non-eonsenting
working interest owner shall nhave the right to pay his share

of est ated well costd to the operator in l1ieu of paying hie

!
|
I
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share df reasonakble well costs out of production, and any such

owner who pays his share of estimatsd well costs as previded
above shall remain liable for operating costs but shall net
be liakle for risk charges.

(3) The operator shall tfurnish the Division and eaoh
known workln? {nterest owner an ltemised scheduls of actual
woll costs within 90 days follewing completion of the wells
it no gbjoction to the actual well costs is received by the
Division and the Division has not objected within 48 days
following receipt of said schedule, the actual well costs
shall He the reasonable well costs; previded hovever, if there
i{s an objection to actual well costs within said 45-day period
the Division will deternmine reasonable vell costs atter public
notice and hearing. ‘

(é) within 60 daye following determination ¢ reasonable ﬂ

well casts, any non-consenting working interest owner who has
paid his share of estimated costs in advance as provided above
shall pay to the oparator his pro rata shste of the amount

that reesonable wall costs exceed estimated well costs and

shall receive from the operator his pro rata share of the
amount if.hat estimated well costs exoeed reasonable well costs.

H) The operator is hereby asuthorised to withhold the
!cnowi’nq costs and charges from productioent

(A) The pro rata share of reasonadbla
well costs attributable to sach
noh~consenting working interest
owner vho has not paid his share
of sstimated well costs within
30 days ¢fron the date the
schedule of estinated well costs
is furnished to him; anad

() As & ocharge for the xisk
involved in the drilling of the
well, 156 percent of the pro
rata share of resasonable well
costs attributable €0 each non-

|
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withheld fros producbion

3 oose-.k

operating such vell,
to each

[ ttibptablo

(10) A

. sovoh-oigglh
{nterest
unde¥

zoyalty
chargas

(11) Any well coste or ch
production ah:ll

of

{nterest’'s phare
be witpheld fron p

(12) All
. AKe not
escrov in san Juan county,

n
‘notify the
' nt within 30 days g¢ron the

ozo
?al esorov ygont.

{13) Should all
agreement subsequent to
thereafter

epcrovw

voluntary
order shall

unleased mineral {nterest
s (7/9) working interest

the

proceeds

is gurniehed tO him.

non-conlcntinq wvorking interest.

shall be
and
oy the

EP:poun °
tornms of

his order.

be the

z“”rroduction,
uction attributable

withheld only

fron ptoduotion
disbursed for any veasen
Naw Mexico,
nd and preof of ownership? the
pivieion of the nane and

be of no gurther sffact.

torce-pooling ¢
of this order, thi

r

is heredy

87

The operator shall distribute sald costs and charqes
to the parties who sdvaneed the well

vhile drilling and $3%0.00 par'
are hereby gixed 88 reascnable charges
n (oonbined gixed vates)) the oparator

to vithhold from production the proportlonato ghare
to each non=

working interest, and in addaition thereto, the
hereby authoriszed to vithhold frem production the
of actual expenditures required for
not in excess of what are yeasonable,

considered
a one-aighth {1/8)
¢ allocating copts and

are to be paid out

working |
and no costs or charges shal
to royalty interests.

in

ach

~,.080
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Director| of the pivision
voluntary agreement of sl
pooling provisions of this

(18) Jurisaioction of th
of such Furthor orders as the D

DONE at Banta Fe, New Mexico,

ve designated.
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(14) The operator of the well arld unit shall notity the
in writing of the subseguent

1 parties subject to the force-

order.

STATE OF NEW MEXICO

WILLIAM J. LEMA
Directo?

OIL CONSERVATION D

IGION

is cause is retained for the entry
{vision may deem necesSSAary.

on the day and year

P e ke Ll ol




