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MR. NUTTER: We'll call next Case Number
7231.

ER. PADILLA: Application of Caribou
Four Corners, Inc., for compulsory pooling, San Juan County,
New Mexico.

| MR. BUELL: Mr. Examiner, I'm Sumner .

Buell of the firm of Jasper and Buell, apéeariﬁg on behalf
of the applicant,

I have one witness and ask that he be

sworn.
(Witness sworn.)

DENNY G. FQUST
being called as a witness and being duly sworn upon his oath,

<

testified as follows, to-wit:

DIRECT EXAMINATION
BY MR. BUELL:
» 0 Would you stéte your name, please, and
spell it fori#he reporter?
A My name is Denny G. Foust, F-0-U-S-T.

Q Mr. Foust, by wﬁom are you employed and

in what capacity and where do you reside?
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drilling cost and a .cost of supervision.

A, I'm employed by Caribou Four Corners,
Inc., as a geclogist, and I reside in Bloomfield, New Mexico.
0 ﬁave you previously testified before this
Commission or one of its examiners and had your qualifications
accepted as a ~- as an expert?
A Yes, sir, I have.
0 And are you familiar with what is sought-
in this application of Number 72317
A ) Yes, sir.
‘MR. BUELL: BAre his gualifications
acceptable?
| MR. NUTTER: Yes, they are.
0 Would you brieflyAexplain what is
sought here?
A Caribou ¥éur Corners seeks to pool all
phe mineral interesté-under the south half of the southeast
quartér of Section 11, Township 29 Nerth, Range 15 West, San

Juan County, New Mexico, in the Mesaverde and Gallup forma--

Caribou further reguests to be desig-

nated operator and to be permitted to charge a reasonable

Any non-joining interest within this

ere well unit to be assessed a risk factor to be charged
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against their proportionate interest.

[ S Reférring you to what's been marked
for identification as Applicant Ekhibit Number One, would you
please explain what that is?

A, Okay. Exhibit Number One shows the
southeast quarter of Section 11, Township 29 North, Range 15
West.

The owners of the various acreage in
there are designated by color. Caribou Four Corners owns the
leases which are colored brown. El Pasc Natural Gas Products
Company has a half interest under 36 acres, for a net of 18

acres; the remaining half interest is leased to Caribou Four

Corners. And S & I 0Oil Company has a total of 14,25 net acres

under lease,

0 What efforts have you made to contact
both El Paso and S & I to have them join in this proration‘
unit?

A. Caribou has been negotiating with both
parties. We've been in contact with S & I concerning this
farmout since the latter part of December, 1980. There seems
to be a difficulty with some of the technical statements as
to who should possibly operate a well concerhing the farmout
on this acreage and some reciprocal farmouts from Caribou to

S & I, and they've been writing letters back and forth and we
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haven't been able to get a(decision.

0 Okay, and what has been your contact
with El Paso?

A With El Paso Natural Gas we've been in
contact with them since February of 1981, I've talked to
John Am (sic), the chief landman in Farmington on several

occasions, and we'hgve submitted our title work on this acreage

to El Paso and they seem to be in agreement with the title

work, and they have recommended from the land deparﬁment, the
geologic department, and the drilling department that they
join us, but further conversations witthr. Am have indicated
that we may not get a decision from the El Paso office until
the latter part of this year or the first part ofjhext year.

0 Incidentally, is the prbposéd Caribou
Four Corhners Kirtland No. 8 shown on this exhibit?

A, Yes, sir, it is shown and identified in

the southwest of the southeast of Section 11,

0. Is that that black dot?
A. Yes, sir, it is,
0. I rvefer you to what's been marked for

identification as Exhibit Number Two and would you explain
what that is?
A Exhibit Number Two is Caribou Four

Corners' estimated well cost. This is an AFE that's been

E N
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prépared under my supervision by personnel in our Billings
office. It's prepared from a compilation of previous well
éosts in the area and our current drilling contract and onx
current tubular goods cost.

0. This AFE is prepared anticipating a
single completion, is that correct, on the Gallup?

A Yes, This is prepared -- was prepared
for a single completion in the Gallup.

) ) Has this AFE ever been circulated to
El Paso or S & I?

A This AFE has been in El Paso's possessior
for well over a month. The second week of March it was pre-
sented to Mr. Am and he forwarded it to the drilling depart-

ment,

The AFE has not been submitted to S & I
oil Cbmbany"&ue to their indications Gf‘willingncsg to farm
out this acreage to this point.

0 In your opinion, Mr. Foust, would you
say -~ what would you say would be the risk involved in this?

A This well is a step out from the field
weils, the S & I Dorothy No. 1 Well, which is labeled on the
diagram number one in the northeast of the southeast of

Section 11 is the nearest producing well from the Cha Cha

Gallup Field. There's also a producing well just over a half
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mile to the souvtheast. This is a Caribou well, and there is
a dry hole, which was drilled back in the f60s, just over a
half a mile to the northwest.

So wé consider this to be a well of
some risk. If it is a successful well it will prove two ad-
ditional locations in Section 14 that we feel can be drilled
&et this year. |

Q. What, in your opinion; would be a
reasonable risk factor to be attached to the non-participating
interest owners, mineral interest owners that do nct join?

A ‘ Caribou Four Corners wouid 1ige to re-
ceive the maximum risk factor of recovery of the well costs
plus 200 percent.

Q o And do you have an estimate of the

supervision costs of this well, daily supervision -- monthly

‘supervision costs while the w&ll is drilling?

A Yes. Caribou would submit that a
$2000 per month fixed drilling cost would be a fair charge
and that a supervision charge of $200 per month for a producin
well, to be prorated on the various parties' intérest in this
well would be a fait charge.
| 0 Why is it necessary to go for this
forced pooling when you haven't finished negotiations with

either El1 Paso or S & I at this time?

7N\
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2 A We have both tubular goods and a arilling
3 | rig lined up to arill this well in June of 1981. Also. any

4 additional well in this area,&ill help us gain & gas hookup

§$ | from a ukility which has expressed recent interest in the

—& | area, SO that we can stop flaring gas, and also. there is the
1 distinct possibility that the s&l porothy NO. 1 would be

8 draining our well spacing anit.

9 ") 1s it your opinion then that the

10 kgranting of this,application would prevent waste and protect
11 | correlative rights?

1 A ves, Sir. 1 believe SO.

13 o vere Exhibits One and TwoO prepared by
14 you OY undexr your supervision?

15 A yes, sir, they were.

16 MR. BUELL: Mr . Examinerx 1'd move the

17 admission of Exhibits one and TWO.

L MR, NUTTER: caribou Exhibits oOne and

Two will be admitted in evideﬁce.

MR. BUELL: 1 have nothing furthey.

CROSS EXAMINATION

23 | py MR, NUTTER:

0. Now, Mr. rFoust, if 1 undefstand it, the

®

prown acreage on Exhibit One is8 100 percent caribou.
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A

Q

10
Right.

And the blue cross hatched is 50 percent

Caribou and 50 percent El Paso?

A

Yes. . It's 50 percent Caribou lease

and 1/2 of that acreage, 18 net acres, is owned by El Paso.

Q

A

acreage,

Q.
Paso will join in the

A

I see,
It is not a lease.

And then the green acreage is the S&T

Yes, sir.

Which contains 14 acres.

Yes, sir.

Okay. Now, you think eventually El
drilling of the well, is that it?

Yes, sir. The problem seems to be to

get a decision from their people. As Mr. Am explained it to

me, they just have so

many proposals before them that it's

like wherever yours is laying at the moment, if it's in the

pile, it will be gotten to.

0.

b4

And you don't think they're going to

get to it before June, at any rate?

A

That was his indication to me that we

would be probably not getting any kind of an answer until the

latter part of '8l or the first part of '82.

e
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Yes, sir,

And wouj-
80 acreg for that pool; however,

any Mesaverde Poo1 that hag this

A,
Cne

Q
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respectrto the Mesaverde,
. Has Mesaverde production been obtained
from other wells in this general area?

A There has been one Mesaverde completion
to the west of this location just over a mile and it was in
the early '60s and it was not'very‘lOng—lived, but our other
wells in the area indicate that there is in all probability
potential gas production in the Point Lookout member of the
Mesaverde, and we have cemented and run our casingwith this
in mind, preparing to eventually perforate these zones and
produce gas from them,

0 Well, to simplify things, would it be
better for any order emitting from this hearing to just relate
to thé Gallup formation and if you've got Mesaverde production
come back later and amend the order to inélude‘the'Mesaverde?

A Yes, sir, that would be fine.

) Because, see, we're going to get compli-
cated if we pool 40 acres for the Mesaverde and 80 acres for
the Gallup.

A I see what you're saying.

Q It's going to get complicated because
how are you going to apportion costs to S5&I, for example.

A, Yes, uh-huh.

Q Because they're not on the 40 acres wher?

M
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the well is.
A Right., Well, in this particular field
there is in the field rules, you're allowed up tO two Gallup

wells on an 80-acre spaCing.

0 Right, but you're not asking for a 40-
acre tract.

A No, sir,

0 To be pooled. fou're ésking for an 80-

acre, but for Mesaverde you would be limited to a 40-acre.
A, Okay.
d So I think if we omit the Mesaverdc from

any order it would simplify the order.

A That would be -- seem to be --

0 Write it to the Gallup formation,

A That would seem to be fine to me,

Q Because the primary target .is the Gallﬁp
A Yes, sir,

ol Okay. Now these costs, you state,’are

based on drilling costs that you had on some recent well or --

A, Yes, sir. They are based on a compila-
tion of the drilling costs on the Caribou Four Corners Kirt-
land No, 7, which is located in the northwest northwest of
Section 13.

Q Okay.
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’ 2 MR. NUTTER: We'll call next Case Numbex
3 | 7231,
4 : MR. PADILLA: Application of Caribou
5 | Pour Corners, Inc., for compulsory pooling, San Juan County,
6 | New Mexico. |
1 MR. BUELL: Mr. Examiner, I'm Sumner
8 | Buell of the firm of Jaspér and Buell, appearing on behalf
9 | of the applicant,
10 _ I have one witness and ask that he be
11 | sworn.
12
i} ] 13 (Witness sworn.)
- 14
13 DENNY G, FOUST
.16 | being called as a witness and being duly sworn upon his oath,
17 | testified as follows, to-wit:
18 | |
19 DIRECT EXAMINATION
20 | By MR. BUELL:
21 0. Would yocu state your name, please, and
22 | spell it for the reporter?
23 A My name is Denny G.  Foust, F-0-U~S-T.
4 Q M;. Foust, by whom are you employed and
- 25 | in what capacity and where do you reside?
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in this application of Number 72317

18 ‘quarter of Section 1ll, Township 29 North, Range 15 West, San

19

4

A I'm employed by Caribou Four Corners,
Inc., as a geologist, and I reside in Bloomfield, New Mexico.
0 Have you previously testified hefore thig

Cormission or one of its examiners and had your qualifications

accepted as a -~ &8 an expert?
A Yes, sir, I have.
o And are you famillar with what is sought’

A . . Yes, sir,
MR. BUELL: Are his qualifications
acceptable?
MR. NUTTER: Yes, they are.
Q " would you briefly explaiﬁ what is
gsought here?
A, Caribou Four Corners seeks to pool all

the mineral interests under the south half of the southeast

Juan County, New Mexico, in the Mesaverde and Gallup forma-
tions.

Caribou further requests to be desig-
nated operator and <o be permitted to charge a reasonable

drilling cost and a cost of supervision.'

Any non-joining interest within this

890-acre well unitrto be assessed a risk factor to be charged
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against their proportionate interest.

Q Referring you to what's been marked
for identification as Applicant Exhibit Number One, would you
please explain what that is?

A Okay. Exhibit Number One shows the
southeast guarter of Section 1), Township 29 North, Range 15
West.

The owners of the various acreage in

there are designated by color. Caribou Four Corners owns the

leases which are colored brown. El Paso Natural Gas Products

Company has a half interest under 36 acres, for a net of 18

acres; the remaining half interest is leased to Caribou Four
Corners, And S & I 0il Company has a total of 14.25 net acres
under lease,.

1] What efforts have you made to contact
both E1l Paso and S & I tb»have them join in this proration
unit?

A Caribou has been negotiating with both

parties. We've been in contact with S & I concerning this

farmout since the latter part of December,- 1980. There seems

to be a difficulty with some of the technical statements as

to who should possibly operate a well concerning the farmout
on this acreége and some reciprocal farmouts from Caribou to

8 & I, and they've been writing letters back and forth and we
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haven't been able to get a decision.
Q okéy, and what has been your contact
with El Paso?
A With El Paso Natural Gas we've been in

contact‘with them since February of 1981, I've talked to
John Am  (si¢), the chief landman in Farmington on several
occasions, and we have submitted our title work on this acreage
to E1 Paso and they seem to be in agreement with the title
work, and they have recommended from the land department, the
geologic department, and the drilling department that they -
join us, but further conversations with Mr. Am have indicated
that we may not get a decision from the El Paso office until
the latter part of this year or the first part of next year.

0 Incidentally, is the proposed Caribou
Pour Corners Kirtland No. 8 shown on this exhibit?

A Yes, sir, it is shown and identified in

the southwest of the southeast of Section 11.

Q Is that that black dot?
A Yes, sir, it isf
Q I refer you to what's been marked for

identification as Exhibit Number Two and would you explain
what that is?
A Exhibit Number Two is Caribou Four

Corners' estimated well cost. This is an AFE that's been




~X

21

- 22

" 2 8

7

prepared under my supervision by personnel in our Billings

office. 1It's prepared from a compilation of previous well
costs in the area and our current drilling contract and our
current tubular gcods cost.

0 This AFE is prepared anticipating a
single completion, is that correct, on the Gallup?

A Yes. This is prepared -- was prepared
for a single completion in the Gallup.

| 0 : Has this AFFE ever been circulated to

El Paso or § & I?

A This AFE has been in El Paso's possessiorn

for well over a month. The second week of March it was‘prea
sented to Mr. Am and he forwarded it to the drilling depart-

ment,

The AFE has not been submitted to S & I
0il Company due to their indications of willingness to farm
out this acreage to this point.

Q In your opinion, Mr. Foust, would you

say --. what would you say would be thé risk involved in this?
A This well is a step out from the field

wells, the S & I Dorothy Nq.kl Well, which is labeled on the
diagfam number one in the northeast of the southeast of
Section 11 is the nearest producing well from the Cha Cha

Gallup Field. There's also a producing well just over a half
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mile to the southeasct, mhig is a Cariboy well, and there is
a dry hole, which wag drilled back in the '603,” just over a

half a miie to the northwest,

reasonable risk factor to be attached ¢o the nonmparticipating

o And do you have an estimate of the

Q Why is it ecessary o go for thig
forced pPooiing when You haven't finished Negotiations with

either g1 Paso or g & I at thig time?

L TL A TEYYR. .2 8
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A Ve have both tubular goods and a drilling
rig lined up to drill this well in June of 1981, Aléo,,any
additional well in this area will help us gain a gas hookup
from a‘utility which has‘expressed recent interest in the.
argej §o that we can stop flaring gaé, and‘also, there is the
distinct possibllity that the S&I Dorothy No, 1 woﬁld be
draining our well spacing unit,
| Q Is it your opinion then that the
granting of this application would prevent waste and protect
correlative rights?
A Yes, sir, I believe so.
Q Were Exhibits One and Two prepared by
you or under your supervision?
A Yes, sir, they were.
MR. BUELL: Mr. Examiner, I'd move the
admission of Exhibits One and Two.
MR. NUTTER: Caribou Exhibits One and
Two will be admitted in evidence. .

MR. BUELL: I have nothing further.

CROSS EXAMINATION

BY MR. NUTTER:

"y Now, Mr. Poust, if I understand it, the

brown acreage on Exhibit One is 100 percent Caribou. ]

ras



v
ot
‘_",,,'.r*‘""’/
e

ot
o




o

-~ A W &

-

10
n
12

& R

11
Q Now, the symbol given here on Exhibit
One for the Kirtland No. 8, the same as for the Dorothy No. 1,
is a black dot, which indicates a producing oil well. 1Is this

well completed and producing?

A No, sir, it is not,

Q. - It's not even a location, or it's just
a location.

A Ig's just staked.

0 . So we really ought to have a little open

circle there for it, I presume.
A Yes, sir.
Q As a location. Now the application and

also the advertisement of the case was to pool all mineral

the east half of the southwest ~~ or the south half of the
goutheast of Section 11. Now, I realize that this 80-acre
tract is within one mile of the Cha Cha Gallup Pool, which I
believe is an 80-acre pool. |

A Yes, sir.

1} And would justify the pooling on ~- of
80 acres for that pool; however, is it within one mile of
any Mesaverde Pool that has this 80-acre spacing?

A Not to my knowledge,

Q So we could only pool 40 acres with

LY
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respect to the Mesaverie.
Has Mesaverde production been obtained
from other wells in this general area?

A. There has been one Mesaverde completion
to the west of this location just over a mile and it was in
the early '€0s and it was not very long-lived, but our other
wells in the area indicate that there is in all probability
potential gas production in the Point Lookout member of the
Mesaverde, and we have cemented and run our casing wdth this
in mind, preparing to eventually perforate these zones and
prodizzce gas from them,

0 "Well, to simplify things, would it be
better for any order emitting from thisfhearihg to just relate
to the Gallup formation and if you've gét“Mésaverde production
come back later and amend the order to include the Mesaverde?

A : Yes, sir, that wdﬁid-be fine.

0 Because, see, we're going to get comﬁli—
cated if we pool 40 acores for the Mesaverde and 80 acres for
the Gallup. |

X I see what you're saying.

0 It's going to get complicated because
how are you going to apportion costs to s&I, for example.

A. ées, uh-huh.

Q Because they're not on the 40 acres wher
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the Qell is,
A Right. Well, in this particular field
there is in the field rules, you're allowed up to two Gallup

wells on an 80-acre spaCing.

@ ~ Right, but you're not asking for a 40~
acre tract.

A No, sir.

o To be pooled. You're asking for an 80-

acre, but for Mesaverde you would be limited to a 40-~acre.
A . Okay.
Q So I think if we omit the Meaaverde from

any order it would simplify the order,

A That would be -- seem to be -~

Q‘ _ Write it to the Gallup foémation.

A ” That would seen to be’fine to me.

0 Because the primary target is the Gallt‘:lpw
A Yes, sir.

Q . Okay. Now these costs, you state, are

based on drilling costs that you had on some recent well or --
A Yes, sir. They are based on a compila-
tion of the drilling costs on the Caribou Four Corners Kirt-

land No. 7, which is located in the northwest northwest of

Section 13.

Q Okay.

E N
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A And also we've added in a cost for 1lift
equipment, which we haven't found necessary to place on that
well at this time.
MR. NUTTER: Are there any further
question 8 of Mr., Foust? lle may be exoused.
Do you have anything further, Mr. Buell?
MR. BUELL: UNo, sir,
MR. NUTTER: Does anyone have anything
they wish to offer in Case Numbexr 72317

We'll take the case under advisement.

(Hearing concluded.)
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tion Division was reported by me; that the said transcript

is a full, true, and correct record of the hearing, pr:e;:ea:r:ec}l

by me to the best of my ab:ility.

| 5&&.\\\)5 -_%o“és cse

ing Is
| do hereby ceriify that ﬂ’!" foreg?mgQ s
a complete regord of the pt‘o:eeqlng‘; ’
e i i £ (Caso HO.
the Examiner iicaring o) (,;\ie 5 &8 { -
heard by meon____ ¥ 2 8]
, Examiner
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STATE OF NEW MEXICO

ENERGY and MINERALS DEPARTMENT

Ol CONSERVATION DIVISION

. ".‘ '_

BRUCE KING : POST OFFICE BOX 2088
: GOVERNOR . STATE LAND OFFICE BUILDING
i ; ‘ SANTA FE, NEW MEXICO 87501
T s LARS?CT;G';E,EOE . Mq y 1 ’ 198 1 {505) 827-2434
‘ _
.
S - ’ 723
; P Mr. Sumner Buell ' Re: Sﬁgggwgé E-667§
¥ ! Jasper & Buell *
¥ Attorneys at Law
! : Post Office Box 1626 Avplicant :
; - Sante Fe, New Mexico pplicant:
é Caribou Four Corners,.lnc..

Enclosed herewith aré two copies of the above-referenced
Division order recently entered in the subject ‘case.

&
“JOE D, RAMEY

;)/ Director

JDR/fd

Copy of order also sent to:
Hobbs OCD___

" Artesia OCD X

Aztec OCD X

Other
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' STATE OF NEW MEXICO
ﬂ ENERGY AND MINERALS DEPARTMENT
i NIl CONSERVATION DIVISION
|

IN THE MATTER OF THE HEARING
CALLED BY THE OIl. CONSERVATION
IVISIGN FOR THE PURPOSE OF
ONSIDERINGl

N

oo s 3o,

CASE NO. 7231
Ordexr No. R-667)

PPLICATION OF CARIBOU FOUR CORNERS,
NC. FOR COMPULSORY POOLING, SAN JUAN
OUNTY, NEW MEXICG.

ORDER OF THE DIVISION

Y THE DIVISION:

M

-

This cause came on for hearing at 9 a.m. on April 22,°1981,
t Santa Fe, Naw Mexico, before Examiner Daniel S. Nutter.

NOW, on this day of April, 1981, the Division
irector, having consisnrsd the testimony, the record, and the
ecommandations of the Examinar, and being fully sdvised in the
remises,

FINDS:
(1) That due public notice having besen givon as rasquired

law, the Division has Jurisdiotion of this c:zuse and the
act matter thereof.

-
T
S H

B A o e

(2) That the applicant, Caribou Four Cornehs, Ine., seeks
kn order pooling all mineral interests in the Gellup formation
nderlying the S/2 SE/4 of Section 11, Township 29 North, Rangs
15 West, NMPM, Cha Cha~Gallup 041 Pool, San Juan County, New
Mexico,

(3) TYhat the spplicant has the right to drill and proposes
o drill a well at a standard location therson.

unit who have not agresd to pool thair intereata.

(5) That to avoid the drilling of unnecessary wells, to

‘brotect correlative rights, and to afford to the owner of each

intersst in sald unit the cpportunity to recover or receives
ithout unnecessary expsnss hies just and fair share of the oil

and gss in seid pool, the subject applicetion should be approved

h pooling all mineral interesta, whatever they may be, within
aid unit.

s\

{4) That there arc‘inturoct ouneré in the propessd provation
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i
(6) That the applicant should be designated the operator
f the subject wsell and unit.

(7) That any non-consentirg working interest owner should
® afforded the opportunity to pay his share of eatimated wall

r--o&«.:.illo_._’ e

*;uusu to the opsrator in lieu of paying his ahare of reasonable

ell coats out of production.

! (8) That any non-cansenting working interest owner wha
Hoes not pay his share of ssatimated well costs should have
pithheld from production his share of the reasonable well coats
blus an additional 200 percent thereof as a reasonable charge
For the risk involved in the drilling of the well,

v9) That any non-conasnting intorest owner should be
fforded the opportunity to object %o the mctual well costs but
hat actual well costs should bs adopted ax the rsasonable well
posts in the absence of such objection.

:§ (18) That following determination of reasonable well costs,
‘any non-consenting working interest owner who has paid his

hare of estimeted costs should pay to the operator any amount
hat reasonable well costs exceed sstimated well costs and
Ehould receive from the operator any amount that peid eatimated
h ell costs excesd reasonable well costs.

! (11) That $2000.00 per month while driliing and $200 00 per
anth while producing should bs fixed as reasonable charges for
upervision (combined fixed rates); that ths operator should be
puthorized to withhold from production the proportionate share

orking intereat, and in addition thereto, the operator should

e authorized to withhold from production the proporticnate
share of sctual expenditures required for operating the subject
uall, nat in excess of what are reasonabls, attributeble to each

on-consenting working interest. . : :

(12) That all proceads from praoduction from thes subject
Lell which are not disbursed for any resson should be placed
én escrow to be paid to the true owner thereof upon demand and

roaf of ownership. : _

i (13) That upon the failure of the uperator of said pooled
unit to commencs drilling of the well to which said unit is
dodicatesd on or bsfore July 1, 1981, the order pooling aaid
unit should bacome nuli and void and of no effact whatsoever.

EF such supervision charges attributable to sach non-consenting
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IT IS THEREFORE ORDEREO:

j {1) That all mineral interests, whatsver they may be,

in the Callup formation underlying the 8/2 SE/4 of Section 11,
Fownsnlp 29 North, Range 15 West, NMPM, Cha Cha~Gallup 04l Pool,
San Juan County, New Mexico, are hersby pooled to form a standard
~80-acre spacing and proration unit to be dedicated to a well to-
bo drilled at a atandard locetion thereon.

:i PROVIDED HOWEVER, that the operator of said unit shall
lpamaence the drilling of said well an or befors the first day
of July, 1981, and shall thereafter continue the drilling of
sald well with dus diligence to a depth sufficient ta test the
Gallup formation.

PROVIDED FURTHER, that in the event said operator does not
commence the drilling of sasld well on or before the firat dav of
July, 1981, Order (1) of this order shall be null and void and
of no effect whatsoever, unless said operator obtains a time
extension from the Divisgion for good cause shown.

e A e s e

PROVIDED FURTHER, that should said well not be drilled to
completion, or abandonment, within 120 days after commencement
thereof, said operator ahall appsar before the Divieion Director
and show causs why Order (1) of this order should not be reacinded.

(2) That Caribou Four Corners, Inc. is hereby designated
the operator of ths subject well and unit. i

(3) That after the effective dats of this order and within
90 days prior to commencing said well, the operator shall furnish
the Division and sach known working intersst owner in ths subjsct
unit an itemized schedule of estimated well costs,

(4) TYhat within 30 days from the date the achedule of
satimated well costs is furnished to him, any non-consenting
working interest ownsr shall have the right to pay his shars i
of eatimated well coats to the operator in lieu of paying his
share of resasonsble well coats out af praduction, and that any
such ownsr who paya his share of sstimated well costs as pro-
vided abovs ahall remain liable far operating couts but shall
not be liable for risk charges.

(5) That ths operator shall. furnish the Division and each
known working interest owner an itemized schedule of actual well
costs within 90 days following completion of the wellj that if
no ohjection to ths actual well costs ia received b{ the Division
and the Diviaion has not objscted within 33 days following receipt
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i

- bf eaaid schedule, the actual well costs shall be the reasonable
n itell costs; provided however, that if there is an objection to
gctual well coats within said 45-~day period the Diviaion will
etermine reasonable well coeta after public notice and hearing.

i (6) That within 60 days following determination of reason-

T ble well costs, any non-consenting working interest cwner who
o as paid his share of estimated coats in advance as provided :
oy hbove shall pay to the operator his pro rata shars aof the amount .
. that reasonable well costs exceed estimated well coats and shall |
N receive from the opsrator hias pro rata share of the amount that ;

sgtimated well costs exceed reasonable well costs.

i (7) That the operator is hereby authorized to withhold |
'&he following costs and charges from productions
!
| (A) The pro rata share of reasonable well costs |
attributable to each non-consenting working
j interest owner who has not paid his gharse of
! estimated well costs within 30 days from the
! date the scheduls cf estimated well costs is
furnished to him,

s ‘ (B) As a chargs for the risk involved in the

: drilling of the well, 200 percent of the pro
rata share af n‘mnnnnl\in wall noats gbipibki ybakla
to sach non~coneent1ng working interoat oWner {
who has not paid his share of satimated well
costs within 30 days from the date the schedule
of estimated well costs is furnished to him.

(8) Thet the operator shall distribute said costs and
charges withheld from production to the partiss who advanced
the well costs.

(9) That $2000.00 per month while drilling and $200.00
per month whiles producing are hsrehy fixed as reasonable charges
for supervision (combined fixed rates); that the operator is
ihersby authorized to withhold from production the proportionate
'lshare of such supsrvision charges attributabls te each non- :
nconsenting working interest, and i{n addition thereto, ths operator:
is hereby authorized to withhold from production the proportionate
ahare of actual expenditures required for operating such well,
not in exceas of what are ressonable, attributable to sach non-
i;consenting working interest.

‘ (10) TYhat any unsevered mineral interest shall be considered
a seven-eightha (7/8) working interast and a one-eighth (1/8)

¢
k]
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tayalty interest for the purpose of allocating costs and charges
,nder the terms of this order.

3 (11) That any well costs or charges which are to be paid
but of production shall be withheld only from the working
iinterests share of production, and no costs or charges shall

re Withheld from production attributable to royalty interests.

i
g (12) That all procesds from production from ths subject
well which are not disbursed for any reason shall 1mmed1atelz
e placed in escrow in San Juan County, New Mexico, to be paid
o the true owner thersof upcn doemard and proof of ownership;
hat the operatur shall notify the Division of the name and
ddress of sald escrow agent within 30 days from the date of

firat deposit with said escrow agent.

% © (13) That jurisdiction of this cauae is ratained for the
pntr) of such further orders as ths Division may daem necesaary.

; DONE at Santa Fe, New Mexico, on the day and year herein-
fpbovo deaignated.

STATE OF NEW MEXXCO
. CIVISION -

Lfd/
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Docket No. 14-81

Dockets Nos, 15-81 and 16-81 are tentatively set for May 6 and 20, 1981, Applications for hearing must be
filed at least 22 days in advance of hearing date.

9 A.M. - OIL CONSERVATION DIVISION CONFERENCE ROOM,
STATE LAND OfFICE BUILDING, SANTA FE, NEW MEXICO

The following cases will be heard before Daniel S. Nutter, Examiner, or Richard L. Starets, Alternate Examiner:

CASE 7220: Application of McClellan 0il Corporation for a unit agreewent, Chaves County, New Mexico.
Applicant; in the above-styled cause, seeks approval for the Connor Unit Area, comprising 5,120 acres,
wore or less, of State and Federal-lands in Tosmship 13 South, Range 29 East.

CASE 7221: Appiication of Maddox Energy Corporation for a unit agreement, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the Flower Draw Unit Area, comprising 3,760
acres, more or less, of State lands in Townships 25 and 26 South, Range 28 East,

CASE 7222: Application of GMW 0il Company for a unit“agkeemént, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the Starman Unit Area, comprising 2,803 acres,

more or less, of State, Federal, and fee lands in Township 26 South, Range 35 East.

CASE 7211: (Continued from April 8, 1381, Examiner Hearing)

Application of Gulf 0il Corporation for a unit agreement, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the North Rock Lake State Unit Area, compris-
ing 2,880 acres, more or less, of State Iand in Township 22 South, Range 35 East.

CASE 7223: Application of Sun 0il Company for a . dual completion and simultaneous dedication; Lea County, Ne

Hexico. Applicant, in the above-~styled cause, seeks approval for the dual compietion of a well
drilled in Unit M of Section 1, Township 22 South, Range 37 East, to produce oil from the Wantz~
Granite Wash Pool and gas from the Tubb formation and to simultaneously dedicate the SW/4 of said Sec-

tion 1 to said well and to its Lynch Christwas Com Well No. 4 in Unit L.

CASE 7224: Application of 5§ & I 0il Company for compulsory pooling, San Juan County, New Mexico.

Applicant, in the above-styled cause, seeks an order pooling all mineral interests in all formations
underlying €he SW/4 SW/4 of Section 2, Township 29 North, Range 15 West, to be dedicated to a well to
be drilled at a standard location thereon. Also to ba considered will be the cost of drilling and
completing said well and the allocation of the cost thereof as well as actual operating costs and
charges for supervision, designation of applicant as operator of the well, and 2 charge for risk in~
volved in drilling said well.

CASE 7225: ~ Application of Knox Industries, Inc. for an unorthodox gas well location, Lea County, New Mexico.

" Applicant, in the above-styled cause, seeks approval for the unorthodox Morrow location of its Maddox
Well No. I to be drilled 1380 feet from the South line and 660 feet from the West line of Section 12,
Township 23 South, Range 34 East, Northeast Antelope Ridge Field, the S/2 of said Section 12 to be
dedicated to the well. - .

CASE 7226: Application of Enserch Exploration, Inc. for salt water disposal, Roosevelt County, New Mexico.
Applicant, in the above-styled cause, seeks authoricy to dispose of produced salt water into the Mon-
toya formation in the interval from 7902 feet to 7930 feet in its Rader Well No. 2 in Unit E of Section
32, Township 5 South, Range 33 East.

CASE 7227: Application of Alpha Twenty~One Production Company for an unorthodox gas well location and a non-

standard proration unit, Lea County, New Mexico, Applicant, in the above-styled cause, seeks approval
of a 120-acre non-standard proration unit comprising the E/2 SW/4 and SW/4 SE/4 of Section 21, Town-
ship 21 South, Range 37 East, Hare-Sun Andres Gas Pool, to be dedicatéd to its Lansford Well No. 1 at
an unorthodcx location 660 feet from the South line and 1650 feet from the West line of said Section

21.

CASE 7228: Application of Yates Petroleum Corporation for an unorthodox gas well location and simultaneous dedi-

cation, Eddy County, New Mexico. Applicant, in the above=-styled causz, seeks approval for the unorthodox
Wolfcamp-Pennsylvanian location of its Rio Penasco "KD" Well No. 3 to be drilled 990 feet from the

North line and 660 feet from the East line of Section 11, Township 19 South, Range 25 East, the N/2 of
said Section 11 to be dedicated to said well and to applicant’s Rio Penasco "MF" Federal Well No. 1
located in Unit F.
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CASE 7230:

_

_-CASE 7231:

CASE 7232:

| CASE 7233:

CASE 72354:

Docket No, 14-81

Application of Yates Petroleum Corporation for an unorthodox gas well location, Eddy County, New
Mexico. Applicant, in the above-styled rause, seeks approval for the unorthodox Morrow-Pennsylvanian
location of its Sharp "QS" Com. Well No. 1 to bs drilled 660 feet from the South and East lines of
Section 4, Township 17 South, Range 26 East, the 5/2 of e2id Scctivcii & to be dedicated to the well.

{Continued from March 11, 1981, Examiner Hearing)

Application of Harvey E. Yates Company for compulsory pooling, Eddy County, New Mexico.

Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the Morrow
formation underlying the E/2 of Section 13, Tcwnship 17 South, Range 28 East, to be dedicated to
a-well to be drilled at a standard location thereon. Also to be cousidered will be the cost of
drilling and completing said well and the allocation of the cost thereof as well as actual cperating
costs and charges for supervision, designation of applicant as operator of the well, and a charge
for risk involved in drilling said well.

Application of Caribou Four Corners, Inc. for compulsory pooling, San Juan County, New Mexico.
Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the Mesaverde
and Gallup formations underlying the $/2 $W/4 of Section 7, Township 29 North, Range 14 HWest, to be
dedicated to a well to be drilled at a standard location thereon. Also to be considered will be the
cost of drilling and completing said well and the allocation of the cost thereof as well as actual
operating costs and charges for eupervigion, desigrnation of applicant as operator of the well, and a
charge for risk involved in driiling said well,

Application of Caribou Four Corners, Inc. for compulsory pooling, San Juan County, New Mexico.
Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the Mesaverde
and Gallup formations underlying the Sf2 SE/4 of Section 11, Township 29 North, Range 15 West, to be
dedicated to a well to be drilled at a standard location thereon. Alsc to be considered will be the
cost of 3riiling and completing said well and the allocation of the cost thereof as well as actual
operating costs and charges for supervision, designation of applicant as operator of the well, and a
charge for risk involved in drilling said well.

Application of Caribou Four Corners, Inc. for compulsory pooling, San Juan County, New Mexico.
Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the Mesaverde
and Gallup formations underlying the E/2 SW/4 of Section 12, Township 29 North, Range 15 West, to be
dedicated to a well to be drilled at a standard location thereon. Also to be considered will be the
cost of drilling and completing said well and the allocation of the cost thereof as well as actual
operating costs and charges for supervision, designation of applicant as operator of the well, and a
charge for risk involved in drilling said well.

Application of Bass Enterprises Froductiga Co. for directional drilling, Lea County, New Mexico.
Applicant, in the above~styled cause, seeks authority to directionally drill its Montieth Well No. 3,
the surface location of which is 2130 feet from the South line and 1980 feet from the East line of
Section 13, Township 16 South, Range 36 East, Northeast Lovington-Pennsylvanian Pool, and drill said
well in an easterly direction to boitom it not closer than 510 feet to the outer boundary of the
dedicated unit, being the N/2 SE/4 of said Secticn 13.

Application of Getty 0il Company for a dual compleriom, Rio Arriba County, New Mexico.

Applicant, in the above-styled cause, seeks approval for the dual completion of its Farming E Well
No. 1-E located 'in Unit I of Saction 2, Towmship 24 North, Range 6 West, to produce oil from the
Gallup formation thru the casing—tubing amsulus and gas from the Dakota formation thru tubing.
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COST ESTIMATE & AUTHORITY FOR EAPENDITURE
, DATE: March 2. 1981
ease & Wel! No.: kirtland H8 Field or Area: cha Cha ;
ocation: SkSEY% -~ Section 11 - T. 29 N,, R. 15 W
aunty: San Juan State NM Projected TD 4700
aud Date Requirement: .
lassiflcations Exploratory ( ) Development (X J 0it (X Gas ()
ustiflcation:  sStep out from producing well
ESTIMATED GROSS COST )
WNG IBLE LEASE & WELL EQUIP, Orilling Completion Total Remarks
Surface Casing 2 . 2.345 & b 3,345
Intermediate Casing’ )
Proguction Casing 20,430 20,430
Tubing 13,214 13,214
Wel lhead Equip. 5,000 5,000
Artificial Lift Equip. 30,000 30,000
Flow Line '__ 1,200 - 1,200
Process & Sterage Equip. 13,500 13,500
Power Supply Equipment 3,000 3,000
Packers, ‘Anchors, Misc. 8,000 8,000 Inc. fence
Total Lease & Well Equip.. b 3,145 594,344 3 97,489
TANGIBLES
(a) Footage 4,350 )
Ft. @ _16.16 80, 296 80,296
(b) Daywork WX using cable
Day @ toole 10,500 10,500
{c) Daywork W88k logging ]
Day @ 5. 500" 5..500 5,500 11,000
(d) Service Rig 18,000 18,000
(e) Fuel & Water 3,000 2,000 5,000
(f) Mud & Chemicals 17,000 17,000
{a) Supervision 1,500 2,700 4,200
(b) Geol. and/or Anal, 2,750 2,750
(c) pogging 9,000 2,000 11,000
{d) Driil Stem Tests -
{e) Coring Equipment
(a) Cement & Service 2,600 10,000 12,600
{b) Floating Equipment 100 2,500 2,600
{c) Welding : 500 500 1,000
{a) Perforating 3.000 3,000
(b) Fracturing & Service 25.000. 25000
(c) Acidizing & Service see above
(a) Location & Roads 10,000 13,500 23.500
(b) Transp. & Freight
“{c) Roustabout Labor 2,900 7.375 _10.275
(a) Bits & Rental Tools 700 1,700 2.400
(b) Miscellaneous 2,000 4,000 6,000
Total Intangibles b 148346l 97.775 15 246 121
TOTAL 5 151,493 1B 192,119 5 343,610
RETURN ONE SIGNED COPY TO GARIBQU
APPROVALS
- ' Date: . - ~
:pared by: WP {

Land Records &
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CASENO. 123 ]

EXHIBIT NO.  /

SE/4 SECTION 11, T. 29 N., R. 15 W.

CARIBOU FOUR CORNERS, INC.
47.75 net acres leased

S AND I O1IL CO.

14.25 net acres leased

EL PASO NATURAL GAS PRODUCTS COMPANY

18 net acres owned

S AND I
DOROTHY NO. 1
]

7231 : (E
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COST ESTIMATE & AUTHORITY FOR E/VELND UTURE

OA;"E‘_Marcb 22,1981
case & Well Nou: wjry1and HR Field or Area:__Cha Cha ‘
Jcation: SkSE% - Section 11 -~ T, 29 N., R. 15 W
uniy: San Juan State NM Projecied TD 4700
yud Date Raquirement: ;
tassitlcation: Exploratory () Deveilopment (X }  Oil (X Gas {( )
tstiflcation: _ sStep out from producing well

; ‘ ESTIMATED_GROSS COST ,
‘NG IBLE LEASE & VWELL EQUIP, Drilling ; Compietion Total Remarks
Surface Casing . 5 3,145 I L 3,145
Intermediate Casing- ’
: Production Casing 20,430 20,430
i Tubing 13,214 13,214
: Wel lhedd Equip. 5. 0006 5,000
Artificial Lift Equip. 30,000 30,000
Flow Line 1,200 1,200
Process & Storage Equip. 13,500 13,500
Power Supply Equipment 3,000 3,000
Packers, Anchors, Misc. ‘ 8,000 8,090 Inc. fence_:
Total Lease & Well Equip. b 3,145 b 94,344 % 97,489
. S )
mGiBEs
. {a) Footage 4,350 ' ,
4 Fi. @ 16.16 80,296 80 296
P (b) Daywork ¥&X using cable
Lk Day & toole 10,500 10,500 }
g (c) Daywork ¥88f% logginy .
: Day @___ s _500° 5.500 5,500 11,000
: (d) Service Rig . 18,000 18,000
; (e) Fucl & Water - 3,000 2,000 5,000
: (f) Mud & Chemicals 17,000 17,000
: (a) Supervision 1,500 2,700 4,200
(b) Geol. and/or Anal. 2,750 2,750
(¢) pogging 9,000 2,000 11,000
{(d) oriit Stem Tests
(e) Coring Equipment
= (a) Cement & Service 2,600 10, GO0 12,600
(b) Fioating Equipment 100 2,500 2,600
( ) WQ[ding 500 500 1,000
: {a) Perforating R 3.000 3.00C ,
i (b) Fracturing & Service 25,000 25.000 ;
: (c} Acldizing & Service sea.ahove |
: . ‘ v ' !
{a) Location & Roads 10,000 12,500 23.500 ‘
! {b) Transp. & Freight :
: {c) Roustabout Labor 2,900 1,375 10,275
{2) Bits & Rental Tools 700 1,700 2,400
g (b) Miscellaneous 2,000 4,000 6,000
| 7oial iIntangibles 5 148,346k 97.7175 5246 121
TOTAL ; © B 151,491 15 192,119 B 343 610 ;

RETURN ONE SiGHED COPY- TO CAR}BOU

\ APPROVALS
2 v L Date: N
LD g iR i oS, ‘1

. PRI X G adgCr c 4" . 2
Land Records & Accountinag r b'+

tpared by:

<
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AR 2 31981

BEFORE THE OIL CONSERVATION DIVISION
OF THE

NEW MEXICO ENERGY AND MINERALS DEPARTMENT

IN THE MATTER OF THE APPLICATION OF

CARIBOU FOUR CORNERS, INC. FOR

COMPULSORY POOLING, SAN JUAN COUNTY,

NEW MEXICO. No. 22731

APPLICATION

Comes now Caribou Four Corners, Inc., by its atrorneys, Jasper and

Buell and applies to the 01l Conservation Division of the New Mexico
Energy and Minerals Department for an order pooling all the mineral
interests in the Mesa Verde and Gallup formations beneath the South
one-half of the Southeast one-quafter of Section 11, Township Twenty-Nine
North, Range Fifteen West (S 1/2 SE 1/4, Sec. 11, T.29N., R.154.) N.M.P.M.,
San Juan County, New Mexico, and in support of this application states:

1. Applicant proposes to be the operator of and is an
interested pafty in the mineral interests under the above described
lands within the intervals designated.

2. Applicant proposes to drilil its Caribou Four Corners
Kirtland No. 8 well on the above described lands to test the above
désignated foundations for fhe production of o0il, gas and other hydro-
carbons at a standard location.

3. Applicant has attempted to obtain the participation of
é;l remaining working interest owners in the above described lands and
intervals in thé'drilling of the proposed well, but has not been successful.

4. Appiicant is entitled tc a reasonable allocation of costs

in the drilling of the well and a reasonable charge for the supervision

of drilling and operating the well.




5. Applicant is entitled to be designated the operator of

Sufiner G. Buell -7
Attorneys for Applicant
Post Office Box 1626

Santa Fe, New Mexico 87501

the well.
; 6. Applicant asks ;hatﬂit be awarded a three hundred percent
% (300%) risk factor to be charged non-participating interest owners.
g 7. Other mineral interest owners that may have an interest
; in this application include:
g S & I 011 Co.
; 413 West Main _
§ Farmington, New Mexico:
; 8. The granting of this application will prevent waste and
g protect correlative rights.
» ; 9. This application may be heard by the 0il Conservation
_é g Division or one of its designated examiners.
§ : JASPER and BUELL
é By C) Lom i %izc‘f L.
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BEFORE ‘TT1E OTL CONSERVATION DIVISTON
OF Tt
NEW MEXICO ENERGY AND MINERALS DEPARTMEMT

IN THE MATTER OF THE APPLICATION OF
CARIBOU FOUR CORNERS, INC. FOR
COMPULSORY POOLING, SAN JUAN COUNTY, )
NEW MEXICO. ‘ No. P2 T

APPLICATION

Comes now Caribou Four Corners, Inc., by its atrorneys, Jasper and

* Buell and applies to the 0il Conservation Division of the New Mexico

Energy and Minerals Department for an order pooling all the mineral

interests in the Meésa Verde and CGallup formations beneath the South

one~half of the Southeast one-quarter of Section 11, Township Twenty-Nine
North, Range Fifteen West (S 1/2 SE 1/4, Sec. 11, T.29N., RflSW.)“N:M.P.M.,
San Juan County, New Mexico, and in support of this appliéation states:

1. Applicant proposes to be the operator of(énd is an
interested party in the mineral intercsts under the above described
lands within the intervals designated.

2. Applicant proposes to drill its Caribou Four Corners
Kirtland No. 8 well on the ahove described lands to test the above
designated foundations for the production ot 0il, gas and other hydro-
carbons at a standard location.

3. Applicant has attempted to obtain the participation of
all remaining working intevest owners in the above described lands and
intervals in the drilling of the proposed well, but has not been successful.

4. Applicant is entitled to a reasonable ailocation of costs

in the drilling of the well and a reasonable charge for the supervision

of drilling and operating the well.



z
£
X

AN R0 P A

P

S
i
B
¥

AT e N

5. Applicant is entitled to be designated the operator of
the well. |

6. Applicant asks that it be awarded a three hundred percent
(300%) risk factor to be charged non-participating interest owners.

7. Other mineral interest owners that may have an interest
in this application include: |

'S & I 0il Co.

413 West Main

Farmington, New Mexico

8. The granting of this application will prevent waste and
protect correlative rights.

9. This application may be heard by the 0il Conservation

Division or one of its designated examiners.

JASPER and BUELL

////
By

Su.ner G. Buell
Attorneys for Applicant
Post Office Box 1626

Santa Fe, New Mexico 87501




BEFORE THE OIL CONSERVATION DLIVISION
OF- THI,

NEW MEXICO ENERGY AND MINERALS DEPARTMENT

IN THE MATTER OF THE APPLICATICN OF

CARIBOU FOUR CORNERS, INC. FOR

COMPULSORY POOLING, SAN JUAN COUNTY,

NEW MEXICG. No. - 22 3!

v

APPLICATION

Comes now Caribou Four Corners, Inc., by its atrorneys, Jasper and

Buell ahd applies to the 0il Conservation Division of the New Mexico
Energy and Minetals Department for an order pooling all the mineral
interests in thé Mesa Verde and Gallup formations beneath the South
one-half of the Southeast one~quarter of Section 11, Township Twenty-Nine
North, Range Fifteen West (S 1/2 SE 1/4, Sec. 11, T.29N., R.15W.) N.M.P.M.,
San Juan County, New Mexico, and in supporf of this application states:

i. Applicant proposes to‘be the operator of and is an
interested party in the mineral interests under the above described
lands within the intervals designated.

2. Applicant proposes to drill its Caribou Four Corners
Kirtlahd No. 8 well on the above described lands to test the above
designated fOundatiOns for the production of 0il, gas and other hydro-
carbons at a standard location.

3. Applicarnt has attempted to obtain the participation of
all remaining working interest owners in the above described lands and
intervals in the drilling of the proposed well, but has not been successful.

4., Applicant is entitled to a reasonable allocation of costs
in;the drilling of the well and a reasonable charge for the supervision

of drilling and opevating the well.




5. Applicant is entitled to Le designated the operator of
the well.
6. Applicant asks that it be awarded a three hundred percent

(300%) risk factor to be charged non-participating interest owners.

7. Other mineral interest owners that may have an interest
in this application include:
S & 1 0il Co. -
413 West Main
Farmington, New Mexico
'8. The granting of this application will prevent waste and
protect correlative rights.

9. This application may be heard by the 0il Coanservation

Division or onec of its designated examiners,

JASPER and BUELL

By _

umner G. Buell
Attorneys for Applicant
Post Office Box 1626

Santa Fe, New Mexico 87501
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL COMNSERVATION .
DIVISION FOR THE PURPOSE OF
CONSIDERING:

CASE NO. 7231

Oorder No. R- {e Q7 3

APPLICATION OF CARIBOU FOUR CORNERS,
INC. FOR COMPULSORY POOLING, SAN JUAN

COUNTY, NEW MEXICO. 4<%/21

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 9 a.m, on April 22 ’

19 81 , at Santa Fe, New Mexico, pefore Examiner Daniel S. Nutter |

NOW, on this day of _Agril , 1981 , the pivision

pirector, having considered the testimony, the record, and the

recommendations of the Examiner, and being fully advised in the

pramiges,.

"

INDS:
SESA—

(1) That due public notice having been given as required by .

law, the Division has jurisdiction of this cause and the subject

(2) That the applicant, Caribou Four Corners, Inc. .

- geeks an order pooling all mineral interests inthe oniiasio—ars

. Gallup formatione underlying the _5/2 SE/4

" of Section 11 , Township 29 North , Range 15 West - '

h NMPM, d‘ @&“-%gg!!fo;ﬂ,?‘: San Juan County, New 3

Mexico.
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Order No. R~

(3) That the applicant has the right to drill and proposes

-to drill a well at a standard location thereon .

(4) That there are interest owners in the proposed proration
unit who have not agreed to pool their interests.

(5) That to avoid the drilling of uﬁhedesséry wells, to
protect correlative rights, and to afford to the owner of each
interest in said unit ‘the opportunity to recover or receiVe‘zd'

‘ »
without unnecessary expense his just and fair share of the gas

in said pool, the subject application should be approved b;'
pooling all mineral interests, whatevef‘thqrmay be, within said
unit. ‘

(6) That the applicant should be designated the operator
of the subject well and unit, |

(7) That any non~-consenting working interest owner should

* be afforded the opportunity to pay his share of estimated well

! costs to the operator in lieu of paying his share of reasonable

i well costs out of preduction.

(8) That ahy non-consenting working interest owner who

" does not pay his share of estimated well costs should have

Withheld.from production his share of the:reasonable well costs"

plus an additional 2o percent thereof as a reasonable charae

‘. for the risk involved in the drilling of the well.

{(9) ‘That any non-consenting interest owner should be
afforded the opportunity to object to the actual well costs but
that actual well costs should be adopted as the reasonable well
costs in the absence of such objection.

(10) That following determination of reasonable well costs,
any non-consenting working interest owner who has paid his
share of estimated costs should pay to the operator any amﬁunt
that reasonable well costs exceed estimated well costs and
should receive from the‘opefator any amount that:Faid estimated

well costs exceed reasonable well costs.




(11) That $ Za00.09 per month while drilling and

$_200,00 per month while producing should be fixed as reason-

able charges for supervision (combined fixed rates); that the
operator should be authorized to withhold from production the
proportionate share of such supervision charges attributable to

~ each non~-consenting working interest, and in addition thereto,

- the operaibr should be authorized to withhold from production the
proportionate share of actual expenditures required for operating

' ;he subject well, not in excess of what are reasonable, attributable

~ to each non-~consenting working interest.

(12) That 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 thereof upon demand and

{proof of ownership.
(13) That upon the failure of the operator of said pooled
-unit to commence drilling of the well to which said unit is

dedicated on or before Ju,&, {. /93/ , the order
L 4 L

'poqling said unit should become null and void and of no effect i

-whatsoever. o

IT IS THEREFORE ORDERED:

i
|
, {
{1) That all mineral interests, whatever they may be, :
!

 in the Heearemdemend Gallup formationfunderlying the 5/2 5E/4

_of Section _11  rounship 29 North papge 15 West

;NMPM, Qlob%b h“‘-ﬂ ﬂ‘l;“l ,5an Juan eounty, New Mexico,

iare hereby pooled to form a standard EQD - acre ee€ spacing

’

and proration unit to be dedlcated to a well to be drilled

at a standard location thereon,

PROVIDED HOWEVER, that the operator of said unit shall

~ |
‘commence the drilling of said well on or before the ‘zrsf 31137 day of ;
1__{}‘411 , 1981 , and shall thereafter continue the drilling
of said well with due diligence to a depth suff1c1ent to test the

‘Jhuunmrréo-nd Gallup formation$

ﬁ PROVIDED FURTHER, that in the event said operator does not

“commence the drilling of said well on or before the ‘.ﬁf day of
. 1981 , Order (1) of this order shall be null

lan§ void and of no effect whatsoever, unless said opérator obtains
f

.a time extension from the . pivision for good cause shown.




PROVIDED FURTHER, that should said well not be drilled to

completion, or abandonment, within 120 days after commencement

thereof, said operator shall appear before the Division Director and

~ show cause why Order (1) of this order should not be rescinded.

(2) That Caribou Four Corners, Inc. is hereby deéignated

the operator of the subject well and unit.

(3) That after the effective date of this order and within

the Division and each known working interest owner in the subject
unit an itemized schedule of estimated well costs. E

{(4) That within 30 days from the date the schedule of

- estimated well costs is furnished to him, any non-consenting

| working interest owner shall have the right to pay his share

' of estimated well costs to the operator in lieu of paying his

share of reasonable well costs out of production, and that any

such owner who pays his share of estimated well costs as pro-

‘,vided above shall remain liable for operating costs but shall

not be liable for risk charges.
(5) That the operator shall furnish the Division and each

" known working interest owner an itemized schedule of actual well

" no objection to the actual well costs is received by the Division |

- of said schedule, the actual well costs shall be the reasonable

costs wifhin 90 days following completion of the well; that if

H

and the Division has not objected within 45 days_following receipti

f;well costs; provided however, that if there is an objection to o

" actual well costs within said 45-day period the Division will o

determine reasonable vwell costs after public notice and hearing.

4

i
s

o

(6) That within 60 days following determination of reason-
able well costs, any non-consenting working interest owner who

has paid his share of estimated costs in advance as provided
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reasonable charges for supervision (combined fixed rates); that thé
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Order No. R-

above shall pay to the operator his pro rata share of the amount
that reasonable well costs exceed‘estimated well costs and shall
receive from the operator his pro rata share of the amount that
estimated well costs exceed reasonable well costs.

(7) That the operator is hereby authorized to withhold
the following costs and charges from production:

{A} The pro rata share of reasonable well costs
attributable to each non-consenting working
interest owner who has not paid his share of
estimated well costs within 30 days from the
date the schedule of estimated well costs is
furnished to him.

(B) As a charge for the risk involved in the

drilling of the well, 2pp Ppercent of the pro rata

share of reasonable well costs attributable
to each non-coﬁsenting working interest
owner who has not paid his share of estimated g
well costs within 30 days from the date the
schedule of estimated well costs is furnished
to him.
(8) That the operator shall distribute said costs and
charges withheld from production to the parties who advanced

the well costs.
(9) That $_RQepo.a@ ver month while drilling and

$ gm,m per month while producing are hereby fixed as

s

operator is hereby authorized to withhold from production the

proportionéte share of such supervision charges attributable to

——ara

{

each non-consgnting working interest, and in addition thereto, the

y

'proportionate share of actual expenditures required:for operating

.

'
Wt
i
o

i

operator is hereby authorized to withhold from production the

such well, not in excess of what are reasonable, attributable to

. ~each non-consenting working interest.

R
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b {10) That any unsevered mineral interest shall be consideréd
a seven-eighths (7/8) working interest and a one-eighth (1/8)
royalty interest for the purpose of allocating costs énd charges

i under the terms of this order. | 1
E (11) That any well costs or‘charges’which are to be paid
out of production'éhall be withheld only from the working
interest5 share of production, and no costs or charges shall

' be withheld from production attributable to roYalty interests.
(12) That all proceeds from production from the subject

' well which are not disbursed for any reason shall immediately

f
i
I be placed in escrow in San Juan County, New Mexico, to be
:
!
f

paid to the true owner thereof upon demand and proof of ownershlp,

i1 that the operator shall notify the Division of the name and

i address of said escrow agent within 30 days from the date of

. first deposit with said escrow agent. | §
{13) That jurisdiction of this cause is retained for the ;

entry of such further orders as fhe Division may‘déem necessary. |

i DONE at Santa Fe, New Mexico, on the day and year herein-

above designated.




