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STATE OF NEW MEXICO
ENERGY AND MINKRALS DEPARTMENT
OIL. CONSERVATICON DIVISION

IN THE MATTER OF THE HEARING
CATI.ED EY THE OIL CONSERVATION
DIVISICN FOR THE PURPCSE COF
CONSIDEFRING:

CAEE NC. 7393
Order No. R-€835

APPI.TCATICN OF URIAH EXPIORATION
INCORPOFATED FOR COMPULSORY POOLING,
FDRYY COUNTY, NEW MEXICO.

ORDFER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at ¢ &.m. on GCctober 21,
1981, &t Santa Fe, New DMexice, before Fxamirer Richard T.
Stamets,

NGOW, on this 24th day of November, 1681, the Civision
Director, having considered the testimony, the record, and the
recormendations of the Exeminer, and beirg fullyv advised in the
premises,

FINDS:

(1) That due public notice having heen given as required
bv law, the Division has jurisdiction of this cause and the
subiect matter thereof.

{2) That the applicant, Uriah Exploration Tnccrporated,
ceeks an order poecling all mineral interests in the Cisco,
Caryer and Morrow formations underlying the W/2 of Section 13,
Township 22 South, Range 24 East, NMFM, McKittrick Hills Field,
Eddy County, New Mexico.

{3) That the NW/4 of said Secticn 13 is &lsc the subject
of & competing application, Case No. 94, wherein Supron
Frergy Corporation seeks an unorthodox nsylvanian gas well
lccation and the dedicaticon of the N/2 of said section theretc.
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(4) That in each case, the primary target is the
McKittrick Hills-Upper Pennsylvanian Gas Fool.

{5) That the best available cgeclcgic data presented at
the hearirg demonstrated that the Upper Pennsylvanian reservoir
urderlays essentislly all of the W/2 of said Section 13 but
extends only to a very minor degree into the NE/4.



(6) That approval of the Uriah Fxpleration Incorporated
application in Case No. 7393 for compulscrv pooling will more
rearly permit the dedication of productive acrezge to the well
tc be drilled and more closely permit the cwners of reserves
thereunder to recover their respective shares, thereof, than
approval of the competing application, thereby protecting
correlative rights.

(7) That the application in Case No. 7393 chcould be
approved.

(8) That the application in Case Nc. 73%4 csheuld be
denied.

(9) That the applicant hes the richt +tc¢ drill andé
preposes to drill e well at a standard location thereon..

(10) That there are interest owrers ir the proposed
proyaticn unit who have not agreed tc pool their interests.

(11) That to avoid the drilling of unrecessary wells, to
protect correlative rights, and to afford tc the owner of each
interest in said unit the opportunity to recover or receive
without unnecessary expense his just and fair share of the gas
ir said pocl, the subject application should be approved by
pooling &l1] mineral interests, whatever they mey be, within
said unit.

(12) Thet the applicant should be designated the operator
of the subject well ané unit.

{13} That any non-consenting working interest owner should
be afforded the opportunity to pay his chere of estimated well
cests to the operator in lieu of paying his share of reasonable
well costs out of production.

(14) That any non-consenting working interest owner who
does nct pay his share of estimated well ccsts should heve
withheld from production his share of the reascnable well costs
plus an edditional 150 percent therecf as & reasconable charge
for the risk involved in the drilling of the well.

{15) That any non-consenting interest owner shcould be
afforded the opportunity to object tc the actual well costs but
that actual well costs should be adcopted as the reasonable well
costs in the absence of such objection.

(16) That feollowing determination of reasonable well
costs, any non-consenting working interest owner who has psid
his share of estimated costs should pay tco the operatcr any
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emcunt that reasonable well costs exceed estimeted well costs
anéd sheoulé receive from the operater anv amount that paid
estirmated well costs exceed reascnable well ceosts.

(17) That $2920.00 per month while c¢rilling and $420.00
per month while producing should be fixed as reascnable charges
for supervision (combined fixed r&ates); that the operator
shoulé be authorized to withhold {from production the
proporticnate share of such supervision cherges attributable to
each non-consenting working interest, and in addition thereto,
the operator should be authorized to withhold from producticon
the proportionate share of actuel expenditures recquired for
cperating the subject well, not in excess of what are
reascrnable, attributable to - each ner-consenting working
interest.,

{(18) That all proceeds from production frem the subject
vell which are not disbursed for any reasor should be placed in
escrow to be paid to the true owner thereof upoen demand and
proof of cwnership.

(1) That upon the failure f the operator of said pooled
unit to commence drilling of the well tc which said unit i
dedicated on or before March 1, 1982, the crder pooling said
unit should become null and veoid ard of no effect whatsoever.

m

TT TS THEREFORE ORDERED:

(1) That all mineral interests, whatever they may be, in
the Cisco, Canyon and Morrow formatiors urcderlying the W/2 of
Section 13, Township 22 South, Range 24 Fast, MNMPM, McKittrick
Fills Field, Eddy County, New Mexico, are hereby pooled to form
a stardard 320-acre gas spacirg and preoration unit to be
dedicated to a well to be drilled at a standard location
thereon.

PRCVIDED HOWEVER, that the operator of said unit shall
conmence the drilling of said well on or before the lst day of
March, 1987, and shall thereafter continue the drilling of said
well with due diligence to a depth sufficiert to test the Upper
Perrsylvanian and/or Morrow formation;

PROVIDED FURTHER, that in the event said operator does nct
commence the drilling of said well on or hefore the lst day of
March, 1982, Order (1) of this order shall ke null ard void and
of no effect whatsoever, unless said cperatcr obteins a time

extension from the Division for good cause showrn.

PRCVIDED FURTHER, that should said well not be drilled to

completion, or abandorment, within 120 deys aftexr commencement
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thereof,
Cirector an
be rescinded.

id operator shall appear bhefore the Division
S

s
d show cause why Orcder (1) of this order should not

(2) That Uriah Exploration JIncorporated is hereby
grated the operator of the subject well and urit.
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(3) That after the effective date of this order and
within S0 days prior to commencing said well, the operator
shall furrnish the Division and each known working interest
cowner in the subject unit ar itemized schedule c¢f estimated
well costs

(4) That within 30 days from the date the schedule of
estimated well costs is furnished toc him, enrny ncon-consentinrg
werking interest owner shall have the right to pesy his share of
ectimated well costs to the operator in lieu of payving his
share of reasonable well costs out of production, and that any
such owrer whe pays his share of estimated well costs as
proevided abeve shall remein Jiable for operating costs but
shall rnot be liable for risk charges.

(5) That the operator shall furnish the Division ané each
knowr workirg interest owner ar itemized schedule of actual
well coste within 90 days followirg completion of the well;
that if rno cbjection to the actual well costs is received by
the Division and the Division has not objected within 45 days
following receipt of said schedule, the actual well costs shall
be the reasonable well costs; provided however, that if there
is an objection to actuvual well costs within said 45-day period
the Division will determine reasonable well costs after public
rotice and hearing.

(6) That within 60 days followirg Cdetermination of
reasonable well costs, any nor-consenting working interest
owner who has paid his share of estimated ccsts in advance as
provideé¢ above shall pay to the operator his pro rate share of
the amount that reasonable well costs exceed estimated well
costs ard shall receive from the operator his pro rate share cf
the amount that estimated well costs exceed reasonable well
coste.,

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

(r) The pro rata share of reasoreble well
costs attributable to each norn-consenting
working interest owner who has not paid
his share of estimatedé well costs within
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30 days from the date the schedule of
estimated well costs is furnished to him.

{R) BAs a charge for the risk invcived in the
drilling of the well, 1506 percent of the
pro rata share of reasonable well costs
attributable to each ron-consenting
working interest owner whe has not paid
his share of estimated well costs within
30 days from the date the schedule of
estimated well costes is furnished to him.

{8) That the operator shall distribute =said costs and
charges withbheld from production tc the parties who advanced
the well costs.

(9) That $2920.00 per month while drilling and $420.00
per month while producing are hereby fixed &s reasonable
charaes for supervision (combined fixed rates); that the
operator is hereby authorized to withhold from production
the proportionste share of such supervisicon charges
attributable to each non-consenting workince irterest, and in
adcdition thereto, the operator is hereby authorized to
withhold from production the proportionate shere of actual
expenditures required for operating such well, not in excess
cf what are reasorable, attributable to each nen-consgenting
wocrking interest.,

(1c) Thet any unsevered minersl interest shall be
considered a seven—eighths (7/8) working interest and &
one-eighth (1/8) royalty interest for the purpose of
allccatirg costs ard charges under the terms of this order.

(11) That any well costs cr charges which are to be
paid out of production eshall be withheld only from the
working interest's share of production, &nda no costs or
charges shall be withheld from productior ettributable to

royalty interests.

(12) Thet all proceeds from production from the subject
well which are not disbursed for any reascn shall
immediztelv be placed in escrow in Fddy Ccocunty, New Mexico,
tc be paid to the true owner thereof upon demand and proof
of ownership; that the operator shall notify the Division of
the name and address of said escrow agent within 30 days
frem the date of first depcsit with said escrow agent.

(13) That jurisdiction of this cause is retasined for
the entry of such further orders as the Divisicn may deem
necessary.
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DONE at Santa Fe,
hereinabove designated.
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