
STATE OF NEW MEXICO
ENERGY AND M] N}:RA],S I)P:PAP.~ ~!}:~0’

OIL CONSERVATION DIV]S]C’b

IN T}{E Y, iAg’q’F,P OF THE HEARING
CZI.].ED BY T}iE OII, CONSERVATION
DIDiSIOb }’OR THE PURPOSE OF
CONS I D}!R ]}.IG ¯

CASE NO. 7393
Order No. R-6835

APP].TCATIOhl OF URIAH EXPI.OPahTION
INCORPORATED FOR CO~IPULSORY POOI~ING,
EDDY COUNTY, NEW MEXICO.

ORDF, R OF THE DIVISIOn’

BY THE DIVISION:

Tbis cause came or~ for hearing at 9 a.m. on October 2],
]98], at Santa Fe, New MezJc¢., before.. E~amJp~r Richard L.
Statue% s.

NOW, on tbis 24th day of November, 198], the Division
Director, having considered the testimony, the record, and the
recommendations of the Ezaminer, and being fully advised jm the
premises,

FINDS :

(I) That due public notice b.aving been given as xequired
by law, the Division has .urlsoJction of this cause and the.
subject n,attex thereof.

(2) That the applicant, Uriah Exploration Incorporated,
~.~ ,c~_ko<. an order poo]_ing a]] mJnere, l interests in the Cisco,
Canyor~ an(] Morrow formations underlying the W/2 of Section ]3,
Township 22 South, Range 24 East, NMPM, McKittrick Hills Fie]c],
Eddy County, New Mexico.

(3) That the NW/4 of said Section 33 J s s]so %be subjecI
of a competing application, Case No. 7394, wherein Supror,
Energy Corporation seeks an unorthodox Pennsy]vanian gas we]_l
]¢:.catJof ar, d the dedication of the N/2 of said section %hereto.

( 4 ) That in each case, the primary target J s the
McZJtt~Jck Hills-Upper Pennsylvanian Gas Poo].

(5) That the best available gec].ogJc data presented 
the hearJr..g demonstzated that the Upper Pent, sylvan%an reservoir
underlays esse~tJally al] of the W/2 of said Section !3 but
ex-_enos or, ly to a very minor oetree into the ~El4.



2
Case No. 7393
Order No. R-6835

(6) That approval of the U[iah F, xploration Incorporated
~Jpp]ication in Case No. 7393 fo~ compulsory pooling wi]] more
r~ear]y permit the dedication of productive acreage to the well
t c be dr]lied and more closely permit the e;wners of reserves
%hereunder to recover their respective shares, thereof, than
apprc)va] c)f the competing app] ]cation, thereby protecting
corral at]re rights.

(7) That the application Jr, Case No,,. 7393 should be
approved.

(8) That the application in Case No. 7394 should be
denied.

(9) That the app] ]cant has the ~ J ght to dr] l] and
p~opc)ses to, drill a we]] at a standard ]c;c:a~:io~ thereon..

(I0) That there axe interest owner,~ ir~ the proposed
pr(.~a%icr, unit who have not agreed to pool their interests.

(11) That to avoid the dri]!ing of unr.ecessary ~e]]s, 
p~otect correlative rights, and to afford to the owner of each
]ntezest in said unit the oppo~%ur, Jty to recovez or receive
without tmr~ecessary expense his just and fair share of the gas
Jr, said pool , the subject application sbou!d be approved by
pooling a]] mineral ~nterests, whatever they may be, within
said unit.

(]_2) That the applicant shc)u]d be designated the operator
of the subject we]] and unit.

(13) That a~y non-consent~r~g working _i~,~¢-~est owner should
be afforded the opportunity to pay his sha~e of estimated well
costs to the operator in lieu of paying his sba~e of ~easor, able
we]] ec)s~s out of production.

(]4) That any non-consenting working _~n~eres% owr,,e~ who
does not pay his share of estimated well costs should have
withheld frc)m production his share of the ~easonab]e we]] costs
plus ar, additional ]50 percent thereof as a ~easonab]e charge
for tbe risk involved in the drilling of the we]].

(15) That any non-consenting intere~;t owner should ~,e
afforded the opportunity %o object to; the actual we]] costs but
that actual well costs should be adopted an the zeasonab]e we]_]
costs Jr~ the absence of such objection.

(]6) That following determination of reasonable we] 
costs, any non-consenting working interest owner who has paid
his sha~e of estimated costs should pay to the operator any
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amount that reasonable well costs exceed estJm¢,ted we]] c.osts
and shou]d receive from the opezator ap~, ar~our, t that paid
estimated we]] costs exceed reasopab]e well costs.

(17) That $2920.00 per month while drilling ann $420.00
per montl~ while producJ.ng should be fixed as; zee. soz~ab]e charges
for super~zision (combined fixed rates) ; that the operator
should be authorized to withhold f~ c,m pzoductJ.on the
pxoportJor, ate share of such supervision c.ha~rges attributable to
each r~op-consentJng working interest, and ]~ additiop t.bereto,
the operator should be authorized to wJthho]d f~om productJ~on
the proportionate share of actual expenditures required for
operating the subject well, not it, excess of what are
zeasonab]e, attributable to " each rlcr,-copsepi:.ipg wor~.ipg
interest.

(18) That all proceeds from pzoductior, fz.on, the subject
we]! which are mot disbursed for any reason sbou]d be placed in
escrow to be paid to the true owner thezec, f upon demand arid
proof of ownership.

(]9) That upon the failure of the ope~atoz of said pooled
unit to commence drilling of the we]] to bhJ(’l, said upit Js
dedicated on or before March I, 1982, the order pooling said
upit shou]d become null and void apd of pc effect whatsoever.

IT IS THEREFORE ORDERt:D:

(i) That all mineral ipterests, whatever they may be, 
the Cisco, Canyon and Morrow formatfions unc]erlying the W/2 of
Section ]3, Township 22 South, Bange 24 East, NMPM, McKittrick
Hi ] ] s Field, Eddy County, New Mexico, are hereby pool ed to form
a st.a~dard 320-acre gas spacipg and proz ai:J crop upJ t to be
dedicated to a we]] to be dri]]ed at a standard ].ocatioz,
thereol~.

PROVIDED HOWEVER, that the operator of said unit shall
commence the drilling of said well on c)r before, the ]st day of
March, ]982, and shall thereafter continue the dxJl]ing of said
well with due diligepce to a depth sufficJer~i to test the Upper
Perrsylvanian apd/or Morrow formation;

P~OV]DED FURTHER, that ip the event said c)perator does not
comcaence the dri].lipg of said we]] on ox before the ]st day of
March, 1982, Order (]) of this order shall be nu]] ar.d void and
of no effect whatsoever, unless said opezato~ obtains a time
e~tepsJc)n from the Division for good c.ause shown.

PBOVIDF.D FURTHER, that should said we]] not be drilled to
eomp]etJt,p, or abandopment, within 120 days aflez commencement.
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thereof, said operator shall appear befo~ e %he Division
Director and show cause why Order (I) of this order should not
be rescinded.

(2) That Uriah Exploration ir~col porated is hereby
desigr~a~ed the operator of the subject well ar, d upit.

(3) That after the effective date of this oldel ar~.d
within 90 days prJ.or to commencing said well, the operator
shall furr~ish the Division a~d each known working Jr, te~est
owner in the subject unit ar~ itemized schedule of estimated
well costs.

(4) That within 30 days from the date ~h.e schedule 
estimated we]] costs is furnished to him, any r,on-consentJng
working interest owner shall have the right to pay his share of
estimated well costs to the operator J~ _] Jeu of paying his
share of reasor~able we].] costs out of produclJon, and that any
such owr, er who pays his share of estimated we]] costs as,
provided above shall remain ] iab].e for ope~etJ r, 9 costs but
sha]], r, ot be liable for risk charges.

(5) That the operatox shall furnish the Division ar~£ each
known workir~g interest owner a~ JtemJ.zed schedule of actual
well costs within 90 days fo]lowirg completion of the well;
that if r,o objection to the actual well costs Js received by
the Division and the Division has i:ot objected w/thin 45 days
fo]]owing receipt of said schedule, the actua] well costs shall
be the reasonable well costs; provided however, that. if there
is an objection to actual we]] costs within said 45-day period
the Divisiol, will. determine reasohable we]] costs after public
notice and hearing.

(6) That wJ.thin 60 days fol]owir 9 determJ.na±.ior ~, of
reasonable we] ] costs, any non-eonser, tir, g working imterest
owner who has paid his sha~e of estimated (.(-sis J.r~ advance 
provided above shall pay to the operator his pro rata share of
the amount that reasonable well costs ezceed estimated we]]
cosi:s and shall receive from the operator his pro rata share of
the amount that estimated well costs exce~d reasonable we]]
costs.

(7) That the operator Js hereby au*bo~jzed to withhold
the fo]]c)wJr~g costs and charges from production:

(A) The pro rata share of reasol~ab]e we]]
costs attributable to each non-consenting
working interest owner who has not paid
his share of estimated we]] costs wJthir~
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30 days from the date the schedu]e of
estimated we]_] costs is furnished to him.

(B) As a charge for the risk ir,<c~]ved in the
drilling of the well, 150 pe~cer, t of the
pro rata share of reasonable we]] 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 we]] costs is furr~ishe~ to him.

(8) That the operator shall distribute said costs and
charges withheld from production to the pa~tJes who advanced
the well costs.

(9) That $2920.00 per month while drJ]]ir~g a~d $420.00
per rconth while producing are hereby fixed ~:s reasonable
charges for supervision (combined fixed rates) ; that the
ope~atc~r Js hereby authoxized to withhold from production
the proportionate share of such supe~ visior, charges
attributable to each non-consenting worki[~o Jr,%erest, and in
addilion t hereto, the operator J s hereby authorized to
withhold from p~oduction the proportior, ate share of actual
e~<penditures required for operating such we]], not J n excess
of what are reasor, able, ~ttribut~b]e to each non-consenting
working Jpterest.

(I0) That any unsevered mi~eral J ~,f ezes~- shall 
considered a seven-eighths (7/8) working in*erest and 
one-eighth ( ]/8) roya].ty interest for ~he purpose 
a]]ocatir~g costs and charges unde~ the te~ms of this order.

(I]) That any well costs o~ charges ~hich are fo 
paid our of production shall be withheld only from the
working ir~terest’s share of production, ar, d no costs or
charges shall be withheld from production af~:rJbutab]e to
royalty interests.

(12) That all proceeds from productior, from %be subject
we] ] ~hJ ch are not disbursed for any ~easor~ sha]]
im]~edia%e3? be placed i~ escrow J n Eddy County, New Mexico,
to be paid to the true owner thereof upon demand and proof
of owners~ip; that the operator shall not.try the Division of
the{ name al, d address of said escrow agent within 30 days
from the date of first deposit with said escrow agent.

(13) That jurisdiction of this cause Js ~etained for
the entry of such further orders as the DJvJsJ(;n may deem
necessary.
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DONE at Santa Fe, New Hexico, on I be ~ay a1~d yeaY
hereinabove designated.

"~T~TE OF NEW MEXICO

i OllJ-- ~’CONSERVAT~J~ISION

:j// Director

S E A I.


