STATE QF MEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED RY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING:

CASE ND. 8540
ORDER NC. R-8821

APPLICATION OF MERIDIAN OIL, INC.
FOR COMPULSORY POOLING, SAN JUAN

COUNTY, NEW MEXICO
ORDER OF THE DIVISION

EY THE DIVISION:

This cause came on for hearing at 82:15 a.m. on Movembher 272,
1988, at Santa Fe, New Mexico, before Examiner Michael E,.
Stcegner,

NOwW, on this 28 ~ day of December, 1988, the Division
Directer, having considered the testimony, the record and the
reccommendations of the Examiner, and being fully advised in the
premises,

FINDS THAT:

(1} Due public notice having been given as reguired by law,
the Divicion has jurisdicticen of this cause and the subject
matter thereof.

(2) At the time of the hearing this case was corsolidated
with Case Nos. 9535, 9536, 9537, 9538, 9539, 9541, ©%472, 954
9545 an2 9547 for purposes of testimony.

O ¢

n

*y

(%) By Division Order N»o. R-8768, issued in Case No. 9420
and made effective November 1, 1988, the Rasin-Fruitland Coal
(Gas) Pocl was created and sp=2c¢ial rules and regulations were
promulgated including a provision for 320-acre spacing and
proration units.

{1) The applicant, Meridian ©0il, 1Inc., ceeks an order
pooling all mineral interests in the Rasin-Frvitland Coal (Cas)
Pool underlying the E/2 of Section 11, Township 30 North, Range 9
¥est . NMPM, San Juan County, New Mexico, forming z standard 220-
acre gas spacing and proration unit for said peool, to be
dedicated to its Lindsey Com Well No. 250 to be drilled at a
standard coal gas well lccation in the NE/4 NE/4 {Orit A} of caid
Section 11.




Ccase No. 9540
Order No. R-8821
Page No. 2

{5) There are interest owners 1in the proposed prcration
unit who have not agreed to pool their interests.

(6) In anticipation of 220-acre sgpacing 1in the Rasin-
Fruitland Coal (Gas) Poocl the applicant proposed to said mineral
interests the establishment of the subject unit prior to the
issuance of said Order No. R-8768.

{(7) On November 1, 1988, the applicant filed this
gpplication for hearing with the 0il Conservation Divigion.

{8} Although there appears tc have been insufficient time
(hetween the date 320-acre spacing was established and when the
applicart proposed compulcory pooling) for all parties involved
to reach a decision on voluntary agreement no interestecd party
appeared and/or objected to» this or any other igsue in thics
matter,

V' To avoid the drilling of unnecessary wells, tc protect
lative rights, to prevent waste and to afford to the owner
of each interest in said unit the opportunity to recover or
receive without unnecessary expense his just and fair share of
the <¢cal gas in said ponl, the subject application cheould bhe
epproved by pooling all mineral interests, whatever they may be,
within said unit.

(10) The applicant =sheculd he designated the operator ~»f the
subiect well and unit.

{11} Any non-consenting working interest owner should be
afforded the opportunity to pav his share of estimated well cocts
to the cperator in lieu of pavying his share of reasonable well
ceets cut of production.

{12) At the time of the hearing the applicant regquested a
200 percent risk penalty b2 impesed on the cost of drilling s=2id
well.,

f12) BRased on the geclegical evidence presented at the
hearing in this matter and on the record ir said Case No. 92420
(cof wb:ch administrative notice was taken at the hearing), the
propecsed 200 percent risk penzlt is somewhat excecsive and
should therefore be reduced toc 156 percent.

114) Any non-consenting werking interest owner who does net
pay his share of estimated well costs should have withheld from
production hie share of reasonable well costs plus an additicnal
156 percent thereof as a r=aconabkles charge for the rick invelved
in the drilling of the well.
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(15) Any non-consenting interest owner should be affcrded
the opportunity to object to the actual well costs but actual
well costs should be adopted as the reascnable well costs in the
ahsence of such objection.

(16) Following determination of reascnable well costs, any
non-concsenting working interest owner who has paid his share of
sctimated costs should pay to the cperator any amount that
reasonarle well costs exceed estimated well costs and shounld
receive from the operator any amcunt that paid ectimated well
costs exceed reasonable well costs.

{17) $3500.00 per month while drilling znd $3200.00 per month
while ©»producing should be fixed as reasonable charges for
supervision (combined fixed ratec); the operator <chould bhe
autheorized to withhold from production the prepertionate share of
such supervision charges attributable tc each non-consenting
working interest, and in addition thereto, the operator should be
anthorized to withhold fr-~m production the propcortionate share of
actual eypenditures required for cperating the subject well, not
in excess of what are reasonable, attributable to each non-
censenting working interest.

{13) All proceeds from preduction from the subject well
which sre not disbursed for any reason should be placed in eccrow
to bhe paid to the true owner therecof upon demand and proof of
ownership.

{19} Upon the failurs of the coperator of seid pocled unit tn
~ommaence drilling of the well to which said unit is dedicated on
E

{1

rr before March 15, 1389, the order poocling said unit chould
become null and void and of no further effect whatsoever.

{20) should all the parties to this force-pocling reach
voluntary agreement subssqguent to entry of this order, this order

chonuld thereafter be of no further effect.

(21) The operator of the well! and unit should notify the
pirector of +the Division in writing cf the subsequent voluntar
agreement of all partiesg subiect to the force-pooling provisions
nf this order.
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IT IS THEREFORE ORDERED THAT:

(i) All mineral interests, whatever thev may be, are hereby
pooled in the Basin-Fruitland <oal (Gas) Pool underlying the E/2
of Section 11, Township 20 North, Range 9 West, NMPM, San Juan
County, New Mexico, forming a standard 320-acre gas spacing and
proration unit for said pool, to be dedicated to its Lindsey Com
wWell No. 250 to be drilled at 2 standard gas well location in the
NE/A NE/4 (Unit A) of said Secticon 11.

PROVIDED HOWEVER THAT, the operator of said unit chall
ccmmence the drilling of said well on or before the 15th day »of
March, 1989, and shall thereafter continue the drilling of =2id
well with due diligence to a depth sufficient to test the RBasin-
rruitland Coal (Gas) Pool.

PROVIDED FURTHER THAT, in the event said operator deces not
commance the drilling of said well on or before the 15th day of
March, 1989, Ordering Paragraph No. (1) of this order shall he
null and void and of no effect whatsoever, unless said cperator
ckhtains a time extension from the Division for good cause chown.

PROVIDED FURTHER THAT, shculd said well not bhe drilled to
rempletion, or abandonment, w1th1n 120 days after rommencement
o
a

thereof, said operator shall appear before the Divisicn Cirector
and chow ~ause why Ordering qu graph No. (1) of this crder
shonuld not be rescinded.

{2} Meridian 0il, Inc. is hereb
the subkject well and unit.

designated the coperator of

<

{3) After the effective date of this o¢rder and within 290
days npriosr to commencing s3id¢ well, the operator shall furnicsh
the Division and each known working interest cwner inr the subject
unit an itemized schedule of estimated well cost

{4} Within 30 days from the date the schedule of =2stimated

woll osts is  furnished to him, any non-censanting working
intevpf+ aswner shall have the right to pay his share of astimated
well =coztese to the operater in liew of paying his share of
reascnable well costs out of producticn, and ary such owner who
pavs his share of estimated wel ~costs provided abcve shall

arg
remain liable for operating <osts but chall nct be liable for
ri<k charges.
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{5) The 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 well; 1if no objecticn
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
rosts; provided however, if there ig an objection to actual well
costs within said 45-day period the Division will determine
reasonable well costs after pubhlic notice and hearing.

(6) wWithin 60 days £following determination of reasonable
well costs, any non-concsenting working interest owner who has
naid his share of estimated costs 1in advance as provided above
shall pay to the operator hics pro rata share of the amcunt that
reasonable well costs exceed a2stimated well costs and shall
receive from the operator his pro rata share ¢f the ancunt that
estimated well costs sxceed reaconable well costs.

{7y The operator 1ig herebvy authorized *o withhold the
tollowing costs and charges from praduction:

{A) The pro rata share of reasconable well <osts
attributablie tc each non-conse ltng working
interest owner who has not paid his share cof
estimated well <ccste within 30 days from the
date the cchedule of estimated well cnsts is
furnished to him; z2nd

{R) As a charge for the risk involved
in the drilling of the well, 155
percent of the pro rata share of
reasonable well costs attributable
Fo each non-coensenting working
interest own=2r who has not paid hisg
share of ectimated well costs
within 30 daye from the date the
schedule of estimated well cosgte irs
furnished to him. ‘

‘..«:’Q

The operator chall distribute said ceosts zand charges
=1

* )

} 1

13 from 1 + - i ]
production *¢ the parties who advanced the well

'D -
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{9 $3500.00 per month while drilling and ¢209.9C per month
while producing are hereby fixed as reasonable charges for
supervision (combined fixed ratec); the operator iz hersby
authorized to withhold from production the preportionate share of
such supervision charges attributable to each nen- consenting
working interest, and in addition thereto, the operator is hereby
avt“or*2°d to withhold from predurtion the preportisnate share of
ctual expenditures required for operating such well, not in

excess of what are reasonabkle, attributable +n a2ach nop-
consenting working interest.

{12} Any unleased minerai interest =shall be considered 3
seven-eighths (7/8) working interest and a cone-eighth (1/8)
rovalty interest for the purpose of allocating costs an charges

under the terms of this order.

{11y Any well costs o7 rcharges which are t=
preductior shall be withheld only from fhe
cshare of production, and no costs or charges
from preduction attributable to rcya¢uy intere

(12} 21l proceeds from product
which are not disbursed for any reas:
in San Juan Ccunty, New Mexicn, to

ion from the subject well
on shall be placed in escros

t> be paid toc  the true owner
thereof upon demand and rprocf of ownership; the operator chall
rotify the Divisicn of the rame 2nd addrescs of =ajid escrow agent
within 22 days from the date of first deposit with sa3id escreow
agent,

{13) Should all the parties to this force-pocling reach
valuntary agreement subsequent to entry of this order, this crder
chall thereafter be of nc further eoffect

{24} The operator of the well and wunit =hall notify the
Director of the Division in writing of the subsequent voluntary
agreement of all parties subjest *~ the force-pocling provisions
of this order.

{15) Jurisdiction of this ~zusze isg

r he antrvy of
such further orders as the Divicion may d:
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DONE at Santa Fe,

hereinahove designated.

New Mexico, on the

STATE OF NEW MEXICO
QIL CONSERVATION

WILLIAM J. LE
Director

day

VISION

and




