
K E L L A H I N , K E L L A H I N and AUBREY 

Attorneys at Law 
W. Thomas Kellahin E , p a t i o . m N o r t h G u a d a , u p e Telephone 982-4285 
Karen Aubrey P o g t o f f i c e ^ ^ Area Code 505 

Jason Kellahin Santa Fe, New Mexico 87504-2265 
of Counsel January 3, 198 8 

Mr. W i l l i a m J. LeMay 
D i r e c t o r 
O i l Conservation D i v i s i o n 
3 10 Old Santa Fe T r a i l , Room 206 
Santa Fe, New Mexico 87503 

Re: A p p l i c a t i o n of Meridian O i l , 
t o r Compulsory Pooling 
Well Name: Pierce #2 50 
San Juan County, New Mexico 

Dear Mr. LeMay: 

On behalf of Meridian O i l , Inc.. please f i n d enclosed our 
A p p l i c a t i o n f o r Compulsory Pooling which we would request be 
set f o r hearing on the next a v a i l a b l e Examiner's docket now 
scheduled f o r February 1. 1989. 

By copy of t h i s l e t t e r to a l l p a r t i e s t o be pooled, we are 
n o t i f y i n g them by c e r t i f i e d mai1-return r e c e i p t , t h a t they 
have the r i g h t t o appear at the hearing, t o make a statement 
to the D i v i s i o n , to present evidence and cross-examine w i t 
nesses e i t h e r i n support of or i n op p o s i t i o n to the Applica
t i o n . Those p a r t i e s are d i r e c t e d t o contact ihe D i v i s i o n or 
the a p p l i c a n t ' s a t t o r n e y t o determine what a d d i t i o n a l r i g n t s 
they may have. I n a d d i t i o n , they are advised t h a t the entry 
of a Compulsory Pooling Order w i l l a f f e c t t h e i r r i g h t to 
share i n the production from the subject w e l l . 

1 ,5 

J rt i 

ce: Mr. A l l e n Alexander-

C e r t i f i e d Mail-Return Receipt 
to a l l p a r t i e s l i s t e d on E x h i b i t A 
of the A p p l i c a t i o n , w/encl. 



STATE OF NEW MEXICO 
DEPARTMENT OF ENERGY AND MINERALS 

OIL CONSERVATION DIVISION 
RECEIVED 

JAN 

IN THE MATTER OF THE APPLICATION 
OF MERIDIAN OIL, INC. FOR 
COMPULSORY POOLING 
SAN JUAN COUNTY, NEW MEXICO 

QIL CONSERVAlic, 

CASE 

A P P L I C A T I O N 

COMES NOW, MERIDIAN OIL, INC., by and through i t s a t 

torneys, K e l l a h i n , K e l l a h i n and Aubrey, and i n accordance 

w i t h Section 70-2-17(c) NMSA (1978) applies to the New 

Mexico O i l Conservation DxvijsjLiatii^ a l l 

mineral i n t e r e s t i n Basin F r u i t l a n d Coal Gas Pool under

l y i n g the E/2 of Section 7, T30N,R9W, San Juan County, New 

Mexico. The above described u n i t i s t o be dedicated t o i t s 

Pierce #250 Well t o be d r i l l e d t o a depth of approximately 

3120 f e e t a t standard w e l l l o c a t i o n i n said Section 7, and 

i n support thereof would show: 

1. A p p l i c a n t i s a working i n t e r e s t owner i n the 

of Section 7, T30N R9W. 

2. Ap p l i c a n t desires t o d r i l l a w e l l at a standard 

l o c a t i o n 1030 f e e t FNL and 1180 f e e t FEL i n the NE/4 

NE/4 of the Section 7. 
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3. Applicant, has sought a voluntary agreement with 

a l l those parties shown on Exhibit "A" for the forma

t i o n of appropriate spacing and proration u n i t as shown 

on Exhibit B for the d r i l l i n g of the subject well but 

has been unable to obtain a voluntary agreement. 

4. Pursuant to the Division notice requirements, ap

p l i c a n t has n o t i f i e d a l l those parties shown on Exhibit 

"A" of t h i s application for compulsory pooling and the 

applicant's request for a hearing before the Division 

to be set on February 1, 1988. 

5. In order to obtain i t s j u s t and equitable share of 

the p o t e n t i a l production underlying the above t r a c t , 

applicant needs an order pooling the mineral interests 

involved i n order to protect applicant's c o r r e l a t i v e 

r i g h t s and prevent waste. 

WHEREFORE, applicant prays that t h i s application be set 

for hearing before the Division's duly appointed examiner, 

and that a f t e r notice and hearing as required by law, the 

Division enter i t s order pooling the mineral i n t e r e s t 

described herein. Applicant further prays that i t be named 

operator of the w e l l , and that the order make provisions for 

applicant to recover out of production i t s costs of d r i l l 

ing, completing and equipping the subject w e l l , costs of 

operation, including costs of supervision, and a r i s k factor 

i n the amount of 200% for the d r i l l i n g and completing of the 

well, for such other and further r e l i e f as may be proper. 
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R e s p e c t f u l l y submitted, 

1-By 
W. Thomas Ke'll/ahin 

K e l l a h i n , Kellab/in & Aburey 
P.O. Box 2265 
Santa Fe, New Mexico 87504 

(505) 982-4285 
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Meg4d4an O i l Inc.. 
c/o Land Department-
Meridian Oil—Production Inc. 
P.O. Box 4289' 
•Farmington, Nev Mexico a74Qq-47.aq 

Operator 

E l Paso Production Company 
c/o Land-Department 

•rfeiHrdiaft-G-irl Production Inc. 
T.O. Box-42x3-9-— 

JEar-mington-, -Hew Mexico 87499-4289 

50.000000% 

Southland Royalty Comapny 25.000000% 
o/o-Land Department 

P.O. B03t '|289 
farmington) How Moicioo 87499 rt38fl 

Tenneco O i l Company 
Post Office Box 3249 
Englewood, Colorado 80155 

12.500000% 

Conoco, Inc. 
Post Office Box 460 
Hobbs, New Mexico 88240 

10.875000% 

FMr Operating Company 
Post Office Bout—6000» 
New 0rlcano } Louieiana—70160 

1.625000% 



KELLAHIN, KELLAHIN and AUBREY 
Attorneys at Law 

W. Thomas Kellahin El Patio -117 North Guadalupe Telephone 982-4285 
Karen Aubrey p o s t o f f i c ( , B Q X ^ Area Code 505 

Jason Kellahin Santa Fe, New Mexico 87504-2265 
of Counsel January 3, 198 8 

Mr. W i l l i a m J. LeMay <• 
Di r e c t o r RF;ji 
O i l Conservation D i v i s i o n 
310 Old Santa Fe Trail,-Room 206 J/\|\ 
Santa Fe, New Mexico 87503 

Re: A p p l i c a t i o n of Meridian O i l , Inc. 
f o r Compulsory Pooling 
Well Name: Pierce #250 
San Juan County, New Mexico 

Dear Mr. LeMay: 

On behalf of Meridian O i l , I n c., please f i n d enclosed our 
A p p l i c a t i o n f o r Compulsory Pooling which we would request be 
set f o r hearing on the next a v a i l a b l e Examiner's docket now 
scheduled f o r February 1, 1989. 

By copy of t h i s l e t t e r t o a l l p a r t i e s to be pooled, we are 
n o t i f y i n g them by c e r t i f i e d m a i l - r e t u r n r e c e i p t , t h a t they 
have the r i g h t t o appear at the hearing, t o make a statement 
to the D i v i s i o n , t o present evidence and cross-examine w i t 
nesses e i t h e r i n support of or i n o p p o s i t i o n to the Applica
t i o n . Those p a r t i e s are d i r e c t e d t o contact the D i v i s i o n or 
the a p p l i c a n t ' s a t t o r n e y t o determine what a d d i t i o n a l r i g h t s 
they may have. I n a d d i t i o n , they are advised t h a t the entry 
of a Compulsory Pooling Order w i l l a f f e c t t h e i r r i g h t to 
share i n the production from the subject w e l l . 

Very t r u l y yours, 

v^xip.mal Signed by 
W, T H O M A S K E L L A H I X 

W. Thomas K e l l a h i n 

WTK/dm 
Encl . 

cc: Mr. A l l e n Alexander 

OIL CONSERVE,,. _ l ( l o j u N 

C e r t i f i e d Mail-Return Receipt 
to a l l p a r t i e s l i s t e d on E x h i b i t A 
of the A p p l i c a t i o n , w/encl. 



STATE OF NEW MEXICO 
DEPARTMENT OF ENERGY AND MINERALS „f„ 

OIL CONSERVATION DIVISION ^ 

JAN 4 

IN THE MATTER OF THE APPLICATION 
OF MERIDIAN OIL, INC. FOR 
COMPULSORY POOLING 
SAN JUAN COUNTY, NEW MEXICO 

- CONSERVATION u:., , 

CASE: 

A P P L I C A T I O N 

COMES NOW, MERIDIAN OIL, INC., by and through i t s a t 

torneys, K e l l a h i n , K e l l a h i n and Aubrey, and i n accordance 

w i t h Section 70-2-17(c) NMSA (1978) applies to the New 

Mexico O i l Conservation D i v i s i o n f o r an order p o o l i n g a i l 

mineral i n t e r e s t i n the Basin F r u i t l a n d Coal Gas Pool under

l y i n g the E/2 of Section 7, T30N, R9W, San Juan County, New 

Mexico. The above described u n i t i s to be dedicated t o i t s 

Pierce #250 Well t o be d r i l l e d t o a depth of approximately 

3120 f e e t a t standard w e l l l o c a t i o n i n said Section 7, and 

i n support thereof would show: 

1. A p p l i c a n t i s a working i n t e r e s t owner i n the W/2 

of Section 7, T30N R9W. 

2. App l i c a n t desires t o d r i l l a w e l l at a standard 

l o c a t i o n 1030 f e e t FNL and 1180 f e e t FEL i n the NE/4 

NE/4 of the Section 7. 
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3. A p p l i c a n t , has sought a v o l u n t a r y agreement w i t h 

a l l those p a r t i e s shown on E x h i b i t "A" f o r the forma

t i o n of appropriate spacing and p r o r a t i o n u n i t as shown 

on E x h i b i t B f o r the d r i l l i n g of the subject w e l l but 

has been unable to o b t a i n a v o l u n t a r y agreement. 

4. Pursuant t o the D i v i s i o n n o t i c e requirements, ap

p l i c a n t has n o t i f i e d a l l those p a r t i e s shown on E x h i b i t 

"A" of t h i s a p p l i c a t i o n f o r compulsory poo l i n g and the 

a p p l i c a n t ' s request f o r a hearing before the D i v i s i o n 

t o be set on February 1, 1988. 

5. I n order t o o b t a i n i t s j u s t and e q u i t a b l e share of 

the p o t e n t i a l production u n d e r l y i n g the above t r a c t , 

a p p l i c a n t needs an order p o o l i n g the mineral i n t e r e s t s 

i n v o l v e d i n order t o p r o t e c t a p p l i c a n t ' s c o r r e l a t i v e 

r i g h t s and prevent waste. 

WHEREFORE, ap p l i c a n t prays t h a t t h i s a p p l i c a t i o n be set 

f o r hearing before the D i v i s i o n ' s duly appointed examiner, 

and t h a t a f t e r n o t i c e and hearing as r e q u i r e d by law, the 

D i v i s i o n enter i t s order p o o l i n g the mineral i n t e r e s t 

described h e r e i n . A p p l i c a n t f u r t h e r prays t h a t i t be named 

operator of the w e i l , and t h a t the order make pro v i s i o n s f o r 

a p p l i c a n t t o recover out of production i t s costs of d r i l l 

i n g , completing and equipping the subject w e l l , costs of 

o p e r a t i o n , i n c l u d i n g costs of s u p e r v i s i o n , and a r i s k f a c t o r 

i n the amount of 200% f o r the d r i l l i n g and completing of the 

w e l l , f o r such other and f u r t h e r r e l i e f as may be proper. 

2 



R e s p e c t f u l l y submitted 

W. Thomas KelJ/ahin 
K e l l a h i n , Kellah/in & Aburey 
P.O. Box 2265 
Santa Fe, New Mexico 8 7 504 

(505) 982-4285 
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Meridian-Oil Inc.. 
c/o Land Department-
Me r i d ian—Qa-l-^coduction-Inc. 
T.O. Box 4289' 
• T a r m i n g r n n s NPTJ M P Y I r n ft74qq-47.Sq 

Operator 

G / O XJ etRCt™ 

•Meridian-O-i-3: 
P.O. Box-42f>9-

an I n c . 

JSaxmington.,_Kew. Mfiyico ^7499-47.89 

Southland Roya l ty Comapny 

50.000000% 

15 .00000076 
o/o Land Dopartmont 

, M n - i - - i r H 1-n O i l P r n ^ l l ^ t ^ w T n o 

r . 0 . Bon îDOQ 
farmington) Nov Moxioo—87^i99-/i2S0 

Tenneco O i l Company 
Post Office Box 3249 
Englewood, Colorado 80155 

12.500000% 

Conoco, Inc. 
Post Office Box 460 
Hobbs, New Mexico 88240 

10.875000% 

FMP Operating Company 1. 62500076 
root Office Box—60004 
New OrloanO) Louisiana 70160 



KELLAHIN, KELLAHIN and AUBREY 
Attorneys at Law 

W. Thomas Kellahin El Patio -117 North Guadalupe Telephone 982-4285 
Karen Aubrey p o s t o f f i c e ^ ^ Area Code 505 

Jason Kellahin Santa Fe, New Mexico 87504-2265 
Of Counsel January 3, 198 8 

Mr. William J. LeMay 
Director FfTiVFn 
Oil Conservation Division '\toLivtu 
310 Old Santa Fe T r a i l , Room 206 
Santa Fe, New Mexico 87503 JAN 4 1989 

Re: Application of Meridian O i l , 
for Compulsory Pooling 
Well Name: Pierce #250 
San Juan County, New Mexico 

I n c . n|i POMSFRVATION DIVISION 

Dear Mr . LeMay: 

On behalf of Meridian O i l , Inc., please f i n d enclosed our 
Application for Compulsory Pooling which we would request be 
set for hearing on the next available Examiner's docket now 
scheduled for February 1, 1989. 

By copy of t h i s l e t t e r to a l l parties to be pooled, we are 
no t i f y i n g them by c e r t i f i e d mail-return receipt, that they 
have the r i g h t to appear at the hearing, to make a statement 
to the Division, to present evidence and cross-examine w i t 
nesses either i n support of or i n opposition to the Applica
t i o n . Those parties are directed to contact the Division or 
the applicant's attorney to determine what additional r i g h t s 
they may have. In addition, they are advised that the entry 
of a Compulsory Pooling Order w i l l a f f e c t t h e i r r i g h t to 
share i n the production from the subject well. 

Very t r u l y yours, 

Original signed by 
W . T H O M A S K E L L A H I X 

W. Thomas Kellahin 

WTK/dm 
Encl . 

cc: Mr. Allen Alexander 

C e r t i f i e d Mail-Return Receipt 
to a l l parties l i s t e d on Exhibit A 
of the Application, w/encl. 



STATE OF NEW MEXICO 
DEPARTMENT OF ENERGY AND MINERALS ' •'•?!> 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE APPLICATION 
OF MERIDIAN OIL, INC. FOR 
COMPULSORY POOLING 
SAN JUAN COUNTY, NEW MEXICO 

A P P L I C A T I O N 

COMES NOW, MERIDIAN OIL, INC., by and through i t s a t 

torneys, K e l l a h i n , K e l l a h i n and Aubrey, and i n accordance 

w i t h Section 70-2-17(c) NMSA (1978) applies t o the New 

Mexico O i l Conservation D i v i s i o n f o r an order p o o l i n g a i l 

mineral i n t e r e s t i n the Basin F r u i t l a n d Coal Gas Pooi under

l y i n g the E/2 of Section 7, T30N, R9W, San Juan County, New 

Mexico. The above described u n i t i s t o be dedicated t o i t s 

Pierce #250 Well to be d r i l l e d t o a depth of approximately 

3 120 f e e t at standard w e l l l o c a t i o n i n said Section 7, and 

i n support thereof would show: 

1. Applicant i s a working i n t e r e s t owner i n the W/2 

of Section 7, T30N R9W. 

2. Applicant desires t o d r i l l a w e l l at a standard 

l o c a t i o n 1030 f e e t FNL and 1180 f e e t FEL i n the NE/4 

NE/4 of the Section 7. 

JlLLCGisoLivvrtnurt DIVISION 

CASE: T ^ / ^ 
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3. A p p l i c a n t , has sought a v o l u n t a r y agreement w i t h 

a l l those p a r t i e s shown on E x h i b i t "A" f o r the forma

t i o n of appropriate spacing and p r o r a t i o n u n i t as shown 

on E x h i b i t B f o r the d r i l l i n g of the subject w e l l but 

has been unable to o b t a i n a v o l u n t a r y agreement. 

4. Pursuant t o the D i v i s i o n n o t i c e requirements, ap

p l i c a n t has n o t i f i e d a l l those p a r t i e s shown on E x h i b i t 

"A" of t h i s a p p l i c a t i o n f o r compulsory p o o l i n g and the 

a p p l i c a n t ' s request f o r a hearing before the D i v i s i o n 

to be set on February 1, 1988. 

5. I n order to o b t a i n i t s j u s t and e q u i t a b l e share of 

the p o t e n t i a l production u n d e r l y i n g the above t r a c t , 

a p p l i c a n t needs an order p o o l i n g the mineral i n t e r e s t s 

involved i n order t o p r o t e c t a p p l i c a n t ' s c o r r e l a t i v e 

r i g h t s and prevent waste. 

WHEREFORE, ap p l i c a n t prays t h a t t h i s a p p l i c a t i o n be set 

f o r hearing before the D i v i s i o n ' s duly appointed examiner, 

and t h a t a f t e r n o t i c e and hearing as r e q u i r e d by law, the 

D i v i s i o n enter i t s order p o o l i n g the mineral i n t e r e s t 

described herein. A p p l i c a n t f u r t h e r prays t h a t i t be named 

operator of the w e l l , and t h a t the order make pr o v i s i o n s f o r 

a p p l i c a n t t o recover out of p r o d u c t i o n i t s costs of d r i l l 

i n g , completing and equipping the subject w e l l , costs of 

operation, i n c l u d i n g costs of s u p e r v i s i o n , and a r i s k f a c t o r 

i n the amount of 200% f o r the d r i l l i n g and completing of the 

w e l l , f o r such other and f u r t h e r r e l i e f as may be proper. 

2 



R e s p e c t f u l l y submitted, 

By. 
W. Thomas Ke'll/ahin 

K e l l a h i n , Kellah/ln & Aburey 
P.O. Box 22 6 5 
Santa Fe, New Mexico 8 7504 

(505) 982-4285 
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ban O i l Inc.-
-Department-

Maridi an-O-i-U-ro duction-Xac. 
P.O. Box 4289' 
Farmington, NPW Mexico 874qq-4?.aq 

Operator 

c/o Lane 
•Meridiran-Q-i 
P.O. B&X-42-8-9-

Dn Inc. 

JEaxmingtoo, -New-Mexico 8249.9.^2 8 9 

50.000000% 

Southland Royalty Comapny 
o/o Land Dopartmont 
Meridian O i l PrnrUirrf irvn Tnr, 
P.O. Bo3t 0289 
farmingtonj Now Moxioo—87^99-^2S0 

25 .00000076 

Tenneco O i l Company 
Post Office Box 3249 
Englewood, Colorado 80155 

12.500000% 

Conoco, Inc. 
Post Office Box 460 
Hobbs, New Mexico 88240 

10.875000% 

FMP Operating Company 
Post Office Box—60004-
New 0rloano i Louiciana—70160 

1.625000% 



Fora 3160-3 
(Norwmber 1983) 
(formerly 9 y 3 3 I C ) UNITED STATES 

DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT 

S U B M I T TU TOPUCATE* Form approved. 

(Other lDitruetloni oo Budget B u r e a u No. I 0 0 4 _ n i « 

r«T*rM lid*) Expire. August 31, 198S * 

APPLICATION FOR PERMIT TO DRILL, DEEPEN, OR PLUG BACK 
l l . T T P I or w o n 

b. T i n o r W i t t 

• OIL 
W I L L 

DRILL 0 

3 

DEEPEN • 
O i l 
WELL 

SINOL1 
EONI 

PLUG BACK • 

3. N A M I or o r a i A T o i 

Meridian O i l Inc. 
3. ADDIISS or OMJUTO* 

PO Box 4289, Farmington, NM 87499 

3. L I A I I DI1IU NATION AND I I I U L «o .~ 

SF-07B• 7.9 
0. i r INDIAN, A L L O T T I I o i n m N A M I " 

7. OMIT 1 0 I I I U I K T NAM! -

S. PA1M 0 | K i l l NAKI 

Pierce 

a. LOCATION or "ILL (Report location clearly and la accordance with any Stat* etqa 

""'"IthO'N, 1180'E 
MftS 1000 

At proposed prod, I O D * 
OIL CON. DIV., 

V DJST. 3 
14. DHTANC1 IN KILS1 AND OIIICTION riOM NIA1E1T TOW M 01 FOIT O f r i C l * 

17 miles from Aztec, NM 

F I I L D AKD POOL. 01 WILDCAT 

Undes.Fruitland Coal 
11. l i e . , T.. 1.. M„ 01 I L K . 

AMD I U I V I T 01 AI1A 

Sec. 7 ,T-3D-N,R- 9-W 
NMPM y^. 

12. C O C N T T o i ' r A i n a 

San Juan 
13. I T A T I 

NM 
ia. oiiTAnci MOM riopuiio* 

LOCATION TO NIA1I1T - - - - . 
p i o r i t T i o i L I A I I L I N I . r r . 1 U 3 0 
(Alto to i w m i drlf . j o l t Hut. If i n n 

13. D I S T A N C E r i o n r i o r o i i D L O C A T I O N * 
TO NEAREST WILL. OftlLLlNO. COHPLITID. O f l f l ' 
01 Aprum roi . ON T H U U L L U . r t . 4. u u 

16. NO. or A C i i i I N L I A I I 

19 P R O P O S E D D E P T H 

3090' 

17. NO. Or A C 1 I I AISIONIO 
TO T H U WILL , _ „ 

160.00 
20. IOTA1T O l CA1LI TOOLI 

Rotary 
21. ILIVATIONI (Show whether D F . B T . GR. ate.) 

/ i r - l ^ ' G L D R I L L I N G OPERATIONS AUTHORIZED ARE 
7 7 ~ SUDJLCT TO COMPLIANCE felTH ATTACidEl 23 

This se 

23. AFP10X. OATC W O U WILL I T A I T * 

an la aulijacl to technical end—-

S I Z I or H O L I S I Z E or CASINO 
JLLs* i 

WEIGHT T E I rOOT SITTING OEPTH and a P P ^ g " ^ " ^ ^ 
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STATE OF NEW MEXICO 

ENERGY AND MINERALS DEPARTMENT 
OIL CONSERVATION DIVISION 

GARREY CARRUTHERS February 23, 1989 POST OFFICE BOX 5033 
STATE LAND OFFiCE BUILDING 

SANTA PE. NEW MEXICO 3750 ' 
(5051 327-5300 

I r . Thomas K e l l a h i n 
AO.llah.in, K e l l a h i n & 
A11oruoys a t Law 

Aubrey 
Re: 

ORDER NO. 
CASE NO. 

R-8880 
9596 

Post O f f i c e Box 2265 A p p l i c a n t : 
Santa Fe, £3ew Mexico 

Dear S i r : 

Enclosed herewith are two copies of the above-referenced 
D i v i s i o n order r e c e n t l y entered i n the subject case. 

Sincerely, 

FLORENE DAVIDSON 
OC S t a f f S p e c i a l i s t 

Copy of order also sent t o : 

Hobbs OCD X • 
Ar t e s i a OCD x 

Aztec OCD X 

Meridian O i l , I n c . 

Other Mr. William F. Carr 
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STATE OF NEW MEXICO 
ENERGY, MINERALS, AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

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

CASE NO. 9596 
Order No. R-8880 

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

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on f o r hearing at 3:15 a.m. on February 
1, 1989, at Santa Fe, New Mexico, before Examiner David R. 
Catanach. 

NOW, on t h i s 22nd day of February, 1989, the D i v i s i o n 
D i r e c t o r , having considered the testimony, the record, and 
the recommendations of the Examiner, and being f u l l y advised 
i n the premises, 

FINDS THAT: 

(1) Due p u b l i c n o t i c e having been given as required by 
law, the D i v i s i o n has j u r i s d i c t i o n of t h i s cause and the* 
subject matter thereof. 

(2) D i v i s i o n Case Nos. 9593, 9594, 9595, 9596, 9598, 
and 9599 were consolidated at the time of the hearing f o r 
the purpose of testimony. 
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(3) The applicant, Meridian O i l , Inc. (Meridian), 
seeks an order pooling a l l mineral interests i n the 
Basin-Fruitland Coal Gas Pool underlying the E/2 of Section • 
7, Township 30 North, Range 9 West, NMPM, San Juan County, 
New Mexico, forming a standard 320-acre gas spacing and 
proration u n i t for said pool, to be dedicated to i t s Pierce 
Well No. 250 to be d r i l l e d at a standard coal gas well 
location 1030 feet from the North l i n e and 1180 feet from 
the East l i n e (Unit A) of said Section 7. 

(4) Amoco Production Company (Amoco), an interest 
owner i n the proposed proration un i t who has not agreed to 
pool i t s i n t e r e s t , apeared at the hearing i n opposition to 
the applicant's proposed 200 percent r i s k penalty. 

(5) The applicant has the r i g h t to d r i l l and proposes 
to d r i l l a well at a standard coal gas well location as 
described above. 

(6) To avoid the d r i l l i n g of unnecessary wells, to 
protect corr e l a t i v e r i g h t s , to avoid waste, and to afford to 
the owner of each interest i n said u n i t the opportunity to 
recover or receive without unnecessary expense his j u s t and 
f a i r share of the production i n any pool completion 
r e s u l t i n g from t h i s order, the subject application should be 
approved by pooling a l l mineral in t e r e s t s , whatever they may 
be, within said u n i t . 

(7) The applicant should be designated the operator of. 
the subject well and u n i t . 

(8) Any non-consenting working interest owner should 
be afforded the opportunity to pay his share of estimated 
well costs to the operator i n l i e u of paying his share of 
reasonable well costs out of production. 
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(9) The applicant has proposed a 200 percent r i s k 
penalty be assessed against those interest owners subject to 
the force-pooling provisions of t h i s order, and i n support 
thereof presented evidence and testimony at the hearing. 

(10) At the request of Amoco, Administrative Notice was 
taken of 13 compulsory pooling cases i n the Basin-Fruitland 
Coal Gas Pool brought before and heard by the Division upon 
the application of Meridian O i l , Inc. on November 21, 1988 
and January 15, 1989 (of which Division Orders have 
subsequently been issued). 

(11) The records i n these cases indicate that, based 
upon the evidence and testimony presented, Meridian was 
granted a r i s k penalty of 156 percent. 

(12) The records further indicate that i n each of these 
previously heard cases, Meridian also requested a 200 
percent r i s k penalty, but that the r i s k penalty awarded was 
reduced due to the fact that the presence of coal at each of 
the wellsites was not deemed by the Division to be in 
question, and therefore should not be taken into considera
t i o n i n determining r i s k . 

(13) Meridian, i n the immediate cases, has proposed 
that the r i s k penalty be based upon geologic, reservoir, 
economic, and operational parameters and has further 
t e s t i f i e d that the major consideration i n determining r i s k 
should not be the presence of coal but the characteristics-
of the coal encountered which i n turn has a dir e c t bearing 
on the producing c a p a b i l i t y of the wells. 

(14) The applicant, which has d r i l l e d approximately 200 
coal gas wells i n the Basin-Fruitland Coal Gas Pool to date, 
provided no evidence or testimony which would indicate that 
any of i t s wells have been plugged and abandoned due to 
non-productivity. 
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(15) The applicant further provided no evidence or 
testimony which would indicate that any of the wells d r i l l e d 
to date have been plugged and abandoned due to problems 
encountered while d r i l l i n g or completing these wells. 

(16) The applicant has included certain factors such as 
market demand, water disposal, gathering f a c i l i t i e s and 
equipment, etc. under i t s economic and operations r i s k 
parameters which do not have a bearing on the producing 
ca p a b i l i t y of any given well and should therefore not be 
considered i n assessing r i s k . 

(17) Based upon the evidence and testimony presented i n 
the immediate cases and consideration of the record i n the 
previously heard compulsory pooling cases described i n 
Finding No. (10) above, a r i s k penalty of 156 percent is 
f a i r and reasonable and should be adopted i n t h i s case. 

(18) Any 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 156 percent thereof as a reasonable 
charge for the r i s k involved i n the d r i l l i n g of the well. 

(19) Any non-consenting interest owner should be 
afforded the opportunity to object to the actual well costs 
but actual well costs should be adopted as the reasonable . 
well costs i n the absence of such objection. 

(20) 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 
amount that reasonable well costs exceed estimated well 
costs and should receive from the operator any amount that 
paid estimated well costs exceed reasonable well costs. 
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(21) $3500.00 per month while d r i l l i n g and $350.00 per 
month while producing should be fixed as reasonable charges 
for supervision (combined fi x e d rates); the operator should * 
be authorized to withhold from production the proportionate 
share of such supervision charges a t t r i b u t a b l e to each 
non-consenting working i n t e r e s t , and i n addition thereto, 
the operator should be authorized to withhold from 
production the proportionate share of actual expenditures 
required for operating the subject w e l l , not i n excess of 
what are reasonable, a t t r i b u t a b l e to each non-consenting 
working i n t e r e s t . 

(22) A l l 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. 

(23) Upon the f a i l u r e of the operator of said pooled 
un i t to commence the d r i l l i n g of the well to which said un i t 
i s dedicated on or before June 1, 1989, the order pooling 
said u n i t should become n u l l and void and of no effect 
whatsoever. 

(24) Should a l l the parties to t h i s forced pooling 
reach voluntary agreement subsequent to entry of t h i s order, 
t h i s order shall thereafter be of no further e f f e c t . 

(25) The operator of the well and unit shall n o t i f y the 
Director of the Division i n w r i t i n g of the subsequent, 
voluntary agreement of a l l parties subject to the forced 
pooling provisions of th i s order. 
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IT IS THEREFORE ORDERED THAT: 

(1) A l l mineral i n t e r e s t s , whatever they may be, i n 
the B a s i n - F r u i t l a n d Coal Gas Pool underlying the E/2 of 
Section 7, Township 30 North, Range 9 West, NMPM, San Juan 
County, New Mexico, are hereby pooled forming a standard 
320-acre gas spacing and p r o r a t i o n u n i t f o r said pool, to be 
dedicated t o the Pierce Well No. 250 to be d r i l l e d at a 
standard coal gas w e l l l o c a t i o n 1030 f e e t from the North 
l i n e and 1180 f e e t from the East l i n e (Unit A) of said 
Section 7. 

PROVIDED HOWEVER THAT, the operator of said u n i t s h a l l 
commence the d r i l l i n g of said w e l l on or before the 1st 
day of June, 1989, and s h a l l t h e r e a f t e r continue the 
d r i l l i n g of said w e l l w i t h due d i l i g e n c e to a depth 
s u f f i c i e n t to t e s t the B a s i n - F r u i t l a n d Coal Gas Pool. 

PROVIDED FURTHER THAT, i n the event sai d operator does 
not commence the d r i l l i n g of said w e l l on or before the 1st 
day of June, 1989, Ordering Paragraph No. (1) of t h i s order 
s h a l l be n u l l and vo i d and of no e f f e c t whatsoever, unless 
sai d operator obtains a time extension from the D i v i s i o n f o r 
good cause shown. 

PROVIDED FURTHER THAT, should sa i d w e l l not be d r i l l e d 
to completion, or abandonment, w i t h i n 120 days a f t e r 
commencement the r e o f , s a i d operator s h a l l appear before the 
D i v i s i o n D i r e c t o r and show cause why Ordering Paragraph No.-
(1) of t h i s order should not be rescinded. 

(2) Meridian O i l , Inc. i s hereby designated the 
operator of the subject w e l l and u n i t . 
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(3) After the e f f e c t i v e date of t h i s order and within 
90 days p r i o r to commencing said w e l l , the operator shall 
furnish the Division and each known working interest owner 
in the subject un i t an itemized schedule of estimated well 
costs. 

(4) Within 30 days from the date the schedule of 
estimated well costs is furnished to him, any non-consenting 
working i n t e r e s t owner shall have the r i g h t to pay his share 
of estimated well costs to the operator i n l i e u of paying 
his share of reasonable well costs out of production, and 
any such owner who pays his share of estimated well costs as 
provided above shall remain l i a b l e for operating costs but 
shall not be l i a b l e for r i s k charges. 

(5) The operator shall furnish the Division and each 
known working interest owner an itemized schedule of actual 
well costs w i t h i n 90 days following completion of the well; 
i f no objection to the actual well costs i s 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, i f 
there i s objection to actual well costs w i t h i n said 45-day 
period the Division w i l l determine reasonable well costs 
after public notice and hearing. 

(6) Within 60 days following determination of reason
able well costs, any non-consenting working interest owner 
who has paid his share of estimated well costs i n advance as-
provided 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. 
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(7) The operator i s hereby authorized t o w i t h h o l d the 
f o l l o w i n g costs and charges from production: 

(A) The pro r a t a share of reasonable w e l l costs 
a t t r i b u t a b l e t o each non-consenting working 
i n t e r e s t owner who has not paid h i s share of 
estimated w e l l costs w i t h i n 30 days from the 
date the schedule of estimated w e l l costs i s 
f u r n i s h e d to him, and 

(B) As a charge f o r the r i s k i n v o l ved i n the 
d r i l l i n g of the w e l l , 156 percent of the pro 
r a t a share of reasonable w e l l costs 
a t t r i b u t a b l e t o each non-consenting working 
i n t e r e s t owner who has not p a i d h i s share of 
estimated w e l l costs w i t h i n 30 days from the 
date the schedule of estimated w e l l costs i s 
furnis h e d t o him. 

(8) The operator s h a l l d i s t r i b u t e said costs and 
charges w i t h h e l d from production t o the p a r t i e s who advanced 
the w e l l costs. 

(9) $3500.00 per month while d r i l l i n g and $350.00 
per month while producing are hereby f i x e d as reasonable 
charges f o r supervision (combined f i x e d r a t e s ) ; the operator 
i s hereby authorized t o w i t h h o l d from production the 
p r o p o r t i o n a t e share of such supervision charges a t t r i b u t a b l e , 
to each non-consenting working i n t e r e s t , and i n a d d i t i o n 
t h e r e t o , the operator i s hereby authorized to w i t h h o l d from 
production the p r o p o r t i o n a t e share of a c t u a l expenditures 
required f o r operating such w e l l , not i n excess of what are 
reasonable, a t t r i b u t a b l e to each non-consenting working 
i n t e r e s t . 
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(10) Any unleased mineral interest shall be considered 
a seven-eighths (7/8) working interest and a one-eighth 
(1/8) royalty interest for the purpose of allo c a t i n g costs ' 
and charges under the terms of t h i s order. 

(11) Any well costs or charges which are to be paid out 
of production shall be withheld only from the working 
interest's share of production, and no costs or charges 
shall be withheld from production a t t r i b u t a b l e to royalty 
interests. 

(12) A l l proceeds from production from the subject well 
which are not disbursed for any reason shall immediately be 
placed i n escrow i n San Juan County, New Mexico, to be paid 
to the true owner thereof upon demand and proof of 
ownership; the operator shall n o t i f y the Division of the 
name and address of said escrow agent within 30 days from 
the date of f i r s t deposit with said escrow agent. 

(13) Should a l l parties to t h i s forced pooling order 
reach voluntary agreement subsequent to entry of t h i s order, 
t h i s order shall thereafter be of no further e f f e c t . 

(14) The operator of the well and unit shall n o t i f y the 
Director of the Division i n w r i t i n g of the subsequent 
voluntary agreement of a l l parties subject to the forced 
pooling provisions of t h i s order. 

(15) J u r i s d i c t i o n of t h i s cause is retained for the. 
entry of such further orders as the Division may deem 
necessary. 
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DONE at Santa Fe, New Mexico, on the day and year 
hereinabove designated. 

STATE OF NEW MEXICO 
OIL CONSERVATION DI 

WILLIAM J. LE 
D i r e c t o r 

S E A L 


