
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. 9369 
ORDER NO. R-8673 

APPLICATION OF HIXON DEVELOPMENT 
COMPANY FOR COMPULSORY POOLING, 
RIO ARRIBA COUNTY, NEW MEXICO 

ORDER OF THE DIVISION 

BY ""HE DIVISION : 

Th is cause came on for hear ing at 8:15 a . m . on May 25, 1988, at 
Sant3 Fe, New Mexico, before Examiner Michael E. S togner . 

NOW, on th is 2 4 t h day of J u n e , 1988, the Div is ion 
D i rec to r , hav ing cons idered the tes t imony , the record and the 
recommendations of the Examiner , and being f u l l y adv ised in the 
premises, 

FINDS T H A T : 

(1) Due pub l ic not ice hav ing been g iven as requ i red by law, the 
Div is ion has j u r i sd i c t i on o f th is cause and the subject matter the reo f . 

(2) The app l i can t , Hixon Development Company, seeks an order 
pool ing all mineral in te res ts in the Gavi lan-Mancos Oil Pool u n d e r l y i n g 
al l o' r Section 36, Townsh ip 26 N o r t h , Range 2 West, NMPM, Rio A r r i b a 
C o u n t y , New Mexico, to form a s tandard 640-acre oi l spac ing and 
p ro ra t i on un i t for said poo l , to be dedicated to the app l icant 's 
Tapa: i tos Well No. 4 located 1100 feet f rom the South l ine and 1600 
feet from the East l ine (Un i t 0 ) of said Section 36. 

(3) The Tapaci tos Well No. 4 was spudded on December 9, I985 , 
and was completed in the Gavi lan-Mancos Oil Pool on March 1 , I986, on 
a s tandard 320-acre oil spac ing and p ro ra t i on u n i t cons is t ing of the 
S/2 c f said Section 36, all in accordance w i t h the Tempora ry Rules and 
Regulat ions for the pool as promulgated by New Mexico Oil 
Conservat ion Commission Order No. R-7407 dated March 1 , I984. 

(4) The New Mexico Oil Conservat ion Commission by Order No. 
R-7407-E, en te red June 8, I987, en larged the s tandard spacing and 
p ro ra t i on un i ts w i th in the pool to 640 acres cons is t ing of a 
governmenta l sec t ion , bu t g ran ted an except ion to the new spacing 
ru le for any 320 -acre oil spacing and p ro ra t i on u n i t formed p r i o r to 
June 8, I987. 
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15) Pursuan t to the prov is ions of New Mexico Oil Conservat ion 
Commission Order No. R-7407-E, the 320-acre oi l spacing and p ro ra t i on 
un i t cons is t ing of the S/2 of said Section 36 and dedicated to the 
Tapaci tos Well No. 4 was approved as a non -s tanda rd oi l spacing and 
p ro ra l i on u n i t in the poo l . 

(6) A t the time of the hear ing the app l icant demonstrated tha t 
recoverable reserves u n d e r l y i n g said Section 36 are i nsu f f i c i en t to 
jus t i f y the d r i l l i n g of a second well in the sec t ion , tha t the Tapaci tos 
Well No. 4 wi l l adequate ly d ra in the en t i re sec t ion , and tha t the 
d r i l l i n g of a second well in the sect ion would be uneconomical and 
would resu l t in waste. 

(7) Pr ior to the date of the hear ing in the case, al l owners of 
w o r k i r g in teres ts in the sect ion entered in to v o l u n t a r y agreements for 
the reformat ion of the ex i s t i ng non -s tanda rd 320-acre oi l spac ing and 
p ro ra t i on un i t for the Tapaci tos Well No. 4 to a s tandard 640-acre oi l 
spacing and p ro ra t i on u n i t cons is t ing of all of said Section 36. 

(3) Bi l l ie Rob inson, the owner of 7.5% o v e r r i d i n g roya l t y 
in te res t in and under the Un i ted States Oil and Gas Lease Serial No. 
NM-7993 insofar as said lease covers the S/2 and NW/4 o f said Section 
36, has re fused to concur in the re format ion of the ex i s t i ng 
non -s tanda rd 320-acre oi l spacing and p ro ra t i on un i t to a s tandard 
640-acre u n i t . V i r g i l H a r t q u i s t , the owner of a 5% o v e r r i d i n g roya l t y 
in teres t in and under the Uni ted States Oil and Gas Lease Serial No. 
NM-31J77 insofar as said lease covers the S/2 NE/4 and NW/4 NE/4 of 
said Section 36, was not contacted rega rd i ng the re format ion of the 
e x i s t i n g non -s tanda rd 320-acre oi l spacing and p ro ra t i on u n i t , t hough 
the apo l icant made d i l i gen t and reasonable e f f o r t s for tha t purpose by 
mail ing not i f i ca t ion of the appl icat ion in th is case to Mr . Ha r tqu i s t at 
each of his two (2) l as t - known addresses by ce r t i f i ed l e t t e r , r e t u r n 
receipt r eques ted , which mai l ings were r e t u r n e d to the app l icant 
unde l i ve rab le . 

(c. ) The lands in said Section 36 are covered by th ree (3) 
separate federal oil and gas leases, each o f wh ich prov ides for a 12.5% 
roya l t y in te res t to the Uni ted States of Amer ica . 

(10) The aforement ioned owners of the o v e r r i d i n g roya l t y 
in te res ts and roya l t y in te res t under the federal oi l and gas leases 
cove r i ng the lands in Section 36 d id not enter appearances at the 
hear inc . 

(11) To avoid the d r i l l i n g of unnecessary we l l s , to p ro tec t the 
co r re la t i ve r i g h t s o f var ious w o r k i n g , roya l t y and o v e r r i d i n g roya l t y 
i n t e res : o w n e r s , to p reven t waste and to a f f o r d to the owner of each 
i n te res : in Section 36 the o p p o r t u n i t y to recover w i thou t unnecessary 
expenso his j us t and fa i r share of the hyd roca rbons in the 
Gavi lan-Mancos Oil Pool, th is appl icat ion should be approved by 
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pool ing all r oya l t y and /o r o v e r r i d i n g roya l t y i n t e r e s t s , whatever they 
may t e , w i t h in said s tandard 640-acre oil spacing and p ro ra t i on un i t 
cons is t ing of Section 36, Townsh ip 26 N o r t h , Range 2 West, NMPM, 
Rio A r r i b a C o u n t y , New Mexico. 

(12) App l i can t ' s p roposa l , made at the time of the h e a r i n g , tha t 
the e f fec t i ve date of an o rde r issued in th is case be A p r i l 1 , 1988 is 
reasorab le and should the re fo re be adop ted . 

(13) The appl icant should be designated the operator of the 
subject well and u n i t . 

(14) A l l proceeds f rom p roduc t ion f rom the subject well wh ich are 
not d i sbu rsed for any reason should be placed in escrow to be paid to 
the t r j e owner thereo f upon demand and p roo f o f o w n e r s h i p . 

(15) Should all par t ies to th is forced pool ing reach v o l u n t a r y 
agreement subsequent to e n t r y of th is o r d e r , th i s o rder shall 
t he rea f te r be of no f u r t h e r e f f ec t . 

(16) The operator of the well and u n i t shal l no t i f y the D i rec to r of 
the Div is ion in w r i t i n g o f the subsequent v o l u n t a r y agreement of all 
part ie: ; sub jec t to the forced pool ing prov is ions of th i s o r d e r . 

IT IS THEREFORE ORDERED THAT: 

( I ) A l l r oya l t y in teres ts and o v e r r i d i n g roya l t y in teres ts in the 
Gavi lan-Mancos Oil Pool u n d e r l y i n g al l of Section 36, Townsh ip 26 
N o r t h , Range 2 West, NMPM, Rio A r r i b a C o u n t y , New Mexico, are 
hereby pooled to form a s tandard 640-acre oi l spacing and p ro ra t i on 
u n i t to be dedicated to the Tapaci tos Well No. 4 located 1100 feet f rom 
the South l ine and 1600 feet from the East l ine (Un i t 0 ) of said 
Section 36. 

( ! ) Hixon Development Company is hereby des ignated the 
operator of the sub jec t well and u n i t . 

(:i) A l l proceeds from p roduc t i on f rom the sub jec t well wh ich are 
not d i sbu rsed for any reason shall immediately be placed in escrow in 
Rio A r r i b a C o u n t y , New Mexico, to be paid to the t r ue owner thereo f 
upon demand and p roo f of owne rsh ip ; the operator shall no t i f y the 
Div is ion of the name and address o f said escrow agent w i t h i n 30 days 
from the date of f i r s t deposi t w i th said escrow agen t . 

('[) Should al l par t ies to th is fo rced pool ing reach v o l u n t a r y 
agreement subsequent to the e n t r y of th is o r d e r , th is o rder shall 
t he rea f te r be of no f u r t h e r e f f ec t . 
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(5) The operator of the well and un i t shal l no t i f y the D i rec to r o f 
the Div is ion in w r i t i n g of the subsequent v o l u n t a r y agreement of all 
par t ies subject to the fo rced-poo l ing prov is ions of th i s o r d e r . 

(6) The e f fec t i ve date of th is o rde r shal l be A p r i l 1 , 1988. 

(7) Ju r i sd i c t i on of th is cause is re ta ined for the e n t r y of such 
f u r t h e r o rde rs as the Div is ion may deem necessary . 


