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(5) There are interest owners in the proposed proratlon
unit who have not agreed to pool their interests.

(6) In anticipation of 320-acre spacing in the Basin
Fruitland Coal (Gas) Pool the applicant proposed to said mine-._-a!
interests the establishment of the subject unit prior to the
issuance of said Order No. R-$768.

( 7 ) On November I, 1989, the app!ic.~nt filed th~s
application for hearing with the Oil Conservation Div~ision.

(8) Although there appears to have been insufficient t.im~~

(between the date 320-acre spacing was established and when the
applicant proposed compulsory pooling) for all p~rties involved
to reach a decision on voluntary .agreement no interested party
appeared and/or objected to this or any other issue in this
matter.

(9) To avoid the drilling of unnecessary wells, to protect
correlative 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 coal gas in said pool~ the subject application should be
approved by pooling all mJmeral interests, whatever they m~_y be,
within said unit.

(I0] The applicant should be designated the operate,_- of the
subj~ct well and unit.

(!I] Any non-consent%ng wo:-ki.ng J.nterest ow,~=r should be
afforded the opportunity to pay his share of estimated well costs
to the operator in lieu of paying his share of reasonable well
costs cut of production.

(!2) At the time of the hearing the appli<ant requested ~

200 percent risk penalty be imposed on the cost of drilling ~-~i@
well

(].9) Based on the geo!ogi.’~a! evidence presented :{t ~he
hearing in this matter and on the record in said Case No° 9-~<~
(of which administrative notJce was taken at the bearing), the
proposed 200 percent risk penalty is somewhat e~--cessive and
should therefore be reduced t-.’: !~6 percent.

(~ ~) Any non-consenting working interest owner who ~oes not
[~’ay hJ_s share of estimated well costs should have withheld from
productlon his share of re~song~b!e well. costs plus an additional
156 percent thereof as a r~asonab!e charge for the :’!sk ~nvo!ve~
in the drilling of the well.
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(15) Any non-consenting ~+~+ owner should be ~:,,.r,~.-,f~
the opportunity to object to the actual well costs but actual

] COSTSwea~ should be adopted as the reasenab!=,_ well ...~,~=+=~. ~.n thp
absence of such objection.

(! 6) Following dete~m~na .... n of rea.~.onab!e i co~.ts a~y
"- 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 ~hou]d
receive from the operator any amount that paid estimated well
costs exceed reasonable well costs.

(].7) $3500.00 per montl-: whiie drilling 9_nd $300.00 per month
while producing should be fixed as reasonable charges for
supervise.on (combined f-:_xed rates) ; the ~ -+~op.. r~, .... r sho~ild b~~
authorized to withhold from production the proportionate share of

~= =+t~h~’+able to each non- o, ~=ntsuch supervision charg ....................... c_,,] ....... !ng
" " r~ ’workln,~. ~.nterest, and in ~,..,-~-~di~o ~_,_,._..~,..: thereto, the operator should be

authorized to withhold from production thep.~.-onc~t-:or, ate..~ ......... =~,.=~-=~._ of
actual expenditures required. [c-r operating the subject we!l, not
:.:_.n e’.<:ces ~ of what are ~-~a~:)n~] ~attrl~,~,1.~ :_ a, ~- ~’.I~- +~ e ach._ nc-n-
consenting working interest~

(18} All proceeds from prod1/ction =tom ~h~ s~bJ.:~+ we3 
which a:e not disbursed for any reason should be pl ...... <~ in =scrc-w
t,) be pald to the true owne~_- thereof upon demand _=~;~.d proof cf
ownership,

(].~-)... Upon the failure of the ,-n~._.~_=~.,~.~ ...... ~.f~. s=id p¢,)!~<; ,,p~ ........... ,-.~...
comme’_]ce drilling of the well to which said unit Is dedicated on
,or before March 15 19~P, the -~= ==~ ~t, _ , o r{.~..: r ..moo I ing .....d ,~n _ thou] .a,_,
become n!ll! and void and ?f n:~ further effect whatsoever.

) Should all ,~ ~ pa ......... to t~= force-Fcol-inc reach
v~] .... t~--:- agreement sub~.e_~u ...... t........... ~ = ~ =~t to entry of this order, his order
sho~!d thereafter be of no further effect,

-=.",_ ) The operator ~,~_ ~ -~.~_.=~._ well and ’,,nit, ~-:~o,,] a~, ~,~., nc, t.~ ~ ~ ....
Di~=c~%r e£ the Division ~.~ wr1~-~ o ~: th~ ~,h~c..,~=~:+ vc.!l!nt~.y:..:
~’~=m~t of all parties subj =-* ~, the force-p-.~elJng ~--,~,i~,- ....
of this order.
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IT IS THEREFORE ORDERED THAT:

(I:’ All mineral interests, whatever. __ they mav~ be? ar=_ :-.~-~.h~,~__._~1
rod._ ,_ y~.n ~ E / -~poo!ed in the Basin-Fruitland Coal (Gas) Pool [ ~" ~ ~ th e ._

of Section 8, Township 30 North, Range 9 West~ NMPM, San ~]ug.n
County, New Mexico, forming a standard 320-acre spacing and
proration unit for said pool:, to be dedicated to its Pierce Com
Well]. No. 251 to be drilled at a standard coal gas well [oc,gtion
in the %~E/4 NE/4 (Unit A) of saJ_d Section 

PRO’-]IDED HOWEVER THAT~ the operator of said unit ~hal~

...... w__. 1 on orcommune= the drilling of said ~ before the !5th day of

March, ]989, and shall thereafter continue the drilling of said
well with due diligence to a depth s[[fficient to test the Basin-
Fruitland Coal (Gas) Poolt~

PPOVIDED FURTHER THAT, in the event said :~perator does not
commen~c-e--t-he drilling of said well on or before the !Sth day ,0f
March, 1989, Ordering Paragraph No, (I) of this order shall 

null and void and of no effect whatsoever, unless said~Ji~,:~,+,~<.~
obtains = time extension ~~ +"~P .............. ¯ .m ...... Division for good ~=u~e sho%:n.

P~OVIDED FURTHER THAT, should said well not be drilled to
¯ wL,_h]n 120 days after commencementcompietion, or abandonment, " ~ ~ ’

thereof, said operator shall appear before the Divisio<] Director
and show cause why Ordering Paragraph NO o (I~ of th~_s order
should not be rescinded,

{:.-.) Meridian Oil, Inc i~ ~-~" de~-ig ~+~’ ~1:e operator .~t

the subje<’t well and unit.

(~) After the effective date of this o:;:der and w2tbi~ 
O~ er~...o_~ays prior to commencing ....... d we!l, the a =~ r shal furnJ.sh

tb~ DJvision and each known wn,~kJi~ ":] interest nw~r Jn +~e --q}~e~+

<~nit an itemized schedule of estimated well costs.

( ,~ ~ Within 30 day< from the date of the ....h_.u ...... ~ . ,
est,_mated well costs is furnished +~ him ~ny non-.~,.::~ _n _ng

’ ~,e right to pay his sba<r, nf:working interest owner Shall gave +~, ¯ -
estima[ed well costs to the .~,~,o~-a+o~ in lieu of paying his share

who pays his share of estimated well cost.~ as provided above
shall remain liable for A,-~r=+ing cost.’_-~ hut ~:h%l[ nn~ h~ ] ’ablo-
for risk charges,
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(5) The operator shall fu~:nish the Division and each known
working interest owner an itemi.zed schedule of ~ctua! well -=~co~, ..~
within g0 days following completion of the well; if n,9 ebject~on
to t-he actual well costs is L’eceived by the Division and the
Division has not objected ;~ t .~ " 5 ..........w~,in 4 days ~ol]nwi~g receipt nf
said E.chedule, the actual wel_L co~ts shall be the reasonable well
costs; provided however, if there is an objection tc ;?~ct:~al ~’el!
co:zts within said 45-day period the D1vislon will determine
~’easonable well costs after p;iblic notice and hearing.

.r~’_ Within 60 days ~ollowing~ determination cf reascnab!e
non ~on~ep..-.~nc working intere,~t owner who ~.as

paid his share of estimated costs in advance as provJ.ded above
s t =shall p~y the to operator h~t pro rata share of ..h,_ amount that

reasen~ble well costs exceed estimated well costs and sha!~!
receive from the operator his pr..; rata share of the amcunt that
estimated well costs exceed reasonable well costs.

( ~., ) The operator i~ h=r~bv_ ~_ _ _ ~, ~ authorized te w~_ ~ hh,~_ l~ ti~.
f=e_!owing costs and ~,~harges from pr~.da .... i .......

(A) The pro rata share of reasonable
well costs attributable to each
non-consenting wor~=ing interest
owner who has net paid his sh_~re of
estimated well cc~ts within 30 days
from the date the schedule ~f
estimated well .ce~t~ is f,l~ni .... ed
to him.

(B) As a charge fo~- the risk involved
in the dr’.lling ef the well. 156
percent of the pro rata share of
reasonable we!! costs attributable
to each noD-consenting working
interest o~.4ner who has not paid his
share of estimated well costs
within ,30 ~=,,= from the date th~
schedule of estimated well costs ~s
furnished te him~

(~) The operator sha!], diztrib’.ite ~aid co._=ts ~nd charue~
withheld from production to the parties who advanced the well.
cast: ."~ o
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(9) $3500.00 per month while drilling and $200.00 per month
while producing are hereby fixed as reason~.b!e charges for
supervis ion ( combined fixed rates ) ; the operator is hereby
authorized to withhold from production the proportionate share of
such supervision charges attributable to each Don-c©nsentil-g
working i:,%terest, and in addition thereto, the ope~ato;: is hereby
a:~t.bor::zed to withhold from production the rono~-ti~nate share ¢.fp ~ ......

actna] expenditures required for operating such well, not in
excess of what are re ..... n ~b 1. _ ,. attributable -~o eazh ~,:, on-
~.on~.~,~ing working interest

(!0) Any un!eased mJ.nerai interest shall be con~<idered 
sever.-e~.ghths (7/8) working interest and e. one-eighth (]/8)
roynlty interest for the purr)ose, of allocat ~_,~:g ~,~=.~.~.~ and charges
under the terms of this order~

(~I)._~ ......~ny well costs or ch-~.r~-~. ....,_ ~__ which are te be pai ~_. .~u ~_ ~_ of

production shall be withheld cn!y from the working interest’s
~hare <.-~=. production, and no c~sts.~ or charges shal ~ be w?ithheld
from pr~.duction attributeb~--e to royalty interests.

(]2) All proceeds from production ~rom._ the ~,’h~,~..~ect we]]
which .are not disbursed for any reason shall be placed in escrow
in san Juan County, New Me~<ico, to be paid to the true ow’~er
thereof v~pon demand and proof .~f ownership; the opera,or ~b~.l\

¯ ~ ~ --. ~,= ~_nd address of sa~d e~crow a..~ ..... tnotify the Division of +h = _La ....... ~o,~

withln 30 days from the date of first deposit with ._<~d esc.ro:..f

acent,

~13 ~ Should all the pa~Tt~e ~ to this force-pooling r:,a~h
voluntary agreement subsequent to entry of this order, this order
~ha!! :~hereafter be of no further effect.

[’_,4} The operator of the well and unit shall notify the
Oirector of the Division i.r~ wr!t~.n~ of the ~=,Llb~-~-:.16 .... v.~.lq~tat’y

~--=~m=n ÷ of all partles subject to the force-~oo]i~g ..... t.._nr~,,":~~ .....zon~’

of th~.s order.

(]5) Jurisdiction of thJs cause is retained for the entry -of
suc!~ f~rther orders as the Di::ision may deem ne..._~.cr~.
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DONE at Santa Fe New Mexico, on the day and ye~v

hereinabove designated.

STATE OF NEW MEXICO

~
~ISION

WILLIAM J.. LEM~Y
Director

$ E A I, )


