
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. 9625 
ORDER NO. R-8910 

APPLICATION OF MARSHALL PIPE AND 
SUPPLY COMPANY FOR COMPULSORY POOLING, 
ROOSEVELT COUNTY, NEW MEXICO 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on f o r hearing at 8:15 a.m. on March 15, 1989, 
at Santa Fe, New Mexico, before Examiner Michael E. Stogner. 

NOW, on t h i s day 
D i r e c t o r , having considered the 
recommendations of the Examiner, 
premi ses, 

FINDS THAT: 

of A p r i l , 1989, the D i v i s i o n 
testimony, the record and the 
and b e i n g f u11y advised i n the 

(1) Due pu b l i c notice 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 
th e r e o f . 

(2) The a p p l i c a n t , Marshall Pipe and Supply Company, seeks 
an order pooling a l l mineral i n t e r e s t s from the surface t o the base 
of the Montoya formation underlying the f o l l o w i n g described acreage 
i n Section 23, Township 2 South, Range 29 East, NMPM, Roosevelt 
County, New Mexico, and i n the f o l l o w i n g described manner: 

the SW/4 SW/4 to form a standard 40-acre o i l spacing and 
p r o r a t i o n u n i t f o r any and a l l formations and/or pools 
developed on 4 0-acre spacing -, 

the SW/4 t o form a standard 160-acre p r o r a t i o n u n i t f o r 
any and a l l formations and/or pools developed on 180-acre 
spacing; and 
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the S/2 t o form a standsrd 320 - acre pr o r a t i o n u n i t f o r 
any and a l l formations and/or pools developed on 320-acre 
spacing (which p r e s e n t l y includes but i s not necessarily 
l i m i t e d t o the Tu 1 e-Pennsy1 vani an Gas Pool and the 
U n d e s i g na t e d Tule-Montoya G a s P oo1) , 

(3) A l l of the above-described u n i t s are t o be dedicated t o 
the e x i s t i n g Perry Well No, 1 d r i l l e d at a previously approved 
unorthodox gas well l o c a t i o n 990 f e e t from the South l i n e and 860 
feet from the West l i n e ( U n i t M) of said Section 23; see D i v i s i o n 
Order No. R-861? , dated March 23, 1988, 

(4) There are i n t e r e s t owners i n the proposed p r o r a t i o n u n i t s 
who have not agreed t o pool t h e i r i n t e r e s t s , 

(5) To avoid the d r i l l i n g of unnecessary w e l l s , t o p r o t e c t 
c o r r e l a t i v e r i g h t s , t o prevent waste and t o a f f o r d t o the owner of 
each i n t e r e s t i n safe! u n i t s the o p p o r t u n i t y t o recover or receive 
without unnecessary expense his j u s t and f a i r share of the 
p rod u c t i on i n a n y POO 1 comp1e t i o n re s u1t i ng from t h i s order , t h e 
subject a p p l i c a t i o n should be approved by pooling a l l mineral 
i n t e r e s t s , whatever they may be, wi th i n sai d un i t s , 

(6) The a p p l i c a n t should be designated the operator of the 
subject well and u n i t s , 

(7) Any non-consenting working i n t e r e s t owner should be 
afforded the o p p o r t u n i t y t o 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, 

(8) At the time of the hearing the a p p l i c a n t requested a 100 
percent r i s k penalty be imposed on the cost of d r i l l i n g said w e l l , 

(9) Any non-consenting working i n t e r e s t owner who does not 
pay his share of estimated well costs should have withheld from 
production his share of reasonable well costs plus an a d d i t i o n a l 
100 percent thereof as a reasonable charge f o r the r i s k involved 
i n the d r i 1 1 i ng of the we 11 , 

(10) Any non-consent i ng i n t e r e s t owner shou 1 d be af f orded the 
o p p o r t u n i t y t o object t o the actual well costs but actual well 
costs should be adopted as the reasonable well costs i n the absence 
of such o b j e c t i o n . 
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(11) Following determination of reasonable well costs, any 
non-consenting working i n t e r e s t owner who has paid his share of 
estimated costs should pay t o the operator any amount t h a t 
reasonable well costs exceed estimated well costs and should 
receive from the operator any amount t h a t paid estimated well costs 
exceed reasonable well costs. 

(12) $5010,00 per month while d r i l l i n g and $250.00 per month 
whi 1 e produci ng should be f i xed as reasonable charges f or 
supervision (combined f i x e d r a t e s ) : the operator should be 
authorized t o withhold from production the p r o p o r t i o n a t e share of 
such supervi sion charges a11ri butab1e t o each non~consenti ng 
wor k i ng i n t e r e s t , and i n a d d i t i on t h e r e t o , t he operator should be 
authorized t o withhold from production the p r o p o r t i o n a t e share of 
actual expenditures required f o r operating the subject w e l l , not 
in excess of what are reasonable, 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 . 

(13) A l l proceeds from production from the subject well which 
are not disbursed f o r any reason should be placed i n escrow t o be 
paid to the t r u e owner thereof upon demand and proof of ownership. 

(14) Should a l l the p a r t i e s t o t h i s force-pool ! ng reach 
voluntary agreement subsequent t o entry of t h i s order, t h i s order 
should t h e r e a f t e r be of no f u r t h e r e f f e c t . 

(15) The operator of the well and u n i t s should n o t i f y the 
D i r e c t o r of the D i v i s i o n i n w r i t i n g of the subsequent voluntary 
agreement of a l l p a r t i e s subject t o the f o r c e - p o o l i n g p r o v i s i o n s 
of t h i s order , 

IT IS THEREFORE ORDERED THAT: 

( 1 ) A l l minera 1 i n t e r e s t s , whatever they may be, from the 
surface t o the base of the Montoya formation underlying the 
f o l l o w i n g described acreage i n Section 23, Township 2 South, Range 
29 East, NMPM, Roosevelt County, New Mexico are hereby pooled i n 
the f o l l o w i n g described manner : 

the SW/4 SW/4 t o form a standard 40-acre o i l spacing and 
p r o r a t i o n u n i t f o r any and a l l formations and/or pools 
d e veloped on 40 - a c r e s paci n g; 

the SW/4 t o form a standard 160-acre p r o r a t i o n u n i t f o r 
a n y a n d a 11 f o r m a 11 o n s a n d / or p o o Is d e v e lope c! on 1 8 0 - a c r e 
spacing; and 
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the 5/2 t o form a standard 320-acre p r o r a t i o n u n i t f o r 
any and a l l formations and/or pools developed on 320-acre 
spacing (which presently includes but i s not necessarily 
l i m i t e d t o the Tul e-Pennsy1vanian Gas Pool and the 
Undesi gnated Tu 1 e-Montoya Gas Pool) , 

A l l of the above - described u n i t s are t o be dedicated t o the 
•5xi st i ng Per r y We 11 No, 1 d.r i 11 ed a t a previ ous 1 y approved 
unorthodox gas well l o c a t i o n 990 f e e t from the South l i n e and 660 
f e e t from the West l i n e (Unit M) of said Section 23; see D i v i s i o n 
Order No. R-8617, dated March 23, 1988. 

(2) Marshall Pipe and Supply Company i s hereby designated the 
operator of the subject well and u n i t s , 

(3) Within 3 0 days a f t e r the e f f e c t i v e date of t h i s order the 
operator s h a l l f u r n i s h the D i v i s i o n and each known working i n t e r e s t 
owner i n the subject u n i t s an itemized schedule of estimated well 
costs. 

(4) Within 30 days from the date the schedule of estimated 
well costs i s furnis h e d t o him, anv non-consenting working i n t e r e s t 
owner s h a l l have the r i g h t t o pay his share of estimated well costs 
t o the operator i n l i e u of paying his share of reasonable well 
costs out o f pro d u c t i o n , a n ci a n y s u c h o w ner- w h o p a y s h i s s h a re of 
estimated well costs as provided above s h a l l remain l i a b l e f o r 
op e r a t i ng costs but sha11 not be l i a b l e f or r i sk charges . 

(5) A n y no n-c o n sent i n g wo r k i n g i nt er e st ow n e r may, at l e a s t 
•'+5 clays a f t e r r e c e i v i n g the schedule of actual well costs but not 
more than 9 0 days a f t e r such r e c e i p t , f i l e w i t h the D i v i s i o n an 
o b j e c t i o n t c such costs; i f no o b j e c t i o n t o the actual well costs 
i s received by the D i v i s i o n and the D i v i s i o n has not objected 
w i t h i n the per i od f rom at 1 east 45 days t o wi t h i n 90 days f o 1 1owi ng 
r e c e i p t of said schedule, the actual well costs s h a l l be the 
reasonable well costs; provided however, i f there i s an o b j e c t i o n 
t o actual well costs w i t h i n the afores a i d 45th t o 90th day p e r i o d , 
the D i vi s i on w i l l ciete r mi ne reasonab 1 e well costs af te r pub 1 i c 
n o t i ce a nd hea r i ng . 

(6) Wit hi n 60 d a y s f o i l o w in g d e te rm i n at i o n of re as o na b1e w e 1 1 
cost s , a n y n o n c o n s e n t i n g w o r k i n g i n t e r e s t o w n e r w h o h a s p a i d h 1 s 
share of estimated costs i n advance as provided above s h a l l pay to 
the operator his pro rata share of the amount t h a t reasonable well 
c osts e x c e e ci e s t i m a t e ci w e 1 1 c o s t s a n ci shal 1 r e c e i v e from t h e 
operator his pro rata share of the amount t h a t estimated well costs 
e x c e e d r e a s o n a b1e we1 1 costs. 

(7) The operator i s hereby authorized t o withhold the 
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f o l l o w i n g costs and charges from production; 

(A) The pro rata share of reasonable well 
costs a 11 r i b u t a b1e t o e a c h non-
consenting worki ng i n t e r e s t owner who 
has not paid his share of estimated 
well costs w i t h i n 30 days from the 
date the schedule of estimated we 
costs i s f u r n i s he d t o him; a n d 

( B ) A s a c h a r g e f o r the r i s k. i n v o 1 v e d 
i n the d r i l l i n g of the w e l l , 100 
percent of the pro rata share of 
reasonable well costs a t t r i b u t a b l e 
t o each non-consenting wor ki ng 
i n t e r e s t owner who has not paid his 
share of estimated well costs w i t h i n 
30 days from the date the schedule 
of estimated we 11 cost s i s f u r n i s hed 
t c h i m , 

( 8 ) The op e r a t o r s h a 11 d i s t r i b u t e s a i d c o s t s and c h a r g e s 
withheld from production t o the p a r t i e s who advanced the well 
costs . 

(9) $5010,00 per month while d r i l l i n g and $250,00 per month 
while produci ng are hereby f i x e d as reasonable charges f o r 
s u p e r v i s i on (comb i n ed f i x e d ra t e s) ; t h e operater i s hereby 
authorized to withhold 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 t o 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 t o withhold from production the p r o p o r t i o n a t e share of 
actual expenditures required f o r operating such w e l l , not i n excess 
0 f w h a t are re a sona b 1 a, a 1 1 r i b u tab!e t o e a c h n o n-c o n s e n t i ng wo r k i n g 
1 n t e r e s t , 

(10) Any unleased mi neral i n t e r e s t s h a l l be consi dered a 
seven eighths (7/8) working i n t e r e s t and a one-eighth (1/8) r o y a l t y 
i n t e r e s t f o r the purpose of a l l o c a t i n g costs and charges under the 
terms of t h i s order, 

(11) An y we 11 cost s or charge s whi c h ar e t o be pa i d o u t ^ 6 f \ 
production s h a l l be w i thheld only from the working i n t e r e^t^m-J 
owner's share of p r o d u c t i o n , and no costs or charges s h a l l B e 
w i t hh eId f r o m production a 11ributa b1e t o ro y a 11 y i n t e r est s, 
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(12) A l l proceeds from production from the subject well which 
are not disbursed f o r any reason s h a l l be placed i n escrow i n 
Roo s e v e 11 C o u nty , N e w M e xi" co , t o b e p a i d t o the t r u e o w n er the r e o f 
upon demand and proof of ownership; the operator s h a l l n o t i f y the 
D i v i s i o n of the name and address of said escrow agent w i t h i n 30 
days from the date of f i r s t deposit w i t h said escrow agent. 

(13) Should a l l the p a r t i e s t o t h i s f o r c e - p o o l i n g reach 
voluntar y agreement subseque nt t o entry of t h i s order , t h i s order 
s h a l l t h e r e a f t e r be of no f u r t h e r e f f e c t , 

(14) The operator of the well and u n i t s s h a l l n o t i f y the 
Dir e c t o r of the D i v i s i o n i n w r i t i n g of the subsequent voluntary 
agreement of a l l p a r t i e s subject to the fo r c e - p o o l i n g p r o v i s i o n s 
of t hi s order, 

(15) J u r i s d i c t i o n of t h i s cause is reta i n e d f o r the entry of 
such f urther or der s as the Di v1si on may deem necessar y , 

D0NE at Santa Fe, New Mexico, on the day and year herei nabove 
desi gnated , 

STATE OF NEW MEXICO 
OIL CONSERVATION DIVISION 

WILLIAM J, LEMAY 
Di r e c t o r 

E A L 



STATE OF NEW MEXICO / , A ] 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT ll* 
OIL CONSERVATION DIVISION ) 

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

CASE NO. 9625 
ORDER NO, R- #?/0 

APPLICATION OF MARSHALL PIPE AND 
SUPPLY COMPANY FOR COMPULSORY POOLING, 
ROOSEVELT COUNTY, NEW MEXICO 

ORDER OF THE DIVISION 

BY THE DIVISION; 

This cause came on f o r hearing at 8:15 a.m. on March 15, 1989, 
at Santa Fe, New Mexico, before Examiner Michael E, Stogner, 

NOW, on t h i s day 
D i i" e c t o r , h a v i n g con s i d ered t h e 
r ec omrne nda t i on s of t he Exami ne r , 
p r e m i s e s , 

of Ap r i 1 , 19 8 9, t he D i vi s i on 
testimony, the record and the 
a nd being f u1 1y a d vised i n t h e 

FINDS THAT; 

(1) Due pu b l i c notice 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) The a p p 1 i c a n t , M a r s h a 1 1 P i p e a n cl S u p p 1 y Company , s e e k s 
an order pooling a l l mineral i n t e r e s t s from the surface t o the base 
of the Montoya formation underlying the f o l l o w i n g described acreage 
i n Section 23, Township 2 South, Range 29 East, NMPM, Roosevelt 
C o u n t v , N e w M e x i c o , a n ci i n the f o 1 1 o w i n g desc r i bed m a n n e r : 

t he SW/4 SW/4 t o f orm a sta ndarcl 4 0 --ac re o i l spac i ng anc! 
p r o r a t i o n uni t f or any anc! al 1 f ormat jons anci/or poo 1 s 
c! e v eloped on 4 0 - a c r e spa c i n g ; 

t h e S W/4 t o f o r m a s t a n d a r ci 1 6 0 - a c r e p r o r a t i o n u n i t f o r 
a n y a n d a 11 form a t i o n s and / o r p o o 1 s ci e v e 1 op e ci on 160 - a c r e 
spacing; and 
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t h e S/2 t o form a standard 3 2 0 - a ere p r o r a 11o n u n i t f o r 
any and a l l formations and/or pools developed on 320-acre 
s p a c i ng <w h i c h presen f l y i n c l u d e s but i s no t n e c e s s a r i1y 
l i m i t e d t o the Tul e-Pennsylvanian Gas Pool and the 
IJndes i gnated Tul e -Mcntoya Gas Poo 1 ) . 

(3) A l l of the above-de sen" bed u n i t s are t o be dedicated t o 
the exi s t i ng Per ry We 1 1 Nc , 1 dr i11ed at a p r e v i o u s l y approved 
unorthodox gas well l o c a t i o n 990 f e e t from the South l i n e and 660 
feet from the West l i n e (Unit M) of said Section 23; see D i v i s i o n 
Order No. R-86 17, dated March 23, 1988. 

V( j f ) There are inter 1 est owner s i n the proposed p r o r a t i on uni t s 
who have not agreed t o pool t h e i r i n t e r e s t s , 

K i f ! ) To avoid the d r i l l i n g of unnecessary w e l l s , t o p r o t e c t 
c o r r e l a t i v e r i g h t s , to prevent waste and t o a f f o r d t o the owner of 
each i n t e r e s t i n said u n i t s the o p p o r t u n i t y t o recover or receive 
wi" thout unnece s sar y e xpe n se h i s j u st and f a i r share of the 
p r o d u c t i on i n an y poo1 comp1etion re s u1t i ng f rom t hi s orde r , the 
subject a p p l i c a t i o n should be approved by pooling a l l mineral 
i n t e r e s t s , whate ver they may be, wi th i n sai d un i t s , 

I (?) The app1i cant shou1d be desi gnated the operator of the 
subject well and u n i t s . 

(>8) Any non-c<:>nsenti ng work i ng i n t e r e s t owner shou 1 d be 
a f f o r d e d t h e o p p o r t u n i t y t o p a y h i s s h a re of est i m a t e cl w e l l costs 
to the operator i i i l i e u of paying his share ef reasonable well 
costs out of production, 

£"(/rT') At the time of the hearing the a p p l i c a n t requested a 100 
percent r i s k penalty be imposed on the cost of d r i l l i n g said w e l l . 

°f ( y6 ) A n y non- c o n s e n t i n g w o r !< i n g i n t e r e s t o w ner w h o d o e s not 
pay his share of estimated well costs should have withheld from 
p rod u c t i o n his sh a r e of r e a s o n a b 1 e w e 1 1 c osts plus a n a d cl i t i o n a 1 
10 0 p e r c e n t t h e r e of as a reaso n a b 1 e c h a r g e for' the r i sk i n v o 1 v e d 
i n the dr i 1 1 i ng of the we 11 . 

(&{ )A ) A n v n o n - c o n s ent i n g i n t e r e s t o w n e r s ho u 1 d b e a f f o r d e d t he 
o p p o r t u n i t y t o object t o the actual well costs but actual well 
c osts s h o •• j Id be a d o p t e d a s t h e r e a s o n a b 1 e well costs i n he absence 

;uch o b j e c t i o n 
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' ( ( y f ) Following determination of reasonable well costs, any 
non-consenting working i n t e r e s t owner who has paid his share of 
e s t i ma ted cos t s s ho u1d p a y t o the ope ra t o r a n y amou nt t h a t 
reasonable well costs exceed estimated well costs and should 
receive from the operator any amount t h a t paid estimated well costs 
exceed reasonable well costs. 

1 ^ $ 5 0 10.00 per month while d r i l l i n g and $250,00 per month 
w h i 1 e producing s h o u1d b e f i x e d a s reason able ch arges f o r 
supervision (combined f i x e d r a t e s ) ; the operator should be 
authorized t o withhold 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 should be 
authorized to withhold from production the p r o p o r t i o n a t e share of 
actual expenditures required f o r operating the subject w e l l , not 
1 n e xcess of what are r «a scnab 1 e , a t t r i butabl e to eac h non-
consent i n g w o r !< i n g i n t e r e s t . 

' Al 1 proceeds from production from the subject well which 
are not disbursed f o r any reason should be placed i n escrow t o be 
paid t o the t r u e owner thereof upon demand and proof of ownership. 

( f t ) Should a l l the p a r t i e s t o t h i s force** pool i ng reach 
vol untary agreement subsequent to entry of t h i s orcier , t h i s orcier 
should t h e r e a f t e r be of no f u r t h e r e f f e c t . 

(y)rf) The operator of the well and u n i t s should n o t i f y the 
D i r e c t o r of the 01v i si o n i n w r i t i n g of t he subsequent volunt a r y 
agreement of a l l p a r t i e s subject t o the force pooling p r o v i s i o n s 
of t h i s order , 

IT IS THEREFORE ORDERED THAT: 

(1) A l l mineral i n t e r e s t s , whatever they may be, from the 
surface t o the base of the Montoya formation underlying the 
f o l l o w i n g described acreage i n Section 23, Township 2 South, Range 
2 9 East, NMPM, Rooseve11 County, New Mexi co are hereby poo1ed i n 
the f o l l o w i n g described manner: 

the SW/4 SW/4 t o form a standard 4 0-acre o i l spacing and 
p r o r a t i o n u n i t f o r anv and a l l formations and/or pools 
d e v e 1 op e d o n 4 0 - a c r e s p a c i n g ; 
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the SW/4 t o form a standard 160--acre p r o r a t i o n u n i t f o r 
any and a l l formations and/or pools developed on 160-acre 
spac i ng; and 

the S/2 t o form a standard 3 20-acre p r o r a t i o n u n i t f o r 
any and a l l formations and/or pools developed on 320-acre 
s p a c i ng (wh i c h pr esent1y i n c1u de s b u t i s not nece ssa r i1v 
l i m i t e d t o the Tu 1 e-Pennsy1vanian Gas Pool and the 
Undesignated Tu 1 e--Montoya Gas Pool), 

A l l of the above- de scribed u n i t s are t o be dedicated t o the 
e xi s t i n g Pe r r y Well N c . 1 dr i11ed at a pre v i ou s1y appr oved 
unorthodox gas well l o c a t i o n 990 f e e t from the South l i n e and 660 
fe e t from the West l i n e (Unit M) of said Section 23; see D i v i s i o n 
Order No, R-861? , dated March 23, 1988, 

(2) Marshall Pipe and Supply Company is hereby designated the 
operator of the subject well and u n i t s , 

(3) Within 30 days a f t e r the e f f e c t i v e date of t h i s order the 
operator sha 1 1 f urni sh the Di v i si'on and each known wor ki ng i ntere st 
ow n e r i n th e s ub j e c t u n i t s a n i t e m i z e d s c h e d u1e of est i mate d we11 
costs, 

(4) Within 3 0 days from the date the schedule of estimated 
we 11 costs i s f u r n i sheet t o h i m, a ny non-cons e n t i n g wo r k i n g i n t e r est 
owner- s h a l l have the r i g h t t o 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 s h a l l remain l i a b l e f o r 
operating costs but- s h a l l not be l i a b l e f o r r i s k charges. 

(6) Within 60 davs f o l l o w i n g determination of reasonable well 
cost s , a n y non-c on se n t i ng wo r k i ng i n t e r e s t owne r who has pa i d h i s 
share of estimated costs i n advance as provided above s h a l l pay t o 
the operator his pro rata share of the amount t h a t reasonab1e we11 
costs exceed estimated well costs and s h a l l receive from the 
operator his pro rata share of the amount t h a t estimated well costs 
exceed reasonable well cost:;, 

<T JjtZ) Any n o n - c o n s e n t i ng w o r k i ng i n t e r e s t owner may ,-- a i r ~ T e a s t 
45 days a f t e r r e c e i v i n g the schedule of actual well costs but not 
rnoi"e t han 9 0 days af t e r such r ecei pt , f i 1 e wi th the D i vi s i on an 
o b j e c t i o n t o such costs; i f no o b j e c t i o n t o the actual well costs 
i s rece i vecl by t he D i v i s i on a nd t he D i v i s i on has not objected 



w i t h i n the p e r iod from at 1 e a s t 4 5 d a y s t o w i t h i n 9 0 ci a y s f o 1 1 o w i n g 
r e c e i p t of said schedule, the actual well costs s h a l l be the 
reasonable well costs; provided however, i f there i s an o b j e c t i o n 
t o actual well costs w i t h i n the aforesa i d 4 5th t o 90th day p e r i o d , 
t h e 01 v i s i o n w i 1 1 ci e t e r m i n e r e a s o n a b 1 e w e 1 1 c o s t s a f t e r p u b 1 i c 
n o t i c e a n ci hea r i n g . 

(?) The operator i s hereby authorized to withhold the 
f o1low i n g c o s t s a nd c ha rg e s from pro d u c t i o n: 

(A) The pro rata share of reasonable wel l 
costs attributable to each non-
consenti ng wor ki ng i nterest owner who 
has not paid his share of estimated 
w e l l costs w i t h i n 3 0 d a y s f r o m t i'i e 
d a. t e the s c h e ci u 1 e o f est i m a t e d w e 1 1 
c osts i s f u i" n i s h e d t o h i m t *v*Jt» 

( E ) A s a c h a r g e f o r the r i s k i n v o 1 v e cl 
i n the d r"i 1 1 ing of the w e l l , 100 
percent of the pro rata share of 
r e a s o n a b 1 e w e 1 1 c o s t s a 11 r i b u t a b 1 e 
t o e a c h n o n ~ c o n s e n t i n g w o r k i n g 
i n t e r est o w n e r w h o ha s not pa i d his 
share of e s t i ma t e ci well costs w i t h i n 
?0 days from the date the schedule 
of estimated well costs i s furnished 
t o h i m , 

(8) The operator s h a l l d i s t r i b u t e said costs and charges 
wi thne 1 ci from product i on t o t he par t i e s who ad va nced t he we 1 1 
costs, 

(9) $50 10.00 per month while d r i l l i n g and $250,00 per month 
v/hi 1 e produci ng are hereby f i x e d as reasonab 1 e charges f or 
s uPer vi si on ( combi ned f i xecl rates ) ; the operator i s hereby 
a u t h o r i zed to withhold from production the prop 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 t o each non-consenting 
w o r k i n g i n t e r est , a n ci i n a cl cl i t i o n t h e r e t o , t h e ope r a t o r i s her- e b y 
a u t h o r i zed t o w i thho I d f r om p r oc! u c t i on the p r op o r t i o n a t e sh a re of 
actual expenditures required f o r 'operating such w e l l , not i n excess 
0 f w h a t a r • e rea so ,• t a b 1 e , a 11 r i b u t a b 1 e t o e a c h n o n - c o n sent i n g w o r k i n g 
1 n t e r e s t , 

(10) Any unleased m i neral i n t e r e s t s h a l l be consi dered a 
seven -eighths (7/8) working i n t e r e s t and a one-eighth (1/8) r o y a l t y 
i n t e r e s t f o r the purpose of a l l o c a t i n g costs and charges under the 
te r ms of t h i s orcie r , 
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(11) Any well costs or charges which are t o be paid opt of 
Producti on sha 1 1 be wi t hhe 1 d on 1 y f rom the wor ki ng i nter est Ns/share 
of p roduction, and no costs or charges sh a l l be withheld from 
producti on a t t r i butable t o roya11y i n t e r e s t s, 

(12) A l l proceeds from production from the subject well which 
are not disbursed f o r anv reason s h a l l be placed i n escrow i n 
Roose ve11 County, New Mexico, to be pai d t o the true owner thereof 
upon demand and proof of ownership; the operator s h a l l n o t i f y the 
D i v i si on of t h e n a m e a n d a ddr e ss of s a i d e scro w a g e n t w i t h i n 3 0 
days from the date of f i r s t deposit w i t h said escrow agent. 

(13) Shou 1 d a 1 1 the p a r t i es to t h i s f orce — poo 1 i ng reach 
vo1untar y agreement subsequent t o entr y of t h i s order, t h i s order 
s h a l l t h e r e a f t e r be of no f u r t h e r e f f e c t . 

(14) The operator of the well and u n i t s s h a l l n o t i f y the 
0 i r ector- of the D i v i s i on i n wr i t i iig of the s ub seq ue nt vo 1 untar y 
agreement of a l l p a r t i e s subject t o the f o r c e . p o o l i n g p r o v i s i o n s 
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 i s retained f o r the entry of 
such f u r t h e r orders as the D f v f s f on may deem necessary, 

DONE at Santa Fe, N;w Mexico, on the day and year hereinabove 
d e s i g n a ted. 

STATE OF NEW MEXICO 
OIL CONSERVATION DIVISION 

WILLIAM J, LEMAY 
Di r e c t o r 

S E A L 


