


STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL CONSERVATION DIVISION

APPLICATION OF APACHE CORP.
RE-OPEN CASE NO. 16142 AND
MODIFY ORDER NO. R-14765 TO
ALLOW FOR DRILLING OF A
SUBSEQUENT WELL AND
COMPULSORY POOLING,
EDDY COUNTY, NEW MEXICO.

CASE NO. 16142 (Re-opened)

ORDER NO. R-14765
Laci Stretcher, being duly sworn, deposes and states:

1. I am a landman for Apache Corporation (“Apache™), and have personal knowledge of the
matters stated herein. I have been qualified by the Division as an expert petroleum landman.
2. On May 17, 2018, Apache presented an application in Case No. 16142 which requested
the approval of a non-standard spacing and proration unit, the pooling of all uncommitted mineral
interests, and the approval of non-standard locations within the $/2 N/2 of Section 26, Township
19 South, Range 28 East, N.M.P.M., Eddy County, New Mexico. This application was for the
development of the Palmillo 26 State Com Well No. 314H (API No. 30-015-44906).
3 An order was issued in Case No. 16142 on July 2, 2018 — Order No. R-14765.
4. Apache now seeks to re-open Case No. 16142 and amend Order No. R-14765 to allow for
the drilling and concurrent completion of an additional well within the pooled unit.

- S Pursuant to NMAC 19.15.4.12.A(1), the following information is submitted in support of

the above referenced application to amend a compulsory pooling order:
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(a) The purpose of this application is to authorize the drilling of an additional well
within the pooled unit. This additional well will be the Palmillo 26 State #213H well (API
No. 30-015-45040).

(b) As shown in the plat attached as Exhibit A, the Palmillo 26 State #213H ("213H")
has a proposed surface location to be located in the SE/4NE/4 (Unit H) of Section 26,
Township 195, Range 28 East, Eddy County, New Mexico. The proposed bottom hole
location of the 213H will be located in the SW/4NW/4 (Unit E) of Section 26, Township
19 South, Range 28 East, Eddy County New Mexico. The 213H will have a targeted
interval located in the 2nd Bone Spring formation (7,650' TVD) to a Total Measured Depth
of approximately 12,600 feet. The estimated cost of drilling and completing the 213H is
%5,447,500, as found on the enclosed AFE#11-18-0996.

(c) No opposition is expected because the interest owners being pooled have been
contacted regarding the proposed well, but have failed or refused to voluntarily commit
their interests in the well.

(d) A plat outlining the unit being pooled was presented at hearing on May 17, 2018,
along with a list of parties being pooled, ownership percentages, and last known addresses
for such parties. Apache asks that this information be included in the record for this matter.
(e) There are no depth severances within the Bone Spring formation.

(f) I'have conducted a diligent search of the public records in the county where the
well is located, searched phone directories, and conducted computer searched to locate
contact information for parties entitled to notification.

(g)  Exhibit B contains a summary of contact or attempted contacts with the interest

owners, together with copies of the proposal letters sent to interest owners for the well.



(h)  Apache has made a good faith effort to obtain voluntary joinder of the work interest
owners in the proposed well.

(1) Apache has the right to pool the overriding royalty interest owners in the well and
pooled such ownership to the unit when it obtained Order No. R-14765.

() Exhibit C is the well proposal letter and Authorization for Expenditure for the
proposed well. The estimated cost of the well set forth therein is fair and reasonable, and
is comparable to the costs of other wells of similar depths and length drilled in this area of
New Mexico.

(k) Apache requests overhead and administrative rates of $7,000/month for a drilling
well and $700/month for a producing well. These rates are fair and comparable to the rates
charged by other operators for wells of this type in this area of Southeastern New Mexico.
Apache requests that these rates be adjusted periodically as provided in the COPAS
Accounting Procedure.

(h Apache requests the maximum cost plus 200% risk charge be assessed against non-
consenting working interest owners.

(m)  Apache requests that it be designated operator of the well.

(n)  The offsets to this well were notified of this application.

6. The attachments to this affidavit were prepared by me or compiled from company business
records.
7. I attest that the information provided herein is correct and complete to the best of my

knowledge and belief.

8. The granting of this application is in the interests of conservation and the prevention of

waste.



SUBSCRIBED AND SWORN to before me this 18th day of September, 2018 by Laci Stretcher.
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WELL LOCATION AND ACREAGE DEDICATION PLAT

1 AP] Number 1Pool Code 1 Pool Name
30-015- 45p40 65010 WINCHESTER; BONE SPRING
4 Property Crde 5 Property Name & Well Number
321281 PALMILLO 28 STATE COM 213H
TOGRID NO. #Operator Name *Elevation
873 APACHE CORPORATION 3358’
"* Surface Location
UL or lot mo, Becton Tewmahip Range Lat Ide Feet From the Morth/Seath e Feet From the Esst West line County
H 28 188 | 28E 1580 NORTH 230 EAST EDDY
" Bottom Hole Location If Different From Surface
UL or lot ao, Section Townahip Renge Lot Idn Feet from the MonhSouth line Feet from the East"West line County
E 28 195 | 2BE 1938 NORTH 50 WEST EDDY
13 Dedicated Acres | 12 Joiml or infill ¥ Consalidation Code 15 Order Ma.
160

No allowable will be assigned 1o this completion until all interest have been consolidated or a non-standard unit has been approved by the division,
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SECOETIC DATA
MAD BY GRID — MM EAST

SURFACE LOCATION (S.1.)
N 5947145 - E BOD9555

LAT: 326347698 N
LOMG: 104.13965639° W

_ LAST TAKE POINT (LIP.)
N 5843238 - E 596084.1

LAT: 326337184 N
LOMG: 1041554807 W

BOTIOM HOLE (BH.)
N 5943238 - E 596034.1

LAT: 32.6337197 N
LONG: 104,1536530° W

5 BRIeFT W Fe0r

A FOUND BRASS CAP "1941" D "SURVEYOR CERTIFICATION

M: 590981.1 - E: 5959818

B: FOUND BRASS CAP “19417
N: 5836200 - E: 593084.1

C: FOUND BRASS CAP “1941°
N: 5962587 - E: 595684.2

0: FOUND BRASS CAP “18417
N 5962957 - E: 601180.7

E: FOUND BRASS CAP "19417 °~ — =

M: 593633.1 - E: 6D11BB.E6

F: FOUND BRASS CAP "19417
N 5910146 — E: B01199.0

G FOUND BRASS CAP 19417
N 5909968 - E: 588350.)

CALCULATED POINTS
1; N: 594939.4 - E: 5558842
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{ hereby certify that the well location shown on this
plat was plotted from field nater of actual surveys
miade by me or wnder my supervision, and tha the

same is true and correct io the best of my belief

Job No.: LS18O5714









Exhibit B — Summary of Attempted Contacts

Apache sent well proposal letters for the additional well on June 20, 2018.

Apache then contacted parties to see if they would participate in the well and/or execute a
joint operating agreement.

Apache moved to re-open the cases in order to add the additional wells, and sent out
notices to addresses of record.

Apache conducted record searches and internet searches for contact information for
pooled parties.

Apache continued to attempt to contact pooled parties.

Apache’s counsel contacted EOG, and EOG later agreed to execute a joint operating
agreement.

Apache published notice in a newspaper of general circulation in the county where the
well will be located.
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VIA CERTIFIED MAIL RETURN RECEIPT
ARTICLE #7017 2680 0000 6960 5041

June 20, 2018

EOG Y Resources, Inc.
Attn: Chuck Bassett
5509 Champions Drive
Midland, Texas 79706

RE: Palmillo 26 State #213H Well Proposal
Section 26, T195-R28E
Eddy County, New Mexico

To Whom It May Concern,

Apache Corporation (“Apache”), proposes the drilling of the following well located in the 5/2N/2 of Section
26, Township 19 South, Range 28 East, Eddy County, New Mexico as shown on the attached Form C-102.
Apache anticipates that it will begin the Operations in August 2018.

1) Palmillo 26 State #213H ("213H") with a proposed surface location to be located in the SE/4ANE/a
(Unit H) of Section 26, Township 195, Range 28 East, Eddy County, New Mexico. The proposed
bottom hole location of the 213H will be located in the SW/4NW/4 (Unit E) of Section 26, Township
19 South, Range 28 East, Eddy County New Mexico. The 213H will have a targeted interval located
in the 2nd Bone Spring formation (~7,650' TVD) to a Total Measured Depth of approximately
12,600 feet. The estimated cost of drilling and completing the 213H is $5,447,500.00 as found on
the enclosed AFE #11-18-0936.

Apache is proposing the Operations under the terms of a modified 1989 AAPL Model Form Operating
Agreement (“JOA") covering the North Half of Section 26. This JOA was sent to you for review via e-mail on
May 11, 2018.

Apache’s records indicate you own a 9.027778% working interest in the 160 acre proration unit. If you do
not wish to participate in the Operations, Apache is willing to discuss an acquisition of your interest,
contingent on reaching mutually satisfactory terms.

Apache desires to develop the north half of Section 26 on a 320 acre basis. As of the date of this letter,
Apache has not received 100% voluntary commitment from the owners in the north half of Section 26 to
move forward with this development plan and it is necessary to propose wells on a 160 acre basis. Should
you desire to participate in the 320 acre development, please contact me as indicated below.

APACHE CORPORATION 303 VETERANS AIRPARK LANE SUITE 3000 MMOLAND, TX 797034580  TEL (432)818-1000



EDG ¥ Resources, Inc.
Palmillo 26 State 213H
June 20, 2018

Page 2 of 3

If we do not reach an agreement within thirty (30) days from the date of this letter, Apache will apply to the
New Mexico Oil Conservation Division to request an amendment to Order #16142 to include the proposed
well(s).

Should you have any further questions, please contact me at 432.818.1096 or
ashiey.stpierre@apachecorp.com.

Sincerely,

Dbty §1 e

Ashley St. Pierre, CPL
Landman - Permian Region
Enclosure



EOG Y Resources, Inc.
Palmillo 26 State 213H
June 20, 2018

Page 3of 3

Elects to participate in the drilling and completion of the Palmillo 26 State #213H

OR

Does NOT elect to participate in the drilling and completion of the Palmillo 26 State #213H

EOG Y Resources, Inc.

By:

Printed Name:

Date:
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|
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e y b
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_ |camp Rentals (N I T R 1)
|Flowbnck Tester i 0 13,300 sImo00]
‘EIMFFT_D.D_H-I_IEI_. 50 §B20400 gD
] Mud Lagging 1 sapen| g 50
| Brifing Operstions Center | 45,000 T T
Water Transfer T e e KT
1 w.m:'rrmmut __ ____"- T T 25300, %0
Frac Frugs L s s 0
70201 [Frac Vave / Frac Tree 50| 846,100 $0
Sosn e o - — T —
| Intanglible Davelopmaent Costs 41,733,500 §2,808,700 $212,000
- o Tlﬂ'“. Dw‘hﬂurﬂ Costs o
Acct Dascription | DryHele | Completion Equipping | Additianal Cost | T
7001 |Amificial Lift Equipment s - $0
71012 Flaw Lines 50 5o
BETT R oten 50 so|  s10000
71018 Intermesate Cazng 485,000 3|
71032 |Other Sebsurface Equipment 535,000 w
71034 |Parsannal Safuty Systems 30 5]
TI00E [P, Vehves, Fnings and ) 50 “s|
Anodes B R S S—
Tin4n | Preduction Casing $170,000 50 s: 0,000
71050 sufﬁ:v!“;ﬂl'l} 1 "lﬁ,m; ;ﬂ L1E, D00
BT T — ] -
71086 |welbeagAssembly | g3s000] - 0| sm000
Subtets! Tangibls Materisls Cost $341,000 $3.300 s288,000 30 $632,300
Doneription Biry Hola Complation Equipping | Additional Cost | TotahWellCost
Sub-Total Intangible Haterisl Costs $1,733,500|  $32,889,700 $212,000 $0| ®4,815,z00
Sub-Totsl Tangible Material Costs $341,000 £3,300 $208,000 so|  ss3z,300
Grand Total 31,074, 500| $2,873,000 $500,000 $0| 55,447,500
Lasa Cutside Intarssts §435,769 £803,502 $105,030 30| 1,144,302
Tots| Nt Costs| 1,638,731 92,205,498 $394,570 $0) sa,303,198
Mo Approvers for this Project
| eem | Approve By Date

EOG ¥ RESOURCES, INC.
ATTN: CHUCK BASSETT
5509 CHAMPIONS DR
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VIA CERTIFIED MAIL RETURN RECEIPT
ARTICLE #7017 2680 0000 6560 5010

June 20, 2018

Marathon Qil Company
Attn: Jessica Gorman
5555 San Felipe Street
Houston, Texas 77056

RE: Palmillo 26 State #213H Well Proposal
Section 26, T195-R28E
Eddy County, New Mexico

To Whom It May Concern,

Apache Corporation ("Apache”), proposes the drilling of the following well located in the 5/2N/2 of Section
26, Township 19 South, Range 28 East, Eddy County, New Mexico as shown on the attached Form C-102,
Apache anticipates that it will begin the Operations in August 2018.

1) Palmillo 26 State #213H (“213H") with a proposed surface location to be located in the SE/ANE/4
(Unit H) of Section 26, Township 195, Range 28 East, Eddy County, New Mexico. The proposed
bottom hole location of the 213H will be located in the SW/4NW/4 (Unit E) of Section 26, Township
19 South, Range 28 East, Eddy County New Mexico. The 213H will have a targeted interval located
in the 2nd Bone Spring formation (~7,650" TVD) to a Total Measured Depth of approximately
12,600 feet. The estimated cost of drilling and completing the 213H is 55,447,500.00 as found on
the enclosed AFE #11-18-0996.

Apache is proposing the Operations under the terms of a modified 1989 AAPL Model Form Operating
Agreement ("JOA") covering the North Half of Section 26. This JOA was sent to you for review via e-mail on
May 11, 2018.

Apache’s records indicate you own a 7.98611% working interest in the 160 acre proration unit. If you do
not wish to participate in the Operations, Apache is willing to discuss an acquisition of your interest,
contingent on reaching mutually satisfactory terms.

Apache desires to develop the north half of Section 26 on a 320 acre basis. As of the date of this letter,
Apache has not received 100% voluntary commitment from the owners in the north half of Section 26 to
move forward with this development plan and it is necessary to propose wells on a 160 acre basis. Should
you desire to participate in the 320 acre development, please contact me as indicated below.

APACHE CORPORATION 303 VETERAMS AIEFARK LANE SUY1E 3000 MIDLAND. TX 79705-4560  TEL (432)818-1000



Marathon Oil Company

Palmille 26 State 213H

June 20, 2018

Page 2 of 3

If we do not reach an agreement within thirty (30) days from the date of this letter, Apache will apply to the
New Mexico Oil Conservation Division to request an amendment to Order #16142 to include the proposed

well(s).

Should you have any further questions, please contact me at 432.818.1096 or
oshiey.stpierre@apochecorp.com.

Sincerely,

Mu@ Lo

Ashley 5t. Pierre, CPL
Landman — Permian Region
Enclosure



Marathon Oil Company
Palmillo 26 State 2134
June 20, 2018

Page 3 of 3

Elects to participate in the drilling and completion of the Palmillo 26 State #213H

OR

Does NOT elect to participate in the drilling and completion of the Palmillo 26 State #213H
Marathon Oil Company
By:

Printed Name:

Date:
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VIA CERTIFIED MAIL RETURN RECEIPT
ARTICLE #7017 2680 0000 7361 0901

June 20, 2018

Marathon Oil Permian
Attn: Jessica Gorman

5555 San Felipe Street
Houston, Texas 77056

RE: Palmillo 26 State #213H Well Proposal
Section 26, T195-R28E
Eddy County, New Mexico

To Whom It May Concern,

Apache Corporation (“Apache”), proposes the drilling of the following well located in the S/2N/2 of Section
26, Township 19 South, Range 28 East, Eddy County, New Mexico as shown on the attached Form C-102.
Apache anticipates that it will begin the Operations in August 2018.

1) Palmillo 26 State #213H ("213H") with a proposed surface location to be located in the SE/4NE/4
(Unit H) of Section 26, Township 195, Range 28 East, Eddy County, New Mexico. The proposed
bottom hole location of the 213H will be located in the SW/4NW/4 (Unit E) of Section 26, Township
19 South, Range 28 East, Eddy County New Mexico. The 213H will have a targeted interval located
in the 2nd Bone Spring formation (~7,650" TVD) to a Total Measured Depth of approximately
12,600 feet. The estimated cost of drilling and completing the 213H is $5,447,500.00 as found on
the enclosed AFE #11-18-0996.

Apache is proposing the Operations under the terms of a modified 1989 AAPL Model Form Operating
Agreement (“JOA") covering the North Half of Section 26. This JOA was sent to you for review via e-mail on

May 11, 2018.

Apache’s records indicate you own a 1.99653% working interest in the 160 acre proration unit. If you do
not wish to participate in the Operations, Apache is willing to discuss an acquisition of your interest,
contingent on reaching mutually satisfactory terms.

Apache desires to develop the north half of Section 26 on a 320 acre basis. As of the date of this letter,
Apache has not received 100% voluntary commitment from the owners in the north half of Section 26 to
move forward with this development plan and it is necessary to propose wells on a 160 acre basis. Should
you desire to participate in the 320 acre development, please contact me as indicated below.

AFPACHE CORPORATION 303 VETERANS AIBPASE LANE SUITE 3000 MIGLARD. TX 79705-4560  TEQ (437)816-1000



Marathon Oil Permian
Palmille 26 State 213H
June 20, 2018

Page 2 of 3

If we do not reach an agreement within thirty (30) days from the date of this letter, Apache will apply to the

New Mexico Oil Conservation Division to request an amendment to Order #16142 to include the proposed
well(s).

Should you have any further questions, please contact me at 432.818.1096 or
ashley.stpierre@apachecorp.com.

Sincerely,

Mﬁ/ﬁﬂﬂm

Ashley 5t. Pierre, CPL
Landman - Permian Region
Enclosure



Marathon Oil Permilan
Palmillo 26 State 213H
June 20, 2018

Page 3of3

Elects to participate in the drilling and completion of the Palmillo 26 State #213H

OR

Does NOT elect to participate in the drilling and completion of the Palmillo 26 State #213H

Marathon Oil Permian

By:

Printed Name:

Date:




USPS.com® - USPS Tracking® Results Page 1 of 2

FAQs » (http://fag.usps.com/?articleld=220900)

USPS Tracking’

Track Another Package +

Tracking Number: 70172680000073610925 Remove X

The item is currently in transit to the next facility as of June 27, 2018.

LL.S. Postal Service™

CERTIFIED MAIL® RECEIPT

ATTN: A FERRARO

& 104 TOWNPARK DRIVE
. KENNESAW, GA 30144
s ASP-Palmillo 26 Com 213H

In-Transit B
B For delivery information, visil our wabsite al s ..-.-|.-=..--'--
June 27,2018 2| OFFICIAL USE
In Transit to Next Facility e i
N [ sves e —
Get Updates v/ }E‘ e ileruitr bl \\\,
= mwmm | S Postmark ' =
O | Dowtteds § Here |0
E .wam ¥ =
] it Bignature d Dallvary § \ f \
) < PGP HOLDINGS I, LLC e
Text & Email Updates 0 -
-
-~
(o |
rL

Tracking History

P Parm 2800, Aoril 2015 F5H 783000000 BT

SENDER: COMPLETE THIS SECTION

https://tools.usps.com/go/ | rackCentirmAction?t Ref=fullpage&tLc=2&text28777=&1Labe...

® Complete iterns 1, 2, and 3. 5'2"“ . X [
B Print your name and address on the reverse Eﬁaﬂ‘i |
s that we can return the card to you, X W : Y7 O addesses |
B Attach this card to the back of the mallplece, B. Recelved by (Printed Name) C. Dale of Dallvery
or on the front f space permits | éﬂ?g.-fg"
addmess O va
" bGP HOLDINGS I, LLC T s
. ATTN: Al FERRARD
1 104 TOWNPARK DRIVE \
F KENMNESAW, GA 30144
ASP-Palmillo 26 Com 213H j for?
3. Sanvl
s SEEETng quesions.
9590 9402 3447 72755141 77 EMJ Ml r_'| e 1
O Cabect on wt'ﬁ“'!' m:ﬁuﬂn _'
2 Articla Numbar (Thanefr e ssndes ahal Dcnhcim Restricted Delvery Clmcm i
7017 2LAO [IEIII;I 73k1 072k, h mhmuam Reaticied Detvery |
&:@Iﬂ |
. PS Form 3811, July 2015 FSN 7530-02-000-9053 nmmmmmﬂamlpt

6/29/2018



VIA CERTIFIED MAIL RETURN RECEIPT
ARTICLE #7017 2680 0000 7361 D325

June 20, 2018

PGP Holdings |, LLC
104 Townpark Drive
Kennesaw, Georgia 30144

RE: Palmillo 26 State #213H Well Proposal
Section 26, T195-R28E
Eddy County, New Mexico

To Whom It May Cancern,

Apache Corporation (“Apache”), proposes the drilling of the following well located in the $/2N/2 of Section
26, Township 15 South, Range 28 East, Eddy County, New Mexico as shown on the attached Form C-102.
Apache anticipates that it will begin the Operations in August 2018.

1) Palmillo 26 State #213H (“213H") with a proposed surface location to be located in the SE/4NE/4
(Unit H) of Section 26, Township 195, Range 28 East, Eddy County, New Mexico. The proposed
bottom hole location of the 213H will be located in the SW/4NW/4 (Unit E) of Section 26, Township
18 South, Range 28 East, Eddy County New Mexico. The 213H will have a targeted interval located
in the 2nd Bone Spring formation (~7,650' TVD) to a Total Measured Depth of approximately
12,600 feet. The estimated cost of drilling and completing the 213H is 55,447,500.00 as found on
the enclosed AFE #11-18-0996.

Apache is proposing the Operations under the terms of a modified 1989 AAPL Model Form Operating
Agreement (“JOA") covering the North Half of Section 26. This JOA was sent to you for review via e-mail on
May 11, 2018.

Apache’s records indicate you own a 1.99653% working interest in the 160 acre proration unit. If you do
not wish to participate in the Operations, Apache is willing to discuss an acquisition of your interest,
contingent on reaching mutually satisfactory terms.

Apache desires to develop the north half of Section 26 on a 320 acre basis. As of the date of this letter,
Apache has not received 100% voluntary commitment from the owners in the north half of Section 26 to
move forward with this development plan and it is necessary to propose wells on a 160 acre basis. Should
you desire to participate in the 320 acre development, please contact me as indicated below.

APACHE CORPORATION 303 YETERANE ARFARE LANE EUITE 3000 MIDLEND, TX 79705-4561  TEL (432)818-1000



PGP Holdings |, LLC
Palmlllo 26 State 213H
June 20, 2018

Page 20f 3

'f we do not reach an agreement within thirty (30) days from the date of this letter, Apache will apply to the
New Mexico Oil Conservation Division to request an amendment to Order #16142 to include the proposed

wellfs).

Should you have any further questions, please contact me at 432.818.1096 or
ashley.stpierre@opachecorp.com.

Sincerely,

[ty 7L~

Ashley 5t. Pierre, CPL
Landman — Permian Region
Enclosure



PGP Holdings I, LLC
Palmillo 26 State 213H
June 20, 2018
Page3of3

Elects to participate in the drilling and completion of the Palmillo 26 State #213H

OR

Does NOT elect to participate in the drilling and completion of the Palmillo 26 State #213H
PGP Holdings |, LLC
By:

Printed Name:

Date:




VIA CERTIFIED MAIL RETURN RECEIPT
ARTICLE #7017 2680 0000 7361 0925

June 20, 2018

Working Interest Owner

RE: Palmillo 26 State #213H Well Proposal
Section 26, T195-R28E
Eddy County, New Mexico

To Whom It May Concern,

Apache Corporation ("Apache”), proposes the drilling of the following well located in the S/2N/2 of Section
26, Township 19 South, Range 28 East, Eddy County, New Mexico as shown on the attached Form C-102.
Apache anticipates that it will begin the Operations in August 2018,

1} Palmillo 26 State #213H (“213H") with a proposed surface location to be located in the SE/4NE/4
(Unit H) of Section 26, Township 195, Range 28 East, Eddy County, New Mexico. The proposed
bottom hole location of the 213H will be located in the SW/4NW/4 (Unit E) of Section 26, Township
19 South, Range 28 East, Eddy County New Mexico. The 213H will have a targeted interval located
in the 2nd Bone Spring formation (~7,650° TVD) to a Total Measured Depth of approximately
12,600 feet. The estimated cost of drilling and completing the 213H is 55,447,500.00 as found on
the enclosed AFE #11-18-0996.

Apache is proposing the Operations under the terms of a modified 1989 AAPL Model Form Operating
Agreement (“JOA") covering the North Half of Section 26. This JOA was sent to you for review via e-mail on
May 11, 2018.

Apache’s records indicate you own a 1.99653% working interest in the 160 acre proration unit. If you do
not wish to participate in the Operations, Apache is willing to discuss an acquisition of your interest,
contingent on reaching mutually satisfactory terms.

Apache desires to develop the north half of Section 26 on a 320 acre basis. As of the date of this letter,
Apache has not received 100% voluntary commitment from the owners in the north half of Section 26 to
move forward with this development plan and it is necessary to propose wells on a 160 acre basis. Should
you desire to participate in the 320 acre development, please contact me as indicated below.

APACHE CORPORATION 303 VETEAANS AIAPARK LANE - SINTE 3000 - WIDLANE. TX 7H705-4361  TEL (432)&18-1000



PGP Holdings I, LLC
Palmille 26 State 213H
June 20, 2018

Page 2of 3

If we do not reach an agreement within thirty (30) days from the date of this letter, Apache will apply to the
New Mexico Qil Conservation Division to request an amendment to Order #16142 to include the proposed

well(s).

Should you have any further questions, please contact me at 432.818.1096 or
ashley.stpierre@apachecorp.com.

Sincerely,

Ashley St. Pierre, CPL
Landman — Permian Region
Enclosure
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VIA CERTIFIED MAIL RETURN RECEIPT
ARTICLE #7017 2680 0000 6960 5041

June 20, 2018

EOG Y Resources, Inc.
Attn: Chuck Bassett
5509 Champions Drive
Midland, Texas 79706

RE: Palmillo 26 State #213H Well Proposal
Section 26, T195-R28E
Eddy County, New Mexico

To Whom It May Concern,

Apache Corporation (“Apache”), proposes the drilling of the following well located in the 5/2N/2 of Section
26, Township 18 South, Range 28 East, Eddy County, New Mexico as shown on the attached Form C-102.
Apache anticipates that it will begin the Operations in August 2018.

1) Palmillo 26 State #213H (“213H") with a proposed surface location to be located in the SE/ANE/4
(Unit H) of Section 26, Township 195, Range 28 East, Eddy County, New Mexico. The proposed
bottom hole location of the 213H will be located in the SW/4NW /4 (Unit E) of Section 26, Township
19 South, Range 28 East, Eddy County New Mexico. The 213H will have a targeted interval located
in the 2nd Bone Spring formation (~7,650" TVD) to a Total Measured Depth of approximately
12,600 feet. The estimated cost of drilling and completing the 213H is $5,447,500.00 as found on
the enclosed AFE #11-18-0996.

Apache is proposing the Operations under the terms of a modified 1989 AAPL Model Form Operating
Agreement ("JOA") covering the North Half of Section 26. This JOA was sent to you for review via e-mail on
May 11, 2018.

Apache’s records indicate you own a 9.027778% working interest in the 160 acre proration unit. If you do
not wish to participate in the Operations, Apache is willing to discuss an acquisition of your interest,
contingent on reaching mutually satisfactory terms.

Apache desires to develop the north half of Section 26 on a 320 acre basis, As of the date of this letter,
Apache has not received 100% voluntary commitment from the owners in the north half of Section 26 to
move forward with this development plan and it is necessary to propose wells on a 160 acre basis. Should
you desire to participate in the 320 acre development, please contact me as indicated below.

EXHIBIT

i [

APACHE CORPORATION 303 VETERANS AIEPARE LANE BUITE 3000 WIOLAND, TX 79705-4561  TEL (£32)818-1000

L



EDG Y Resources, Inc.
Palmille 26 State 213H
June 20, 2018

Page 2 of 3

If we do not reach an agreement within thirty (30) days from the date of this letter, Apache will apply to the
New Mexico Dil Conservation Division to request an amendment to Order #16142 to include the proposed

well(s).

Should you have any further questions, please contact me at 432.818.1096 or
ashley.stpierre@apochecorp.com.

Sincerely,

Dbty 51 e

Ashley St. Pierre, CPL
Landman - Permian Region
Enclosure



EOG Y Resources, Inc.
Palmillo 26 State 213H
June 20, 2018
Page3of3

Elects to participate in the drilling and completion of the Palmillo 26 State #213H

OR

Does NOT elect to participate in the drilling and completion of the Palmillo 26 State #213H

EOG Y Resources, Inc.

By:

Printed Name:

Date:
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STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL CONSERVATION DIVISION
APPLICATION OF APACHE CORP.
RE-OPEN CASE NO. 16142 AND
MODIFY ORDER NO. R-14765 TO
ALLOW FOR DRILLING OF A
SUBSEQUENT WELL AND

COMPULSORY POOLING,
EDDY COUNTY, NEW MEXICO.

CASE NO. 16142 (Re-opened)
ORDER NO. R-14765

Mike Muncy, being duly sworn, deposes and states:

1. I'am over the age of 18, and have person knowledge of the matters stated herein. I have
been qualified by the Division as an expert petroleum geologist.

2. I'am a geologist for Apache Corporation (*Apache™), and I am familiar with the
geological matters involved in this case.

3. On May 17, 2018, Apache presented an application in Case No. 16142 which requested
the approval of a non-standard spacing and proration unit, the pooling of all uncommitted
mineral interests, and the approval of non-standard locations within the S$/2 N/2 of Section
26, Township 19 South, Range 28 East, NM.P.M., Eddy County, New Mexico. This
application was for the development of the Palmillo 26 State Com Well No. 314H (API
No. 30-015-44906).

4. An order was issued in Case No. 16142 on July 2, 2018 — Order No. R-14765.

5. Apache now seeks to re-open Case No. 16142 and amend Order No. R-14765 to allow for

the drilling and concurrent completion of an additional well within the pooled unit.

EXHIBIT

A

_—



6. Apache asks that the exhibits admitted in the record in Case No. 16142 on May 17, 2018
be incorporated into the record for this proceeding.
7. The well that Apache seeks to include under Order NO. R-14765 is the Palmillo 26 State
#213H well. The targeted interval for this well is the Second Bone Spring Sands.
8. The following additional geological exhibits are attached hereto:
a. Exhibit A is a structure map on the base of the Second Bone Spring Sands. It
shows that the structure dips to the southeast. It also shows the Second Bone
Spring Sands wells in the vicinity of the proposed 213H well, and a line of cross-
section.
b. Exhibit B is a Gross Sand Isopach map of the Second Bone Spring Sand interval.
The Second Bone Spring Sands is uniform across the proposed well unit.
c. Exhibit C is a cross section, which highlights the targeted interval for the 213H
well. The well logs on the cross-section give a representative sample of the Bone
Spring formation in the area. The Second Bone Spring Sands are continuous
across the well unit.
9. Iconclude from the maps that:
a. There are no structural impediments or faulting that will interfere with horizontal
development.
b. Each quarter quarter section in the unit will contribute more or less equally to
production.
10. The preferred well orientation in this area is east-west. This is because of offset
horizontal well production and formation microimager (FMI) interpretation from the

Palmillo 14 State #1H pilot hole (API 30-015-39027).



11. The producing interval for the well will be orthodox and will comply with the Division’s
set back requirements.

Sl [ e —

Mike Muncy J

SUBSCRIBED AND SWORN to before me this 18th day of September, 2018 by Mike Muncy.

R SAT O XTI

Notary Public

My commission expires:_© [ “[S ‘20|

bbby,
'

rrrrr












STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL CONSERVATION DIVISION

APPLICATION OF APACHE CORP.
RE-OPEN CASE NO. 16142 AND
MODIFY ORDER NO. R-14765 TO
ALLOW FOR DRILLING OF A
SUBSEQUENT WELL AND
COMPULSORY POOLING,

EDDY COUNTY, NEW MEXICO.

CASE NO. 16142 (Re-opened)
ORDER NO. R-14765
AFFIDAVIT
STATE OF NEW MEXICO )
COUNTY OF BERNALILLO ; ”

Jennifer L. Bradfute, attorney in fact and authorized representative of Apache
Corporation (“Apache™), the Applicant herein, being first duly sworn, upon oath, states
that the above-referenced Application was provided under the notice letter and that proof
of receipt is attached hereto. Apache has conducted a good faith, diligent effort to find

the names and correct addresses for the interest owners entitled to receive notice of the

application filed herein.

~_ SUBSCRIBED AND SWORN to before me this 5™ day of September, 2018 by
Jennifer L. -Bradfute.

VN T AN
- oA jES Notary Public
=L 2 S > ia
;_'L'!E.-EUITJ‘II?_]_::‘_SEFQIE expires: C -7 - 2007
EXHIBIT
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STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL CONSERVATION DIVISION

APPLICATION OF APACHE CORP.
TO RE-OPEN CASE NO. 16143 AND
MODIFY ORDER NO. R-14766 TO
ALLOW FOR DRILLING OF A
SUBSEQUENT WELL AND
COMPULSORY POOLING,
EDDY COUNTY, NEW MEXICO.

CASE NO. 16143 (Re-opened)

ORDER NO. R-14766
Laci Stretcher, being duly sworn, deposes and states:

L I'am a landman for Apache Corporation (“Apache™), and have personal knowledge of the
matters stated herein. I have been qualified by the Division as an expert petroleum landman.
2, On May 17, 2018, Apache presented an application in Case No. 16143 which requested
the approval of a non-standard spacing and proration unit, the pooling of all uncommitted mineral
interests, and the approval of non-standard locations within the N/2 N/2 of Section 26, Township
19 South, Range 28 East, N.M.P.M., Eddy County, New Mexico. This application was for the
development of the Palmillo 26 State Com Well No. 315H and Palmillo 26 State Com Well No.
316H wells (API Nos. 30-015-44907 and 30-015-44908).
3. An order was issued in Case No. 16143 on July 2, 2018 — Order No. R-14766.
4, Apache now seeks to re-open Case No. 16143 and amend Order No. R-14766 to allow for
the drilling and concurrent completion of an additional well within the pooled unit.

3, Pursuant to NMAC 19.15.4.12.A(1), the following information is submitted in support of

the above referenced application to amend a compulsory pooling order:




(a) The purpose of this application is to authorize the drilling of an additional well
within the pooled unit. This additional well will be the Palmillo 26 State #214H well (API
No. 30-015-45041).

(h) As shown in the plat attached as Exhibit A, the Palmillo 26 State #214H ("214H")
has a proposed surface location to be located in the NE/4NE/4 (Unit A) of Section 26,
Township 195, Range 28 East, Eddy County, New Mexico. The proposed bottom hole
location of the 214H will be located in the NW/4NW/4 (Unit D) of Section 26, Township
19 South, Range 28 East, Eddy County, New Mexico. The 214H will have a targeted
interval located in the 2nd Bone Spring formation (7,650' TVD) to a Total Measured Depth
of approximately 12,600 feet. The estimated cost of drilling and completing the 214H is
$5,380,500.00 as found on the enclosed AFE #11-18-0997.

(c) No opposition is expected because the interest owners being pooled have been
contacted regarding the proposed well, but have failed or refused to voluntarily commit
their interests in the well.

(d) A plat outlining the unit being pooled was presented at hearing on May 17, 2018,
along with a list of parties being pooled, ownership percentages, and last known addresses
for such parties. Apache asks that this information be included in the record for this matter.
(e) There are no depth severances within the Bone Spring formation.

(fH I have conducted a diligent search of the public records in the county where the
well is located, searched phone directories, and conducted computer searched to locate
contact information for parties entitled to notification.

(g) Exhibit B contains a summary of contact or attempted contacts with the interest

owners, together with copies of the proposal letters sent to interest owners for the well.

[ ]



(h)  Apache has made a good faith effort to obtain voluntary joinder of the work interest
owners in the proposed well.
(i) Apache has the right to pool the overriding royalty interest owners in the well and
pooled such ownership to the unit when it obtained Order No. R-14766.
(4) Exhibit C is the well proposal letter and Authorization for Expenditure for the
proposed well. The estimated cost of the well set forth therein is fair and reasonable and
is comparable to the costs of other wells of similar depths and length drilled in this area of
New Mexico.
(k) Apache requests overhead and administrative rates of $7,000/month for a drilling
well and $700/month for a producing well. These rates are fair and comparable to the rates
charged by other operators for wells of this type in this area of Southeastern, New Mexico.
Apache requests that these rates be adjusted periodically as provided in the COPAS
Accounting Procedure.
(n Apache requests the maximum cost plus 200% risk charge be assessed against non-
consenting working interest owners.
(m)  Apache requests that it be designated operator of the well.
(n)  The offsets to this well were notified of this application.
6. The attachments to this affidavit were prepared by me or compiled from company business
records.
7. I attest that the information provided herein is correct and complete to the best of my
knowledge and belief.
8. The granting of this application is in the interests of conservation and the prevention of

waste,



15 r

SUBSCRIBED AND SWORN to before me this 18th day of September, 2018 by Laci Stretcher.

Notary Public

My commission expires: _&'}i@&[_

ITEIR
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Exhibit B — Summary of Attempted Contacts

Apache sent well proposal letters for the additional well on June 20, 2018.

Apache then contacted parties to see if they would participate in the well and/or execute a
joint operating agreement.

Apache moved to re-open the cases in order to add the additional wells, and sent out
notices to addresses of record.

Apache conducted record searches and internet searches for contact information for
pooled parties.

Apache continued to attempt to contact pooled parties.

Apache’s counsel contacted EOG, and EOG later agreed to execute a joint operating
agreement.

Apache published notice in a newspaper of general circulation in the county where the
well will be located.

EXHIBIT
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VIA CERTIFIED MAIL RETURN RECEIPT
ARTICLE #7017 2680 D000 6960 5041

June 20, 2018

EOG Y Resources, Inc.
Attn: Chuck Bassett
5508 Champions Drive
Midland, Texas 79706

RE: Palmillo 26 State #213H Well Proposal
Section 26, T195-R28E
Eddy County, New Mexico

To Whom It May Concern,

Apache Corporation (“Apache”), proposes the drilling of the following well located in the §/2 N/2 of Section
26, Township 19 South, Range 28 East, Eddy County, New Mexico as shown on the attached Form C-102.
Apache anticipates that it will begin the Operations in August 2018.

1) Palmillo 26 State #213H (“213H") with a proposed surface location to be located in the SEfANE/4
(Unit H) of Section 26, Township 195, Range 28 East, Eddy County, New Mexico. The proposed
bottom hole location of the 213H will be located in the SW/4NW/4 (Unit E) of Section 28, Township
18 South, Range 28 East, Eddy County New Mexico. The 213H will have a targeted interval located
in the 2nd Bone Spring formation (~7,650' TVD) to a Total Measured Depth of approximately
12,600 feet. The estimated cost of drilling and completing the 213H is $5,447,500.00 as found on
the enclosed AFE #11-18-0996,

Apache is propoesing the Operations under the terms of a modified 1989 AAPL Model Form Operating
Agreement (“JOA") covering the North Half of Section 26. This JOA was sent to you for review via e-mail on
May 11, 2018.

Apache’s records indicate you own a 9.027778% working interest in the 160 acre proration unit. If you do
not wish to participate in the Operations, Apache is willing to discuss an acquisition of your interest,
contingent on reaching mutually satisfactory terms.

Apache desires to develop the north half of Section 26 on a 320 acre basis. As of the date of this letter,
Apache has not received 100% voluntary commitment from the owners in the north half of Section 26 to
move forward with this development plan and it is necessary to propose wells on a 160 acre basis. Should
you desire to participate in the 320 acre development, please contact me as indicated below.

APACHE CORPORATION 303 VETERAKS AIRPARE LANE  SUITE 3000 - MIDLAMD, TX 797054561  TEL 43208141000



EOG Y Resources, Inc.

Palmiilo 26 State 213H

June 20, 2018

Page 2of 3

If we do not reach an agreement within thirty (30) days from the date of this letter, Apache will apply to the
New Mexico Oil Conservation Division to request an amendment to Order #16142 to include the proposed

well(s).

Should you have any further questions, please contact me at 432.818.1096 or
ashley.stpierre@apochecorp.com.

Sincerely,

Dbty 51 e

Ashley St. Pierre, CPL
Landman — Permian Region
Enclosure



EDG ¥ Resources, Inc.
Paimillo 26 State 213H
June 20, 2018
Page3of3
Elects to participate in the drilling and completion of the Palmillo 26 State #213H
OR

Does NOT elect to participate in the drilling and completion of the Palmillo 26 State #213H

EOG Y Resources, Inc.

By:

Printed Name:

Date:
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! | |APACHE FIELD NAME | JoA &
| |FOCUS AREA 1 B
[ T -
[LEGAL DESCRIPTION ]
e — =
|72 2 sEC 26-T195-R28E
[pmosecrs " o S ]
Typa AFE # W % Dbjective Description |
'Drilling 11-16-0996-D8 | 78994000 | 2nd Bono Spring Send Dvill & harizontal wall to produce the 2nd Bone Spring |
1 Sand formatica #s fallows: Preset 17-1/2° hele to 400' |
| with spudder rig. Ser 13-3/8" 488 H-40 casing and |
i | cement to surface. Drill 8 12-1/4° hals to 3000', Set 9~ |
| i 578" 404 }-55 easing and cement to sunfece, Drill an 8- |
| 3/4" dapth of ~6500°, Dell an B-3/4" curve at 12
| DEG100" and land at ~7E00° MO, T250° TVO. Ovili &
i ~4300, 8- 1/2" Intersl sectlon to TO of ~17400° M0, 7150° |
i TVD. Set and cmt S-1/2° 170 P-110 BTC/GE-CD casing |
&ELFING 18 12400°. Extmated tme 15 1 days MR + 11 |
o Days to Drlll 4 4 daye TO-RA. g Aate = fHK“’-MIII_. |
Comphetion 18- 1B-0996-CB 7B 954000 Znd Bone Speing | 27 Stage PEP complate 4800 ft. lateral @ 180 fstg |
B - |2000 &R 0% RC 48 bay/h Water @ 1.2 $/bbL, |
|Equipping 11-18-0385-EQ [ TE.994000  |Install artificial By and necessasy | This AFE will provide Funds ta squip and produce & |
| infragtructure Borizantal wall in the Palmillo deweloprent. The funds |
[ requested will be used to punchese end instel production
| Bornlines and gas injection |Ine fram welhead to the
| battery and frem the compressor dschangs to the
| welihead, heacers for production flowlines and ges
Injectlen fowhne for the pad, Installatan of artificial lIf,
fow back far two weeks, wollhead sutamaticn, and 1
- preduction trae. - |
Intsngibls Devalopment Costs - 1
Acct Dascription Dry Mele Complati i Equipping ] Additicnsl Cost | Total Well Cont |
| eEsE Drilling Parcantags 6,500 s/ 0| 0 45,500,
| evel ove . | |
i Too03 Bits Corahands ant Resmers. 470,000 $3,800 $73,800
[ 70004 Casing Crews $4E,000 %0 345,000
| FOC0E Cement and Cemarnting $187.000 0 §187,000
5 dSM! R . I
70007 |Chemicals 30 $165,800 §165,B00
B Ll -l =
 7o0cH I atlons B §3,000 %0 £3,000
70011 | Company Supervision B 3,000 £173 800 $31,500!
| 70013 | Company Vehicle andfar Boat $1,000 $1.000 $2.000]
| FoO1F Contract Labar £40,000 50 454,000
| 7001w Contract Rigs - Daywork | §424,000 ~ s1o0) $454,100;
i 0023 Contrect Supervision { $50,000 §75,700 $140,700 |
[ 70022 Directionad Drillirg | $139,000 0/ $133,000
| 70028 loriling Fues | $125000 g $125,000.
TO02E jﬂl:wlul Contract o - 40 $0 §20,000;
0031 Equipment Bentsl $38,000 331,600 $144,600°
7004 __!Lﬂ'rﬂ__l_tlf‘l_l_l:! U{q__ﬂfmmuhﬂ 30 $80%,600 ;uua,sooi
70035 |Formation Testing 0 464,100 §64,100
| 70037 Fuel - §57,000 $215,000 §202,000|
i TLO4E Laned mnd Site Rechemation $5,000 EL $5.000/
[ 70047 |Legaland Curative so00) L[] T
| 7po4m Logging §50,000 $230,400 285,400/
70054 [oeoter | e300 s $30.000,
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Intanglble Developmant Cuuh._

Act Description Dry Hola | © _Equipping | Additisnsl Cost | Total Wl Cost
70064 |Rig Mobilizaten “5100,000] 0  3a ©sa| 00,000
70085 |Rond and Ste freparation | 340,000 35630 50 s seseu
70067 Sa Water Disposal T T 56|
:‘f‘m 1:“ Tuﬁﬂﬂ . B 0 £1Z8, 300 i ‘D
T 70074 | Trucking and Hauling | $20.000] §0 N szs,ul:m'__
70076 (TublarinspectenTesting | si5000]  sa| 50
0077 (water | s30,000 $335,000 T
70078 Wellste Damages, Loss, Right- 45 000 50 50
oWy SRS | S—
76116 |Containment Dlsposal Experse | 330,000] | §a
0169 Camp Renitals $35,000 80| o 0,
70186 |Flowback Tester | 0 $13,300 338,000
e |saediProppant | 50 swaoacn| 3o
70243 |Mudtogges | $14,000| w T
mnmmm Center $5,000| . s0
Watwr Tranater st sa700] g0
r ' N so]  qsam 50|
- S0 20,900 50
- i Frac Valve / Frac Tree 20 _ﬂ_a-l T -_ _E
70579 |Safery Case 42,000 $0
Subtotal Intangible Davelopment Costa T $1,733,500)  s2.me8,700 s212,000

Tangibla ¢ nlwum Conts

Description Completien | Enu | Additional Cest | Tatsl Well Cost
jJAcriSchel CHE Bl penine — L. 3300001 _s0|  s30.00
Fl_ml Lirses | 1s] $110,000 - i ‘-ﬂ_ £110 mn_
1 i ) s sw000) 9| $10,000
1 Intermediste Casing o N o 0 sof §85,000
71032 Cthes Subsurface Equipment 7 30, $18,000] 50| _ 353,000
7o |Parsana) sutety Systers | al LET) I 5o  saw
71036 Pipa, Walves, Fittings and 1 s‘l:li $15,000 §0 §15,000
. A p——— e e e o o :
71040 |Production Casing__ | simow w0 0] sl si000
71050 |surfece Casing | $16,000 .. I ) 50 516,000
71083 [Tubing l 50 so|  gfoooo| $0 §70,000
71088 | wellhead Assamby  $35.000) s smoee]  se| 570,000
Subtatal Tangikls Materials Cost -i $341,000 $3,300 $288,000 %0, $632,300
Deseription Dy Hole Complation quipping | Additienal Cost [TotalweliCest,
Sub-Totel Intangibls Material Casts $1,733,500/ $1,869,700 $212,000 so| s4,815300
Sub-Total Tanglble Materlsl Costs $341,000 $3,300 $208,000 so|  sE33,300
Grand Total] 82,074,500 $2,873,000 500,000 $0| 35,447,500
Lais Dutslda Intarsits §435,768] $803,502 $105,030 #0| s1,144,302
Tatnl Het Conta $1,638,751 $1,200,498 $394,970 $0| 54,300,198
Mo Approvers for this Project
‘Partner Response: o i ] T
 company | Working Interest% | Costn | ApprovaBy -
Groas I | |
- - A - i 1 L
Commanis
EOG ¥ RESOURCES, INC.
ATTN: CHUCK BASSETT
5509 CHAMPIONS DR
MIDLAND, TX 79706
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Your item was delivered to an individual at the address at 11:43 am on June 27, 2018 in
HOUSTON, TX 77056.
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VIA CERTIFIED MAIL RETURN RECEIPT
ARTICLE #7017 2680 0000 6960 5010

lune 20, 2018

Marathon Oil Company
Attn: Jessica Gorman
5555 San Felipe Street
Houston, Texas 77056

RE: Palmillo 26 State #213H Well Proposal
Section 26, T195-R28E
Eddy County, New Mexico

To Whom It May Concern,

Apache Corporation (“Apache”), proposes the drilling of the following well located in the S/2N/2 of Section
26, Township 19 South, Range 28 East, Eddy County, New Mexico as shown on the attached Form C-102.
Apache anticipates that it will begin the Operations in August 2018.

1) Palmillo 26 State #213H (“213H") with a proposed surface location to be located in the SE/ANE/4
(Unit H) of Section 26, Township 195, Range 28 East, Eddy County, New Mexico. The proposed
bottom hole location of the 213H will be located in the SW/4NW/4 (Unit E) of Section 26, Township
19 South, Range 28 East, Eddy County New Mexico. The 213H will have a targeted interval located
in the 2nd Bone Spring formation (~7,650° TVD) to a Total Measured Depth of approximately
12,600 feet. The estimated cost of drilling and completing the 213H is $5,447,500.00 as found on
the enclosed AFE #11-18-0956,

Apache is proposing the Operations under the terms of a modified 1989 AAPL Model Form Operating
Agreement (“JOA") covering the North Half of Section 26. This JOA was sent to you for review via e-mail on
May 11, 2018.

Apache’s records indicate you own a 7.98611% working interest in the 160 acre proration unit. If you do
not wish to participate in the Operations, Apache is willing to discuss an acquisition of your interest,
contingent on reaching mutually satisfactory terms.

Apache desires to develop the north half of Section 26 on a 320 acre basis. As of the date of this letter,
Apache has not received 100% voluntary commitment from the owners in the north half of Section 26 to
move forward with this development plan and it is necessary to propose wells on a 160 acre basis. Should
you desire to participate in the 320 acre development, please contact me as indicated below.

APACHE CORPORATION 303 VETERKNS AfREARK LANE  SLVTE 3000 MIOLAND, TX 78705-0581  TEL (432)818-1080



Marathon DIl Company

Palmillo 26 State 213H

lune 20, 2018

Page 2of 3

If we do not reach an agreement within thirty (30) days from the date of this letter, Apache will apply to the
New Mexico Oil Conservation Division to request an amendment to Order #16142 to include the proposed

well(s).

Should you have any further guestions, please contact me at 432.818.1096 or
ashley.stpierre@apachecorp.com.

Sincerely,

Mfg e

Ashley 5t. Pierre, CPL
Landman — Permian Region
Enclosure



Marathon Oll Company
Palmille 26 State 213H
June 20, 2018

Page 3 of 3

Elects to participate in the drilling and completion of the Palmillo 26 State #213H

OR

Does NOT elect to participate in the drilling and completion of the Palmillo 26 State #213H

Marathon Oil Company

By:

Printed Name:

Date:
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VIA CERTIFIED MAIL RETURN RECEIPT
ARTICLE #7017 2680 0000 7361 0901

June 20, 2018

Marathon Oil Permian
Attn: Jessica Gorman

5555 San Felipe Street
Houston, Texas 77056

RE: Palmillo 26 State #213H Well Proposal
Section 26, T195-R28E
Eddy County, New Mexico

To Whom It May Concern,

Apache Corporation (“Apache”), proposes the drilling of the following well located in the S/2N/2 of Section
26, Township 19 South, Range 28 East, Eddy County, New Mexico as shown on the attached Form C-102.
Apache anticipates that it will begin the Operations in August 2018.

1) Palmillo 26 State #213H (“213H") with a proposed surface location to be located in the SE/4NE/4
(Unit H) of Section 26, Township 195, Range 28 East, Eddy County, New Mexico. The proposed
bottom hole location of the 213H will be located in the SW/4NW/4 (Unit E) of Section 26, Township
19 South, Range 28 East, Eddy County New Mexico. The 213H will have a targeted interval located
in the 2nd Bone Spring formation (~7,650" TVD) to a Total Measured Depth of approximately
12,600 feet. The estimated cost of drilling and completing the 213H is $5,447,500.00 as found on
the enclosed AFE #11-18-0996,

Apache is proposing the Operations under the terms of a modified 1989 AAPL Model Form Operating
Agreement (“JOA") covering the North Half of Section 26. This JOA was sent to you for review via e-mail on
May 11, 2018,

Apache’s records indicate you own a 1.99653% working interest in the 160 acre proration unit. If you do
not wish to participate in the Operations, Apache is willing to discuss an acquisition of your interest,
contingent on reaching mutually satisfactory terms.

Apache desires to develop the north half of Section 26 on a 320 acre basis. As of the date of this letter,
Apache has not received 100% voluntary commitment from the owners in the north half of Section 26 to
move forward with this development plan and it is necessary to propose wells on a 160 acre basis. Should
you desire to participate in the 320 acre development, please contact me as indicated below.

APACHE CORPORATION 303 VETERANS AMAPARK LAKE  SUITE 3000 WIGLKND, T 79705-4361  TEL (4320818-1000



Marathon Ol Permian
Palmillc 26 State 213H
June 20, 2018

Page 2 of 3

If we do not reach an agreement within thirty (30) days from the date of this letter, Apache will apply to the
New Mexico Oil Conservation Division to request an amendment to Order #16142 to include the proposed
well(s).

5hould you have any further questions, please contact me at 432.818.1096 or
ashley.stpierre@apochecorp.com.

Sincerely,

M%yﬂﬁm

Ashley St. Pierre, CPL
Landman — Permian Region
Enclosure



Marathon Oil Permilan
Palmillo 26 State 213H
June 20, 2018
Page3of3

Elects to participate in the drilling and completion of the Palmillo 26 State #213H

OR

Does NOT elect to participate in the drilling and completion of the Palmillo 26 State #213H

Marathon Oil Permian

By:

Printed Name:

Date:
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VIA CERTIFIED MAIL RETURN RECEIPT
ARTICLE #7017 2680 0000 7361 D925

June 20, 2018

PGP Holdings I, LLC
104 Townpark Drive
Kennesaw, Georgia 30144

RE: Palmillo 26 State #213H Well Proposal
Section 26, T195-R28E
Eddy County, New Mexico

To Whom It May Concern,

Apache Corporation (“Apache”), proposes the drilling of the following well located in the 5/2N/2 of Section
26, Township 19 South, Range 28 East, Eddy County, New Mexico as shown on the attached Form C-102.
Apache anticipates that it will begin the Operations in August 2018.

1) Palmilio 26 State #213H ("213H") with a proposed surface location to be located in the SE/ANE/4
(Unit H) of Section 26, Township 195, Range 28 East, Eddy County, New Mexico. The proposed
bottom hole location of the 213H will be located in the SW/4NW/4 (Unit E) of Section 26, Township
15 South, Range 28 East, Eddy County New Mexico. The 213H will have a targeted interval located
in the 2nd Bone Spring formation (~7,650' TVD) to a Total Measured Depth of approximately
12,600 feet. The estimated cost of drilling and completing the 213H is $5,447,500.00 as found on
the enclosed AFE #11-18-0996.

Apache is proposing the Operations under the terms of a modified 1989 AAPL Model Form Operating
Agreement (“JOA") covering the North Half of Section 26. This JOA was sent to you for review via e-mail on
May 11, 2018.

Apache’s records indicate you own a 1.99653% working interest in the 160 acre proration unit. If you do
not wish to participate in the Operations, Apache is willing to discuss an acquisition of your interest,
contingent on reaching mutually satisfactory terms.

Apache desires to develop the north half of Section 26 on a 320 acre basis. As of the date of this letter,
Apache has not received 100% voluntary commitment from the owners in the north half of Section 26 to
move forward with this development plan and it is necessary to propose wells on a 160 acre basis. Should
you desire to participate in the 320 acre development, please contact me as indicated below.

APACHE CORPORATION 303 VETERANT MEPURK LANE  SUTTE 3000 WRLAND, TX 797054561  TEL (432)816-1000



PGP Holdings I, LLC

Palmilio 26 State 213H

June 20, 2018

Page 2 of 3

If we do not reach an agreement within thirty {30) days from the date of this letter, Apache will apply to the
New Mexico Oil Conservation Division to request an amendment to Order #16142 to include the proposed

well(s).

Should you have any further questions, please contact me at 432.818,1096 or
ashley.stpierre @opachecorp.com.

7Ll
Ashley St. Pierre, CPL

Landman — Permian Region
Enclosure

Sincerely,



VIA CERTIFIED MAIL RETURN RECEIPT
ARTICLE #7017 2680 D000 6960 5027

June 20, 2018

Working Interest Owner

RE: Palmillo 26 State #214H Well Proposal
Section 26, T195-R28E
Eddy County, New Mexico

To Whom It May Concern,

Apache Corporation (“Apache”), proposes the drilling of the following wells located in the N/2N/2 of
Section 26, Township 19 South, Range 28 East, Eddy County, New Mexico ("Operations”) as shown on the
attached Form C-102. Apache anticipates that it will begin the Operations in August 2018,

1) Palmillo 26 State #214H ("214H") with a proposed surface location to be located in the NE/4ANE/4
{Unit A) of Section 26, Township 195, Range 28 East, Eddy County, New Mexico. The proposed
bottom hole location of the 214H will be located in the NW/4NW/4 (Unit D) of Section 26,
Township 19 South, Range 28 East, Eddy County New Mexico. The 214H will have a targeted
interval located in the 2nd Bone Spring formation (~7,650° TVD) to a Total Measured Depth of
approximately 12,600 feet. The estimated cost of drilling and completing the 214H is
$5,380,500.00 as found on the enclosed AFE #11-18-0997. The 214H is an infill well in the proration
unit.

Apache is proposing the Operations under the terms of a modified 1989 AAPL Model Form Operating
Agreement ("JOA") covering the North Half of Section 26. This JOA was sent to you for review via e-mail on
May 11, 2018.

Apache’s records indicate you own a 3.99306% working interest in the 160 acre proration unit. If you do
not wish to participate in the Operations, Apache is willing to discuss an acquisition of your interest,
contingent on reaching mutually satisfactory terms.

Apache desires to develop the north half of Section 26 on a 320 acre basis. As of the date of this letter,
Apache has not received 100% voluntary commitment from the owners in the north half of Section 26 to
move forward with this development plan and it is necessary to propose wells on a 160 acre basis. Should
you desire to participate in the 320 acre development, please contact me as indicated below.

APACHE CORPORATION 303 VETERAME AIRFARK LANE  SUITE 3000 - MIDLAKD, TX 797059561  TEL (4321818-1000



Marathon Oil Company
Palmille 26 State 214H
June 20, 2018

Page 2of 3

If we do not reach an agreement within thirty (30) days from the date of this letter, Apache will apply to the
MNew Mexico Oil Conservation Division to request an amendment to Order #16143 to include the proposed

well(s).

Should you have any further questions, please contact me at 432 818.1096 or
ashley.stpierre@opachecorp.com.

Sincerely,

Ashley St. Pierre, CPL
Landman — Permian Region
Enclosure



Marathon Oil Company
FPalmillo 26 State 214H
June 20, 2018

Page 3 of 3

Elects to participate in the drilling and completion of the Palmillo 26 State #214H

OR

Does NOT elect to participate in the drilling and completion of the Palmillo 26 State #214H

Marathon Qil Company

By:

Printed Name:

Date:
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| | PROJECT |
AFE # l! 1-1B-0997 MNAME iPALHILI.ﬂ' 26 STATE COM 214H
 [pendwgt |opeRaTOR Apache Corp B -
| _|LEASE NUMBeRs - I
[PROSPECT NAME ARTESIA PROSPECT # Weyor | s !
|COUNTY/STATE _ |EDDY/NEW MEXICO [DISTRICT  |WWDISTRICT  |aPis I
'_ R APACHE FIELD MAME — __.'M:!Al -
FOCUS AREA i
i e o TR, — |
[LEGAL DESCRIPTION - - - N !
/2 W2 SEC 26-T195-R2BE |
|
i L
_PROJECTS . o o
[Tyea AFE 8 Twi % Objactive Deseription |
Dyilirg 13-10-0997-00H T8 9930585 2nd Bone Spewng Sand Orill & harizenial wall 19 produca the -:nr! Bome Spring
Sand formatson as folows: Presat 17-1/2" hole to 400’
with spudder rig. Set 13-3/6° 4BF H-40 casbag and
Cumsent 18 surface, Dl & 12-1/4" hole to 1000°. Set §-
878" 40# )-55 cashng and camant to surface. Oslll &n 8-
374" depth of ~8800°. Drill an 8-1/4" purve 81 12
DEG/ DD ard land at ~TH00° MO, 72500 TVD. DAl &
=~4500, E-1/2" [atera] sectlon 1o TD of ~12400° MD, 7150°
TVl Set and cmt 5-1/2° 178 P-110 BTC/GE-CD easing
| string te 12400°. Estimated tire |5 1 days MIAU + 11
P L e, SIS ORI | (LR o] : j Diays to Dl = 4 days TO-RE, Rig Rate = §24K per day.
| Completion Lu-m-mr—u |7E.953055  Znd Bans Sering 27 Stage PAP complate 4800 ft. Iaters! @ 1860 Ft/stp
o | i S 2000 ¥R 0% AC 4D bEYH Water © 1.2 8/bb1,
Equipping 11-16-0997-EQ | 7B.BRACS5 | Imstall actificial #t and necessary This AFE will provide funds to equip and produce &
Jindfrastucty Farizontal well kn the Palmille development. The funds
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fawknes and gas injection line from welhead to the
| battery and from the comprasssr dhecharge 16 the
| wallhend, headers far production flowlines and gas
injaction flawling for the pad, instafetion of artdiclal M,
flow back for two weeks, wahead automstion, and
) b o |predustian tree.
S e - .._“.H:H_HTW I ."_. B .:.._.__._..._.
Aeet | Description Dry Hola Complation + _Equipping Additionsl Cont | Telsl Well Cast
ES5DE | Driling/Percentage §6,500 50 30 50 $E,500
HO0c3 Bits Corehesds and Beamers §70,000 $3.800) 0 - 0, aTiEm0
L Poom Caning Craws $46,000 L. I || N §O)  $ee000
f000&E Cament and Cementing 187,000 50 50 1] $1E7,000
Services ! —
_ Tooo? Chemizals [ 50 $16%,600 . 50 SLAS B0
... Communbostions 1 $ap00) $0 $0/ ) $3,000
Fo0iL Company Supervisien | 3,000 $13,900 ;15.u¢m] 0 $31,900
_ o012 (Company Vehicke and/or Boat $1,000 sLope| 50 30 #2,000
. Fomy  Contract Lakar | EADO0D 50 HI-DMI _______ §0 $94,000
e Contract Rigs - Daywark $a24.000)  §u00 $30,000 $0 §454,100
FO0I1 | Contract Supervision $50,000 $75.700) s15,000) $0 $140,700
70032 | Diractional Dyilling §138,000 50 50 _sund £135,600
- il AR ._ | e . . L e
70025 prilngFluis | _s1a5000] 0] 50, 0] _ $128,000
70026 |Bectricsl Contract 0 50 $20,600 $0 $20,000
L ?W!-! EquApmient Rental 498,000 $31,600 u!-,nm' o 0 %144 600
70034 |Formaton and wok Stmuation | 0 5803,600. T S S
[ 70035 Forrmation Testing 50 FE4,100 30 0 §E4,100
L L L 367,000 3215000 . TR | $203,000
_ 7DDAE  |Land and Site Reclamation { $5,000 40 - 0 s4f 5000
70047 Legal and Curative | §25,000 %W 0] s8] saspo0
_ 0043 Joggng | 50,000 $aw400, 0 s0] 0 9 5285 400
TOrE LOE-Other 430,000 Lo 50| 0 §30,000

AFE#: 11-18-09597 |

Date Printed: 6/14/2018 |

Project Name: PALMILLO

26 STATE COM 214H

Page 1 of 2



I'.hhnﬂhlll h'ﬂmmm

o [ .l.luu'lptlnnu Complation [ Equipping _! Additianal Cost | To 1“-! wall Cost
Aot e s - B a3 L
10068 fsag and Site Freparation | $5,500 50, 50 533,600
maer | | 418,000, s_EL 50| $18, n1:|u
70068 s128.300] so| 0|  si26300
70074 | Trucking and Mauling i $o]  sas.000 0| $53,000
L T‘l.rhndﬂ-l;l_pmlnnﬂjulng | B s — _“l - Ei_ B “;:ﬁ.
70077 water 336,000 30 st 386,000
Iaﬁ I Welsite blmlr;t: l.vnn: !hgh.r _E.- ;E '?E"" o 45, 000
PR papa— ‘r wﬂ SR— al
0116 Containmant Dispesal Experse | 50,000 s T s " ya0,000
0163 |Camp Rentals $35,000, %0 50| 50| T s3s,000
E ?ﬂ'_l.l-ﬁ_- Flowback Tﬂtlf I __-Tn ------ _le.mﬂ 5!‘3‘.;‘; -"_? - $51, Jm.’.
70198 |SanciPropmamt 1 0| $620,400, 50 30l seava00
N _EH_J _|Mud L Mud LD#I'ID ___ R _SH.MB_ L o - _;9_ o E ___E -‘|-4 (iila]
TO28% Drilling Oparations Elmr §5,000 40 $0 0] ;s,mn
70285 | Water Tramster _ . . Cgavemal | 3o ) Ef T sanmno
0285 |Water Treatment 1 s0|  sas00 50 s0|  sesao0
70285 [FracPugn | 50 28,900 s0 T | $28,900
T Prac Vake £ Frac Trew 1 50 245,100, _iil} T $46,100
o[ty T T S —
5 T 1 $2,868,700 $212,000| 30, 34,748,300
v k Cowta
Acct Camplatien | m“lm iﬁuhnl Coat | 1 Tmr w-lm
7001 A e $30,000 Tl $30,000
71012 T _;nunu-u s  simem
e 1 | |
71015 |Intarmediste Cazing _—l T ses.oan| 30
71032 [Gther Subsurface Equament  gas000 w0
71034 |Parsancel Safety Systems | T 53,300
71036 |Pigs, -.-.n-.TrE%End B l-ﬂ ;E -
|Amodes |
71040 |Production Cosing C sl so)
N E};ﬂ - o 516, |:I|:I:I -‘EL )
T T w| 0
BT '__wnmuiunmw | s3s000] o ___q.u'
Subtats! Tanglhle Matarisls Cost | $341,000 ¥3,300
Dascripthan Dry Hole [ = |wtian [
Sub-Total Intangibls Matsrisl Costs|  §1,666,500 32,888,700 $212,000 30| 34,748,200
Sub-Total Tanglbls Materisl Costs, $341,000 $3,300 188,000 so|  seazaon
Grand Tatal $2,007,500, $3,673,000 2500,000 $o| #s,380,500
Less Outside Interasts un,‘rui $603,530 $104,018 so| s1,130,278
Total Nat Costs 51,505,708 :a,m.ﬂl' $304,008 30| 34,250,331
ke Approvers for this Project
Plrh'llr ltupanm |
_ company | Working Interest % costs. | oo
Gross T ! R
— 4 | i o -
MARATHON OIL PERMIAN LLC
ATTN: JESSICA GORMAN
5555 SAN FELIPE STREET
HOUSTON, TX 77056-2723
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VIA CERTIFIED MAIL RETURN RECEIPT
ARTICLE #7017 2680 0000 6960 5034

June 20, 2018

EOG Y Resources, Inc.
Attn: Chuck Bassett
5509 Champions Drive
Midland, Texas 79706

RE: Palmillo 26 State #214H Well Proposal
Section 26, T195-R28E
Eddy County, New Mexico

To Whom It May Concern,

Apache Corporation (“"Apache”), proposes the drilling of the following wells located in the N/2N/2 of
Section 26, Township 19 South, Range 28 East, Eddy County, New Mexico (“Operations”) as shown on the
attached Form C-102. Apache anticipates that it will begin the Operations in August 2018,

1) Palmillo 26 State #214H (“214H") with a proposed surface location to be located in the NE/4NE/4
(Unit A) of Section 26, Township 195, Range 28 East, Eddy County, New Mexico. The proposed
bottom hole location of the 214H will be located in the NW/4NW/4 (Unit D) of Section 26,
Township 19 South, Range 28 East, Eddy County New Mexico. The 214H will have a targeted
interval located in the 2nd Bone Spring formation (~7,650' TVD) to a Total Measured Depth of
approximately 12,600 feet. The estimated cost of drilling and completing the 214H is
$5,380,500.00 as found on the enclosed AFE #11-18-0997. The 214H is an infill well in the proration

unit.

Apache is proposing the Operations under the terms of a modified 1989 AAPL Model Form Operating
Agreement (“JOA"] covering the North Half of Section 26. This JOA was sent to you for review via e-mail on
May 11, 2018.

Apache’s records indicate you own a 8.0277778% working interest in the 160 acre proration unit. If you do
not wish to participate in the Operations, Apache is willing to discuss an acquisition of your interest,
contingent on reaching mutually satisfactory terms.

Apache desires to develop the north half of Section 26 on a 320 acre basis. As of the date of this letter,
Apache has not received 100% voluntary commitment from the owners in the north half of Section 26 to
move forward with this development plan and it is necessary to propose wells on a 160 acre basis. Should
you desire to participate in the 320 acre development, please contact me as indicated below.

EXHIBIT

1_ (o

APACHE CORPORATION 303 VITERANG AIRFARK LANE SUITE 3000 MIOLAND, TX 79705-4561  TEL (4328081800




EOG Y Resources, Inc.
Palmillo 26 State 214H
lune 20, 2018

Page 2 of 3

If we do not reach an agreement within thirty (30) days from the date of this letter, Apache will apply to the
New Mexico Oil Conservation Division to request an amendment to Order #16143 to include the proposed

well(s).

Should you have any further gquestions, please contact me at 432.818.1096 or
ashley.stpierre@apachecorp.com.

Sincerely,

(il S lome

Ashley 5t. Plerre, CPL
Landman — Permian Region
Enclosure



EQG Y Resources, Inc.
Palmillo 26 State 214H
June 20, 2018
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Elects to participate in the drilling and completion of the Palmillo 26 State #214H
CR

Does NOT elect to participate in the drilling and completion of the Palmillo 26 State #214H

EOG Y Resources, Inc.

By:

Printed Name:

Date:




Mpache

AFE Summary

AFE # 11-18-0997  |[FROJECT PALMILLO 26 STATE COM 214H

PROPERTY# [oendingl I IR
e v e —

FROSFECT HAME ‘_ﬂTE_’ﬁ"[l- ) PROSPECT & “13_[!'.11

COUNTY/STATE  |FOOY/ NEW MENICO | DISTRICT oW isTRICT
B B APACHE FIELD NAME
[FOCUS ARER

LEGAL DESCRIPTION

/2 N7 SEC 25-TIOS-A2BE

PROJECTS )
Trpe Obfective Dascription
Driling 11-18-0597-DH  |TE.S53055 | 2nd Bone Spring Sand Drift & harizontal well ts produce the 2nd Bong Spring
Sand formation a5 follows: Preget 17-1/7" hole to 400°
with spudder rig. Set 13-3/8° 480 H-40 casing and
cement te surfacs. Drill & 12-1/4° hole to 3000°, Sat 9-
| 58" 40# 1-55 casing &nd carmand to surface, Drll an B-
| 4" depth of ~BACD". Dl an B-374° curve a1 12
DEGS1OC" and land At ~7600° MD, 7280 TVD. Dl &
|=4500, 8-1/2° lsteral secilon te TD of ~12400° MD, 7150'
\TVD. Set and emt 5-1/2° 17% P-110 BTC/GB-CD casing
i 1 \string to 124007, Estimntad time |s 1 days HIRU + 11
I I 1l 1 ) | Days o Orill +Ime|_:l-lit. Rig Bate = $24% per cay.
Complatian | 11-16-0997-CF TB.953055 2nd Bane Spring | 27 Stage PA® complete 4800 ft. interal @ 180 R/stg
= e } : o [3000 ¥R 0% RC 48 ST Water @ 1.2 $/b51
Equipping 11-18-0997-EQ 78.993055 Install artificlal Bt and necessary This AFE will provide funds 1o equip and produce &
wifrestructy harizontal well in the Palmille devslopment. The funds
reguedted will be used to purchase and ingtall preduction
flowlines and ges Injection line from wellhead o the
I Lattery and from the compresser discharge o the
] witllhasd, hésders for production lowlines and gas
Injection flowsne for the paed, Iratalinticon of artificial ik,
fowr back for two weeks, wellhead sutamation, and
| predustion tes,
Intenglble Development Costs
2 Sl " s s e L R I
Acct __ Dascriptien 1 Bry Hola Complation | ) Total Wall Cost
65508 Drilling/Percentage | 6,500 $a| 46,500
e STROPEWE Ovarhind | i | NS W——
edey  |bies & and Reamars | it [ | S| s _¥a8%
70004 |CasmgCrews | %4600 B I B " 348,000
70005 Cement and Cementing 4167,000 1] 50 $0) S187,000
e Jandom: S S— L W N
F0007 | Chemicats D s 165,800 ) 8, % S165 BOD
_ Tooog Communications $3,000| %0 §3,000
_ Fool: Company Sipardvan ) ] o 83,000 %3m0 $31,800
_7opir  |Compary Vehicle andier Boat | 51,000 41,000 ]
I |Cantract Labar 1 $a0,000] $0/ ) ¥54,000
LT ]c_g@m Rige-Daywerk | s424.000) s100 gdO.000) 0 §454,100
70021 |Cantract Supdrvisien | . 450,000 40 $140,700
700232 {Directional Drilling | $136,000 | 0, 5115,000
e ; L it i : T EREEIES g s eme e
_ Toazs Drilling Fluids | szspen) s 50 %0 $125,000
w025 [Gecmcmcona | w| s swwe ol w0
?@1 _ |Equipmant Rarital . e ) F90,000 N 331,600 o 15,000 o E.DJ _ S144.B00
 7o034 Formation and Well Stmulston | $0) 3608600 s, s $h015, 600
7005 |FormetenTestion | w 00| s w0 $64,100
L Jo0ar _|Fusd - e 47,000 - $215,000 . 50 | B 262,000
FO046 Land and Site Reclarmation | 45,000 50 I ) 50 5,000
Fooe7 LeplarndCurative, |  #250007 ! L I ... BN 32,000
0043 ltegging U RN - M L ¥ $289,400
o054 |LOE-Oehar §30,000 | $0 0 | 430,000
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Aot | DIl:rn#I-n ' Dry Hule _ Egulpplng  Additian: | et | 'r-um- | Cost
70064 Rig Mabiization i 345,000 a0 0] 48,000
70085 |Road and Swe Preperation $26.000 | B s_n _ ﬂ e300
Jo0er Salt Water Disposal | . $18.000
T 70063 |Colled Tubing T 5128300
Foa74 Truscking and Haukag | $53,000
?-l:;u;aa -Tu.iluilr Ir.v.:iu.cﬂ.nr;r;'lmg | u:,i,ﬁ-n.l;.l
A |waer | £365,000
T 70078 | welsite Domages, Loss, Right- | . 45,000
of-Way
70116 Containmert Disposal Expense | i 590,000
T 70163 |Camp Rentels ] ' 335,000
0186 |Flowbeck Tester | I 551,300
0198 |Sand/Prappant - stand0n
70243 Mud Logging 1 - $14,000
[ “_- 70255 ) .Drllllng Dp-imm Elﬂtlf | i B _EH_E'.E'
ToXES 'I'h'bur fraruhr | £27 80D
TEE 'I'Imr Tl'"'[m" o - -_-l o -m
70283 |Frac Plugs | | 328,900
70zE1|Frac valve / Frac Tree 0| 5| -  aEam
70528 | Safaty Casa $2,000 30| 0| s %2,000
Subtaral Intangible Davelepment Costs | $1,664,500|  §3,068,700 212,000 $0 38,748,200
Tanglblin Dovel t Costs
Acct Dry Hols | Complation | Equipping | Additional Cost| 'rqul wall :m
T vom I | Y $0  sw.000
71012 | sn| 90 s110,000 | s110,000
Ti01E I 50| $10,000
71018 Intermeciate Casing | $85,000
7032 |Gther Subsurtace Equipment | “$51,000
71034 Personnel Safety Spstems | T
TA036 Pigs, Valuas, Fittings and [ $15,000
Ancdes |
740 |Production Casing —| 3170,000
U050 [Surtace Casing ' 516,000
o | ‘0000
71058 Weinesd Assembly | 370,000
‘Subtota] Tanglsle Materisls Cost | $633,300
Dascription Dry Hols Completion Equipping | Additionsl Cost [ TotalWeliCast
Sub-Total Intanglbls Meterisl Costs $1, 666,500 %3, 868,700 $112,000 s0| 34,748 200
Sub-Total Tanglbla Meterisl Costs) 4341,000) $3,300 $288,000 s0]  ss3z,300
Grand Tetal $2,007,50 $2,873,000 $500, 000 $0] 55,380,500
Less Outside Interests $421,714 $503,530 $105,035 so| §1,030,279
Total Nat Conts $1,985,786 ¥1,200,470 394,905 so| s4,250,231
Mo Approvers for this Project
Partner Response: | [
Company | Working Interest % | Costs | _ Amprove sy —
Gross | | | | '
Commants
EOG Y RESOURCES, INC.
ATTN: CHUCK BASSETT
5509 CHAMPIONS DR
MIDLAND, TX 79706
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STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL CONSERVATION DIVISION

APPLICATION OF APACHE CORP.
TO RE-OPEN CASE NO. 16143 AND
MODIFY ORDER NO. R-14766 TO
ALLOW FOR DRILLING OF A
SUBSEQUENT WELL AND
COMPULSORY POOLING,
EDDY COUNTY, NEW MEXICO.

CASE NO. 16143 (Re-opened)

ORDER NO. R-14766

Mike Muncy, being duly sworn, deposes and states:

1. Tam over the age of 18, and have person knowledge of the matters stated herein. I have
been qualified by the Division as an expert petroleum geologist.

2. Iam a geologist for Apache Corporation (“Apache”), and I am familiar with the
geological matters involved in this case.

3. On May 17, 2018, Apache presented an application in Case No. 16143 which requested
the approval of a non-standard spacing and proration unit, the pooling of all uncommitted
mineral interests, and the approval of non-standard locations within the N/2 N/2 of Section
26, Township 19 South, Range 28 East, NM.P.M., Eddy County, New Mexico. This
application was for the development of the Palmillo 26 State Com Well No. 315H and
Palmillo 26 State Com Well No. 316H wells (API Nos. 30-015-44907 and 30-015-44908).

4. An order was issued in Case No. 16143 on July 2, 2018 — Order No. R-14766.

5. Apache now seeks to re-open Case No. 16143 and amend Order No. R-14766 to allow for

the drilling and concurrent completion of an additional well within the pooled unit.

EXHIBIT

5

e



6. Apache asks that the exhibits admitted in the record in Case No. 16142 on May 17, 2018
be incorporated into the record for this proceeding.
7. The well that Apache seeks to include under Order NO. R-14766 is the Palmillo 26 State
#214H well. The targeted interval for this well is the Second Bone Spring Sands.
8. The following additional geological exhibits are attached hereto:
a. Exhibit A is a structure map on the base of the Second Bone Spring Sands. It
shows that the structure dips to the southeast. It also shows the Second Bone
Spring Sands wells in the vicinity of the proposed 214H well, and a line of cross-
section.
b. Exhibit B is a Gross Sand Isopach map of the Second Bone Spring Sand interval.
The Second Bone Spring Sands is uniform across the proposed well unit.
c. Exhibit C is a cross section, which highlights the targeted interval for the 214H
well. The well logs on the cross-section give a representative sample of the Bone
Spring formation in the area. The Second Bone Spring Sands are continuous
across the well unit.
9. Iconclude from the maps that:
a. There are no structural impediments or faulting that will interfere with horizontal
development.
b. Each quarter quarter section in the unit will contribute more or less equally to
production.
10. The preferred well orientation in this area is east-west. This is because of offset
horizontal well production and formation microimager (FMI) interpretation from the

Palmillo 14 State #1H pilot hole (API 30-015-39027).



11. The producing interval for the well will be orthodox and will comply with the Division's

set back requirements.

/‘Z;é,/ﬁm._b/'

Mike MunEy

SUBSCRIBED AND SWORN to before me this 18th day of September, 2018 by Mike Muncy

Dol et

Notary Public

My commission expires:_© 1529
RULLLLIT












STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL CONSERVATION DIVISION

APPLICATION OF APACHE CORP.
RE-OPEN CASE NO. 16142 AND
MODIFY ORDER NO. R-14765 TO
ALLOW FOR DRILLING OF A
SUBSEQUENT WELL AND
COMPULSORY POOLING,

EDDY COUNTY, NEW MEXICO.

CASE NO. 16143 (Re-opened)
ORDER NO. R-14766
AFFIDAVIT
STATE OF NEW MEXICO )
COUNTY OF BERNALILLO )

Jennifer L. Bradfute, attorney in fact and authorized representative of Apache
Corporation (“Apache™), the Applicant herein, being first duly sworn, upon oath, states
that the above-referenced Application was provided under the notice letter and that proof
of receipt is attached hereto. Apache has conducted a good faith, diligent effort to find

the names and correct addresses for the interest owners entitled to receive notice of the

application filed herein.

3 . ...SHEEG_RIBED AND SWORN to before me this 5" day of September, 2018 by
/ ~J_E'rin-i fer. L 3 qg’d_ fute.
2 iE NN T (e

A Notary Public

@

My cumm:ssmn expires: (U - 22 -20.7 7

EXHIBIT

A
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