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

AMENDED APPLICATION OF
READ & STEVENS, INC. FOR A
HORIZONTAL SPACING AND
PRORATION UNIT AND
COMPULSORY POOLING,
EDDY COUNTY, NEW MEXICO.

CASE NO. 16503

AFFIDAVIT OF MARK W. COMPTON

STATE OF NEW MEXICO )
) ss.
COUNTY OF CHAVES )

Mark W. Compton, being duly swomn, deposes and states:

1. I am a landman for Read & Stevens, Inc. (“Read & Stevens™), and have personal
knowledge of the matters stated herein. I have been qualified by the Division as an expert
petroleum landman.

2. Pursuant to NMAC 19.154.12.A(1), the following information is submitted in
support of the above referenced compulsory pooling application:

(@  Read & Stevens seeks in this case an order from the Division for compulsory

pooling of working interest owners who have refused to enter into the Bone Spring

horizontal spacing unit described below, and in wells to be drilied in the unit.

()  No opposition is expected. The interest owners being pooled have been contacted

regarding the proposed well; they have failed or refused to voluntarily commit their

interests in the well; and none have entered an appearance in opposition to Read &

Read & Stevens, Inc
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Stevens’ application. A copy of Read & Stevens® Amended Application is attached to
my affidavit as Exhibit “A.”

{c} A plat outlining the unit being pooled is attached to my Affidavit as Exhibit “B.”
This exhibit also includes the ownership of cach separate tract in the proposed unit and
the proposed well’s location within the unit.

{d)  Inits Application, Read & Stevens seeks an order from the Division: (i} creating a
160-acre, more or less, horizontal spacing and proration unit covering the W/2W/2 of
Section 3, Township 20 South, Range 34 East, NMPM, Lea County, New Mexico; and,
{(ii) pooling ail mineral interests in the Bone Spring formation underlying this proposed
spacing and proration unit. This proposed spacing and proration unit will be the unit for
the North Lea 3 Federal Com #4H well, being horizontally drilled. The producing area
for this well will be orthodox. Also to be considered will be the cost of drilling and
completing said well, the allocation of these costs as well as the actual operating costs
and charges for supervision, designation of Read & Stevens as operator of the well, and a
200% charge for risk involved in drilling said well. Said area is located approximately 25
uﬁles west of Hobbs, New Mexico.

(e)  There are no depth severances within the Bone Spring formation underlying the
proposed unit.

() Attached as Exhibit “C” to my Affidavit is a proposed C-102 for the well. The
proposed TVD for the well is approximately 10,818 feet. The well will develop the Quail
Ridge South; Bone Spring Pool (Pool Code 50461}, which is designated as an oi] pool.
(g)  The parties being pooled, their last known address, and the nature and percent of

their interests are set forth in Exhibit “D” to my Affidavit.



() 1have conducted a diligent search of the public records in the county where the
well is located, searched phone directors and conducted computer searches to locate
contact information for parties entitled to notification.

() Exhibit “E” attached to my Affidavit is & summary my attempts to contact the
interest owners. There were some un-locatable interest owners or retirned mailings.

6] Read & Stevens has made a good faith effort to obtain voluntary joinder of the
working interest owners in the proposed well.

()  There are o overriding royalty interests in the acreage at issue.

6] Exhibit “F” attached to my Affidavit is a copy of the well proposal letter and
Authorization for Expendinire for the proposed well sent to the interest owners in seeking
their voluntary joinder in the unit. 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.

(m) Read & Steveos requests overhead and administrative rates of $7000/month
during drilling and $700/month while producing, These rates are fair, and comparable to
the rates charged by other operetors for wells of this type in this area of Southeastern,
New Mexico. Read & Stevens requests that these rates be adjusted periodically as
provided in the COPAS Accounting Procedure.

{n)  Read & Stevens requests the maximum cost plus 200% risk charge be assessed
against non-consenting working interest owners.

{(0)  Read & Stevens requests that it be designated operator of the well.

3 The attachments to my Affidavit were prepared by me or compiled from company

business records.



4. T attest that the information provided herein is true, comrect and complete to the

best of my knowledge and belief.

5. The granting of Read and Stevens’ application is in the interests of conservation

Y/,

Mark W. Compton

and the prevention of waste.

SUBSCRIBED AND SWORN to before me this 31% day of October, 2018 by Mark W.
Compton.

Notary Public
My comumission expires: ﬁfgﬁ} 5 A7

W3303266.D0OCK




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

AMENDED APPLICATION OF
READ & STEVENS, INC. FOR A
HORIZONTAL SPACING AND
PRORATION UNIT AND
COMPULSORY POOLING,
EDDY COUNTY, NEW MEXICO.

CASE NO. 16503
AMENDED APPLICATION

Read & Stevens, Inc. (“Read & Stevens”), OGRID Number 18917, through its
undersigned attorneys, hereby makes an application to the Gil Conservation Division pursuant to
the provisions of NMSA (1978), Section 70-2-17, for an order: (1) creating a 160-acre, more or
less, horizontal spacing unit and proration unit covering the W/2W/2 of Section 3, Township 20
South, Range 34 East, NMPM, Lea County, New Mexico; and, (2) pooling all mineral interests
in the Bone Spring formation underlying this spacing and proration unit. In support of this
application, Read & Stevens states as follows:

1. Read & Stevens is an interest owner in the subject lands and has a right to drill a
well thereon.

2. Read & Stevens seeks to dedicate the W/2W/2 of Section 3, Township 20 South,

Range 34 East, NMPM, Lea County, New Mexico to the proposed well to form a 160-acre, more

or less, horizontal oil spacing and proration unit.

3. Read & Stevens plans to drill the North Lea 3 Federal Com #4H well to a depth

sufficient to test the Bone Spring formation.

4. The well that Read & Stevens seeks to drill will comply with the setback

requirements established under the Division’s rules.
Read & Stevens, inc.

CASE NO. 18503
EXHIBIT A



5. Read & Stevens sought, but has been unable to obtain a voluntary agreement from
all interest owners in the Bone Spring formation underlying the proposed unit 1o participate in
the drilling of the well or to otherwise commit their interests to the well.

6. The pooling of all interests in the Bone Spring formation underlying the proposed
unit will prevent the drilling of unnecessary wells, prevent waste and protect correlative rights.

WHEREFORE, Read & Stevens requests this application be set for hearing before
an Examiner of the Oil Conservation Division on October 4, 2018, and after notice and hearing
as required by law, the Division enter its order:

A. Creating a spacing and proration unit in the Bone Spring formation
comprised of the W/2W/2 of Section 3, Township 20 South, Range 34 East, NMPM, Lea
County, New Mexico.:

B. Pooling all mineral interests in the Bone Spring formation underlying this
spacing and proration unit;

C. Designating Read & Stevens as operator of this unit and the wells to be
drilled thereon:

D. Authorizing Read & Stevens to recover its costs of drilling, equipping and
completing these wells;

E. Approving actual operating charges and costs charged for supervision,
together with a provision adjusting the rates pursuant to the COPAS accounting procedure; and

F. Setting a 200% charge for the risk involved in drilling and completing the

wells in the event a working interest owner elects not to participate in the wells.



Respectfully submitted,

MODRALL, SPERLING, ROEHL, HARRIS

:@ DeBrine, Jr.

Jennifer Bradfute

Post Office Box 2168

500 Fourth Street NW, Suite 1000
Albuquergque, New Mexico 87103-2168
Telephone: 505.848.1800
edebrine/@modrall.com
ilbimodrall.com

Attorneys for Applicant

Yoldox \client\60806\01 1 3\PLEADING\W3284982. DOCX
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CASE NO. 16503: Amended Application of Read & Stevens, Inc, for a horizontal spacing
unit and proration unit and compulsory pooling, Lea County, New Mexico. Applicant seeks
an order from the Division: {1) creating a 160-acre, more or less, horizontal spacing and
proration unit covering the W/2W/2 of Section 3, Township 20 South, Range 34 East, NMPM,
Lea County, New Mexico; and, (2) pooling all mineral interests in the Bone Spring formation
underlying this proposed spacing and proration unit. This proposed spacing and proration unit
will be the unit for the North Lea 3 Federal Com #4H wcll, being horizontally drilled. The
producing area for this well will be orthodox. Also to be considered will be the cost of drilling
and completing said well, the allocation of these costs as well as the actual operating costs and
charges for supervision, designation of Read & Stevens as operator of the well. and a 200%
charge for risk involved in drilling said well. Said area is located approximately 25 miles west of

Hobbs, New Mexico.
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N. Lea 3 Fed Com #4

Interest in
Tract Interest in Well
[eanmagasez ] [Crevion Usa, inc. 0.189 0.09505778
IMRC Permian Co. 0.0569998 0.06817392)
Bruce A, McNaughton 0.01562513 0.00340764,
Lauritz Christian Jenson, Sucessor
Trustee of the Jloann E. lensen
Family Trust u/a/d 8/30/96 0.002 0.01805502
Laura K. Read, LLC 0.002 0.01005902
M.P.5., Inc. £.01000025 0.00502964
Stiart E. Leay $.00333342 0.00375665.
S.N.S. Oi! & Gas Properties 0.00588% 0.00707665!
Weimer, Inc. £.0049957 0.00251463
Ameredev, New Mexico $.0178211 £.00896314
Abby Carparation L.07717% $.03836173
Loveless Land Holdings We 0.00603167 0.00299803
Lucindz Loveless, single woman 0.00303473 0.00150841,
Lucinda {oveless, Trustee of the
Lucinda Eoveless Revoecable Trust
dated 12/21/06 (.0031888% 0.00158499
IMRC Fermian Co. 0.0764451
Nancy Peacock Mackey 000334139 0.00156142
~ Stuart E. Keay 0.0041845
Justin McClebiznd 0.30015455 0.60076819
S.N.S. Oil & Gas Properties 0.01049615
Andrea M. Bunnett, sep prop 0.00167528 0.0008327)
Wesley Merrick Miller, sep prop 00006182 000030728
AMNM 54422 Abby Corporation 0.07717%
Loveless Land Holdings LLC £.00683167
Lucinda Loveless, single woman 0.00303473
Lucinda Loveless, Trustee of the
Lucinda Loveless Revocable Trust
dated 12/21/06 0.00318881
JMRC Permian Lo. 0.0764451
Bruce A. McNaughton 0.00301163
Nancy Peacock Mackey 0.00314335
Stuart E. Keay 0.0041849
Justin McClelland 0.30015455
S.N.5. 0il & Gas Properties 0.00607482
Susan Bonner Mead, Trusies of the
Virginia Cole Houston New Mexico
Property Revocahle Trust 0.006182 0.00153638
Andrea M. Bunnett, sep prop 000167528
‘Wesley Merrick Miller, sep prop 0.0006182
£.2695572

Fotal Pooled Interest

Read & Slevens, inc

CASE NO. 16503
EXHIBIT B
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B HOBBS OCD :
: 3] '
Fomm 3160-3 Seu4ETARY'S FGEW FORM APPROVED
{Augast 2007) ouL1o 0B o ¢ OMB No_ 10020137
UNITED STATES i Expires iy H, 2010 3 H L
DEPARTMENT OF THE INTERIOR 5. Lease Serial No
BUREAU OF LAND MANAGEMENT RECEWVED SWL- nweds2  ammNm 54432

APPLICATION EOR PERMIT TO DRILL OR REENTER 6. Il indis, Aotee oe Tribe Name

1 K Unitor CA Agreement, Name and No.

fa Typeofwork: LZJDRILL [Jreenter L
po-W- ,
i § Lease Name and Well No.
b, Type of Weik o Welt [ ] Gas Welt [_JOther [ ]singtc Zone [ Multile Zune | hiortn Lea 3 Fed Com #an <2/ P4 37
2 Mame of Operator Reag and Stevens, inc <jg’-?/;? 9. APl Well No, -
FOO25- Y288V /.
3b. Phone No. finclude area cods) 10. Field and Pool, or Exploratory v 2274

Ja. Address 400 N, Pennsyivania Ave #1000
Roswell, NM 88201 575-822-3770 AL & !%ﬁi@lﬁw

4 Location of Well Report location clearly apd in ocgordance with ary Stte reguirenenis. ®) 11, Sec, T. R M. or Blk.and Survey or Area
Atswface 200'FNL 970 Fwi D‘,’»‘- . Sec. 3 T-208 R-34F

Alproposed prod. zone 330' FEL 970 FWL 6:‘4}

14, Distance in miles and direction From néarest lown 0¢ post office? 12, County cr Pansh i3, State
28 miles WSW of Hobbs Lea N
15. Distance from proposed® . 15 No. of acres in lease 17, Spacing Unit dedicated 1w this well
location o ncarcst 200 602.45 15; ¢
roperty of fease ling, i
&lsc 1o nearest drig. unil ling, if zny)
18 Distance from preposed location® g0 raduis maps 1%. Proposed Depth 20 BLM/BIA Bond No. on file
to neares! well, dniling, compleled,
apptind for, o s lease T attached. 10,918TVD/ 15,467MD NM-2310
3. BElevations (Show wheiher DF, KDB, RT‘, GL, e} 22 Approxtmate date work will start* 23, Estimated duration
GL - 3660.5' RKB - 368825 08/01/2014 80 days untd compiation

24, Attachments
The following, completed in accordance with the requirements of Onshore Ot and Gas Order No.1, must be attached w0 1his form:

4. Bood o cover the operations uniess covered by an existing hond on file {see

b Well plat certified by a registered surveyor.
Item 20 ahove).

2 A Dniling Plan.

3 A Surface Use Pian {if the location 5 on National Forest System Lands, the 3. Operator certificstion
SUPO must be filed with the apprapriate Forest Service Office) 6. SW}& other site specilic infbrmation and/or plans a5 mav be reguired by the
BL
25. Signatur . Name {Printed/Typed) Date
i Steve Motris 05/30/2014
Titke
Sr. Drilling Engineer )
Approved by (S;gnarwg &@VQ @ aﬁfey Name (Printed/Typed) . Q’g]‘ 2 - 20}5
Titke Office
FIELD MANAGER CARLSBAD FIELD OFFICE
Application approval does not warrant or centify that the applican! hoids legalorequitable fitle to those rights in the subject Jease which would entitle the applicant 10
conduet eperations thereon, 7 APPROVAL FOR TWO YEARS

Conditions of approvad, if any, are attached.

Title 18 US.C. Section 1001 and Title 43 USC. Section 1212, make it a crime for any person knowingly and witlfully to meke 1o any department or agency of the United
States any false, fictitious or fraudulent statements or representations as to any matter within its jurisdiction,

{Continued on page 2)
Capitan Controlled Water Basin /( Z / ,,
197/// % JUL 192015

SEE ATTACHED FOR

Approval Subject to General Requirements
" & Special Stipulations Attached CONDITIONS QFE.A

*{instructions on page 2)

CASE NO. 16503
EXHIBIT C

Read & Btevens, Inc. E



Qi
1628 N, Fronch De.. Hobls, NM 38749
PFhoner{575) 3034161 fau (275) 3950720

Qisecict
£ 5. Firtt §4. Anesin NM 83210

HOBBSOCD
g 201

State of New Mexico
Energy, Minerals & Natural Resourées De

Form C-102
Reviged Auguit 1, 201 |
Submit one capy to appropriate

Phowe: (5751 24B- 1285 fax: (375} 7489700

1000 Rio Brozod Road, Artec, NM 740
Phone (305} I34-6 175 Fax: (365} 1246130
Dintricy IV

1230805 me:us Dr.. Sama Fe, Nt 87545
Phose: (3053 136.J060 Shx: (505} 47673463

OIL CONSERVATION DIV ISEO
1220 South St. Francis Dr.
Sarita Fe, NM 87505

RECENED

Diistrict Office

7] AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

VAP Nu ! Pool Cisde ¥ ool Nami
o028 J263 40¥6( Rupt Mibee; 15 S 4TH
* Property Code *Property Name el Number.
3/343% NORTH LEA 3 FED COM 4H
TOGRI No, * Operator Name ? Elevation
18917 READ & STEVENS, INC. 3660.5
¥ Surface Location.
Ui or fot no. Section | Tewnship Range Lot fdn Feet from the Nerth/Souit line Feet from the East/West line County
4 3 s ME 200 NORTH 974 WEST LEA
" Bottom Holé Location If Different From Surface ’
L or lof no. Settion Township Range Lot tdn Feet from 1he North/Scuth line Feot from ibe EnstA\Vest fine Coduty
M 3 208 | 34E 330 SOUTH 970 WEST LEA
" Dedicated Acres |V Jointor Infill | Comsolidarion Code. | Grder Na.
160,95

No allowable will be assigned to this completion until all interests have been consolidated ora non-gtandard unit has been approved by the

_Lf- l.‘h'éSQZ M, 20,52 00N

division..
NB9 2450 @e42.85 FT HBS'25°36"E 2639.86 FT " OPERATOR CERTIFICATION
“N/e CORNER SEC. 3 ; YNE c?gcasggm 1 eretss corefy that the Infarnas i heeein It e o cesmiply
L 870" 4 {LAl. = 338732134 = 8" ths b of sy biva S
T SuReace 10N = 1033252 B8TW | NG = 16532220 1o he sty bdecgsant i s s Staion it
B i s & warkiny ierést v irlediod miterad itveres: in she dind feecling
g ! e Fraghused B 4 i b ' i this vl o i
zl . NORTH LE4 * 3 f‘ED cou paH H 8 rew bofm,!afa&bmmfnr "l‘rn?ﬁfndﬂﬁ‘lfm‘u:‘#fu&u
8 m CQR;%RESSEEGQTN | ELEV. = 38805 | { =1 ExCrlit prorsucins & o Yerrnet with ar ey of siech e mimirul o iorking
Bl Lowe. -~ 1033723 785w | ngc“ 2 gggg 22239%'}‘&033) 7 i E dseveat, b e vohizsary oGl agréeineic ond compulsiny poofing
8 a0 ! = f lu 1% ovder evwsafiore cutées by die dhiiie,
LA 095 A BN 3 1L SO &1 S, Ly -
2| K o) : + + » ~N.—"05/30/2014
i i f ! 3 | e ' Taw-
3 i i ! b .
- | i g Steve Maorris
11 H i Il Pried Mo
- i i .
i 1 ] Steve.Morrs@mojocorp.ca
! i £ f/a coanek seC. 3 Emad Address
Wy4 CORNER SEC. 3
~u(;‘- -—}P}&O?,&-}E—ﬁ e — = e — o AT e 336 OAEE™N

LOKG. = 10535 3804W,
I

| USINE THE NORTH AMER
1 FORMAT,

5\'&’ CGRNiR SEC 3
= 3Y3B4152°N | BOTTON OF HOLE
LONG e I0F3IDE0W AT = 33544, 798"°N

(=3

i NOTE i

| LAITLDE ARD LONGITUGE . COORDINATES. ARE S+Own
IN DEGREES WINUTES DECIMAL SECONDS
BASIS OF GEARNG

; mriﬁ?sr {NADAS) COORONATES MODIFED T

f

o BT ] tDﬂG = 107332 492'*#5 5 ’,4 CORNER. SEC.
i ‘&' BOTICOM w 37354 BJS‘N !
Qf HOLE

OATUM OF 1983

)
|
i
!
& NEW WEXKD STATE Ii

1
i
;
| SE CORNER SEC, 3

= 354t 724‘N

LONG. = 10373222 GQW\‘

A3 S¥ EE9T A5k BLO0S

TN

wns -= 103375I040°W Lonc 1033222155

s88 iQ SS'W 263255 FT

SB5 2254 W 2642.75 FT

*SURVEY.OR CERTIFICATION

[ eretws certify that the welt Tocation showi o this
plas was p!attzdﬁomﬁe}d tes af ectual seovevs
isieyy, and tha the

ARAMILLO. LS 12757
SURVEY N 1893

JUL 1 82015
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Summary of Contacts with Interest Owners

Read and Stevens sent well proposal letters to interest owners on July 30, 2018.

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

Read and Stevens conducted updated record searches and internet searches for contact
information for parties it seeks to pool.

Read and Stevens continued to attempt to contact the parties who had not executed an
agreement.

Read and Stevens filed an application to force pool parties who had not entered in to an
agreement.

Read and Stevens sent notices of the force pooling application to the addresses of record.
Read and Stevens continued to negotiate and reached agreement with additional interest
owners.

Read and Stevens also published notice in a newspaper of general circulation in the
county where the wells will be located. '

Read & Stevens, Ino.

CASE NO. 16503
EXHIBITE



READ & STEVENS, L _.
~ OILPRODUCERS o
Maiting address L0000 400 Penn Plaza, Suite 1000 Phong: $73/622-3776

z T . Fax: $75:022-8643
;OG'XB;;X\{;:SMQXM 43309 Cooow 7 Roswell, New Mexico 88201 i
SIS, i ads

July 30,2018

RE:  North Lea 3 Federal Com #4H Well .~~~
Township 20 South, Range 34 East, N.M.P.M., Lea County, New Mexico
SHL; 330° FNL & 970’ FWL; BHL: 330’ FSL & 970" FWI., Section 3 _

Dear Working Interest Owriers . =& 00 w000

Read & Stevens, Inc., as Operétof, h:efeby prc;pSSes' the dh'ﬂing and completing of the above described
well to test the 3™ Bone Spring formation at a Total Vertical Depth of 10,838’ and a Total Measured
Depth of 15,317". The estimated costs are $8,438,729, as outlined in the enclosed AFE.

Enclosed is the proposed Operating Agteement for your review. If you elect to participate, please retumn
the signature pages for the Operating Agreement, a copy of the AFE and the election form. If you elect
not to participate, Read & Stevens Inc. would be interest in acquiring your interest in the W/2W/2 of
Section 3, T-208-R-34E, either through a Farmout or an Assignment.

Due to permit requirements, time is of the essence. If you have any questions, please don’t hesitate to call
me at 575-622-3770. We look forward participating in this operation with you.

Respec; Z

Mark Compton
Landman

Read & Btevens, Inc,

CASE NO. 16503
EXHIBITF



READ & STEVENS, L..C.

R OIL PRODUCERS G R
- - Mailing address St 400 Penn Plaza, Suite 1000 i . Phone: 575/622-3770

: . o s : §75/622-86
. .;O?“S?}\;sw Mexwosszm Roswell, New Mexico 88201 FE Fax: 375/622-8643

NORTH LEA 3 FEDERAL COM #4H -
ELECTIONFORM .

elects TO participate in the drilling of the above described well and wﬂl partzmpate under Read &
Stevens, Inc 1nsurance

elects TO participate in the drilling of the above descnbed weil and wzll provnde proof of
' “insurance. o



AUTHORITY FOR EXPENDITURE PAGE 13
READ & STEVENS, INC.

08/01/2018
AFE: 201 DRILL & COMPLETE Flekd: 50461
Property: 010707 NORTH LEA 3 FEDERAL #4H ST/County: NMLEA
Location: BHL: 330 FSL & S70' FWL Vel Type:
Operator: 3995900 READ & STEVENS, INC. Obj Zones: DAC IN GUAIL RIDGE BONE SPRING
Begin Date: DB/ME2018 . SOUTH
) ) DRY HOLE/
CATEGORY DESCRIPTION DRALLING COMPLETION RECOMPLENON TOTFAL
INTANGIBLE COSTS
FUEL, POWER, WATER: 151,300.00 0.00 0.00 151,300.00
LOG PREP & DMGE(ROADS,LOC APD) LOCATION,ROADS, PITS, SURVEY 146,000.00 0.00 2.00 145,000.00
. PERMITS, CLEANLIP DAMAGES
TITLE OPINION
MOB/DEMOS:! 214,000.00 0.00 0.00 214,000.00
DRILL RATE DAYWORK: 26 DAYS DRILLING 540,000.00 0.00 2.00 510,000
BiTS,CORING DST: 92,500.00 a0 0.00 §2,500.00
CLOSED LOOP HALL OFF/DISPOSAL:  FLUDS & CUTTING 482,000.00 800 0.00 452,000.00
DISPOSAL
MUD & CHEMICALS: DRILLING MUD.CHEMICALS 134,400.00 000 000 134,400.00
& COMPLETION FLUIDS
CORING & TESTING: OFEN HOLE LOGGING 18,500.00 000 000 18,500.00
AND SIDE WALL CORING
MUD LOGBING: £9,000.00 000 0.00 58,000.00
HALLING & FREIGHT: 7,500.00 7,500.00 6,00 75,000.00
ENGINEER,GECLOGY,CONSULT,SUP  WELLSIDE: ENGINEERING GEO, 35,000.00 €00 000 135,000.00
CONSULTANTS
CEMENT/SVOS{CENT,DV,ECP, CREW): 153,986.00 6.00 0.0 153.955.00
INSURANCE/BLOWOUT/GAUMBRELL 26,040.00 0.50 0.00 25,040.00
DRILLING OVERHEAD: 10,200.00 5,000.00 0.00 15,600.00
CONTINGENCIES: M3 47000 0.00 0.00 313,479.00
SAFTEY & ENVIRONMENTAL: 1,000.00 0.00 0.00 1,000.00
NIBPLE UP CASIG INSPECT,OTHER:  OTHER WELL SERVIGES, ' 5823500 0.00 0.00 56,235.00
NL/BOB CASING INSPECTION
DIRECTIONAL DRL FKG,GRMWDPD 382,550.00 0.00 0.00 392,550.00
OTHER SERVICES: 26,000.00 0.00 8.00 35,000.00
FUEL & POWER, WATER; 0.00 48465200 2.00 484,652.00
LOCATION ROADS, SURFACE DAMAG 0.00 20,000.00 2.00 20,000.00
COMPLETION DAYWORK RATE: 0.00 68.000.00 .00 £8,000.00
BITS & REAMERS, CORING & DST: 0.00 8,000.00 9.00 £,000.00
FLUIDS & GUTTING DISPOSAL: 0.00 5,500.00 2.00 5,500,00
MLID & CHEMICALS, FLUIDS: 0.00 18,000.00 0.00 18,000.00
SLIPERVISION: 0.00 27.000.00 0.00 37,000.00
GEMENT & SERVICES: .00 93,069.00 0.00 93,089.00
GASED HOLE LOGGING,PERFORATIO CASED HOLE LOGGINGAND 000 14740300 0.60 147,403.00
PEREORATING
ACIDIZING, STIMULATION: STIMULATION TREATMENT 000 2,338471.00 0.00 233847100
24 STAGES (335K LBS/STAGE)
COMPLETION UNIT: COMPLETION RIG, POWER SWIVEL 000 33645000 0.00 336,450.00
AND REVERSE UNIT ETC,
CONTINGENCY: 000 48839160 0,00 488,391,00
PUMP # TESTS: 000 1,000.00 0.00 4,000,00
NL/BOP, CASING INSPECT,OTHER 8V, 0.00 77,160.00 0.00 77,100.00
DIRECTIONAL DRILLING PACKAGE:  EQUIPMENT RENTAL INGL 000 102,250.00 0.00 102.250.00
SOLIDS CONTROL, CLOSED
LOGP & DIRECTIONAL SVC
OTHER SERVICES, CONTRACT SVC: .00 16,000.00 0.00 16.600.00
FOTAL INTANGHELE COSTS 298145000  4,253,786.00 0.00  7,235,246.00
TANGIBLE COSTS
SURFAGE CASING: 1620' 13 I 54.54 72,414.00 0.00 600 7241400
H4D $38.97FT
PROTECTIVEANTERMEDIATE CSG: 5505 0 6/8° 408 214,089.00 .00 0.00 214,089.00
. 55 538,890FT .
WELLHEAD/SURFACE EQUIPMENT:  GASING HEADY 20,350.00 £,850.00 0.60 28,200.00
CHRISTMAS TREE

Inifial;



AUTHORITY FOR EXPENDITURE
READ & STEVENS, INC,

PAGE 14

oBip1/2018
AFE: 201 DRILL & COMPLETE Fleld: 50451
Property: 010707 NORTH LEA 3 FEDERAL #4H §TiCounty: NMAES
Location: BHL: 330°FSL & 970 Fwi Well Typa:
Oparabor: 9950000 READ & STEVENS, INC, b} Zones: DAC IN QUAIL RIDGE BONE SPRING
Bagin Bate: DAMSRME SOUTH
DRY HOLE/
CATEGORY DESCRIPTION DRILLING  COMPLETION RECOMPLETION TOTAL
TANGIBLE COSTS [CONTREIED) )
CONDUCTOR: 120" 207 94 M40 10.880.00 0.00 060 10,685.00
67.50/FT
PIPELINE: SALES LINE BEQUIPMENT .00 42,500.00 0.00 42,.500.00
PRODUCTION CASING: 15317 5.5 204 0.00 200,257.00 0.00 280,257.0¢
P10 $18.65FT
TUBING: 10250° 2 7/8% 6.6%# NBO 0.00 £5,088.00 400 65,088,080
SEI5FT
GTHER NON-CONTROLLABLE EQUIP:  OTHER LEASE & a.00 9,505.00 .00 9,605.00
WELL EQUIFMENT
DOWNHOLE EQUIPMENT,SUBSURF:  SUBSURFACE WELL EQUIP, .00 ©,500.00 2.00 8.500.00
PACKERS/BOTTOM HOLE
PUMP
FLOWLINES, VALVES, FITTINGS: 0.00 20,750.00 .08 26,750.00
LINE PIPE: FLOWILINES 0.00 15,000.00 0.00 16,£00.00
PUMPING EQUIPMENT: PUMPING UNIT OR 0g0 1,600.00 000 84.500.00
SUB PUMP
TANKAGE, 5TORAGE FACILITIES: 0o 148,650.00 0.00 148.650.00
SEPARATOR: 0.00 50,8580.00 Q.00 50,850.00
INSTALL SURFACE EQUIP, ELECTRE  INSTALLATION OF 000 133,500.00 .00 133,500.00
SURFACE LEASE ’
EQUIPMENT
TOTAL TANGIBLE COSTS 317,583.00 825,950.00 6.00 1,203,483.00
TOTAL DEVELOPMENT COSTS 3,208,883.00  5,138,736.00 .00 8,435,724.00
AFE Estimatg -~ == Ypur Share
DRILLING 3,298,983.00 0.00608841 20,118,861
COMPLETION 5,139,736.00 0.0080884 29.344.22
TOTAL $8,438,720,00 $51462.83

E] 1 elect to purchase insuzance provided by the Opsrator
£33 1 elect o provide my own insurance. | will provide a certificate of insuranca Lpon legLest.

Joint Imerest Approval - it is recognized that amounts provided for herein are estimates only, and approval of

this authorization shali extend to the aciual sosts Incurred in conducting the operation specified, whether
more of less than herein set oul, including cost of Operator's Wall Control & Exira Expense Insurance.

Approved by: Oate:

Tax kit 850211288

READ & STEVENS, INC, Owmer I 5858600
P.Q. BOX 1518
ROSWELL NM 88202.1518

Initiai;



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

AMENDED APPLICATION OF
READ & STEVENS, INC. FOR A
HORIZONTAL SPACING AND
PRORATION UNIT AND
COMPULSORY POOLING,
LEA COUNTY, NEW MEXI1CO.,

CASE NO. 16503

AFFIDAVIT OF NORMAN LOVAN

STATE OF NEW MEXICO )
) ss.
COUNTY OF CHAVES )

Norman Lovan, being duly sworn, deposes and states:

1. I am over the age of 18, and have personal knowledge of the matters stated herein.
1 have previously testified before the New Mexico Oil Conservation Division and my
qualifications accepted by the Division as an expert petroleum geologist.

2. 1 have been retained by Read & Stevens, Inc. in connection with the above-
captioned application to provide a geological study of the target formation in the proposed
horizontal spacing unit for the well and I am familiar with the geological matters involved in this
case.

3. The following geological exhibits are attached to my Affidavit:

a. Exhibit “A” is a structure map on the top of the Wolfcamp formation. It
forms the base on which the basal 3™ Bone Spring Sand sits. It also shows

that the structure dips gently to the South-Southeast, vertical Bone Spring

Read & Stevens, Inc.

CASE NOC. 16503
EXHIBITB



wells in the vicinity of the proposed North Lea 3 Federal #4H well, and a
line of Cross-Section A-A.

Exhibit B is an Interval Isopach Map of the Basal 3rd Bone Spring Sand
(Green sand). It shows that the Bone Spring formation is uniform across
the proposed well unit.

Exhibit C consists of a stratigraphic cross section hung on the top of the
3 Bone Spring Sand. The well logs on the cross-section give a
representative sample of the Bone Spring formation in the area. The target
zone for the well is the basal 3™ Bone Spring Sand (Green Sand), and that
zone is continuous across the well unit.

The surface hole location is approximately 220 ft. FNL and 970 ft. FWL
and the well will be drilled to TVD of 10,918 ft. with a measured depth of

15,407 ft. The bottom hole location is at 330 ft. FSL and 970 ft. FWL.

4, Based upon my experience, training and geological study as represented in these

Exhibits, I conclude the following:

a.

The horizontal spacing and proration unit is justified from a geologic
standpoint.

There are no structural impediments or faulting that will interfere with
horizontal development.

Each quarter/quarter section in the unit will contribute more or less

equally to production.



5. The preferred well orientation in this area is North-South., This is because the
regional induced fractures trend northeast-southwest allowing near perpendicular intersection by

the drilled lateral.

6. The producing interval for the well will be orthodox and will comply with the

- l]z/%w.,\, A /{‘6\/5—\—-—

Norman /A Lovan

Division’s set back requirements.

SUBSCRIBED AND SWORN to before me this 31% day of October, 2018 by Norman A.
Lovan. -

-

~ OFFICIAL SEAL

LYDIA L DOMINGUEZ : :
NOTARY PUBLIC Notgz#/ Public

L STATE OF
© My Ccmmssanznperel . NEW

W3303350.00CX



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

AMENDED APPLICATION OF
READ & STEVENS, INC. FOR A
HORIZONTAL SPACING AND
PRORATION UNIT AND
COMPULSORY POOLING,
EDDY COUNTY, NEW MEXICO.

CASE NO. 16503
AFFIDAVIT

STATE OF NEW MEXICO )
) ss.
COUNTY OF BERNALILLO )

EFarl L. DeBrine, attorney in fact and authorized representative of Read &
Stevens, Inc. (“Read & Stevens™), 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 recéipt is attached hereto. Read & Stevens, Inc. 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 31° day of October, 2018 by

Earl . DeBrine, Jr.
oA T L (1 L( )
Notary Public

My \.ommm sfon expires: (7V-22 - (27

—
Read & Stevens, Inc

‘W3.70309’? DOCX
T CASE NO. 16503
EXHIBITC



MopDrate SPERLING

(}ctober!l,2(}18 LA W oY LR S

V1A CERTIFIED MAIL - RETURN RECEIPT REQUESTED

Re: APPLICATION OF READ & STEVENS, INC. FOR A
HORIZONTAL SPACING AND PRORATION UNIT AND
COMPULSORY POOLING, EDDY COUNTY, NEW MEXICO.

Case No.: 16503
TO: AFFECTED PARTIES

This letter is to advise you that Read & Stevens, Inc. has filed the enclosed
application with the New Mexico Oil Conservation Division seeking an order to
create a 160-acre, more or less, horizontal spacing unit and proration unit
covering the W/2W/2 of Section 3, Township 20 South, Range 34 East, NMPM,
Lea County, New Mexico; and, (2) pooling all mineral interests in the Bone
Spring formation underlying this spacing and proration unit. This proposed
spacing and proration unit will be the unit for the North Lea 3 Federal Com #4H
well, to be horizontally drilled.

This application has been set for hearing before a Division Examiner at
8:15 a.m. on November 1, 2018. The hearing will be held in Porter Hall in the Oil
Conservation Division’s Santa Fe Office located at 1220 South Saint Francis
Drive, Santa Fe, New Mexico 87505. As a party who may be affected by this
application, we are notifying you of your right to appear at the hearing and
participalc in this case, including the right to present evidence either in support of
or in opposition to the application. Failure to appear at the hearing may preclude
you from any involvement in this case at a later date.

You are further notified that if you desire to appear in this case, then you
are requested to file a Pre-Hearing Statement with the Division at least four
business days in advance of a scheduled hearing before the Division or the
Commission, but in no event later than 5:00 p.m. mountain time, on the Thursday
preceding the scheduled hearing date, with a copy delivered to the undersigned.

{_EdrLE. DeBrine, Jr.
Attorney for Applicant
EED/kia/W3291636.DOCX

Enclosures
cc: Jennifer 1., Bradfute

Earl E. Dedring, Ir
505.848.1810

Fax; 505.848.16%1
edebrine@modirall.com

Modra# Sperling
Hgoehl Harris & Sisk P.A.

Bank of America Centre
500 Fourth Street NW
Suite 1000
Alhuguergue,

New Mexice 87102

PO Box 2168
Athuguergus,
HNew Mexico 8710321458

Tel: 505.848.1800
yraw . modrail.com



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

AMENDED APPLICATION OF
READ & STEVENS, INC. FOR A
HORIZONTAL SPACING AND
PRORATION UNIT AND
COMPULSORY POOLING,
EDDY COUNTY, NEW MEXICO.

CASE NO. 16503

AMENDED APPLICATION

Read & Sievens, Inc. ("Read & Stevens”™), OGRID Number 18917, through its
undersigned altorneys, hereby makes an apphcation to the Oil Conservation Division pursuant to
the provisions of NMEA (1678), Section 70-2-17, for an order: (1} creating a 160-acre, more or
less, horizontal spacing unit and proration unit covering the W/2W/2 of Section 3, Township 20
South, Range 34 East, NMPM, Lea County, New Mexico: and, (2} pooling all mineral interests
in the Bone Spring formation underlying this spacing and proration unit.  In support of this
application, Read & Sievens states as follows:

1. Read & Stevens is an interest owner in the subject lands and has a right (o drill a
well thereon.

2 Reuad & Stevens secks to dedicate the W/2W/2 of Section 3, Township 20 South,
Range 34 East, NMPM, Lea Countv. New Mexico to the preposed well o form a 160-acre, more
or tess, horizonal ¢l spacing and proration unil,

3. Read & Stevens plans to drll the North Lea 3 Federal Com #4H well 10 a depth
sufficient 10 1est the Bone Spring formation.

4. The well that Read & Stevens seeks 1o drill will comply with the setback

requirernents established under the Division’s rules,



5. Read & Stevens sought. bul has been unable to obtain a voluntary agreement from
all interest owners in the Bone Spring formation underlying the proposed unit (o participate in
the drilling of the well or 0 otherwise commit their interests 1o the well.
8. The pooling of all interests in the Bone Spring formation underlying the proposed
unit will prevent the drilling of unnecessary wells, prevent waste and protect correlative rights.
WIHEREFORE, Read & Stevens requests this application be set for hearing before
an Examiner of the Qi Conservation Division on October 4, 2018, and after notice and hearing
as required by law. the Division enter its order:
Al Creating a spacing and proration unit  in the Bone Spring formation
comprised of the W/2W/2 of Scction 3, Township 20 South. Range 34 East, NMPM, lea

County. New Mexico.:

B. Pooling all mineral interests in the Bone Spring formation underiving this

spacing and proration unil:

. Designating Read & Stevens as operator of this unit and the wells to be
dritled thercon:

D. Authorizing Read & Stevens to recover its costs of drilling. equipping and
completing these wells;

E. Approving actual operating charges and costs charged for supervision,
topether with a provision adiusting the rates pursuant to the COPAS accounting procedure: and

E. Setting a 200% charge for the risk involved in dnilling and completing the

wells in the event a working interest pwner eleets not to participate in the wells.



Respectiully submitted,

MODRALL, SPERLING, ROEHL., HARRIS

arl £ DeBrine, Jr.
Jennifer Bradfute
Post Office Box 2168
500 Fourth Street NW, Suite 1000
Albuquerque, New Mexico 87103-2168
Telephone: 505.848.1800
edebrine@modrall com
jlbaimodrall.com
Attorneys for Applicant

Yordox lelienn60806104 13 \PLEADING \W328+4982. DOCX
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Transaction Details

Certified Mail Arficle Number:
Heturn Receipt Arlicie Number:

Service Options:
Mail Service:
Reference ¥
Postage:

Fees:

Status:

Custom Fleid 1:
Custom Field 2:
Custom Field 3.

User ID: 4
Fiemn Mailing Book 1D 53000

Baich 1D 147545

Transaction History

Event Description Event Date
Senersled 101150 1k 10

o (eners




Transaction Details

Certifie¢ Mail Article Number: o
Return Receipt Article Number:

Recinient:

Service Options:
Mail Service:
Reference #:
Postage:
BT S Fees:
Status:
Custom Field 1:
Cuslom Fielg 2:
Transaction creatad by, Foudien Custom Field 3:
User iD: 205
Firm Mailing Baok ID; 15
Batch ID: 147!

Transaction History

vent Description Event Date
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Transaction Details

Recipient: Certified Mail Article Number: RN
Relurn Receipt Articie Number:

Service Options:
Mail Service;
Reference #;
Postags:

Lotusk B Fees:

Status:

Custom Field 1:

Cusiom Field 2:

Custom Field 3:

Transaction created by
User 1D: sy

Firm Mailing Book ID-
Batch iD: 137575

Transaction History

Event Description

L

Event Date

Detalls
PGS

Cortd
s o



Transaction Details

Recipient: Certified #all Anticle Number: R R S A T R B
o Return Recsipt Article Number:

Service Options: IR SR,
Mail Service:

Sender: Reference #:

1 Postage.

L LTI L Fees:

W0 Mo Status:

Ak 65 Custom Field 1:

Custom Field 2:
Custom Field 3:

Transaction created by, Hab
User 1D 200G

Firm Mailing Book 1D: 157008
Baich 1D 4

Transaction History

ERrT

Event Description Event Date Details




Aftidavit of Publication

STATE OF NEW MEXICO
COUNTY OF LEA

1, Daniel Russell, Publisher of the Hobbs
News-Sun, a newspaper published at
Hobbs, New Mexico, solemnly swear that
the clipping attached heretc was published
in the regular and entire issue of said
newspaper, and not a supplement thereof
for a period of 1 issue(s).

Beginning with the issue dated
October 17, 2018

and ending with the {ssue dated
Cclober 17, 2018,

Fublisher

Sworn and subscribed to before me this
17th day of October 2018,

Yecorio plack

Business Manager

My commission expires B
gﬁ@H@ﬂ@&&Eﬁ.&Qmmﬁm%-wm?:m-sw:fwmmﬁ ~
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DOLORES SERNA

MODRALL, SPERLING, ROEHL, HARRIS &
P. C. BOX 2168

ALBUQUERQUE, NIV 87103-2168



