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

APPLICATION OF COLGATE OPERATING, LLC
FOR COMPULSORY POOLING, AND NON-
STANDARD SPACING AND PRORATION UNIT IN
EDDY COUNTY, NEW MEXICO

APPLICATION OF COLGATE OPERATING, LLC
FOR COMPULSORY POOLING, AND NON-
STANDARD SPACING AND PRORATION UNIT IN
EDDY COUNTY, NEW MEXICO

AFFIDAVIT
STATE OF TEXAS )
) ss.

COUNTY OF MIDLAND )

Mark Hadjik, being duly sworn, deposes and states:

Case No. 21904
Order Nos. R-21354 & R-21354-A
Previous Case No. 21226

Case No. 21905
Order Nos. R-21355 & R-21355-A
Previous Case No. 21227

1. I am over the age of 18, I am a landman for Colgate Operating. LLC (“Colgate™),

and have personal knowledge of the matters stated herein. I have previously testified before the

Oil Conservation Division (“Division”) and my credentials as an expert petroleum landman were

accepted by the division as a matter of record.

2. [ am familiar with the applications filed with by Colgate in the above-referenced

cases and the land matters involved. Pursuant to NMAC 19.15.4.12.A(1), the following

information is submitted in support of the above referenced compulsory pooling applications filed

by Colgate, which are attached hereto as Exhibits A-1 through A-2.
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3. In Case 21904, Colgate seeks an order from the Oil Conservation Division for the
limited purpose of amending Order No. R-21354 (attached hereto as Exhibit A-3) to allow for an
extension of time of one year for drilling the wells under the Order. The Division issued Order
R-21354 on June 10, 2020, which designated Colgate as the operator of the unit and the Dawson
34 Fed State Com 123H, Dawson 34 Fed State Com 133H, Dawson 34 Fed State Com 124H and
Dawson 34 Fed State Com 134H wells; and pooled uncommitted interest owners in a 240-acre,
more or less, Winchester Bone Spring horizontal spacing unit comprised of the N/2 S/2 of
Section 34 and N/2 S/2 of Section 33 and S/2 S/2 of Section 34 and S/2 S/2 of Section 33,
Township 19 South, Range 28 East, NMPM, Eddy County New Mexico. The Order requires
commencement of drilling the wells within one year of the date of the Order unless Colgate
obtains an extension by an amendment of this Order for good cause shown. Good cause exists
for Colgate’s request for an extension of time due Colgate’s drilling schedule due to the COVID-

19 pandemic and current market conditions.

4., In Case 21905, Colgate seeks an order from the Oil Conservation Division
for the limited purpose of amending Order No. R-21355 (attached hereto as Exhibit A-4) to
allow for an extension of time of one year for drilling the wells under the Order. The
Division issued Order R-21355 on June 10, 2020, which designated Colgate as the operator
of the unit and the Shamrock 34 Fed State Com 121H, Shamrock 34 Fed State Com 131H,
Shamrock 34 Fed State Com 122H and Shamrock 34 Fed State Com 132H wells, and
pooled uncommitted interest owners in a 240-acre, more or less, Winchester Bone Spring
horizontal spacing unit comprised of the N/2 N/2 of Section 34 and N/2 N/2 of Section 33
and S/2 N/2 of Section 34 and S/2 N/2 of Section 33, Township 19 South, Range 28 East,

NMPM, Eddy County New Mexico. The Order requires commencement of drilling the
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wells within one year of the date of the Order unless Colgate obtains an extension by an
amendment of this Order for good cause shown. Good cause exists for Colgate’s request for
an extension of time due Colgate’s drilling schedule due to the COVID-19 pandemic and
current market conditions.

5. Good cause exists for Colgate’s requests for extensions of time because, due to
recent market conditions and limitations from the COVID-19 pandemic, Colgate has adjusted its
drilling schedule for this development.

6. Colgate requests that the deadline to commence drilling the wells under the Orders
be extended for a one year as follows:

Order R-21354 — from June 10, 2021 to June 10, 2022;
Order R-21355 — from June 10, 2021 to June 10, 2022.

7. No opposition is expected. Colgate, through its counsel, provided all working
interest owners, any unleased mineral owners, and overriding royalty owners with notice of these
applications. No parties have entered an appearance in opposition to these cases.

8. Colgate is in good standing under the statewide rules and regulations.

) Based upon my knowledge of the land matters involved in these cases, education
and training, it is my expert opinion that the granting of Colgate’s applications in these cases is in
the interests of conservation and the prevention of waste.

10. The attachments to my affidavit were prepared by me or compiled from company
business records.

11. Pursuant to Rules 1-011 and 23-115 NMRA, I declare and affirm under penalty of
perjury under the laws of the State of New Mexico that the foregoing statements are true and

correct to the best of my knowledge and belief.
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Zﬁ%y ofMl/L, 2021, by MARK

SUBSCRIBED AND SWORN to before me this

HAJDIK on behalf of Colgate Operating, LLC

ﬁ)tary Public

My Commission Expires:

5-29- oA

;.\‘J'Jgf,, JORDAN IRETON
= Notary Public, State of Texas
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STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

APPLICATION OF COLGATE OPERATING, LLC
FOR COMPULSORY POOLING, AND NON-
STANDARD SPACING AND PRORATION UNIT IN
EDDY COUNTY, NEW MEXICO

CaseNo. _(J HZ\ ‘:1
Order No. R-21354
Previous Case No. 21226

APPLICATION TO AMEND ORDER R-21354
COLGATE OPERATING, LLC, OGRID Number 371449, through its undersigned

attorney, files this application with the Qil Conservation Division (“Division™) for the limited
purpose of amending Order No. R-21354 (“the Order”) to allow for an extension of time for

drilling the well under the Order. In support of this application, Colgate states as follows:

1. The Division heard Case No. 21226 on May 28, 2020 and entered the Order on

June 10, 2020.

oA The Order designated Colgate as the operator of the unit and the four proposed

wells.

3. Paragraph 20 of the Order states: “The Operator shall commence drilling the
initial wells within one (1) year after the date of this Order; and (b) for an infill well, no later
than thirty (30) days after completion of the wells”. Paragraph 21 of the Order states:
“Operator shall comply with the infill well requirements in 19.15.13.9 NMAC through
19.15.13.12 NMAC”. Paragraph 22 of the Order states: “This Order shall terminate

automatically if Operator fails to comply with Paragraphs 20 or 21”.

4. Under the Order, Colgate would be required to commence drilling the well by

June 10, 2021.

5. Colgate requests that the Order be re-opened and amended to allow Colgate an

-
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additional year to commence drilling the well under the Order.

6. Colgate requests this extension because there have been changes to Colgate’s

drilling schedule due to the COVID-19 pandemic and current market conditions.
7. Good cause exists for Colgate’s request for an extension of time.

8. Colgate asks that the deadline to commence drilling the well be extended for a

year from June 10, 2021 to June 10, 2022.

WHEREFORE, Colgate requests this application be set for hearing before and
Examiner of the Oil Conservation Division on June 3, 2021, and after notice and hearing as
required by law, the Division amend Order R-21354 to extend the time for Colgate to

commence drilling the well under the Order for a year, through June 10, 2022.

PADILLA LAW FIRM, P.A.

By: &/ErnestL. Padilla
Ernest L. Padilla
P.O. Box 2523
Santa Fe, New Mexico 87504
(505) 988-7577
padillalaw@qwestoffice.net
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STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

APPLICATION OF COLGATE OPERATING, LLC
FOR COMPULSORY POOLING, AND NON-
STANDARD SPACING AND PRORATION UNIT IN
EDDY COUNTY, NEW MEXICO P
Case No. /Mﬁg

Order No. R-21355
Previous Case No. 21227

APPLICATION TO AMEND ORDER R-21355
COLGATE OPERATING, LLC, OGRID Number 371449, through its undersigned

attorney, files this application with the Oil Conservation Division (“Division”) for the limited
purpose of amending Order No. R-21355 (“the Order”) to allow for an extension of time for

drilling the well under the Order. In support of this application, Colgate states as follows:

1. The Division heard Case No. 21227 on May 28, 2020 and entered the Order on

June 10, 2020.

2. The Order designated Colgate as the operator of the unit and the four proposed

wells.

3. Paragraph 20 of the Order states: “The Operator shall commence drilling the
initial wells within one (1) year after the date of this Order; and (b) for an infill well, no later
than thirty (30) days after completion of the wells”. Paragraph 21 of the Order states:
“Operator shall comply with the infill well requirements in 19.15.13.9 NMAC through
19.15.13.12 NMAC”. Paragraph 22 of the Order states: “This Order shall terminate

automatically if Operator fails to comply with Paragraphs 20 or 21”.

4. Under the Order, Colgate would be required to commence drilling the well by

June 10, 2021.

5. Colgate requests that the Order be re-opened and amended to allow Colgate an

EXHIBIT
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additional year to commence drilling the well under the Order.

6. Colgate requests this extension because there have been changes to Colgate’s

drilling schedule due to the COVID-19 pandemic and current market conditions.
7. Good cause exists for Colgate’s request for an extension of time.

8. Colgate asks that the deadline to commence drilling the well be extended for a

year from June 10, 2021 to June 10, 2022.

WHEREFORE, Colgate requests this application be set for hearing before and
Examiner of the Oil Conservation Division on June 3, 2021, and after notice and hearing as
required by law, the Division amend Order R-21355 to extend the time for Colgate to

commence drilling the well under the Order for a year, through June 10, 2022.

PADILLA LAW FIRM, P.A.

By:  4&/Ernest L. Padilla
Emest L. Padilla
P.O. Box 2523
Santa Fe, New Mexico 87504
(505) 988-7577
padillalaw@qwestoffice.net
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STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF APPLICATION FOR

COMPULSORY POOLING SUBMITTED BY CASE NO. _21226
COLGATE OPERATING, LLC ORDER NO. R-21354
ORDER

The Director of the New Mexico Oil Conservation Division (“OCD™), having heard this
matter through a Hearing Examiner on May 28, 2020, and after considering the testimony,
evidence, and recommendation of the Hearing Examiner, issues the following Order.

FINDINGS OF FACT

1. Colgate Operating, LLC (“Operator”) submitted an application (“Application”) to
compulsory pool the uncommitted oil and gas interests within the spacing unit
(“Unit”) described in Exhibit A. The Unit is expected to be a standard horizontal
spacing unit. 19.15.16.15(B) NMAC. Operator seeks to be designated the operator
of the Unit.

2 Operator will dedicate the well(s) described in Exhibit A (“Well(s)”) to the

Unit.

3. Operator proposes the supervision and risk charges for the Well(s) described in
Exhibit A.

4, Opcrator identified the owners of uncommitted interests in oil and gas minerals in

the Unit and provided evidence that notice was given.

5 The Application was heard by the Hearing Examiner on the date specified above,
during which Operator presented evidence through affidavits in support of the
Application. No other party presented evidence at the hearing.

[ -&J
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10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

CONCLUSIONS OF LAW

OCD has jurisdiction to issue this Order pursuant to NMSA 1978, Section 70-2-17.
Operator is the owner of an oil and gas working interest within the Unit.

Operator satisfied the notice requirements for the Application and the hearing as
required by19.15.4.12 NMAC.

OCD satisfied the notice requirements for the hearing as required by 19.15.4.9
NMAC.

Operator has the right to drill the Well(s) to a common source of supply at the
described depth(s) and location(s) in the Unit.

The Unit contains separately owned uncommitted interests in oil and gas minerals.

Some of the owners of the uncommitted interests have not agreed to commit their
interests to the Unit.

The pooling of uncommitted interests in the Unit will prevent waste and protect
correlative rights, including the drilling of unnecessary wells.

This Order affords to the owner of an uncommitted interest the opportunity to
produce his just and equitable share of the oil or gas in the pool.

ORDER
The uncommitted interests in the Unit are pooled as set forth in Exhibit A.
The Unit shall be dedicated to the Well(s) set forth in Exhibit A.
Operator is designated as operator of the Unit and the Well(s).
If the Surface Location or Bottom Hole Location of a well is changed from the
location described in Exhibit A, Operator shall submit an amended Exhibit A,
which the Division shall append to this Order.
If the location of a well will be unorthodox under the spacing rules in effect at the

time of completion, Operator shall obtain the OCD’s approval for a non-standard
location before commencing production of the well.

CASE NO. 21226
ORDER NO. R-21354 Page 2 of 7
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20.  The Operator shall commence drilling the initial well within one (1) year after the
date of this Order; and (b) for an infill well, no later than thirty (30) days after
completion of the well.

21.  Operator shall comply with the infill well requirements in 19.15.13.9 NMAC
through 19.15.13.12 NMAC.

22.  This Order shall terminate automatically if Operator fails to comply with
Paragraphs 20 or 21.

23.  Operator shall submit to OCD and each owner of a working interest in the pool
(“Pooled Working Interest”) an itemized schedule of estimated costs to drill,
complete, and equip the well ("Estimated Well Costs") no later than: (a) for an
initial well, no later than thirty (30) days after the date of this Order; (b) for an infill
well proposed by Operator, no later than (30) days after the later of the initial notice
period pursuant to 19.15.13.10(B) NMAC or the extension granted by the OCD
Director pursuant 19.15.13.10(D) NMAC; or (c) for an infill well proposed by an
owner of a Pooled Working Interest, no later than thirty (30) days after expiration
of the last action required by 19.15.13.11 NMAC.

24.  No later than thirty (30) days after Operator submits the Estimated Well Costs , the
owner of a Pooled Working Interest shall elect whether to pay its share of the
Estimated Well Costs or its share of the actual costs to drill, complete and equip the
well (“Actual Well Costs”) out of production from the well. An owner of a Pooled
Working Interest who elects to pay its share of the Estimated Well Costs shall
render payment to Operator no later than thirty (30) days after the expiration of the
election period, and shall be liable for operating costs, but not risk charges, for the
well. An owner of a Pooled Working Interest who fails to pay its share of the
Estimated Well Costs or who elects to pay its share of the Actual Well Costs out of
production from the well shall be considered to be a "Non-Consenting Pooled
Working Interest.”

25.  No later than within one hundred eighty (180) days after Operator submits a Form
C-105 for a well, Operator shall submit to OCD and each owner of a Pooled
Working Interest an itemized schedule of the Actual Well Costs. The Actual Well
Costs shall be considered to be the Reasonable Well Costs unless OCD or an owner
of a Pooled Working Interest files a written objection no later than forty-five (45)
days after receipt of the schedule. If OCD or an owner of a Pooled Working Interest
files a timely written objection, OCD shall determine the Reasonable Well Costs
after public notice and hearing.

26.  No later than sixty (60) days after the later of the expiration of the period to file a
written objection to the Actual Well Costs or OCD’s order determining the
Reasonable Well Costs, each owner of a Pooled Working Interest who paid its share
of the Estimated Well Costs shall pay to Operator its share of the Reasonable Well

CASENO. 21226
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Costs that exceed the Estimated Well Costs, or Operator shall pay to each owner of
a Pooled Working Interest who paid its share of the Estimated Well Costs its share
of the Estimated Well Costs that exceed the Reasonable Well Costs.

27.  The reasonable charges for supervision to drill and produce a well (“Supervision
Charges”) shall not exceed the rates specified in Exhibit A, provided however that
the rates shall be adjusted annually pursuant to the COPAS form entitled
“Accounting Procedure-Joint Operations.”

28.  No later than within ninety (90) days after Operator submits a Form C-105 for a
well, Operator shall submit to OCD and each owner of a Pooled Working Interest
an itemized schedule of the reasonable charges for operating and maintaining the
well ("Operating Charges"), provided however that Operating Charges shall not
include the Reasonable Well Costs or Supervision Charges. The Operating Charges
shall be considered final unless OCD or an owner of a Pooled Working Interest
files a written objection no later than forty-five (45) days after receipt of the
schedule. If OCD or an owner of a Pooled Working Interest files a timely written
objection, OCD shall determine the Operating Charges after public notice and
hearing.

29. Operator may withhold the following costs and charges from the share of
production due to each owner of a Pooled Working Interest who paid its share of
the Estimated Well Costs: (a) the proportionate share of the Supervision Charges;
and (b) the proportionate share of the Operating Charges.

30.  Operator may withhold the following costs and charges from the share of
production due to each owner of a Non-Consenting Pooled Working Interest: (a)
the proportionate share of the Reasonable Well Costs; (b) the proportionate share
of the Supervision and Operating Charges; and (c) the percentage of the Reasonable
Well Costs specified as the charge for risk described in Exhibit A.

31. Each year on the anniversary of this Order, and no later than ninety (90) days after
each payout, Operator shall provide to OCD and each owner of a Non-Consenting
Pooled Working Interest a schedule of the revenue attributable to a well and the
Supervision and Operating Costs charged against that revenue.

32.  Any cost or charge that is paid out of production shall be withheld only from the
share due to an owner of a Pooled Working Interest. No cost or charge shall be
withheld from the share due to an owner of a royalty interests. For the purpose of
this Order, an unleased mineral interest shall consist of a seven-eighths (7/8)
working interest and a one-eighth (1/8) royalty interest.

33.  Except as provided above, Operator shall hold the revenue attributable to a well
that is not disbursed for any reason for the account of the person(s) entitled to the

CASE NO. 21226
ORDER NO. R-21354 Page 4 of 7

Ex.A3-012



revenue as provided in the Oil and Gas Proceeds Payment Act, NMSA 1978,
Sections 70-10-1 et seq., and relinquish such revenue as provided in the Uniform
Unclaimed Property Act, NMSA 1978, Sections 7-8A-1 et seq.

34.  The Unit shall terminate if (a) the owners of all Pooled Working Interests reach a
voluntary agreement; or (b) the well(s) drilled on the Unit are plugged and
abandoned in accordance with the applicable rules. Operator shall inform OCD no
later than thirty (30) days after such occurrence.

35.  OCD retains jurisdiction of this matter for the entry of such orders as may be
deemed necessary.

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

ADRIENNE SANDOVAL
DIRECTOR
AS/tgw

CASE NO. 21226
ORDER NO. R-21354 Page S of 7
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Exhibit A

COMPULSONY POOLING APPLICATION CHECKLST
ALL INFORMAION IN THE APPLICATION MUST 0E SUPPORTED IY SIGNED AFFIDAVITS
I

[calgate Operating, 1Lc
EYTEET I,
Frmest L Paviiila

Entrigy of Appearancafintervenais

Well Fami
L
For a0 Name{s) or Verticlo Extant
Prim Product (01 ar Gay
Poollng ihis vestichs satent

Paol Name and Faol Code Wihichester, Bonu Spring (Pool codo 65010)
Wall toeatio Tback Hules |standara

Spacing Sire 320 ac

| Spacing Uit _ 35

Type (Horleontal /Marticle) harizontal

Sixe (acras 320

Bullding Bao l! flef-quarier wactions

Orlentation Last ta West

Darcriptian: TRS/County N3 S Eal Sections Y3 K 14 19S5 JBE, Eddy Couw;
{0 prinn: TRS/County

Standard Harliantal Wall Spacing tnit

[Othes Sttustions =

Depih Severande: No

Proal Tracts: Il yos, doscription

Proximity Defining Well: If yos, dosceiption Mo

Appilcant’s Ownership in Cach Mruct £x 1 105 thicugh 108

(Wallfs

ama & AP (I 8 d}, turface and borom hole location |
| foatages, camplotion target, arientation, completion status
' tandard or nan-atandard)

Dmwion 34 Fed State Com 1230

I SHE 1505 toat from tha Seiah line apl 715 foon feormn the Eost hinn,

(Rt ) of Seclion A4, Township 19 Stall, Ranga 28 East, NMPM,

AL 18X0 foet from the Soyth Hnw anil 1O feot from (he Wesb ine

[t L) of Section 33, Towaship 19 Souily, Hage 28 Eart, NMBM,

C Inticn Target: Completion Target: 2nd Bone Spring Sand at spprox 7500 feet TVD
Well Qrientation: East to West

Complelion Location: standard

Dawson 34 Fed Stale Com 133K

SHL: 1505 feet from the South line and 760 feet fram the East line,
{Uniti) of Section 34, Township 19 Sauch, Range 28 East, NMPM
BHL: 1750 feet from the Soutn line and L0 feat [rom the West line
[Umnin L) of Section 34, Township 19 South, Range Z8 East, NMPM
Compietion Targel: 3rd Bone Spring Sand at approx 4600 feet TvD,
Well Drientation East to West

Compiction Location: standard

Dawson 34 Fed Slate Com 129H

5HI 2 295 feet from the South line and 560 feet from the East line,
{UniL P] of Seclan 34, Township 149 South, Range 28 £ast, NMPM.
BHL: 330 feet from thve South line and L0 feet from the Wesl line,
(Lmie M) of Sectian I3, Township L9 Sauth, Range 28 Fast, NMPM
Comjpletien Target: 2nd Hone Spring Sand at approx 7500 leet TVD
Weill Orientabion:-East ta West

(Complalion Locatiorzstandard

Trowsion 34 Fed State Com 2341

SHIL. 340 feet from the Seuth line and 550 feet from the East line
{Unit P) of Section 34, Township 19 South, Range 28 East, NMPM
BHL: 430 teec from the Sauth line and 1€ feet fram Lhe West hine
{Unit M) of Section 23, Township 14 South, Rarge 28 East, NMPAM
[Cenmipletian Targer: 3rd Bone Spring Sany at apprex 8600 feet TVD
Wall Orientatian: East {0 Wesr

Completing Location: standaid

Hodlrantal Wall Firsy and | aat Take Points Eahuint | pagos 006, 018, 030, 04
Completion Target [Formation, TVD and MIY) Exhihit 1 AFE's pages 120, 123, 124, 125,126 and alro listed above with cach weil.

Identify the Exhibit and Page tof Information bielow this line

HODRASRO0
Production Supmvivion/Month § Eabvibag 1 pages 128 through 126 for AFE's

CASE NO. 21226
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Tustification for Supervision Costs

Lanibyy § pages 123 theough L26 for AFEs

Meguest Alik Char, 200¥ please e Exnitt L pages 123 theough 126 for Alt's
e T
T L.
pyed Notleo of Hearing Eubtuit § 4 001002 (AfNdevit of Ernet | Palills)

Prool of Malled Notice of Hearlng {20 days before heatl
Piaol of Published Natice of tiearing (10 days befora heari

Fl'"" p merminavon

Esnibit 3 puges 013 through U25 fAITawit of Ermedt L Pauilly)
Exhibit J pages 078,083

13 Ovabirship Schawmitic of the Spacing Unit
Tract Ust [Including lease numbars and awners
Pooled Parties (Induding ownarship typ

Exhibit 1, pages 105 108

Exhibit 1, pages 105104

Extulnt 1, pages 105104

Uniocatabis Partles to ba Paoked

Exhitit 3, 021 ¢ 0% 078081

Cvmned thip Depth sevorance Incuding percentago above & below|

adndes

4Lm

Sample Capy of Proposed Letter

Exhinit 1, pages 118-119

List ot lntarast Owners (le Exhibit A of 100}

Exnibit i, pages 105108

Chionology ol Contact with Noo-ioinea Warking Interests
Cvarhoad Rates in Propousl Letter

Extubil 1, page 117

Exhvbit |, pages 118-119

Cout Fstlmates to (el anil Comple

Ehvbit |, peged 123-126 of AFEs

Cost Extimane 1o Cquip Wall

Exhibit 1, pages 133126 ol AFE's

Cost Estimata for Produciion Facilines
| Gacko

PM 121126 ol AFi s

Summary (ncluding special convidarationy)

psclng Unit Sehematic

Gunbarrel/Lateral Trajectory Sch

Wall Ordantatlon (with rationals|

11511 Crosy Section

Depth Severance Biscusslon

Grims, Mgures and Tabies

C-10x

Tracts

imary of interesty, Unlt Recapitulation (Tracts

General Location Map (Includlg basin

Wall Qrientation {with rationale

Structure Contour Map - Subses Depth

Croit Section Location Map (Including wells)

nctuding Landlng Zone|

CETDTY Thist tha InTormation peavided i thi

Printed Namu: [Attorney or Paity Representative):

T
' '
Signed Nawme: (omay or Oarty Repreventativel, AT 7 L2y § LA

Date: fune 4, 2000

Eranit L Pachl's

Ar
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ORDER NO. R-21354

Page 7 of 7

Ex.A3-015



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

IN THE MATTER OF APPLICATION FOR

COMPULSORY POOLING SUBMITTED BY CASE NO. 21226
COLGATE OPERATING, LLC ORDER NO. R-21354-A
ORDER

The Director of the New Mexico Qil Conservation Division (“OCD”), having heard this
matter through a Hearing Examiner on May 28, 2020, and after considering the testimony,
evidence, and recommendation of the Hearing Examiner, issues the following Order.

FINDINGS OF FACT

1. Colgate Operating, LLC (“Operator”) submitted an application (“Application™) to
compulsory pool the uncommitted oil and gas interests within the spacing unit
(“Unit”) described in Exhibit A. The Unit is expected to be a standard horizontal
spacing unit. 19.15.16.15(B) NMAC. Operator seeks to be designated the operator

of the Unit.

2. Operator will dedicate the well(s) described in Exhibit A (“Well(s)”) to the
Unit.

3, Operator proposes the supervision and risk charges for the Well(s) described in
Exhibit A.

4. Operator identified the owners of uncommitted interests in oil and gas minerals in

the Unit and provided evidence that notice was given.

3: The Application was heard by the Hearing Examiner on the date specified above,
during which Operator presented evidence through affidavits in support of the
Application. No other party presented evidence at the hearing.

CONCLUSIONS OF LAW
6. OCD has jurisdiction to issue this Order pursuant to NMSA 1978, Section 70-2-
17.
7. Operator is the owner of an oil and gas working interest within the Unit.
8. Operator satisfied the notice requirements for the Application and the hearing as

required by 19.15.4.12 NMAC.

[ EXHIDIT l
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0. OCD satisfied the notice requirements for the hearing as required by 19.15.4.9
NMAC.

10.  Operator has the right to drill the Well(s) to a common source of supply at the
depth(s) and location(s) in the Unit described in Exhibit A.

11.  The Unit contains separately owned uncommitted interests in oil and gas minerals.

12. Some of the owners of the uncommitted interests have not agreed to commit their
interests to the Unit.

13.  The pooling of uncommitted interests in the Unit will prevent waste and protect
correlative rights, including the drilling of unnecessary wells.

14.  This Order affords to the owner of an uncommitted interest the opportunity to
produce his just and equitable share of the oil or gas in the pool.

ORDER
15.  The uncommitted interests in the Unit are pooled as set forth in Exhibit A.
16.  The Unit shall be dedicated to the Well(s) set forth in Exhibit A.
17.  Operator is designated as operator of the Unit and the Well(s).

18.  If the location of a well will be unorthodox under the spacing rules in effect at the
time of completion, Operator shall obtain the OCD’s approval for a non-standard
location in accordance with 19.15.16.15(C) NMAC.

19.  The Operator shall commence drilling the Well(s) within one year after the date of
this Order, and complete each Well no later than one (1) year after the
commencement of drilling the Well.

20. This Order shall terminate automatically if Operator fails to comply with Paragraph
19 unless Operator obtains an extension by amending this Order for good cause
shown.

21.  The infill well requirements in 19.15.13.9 NMAC through 19.15.13.12 NMAC
shall be applicable.

22.  Operator shall submit each owner of an uncommitted working interest in the pool
(“Pooled Working Interest”) an itemized schedule of estimated costs to drill,
complete, and equip the well ("Estimated Well Costs").

23.  No later than thirty (30) days after Operator submits the Estimated Well Costs, the
owner of a Pooled Working Interest shall elect whether to pay its share of the
Estimated Well Costs or its share of the actual costs to drill, complete and equip the
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well (“Actual Well Costs”) out of production from the well. An owner of a Pooled
Working Interest who elects to pay its share of the Estimated Well Costs shall
render payment to Operator no later than thirty (30) days after the expiration of the
election period, and shall be liable for operating costs, but not risk charges, for the
well. An owner of a Pooled Working Interest who fails to pay its share of the
Estimated Well Costs or who elects to pay its share of the Actual Well Costs out of
production from the well shall be considered to be a "Non-Consenting Pooled
Working Interest.”

24.  No later than one hundred eighty (180) days after Operator submits a Form C-105
for a well, Operator shall submit to each owner of a Pooled Working Interest an
itemized schedule of the Actual Well Costs. The Actual Well Costs shall be
considered to be the Reasonable Well Costs unless an owner of a Pooled Working
Interest files a written objection no later than forty-five (45) days after receipt of
the schedule. If an owner of a Pooled Working Interest files a timely written
objection, OCD shall determine the Reasonable Well Costs after public notice and
hearing.

25.  No later than sixty (60) days after the expiration of the period to file a written
objection to the Actual Well Costs or OCD’s order determining the Reasonable
Well Costs, whichever is later, each owner of a Pooled Working Interest who paid
its share of the Estimated Well Costs shall pay to Operator its share of the
Reasonable Well Costs that exceed the Estimated Well Costs, or Operator shall pay
to each owner of a Pooled Working Interest who paid its share of the Estimated
Well Costs its share of the Estimated Well Costs that exceed the Reasonable Well
Costs.

26.  The reasonable charges for supervision to drill and produce a well (“Supervision
Charges”) shall not exceed the rates specified in Exhibit A, provided however that
the rates shall be adjusted annually pursuant to the COPAS form entitled
“Accounting Procedure-Joint Operations.”

27.  No later than within ninety (90) days after Operator submits a Form C-105 for a
well, Operator shall submit to each owner of a Pooled Working Interest an itemized
schedule of the reasonable charges for operating and maintaining the well
("Operating Charges"), provided however that Operating Charges shall not include
the Reasonable Well Costs or Supervision Charges. The Operating Charges shall
be considered final unless an owner of a Pooled Working Interest files a written
objection no later than forty-five (45) days after receipt of the schedule. If an owner
of a Pooled Working Interest files a timely written objection, OCD shall determine
the Operating Charges after public notice and hearing.

28.  Operator may withhold the following costs and charges from the share of
production due to each owner of a Pooled Working Interest who paid its share of
the Estimated Well Costs: (a) the proportionate share of the Supervision Charges;
and (b) the proportionate share of the Operating Charges.
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29.  Operator may withhold the following costs and charges from the share of
production due to each owner of a Non-Consenting Pooled Working Interest: (a)
the proportionate share of the Reasonable Well Costs; (b) the proportionate share
of the Supervision and Operating Charges; and (c) the percentage of the Reasonable
Well Costs specified as the charge for risk described in Exhibit A.

30.  Operator shall distribute a proportionate share of the costs and charges withheld
pursuant to paragraph 29 to each Pooled Working Interest that paid its share of the
Estimated Well Costs.

31.  FEach year on the anniversary of this Order, and no later than ninety (90) days after
each payout, Operator shall provide to each owner of a Non-Consenting Pooled
Working Interest a schedule of the revenue attributable to a well and the
Supervision and Operating Costs charged against that revenue.

32.  Any cost or charge that is paid out of production shall be withheld only from the
share due to an owner of a Pooled Working Interest. No cost or charge shall be
withheld from the share due to an owner of a royalty interests. For the purpose of
this Order, an unleased mineral interest shall consist of a seven-eighths (7/8)
working interest and a one-eighth (1/8) royalty interest.

33.  Except as provided above, Operator shall hold the revenue attributable to a well
that is not disbursed for any reason for the account of the person(s) entitled to the
revenue as provided in the Oil and Gas Proceeds Payment Act, NMSA 1978,
Sections 70-10-1 et seq., and relinquish such revenue as provided in the Uniform
Unclaimed Property Act, NMSA 1978, Sections 7-8A-1 et seq.

34.  The Unit shall terminate if (a) the owners of all Pooled Working Interests reach a
voluntary agreement; or (b) the well(s) drilled on the Unit are plugged and
abandoned in accordance with the applicable rules. Operator shall inform OCD no
later than thirty (30) days after such occurrence.

35. OCD retains jurisdiction of this matter for the entry of such orders as may be
deemed necessary.

STATE OF NEW MEXICO
OIL CONSERVAT}AQN DIVISION

Date: 9/25/2020

ADRIENNE SANDOVAL
DIRECTOR
AES/jag
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Exhibit A

COMPULSORY POOLING APPLUCATION CHICKLIST

ALL INFORBMAION IN THE APPLICATION MUST BE SUPPORTED BY SIGNED AFFIDAVITS
% v

[Cutgate Ouorating, 1LE
1

f1d4a0

Lrment 1 Pantilly

[application of Calgats Oparating, LLC, Cave fio. 213 26 tor

Entrlus of Appeatance/inteivenors

Well Farmil

Formation Name(s) ar Verticle Extent

_[Wln: hevtur, I;ona SEI!\‘.

Primary Product (01} or Gas

Poollng 1his varticle extent

Asrie §) Farmation

Pool Name and Vool Cade

Winchaesler, Bona Spring [Pool codae 65010

Well Location Soiback flules

Stanciard
IJ 20 ac

ing Unit 51z
oricantsl/Veriicle) Hontontal
Slae [} 3z2a
Bullding Blucks uarier-quarter sections
Orleatation st to West

Description: TRS{Coun!

NS2 572 of Seclions 13 & 34 195, JRE, Eddy County, NM

eictiptian: TRS/Coun|

£3 af Sectigns 33 & 34 196, IRE, Eddy County, MM

tandard Horizontal Well Spacing Linit Yes
Dapth Severance: No No
Prosimity Tractas if yos, doscription Ho,
Mo Nalng Well: if dascripiion Ho
fcant’s Ownervhip in Each |ract Ex. 1 105 thisagh 108
Wall(s]

Name & AP {It assignad), surface and hottom hale locallon
(2 completion tafget, orlentation etion 1tatus

standard or non-standard)

|Pawson 34 Fad State Con 1231

SHE 1508 Teor fram the South ine and 715 feer from the East line,

(Uit 1) af Snchian 34, Tovwmship W South, Range 24 Eat, NMPM,

WL giso fet fram th South line anit 10 fae from the West line

(UL L) of Section 33, Toanshin 19 South, Range 28 Eat, BAAPK,

| Commipy Targat © Target: Jnd Done Speing Saivd a1 appeox T500 feel TVD
‘Waoll Origntation: Fast to Wast

P

Dawson 14 Fed Srate Com 133H

SHL: 1505 feet hoin the South line and 760 feet flom the East line,
{Unit ) of Sectiaén 34, Township 19 South, Range 28 East, NMPM
BHL: 1750 feet from the South fine and 10 feet fram the West line
{Unit L) of Section 34, Tawnship 19 South, Range 28 East, NMPM.
Comipletion Target: 3rd Bone Spring Sand at approx 8600 feet TVD.
Well Urientatlun:East to West

Completian Lacation: standard

Dawsan 34 fed State Com 124H

SHL: 295 feet from the South lirie and 560 feed from the Fast line,
(Unit P) of Section 34, Township 19 South, Range 28 East, NMPN).
BilL: 330 feet irom the South line and 10 feet from the West line,
(Unit M] of Section 33, Townshio 19 South, lange 28 East, NMPM
Completion Target: 2nd Bone Spring Sand af approx 7500 feet TVO
Well Orientation:East to West

Completion Loctation:standard

Dawson 34 Fed State Corn 134N

SHL: 340 feet From the South Jine and 560 feet fram the Rast line
{Unit P) of Section 34, Township 18 South, Range 28 East, NMPM
AHL: 430 feet from the South line and 10 feet from the West line
{Unit M) of Section 33, Township 19 South, Range 2K East, NMPM
Cornpiction Target: 3rd Bone Spring Sand at approx 8500 feet TVD
\Well Orientacion: East to West

Comgletion Location: standani

Horltantal Wall Firat and Lust Take Polnis

Exnibil 1 pagos 006, D14, 930, U4

Completlon Target (Formation, TVD and MD]

Exhibit 1 AFF's pages 170, 123, 134, 125, 124 and alsa listed ahave with each well,

tdentity the Cahibit and Page for Infarmation bulaw this line

SBEUO/SALY

CASE NO. 21226
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fustification for Superwision Costs

Lahibit | pages 123 through LIG for AFE's

Request fllsk Charge

20046 please sen Exnibit © pages 133 through 126 for AT

Proposed llmlce of Hearl

Eatilit § pages 004012 (AMidavit af Erveat | Padditly)

Praof of Mallad Notico of Hearlng (20 days before hearig
H‘onfo‘hlhlllhld Hﬂllﬂn!llﬂﬁn md 14 before hearin, ll

Exnibit ¥ pages 011 through 025 (Afavit of Srnest L Padlili

Exhibit 3 pages 07R-083

und(hmmhl khanntlwlmts ny u.m

Fanibit 1, pagey 105108

Tract Ust (including lease numbers and twners
Pooled Partios [Inciuding awnership typn

Exhitit 1, pages 105-108

Extibit 1, pagges 105108

Unlocatable Parties to be Pooled Exh'mu pages 021 theaugh (025 pages (178403
Uvenecthip Oepth Severance (including percontage ubave & below, None

Semple Copy of Proposed Lettar Extivt 1, pages 118:119

List ol Interast Owners {le Exhibit A of 104 Exdhnil 1, pagos 105-103

Chronology af Contact with Non-lolned Working Intereits Bxnint i, page 117

Ovarhesd Rates In Propoial Letter

Exhibyit I, pages 118114

Cost Estlmates to Orlll and Complete

Cost Estimate ta Equip Well

Exhion 1, pages 133126 of AFE's

Cont Eatimate for Production Facifitivs

Cech
{eoso

Exhubit |, pages 123136 ol AFE's
Exhibit 1, pages 173 128 01 AFE'S

Summary (Including special consduration

pacing Unit Schematic

Gunbiarrel/Lateral Trajectony Schmatic

1t 3, pages 001007
tioag
Exhitil 7, pago 005

Well Orlantation (with ratlonale)

Taigot Farmsion

115U Cross Section

Depth Severante Discussion

fo Flgures and Tables

C-102

Tracts

Summiy of Interasts, Unit Necapitulation (Tracts)

Genesal Location Mag (Including basin

Wall Celentation (with rationale,

Stegctuia Contour Map - Subiga Depth

Cross Section Location Map (inciuding welis)

cumsmhn dmll hnufn toae)
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STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF APPLICATION FOR

COMPULSORY POOLING SUBMITTED BY CASE NO. 21227
COLGATE OPERATING, LLC ORDER NO. R-21355
ORDER

The Director of the New Mexico Oil Conservation Division (*OCD”), having heard this
matter through a Hearing Examiner on May 28, 2020, and after considering the testimony,
evidence, and recommendation of the Hearing Examiner, issues the following Order.

FINDINGS OF FACT

1. Colgate Operating, LLC (“Operator”) submitted an application (“Application™) to
compulsory pool the uncommitted oil and gas interests within the spacing unit
(“Unit”) described in Exhibit A. The Unit is expected to be a standard horizontal
spacing unit. 19.15.16.15(B) NMAC. Operator seeks to be designated the operator
of the Unit.

2, Operator will dedicate the well(s) described in Exhibit A (“Well(s)”) to the

Unit.

3. Operator proposes the supervision and risk charges for the Well(s) described in
Exhibit A.

4. Operator identified the owners of uncommitted interests in oil and gas minerals in

the Unit and provided evidence that notice was given.

5. The Application was heard by the Hearing Examiner on the date specified above,
during which Operator presented evidence through affidavits in support of the
Application. No other party presented evidence at the hearing.

( HI
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CONCLUSIONS OF LAW

6. OCD has jurisdiction to issue this Order pursuant to NMSA 1978, Section 70-2-17.
7. Operator is the owner of an oil and gas working interest within the Unit.

8. Operator satisfied the notice requirements for the Application and the hearing as
required by19.15.4.12 NMAC.

9. OCD satisfied the notice requirements for the hearing as required by 19.15.4.9
NMAC.

10.  Operator has the right to drill the Well(s) to a common source of supply at the
described depth(s) and location(s) in the Unit.

11.  The Unit contains separately owned uncommitted interests in oil and gas minerals.

12. Some of the owners of the uncommitted interests have not agreed to commit their
interests to the Unit.

13. The pooling of uncommitted interests in the Unit will prevent waste and protect
correlative rights, including the drilling of unnecessary wells.

14. This Order affords to the owner of an uncommitted interest the opportunity to

produce his just and equitable share of the oil or gas in the pool.
ORDER

15.  The uncommitted interests in the Unit are pooled as set forth in Exhibit A.

16. The Unit shall be dedicated to the Well(s) set forth in Exhibit A.

17.  Operator is designated as operator of the Unit and the Well(s).

18.  If'the Surface Location or Bottom Hole Location of a well is changed from the
location described in Exhibit A, Operator shall submit an amended Exhibit A,
which the Division shall append to this Order.

19.  If the location of a well will be unorthodox under the spacing rules in effect at the

time of completion, Operator shall obtain the OCD’s approval for a non-standard
location before commencing production of the well.

CASENO. 21227
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20. The Operator shall commence drilling the initial well within one (1) year after the
date of this Order; and (b) for an infill well, no later than thirty (30) days after
completion of the well.

21, Operator shall comply with the infill well requirements in 19.15.13.9 NMAC
through 19.15.13.12 NMAC.

22, This Order shall terminate automatically if Operator fails to comply with
Paragraphs 20 or 21.

23.  Operator shall submit to OCD and each owner of a working interest in the pool
(“Pooled Working Interest”) an itemized schedule of estimated costs to drill,
complete, and equip the well ("Estimated Well Costs") no later than: (a) for an
initial well, no later than thirty (30) days after the date of this Order; (b) for an infill
well proposed by Operator, no later than (30) days after the later of the initial notice
period pursuant to 19.15.13.10(B) NMAC or the extension granted by the OCD
Director pursuant 19.15.13.10(D) NMAC; or (¢) for an infill well proposed by an
owner of a Pooled Working Interest, no later than thirty (30) days after expiration
of the last action required by 19.15.13.11 NMAC.

24.  No later than thirty (30) days after Operator submits the Estimated Well Costs , the
owner of a Pooled Working Interest shall elect whether to pay its share of the
Estimated Well Costs or its share of the actual costs to drill, complete and equip the
well (“Actual Well Costs™) out of production from the well. An owner of a Pooled
Working Interest who elects to pay its share of the Estimated Well Costs shall
render payment to Operator no later than thirty (30) days after the expiration of the
election period, and shall be liable for operating costs, but not risk charges, for the
well. An owner of a Pooled Working Interest who fails to pay its share of the
Estimated Well Costs or who elects to pay its share of the Actual Well Costs out of
production from the well shall be considered to be a "Non-Consenting Pooled
Working Interest.”

25.  No later than within one hundred eighty (180) days after Operator submits a Form
C-105 for a well, Operator shall submit to OCD and each owner of a Pooled
Working Interest an itemized schedule of the Actual Well Costs. The Actual Well
Costs shall be considered to be the Reasonable Well Costs unless OCD or an owner
of a Pooled Working Interest files a written objection no later than forty-five (45)
days after receipt of the schedule. If OCD or an owner of a Pooled Working Interest
files a timely written objection, OCD shall determine the Reasonable Well Costs
after public notice and hearing.

26.  No later than sixty (60) days after the later of the expiration of the period to file a
written objection to the Actual Well Costs or OCD’s order determining the
Reasonable Well Costs, each owner of a Pooled Working Interest who paid its share
of the Estimated Well Costs shall pay to Operator its share of the Reasonable Well
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Costs that exceed the Estimated Well Costs, or Operator shall pay to each owner of
a Pooled Working Interest who paid its share of the Estimated Well Costs its share
of the Estimated Well Costs that exceed the Reasonable Well Costs.

27.  The reasonable charges for supervision to drill and produce a well (“Supervision
Charges”) shall not exceed the rates specified in Exhibit A, provided however that
the rates shall be adjusted annually pursuant to the COPAS form entitled
“Accounting Procedure-Joint Operations.”

28.  No later than within ninety (90) days after Operator submits a Form C-105 for a
well, Operator shall submit to OCD and each owner of a Pooled Working Interest
an itemized schedule of the reasonable charges for operating and maintaining the
well ("Operating Charges"), provided however that Operating Charges shall not
include the Reasonable Well Costs or Supervision Charges. The Operating Charges
shall be considered final unless OCD or an owner of a Pooled Working Interest
files a written objection no later than forty-five (45) days after receipt of the
schedule. If OCD or an owner of a Pooled Working Interest files a timely written
objection, OCD shall determine the Operating Charges after public notice and
hearing.

29.  Operator may withhold the following costs and charges from the share of
production due to each owner of a Pooled Working Interest who paid its share of
the Estimated Well Costs: (a) the proportionate share of the Supervision Charges;
and (b) the proportionate share of the Operating Charges.

30.  Operator may withhold the following costs and charges from the share of
production due to each owner of a Non-Consenting Pooled Working Interest: (a)
the proportionate share of the Reasonable Well Costs; (b) the proportionate share
of the Supervision and Operating Charges; and (c) the percentage of the Reasonable
Well Costs specified as the charge for risk described in Exhibit A.

31.  Each year on the anniversary of this Order, and no later than ninety (90) days after
each payout, Operator shall provide to OCD and each owner of a Non-Consenting
Pooled Working Interest a schedule of the revenue attributable to a well and the
Supervision and Operating Costs charged against that revenue.

32.  Any cost or charge that is paid out of production shall be withheld only from the
share due to an owner of a Pooled Working Interest. No cost or charge shall be
withheld from the share due to an owner of a royalty interests. For the purpose of
this Order, an unleased mineral interest shall consist of a seven-eighths (7/8)
working interest and a one-eighth (1/8) royalty interest.

33.  Except as provided above, Operator shall hold the revenue attributable to a well
that is not disbursed for any reason for the account of the person(s) entitled to the
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revenue as provided in the Oil and Gas Proceeds Payment Act, NMSA 1978,
Sections 70-10-1 et seq., and relinquish such revenue as provided in the Uniform
Unclaimed Property Act, NMSA 1978, Sections 7-8A-1 ef seq.

34.  The Unit shall terminate if (a) the owners of all Pooled Working Interests reach a
voluntary agreement; or (b) the well(s) drilled on the Unit are plugged and
abandoned in accordance with the applicable rules. Operator shall inform OCD no
later than thirty (30) days after such occurrence.

35. OCD retains jurisdiction of this matter for the entry of such orders as may be
deemed necessary.

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

Date: 6/10/2020

ADRIENNE SANDOVAL
DIRECTOR
AS/tgw
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Exhibit A

|COMPUI.SOR‘I POOLING APPLICATION CHECKLIST

[ALL INFORMAION IN THE APPLICATION MUST UE SUPPORTED BY SIGNED AFFIDAVITS

Applicant

(Colgate Operating, LLC

Designated Operator & OGRID {afflliation If applicatle)

371449

Applicant's Caunsel

Ernest L Padilla

Cage Title:

Applicatlun of Coigate Operating, LiC, Casa No., 21227 for

£ompulsory poeiing, and non-standard spacing and

raration uniy Eddy Courty, New Mexico

Madrall-Lanee 0, Hough lor EOG James Bruce tor Mewhaure

Entrias of Appearance/Intervenors
Well Fam

Shamrock 32 Fed State Com

Formation Namefs) or Verticle Extent

Winchester, Bene Spring

Primary Product (Ol or Gas}

@il

Poaling this varticle extent

Hone Suring Formatlon

Paol Name and Poo| Code

Winchester, Bane Sgring tPaal code 450100

Well Lacatlon Setback Rules

Standard

Spacing Unit Size

320 ac

l[!EeLHorimntallverﬂcle)

Hm-zmll_._\_t

ISize (acres) 320
|Bullding Blocks uarterquarler sections
Drlentation East 1o West

Description: TRS/County

N/2 N2 of Sectinns 33 & 34,195, 28, Eddy Caunty, NM

Description: TAS/County

82 8/2 of Sections 33 & 34, 195, 28E, Eddy County, NM

Yes

{Standard Horlzontal Well Spacing Unit
or Situations

Depth Severance: Nop No
Proximity Tracts: if yes, description No
Proximity Defining Well: I yes, description No

Appilcant’s Owanership in Each Tract

Exhlbit 1 10 through 116

Waellts)
Name & AP! (I assigned), surface and bottorm hole locatioa
faotagas, campletion target, arientation, completion status

lstandard ar non-standatd)

CASE NO. 21227
ORDER NO. R-21355

Shamrock 34 Fed State Com 121H

SHL: 700 feet from the North line and 330 feet fram the West line
[init B} of Sectian 35, Tawnship L9 Scuth, Range 28 East, NMPM,
[+ - 990 “eet from the North Lne and 10 feet frarm the West line
{Unit D) of Section 33, Tawnship 19 Soutn, darge 2¢ East, NMPM
Counplethen Targel: 2nd Bone Sprirg Sand at approx 7500 feet TVD
Wl Orientation: East 1o Wast

Complgtion Location: standird

Shamrock 34 Fed State Com 131H

$HL: 655 feet from the North lire and 330 feet from the Wesz iine
(Uit D) of Section 35 Tewnsh:p 19 South, Range 28 East, NV:PM
HHL: 850 feet [rorm the North line and 13 feet fram (he Wast line
{Unit D) of Sective 31, Townshin 19 Scuth, Range 28 East, NMPM
Complotian Targel: Ird Bone Spring Sand at aporox 8600 fect TVD
Woll Orientation: £asl to West

Canmgihtion Location: stondary

$homrock 34 Fed State Cam 122H

SHL: 2610 fect fram the South line and 295 feet from the East iine,
{Umit 1) nf Section 34, Township 19 Sauth, Range 28 Fast, NMPM.
1ML, 2119 Feat from the Narth line and 10 feet from the West line,
(Unit F) of Seciioe 33, Tawnship 19 South, Range 23 NRAPM
Completion Target. 2nd Bone Spring Sand at approx 7
Wil Crientation:zast 1o West

Completion cocation:standard

Shamiock 34 Fed State Com 132H
51 2610 (eet from the South line ange 340 fee! fromn the East tine
(Unm 1) of Section 34, Township 19 Suutll, Range 18 East, NMPM
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fiHL. 2210 teet from the North line and 10 feet fram the West line
(Uit €) ot Section 33, Township 29 Sauth, Range 28 East, NMPM
|Completion Target, 3rd Bone Spring Surd at appron 83600 feet TVD
Well Qriantation: East to West

X I Loation. sthndard

Horizontal Well First and Last Take Points

Completion Target [Farmation, TVD ard MD)

|Exnibir 1 pages 0154, 067, DRI, 093

IElhibit 1 AFE's pgs. 120 - 122 pgs. 127 - 130 and also listed above with each well.

Idantify the Exhibit and Page for Inf lon below this line

AFE Capex and Oparating Casts

Drilling Suparvision/Month §

$8000/5800

Production Supervistan/Manth 3

Exhibit 1 pages 127 through 130 AFE's

Justification for Supervision Costs

|Cxhibit 1 pages 127 through 130 AFE's

200% Exnibit L oages 127 through 130 ACE's

Request Alsk Charge
ot

Praposed Notlce of Hearing

Exhibil 3 puges 027-036 (Affigavit of Ernest L Padilla)

Proof of Malied Notice of Hearing (20 days bafore hearing)

Exhinit 3 pages 037 through 066 (Afflavit of Ernest L Padilla)

Proof of Published Notlca of Hearing (10 days before Maﬁm

Exhitit 3 pages DYH 083

Land Qwnership Schematic of the Spacing Unit

Exhinit 1 pages 109 thraugh 116

Tract List {including lease numbers and owners)

Exhibit 1 pages 109 through 116

Paaled Parties (including ownership type)

Exhibit 1 pages 109 thraugh 116

Uniocatable Parties to be Paaled

Exhilit 3 sages 067 through 077 (returns) pages 078-083 (pablicstion nutice)

0 hlp Dapth § @ {Including per! Re above & below]

None

g
Sampie Copy of Proposed Letter

Exhibit 1 pages 120 through 122

List of Interest Owners {le Exhibit A of JOA)

Fahibit 1 Pages 109 thraugh 116

Chronology of Cantact with Nen-Joined Worhking Interests

Cxhibit 1 gage 117

Overhead Rates [n Proposal Letter

Exnibit 1 pages 120 through 122

Cost Estimates to Drill and Complete

Exhibit 1 pages 127 thraugh 130 AFE'S

Cast Estimate to Equip Well

Exhibit 1 pages 127 through 130 AFE's

Cust Estimata for Production Faclilties Exhibit 1 pages 127 through 130 AFE's
Summary (including special considerations) Fxaibit 2 pages 001 through 002
ISpacing Unit Schemalic None

Gunbarrelflateral Trajeclory Schematic Extiibit 2 page 016

Well Orl ion [with rationale) None

Target Formation Exiiibit 2 pages 023, 024 & 025

HSU Cross Sactian Exhibit 2 pugE» V23, 024 8 025

Depth Seyerance Dlscussion None

Farms, Figures and Tables None

C-102 See Above

Tracts Exhiblt 2 pages 016, 018, 019, 020, 021
Summary of | , Unit Recapliulation (Tracts) Nane -

General Location Mag {Including basin)

Extbit 2 page 017

Well Orlentation (with rationale)

Exhibit 2 page 018

Structure Contour Map - Subsea Depth

Exhibit 2 page 019

Cross Section L lan Map {including wells) hilnt 2 guge 018
Cross Suction (including Landing Zane) Exhibit 2 pages 023, 024 8 025
Additions! Information

[CERTIFICATION: | horsty certify that the (nformation prosided In this checkllst s complote snd sccurate.

Printed Name: {Attarney or Party Represantative):

Signed Name: [Attarney or Party Aepresentative):

Date: June 4, 2020

Srnest L. Padilia g ~
i
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STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF APPLICATION FOR

COMPULSORY POOLING SUBMITTED BY CASE NO. 21227
COLGATE OPERATING, LLC ORDER NO. R-21355-A
ORDER

The Director of the New Mexico Oil Conservation Division (“OCD”), having heard this
matter through a Hearing Examiner on May 28, 2020, and after considering the testimony,
evidence, and recommendation of the Hearing Examiner, issues the following Order.

FINDINGS OF FACT

1. Colgate Operating, LLC (“Operator”) submitted an application (“Application™) to
compulsory pool the uncommitted oil and gas interests within the spacing unit
(“Unit”) described in Exhibit A. The Unit is expected to be a standard horizontal
spacing unit. 19.15.16.15(B) NMAC. Operator seeks to be designated the operator

of the Unit.

2. Operator will dedicate the well(s) described in Exhibit A (“Well(s)”) to the
Unit.

3. Operator proposes the supervision and risk charges for the Well(s) described in
Exhibit A.

4. Operator identified the owners of uncommitted interests in oil and gas minerals in

the Unit and provided evidence that notice was given.

5 The Application was heard by the Hearing Examiner on the date specified above,
during which Operator presented evidence through affidavits in support of the
Application. No other party presented evidence at the hearing.

CONCLUSIONS OF LAW
6. OCD has jurisdiction to issue this Order pursuant to NMSA 1978, Section 70-2-
17.
Ty Operator is the owner of an oil and gas working interest within the Unit.
8. Operator satisfied the notice requirements for the Application and the hearing as

required by 19.15.4.12 NMAC.

BT, |
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9. OCD satisfied the notice requirements for the hearing as required by 19.15.4.9
NMAC.

10.  Operator has the right to drill the Well(s) to a common source of supply at the
depth(s) and location(s) in the Unit described in Exhibit A.

11.  The Unit contains separately owned uncommitted interests in oil and gas minerals.

12.  Some of the owners of the uncommitted interests have not agreed to commit their
interests to the Unit.

13.  The pooling of uncommitted interests in the Unit will prevent waste and protect
correlative rights, including the drilling of unnecessary wells.

14, This Order affords to the owner of an uncommitted interest the opportunity to
produce his just and equitable share of the oil or gas in the pool.

ORDER
15.  The uncommitted interests in the Unit are pooled as set forth in Exhibit A.
16.  The Unit shall be dedicated to the Well(s) set forth in Exhibit A.
17.  Operator is designated as operator of the Unit and the Well(s).

18.  Ifthe location of a well will be unorthodox under the spacing rules in effect at the
time of completion, Operator shall obtain the OCD’s approval for a non-standard
location in accordance with 19.15.16.15(C) NMAC.

19.  The Operator shall commence drilling the Well(s) within one year after the date of
this Order, and complete each Well no later than one (1) year after the
commencement of drilling the Well.

20.  This Order shall terminate automatically if Operator fails to comply with Paragraph
19 unless Operator obtains an extension by amending this Order for good cause
shown.

21.  The infill well requirements in 19.15.13.9 NMAC through 19.15.13.12 NMAC
shall be applicable.

22. Operator shall submit each owner of an uncommitted working interest in the pool
(“Pooled Working Interest”) an itemized schedule of estimated costs to drill,
complete, and equip the well ("Estimated Well Costs").

23.  No later than thirty (30) days after Operator submits the Estimated Well Costs, the
owner of a Pooled Working Interest shall elect whether to pay its share of the
Estimated Well Costs or its share of the actual costs to drill, complete and equip the

CASE NO. 21227
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well (“Actual Well Costs™) out of production from the well. An owner of a Pooled
Working Interest who elects to pay its share of the Estimated Well Costs shall
render payment to Operator no later than thirty (30) days after the expiration of the
election period, and shall be liable for operating costs, but not risk charges, for the
well. An owner of a Pooled Working Interest who fails to pay its share of the
Estimated Well Costs or who elects to pay its share of the Actual Well Costs out of
production from the well shall be considered to be a "Non-Consenting Pooled
Working Interest.”

24.  No later than one hundred eighty (180) days after Operator submits a Form C-105
for a well, Operator shall submit to each owner of a Pooled Working Interest an
itemized schedule of the Actual Well Costs. The Actual Well Costs shall be
considered to be the Reasonable Well Costs unless an owner of a Pooled Working
Interest files a written objection no later than forty-five (45) days after receipt of
the schedule. If an owner of a Pooled Working Interest files a timely written
objection, OCD shall determine the Reasonable Well Costs after public notice and
hearing.

25.  No later than sixty (60) days after the expiration of the period to file a written
objection to the Actual Well Costs or OCD’s order determining the Reasonable
Well Costs, whichever is later, each owner of a Pooled Working Interest who paid
its share of the Estimated Well Costs shall pay to Operator its share of the
Reasonable Well Costs that exceed the Estimated Well Costs, or Operator shall pay
to each owner of a Pooled Working Interest who paid its share of the Estimated
Well Costs its share of the Estimated Well Costs that exceed the Reasonable Well
Costs.

26.  The reasonable charges for supervision to drill and produce a well (“Supervision
Charges™) shall not exceed the rates specified in Exhibit A, provided however that
the rates shall be adjusted annually pursuant to the COPAS form entitled
“Accounting Procedure-Joint Operations.”

27.  No later than within ninety (90) days after Operator submits a Form C-105 for a
well, Operator shall submit to each owner of a Pooled Working Interest an itemized
schedule of the reasonable charges for operating and maintaining the well
("Operating Charges"), provided however that Operating Charges shall not include
the Reasonable Well Costs or Supervision Charges. The Operating Charges shall
be considered final unless an owner of a Pooled Working Interest files a written
objection no later than forty-five (45) days after receipt of the schedule. If an owner
of a Pooled Working Interest files a timely written objection, OCD shall determine
the Operating Charges after public notice and hearing.

28.  Operator may withhold the following costs and charges from the share of
production due to each owner of a Pooled Working Interest who paid its share of
the Estimated Well Costs: (a) the proportionate share of the Supervision Charges;
and (b) the proportionate share of the Operating Charges.

CASE NO. 21227
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29. Operator may withhold the following costs and charges from the share of
production due to each owner of a Non-Consenting Pooled Working Interest: (a)
the proportionate share of the Reasonable Well Costs; (b) the proportionate share
of the Supervision and Operating Charges; and (¢) the percentage of the Reasonable
Well Costs specified as the charge for risk described in Exhibit A.

30. Operator shall distribute a proportionate share of the costs and charges withheld
pursuant to paragraph 29 to each Pooled Working Interest that paid its share of the
Estimated Well Costs.

31.  Each year on the anniversary of this Order, and no later than ninety (90) days after
each payout, Operator shall provide to each owner of a Non-Consenting Pooled
Working Interest a schedule of the revenue attributable to a well and the
Supervision and Operating Costs charged against that revenue.

32, Any cost or charge that is paid out of production shall be withheld only from the
share due to an owner of a Pooled Working Interest. No cost or charge shali be
withheld from the share due to an owner of a royalty interests. For the purpose of
this Order, an unleased mineral interest shall consist of a seven-eighths (7/8)
working interest and a one-eighth (1/8) royalty interest.

33.  Except as provided above, Operator shall hold the revenue attributable to a well
that is not disbursed for any reason for the account of the person(s) entitled to the
revenue as provided in the Oil and Gas Proceeds Payment Act, NMSA 1978,
Sections 70-10-1 et seq., and relinquish such revenue as provided in the Uniform
Unclaimed Property Act, NMSA 1978, Sections 7-8A-1 et seq.

34.  The Unit shall terminate if (a) the owners of all Pooled Working Interests reach a
voluntary agreement; or (b) the well(s) drilled on the Unit are plugged and
abandoned in accordance with the applicable rules. Operator shall inform OCD no
later than thirty (30) days after such occurrence.

35.  OCD retains jurisdiction of this matter for the entry of such orders as may be
deemed necessary.

STATE OF NEW MEXICO
OIL CONSERVATON DIVISION

Date: 9/25/2020

ADRIENNE SANDOVAL
DIRECTOR
AES/jag
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Exhibit A

|COMPULSORY POOLING APPLICATION CHECKUST

ALL |f|!0ll'MAION IN THE APPLICATION MUST BE SUPPORTED BY SIGNED AFFIDAVITS

Al ant

Colgete Gpesating, LLE
Oesignated Operator & OGRID (atfillatien it applicable} 371448
[Applicant’s Counsal Ernest L Padilla
Caze Title: Application of Colgate Operating, LLC, Case No. 21227 lg*
Lompuisary pogiing, and nersiandard spacing and
Igmrauw: unit, Eddy County, Mew Mesico
[Entries of Appearance/intervanors Modrall-Lance D, Hough for EDG James Sruce for Mewhaurne

Sharmrock 34 Med State Com

Winchester, Bone Spring

Primary Product (0N or Gas)

ail

Paollng this varticle extent

Aone Soring Folmation

iwinchaster. Sone Spring (Pool code 45010}

Stunsiurg

320 ac

Horiznntal

320

Quarer-quarter sections

Eist to West

N2 0N/2 of Sections 33 & 34, 195 2HE, Eddy County, NM

$/2 5/2 ot Sectinns 23 & 34, 195, 28E, Eddy County, NM

Yes

Tracts: If yes, description

No
o

Dafining Weli: It yes, descriplion

|

licant’s Ownurship In Each Tract

Exnitnt 1109 thrangh 114

Wellls)

Name & AP {If assigned), surface and bottom hole lacation
footagas, ¢ I targot, ort completion status
standard or non-standard)

CASENO. 21227
ORDER NO. R-21355-A

Shamrock 34 Fed State Com 121H

SHL. 7C0 feet fram the North line and 330 feet from the West line
(it D) of Secticn 35, Fownship 19 Scuth, Range 28 East, NMPM,
BML: 990 feet from the North line and 10 feet from the Wast line
{Unit B of Section 33, Township 19 South, fange 28 East, NMPM
[Compiotlon Target: 2nd Bone Spring Sand at apprax 7500 feat TVD
Weil Orientation: cast to West

Completion Localion: standind

Shameock 39 Fed State Com 1314

SHL: 655 feet Tram the North line and 330 feet from the West line
(Uit L) of Section 35, Township 19 South, Aange 28 East, NV:PM
BHL: 850 fect from the North line and 10 faat from the West line
[Uinit D) of Sectlon 3. Township 19 South, Hange 28 East, NMPM
Completion Target: 3rd Bone Spring Sand at apurax 8600 fect TVD
Waell Oricntation: East to West

Coempletlon Locatlan: standard

Shamrock 24 Fed State Com 122H

SHL: 2610 feal from the South line and 295 feet from the East line,
(Uit 1) of Section 34, Township 19 South, Range 28 East, NMPM.
[iHL: 2310 feet from the Narth ‘ine and 10 (eat fram the West line,
(Unit E) of Seclion 33, Township 19 South, Range 28 East, NMPM
[Campletion Targel; 2nd Bone Spring Sand at approx 75C0 feet TvD
Wil Orientation:East to West

Complenan Location:standard

Shamrock 34 Fed State Com 132H
SHL: 2610 feet franm the South line ang 340 feet fram the East fine
Uit 1) of Sectior 34, Township 19 Suuth, Range 28 East, NMPM
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Ci

OHL: 2210 feet from the North line and 10 feet from Lhe West line
(Unit €) of Section 33, Township 13 South, Range 28 East, NMPM
|Cotnpletion Target: 3rd Bone Spring Sard st approx 8600 feat TVO
Well Orientation: East (0 Wast

pletion Location® standard

Horitontal Weli First and Last Taku Points

[Exnibit 1 pages 054, 067, 181, 093

Completion Yarga (Farmatlon, TVD 1nd MO)

Exhibit 1 AFE's pgs. 120 - 122 pgs. 117 - 130 and also listed anove with each well.

Idantify tha Exhibit and Page for Inf fon balow this iine

AFE Capex and Operating Costs s

Driling Supervision/Month §

SBO00/$800

Production Supervision/Month § I

«hibit 1 pages 127 through 130 AFE's

Justification for Supervision Costs

|Exhibit 1 pages 127 through 130 AFE's

Request Risk Charge

lm Exhibit 1 pages 127 through 130 ATE'S

JExhitnt 3 pages 027-036 {Aflldavit of Ernest L. Padilla)

Proposed Notica al Hearlng
Proof of Melled Notice of Hearing {20 days batore hearing) |Exhibin 3 2Opes 037 through 066 (Afflavit of Eenest L. Madilla)
Proof of Pubiished Notice of Hearing {10 days before hearingj Exhibit 3 pages 078 083

Land O hip Sch i¢ of the Spacing Unit

IEJ(lII'aiI 1 pagas 109 through 116

{Ownership Depth S e [including per

Teact Ust {intluding lease s and ownwrs) Exhibit 1 pages 109 through 116
Pooled Parties (including ownership type) [Exhibit 1 pages 109 through 116
Unlocstable Partles to he Pooled Exhitit 3 pages 067 through 077 [reluras) pages 078-083 [publication notice)

ge above & below) None

Sumple Copy of Proposed Lettar

Exhibit 1 pages 120 through 122

List of Interast Owners (le Exhibit A of J0A) Exhihit 1

s 109 through 116

Chronalogy of Contact with Non-foined Working Interasts

Exhibit 1 page 117

Overhead Rates In Proposal Letter

Exhiblt L poges 120 thraugh 122

Cost Estimates to Drill and Campl

|Exhibit 1 pages 127 through 130 AFE's

Cast Extimate to Equip Well |t

ahibit 1 pages 127 through 130 AFE's

Cost Estimate for Productian Facllities

Exhibit 3 pages 127 through 130 AFE's

Summary |including speclal considarations)

Exhihit 2 pages 001 through 002

Spacing Unlt Schamatic None
{Gunbarrei/iateral Trajectory Sch I Exhibit 2 page 016
Well Orl hon (with rationaie) None

Target Formation

kalvbit 2 pages 023, 024 & 025

MSU Cross Sactfan Exhibit 2 pages 023, 024 & 025
[Depth Severance Discussion Nore
Farms, Figures and Tables None
C-102 See Above
Tracts |Exhibit 2 pages 016, 018, 019, 020, 021
5 yof Ir , Unit Recapitulation {Tracts} None

| Locatian Map {inciuding basin) [Exhibit 2 page 017
Well Ortentation (with rationaic) Exhibit 2 page 018
Strxctura Contaur Map - Subsea Depth Exhibit 2 page 019
Cross Sectlon Location Map (Including wells) Exblbit 2 wuge 018
Cross Section (Including Landing Zons) {Exnibn 2 pages 023, 024 8 025
MIMﬂMWWMhMWEM and accurte.
Printed Name: (Attarntey or Party Rep, B): Ernest L. Padilla ~

Signed Name: {Attarney of Party Repr
|Date: June 4, 2020

»
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