STATE OF NEW MEXICO
ENERGY MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERV ATION DIVISION ' _

'IN THE MATTER OF THE HEARING
CALLED BY. THE OIL CONSERVATION
DIVISION  FOR  THE PURPOSE OF
CONSIDERING , .

CASE NO. 14861 .
ORDER NO. R-13629-A
Nunc Pro Tunc

APPLICATION OF COG OPERATING LLC FOR A NON-STANDARD
SPACING AND PRORATION UNIT AND COMPULSORY POOLING EDDY

' COUNTY NEW MEXICO.
ORDER OF THE DIVISION

BY THE DIVISION:

This case came on for hearing at 8:15 a.m. on June 7 2012 at Santa- Fe, New'
. Mexico, befOIe Exammel Wﬂham V Jones. :

 On Septembel 19, 2012, the Division Director, upon recommendatlons of the A
. Examiner, entered Order No R- ]3679 : |

Order No."R-13629 contams a clerical error, in that the formatlon member name
Paddock’ ‘was cited, versus the complete- formation name “Yeso” as pel the apphcatlon '
and the ev1dence presented. .. ' ‘

S NOW on 'th'is 12t day of October, 2012; the Division Director substitutes Nunc -
* Pro.Tunc Order No. R-13629-A for or1g1nal Order No. R- 13679 and havmg COI’lSldCer
the 1ecommendat10ns of the exammeI

FINDS THAT

(1) Due pubhc notice has been given, and the D1v1510n has Junsdlctlon of thl%‘ :
case and of the subJect matter. ' - - ’
oy COG Operating LLC (“Applicant” or “Concho”) is proposing to drill the .
" Stonewall 9 Fee Well No. 4H (API No. 30-015-39779) (“the proposed well"). This well

'will be drilled flom a suxface location 150 feet from the North.line.and 990 feet from the .

~ East line (Unit ]ettez ‘A) in.a southerly.direction, at app1ox1male]y 2750 feet true vertical "

-,’kdepth to a bottomhole locatlon 330 feet from the South hne and 990 feet flom the Eaet -
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line (Unit‘letter P) of Section 9, Township 19 South, Range 26 East, NMPM ln Eddy
County, New Mexico. The well completion will be “standard”, all portions completed
will be greater than or equal to 330 feet frorn the outer boundary of the . proposed oil .

: spacrncy and prorat1on unit and project area. -

. - (3) - .Concho seeks approval from the Division to dedicate the E/2 of the E/2 of
~ Section 9 to the well to form a non-standard 160-acre oil spacing and proration unit and
project -area (the “Unit") for a horizontal completlon in the Yeso formation; Atoka-

Glorreta Yeso Pool (3250).
(4j _A _ Concho further seeks to pool'all uncommitted interests in the Unit. -

(5) The Atoka-Glorieta-Yeso Podl ‘has no Special Rules; therefore, well
“spacing in this pool is governed by statewide Rule 19.15.15.9.A NMAC, which provrdes -
for standard 40-acre units, each comprising a governmental quarter-quarter section. The
‘Unit consrsts of four adjacent quarter quarter sect1ons : ‘

(6) Apphcant appeared at’ the hearing and presented land- and 0eolocnc
evidence to the effect that: ' :

(a) - all parties to. be pooled are unleased mineral owners and there are
' no un- locatable OWners;. :

(b’ Concho is interested in the entire Yeso formation, but intends to
' drill this well within the Paddock member of the Yeso formation;

(c) - The proposed well will be drilled alonU a path near the west side of
- the north to south pI’OJGCt area; -

- (d) thls area. within the Yeso formatlon 1s suitable for development by_ '
* horizontal dullmg, and S

e) all'quarter sections to be included in the Unit are expected to-be

~-productive in the Yeso formation, so that formation of the Umt as
. requested will. not impair correlative rlghts ‘

Au(7’) Nearbur0 Producmo Company appeared at the hearing throuch counsel o

Nearburo does not oppose the eorrectrons bemo made to thrs order. There were no other S

appearances in th1s case.
o The Division conchjdes that: .

: (8) Approval of the' proposed 160 -acre non- -standard spacing. and proration
unit will -enable Applicant to drill a horizontal well that will-efficiently produce the

. reserves underlyrng the Unit, thereby preventing waste, .and wrll not 1mpa1r correlative,
: uchts Apphcant s proposed Unit should be approved :
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(9 Twoor more separately owned tracts are embraced within the Unit and/or
there are royalty interests and/or undivided interests in oil and gas mrnerals in one or

more tracts that are sepdrate]y owned.

10y Applicant is an owner of an oil and gas working interest within this Unit.
‘Applicant has the right to drill- and proposes to-drill the proposed well to a common.»‘
source of supply at the proposed ]ocatlon

, ~(11)  There are mterest owners in this Unit that have not agreed to-pool their
interests. There are no un-locatable owners or evidence of a title dispute. . Accordingly,
provision for escrow-of funds is not needed. -

(12)  To avoid the drilling of unnecessary wells, protect correlative rights,
prevent waste and afford to the owner of each interest in this Unit the opportunity to
recover or receive without unnecessary -expense its just and fair share of hydrocarbons,
this application should be approved by pooling all uncommitted interests, whatever they

may be, in the oil and gas within this Unit.

~(13) - COG Operatmo LLC (OGRID 229137) should be designated the operator
of the proposed well and of this Unit. ‘

' (14),, Any pooled working interest owner who does not pay its share of
estimated well costs should have withheld from production its-share of reasonable well
costs plus an additional 200% thereof as a reasonable charge for the rrsk 1nvolved in

drilling the well.

: _ '(15) Reasonable charges for supervision (combined fixed rates) should be fixed

- at $5,500 per month while drilling and $550 per month while producing, provided that
these rates should be adjusted annually pursuant to Section IIL1. A 3. of the COPAS form
. trtled “Accounting Procedure- Iomr Operations.” :

IT IS THEREF ORE ORDERED THAT

(1) Pursuant to the apphcatlon of COG Opelatlng LLC (“Apphcant ) anon-

" standard 160-acre oil spacmo and proration unit (the “Unit”) is hereby establishied in the

i * Yeso formation, Atoka-Glorieta-Yeso Pool (Pool Code 3250), consisting of the E/2 of the -

E/2 of Section 9, Townshrp 19 South Range 26 East, NMPM n Eddy County, New

o ,Mex1co

r (2) All uncomrnrtted mterests whatevel they may be are he1 eby poo]ed n the
oil and gas wrthm the Unlt x : S

(3) The Unit shall be dedlcated to Apphcant S p10posed Stonewal] 9 Fee Well' -

c No. 4H (API No. 30-015-39779, “the proposed well"). - This ‘well will be-drilled from a.

: :._v_'sulface location 150 feet from the North line and 990 feet from the East’ hne (Unit letter
A) In a. southelly direction, at appr o}unate]_y 2750 feet tr ue ver tlcal depth to a
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bottomhole location 330 feet from the South line and 990 feet from the East line (Unit
letter P) of Section 9, Township 19 South, Range 26 East, NMPM, in Eddy County, New
Mexico. The well completion will be “standard”, all portions completed will be greater
than or equal to 330 feet from the OUtCI boundary of the Unit. A

' (4)_ The operator of this Unit shall commehce drilling the proposed well on or
before October 1, 2013, and shall thereafter continue drilling the well with due diligence
to test the Yeso formation. ' :

(5) - In the event the operator does not commence drilling the proposed well on.
or before the date specified in.the preceding paragraph, Ordering Paragraphs (1) and (2)
shall be of no effect, unless the operator .obtains a time extension from the Division
Director for oood cause demonstrated by satisfactory evidence.

- (6) - Should the proposed well not be drilled and completed within 120 days'
after commencement thereof, then Ordering Paragraphs (1) and (2) shall be of no further-
effect, and the Unit created by this order shall terminate, unless operator appears before
the Division Director and obtains an extension of the time for completion of the proposed .
“well for good cause shown by satisfactory evidence. If the proposed well is not
completed in all of the quarter-quarter sections included in the Unit within 120 days after
commencement of drilling, then the operator shall apply to the Division for an
amendrnent to this Order to contract the Unit so that it mcludes only those quarter quarter

sections in which the well is completed

(7) Upon -final plugging and abandonment of the proposed well and any other
- well drilled on this Unit pursuant to Division Rule 13.9, the pooled Unit created by this
~ Order shall terminate, unless this order has been arn'ended to authorize further operatiohs '

» (8 COG Operatmo LLC (OGRID ’729137) 1S hereby designated the’ operator‘
of the well and of the Unit. ' . . _

9) Afte1 poolmo uncommltted w01k1n0 1nte1est owners are 1eferred to as.
: pooled working interest owners. (“Pooled working interést owners” are owners of -
. working interests In the Unit, including unleased mineral interests, -who are not parties to
“an operating agreement’ governing the Unit.) - After the effective date of this order, the
‘operator shall furnish the Division and each known pooled working interest owner in the
- Unit an itemized schedule of estimated costs of drilling, completing and _equipping the

R _proposed well ("well costs"). Estimated well -costs -shall be allocated among pooled

' workmv mterest OWners based on their re9pect1ve interests in the Umt

(lO) Within 30 days from ’the date the schedu‘le of estimated well'coéts 1S

furnished, any pooled working interest owner shall have the right to pay its share of

" estimated. well costs to the operator in lieu of paymc its share of reasonable well costs out-
of production as hereinafter provided, and. any such owner who- pays its share of -

“estimated well costs as plov.lded above shall remain liable for operating costs but shall

. not be liable for risk charges. Pooled working interest owners who elect not to pay their

J
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share of estimated well costs as provided in thl% palam dph shall ther eafter be referred to
as "non- consentmo working interest owners.' . e

(]1) The operator shall furnish the Dlvmon and each known pooled woﬂung ,
_Interest owner (mcludmv non- -consenting working interest owners) an itemized - schedule
* of actual well costs within 90 days following completion of the proposed well. Actual
~well costs shall be allocated among pooled working interest owners based on their
respective interests in the Unit. If no objection to. the actual well-costs is received by the
_ Division, and the Division has not objected, within' 45 days following receipt of the.

schedule, the actual well costs shall be deemed to be the reasonable well costs. If there is
an objection to actual well costs within the 45-day -period, the Division will determine
reasonable well costs.after public notice and hearing.”

(12)-  Within 60 days following determination of reasonable well costs, any
pooled working interest owner who has paid its share of estimated costs in advance as
provided above shall pay to the operator its share of the amount that reasonable well costs
exceed estimated well costs and shall receive from the operator the amount, if any, that
the estlmated well costs it has pald exceed its share of reasonable well costs.

(13)  The operator is heleby authorlzed to W1thhold the followmg costs and
charges from p10duct1on : :

(a) . the proportionate share of reasonable well costs
' attributable to each non- consentmg working interest

owner; and

() asa charoe for the risk involved in dnlhno the well
"200% of the above costs. S

- (14) ‘The operator - shall d1str1bute the costs and charges w1thheld flom
productlon proportlonately, to the pames who advanced the wel] COosts.’ -

' (15)° Reasonable charoes for supe1v151on (combmed fixed rates) are hereby
fixed at $5,500 per month while drilling and $550 per month while producing, provided

that these rates shall be adjusted annually pursuant to Section IIL.1.A.3. of the COPAS .

~ form tltled “Accountmg Procedure-Joint Operations.” The operator is authorized to

: withhold from production the proport1onate share of both the supervision charges and the

~actual expendltmes required for operatmo the well, not in excess of what are 1ea§onable
attubutable to pooled wmkmo mte1est owners.

(16) Any Lmleased mme1a] interest shal] be consider ed a qeven elohths (7/8)'

- .working interest and a‘one-eighth (]/8) 1oya]ty interest for the puxpose of allocating costs

‘and, charges under this order. Any well costs or charges that are to be pzud out -of
.. production shall be withheld only from the W01km<T interests’ share of-production, and no
~_costs or charges shall be withheld from production aftributable to royalty interests.
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(17)  Should all the parties .to this compulsory pooling order reach voluntary
agreement subsequent to entry of tlm order, this order shall thereafter be of no further

. effect

' (18) - The operator of the well and the units shal] notify the Division in wrltmg

of the subsequent voluntary ‘agreement of all” pdmes subject ta the compulsory pooling

“provisions of this order.

(19) Jurisdiction of this case is retamed for the emly of such further orders as
the Division may deem necessary :

‘DONE at.S ;1'nta Fe, New Mexico, on the day and year hereinabove designated.

. STATE OF NEW MEXICO
" OIL CONSERVATION DIVISION

JAMI BAILEY _
Director




