State of New Mexico
Energy, Minerals and Natural Resources Department

Susana Martinez

Governor
John H. Bemis Jami Bailey
Cabinet Secretary _ Division Director
Oil Conservation Division
Brett F. Woods, Ph.D.
Deputy Cabinet Secretary
January 23, 2013

Ocean Munds-Dry
COG Operating, L.L.C
1048 Paseo De Peralta
Santa Fe, NM 87501

Re: Request for extension to commence the drilling of COG Operating, L.L.C Patton 5 Fee
Well No. 8H, Pursuant to Division Order No. R-13500

Dear Ms. Munds-Dry:

The Oil Conservation Division (OCD) received your letter dated January 14, 2013, regarding the
referenced subject on January 15, 2013. The OCD has reviewed your request and hereby extends
the date to commence the drilling of this well to January 15, 2014.

If you have any question‘, please contact Richard Ezeanyim at (505)-476-3467

Sincerely;

Al

Jami Bailey
Director

IB/re

Cc:  Oil Conservation Division District II — Artesia

1220 South St. Francis Drive = Santa Fe, New Mexico 87505
Phone (505) 476-3440 - Fax (505) 476-3462 « www.emnrd.state.nm.us/ocd



= CONCHOoO .

January 14, 2013

VIA HAND-DELIVERY

Ms. Jami Bailey, Director

Attn: Richard Ezeanyim

Oil Conservation Division

New Mexico Department of Energy, Minerals and Natural Resources
1220 South Saint Francis Drive

Santa Fe, New Mexico 87505

Re:

B

;JParagraph 5 of Order No. R-13500 requlre COG to comml nce dr1111ng the



’ s I‘ATE OF NEW ME}\ICO -
I:NI:RGY MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONQERVA rION DIVISION

IN THE MATTER OT THE HEARING
o ‘CALLED BY THE: OIL CONSERVATION
' DIVISION TOR THE . PURPOSE OI‘
CONSIDERING o _ .,

CASE NO ]4628

ORDER NO. R-13500 .

AMENDED APPLICATION OF NADEL AND GUSSMAN PERMIAN LL.C. .
'AND COG OPERATING, LLC FOR APPROVAL OF A NON-STANDARD OIL
SPACING AND PRORATION UNIT AND COMPULSORY POOLING EDDY
 ‘COUNTY, | A

NEW MEXICO.

' ORDER OF THE DIVISION

BY THE DIVISION

TIIIs case came on for hearing at 8:15 a.m. on January 5, ’)012 at Santa Fe New
'Mexwo before Examiner David K. Brooks. :

NOW, on thIs 19 day ofJ anuary, 2012 the DIVISIOn Dnectm ‘having consxdewd
- the tesnmony, the record and the recommendations of the Examiner, » '

I INDS THAT:.

(1) ' Due pubhc notIce has been gIven and the DIVISIon has JudectIon of thlS
case and of the qubject m'Itter ' : M. '

(2) Nadel and. Gussman Perrman, LL.C. 'and COG OpeIatIn LLC
(IndIVIdual]y called . “NGP” and “COG” respectively,’ and coliectively . called
“Apphcants”), seek approval of a non- -standard 160-acre oil spacing and proration unit
and project area ("the Unit") in- the Gloueta and- Yeso for ‘mations [Atoka-Glorieta-Yeso
Pool (3250)] consisting of the S/2 of the S of Secuon ‘5, Towns}np 19 South; Range 26

East, NMPM, in Eddy County, Ncw Mexmo Apphcants further seek an order poo]mo alI
uncommltted Inlerests in the Umt in the G]oneta and Yeso for m‘lUOl]S :

- (3) The Unit is to be dCd]CdlCd to COG’s Patton:5 Fee Well No. .8H (“the
propoqed ‘well"), a horizontal well to be dulled froni a standard surface locationi 380 feet
~from the South line and 320 feet fi om the West line (Uml M) of Section 5. The well will
pcneualc the top of the Glonem foxmatlon at a etandaxd oil well 16cation appr ommatc]y
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. 380 feet from the South line’ and 330 feet from the Weet lme (Umt M) or Sectron S and

‘continue houzonta]ly into the Yeso formation to a etanddld términus, of bottomhole :
locatron 380 feet from the South hne and 330 feet from the ant hne (Umt P) of Sectron

(4) Spacing i is govelned by statewide Ru]e 19. 15 15. 9 A, Wl]lCh provides.for
standard 40-acre units, each comprrsmg a. governmental quarter ~quarter section. The
pr opoqed non- standard Unit consrsts of four adjdcent quar tér-quarter sectlons

(5) Applicants - appeared at the hearmg throuah counsel and presented

. geo]oglc evrdence to the effect that: L e " -

(a) this area is suitable for deve]'oprh'erit by hbrizohta] drilhhg; and

(b) all quarter sections- to be included in the Unit' are expected to be
productive in the Yeso, so that formatron of the Umt as requested will

not 1mpa1r correlative ri ghts
6) Apphcants requested that COG be appomted operator of the Unit.

(7)  Proper notice was provided, and no other party appeared at the hearlng, or

" otherwise opposed the grantmg of this application.

The Division concludes that:

(8) . | Approval of the proposed non- standard unit will enable Apphcants to drill -
a horizontal well that will efficiently produce the reserves underlymo the Umt thereby

preventin g waste, and w111 not 1mpa1r cmrelahve rights.

9) Two or more sepatate]y owned tracts are embraced W1thm the Unit, and/or
there are royalty interests and/or undivided interests ‘in -oil and gas mmetals in one or
more tracts included in the Unit that are separately owned.

(10)  Each of Apphcants is ai owner of an 01] and gas working interest within
the Umt Apphcants have the right to drrll and plopose to drill the proposed well toa

common source of supp]y ‘within the Unit at the pr opoqed “Jocation.

(11) There are inter est owners m the- Umt that have not agreed to poo} their -
interests. There are no unlocated owners m the Umt and there Is no evidence of a title

dispute.

(12) To avoid the dullm" of UNHecessary weI]s protect coue]atlve Il"hlS
prevent waste and afford to the owner of each interest in the Unit the opportumty to
recover or receive without unnecessary expense its just and fair share of hydr ocarbons,

this apphcatron should be approved by poolmg all uncommrtled interests, whatever they

may be, in the oil and gas within the Un_rt
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'( 13 ) COG shou]d be desxgnated the ope1 atox ot the pxoposed weH and of the Umt ’: -

S (]4) Any pooled woﬂqnn mtereqt ‘owner who does not pay llS share of =
estimated ‘well costs should have w1thheld from pr oductlon its share: of reasonable welli-‘ ;
costs plus an. addmona] ’)OO% lheteof as a Jeasonnble charge for the mk mvo]ved in -

: clrllhng the well

(]5) Reasonableﬁchax eex 'f otisuip.erwsion (coinbmed fixed 1Aates) should be ﬁxed

at $5 500 per month ‘while drllhng and $550] per ‘month whilé producing; plowded that =~ - ‘
these rates ehou]d be adjusted annually pmsuant to Sectlon III 1.A3. of the COPAS form B

tltled “Accountmg P/ ocedure /omr Ope;atlon.s

IT IS THEREFORE ORDERED THAT

(1) A non- standard ]60 -acre 01] spacmg and proratlon unit . (the Umt) is :
- hereby eqtabhshed ini the Glotieta and Yeso" foxmatlonq [Atoka—Gloneta Yeso Pool
(3250)] consmtmg of the S/2 of the S/2 of Sectlon 5 Townshlp 19 South, Range 26 East

‘NMPM, in Eddy County, New Mex1co

(’)) Pulsuant to the _]Olnt amended apphcatton of Nadel and Gmsman Perfmian, -
L. L C. and COG Operating, LLC; all uncommitted interests, whatever they may be; in the
‘011 and gas in the Glorieta and Yeso formahons underlym0 the Umt are heleby pooled

(3) The Unit shall be dedlcated to COG 'S Patton 5 Fee Well No. 8H, .a
horizontal: well to be drilled from a standald surface Jocation 380 feet frOm the South line
and 330 feet from- the West hne (Umt M) of Section 5. The well will penetrate the top of
the Gloneta formation at a standard oil well location apptoxunately 380 feet from the
;South line and 330 feet ‘from -the West line - (Umt M) ‘of "Section 5 and ‘contifiue.
honzontal]y into the Yeso formahon to a standard terminus, or bottomhole location, 380
feet fxom the South’ hne and 330 feet f1orn the East line (Unit P) of Sectxon 5. '

‘ (4) The operator of the Umt sha]] commence dullmtT the ploposed wel] on or-
’ before January 15, 2013, and shall theleafter contmue dulhno the wel] ‘with due dlhcrence

to test the Yeeo formahon

(5) In the event the Operatm does not ¢ commence dnllmc7 the proposed well on

or before January 15, 20]3, Oxdeuno Paracrraphs (1) and (2) shall be.of no effect unleqe ‘

the' operator, -obtains ‘a -time -extension flom lhe vamon Dnector fon good cause"
demonstlated by sattsfactoxy ev1dence o

: (6) ' Shou]d the pr oposed wel] not-be dn]]ed ancl comp]cted w1thm ]70 days
after- commencemenl thereof; then Oldeung Par. agx aphs (]) anid (2) shall be of nio furthér
- effect; and the Unit and plO]CCl area created by this ‘order shall ter mmate unless operz ator
appears befoie the Dlvmon DnectOJ and obtains an extension of the lime for completion
of the proposed well for: "ood cauce shown by qatmf actory evidence. If the proposed well
is not comp]eted in all of the quax ter- quartex sections mcluded in the propoqed umt within
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120 days after commencement of dullm then the operator shall apply to the varsron .

. ,'for an amendment to this’ Order to conuact the Unit SO that Jt mcludes only those quarter-

quarter secuons m whtch the well is completed

(7) Upon frnal plug mg and abandonment of the proposed well -and any other '

'well drilled on the Unit pursuant to Dlvrslon Rule 13.9 [19.15.13.9 NMAC], the. pooled"
" unit. created by .this Older shall - termmate unless this - 0!de1 hag been amended to -

authorlze further opel auons

‘ (8) COG Operatmg, LLC is hereby deswnated the operator of the pxoposed |
well and of the Unit.- " : ' . SRR

‘(9) After. poolm uncommrtted wotkmg mterest owners are refened to as

,pooled working interest owners (“Pooled working “interest owners”: are ‘owners of _

“working interests in the Ui, mcludmg unleased mineral interests, who are not parues to" -

an- operatmg agreement governing the Unit.) -After the effectrve date of tlns order, ‘the
operatm shall furnish the Division and eé4ch known pooled workmg interest owner in- the

Unit an itemized schedule of estimated costs of drlllmg, completmg and eqmppmg the ' :
_ proposed well ("well costs"). - :

(10) Wrthm 30 days from the date the schedule of estlmated well costs is
furnished, any pooled working interest owner shall have the Tright to pay its share of
estimated well costs to the operator in lieu of payrnc its share of 1easonable well costs out

of” productlon as heréinafter prov1ded and any such owner who pays its ‘share of

estimated well costs as provided above-shall remain liable for- opelatlng costs but shall

‘not be l1able for risk charges. . Pooled workmg interest- owners who élect-not to pay their - )
' share of estimated well costs as provided i 1n thxs paraoraph shall thereafter be refened to e

as l’lOl’l consentmg workmg 1nte1est owners

an - The operator shall fumrsh the Drvrsron and each known pooled wo1k1no
mtezest owner (including. non-consenting working interest ownexs) an iterhized schedule
of actual well costs within 90 days following completlon of the proposed well. -If fio
objectron to the actual well costs is received by thé Division, and the Division has not

" objected, within 45 days followmg 1ece1pt of the schedule the actoal well costs shall be’
deemed to be the easonable well costs. If there'is an obJectron to actual well costs within
the 45- -day peuod the Dmsron wilj deteumne leasomble well Lcosts after public nothe

'and heaunv

(12) Wlthm 60 days followmg detetmmatron of reasonable wel] COsts, ‘any
pooled workmg mterest ownes who has paid its share of estimated costs in advance as -
provided above shall pay to the operator its share 6f the amount: that 1easonab]e well costs ‘
exceed estimated well ‘costs and shall receive from‘the” operator the amount, if any, that

'the esumated well costs Jt has pard exceed its shar e of 1easonab]e well costs

(l%) The opel ator is. heleby authonzed 0 wrthhold thc followrng costs and

‘charges from pr oductlon
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(a) ~ the plOpOlUOncllC thue of 1easonab1e welI 1COSLS ...
B attiibutable to edch non- c,onqentmo workmg mtereqt
, owner and : : : :

"(b) as a Chdl ge for the Tisk mvolved in dnlhnﬂ the well _
200% of the dbove coels h ‘ o . '

(14) The opelator shall dmubule the costs: cmd charaee W1thhe1d flom'
production, pi oportlonately, to the pdl‘llCS who advanced the wel] costs.

_ (15) RCdSOl’ldblC chaxv‘es for su’pest‘xon ('combme‘d flx‘e"d rates) are hereby
-fixed at $5,500 per month wlnle drilling and $550 per ‘month while - producing, pxowded
that these rates shall be adjusted annually pursuant to Section III. LA. 3. of the COPAS
form titled “Accountirig Procedure-Joint Operations.” The ope1alox is .anthorized to

. - withhold from’ piodiiction the” p1op01tlonate share of both the supervision ¢ charges and the

actual expenditares required for operating the well, not in excess of what are 1easonab]e
attributable to pooled workma interest owners. ' Co

(16) Any unleased mineral interest shall be. consxdexed a seven-eighths (7/8)
working interest and a one-eighth (1/8) royalty interest for the purpose of allocatma costs
and charges under this order. Any well costs or charges that are to be. paid out of
production shall be withheld only from the working interests’ share of production, and no

~ Costs or charges shall be w1thheld from productlon attribitable to royalty interests.”

(17) Should all the parties to this compulsory pooling order 1each voluntary
acrreement subsequent to entry of this order, this order shall thereafter be of no further .

effect

(18) Thc operator of the we]] and Unit shall notify the Dmsmn in writing of
the subsequent voluntary agreement. of all parties subject to the compu]smy poolmo
provisions of th1s order - -

(19) Junsdxctlon of thls case is retained for the entry of such fuxthm orders as

the DlVlS]OI’l may deem necessary

S ] ',a, Fe,-New Mexico, on the day and year hereinabove designated.

STATE OF NEW MEX]CO
OIL CONSERVATI ON DIVISION

JAMIBAILEY |
" Director



