State of New Mexico
Energy, Minerals and Natural Resources Department

Susana Martinez

Governor
Dave Martin David R. Catanach
Cabinet Secretary Division Diractor

Qil Conservation Division
Brett F. Woods, Ph.D.
Deputy Cabinet Secretary

August 27, 2015

William F. Carr, Esq.

Attorney for COG Operating LLC
1048 Paseo De Peralta

Santa Fe, New Mexico 87501

Re:  Request for Extension to Complete
Cookie Tosser State Com Well No. 2H (30-015-42440)
Division Order No. R-14022 (Case No. 15332)

Dear Mr, Carr:
The Division received your request dated August 20, 2015.

The compulsory pooling order for the subject well required that well to be drilled and completed
within 120 days of the spud date. The well was spud on August 10" according to Division records
and according to your letter, will not be completed by December 10™, 2015.

It is our understanding that budgetary and scheduling issues will prevent the completion of this
well prior to the required date. Finding paragraph (7) of this compulsory pooling order stated that
no other party contested the case.

The OCD has reviewed your request and hereby extends the date to complete this well another
four months, to April 10th, 2016.

If you have any question, please contact William V. Jones at williamv.jones @state.nm.us or call
(505)-476-3477.

Sincerely;

Pl

DAVID R, CATANACH
Director

Cc: 0il Conservation Division — Artesia District Office
DRC/wvjj

1220 South St. Francis Drive = Santa Fe, New Mexico 87505
Phone (505) 476-3440 = Fax (505) 476-3462 » www.emnrd, state.nm.us/ocd
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August 19, 2015 M A6 207 = 1 34
VIA HAND-DELIVERY

Mr. Davig Catanach, Director \
Oil Conservation Division ' '

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

Santa Fe, New Mexico 87505

Re:  Order No. R-14022/Case No. 15332: Application of COG Operating LLC for a non-
standard spacing and proration unit and compulsory pooling, Eddy County, New
Mexico.

]

Dear Mr. Catanach:

Division Order No. R-14022 granted COG Operating LLC's application for a non-standard
spacing and proration unit and compulsory pooling on July 17, 2015. The order authorized the
drilling of COG’s Cookie Tosser State Com Well No. 2H (API No. 30-15-42440) at a location in the
Wi2 E/2 of Section 16, Township 18 South, Range 30 East, NMPM, Eddy County, New Mexico. A
copy of the order is attached for your convenience.

Ordering Paragraph 6 of Order No. R-14022 requires the subject well be drilled and
completed within 120 days after commencement thereof or the order shall be of no further effect
unless COG obtains a time extension from the Division Director. COG commenced the drilling of
this well on August 10, 2015. However, due to current budgetary and scheduling issues, COG will
not be able to complete this well within 120 days (December 8, 2015) as provided by this order.

Therefore, COG respectfully requests an extension until April 6, 2016 to complete the
Cookie Tosser State Com Well No. 2H.

Thank you for your time and attention to this matter.
Si cere!y, , )
W|II|am F Carr
Senior Counsel

Enclosure
cc: Aaron Young, RPL

CORPORATE ADDRESS SANTA FE OFFICE

One Concho Center | 600 West lllinois Avenue | Midland, Texas 79701 1048 Paseo De Peraita | Santa Fe, New Mexico 87501
P 432.683.7443 | F 432.683.7441 P 505.780.8000 | F 505.428.0485
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-mtcrests in the Unif for the Bone Sprmg formatlon

.0 STATEOFNEWMEXICO '@ .. C
]LNERGY MINERALS AND'NATURAL RESOURCES DEPARTMENT
o LOIL CONSERVATION D]VISION |

IN THE - MATTER OF THE HEARING . |
CALLED BY THE -OIL CONSERVATION

DIVISION *FOR: THE -PURPOSE-’ OF

CONSIDER]NG

_ CASE NO. 15332
ORDER NO:R-14022

APPLICA’I ION OF COG OPERATING LLC FOR A NON- STANDARD SPACING

NFVV MEXICO

BY THE DIV'I'SION:», L ".-5_': ‘
O - i is

Thls case camé on for heanng at 8 15 arm:‘on July 9 2015 at Santa Fe New
Mcxlco bcfore Exammcr Wllllam V Jones.

NOW on thls 17“‘ day of J uly, 2015 the Dlvmon Dlrcctor havmg cons:dered the

"“‘n-n b e

FINDS THAT

( 1) Due publlc l’10th€ has. becn gwen and the D1v1510n has _]unsdtcnon of this . -

"5

(2) COG Operatmg LLC (thc “Apphcant”) seeks approval of a‘l 60 acre non-

from- thc Bone Sprlng formatlon Loco Hllls Bone Sprmg, East Pool (Pool code 39513)
compnsmg the W/2 6f the E/Z of Section 16 Township 18 South ‘Range 30 East NMPM,

in Eddy County, New Mexico.. Apphcant further séeks-an order poolmg all uncommltted o

L '

55

(3) The Umt w1ll be dedlcatcd to Apphcant s COOle Tosser State Com Well

No. 2H (the “proposed we]l” APINo. 30 015 42440) ahonzontal well to be dnlled from

.....

18 South Range 30 Fast, NMPM.



Case No. «Case»
‘Ordm No R l4022
_ Page 2 of 6 ;

) The proposed oil welliis w1th1n the Undesignated. Loco Hills; Bone Sprmg,
: Ea_st Podl and is subjeet 10 statewrde Tiilet 9: 15 A 5 OA. NMAC Which' provrdes for standard
“40-acre units, each compnsmg a*governmental quarter quarter section; and 330 feet
setbacks from the unit boundartes. The proposed Unit atid project area consists of four
adjacently located quartér- quarter sectlons oriented north to south B

AN i . ER hf‘ .., e‘ e ;"-.ﬁ_ \ ."."@-.'.'.' R

(5) The completedi mtewal of ‘the’ proposcd well will’ be standard for: orI

ptoduction from thie Botig Spnng formation «Undesrgnated Loeo=Hllls, Bone Sprmg, East

Pool.

K »(6) Apphcant appeared through counsel and presented the foliowmg land and
- geologlc ev1dence :

o (a) " The, Bone Spnng formation in thls area’is su1table for development
"y

E e ;byhonzontal’dnllmg, : AR R N Coo

- (b) the proposed onentatlon of the horlzontal well north to south is
:appropnate for the Umt S oL

(c) all quarter-quarter scctions to be mcluded 1n the Unit 4re expected
" to.be productwe in the Bone Sprmg fonnatlon so that thc Umt as

requested wrll 1ot impair correlattve rlg_hts
t

(@)  notice was pto\?ided for formatton of the non—standard spacmg umt' =

w - ito] lessees or operators of, surroundmg tracts
T P Come

- -i(e) notice was prov1ded for cornpulsory pooling within. the_Umt to all
1nterest owners sub_|cct to poolmg proeeedmgs ot

@ . all partles suchct to poohng were located

(D) No othér party entered :2n appearance of pthferwise oppos'_ed‘,.'this
apphcatton RV . N .__: o ) . n - ’
' The Dms1on co“n.clt'ldes‘ asifollows e, L

T i

_ 8 - The proposed non-standard unit should be approved in order to: cnable

-Apphcant to dnll a horizontal well; that will, efﬁctently produce the reserves underlvmg thé
Unit, thereby preventmg waste and protectmg correlative rtghts ' S

(9) : Two Or more separately owned traets are embraced WIthm ‘the: Unit, and/or

there are royalty mterests and/or undivided mterests in oil.and gas mmerals in one or more

_ tracts mcluded rm the Umt that are separately ‘owned.



.....
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(10) Appllcant~1s owner of an’ o1l and 8as working mterest w1thm the Umt
Apphcant has the rrght to dnll and | proposes to drrll the proposed well to a ¢omithon source
of supply within'the Unlt at the proposed locatlon o N '

(1 1) There are interest owners in the Umt that hai?e frot‘pooled their-interests .

JL T cd

(12) To avoid, the dnllrng of unnecessary wells protect corrclatrve nghts
<prevent waste-and af] ford to the owneér of each interest ni the Unit the: opportunity to recover
or receive wrthout urinécessary expense a just- and : fait share of hydrocar’oons this
apphcatlon should be approved. by poolmg -ajl uneommltted initerésts; whatever they may
be in the orl and gas wrthm thenUnrt L T . o 5 SRR
( 13) COG Operatmg LLC should be des1gnated the Operator of the proposed well
and the Unit, :

(l 4) Any pooled workmg mterest owner who does not pay 1ts shdre ot estrmated i

proposed well

(15) Reasonable chargcs for superv1sron (combmed fixed. rates) should be fixed
“at $7000 per month wliile drilling and $700 permonth while produemg, provrded that these
rates should be' ad_]usted annually .pursuant to Section IIl 1 A 3. of the COPAS form titled
A ccountmg P ocedure—.]omt Operattons
IT IS THEREFORF QRDERFD THAT ST R

l’r:‘ 1; .

(1) A 160 acre non standard orl spacmg dnd proratron unrt (the “Umt”) is
hcreby estabhshcd for oil productron from the Bone Spring’ formatlon Undesrgnated Loco
Hills; Bone Spnng, East Pool (Pool code 39513) compnsiﬁg the'W/2 of'the E/2 of Section -
16 Townshrp 18 South Range 30 East NMPM in Eddy County, New Mexrco

(2) Also pursuant o the applrcatlon -of COG Operatmg LLC, all uncommrtted
© intéfests;whatéver they may be, in the’oil and § gas in the Boné Spnng formatron undcrlymg
the Umt are hereby pooled N ;-[ o ‘!

(3) Thc Uit shall be dedreated to Apphcant s Cookle Tosser State Com Well
No. 2H (the proposed well” API NG: 30- 015-42440), a horrzontal well to be drilled from
a surf’rcc location 300 feet frorn the Noith liné and: 1180 feét from the East line (Unit letter
A) of Section 16 Township 18 South, Range 30 East to a bottomhole location 330 fect
from the' South liné arid 2260 feet from the East ling: (Umt letter O) of Section 16 Townshlp
18 South Range 30 East NMPM Thé proposed locahon shall be standard S

(4) The operator of the Umt shall commence dnlhng the proposed well on or
before-July 31, 2016/ aid shail thereafter contmue dnlhng the proposcd well wrth due
dlhgence to test the Bone Sprmg formatron .



Casc No.. «Case» . - I - IR . e
Order No R-14022 . . ‘ T )
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_ (5) e Inthe event the operator does not commence dnlhng the’ proposed well, on
or before July 31, 2016, Ordeung Paragraphs (]) and (2) shall,be of no. effect,-unless the o
operator obtains a time extension from the Dlv1510n Director for: good cause demonstrated :
by satlsfaetmy evrdence '

e

LR i - ¢ I N -t q

before the Dmsron Dtrector and obtams an, extensron of the ttme thl' completton of the
proposed well for good cause shown by satlsfftetory evldence If the ptoposed well is not

.............

standard spacmg umts in Wl‘llCll the well is completed

S (7) Upon fi nal pluggmg and abandonment of the proposed well dlld any other .
well drilled on the Umt purspant to Dwrslon Rile . 19.15.13.9 NMAG; the’ pooled Unit
created :by.this. Order shall :terminate, unlcss tl'llS Order has been amended to; authonze
further operatlons oo L . ::. . ‘ Tk b

(8) | COG Operatmg LLC (OGRID 2291 37) xs hereby desngnated the Opex ator of
theWell and the Unlt T el e ST R T R

Sy e " » ot foaor ety

)] After poohng, uncomm1tted workmg mterest oWners aretreferred to as
pooled workmgmterestowners (“Pooled working mterestowners are owners: of workmg
‘interests in the Unit, including unleased mmeral mterests vwho ;ai€ ' ot parties to an
0peratmg agreement governing the Urut) “After the eftectlve date of th1s Order, the
operator shall furnish the D1V1S|on and:each known pooled workmg interest owner in the

(6) Should the ploposed well not be dnl]ed and eompleted w:lhm 120 days after .

Unit an ntemlzed schedule of estlmated costs of dnlhng, completmg and eqmppmg the

proposed wel] ( 'well eosts") E 5::}1 : Ao i sl L

(10) Wlthm 30 days from the datc the schedule of eshmated well costs s
furmshed any, pooled workmg interest owner shall ‘have the right o pay its share of

estlmated well: costs 0 the .Ooperator: i 1nflteu of paylig its share of reasonable well costs out L

of productton as heremafter pr0v1ded and any such owner who paysits share of estnmated
~well ‘costs as provided above shall remain liablé for operatiig ‘costs but shall not be liable
. for rtsk charges Pooled working:interest owriers who ‘elect not to pay: thetr share of
o Rest1mated well costs as; prov1ded 1n- thls paragraph shall thereafter be 1eferred i6-as "non:
eonsentmg workmg mterest owners." .- T ., b :

. (l'l) The operator shall fumlsh the Dms1on and eaeh known pooled working
interest owner. (mcludmg non—consentmg workmg mterest owners) an itemized schedule
of actual well costs within 90 days foIlowmg completlon of the proposed well, If no
obJectton 1o the actual well costs. is recelved by, the D1v1s1on and the DlVlSlOIl has- not

dcemed to be the reasonable well Costs. [f there 1s an ob_qectlon to actual well costs ‘within
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‘theé 45- day period, the D1v1s10n will detennme reasonable well costs aﬂer pubhe fotice and
hearmg ' : : ‘ - :

(12) Wlthm 60 days followmg détennination of 1easonable well costs, any
pooled working inférest owner who has-paid its share of estimated costs in ddvarice as
p10v1ded ‘above’ shall pay:to the operator its share of the aimoutit that reasonable well costs
exceed estrmated well costs and shall régeive from the operator the amount, if a any, that the
‘estimated well costs it has paid exceed its share of reasonable well costs.

, (13) The operator is heleby autlronzed 1o- wrthhold the followmg costs and
charg ges from production from cach well v : :

(@)  The proportlonate share of redsonable el ié
attiibutable to each non- consentmg workmg
".6wnet; and : ¥

(b) ~ Asacharge for the risk involved in dnllmg the well .
: ;‘200% of the above costs, : e

(14) © The operator shal] distribute the costs andr
productlon proportlonately, to the partics 3 who advanccd the well )

(15) 'Reasonable char ges for supervision (combined fixed rates) for the well are |,
' -hereby ﬁxed at $7000 per month wlule dnllmg and $700 per month whrle producmg,
COPAS form titled “Accozmtmg Procedm e-Jomt Operanons * The operator 1s autlrorued
to w1tlthold from prodyction the proportronate share of both the supervision ‘charges and
fheactual .expenditures required for operating the well, not in excess of what arc reasonable
attnbutable to pooled workmg interest owners.

(16) Except as provrded i Paragraphs (13) and, (15) above, all proceeds from
production from the pr0posed well that are not:disbursed for any réason shall be held for
the account of the person or persons entitled thereto pursuant to the Oil and Gas Proceeds
" Payment Act ‘(NMSA 1978 Settiors 70-10-1 th.rough 70-10-6, as amended) If not
- rdrsburscd such procceds shall be-turned over to the appropriate authonty as and when

1equ1red by the Uniform Unclarmed Propcrty Act (N MSA 1978 Sections 70-8A-1 through
70 8A 31, a5 amended). :

(17) Any 'unleased mineral mtercsts shall be considered a seven- elghths (7/8)
. workmg mtcrest and a one-eighth (l/8) royalty mterest for the purpose of allocatmg costs
and charges under this Order Any well costs or charges that are fo be paid out of productlon
shall be withheld only from the working intérests’ share of production, and no costs or
‘charges shall be withheld from production attrrbutable to royalty mterests
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(18) Should all ‘the parties to tlns .compulsory poolmg order reach volintary
agrcement subsequcnt to entry of this Order, this order shall thereafter be of no further |
effect . e :

IRy

Iy
s

(19) The 0pe1 ator of the well and the Umt shall no‘nfy the Division i in Wntmg of
the- subsequent voluntary agrecment of all pames subject to the compulsory pooling
prowsmns ‘of.thig Order. :

‘ i r ? . & *

(20) J unsdlcuon of thlS case is retamed for thc éntry of such furchet orders as the

{ .

' DAVlD R CATANACH
Dlrector



