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ABOVE THIS LINE FOR DIVISION USE ONLY

NEW MEXICO OIL CONSERVATION DIVISION
- Engineering Bureau -
1220 South St. Francis Drive, Santa Fe, NM 87505

ADMINISTRATIVE APPLICATION CHECKLIST

THIS CHECKLIST IS MANDATORY FOR ALL ADMINISTRATIVE APPLICATIONS FOR EXCEPTIONS TO DIVISION RULES AND REGULATIONS
WHICH REQUIRE PROCESSING AT THE DIVISION LEVEL IN SANTA FE

Application Acronyms:
[NSL-Non-Standard Locatlon] [NSP-Non-Standard Proration Unit] [SD-Simultaneous Dedication]
[DHC-Downhole Commingling] [CTB-Lease Commingling] [PLC-Pool/Lease Commingling]}
[PC-Pool Commingling] [OLS - Off-Lease Storage] [OLM-Off-Lease Measurement]
[WFX-Waterflood Expansion] [PMX-Pressure Maintenance Expansion]
[SWD-Sait Water Disposal] [IPl-Injection Pressure Increase]
[EOR-Qualified Enhanced Oil Recovery Certification] [PPR-Positive Production Response]

[A] Logdtion - Spacing Unit - Simultaneous Dedication

[1]  TYPEOF APPII;FJ?IION - Check Those Which Apply for [A]
NSL [[] Nsp [] sD

Check One Only for [B] or {C]
[B] Commingling - Storage - Measurement

[0 ouc [ crB [] pLc [ PC [] oOLS D@m\@o

[C] Injection - Disposal - Pressure Increase - Enhanced Oil Recovery %St Fr QA
] wex [] pMx [] swp [J eI [] EOR [] PPR %NM D,*,

[D] Other: Specify

2] NOTIFICATION REQUIRED TO: - Check Those Which Apply, or Eéoes Not Apply
{A] ] Working, Royalty or Overriding Royalty Interest Owners

[B] [] Offset Operators, Leaseholders or Surface Owner
[C] ] Application is One Which Requires Published Legal Notice

[D] [[] Notification and/or Concurrent Approval by BLM or SLO

U.S. Bureau of Land Management - Commissioner of Public Lands, State Land Office

[E] For all of the above, Proof of Notification or Pubhca;on is Attached, and/or,

[F] IZ/Walvers are Attached ( S@ g%

[3] SUBMIT ACCURATE AND COMPLETE INFORMATION REQUIRED TO PROCESS THE TYPE
OF APPLICATION INDICATED ABOVE.

[4] CERTIFICATION: I hereby certify that the information submitted with this application for administrative
approval is accurate and complete to the best of my knowledge. I also understand that no action will be taken on this
application until the required informatiOn and notifications are submitted to the Division.

individual with managerial and/or supervisory capacity.
Attorney for Applicant V/i—/o

ature 1= Title Date

Note: Statement muyst e completed

James Bruce

Print or Type Name

jamesbruc@aol.com
e-mail Address




JAMES BRUCE
ATTORNEY AT LAW

POST OFFICE BOX 1056
SANTA FE, NEW MEXICO 87504

369 MONTEZUMA, NO. 213
SANTA FE, NEW MEXICO 87501

(505) 982-2043 (PHONE)
(505) 660-6612 (CELL)

(505) 982-2151 (FAX)
jamesbruc@aol.com FEB —5 2004

Oll Conservation Division
February 5, 2005 1230 8. 8¢, Francis Drive
Santa Fe, NM 87505

Hand Delivered

Michael E. Stogner

0il Conservation Division
1220 South St. Francis Drive
Santa Fe, New Mexico 87505

Dear Mr. Stogner:
Pursuant to Division Rule 104.F(2), Apache Corporation applies for

administrative approval of an unorthodox o0il well location for the
following well: ‘

Well: Hawk B-1 Well No. 33
Location: 2630 feet FSL & 1250 feet FWL
Well Unit: NW%SWY4 of Section 9, Township 21 South, Range

37 East, N.M.P.M., Lea County, New Mexico

The well will be drilled to test the Grayburg formation (Penrose
Skelly (Grayburg) Pool), which is an oil pool spaced on 40 acres.
(Under Commission Order R-98-B, there is no limiting gas:0il ratio
in the pool.)

The NWY%SWY% of Section 9 will be simultaneously dedicated to the
proposed well and to the existing Hawk B-1 Well No. 20, and
applicant requests approval of the simultaneous dedication.

The application is based on geologic and engineering reasons. A
complete discussion, with appropriate exhibits, 1is attached as
Exhibit A. The proposed well will be located in the approximate
center of four existing Grayburg wells. Based on drainage
calculations and the low permeability of the reservoir, applicant
believes that drilling the infill well will recover reserves which
will not be recovered by the existing Grayburg wells.

Attached as Exhibit B is a land plat, highlighting the proposed
well’s location. The SEYNWY and N%SWY of Section 9 are covered by
U.S. Lease NM 90161, and the SW)NWY% of Section 9 is covered by U.S.




Lease LC 031741-A. The operating rights owners in both leases are
Apache Corporation, Chevron Texaco Inc., and BP America Production
Company, and Apache Corporation is the overriding royalty owner in
the SW¥NWY% of Section 9. To allocate well costs and production
equitably between the two leases, the operating rights owners have
entered into a Cooperative Well Agreement, submitted as Exhibit C.
Production and costs are being allocated to the two leases based on
hydrocarbon pore volume and an estimated 19 acre drainage area for
the proposed well. The Bureau of Land Management has approved the

agreement. As a result, notice of this application need not be
given to any offset.

Please call me if you need any further information on this matter.

Very truly yours,

James Bruce

ttorney for Apache Corporation



Application of Apache Corporation for administrative
approval of an unorthodox well location:

40 acres — 2630’ FSL &1250° FWL
Section 9, Township 21 South, Range 37 East, NMPM
Lea County, New Mexico

PRIMARY OBJECTIVE: GRAYBURG

In support;

1. Apache Corporation (Apache) is the operator of the proposed Hawk B-1 #33
well (Exhibit 1). The proposed total depth is 4150’ in the San Andres
formation.

2. The location is in the Penrose Skelly; Grayburg Oil Pool and encroaches
toward the following wells (Exhibit 2).

OPER WELL LOC | RESERVOIR CuM DAILY
O/G/W O/GIW
Apache | Hawk A #14 09-E Grayburg 8/15/26 8/46/40
Apache | Hawk B-1 #24 09-F Grayburg 28/68/27 35/215/37
Apache | Hawk B-1 #20 09-L Grayburg 5/22/19 17/46/23
Apache | Hawk B-1 #26 09-K Grayburg 13/44/19 21/89/33
Oil in MBO BOPD
Gas in MMCFG MCFGPD
Water in MBW BWPD

3. The proposed unorthodox Hawk B-1 #33 Grayburg location of 2630’ from
south line and 1250’ from west line is based upon drainage considerations:

a) Grayburg Reservoir

The Grayburg is a series of alternating subtidal and supratidal dolomites,
with the subtidal rock having porosity and hydrocarbons and the
supratidal rock being tight. The Grayburg environments varied rapidly so
that porous and tight intervals do not necessarily correlate well-to-well.
Tight dolomite and/or anhydrite intervals within the Grayburg create
vertical hydraulic barriers between different zones of porosity. Average
porosity of the Grayburg is less than 10%, and average permeability is

less than 1 millidarcy. Grayburg wells are thus not usually capable of
draining the 40 Acre spacing unit.

-~
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The reservoir was analyzed by mapping Hydrocarbon Pore Volume
(HCPV) (Exhibit 3). HCPV is the product of feet of pay (h) times average
porosity (PhiA) times oil saturation (So). The map is the arithmetic
product of grids interpreted from those values. The values were obtained
as follows:

1. Net Pay was read either from modern neutron-density logs or
estimated from a map developed from gross pay (clean
dolomite) times net to gross ratio.

2. Average Porosity was calculated from modern well logs using
a minimum of 6% crossplot porosity and a maximum of 20%.

3. Oil Saturation was calculated from a fractional flow curve
using recent water cut values.

The following table provides drainage areas calculated from the HCPV
map and reserves of the offsetting wells.

OPER WELL LOC | AREA EUR EUR
A MBO MMCFG
Apache Hawk A #14 09-E 7 9 55
Apache Hawk B-1 #24 09-F 12 43 250
Apache Hawk B-1 #20 09-L 38 59 375
Apache Hawk B-1 #26 09-K 20 54 350

Reserves for the proposed location were calculated by planimetering the
undrained area of the HCPV isopach which lies under a drainage circle
(the size of which is the average of the direct offset drainage areas)
centered on the proposed location. Any competitive drainage is shared
between the proposed well and the existing offset wells. The results are

as follows:
WELL LOC | HCPV AREA EUR EUR
A MBO | MMCFG
Hawk B-1 #33 09-L 19 52 624

4. Notice (Lee %%Wé@ﬁ@b

a. Apache is the operator of the Grayburg wells toward which the proposed well
will encroach. All of the working interest owners in those wells have been
notified, being:.

1. Chevron/Texaco -
15 Smith Road
Midland, Texas
Attn: Mr. James Baca



2. BP America Production Co
501 Westlake Park Blvd
WL1- Room 6.199
Houston, Texas 77079
Attn: Mr. Tony Webb

5. Approval of this application will afford the interest owners in this spacing unit an
opportunity to recover oil and gas which would not otherwise be recovered.

Correlative rights of the offsetting units will be protected by a sharing agreement
set forth in a letter agreement.



DISTRICT I

P.0. Box 1000, Habbe,. Rl MI—lm

DISTRICT II

P.0. Drawer DD, Amuk. NH GBII.!.-MII

DISTRICT DI o
) 1000 Rio Brazos Rd., Axteo, NI”(

DISTRICT IV -

pmmxmmmn NM. 875043088

© ' - Santa Fe, New Mexico 87504-2088

.State' of New Mexico oo Form C-102
 Boaxgy, Mincrals and Fataral Resonrscs Department E Revised February 10, 1094

Submit to Appropriate District Office
OIL CONSERVATIQN DIVISION

State Leesa — 4 Coples
P.0. Box 2088 . . ) Fee lLease ~ 3 Copies

WELL LOCATION' AND ACREAGE DEDI'CATION PLAT -

Dedicated Acres Joint or Infili

{0 AMENDED REPORT
API Number Pocl Code . ’ Pool Name 4
Property Code Property Narae .. N | Well Number
) HAWK B-1 . 33
OGRID No. Operator Name : . ELEVATION
APACHE CORPORATION =~ R 3504°
Surface Location - - o )
UL or lo.t 0. Section qumhlp  Range | Lot Idh:zf.TFeet from the North/South line FPeet from the East/Wesat line County
/Z -9 | 21-S|' 37-E| . 2630° SOUTH |- ~ 1250’ WEST LEA
"~ Bottom Hole Location If Different From Surface '
UL or lot No. Set_:Upn_ Township Range Lot ¥dn Feet from the | North/South lne T Feet from the East/West line °°.“l'-lt1

Consolidation Code. Order No.

OR

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED

A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

OPERATOR CERTIFICATION

© 7 haredy cartify the tha informaiton
confained hevein i3 frue ond compleie to the
bext of my knowledge and belisf.

e
ff—‘i?50‘—f‘—'fj> g

2630"

’ o | ‘ : . . . Date
3504.5; 3499.6° ) ; .

3508.7‘—»—-_‘ -—13502.2'

Signature

Printed Name

Title

- SURVEYOR CERTIFICATION

. . I haraby certify that the well location shown
GEQDETIC COORDINATES | on this plat was plottad from fald notes of
NAD 27 NME actual surveys mode by me or under my
Y = 5451140 N ) ’ suparvizon ond that the some is irus ond
X = 858057.6 E . corruct to the best of my Ddellsf.
LAT. 32°29°35.77°N '

LONG. 103°10'19.43'W

August 06, 2003

AW.B.

/5/03

c«r@&"hx.mn s N. 3230
-l @0"-:..51#5‘_ Se 12641

S
P
2
5
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DISTRICT 1

PO, Bax 1880, Bobbtw, NM uzu—xuo

' Stat'eb-bf New Mexico

: Form C-102
- Revised February 10, 1094
Snbnu!. to Appropriate District Office

DISTRICT I e —— OIL CONSERVATION DIVISION “State Lease - 4 Coplen
. ) P.0. Box 2088 - Fee Leare - 3 Copiesn
DISTRICT I Santa Fe, New Mexico 87504—2088
4000 Rlo Brazos Bd.,’ uu:e. N 87410
_ DISTRICT IV S - : ' , .
P.0. BOX 2088, SANTA FE, NX. avsoe-z088  WELL LOCATION AND ACREAGE DEDICATION _PLAT _ {1 AMENDED REPORT
APl Number - ) : Pool _Code Pool Name
Propgrty Code : Property Name Well Number
R HAWK B-1 33
OGRID No. - Operator Name . ELEVATION
' APACHE CORPORATION 3504
Surface Location )
4 UL or lot Na.. . s‘eg:ﬁmx-:f» “Township Range Lot Idn Feet from the North/South line Feet from the Eagt/West line:|-:County-<:
/J(' L1 9 21-S|- 37-E] - . 2630’ ~ SOUTH 1250' WEST - LEA
Bottom Hole Location If Different From Surface
UL ar lot No. Section | Township Range Lot ldn Feet from the | North/South une Feat, from the East/West line @mty

Dedicated Acres | Joint or Infill Consolidation Code Order No.

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION. UNTIL AIL INTERESTS HAVE BEEN CONSOLIDATED
: OR A NON—STANDARD UNIT HAS BEEN APPROVED BY THE. DIVISION

T HAWK A #3- APACHE-HAWK B-1 #1

HAWK A #19
9 .
<

HAVk B-1 #4 CEINDCD-HAVK B-1 }»#5

OPERATOR CERTIFICATION

I Rhereby certify the tha information
contatned herein {s trus and complaie to ths
best of my knowledge and belisf.

Signature

Printed Name

Title

. Date

SURVEYOR CERTIFICATION

I heraby certify that the well location shoum
on this plat was plotied jrom fleld notes of
actual suwrveyy mode by me or under my
supervison and thol the mame {5 trum and
verract (o the bdest of my belsf

August 06, 2003
Date Surveyed AW.B,

Signature & Seal of
Professional Surveyor

03.11.0842

Certificate No. RONALD J. N. 3239
GARY EIDSON 12641
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NOTIFICATION LIST

Application of Apache Corporation for Administrative
Approval of an unorthodox well location:

Hawk B-1 # 33 Well
2630’ FSL & 1250’ FWL
Section 9 Township 21 South, Range 37 East, NMPM
Lea County, New Mexico

OFFSET OPERATOR, WORKING INTEREST OWNERS, ROYALTY OWNER
OVERIDE OWNERS, SW/4NW/4 SECTION 9

1. Apache Corporation Wi
Two Warren Place, Suite 1500
6120 South Yale Avenue

Tulsa, Oklahoma 74136

2. Chevron/Texaco WI
15 Smith Road
Midland, Texas
Attn: Mr. James Baca

3. BP America Production Co. WI
501 Westlake Park Blvd
WL1- Room 6.199
Houston, Texas 77079
Attn: Mr. Tony Webb

4. Minerals Management Service RI
P O Box 5810 TA
Denver, CO 80217-5810

5. Apache Corporation OR
2000 Post Oak Blvd, Suite 100
Houston, Texas 77056



* United States _D'epar'.tmzent,'df the Interior
BUREAU OF LAND MANAGEMENT

- Roswell Field Office S T PRIDE"
2909 West Second Street . . . INAMERIGA
Roswell, New Mexico 88201-2019
- In reply refer to: : : . . :
NMNM111011 = _ B ’ R -
3105.1 (06300) o | | :
Re Cooperatlve Well Agreement | ' o RECEIVED
- Hawk B-1 #33 Well c , S . ‘ '
Sec.9 - 21S-37E NMPM o | JAN 2 0 2004
Lea County, New Mexico TULSA
‘ - LAND DEPT.

Apache Corporation

Attn: Cindy McGee

Two Warren Place — Suite 1500
6120 South Yale

Tulsa, OK 74136-4224

Dear Ms. McGee:

Enclosed is an approved copy of the Cooperatlve Well Agreement for the Hawk B-1 #33 well
located 2630’ FNL & 1250° FWL, Sec.9, T. 21 S., R. 37 E., Lea County, NM. The Cooperatlve ,
Well Agreement has been assigned contract No. NMNMl 1 101 1

Production and royaltles from the referenced well shall be allocated and reported to the Minerals
Management Serv1ce (MMS) as followmg :

Lease NMNM 90161 O T72.6%
*Lease NMLC 031741A | 27.31%
Please furnish all interestedv principals with appropriate evidence of this approval.

If you have any questions please call Mary Lou Ormseth at (505) 627-0258 or Armando Lopez at
(505) 627-0248.

Sincerely ¥our§,

. :) //’l}j / a4

- Larry D. Bray
_ Assistant Field Manager,
Lands and Minerals. - - -

~Enclosure L : o e
1- Cooperatlve Well Agreement

14
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~ COOPERATIVE w1 AGREEMENT iy s 14102/
S for_the Haka-I#33 Well N o

- «‘..‘__,,"(”Apache").' BP, Chevrdn, and Apache arésbnlet_iuiés hereafter refery ‘ |
_'a;1d_collecti$fely:als‘“Parries”. SR L e I

- WITNESSETH.

S Mexico (hereinaftey sométililés c’olléctive]y referred to ag the "Px‘o;)exjties"): B
L Hawk B-1Lease_ S P o
: ~Lessor:  © Tpe United States of America NM 90161 o
- Lessee: = .- Estate of Wilbuy . Hawk - - -
‘Date; - " March 1,1958 - N o
Descripti‘(’)n:' Insofai‘ and only insofay as same covers the following-
. land in Leg County, New Mexico: T
Townshi 21 Sauth, Ran e 37 East NJ\/I.P.M.
Section 9: N/2SW/4, SE/4NW/4 -

‘ 2. . \I‘Ia“;k A LéﬂSe = ...~-.~;,;AM_“~_..\.;.{:.;___‘“ e o e
' ’,‘éEe"ssﬁrTT“'T“*f'Tﬁ?ﬁ@jj.tsiﬁtaigbfA@ﬁEﬂif.??“ﬁ63’17471__L(_a)..;:i’»“'
Eéwe’é?%‘fi‘:state of Wilbur C.Hawk =
" Date; - ~January 1,195 ; S . -
o Description.", Insofar hndbnly insofar as same covers the foHowing-
- land in Leg County, New Mexico: ' : :
- Township 21 South, Range 37 Ea

~ Section 9; SWHNW/4

St.NMPM,

e <WHEREASmepameseadrow*ﬁuﬁdmdecTopm?ﬁlg“ugmsrn“
"vf_»ﬁ?\-\;f;and;t;l_y;ﬂ@;\ngﬁ:;l;is_ea.s_ez-;:@11@3;::;1ff ' ‘ ' '

RN ,;WHEREAS,’thespal.t;es' desire to drif] ang complete the Hayyj B-1#33 Well
- WEell”) for the production of o, 8as and related hydrocarbons at 5 hon-standard Jocat
. onthe lease line between the N/2Swy/4, SE/ANW/4 and SW/4SW/4 of Section 9 as g

- WHEREAS, the panic ,
g drilling, completing and_op’crétingﬂsaid Hawk B-1 # 33 Well as described hereip below.

S DESIGNATION ANDRESP()NSI"B{LITIES OF OPERATOR

] "Pal_'\ty”ifl". PR

S VWIHERE'AS,Abévch‘e i-stpera tor of the following oil 'a’fnd gas leases inLea C(')'un:ty,'Ne_‘w'i_:’:? s

described .

Ao the Hawlen Logse o ST

(“Cooperative - ‘
onencroaching
escribed below: -

s desire to provide for the sharing of production from and the Cdstsof PR

AL Apache is deéign’ate‘d as Qpefatot (“Operator) of e Hawk B-1 # 33 Well for -

. .tl;e‘purposés_'df this Agreement_."”

Ee Page | - .



B. Opelatm shall dull complete and operate the Cooperative Well for oil and/or

gas plOdUCthll from horizons encountered from the surface of the earth down to and 1nclud1ng the -

base of the Grayburg Formation as follows:

Hawk B'-I‘# 33 Well: :

 SURFACELOCATION: ~ 2630'FNL & 1250' FWL, Sec. 9, T21S-R37E,
- Lea County, New Mexico, o o . o
- Planned Total Depth: =~ "~ 4,150 feet, but in no event below the base of

- The Grayburg Formation plus one hundred
- (100) feet for operational purposes only.

‘ Except as other wisep‘tovided in this Agleement the Parties agree that all oper ations and the ‘
' rights and obligations of the Parties, with respect to the Cooperative Well shail be governed by the - -

- terms and conditions of that certain NMFU Operating Agreement dated September 1, 1989, as .-
“amended to date (hereinafter 1efe11ed to as the "NMFU Operating Agreement"). Solely f01 purposes - -
"o of dulhng and operating the Hawk B-1# 33 Well, Exhibit A-1 to the NMFU Operating Agreement . - :

~is amended to cover the Hawk B-1 # 33 Well as provided he1e1n As between the Parties there is

~and shall be no cross-assigiment or other transfer to title to any interests of the Parties in the R
- Propertiesas a result of this Ag1ee1nent This Agreement is merely a contractual arrangement among .-

 the Parties to drill, equip, test, operate and produce the Cooperative Well. BP and Chevronshall,at -
- their sole cost and risk, have access to the Coope1at1ve Well location'at all reasonable times to =

. -inspect or observe operations and to 1nf011natlon pertaining to the development and operation of the ..~

3 N Coopelatlve Well. BP and Chevron shall also have the right to audit Operator’s books and records
¢ relating thereto in accordance with the apphcable provisions of Exhibit "C" - Accountlng Procedure, .
. attached to the NMFU Opelatlng Agreement. Operator, upon request, shall furnish BP and Chevron - - - -
: "coples of all forms or reports filed with govemmental agencies, well logs, tank tables, daily gauge '
o and run tickets and reports of stock on hand at the first of each month, and shall make availableto = .« "
~BP and, Chevron samples of any cores or cuttings taken from the Cooperative Well. The costof -~~~

" gathering and fulmshlng 1nfo11natlon to BP and Chev1on other than that specified above shall be -

L ‘.'.~cha1ged to BP and Chev10n ’

~C. Opelatm shall estabhsh and maintain a Joint Account for the performance - -

s he1eof and shall advance all costs 1ncu11ed in connection with operating the Cooperative Well and o

B ‘v-’?'shall charge the Joint Account for all such costs on the basis provided in Exhibit “C" Accountmg_' I '
el Procedure, NMFU Operating Agreement.. All charges and. credits to the Joint Account for the '

~ Cooperative Well shall be borne, and production therefrom will be shared, 1nclud1ng but not limited '
~“to charges, credits and production associated with recompletions of the Cooperative Well to horizons
- shallower than the Grayburg f011nat1on by the below named Parties in the percentage shown

[ oppos1te their name as follows

Apache: e ferieensbenesen et et eseneeees S BSOS 50.00%

. BP SR et st e 25.00%
- Chevron ........... erereriereeeenaei SRR ettt et en eyt e e e eeearabaeaaaeens 25.00%

All othe1 operations conducted or wells d1111ed on the lands described above not 1elated to the
= Coopelatlve Well w1ll not be affected by this Agreement.

If any provision of Exhibit nen - Accounting Ploceduie is inconsistent with any provisionin.

‘:tlns Agxeement the pr ov1s1ons of this Agteement shall ptevall

2. TERM OF AGREEMENT

This Agreement shall»remam in full force and effect so long as such Cooperative Well -

: continues to produce oil or gas or both, and for an additional period of ninety (90) days from = - )

- cessation of all ploductlon p10v1ded however, if, prior to the expiration of such additional period; .
the Parties are engaged in drilling or reworking ope1atlons to restore production from the

o C‘OOpCl&thC Well hereunder, this Agreement shall continue in force until such operations have been - o o
*completed, with no cessation of more than sixty (60) consecutlve,days, and if production results
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“there from; this' Agreement shall continue in force as provided herein. Upon cessation of the
’ploductlon of oil or gas or-both, Operator shall plug and abandon the Cooperative Well in
-accordance with all rules and regulations of all governmental agencies having jurisdiction over the
~ premises at the cost, risk, and expense of the Parties, and shall salvage all equipment in and on the

well for the account of the Party(ies) that initially paid for said equipment. The termination of this

- Agreement shall not relieve any of the parties from any liability which has accrued hereunder prior to E
~ the date of such te1nunat10n

E :Notwithstanding anything to the cdntlaty contained elsewhere in this Agreement, if the actual ..
- drilling operations for the Cooperative Well are not commenced on or before June 30, 2004 then this -
‘ f'-"l’Ag1een1ent shall 1mmed1ately telmlnate and shall have no fu1the1 f01ce and effect. -

3. NON-PARTNERSHIP EV'LECTION"'

A, Unde1 no cncumstances shall this Agleement be constlued as meatmg a

. par tnelshlp, nunlng partnership or an association for profit between or among the Parties hereto. The -~
© . liability of the Parties shall be several and not joint or collective. Each Party shall be liable only for . '
e ﬁf__the costs incurred and the risks assumed by each respective Palty in connectlon with the per fonnance e

- of this Agreement. S : "

B. Notw1thstand1ng any plOVlSlOllS he1e1n that the right and hab111t1es of the

o Pattles hereunder are several and not joint or collective or that this Agreement and the operations o
" hereunder shall not constitute a partnership, if for Federal income tax purposes this Ag1eelnent and -
o ,.vi,”;fthe operations hereunder are regarded as a par tnelslnp, then each of the parties hereto hereby elects to- -
" be excluded from the application of all the provisions of Subchapter K, Chapter 1, Subtitle A, of the -
" Internal Revenue Code of 1986, as permitted and authorized by Section 761 of said Code and the . °
o regulation pr omulgated ther eunde1 Operator is authouzed and directed to execute on behalf of each -
" of the Parties hereto such ev1dence of this election as may be required by the Secretary of the" B
o T1easu1y of the United State or the Federal Internal Revenue Service, including specifically, but not - -
by way of hnutatton all of the returns, statements, and the date required by Federal Regulations
©1.761-2. Should there be any requirement that each party hereto further evidence this election, each | e
- Party hereto agrees to execute such documents and furnish such other evidence as may be required =~
by the Federal Intelnal Revenue Se1v1ce or as may be necessary to evidence this election. Each Party :
hereto further agrees not to give any notices or take any other action inconsistent W1th electionmade =~
~ hereby. If any present or future i incone tax laws of the state or states in which the property covered . -
- by this Agleement is located, or any future income tax law of the United States, contain, or shall '
 hereafter contain, provisions similar to those contained in Subchapter K, Chapter 1, Subtitle A, of the

Internal Revenue Code of 1986, under which an election similar to that provided by Section 761 of

- Subchapter K is pelmitted -each of the parties hereby makes such election or agrees to make such =

election as may be pelnntted by such laws. In making this election, each of the Parties hereto her eby . -

.. states that the income derived by it from the operations under this Agteement can be adequately -
. detelnnned w1thout the computatton of the pa1 tnership taxable income. '

4. TRANSFER OF INTEREST

If any mstlument putpmtlng to effectuate the sale assignment, or transfer of any interest of a.

- Party in or to the Hawk A Lease and/or the Hawk B-1 Lease does not exptessly provide that such - ..~
sale, assignment or transfer is made and accepted subject to this Agreement, the purported sale
, a551g11ment or tr ansfe1 of any such 1ntetest shall be void.

5. CLAIMS AND LAWSUITS .

A If any Palty is sued on an alleged cause of action ausmg out of opelatlons ‘ R
cover ed by this Agreement, it shall give p1 ompt written notice of the suit to the other: palty '

B. Operator may settle any smgle damage claim or suit arising from opelatlons

fhe1eunde1 for any settlement amount not .exceeding Thirty-Five Thousand Dollars ($35, OOO)

provided such payment is in complete settlement of such claim or suit.
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C lf the amount 1equ11ed for settlement exceeds the amount hereinabove set out,

Ope1at01 shall give notice to BP and Chevron of'its intent to settle for such higher amount, and if BP.- - B

and Chevron agree to such higher amount Operator may settle such cla1m or suit for such higher

- amount.

_ D.  If, in Operator’s opinion, such claim or suit is not amenable to or susceptible-. ~ .
- of settlement, Operator may upon delegation of such authority by the Parties hereto supervise the -~
- administration of said claim or suit employing Operator’s staff attorneys or other attorneys as it may

. - see fitto do so. The fees and expenses of settlement and handlmg such claim or suit shall be charged - ;

" to the Joint Account p10v1ded no cha1 ge shall be made f01 services per f011ned by the staff attomeys : ATy

,-‘.:‘;.'f01 either Palty

6. TAKING PRODUCTION IN KIND

Each Par ty shall take in'kind or sepa1ately dlspose of its pr opomonate shale of all oil and gas-

e produced from the Cooperative Well, exclusive of production which may be used in development_ S

““and producing operations and in preparing and treating oil and gas for marketing purposes and’ _
- production unavoidably lost. - Any extra expenditure incurred in the taking in kind or separate

disposition by any Party of its proportionate:share of the production shall be borne by such Party. -
- Any Party taking its share of p1oduct10n in kind shall be required to pay only for its proportionate - - T
- share of such part of Operator’s surface facilities which it uses. In the event one or more Parties' = : -
" separate disposition of its share of the gas causes split-stream deliveries to separate pipelines which .

“ona day-to-day basis for any reason are not exactly equal toa Palty s respective proportionate share

. oftotal gas sales to be allocated to it, the balancing or accounting between the respective accounts of e

~ the Parties shall be in accmdance w1th the Gas Balancmg Agreement attached to the NMFU -
' Ope1atmg Agleement o

v In the event any Palty shall fail to make the a11angements necessary to take in kind or
separately dispose of its p10p01tlonate share of the oil produced from the Cooperative Well, Opelatcn

| - shall have the right, subject to the1evocat10n at will by the Party owning it, but not the obligation,to -
~ purchase such oil or sell it to others at any time and from time to time, for the account of the

- non-taking Party at the best price obtainable in the area for such production. Any such purchase or

sale by Operator shall be subject always to the right of the owner of the production to exercise at any
. time its right to take in kind, or separately dispose of, its share of all oil not previously deliveredtoa -+
g”pulchase1 Any purchase or sale by Operator of any other Party's share of oil shall be only for such =~ -

- reasonable’ periods of time as are consistent with the minimum needs of the 1ndust1y under the
paxtlculal circumstances, but in no event f01 a pe110d in excess of one (1) year. '

7. PRODUCTION ALLOCATION AND BURDENS ADMINISTRATION

- All royalties, ovemdmg royalty interests, production payments, or Sllllllal lease burdens - -

- encumbeung the Properties which are created and existing as of the effective date hereof are defined

- as the Existing Burdens. Solely for the payment of such Existing Burdens, all oil, gas and related "

_ ‘hyd1oca1bons ploduced f1 om or allocated to the Coopelatlve Well shall be allocated to the Properties

as follows

' HakaLease ...... TTER e 2731%
- Hawk B-1 Lease ......... e e e 72.69%

" Each Party shall account for and administer its share of the Existing Burdens attributable to the - o

- Hawk A Lease and/or the Hawk B-1 Lease, based on such Party’s operating rights in said lease(s)

= . insofar and only insofar as to the fo11nat1on( s) being produced from the Cooperative Well. Further,

" each Party shall indemnify and hold hannless each other Parties for the payment of its share of such .
‘ Ex1stmg Buxdens

Acceptance of the payment of such EXisting Burdens by the owners thereof shall never be construed

as approval or ratification of a poolmg, umtlzatlon, or commumtlzatlon of the Hawk A Lease and
the Hawk B-1 Lease
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8 MEASUREMENT

Subject to the provisions of Paragraph 6, all oil produced from the Cooperative Well will be

measured in accordance with the standard metering practice accepted by the Bureau of Land

. Management. The method used shall be checked for accuracy at least once every month. All gas

5 3 sepal ated from such 011 shall be meteled or determined from well test befo1e dehve1y to the gas ‘
R pu1 chase1 : S :

9. .TITLE -

' - This Agleement is not 1ntended asa conveyance of a any 1nte1est whatsoever in 1eal property .
o owned or controlled by the Parties, but is merely a contractual arrangement between the Parties to. ;.
C “opelate the C OOPGIatIVC Well and sha1e the p1oduct10n and costs thereof. ‘

10.. NOTICES

‘ AL All notices authouzed or 1equn ed by this Ag1eement unless otherwise )
L spemﬁcally pr 0v1ded shall be deemed to hiave been given when it is received by the Pa1ty to whom R
o .'addlessed if it is given in writing by ( Ce1t1ﬁed Ma11 Return Receipt Requested, or teleg1a1n postage
- or charges prepaid, and addlessed to the paltles to whom the notlce is given at the addtesses listed -
above ' '

» B.  Each Patty shall have the 11ght to change its address at any time and from
. t1me to time by giving wntten notice theteof to the othe1 Parties..

1.~ PRE- COMMENCEMENT APPROVALS

Notw1thstand1ng anythmg to the cont1 a1y contamed elsewhe1e in this Agleement Ope1 atm -
L shall not commence actual drilling operations for the. Coopelatlve Well until thls Agleement has
e been appr oved by the Authouzed Ofﬁcel of the Bu1 eau of Land Management . : " -

C “This Ag1eement is ﬁeely a531g11ab1e and shall extend toand be bmdmg on the successo1s and_-‘ S RN
L ass1gns ofthe Pa1t1es he1eto :

- | v This Agleement may be executed in any numbe1 of countelpalts each of which shall be_(‘
o c01lslde1ed as an 011g1na1 f01 all putposes

: 7 IN WITNESS WHEREOF the pa1t1es have caused the execution of thlS 1nst1ument to be_’ e
' effectlve on the date first above Wutten : :

 APACHE CORPORATION  BPAMERICAPRODUCTIONCOMPANY = '

~ Printed Name: / lRD\o JO\N\ % . Printed Name:_
 Title: - Title: -
- ———Gen#e—l—t?egten—wee—llre 1, :
e Exploration & Developn&w o

”CHEVRON USA.INC. '» BUREAU OF LAND MANAGEMENT

By___ i B Mﬁwz |
Printed Name:__ o IS . PuntedNam{ LAKS y Z/ ﬂ)/ : '
- Title: L Title: p5 émg,@ﬁgég Mﬂu!ﬁﬁ:é 49!!!22& QM/VF/JAS
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" STATE OF OKLAHOMA  §
 COUNTY OF TULSA  §

This instrument was acknowledged bef01e me thlS l&[g&day of M 2003 iby. Rob
" Johnston, Vice President, Exploration, Cent1a1 Reg1on of Apache Coxpmauon, a Delawale,. -

o ,c01p01anon on behalf of said c01p01at10n

Nowary Public Oklahoma

, Ol-HCIAL SEAL

GHEILAREXROAD § © - o ”
S ;:LZ?‘)GS;J 2?{2004 R o ﬁotary Public, State of Oklahoma

 STATEOF TEXAS ~  §
L

: '-_'COUNTY OFHARRIS  §

dayof_‘_*;;___ 200 by'-""

e 5: L ThlS mstrument was acknowledged bef01e me thlS ] ;
' ' > of BP AAneucaPloductton- PO

o Company, a Delawale coxpoxaﬁon on behalf of sald coxpmatlon

Notai‘y Public, State of Texas

- :STATE OF TEXAS o ;-':'§.{ i

COUNTY OF MIDLAND g i

- This 111st1ument was acknowledged bef01e me ﬂllS m day of .

e Pennsylvama cmpo1at10n on behalf of sa1d cmpmatlon

- Notary Publié,vy State of Texas

i ,_'STATE OF NEW MEXICO §
el ”COUNTY OF bmd\“"‘

R T his 1nst1ument was acknowledged befme me this l day of
by = Authonzed Officer of e Bureau

:beholf of the Burdau of Land Manag nent.

,‘ 200%'. TN

and Managementon .

Notary\Publig, State of New Mexico
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 STATEOF OKLAHOMA  §

COUNTY OF TULSA 8
Tlns instrument was acknowledged befowme this /[, day of N0 imbi , 2003, by Rob -

R - cmpq\'&%&}»m) bgj{ag@f said co1poxat10n

<0 F '-/cyc:.’f-;‘ ; : -y \ o B |
L:%’@‘ G Vwnoo ' , CS/\ ,
zi 9%80“83:‘*» S = Ao 11

Notary Public, Stdte of Oklahoma

o STATE OF TEXAS Sy
;;COUNTY OF HARRIS S

© . Company, a Delawale colpomtlon on behalf of said cmpmatlon

AW 25, 2006

Pidraim Ao o Notaly Public, State ofTe)Sers-DQ

"“""ﬁsTATE OF TEXAS,I. Sy
S

COUNTY OF MIDLAND 5 |

This mstlument was acknowledged befme me ‘[hls ___ dayof - , 200;, by’

* " Pennsylvania corporatlon, 01_1 behalf of sald_co_rporatmn.

- Notary Public, State of Texas

. STATE OF NEW MEXICO - §

T COUNTY OF LEA ‘ -8
o " This 1nst1ument was acknowledged befoxe me tlns ~day of .~ , 200,
. by = : ' -, Authorized Ofﬁce1 of the the Bureau of Land Mwnagement on

'behalf of the Bmeau of Land Management

Notary Public, State of New Mexico
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8. MEASUREMENT -

S > all oil produced from the Cooperative Well will be L
- measured in accordance with the standard me -
o Management. The method used shall be checked for accuracy at least once every month. All gas -

- separated from such oil shall be metered or determined from wel} test before delivery to the gas
o purchaser. - ‘ ' E o

R A All notices authorized or required by this Agreement,_ unless otherwise -

.- specifically provided, shal] be deemed to have be

‘ C -addressed if it is given in writing by Certified'Ma
o or charges prepaid, and addressed to the parties
R B."  Each Party shall have the right to change its addres

: ‘ § at any time and from
L7 time to time by giving written notice thereof ta the other Partics, = o .

1. PRE-COMMENCEMENT APPROVALS

R S ’Nptivitllstaxidil1g:aﬁythii@ to the coi
. shall not commience actua] drilling operations fi
- been approved by the Authorized Officer of the Bureaun of Land Management,
- This Ag1'¢eille11't’is‘ﬁiec_lvy‘-assigﬁ

“ assigns of the Parties hereto. - -

;,f"',i'- Th_i's.'Agxeléiﬁent nlay be :ékvecméd many ',1_1umbei. of C(j»ulklvtels‘parts,beach'of w.hic‘h’ -s‘\hal_l‘ be 0
- considered as an original for all purposes. -~ . [ BN ‘ o

- IN'WITNESS WHEREOF, the
“effective on the date first above written |

| APACHE CORPORATION ~ BPAMERICA PRODUCTION COMPANY

ot Printed Name: /\Rgly -)o‘nné(o( " Printed Name:__ s
o Tltle e cePre !dw TxtleMM :
| ‘Exploration & Developmes¥’ -+ - .

- CHEVRONUSA.INC.

. Prinm‘%a o
Title: T
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parties have caused the execution of this instrument to be © . .
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E STATE OF OKLAHOMA

L _COUNTY OF TULSA

S STATE OF 'T_»EXA’S' o

.-‘_} COUNTY OF HARRIS ~ § *

§
-8
8§

Mt@ly, on beha'ﬁ”. of sald corpor atlon

Tlns 1nst1u1nent was acknowledged befme me tlns

2

et Tyhtsnnst)ument was aclmowledgedbefmeme this ll;: day of ilcgmbi 2003 byRob.; S
”',_:;Jolui‘s@o QG\Q].Lé?fI‘&SIdCHt Exploration, Central Region, of Apache Cmpma‘non a Delawale'»v.f.f_,'-ig' o

} i Cf:\fg»b\\ mkﬁélu_.

Notary Pubhc Sta)[e of Oklahoma

“-.. Company, a Delaware corporation, on behalf of said corporation. .

STATE OF TEXAS

* éL\mk les

8

~ COUNTY OF MIDLAND F TR

I This inst ument was acknowledged befme me this 5 b4 day of Jearuay

. Fsbie = A"H‘e

rhev—M~FL,f;(‘

. dayof - ‘, 200
of BP America Production - -

, b}?E

~_Notary Public, Stat_e of Texas

by

DAVID W. THOMPSON
IIOTARY PUBLIC STATE OF TEXAS

COMMISSION EXPIRES:
FEBRUARY 28, 2006

L COUNTY OF LEA

SIS A RS F 5 S fl‘"

Tlns 1nst1u1nent was acknowledged bef01e me this

s Pennsylvanla 001p01at10n, on behalf of sald 001p01 atlon

of ChewonU S A Inc a.

L«/W

Notaly Pubhc State of Texas '

i "S"TA‘TE OF NEW' ME’XICO § S S )

day of . . 200_;, RETE
: : ~ 3 Authouzed Ofﬁce1 of the Bmeau of Land Management on .
e behalf of the Bu1eau of Land Management : ’

Notary Public, State of New Mexico ~
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