s 76200 226 2 - ,- A1 E3L7
DATE IN SUSPENSE : ENGINEER /7 6 LOGGEDIN 1, § TvPE /[,/} s £pno YIRS ;7*’7/ 2/

ABQVE TH!S LINE FOR DIVISION USE ONLY

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

Wawk A-1%3] I-9-2/5-375 .
ADMINISTRATIVE APPLICATION cuecKLlsg/ c%

THIS CHECKLIST IS MANDATORY FOR ALL ADMINISTRATIVE APPLICATIONS FOR EXCEPTIONS TO DIVISION RU%NDS‘!Q
WHICH REQUIRE PROCESS|NG AT THE DIVISION LEVEL IN SANTA FE

Application Acronyms: Nag 8750;1 Ve
[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-Salt Water Disposal] [IPl-Injection Pressure Increase}
[EOR-Qualified Enhanced Qil Recovery Certification] [PPR-Positive Production Response]

[A] Logation - Spacing Unit - Simultaneous Dedication

[1] TYPE OF APPI‘;C;FION - Check Those Which Apply for [A]
NSL [} Nsp [] sp

Check One Only for [B] or [C]
[B] Commingling - Storage - Measurement
[0 pHC [] ctB [J PLC [ PCc [] oLs [] oLM

[C] Injection - Disposal - Pressure Increase - Enhanced Oil Recovery
O] wrex [ pmMx [ swp [ 1 ] EOR [] PPR

(D] Other: Specify
[2] NOTIFICATION REQUIRED TO: - Check Those Which Apply, or oes Not Ap})ly
[A] [] Working, Royalty or Overriding Royalty Interest O

[B] ] Offset Operators, Leaseholders or Surface Owner

[C]
[D]

Application is One Which Requires Published Legal Notice

Notification and/or Concurrent Approval by BLM or SLO

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

0O OO

(E]

[F] [] Waivers are Attached ( gﬁg aﬂ’/@ % ;b\‘v

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

For all of the above, Proof of Notification or Publication is Attached, and/or,

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 informatign and notifications are submitted to the Division.

Note: Statement must be completed by #n indididual with managerial and/or supervisory capacity.
James Bruce W Attorney for Applicant O

jamesbruc@aol.com
e-mail Address

Print or Type Name fiignature Title Date
i



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

itflest
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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

February 6, 2005

Hand Delivered

Michael E. Stogner

0Oil Congervation 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 oil well location for the
following well:

Well: Hawk B-1 Well No. 37
Location: 2590 feet FSL & 1310 feet FEL
Well Unit: NE%SEY 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 Grayburé 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:oil ratio
in the pool.)

The NE¥%SEY% of Section 9 will be simultaneously dedicated to the
proposed well and to the existing Hawk B-1 Well No. 30, and
applicant requests approval of the simultaneous dedication.

The application is based on geologic and engineering reasons. A
complete discussion, with appropriate exhibits, is 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 N%SEY% of Section 9 is covered by U.S. Lease
NM 90161, and the NEY of Section 9 is covered by Apache



Corporation’s "Southland Royalty" fee lease. The operating rights
owners in the leases are as follows:

U.S. Lease NM 90161 Southland Royalty Lease
Apache Corporation Apache Corporation
Chevron Texaco Inc.

BP America Production Company

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 18 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,

Attorney for Apache Corporation



February 6, 2005

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. 37
Location: 2590 feet FSL & 1310 feet FEL
Well Unit: NEY%SEY% 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:o0il 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. 30, and
applicant requests approval of the simultaneous dedication.

The application is based on geologic and engineering reasons. A
complete discussion, with appropriate exhibits, is 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 N¥%SEY% of Section 9 is covered by U.S. Lease
NM 90161, and the NEY% of Section 9 1s covered by Apache



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

40 acres — 2590’ FSL & 1310° FEL
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 #37
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
Q/G/W O/IG/W
Apache | So Roy A#10 09-G Grayburg 16/84/40 12/88/26
Apache | So Roy A#12 09-H Grayburg 5/24/25 5/26/39
Apache | Hawk B-1 #30 09-I Grayburg 8/30/26 24/75/42
Apache | Hawk B-1 #25 09-J Grayburg 16/113/19 29/249/24
Oil in MBO BOPD
Gas in MMCFG MCFGPD
Water in MBW BWPD

3. The proposed unorthodox Hawk B-1 #37 Grayburg location of 2590’ from
south line and 1310’ from east line is based on 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.




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

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 So Roy A #10 09-G 23 32 540
Apache So Roy A #12 09-H 7 6 50
Apache Hawk B-1 #30 09-| 11 24 150
Apache Hawk B-1 #25 09-J 31 95 920

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 #37 09-1| 2.01 18 33 396
4. Notice

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
WLI1- 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.



JISTRICT 1

P.O. Box 1080, ln‘h. . Ml*lm

DISTRICT 1

P.0. Drawer DD, Artesie, NM 86211-0718

- DISTRICT I

lmmnﬂlumkd. A:hc,NIB'l‘IO :

DISTRICT IV

P.0. BOX 2008, !AN'I‘A’YI. NM. 87604—2088

State of New Mexico
. Xnergy, Ihmh ud Nutural Remourees D:prh:nt

B OIL CONSERVATION DIVISION

P.0. Box 2088

' Santa Fe, New Mexxco 87504~2088

'WELL LOCATION AND ACREAGE DEDICATION PLAT

Form C-102

- Ravised Pebruary 10, 1994
Submit ta Appropriate District Office
State Lease — 4 Copies

- Fee Loase — 3 Copies

: D AMENDED REPORT

APT Number Pool Ccda Pool Name
Property Code Property Name Well Number
HAWK B—-1 37
OGRID No. Operator Name ELEVATION
APACHE CORPORATION 3474’
Surface Location
UL or lot Nol™ potfan - | Township Range Lot ldm Foet from the | North/South line Feet from the Bast/West s kiConnty-
! . 9 21-S} 37-E 2590’ SOUTH 1310’ EAST LEA
Bottom Hole Location If Different From Surface
UL or lot No. Section Township Range Lot ldn Feet from the North/South line Feot lrotn the East/West line County
Dedicated Acres | Joint or Imfill %p@nﬁon Code Order No.

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

OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

OPERATOR CERTIFICATION

1 hereby certify the the information
ooninined havvin is frus and complaie to the
dext of my knowladge and ballaf.

3474.6' 5"6' 3469.0°

GEODETIC COORDINATES
NAD 27 NME

Y = 5451000 N

X = 8607848 E

LAT. 32'29°35.34°N

LONG. 103°09'47.59"W

S >-—r‘—‘1310 ———— :

. L,_ _J I harety cariify that the well location shoumn
3478.2" b =i3472.6" ‘mwmwwmmmv

- ‘MCMwMHmnMUvW
| suparvison and that tAs mxme {s true and

carrect to the best of wmy belisf.
“August 06, 2003
. Date Survg;ada\\\\\\\“‘ AW.B.
7 = = o
q- .

Signature

Printed Name

Title

Date

SURVEYOR CERTIFICATION

N ;: ' / ’ Y
7.4, :" 2 . =
Ew‘ﬁROFESg&Xs‘

EXHIBIT

i

-
@
£
2
2
5
| D




JISTRIC’[ 1
P.0. Box 1900, Hubbx,

- DISTRICT I

NM 08841~1080

P.0. Drawer DD, drtesia, NM mll-lﬂli

DISTRICT 1II

1000 Rio Bruscs Rd., Arteo, NM 87410 -

' DISTRICT IV

" . P.0. BOX BOBS, BANTA

!BN.IB'IGM-M

‘ v State ‘of New Mexlco
© Energy, Mincrals -.nll MNaturai Resources D:p-rhﬂlt

OIL CONSERVATION

P.0. Box 2088

__Sa_nta Fe, Ngw Mexico B7504--2088

WELL LOCATION AND ACREAGE DEDICATION PLAT -

DIVISION

) Form C-102

Revized February 10, 1004

Submit to Appropriate District Office
' State Lease — 4 Copler

Fee leass — 3 Copice

O AMENDED REPORT

API Number. -Pacl Code Pool Name
Property Code Property Name o Woll Number
- HAWK B-1 37
OGRID No. Operator Name ELEVATION
APACHE CORPORATION 3474’
o Surface Location
UL or lot No. | -Section | Township . Range . Lot ldn Peotl from the North/SouLh‘ line ,;P“-!,qd:_.-_trom the East/West line County
| 9 | 21-S{ 37-E 2590° SOUTH 1310 EAST LEA
) o Bottom Hole Location If Different From Surface
UL or lot No. Section | Township lhngo Lot Idn Feet from the | North/South line ?eet from the East/West line County
Ded.k.tkd Acres Joint or Infill Consolidation Code Order No.

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

OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

'HAWK B-1 #2

APACHE=SOUTHLAND ROYALTY #1

APACHE-SOUTHLAND ROYALTY #§

HAWK B-1 #13

OPERATOR CERTIFICATION

I heveby certify the tha information
contained hervin is trus and complots to the
best of my Encwlsdge and baliaf.

Signature

Printad Name

Title

Date

SURVEYOR CERTIFICATION

| I hersty certify that the well location, shoum

on this plat was plotted from flsid notes of
actual surveys mads by me or wunder my
supsrvison ond (hat the sone 1s true ond
pvorrsct lo the dest of my belsf.

August 06, 2003

Date Surveyed AW.8.

Signature & Seal of
Professional Surveyor

03.11.0845

Certificate No. RONALD 1. EIDSON 3239
GARY EIDSON 12641




WELL SYMBOLS
O Location Only
@ Oil Well
ﬂ% Gas Well

- Dry

POSTED WELL DATA

CURRENT BOPD

CURRENTMCFD ® QERMISR

CURRENT BWPD mBO
MMCFG
MBW

APACHE CORP
APACHE CORP
SO ROY A 10 woxofim
12 26
88 39
26 APACHE CORP 5
16" SOROY 1-A-1| APACHE CORP 24
84 SO ROY A-6 25
40
.,\ 57 APACHE CORP
SF HAWK B-137
APACHE CORP
HAWK B 9 2 APACHE
. - ’ HAWK B 1 13
28 B APACHE CORP 75 @ e 5130
24 "HAWK ‘B-1" 25 42
34 8
16 30
113 26
19
APACHE CORP ° T
HAWK B-1.36

YATES-SEVEN RIVERS-QUEEN

GRAYBURG

. SAN ANDRES

. BLINEBRY-TUBBS-DRINKARD

ABO

. LOWER PALEOZOIC

0 500 1,000 1,500

FEET

TWO WARREN PLACE, SUITE 1500

6120 SOUTH YALE

TULSA, OKLAHOMA 74136-4224
CORPORATION

CENTRAL REGION

HAWK B-1 #37

SEC 9-T21S5-R37E
LEA COUNTY, NEW MEXICO

EXHIBIT 2

WELL INFORMATION

| DATE: 10-8-03 DWG:PROD (CURTIS\OCD-NM\2004 GRYBRG)




APACHE CORP
SO ROY A 10 “

54 fe

% APACHE CORP
SO ROY 1-A-1-— APACHE CORP

APACHE CORP
SO ROY A 12

1.040=
e

SO ROY A-6

APACHE CORP

e

“ e APACHE CORP
w _I><<_A,_w-\_.mm

.Y

" APACHE CORP |
_ HAWK B-1.36

-\ ./.--111@ PACHE CORP
=HAWK B-1 A

\
e APACHE
" HAWK B-1 30

~o, 2.42

YATES-SEVEN RIVERS-QUEEN

GRAYBURG

. SAN ANDRES

0 500 1,000

. BLINEBRY-TUBBS-DRINKARD

ABO

. LOWER PALEOZOIC

1,500

FEET

WELL SYMBOLS
O Location Only
Oil Well

®
AM Gas Well
<~ Dry

POSTED WELL DATA

GRAYBURG HCPV o QPERATOR

TWO WARREN PLACE, SUITE 1500

6120 SOUTH YALE

TULSA, OKLAHOMA 74136-4224
CORPORATION

CENTRAL REGION

HAWK B-1 #37

SEC 9-T21S-R37E
LEA COUNTY, NEW MEXICO

EXHIBIT 3

GRAYBURG
HCPV

DATE: 10-8-03

“DWG:PROD (CURTIS\OCD-NM\2004 GRYBRG) |
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o 1- Cooperatlve Well Agreement

Unlted States Department of the Interlor

BUREAU OF LAND MANAGEMENT ‘

Roswell Field Office < "
2909 West Second Street T&Kﬁ R
- Roswell, New 'Mexic_o 88201-2019 '
In reply refer to: . .
NMNMI111013 ‘ ‘
3105.1 (06300) , | o
Re: Cooperative Well Agreement . A o RECEMD
‘Hawk B-1 #37 Well . ' S o o
Sec.9—21S-37ENMPM- =~ . , : _ JAN 2 0 2004
Lea County, New Mexico _ 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 Cooperative Well Agreement for the Hawk B-1 #37 well
- located 2590° FSL & 1310’ FEL, Sec.9, T. 21 S, R. 37 E., Lea County, NM. The Cooperative -
* Well Agreement has been assigned contract No NMNMI 1 1013.

Production and royalties from the referenced well shall be allocated and reported to the Minerals
- Management Service (MMS) as followmg

Lease NMNM 90161 R 64.32%
- FeeLease - | , 35.68%
Please furnish all interested principals w1th appropnate ev1dence of this approval

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

(505) 627-0248.
Smcerely ours,
éfl/x.;

Larry D. Bray ‘
Assistant Field Manager
‘Lands and Minerals. .

: Enclosure

C
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s E‘ E . o . o - : ) ] ) t};”
- COOPERATIVE WELL AGREEMENT - y/wvrfv/‘ ) /019
’  (for the Hawk B-1 #37 Well)

‘ This Cooperative Well Agreement (“Agreement’), is entered into and is effective as of the B
- 1st day of December , 2003, between BP AMERICA PRODUCTION COMPANY, whose A
- .address is 501 Westlal(e Park Blvd., Houston, TX 77079 ("BP"), CHEVRON U:S. A.INC. Whose:i-_

~address - is 15 Smith Road, l\/hdland TX 79705 ("Chevron") and APACHE CORPORATION, 7.~
~““whose address is Two Wauen Place Suite 1500, 6120 South Yale Avenue, Tulsa, Ol(lahoma 74136 ;".
" - ("Apache"). BP, Chevron, and Apache are sometlmes he1eafte1 referred to 111d1v1dually as “Peuty Ll e
_and collectively as “Parties”. : L ‘ ' o P

\VITNESSETH

o , WHEREAS Ap’lCllelS Operator of the following oil and gas leases in Lea County,New“f v- ’
R Memco (heleumftex sometlmes collectlvely 1efeued to as the "Proper tles") SRR

1. H‘iwl(BlLe'\se——v o : S 1
- Lessor: = The United States of Ameuca NM 90161

. Lessee:’ - Estate of \Vllbul C. Hawk :
- Date: ‘March 1, 1958 -

; ',Descuption Insofar and only insofar as same COVClS the followmg (lescubedf

" land in Lea County, New Mexico: ~ :
Township 21 South, Range 37 E‘lSt N. M P.M.
Sectlon 9: N/2SE/4

2. N Southland Royaltv “A” Lease —

- Lesson - Southland Royf\lty Compfmv et al
Lessee: . Stanolind Qil & Gas CO.
~Date: Septembel 22, 1942

Descuptlon Insofar and only msof‘u as same covers the followmg desc1 xbed B
land in Lea County, New Mexico: - -
Township 21 South, Range 37 Ewst N.M. P M
Sectlon 9: S/2NE/4 '

W HEREAS Apache has lOO% of the ope1atmg ughts in ahcl to the Southland Royalty “A” -
Lease; and . :

y | WHEREAS, the Parties ea’ch own undivided operath1g rights in and to the Hawk B-1 Lease;

.WHEREAS, the Parties desire to clril,l and complete the Hawk B-1#37 Well (“Cooperative _ R

_ Well”) for the production of oil, gas and related hydrocarbons at a non-standard location encroaching - -
- on the lease line between S/2NE/4 and N/2SE/4 of Section 9 as described below; and

WHEREAS, the Parties desire to provide for the sharing of produotlon {rom and the costs of “ ,

o - d’rilling, completing and olael‘atiilg‘said Hawl( B-1 #37 Well as described hereinbelow.

NOW THEREFORE ‘the Pa1t1es he1eby ag1ee as follows:

- L DESIGNATION AND RESPONSIBILITIES OF OPERATOR

B . A Apache 18 de51g11ated as operatm (“Opexatm”) ofthe IIawk B-1 #37 Well fo1
the pulposes of this Ag1eement . ’

B. Ope1ato1 shall drill, complete and operate the Coopelatwe Well foroil 'mcl/01 '

L gas ploductlon from horizons encountered f1 om the sur ‘face of the earth down to and 1nclud1ng the .- 77

L 'base of the Glaybul g Foxmatxon as follows
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H'nvk B- 1 #%7 Well

SURFACE LOCATION v 2 ,590° FSL&l 310 FEL Sec 9, T218- R37E -

Lea County, New Mexico, ,
Planned Total Depth: =~ ) 4 150 feet, but in no event below the base of -

The Grayburg Formation plus one hundred. . - i

(100) feet for operational purposes only.

‘ Except as otherwise provided in this Agleelnent the Parties agree that all opeiaﬁons and the
Jlghts and obligations of the Parties, with respect to the Cooperative Well shall be governed by the
terms and conditions of that certain NMFU Operating. Agreement dated September 1, 1989, as

. amended to date (he1e1naftel referred to as the "NMFU Operating Agreement"). Solely for purposes =~
- “of drilling and operating the Hawk B-1#37 Well, Exhibit A-1 to the NMFU Operating Agreementis -

o amended to cover the H‘\Wk B-1 #37 Well as provided herein. As between the Parties there is and o

~ shall be no cross-assignment or other transfer to title to any interests of the Parties in the Plopemes ' B
as a result of this Agreement. This Agreement is merely a contractual arrangement among the Parties = *
- to drill, equip, test, operate ‘and produce the Cooperative Well. BP and Chevron shall, at their sole *

cost and risk, have access to the Cooperative Well location at all reasonable times to inspect or
“observe operations and to information pertaining to the development and operation of the
~ Cooperative Well, BP and Chevron shall also have the right to audit Operator’s books and records
~ relating thereto in accordance with the applicable provisions of Exhibit "C" - Accounting Procedure,
~attached to the NMFU Operating Agreement. Operator, upon request, shall furnish BP and Chevron

- copies of all forms or reports filed with governmental agencies, well logs, tank tables, daily gauge

~ and run tickets and reports of stock on hand at the first of each month, and shall make available to "

BP and Chevron samples of any cores or cuttmgs taken from the Cooperative Well. The costof "~ "7 .
- ~'gathering and ﬁumshmg 1nfo1mat10n to BP and Chevmn other than that spemﬂed above shall be
R chal ged to BP and Chevmn E : S ‘

S C. - Opelatm shall estabhsh and maintain a J oint Account for the perforinance -
) heleof and shall advance all costs incurred in connection with operating the Cooper ative Well and

= \' shall chargeé the Joint Account for all such costs on the basis provided in Exhibit "C" - Accountmg ,
_:Pmced\ne NMFU Operating Agreement,. All charges and credits to the Joint Account for the .
o Coopelatlve Well shall be borne, and production there from will be shared, including but not limited -

. to charges, credits and ploductlon associated with recompletions of the Cooperative Well to 11011zons
-+ shallower than the Grayburg f01mat10n by the below named Parties in the pexcentage shown -
0pp0$1te then name as follows ' :

Apache ........ ' ........... SO e SRS 67.8400%

12 e oo, e 16.0800%
- Chevron ‘ e ' RPN 16.0800%

© All other operations conducted 01 wells dulled on the lands described abovenot related to the | e

= ‘Coopelatlve Well, will not be affected by this Ag1eement

Ifany pr ovision of Exhibit ”C" Accountmg Procedure i 1s inconsistent with any pr ovisionin -
: tlns Agleement the provisions of this Agleement shall prevail. ’

2. TERM OF AGREEMENT

Tlns Ag1een1ent shall remain in full force and effect SO long as such Coope1at1ve Well -
“continues to produce oil or gas or both, and for an additional period of ninety (90) days from -
cessation of all production; pr ovided, howevel if, prior to the expnatmn of such additional period,

_the Parties are engaged in drilling or reworking’ operations to restore production from the |

Cooperative Well hereunder, this Aglcement shall continue in force until such operations have been. ‘
'completed with no cessation of more than sixty (60) consecutive days and 1f production results- :
‘there from, this’ Agreement shall continue in force as pmwded herein. Upon cessation of the
: p10duct10n of o1l or gas or both, Operator shall plug and abandon the Cooperative Well in

e accmdance with all rules and 1egulat10ns 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 nntlally paid for SElld equipment. The teumnatlon of this

\

Page2 - ‘



| _Ag1eement shall not 1eheve any of the pames from any hablhty which has accmed hereunder p11o1 to e '

the date of such termination.
- Notwithstanding anything to-the contrary contained elsewhere in this Agreement, if the actual

drilling operations for the Cooperative Well are not comunenced on or before June 30, 2004, then this
Agreement shall immediately terminate and shall have no further force and effect.

3. .NON-PARTNERSHIP ELECTION

AL Under 0 circumstances shall this Agleement be constlued as c1eat1ng a

‘ paltnelshlp mining paltnelshlp or an association for profit between or among the Parties hereto. The L
- liability of the Parties shall be several and not joint or collective. Each Party shall be liable only for

- the costs incurred and the nsks assumed by edch 1espect1ve Party in connechon thh the pe1f011nance
e ofthls Ag1eement ' :

B. Notmthstandlng any provisions he1e1n that the right and liabilities of the ;

Paltles hereunder are several and not joint or collectwe or that this Agleement and the operations. |

. hereunder shall not constitute a par tnexshxp, /if for Federal income tax purposes this Agreement and

» ~the ope1at10ns he1 eundet are regarded as a pattnelslnp, then each of the parties hereto hereby elects to. - i
~ be excluded from the application of all the provisions of Subchapter K, Chapter 1, Subtitle A, ofthe

“ Internal Revenue Code of 1986, as permitted and authorized by Section 761 of sa1d Code and the

- regulation pr omulgwted thereunder. Operator is authorized and directed to execute on behalf of each

. of the Parties hereto such evidence of this election as may be required by-the Secretary of the. -

" Treasury of the United State or the Federal Internal Revenue Service, including specifically, butnot -

- by.way of limitation, all of the returns, statements, and the date required by Federal Regulatlons o

1761 -2. Should there be any 1equnement that each party hereto further evidence this election, each :

. Party hereto agrees to execute such documents and furnish such other evidence as may be required

- by the Federal Internal Revenue Service or as may be necessary to evidence this election. Each Party R

R hereto further agrees not to give any notices or take any other action inconsistent with elect10n made - . L

hereby. If any present or future income tax laws of the state or states iri which the proper ty covered -

by this Agreement is located, or any futur e income tax law of the United States, contain, or shall S

" hereafter contain, provisions similar to those contained in Subchapter K, Chapter 1, Subtitle A, of the B

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

o Subchaptel K is permitted; each of the pames hereby makes such election or agrees to make such

. ‘election as may| be permitted by such laws. In making this’ élection, each of the Parties hereto he1eby'

. *states that the i income denved by it from the operations under this Ag1eement can be adequately]»‘_

S deteunmed without the computatlon of the paltnetshlp taxable income.

o4 )TRANSFER OF INTEREST'

o CIf any mstmment puxpomng to effectuate the Sale asmgnment or t1ansfe1 of any interestof a
- Party in or to the Hawk B-1 Lease, and/or the Southland Royalty “A” Lease does not expressly =

- provide that such sale, assignment or transfer is made and accepted subject to this. Agleement the...v.

pmpmted sale, asmgnment or tlansfel of any such interest shall be void.

s, CLAIMS AND LAVVSUITS

o A If any Palty is sued on an alleged cause of action arising out of operations .
cover ed by this Agleement it shall glve plompt written notlce ‘of the suit to the other party.

B. Ope1ato1 may settle any smgle damage claim or su1t ausmg ﬁom 0pe1at1ons L

e hereunder for ‘any settlement amount not exceeding Thirty-Five Thousand Dollars ($35 OOO) -
o pr ovided such payment 1s'in complete settlement of such clann or suit. '

C.  Ifthe amount 1equned for settlement eXeeeds the amount hereinabove set out
A Opelato1 shall give notice to BP and Chevron of its intent to settle for such higher amount, and if BP -

~and Chevron agree to such 1nghe1 amount, Operator may settle such clann or suit for such higher
K amount. :
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. D. - If n Ope1at01 S opnnon such clann or smt is iiot amenable to or susceptible
o of settlement; Ope1at01 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 o

~see fitto do so. The fees and expenses of settlement and handling such claim or suit shall be charged
- o the Joint Account, p1ov1ded no chalge shall be made f01 se1v1ces performed by the staff attolneys
- for either Party.

6 TAKINGIPR'OI)UCTI{ON INKIND -

- Each Palty shall take 1n klnd or sepalately dlspose of its propor tionate shale of all oil and gas
- produced from the Cooperative Well, exclusive of production which may be used in development

“and producing operations and in. preparing and treating oil and gas for marketing purposes and - [REERI
“production unavoidably lost. Any extra expenditure 1ncuned in the taking in kind or separate = . "

disposition by any Party of its proportionate share of the ploductlon shall be borne by such Party.

Any Party taking its share of production in kind shall be required to pay only for its ptopomonate o

~ 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 -

) “"".:.'OftOtal gas sales to be allocated to it, the balancmg or accounting between the respective accounts of

C Ope1 ating Ag1 eement.

. *pmchase such oil or sell it to others at any time and from time to time, for the account of the '

- sale by Operator shall be subject always to the right of the owner of the production to exercise atany * -

. paltlculal cncumstances but in no event for a period in excess of one'(1) yea1

7. PRODUCTION ALLOCATION AND BURDENS ADMINISTRATION

L on a day-to-day basis for any reason are not exactly equal to a Party's respective proportionate share .
" the. Parties shall be in accmdance \v1th the Gas Balancmg Agleement attached to the NMFU
In the event any Palty shall fa1l to make the anangements necessa1y to take in klnd or o

. separately dispose ofits pr 0p01t1onate share of the oil produced from the Cooperative Well, Operator A RS
-+ shall have the right, subject to the revocation at will by the Patty owning it, but not the obligation, to *

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

‘,btnne its right to take in kind, ot separ ately dispose of, its share of all oil not previously deliveredtoa - o
’ - purchaser.. Any purchase or sale by Oper ator 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 industry under the L

» All 1oyaltles ove111d1ng 1oyalty 1nte1ests plOClUCthll p'lyments or snnll’u lease bu1dens
- _encnmbe1 ing the Plope1t1es which are created and existing as of the effective date hereofare deﬁned o

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

,‘.‘-v::k-“as tollO\VS

. "Each Party shall account fo1 and adnnnlstel 1ts shale of the Exwtlng Buldens attributable to the
S Hawk B-1 Lease and/m the Southland Romlty “A” Lease based on such Party’s operating rights in -
. said lease(s) 1nsofa1 and only 1nsofa1 as to the formation(s) being produced from the Cooperative
e Well. Further, each Party shall 1ndemmfv and hold hannless each othe1 Patttes for the naynlent ofi 1ts -
o shale of such Ex1st1ng BUIClCllS

e Acceptance of the payment of such Ex'isting Burdens by the owners thereof shall never be construed

o i_the Southland Royalty CA” Lease :

s \MEASUREMENT |

Subject to the pm\nslons of Palaglaph 6,all 011 pmduced ﬁom the Coopelatwe Well will be
o measuled in accordance with the standard metering practice accepted by the State of New Mexico
- and Bureau of Land Management.  The method used shall be checked for accuracy at least once
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o evely month All gas sepa1ated ﬁom such

oil shall be metered or determined from well test before =
j\__dehve1y to the gas pu1chase1 o '

‘9. TITLE c

_ This: Ag1ee1nent is not 1ntended asa conveyance of any 1nte1est whatsoeve1 in real p1ope1ty_ e L
“.owned or controlled by the Parties, but is merely a contractual arrangement between the Pa1t1es to .ot
L ope1 ate the Coope1 atlve Well and shale the ploductlon and costs thereof,:

. 10,' NOTICES

: il, Return Receipt Reqnested, or telegram, postage
o ‘or charges p1 epald and add1 essed to the paltles to whom the notlce Is given at the addlesses listed -

S Labove - . R
s B Each Paxty shall have the 11ght to change 1ts adchess at any time and from R
: "5"__:’t1111e to time by glvmg wutten notlce the1 eof to the othe1 Par tles ”

1. PRE COl\’Il\lENCEMENT APPROVALS

» Noththstandlng anythlng to the contrary cont
' shall not commence actual drilling operations for th

a1ned elsewhe1e in thls Agreement, Opelatoi
‘ }‘been apploved by the Authonzed Ofﬁce1 of the Bm

e Coope1at1ve Well until this Agleement has. [EETE
eau of Land Management '

‘This Agleement is ﬁeely a351gnab1e and shall extend to and be bmdmg on'tl

1€ successorsand . T
'ﬁ_“a551gns ofthe Paltles hCICtO AR o '

This Agleement may be executed n any number of counterparts, each of which shall be ..
c01lslde1ed as an ongmal f01 all pu1poses ' T o ‘ ‘ ‘

S IN VVITNESS VVHEREOF the

parties have caused the execution of this instrument to be "
SO ‘ieffecllve on the date f'nst above wntten S B IR BESER

S _APACHE CORPORATION
P11nted Narne: |

: ¢ '5‘1' Qy - Printed Name:
- -’:’{'Tlﬂe Centr gion Vice. reSld Title: .
v txp|oronon & uevelopmen \(\/ T

~ BPAMERICA PRODUCTION COMPANY -~

L JVC‘H_:EVRON US.A. IN.C.v" | ._«»BFUREAU OF LAND MANAGEMENT =~ =

- Printed Name:
. Title:

4 ’””45 |
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" STATE OF OKLAHOMA’ s

“_‘__,k.",:"fCOUNTY OF TULSA BT

. This mstmment was acknowledged befo1eme this /é dayof‘bg!,_n_./_/z&JOOB by Rob L
Johnston Vice President, Explo1at10n Centlal Region, of Apache Corporation, a Delawale-“-
,j»“vcmpmatlon on behalf of said corporation. : : :

B\ SHEILA REXROAD

STATE OF TEXAS e s
' .COUNTY OF HARRIS .- - § "~

%s, .. Notary Public Ok\ahoma i ‘

‘QFFICIAL: SEAL

TULSA GOUNT

. This instrument was acknowledged before me this _-

e}

xp, 07 gaagM o

* Notary Public, State of Oklahoma

~day of

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

| STATE OF TEXAS " i ERATCRNSE
| ‘COUNTY OF MIDLAND §

o Th1s 1_nst1ume_nt was Eaclmbv’vl'edge’d beforc{ me this

2

;’ bY {'.\',
‘of BP America Production”

~ Notary Public, State of Texas

3 day of

N ;,COUNTY OF

: Pémxsylﬁania corporation, on behalf of said corporation.

STA’T’E'OF NEW MEXICO §

ThlS mstmment was acknowledged befoxe me this l(p day of 0\;~ -

- --"lb“by LA ¢ M'Lm A
e _’: behalf of the Bt\l eau of Land

200 ,by .
of Chevron U.S.A. Inc‘;, a

. Notary Public, State of Texas

200] RO
Authouzed Ofﬁc of the Bureau of dManagementon«'\ e
anagement R : o

. "v",INOt_@T’State of New Mexico -~~~
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tered or determined from well test befo\’r_e, ST

R ;',_'evexy month All gas separated f10m such oil shall be me

K dehve1y to the gas pmchasel
9. TITLE

of any interest whatsoevm n 1ea1 property .-
nt between the Pames to o

ot mtended as a conveyance
Parties, but is merely a contractual arrangeme
1oduct10n and costs thexeof

Thls Agleement isn

o vfowned or controlled by the
o opel ate the Coopelatlve Well 'md shale the P

0. NOTICES

A,r E All notu:es authouzed of xequued by tlns Agxeement unless othexwxse
1ded shall be deenied to have been given when it is received by the Party to whom .
g by Cemﬂed Mail, Return Receipt Requested or teleg1an1 postageff_

5 'spemﬁcally provi
ed to the pames to whom the notice 1 1 glven at the addresses. hsted G

s ":addlessed if it is given in writin
~or charges pr epa1d and addICSS

s above - v
R - Each Palty shaH bave the nght to change xts addless at any time and fmm

T : B.~
'txme to ume by gwmg written notwe the1 eof to the other Par tles

PRE COMMENCENIENT APPROV »\LS

oo
Notw1thstandmg anytlnng to the contl a1y contamed elsewhe1e in thlS Agleement Opelatcn .
for tlie Cooperative Well until this Agleement has IR

e shall not commence actual drilling ope1at10ns
an of Land Management

been approved by the Authonzed Ofﬁce1 of the Bure

Tlus Ag1 eement is ﬁeely as&gnable and shau extend to and be bmdmg on the successoxs and L L

L aSSLgus of the Paltles hexeto o

1be1 of eountelpalts each of which shan be .

wl Th1s Agleement may be executed m any nun
: eonmdewd as an ougmal f01 all puxposes
1IN WITNESS WHEREOF the pa1tles have eaused the execution of this instrument 1o be. N
wntten . , , : » - IR -

. " _effectwe on the date fn st above |
s ,'-APACHE CORPORATION ~ BPAMERICA PRODUCTION COMPANY e

By

letedName {m S ddansten .. Printed Name
2 niidtRegion Vice Presideft, - -~ Title: ;

eve opmen% ‘
CHEvRON U SA. INC ',_B'_U'REAU O LAND MANAGEMENT i S
OBy - o By: #M_M Py
lm‘PUnted Name ._—-~——-—-—-—~——"“'—"—— o ' Plllﬂ@dNan’le M’ ‘. v o
| — SESEEEESS- PR T1tle _,.,_.___—~—————--—’—*‘~“‘”"—'ﬁ
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o -;.,-fS'TATE OF OKLAHOMA  § -

COUNTYOFTULSA .

3 This instrument was acknowledgedbefmeme this J{p dayof Dicembicr— , 2003 byRob
Johnston, Vlcq,vl?! ém,.,Explmatlon ‘Central Region, of Apache Cmpmatmn a Delawa1e

.. ;.v»‘,001p01at1011 61%\58 .Qf Qpﬂ:x:mpmatmn

: Notary Public, Ste(te ofOklahoma

/\
\_
Y

o 'munﬂ .

..
o
X
> .
0%
=
v (,

’aau e

"_’STATEOFTE‘(AS - § :
ol

-}-,,COUNTY OFHARRIS ~ §

ST

This 1nst1ument was: qcknowledged before me th1s %‘::'day of J’ﬁNV/H” Q , "2’0‘0 j_", .‘by‘ SRS
RoiperT €. HAgens /«}H-o(,ucq —ya =Pes o of BP America Pro’duction T

o ) “ ‘ Company, a Delawale élo;ggmugu,pn behalf of said c01p01at10n B

WOTARY FUELE STAT"“ e Ar
Notny Public, State of Te&as)Q

o et

| STATE OF TEXAS s
COUNTY OF MIDLAND s

Thls mstmment was acknowledged befme me thls L day of L 200 V,I by l;
- ' ofChevanSA Inc a‘f’," R

b

P’enn/sylvania cOrp_oration, on_behalfof said corporation.

Notary Public, State of Texas

- STATE OF NEW MEXICO § -

' ""':‘,"_C:QUNTY OFLEA = § =
) ::, Thls mst1ument Was acknowledged befme me this~ dety of , 200, -

‘__by v ., Authorized Ofﬁce1 of the Buteau OMement on. .

o behalf of the Bu1eau of Land Management

Notary Public, State of New Mexico
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STATE OF OKLAHOMA § L

COUNTY OF TULSA s

JOhnston VICC Plesmlent Exp

) C01polat10n qn'b'%f ;’saxd C
‘\ ..l.. .c’?

y Notary Public, State of Oklahoma

STATE OF TEXAS

COUNTY OF HARRIS I s
' Thls 1nst1ument Was acknowledged befme me this . day of _ 200 ‘ by DR

, . o _of BP America P10ductx0n i
r." L .
. Compauy, a Delawale cmpoxanon on behalf Ot sald cor pOlathll

L o F_Notary.Puinc, State _Of‘Texas o
_.STATE OF TEXAS oy

: COUNTY OF MIDLAND §

ThlS instr ument was acknowledged bef01e me this 5+1/L ds
{er . Eri s e

G Pennsylvama cor p01 ation, on behalf of sa1

ay of
Horvey -ju - f"ao?"
d CO1pO1at1on '

PR DAVIDW Tomeaan :
. NOTARY PUBLICSTAYEOF TEXAS § -
. % “’_ COMMISSION EXPIRES: - § .
: 0‘

S NotaryPuinc,State of Texas -
_ FEBRUARY 28, 2006 o ST ,

\}MMM% 2001 by T
OfCheVlOnUSA Inc ,a -

o STATE OF NEW MEXICO §

COUNTY OF LEA 5

: . T]ns 1nst1ument was acknowledged before me this - day of - , 200 -
by -

o ~ uthouzed Officer of the Bureau of Land Mamgement on‘
L behalf Of the Bmeau Of Land Management L S

_—

Notary Public, State of New Mexico -




