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- Engineering Bureau - HN)7-2/5-37E

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 REQU!RE 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-Salt Water Disposal] [IPl-Injection Pressure Increase]
[EOR-Qualified Enhanced Oil Recovery Certification] [PPR-Positive Production Response]

(1] TYPE OF APPLICATPION - Check Those Which Apply for [A] R E
[A] Logation - Spacing Unit - Simultaneous Dedication € Ei

NSL [] Nsp [] sD

Check One Only for [B] or [C] FeB 5
[B] Commingling - Storage - Measurement [/4

OO buc [J cB [Jprc ] pc [ oLs [ OLMQ,,;_?%Se%%
}{ P*' UD‘v

[C] Injection - Disposal - Pressure Increase - Enhanced Oil Recovery \"’3’75& By, N;:f o,
1 wrx [] pmx [ swp [] 1 [J EOR [] PPR 8757

D] Other: Specify

[2] NOTIFICATION REQUIRED TO: - Check Those Which Apply, or (T Poes Not Apply
[A] L] Working, Royalty or Overriding Royalty Interest O

[B] [l 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] [C] For all of the above, Proof of Notification or Publication is Attached, and/or,
[F] ] Waivers are Attached

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

[4] CERTIFICATION: 1 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 informatioh and notifications are submitted to the Division.

e completed by/an individual with managerial and/or supervisory capacity.
James Bruce Attorney for Applicant é O 1/(

Print or Type Name Signature Title Date

Note: Statement m

jamesbruc@aol.com
e-mail Address
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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

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 oil well location for the
following well:

Well: Lockhart A-17 Well No. 9
Location: 110 feet FNL & 80 feet FEL
Well Unit: NEYNEY of Section 17, 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 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 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 operating rights owners in the lease on which
the well is located, and in the offsetting leases, are as follows:



U.S. Lease NM 90161 (SE% §8 & SWY% §9)
Apache Corporation

Chevron Texaco Inc.

BP America Production Company

U.S. Lease LC 032096-A (NEWNEY §17)
Apache Corporation
Chevron Texaco Inc.

State Leage B-1557-1 (NWY 16
Apache Corporation

To allocate well costs and production equitably between the three
leases, the operating rights owners have entered into a Cooperative
Well Agreement, submitted as Exhibit C. Production and costs are
being allocated to the three leases based on hydrocarbon pore
volume and an estimated 28 acre drainage area for the proposed
well. The Bureau of Land Management has approved the agreement.

In addition, for purposes of allocation of production, the
Commissioner of Public Lands has approved a communitization
agreement covering the SEYSEY of Section 8, SWYSWY% of Section 9,
NWYNWY% of Section 16, and the NEYUNEY of Section 17. See Exhibit D.
This is done for purposes of allocation of production, and is not
meant to change the 40 acre proration unit dedicated to the well.

As a result of the foregoing, 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 — 110’ FNL & 80’ FEL

Section 17, 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 Lockhart A-17

#9 well (Exhibit 1).
formation.

2. The location is in the Penrose Skelly; Grayburg Oil Pool and encroaches

The proposed total depth is 4150’ in the San Andres

toward the following wells (Exhibit 2).

3. The proposed unorthodox Lockhart A-17 #9 Grlayburg location of 110’ from
north line and 80’ from east line is in a 40 unit that does not have a currently

productive Grayburg well.
considerations of the drainage of offset wells:

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.

Its location

OPER WELL LOC | RESERVOIR CUM DAILY
O/G/W O/IG/W
Apache | Hawk B-1 #18 08-P Grayburg 9/71/64 | 14/188/144
Apache | Hawk B-1 #9 09-M Grayburg 13/45/38 22/94/58
Apache | State CTr12#8 | 16-D Grayburg 20/154/44 24/205/34
Apache | Lockhart A-17 #4 | 17-A Grayburg 66/351/10 0/0/0
Oil in MBO BOPD
Gas in MMCFG MCFGPD
Water in MBW BWPD

is additionally based upon

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).
product of grids interpreted from those values. The values were obtained

as follows:

1.

The map is the arithmetic

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 Hawk B-1 #18 08-P 33 54 220
Apache Hawk B-1 #9 09-M 40 65 435
Apache State C Tr 12 #8 16-D 23 83 915
Apache Lockhart A-17 #4 17-A 16 66 351

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
Lockhart A-17 #9 17-A | 2.87 28 63 756

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
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 be a sharing agreement
set forth in a letter agreement.
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State Lease — 4 Copies
Fee Lease — 3 Copies

DISTRICT IV g .
P.0. BOX 2088, BANTA FX, NM. 27604~2088 " WELL LOCATION AND ACREAGE DEDICATION  PLAT [J AMENDED REPORT
APT Number Pool Code Pool Name
Property Code ’ Property Name Well Number
» - LOCKHART A-17 9
OGRID No. : Operator Name ELEVATION
APACHE CORPORATION 3497’
‘ Surface Location
TL or lot No.™ | ‘Section | Township Range | Lot Idn Feet from the Kmh/Supih Hne Faet from ths Sl-t\/"e:t ne | County
A 17 21-S} 37—-E 110 NORTH 80’ EAST LEA
Hottom Hole Location If Different From Surface
UL or lot. Ne. Sc.eﬁon Tawnship Range Lot Idn~ Peet from the | North/Soutk line Feet from the East/West line County
Dedicnt;d Acres | Joint or Inﬂ.ll Consolida.ﬁnn. Cade 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 J"I'IIE DIVISION

~L

BOT —-’-?

110

.| GEODETIC COORDINATES
NAD 27 )

NME
Y = 542366.2 N
X = 856759.8 £

LAT. 32°29°08.72°N
LONG. 103°10°34.93™W

-

- OPERATOR CERTIFICATION

T hereby certify the the information
conlgined hervin is .frue and complets to the
best of my knouwledge and beliaf.

Signature

Printed Name

Title

Date

SURVEYOR CERTIFICATION

I hereby certify that tha well location showm
on this plat was plotied from fleld notex of
actuul swrveyr made by wms or under my
supervizon and thal the some {5 trus ond
corract to the bdest of my belisf.

August 06, 2003
Date Surve\t&\q\\“\““\
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DISTRICT 1
£.0. Bax 1980, Hobbe,

DISTRICT I

lﬂ 882411980 -

P.O. Drawer DD, Artesia, Nl uau-om

DISTRICT II

lmmmu.‘:_tec.mﬂllﬂ .

" _DISTRICT IV _

P.0. BGX 2088, BANTA FE, N.AL 87604—2088

s't;ate_vof New Mexico -

Eneryy, Mﬂlmll—ne-w

OIL CONSERVATION

P.0. Box 2088

Santa Fe, New Mexico 87504-2088

WELL LOCATION AND ACREAGE DEDVICATIO‘N PLAT

DIVISION

Form C-102

Revised February 10, 1004

bmit to Appropriate Distriet Office
State Lease — 4 Caplea

Fee Lease — 3 Copies

O AMENDED REPORT

Dedicated Ac_rea

Joint or Infill

Consolidation Code

API Number Poal Code . Pool Name
Property Code_ ‘v . Property Name Weil Number
: LOCKHART A-17 9
OGRID No. vOperahor Name BLEVATION
APACHE CORPORATION - 3497
. -Surface Location )
UL or lot Na. Section | Township Range - | Lot Idn Feet from u.w North/South line Feet trom the East/West line County
A 17 21-S} 37~-E}. 110' NORTH 80’ EAST LEA
; Bottom Hole Location If Different From Surface o
UL ar lot No. Section Township Mq Lat ldn Feet from the North/South line | Feet from t.h-: East/West line County
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

CAMBELL & HENDRICK WEATHERLY 1

HENDRIX CORP. W.W. WEATHERLY #5

CCINGCEI LUCKHART A-17 #4

APACHE STATE C TRACT 12 #7

OPERATOR CERTIFICATION

J harebdy certify the tha information
coniained Rerein (s frus and complete to the
best of my knowledge and beitef. |

Signature

Printed Name

Title

Date

SURVEYOR CERTIFICATION

lhnbvenmmm“ﬂhcdimm
on this plat was platted from feld notes of
actual swueys wads by ma ar wsader my
supervizon, ond that the ame {3 true and
correct to the bexi of my delic).

August 06, 2003

Date Surveyed

Signatore & Seal of
Professional Surveyar

03.11.0857

Certificata No. BONALD J. EIDSON 3230
GARY EIDSON 126841
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United States Department of the Interior
BUREAU OF LAND MANAGEMENT
Roswell Field Office _ . TAKE PRIDE".
12909 West Second Street . INAMERICA
Roswell, New Mexico 88201-2019

In reply refer to:

NMNMI111014
3105.1 (06300).

| | e 16 200k R
~ Re: Cooperative Well Agreement o o - RECEIVED -

‘Lockhart A-17 #9 Well , o , ' _ r
" Sec.17 —21S-37E NMPM A R | | 'ANZ D 2004_,

Lea County, New Mex1co : LAN% .
Apache Corporation ’
Attn: Cindy McGee

Two Warren Place — Suite 1500

"~ 6120 South Yale .

- Tulsa, OK 74136-4224

B Dear Ms McGee

| Enclosed is an approved copy of the Cooperative Well Agreement for the Lockhart A-17 #9 well _
located 110° FNL & 80° FEL, Sec.17, T. 21 S., R. 37 E., Lea County, NM. The Cooperatlve '

. Well Agreement has been ass1gned contract No NMNMI 11014.

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

Lease NMNM 90161 O 23.73%

State Lease ‘ , : 33.10%

Lease NMLC-032096-A _ o 43.17%
Please furnish all interested 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. :

Smcerely Yours :
:LarryD Bray L

~ Assistant Field Manager,.
~ Lands and Minerals =~

Enclosure . :
~ 1 = Cooperative Well Agreement

EXHIBIT

C




SInLe

-~ PODertiegn). _

ates of A‘mer‘ica NMm 90161
ilh awk

' Page 1- -



NOW THEREFORE, the Parties hereby agree as follows:

1. . DESIGNATION AND RESPONSIBILITIES OF OPERATOR

A Apache 1S de51g11ated as opelatm (“Opelatm”) of the LOLI(halt A 17 # 9"-}';‘. e

Well f01 the pmposes of tlns Agleement

B. Ope1 ator shall d1111 complete and opetate the Coopelatlve Well for oil and/or |

base of the Graybulg Formatlon as follows

 Lockhart A-17 #9 Well:

- SURFACE LOCATION" - 110' FNL&BO‘ FEL, Sec 17, T21S- R37E
. -Lea County, New Mexico, . . - i
Planned Total Depth e o 4 150 feet but in no event below the base of :

(100) feet fOI opetattonal pulposes only

Except as othet wise p10v1ded in tlns Agteement the Parties agree that all ope1at1ons and the o

- amended to date (hereinafter referred to as the "NMFU Operating Agreement"). Solely f01 purposes

- and Chevron shall, at their sole cost and risk, have access to the Cooperative Well location at all

gas ploductlon from horizons encountered from the sur face of the ear th down to and mcludmg thei_ e

The Grayburg Fonnatlon plus one hunched RS

S f11ghts 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 "~ "

. of drilling and operating the Lockhart A-17 # '9 Well, Exhibit A-1 to the NMFU Operating -~
o Ag1eement is amended to cover the Lockhart A-17 # 9 Well as provided herein. As between the .=
" Parties there is and shall be no cross-assignment or other transfer to title to any interests of the . o
' :'Pa1t1es in the Properties‘as a 1esult of this Agleement This Agleement is merely a contractual . P
i arrangement among the Parties to drill, equip, test, operate and produce the Cooperative Well. BP . - -

-_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

fiirnish 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 cuttings taken from the Cooperative

- “Well. The cost of gathering and furnishing 1nf01mat10n to BP and Chevron, othe1 than that specified
o above shall be charged to BP and Chevron. :

C. Operath shall establish and maintain a Joint Account for the performance

hereof, and shall advance all costs incurred in connection with operating the Cooperative Well and

- " shall charge the Joint Account for all such costs on the basis provided in Exhibit "C" - Accounting
. Procedure, NMFU Operating Agreement. -All charges and credits to the Joint Account for the -

' Coepel ative Well shall be borne, and production therefrom will be shared, including but not limited

- tocharges, credits and production associated with recompletions of the Cooperative Well to horizons -
.. shallower than the Grayburg fo1mat10n by the below named Parties in the pelcentage Shown
,opposne their name as follows '

U BP e SO e 5.9325%
- Chevron

S 0TSSR SOOI s 16.7250%

. All other opexatlons conducted or wells drilled on the lands described above notrelated to the
Coope1 ative Well, will not be affected by tlns Agteement

Page 2
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‘ ' If any provision of Exhibit "C" - Accounting Procedure is inconsistent with any provision in
- this Agreement, the provisions of this Agreement shall prevail.

2. TERM OF AGREEMENT

~This Agreement shall remain 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 production; pr ovided, however, if, prior to the expiration of such additional period,. -
~ the Parties are engaged in drilling or reworking operations to restore production from the
“Cooperative Well hereunder, this Agleement shall continue in force until such operations have been

e completed, with no cessation of more than sixty (60) consecutive days, ‘and if production results

~ »-there from, this Agleement shall continue in force as provided herein. Upon cessation of the .

o - production of oil or gas or both Opelato1 shall plug and abandon the Cooperative  Well: in i

- accmdance with.all 1ules and Legulatxons of all governmental agencies having )uusdlctlon 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 untlally paid for said equipment. The termination of this .

Agleement shall not relieve any of the paltles ﬁom any 11ab111ty which has accmed he1eunde1 prit ior to ;"{:, n

; ',::the date ofsuch telmmatlon e e

-iifNotwithstanding anytlling td the c"011t1"a1y' contained elsewhere in this Agreement, if the actual =

dulhng operations for the Cooperative Well are not comumenced on or before June 30, 2004, then this O |

Ag1eement shall 1mmed1ately temnnate and shall have no further force and effect

3. INON—PARTNERSHIP ELECTION |

A Under no cucumstances shall this Ag1eement be constmed as cxeatmg a o
L pa1 tnelshlp, mining par tnexshlp or an assomatlon for profit between or among the Parties hereto. The.

'hablhty 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 each 1espect1ve Pa1 ty in c01mect10n w1th the per fomlance L

" 3 ofthls Agleement

B.. Notw1thstandmg any provisions he1e1n that the right and liabilities of the .

ﬁ Pa1t1es he1eunde1 are several and not joint or collective or that this Agreement and the operations
“hereunder shall not constitute a partnership, if for Federal income tax purposes this Agreement and
the operations hereunder are regarded as a pa1tne1slnp 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 sald Code and the - |

: _ 1egulat10n promulgated thercunder. ‘Operator is authorized 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

" Treasuryof the United State or the Federal Internal Reventie Service, including specifically, but not

- by way of limitation, all of the returis, 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 - -

- bythe Federal Internal Revenue Service or as may be'nécessary to evidence this election. Each Party
_hereto further agrees not to give any notices or take any other action inconsistent with election made

S ~hereby. If any present or future income tax laws of the state or states in which the property covered

B "by this Agreement 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 permitted, each of the parties hereby makes such election or agrees to make such
- election as may be permitted by such laws. In making this election, each of the Parties hereto hereby
states that the income derived by it from the operations under this Agreement can be adequately
f detemnned without the computatlon of the paltnel Shlp taxable income.

4 TRANSFER OF INTEREST

If any instrument pu1 pomng to effectuate the sale assignment, or transfer of any interest of a
' 'Palty in or to the Hawk B-1 Lease, Lockhart A-17 and/or the State C Tract 12 Lease does not’

Page 3



. exptessly provide that such sale, a551gn1nent or transfer is made and accepted subject to this
- ‘Agteement the purported sale ass1gnment or t1ansfe1 of any such interest shall be void.

5. . .CLAIMS AND LAVV SUITS

A If any Party is sued on an alleged cause of action ausmg out of opelatlons v

o B "'covel ed by tlllS Agteement it shall gtve plompt written notice of the suit to the other patty

‘B. - Opetatm may settle any single damage cla1m or suit a11s1ng from ope1at1ons

'j-'y heteundet for any settlement amount not exceeding Thirty- Five Thousand Dollars ($35 OOO) =
o p10v1ded such payment is in complete settlement of such claim or su1t

C I the amount 1equned for settlement exceeds the amount he1emabove set out ,
o Opelato1 shall give notice to BP and Chevron of its intent to settle for such higher amount, and if BP .
~ and Chevron agree 1o such lughe1 amount Opetatm may settle such cla1m or suit for such higher

B : amount

-D. If in Opetat01 s opmton such cla1m or - suit is not amenable to or suscepttble’

', c of settlement Ope1at01 may upon delegatlon of such authority by the Parties hereto supervise the

o _.’admm1st1atlon of'said claim or suit employmg Operator’s staff attorneys or other attorneys as it may -
‘ _:--_.'see fit to do so. The fees and expenses of settlement and handhng such claim or suit shall be charged

| -+ to the Joint Account p10v1ded no chal ge shall be made for services pe1f01med by the staff attomeys
f01 e1the1 Pa1ty ‘ ,

v6 TAKING PRODUCTION IN KIND

o Each Pa1 ty shall take n l(md or sepa1 ately dlspose of 1ts ptopomonate shale of all oil and gas
o ptoduced from the Coope1at1ve Well, exclusive of p10duct10n which may be used in development.
" 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 p10po1t10nate share of the production shall be borne by such Party. o

Any Party taking its share of production in kind shall be required to pay only for its ptopo1 tionate - ”

- share of such part of Opetato1 'S su1face fac1ht1es which it uses. In the event one or more Parties' .

'.:'_sepa1ate disposition of its share of the gas causes spht stream deliveries to sepa1ate ptpelmes wlnch

“on a day-to-day basis for any reason are not exactly equal to a Party's respective p1op01t10nate shate L

- oftotal gas sales to be allocated to it, the balancmg or accounting between the respective accounts of - C
' u_fthe Partiés shall be m acco1dance w1th the Gas Balancmg Ag1eement attached to the NMFU S

Opetatmg Ag1eement

“In the event any Pa1ty shall fall to make the anangements necessaty 1o take in l(md or

\‘ i'sepa1 ately dispose of its proportionate share of the oil produced from the Cooperative Well Operator .. D

+ . shall have the right, subject to the revocation 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 Ope1ato1 shall be subject always to the right of the owner of the production to exercise atany - - |

time its right to take in kind, or separately dispose of, its share of all oil not previously deliveredtoa

. pun chaser.. Any purchase or sale by Operator of any othe1 Party's share of oil shall be-only f01 such - R

. réasonable periods of time as are_consistent with the minimum needs of the mdust1y unde1 the ; EERT R

- pa1t1cula1 cncumstances but ] no event f01 a per 1od m excess of one (1) yea1

7. PRODUCTION ALLOCATION AND BURDENS ADMINISTRATION

L All 1oyalt1es ovemdmg 1oyalty mtetests ptoductton payments or smnlat lease bu1dens» B

encumbet ing the Ptopeltles 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
- hydrocarbons ptoduced ﬁom or allocated to the Coopetatlve Well shall be allocated to the Ptope1 ties
as follows ‘

Hawk B- l LeaSE oot 23.73%
- State C Ttact 12 LeaSE o e 33.10%

‘Paged -



~ Hawk B-1 Lease, Lockhart A-17 Lease and/or the State C Tract 12 Lease based on such Party’s
operating rights in said lease(s) insofar and only insofar as to the formation(s) being produced from ‘

- the Cooperative Well. Further, each Party shall indemnify and hold harmless each other Parties for
the _payment of its share of such Existing Burdens. a

- Acceptance of the payment of such Existing Buldens by the, owners thereof shall never be constnled ‘
) as approval or ratification of a poohng, ulutlzatlon or commumuzauon of the Hawk B-1 Lease
o Lockhalt A- 17 Lease and the State C Tract 12 Lease

g MEASUREMENT i

il ‘ Subject to the pr ovisions of Pa1ag1aph 6, all oil pr oduced ﬁom the Cooperative Well will be o
o i‘measuled in accordance with the standard metering practice accepted by the State of New Mexico -
“and the Bureau of Land Management The method used shall be checked for accuracy at least once

_dehvety to the gas pur chasel -

?:_” 0. TITLE,'

-This Ag1 eement is not 1ntended as a conveyance of any 1nte1est whatsoever in 1ea1 property . .
| ope1ate the Coope1at1ve Well and shale the ploductton and costs thereof.

0. NOTICES,

‘ ‘";'"spec1ﬁcally provided, shall be deemed to have been given when it is received by the Party to whom
. addressed ifit is given in wr 1t1ng by Celtlﬁed Mail, Return Receipt Requested or telegram, postage
*or charges pr epald and addxessed to the pa1t1es to whom the notlce is glven at the addlesses listed -
",ﬂabove L : : : :

S B Each Party shall have the ught to’ change its address at any time and ﬁom ’
. J.tnne to tnne by glVng wutten notlce thereof to the othe1 Pames o :

- 1 1. PRE COMMENCEMENT APPROVALS
oy Notw1thstand1ng anythmg to the conttaty contamed elsewhete in this Agreement, Opetatm N

-=’I.'shall not comimence actual drilling opelatlons for the Coope1 atwe Well until this Agreement has -
g the Comnussmnm of Public Lands of the State of New Mex1co -

fasmgns of the Parties he1eto

-'_conmdeled as an or iginal for all pu1poses

Page 5

Each Party shall account for and administer its share of the Existing Burdens attributable to the S

o 'eve1y month. All gas separ ated from such oil shall be mete1ed or determined fr om well test befo1e', L

' "._owned or controlled by the Parties, but is merely a contractual arrangement between the Paltles to T e

A All notlces authouzed or 1equned by thls Agleement unless ot11e1W1se°_

f‘_'been approved. by the Authouzed Officer of the Bureau of Land. Management and a - '
‘Communltlzatlon Agleenlent covering production from the Coopelatwe Well has been apploved by‘ R

Tlus Agleement 1s fleely asmgnable and shall extend to and be blndlng on the successo1s and , :'_:‘7;] RN

“This Agteement may be executed in any numbet of countelpatts each of Whlch shall be R



1IN WITNESS WHEREOF the pa1t1es have caused the execution of thls 1nst1ument to be
o etfectwe on the date first above wr itten-. : :

. APACHECORPORATION  BPAMERICAPRODUCTION COMPANY =

‘Punted Nan ‘(’\c\z )«-hﬂs"k‘bf'\ % . Printed Name:
S Titler n‘rrol Region Vice Pr 9‘51} 7 Title:
Explorcmon & Developmeph R .

;,_'_;‘.LCHEVRONUS A INC. SRR BUREAU OF FLAND.'MANAGE‘MENT o

By - By “Enwwfr)h /%MM)
c..0 . Printed Name: - SN ~ Printed Name: L
- Title:_ - SRR L Titledglgzmg

‘-',."’J.ST'ATE OF OKL‘AH‘OMA". 5
_‘:' § S
o -COUNTY OF TULSA e

Johnston, Vice President, Explmatlon Centlal Reglon of Apache C01p01atlon a Delawa1e .
o c01p01at1on on behalf of sa1d co1p01atlon _

‘ -' - Notary Public Oklahoma || "
A, OFFICIAL SEAL | . ,l,& /)—ﬂ,/’(
RN 'SHEILA REXROAD - § -

4 TULSA COUNTY Nota1y Pubhc State of Oklahoma ’
“%* Comm. Exp. 07-26-20044

' STATEOFTEXAS  §

~ - COUNTY OF HARRIS  §

.Thié instrument Was a01§110§v1edged Bef01‘e me.',thié _dayof | 200;? by S
Lot SR R _of BP America Production . - -

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

R o Notary Public, State of Texas

Page 6 i

This instrument was acknowledged befmeme this [ day of ,z )ecem Aef- 2003 ,byRob el




. STATE OF TEXAS oy
-~ COUNTY OF MIDLAND §

) Thls lllStlument Was aCkHOWICdged befoxe me tlns day of 200 by_ ISR
S of ChevronU.S.A. Inc ,a SO

o '_'-Pennsylvanla cor p01at10n on: behalf of sald cor p01at10n

li ““Notary Public, State of Texas

}'{;f-‘»STATE OF NEW MEXICO §

' aj,COUNTY OF LEA §
L ThlS 1nst1ument was acknowledged befoxe me th1s ' day of N . "2OVO : ,
‘:'by S S Authouzed Ofﬁce1 ofthe Bureau of Land Management on',_;ﬂ:
S ybehalf of the Bu1 eau of Land Management - : : e

; Notary Public, State offNew‘Mex_ic"o "

vPage 7




‘ . IN WITNESS WHEREOF the paltxes have caused the executlon of tlns mstlument to be S
e effectwe on the date ﬁrst above. wr men . N .

: ..Ijv‘_.,APAC‘HE CORPORATION o “ .»'BPAM:ERIC‘APRODUCTIONCOMI’ANY':fi
Y;\c\'p 30‘(\“4\‘&1

f‘f'»“‘_'._Punted Nan e: P11nted Na}ne Qpbc’rr Co tf 15, »a

- Title: ———bemreiﬁegm-wce_me -~ Title: /Lf‘ﬁ Wy =N el
‘Exploration & Deve!opme T o o /m"/,
CHEVRONUSA INC { - BUREAUOFLAND MANAGEMENT @

By SR . By
8 {Punted Name e s o . Printed Name:

"STATE-OF ’OKLAHOMA? §<f< S

COUNTY OF TULSA § PR

3 ThlS mstmment was acknowledged bef01eme this Hfb day o%\ g‘zmb-,: 2003 by Rob - :
‘Johnston Vice President, Explmatlon Centlal Reglon of Axpache C01po1at10n a Delawa1e
‘,qtﬂmtabpn on behalf of sald cor p01at10n : -

SR OT s C\Q o é
o / DA SR A R T

o3
,§§ PR R R Notaly Pubhc S}tate ofOklahoma

s‘[‘A‘f‘é OF TEXAS § S
COUNTY OF HARRIS ‘ § :
Thls mst1ument was acknowledged befo1e me thls(&&‘\ day of J#NWH 9 2004’ by

: Roverr C Mo T Dtrsin e.L.’ = Gz N of BP AmeucaPmduchon
Company, a Delawale C%lpOlﬂthll on behalf of sald co1pmat10n - S STy

Notalv Pubhc State of Te\x% §5

Nwmwﬁ o

"’%’ﬁF{LN i zmmum% j'iv::"\ L '
§

HOTARY PUEL! ¢ STATE OF TERAS:

COMMISSION EXPIRES:

L e s ROOG
4 A5 o
pAaY 26, e
()"ff J’N‘I‘NIN:*‘WJ NN\'-M#Y
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- STATE OF TEXAS §
- COUNTY OF MIDLAND ~ §

ThlS mstmment was acknowledged bef01e me thls | __.__day of | 200 by S

» of ChewonUS A. Inc ,a

L Pennsylvama 001p01at10n on behalf of sald 001p01at10n

- Notary Public, State of Texas

o 'STATE OF NEW MEXICO §

ri Thls 1nst1ument was acknowledged betme me thls ‘ ( 2 day of
)‘\MM.D »‘eraM IR Authouzed Ofﬁce1 ofthe Bureau of

e :‘N.ot’ary Publi@e of New Méx}ico’

- pag¢7 E
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STATE OF TEXAS SR
COUNTY OF MIDLAND §

S Tlns 1nst1ument was acknowledged before me thlS5+LL day of amicayy , 200, by
*{:'CLMfes A Eni sb:e . A;H—O[V\eq l'*l Fiu:f ofChevmlUSA Inc ,a

: ennsylvanla c01p01at10n on behalf of sa1d co1po1at10n o

*9* NOTARYPUBLICSTATEOFTENAS § -~ - W ERRAE
NP /s commssionexpines: § . 0 Notaly Pubhc State of Texas ‘
5% FEBRUARY 28,2006 § =~

e ""_:"::-'STATE OF NEW MEXICO §
-OUNTY OF LEA § R

e Thxs mstmment was acknowledged befme me tlns ‘ day of =~ »‘,~'200;, :
o by - v Authonzed Ofﬁee1 of the Bureau of Land Mana gement on .
i behalf of the Bu1 eau of Land Management ‘ :

- o Notary_P'ublic,HStat'e of New Mexiee ;
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" PATRICKH.LYONS - '
COMMISSIONER Commzsswner of Public Lancﬁs

State of New Me;cwo

310 OLD SANTA FE TRAIL
: -P.0. BOX 1148
SANTA FE, NEW MEXICO 87504-1148

January 23, 2004

Apache Corporation

Two Warren Place, Suite 1500
6120 South Yale '
Tulsa, Oklahoma 74136-4224

Attn; Cindy McGee

Re: Communitization Agreement Approval (Grayburg)
' Lockhart A 17 Well No. 9

 COMMISSIONER'S OFFICE

Phone (505) 827-5760
Fax (505) 827-5766 -
www.nmstatelands.org

RECETVED

"JAN 3 0 2004

TULSA
LAND DEPT.

SE4SE4, Section 8, and SW4SW4, Section 9, and NW4NW4, Section 16, and NE4NE4,
Section 17, Township 21 South, Range 37 East, Lea County, New Mexico

Dear Ms. McGee:

The ‘Commissioner. of Public Lands has this date approved the Lockhart A 17 Well No. 9
Communitization Agreement for the Grayburg formation for the SE4SE4, of Section 8, and the SW4SW4,
of Section 9, and the NW4NW4, of Section 16, and the NE4NE4 of Section 17, Townshlp 21 South,

‘Range 37 East, Lea County New Mexico.

The effective date of this approval is December 5, 2003 and the term of the agreement is for two years, '
and so long thereafter as communitized substances are produced or can be produced from the .

communitized area in paying quantities. Enclosed are five Certificates of Approval.

If we may be of further service, please contact Jeff Albers at (505) 827-5759.

Sincerely,

PATRICK H. LYONS
COMMISSIONER OF PUBLIC.LANDS

; JAMI BAILEY, Dlrector
Oil, Gas & Minerals Division
(505) 827-5744

. PHL/JB/ja

"EXHIBIT




NEW MEXICO STATE LAND OFFICE

‘~ CERTIFICATE OF APPROVAL
COMMISSIONER OF PUBLIC LANDS, STATE OF N EW MEXICO

: Apache Corporatlon
Lockhart A 17 Well No. 9
‘Lea County, New Mexico
SE4SEA4, Section 8, and SW4SW4, Section 9, and NW4NW4, Section 16, and NE4NE4 Section 17
- Township 21 South, Range 37 East
: ~ Grayburg

There having been presented to the undersigned Commissioner of Public Lands of the State of New Mexico for
examination, a Communitization Agreement for the development and operation of acreage which is described within the refereneed
agreement, dated December 5, 2003 which has been executed, or is to be executed by parties owning and holding oil and gas leases

and royalty interests in and under the preperty described, and tlpon examination of said agreement, the Commissioner finds:

(a) That such agreement will tend to promote theeonservation of oil and gas and the

* better utilization of reservoir energy in said area.

(b) That under the proposed agreement,'the State of New Mexico will receive its fair

share of the recoverable oil or gas' in place under its lands in the area. '

(©) That each beneficiary institution of the State of New Mexico. will receive its fair

and eqtlitable share of the tecoverable e_il and gas under its lands within the area.

(d) That such agreement is in other respects for the best interests of the State, with

~ respect to 'state lands.

NOW, _THEREFORE, by virtue of the authority conferred upon me under Sections 19-10-45, 19-10-46, 19-10-4‘7, New Mexico
Statutes Annotated 1978 Compilation, [, tIle ’undersigned‘ Commissioner of Public Lands of the State of New Mexico, for the
purpose of more properly conserving the oil and gas resources of the State do hereby consent to and approve the said agreement, and
any leases embracmg lands of the State of New Mextco within the area shall be and the same are hereby amended to conform with ||
the terms thereof, and shall remain in full force and effect accordmg to the terms and conditions of said agreement. This approval is.

subJect to all of the prov151ons of the aforesaid statutes.
IN WITNESS WHEREOF, this Certificate of Appfoval is executed, with seaI affixed, this 23t'd day of January, 2004.

- COMMISSIONER OF PUBLIC LANDS
of the State _of New Mexico




