STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF APPLICATION FOR
COMPULSORY POOLING SUBMITTED BY CASE NO. 21081
APACHE CORPORATION ORDER NO. R-21220

ORDER
The Director of the New Mexico Oil Conservation Division (“OCD”), having heard this

matter through a Hearing Examiner on March 5™, 2020, and after considering the testimony,
evidence, and recommendation of the Hearing Examiner, issues the following Order.

FINDINGS OF FACT

1. Apache Corporation (“Operator”) submitted an application (“Application”) to
compulsorily pool the uncommitted oil and gas interests within the spacing unit
(“Unit”) described in Exhibit A. The Unit is expected to be a standard horizontal
spacing unit. 19.15.16.15(B) NMAC. Operator seeks to be designated the operator
of the Unit.

2. Operator will dedicate the well(s) described in Exhibit A (“Well(s)”) to the

Unit.

3. Operator proposes the supervision and risk charges for the Well(s) described in
Exhibit A.

4. Operator identified the owners of uncommitted interests in oil and gas minerals in

the Unit and provided evidence that notice was given.
5. The Application was heard by the Hearing Examiner on the date specified above,

during which Operator presented evidence through affidavits in support of the
Application. No other party presented evidence at the hearing.

CONCLUSIONS OF LAW

6. OCD has jurisdiction to issue this Order pursuant to NMSA 1978, Section 70-2-

17.
7. Operator is the owner of an oil and gas working interest within the Unit.
8. Operator satisfied the notice requirements for the Application and the hearing as

required by 19.15.4.12 NMAC.



10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22,

23.

OCD satisfied the notice requirements for the hearing as required by 19.15.4.9
NMAC.

Operator has the right to drill the Well(s) to a common source of supply at the
depth(s) and location(s) in the Unit described in Exhibit A.

The Unit contains separately owned uncommitted interests in oil and gas minerals.

Some of the owners of the uncommitted interests have not agreed to commit their
interests to the Unit.

The pooling of uncommitted interests in the Unit will prevent waste and protect
correlative rights, including the drilling of unnecessary wells.

This Order affords to the owner of an uncommitted interest the opportunity to
produce his just and equitable share of the oil or gas in the pool.

ORDER
The uncommitted interests in the Unit are pooled as set forth in Exhibit A.
The Unit shall be dedicated to the Well(s) set forth in Exhibit A.
Operator is designated as operator of the Unit and the Well(s).

If the location of a well will be unorthodox under the spacing rules in effect at the
time of completion, Operator shall obtain the OCD’s approval for a non-standard
location in accordance with 19.15.16.15(C) NMAC.

The Operator shall commence drilling the Well(s) within one year after the date of
this Order, and complete each Well no later than one (1) year after the
commencement of drilling the Well.

This Order shall terminate automatically if Operator fails to comply with Paragraph
19 unless Operator obtains an extension by an amendment of this Order for good
cause shown.

The infill well requirements in 19.15.13.9 NMAC through 19.15.13.12 NMAC
shall be applicable.

Operator shall submit to each owner of an uncommitted working interest in the pool
(“Pooled Working Interest”) an itemized schedule of estimated costs to drill,
complete, and equip the well ("Estimated Well Costs").

No later than thirty (30) days after Operator submits the Estimated Well Costs, the
owner of a Pooled Working Interest shall elect whether to pay its share of the
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24,

25.

26.

27.

28.

Estimated Well Costs or its share of the actual costs to drill, complete and equip the
well (“Actual Well Costs”) out of production from the well. An owner of a Pooled
Working Interest who elects to pay its share of the Estimated Well Costs shall
render payment to Operator no later than thirty (30) days after the expiration of the
election period, and shall be liable for operating costs, but not risk charges, for the
well. An owner of a Pooled Working Interest who fails to pay its share of the
Estimated Well Costs or who elects to pay its share of the Actual Well Costs out of
production from the well shall be considered to be a "Non-Consenting Pooled
Working Interest.”

No later than one hundred eighty (180) days after Operator submits a Form C-105
for a well, Operator shall submit to OCD and each owner of a Pooled Working
Interest an itemized schedule of the Actual Well Costs. The Actual Well Costs shall
be considered to be the Reasonable Well Costs unless OCD or an owner of a Pooled
Working Interest files a written objection no later than forty-five (45) days after
receipt of the schedule. If OCD or an owner of a Pooled Working Interest files a
timely written objection, OCD shall determine the Reasonable Well Costs after
public notice and hearing.

No later than sixty (60) days after the expiration of the period to file a written
objection to the Actual Well Costs or OCD’s order determining the Reasonable
Well Costs, whichever is later, each owner of a Pooled Working Interest who paid
its share of the Estimated Well Costs shall pay to Operator its share of the
Reasonable Well Costs that exceed the Estimated Well Costs, or Operator shall pay
to each owner of a Pooled Working Interest who paid its share of the Estimated
Well Costs its share of the Estimated Well Costs that exceed the Reasonable Well
Costs.

The reasonable charges for supervision to drill and produce a well (*Supervision
Charges”) shall not exceed the rates specified in Exhibit A, provided however that
the rates shall be adjusted annually pursuant to the COPAS form entitled
“Accounting Procedure-Joint Operations.”

No later than within ninety (90) days after Operator submits a Form C-105 for a
well, Operator shall submit to OCD and each owner of a Pooled Working Interest
an itemized schedule of the reasonable charges for operating and maintaining the
well ("Operating Charges"), provided however that Operating Charges shall not
include the Reasonable Well Costs or Supervision Charges. The Operating Charges
shall be considered final unless OCD or an owner of a Pooled Working Interest
files a written objection no later than forty-five (45) days after receipt of the
schedule. If OCD or an owner of a Pooled Working Interest files a timely written
objection, OCD shall determine the Operating Charges after public notice and
hearing.

Operator may withhold the following costs and charges from the share of
production due to each owner of a Pooled Working Interest who paid its share of
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29.

30.

31.

32.

33.

34.

35.

the Estimated Well Costs: (a) the proportionate share of the Supervision Charges;
and (b) the proportionate share of the Operating Charges.

Operator may withhold the following costs and charges from the share of
production due to each owner of a Non-Consenting Pooled Working Interest: (a)
the proportionate share of the Reasonable Well Costs; (b) the proportionate share
of the Supervision and Operating Charges; and (c) the percentage of the Reasonable
Well Costs specified as the charge for risk described in Exhibit A.

Operator shall distribute a proportionate share of the costs and charges withheld
pursuant to paragraph 29 to each Pooled Working Interest that paid its share of the
Estimated Well Costs.

Each year on the anniversary of this Order, and no later than ninety (90) days after
each payout, Operator shall provide to OCD and each owner of a Non-Consenting
Pooled Working Interest a schedule of the revenue attributable to a well and the
Supervision and Operating Costs charged against that revenue.

Any cost or charge that is paid out of production shall be withheld only from the
share due to an owner of a Pooled Working Interest. No cost or charge shall be
withheld from the share due to an owner of a royalty interests. For the purpose of
this Order, an unleased mineral interest shall consist of a seven-eighths (7/8)
working interest and a one-eighth (1/8) royalty interest.

Except as provided above, Operator shall hold the revenue attributable to a well
that is not disbursed for any reason for the account of the person(s) entitled to the
revenue as provided in the Oil and Gas Proceeds Payment Act, NMSA 1978,
Sections 70-10-1 et seq., and relinquish such revenue as provided in the Uniform
Unclaimed Property Act, NMSA 1978, Sections 7-8A-1 et seq.

The Unit shall terminate if (a) the owners of all Pooled Working Interests reach a
voluntary agreement; or (b) the well(s) drilled on the Unit are plugged and
abandoned in accordance with the applicable rules. Operator shall inform OCD no
later than thirty (30) days after such occurrence.

OCD retains jurisdiction of this matter for the entry of such orders as may be
deemed necessary.

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

M\/\Q’ Date: 4/07/2020

ADRIENNE SANDOVAL

DIRECTOR
AES/kms
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EXHIBIT *A”

APPLICATION CHECKLIST (pdf) _

BE SUPPORTED BY SIGNED AFFIDAVITS B i |

Case: 21081 a7 p R g APPLICANT'S RESPONSE

Lmu = — s

Agplicant Apache Corporation

Desigriated Dperater & OERAID [affiistion if spplicable] | Apache Carporation (OGRID 871

Apphcant's Counsel- Madrall Sperling

Carse Tithe APPUCATION OF APACHE CORFORATION FOR COMPULSORY POOLIMG, EDDY COLINTY,
NEW MENCD, CASE NO., 21081

Entrins of Appaarance/imtenmnors: o R

Wiell Family Dusthorad

| Farmation/Pacl L}

Formation Name{s] or Vertical Extant: Bnr-es:ml_'la Farmatice

Prirmary Product [Qil ar Gag): ol

Foaling this vertical extent: - B Saring Farmation

Foal Hame and Poal Code: Lusk; Bone Spring Pacl (Coda: 41847} o

Wiell Location Setback Rules: Latest Statewice Horzansal Rules Appl o

Spacing Unit Sam; T 320 Acres

| Spacing Unit ___ e

Tyipe |Horizoevtal Verticall Harizartal

izg |Acres] ) 320 fres

Building Blocks: Quarter JQuarter Sactions

Orientation: South Lo Marlh

Description: TRSCownty EfZ'W\2 of Sactions 11 and 14, Township 19 Seauth, Range 32 Exsl, NMPR, Lea County,
Maw Wit

Sardard Horizoental Well Spacing Unit [¥/N), If Mo, describe Yies

Dther Stustions -

Depth Severance: ¥/M. If yes, description Mo

Prowirity Tracta: If yes, deacription ™ o

Proximity Dafining W:'H‘i.di‘iﬂpﬁﬂr‘-\l TE) N

haplicant’s Cwrershis in Each Track Exhibit B.5 T

Wall(s)

Nams & &F1 (i assignad], surfaca and bottam hala lacation, See Exhibit B.1-B1 amd Exhibit B.2-81
Tertages, completion target, orientation, completion slatus

[zandard cr nonestandarc] .

Wall#1 Dustherad 11-14 Fad Coam 302H, AP No, [Da not have pet)
SHL: 200" feet from the Sowth line and 1853 foet fram the West ling,
(Ura N) of Sectiens 14, Township L0 Seuth, Rarge 32 East, NBAPR.
BHL: 50 fesmt from the North line and 1820 foet from the West Bna,
{Unit £ of Sections 11, Township 15 Scuth, Range 32 East, MMPh.
Completion Targat; 2rd Bone Speing Sand at appros 9600 fest TVD.
Wiall Orientation: South to Narth
Completion Location expected te be: standand

Harizontal Wl First and Last Take Points Eqhibit B.2-A1 o

Completion Target (Farmation, TVD and MDY Exhibit B1-51; Exhibt £.2-81; Exhilst B.6; Extibit C.6, Exhibit C.7

AFE Capes and Costs - ] o

Drilling SupsrvisienTemnth 5 7000

Praducticn SuperdsianManth 700

Jusstification for Supendsion Costs | Exhilit 5.4-B1 bar AFEs
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Requesied Risk Charge

200%; see Exhibit & -
Matice af Hearing s o
Bropesed Phl'ﬁ:ul'HnTln.; Exhibit [1.1
Proaf of kMailed Motkce of Hearing {20 days before hearing) Exkilits D.2
Proaf of Publishad Notice of Mearing (10 days belore hearing] | Exkibit D3

Ownership Determination

Land Ownerchip Schematic of the Spacing Wnit

Exhiait B; Exhibit B-5; Exhibit B.3-81

Tract List {Inchuding lease numbers and awmers)

[Exhibit B.5

Foaled Parties (incuding oamarship typa)

|E!H'ult .5

Unilacatalkike Paries to be Pocled

Exhibit B.5; Exhibit 0.3

Cewmiership Depth Severance {including percentage above &

List of Intenest Craners lie Exhibit A of JOA)

fLetcrw) L. - -
nider
Sample Cogy of Proposal Letter |Exhibi B.&

Exhilait B.3-81; Exhibit B.5

Chranclagy of Cantaet with Nen-iained Warking interesss ExhibitB?

Overhead Rates In Propasal Letter Exhibit B.5%

Lot Extimate to Drill and Complate _Euhlhl B.4-81 for AFES

‘Cont Estimane b Equip Well __Euhll:l E:.:-:Bl_i'nr_AFEn_

it Esthenate for Production Facilities Exhibit B.4-81 for AFEs

Geolagy PRSI i L
Surmnary (including special consigerations) |Ewhibst C

Smacing Unlt Schematic Exhibits §.2-81, C2,C.0 ared C3

Gunbiarrel/Lateral Trapectory Schematic Exchibef C&

Well Orienmation {with ratianale) | Exhibit C

| Target Foemation |Exhibis B.1-81, C.3 through C.7

HBUJ Cross Section Exhibits C8 and £.F - o
Depth Severanca Discussion Exhitit B ]
Forms, Figures and Tables itk P :

c-102 | Exthibite B.2-81 T
Trll:l‘.'l Exhibas B.3-81; Exhilit B.S

Summary of Interests, Unit Recapitulation {Track) Exhibi B.5 - i
Ganeral Loration Mip linclading basin) Exhitit C.1

‘Well 8ore Location Map Exhibéls C.2 throagh C5

FHruchare Comaur Map - Subses Depth Exhibit C3

Cross Section Location Map (including wells) Exghibits C.5

Crass Section [imduding Landing Fone]

Exhibits C.7 and .8

Additlonal Information

CERTIFICATION: | hereby certify that the information
|provided in this checkdist is complete and accurate.

Printed Name | Attarney or Party Representative):

J.
I_ v ot 'l""-“"‘ih

Signed Name |Attomey o Party Represantative):

(- T

?ﬂ?fﬂﬂ
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