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

IN THE MATTER OF THE HEARING CALLED BY
THE OIL CONSERVATION DIVISION TO
CONSIDER:

C SE NO. 20563
ORDER NO. R-20915

*"PLICATION OF MARATHON OIL PERMIAN, LLC FOR C(C TPULSORY
POOLING, EDDY COUNTY, NEW MEXICO.

ORDER OF TI'™ "IVISION

BY THE DIVISION:

This case came on for hearing at 8:15 a.m. on June 27, 2019, at Santa Fe, New Mexico,
before Examiner Leonard R. Lowe.

NOW, on this 9" day of October 2019, the Division Director, having considered the
testimony, the record and the recommendations of the Examiner,

FINDS THAT

(1) Due public notice has been given and the Division has jurisdiction of this case and
the subject matter.

(2) Applicant seeks to compulsory pool all uncommitted oil and gas interests within a
spacing unit, as that unit is described in the attached Exhibit “A”.

3) Applicant seeks to dedicate the Proposed Well(s) detailc in Exhibit “A” to the
Unit.

4) MRC Delaware Resources LLC, MRC Explorers Resources LLC, MRC Spiral
Resouces LLC, Marathon Oil Company, Marathon Oil Permian LLC, Chevron U.S.A. Inc., the
Estate of Edward Sawyer, all made an appearence or otherwise opposed the case.

5) Applicant appeared at the hearing through counsel and presented evidence to the
effect that:

(a) All completed well locations are expected to be standard or Applicant will
apply administratively for approval of location exceptions.
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(b) Notice by certified mail was provided to all uncommitted interest owners i
the proposed Unit whose interests were evidenced by a conve ice
instrument, either of record or known to Applicant when the Application
was filed, and to heirs known to Applicant of deceased persons who appear
as owners in such instrument.

(©) Notice to certain affected parties was posted in a newspaper of general
circulation in the county as provided in Rule 19.15.4.12.B NMAC.

The Division finds and concludes that

(6) If the location of any of the Well(s) is unorthodox when the well is completed under
the spacing rules then in effect and applicable to the well, the operator must obtain a non-standard
location approval prior to producing the well.

(7) Two or more separately owned tracts are embraced within the U t, and/or there
are royalty interests and/or undivided interests in oil and gas minerals in one or more tracts
included in the Unit that are separately owned.

(8) Applicant is owner of an oil and gas working interest within the Unit. Applicant
has the right to drill and proposes to drill the Well(s) to a common source « supply within the Unit
at the described depths and location(s). Applicant should be allowed a one year period to complete
at least one of the Well(s) after commencing drilling of the Well(s).

9) There are interest owners in the Unit that have not agreed to pool their interests.

(10)  To avoid the drilling of unnecessary wells, protect correlative rights, prevent waste
and afford to the owner of each interest in the Unit the opportunity to recover or receive without
unnecessary expense a just and fair share of hydrocarbons, this application should be approved by
pooling all uncommitted interests, whatever they may be, in the oil and gas in the pooled depth
interval within the Unit.

a. .vensure protection of correlative rights, any pooled work 1 interest owner whose
address is known, and who has elected to participate under the terms of this order
should be notified before the Division grants any extension of the time provided
herein for commencir -~ drilling. Any such owner may file an application, with
notice to the operator, requesting that the extension be denied.

(11)  Infill wells within the Unit should be subject to Division Rules 19.15.13.9 NMAC
through 19.15.13.10 NMAC, and to the terms and conditions of this order.

(12)  Any pooled working interest owner who does not pay its share of estimated well
costs of any wi  should have withheld from production from such well its share of reasonable
well costs plus an additional reasonable charge [see Exhibit “A”] for the risk involved ind ling
the Well(s).
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ITIS7 [EREFORE ORDERED THAT

() All uncommitted interests, whatever they may be, in the oil and gas within the
spacing unit (or the portion thereof within the pooled vertical extent) described in Exhibit “A” are
hereby pooled. Exhibit “A” hereto is incorporated herein by this reference and r  le a part of this
order for all purposes.

) 1e Unit shall be dedicated to the proposed “Well(s)”.

3) If any of the Well(s) is completed at an unorthodox location under applicable rules
in effect at the time such well is completed, the operator shall provide notice and apply
administratively for a location exception prior to producing the well.

4) ne operator of the Unit shall commence drilling the Wel ;) on or before t  end
of the month corresponding to the date of this order, in the year following the dz  of issuance of
this order and shall thereafter continue drilling the Well(s) with due diligence to test the pooled
formation or pooled vertical depths. The Well(s) shall be drilled approximately to the proposed
true vertical an measured depths.

&) In the event the operator does not commence drilling the Well(s) on or before the
date provided in the foregoing paragraph, the compulsory pooling provision of this order all be
of no effect, unless the operator obtains a written time extension from the Division Director
pursuant to a written request stating its reasons for such extension and attacl 1g satisfactory
evidence.

(6) In the event the operator does not commence completion operations within one year
after commencement of drilling operations pursuant to this order, then e compulsory pooling
provisions of this order shall be of no effect unless operator obtains a written time extension from
the Division Director pursuant to a written request stating its reasons Hr such extension and
attaching satisfactory evidence.

@) The operator shall provide a copy of any request for extension of time to drill or
complete any well filed with the Director pursuant to this order to each pooled working interest
owner who has elected to participate in the drilling of any well that is the subject of the request.
Such copy shall : sent at the same time the request is sent to the Director.

(8) Upon final plugging and abandonment of the Well(s) and any other well drilled on
the Unit pursuant to Division Rule 19.15.13.9 NMAC, the pooled unit created by this order shall
terminate unless this order has been amended to authorize further operations.

9) Il wells within the Unit shall be subject to Division Rule 19.15.13.9 NMAC and
to the terms and conditions of this order.

(10)  After pooling, uncommitted working interest owners are referred to  pooled
working interest owners. (“Pooled working interest owners” are owners of working interests in the
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YR e @--e- T 2w Mexico, on the day and year hereinabove designated.

STATE OF NEW L...XTC'O
OIL CC JION

ADRIENNE SANDOVAL
Director






