BEFORE THE OIL CONSERVATION DIVISION
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CASE NOS. 20520 & 20521
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STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL CONSERVATION DIVISION

APPLICATION OF CHISHOLM ENERGY
OPERATING, LLC FOR COMPULSORY
POOLING, LEA COUNTY, NEW MEXICO.

CASE NOS. 20520 & 20521

AFFIDAVIT OF BEAU SULLIVAN
IN SUPPORT OF CASE NOS. 20520 & 20521

Beau Sullivan, of lawful age and being first duly sworn, declares as follows:

1. My name is Beau Sullivan. I work for Chisholm Energy Operating, LLC
(“Chisholm”™) as a Landman.

2 I have previously testified before the New Mexico Oil Conservation Division as
an expert witness in petroleum land matters. My credentials as a petroleum landman have been
accepted by the Division and made a matter of record.

3. I am familiar with the applications filed by Chisholm in these consolidated cases,
and | am familiar with the status of the lands in the subject areas.

4. None of the uncommitted parties in these consolidated cases has indicated
opposition to these pooling applications, and therefore I do not expect any opposition at the

hearing.

S. In Case No. 20520, Chisholm is seeking an order pooling all uncommitted
interests in the Bone Spring formation underlying a 240-acre standard horizontal spacing unit
comprised of the W/2 E/2 of Section 14 and the W/2 NE/4 of Section 23, Township 21 South,

Range 34 East, NMPM, Lea County, New Mexico.
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6. Chisholm seeks to dedicate this standard spacing unit to the proposed Qutland
14-23 State Com 1BS No. 8H Well, which will be horizontally drilled from a surface location in
the NW/4 NE/4 (Unit B) of Section 14 to bottom hole location in the SW/4 NE/4 (Unit G) of
Section 23. The completed interval will comply with the Statewide setback requirements for oil
wells.

7. Chisholm has prepared a draft Form C-102 for the proposed Outland 14-23 State
Com 1BS No. 8H Well, a copy of which is attached hereto as Chisholm Exhibit A-1.

8. In Case No. 20521, Chisholm is seeking an order pooling all uncommitted

interests in the Bone Spring formation underlying a 240-acre standard horizontal spacing unit
comprised of the E/2 E/2 of Section 14 and the E/2 NE/4 of Section 23, Township 21 South,
Range 34 East, NMPM, Lea County, New Mexico.

9. Chisholm seeks to dedicate this standard spacing unit to the proposed Qutland
14-23 State Com 1BS No. 9H Well, which will be horizontally drilled from a surface location in
the NE/4 NE/4 (Unit A) of Section 14 to bottom hole location in the SE/4 NE/4 (Unit H) of
Section 23. The completed interval will comply with the Statewide setback requirements for oil
wells.

10. Chisholm has prepared a drafl Form C-102 for the proposed Outland 14-23 State
Com 1BS No. 9H Well, a copy of which is attached hereto as Chisholm Exhibit A-2.

11.  The Pool Code for both wells is 28430 (Grama Ridge; Bone Spring Pool).

12.  There are no depth severances in the Bone Spring formation.

13. Chisholm Exhibit A-3 is an exhibit prepared by me that identifies the ownership
interests for these consolidated cases. This exhibit shows the interest owners and their percentage

of ownership interests by tract. A unit recapitulation, showing the percentage of ownership



interests in each horizontal spacing unit, is also included on the exhibit. These spacing units
include state land only.

14. Chisholm is seeking to pool the working interest owners identified in bold type
font on page 4 of Chisholm Exhibit A-3, and the overriding royalty interest owners identified in
bold type font on page 5 of Chisholm Exhibit A-3.

15. There are no unleased mineral interest owners.

16.  Chisholm sent a well proposal letter to the working interest owners in Case No.
20520. An AFE was included with the well proposal letter. The costs reflected in the AFE are
consistent with what other operators have incurred for drilling similar horizontal wells in the
arca. A copy of the well proposal letter, along with the AL, is attached hereto as Chisholm
Exhibit A-4.

17. Chisholm sent a well proposal letter to the working interest owners in Case No.
20521. An AFE was included with the well proposal letier. The costs reflected in the AFE are
consistent with what other operators have incurred for drilling similar horizontal wells in the
area. A copy of the well proposal letter, along with the AFE, is attached hereto as Chisholm
Exhibit A-5.

18.  Chisholm seeks approval of overhead and administrative costs at $7,500/month
while drilling and $750/month while producing. These costs are consistent with what Chisholm
and other operators are charging in this area for these types of wells. Chisholm respectfully
requests that these administrative and overhead costs be incorporated into any order entered by
the Division in these cases.

19, Inmy opinion, Chisholm has made good faith efforts to reach an agreement with

the parties it seeks to pool. If Chisholm reaches an agreement with any of the proposed pool



parties before the Division enters any order, I will let the Division know that Chisholm is no
longer seeking to pool that party.

20. I provided the law firm of Holland & Hart LLP a list of names and addresses for
the uncommitted interest owners shown on Exhibit A-3. In compiling these addresses, Chisholm
conducted a diligent search of all public records in the county where the proposed wells are
located and of phone directories, including computer searches. All parties were locatable.

21.  Chisholm Exhibits A-1 through A-5 were either prepared by me or compiled

under my direction and supervision.
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DRAFT FORM C-102

WELL LOCATION AND ACREAGE DEDICATION PLAT

L API Number * Pool Code * Paol Name
GRAMA RIDGE: BONE SPRING
* Property Code  Property Name S Well Number
OUTLAND 14-23 STATE COM 1BS 8H
" OGRID Na. $ Operator Name ? Elevation
CHISHOLM ENERGY OPERATING. LLC

v Surface Location

UL or lot no. Section | Township Range Lot Idn Feet from the Nortl/South line Feet from the East/\West line County
14 218 34E 245 NORTH 1350 EAST LEA
“+ Bottom Hole Location If Different From Surface
UL or lot na. Section | Township Range Lot Idn Feet from the North/South line Feet from the East/West line County
23 218 34E 2540 NORTH 1980 EAST LEA

 Dedicated Acres | Joint or Infill Y Consalidation Code ¥ Order No.

1
: FTP v F=—e L SHL
| 100FNL =} 245 FNL

1980 FEL 1350 FEL

BHL/LTP
2540 FNL
1980 FEL

- =

C.-.J/

BEFORE THE OIL CONSERVATION DIVISION
Santa Fe, New Mexico
PETRA A/7/9010 A:N7-RA AM Exhibit No. A-1
Case Nos. 20520 & 20521
Submitted by: Chisholm Energy Operating LLC
Hearing Date: June 13, 2019
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DRAFT FORM C-102

WELL LOCATION AND ACREAGE DEDICATION PLAT

' API Number * Pool Code * Pool Name
GRAMA RIDGE: BONE SPRING
* Property Code § Property Name ¢ \Well Number
OUTLAND 14-23 STATE COM 1BS 9H
" OGRID No. d Operator Name ? Elevation
CHISHOLM ENERGY OPERATING. LLC

» Surface Location

CL or lat no. Section | Township Range Lot Idu Feet from the Nortl/South line Feet fram the East/\West line County
14 218 34E 245 NORTH 1290 EAST LEA
" Bottom Hole Location If Different From Surface
UL or lot ne. Section | Township Range Lat Idn Feet from the North/South line Feet from the East/\West line County
23 218 34E 2540 NORTH 660 EAST LEA

L Dedicated Acres |™ Jaint or Infill " Consolidation Cade ¥ Order No.

|
SHL /'L-'-"*
245 FNL f [
1290 FEL
FTP
100 FNL
660 FEL

|
|

! 1

BHL/LTP | g

2540 FNL i

660 FEL \ !

2B —*
e === B===23
I I
| |
| |
[ i
| I
| |
|
|
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PFTRA R/7/2010 ANT AR AM EXh'blt NO. A_z

Case Nos. 20520 & 20521
Submitted by: Chisholm Energy Operating LLC
Hearing Date: June 13, 2019



OUTLAND 14-23 STATE COM 1BS 8H (Case No. 20520)
OUTLAND 14-23 STATE COM 1BS 9H (Case No. 20521)
E/2 of Section 14 & NE/4 of Section 23-T21S-R34E
Lea County, NM

H8 SAT INOD 311V1S €Z T ANV1LNO
H6 SAT INOD 31V1S €2 ¥T ANVILNO

BEFORE THE OIL CONSERVATION DIVISION
Santa Fe, New Mexico Page 10f5
Exhibit No. A-3
Case Nos. 20520 & 20521
Submitted by: Chisholm Energy Operating LLC
Hearing Date: June 13, 2019



OWNERSHIP BY TRACT

Tract 1: NE/4 of Section 14-21S-34E
State of New Mexico Lease No. E0-1923

Chisholm Energy Operating, LLC
Marshall & Winston, Inc.

Hayes Land & Production, LP
McAnSo, LLC

Bursake, LLC

50.000000%

25.000000%

12.500000%
6.250000%
6.250000%

Total:

Tract 2: NE/4 SE/4 of Section 14-21S-34E
State of New Mexico Lease No. B0-9084

100.000000%

XTO Offshore, Inc.

Collins & Ware, Inc. (Apache Corporation)
BEXP I, LP

Magnum Hunter Production, Inc.

William Scott Ramsey

Wilson Oil Company, Ltd.

25.000000%
26..250000%
13.125000%
25.000000%
4.375000%
6.250000%

Total: 100.000000%
Tract 3: NW/4 SE/4 of Section 14-21S-34E
State of New Mexico Lease No. E0-1923
XTO Offshore, Inc. 50.000000%
ConocoPhillips Company 50.000000%
100.000000%

Total:
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Tract 4: S/2 SE/4 of Section 14-21S-34E
State of New Mexico Lease No. B1-1610

Chisholm Energy Operating, LLC
BEXP I, LP

Magnum Hunter Production, Inc.
RJR Resources

26.250000%
13.125000%
25.000000%

4.375000%

Wilson Oil Company, Ltd. 6.250000%
XTO Offshore, Inc. 25.000000%
100.000000%

Total:

Tract 5: NW/4 of Section 23-215-34E
State of New Mexico Lease No. B1-1610

Chisholm Energy Operating, LLC
Magnum Hunter Production, Inc.
DelMar Holdings, L.P.

Timothy R. MacDonald

77.898601%
12.500000%
9.570313%
0.031087%

Total:

100.000000%
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UNIT RECAPITULATION

OUTLAND 14-23 STATE COM 1BS 8H

W/2 E/2 of Section 14-T21S-R34E & W/2 NE/4 of Section 23-21S-34E

Chisholm Energy Operating, LLC

47.007868%

Marshall & Winston, Inc. 8.333333%
Hayes Land & Production, LP 4.166667%
McAnSo, LLC 2.083333%
Bursake, LLC 2.083333%
XTO Offshore, Inc. 12.500000%
ConocoPhillips Company 8.333333%
BEXP |, LP 2.187500%
Magnum Hunter Production, inc. 8.333333%
RJR Resources 0.729167%
Wilson Oil Company, Ltd. 1.041667%
DelMar Holdings, L.P. 3.190104%
Timothy R. MacDonald 0.010362%
Total: 100.000000%

UNIT RECAPITULATION

OUTLAND 14-23 STATE COM 1BS 9H

E/2 E/2 of Section 14-T21S-R34E & E/2 NE/4 of Section 23-21S-34E

Chisholm Energy Operating, LLC 47.007868%
Marshall & Winston, Inc. 8.333333%
Hayes Land & Production, LP 4.166667%
McAnSo, LLC 2.083333%
Bursake, LLC 2.083333%
Collins & Ware, Inc. (Apache Corporation) 4.375000%
Magnum Hunter Production, Inc. 12.500000%
William Scott Ramsey 0.729167%
Wilson Oil Company, Ltd. 2.083333%
XTO Offshore, Inc. 8.333333%
BEXP I, LP 4.375000%
RIR Resources 0.729167%
DelMar Holdings, L.P. 3.190104%
Timothy R. MacDonald 0.010362%
Total: 100.00000000%
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ConocoPhillips Company
Kyle R. Burnett

Marathon Oil Permian, LLC
Nancy Lamb

Nearburg Producing Company Employee Fund
Noelle Lamb

Penny Lamb Mcintyre
Placer Limited

Hal J. Rasmussen

Sally Lamb Chumbley

Ted F. Gawloski

ZPZ Delaware |, LLC
Southwest Royalties, Inc.
PBEX, LLC

Tumbler Energy Partners LLC

***Interests seeking to Compulsory Pool
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November 8, 2018

VIA CERTIFIED MAIL: 7018 0360 0000 5264 4228

Bursake, LLC
P.O. Box 51407
Midland, TX 79710

RE: Outland 14-23 State Com 1BS 8H
W/2 E/2 of Section 14-21S-34E &
W/2 NE/4 of Section 23-215-34E
Lea County, New Mexico

To whom it may concern,

Chisholm Energy Operating, LLC (“Chisholm”) hereby proposes the drilling of a horizontal Bone Spring test to a
Measured Depth of approximately 17,095’. The expected surface location for this well is approximately 225’ FNL &
1360’ FEL of Section 14-T21S-R34E with a bottom hole location of 2540" FNL & 1980’ FEL of Section 23-T21S-R34E.
Enclosed is our Authority for Expenditure (“AFE”) reflecting estimated costs of $6,124,485 for a completed well,

Chisholm proposes drilling this well under the terms of a modified 1989 AAPL form Operating Agreement, a copy of
which will be provided upon request. Said Operating Agreement will cover the E/2 of Section 14, Township 21 South,
Range 34 East, and the NE/4 of Section 23, Township 21 South, Range 34 East; and contain the following general
provisions:

e 100/300 Non-consenting penalty

e $7,500/$750 Drilling and Production rate

s Limited to the Bone Spring and Wolfcamp formations
s  Chisholm Energy Operating, LLC named as Operator

In lieu of participation, Chishalm is willing to negotiate a mutually acceptable farmout or assignment of your interest
within the project area.

Please indicate your election in the space provided below and return one copy of this letter to the undersigned.
Should you elect to participate, please execute and return one copy of the AFE as well. In the event all parties do
not enter into an agreement to develop the proposed project area(s), Chisholm intends to file application(s) for
compulsory pooling with the New Mexico Oil Conservation Division.

Please call at your earliest convenience to discuss our proposal.

Chisholm Energy Operating, LLC

Beau Sullivan

Landman

(817) 953-0812

Enclosures
Elect to participate in the drilling of the Outland 14-23 State Com 1BS 8H.
Elect to farmout/assign our interest on the Outland 14-23 State Com 1BS 8H.

Bursake, LLC

By:
Name:
Title:
Date:

BEFORE THE OIL CONSERVATION DIVISION
Santa Fe, New Mexico
Exhibit No. A-4
Case Nos. 20520 & 20521
Submitted by: Chisholm Energy Operating LLC
Hearing Date: June 13, 2019

Address: Chisholm Energy Operating, LLC 801 Cherry Street Suite 1200 Unit 20 Fort Worth, TX 76102
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Statement of Estimated Well Cost (100%)

Well Outland 14-23 State Com 1BS 8H
Field Ist Bone Spring
County, State: Lea, NM
BHL: Horizontal
Proposed TD: 17.095 MD 9,585 TVD
BCP ACP TOTAL
COSTS TO CASING POINT: TANGIBLES
8510-400  |Conductor Casing or Drive Pipe $15,000 $15,000
8510-405  |Surface Casing $65,769 $65,769
8510-410  |Intermediate Casing/Drlg Liner S$152.680 $152.680
8510-415  |Wellhead Equiy t- Surface & MLS $20,000 $20,000
8510-420 _|Other Sub-Surface Equipment s0|
8510-425  |Cementing Equipment $34,050( $34,050
8510-600 Nonoperated $0
8510-700  |lmpairment $0
8510-999  |Accruals S0
TOTAL COST TO CASING POINT - TANGIBLES $287,499 $287.499
COSTS TO CASING POINT: INTANGIBLES
8500-100 Roads/Location $120,000 $120,000
8500-105  |Drilling Turnkey $0
8500-110  |Drilling Daywork $396,000 $396,000
8500-115  |Fuel/Power $96,000 $96,000
8500-125 |Equipment Rental $135,660/ $135,660
8500-130 _ |Legal Fees $50,000 $50,000
8500-135  |Bonds, Permits and Inspection $25.000 $25,000
8500-155  |Mud and Chemicals $60,000 $60,000
B8500-160 |Cementing Services $30,000 $30,000
8500-170  |Supervision/Consulting $65,000 $65,000
B500-175 [Casing and Other Tangible Crew $24,000 $24,000
8500-180 D zes/Penalties 50
8500-185  |Coring and Analysis $0
[8500-190  [Cuttings/Fluids Disposal $125,000 $125,000
B500-195 |Directional Drilling Services $272.500 $272,500|
8500-200 | Drill Bits $51.000 $51,000
8500-210  [Surface Damages/ROW $15,000 $15,000]
B8500-215 |Contract Labor and Services $1,100 $1,100
8500-220  |Mud Logging 50
8500-235  |Reclamation %0
8500-240  |Rig Mobilization/Demob $202.500 $202,500
8500-245  |Fishing Tools and Services $0
8500-250 | Testing-Drill Stem/Production $0
8500-260 |Wireline Services $0
8500-265  [Water $38.250} $38,250
8500-270  |Camp Expenses $43.300 $43,300
8500-285  |Contingencie $142,647 $142.647
8500-290  |[Environmental $0
8500-300  |Overhead S0
8500-350  [Insurance 50
8500-600 |Nonoperated $0
8500-700  |[Impairment $0
8500-999  |Accruals $0
TOTAL COST TO CASING POINT - INTANGIBLES $1,892,957 $1,892,957
COMPLETION COSTS: TANGIBLES
8530-415__|Wellhead $31,900]  §31,900
8530-420  |Subsurface Equipment $0
8530-500  |Production Casing $258,515 $258,515
8530-510  |Tubing $62,494 $62,494
8530-515  [Rods $0
8530-525  |Artificial Lift Equip t $25,000] $25,000
8530-530  |Gas Metering Equif t $48,000 $48,000
8530-535 |LACT Unit 80
8530-540  |Production Facilities and Flowlines $120,000 $120,000
B530-545 | Pumping Unit $0
8530-550_ |Separator, Heater, Treater $75.000 $75.000
8530-555  |Tank Battery $110,000 $110,000
8530-560  |Vapor Recovery Unit 50
8530-590  |Other Misc Equipment $15,000 $15,000
8530-600  |Nonaperated $0
8530-700  |Impairment $0




[8530-999  [Accruals 0
TOTAL COMPLETION COST - TANGIBLES $745,909 $745,909
COMPLETION COSTS: INTANGIBLES

[RZ20-100__|Roads/acatinn SI000n]__s1n,000

8520-120  |Perforating Services $210,000 $210.,000|

8520-125  [Equipment Rental $193,000 $193,000]

8520-135  [Bonds, Permits and Inspection $0

8520-145  |Completion Unit $20,000 $20.000]

8520-150 _ |Frac Plugs $43200]  $43.200]

8520-155 |Mud and Chemicals $95.000 $95,000]

8520-160  |Cementing Services $70,000 $70,000]

8520-165  |Acidizing and Fracturing $1,575,000] $1,575,000]

8520-170  |Supervision/Consulting $49,000{ $49,000|

8520-175 _ [Casing and Other Tangible Crew $15,000)  $15,000|

8520-190  |Cuttings/Fluids Disposal SIO0,0DQ] $100,000]

8520-200  |Drill Bits $3,000 $3,000

8520-210  |Surface Damages/ROW $0|

8520-215  |Contract Labor and Services $5,000] $5.000

8520-230 _ [Pump/Vacuum Trucks $20,000]  $20,000

8520-235  |Reclamation 50|

B520-245  |Fishing Tools and Services 50|
8520-250  |Well Testing $84,000]  $84,000
8520-255 | Trucking and Hauling $0]

8520-260 |Wireline Services $5,000] $5,000
|8520-270  [Camp Expenses $6,000] $6,000
|8520—275 Coiled Tubing Services $54,400 $54,400
|8520-280 Frac Water $382,500 $382,500

8520-285 |Contingencies $258,021]  $258,021

8520-290 |Environmental $0
8520-300  |Overhead $0
8520-350  |Imsurance $0
8520-600  |Nonoperated $0

8520-700  |Impairment %0

8520-999  |Accruals $0

TOTAL COMPLETION COST - INTANGIBLES $3.198,121| $3,198,121
TOTAL WELL COST $2,180,455| $3,944,030| $6,124,485
CHISHOLM ENERGY OPERATING, LLC
Company:

By: By:

Name: Brad Grandstaff Name:

Title: VP Operations Title:

Date: Date:
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November 8, 2018

VIA CERTIFIED MAIL: 7018 0360 0000 5264 4228

Bursake, LLC
P.O. Box 51407
Midland, TX 79710

RE: Outland 14-23 State Com 1BS 9H
E/2 E/2 of Section 14-215-34E &
E/2 NE/4 of Section 23-215-34E
Lea County, New Mexico

To whom it may concern,

Chisholm Energy Operating, LLC (“Chisholm”) hereby proposes the drilling of a horizontal Bone Spring test to a
Measured Depth of approximately 17,325’. The expected surface location for this well is approximately 225’ FNL &
1330’ FEL of Section 14-T21S-R34E with a bottom hole location of 2540’ FNL & 660’ FEL of Section 23-T21S-R34E.
Enclosed is our Authority for Expenditure (“AFE”) reflecting estimated costs of $6,123,997 for a completed well.

Chisholm proposes drilling this well under the terms of a modified 1989 AAPL form Operating Agreement, a copy of
which will be provided upon request. Said Operating Agreement will cover the E/2 of Section 14, Township 21 South,
Range 34 East, and the NE/4 of Section 23, Township 21 South, Range 34 East; and contain the following general
provisions:

e 100/300 Non-consenting penalty

e $7,500/$750 Drilling and Production rate

s Limited to the Bone Spring and Wolfcamp formations
®  Chisholm Energy Operating, LLC named as Operator

In lieu of participation, Chisholm is willing to attempt to negotiate a mutually acceptable farmout or assignment of

your interest within the project area.

Please indicate your election in the space provided below and return one copy of this letter to the undersigned.
Should you elect to participate, please execute and return one copy of the AFE as well. In the event all parties do
not enter into an agreement to develop the proposed project area(s), Chisholm intends to file application(s) for
compulsory pooling with the New Mexico Qil Conservation Division.

Please call at your earliest canvenience to discuss our proposal.

Chisholm Energy Operating, LLC

Beau Sullivan
Landman
(817) 953-0812
Enclosures
Elect to participate in the drilling of the Outland 14-23 State Com 1BS SH.
Elect to farmout/assign our interest on the Outland 14-23 State Com 1BS 9H.
Bursake, LLC
By:
Name:

Title:
Date:

BEFORE THE OIL CONSERVATION DIVISION
Santa Fe, New Mexico
Exhibit No. A-5
Case Nos. 20520 & 20521
Submitted by: Chisholm Energy Operating LLC
Hearing Date: June 13, 2019

Address: Chisholm Energy Operating, LLC 801 Cherry Street Suite 1200 Unit 20 Fort Worth, TX 76102
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Statement of Estimated Well Cost (100%)

Well Outland 14-23 State Com 1BS 9H
Field 1st Bone Spring
County, State: Lea, NM
BHL: Horizontal
Proposed TD: 17325 MD 9,515 TVD
BCP ACP TOTAL
COSTS TO CASING POINT: TANGIBLES
8510-400  |Conductor Casing or Drive Pipe $15.000 $15,000
8510-405  |Surface Casing 365,769 $65,769
8510-410 _|Intermediate Casing/Drlg Liner $152,680 $152.,680
8510-415  [Wellhead Equipment - Surface & MLS $20,000 $20,000
8510-420  |Other Sub-Surface Equipment $0
8510-425  |C) ting Equipment $34,050 $34,050
8510-600  |Nonoperated $0
8510-700 |Impairment $0
8510-999  |Accruals $0
TOTAL COST TO CASING POINT - TANGIBLES $287,499 $287.499
COSTS TO CASING POINT: INTANGIBLES
8500-100  [Roads/Location $120,000 $120,000
|8500-105 | Drilling Turnkey $0
8500-110 | Drilling Daywork $396,000 $396,000
8500-115  |Fuel/Power $96.000 $96,000
8500-125 Equipment Rental $135,660 $135,660
§500-130 Legul Fees $50,000 $50,000
8500-135 | Bonds, Permits and Inspection $25.000 $25,000
8500-155  |Mud and Chemicals $60,000 $60,000
8500-160  |Cementing Services $30,000 $30,000
8500-170  [Supervision/Consulting $65,000 $65,000
8500-175  |Casing and Other Tangible Crew $24,000 $24,000
8500-180  |Damages/Penalties $0
8500-185  |Coring and Analysis S0
8500-190  |Cuttings/Fluids Disposal $125,000 $125,000
8500-195  |Directional Drilling Services $272,500 $272,500
8500-200  |Drill Bits $51,000 $51,000
8500-210  [Surface Damages/ROW $15,000 $15,000
8500-215  [Contract Labor and Services $1,100 $1,100
8500-220  [Mud Logging $0
8500-235  |Reclamation $0
8500-240  |Rig Mobilization/Demob $202,500 $202,500
B500-245 | Fishing Tools and Services S0
8500-250 | Testing-Drill Stem/Production $0
8500-260  |Wireline Services $0
8500-265 |Water $38,250 $38,250
8500-270 {Camp Exp $43,300 $43,300
8500-285  |Contingencics $142,647 $142,647|
8500-290 |Environmental $0
8500-300  |Overhead S0
8500-350  |Insurance $0
3500-600 Nonoperated $0
8500-700  |Impairment $0
8500-999  |Accruals $0
TOTAL COST TO CASING POINT - INTANGIBLES 51,892,957 $1,892,957
COMPLETION COSTS: TANGIBLES
8530415 _|Wellhead $31,000] __ $31,900
8530-420  |Subsurface Equipment 50
8530-500 Production Casing $258,515 $258,515
8530-510  |Tubing $62,038 $62,038
8530-515  |Rods $0
8530-525  |Artificial Lift Equi $25,000 $25,000
8530-530 |Gas Metering Equiy $48,000]  $48,000
8530-535  |LACT Unit $0
8530-540  [Production Facilities and Flowlines $120,000 §120,000
8530-545 |Pumping Unit $0
8530-550  |Separator, Heater, Treater $75.000 $75,000
8530-555  |Tank Battery $110,000 $110,000
8530-560 | Vapor Recovery Unit $0
8530-590  |Other Misc Equipment $15,000 $15,000
8530-600  |Nonoperated $0
8530-700 _ |[Tmpairment $0]




8530-999  |Accruals $0
TOTAL COMPLETION COST - TANGIBLES $745.453 $745.453
COMPLETION COSTS: INTANGIBLES
R32U-100 [Reads/Uocation $10,000 $10,000
8520-120  |Perforating Services $210,000 $210,000]
8520-125 |Equip t Rental $193,000 $193,000
8520-135 |Bonds, Permits and Inspection $0
|8520-145  |Completion Unit $20,000 $20,000
[8520-150 |Frac Plugs $43.200]  $43.200
[8520-155 _ |[Mud and Chemicals $95,000 $95,000]
8520-160  |Cementing Services $70,000 $70,000
8520-165 |Acidizing and Fracturing $1,575,000{ $1,575,000
8520-170  |Supervision/C Iting $49,000 $49,000
8520-175  |Casing and Other Tangible Crew $15,000 $15,000
8520-190  |Cuttings/Fluids Disposal $100,000 $100,000
8520-200 | Drill Bits 7= $3,000] $3,000
8520-210  [Surface Damages/ROW 0]
8520-215  |Contract Labor and Services $5,000] $5,000
8520-230  |Pump/Vacuum Trucks $20,000] $20,000
8520-235 |Reclamation so0|
8520-245  |Fishing Tools and Services 50|
8520-250  |Well Testing $84,000 $84.,000
8520-255 Irucking and Hauling 30
8520-260  |Wireline Services $5,000 $5.000
8520-270 |Camp Exj $6,000 $6,000
8520-275  |Coiled Tubing Services $54,400 $54.400
8520-280 |Frac Water $382,500 $382,500
B520-285  |Contingencies $257,989 $257,989
|8520-290  |Environmental $0
[8520-300 |Overhead 30
[8520-350  [Insurance 30
8520-600 |Nonoperated S0
8520-700  |Impairment $0
8520-999 |Accruals $0
TOTAL COMPLETION COST - INTANGIBLES $3,198,089| $3,198,089
TOTAL WELL COST $2,180,455| $3,943.541| $6,123.,997

CHISHOLM ENERGY OPERATING, LLC

By:
Name:
Title:
Date:

Brad Grandstaff

VP Operations

Company:

By:

Name:

Title:

Date:




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

APPLICATION OF CHISHOLM ENERGY
OPERATING, LLC FOR COMPULSORY
POOLING, EDDY COUNTY, NEW MEXICO.

CASE NOS. 20520 & 20521

AFFIDAVIT OF BILL FRANCIS
IN SUPPORT OF CASE NOS. 20520 & 20521

Bill Francis, of lawful age and being first duly sworn, declares as follows:

i My name is Bill Francis. I work for Chisholm Energy Operating, LLC
(“Chisholm”) as a Geologist.

2. I have previously testified before the New Mexico Qil Conservation Division as
an expert witness in petroleum geology. My credentials as a petroleum geologist have been
accepted by the Division and made a matter of record.

3. [ am familiar with the applications filed by Chisholm in these consolidated cases,
and [ have conducted a geologic study of the lands in the subject areas.

4, In these cases, Chisholm is targeting the Bone Spring formation.

3] Chisholm Exhibit B-1 is a thickness map of the upper First Bone Spring Sand.
The standard horizontal spacing units for the Outland 14-23 State Com 1BS No. 8H and the
Outland 14-23 State Com 1BS No. 9H wells are marked by a red dashed line. Existing First
Bone Spring producers are marked and depicted by red circles.

6. Chisholm Exhibit B-2 is a subsea structure map that I prepared off the top of the

First Bone Spring formation. The contour interval is 50 feet. The structure map shows that the

1 BEFORE THE OIL CONSERVATION DIVISION
Santa Fe, New Mexico
Exhibit No. B
Case Nos. 20520 & 20521
Submitted by: Chisholm Energy Operating LLC
Hearing Date: June 13, 2019



Bone Spring is dipping to the west. The struclure appears consistent in this section. I do not
observe any faulting, pinchouts, or other geologic hazards to developing a horizontal well.

f. Chuisholm Exhibit No. B-2 shows four vertical wells, depicted by blue squares,
that were used to construct a cross-section from A to A’. I consider these wells to be
representative of the geology of the area.

8. Chisholm Exhibit No. B-3 is a stratigraphic cross section prepared by me for the
four representative wells from A to A’. The exhibit shows logs for gamma ray, resistivity, and
porosity for all four wells. The proposed target interval is labeled and depicted in yellow. The
logs in the cross-section demonstrate that the target intervals within the First Bone Spring are
consistent in thickness, across the entire spacing units.

9. Based on my geologic study of the areas, [ have not identified any geologic
impediments to drilling horizontal wells in the area.

10.  Inmy opinion, each tract comprising the proposed spacing units will be
productive and contribute more-or-less equally to production from the wellbore.

11.  Inmy opinion, the granting of Chisholm’s applications in these consolidated cases
is in the best interest of conservation, the prevention of waste, and protection of correlative
rights.

12. Chisholm Exhibits B-1 through B-3 were either prepared by me or compiled

under my direction and supervision.



V) /8

BILL FRANCTS

STATE OF TEXAS )
)

COUNTY OF TRRRANT )
SUBSCRIBED and SWORN to before me this | i-H\ ay of Jufe R019 by Bill

Francis. b
DARLENE ANN GATES S Q )
N()“‘)\RY PUBLIC

-.Ilm,,
t\'l’g ’{
r._ Notary Public, State of Texas

Comm. Expires 03-06-2022
Notary ID 4771884
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My Commission Expires
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Exhibit No.B-1
Case Nos. 20520 & 20521
Submitted by: Chisholm Energy Operating LLC
Hearing Date: June 13, 2019
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STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL CONSERVATION DIVISION

APPLICATION OF CHISHOLM ENERGY
OPERATING, LLC FOR COMPULSORY
POOLING, EDDY COUNTY, NEW MEXICO.

CASE NOS. 20520 & 20521
AFFIDAVIT
STATE OF NEW MEXICO )

) ss.
COUNTY OF SANTAFE )

Julia Broggi, attorney in fact and authorized representative of Chisholm Energy Operating,
LLC, the Applicant herein, being first duly sworn, upon oath, states that the above-referenced

Applications have been provided under the notice letters and proof of receipts attached hereto.
\?<‘Q‘“" Q’Y\ s
QJulia Broggi O x

SUBSCRIBED AND SWORN to before me this 12th day of June, 2019 by Julia Broggi.

s

Notary Public

v i) -'.‘.‘.‘_'" .

2 o o R Yo
My:Commission Expires:

Asast Zie, 202
_,;;\U i

A

L -

'y
or put

BEFORE THE OIL CONSERVATION DIVISION
Santa Fe, New Mexico
Exhibit No. C
Case Nos. 20520 & 20521
Submitted by: Chisholm Energy Operating LLC
Hearing Date: June 13, 2019



Recognized Specialist in the

s Area of Natural Resources —
Oil and Gas Law — New Mexico Board
of Legal Specification
mfeldewert@hollandhart.com

HOLLAND &HARTLP g Michael H. Feldewert

May 24, 2019

VIA CERTIFIED MAIL
CERTIFIED RECEIPT REQUESTED

TO: ALL INTEREST OWNERS SUBJECT TO POOLING PROCEEDINGS

Re:  Application of Chisholm Energy Operating LLC for compulsory pooling, Lea
County, New Mexico.
QOutland 14-23 State Com 1BS 8H Well

Ladies & Gentlemen:

This letter is to advise you that Chisholm Energy Operating, LLL.C has filed the enclosed application
with the New Mexico Oil Conservation Division. This application will be set for hearing before a
Division Examiner at 8:15 a.m. on May 30, 2019 and the status of the hearing can be monitored
through the Division’s website at http://www.emnrd.state.nm.us/ocd/. The hearing will be held in
Porter Hall in the Oil Conservation Division’s Santa Fe Offices, located at 1220 South Saint
Francis Drive, Santa Fe, New Mexico 87505. You are not required to attend this hearing, but as
an owner of an interest that may be affected by this application, you may appear and present
testimony. Failure to appear at that time and become a party of record will preclude you from
challenging the matter at a later date.

Parties appearing in cases are required by Division Rule 19.15.4.13.B to file a Pre-hearing
Statement four business days in advance of a scheduled hearing. This statement must be filed at
the Division’s Santa Fe office at the above specified address and should include: the names of the
parties and their attorneys; a concise statement of the case; the names of all witnesses the party
will call to testify at the hearing; the approximate time the party will need to present its case; and
identification of any procedural matters that are to be resolved prior to the hearing.

If you have any questions about this matter, please contact Beau Sullivan at (817) 953-0812 or
bsullivan@chisholmenergy.com.

Sincerely, /’, p
e a1 00

Michael H. l[:’eldewert
ATTORNEY FOR CHISHOLM ENERGY OPERATING,

LLC

T 505.988.4421 F 505.983.6043

110 North Guadalupe, Suite 1, Santa Fe, NM 87501-1849
Mail to: P.O, Box 2208, Santa Fe, NM 87504-2208
www.hollandhart.com

Utah
Washington, D.C.
Wyoming [+3

Montana
Nevada
New Mexico

Alaska
Colorado
Idaho




— Michael H. Feldewert
HOLLAND &HART ﬁ Recognized Specialist inrthe
Area of Natural Resources —
Oil and Gas Law — New Mexico Board

of Legal Specification
mfeldewert@hollandhart.com

May 24, 2019

VIA CERTIFIED MAIL
CERTIFIED RECEIPT REQUESTED

TO: ALL INTEREST OWNERS SUBJECT TO POOLING PROCEEDINGS

Re:  Application of Chisholm Energy Operating LLC for compulsory pooling, Lea
County, New Mexico.
QOutland 14-23 State Com 1BS 9H Well

Ladies & Gentlemen:

This letter is to advise you that Chisholm Energy Operating, LLC has filed the enclosed application
with the New Mexico Oil Conservation Division. This application will be set for hearing before a
Division Examiner at 8:15 a.m. on May 30, 2019 and the status of the hearing can be monitored
through the Division’s website at http://www.emnrd.state.nm.us/ocd/. The hearing will be held in
Porter Hall in the Oil Conservation Division’s Santa Fe Offices, located at 1220 South Saint
Francis Drive, Santa Fe, New Mexico 87505. You are not required to attend this hearing, but as
an owner of an interest that may be affected by this application, you may appear and present
testimony. Failure to appear at that time and become a party of record will preclude you from
challenging the matter at a later date.

Parties appearing in cases are required by Division Rule 19.15.4.13.B to file a Pre-hearing
Statement four business days in advance of a scheduled hearing. This statement must be filed at
the Division’s Santa Fe office at the above specified address and should include: the names of the
parties and their attorneys; a concise statement of the case; the names of all witnesses the party
will call to testify at the hearing; the approximate time the party will need to present its case; and
identification of any procedural matters that are to be resolved prior to the hearing.

If you have any questions about this matter, please contact Beau Sullivan at (817) 953-0812 or
bsullivan@chisholmenergy.com.

Sincerely,
Michael H. Feldewert

ATTORNEY FOR CHISHOLM ENERGY OPERATING,
LLC

T 505.988.4421 F 505.983.6043
Alask, Mont
110 North Guadalupe, Suite 1, Santa Fe, NM 87501-1849 ora ontana o
Mail to: P.O. Box 2208, S Fe NM 87504-270 Colorado Nevada Washington, D.C
al to: ox  >anta Fe, NM 87504-2208 Idaho New Mexico Wyoming Es)

www.hollandhart.com
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UNITED STATES

p POSTAL SERVICE &
A. Mailcr Action

Note to Mailer: The labels and volume associated to
this form online, must match the labeled packages being
presented to the USPS® employee with this form.

CHISHOLM/OUTLAND 8H & 9H
CASE NOS. 20520 & 20521

Type of Mail

Shipment Confirmation
Acceptance Notice

Shipment Date: _05/24/2019

Shipped From:
Name: HOLLAND & HART LLP
Address: 110 N GUADALUPE ST # 1

City:_SANTA FE
State: NM ZIP+4e 87501

Volume

Priority Mail Express®*

Priority Mail® 0

First-Class Package Service®

Returns

International*

Other 35
Total 35

*Start time for products with service guarantees will begin when mail arrives at the local Post Office™ and
items receive individual processing and acceptance scans.

B. USPS Action

Note to RSS Clerk:
. Home screen > Mailing/Shipping > More
. Select Shipment Confirm

OB WN =

. Select Pay and End Visit to complete transaction

I

. Scan or enter the barcode/label number from PS Form 5630
. Confirm the volume count message by selecting Yes or No

USPS SCAN AT ACCEPTANCE

9275 0901 1935 6200 0014 6971 65

USPS EMPLOYEE: Please scan upon pickup or receipt of mail,
Leave form with customer or in customer’s mail receptacle.

PS Form 5630, September 2016  PSN 7530-08-000-4335
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Affidavit of Publication

STATE OF NEW MEXICO
COUNTY OF LEA

[, Daniel Russell, Publisher of the Hobbs
News-Sun, a newspaper published at
Hobbs, New Mexico, solemnly swear that
the clipping attached hereto was published
in the regular and entire issue of said
newspaper, and not a supplement thereof
for a period of 1 issue(s).

Beginning with the issue dated
May 26, 2019

and ending with the issue dated
May 26, 2019.

Publisher i

Sworn and subscribed to before me this
26th day of May 2019.

bunce et

Business Manager

My commission expires . —
o T AT R LT AT e *s‘l--‘f".%

Janude, 208" 1)
s OFFICIAL SEAL ®
i | GUSSIE BLACK | |
% : Notary Pu::lc | ll
' ity State of New Mexico 1
‘:': My Commission Expires LM 1’

Thi!s"‘,\ne_wspap,e.r.pist,,dvuly,qualified to.publish™*”"
legal notices or advertisements within the

LEGAL NOTICE
MAY 26, 2019

- STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES
DEPARTMENT

OIL CONSERVATION DIVISION
SANTA FE, NEW MEXICO

The State of New Mexico through its Oil Conservation
Division hereby gives notice pursuant to law and the Aules
and Regulations of the Division of the following Fubfle
hearing to be held at 8:15 A.M. on June 13, 2019, in the Oil
Conservation Division Hearing Room at 1220 South St.
Francis, Santa Fe, New Mexico, before an examiner duly
'arpoint for the hearing, If you are an Individual with a
disabllity who is'In need of a reader, amplifier, qualified sign
language interpreter, or any other form of auxillary aid or
service to attend warﬂclpate in the hearing, please
contact: Florene Davidson at 505-476-3458 or through the
New Mexico Relay Network, 1-800-659-1779 by June 3,
2019, Public docurnents, in‘cludlngm;ha agenda and minutes,
can be provided In various accessible forms. Please contact
Florene Davidson if & summary or other type of accessible
form is needed.

HFQE gg HEFQ M’gﬁacg TO:
named parties and persons
havln? any right, title, interest
or clalm in the following case

and notice to the public.

LNOT_E: All land descriptions herein refer to the New Mexico
rincipal Meridian whether or nol so stated.)

To: All overriding rogaily Interest owners and pooled
Barﬂea.- Including: Bursake, LLC; Magnum Hunter

roduction, Inc.; Hayes Land & Production, LP;
McAnso, LLC; BEXP |, LP: Arajcﬁa Corporation; Gollins

Ware, Inc.; ConocoPhillips chrana: Marshall &
Winston, Inc.; RJR Resources; Timothy R, MacDonald,
his heirs and devisees; Willlam Scott Ramsey, his heirs
and devisees; Wilson Oil comEany' Ltd.; Belinda
Garner, her helrs and devisees; EGL éxploml_on. LP;
Kyle R. Burnett, his helrs and t_i'avlsau;‘ Marathon ol
Permian, LLC; Maonica Gersh, her helrs and devisees;
Nancy Lamb, his heirs and devisees; Nearburg
Produclng Company Employee Fund; an_ll'n_l.aamb, her
heirs and devisees; Penny Lamb Mclntyre, her heirs
and devisees; Placer Limited; Printz i, LLC; Hal \J.
Rasmussen, his heirs and devisees; Sally Lamb
Chumbley, her heirs and devisees: Schuyler M.
Paulson, his/her heirs and devisees; Ted F. Gawloskl,
his helrs and devisees; ZPZ Delaware |, LLC; Southwest
Royalties, Inc.

Case No. 20620: Application of Chishalm Energy
Operating, LLC for compulsory pooling, Lea County,
New Mexico. Applicant in the above-styled cause seeks an
order pooling all uncommitted interast owners in the Bone
Spring formation underlying a 240-acre, more or less,
horizontal spacing unit comprised of the Wi2 E/2 of Section
14 and the W/2 NE/4 of Section 23 , Township 21 Sauth,
Range 34 East, NMPM, Lea Gounty, New exico. The
above-referenced unit will be dedicated to the proposed
Outland 14-23 State Com 1BS BH Well, which will be
horizontally drilled from a surface location in the NW/4 NE/4
Unit B) of Section 14 to bottom hole location in the SWid
Ef4 (Unit G) of Sectlon 23. The completed Interval for the
well will comply with the setback r ulrements sel forth in
the statewide rules. Also, 10 be considered will be the cost
of driling and completing the well; the allocation of the cost
thereol, as well as actual operating costs and charges for
supervision, designation of Chisholm Energ Operating,
LLC as operator, and a 200% charge for risk Involved in
drilling and completing each well. Said area s located
ggﬂg;imately 1% miles west of Eunice, New Mexico.

67100754 00228731

HOLLAND & HART LLC
PO BOX 2208

SANTA FE,, NM 87504-2208 g THE OIL CONSERVATION DIVISION

Santa Fe, New Mexico
Exhibit No. D
Case Nos. 20520 & 20521
Submitted by: Chisholm Energy Operating LLC
Hearing Date: June 13, 2019

meaning of Section 3, Chapter 167, Laws of
1937 and payment of fees for said
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e B PP ar Dot et SHE, e e, o afe 0L BB
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he clipping attached hereto was publi sarvice to attend or participate in the hearing, pleasa
the clipp e f said Riintics: Florene Davidson at'505-476-348 of thuoug the
in the regular and entire issue of s N& &axib'o Relay Network. 1-800-659-1779 by June 3,
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Ta: Al overriding royal Interest owners and ooled
Bm?srgs-,;nqludlgg: Eugaké. LLC; Magnum Hunter
roduction, Inc.; Hayes Land & Production, Lp:
L LLC; BEXP I, LP; A Jache Corporation; Collins
& Wate, Inc.; ConocoPhillips Comra'na; Marshall’ &
. wfh_qgn_n.lac.;.ﬂd_ Resources: Timo hy . MacDonald,
his helvsand devisees; William Scott Hamagy. his helrs
a sees; Wilson 0il Com any _Ls . Belinda
Garner, fier heirs and devisees; EGL Exp oratlon, LP:
Kyle By Burnett, his helrs and devisees: Marathon Ol
P LLC; Monica Gersh, har helre o] devisees;
cy.,amb, his heirs and devisees; Nearburg
Produci) ‘Company Emp!a‘y'e‘e-_Funﬂ; Noelle' Lamb, her
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and deVisees; Placer Limited; Printz |l, LLC; Hal J.'
Rasmissen, hig heirs and devisees; Sally Lamb
Chumb sg, her heirs and devisees; Schuyler M.
Paulsan, his/her heirs and devisees; Ted F, Gawlosk,
his heirs and devisees: zpz Delaware |, LLG: Southwest
Rayaltigs, Inc. \ /

L) 5 . .

- Case No, 20521: Application of Chisholm Ener
Publisher Operating, LLC for compuisory pooling, Lea County,
Naw Mexico. Applicant in the above-styled cause seeks an
before me this ggl?nipa;olin'g !EI” uncoénn'l.'irited ]ntg;aost OWNers in the ?one
; e ring formation underlying ‘a -8Cr8, more or less,
bl N e i Bt
) the of Section 23; Towns outh,
26th day of May Range 34 East, NMPM, Lea Gounty, New Mesiee, The
above!feferenced unit will be dedicated to the proposed

Outfand 14-23 State Com 1BS 9H Well, which will be

- horizontally drilled from a surface location in the NW/4 NE/4

&Urﬂ: B)rof Section 14 to bottom hole location in the SE/4

‘ _Eﬁiw%xit H) of Section 23. The completad interval for the
AL wellwill comply with the ssiba _

' er ol dhlling and completing the well, the allocation o the cost
Business Manag thdcil‘é‘é‘f.’ gas well as’.}actugl operaling costs and charges for
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P i T Tt T T e L 0 ' e G { xetin
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meaning of Section 3, Chapter 157, Laws of
1937 and payment of fees for said



