State of New Mexico
Energy, Minerals and Natural Resources Department

Susana Martinez

Govermnor
BDave Martin : David R. Catanach
Cabinet Secretary Division Director

0Oil Conservation Division
Brett F. Woods, Ph.D.
Deputy Cabinet Secretary

August 24, 2015

William F. Carr, Esq.

Attorney for COG Operating LLC
1048 Paseo De Peralta

Santa Fe, New Mexico 87501

Re:  Regquest for Extension to Complete
Cookie Tosser State Com Well No. 1H (30-015-42439)
Division Order No. R-13986 (Case No. 15276).

Dear Mr. Carr;
The Division received your request dated August 19, 2015.

The compulsory pooling order for the subject well required that well to be drilled and completed
within 120 days of the spud date. The well was spud on July 19" according to Division records
and according to your letter, will not be completed by November 19%, 2015.

It is our understanding that budgetary and scheduling issues will prevent the completion of this
well prior to the required date. Finding paragraph (7) of this compulsory pooling order stated
that no other party contested the case. -

The OCD has reviewed your request and hereby extends the date to complete this well another
four months, to March 19", 2016.

If you have any question, please contact William V. Jones at williamv.jones @state.nm.us or call
(505)-476-3477. |

Sincerely;

Lo R s

DAVID R. CATANACH
Director

Cc:  O1l Conservation Division — Artesia District Office

DRC/wvij

1220 South St. Francis Drive « Santa Fe, New Mexico 87505
Phone (505} 476-3440 = Fax (505) 476-3462 « www.emnrd.state.nrq,usfocd
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VIA HAND-DELIVERY

Mr. David Catanach, Director

Oil Conservation Division

New Mexico Department of Energy, Minerals and Natural Resources
1220 South Saint Francis Drive

Santa Fe, New Mexico 87505

Re: Order No. R-13986/Case No. 15276: Application of COG Operating LLC for a non-
standard spacing and proration unit and compulsory pooling, Eddy County, New
Mexico.

Dear Mr. Catanach:

Division Order No. R-13986 granted COG Operating LLC's application for a non-standard
spacing unit and compulsory pooling on May 15, 2015. The order authorized the drilling of COG’s
Cookie Tosser State Com Well No. 1H (APl No. 30-15-42439) at a location in the E/2 E/2 of Section
16, Township 18 South, Range 30 East, NMPM, Eddy County, New Mexico. A copy of the order is
attached for your convenience.

Ordering Paragraph 6 of Order No. R-13986 requires the subject well be drilled and
completed within 120 days after commencement thereof or the order shall be of no further effect
unless COG obtains a time extension from the Division Director. COG commenced the drilling of
this well on July 19, 2015. However, due to current budgetary and scheduling.issugs, COG will not
be able to complete this well within 120 days (November 16, 2015) as provided Ey this order.

Therefore, COG respectfully requests an extension until March 15, 2016 to complete the
Cookie Tosser State Com Well No. 1H. -

Thank you for your time and attention to this matter.

Sincerely,

William F. Carr
Senior Counsel

Enclosure
cc: Aaron Young, RPL

CORPORATE ADDRESS SANTA FE OFFICE

One Conche Center | 600 West lllinois Avenue | Midland, Texas 73701 1048 Paseo De Peralia | Santa Fe, New Mexico 87501
P 432.883.7443 | F 432.683.7441 P 505.780.8000 | F 505.428.0485
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‘ CONS[DER[NG

.o STATE OF NEW MEXICO
ot ENERGY , MTNERALS AND NATURAL RESOURCES DEPARTM ENT
T P OIL CONSERVATIO‘I DIVISION '

IN ‘THE MATTER OF THE HEARING

" CALLED BY THE OIL CONSERVATION

DIVISION FOR THE PURPOSE oF -

'CASE NO.15276 .
ORDER NO. R-13986
APPLICATION OF COG OPERATING- LLC FOR A NON-STANDARD
SPACING AND PRORATION UNIT AND COMPULSORY POOLING, EDDY
COUNTY,NEWMEXICO. "} .

ORDER Ol" THE DIVISION

t

'BYTHEDIVISION o f " R

“This case came on for heanng at 8:15 a.m.-on March 19, 2013, and on April 30,

2015, at Sarita Fe, ‘New Mexico, before Exammcr Phr]hp R. Goetze.

NOW, on thrs 15" day of May, 201 5, the DlVlsron Director, havmg consrdered the

testimony, the record and the reoommendatrons of the anmmer

FINDS THAT:

< 1y, Due pubhc notlce has been grven and the Division has Junsdlctron of this
case and of the Sllb_]ECt matter. : :

A2) COG Operatmg LLC (the “Apphcant") seeks approval of a non- standard

'160 -acr€, more or less, oil spacing and profation unit and project area’ {the "Unit") in the

East Loce Hills-Boné Spring Pool (Pool code 39513) consrstmg of the E/2 of the B2 of -
Section 16, Townshrp 18 South, Range 30 East, NMPM, in Eddy County, New Mexico.
Applicant further secks an order poolmg all uncommntted 1nteresls in the Unit for the :
Bone Spnng formation. : :

(3) The Unit wr]l be dedrcated to App]rcant s. Cookre Tosser State Com Well

No. IH (the “proposed well"; API No. 30:015- -42439), a horizontal well to be drilled

from a surface location 300 feet from the North line and 990 feet from the East line (Unit

letter A) ‘of Section 16 to a staridafd: terminug 330 fect from the South line anid 330 feet

from the East line (Unit letter P) of Section 16. The completed interval of the proposed

~ wéllin the Bone Spnng formation wrll be orthodox
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(4)  The.proposed well is within the iEast Loco Hills-Bone Spring Pool.
* Spacing-in this pooI is govemcd by statewidc-Rule-19.15.15.9A. NMAC, which provides
for standard 40-acre units,: each comprising a govemmental quartcr quarter section. The

" proposed Unit and project area consists of four adjacenl quarter-quazter sections.

P

(5) App]:cant appcarcd at the hcanng lhrough counsel and presentcd land and

geologic evidence to the effect that: v .. [ : : T
(a) The Bone Sprmg formauon mclusnve of the 27 Bone Spnng sand
" . .inthis area is suitable for. developmcnt by honzontal dnllmg,

(_b) " the proposed orientation of the horizontal well Nonh to South or
South to North is appropnate for lhc Unit;
2 () ol quaner—quaner sections to, be mcluded in the Unit are expected
: " tobe productive in the Bone Spring fonnatlon 50 that formation of
the Unit as fequested will not impair correlative rights; and

(d)  Applicant provided notice of this application to all uncommitted

interest owners by certified mail, return receipt requested.

'(6)  -Applicant also completed additional notxf’ catlon requirernent due to lhc
change in the surface location from. the location prowded in the ongmal apphcauon

(7)  Noother party appearcd at the heanng, or othenwse opposed the grantmg
" of thls apphcation . . ,

". The Division conc]udes as follows:

. . (8 Approval of the proposed non- standard unit will enable Apphcant to drill
" .a horizontal well that will efﬁcwntly produce the teserves underlymg the Unit, thereby
preventing waste, and wnll not impair correlative rights.

(®  Twoor more scparately owned tracts are embraced w:thm the Umt and/or
there are royalty interests and/or undmded interests in oil and gas mmerals in one or
more tracts mcluded in the Unit that are separately owned,

(10) Apphcam is owner of an onl and gas working mtcrest w1thm the Urut
Apphcant has the right to drill and proposes to drill the proposed well to a common
source of supply wnhm the Unit at ‘the proposed focation. \

- )] Thore are interest owners in the Uo;t that have not agreed to pool their
- .interests. ' S : ' E . T ,

(12} To avotd the dnllmg of unnecessary wells, protect ‘correlative . rights, .

prevent waste and afford to the owner of each interest in the Unit the opportumty to

RN
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. recver or receive without unneceéssary expense lts _]USt and fair share of hydrocarbons

this application should be approved.by. poolmg all uncommmcd mterebts whatever lhcy

‘ wmaybe m the otland gas wathm tthmt T T R

(O . A I, :
: (l 3) .COG Operatmg LLC should be des:gnated the 0perat0r of the proposed well

B . . " .
RS . [ L]

(I4) Any pooled working -interest owner who does not pay its share of

 estimated. well costs should have w1thheld from production‘its share of reasonable well

. ‘costs plus.an additiohal 200% thereof &s a"reasonable chargo for thc fisk involved m
‘ dnlimg the proposed well. - e RN :.

- +(15)  Reasonable charges for superwston (combmed ﬁxcd rates) should be fixed

at $7 000 per morith while drilling and $700‘per’ month while producing, provided that *
T these rates should b¢ adjusted annually pursiant to ASectlon TIE l Al of the COPAS form
titled “Accounrmg Procedure-Joint Opemtmns ‘

H

.
‘e . .o
"“l B +y [ S L

o lT IS THEREFORE ORDERED THAT:

- <
WA ) e A * 'il: N

po? (l) 11 A fion-standard 160 -acre, more or Iess oil spacmg and proration unit and -

- project area'(the “Unit”) is hcreby established for the East Loco Hills-Bene Spring Pool

3 underlymg the Umt are hereby poolcd

:(Pool codé 39513) cons:stlng ‘of the E/2 of the E/2 of. Sectlon 16 Townshlp 18 South .
_ Range 30 East, NMPM in Eddy County, New Mexlco :

(2) " Pursuant to the apphcatton of COG Opcratmg LLC -all uncommlttcd

‘interests, whatéver - they may be, in-the oil’ andlgas i the Bone Spnng fon‘nallon

. ",
,i

: {(3) The Unit shal] be dedicates t6 Appllcant s Cookic Tosscr State Com
Well No. :1H (the “‘proposed well"; API No. 30:015-42439), a-hofizontal well to be
‘drilled from a surface location 300 feet. from the North fine and-990 feet from the East

Iine (Unit letter 'A) of Section 16 to.a standard terminus 330 feet fromi the South:line and

330 feet from the East line (Unit letter P) of Secl:on 16. The completed interval of the -

proposod well in the Bone Sprmg formation will be orthodox

P o TRt RS ..

(4) The .operator of the Umt shall commcncendnllmg the proposed well on or

" . before May 31,.20162 and shall thereafter contmue dnllmg the. proposed well wnth due
‘dlhgencc to test ‘the Bone Spnng formatlon ' ‘

PR B Y . .
$) In the event the operator does not commence - drilling the proposed welt on

" "operator obtains t1rne extensuon from the- Dmsmn Dlrector for good causo dernonslrated

,bysatlsfactory cwdencc SRR . o

()] Should the proposed well not be dnlled and complcted w1th1n 120 days

" after commenccrnent thereof' thcn Otderirig Paragraphs (l) and (2) shall be of no funhcr

. re

- it -
TR A
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. effect, and the unit and project drea created by, this ordér. shall terminate, unless operator
appears-before the Division Director and obtains.an ¢xtension,of the t:mc,for completion -
of the proposed well for good cause shown by sausfactory evidence. Ifithe. proposed well’

is not completed in all of the quarter-quarter sections ‘included in the proposed Unit
wuthm 120 days afler’commencement of. drilling,: then the ‘operator shall apply to"the
Division for an amendment to this Order to contract the Unit so thal it mcludos only those

: quartcr—quartcr sections in which the well is completed

Lo R S .

o (7) Upon final plugging and-abandonment of lhe proposcd well and any olher

" welldrilled on the Unit pursuant o Division Rulé'19.15.13.9 NMAC, the pooled Unit
* created by this Order shall terminate, unless this Order has been amended to authonze

further opcratlons
g e

(8) : COG Operatmg LLC (OGRID 229137) is hcreby desagnated the Operator

A ' ! i

"'VofthewellandtheUmt T . Sorig

e .

(9) After poollng, uncommltted workmg interest owners arc rcferred to as
pooled working interest owners. ("Pooled working® interest owners” are owners of
working interests in the Unit, including unleased mineral mterests who are riot parties to
an operating agreement goveming the Unit.) After the effective date of this Order, the

* operator shall fumish the Division and each known. poolcd working interest owner in the

Unit an '.termzcd schedule- of est\mated costs of. dnllm;,, completmg and equipping the‘
proposcd well ("Well costs"). - C o . st

(10 . Wuhm 30 days from the date the: schedu]e of esnmated well costs is
{urnished, any pooled workmg .mterest owner shall have the right to pay its share of
estimated well costs to the operator in lieu of paymg tits share of reasonable well costs out

.. of production as_hereinafter provided, and any :such owner who pays its. share of
* estimated . well costs as provided above shall remain liable for operatmg costs biit shall

not be liable for risk chargcs ‘Paaled working, interest owners whe elect not to-pay their
share of estimated well costs as'provided in thlS paragraph shall thcreaﬁer be referred to
,as “non- conscntmg waorking interest owners A Sosat

_ (11) The Operator ‘shall ‘furnish the lDivision and' each known pooled working
intérest owner (including non-consenting working interest owners) an itemized schedule
of actual wellicosts within 90 days following completion of the proposed well. If no
objection-to the actual well costs is received by the Division, and ‘the Division has not
objected, within 45 days following receipt of the. schcdule ‘the actual ‘well costs shall be
deenicd to be the reasonable well costs. If there is an objectlon to actual well costs wnhm
the 45- ~day period, the Division will determine reasonable woll costs aﬁer public notlce

:andheanng o . I

! ‘3 ' .
:

(12) Within 60 days following dctermmatlon of ‘'reasonable well costs any

-pooled working interest owner who has paid its share of estimated costs in advance as

", provided above shall pay to'the operator its'share of the amount that reasonable well costs

o b ' i
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. exceed esfimated.well costs.and.shall-receive fromm the operator the amount, if any, that

the estimated wel] costs it has paid exceed its share of reasonablcwell casts:

: (1'3) .The operator is hereby authorized to wnhhold the fol!owmg costs and

charges from productlon from each well: 1
" ! ll. ,\31.9‘1:, -3
‘ R
' '(a]  the proportmnale share of : reasonablc
attributable to each non- conser_l

O : _owner and

s L

(l;) . as a charge for the nsk mvolved in dnll f )
’ 200% of the above costs. | ‘T _A

(14) The "operator shal! distribute the' costs and chargesl wrthheld from
productmn propomonalcly, to the parties who advanccd the wcll costs : .

‘(l 5}  Reasonable charges for supervision (combinéd fixed rates) for the well are
hereby fixed at $7,000 per month while drilling and $700 per month whilé producing,
provided that these rates shall be adjusted annually pursuant to Sectioln III.1.A.3. of the
COPAS form titled “Aecounting  Procédure-Joint Operations.”  The -operator is
authorized to withhold from production the propomonatc share of both the supervision

- charges and thé actual expenditures required for operating the well, not in excess of what

are reasonable, attributable to pooled workmg interest owners.

(16) Excepl as provided in Paragraphs (13) and (15) above, all proceeds from

+ production from the proposed well that are not disbursed for any reason shall be held for
the account of the person or persons entitled thereto pursuant to the Oil and Gas Pro¢eeds
" Payment Act (NMSA 1978 Sections 70-10 1 through 70-10-6, as' amended). If not

disbursed, such proceeds shall be tumed over to the appropriate autherity as and when
required by the Uniform Unclaimed Property Acl (NMSA 1978 Sections 7-8A-1 through

_70 -8A7-8A-28, as amcnded)

(17) Any unleased mingral interests shall be considered a seven: -eighths (7/8)
workm.g, interest and a one-elghth (1/8) royalty mterest for the purpose of allocating costs
and charges under this Order., Any well costs or charges that are to be paid out of
production shall be wxghheld only from the work;ng interests’ shate of production, and no
costs or charges shall be withheld from production attributable to royalty interests.

:-(18) Should all rhe phﬂies to this compulsorj/ pooling order reach voiuhtary

cffectr‘,:‘ ; ‘.

. (19)  The operator of the well and the Umt shall notify the Division in writing
of the subsequent voluntary agreement of al[ pames subject 1o the compulsory pooling
provrsrons of this Order .

ot
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(20) sJursdiction of this case is rétainéd for the entry of such further orders as
the Dmsmn ‘may' decm mecessary! o S noer o, L kY e

DONE at Santa-Fe, New Mexlco on the day and year heremabovc ch| gnatcd

4

STATE OF NEW MEX!CO

. NOlL CONSERVATIO: ZIVISION

: DAVID R CATANACH
Dll’CCtOl’~ o



