, State of New Mexrco
Energy, Minerals and Natural Resources Department

* |Susana Martinez

Governor
Tony Delfin David R. Catanach Division Dlrector
Acting Cabinet Secretary Oil Conservatlon DlVISIon

September 16, 2016

- M. William Carr, Senior Attorney

' COG Operating, LLC

71048 Paseo De Peralta
' Santa'Fe, NM 87501

" RE: Request for Extension to Commence Drilling of the Viking Helmet State Com. Well
g No 1H Pursuant to D1v1smn Order No. R- 14054/Case No. 15373

'Dear Mr. Carr

L Reference is made to your request on behalf of COG Operatmg, LLC (“COG”) received by the
f'fD1v151on on'August 23, 2016, for the- V1k1ng Helmet State Com. Well No. 1H (API No. 30-025-

: v~>'[‘_;»r;':~"742782) w1th a surface location in Unit A of Section 29, Township 24 South, Range 35 East,
B NMPM

- It is: our understandmg that COG still mtends to drill the proposed well but is unable to meet the
e obhgatron date of September 30, 2016, included in Ordering Paragraph (4) of Order No. R-14054.
f\,"COG has:stated that additional - timeis required to compile production data from recently
. )completed wells in the vicinity which will assist COG in determmmg the economic viability of the
. A‘proposed location for this well.

: The DlVlSlOIl has reviewed your request and hereby extends;:thé final date to commence the drilling
B ~__'0f thls well to September 30, 2017. All other provisions of Order No. R-14054 remain in full force
“and effect

_ pr you haye any questions, please contact Mi.lchael McMillarrfat:»VSOS.476.34-48.

. Sincerely,

DAVID R. CATANACH
Di‘rector

DRC/mam

cc: Oil Conservation Division — Hobbs Drstrrct Offrce v
Case No. 15373
Well File API 30-025-42872

1220 South St. Francis Drive = Santa Fe, New Mexico 87505
Phone (505) 476-3440 « Fax (505) 476-3462 » www.emnrd.state.nm.us
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~ anon- standard oil spacmg and proratron unit and compulsory poollng Lea:
County, New Mexrco SRR RN SN
g :;r'gngear Mr. Catanach : T i

D|V|S|on Order No R 14054 granted COG Operatmg LLCs appllcatlon for a non-?‘?l—f*

: '“5standard spacing: unit and compulsory pooling on:October 7, 2015: The order authorized

"-'the dr|II|ng of COG’ s Vlkrng Helmet State Com Well’ No 1H in the E/2 E/2 of Sectron 29 SRR :

3 --»-Orderlng Paragraph 5 of Order No.:R- 14054 requnres COG to commence drlllrng the;:: i

: -:_;proposed weII on or: before. September 30, 2016, unless COG ‘obtains a time- extensron:
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CORPORATEADDRESS S SANTA FE OFFICE
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S CT P 5057B0.8000F 50E.428.




STATE OF NEW MEXICO
ENERGY, MINERALS AND, NATURAL RESOURCES DEPARTMENT
OIlL CON§ERVAT[0V DIVISION

. IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATIOI\
DIVISION FOR THE PURPOSE OF
CONSIDERING:

CASE NO. 15373
ORDER NO. R-14054

APPLICATION OF COG OPERATING. LLC. FOR. A NON-STANDARD OIL
SPACING AND PRORATION UNIT AND COMPULSORY POOLING, LEA
COUNTY, NEW MEXICO.

ORDER OF THE DlVl‘Szl"ON
BY THE DIVISION:

This case came on for hearing at 8:15 a.n. on §eﬁtember 17, 2015 at Santa Fe,
New Mcxico, before Examiner Michael McMillan,

NOW, on this 7 'day' of October, 2015, the bii/isién“ Director, having considered
the testimony, the record-and the recommendations of the Examiner,

FINDS THAT:

¢)) Due public notice has been given, and the Division has jurisdiction of this
case and of the subject matter. -

(2)  Case Nos. 15373 and 15374 were consolidated at the hearing for the
-purpose of testimony; however, separate orders should be issued for each case.

(3) In Case No. 15373 COG Operating, LLC (“COG” or “Apphcant“) seeks
approval of a non-standard’ 240 -acre oil spacing and proration unit (“Unit") in the Bone
Spring formation, - WC-025. ‘G-09.5243532M; Lower: Bone Spring Pool (pool code

- 98098), comprising the E/2-E/2 of: Section 29, and the.E/2.NE/4.of Section - 32,.Township
24 South, Range 35 East, NMPM, Lea County, New. Mexico. Applicant further seeks an
order pooling all uncommitted interests in the Unit.

(4)  The Unit wnll ‘be dedlcatcd to the Appllcant S: Vlkmg Helmet State Com.
Well No. 1H (the “proposed ‘well”; API-No. 30-025-42782);:a horizontal well to be
drilled from a surface location 190 feet from the North line and 380 feet from the East
line (Unit-A) of Section 29, to a standard terminus 2310 feet from the North linc and 380
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fcet from.the East fine (Unt -H)-of ‘Section 32. The completed 1nterva| of the proposed
well in'the Bohe Sp"ring fo

. (5) The proposed well is within the WC-025 G-09 S243532M; Lower Bone
Spring Pool (pool code 96836). Spacing in this pool is govemed by statewide Rule -
19.15.15.9A. NMAC, which provides for standard- 40-acré mts, ¢ach compnsunb a
governmental quarter-quarter section. The proposed Umt consrsts of sxx'adjacent quarter-
quarter sections.

(6)  Applicant appeared at the hearing through counsel and presented Iand and
geologic evidence to the effect that:

(a)  The Bone Spring formation in thls area is suxtable for development
- by honzontal drilling; © T : - : :
(b)  the proposed orientation of the- honzontal well North'to ‘South or
South to North is appropnate for the proposed Unit; '

(c) all quaner—qunrter sectlons to be included in the Umt are expected
to be productive in the Bone Spring formatlon, $of that*fonnanon of
the Unit as rcquested will not |mpa|r correlatwe nghts

(d)  notice was provnded to nll pames being: pooled and to surroundmg
affected partleq

{7) No other party appeared at the hearing, or othemlse opposed the granting
of this application.

The Division concludes that:
8 . Proper .notice of this application was provided.i and no protests werc
received. :

© - Approval of the proposcd non- standard unit will enable Apphcant to drill -
a horizontal well that will efﬁmently produce the reserves underlymg the Unit, thereby
prevennm= waste and will not tmpﬂll‘ COTT! elatlve nghts v

(IO) Two or more separately owned tracts are embraced w1thm the Unit, and/or
“there. are royalty interests. and/or undivided:interests in’ “oil andr gas mmerals in one or
more tracts included in‘the Unit that are separately owned, - & = -,

(i1)  Applicant is owner of an oil and gas working interest within the Unit.
Applicant ‘has ‘theiright to drill and proposes to drill the proposed Well to a common,
source: ot supply wnhm the Unit at the proposed locanon oy
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(12) There are interest owners'in the Unit that have not agreed to pool their
interests. S : ¢

A N

(13) To avoid the dnllmg of unnecessary we]ls, 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: its justiand fair-share of hydrocarbons,
this application should.be approved by poolm Luiicon mltted mterests ‘whatever they
may be in the orl and’ gas wnthm the Umt ‘ S

T,

S (14)¢ ~COG Operating LLC should e desrgnated the operator of the proposed well
and the Umt T

“(15)"" ‘Any pooled working mterest “owiet: who does not ‘pay: rts share of.
esumz\ted well costs should have withheld from: productron ‘its share‘of reasonable well
costs plus an additional 200% thereof as a reasonable charge for the nsk involved in
dnllmg the proposed ‘well, oo

(l6) Reasonable charges for supervision (combmed fixed rates) should be fixed
at $7,000 per month while drilling and $700 per month- while producing, “provided that
these rates should be adjusted annually pursuant to Sectlon 1. I A 3. of the COPAS form

- titled “Accounting Procedure-Joint Operations” =+ % -
ITIS THEREFORE ORDERED THAT:

4))] A non-standard 240—aere more or less 01] spacml, and proration unit (the
““Unit™) is hereby cstabhshed for the Bone Spnng foriria tron1 WC-025:G-09 S243532M;
Lower Bone Spring pool (poo] code 98098) consisting of the 6f the" Ef2'E/2 of Section 29
and the-E/2 NE/4-of Sect:on 32, Township 24 South Rang,e 35 East; NMPM, Lea
- County, New Mexico. .

(2)  Pursuant to the appllcatlon of COG. Operatmg LLC, all uncommitted
interests, whatéver they may*be, ‘in‘ the oil und gas in ‘the’ Bone' Sprmg formation
underlymg thc Umt are hereby poolcd ' A

€1} The Unit shall be dedrcated to Apphcant s Vlklnz, Helmet State Com.

Well No IH (the “proposed well' API No.: 30-02542872), a honzontal well to be

feet from the East line’ (Umt H) of Section 32, Townshlp’/ 24" South Range’ 35 Fast. The

completed mterval of the proposed well in the Bone Spnng tommuon wrll be orthodox.
Lt R P ER

(4) © The operator' of the Uit shall commen drrllmg the proposed well on or
before September 30, 2016"'5n“d shall thereafter coh‘tmue' dnlllng the proposed well with

due diligence to test the Bon pnng formatron

o T
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(5):... ..In the-event the operator does not commence; dnllmg, the proposed well on.
or before September 30, 2016, Ordering Pangraphs (l) and (2) “shall be.of;no effcct
unless the operator-obtains a time extension from the Drvrsron Director for good cause
demonstrated by satrsfactory evrdence I TR Lo

: (6) Should the proposed -well not be dnlled‘and completed wrthln l20 days

. after commencement thereof, then. Ordennt, Paragraphs (1)"and, (2). shall be .of no further
" effect, and the Unit created by this order: shall; tenmnate :'t'tnles foperator appears before
the Division-Diréctor and obtains an extension 6f the time _complenon ofthe proposed
well for good;Lcause ‘shown. by sattsfactory evrdence qedf the: Aproposed well i$ not
completed in-all.of the quarter-quarter sections rncludcd in the proposed; Unit within 120
"days after commencement of drilling, then the operator shall apply to-the Division for an
amendment to. thts Order to contract the Umt so,that it mcludes only thosc quarter-quarter

sections; m,whtch the well is completcd

It T

NEL o
(7) Upon f nal pluggmt_, and abandonment oﬂthc,proposed wcll an ’
well drilled on the Unit pursuant to: Drvrsron Rule 19.15.13.9 NMAC the pooled Unit
;. created by.this Order shall terminate; wuriless; this Order has been amended to authorize
= lurtheroperatrons - B AR 3

“v,..'

(8) COG Operatmg LLC (OGRID 279137) is hereby‘desrbnated the operator
of the well and the Unit.
After pooling, uncom ) tted worktnb |ntercst o , &rs arc referred to as
wners, are_owners of

(9)

. operator shall fum h the Drvrston an eaoh known pooled worklnb mterest owner in the
Unit an ltemrzed schedule of estimated costs of drrlhn;,, completmg and cquipping the
proposed well ("well costs").

(lO) Wrthm 30 days lrom the date the schedule of esttmatcd well costs is
tumtshed any- pooled workmg rnterest owner, shall have the nbht to pay its’ share of
cstimated well costs to the operator m lieu of paying its share ot ‘reasonable well costs out
of. productron ;.and. any such owner who'.pays its share of

0 operatmr,,costs but shall

10. ,elcct not:to pay their

‘\\thereaﬂer be. referred to

(I l) The operator shall fumrsh the Dwrsron and each known pooled workmg

., interest owner, {including non-consentmg workmg interest ‘owners) an. itemized schedule

' of actual well ;costs -within 90, days following completron of%’the proposed,well If no

objectron to the actual well costs i eived by the. Drvrslon and the Division:has not
objected, within 45 days following receipt of the schedule, ‘the actual,well costs shall be -

deemed to be the reasonable well costs. If there is an objectron to actual well costs wrthrn
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the 45-day period, the Division will detenmne reasonable well costs after public notice
and hearing. : SRR «

(12) Within 60 days following determination 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. sharc of the' amount that reasonable well costs
exceed estimated well costs and shall receive: from ‘the operator the amount, if any, that
the estimated well costs it has paid exceed its share of reasonablc well costs.

(13) The operator is hereby authorized-to-withhold. the following costs and
charges from producuon from each well:

(2) the proportionate share of reasonable well -
: .attributable to each non-consenting wo'
owner; and

(b) - -asacharge for the risk involved in dri}
200% of the above costs.

(14) The operator shall' distribute the costs an withheld from
production, proportionately, to the parties who advanced the well'costs:. 57

(15) Reasonable charges for supervision (combined fixed rates) for the well are
hereby fixed at $7,000 per month while drilling and’ $700 per month while producing,
provided that these rates shall be adjusted annually pursuant to Section I11.1.A.3. of the
COPAS form titled “Accounting Procedure-Joint Operations.” The operator is
authorized to withhold from production the proportionate share of both the supervision
charges and the actual expenditures required for operating the well, not in excess of what
are reasonable, attributable to pooled working interest owners.

(16) Except 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 Proceeds
Payment Act (NMSA 1978 Sections 70-10-1 through' 70-10-6, as amended). If not
disbursed, such proceeds shall be tummed over to the appropriate authority as and when |
required by the Uniform Unclaimed Property Act (NMSA 1978 Scctions 7-8A-1 through
70-8A7-8A-31, as amended). \

(17)  Any unleased mineral interests shall be considered a seven-eighths (7/8)
working interest and a one-eighth (1/8) royalty interest 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 withheld only from the working interests” share of production, and no
costs or charges shall be withheld from production attributable o royalty interests.
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(20) Junsdlctlon of thls case is rctamcd for thc entry of such further orders as

o the Division may deem nece&eary e

. :D\. .
STATE'OF NEW MEXICO
B ,EOIL COVSERVATIO\' DlVlSlON

| :;;-;;DAVIDR CATANACH
d '::Dnrcctor :




