United States Department of the Interior

BUREAU OF LAND MANAGEMENT
New Mexico State Office
301 Dinosaur Trait
Santa Fe, New Mexico 87508
htips: //'www. blm.pov/new-mexico

APR 2 3 2021

In Reply Refer To:
NMNM140537
3105.2 (NM920)

Reference:

Communitization Agreement

Pavo Frio 29-28 B2GH Fed Com 1H
Section 28: S2N2

Section 29: S2NE4
T.18S.,R.29E,, NM.P.M.

Eddy County, NM

Mewbourne Oil Company
Fasken Center

500 West Texas, Suite 1020
Midland, Texas 79701

Gentlemen:

This letter is to correct a lease number sent out on previous letter dated March 17, 2021.
Enclosed is an approved copy of Communitization Agreement NMNM140537 involving
80 acres of Federal land in lease NMNM056428, 40 acres of Federal land in lease
NMNMO0030752, and 120 acres of Federal land in lease NMLC0067348, Eddy County,
New Mexico, which comprise a 240 acre well spacing unit.

The agreement communitizes all rights to all producible hydrocarbons from the Bone Spring
formation beneath the S2N2 of Sec. 28 and the S2NE4 of Sec. 29, T. 18 S., R. 29 E., NMPM,
Eddy County, NM, and is effective November 1, 2018. Approval of this agreement does not
warrant or certify that the operator, thereof, and other working interest owners hold legal or
equitable title to the leases which are committed hereto.

Approval of this agreement does not constitute an adjudication of any state, local government, or
private interests, and does not constitute a warranty or certification that the information supplied
by the party submitting this agreement regarding any private, state, or local government interests
is accurate.

Copies of this approval letter are being distributed to the appropriate Federal agencies. You are
requested to furnish all interested parties with the appropriate evidence of this approval. Any
production royalties that are due must be reported and paid according to regulations set up by the
Office of Natural Resources Revenue at 1-800-525-9167 or 303-231-3504.

INTERIOR REGION 5 - MISSOURI BASIN INTERIOR REGION 6 - ARKANSAS- INTERIOR REGION 7 - UPPER
Kansas, Most of Montana, North Dakota, RIC GRANDE-TEXAS GLLF COLORADO BASIN

Nebraska, South Dakota Oklahoma, Texas Colorado, New Mexico, Utah, Wyoming



If you have any questions regarding this approval, please contact Elizabeth Rivera at
(505) 954-2162.

Please furnish all interested principals with appropriate evidence of this approval.

Sincerely,

Ll

Sheila Mallory
Deputy State Director
Division of Minerals

1 Enclosure:
1 - Communitization Agreement

cc:

ONRR, Denver

NM Taxation & Revenue Dept. (Revenue Processing Div.)
NMOCD

NM (9200)

NM (P0220-CFO, File Room)

NMSO (NM925, File)



Determination - Approval - Certification

Pursuant to the authority vested in the Secretary of the Interior under Section 17(j) of the Mineral
Leasing Act of 1920, as amended (74 Stat. 784; 30 U.S.C. 226(j)), and delegated to the
authorized officer of the Bureau of Land Management, I do hereby:

A.

Approved:

Determine that the Federal lease or leases as to the lands committed to the attached
agreement cannot be independently developed and operated in conformity with the
well-spacing program established for the field or area in which said lands are located,
and that consummation and approval of the agreement will be in the public interest.
Approval of this agreement does not warrant or certify that the operator thereof and
other holders of operating rights hold legal or equitable title to those rights in the
subject leases which are committed hereto.

Approve the attached Communitization Agreement covering the S2N2 of Sec. 28 and
the S2NE4 of Sec. 29, T. 18 S,, R. 29 E., NMPM, Eddy County, NM, as to all producible
hydrocarbons from the Bone Spring formation. This approval will become invalid if
the public interest requirements under section 3105.2-3 {c) are not met.

Approval also requires operator to submit copies of sundries or any other
documentation regarding activity with this well to the Bureau of Land Management
(BLM), Carlsbad Field Office pursuant to Item 9 of the approved Communitization
Agreement,

Certify and determine that the drilling, producing, rental, minimum royalty and
royalty requirements of the Federal lease or leases committed to said agreement are
hereby established, altered, changed, or revoked to conform with the terms and
conditions of the agreement.

APR 2 3 2021

ul, UL,

Shenla Mallory
Deputy State Dlrector
Division of Minerals

Effective: November 1, 2018

Contract No.: Com. Agr. NMNM140537



United States Department of the Interior

BUREAU OF LAND MANAGEMENT
New Mexico State Office
301 Dinosaur Trail
Santa Fe, New Mexico 87508
https://www.blm.gov/new-mexico

In Reply Refer"fo MAR 1 7 2021

NMNM140537
3105.2 (NM920)

Reference: :
Communitization Agreement

Pavo Frio 29-28 B2GH Fed Com IH
Section 28: S2N2

Section 29: S2NE4 G Y
T.18S.,R.29E., NM.P.M. »
Eddy County, NM

Mewbourne Oil Company

Fasken Center

500 West Texas, Suite 1020 '
Midland, Texas 79701 v

Gentlemen: .8

Enclosed is an approved copy of Communitization Agreement, NMNM 140537 involving
80 acres of Federal land in lease NMNMO056428, 40 acres of Federal land in lease
NMNMO030752, and 120 acres of Federal land in lease NMLC 0673458 Eddy County,
New Mexico, which comprise a 240 acre well spacing unit.

The agreement communitizes all rights to all producible hydrocarbons fmm the Bone Spring
formation beneath the S2N2 of Sec. 28 and the S2NE4 of Sec. 29, T. 18 S., R, 29 E., NMPM,
Eddy County, NM, and is effective November 1, 2018. Approval of this agreem:nt does not

warrant or certify that the operator, thereof, and other working interest owners hold legal or

equitable title to the leases which are committed hereto. \I
Approval of this agreement does not constitute an adjudication of any state, local goveimnent or
private interests, and does not constitute a warranty or certification that the information sllp‘plled
by the party subrﬁlttmg this agreement regarding any private, state, or local government mtereets
is accurate. "

Copies of lhis approval letter are being distributed to the appropriate Federal agencies. You are "
requcs;ecl to furnish all interested parties with the appropriate evidence of this approval. Any
p::?fon royalties that are due must be reported and paid according to regulations set up by the
Office of Natural Resources Revenue at 1-800-525-9167 or 303-231-3504

(ONS: REBASIN INTERIOR REGION ¢ - ARKANSAS- INTERIQR REGION 7 - UPPER
RIO GRANDE-TEXAS GULF

Kansas, Most of Montana, Nonh Dakola, 5
Nebraska, South Dakota Oklahoma, Texas Colorado, New Mexico, Utah, Wyoming



2

If you have any questions regarding this approval, please contact Elizabeth Rivera at (505) 954-
2162.

Plea%; furnish all interested principals with appropriate evidence of this approval,

Sincerely,
A Wl
Sheila Mallg
Deputy State Director
Division of Minerals
I Enclosure:
I - Communitization Agreement
cc:
ONRR, Denver
NM Taxation & Revenue Dept. (Revenue Processing Div.)
NMOCD
NM (9200)

NM (P0220-CFO, File Room)
NMSO (NM925, File)

e ~—



®

Determination - A roval - Certification

Pursuant to the authority vested in the Secretary of the Interior under Section 17(j) of fhe Mineral

Leasing Act of 1920, as amended (74 Stat. 784; 30 U.S.C. 226(j)), and delegated ta'the
authorized officer of the Bureau of Land Management, I do hereby: ]

A.

Approved:

Determine that the Federal lease of leases as to the lands commitfed to the attached
agreement cannot be independently developed and operated in clqnformity with the
well-spacing program established for the field or area in which said lands are located,
and that consummation and approval of the agreement wilf be in the public interest.
Approval of this agreement does not warrant or certify that the operator thereof and
other holders of operating rights hold legal or equitable title to those rights in the
subject leases which are committed hereto.

Approve the attached Communitization Agreement covering the S2N2 of Sec. 28 and
the S2NE4 of Sec. 29, T. 18 S., R, 29 E., NMPM, Eddy County, NM, as to all producible
hydrecarbons from the Bone Spring formation. This approval will become invalid if

the public interest requirements under section 3105.2-3 (¢} are not met.

Approval also requires operator to submit copies of sundries or any other
documentation regarding activity with this well to the Bureau of Land Management
(BLM), Carlsbad Field Office pursuant to Item 9 of the approved Communitization
Agreement.

Certify and determine that the drilling, producing, rental, minimum royalty and
royalty requirements of the Federal lease or leases committed to said agreement arc
hereby established, altered, changed, or revoked to conform with the terms and
conditions of the agreement.

AR 17 2021 (MJ uﬂq( B

Sheila Mallory
Deputy State Director
Division of Minerals

Effecti\(f:"November 1,2018

Contﬁ{:t No.: Com. Agr. NMNM140537



RECEIVED

MEWBOURNE OIL COMPANY
FASKEN CENTER
500 WEST TExas, SUITE 1020
MIDLAND, TX 79701 JUL 17 2019
TELEPHONE (432) 682-3715 BSL:' NMSO
NTA FE
July 16, 2019

Bureau of Land Management
301 Dinosaur Trail
Santa Fe, New Mexico 87508 04 3 7
Attention: Margie Dupre \)“\ \q
Re: Communitization Agreement p W

Pavo Frio 29-28 B2GH Fed Com #1H
S2NE4 of Section 28 & S2N2 of Section 29
T18S, R29E, Eddy County, New Mexico

Ladies and Gentlemen:

Mewbourne Oil Company, as Operator, has drilled the Pavo Frio 29-28 B2GH Fed Com #1H as a
horizontal oil well in the Bone Spring formation in a 240-acre communitized unit comprised of the
S2NE4 of Section 28 and the S2N2 of Section 29 referenced above.

Enclosed for approval by the Bureau of Land Management are two (2) originals and one (1) copy of
the Communitization Agreement dated November 1, 2018 prepared by Mewbourne Oil Company,
communitizing the acreage. Also included is communication with parties that would not sign the
agreement. Numerous phone call and email searches were executed trying to get all parties to sign
the agreement.

Upon approval by the Bureau of Land Management, please furnish the approvals to my
attention at the above address.

Very truly yours,

Tyler Jolly
Landman



RECEIVED

JUL 17 2019
BLM, NMSO

Contract No. {/ m s 4053 7 SANTA FE

Federal Communitization Agreement

THIS AGREEMENT entered into as of the 1st day of November, 2018, by and
between the parties subscribing, ratifying, or consenting hereto, such parties being
hereinafter referred to as "parties hereto."

WITNESSETH:

WHEREAS, the Act of February 25, 1920 (41 Stat. 437), as amended and
supplemented, authorizes communitization or drilling agreements communitizing or
pooling a Federal 0il and gas lease, or any portion thereof, with other lands, whether or not
owned by the United States, when separate tracts under such Federal lease cannot be
independently developed and operated in conformity with an established well-spacing
program for the field or area and such communitization or pooling is determined to be in
the public interest; and

WHEREAS, the parties hereto own working, royalty or other leasehold interests,
or operating rights under the oil and gas leases and lands subject to this agreement which
cannot be independently developed and operated in conformity with the well-spacing
program established for the field or area in which said lands are located; and

WHEREAS, the parties hereto desire to communitize and pool their respective
mineral interests in lands subject to this agreement for the purpose of developing and
producing communitized substances in accordance with the terms and conditions of this
agreement:

NOW, THEREFORE, in consideration of the premises and the mutual advantages
to the parties hereto, it is mutually covenanted and agreed by and between the parties hereto
as follows:

1. The lands covered by this agreement (hereinafter referred to as “communitized
area”) are described as follows:

Township 18 South, Range 29 East, NNM.P.M.
S/2ZNE/4 of Section 29 and S/2N/2 of Section 28
Eddy County, New Mexico

Containing 240.00 acres, and this agreement shall include only the Bone Spring
Formation underlying said lands and the oil and associated casinghead gas hereafter
referred to as “communitized substances,” producible from such formation.



Attached hereto, and made a part of this agreement for all purposes is Exhibit
“A”, a plat designating the communitized area and, Exhibit “B”, designating the
operator of the communitized area and showing the acreage, percentage and
ownership of oil and gas interests in all lands within the communitized area, and
the authorization, if any, for communitizing or pooling any patented or fee lands
within the communitized area.

The Operator of the communitized area shall be Mewbourne Oil Company, P.O.
Box 7698, Tyler, Texas 75711. All matters of operations shall be governed by the
operator under and pursuant to the terms and provisions of this agreement. A
successor operator may be designated by the owners of the working interest in the
communitized area and four (4) executed copies of a designation of successor

operator shall be filed with the Authorized Officer.

Operator shall fumnish the Secretary of the Interior, or his authorized
representative, with a log and history of any well drilled on the communitized
area, monthly reports of operations, statements of oil and gas sales and royalties
and such other reports as are deemed necessary to compute monthly the royalty
due the United States, as specified in the applicable oil and gas operating
regulations.

The communitized area shall be developed and operated as an entirety, with the
understanding and agreement between the parties hereto that all communitized
substances produced there from shall be allocated among the leaseholds
comprising said area in the proportion that the acreage interest of each leasehold
bears to the entire acreage interest comnitted to this agreement.

All proceeds, 8/8ths, attributed to unleased Federal or Indian lands included
within the CA area are to be paid into the appropriate Unleased Lands Account or
Indian Trust Account by the designated operator until the land is leased or
ownership is established.

The royalties payable on communitized substances allocated to the individual
leases comprising the communitized area and the rentals provided for in said
leases shall be determined and paid on the basis prescribed in each of the
individual leases. Payments of rentals under the terms of leases subject to this
agreement shall not be affected by this agreement except as provided for under
the terms and provisions of said leases or as may herein be otherwise provided.
Except as herein modified and changed, the oil and gas leases subject to this
agreement shall remain in full force and effect as originally made and issued. It is
agreed that for any Federal lease bearing a sliding- or step-scale rate of royalty,
such rate shall be determined separately as to production from each
communitization agreement to which such lease may be committed, and
separately as to any noncommunitized lease production, provided, however, as to
leases where the rate of royalty for gas is based on total lease production per day,



10.

11.

such rate shall be determined by the sum of all communitized production
allocated to such a lease plus any noncommunitized lease production.

There shall be no obligation on the lessees to offset any well or wells completed
in the same formation as covered by this agreement on separate component tracts
into which the communitized area is now or may hereafter be divided, nor shall
any lessee be required to measure separately communitized substances by reason
of the diverse ownership thereof, but the lessees hereto shall not be released from
their obligation to protect said communitized area from drainage of communitized
substances by a well or wells which may be drilled offsetting said area.

The commencement, completion, continued operation, or production of a well or
wells for communitized substances on the communitized area shall be construed
and considered as the commencement, completion, continued operation, or
production on each and all of the lands within and comprising said communitized
area, and operations or production pursuant to this agreement shall be deemed to
be operations or production as to each lease committed hereto.

Preduction of communitized substances and disposal thereof shall be in
conformity with allocation, allotments, and quotas made or fixed by any duly
authorized person or regulatory body under applicable Federal or State statutes.
This agreement shall be subject to all applicable Federal and State laws or
executive orders, rules and regulations, and no party hereto shall suffer a
forfeiture or be liable in damages for failure to comply with any of the provisions
of this agreement if such compliance is prevented by, or if such failure results
from, compliance with any such laws, orders, rules or regulations.

The date of this agreement is November 1, 2018, and it shall become effective as
of this date or from the onset of production of communitized substances,
whichever is earlier upon execution by the necessary parties, notwithstanding the
date of execution, and upon approval by the Secretary of the Interior or by his
duly authorized representative, and shall remain in force and effect for a period of
2 years and for as long as communitized substances are, or can be, produced from
the communitized area in paying quantities: Provided, that prior to production in
paying quantities from the communitized area and upon fulfillment of all
requirements of the Secretary of the Interior, or his duly authorized representative,
with respect to any dry hole or abandoned well, this agreement may be terminated
at any time by mutual agreement of the parties hereto. This agreement shall not
terminate upon cessation of production if, within 60 days thereafter, reworking or
drilling operations on the communitized area are commenced and are thereafter
conducted with reasonable diligence during the period of nonproduction. The 2-
year term of this agreement will not in itself serve to extend the term of any
Federal lease which would otherwise expire during said period.

The covenants herein shall be construed to be covenants running with the land
with respect to the communitized interests of the parties hereto and their
successors in interests until this agreement terminates and any grant, transfer, or



12.

13.

14.

15.

conveyance of any such land or interest subject hereto, whether voluntary or not,
shall be and hereby is conditioned upon the assumption of all obligations
hereunder by the grantee, transferee, or other successor in interest, and as to
Federal land shall be subject to approval by the Secretary of the Interior, or his
duly authorized representative.

It is agreed between the parties hereto that the Secretary of the Interior, or his duly
authorized representative, shall have the right of supervision over all Fee and
State mineral operations within the communitized area to the extent necessary to
monitor production and measurement, and assure that no avoidable loss of
hydrocarbons occur in which the United States has an interest pursuant to
applicable oil and gas regulations of the Department of the Interior relating to
such production and measurement.

This agreement shall be binding upon the parties hereto and shall extend to and be
binding upon their respective heirs, executors, administrators, successors, and
assigns.

This agreement may be executed in any number of counterparts, no one of which
needs to be executed by all parties, or may be ratified or consented to by separate
instrument, in writing, specifically referring hereto, and shall be binding upon all
parties who have executed such a counterpart, ratification or consent hereto with

the same force and effect as if all parties had signed the same document.

Nondiscrimination. In connection with the performance of work under this
agreement, the operator agrees to comply with all the provisions of Section 202(1)
to (7) inclusive, of Executive Order 11246 (30F.R. 12319), as amended, which are
hereby incorporated by reference in this agreement,

IN WITNESS WHEREOF, the parties hereto have executed this
agreement as of the day and year first above written and have set opposite their
respective names the date of execution.

MEWBOURNE OIL COMPANY

Date: {/~ Q'Z!ZG’

(Operator and Working Interest Owner)

o B

Title: Attorney-in-Fact



ACKNOWLEDGEMENT

STATE OF __TEXAS )
) ss.
COUNTY OF MIDLAND )

On thisz _L_day of Mﬂ_& , 2018, before me, a Notary Public for the State of Texas,

personally appeared Drew Robison, Attorney-in-Fact of Mewbourne Qil Company, a Delaware
corporation on behalf of said corporation.

(SEAL)

& Commission Expires atary Public })

o ALE JANDRA KIRKSEY
i Notary ID #131406744
‘K’ My Commission Expites

January 11, 2022




WORKING INTEREST OWNERS
AND/OR LESSEES OF RECORD

SHIRLEY DUGGAN MCGEHEARTY

Wa{/{f 43,2019

Date
ACKNOWLEDGEMENT
STATE OF TEXAS )
) ss.

COUNTY OF _MATAGORDA )

This instrument was acknowledged before me on i n A }_-‘ ﬂ -3 %0?8/',23/ Shirley Duggan

Lt

SGETSRLLEN O CONNELL
2296\ Notary Public, State of Texes
AL/ My Commmi&n E;gges

2 AUGUST 31,201

/]}iﬂggf{ 2L 2 9 / )/
y (Jommission Expires Notary Public o

Fave Frio 20/29 BeeH Fep. Cam#lf



WORKING INTEREST OWNERS
AND/OR LESSEES OF RECORD

ROSS DUNCAN PROPERTIES LLC

(Working Wﬁ)
/ I By: 7
Da }-'//Manager

ACKNOWLEDGEMENT
STATE OF __NEW MEXICO )
COUNTY OF_EDDY ; *
This instrument was acknowledged before me on i/_l 4 ! 2018, by Ross Duncan, as
Manager of Ross Duncan Properties LLC, a New Mexico limited liability company on behalf of said

limited liability company.
(SEAL)

™,

Mg’%mmissfon Expires Notary Public

"o Freo 20/29 P2CH Fen (om /4



WORKING INTEREST OWNERS

AND/OR LESSEES OF RECORD
. T
VIRGIL WESLEY HOPP
{(Record Title and ORRI er)
Wlialig By:
Date Title:
ACKNOWLEDGEMENT
STATE OF TEXAS )
) ss.
COUNTY OF__TARRANT )
-8
This instrument was acknowledged before me on Npgtsmoer 19, 2018, by Virgil Wesley
Hopp.
AR " NATALIE 5010
ta [
sean () wmpneine
Fu July 18,2021

TN, 1B 202, A/" V\//

My Commission Expires Notary Public

Thvo Frio 2928 BZCH FED . Lom # /4



{]-29-20!8

Date

STATE OF TEXAS

WORKING INTEREST OWNERS
AND/OR LESSEES OF RECORD

TODD E. WESTMORELAND

(Working In er
by, 2l SATB

Title: Owner

ACKNOWLEDGEMENT
)

COUNTY OF _MIDLAND

) ss.

)

This instrument was acknowledged before me on Hgﬂgfpbef 2 ] 2018, by Todd E.

Westmoreland.

[,
(SEAL) ey

A N
oL
Lt
"0l € OF V6
e OF

My Commission Expires

ASHLEY GOMEZ
STATLE OF TEXAS
My Comm Tsp Macch 12,2019 |f

Notary Public

Notary Piblic

Pavo FrRi0 29/2¢ B2GH Febd. lom #/ 4



WORKING INTEREST OWNERS

AND/OR LESSEES OF RECORD
SANTO LEG LLC
(Record Ti (3]
11/26/2018 By:
Date Title: _Chwner ﬂ
ACKNOWLEDGEMENT
STATE OF__TEXAS )
) ss.
COUNTY OF__HARRIS )
This instrument was acknowledged before me on  November 26, 2018, by Hanson Yates, as

Vice President of Santo Legado, LLC, a New Mexico limited liability company.

SWH, — COLLEEN BRADLEY
(SEAL) Jer;02 Notery Public, State of Texas

%«‘?; Comm. Expires 01-25-2021
B Notary 10 130970502

1/25/2021
My Commission Expires otary Public

vy ER 10 29/28 B2eH Fep. lom #1H



WORKING INTEREST OWNERS
AND/OR LESSEES OF RECORD

JALAPENO CORPORATION
(Record Title and Working Interest Owner)
/

il Er/ L1 By: ' Y

Date Title: it Voo Prosident

ACKNOWLEDGEMENT

STATE OF_NEW MEXICO )
) ss.
COUNTY OF _BERNALILLO )
201
Th]3 instrument was acknowledged before me on  MWarch 5 2018, by Harvey E. Yates, 111"
3¢., a8 President of Jalapeno Corporation, a New Mexico corporation on behalf of said corporation.

co
My 1, 2042

A
'f“*m.{, 14 ng.}}-;-.— }j- f-ﬁ{-‘L_l il
My Commission Expires otary ﬂbli‘

(SEAL) @'@
L

R Frig 2920 B2 fep. (m ¥ 1H



WORKING INTEREST OWNERS
AND/OR LESSEES OF RECORD

J&F INVESTMENTS, LLC
(Working Interest Owner)
Y L0 \9 By: %ﬂ"‘e’ C
D Title: g !

ACKNOWLEDGEMENT
STATE OF NEW Mevigo

) ss.
COUNTY OF CHAVES )

This instrument was acknowledged before me on d«uq_ a4

2019, by
ERANKULILLEY
R 7 ‘*A

e

L { 2 Ab) S 9-0})-
My@mmsslon Expires

Notary Public h/ﬁ



WORKING INTEREST OWNERS
AND/OR LESSEES OF RECORD

SHARBRO ENERGY, LLC
(Record Title and Working Interest Owner)

\D\ \"\h Q By: y
Date Title: =i}~
ACKNOWLEDGEMENT

STATE OF_NEW MEXICO )
) ss.
COUNTY OF EDDY )

This instrument was acknowledged before me on € “& 20 1?, by
Flizabtih Raltr s - - of Sharbro Energy, LLC, a New Mexico
limited liability company on behalf of said limited liability company.

OFFICIAL SEAL
RAYSHELL KENNEDY
NOTARY PUBLIC

STATE Of NEW

-

iofi1] 2024 %Mm@?
My Commission Expires Notatly Public




WORKING INTEREST OWNERS
AND/OR LESSEES OF RECORD

THE AMSLER YOUNG PRIDDY IRR TRUST

(Working Interest Owner)
Date Title:
ACKNOWLEDGEMENT
STATE OF “SONS )
) ss
COUNTY OF (NS, )

Th]s mstrurnent was acknowledged before me on m _m___ 2019 by Mﬁh__

THER £ FENNESSY
K atary 1D 43395294

T )] My Commission Expires
S5 W Aprit 16, 2022

My Co n Expires Notary Public




WORKING INTEREST OWNERS
AND/OR LESSEES OF RECORD

THE 2012 DCB3 SOUTHWESTERN IRR TRUST

(Working Interest Owner)
By: \ -_— Rl
Date Titer— Trv g et
ACKNOWLEDGEMENT
STATE OF —Sfdsy )
COUNTY OF m_g >
This instrument was acknowledged before me on =S 12019, by S\ Son

Ruaso 355, “Thoumioe, W oo Qnag. SSNASROLMNEEAN,

SR HEATHER E PENNESSY
,-;ILf Motary 1D #3195294
“' y My Cammission Expires

(T April 16, 2022

_ahﬁh}%mg Q&k\mﬂﬁﬁm\
My Commisston Expires Notary Public



WORKING INTEREST OWNERS
AND/OR LESSEES OF RECORD

BANK OF AMERICA, N.A., AGENT FOR
JOANN SIVLEY RUPPERT, TRUSTEE OF
THE JQANN SIVLEY RUPPERT TRUST
(Recorfl Title Owner)

7 } It I f G By: m‘/
Date ' Title:_\/ice (Arescle~xt
ACKNOWLEDGEMENT
STATE OF OKLAHOMA )
COUNTY OF TULSA ; >
This instrument was acknowledged before me on “\__ 2019, by Melissa A

Rickman, Vice President of Bank of America, as Agent for JoAnn Sivley Ruppert, Trustee of the JoAnn

Siviey Runnert Trisi

JANICE SANDERS
NOTARY PUBLIC - STATE OF OKLAHOMA
MY COMMISSION EXPIRES MAY 01, 2021
(JEAL) coMmssION ¢ 17004182

5’01[;01_\ dd‘hu%

My Commission Expires tary Public



WORKING INTEREST OWNERS
AND/OR LESSEES OF RECORD

BANK OF AMERICA, N.A,, AGENT FOR
THOMAS RAY SIVLEY, TRUSTEE OF
THE THOMAS RAY SIVLEY TRUST

’7}“/}0,

Date

ACKNOWLEDGEMENT
STATE OF OKLAHOMA )

} ss.
COUNTY OF TULSA )

This instrument was acknowledged before me on E éa:{! Q 2019, by Melissa A
Rickman, Vice President of Bank of America, as Ag for THomas Ray Siviey, Trustee of the Thomas

< lo [~z 1 Cig’«:-z Spuloa
My Commission Expires tary Public



WORKING INTEREST OWNERS

AND/OR LESSEES OF RECORD
PATSY HEUGLER
(Working Interest Owner)
ng’ [0, 2019 By: lblé[/\ MU.@O[QM
Date Title: - J
ACKNOWLEDGEMENT
STATE OF Mgw Mrycev)
) ss.
COUNTYOF _( MAyEs )
This instrument V}ras acknowledged beforeme on u,l\i 0 2019, by
o Je .

(SEAL)

Q.O-uj 2 202.p

My Gommission Expires




EXHIBIT “A”

Plat of communitized area covering:
S/2NE/4 of Section 29 and S/2N/2 of Section 28, T18S, R29E,
N.M.P.M., Eddy County, New Mexico, containing 240.00 acres, more or less.

S/2NE/4 Section 29
TRACT NO.1
NM 56428
Mewbourne Oil Company 75%
Trigg Oil & Gas Limited Partnership
25%

SW/4NW/4 Section 28 SE/4NW/4 and S/2NE/4 Section 28

TRACT NO. 2 TRACTNO. 3

NM 030752 LC 067348

S/2NE/4 Section 29 S/2N/2 Section 28

BHL

Well: Pavo Frio 29/28 B2 GH Fed. Com #1H
2100°FNL & 2500’FWL Section 29 (SL)
2100°FNL & 100°FEL Section 28 (BHL)
TI8S, R29E, N.M.P.M., Eddy County, New Mexico
API #30-015-(Pending)




EXHIBIT “B”

To Communitization Agreement Dated November 1, 2018 embracing:

Township 18 South, Range 29 East. NM.P.M.
Section 29: S/2NE/4

Eddy County, New Mexico

Township 18 South, Range 29 East. NM.P.M.
Section 28: S/2N/2

Eddy County, New Mexico

Operator of Communitized Area: Mewbourne Oil Company

DESCRIPTION OF LEASES COMMITTED:

TRACT No. 1

Lease Serial Number; NM 56428

Lease Date: February 1, 1950

Recorded: Unrecorded in Eddy County

Lessor: United States of America

Original Lessee: Loyd Wright

Current Lessee: Bank of America, N.A., Trustee of the T.J. and
Mary Ray Siviey Trust

Description of Land Committed: Township 18 South, Range 29 East, NNM.P.M.
Section 29: S/2NE/4

Number of Acres: 80.00

Basic Royalty Rate: 12 %%

Name and Percent ORRI Owners: Thomas Ray Sivley Trust, et al 12 %%

Working Interest Ownership by

virtue of Operating Agreement

dated 10-1-18 between

Mewbourne Oil Company as

Operator and Jack Knox Operating LLC,
ct al as Non-Operators covering the E/2
Section 29 and Section 28, T18S, R29E,

Eddy county, New Mexico: Mewboume Oil Company 94.080230%
Ross Duncan Properties LLC 2.940980%
Jalapeno Corporation 2.500000%
Santo Legado, LLC 0.765250%
J & F Investments, LLC 0.694444%
Patsy Huegler 0.694444%
The 2012 DCB3 Southwestern IRR Trust 0.347221%
The Amsler Young Priddy IRR Trust 0.347221%



Lease Serial Number:
Lease Date;
Recorded:

Lessor:

Original Lessee:
Current Lessee:

Description of Land Committed:

Number of Acres:
Basic Royalty Rate:
Name and Percent ORRI Owners:

Working Interest Ownership by

virtue of Operating Agreement

dated 10-1-18 between

Mewbourne Oil Company as

Operator and Jack Knox Operating, LLC,
et al as Non-Operators covering the E/2
Section 29 and Section 28, T18S, R29E,
Eddy county, New Mexico:

Lease Serial Number:
Lease Date:
Recorded:

Lessor:

Original Lessee:
Current Lessee:

Todd E. Westmoreland

0.130210%

TOTAL

TRACT No. 2

NM 030752

August 1, 1957

Unrecorded in Eddy County

United States of America

Howard Jennings

Trigg Oil & Gas Limited Partnership %2
EOG Y Resources Inc. 3/8
Wells Fargo Bank, N.A. Trustee of

the Wynn Living Trust and the

Wynn Survivor Trust 1/8

100.000000%

Township 18 South, Range 29 East, N.NMLP.M.

Section 28: SW/ANW/4
40.00
12 2%

Nancy J. Allen, et al 5.0%

Petroyates, Inc. 1.25%

Harry B. Hinkle 0.46875%
6.71875%

Same as Tract No. 1

T 0.3

LC 067348

July 1, 1949

Unrecorded in Eddy County

United States of America

Dixon & Yates Oil Company

EOG Y Resources Inc. 40.83333%

EOG Resources Assets LLC 3.33333%

Sharbro Energy LLC 10.00000%

Jalapeno Corporation 5.00000%

Forest Church Miller, Dec’d 6.25000%

John William Miller, Dec’d 6.25000%



Description of Land Committed:

Number of Acres:

Basic Royalty Rate:

Name and Percent ORRI Owners:
Working Interest Ownership by

virtue of Operating Agreement

dated 10-1-18 between

Mewbourne Oil Company as

Operator and Jack Knox Operating, LLC
et al as Non-Operators covering the E/2
Section 29 and Section 28, T18S, R29E,
Eddy county, New Mexico:

Evelyn Dorothy Miller, Dec’d 6.25000%

Glenn G. McKinney 3.12500%
Ann M. Newman, Dec’d 3.12500%
Santo Legado, LLC 1.66667%
Marigold, LLCP 1.66667%
Tulipan, LLC 1.66667%
Shirley Nell McGehearty 5.38194%
Gladys Anne Koontz 2.95139%
Vergil O. Hopp 2.50000%

100.00000%

Township 18 South, Range 29 East, N.M.P.M.
Section 28: SE/4ANW/4 and S/2NE/4

120.00
12 %%
Yates Brothers, et al 12 4%

Same as Tract No. 1

RECAPITULATION



Tract No.

Total

No. of Acres Committed

80.00
40.00
120.00
240.00

Percentage of Interest

in Communitized Area

33.333%
16.667%
50.000%
100.00%



RECEIVED

JUL 17 2019

BLM, NMSO

STATE OF NEW MEXICO SANTA FE

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

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

AMENDED CASE NO. 16207
ORDER NO., R-20644

APPLICATION OF MEWBOURNE OIL COMPANY FOR COMPULSORY POOLING,
EDDY COUNTY, NEW MEXICO.

ORDER OF THE DIVISION
BY THE DIVISION:

This case came on for hearing at 8:15 a.m. on April 4, 2019 at Santa Fe, New Mexico,
before Examiner Michael A. McMillan.

NOW, on this 24" day of June 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
of the subject matter,

(2)  Mewbourne Qil Company (“Mewbourne” or “Applicani”), seeks to compulsory
pool additional pastics not subject to the initial Division Order No. R-14805, issued on August |,
2018.

(3)  The spacing unit is comprised of the $/2 N/2 of Section 28, and the $/2 NE/4 of
Section 29, all in Township" 18 South, Range 29 East, NMPM, Eddy County, New Mexico.

(4)  The Unit will be dedicated to the Pavo Frio 29 28 B2GH Federal Com Well No.
IH (“Subject Well”; APl No. 30-015-45404), u horizontal well drilled [rom a surface location,
2100 feet from the North line and 2500 feet from the West line (Unit F) of Section 29, to a terminus
2100 feet from the North line and 330 feet from the East line (Unit H) of Section 28, all in
Township 18 South, Range 29 East. The completed interval of the Subject Well will be at an
orthodox location.

(5)  The Subject Well is within the Palmillo; Bone Spring, East Pool (pool code 49553)
and is subject to Division Rule 19.15.15.9(A) NMAC, which provides for 330-foot setbacks from




Amended Case No. 16207
Onder No. R-20044
Pape 20l4

the unit boundaries and standwrd 40-acre units each comprising a governmental quarter-quaricy
scction. The proposed Unil and project arca consists of six adjucent quarter-quarter sections

orienled west {o cast.

(6) BOG Resources, Inc. mude u pre-hearing statement, and an appearance through
counsel at the hearing, but otherwise did nol object to granting this application. No other parly
appeared at the hearing, or otherwise opposed the granting of this application.

()  Applicant appeared at the hearing through counse] and presented evidence to the
effect that:

()  Applicant is secking to compulsory poo) additional interests not subject to
the initial order;

(b)  The Subject Wel has been drilled but not completed;

()  Applicant stated that reasonable charges for supervision (combined fixed
rales) should be identicul to the Original Order per month, per well, while
drilling and identical to the Original Order per month, per well, while
producing, provided that these rates should be adjusted annuatly pursuant
to the COPAS form litled “Accounting Procedure-Joint Operations”;

(d)  Applicant requested reasonable charges for supervision (combined fixed
rates) should be fixed at $8,000 per month, per well, while drilling and $800
per month per well, while producing, provided that these rates should be
adjusted annually pursuant to the COPAS form (titled “Accounting
Procedure-Joint Operations™;

(e)  Notice by cedtified mail was provided to all uncommitted interest owners in
the proposed Unit whose interests were evidenced by a conveyance
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.

(f)  Notice to ceriain affected partics was posted in a newspaper of general
circulution in the county as provided in Rule 19,15.4.12,B NMAC.

The Division concludes that;

{8) This is an mnended Order for Division Order No. R-14805, issued on August 1,
2018 to compulsory pool additional affected parties not subject 1o the original Order.

(9)  All provisions of the Original Order should remain in full force and effect unless
otherwise noted,
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(10)  Applicant’s request for rensonable charges for supervision (combined fixed rates)
should be fixed ut $8,000 per month, per wel, while drilling and $800 per month, per well, while
producing, provided that these rates should be adjusted annually pursuant to the COPAS form
titled “Acconnting Procedure-Joint Operations” should not be approved. To ensure protection
of correlative rights, all parties subject to the compulsory pooling should be charged identical rates.

(11) Reuasonable charges for supervision (combined fixed rates) should be fixed at
$7,500 per month, per well, while drilling and $750 per month, per well, while producing, provided
that these rates should be adjusted annually pursuant to the COPAS form titled “Accounting
Procedure-Jolnt Operations.”

IT' IS THEREFORE ORDERED THAT:

(1) All uncommitted interests, whatever they may be, in the oil and gas within the
following descrihed spacing unit (“the Unit") are hereby pooled:

A Horizonta! Spacing Unil comprising 240 acres (more or less) within the Palmillo; Bone
Spring, East (Pool Code 49553) and all other pools hereafler defined within the Bone
Spring formation underlying the S/2 N/2 of Section 28, and the S/2 NE/4 of Section 29, all
in Township 18 South, Range 29 East, NMPM, in Eddy County, New Mexico,

(2) The Unit shall be dedicated to the Proposed Pavo Frio 29 28 B2GH Federal Com
Well No. |H (“Subject Well"; APl No, 30-015-45404), a horizontal well drilled from a surface
location, 2100 fect from the North line and 2500 fect from the West line (Unit F) of Section 29, to
a terminus 2§00 feet from the North line and 330 feel from the East line (Unit H) of Section 28,
all in Township 18 South, Range 29 East. The Subject Well has been drilled but not completed,

(3)  This is an amended Order for Division Order No. R-14805, issued on August 1,
2018 to compulsory pool additional affected parties nol subject to the original Order.

(4)  All provisions of Division Order No. R-14805, issued on August 1, 2018 shall
remain in full force and effect unless otherwise noted or stated herein.

(5)  The operator shall notify each pooled working interest owner for whom it has a
valid address before it files with the Division any request for extension of the time to commence
completion and shall certify its compliance with this requirement in Its request for extension. The
Division may grant an extension at its discretion after 20-days from receipt of the request if no
objection is received. Otherwise, the Division shalt not grant the extension without a hearing.

(6)  Should the Subject Well not be completed within 120 days after commencement
thereof, then Ordering Paragraph (1) shall be of no further effect, and the Unit and project area
created by this order shall terminate, unless operator appears before the Division Director and
obtains an extension of the time for completion of the proposed well for good cause shown by
satisfactory evidence.
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(7)  Reasonable charges for supervision (combined fixed rates) for the well are hereby
fixed at $7,500 per month while drilling and $750 per month while producing, provided that these
rates shall be adjusted annually pursuant lo the overhead provisions of the COPAS form titled
“Accounting Procedure-Joimt Operations.” The operalor is authorized to withhold from
production the proporlionate share ol both the supervision charges and the actual expenditures
required for operating the well, noi more than whal are reasonable, attributable to pooled working
interest owners.

DONE at Santa Fe, New Mexico, on the day and year hercinabove designated.

STATE CF NEW MEXICO
OIL CONSERVATION DIVISION

ADRIENNE SANDOVAL
Director

SEAL




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 TQ CONSIDER:

CASE NO. 16207
ORDER NO. R-14805

APPLICATION OF MEWBOURNE OIL COMPANY FOR A NON-STANDARD
OIL SPACING AND PRORATION UNIT AND COMPULSORY POOLING, EDDY
COUNTY, NEW MEXICO.

ORDER OF THE DIVISION
BY THEDIVISION:

This casa came on for hearing at 8:15 a.m. on June 14, 2018 at Santa Fe, New
Mexico, before Examiner Michael A, McMilian.

NOW, on this 1" day of August 2618, the Division Dlrector, having considered the
testimony, the record and the recommendations of the Examiner,

FINDS THAT:

{1}  Due public notice has been given, and the Division hes jurisdiction of this
case and of the subject matter,

(@)  Mewboume Qil Company ("Mewbourne” or "Applicant”), seeks approval
of a non-standard 240-gcre, oll spacing and proration unit and project area {"the Unit") in
the Bons Spring formation, Palmillo; Bone Spring, Bast Pool (Pool Code 49553)
underdying the 872 N/2 of Section 28, and the 5/2 NE/4 of Section 29, all In Township 18
South, Range 29 East, NMPM, Eddy County, New Mexico. Applicant further seeks an
order pooling all uncommitied interests within the Unitin the Bone Spring formation.

(3)  The Unit will be dedicated to the Pavo Frio 29 28 B2GH Federal Com Well
No. 1H (API No. 30-015-Pending), a horizontal well to be drilled from a surface location,
2100 feet from the North: line and 2500 feet from the West line (Uinit F) of Section 29, (0 a
{exminus 2100 feet from the North line and 330 feet from the Bast llne (Unit H) of Section
28, all in Township 18 South, Range 29 Bast. ‘The completed intervaj of the proposed well
will be at an orthodox location.

RECEIVED

JuL 172019

BLM, NMSO
SANTAFE
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(A  The proposcd oil well will be within the Palmillo; Bone Spring, Hast Pacl
(pool code 49553) and s subject to Division Rule 19.15.15.9(A) NMAC, which provides
for 330-foot setbacks from the unil boundaries and standard 40-acre units each comprising
a2 governmental quarlor-guarier section. The proposed Unit and project area conslsts of six
edjacent quarter-quarter sections oriented west 1o east.

(5} EOG Resources, Inc,, EQOG Y Resources, Inc., BOG A Resources, Inc.,
BOG Assets, LLC, and EOG M Resources, Inc. made a pre-hearing statement and cross-
examined the witnesses at hearing.

(6)  Applicant appeared al the hearing through counsel and presented evidence
{o the effect that:

()  the Bons Spring formation in this area is suitable for development
by horizontat drilling;

(b}  the proposed orlentation of the horizonlal wells from west to east is
appropriate far the Unit;

(¢}  all quarter sectlons 1o be included in the Unit are expected 1o be
productive in the Bone Spring formation, so that the Unit as
requested will aot Impair corvelative rights;

(d) nolico by cerlified mail was provided (o all uncommitted interest
owners in the proposed Unit whose interests were ovidenced by a
conveyance instrument, either of record or known to Applicant
when the Application was filed, and lo heirs known to Applicant of
deceased persons who appear as owners in such instrurents.

(7}  BOG Resources, Inc., EOGQ Y Resources, Inc., EOG A Resources, Inc.,
BOG Assets, LLC, and EQG M Restources, Inc. made a pre-hearing statement, and an
appearance throngh counsel at the hearlng, but otherwise did not object to granting this
application. No ather party appeared st the hearing, or otherwlse opposed the pranting of
this application.

The Division concludes that;

(8)  Approval of the proposed non-standard unit will enable Applicant to dsill a
horizontal well that will efficlently produce the reserves underiying the Unit, thereby
preventing waste, and will not impair corvelative sights.

(9  Twoar more separately owned tracis are embraced within the Unit, andfor
there are royalty interests and/or undivided interests in oil and gas rainerals in one ar more
tracts included in the Unit that are separately owned.
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(10) Applicant is an owner of an oil and gas working interest within the Unit.
Applicant has the right to drill and proposes to drill the proposed well to a common soutce
of supply within the Unit at the proposed location.

(11) There are intezest owners in the Unit that have not agreed to poo! thelr
interesis.

(12) To avoid the driMing of uunecessary wells, protecl comrelative rights,
preven! waste and afford ta the owner of each Interest in the Unjt the opportunity to recover
or recsive without unnecessary expeose ils Just and fair share of hydrocarbons, this
application should be approved by pocling all uncommiited interests, whatever they may
be, in the oll and gas in the Bone Spring formation within the Unit.

(13) Mewboume Ol Company should be designated the operator of the proposed
well and of the Unit,

{}4) To ensure protecflon of commelative rights, any pooled working Interesi
owner whose address Is knawn should be notified and have an oppertunity to protest before
the Divislon grants any exiension of the time provided herein for commencing drilling.

(15) Infill wells within the Unit should be subject to Divislon Rules 19.15.13.9
NMAC through 19.15,13,10 NMAC and to the terms and conditions of this order.

(16)  Any pooled working interest owner who does not pay its share of estimated
well costs for any well in advance should have withkeld from production its share of
rensonable well costs of such well plus an additional 2009 thereof as a reasonable cherge
for the risk involved in drilling the well.

(17) Reasonable charges for supecvision (combined fixed rates) should bs fixed
al $7,500 per month, per well, while drilling and $750 per monlh, per well, while
producing, provided that these rates should be adjusted annually pursuant to tha COPAS
form titlled “Accounting Procedure-Jolut Operations.

IT15 THEREFQRE ORDERED THAT:

(I) A non-standard 240-acre oil spacing and proration unit end project area
("the Unlt®) is hereby established for oil and gas production from the Bone Spring
formallcn, Palmillo; Bons Spring, Bast {(Pool Code 49553) undedying the S/2 N2 of
Section 28, and the S/2 NE/4 of Section 29, all in Towaship 18 South, Range 29 Bast,
NMPM, in Eddy Counly, New Mexico.

{2)  Pursuant to the application of Mewbourne Oil Company, all uncommilled
intecests, whatever they may be, in the oil and gas in the Bone Spring formation underlying
the Unil, asc hereby pooled.
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(3)  The Unlt shall be dedicated to the Proposed Pavo Frio 29 28 B2GH Federal
Com Well No. 1H (API No, 30-015-Pending), a horizontal well which will be drilled from
a surface location, 2100 feet fcom the Noerth line and 2500 feet from the West line (Unit F)
of Section 29, to a terminus 2100 feet from the North line and 330 feet from the East line
(Unit ¥) of Section 28, all in Township 18 South, Range 29 Bast. The completed interval
of the proposed well shal! be at an orthadox Jocation.

(4)  The operator of the Unit shall commence drilling the proposed well on or
before August 31, 2019, and shall thereafier continue drilling the well with due diligence
to lest the Bone Spring formation,

{S)  Inthe event the operator does not commence drilling the proposed well on
or before August 31, 2019, Ordering Paragraphs (1) and (2) shall be of no effect, unless
the operator oblains a time extension from the Divislon Dircctor for good cause
demonsirated by satisfactory evidence.

{6)  The operator shall notify each pooled working interest owner for whom it
has a valid address before it files with the Division any request for extension of the time to
commence drilling and shall certify jts campliance with this requirement in its request for
extension. The Division may grant an extension at s discretion afier 20-days from receipt
of the request if no objection is received. Otherwise, the Division shall not grant the
extension without a hearing.

(7)  Should the proposed well not be drilled and completed within 120 days after
commencement thereof, then Ordering Paragraphs (1) and (2) shall be of no further effect,
and the Unit and project area created by this order shall terminate, nnless operator appears
before the Division Director and obtains an extension of the time for completion of the
proposed well for good cause shown by satisfactory evidence.

(8)  Upon final plugging and abandonment of the proposed well 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 suthorize
furiher operations.

{9)  Mewbourne Oil Company (OGRID 14744) is hercby designated the
operator of the well and the Unit,

{10) After pooling, uncommitied working interest owners are referred to as
pooled working interest owners. (“Pooled working Interest owners™ are owners of working
inlerests In the Unit, including unleased mineral interests, who are not partles to an
operating agreement goveming the Unit,) After the effective date of this order, the operalor
shall furnish the Division and cach known pooled working interest owner ja the Unit an
itemized schedule of estimated costs of drilling, completing and equipping the proposed
well {"well costs"),




(11) Within 30 days from the date the schedule of estimated well costs is
furnished, any pooled working interest owner shall have the right to pay lis share of
estimated well costs to the operator In licu of paying its share of reasonable well costs out
of production as herelnsfier provided, and any such owner who pays its share of estimated
well costs as provided above shall remain liable for opernting costs but shall not be Jjable
for risk charges. Pooled working Interest owners who elecl not to pay their share of
estimated well costs as provided in this paragraph shall thereafier be referved to as "non-
consenting working interest owners.”

(12) The opemtor shall fumish the Division and cach known pooled warking
interest owner (Including non-consenting worlkting interasl owners) an itemized schedule
of octunl well costs within 90 days folfowing completion of the proposed well, X no
objection to the actual well costs is recelved by the Division, and the Division has not
objected, within 45 days following receipt of the schedule, the actual well cosis shall be
deemed to be the reasonable well costs, If there is ar objection to ectua) well costs within
the 45-day period, the Division will determine reasonable well costs after public nolice and

hearing.

(13) Within 60 days following determination of reasonable well cosls, any
pooled working interest owner who has pald ils share of estimated costs in edvance as
provided above shall pay to the oporator its share of the amount that reasonable well costs
exceed estimated well costs and shell receive from the operator the amount, if any, that the
estimated well costs it has paid exceed its share of reasonable well costs.

(14) The operator Is hereby authorlzed to withhold the following costs and
charges from production atiributable to each non-consenting working interest owner from
each well;

(a) the proportionate share of reasonable well costs
atiributable to each such owner; and

()  as a charge for the rsk involved in drilling the well,
200% of the above costs.

(15) The operator shall disiribute the costs and charges withheld from
production, proportionately, to the parties who advanced the well costs.

(16) Reasonable charges for supervision {combined fixed rates) for the well are
hereby fixed at $7,500 por month while drilting and $750 per month whike producing,
provided that thase rates shall bo adjusted annually pursuant to the overherd provisions of
the COPAS form tltled “Accounting Procedire-Jolnt Operations” The operator Is
authorized to wilhhold from production the proportionate share of both the supervision
charges and the actual expenditures required for operating the well, not more than what are
teasonable, attributable to pooled working interest owners.
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(17)  Bxcopt as provided 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 theroto 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 shali be
turned over 1o the appropriate authority as and when required by the Uniform Unclaimed
Property Act (NMSA 1978 Sections 7-BA-1 through 7-8A-31, as amonded).

(18)  Any unleased mineral interest shall be considered a seven-elghths (7/8)
wosking interost and a one-sighth (1/8) royalty interost for the purpose of allocating costs
and charges under this Order. Any well costs or chnrges 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 witbheld from production atiributable to royally interests.

(19)  Should all the parties to this compulsory pooling order reach voluntary
agrecment after ontry of this order, this order shall thereafier be of no further effect,

(20) The operator of the well and the Unit shall notify the Divislon in writing of
the subsequent voluntary agreement of all partics subject to the compulsory pooling
provisionz of this order,

(21)  Jurisdiction of this case is retzined for the entry of such further orders as the
Division may deem necessary.

DONE g1 Santa Fe, New Mexico, on the day and year hereinabove designated.

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

Director
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