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T
NEW MEXICO OIL CONSERVATION DIVISION K-9-715- -37£
- Engineering Bureau -

W
1220 South St. Francis Drive, Santa Fe, NM 87505 = ' A %
Aoa Y

ADMINISTRATIVE APPLICATION cl-lecl(kg,sr £

THIS CHECKLIST IS MANDATORY FOR ALL ADMINISTRATIVE APPLICATIONS FOR EXCEPTIONS TO DIVISI% AND &Q%TIONS
"8 T,
o8 b,

WHICH REQUIRE PROCESSING AT THE DIVISION LEVEL IN SANTA FE & é’
Application Acronyms:
[NSL-Non-Standard Locatuon] [NSP-Non-Standard Proration Unit] ISD-Slmultaneous? %
[DHC-Downhole Commingling] [CTB-Lease Commingling] [PLC-Pool/Lease CO % o
[PC-Pool Commingling] [OLS - Off-Lease Storage] [OLM-Off-Lease Measureme
[WFX-Waterflood Expansion] [PMX-Pressure Maintenance Expansion]
[SWD-Salt Water Disposal] [IPl-Injection Pressure Increasel]
[EOR-Qualified Enhanced Oil Recovery Certification] [PPR-Positive Production Response]

{1] TYPE OF APPLICAPION - Check Those Which Apply for [A]
[A] Location - Spacing Unit - Simultaneous Dedication

NSL [] Nsp [] spD

Check One Only for [B] or [C]
[B] Commingling - Storage - Measurement
(0 bHC [] ctB [] pLCc [ PC [] oLs [] oLM

[C] Injection - Disposal - Pressure Increase - Enhanced Oil Recovery
] wex [ pmMx [ swDp [ e [J EOR [] PPR

D] Other: Specify
2] NOTIFICATION REQUIRED TO: - Check Those Which Apply, o(‘ E’E oes Not Apply/‘
[A] ] Working, Royalty or Overriding Royalty Interest

[B] [] Offset Operators, Leaseholders or Surface Owner

(€] [] Application is One Which Requires Published Legal Notice

D] [] Notification and/or Concurrent Approval by BLM or SLO

U.S. Bureau of Land Management - Commissioner of Public Lands, State Land Office

[E] [ ] For all of the above, Proof of Notification or Publication is Attached, and/or,
[F] [] Waivers are Attached

3] SUBMIT ACCURATE AND COMPLETE INFORMATION REQUIRED TO PROCESS THE TYPE
OF APPLICATION INDICATED ABOVE.

[4] CERTIFICATION: I hereby certify that the information submitted with this application for administrative
approval is accurate and complete to the best of my knowledge. 1 also understand that no action will be taken on this
application until the required informatigh and notifications are submitted to the Division.

Note: Statement m st e completed By a ividual with managerial and/or supervisory capacity.
James Bruce Z‘W Attorney for Applicant é 0 C{

Print or Type Name flgnature Title Date

jamesbruc@aol.com
e-mail Address
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JAMES BRUCE
ATTORNEY AT LAW

POST OFFICE BOX 1056
SANTA FE, NEW MEXICO 87504

369 MONTEZUMA, NO. 213
SANTA FE, NEW MEXICO 87501

(505) 982-2043 (PHONE)
(505) 660-6612 (CELL)
(505) 982-2151 (FAX)

jamesbruc@aol.com

February 6, 2005

Hand Delivered

Michael E. Stogner

0Oil Conservation Division
1220 South St. Francis Drive
Santa Fe, New Mexico 87505

Dear Mr. Stogner:
Pursuant to Division Rule 104.F(2), Apache Corporation applies for

administrative approval of an unorthodox oil well location for the
following well:

Well: ' Hawk B-1 Well No. 41
Location: 2590 feet FSL & 2630 feet FWL
Well Unit: NE%SWY of Section 9, Township 21 South, Range

37 East, N.M.P.M., Lea County, New Mexico

The well will be drilled to test the Grayburg formation (Penrose
Skelly (Grayburg) Pool), which is an oil pool spaced on 40 acres.
(Under Commission Order R-98-B, there is no limiting gas:0il ratio
in the pool.)

The application is based on geologic and engineering reasons. A
complete discussion, with appropriate exhibits, is attached as
Exhibit A. The proposed well will be located in the approximate
center of four existing Grayburg wells. Based on drainage
calculations and the low permeability of the reservoir, applicant
believes that drilling the infill well will recover reserves which
will not be recovered by the existing Grayburg wells.

Attached as Exhibit B is a land plat, highlighting the proposed
well’s location. The S¥ and E¥NWY% of Section 9 are covered by U.S.
Lease NM 90161, and the NE¥% of Section 9 is covered by Apache
Corporation’s "Southland Royalty" fee lease. The operating rights
owners in the leases are as follows:



U.S. Lease NM 90161 Southland Royalty Lease
Apache Corporation Apache Corporation
Chevron Texaco Inc.

BP America Production Company

To allocate well costs and production equitably between the two
leases, the operating rights owners have entered into a Cooperative
Well Agreement, submitted as Exhibit C. Production and costs are
being allocated to the two leases based on hydrocarbon pore volume
and an estimated 22 acre drainage area for the proposed well. The
Bureau of Land Management has approved the agreement. As a result,
notice of this application need not be given to any offset.

Please call me if you need any further information on this matter.

Very) truly yours,

James Bruce

ttorney for Apache Corporation



Application of Apache Corporation for administrative
approval of an unorthodox well location:

40 acres — 2590’ FSL & 2630’ FWL
Section 9, Township 21 South, Range 37 East, NMPM
Lea County, New Mexico

PRIMARY OBJECTIVE: GRAYBURG
In support:
1. Apache Corporation (Apache) is the operator of the proposed Hawk B-1 #41
well (Exhibit 1). The proposed total depth is 4150’ in the San Andres

formation.

2. The location is in the Penrose Skelly; Grayburg Oil Pool and encroaches
toward the following wells (Exhibit 2).

OPER WELL LOC | RESERVOIR CuUM DAILY
O/IG/W O/G/W
Apache | Hawk B-1 #24 09-F Grayburg 28/68/27 35/216/37
Apache | So Roy A #10 09-G Grayburg 16/84/40 12/88/26
Apache | Hawk B-1 #25 09-J Grayburg | 16/113/19 28/249/34
Apache | Hawk B-1 #26 09-K Grayburg 13/44/19 21/89/33
Oil in MBO BOPD
Gas in MMCFG MCFGPD
Water in MBW BWPD

3. The proposed unorthodox Hawk B-1 #41 Grayburg location of 2590" from
south line and 2630’ from west line is in a 40 unit that does not have a currently
productive Grayburg well. Its location is additionally based upon
considerations of the drainage of offset wells:

a) Grayburg Reservoir

The Grayburg is a series of alternating subtidal and supratidal dolomites,
with the subtidal rock having porosity and hydrocarbons and the
supratidal rock being tight. The Grayburg environments varied rapidly so
that porous and tight intervals do not necessarily correlate well-to-well.
Tight dolomite and/or anhydrite intervals within the Grayburg create
vertical hydraulic barriers between different zones of porosity. Average
porosity of the Grayburg is less than 10%, and average permeability is
less than 1 millidarcy. Grayburg wells are thus not usually capable of
draining the 40 Acre spacing unit.




The reservoir was analyzed by mapping Hydrocarbon Pore Volume
(HCPV) (Exhibit 3). HCPV is the product of feet of pay (h) times average

porosity (PhiA) times oil saturation (So).

The map is the arithmetic

product of grids interpreted from those values. The values were obtained

as follows:

1.

Net Pay was read either from modern neutron-density logs or
estimated from a map developed from gross pay (clean
dolomite) times net to gross ratio.
Average Porosity was calculated from modern well logs using
a minimum of 6% crossplot porosity and a maximum of 20%.

Oil Saturation was calculated from a fractional flow curve

using recent water cut values.

The following table provides drainage areas calculated from the HCPV
map and reserves of the offsetting wells.

OPER WELL LOC | AREA EUR EUR
A MBO MMCFG

Apache Hawk B-1 #24 09-F 12 43 250

Apache So Roy A #10 09-G 23 32 540

Apache Hawk B-1 #25 09-J 31 95 900

Apache Hawk B-1 #26 09-K 20 54 350

Reserves for the proposed location were calculated by planimetering the
undrained area of the HCPV isopach which lies under a drainage circle
(the size of which is the average of the direct offset drainage areas)
centered on the proposed location. Any competitive drainage is shared
between the proposed well and the existing offset wells. The resuits are

as follows:
WELL LOC | HCPV AREA EUR EUR
A MBO | MMCFG
Hawk B-1 #41 09-K 3.5 22 68 816
4. Notice

a. Apache is the operator of the Grayburg wells toward which the proposed well
will encroach. All of the working interest owners in those wells have been

notified, being:

1. Chevron/Texaco
15 Smith Road
Midland, Texas
Attn: Mr. James Baca




2. BP America Production Co
501 Westlake Park Blvd
WLI1- Room 6.199
Houston, Texas 77079
Attn: Mr. Tony Webb

5. Approval of this application will afford the interest owners in this spacing unit an
opportunity to recover oil and gas which would not otherwise be recovered.
Correlative rights of the offsetting units will be protected by a sharing agreement
set forth in a letter agreement.
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i+ F0- Bax 1680, Hobbe, NM ""“_"” R . Encrgy, Mincrals and Nataral Besurécs Departiacnt .~ " Revised Pebruary 10, 1984
DISTRICT - C o ) - . Submit to Appropriatc District Office
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P.0. BOX 2088, SANTA PE, KM, 87504~2088 WE[L LOCATION AND ACREAGE DEDICATION PLAT O AMENDED REPORT
’ - AP1 Nuxaber - Pacl Code ) . _ Pool Nama
Property Code Property Name ) . . Well Number
S BAWK B—1 c . ' 41
OGRID No. . . . . Operator Name ’ . 'ELEVATION
APACHE CORPORATION ‘ 3487"
Surface Location

| UL or lot No. Section Township

Range Lot Idn Feet from the

K | 9 21-s| 37-g| = | 2590

North/South line Fect from the East/West line County

SOUTH 2630' WEST LEA

rent From Surface

Bottom Hole Location If Diffe

UL ar lot No. Section | Township Range Lot 1dn Feet from the

North/South lme Feet from the

East/West line County

- Dedicated Acres Joint or Infill Consolidation Code Order No.

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED
o - OR A NON—STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

OPERATOR CERTIFICATION

I hereby gertify the the information
conlained hevein ix frue and compleie to the
best of my knowledge and bellef.

Signature
GEQDETIC COOROINATES [
NAD 27 NME . Printed Name
Y = 545086.9 N '
= B59435.7 E. .
LAT." 3729'35.36"N Title
LONG. 103°10°03.34"W
X . Date
3489.4' " 3483.5" . -
o [soa 1 SURVEYOR CERTIFICATION
26367 o 8|7 N :
. . L_F__I . 1 Asreby ceriify that the well location shoum
34914 o 13486 1" ’ . m this plal was ploited from field notes of
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sorract to the best of my belaf
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DISTRICT 1

.0, Bax 1060, Bobbde NM 08241-1080 - . -

DISTRICT II .

P.0. Drawer DD, Artesia, NM 282110719

DIS'I'RICT Jaid

1000 Bia Brasos BA., mqmm4lo

State of New Mexico

Insg mmxmmw

OIL C ONSERVATION DIVISION

i Santa Fe, New Mexico 875042088

P.0. Box 2088

Porm C-102 .
B.evued February 10, 1994
Submﬂ. to Appropriate District Office
State Laase — ¢ Coplen
Fee Leage — 3 Copies

Consolidation Code

DISTRICT IV - ' IR n
DRI LY re . ssososs WELL  LOCATION AND ACREAGE DEDIC}ATION PLAT . & AMENDED REPORT
. APT Number : Pool Code Pool Name
Propexty Codg» Property Neme Well Number
. HAWK B-1 . 41
OGRID No. Operator Name ELEVATION
APACHE CORPORATION 3487’
. Surface Location _ _
UL or lot No. Section _ Townahip Range Lot ldn Foet from the North/South line Feet from the East/West line County -
K ‘9 21-=S| 37-t ' 2590° SOUTH 2630’ WEST LEA
‘ _ Bottom Hole Location If Different From Surface
UL or lot No. | Section | Township Range - | Lot ldn Foet from the | North/South line !’eut‘ from the East/V¥est line County
Deru.c.ntcd ‘Acreu‘ ‘Joint or In_t‘m Order No.

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED

OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

" HAWK B-1 #5

L HAWK B-1 #24

HAWK B-1 #2

HAWK B-1 #2-

APACHE-SDUTHLAND ROYALTY #1

OPERATOR CERTIFICATION

I heraby cert{fy the tha information
coniained herein {s true ond complate to the
bast af my knowledge and baliaf.

Signature

Printed Name

Title

Date

SURVEYOR CERTIFICATION

1 hareby certify that the wall lacadion shoun
on this plal was ploited from fleld noier of

supervisen, ond thai the same is trus and
correct la tha beet aof my belef.

August 06, 2003

Date Surveyed

Signature & Seal of
Profeasional Surveyor

AWB.

03.11.0848

Certificate No. RONALD J. EIDSON 3239
GARY EIDSON 12841

aztual surveys made by me or under my |
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APACHE CORP

/ SO ROY A 10
APACHE CORP

APACHE CORP
RRsEE HAWK 'B-1" 24

\ n/ b/ //

SO ROY 1-A-17]

o/ APACHE oom_u PACHE CORP

HAWK B-1 33 AWK B-1 41

APACHE CORP
HAWK B-9 5

APACHE CORP
HAWK B 9 2

®

-APACHE CORF
HAWK "B-1" 25

APACHE CORR
" HAWK 'B-1" 26

N

\\ -

{
i
i

YATES-SEVEN RIVERS-QUEEN . BLINEBRY-TUBBS-DRINKARD

GRAYBURG ABO

. SAN ANDRES . LOWER PALEOZOIC

0 500 1,000 1,500

FEET

WELL SYMBOLS
O Location Only

® Oil Well
1t Gas Well

- Dry

POSTED WELL DATA

GRAYBURG HCPV o QPERATOR

TWO WARREN PLACE, SUITE 1500

6120 SOUTH YALE

TULSA, OKLAHOMA 74136-4224
CORPORATION

CENTRAL REGION

HAWK B-1 #41

SEC 9-T21S-R37E
LEA COUNTY, NEW MEXICO

EXHIBIT 3

GRAYBURG
HCPV

DATE: 10-9-03

~ DWG:PROD (CURTIS\OCD-NM\2004 GRYBRG)
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Unlted States Department of the Interlor" o k" o

| BUREAU OF LAND MANAGEMENT I —‘“‘; "‘
-~ Roswell Field Office - - S TAKE PRIDE®
2909 West Second Street . . l') S r'ﬁ‘xﬁﬁﬁgll%A

‘Roswell, New Mexico 88201-2019 S
In reply refer to: ‘ ‘ ) .
NMNMI111015° -

-+ 3105.1 (06300)

Re: Cooperative Well Agreement o o ‘ 8 RECEIVED 4
Hawk B-1 #41 Well -~ R - o
Sec.9 —21S-37ENMPM B : o L ’ JAN 2 0.'2004

. Lea County, New Mexico LAND DapT.
- Apache Corporationi ‘ |
 Attn: Cindy McGee-
- Two Warren Place — Suite 1500
6120 South Yale
Tulsa OK ' 74136-4224

" Dear Ms McGee‘ o

* Enclosed is an approved copy of the Cooperatlve Well Agreement for the Hawk B-1 #41 well
‘located 2590” FSL & 2630’ FWL, Sec. 9, T. 21 S., R. 37 E., Lea County, NM. The Cooperatrve
- Well Agreement has been a551gned contract No. NMNMI 11015. :

Production and royaltles from the referenced well shall be allocated and reported to the Minerals
Management Servrce (MMS) as followmg

Lease NMNM 90161 . - 80.05%
Fee Lease »19.95%
i‘ , Please furnish all interested principals with appropriate . evidence of this approval.

7 It you have any questions please call Mary Lou Ormseth at (505) 627- 0258 or Armando Lopez at
- (505) 627-0248.

Slncerely Yours :

| A A
Larry D. Bray “

~ Assistant Field Manager
Lands and Minerals

o : f:.fff‘"Enclosure : '
1= Cooperatlve Well Agreement




'COOPERATIVE WELL AGREEMENT ~ /Wi v/t 147975
(for the Hawk B-1 #41 Well)

* This Coopelanve Well AgI eement (“AgIeement”) is entered into and is effective as of the N

lst day of December ; 2003, between BP AMERICA PRODUCTION COMPANY, whose S

o “address is 501 Westlake Park Blvd. , Houston, TX 77079 ("BP"), CHEVRON U.S.A. INC:, whose -

" ~address is 15 Smith Road, MIdland TX 79705 ("Chevron") and APACHE CORPORATION o

- whose address is Two Warren Place, SuIte 1500, 6120 South Yale Avenue, Tulsa, Oklahonia 74136 ' :.'_" ) “; :
- ("Apache"). ‘BP, Chevron, and Apache are sometImes heIeafteI Iefeued to IndIVIdually as “PaIty” S

5 ‘and collectIvely as “PaItIeS” o

\VITNESSETH

WHEREAS Ap‘lche is Opel ator of the following Oll an(l gas leases in Lea Count) , New ‘

' = Y'Meuco (helemaftel sometlmes collectIvely referred to as the ”PI oper tIes”)

1 . _’IIaka -1 Lease— e :
' ' Lessor: = The United States of Ameuca NM 90161

o v-'?‘;Lessee : " Estate of Wilbur C, Hawk
“Date: - March1, 1958

- 'Description: Insofar and only lllSOf‘ll as same covers’ the followmg-(lescube(l

- “land i in Lea County, New Mexico: -
R Townslnp 21 South, Range 37 East N.MLP.M."
Sectlon 9: SE/4NVV/4 NE/4SW/4 NW/4 SE/4

o 2. _‘Southland Rovalty “AY Lease— ' :
’ - -Lessor: - Southland Royalty Company, et al

‘Lessee: Stanolind Oil & Gas CO.
‘Date: ' Septembel 22,1942

Description:  Insofar and only insofar as same coveIs the followmg (lesc1 Ibe(l A

v’land in Lea County New Mexico:
~Township 21 South, Range 37 East, N.M. P M
SectIon 9: SVV/4 NE/4 F

»’ " WHEREAS Apache has 100% of the opeIatIng IIghts in and to the Southland Royalty “A” v =

Lease and

. ",and .

WHEREAS the PaItIeS desue to dIIll and complete the Ha\\ k B 1 #41 Well (“Cooperative - .

o Well”) for the production of oil, gas and related hydrocarbons at a non-standard location encroaching °

on the lease line between SE/4NW/4, NE/4SW/4, NW/4SW/4 and SW/4NE/4 of Section 9 as. .
: descubed below and S

WHEREAS the PaItIes each own undIVIded opeIatIng IIghts in and to the Hawk B 1 Lease 2 |

g WHEREAS the PaItIes desue to pIOVIde for the shari ing of pIoductIon from aIId the costs of -

. dIIlhng, completmg and opeIatmg said Hawk B- 1 #41 Well as descubed hereinbelow.

: NOW THEREFORE the Parties heIeby agIee as follows

L -DESIGNATION AND RESPONSIBILITIES oF OPERATOR

.A, | Apache 1S deSIgnated as opeIatOI (“Operator”) ofthe Hawk B-1 #41 \Vell for
: the purposes ot this AgIeement

o 'B. OpeIatOI shall dull complete and operate the CoopeIatIve Well for oil and/or
gas production from horizons encountered from the surface of the eaIth down to and IIIcludIIIg the -
J base of the GIaybuI g Founatlon as follows ' ' '

» Ragel



Hawk B-1 #41 Well:

SURFACE LOCATION: . 2,590’ FSL &2,630° FWL, Sec. 9, T21S-R37E,
Lea County, New Mex1co R o o
S Planned Total Depth B 4,150 feet, but in no event below the base of -

The Grayburg Formation plus one hundred
(100) feet for opera '1t1onal pur poses only

Except as otherwise p1OV1ded in this Ag1eement the Parties aglee that all opel at1ons and the

,‘ ‘1‘ights and obligations of the Parties, with respect to the Cooperative Well shall be governed by the -
- terms and conditions of that certain NMFU Opelatmg Agreement dated Septembel 1,1989,as =

| o amended to date (hereinafter referred to as the "NMFU Operating Agreement"). Solely for purposes: B
- of drilling and operating the Hawk B- 1 #41 Well, Exhibit A-1 to the NMFU Operating Agreement is

L 'amended to cover the Hawk B-1 #41 Well as provided herein. As between the Parties there is and

S A'_shall be no cross-assignment or other transfer to title to any interests of the Parties in the Properties . T

- asaresult of this Agreement. This Agreement is merely a contr actual arrangement among the Parties
~ to drill, equip, test, operate and produce the Cooperative Well. BP and Chevron shall, at their sole.
- cost and risk, have access to the Cooperative Well location at all reasonable times to inspect or -
" observe operations and to-information pertaining to the development and operation of the -
‘Cooperative Well: BP and Chevron, shall also have the right to audit Operator’s books and records

- relating thereto in accordance with the apphcable provisions of Exhibit "C" - Accounting Procedure,

attached to the NMFU Operating Agreement. Operator, upon request, shall firnish BP and Chevron o

'f':‘_cop1es of all forms or reports filed with governmental agencies, well logs, tank tables, daily gauge

. - and run tickets and reports of stock on hand at the first of each month, and shall make available to ’v
.. BP and Chevron samples of any cores or cuttings taken from the Cooperative Well. The cost of ‘

- : gathelmo and furnishing 111f01mat1011 to BP and Chev1on othe1 than that specified above shall be
o cha1ged to BP and Chevmn : :

c. Ope1at01 shall estabhsh and maintain a Joint Account fo1 the performance

o heleol and shall advance all costs incurred in connection with operating the Cooperative Well and

" shall charge the Joint Account for all such costs on the basis provided in Exhibit "C" - Accounting

" Procedure, NMFU Operating Agreement. All charges and credits to the Joint Account for the = -

- Cooperative Well shall be bornie, and production therefrom will be shared, including but not limited

o - to charges, credits and production assoc1ated with recompletions of the Cooperative Well to horizons- -

Lo ‘shallower than the G1aybu1 g founann by the below named Parties in the pelcentage shown. .= - ‘
N opp051te their name as follows '

Apache: ... rbeeneaereesesressreene e S 59.9750%

23 S e T 20.0125%
- Chevron

O S PSS RO e 20.0125%

All othe1 operations conducted or wells dr 1lled on the lands described above not 1elated tothe . -
Coopelatwe Well will not be affected by this Agleement

‘ If any provision of EXhlblt "C" Aceountmg Plocedule is inconsistent with any provisionin -
B thls Agreement, the p1 ovisions of this Agleement shall p1eva11 '
- . !

2. TERM OF AGREEMENT %
- This Agleement shall remain in full force and effect S0 long as such Coopelatwe Well_ :
‘ contmues to produce oil or gas or both, and for an add1t1onal period of ninety (90) days from
) cessat1on of all production; provided; however, if, prior to; ithe expiration of such additional pe110d

.the Parties are engaged -in drilling or: 1ewo1l<1ng ope1atlons to restore production from the
Cooperative Well hereunder, this Agleement shall continue in force until such operations have been
~ completed, with no cessation of more than sixty (60) consecutive days, and if production results

there from, this Agleement shall continue in force as provided herein. Upon cessation of the - - -

-production of oil or gas or both, Ope1at01 shall plug and abandon the Cooperative Well in -
accordance with all rules and regulations of all governmental agencies having jurisdiction over the .
~premises at the cost, risk, and expense of the Parties, and shall salvage all equipment in and on the

. ‘Page 2




well for the account of the Pa1ty(1es) that lmtlally pald for said equ1pment The termination of tlns :

Agreement shall not relieve any of the paltles from any liability which has accrued her eunde1 prior to
the date of such te1mmat10n

Notwithstanding anything to the contrary contained elsewhere in this Agreement, if the actual =

~ drilling operations for the Cooperative Well are not commenced on or before June 30, 2004, then this
- Agreement shall immediately terminate and shall have no further force and effect.

3. NON-PARTNERSHIP ELECTION

AL Undel no cucumstances shall this Ag1eement be constlued as 01eatmg a ..
C pa1t11e15111p, mining partnership or an association for profit between or among the Parties hereto. The
) liability of the Parties shall be several and not joint or collective.. Each Party shall be liable only for *
*the costs incurred and the risks assumed by each respective Party in connectlon with the per fonnance L
‘ L of this Agleement ' '

: B.o Notwuhstandmg any p10v1510ns he1em that the ught and liabilities of the
Paities hexeunde1 are several and not joint or collective or that this Agreeinent and the operations

B _he1eunde1 shall not constitute a par tnership, if for Federal income tax purposes this Agreement and
" the operations hereunder are regarded as a partnership, then each of the parties hereto hereby elects to -
~be excluded from the application of all the provisions of Subchapter K, Chapter 1, Subtitle A, ofthe

" Internal Revenue Code of 1986, as permitted and authorized by Section 761 of sa1d Code and the -
. regulation promulgated thereunder. Operator is authorized and directed to execute on behalf of each
~of the Parties hereto such evidence of 'this election as may be required by the Secretary of the .-

~ Treasury of the United State or the Federal Internal Revenue Service, including specifically, but not
* by way of limitation, all of the returns, statements, and the date required by Federal Regulations
7+ 1.761-2. Should there be any requirement that each party hereto further evidence this election, each
o Party hereto agrees to'execute such documents and furnish such other evidence as may be required ‘

. hereto further agrees not to give any notices or take any other action inconsistent with election made.

by this Agreement is located or any future income tax law of the United States, contain, or shall

" Internal Revenue Code of 1986, under which an election similar to that provided by Section 761 of -
" Subchapter K is permitted, each of the parties heteby makes such election or agrees to make such _
- election as may be permitted by such laws. In making this election, each of the Parties hereto hereby

i dete1 mined W1thout the computat1on of the paltnelshlp taxable income.

v . TRANSFER OF INTEREST

, lf any instrument pur p01t1ng to effectuate the sale a551g11me11t or transfer of any interest of a .
Pa1ty in or to the Hawk B-1 Lease, and/or the Southland Royalty “A” Lease does not expressly

o pu1p01ted sale, a551gmnent or t1ansfe1 of any such interest shall be void.

5. CLAIMS AND LA\VSUITS

CAL If any Party is sued on an alleged cause of action arising out of ope1at10ns "
_ coveled by this Agreement, it shall glve plompt written not1ce of the suit to the other party.

- .B.. Ope1 ato1 may settle any smgle damage claim or suit arising from operations -
;he1eunde1 for any settlement amount not exceeding Thirty-Five Thousand Dollars ($35,000),
provided such payment is in complete settlement of such cla1m or suit,

C. If the amount 1equued for settlement exceeds the amount he1emabove set out,
' Ope1at01 shall give notice to BP and Chevron of its intent to settle for such higher amount, and if BP
and Chevron agree to such hlghe1 amount, Ope1at01 may settle such claim or suit for such higher
amount.

Page 3
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- bythe Federal lntemal Revenue Service or as may be necessary to evidence this election. Each Party ~ o
hereby. If any present or future income tax laws of the state or states in which the property cove1ed._‘, o

_heréafier contain, provisions ‘similar to those contained in Subchapter K, Chapter 1, Subtitle A, of the -

‘ 'states that the income derived by it from the operations under this Agleement can be adequately R

L provide that such sale, assigniment or transfer is made and accepted subject to this Ag1eement the



- - D. If, in Operatm S opnnon such claim or suit is not amenable to or susceptible

* of settlement, Operator may upon delegation of such authority by the Parties hereto supervise the

" administration of said claim or suit employing Operator’s staff attorneys or other attorneys as it may
see fit to do so. The fees and expenses of settlement and handling such claim or suit shall be charged

to the Joint Account, pr ov1ded no chal ge shall be made f01 services performed by the staff attor neys

- for either Palty ‘ : : ~

6.  TAKING PRODUCTION IN KIND .~

E Each Palty shall take in kmd or sepa1 ately dlspose ofits p1 opomonate shale of all oil and gas o S S
' produced from the Coope1at1ve Well, exclusive of production which may be used in development L
and. producing opelatlons and in preparing and treating oil and gas for 1na1ket1ng purposes and -

';ﬂptoductlon unavoidably lost. - Any extra expendltuxe incurred in the taking in kind or separate -

- disposition by any Party of its proportionate share of the production shall be borne by such Party. = .- N

- - Any Party taking its share of production in kind shall be required to pay only for its plopmtlonate

: sha1e of such part of Operator’s sur face facilities which it uses. In the event one or more Parties"

 separate disposition of its share of the gas causes split-stream deliveries to sepalate pipelines which

o ':on a day-to-day basis for any reason are not exactly equal to a Party's 1espect1ve proportionate share "
"+ of total gas sales to be allocated to it, the balancing or accounting between the respective accounts of -

the Parties shall be in accmdance with the Gas Balancmg Agteement attached to the NMFU
Opelanng Agleement

In the event any Palty shall fail to make the arrangements necessaly to take in kind or -~ .

3 separately dispose of its p1op01t10nate share of the oil produced from the Cooperative Well, Operator

- shall have the right, subject to the 1evocat1on at will by the Party owning it, but not the obligation, to
~ purchase such oil or sell it to others at any time and from time to time, for the account of the

" non-taking Party at the best price obtainable in the area for such ploductmn Any such purchase or
] ‘sale by Operator shall be subject always to the right of the owner of the production to exercise at any

time its right to take in kind, or separately dispose of, its share of all oil not previously delivered toa -

“purchaser. Any purchase or sale by Operator of any other Party's share of oil shall be only for such

“reasonable periods of time as are consistent with the minimum needs of the industry under the = .

'palt1cula1 cncumstances but n no event for a peuod in excess of one (1) yea1

7. PRODUCTION ALLOCATION AND BURDENS ADMINISTRATION

' Al 1oyalt1es ovemdmg 10}’31'[}’ interests, plOClUCthll payments, or ¢ similar lease bmdens R
- encumbel ing the Properties which are created and existing as of the effective date hereof are defined

| " as the Existing Burdens. Solely for the payment of such Existing Burdens, all oil, gas and related - o

o _,,hydloceubons produced ﬁ om or allocated to the Coopelatlve Well shall be allocated to the Plope1t1es o
- as follows: Ll :

Haka | Lease ............ SUURE SO SRR s .80.05%
Soutllland Royalty “A” Lease. . e 19, 95%

- _;Each Party shall account f01 and admnnstel its shale of the Ex1st1ngBmdens attubutable to the.

- Hawk B-1 Lease and/or the Southland Rovaltx“A” Lease based on such Party’s operating rights in (
. 'said lease(s) 1nsofa1 and only 1nsofa1 as to the formation(s) being produced from the Cooperative - -

:'l : Well. Further, each Par ty shall 1ndemmfy and hold hannless each other Parties for the payment ofits
L \sha1e of such Ex1st1ng Burdens. : :

‘”Acceptance of the payment of such Ex1st1ng BUIdCHS by the owners theleof shall never be construed. N
~. - .as approval or 1at1ﬁcat1on ofa poolnlg, umt1zat10n or commumtlzatlon of the Hawk B-1 Lease and
the Southland Royalty “A” Lease. '

8. MEASUREMENT

Subject to the provisions of Paragraph 6, all ail p‘l’oducetl from the Cooperative Well Will be

- measured in accordance with the standard metering practice accepted by the State of New Mexico: : |

~ and ‘Bureau of Land Management The method used shall be checked for accuracy at least once

’ l’age4 o



e ever y 111011th All gas sepa1ated from such 011 sha]l be lll€t€1€d 01 deteumned ﬁom Well test befcne A
o dehve1y to. the gas pmclmsel S

9. TITLE

R This Agleement is not xntended as a conveyance of any interest whatsoeve1 in real p1ope1ty f
. "“owned or controlled by the Parties, but is merely a contractual arrangement between the Parties to -+ -
' __;:'opelate the Coopelatwe Well and sha1e the ploductlon and costs theleof : 3

10, N‘OTICES

S LA All notlces “authorized or 1equned by. tlns Agleement unless othexw;sei_y”vl
o '%'-spec1ﬁcally pr owded shal] be deemed to have been given when it is received by the Par ty to whom o
7 -addressed ifit is given in Wutmg by Certified Mail, Return Receipt Requested of telegram, postage. =~
© . orcharges p1epa1d and add1essed to the pa1t1es to whom the notlce is'given at the addresses- hstedf‘«
ﬂ:above - : -

SR " B. Each Paxty shall have the ught to change 1ts adchess at any tnne 'md fr om LT
e ‘V-Ftnne to tlnle by gwmg wntten notlce theleof to the othel Pames '

|x’.

| 11. PRE COMMENCEMENT APPROVALS -

y o

o Noththstandmg anythmg to the contlaly contained else\vhe1e mn tlns Agreement, Ope1at01 o
o shall not commence actual drilling operations for the.Cooperative: Well until this Agleement has s
L -been app1 oved by the Amhouzed Ofﬁce1 of the Bur eau of Land Management 5

s Thls Agleement 1S ﬁeelya551g11able and shall extend to andbebmchng onthe successms and_ D
_asmgns of the Pa1tles heleto ) R S :

L This’ Agxeement may be e\ecuted mn any numbe1 of counte1pa1ts each ot Wthh shall beg
: conmdeled as an ouglnal fOI all pulposes ‘ : SR

S IN W ITNESS WHEREOF the pames have caused the executxon of this 1nstmment 10 be'; s
__ ;:'{eftectlve on lhe datc first above wnuen ‘ R

S

A APACHE. CORPORATION S BP Al\{[ERﬁICAEPRODU‘CTION COMPANY i
I P1 1nted Name:, d/;\ )C\WHSTG‘VI % . Printed Name:____
: ’_;_'.__‘:'Tnle L M‘/ - Title: _

: '.k"‘b;__yi":CIIEVRONUSA INC I o f&BUREAU oF IAND MANAGEMENT

*Printed Name:___~ e e }Pnnted Name /-#1([&)[ ,7973 yi

Explorcmon & Developmed‘t

7

Page S



-' ; STATE OF OKLAHOMAJ" 5
o
COUNTY OFTULSA 3§

' 1."c01pomt10n on behalf of sald cmpmatlon

Ay, - Notary Publchklahoma
» OFFICIAL SEAL | | ,

/e S’f"fiz‘sﬁ\%%ﬁ%%o 1N Ngta_ry Public, State of Oklahoma

Comm. Exp. 07-20-2004} - S R '

= STATE "OF'TEX as S
,COUNW OF HARRIS _ § e
ThlS mstmment qu acknowledged befo1e me tlns : dqy, o f ——_——, 200*’ by‘;v o

>

L C.Ompa’ny,. a Delaw_are corpOration,‘on”‘behalf of said corpo_ration.‘ ;

= N(‘)taryvlr’ublic, State offexaé
STATE OF TEXAS .’ 5 - R
| }vv.":-.f";\ii_COUNTY OF MIDLAND 2 =
| ThlS 1115t1u£11€nt was ’ac‘k‘nowledgfv:d befme.m‘e tlns‘ . day Of_*_;_;;___ 200 - . by

.'».’

Pe_lm'sylyania c01‘~porat10n,-"on_ behalf of said corporatlon.

: o V‘Notary Public',‘ Staté of Texas

: ’A_‘STATE OF NEW MEXICO §
e ‘ s T
COUNTY OF LEA - 5 e

SR ThlS mstmment Was acknowledged befme me this day of - o 200 %)
Cby SRR Authouzed Ofﬁcel of the Bmeauof Land Management onf :
. vbehalf of the Bmeau of Land Management ' ' e ' o

'“‘Noffzu"y Public, State of New Mexico

This 111st1ument was acknowledgedbefo1eme this ('ﬂ% day of M@OO}. by Rob = R

e Johnston, Vice President, Exploration, Central Regmn of Apache Ccnpcuatlon a Delawa1e

.of BP America Production .- i

“of Chevron U.S. A Inc a':" . L

CPage¢



o ;evely month. All gas sepa1ated ﬁom such 011 shall be mete1ed or deteumned ﬁom well test befo1ef. ST
» ,dehve1y to the gas pu1chase1 5

© 9. TITLE

This Agreement is not intended as a 0011veya11ce of any interest- whatsoever in real property
owned or controlled by the Parties, but is merely a contractual arrangement between the Parties to .-
- operate the Cooperative Well and share the production and costs thereof. ‘

10. ' NOTICES -

L AL All notices authouzed or 1equued by th1s Agreement, unless othelmse .
‘ spemﬁeally provided, shall be deemed to have been given when it is received by the Party to whom -
addressed if it is given in writing by Certified Mail, Return Receipt Requested, or telegram, postage .
- or charges plepald and add1essed to the parties to whom the notice is given at the addresses listed o
o above ' : :
o UB. Each Palty shall have the 11ght to change its'address at any tune and from
tlme to time by gwmg w11tten notlce theleof to the other Parties. :

A1 PRE COMMENCEMENT APPROV ALS

Notwlthstandmg anythmg to the contrary contamed elsewhe1e in this Agreement, Opelatm .
o shall not commence actual dulhng operations for the Cooperative Well until this Agleement has
e been appr oved by the Authouzed Ofﬁce1 of the Bu1eau of Ldlld Management.

; o This Agleement is ﬁeely aSSIgnable and shall extend to and be bmdmg on the successms and -
- fasmgns ofthe Paltles he1et0 B \ |

S Thls Agleement may be executed in any 11umbe1 of counte1pa1 ts, each of which shall be
IR cons1de1ed as an or 1gma1 f01 all puxposes S ‘

. IN WITNESS WHEREOF the paltles have caused the executlon of tlns mnstrument to be
';,.7,effect1ve on the date ﬁlst above w11tten :

APACHE ¢ CORPORATION' o - BP AM CAPRODUCTIQNCOMPANY
i ' [ —
~Printed Name: Yo . ch\f\‘ \bﬂ / Printed Name: oherr C. Woiagess

L 'letle -GGM@UZGMMGM Tltle: A«ﬁbyf/‘/g}_ﬂg_,/;ﬁc,// N /‘ﬁu/
o Exploromon & Development . A

i CHEVRON u. S.A. INC S .' o B_UREAU OF LAND MANAGEMENT %@ e
: PrintedName:____ -~ .~ PrintedName: _
- Title:_ o - AT Title:




" STATE OF OKLAHOMA = § -
- COUNTY OF TULSA §

0 Thi '1}}9‘[111111e11t was acknowledged before me tlns L day of
Johnswlcéﬁbg fcs;dent Exploration, . Central Reg1on of Apach

D by, 2003, by Rob

e Corporation' a Delaware
1a orf( Rk‘be f‘Qf sa1d corpo1atlon o :
\‘ X "3 )
faiTERe Wy
EL AR (R
S0 . \

vl SE el F ’/Y\/llu //)/l

: R 4 Notaly Public, SU_e)ofOklahoma
“UShon |
’f/uu“‘
 STATEOFTEXAS  §
'.CO_UNTY OF HARRIS 8

- This instrunient was acknowledged befo1e me tlns
Robery Ci Wawns

8 ”—day of Z/}Nl//hf;[ , 200 F {/ by
| Company,

ﬁﬁnrweq W Faer

of BP Ameuca Pr oductlon
a Delawa1e 001po1 ation, on behalf of sald 001po1at10n ‘

FEPFIPPFEREEY | BRI
S PAES o Lo

AELEN 1. ZAPALACE
Notaly Public, State of Tex\as)\)

s E

. STATE OF TEXAS

.
COUNTY OF MIDLAND  § -

This 1nst1u1nent was acknowledged bef01e me thlS

__ dayof ,200 by
- of Chevron U S.A. Inc ,a
Pennsylvama cor p01at10n on behalf of said 001po1at10n ' :

- Notary Public, State of Texas

. STATE OF NEW MEXICO §

\ CQUNTY OF LEA 8
‘ | TlllS 1nst1ument was acknowledged bef01e me this ' ’day of . ‘ ,i 200
o ’by o o " , Auth

orized Officer of the f the Bureau of Land Managemental |
» behalf of the Bmeau of Land Management '

| Notary Public, State of New Mexico
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. operate the Coopera

| ev ery month. All gas
~delivery to the gas purchaser.
9. TITLE
s This Agreement is not intehded asac
. “owned or controlled by the Parties, but i

0. NOTICES
All notices authoriiéd
_ hall be deemed tohave
o - addressed ifitis given illeiﬁngb)’ et
S or charges prepaid, and addressed U
“above. AT o

T time to time by givin hereof

g written notice t

. COMMENCEMENT

EERATE .
th\VitﬁSt&l1dil1g an;fthing to the con
e actual drilling operati

. ghall not comimenc
he Authorized Officer 0

» '~;‘b¢3cn approved by t

" This Agreement i:sfge’ely assign

ass_ighs of the Parties hereto. - -

S Thi’sb A'gr‘éément ﬁiay:,be: eXec’iﬁte'c_l,
"7 gonsidered as an original for all purposes:
N WI_TNESS,'WHERE

ST éfféotiv’e onthe d

LBy A,
Printed Name:
S Titler '

separated frc’)ﬁ{ such oil shal

onveyance of an
s merely a confractua
tive Well and share the pro d costs thereof. -

ate first abo‘v'v,e'_writtm}_ L

._AP.ACHE‘CQI{P'ORATION R

duction AL

I R R or required by th
o gpecifically provided, s been given when it
Certified Mail, Return Receipt Reque

o the parties 1 whonm the B :

APPROVALS
trary 'cqma'méd else
ons for the Cooperat
£ the Bureau of Land

in any

OF, t_hé parties have caus

By .
’Pr'mtede
' »_‘T‘itlre*:

1 be metered of determined

y interest wha

number of cox_ilitgrpax't

. ‘ﬁP»AMEmCA?RQDUCTI‘ON co

ame

© BUREAU OF LAND

By

“Title:

lis "Agreé'men
s received by th
sted, or telegram, postage - S

“Fach Party s‘haﬂ:_lia\:_/ e the r»i'ght to change its address at any fime
to the other Parties. "

whese i this A
ive Well until
Management.

able and shall extend {0 and be binding o8 the succe

ed the execution of this in

Printed Name:

from well test pefore

tsoever in real property R

| arrangement between the Parties to.

t, unless otherwise
e Party to whom

en af the addres

otice is g\ ses listed - i

and from e

greement, Operator
his Agreement has -

ssorsand . FE
S, cach of which shall be o
st’rum_em ‘té e

MPANY

MANAGEMENT

»Pagefw o




' STATEOF OKLAHOMA ~§
- COUNTY OFTULSA  §

» This instrument was acknowledged befcneme this | le dayof i )kg b 52003 ,by Rob
, Tohnston, \(t@ef’Pfes;;lent Exploration,  Central Reglon of Apache C01p01at10n a Delawale

i Cmpmz\ﬂ%g%n%eﬁﬁ{ﬁgf §a1d cmpontlon

RN ~Z~O"D\\" R ' Notaly Pubhc Stata of Oklahoma .

'TULS§ka:.,T

I
"’//uu‘

B 'STATE OF TEXAS [

SN QQUNTY OF HARRIS oy

“7 This instrument was ‘aclm'o‘w.ledgcd,be‘fore me this ~__dayof . . ,200 by .
T A N S S ... _ofBPAmericaProduction - - .0
- Company, a Delaware corporation, on behalf of said corporation. ’ o R

. NOtai‘y Public, State of Texas .

STATE OF TEXAS §

| COUNTY OF MIDLAND
Thxs insgrument was aa,knowledged before me this 5'-;/1«_ day of erw , ZOOj,b):f S

C/"\Mlej‘ D F:y-,_g L[ & ] A,H'a rn.el,\ n-— ﬁMsf OfChCVIOl'lU,S_A.‘ h,]c;‘ PR S
L 'Pennsylvama cmpmatlon on behalf of sald cmpolatlon o S

AVlD\N THOMPSON ' («/
* WOTARY PUBLIC STATEOF TEXAS - §

ON EXPIRES: _
F;;:‘t'x'av 28, 2006 : o No‘mv Pubhc State of Texas

;_:  STATE OF NEW M 0})&) § : R R i
This mstmm ’ as,acknowledged befme me’ thIS 1 (.)day of ’ : , 2001’/ . L
Managementon .

by o T o Authouzed Ofﬁce1 of thé 'eau of d
i ‘behalf ofthe Biireau of Land Ma1 agement S v ‘

o Notal‘yﬁPthate of New Mexico
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