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

APPLICATION OF CHISHOLM ENERGY OPERATING, LLC
TO RE-OPEN CASE NO. 15851 TO POOL THE INTEREST

OF AN ADDITIONAL MINERAL INTEREST OWNER UNDER
THE TERMS OF COMPULSORY POOLING ORDER

R-14539, LEA COUNTY, NEW MEXICO.

CASE NO. 15851 (re-opened)

APPLICATION OF CHISHOLM ENERGY OPERATING, LLC
TO RE-OPEN CASE NO. 15852 TO POOL THE INTEREST

OF AN ADDITIONAL MINERAL INTEREST OWNER UNDER
THE TERMS OF COMPULSORY POOLING ORDER

R-14540, LEA COUNTY, NEW MEXICO.

CASE NO. 15852 (re-opened)

AFFIDAVIT OF DAVIS ARMOUR

STATE OF TEXAS )
) ss.

COUNTY OF TARRANT )
Davis Armour, being first duly sworn on oath, states as follows:

1. My name is Davis Armour. I reside in Fort Worth, Texas. I am a Landman
employed by Chisholm Energy Operating, LLC (“Chisholm™). I am familiar with the status
of the lands in Section 32, Township 18 South, Range 33 East, NMPM, Lea County, New
Mexico. Ihave previously been qualified as an expert witness in petroleum land matters
in front of the Oil Conservation Division. I previously testified to the Division in Case
Nos. 15851 and 15852.

2. Division Order R-14539, entered on December 27, 2017, created a 160-acre non-
standard spacing and proration unit in the Bone Spring formation (Corbin; Bone Spring,
South Pool (13160)) consisting of the W/2 W/2 of Section 32, Township 18 South, Range
33 East, NMPM, in Lea County, New Mexico, and pooled certain uncommitted working
interest owners in this spacing and proration unit (“the Unit”). This Unit was dedicated to
the Gazelle 32 State Com 2 BS No. 1H (API No. 30-025-43906), which has not yet been
drilled. Attachment A to this affidavit is a copy of Order R-14539.
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3. Division Order R-14540, also entered on December 27, 2017, created a 160-acre
non-standard spacing and proration unit in the Bone Spring formation (Corbin; Bone
Spring, South Pool (13160)) consisting of the E/2 W/2 of Section 32, Township 18 South,
Range 33 East, NMPM, in Lea County, New Mexico, and pooled certain uncommitted
working interest owners in this spacing and proration unit (“the Unit”), This Unit was
dedicated to the Gazelle 32 State Com 2 BS No. 2H (API No. 30-025-43907), which has
not yet been drilled. Attachment B to this affidavit is a copy of Order R-14540.

4, Since the entry of Orders R-14539 and 14540, a working interest owner that
Chisholm previously viewed as committed to the spacing units has elected to non-consent
each well for each spacing unit. This interest owner is not subject to any voluntary
agreement. Attachment C lists the nature and percentage of the additional working
interest owner in the subject project areas. The additional working interest owner owns
identical interests in the W/2 W/2 and the E/2 W/2 of Section 32.

4, The additional interest owner is a working interest owner who does do not oppose
these applications.

3. Chisholm has undertaken good faith efforts to locate and gain voluntary
participation for the development of the Unit from this interest owner.

A. Both wells were proposed to the additional working interest owner, Rohoel,
Inc., via certified mail on July 27, 2017, with AFE enclosed. A copy of the well
proposal letter for both the Gazelle 32 State Com 2 BS No. 1H and the Gazelle 32
State Com 2 BS No. 2H that was sent to the additional working interested owner is
included as Attachment D.

B. Chisholm has conducted a diligent search of the county records of
Eddy County, as well as conducting searches and computer searches of
phone directories. Rohoel, Inc., the sole additional working interest owner,
has been located.

C. Rohoel, Inc. contacted Chisholm and notified Chisholm that they will not
voluntarily participate in this well, necessitating that they be brought under the
terms of the existing pooling order.

D. Notice of this application and hearing has been provided to the additional
interest owner subject to pooling in compliance with Division rules.

6. Attachment E is a copy of the authorization for expenditure (AFE) for the well.

7. Attachment F is an affidavit and letter from my attorney at Holland & Hart
providing notice of this hearing to the party that Chisholm seeks to pool.

8. For these reasons, Chisholm respectfully requests that the additional working
interest owner be pooled pursuant to the terms of Orders R-14539 and R-14540.
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FURTHER AFFIANT SAYETH NOT.

|

Davis Armour

SUBSCRIBED AND SWORN before me on thiscA ’ iday ong.bl')/\ _ﬂpgﬂ/

Notary Public

My Commission Expires:

MNored b 2013

SYei,  DARLENE ANN GATES
a0
£ 3 % Notary Public, State of Texas

"*- Comm. Expires 03-06-2018
it.',’.',..\.\ Notary ID 477188-4
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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 FOR THE PURPOSE OF
CONSIDERING:

CASE NO. 15851
ORDER NO. R-14539

APPLICATION OF CHISHOLM ENERGY OPERATING, LLC FOR A NON-

STANDARD SPACING AND PRORATION UNIT AND COMPULSORY
POOLING, LEA COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION:

This case came on for hearing et 8:15 a.m, on October 12, 2017, at Santa Fe, New
Mexico, before Examiner Phillip R. Goetze.

NOW, on this 27" day of December, 2017, 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)  Cases No. 15851 and No. 15852 were consolidated at the hearing for the
purpose of testimony; however, separate orders will be issued for each case.

(3)  In Case No. 15851, Chisholm Energy Operating, LLC (the “Applicant” or
“Chisholm”) seeks approval of a non-standard, 160-acre oil spacing end proration unit
and project area (the "Unit") in the Bone Spring formation (Corbin; Bone Spring, South
Pool (Pool code 13160)) consisting of the W/2 W/2 of Section 32, Township 18 South,
Range 33 East, NMPM, in Lea County, New Mexico. Applicant further secks an order
pooling all uncommitted interests in the Unit for the Bone Spring formation,

(4)  The Unit will be dedicated to Applicant's Gazelle 32 State Com 2BS Well
No. IH (the “proposed well"; API No. 30-025-43906), & horizontal well to be drilled
from a surface location 200 feet from the North line and 1310 feet from the West line
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(Unit D) of Section 32, (0 a terminus 330 feet from the South line and 510 feet from the
West line (Unit M) of Section 32, both in Township 18 South, Range 33 Bast, NMPM.
The completed interval of the proposed well will be orthodox,

(5)  The proposed well is within the Corbin; Bone Spring, South Pool. Spacing
in this undesignated pool is governed by Division Rule 19.15.15.9(A) NMAC, which
provides for standard 4(0-acre units, each comprising a govemmental quarter-quarter
section. The proposed Unit and project area consists of four adjacent quarter-quarter
sections.

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

(a)  the Bone Spring formation in this area is suitable for development
by horizontal drilling;

(b) the proposed well is to be completed in the 2* Bone Spring sand
of the Bone Spring formation; .

{c) the proposed orientation of the horizontal well North to South is
appropriate for the Unit;

(d}  all standard units to be included in the Unit are expected to be
productive in the Bone Spring formation, so that formation of the
Unit a5 requested will not impair correlative rights;

(e)  notice by centified 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

(3] Applicant provided notice of this application to affected parties in
the quarter-quarter sections surrounding the Unit area by certified
mail and by publication as provided in Rule §9.15.4.12(B) NMAC,

{7}  MRC Spiral Resources, LLC, MRC Delaware Resources, LLC and MRC
Explorers Resources, LLC appeared through counsel but did not oppose the granting of
this application. These parties are mineral interest owners for the acreage considered in
this case. No other party appeared at the hearing, or otherwise opposed the granting of
this application.

The Division concludes as follows:
(8  Approval of the proposed non-standard Unit will enabie Applicant to drill

2 horizontal well that will efficiently produce the reserves underlying the Unit, thereby
preventing waste, and will not impair correletive rights,
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(9)  Two or more separately owned tracts are embraced within the Unit, and/or
there are royalty interests and/or undivided interests in oil and gas minerals in one or
more tracts included in the Unit that ere separately owned.

{10)  Applicant is owner of an oil and gas working interest within the Unit.
Applicant has the right to drill and proposes to dril! the proposed well to & common
source of supply within the Unit at the proposed location.

(11)  There are interest owners in the Unit that have not agreed to pool their
' interests.

(12) To avoid the drilling of unnecessary wells, protect comelative rights,
prevent waste and afford to the owner of each interest in the Unit the opportumity to
recover or receive without unnecessary expense its just and fair share of hydrocarbons,
this application should be approved by pooling all uncommitted interests, whatever they
may be, in the oil and gas within the Unit.

(13)  Chisholm should be designated the operator of the proposed well and the
Unit.

(14) Any pooled working interest owner who does not pay its share of
estimated well costs should have withheld from production its share of reasonable well
costs plus an additional 200% thereof as a reasonable charge for the risk involved in
drilling the proposed well.

(15) Reasonable charges for supervision (combined fixed rates) should be fixed
at $7,000 per month while drilling and $700 per month while producing, provided that
these rates should be adjusted annually pursuant to the overhead section of the COPAS
form titled “Accounting Procedure-Joint Operations.”

ITIS THEREFORE ORDERED THAT:

(1) A non-standard 160-acre oil spacing and proration unit and project area
(the “Unit™) is hereby established for the Bone Spring formation (Corbin; Bone Spring,
South Pool (Pool code 13160)) consisting of the W/2 W/2 of Section 32, Township 18
South, Range 33 East, NMPM, in Lea County, New Mexico.

(2)  Pursvant 1o the application of Chisholm Energy Operating, LLC, all
uncommitted interests, whatever they may be, in the oil and gas in the Bone Spring
formation underlying the Unit, are hereby pooled.

(3)  The Unit shall be dedicated to Applicant's Gazelle 32 State Com 2BS
Well No. 1H (the “proposed well"; API No. 30-025-43906), a horizonta! well to be
drilled from a surface location 200 feet from the North line and 1310 feet from the West
line (Unit D) of Section 32, to a terminus 330 feet from the South line and 510 feet from
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the West line (Unit M} of Section 32, both in Township 18 South, Range 33 East,
NMPM. The completed interval of the proposed well will be onhodox.

(4)  The operator of the Unit shall commence drilling the proposed well on or
before December 31, 2018, and shall thereafier continue drilling the proposed well with
due diligence to test the Bone Spring formation,

(5)  Inthe event the cperator does not commence drilling the proposed weil on
or before December 31, 2018, Ordering Paragraphs (1) and (2) shall be of no effect,
unless the operator obtains a time extension from the Division Director for good cause
demonstrated by satisfactory evidence. ‘

(6)  Should the proposed well not be drilled and completed within 120 days
after commencement thereof, then Ordering Paragraphs (1) and (Z) 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. If the proposed well
is not completed in all of the spacing units included in the proposed Unit within 120 days
after commencement of drilling, then the operator shall apply to the Division for an
amendment to this Order to contract the Unit so that it includes only those spacing units
in which the well is completed.

(7)  Upon {inal 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 authorize
further operations.

(8)  Chisholm Energy Operating, LLC (OGRID 372137} is hereby designated
the operator of the well and the Unit.

(9)  After pooling, uncommitted working interest owners are referred to as
pooled working interest owners. (“Pooled working interest owners” are owners of
warking interests in the Unit, including unleased mineral interests, who are not parties to
an operating agreement goveming the Unit.) After the effective date of this Order, the
operator shall fumnish the Division and each known pooled working interest owner in the
Unit an itemized schedule of estimated costs of drilling, completing and equipping the
proposed well {"well costs™),

(10) 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 its share of
estimated well costs to the operator in lieu of paying its share of reasonable well costs out
of production as hereinafter provided, and any such owner who pays its share of
estimated well costs as provided above shall remain liable for operating costs but shall
not be liable for risk charges. Pooled working interest owners who elect not to pay their
share of estimated well costs as provided in this paragraph shali thereafter be referred to
as “non-consenting working interest owners.”
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(11) The operator shall furnish the Division and each known pooled working
interest owner (including non-consenting working interest owners) an itemized schedule
of actual well costs within 90 days following completion of the proposed well. If no
objection to the actual well costs is received by the Division, and the Division has not
objected, within 45 deys following receipt of the schedule, the actual well costs shall be
deemed to be the reasonable well costs. If there is an objection to actual well costs within
the 45-day period, the Division will determine reasonzble well costs after public notice
and hearing,

(12)  Within 60 days following determination of reasonable well costs, any
pooled working interest owner who has paid its share of estimated costs in sdvance as
provided above shall pey to the operator its share of the amount that reasonable well costs
exceed estimated well costs and shall receive from the operator the amount, if any, that
the estimated well costs it has paid exceed its share of reasonable well costs.

(13} The operator is hereby authorized to withhold the following costs and
charges from cach non-consenting working interest owner's share of production from
each well:

{a) the proportionate share of reasonable well costs
attributable to each such owner; and

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

(14) The operator shall distribute the costs and charges withheld from
preduction, proportionately, to the parties who advanced the well costs.

(15) Reasonable charges for supervision (combined fixed rates) for the well are
hereby fixed at $7,000 per month while drilling and $700 per month while producing,
provided that these rates may, at the operator's discretion, be adjusted annually pursuant
to the overhead provisions of the COPAS form tited “Accounting Procedure-Joins
Operations.” The operator is authorized to withhold from each pooled working interest
owner's share of production from the subject well, such owner’s proportionate share of
both the supervision charges and the actual expenditures required for operating the well,
not in excess of what are reasonable,

(16)  Except 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 thereto pursuant to the Oil and Gas Proceeds Payment Act (NMSA 1978
Sections 70-10-1 through 70-10-6, as amended). If not disbursed, such proceeds shall be
turned over 1o the approptizte authority as and when required by the Uniform Unclaimed
Property Act (NMSA 1978 Sections 7-8A-1 through 7-8A-31, as amended).

(17}  Any unleased minerat interests shall be considered a seven-cighths (7/8)
working interest and a one-cighth (1/8) royalty interest for the purpose of allocating costs
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and charges under this Order. Any well costs or charges that are to be paid out of
production shall be withheld only from the working interests® share of production, and no
costs or charges shall be withheld from production attributable to royalty interests.

(18)  Should all the parties to this compulsory pooling order reach voluntary
agreement subsequent o entry of this Order, this Order shall thereafter be of no further

effect.

(19)  The operator of the well and the Unit shall notify the Division in writing
of the subsequent voluntary agreement of all perties subject to the compulsory pooling
provisions of this Order,

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

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

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

Do Bhr

DAVID R. CATANACH
Director




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 FOR THE PURPOSE OF
CONSIDERING:

CASE NO. 15852
ORDER NO. R-14540

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

ORDER OF THE DIVISION

BY DIVISION:

This case came on for hearing at 8:15 a.m. on Octaber 12, 2017, at Santa Fe, New
Mexico, before Examiner Phillip R. Goetze,

NOW, on this 27" day of December, 2017, 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)  Cases No. 15851 and No. 15852 were consolidated at the hearing for the
purpose of testimony; however, separate orders will be issued for each case.

{3)  In Case No. 15852, Chisholm Energy Operating, LLC (the “Applicant” or
“Chisholm”) secks approval of a non-standard 160-acre oil spacing and proration unit and
project area (the "Unit") in the Bone Spring formation (Corbin; Bone Spring, South Pool
(Pool code 13160)) consisting of the E/2 W/2 of Section 32, Township 18 South, Range
33 East, NMPM, in Lea County, New Mexico. Applicant further seeks an order pooling
all uncommtitted interests in the Unit for the Bone Spring formation.

(4)  The Unit will be dedicated to Applicant’s Gazelle 32 State Com 2BS Well
No. 2H (the “proposed well"; API No. 30-025-43907), a horizontal well to be drilled
from a surface location 200 feet from the North line and 1370 feet from the West line

BEFORE THE OIL CONSERVATICN DIVISION
Santa Fe, New Mexico
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CHISHOLM ENERGY OPERATING LLC

Hearlng Date: February 8, 2018
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(Unit C) of Section 32,t0 a tem;inus 330 feet from the South line and 1830 feet from the
West line (Unit N) of Section 32, both in Township 18 South, Range 33 East, NMPM.
The completed interval of the proposed well will be orthodox.

(5)  The proposed well is within the Corbin; Bone Spring, South Pool. Spacing
in this undesignated pool is governed by Division Rule 19.15.15.9(A) NMAC, which
provides for standard 4Q-acre units, each comprising a governmental quarter-quarter
section. The proposed Unit and project area consists of four adjacent quarter-quarter
sections.

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

(a)  the Bone Spring formation in this area is suitable for development
by horizontal drilling;

(b)  the proposed well is to be completed in the 2™ Bone Spring sand
of the Bone Spring formation;

(c)  the proposed orientation of the horizontal well North to South is
appropriate for the Unit;

(d)  all standard units to be included in the Unit are expected to be
productive in the Bone Spring formation, so that formation of the
Unit as requested will not impair correlative rights;

(e)  notice by certified 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

()  Applicant provided notice of this application to affected parties in
the quarter-quarter sections surrounding the Unit area by certified
mail and by publication as provided in Rule 19.15.4.12(B) NMAC.

{(7)  MRC Spiral Resources, LLC, MRC Delaware Resources, LLC and MRC
Explorers Resources, LLC appeared through counsel but did not oppose the granting of
this application. These parties are mineral interest owners for the acreage considered in
this case, No other party appeared at the hearing, or otherwise opposed the granting of
this application.

The Division concludes as follows:
(8)  Approval of the proposed non-standard Unit will enable Applicant to drill

a horizontal well that will efficiently produce the reserves underlying the Unit, thereby
preventing waste, and will not impair correlative rights.
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(9)  Two or more separately owned tracts are embraced within the Unit, and/or
there are royalty interests and/or undivided interests in oil and gas minerals in one or
more tracts included in the Unit that are separately owned.

(10)  Applicant is 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
source of supply within the Unit at the proposed location.

(11)  There are interest owners in the Unit that have not agreed to pool their
inteests.

(12) To avoid the drilling of unnecessary wells, protect comelative rights,
prevent waste and afford to the owner of each interest in the Unit the opportunity to
recover or receive without unnecessary expense its just and fair share of hydrocarbons,
this application should be approved by pooling all uncommitted interests, whatever they
may be, in the oil and gas within the Unit.

(13)  Chisholm should be designated the operator of the proposed well and the
Unit.

(14) Any pooled working interest owner who does not pay its share of
estimated well costs should have withheld from production its share of reasonable well
costs plus an additional 200% thereof as a reasonable charge for the risk involved in
drilling the proposed well,

{15) Reasonable charges for supervision (combined fixed rates) should be fixed
at $7,000 per month while drilling and $700 per month while producing, provided that
these rates should be adjusted annvally pursuant to the overhead section of the COPAS
form titled “Accounting Procedure-Joint Operations.”

IT IS THEREFORE ORDERED THAT:

(1) A non-standard 160-acre oil spacing and proration unit and project area
(the “Unit") is hereby established for the Bone Spring formation (Corbin; Bone Spring,
South Pool (Pool code 13160)) consisting of the E/2 W/2 of Section 32, Township 18
South, Range 33 East, NMPM, in Lea County, New Mexico.

(2)  Pursuant to the application of Chisholm Energy Operating, LLC, all
uncommitted interests, whatever they may be, in the oil and gas in the Bone Spring
formation underlying the Unit, are hereby pooled.

(3)  'The Unit shall be dedicated to Applicant’s Gazelle 32 State Com 2BS
Well No. 2H (the “proposed well"; API No. 30-025-43907), a horizontal well 1o be
drilled from a surface location 200 feet from the North line and 1370 feet from the West
line (Unit C) of Section 32, to a terminus 330 feet from the South line and 1830 feet from
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the West line (Unit N) of Section 32, both in Township 18 South, Range 33 East, NMPM.
‘The completed interval of the proposed well will be orthodox.

(4)  The operator of the Unit shall commence drilling the proposed well on or
before December 31, 2018, and shail thereafter continue drilling the proposed well with
due diligence to test the Bone Spring formation.

{5)  In the event the operator does not commence drilling the proposed well on
or before December 31, 2018, Ordering Paragraphs (1) and (2) shall be of no effact,
unless the operator obtains a time extension from the Division Director for good cause
demonstrated by satisfactory evidence.

(6)  Should the proposed wel) 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, 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. If the proposed well
is not completed in all of the spacing units included in the proposed Unit within 120 days
after commencement of drilling, then the operator shall apply to the Division for an
amendment to this Order to contract the Unit so that it includes only those spacing units
in which the well is completed.

(7y  Upon final plagging 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 authorize
further operations.

{8)  Chisholm Energy Operating, LLC (OGRID 372137) is hereby designated
the operator of the well and the Unit.

(9)  After pooling, uncommitted working interest owners are referred 10 as
pooled working interest owners. {*Pooled working interest owners™ are owners of
working interests in the Unit, inciuding unleased mineral interests, who are not parties to
an operating agreement goveming the Unit.) After the effective date of this Order, the
operator shall fumish the Division and each known pooled working interest owner in the
Unit an itemized schedule of estimated costs of drilling, completing and equipping the
proposed well ("well costs™).

(10) 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 its share of
estimated well costs to the operator in fieu of paying its share of reasonable well costs out
of production as hereinafter provided, and any such owner who pays its share of
estimated well costs as provided above shall remain liable for operating costs but shall
not be liable for risk charges. Pooled working interest owners who elect not to pay their
share of estimated well costs as provided in this paragraph shall thereafter be refesred (o
as "non-consenting working interest owners."
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(11)  The operator shall furnish the Division and esch known pooled working
interest owner (including non-consenting working interest owners) an itemized schedule
of actual well costs within 90 days following completion of the proposed well. If no
objection to the actual well costs is received by the Division, and the Division has not
objected, within 45 days following receipt of the schedule, the actual well costs shall be
deemed to be the reasonable well costs, If there is an objection to actual well costs within
the 45-day period, the Division will determine reasonable well costs after public notice
and hearing.

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

(13} 'The operator is hereby authorized to withhold the following costs and
charges from each non-consenting working interest owner’s share of production from
each well:

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

(b)  as acharge for the risk involved in drilling the well,
200% of the above costs.

{14) The operator shall distribute the costs and charges withheld from
production, proportionately, 1o the parties who advanced the well costs.

(15) Reasonable charges for supervision (combined fixed rates) for the well are
hereby fixed at $7,000 per month while drilling and $700 per month while producing,
provided that these rates may, at the operator’s discretion, be adjusied annually pursuant
to the overhead provisions of the COPAS form titled “Accounting Procedure-Joint
Operations.” The operator is authorized to withhold from each pooled working interest
owner's share of production from the subject well, such owner’s proportionate share of
both the supervision charges and the actual expenditures required for operating the well,
not in excess of what are reasonable.

(16)  Except 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 thereto pursuant to the Qil and Gas Proceeds Payment Act (NMSA 1978
Sections 70-10-1 through 70-10-6, as amended). If not disbursed, such proceeds shall be
turned over to the appropriate authority as and when required by the Uniform Unclaimed
Property Act (NMSA 1978 Sections 7-8A-1 through 7-8A-31, as amended).

(17)  Any unleased mineral interests shall be considered a seven-cighths (7/8)
working interest and a one-eighth (1/8) royalty interest for the purpose of allocating costs
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and charges under this Order. Any well costs or charges that are to be paid out of
production shall be withheld only from the working interests® share of production, and no
costs or charges shall be withheld from production attributable to royalty interests.

(18) Should all the parties to this compulsory pooling order reach voluntary
agreement subsequent to entry of this Order, this Order shall thereafter be of no further

effect.

(19)  The operator of the well and the Unit shall notify the Division in writing
of the subsequent voluntary agreement of all parties subject to the compulsory pooling
provisions of this Order.

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

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

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

Do o

DAVID R. CATANACH
Director

“



MRC Delaware Resaurces, LLC 20.98487B%:
|MRC Explorers Resaurces, LLC 3917519%)|
MAC Spiral Resources, LLC 3917519%
Line A | Ea 0.595
Nadel & Gussman Capitan, LLC 1.917519%
Chishalm Energy Operating, LLC 66611113
Tim MacDonald 0.055555%|

Total

100.00000

Troc 2: 5Wyd, Secion 32, 185-33¢ (160 Acres)
Wi Qwner
|MAC Delaware Resources, LLC 29.333334
[MAC Explorers Resources, LLC 1.333333
MRC Sgiral Resources, LLC 1.333333%
Chisholm Energy Operating, LLC 66.611112%
Tim MacDonald — 0.055555%]
Nadel & Gussman Capitan, LLC 1.333333%
L Total  100.000000]

Section 32, 185-33€, Eddy Co, NM

Ownership of W/2 Sec 32, 185-34E, Eddy County NM
Wi Owner wi |
[tRC Delaware Resources, LLC 251501 060
|MRC Explorers Resources, LLC 2.5254262%)
[ohoetine. = ; B 29
MHAC Spiral Resources, tLC Tt 2.6254250%]
Nadel & Gussman Capitan, LLC 2.6254260%
Chisholm Energy Operating, LLC 66.6111124%)
Tim MacDonald 0.05555
Total  100.

Parties currently pooled !
Particstobepdled = SR e i |

Gazelle 32 State Com 285 1H

Tract 1

Gatelle 32 State Com 285 2H

Tract 2

BEFORE THE OIL CONSERVATION DIVISION
Santa Fe, New Mexico
Exhibit Ne. 11-C
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CHISHOLM ENERGY OPERATING LLC
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=, CHISHOLM
~ , ENERGY
July 27, 2017

VIA CERTIFIED MAIL

Rohoel, Inc.

Attn: PLA, Brew

1600 Broadway, Suite 1050
Denver, CO 80202

RE: Gazelle 32 2BS 1H
W2W2 Scction 32: T185-R33C
Lea County, New Mexico

Dear Ms. Brew,

Chisholm Energy Qperating, LLC {"Chisholm”) hereby proposes the drilling of the Gazelle 32 2BS 1H In Section 32,
Township 18 South, Range 33 East, Lea County, New Mexico. The surface location for this well Is proposed at & lega)
location in Unit C with a bottorn hole at a legal focation in Unit M (see attached plat for further detail}, The well will have
a targeted interval in the Bone Spring formation to @ Measured Depth of approximately 14,800'. Included herewith is
our Authority for Expenditure (“AFE”) in the gross amount of $4,137,334, being the total estimated cost to drill and
complete said well.

Chisholm is proposing to drill this well under the terms of the madified 1989 AAPL form of Operating Agreement which is
enclosed for your review and approval, The Operating Agreement covers W/2 of Section 32, Township 18 South, Range
33 East, limited to the Bone Spring Formation. It has the following general provisions:

100/300 Non-consenting penalty

$10,000/51,000 Drilling and Praduction rate
Chisholm Energy Operating, LLC named as Operator
Initial Well Gazelle 32 285 1H

Rohoel, Inc. will own an approximate .30% working Interest in the well, subject to title verification. Please indicate your
participation election In the space provided below, sign and return this letter, along with a signed copy of the enclosed
AFE and a copy of your geologic well requirements, to my attention at the letterhead address. You may also email your
response to darmour@chisholmenergy.com

Should you have any questions, please do not hesitate to contact myself at 817-953-0480.

Very truly yours,

Chisholm Energy Operating, LLC

Dt

Davis Armour
Senlor Landman

I/We hereby elect to participate in the Gazelle 32 285 1H.

I/We hereby elect NOT to participate in the Gazelle 32 285 1H.
Company: Rohoel, inc.

By:
Name:
Title:
Date:

Address: Chisholm Energy Operating, LLC 801 Cherry Street Suite 2200 Unit 20 Fort Worth. TX 76102
BEFORE THE OIL CONSERVATION DIVISION
Santa Fe, New Mexico
Exhibit No. 11-D
Submitted by:
CHISHOLM ENERGY OPERATING LLC

Hearing Date: February 8 2018




== CHISHOLM
/, ENIERGY
July 27, 2017

VIA CERTIFIED MAIL

Rehoel, inc.

Attn: P.A. Brew

1600 Broadway, Suite 1050
Denver, CO 80202

RE: Gazelle 32 285 2H
E2W2 Saction 32: T185-R33E
Lea County, New Mexico

Dear Ms, Brew,

Chisholm Energy Operating, LLC (“Chisholm”) hereby proposes the drilling of the Gazelle 32 285 2H in Section 32,
Township 18 South, Range 33 East, Lea County, New Mexico. The surface location for this well is proposed at a legal
location In Unit C with a bottom hole at a Jegal location in Unit N {see attached plat for further detail). The well will have
a targeted Interval in the Bone Spring formation to a Measured Depth of approximately 14,800". Included herewith is
our Authority for Expenditure (“AFE”) in the gross amount of $4,137,334, being the total estimated cost to drill and
complete said well.

Chisholm Is proposing to drill this well under the terms of the modified 1989 AAPL form of Operating Agreement which is
enclosed for your review and approval. The Operating Agreement covers W/2 of Section 32, Township 18 South, Range
33 East, limited to the Bone Spring Formation. It has the following general provisions:

100/300 Non-consenting penalty

$10,000/51,000 Drilling and Production rate
Chishalm Energy Operating, LLC named as Operator
Initial Well Gazelle 32 2BS 1H

Rohoel, Inc. will own an approximate .30% working interest in the well, subject to title verffication. Please indicate your
participation election In the space provided below, sign and return this letter, along with a signed copy of the enclosed
AFE and a copy of your geologic well requirements, to my attention at the fetterhead address. You may also emaif your
response to darmour@chisholmenergy.com

Should you have any questions, please do not hesltate to contact myself at 817-953-0480.

Very truly yours,

Chisholm Energy Operating, LLC

Datit—

Davis Armour
Senior Landman

I/We hereby elect to participate in the Gazelle 32 28S 2H.

I/We hereby elect NOT to participate In the Gazella 32 285 2H.

Company: Rohoel, Inc.

By:
Name:
Title:
Date:

Address: Chishoim Energy Operating, LLC 801 Cherry Street Suite 1200 Unit 20 Fort Worth, TX 76102



CHIISITOIL M
ENERCGY

Statement of Estimated Well Cost (100%)

Well Gazelle 32208 111
Field 2nd Bone Spring
County, State: Lea, NM
BHL: Herizontal
Proposed TD: 14,800 MD 9,640 TVD
Normal Pressure? Yes
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BEFORE THE OIL CONSERVATION DIVISION

Submitted by:
CHISHOLM ENERGY OPERATING LLC

Exhibit No. 11-E
Hearing Date: February 8, 2018

Santa Fe, New Mexico
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Approved by Date:




Ownership Gazelle 32 285 1H
W2W?2 Section 32, T185-R33E

Owner Working Interest | Net Revenue Interest
Rohoel, Inc. 0.00297949 0.00256981
Chisholm Energy 0.666111124 0.489773067
Other Committed Interests 0.33090939 0.27661182
1.00000000 0.768954693
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Statement of Estimated Well Cost (100%)

Well Gazelle 32 2BS 2H
Field 2nd Bone Spring
County, State: Lea, NM
BHL: Horizontal
Proposed TD: 14,800 MD 9,640 TVD
Normnl Pressure?  Yes
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Ownership Gazelle 32 28S 2H
E2W2 Section 32, T18S-R33E

Owner Working interest | Net Revenue Interest
Rohoel, Inc. - 0.00297949] 0.00256981
Chisholm Energy 0.666111124 0.489773067
Other Committed Interests 0.33090939 0.27661182

1.00000000 0.768954693



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

APPLICATION OF CHISHOLM ENERGY OPERATING, LLC
TO RE-OPEN CASE NO. 15851 TO POOL THE INTEREST

OF AN ADDITIONAL MINERAL INTEREST OWNER UNDER
THE TERMS OF COMPULSORY POOLING ORDER

R-14539, LEA COUNTY, NEW MEXICO.

CASE NO. 15851 (re-opened)

APPLICATION OF CHISHOLM ENERGY OPERATING, LLC
TO RE-OPEN CASE NO. 15852 TO POOL THE INTEREST
OF AN ADDITIONAL MINERAL INTEREST OWNER UNDER
THE TERMS OF COMPULSORY POOLING ORDER
R-14540, LEA COUNTY, NEW MEXICO.
CASE NO. 15852 (re-opened)
AFFIDAVIT

STATE OF NEW MEXICO )
) ss.
COUNTY OF SANTAFE )
Jordan L. Kessler, attorney in fact and authorized representative of Chisholm Energy

Operating, LLC, the Applicant herein, being first duly sworn, upon oath, states that the above-

referenced Applications have been provided under the notice letters and proof of receipts attached

hereto.
~ \Jordan L. kessler
SUBSCRIBED AND SWORN to before me this 7th day of February, 2018 by Jordan L.
Kessler.

——

. (__Notary Public
My Commission Expires:

4 =2
H’({W G pl0a f BEFORE THE OIL CONSERVATION DIVISION
\U h 1% /

Santa Fe, New Mexico
Exhibit No. 11-F
Submitted by:

CHISHOLM ENERGY QPERATING LLC

Hearing Date: February 8, 2018
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Associate

Phone (505) 9884421
Fax (505) 983-6043
JLKessler@hcllandhart.com

HO L L A N D &H ARTU 1 Jordan L. Kessler

January 19, 2018

VIA CERTIFIED MAIL
CERTIFIED RECEIPT REQUESTED

TO: ALL INTEREST OWNERS SUBJECT TO POOLING PROCEEDINGS

Re:  Application of Chisholm Energy Operating, LLC to Re-Open Case No. 15851 To Pool
The Interests Of An Additional Mineral Owner Under The Terms Of Compulsory
Pooling Order R-14539, Lea County, New Mexico.

Gazelle 32 State Com 2BS No. 1H

Ladies & Gentlemen:

This letter is to advise you that Chisholm Energy Operating, LLC has filed the enclosed application
with the New Mexico Oil Conservation Division. This application will be set for hearing before a
Division Examiner at 8:15 a.m. on February 8, 2018. The hearing will be held in Porter Hall in
the Qil Conservation Division’s Santa Fe Offices located at 1220 South Saint Francis Drive, Santa
Fe, New Mexico 87505. You are not required to attend this hearing, but as an owner of an interest
that may be affected by this application, you may appear and present testimony. Failure to appear
at that time and become a party of record will preclude you from challenging the matter at a later
date.

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

If you have any questions about this matter please contact Davis Armour, at (817) 953-0480 or
darmour@chisholmenergy.com.

Sincerely,

A

Jordan L. Kessler
ATTORNEY FOR CHISHOLM ENERGY OPERATING,
LLC

Holland & Hart wr

Phone [505] 988-4421 Fax [505] 983-6043 www.hollandhart.com

110 North Guadalupe Suite 1 Santa Fe, New Mexico 87501 Malling Address PO, Box 2208 Santa Fe,NM B7504-2208

Aspen Boulder Carson City Colorado Springs Denver Denver Tech Center Billings Boise Cheyenne JacksonHole LasVegas Reno Salt Lake City SantaFe Washington,DC. €



Associate

H O L I_, AN D & H ART,, a Jordan L. Kessler

Phone (505) 988-4421
Fax (505) 983-6043
JLKessler@hollandhart.com

January 19, 2018

VIA CERTIFIED MAIL
CERTIFIED RECEIPT REQUESTED

TO: ALL INTEREST OWNERS SUBJECT TO POOLING PROCEEDINGS

Re:  Application of Chisholm Energy Operating, LLC to Re-Open Case No. 15852 To Pool
The Interests Of An Additional Mineral Owner Under The Terms Of Compulsory
Pooling Order R-14540, Lea County, New Mexico.

Gazelle 32 State Com 2BS No. 2H

Ladies & Gentlemen:

This letter is to advise you that Chisholm Energy Operating, LLC has filed the enclosed application
with the New Mexico Oil Conservation Division. This application will be set for hearing before a
Division Examiner at 8:15 a.m. on February 8, 2018. The hearing will be held in Porter Hall in
the Qil Conservation Division’s Santa Fe Offices located at 1220 South Saint Francis Drive, Santa
Fe, New Mexico 87505. You are not required to attend this hearing, but as an owner of an interest
that may be affected by this application, you may appear and present testimony. Failure to appear
at that time and become a party of record will preclude you from challenging the matter at a later

date.

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

If you have any questions about this matter please contact Davis Armour, at (817) 953-0480 or
darmour@chisholmenergy.com.

Sincerely,

TP

dan L. Kessler
ATTORNEY FOR CHISHOLM ENERGY OPERATING,
LLC

Helland &Hart ue

Phone [505] 986-4421 Fax {505] 983-6043 www.hollandhart.com

110 North Guadalupe Suite 1 Santa Fe, New Mexico 87501 Mailing Address PO.Box 2208 Santa Fe,NM 87504-2208

Aspen Boulder Carson City Colorado Springs Denver DenverTech Center Billings Boise Cheyenne Jackson Hole LasVegas Renc Sait Lake Clty SantaFe Washington,D.C. &



Gazelle 32 State Com 2BS No. 1H
Gazelle 32 State Com 2BS No. 2H
Case Nos. 15851- 15852

Rohoel, Inc,

Attn P. A. Brew

1600 Broadway, Suite 1050
Denver, CO 80202
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Affidavit of Publication

STATE OF NEW MEXICO
COUNTY OF LEA

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

Beginning with the issue dated
January 23, 2018

and ending with the issue dated
January 23, 2018.

.oy /s

Publisher

Sworn and subscribed to before me this
23rd day of January 2018.

Yoo 3O, b

Business Manager

My commission einres
B t i
@

OFFICIAL SEAL
GUSSIE BLACK
Notary Public !

“#  orate of New Mexic i
vieslnn Eanifes Lo = %

This.newspaperis duly.qualified to publi‘s‘aﬁﬁ“‘&
legal notices or advertisements within the
meaning of Section 3, Chapter 167, Laws of
1937 and payment of fees for sald

LEGAL NOTIGE
- January.23, 2018
_ . STATEOFNEW/MEXICO _ : .
‘ENERGY, MINERALS'AND;NATURAL RESOURGES:
vl il OUR

OIL CONSERVATION DIVISION.
'SANTA'FE, NEW MEXICO

The State of New Mexico ‘through its- @Il Conservation:
‘Divisionhereby pivesmotice pursuantto law.and the Rules
| and Reguiations di the Division disthe following public.
hearing to belhield at 8:15/AlM.\on February 8, 2018, In/tha.
Qil Gonservation Division Hearing Fioom .at 1220 South 5t.
‘Francis, Santa'Fe, Néw Mexi¢a,ibefore an examiner dily
appoint ‘far.the haaring, (I you gre dn individual with 8.
| tisability who isiln needf'df a'reader, amplifler, qualllied sign
language Inlarpreter, or any.other form of iauxiliary aldior
service to ttend or patticipate in the hearing, pleasé
contéct. Florerie Davidson ati&05-476-3458 or through the
New MexicolRelay Network, 1-800°659-1779 by lanuary
23, 2018, Public documants inciuding the agenda and
imioutes, can 'be provided in various accessible/forms.
| Flease contact Fiorene Davidson-if & summaty oriother type

of accessibie.formls needed.

'STATE: OE NEW! .
Alinamed parties and.persons
haging any,right, title; Interest
or clakmiin the followirig cases

andinotita to:the'publio.

{NOTE: Allland: descriptions hereln refer 1o tha New Mexica
ncipall Merdian-whether or notisorstatedi)

_To: All oifset owners and pooled iparties, including:
Rohoel, Inc. 3

Case No, 15851, (re-opened): Application of . Chishalm:
Energy. Operating, LLC.to'R en Case!No. 15851 To b
‘Pool The literests Of An Additlonal Mineral Cwner
tnder The Terms Of Compuilsony IPeoling Order R-
14539, Lea County, New Mexica. Appficant inthe abave-
styled.cause Seeksla dmend Bivision Order B-145391t0 l
Iincludethe]pooling of an additional mineral interestiin the
Bone Spring fasmation undertying'the W/2\W/2 of Section ‘-_

32, Tawnship 18 South. Bange 33 East,INMPM. In|Lea
‘Courity, New Mexico, Saidamit Is-dedicated ta the Gazells
22 Stats,Com 2BS No. 1H andlls{ocated 32 mileswast of =
Hohbs, New México. i
#32440

P

87100754 00205882

HOLLAND & HART LLC
PO BOX 2208
SANTA FE,, NM 87504-2208



Affidavit of Publication

STATE OF NEW MEXICO
COUNTY OF LEA

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

Beginning with the issue dated
January 23, 2018

and ending with the issue dated
January 23, 2018.

ublisher

Sworn and subscribed to before me this
23rd day of January 2018,

Business Manager

My commission expires

#Jamuangygmgawmmm

¥ (Seal

{ = DFFICIAL SEAL

§ GUSSIE BLACK -
[ \\ ' Notary Pul;llc‘ 3
; 777 siate of New Maxic ]
5 My Gomamizsion Expirasf:‘Z-i—zi

*

AL

_]'Qi_gup‘emvgg%ggg.ig&};&ggﬁlﬁi&d-tﬁﬁﬁﬁlﬁ '
legal notices or advertisements within the
meaning of Section 3, Chapter 167, Laws of
1937 and payment of fees for said

 LEGAL NOTICE

uifiuary 28, 2018
o ISTATE . OF NEWIMEXICO gk
ENERGY, MINE TAND NATURAL RESOURGES

DEFARTMENT. :
\OIL CONSERVATION: DIVISION
SANTA FE, NEW MEXICO

The State of New Meiico through its Oit.Conservation:

Jiwision hereby givesotice pursuant to law and the Rulds
and Bsgulations of tha Division of the _-Iollowingé public
ipearing lo'beheld at 8:15'AM, tr Febroary 8, 2018, in tha
/Gl Conservation Division|dearing Room:at 1220 Sauli St
Erancis, Santa'Fe, New Mexica, before an examider duly
appoint farithe hedring. Ji you are an individuat with a|
disabifity,wha'ls in'néed of a.reader, amplfifier, qualifigd:sign|
languagaintarpretar, &r-any ottier form of auxiliary aitl or!
service lo atténd or participate in the hearing, please
cantact: Florene, Davitlsan at 505-476-3458 or through the
Naw!Mexico Relay'Network, 1-800-659-1778 by January
2%, 2018, Pulilic documenits Incliding the agendaiand
minutes, can ke provided in various accessibla forms
Pleasa contactiFlorenie Davidson'if a summary orothertype
of accassibia:form s nedded.

..FamgF,.NEngémcg' J0;
I named parties and persons
‘hat¥ing any right, t} rest

or.claim in the following cases
‘and notice to.the public.

LI:I’IOTE:'AII land descriptions hereinreler.io.the New Mexico
rincipakMeridian whether or.not so stated:)

To: All offset owners and pooled partles, including:
Hohoel, 'Inc.

Case Mo, 15852 (re-opened): Application.of Chishalm
Energy/Operating, LLC to Re-Opan‘Case No, 15852 To
PodliThe Interests 61 An Additional Mineral Qwner
Under The Terms Of Compuisorg Pooling Order R-
14540, Les County, New Mexico. Applicantlin|the:above-
styled cause sedksitaamend Division Order R14540 to
Iriclutfy the pooling of an'additional mineral'intarest in the
'Bone Spring formation underlying the IE/2 W/2taf, Saction
.32, Tawpship 18 South, Hange 33 East, NMEM, in Lea
‘County, New Mexico. Said unit is dedicated toithe Gazelie
92 State Gom 288 No. 2H 'andiis'located 32 mites west 6f’

Hobbs,:New Mexico:
#3244

67100754

HOLLAND & HART LLC
PO BOX 2208
SANTA FE,, NM 87504-2208
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