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BUREAU OF LAND MANAGEMENT TAKE PRI
Farmington Ficld Office INAMERICA
6251 College Blvd. Suite A
Farmington, New Mexico 87402

www.nm.blm.gov

{N REPLY REFER TO:
Carracas Canyon Unit (CCU)
Apal 21, 2017

Mr. Gene Caldwell

Southland Royalty Company LLC
400 West 7" Street

Fort Worth, TX 76102

Reference is made to your request through UnitSource Incorporated’s letter dated April 19, 2017 to depth
contract the Carracas Canyon Unit by removing those formations below the base of the Pictured Cliffs. Based on
a review of the submitted proposal BLM believes this contraction is reasonable and logical for further
development of the area. This contraction of the Carracas Canyon Unit, Fruitland Coal/Pictured Cliff
participating area is therefore effective February 1, 2017.

If you have questions regarding the above unit, please contact Joe Hewitt at (505) 564-7740 or jhewitt@blm.gov.

Da ankiewicz,
Asst, Field Mgr. Minerals
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United States Department of the Interior

BUREAU OF LAND MANAGEMENT
Farmington District Office
6251 College Blvd. - Suite A
Farmington, New Mexico 87402
www.bim.gov/nm

IN REPLY REFER TO:
NMNMI137811 (CA)
3105 (NMF01110)

December 8, 2017

Southland Production Company LLC
Attn: Milan E. Gene Caldwell, Jr
400 Wes 7 Street

Fort Worth, TX 76102

Dear Mr. Caldwell:

Enclosed is two approved Communitization Agreements (CA) NMNMI137811, involving
320.00 acres of Federal minerals in lease NMNM29342, 160.00 acres of Federal minerals in
lease NMINM30016 and 320.00 acres of Federal minerals in lease NMNMS59704 in Rio Arriba
County, New Mexico. This acreage comprises 800.00 acres, more or less in the interval from
the top of the Mancos Formation to the base of the Dakota Formation spacing unit for the
Carracas 27A No 101H well.

The agreement communitizes all rights as to natural gas and associated liquid hydrocarbons gas
producible from the interval from the top of the Mancos Formation to the base of the Dakota
Formation in the SE/4 of Section 27, T. 32N, R3W, S/2 of Section 26, T. 32N, R. 5W., and the
S/2 of Section 26, T. 32N, R. 5W, NMPM, and is effective December 8, 2017. You are
requested to furnish all interested principals with appropriate evidence of this approval.

CA number NMNM137811 as assigned above, must be posted on the well and facility signs for
the Clay Com #1 well. The signs shall include the well name and number, Operator name,
lease serial number, Communitization number, the quarter-quarter section, section, township
and range, county, and state. (43 CFR 3162.6).

Pursuant to the terms and conditions of the approved CA and 43 CFR 3162.4 Well Records and
Reports, you are required to file your well completion report within 30 days of the wells’
completion. Within five (5) days of commencement of production, you are also required to file
a notice of production startup. Penalties for non-compliance with such requirements are
applicable to all wells and facilities on State or privately owned mineral lands committed to a
unit or CA, which affects Federal or Indian interests, notwithstanding any provision of the unit
or CA to the contrary.

Upon approval of the CA, production and royalty reports are due to the Office of Natural
Resources Revenue (ONRR). The submission of form MMS-4054, Oil and Gas Operations
Report (OGOR), must begin once drilling is completed. OGORs must be submitted to ONNR
by the 15" day of the second month following the production mon'  Royalty payments, along
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with the form MMS-2014, Report of Sales and Royalty Remittance, are due on or before the last
day of the month following the month during which oil or gas was produced and sold

If the communitized well(s) are producing, any production royalties that are due must be
reported and paid within 90 days of the Bureau of Land Management's approval date or the
payors will be assessed interest for late payment under the Federal Qil and Gas Royalty
Management Act of 1982 (See 30 CFR 218.54).

If you have any questions concerning reporting on Form 2014s, please call your ONRR
company contact located at http://www.or—~ ~ov/FM/PDFDocs/coassign.pdf or call 1-800-525-
9167.

If you have questions concerning reporting on Oil and Gas Operations Reports, please call your
ONRR company contact located at http://www.onrmr.gov/FM/PDFDocs/operasgn.pdf or call
1-800-525-7922.

If you have any questions regarding the Communitization Agreement, please contact me at the
above address, by email at cmarquez@blm.gov or telephone (505) 564-7741.

Sincerely,

e &7

Richard A. Fields
Farmington Field Office Manager

Distribution

NMSO-1

ONRR-1, MS-357 B}, Denver, CO
NMOCD-1, Santa Fe (w/o encl))
NM Tax & Rev. Dept,-1

CA file NMNM13781)
NMFO01110: Kellis: 12/8/2017
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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. 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.

B. Approve the attached communitization agreement covering:

SE/4 Section 27, S/2 Section 26 and S/2 Section 25, T.32 N.,R. 5
W., Rio Arriba County, New Mexico, as to natural gas and
associated liquid hydrocarbons producible from the interval from
the top of the Mancos Formation to the base. of the Dakota
Formation. This approval will become invalid ab initio by the
Authorized Officer should then public interest requirements under
Section 3105.2-3(e) not be met.

C. 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.

D. Approval of this agreement does not warrant or certify that the
applicant and other working interest owners thereof hold legal or
equitable title to the leases, which are committed hereto.

Approved:  December 8, 2017

O 6-

Richard A. Fields
Farmington Field Office Manager

Effective: December 8, 2017 (effective date indicated on CA)

Contract No.: Com. Agr. NMNM 137811
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leases where the rate of royalty for gas is based on total lease production per day,
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 th” greement shall be deemed to
be operations or production as to each lease commudted hereto.

Production of communitized substances and disp~~al thereof shall be in
conformity with allocation, allotments, and quot-~ nade or fixed by any duly
authorized person or regulatory body under appl..wole Federal or State statutes.
This agreement shall be subject to all applicable ™~ *--al and State laws or

executive orders, rules and regulations, and no ereto shall suffer a
forfeiture or be liable in damages for failure to ¢ r with any of the provisions
of this agreement if such compliance is prevente or if such failure results

from, compliance with any such laws, orders, n.... .. regulations.

DEcempeR 8,201z o
The date of this agreement is _—Novembe  2€__ - , and it shall become
effective as of this date or from the onset ot 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 m the ¢ __nunitized area in paying quantities: Provided, that
prior to production in paying quantities from  : communitized area and upon
fulfillment of all requirements of the Secretary of e 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 thereafier, 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.
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EXHIBIT “B”

1i2/8/zo17
To Communitization Agreement Dated _—1+1/27/47—  embracing the following
described land in __Rio Arriba _County, New Mexico.

Operator of Communitized Area: __-Southland Royalty Company LLC

DESCRIPTION OF LEASES COMM™ TED

Tract No. 1
Lease Serial Number: NMNM 029342
Lease Date: 2-1-1977
Lease Term: HBP
Lessor: U.S.A.
Present Lessee: Southland Royalty Company LLC
Description of Land Committed: Township 32 North. Range 5 West,
’ N.M.P.M.

Section 25: SW/4
Section 26: S™"'*

Number of Acres: 320.00

Royalty Rate: 12 2%

Name and Percent ORRI Owners: Noble Royalty Access 1.5000%
Fund 14 LP
Classical Gas & Oil LLC 1.5000%
Erin M. Gogolak 1.5000%

R. Craig Ewing, Trustee 1.5000%









Name and Percent ORRI Owners: As to Sec. 25: SE/4
Cargoil & Gas Co., LLC 1.2500%
Michae] Casagranda 1.0000%
George C. Darr & 1.0000%
Caroline C. Darr

Shogoil & Gas Co., LLC 0.7500%
Shogoil & Gas Co., II, LLC 0.7500%

C.L. Ellis , 0.5000%
Noble Royalty Access 0.5000%
Fund 14 LP

Classical Gas & Oil LLC  0.5000%
Erin M. Gognlak 0.5000%
R. Craig Ewuug, Trustee 0.5000%
Of the June McHugh

1997 T=st

Chi..wpher I. McHugh 0.5000%
Total 7.5000%

AstaSer_26: SE/4

Ce : Gas Co., LLC 1.0000%
M ~asagranda 1.0000%
Ge .Dar & 1.0000%
Ca C. Darr

Sh r Gas Co., LLC 0.7500%
Sh : Gas Co., II, LLC 0.7500%
C.L. caus 0.5000%
Noble Royalty Access 0.3573%
Fund 14 LP

Classical Gas & Qil LLC 0.3573%
Erin M. Gogolak 0.3573%
R. Craig Ewing, Trustee 0.3573%
Of the June McHugh

1992 Trust

Christopher 1. McHugh 0.3573%
Total 6.7865%

Name and Percent of
Working Interest Owners: Southland Royalty Company LLC  100%



o,

Tract No.

W -

Total

RECAPITULATION

No. of Acres Committed
320.00
160.00
320.00

800.00

Percentage of Interest

in Communitized Area

40.000000%
20.000000%
40.000000%

100.000000%




































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

IN THE MATTER OF THE APPLICATION

OF SOUTHLAND ROYALTY COMPANY LLC FOR

DESIGNATION OF A NON-STANDARD SPACING AND PRORATION UNIT AND
PROJECT AREA, AND FOR EXCEPTION TO THE WELL LOCATION
PROVISIONS OF THE SPECIAL RULES AND REGULATIONS FOR THE BASIN-
MANCOS GAS POOL AND THE BASIN-DAKOTA POOL,

RIO ARRIBA COUNTY,NEW ME: CO

CASE NO. 15919

AFFIDAVIT OF NOTICE

L ATE OF NEW MEXICO )
) ss.
COUNTY OF SANTAFE )

J. Scott Hall, attorney and authorized representative of Southland Royalty Company
LLC, the Applicant in this matter, being first duly sworn, upon oath states that he sent copies of

the Application in this matter to the parties as specified on the attached Exhibit A.

_—
—T. S M’z&a&(

J. SCOTT HALL

SUBSCRIBED AND SWORN to before me this 20™ day of December, 2017.

Notary Public
My Commission Expires:
ww«»ww.:swvw
—OEFICIAL—SEAL
Diana M. Luna NMOCD CASE No, 15515
NOTARY PUBLIC __ SOUTHLAN
STATE O D ROYALTY COMPANY
Exhibit No. 12

. My Commission Expires: o
T T December 21, 2017



















































All Offset Owners and Operators on Attached List
December 1, 2017

Page 2

You are being notified as an offsetting owner or operator. If you do not object to
Southland’s Application, we would appreciate your acknowledgment by signing the enclosed
copy of this letter and returning the same to us at your earliest convenience.

This Application will be set for hearing before a Division Examiner on December 21,
2017, at 8:15 a.m. at the New Mexico Qil Conservation Division, 1220 South St. Francis Drive,
Santa Fe, New Mexico. You are not required to attend this hearing, but as an owner of an
interest that may be affected, you may appear and present testimony. Failure to appear at that
time and become a party of record will preclude you from challenging this application at a later
time. If you intend to attend the hearing and present testimony or evidence, you must enter your
appearance and serve the Division, counsel for the Applicant and other parties with a pre-hearing
statement at least four business days before the scheduled liearing date in accordance with
Division Rule 19.15.4.13.

Very truly yours, _

J. Scott Hall

JSH:dml
Enclosures
cc: Gene Caldwell, CPL, Southland Royalty Company (w/encs., via email)

WAIVER OF OBJECTION - f:
By:)&/lﬂ/< nﬂ/
s

Forg/\)”") T o Hro P T o P

Jy—S—) -










All Offset Owners and Operators on Attached List
December 1, 2017
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You are being notified as an offsetting owner or operator. If you do not object to
Southland’s Application, we would appreciate your acknowledgment by signing the enclosed
copy of this letter and returning the same to us at your earliest convenience,

This Application will be set for hearing before a Division Examiner on December 21,
2017, at 8:15 a.m. at the New Mexico Oil Conservation Division, 1220 South St. Francis Drive,
Santa Fe, New Mexico. You are not required to attend this hearing, but as an owner of an
interest that may be affected, you may appear and present testimony. Failure to appear at that
time and become a party of record will preclude you from challenging this application at a later
time. If you intend to attend the hearing and present testimony or evidence, you must enter your
appearance and serve the Division, counsel for the Applicant and other parties with a pre-hearing
statement at least four business days before the scheduled hearing date in accordance with
Division Rule 19.15.4.13.

Very truly yours, -

J. Scott Hall

JSH:dml
Enclosures
cc: Gene Caldwell, CPL, Southland Royalty Company (w/encs., via email)

WAIVER OF OBJECTION
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