RAILROAD COMMISSION OF TEXAS
HEARINGS DIVISION

OIL & GAS DOCKET NO. 01-0288416

APPLICATION OF OAK VALLEY OPERATING, LL.C PURSUANT TO STATEWIDE RULE
38 (d)(3) FOR DISSOLUTION OF THE NEWTONVILLE EAST UNIT, WELL NoO. 1H,
EAGLEVILLE (EAGLE FORD-1) FIELD, GONZALES COUNTY, TEXAS.

FINAL ORDER

The Commission finds that after statutory notice the captioned proceeding was heard by the
examiners on July 31, 2014, The proceeding having been duly submitted to the Railroad
Commission of Texas at conference held in its offices in Austin, Texas, the Commission makes the
following Findings of Fact and Conclusions of Law.

FINDINGS OF FACT

1. At least ten days notice was given to the applicant and affected mineral interest owners by
first-class mail. Notice was also published once a week for four consecutive weeks on June
27, July 4, July 11 and July 18, 2014 in the Gonzales Inquirer, a newspaper of general
circulation in Gonzales County.

2. The 714.09-acre Newtonville East Unit was formed by Southern Bay Operating, LLC (as a
subsidiary of Halcon Resources, LLC) by Form P-12 and Form W-1 submitted to the
Commission dated November 16,2012. A drilling permit was issued on November 20, 2012
(see Attachment I).

3. The Newtonville East Unit consisted of 13 tracts ranging from 140.56 acres to 8.09 acres,
aggregating 714.09 acres.

4. The former Management Team of Southern Bay Operating, LLC, now in the form of Oak
Valley Operating, LLC, reacquired the rights to the Newtonville East Unit, Well No. 1H
from Halcon Resources, LLC in July 2012.

5. Under Halcon Operating, LLC, the Newtonville East Unit, Well No. 1H was drilled in a
northwest-southeast orientation in a diagonal across the Newtonville East Unit, limiting
further development of horizontal wells aligned in the preferred north-south orientation.
Further wells drilled in a north-south orientation within the unit would necessarily be short,
and possibly uneconomical.

6. Oak Valley Operating, LLC seeks to dissolve the 714.09-acre Newtonville East Unit in order
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to form units that will enable horizontal drilling in the preferred north-south orientation. The
existing Well No. 1H will cause a few wells to the south to be drilled parallel in the
northwest-southeast orientation (see Attachment II).

7. Dissolution of the former 714.09-acre Newtonville East Unit will return all tracts in the unit
to their former size and shape. Field rules for the Eagleville (Eagle Ford-1) Field require 80
acre units with optional 40 acre units.

8. The hearing in the docket was protested by Pinkie Sampleton, owner of a NPRI (non
participating royalty interest) in the unit. Ms. Sampleton withdrew her protest on August 25,
2014. The application is now unprotested.

9. Dissolution of the 714.09-acre Newtonville East Unit is intended to promote mineral
development of the surrounding acreage through the drilling of horizontal wells.

10.  There is no evidence that dissolution of the 714.09-acre Newtonville East Unit will result in
the circumvention of the density provisions of Statewide Rule 38 or any other Commission

rule.
CONCLUSIONS OF LAW
1. Proper notice of hearing was timely issued to appropriate persons entitled to notice.
2, All things necessary to the Commission attaining jurisdiction have occurred.
3. The application of Oak Valley Operating, LLC for Commission approval of the dissolution

of the 714.09-acre Newtonville East Unit into its component tracts meets the requirements
of Commission Statewide Rule 38(d)(3).

IT IS THEREFORE ORDERED that the application of Oak Valley Operating, LLC for
dissolution of the 714.09-acre Newtonville East Unit pursuant to the provisions of Statewide Rule
38(d)(3) is hereby APPROVED.

It is further ORDERED that this Final Order is effective on November 13, 2014 when the
Master Order relating to this Final Order is signed.

All pending motions and requests for relief not previously granted or granted herein are
denied.
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Done this 13th day of November, 2014, in Austin, Texas.

RAILROAD COMMISSION OF TEXAS

(Order approved and signatures affixed by
Hearing Division’s Unprotested Master Order dated
November 13, 2014)

MFE\ORD\Rule38\Oak Valley-38d3-MO-10-28-14.wpd
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