STATE OF MICHIGAN
DEPARTMENT OF ENVIRONMENT, GREAT LAKES, AND ENERGY
ORDER OF THE SUPERVISOR OF WELLS

IN THE MATTER OF

THE PETITION OF REEFWORKS, LLC, FOR AN )
ORDER FROM THE SUPERVISOR OF WELLS )
AUTHORIZING A 95.29-ACRE DRILLING UNIT AS )
AN EXCEPTION TO SPECIAL ORDER 1-73 AND ) ORDER NO. 06-2025
APPROVING AN EXCEPTION TO THE 330 FOOT )
SETBACK REQUIREMENT FOR THE PROPOSED )
SAND PRODUCTS 3-7 WELL, IN MANISTEE ;

TOWNSHIP, MANISTEE COUNTY, MICHIGAN.

OPINION AND ORDER

This case involves the Petition of ReefWorks LLC (Petitioner) to form a drilling unit
within the stratigraphic interval known as the Guelph Dolomite/Ruff Formation. The
Petitioner is requesting a 95.29-acre drilling unit for the proposed unit to drill the Sand
Products 3-7 well as an exception to the 80-acre drilling unit size and the 330-foot setback
established by Special Order 1-73. The proposed unit consists of the SE/4, but only as to
that portion of land upland from the ordinary high-water mark of Lake Michigan, of Section
7, T22N, R16W, Manistee Township, Manistee County, Michigan. All mineral interests
are leased by the Petitioner; however, due to the configuration of the Proposed Unit, the
Petitioner seeks an Order forming the drilling unit, granting an exception to the 330-foot
setback requirement, and designating the Petitioner as Operator of the proposed

95.29-acre drilling unit.

Jurisdiction
The development of oil and gas in this state is regulated under Part 615, Supervisor
of Wells, of the Natural Resources and Environmental Protection Act, 1994 PA 451, as
amended, Michigan Compiled Laws 324.61501 et seq. The purpose of Part 615 is to
ensure the orderly development and production of the oil and gas resources of this state.
MCL 324.61502. To that end, the Supervisor may establish drilling units and voluntarily
pool mineral interests within said units. MCL 324.61513(2) and (4). However, the
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formation of drilling units by voluntary pooling as an exception to special spacing orders
can only be effectuated after an evidentiary hearing. 2015 AACS, R 324.302 and
R 324.303. The evidentiary hearing is governed by the applicable provisions of the
Administrative Procedures Act, 1969 PA 306, as amended, MCL 24.201 et seq. See
1996 AACS, R 324.1203. The evidentiary hearing in this matter was set for July 22, 2025.

FINDINGS OF FACT

The Petitioner specifically requests that the Supervisor issue an Order that:

1. Grants an exception to the drilling unit size established by Special
Order 1-73, by establishing a 95.29-acre drilling unit consisting of the SE/4, but only as
to that portion of land upland from the ordinary high-water mark of Lake Michigan, in
Section 7, T22N, R16W, Manistee Township, Manistee County, Michigan, for the
proposed Sand Products 3-7 well.

2. Names the Petitioner as Operator of the Proposed Unit including the Sand
Products 3-7 well and any other wells ultimately drilled in the Proposed Unit.

3. Grants an exception to the setback requirements set forth in Special Order
1-73.

4. Grants a full production allowable set forth in Special Order 1-73 for the
Proposed Well.

The Supervisor determined that the Notice of Hearing was properly served and
published. No answers to the Petition were filed, therefore the Petitioner is the only party
to this case. The Supervisor designated the hearing to be an uncontested evidentiary
hearing pursuant to R 324.1205(1)(c) and directed evidence be presented in the form of
verified statements pursuant to R 324.1205(2). In support of its case, the Petitioner
offered the verified statements of Matthew Rine, President of ReefWorks LLC, the
Petitioner, and Richard B. Patterson, Consultant for the Petitioner providing land services
as to the Sand Products 3-7 well.

l. Drilling Unit

The spacing of wells in Manistee County targeting formations into or below the
Salina-Niagaran formation (now known as the Guelph Dolomite/Ruff Formation) is
governed by Special Order 1-73. This Order establishes drilling units of 80 acres. Under
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Special Order 1-73, it is presumed that one well will efficiently and economically drain the
80-acre drilling unit of hydrocarbons. Rule 303 (R 324.303) permits the voluntary pooling
of additional tracts to form a larger drilling unit, if formed by combining multiples of full
drilling units. Due to the design of the Proposed Unit, the Petitioner is unable to combine
80-acre blocks to form the Proposed Unit to comply with Special Order 1-73. The
Petitioner’s proposed 95.29-acre drilling unit is described as the SE/4, but only as to that
portion of land upland from the ordinary high-water mark of Lake Michigan, Section 7,
T22N, R16W, Manistee Township, Manistee County, Michigan. The Petitioner proposes
to drill the Sand Products 3-7 well.

Mr. Patterson sponsored Exhibit 1 showing the Proposed Unit, and course and
distance of the proposed Sand Products 3-7 well. Mr. Patterson testified that a 160-acre
unit for the Sand Products 3-7 could not be created because the State of Michigan cannot
grant oil and gas leases as to the bottomlands of Lake Michigan. He further testified that
the only drilling unit that can be formed to target the Niagaran reserves exclusive of the
bottomlands of Lake Michigan is the Proposed Unit, which includes only the lands in the
SE/4 of Section 7 that are upland from the ordinary high-water mark of Lake Michigan.

Mr. Rine sponsored Exhibit 2 illustrating the surface hole location and bottom hole
location of the Proposed Well. He stated that the bottomhole location of the proposed well
is approximately 62 feet from the ordinary high-water mark of Lake Michigan. Mr. Rine
testified that the Sand Products 3-7 well surface hole location will utilize a surface pad
previously used by the Sand Products Corp. 1-7 well (PN 31354), now plugged. He further
testified that this surface hole location will decrease surface disturbance. He testified that
his analyses of available well control in the area, review of the Niagaran production and
development in the vicinity, and all available 3-D seismic data, supports the proposed
bottom hole location as the best location to maximize the likelihood for a successful well
within the proposed 95.29-acre drilling unit. Mr. Rine further testified that he believes the
proposed well will adequately and efficiently drain the oil, gas, and associated
hydrocarbons from the Proposed Unit, and recover oil and gas not currently being
produced. In Mr. Rine’s view, the proposed well with the setback exception granted will

prevent waste, protect environmental values, and will not compromise public safety. It is
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Mr. Rine’s opinion that a 95.29-acre drilling unit is necessary to provide equitable
treatment to the mineral owner within the Proposed Unit.

| find that formation of the proposed 95.29-acre drilling unit, as an exception to
Special Order 1-73, will prevent waste and protect correlative rights, and as such, is
approved for the proposed Sand Products 3-7 well. | further find that the proposed Sand
Products 3-7 well is reasonable to prevent waste or the potential for waste to occur, and
therefore, should be approved. Special Order 1-73 establishes proration allowables for a
standard 80-acre drilling unit in the Niagaran Formation; however, establishment of a
standard unit is not possible due to bottomlands of the Great Lakes not being leasable.
Therefore, the Operator is approved for a full allowable of 300 barrels of oil per day
(BOPD) and/or 450 thousand cubic feet per day (MCFGD) of gas. | find, an exception to
the 330-foot setback requirement is necessary to drill the requested bottom hole location
of the Proposed Well, and should be granted, and that the stated proration allowable
should be granted.

Il. Drilling Unit Operator

Mr. Patterson sponsored Exhibit 1 to present the proposed 95.29-acre drilling unit.
Mr. Patterson’s testimony states that the Proposed Unit is comprised of one tract and the
sole mineral owner of the tract is leased by the Petitioner, and thus Petitioner seeks to be
designated Operator of the Proposed Unit. Given this, | find, as a Matter of Fact, the

Petitioner is eligible to be designated Operator of the Proposed Unit.

CONCLUSIONS OF LAW

Based on the Findings of Fact, | conclude, as a matter of law:

1. The Petitioner is an owner within the drilling unit, and therefore is eligible to
drill and operate the Sand Products 3-7 well. 2015 AACS, R 324.1206(4).
2. Spacing for wells drilled in Manistee County into or below the

Salina-Niagaran Formation (now known as the Guelph Dolomite/Ruff Formation) is 80
acres as set by Special Order 1-73. Exceptions to Special Order 1-73 may be granted by
the Supervisor after a hearing.
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3. Special Order 1-73 requires a setback of 330 feet from the unit boundaries
for each well. Exceptions to the standard setback may be granted by the Supervisor after
a hearing.

4. The Supervisor has jurisdiction over the subject matter and the persons
interested therein.

5. Due notice of the time, place, and purpose of the hearing was given as
required by law and all interested persons were afforded an opportunity to be heard. 2015
AACS, R 324.1204.

DETERMINATION AND ORDER

Based on the Findings of Fact and the Conclusions of Law, the Supervisor

determines that forming a 95.29-acre Guelph Dolomite/Ruff Formation drilling unit as an
exception to Special Order 1-73 is appropriate for the Sand Products 3-7 well and is
protective of correlative rights and will prevent waste.

NOW, THEREFORE, IT IS ORDERED:

1. A 95.29-acre Guelph Dolomite/Ruff Formation drilling unit is established, as
an exception to Special Order 1-73, for the Sand Products 3-7 well. The drilling unit will
consist of the SE/4, but only as to that portion of land upland from the ordinary high-water
mark of Lake Michigan, of Section 7, T22N, R16W, Manistee Township, Manistee County,
Michigan.

2. The Petitioner is granted a bottom hole location exception to the
requirements of Special Order 1-73. No portion of bore hole shall be located closer than

62 feet from the western boundary of the drilling unit.

3. Proration allowables for the Sand Products 3-7 well are hereby established
at 300 BOPD and/or 450 MCFGD.
4. The Petitioner is named Operator of the Proposed Unit, and all wells drilled

therein including the Sand Products 3-7 well. The Operator shall commence the drilling

of the Sand Products 3-7 well on or before 365 days after the effective date of this Order.
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5. This Order applies to the Sand Products 3-7 well and all directional redrills

therefrom and will terminate when the associated well bores have been plugged and

abandoned
6. All other provisions of Special Order 1-73 shall remain in effect.
7. The Supervisor retains jurisdiction in this matter.
8. The Order is effective immediately.

. iz

Adam W. Wygant

ASSISTANT SUPERVISOR OF WELLS
Geologic Resources Management Division
P.O. Box 30256

Lansing, Michigan 48909-7756

August 13, 2025
Dated:
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