STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES

J ey
OIL CONSERVATION DIVISION 2= =

o L2

IN THE MATTER OF THE APPLICATION OF AGUA SUCIA, - ==
LLC TO REINSTATE ADMINISTRATIVE ORDER SWD-559 T
FOR A SALT WATER DISPOSAL WELL, LEA COUNTY, NEW o =
MEXICO. N
o

CASE NO. 14411
MOTION TO ENFORCE SUBPOENA

ARMSTRONG ENERGY CORPORATION (“Armstrong™), through its undersigned attorneys,
applies to the New Mexico Oil Conservation Division for an order enforcing the Subpoena Duces Tecum
issued by the Division to Agua Sucia, LLC. Armstrong requests that the Division (i) enter its order
continuing indefinitely the application of Agua Sucia until the documents sought by subpoena have been

produced and Armstrong has had a reasonable time to prepare its presentation following receipt of the

subpoenaed informatior & move the District Court to order Agua Sucia, LLC to respond to the
‘_/\/_\ﬂ—\_x’—\‘

subpoena; or (iii) if Agua Sucia continues to ignore the Division, Armstrong requests that Agua Sucia’s

refusal to participate in the regulatory process be treated as a waiver of its rights in Case 14411, and that

—_

its application be dismissed. As grounds for this motion, Armstrong states the following:
_1ts appfication be dismisseq

1. The Government “E” Well No. 1 (API No. 30-025-23708) located 610 feet from the

South line and 1880 feet from the West line (Unit N) of Section 25, Township 19 South, Range 34 East

NMPM, Lea County, New Mexico (“Government “E” Well”) was drilled by the Superior Oil Company in

1971 and completed in the Bone Spring formation. Thereafter, operations were assigned to Mobil

Producing Texas and New Mexico Inc. In 1993 Armstrong Energy Corporation became operator of the

well.

2. By Assignment dated May 31, 1994, (Recorded in Book 587, Page 774 of the Records

of Lea County, New Mexico) the well and wellbore were assigned by Armstrong to Subsurface Water
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Disposal, Inc. This Assignment excluded and reserved to Armstrong all mineral rights under the subject

acreage. (A copy of this assignment is attached hereto as Exhibit A.) Armstrong remains the mineral
————

owner under the tract upon which this well is located pursuant to an Assignment of Operating Rights and

Bill of Sale from Mobil Producing Texas and New Mexico Inc. dated March 31, 1988 and effective April

1, 1988 (Recorded in Book 494, Page 734 of the Records of Lea County, New Mexico).

3. By Diyision Administrative Order No. SWD-559, dated May 19, 1994, Subsurface Water
Disposal, Inc. obtained approval to convert this well to salt water disposal.

4, Louray Oil Company assumed operations of by change of operator forms filed by
Subsurface Water Disposal, Inc. on October 1, 2001 and approved by the Division on March 21, 2002.

5. Injection in this well was discontinued on January 28, 2008 to allow the well to bleed
down re1;1aini|1g pressure on the wellbore so repairs could be made as the well was leaking in close
proximity to the Queen formation and the injection authority granted by Order SWD-559 terminated due
to the lack of injection in the well for more than one year.

6. By Application for Authorization to Inject (Form C-108) dated April 14, 2009, Louray
Oil Company LLC sought authority to again use this well for salt water disposal. The application was
filed by SOS Consulting, LLC, as agent for Louray Oil Company, and a copy of the application was
providedvto Armstrong Energy Corporation, an offset operator, pursuant to the Rules of the Division.

7. Because of problems it has experienced with injection into the Bone Spring Formation,
Armstrong objected to the application by letter to the Division dated April 20, 2009, and requested that it
be set for hearing pursuant to Division Rule 19.15.26.8 NMAC.

8. Prior to obtaining Division approval to once again use this well for injection, Louray

conducted remedial work on the well.
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9. Louray filed an application for a hearing to Reinstate Administrative Order No. SWD-
559 for salt water disposal in the Government “E” Well and provided a copy of this application to
Armstrong by letter dated July 2, 2009.

19. On July 20, 2009, operations of the Government “E” Well were transferred to Aqua Sucia
LLC.

11. Thereafter Louray sought dismissal of its application to reinstate Order SWD-559 and by
Order No. R-13170, dated September 18, 2009, the Division granted this application.

12. A new application to reinstate Order No. R-599 was filed. This application is similar to
the application filed by Louray and, like the original application, was filed by SOS Consulting LLC

13. Pursuant to NMSA 1978, § 70-2-8, and 19.15.14.1214 NMAC of the New Mexico Oil

Conservation Division’s Rules of Procedure, at the request of Armstrong, the Division issued a subpoena

duces tecum to Aqua Sucia on or about September 22, 2009 and on that date Armstrong served the

subpoena. (A copy of this subpoena is attached hereto as Exhibit B.) The subpoena duces tecum ordered

Agua Sucia to produce on October 1, 2009, documents, files, and exhibits necessary for Armstrong to.
e N—— — e

—

present its case in Division Case 14411, Thereafter, at the request of Agua Sucia, the parties agreed that
prior to the production of data, the parties would meet to discuss the subpoena and the documents sought
therein. No meeting has occurred.

14. On October 21, 2009, Armstrong wrote the Division to advised of its continued objection
to this application and the use of this well for salt water disposal. It emphasized its “concerns about prior
operations of the well and the impact of these actions on its offsetting properties.” Armstrong further
advised the Division that it intended to present these concerns to the Division when the application goes
to hearing and that it believes that it should be allowed to participate in any discussions and decisions

made concerning prior operations on the well that impact its rights in the subjzct properties.
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15. Although Agua Sucia has continued the hearing on its application and has represented to
Armstrong’s legal counsel that it will produce some information, to date, Agua Sucia has not responded
to the subpoena nor has it produced the subpoenaed information.

16. Agua Sucia’s failure to obey the Division’s subpoena or otherwise respond is defective,
procedurally and substantively.

17. NMRA 1-045(C) provides the procedure by which a party may move to quash a
subpoena. Agua Sucia has not followed that procedure. For this failure to obey the subpoena immediate
compliance should be ordered.

18. Substantively, there is absolutely no basis for Aqua Sucia’s refusal to obey the lawfully
issued subpoena. The information ordered to be produced by the subpoena is necessary to the
presentation of Armstrong’s case before the Division. This is the very type of information contemplated
by the purpose and spirit of the discovery rules, and procedures employed at the Division.

19. The Division, in fulfilling its statutory duties, cannot endorse such a blatant disregard of
its Orders. This agency’s regulatory scheme provides for the orderly and timely presentation of cases,
and obviation of that process cannot be permitted by Agua Sucia or any other party.

20. Alternatively, Armstrong requests that the Division enforce its subpoena through its
statutorily enumerated powers found at NMSA 1978, § 70-2-9. Armstrong requests that the Division,
move the district court to issue an attachment ordering Agua Sucia to comply with the subpoena.
Armstrong also requests that the Division move the district court to find that Agua Sucia is in contempt of

a lawfully issued subpoena and that Agua Sucia be punished accordingly.

Conclusion
Aqua Sucia LLC has chosen to disregard the subpoena issued by the Division. The Division
should not condone this type of behavior. The Division should instruct Aqua Sucia to respond to the

subpoena forthwith or pursue its statutory powers in the District Courts. If Agua Sucia continues to
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ignore the Division, Armstrong requests that Agua Sucia’s refusal to participate in the regulatory process

be treated as a waiver of its rights in Case 14411, and that its application be dismissed.

Respectfully submitted,

HOLLAND & HART, LLP

o it P

William{F. Carr

Post Office Box 2203
Santa Fe, NM 87504-2208
505/988-4421 (telephone)

ATTORNEYS FOR ARMSTRONG ENERGY
CORPORATION

CERTIFICATE OF SERVICE

I certify that on January 11, 2010 I served a copy of the foregoing document to the
following by

(] U.S. Mail, postage prepaid
] Hand Delivery
L4 Fax

James Bruce, Esq.

Post Office Box 1056

Santa Fe, New Mexico 87504
Fax: (505) 982-2151

3225201 _1.DOC
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ASSIGNMENT

Reference is made to the foltowing:

1 United States OB and Gas Lease NM 086 ("the Lease"), dated October 1,
1951, from the Unlted States of America to R. E, Jensen, covering all of
Section 25, Township 19 Soyth, Range 34 East, NNM.P. M., Lea County, New
Mexico;

2. The Govermment E-1 Well ("the Well") located in the SE%SW% of saild
- Section 25, 610 from the sonth line and 1,880' from the west ine of said
Section 25.

Subject to the provisions of this Assignment, and for $10.00 snd other good and
valuable consideration, the recelpt and sufficlency of which are hereby scknowledged,
Armstrong Energy Corporation, and Thomas XK. Saoggin and Donna Serogpln, busband
aud wife, (collectively "Assignors”) grant and assdgn to Surfate Water Disposal, Inc.
("Assigaee’), P. O. Box 925, Hebbs, New Mzaxico 88240, all of Assignors’ right, title 2nd
interest in apd to the Well and the well bore of the Well.

To the extent that Assignors have the right to do so, Assignee shall have the right
to use the well bore of the Well solely for the purpose of dispasing of salt water into depths
or formations from 5,250 subsurface down to the buse of the Morrow formation, sajd base
belng maye particularly described at a depth of. 13,500’ ax found in the West Pearl State
No. 1 Well, located 660°. from the uorth| Une and S60' Erom the east Kne of Saction 2,
Township 20 South, Range 3¢ East, N.M.P.M., Lea County, New Mexico. Assignee ghall
not have the right to use the well bore of the Well for any other purpose whatsocver,
specificaly Including, but not limited to, the production of off, g=s or hydrecarbon
substances. .

Assignee shall also have the right df use to the surface area coumenly referred to
as the "well pad" whigh Is described as the area surroundiog the well bore which has been
cleared and established for the purpese of instaliing equipment necessary for the operation
and maintenance of production or disposdl procedures.

In addition to the foregoing, Asslgnors grant to Assighee the casing wellhead and all
down hole casing in the well bore of the well. Assignors have no knowledge of any defect
or problem with vegard to the condition of the casing,

?

The lollowing rights, titles and interests are hereby excluded from the operation of
this Agsignment, and are excepted and reserved to Assignors: '

(2 aii opelx:uﬁng rights and any other interest whatsoever ln, to or under the

* .

@)  all ofl, gus, hydrocarbon substances, and other minerals in and under and
that may be produced from satd Section 25, together with the right to explore
for, produce and market the samne;

(@  all equipment and fixtures located upon, attuched to or ustd in connection
with the Well save and except for down hole casing in the well bore of the
Well; . |

{d) any and all other rights, titles and joterests not expresaly gramted by this
Assignment.’

Assignors hereby waive any and all rights and title to skim ofl which may be
contained and tnarketed by‘ Asgignee az a bysproduct of transported disposal water,

: : EXHIBIT A
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This Assignment shall be subject to the Lease, and to the provislons of that certain
Asgigniment of Operating Rights and Bill of Sale from Mobil Producing Texas & New
Mexico Inc. to Armstrong Energy Corporrtion, dated Marcis 31, 1988, effective April 1,
1988, recorded in Book 494, pege 734 of the records of Lea County, New Mexico (the
"Mob{} Assignnsent").

Assignee asswmnes, and agrees to tbmely pecforme and discharge, all duties and
obligationz of thé Assignors under the Lease, the Mobil Assignment, or any applicable
agreement, statute, regulation, vule, grder, or Iaw, Insofar snd only ingofar as the same
pertain or apply to the Well. Such dutles and obligations shull include, but sbali not be
limjted to, those pertaluing to plngging, abandoning, closure of related pits, restoration of
the surface logation of the Well, and environmental or poliution clean up or remediation.
Assignee shall also timely performo and discharge all duties aud obligations under, and
comply with, all applicahble statutes, regulations, rules, ordets, or laws pertaining to the use
and gperation of the Well for salt water disposal, Including, but oot limited to, obt=lning
all necessary permits, consents, authorkzations, easements or rights of way. Assignes shall
aJso comyply with all applicable statutes, regulations, rules, crders or laws pertainiog to
environmental matters, lncloding those pertaining ¢o clean up or remediation.

ee ackoowledges that it has been coutioned that subsurface formations may
contain natucelly occurring radioactive materlal ("NOEMY).  Assigmee further
acknowledges that it has been cautioned that previous activites relating to the Well may
have vegulted in the concentration of certain Jevels of NORM on facilitfes, equipment, pipe
and casing so that, when bronght to the surface, a health hazied may exist in connection
with the removal, hiandling or disposal of such NORM contamioated facllities, equipment,
pipe or casing, if proper environmental regulatory or indusiyial hyglene procedures are ot
observed, The:présence of NORM in or on facllities, equipment, pipe or casing in or oo
the Weli or the well bore of the Well which are owned by or controlied by Assignee on or
after the effective date of this Assignment shzall be the sole respopsibility of Assignee.

For purposes of this paragraph, the term "Claims" shell mean all claims, losses,
damages, dentands, suits, causes of action, Habilities, fines, penalties, expenses and costs
(tecluding attorpeys’ fees, costs of litigation and/oy Investigation, and other costs assoclated
therewith), Assignee shall fully protect, indemnify and defend Asstgnors and their officers,
agents, employees, tirectors and sharehelders against, and shall hold Assignors and their
officers, agents, employees, directors and shareholders havmless: from, any apd all Claims
which accrue or are asserted on or after the effective date of this Azsignment arising out
of, related to0 or in any way connected with, judirectly or directly, in whole or in part, the
ownership or operation of the Well, the well bore of the Well, and any facilitfes,
equipment, pipe or casing, or any interest thereln, by the Assignee, including, but aot
limited to, any Claims related to the fallowing:

)] all duties and obligations which Assignee has assumed and agreed to perfarm
an_d discharge to this Assignment; .

G)  injury to or death of any person;

() damage to or losg of any property or resource, or any Interest therein,
including, but not limited to, subsarface strata and formations, and minerals
in place;

LU

(v}  pollufion, contamination or envivonmental damage, Kabillty or violation of
any kind, including but not limited to, those reluting to the generation,
mlea@p, discharge, transportation or djsposal of any of the following:
hazardous, toxic or radioactive materials, substances or wastes, or other
pollutants, contaminants or wastes;
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(v)  the presence of any NORM contaminated facilities, equipment, pipe or casing
includiog, but not limited to, such Claims &s may relate to the vse, resale,
removal, handling or disposa]l of any such NORM contaminated facilities,
equipment, pipe or casing.

The indemuities and obligations to defend set forth above shall apply regardless of the
cause, and regardless of whether any such Claius arise fa whale or ia part from apy act,
omission, negligence or strict Uability of Assignee or ita officers, agents, employees,
directors or shareholders, or any other person or entlty, whether imposed by rula of law,
statute or regulation.,

This Assigument i5 executed and delivered withont warrapties or represeututions of
any kind, express or mplied, including, but not limited to, warranties of title or condition.
AU property conveyed or assigued hereby is conveyed "AS IST. Asslgnee represents and
warrants that it has Inspected the Well and is satisfied with the conditivn thereof, "AS IS".

Assignors moake no warranties or representations of any kind with regard to the suitgbility -

aof the Well for use as a disposal well, or regarding the legality or propriety of using the
Well as a disposal well, or regarding the llkelthood of Assignee obtainig necessary permits,
consents or suthorkzations. ASSIGNE DI M ANY AN

WARBANTIES OF MERCHAN]

e ALY

Naotwithstanding the foregoing disclaimers and limitations, Assipmors have executed
ang delivered this Assignment with full substitution and subrogation off Assignee In and to
all warranties, representations and covenants previously made by others with respect to the
rights, titles and interests conveyed bereby.

This Assignment shall be eftective asof __ 5~ 3 [ , 1998,

_ARMEB' NG ENERGY CORPORATION
- A
. By _——
o a Robert G. Armayﬁ Prefident
ﬁ[&[‘ﬂ:""

Thomas K. Scroggin’ /
‘@%‘%nma th____

SUBSURFACE WATER DISFOSAL, INC.

) 3
By {‘gau"ﬁ-"é D MV_/-
R 7

$oLs

£§ 22:03:23 03-02-2009
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STATE OF NEW MEXICO )
)
COUNTY OF CHAVES )

This instrument was acknowledged before me on May 19 » 1994
by Robert G. Armstrong as President of ARMSTRONG ENERGY CORPORATION, a
New, Mach cmpamﬂon, on behalf of sald corporation.

n N blons .
Q\'..:' ‘-‘..‘. $l. .

PN ’

otary Public
'Mgfﬂomuleé’ﬂxpim '
"4': Of‘gna-ﬁégé

STATE OF NEW MEXICO )
N )
COUNTY OF EDDY )

This instrument was acknowledged before me on ' 23 , 1994
by THOMAS K. SCROGGIN and DONNA SCROGCIN. 7"

O ") TAL ):‘l “ ‘ %‘ ('\ Lég }‘QA‘,Q
: - Njnry Publie
MJS ﬁmﬂﬂm Ewim
’: /a -w cuf

STATE OF NEW MEXICO )
)
)

was l.ﬁ d toremeon ( Z , 1594
of SUBSURT'A WA DISPOSAL,
; coxporat on. on behalf of sald coppuration,

‘COUNTY OF

Nofary Public
-"" DD'I
. o - .
. S D 8t
STATE OF NEW MEXICO P -
COUNTY OF LEA RSN "Ny -
- . FILED . . 7“- L‘J g
gg | ) "'Z; U Y
¥ : MAY 3 1 1994 R R e

Mnm-uum ?,.ZLA*,'Q Q‘
Pnl Chpﬂk. -£l Coualy g;;" i jw /002“7 ane, P:kj
' : o bbs, 7N.71

" 8844
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STATE OF NEW MEXICO Lo, <D
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT <> @)
OIL CONSERVATION DIVISION S

APPLICATION AGUA SUCIA, LLC TO REINSTATE A PERMIT FOR SALTWATER
DISPOSAL FOR ITS GOYERNMENT ‘E> WELL NO. 1 LOCATED IN UNIT ‘N’,
SECTION 25, TOWNSHIP 19 SOUTH, RANGE 34 EAST, LEA COUNTY, NEW
MEXICO.

CASE NO.

SUBPOENA DUCES TECUM

TO:  Agua Sucia, LL.C

¢/o James Bruce, Esq.

Post Office Box 1056

Santa Fe, New Mexico 87504

Pursuant to Section 70-2-8, NMSA (1978) and 19.15.4.16.A. NMAC of the New Mexico
Oil Conservation Division’s Rules of Procedure, you are hereby ORDERED to appear at 9:00
a.m., October 1, 2009, at the offices of the Oil Conservation Division, 2040 South Pacheco,
Santa Fe, New Mexico 87505 and to produce the documents and items specified in attached
Exhibit A and to make available to Armstrong Energy Corporation, and their attorney, William
F. Carr, for copying, all of said documents,

This subpoena is issued on application of Armstrong Energy Corporation, through their
attorneys, Holland & Hart, LLP., Post Office Box 2208, Santa Fe, New Mexico 87504.

Dated this 32_"'_"/_ day of September, 2009.

NEW MEXICO OIL CONSERVATION DIVISION

% __MARK E. FESMIRE, DIRECTOR

SUBPOENA, Page 1
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EXHIBIT “A”
TO SUBPOENA DUCES TECUM
TO AGUA SUCIA, LLC
IN NEW MEXICO OIL CONSERYATION DIVISION
CASE

PURPOSE: The purpose of this subpoena is to provide all of the information necessary for
Armstrong Energy Corporation to be able to prepare its. opposition to Aqua Sucia, LLC or
successor operator seeking authorization to inject in the Government E Well No. 1, located 610
feet from the South line and 1880 feet from the West Line of Section 25, Township 19 South,
Range 34 East, NMPM, Lea County, New Mexico:

PRODUCE THE FOLLOWING DOCUMENTS:

For the Government E Well No. 1, located 610 feet from the South line and 1880 feet from the
West Line of Section 25, Township 19 South, Range 34 East, NMPM, Lea County, New
Mexico:

Documents:

-\/ All articles of incorporation or other documents that show the nature of your
business organization, your qualifications to do business in New Mexico and the
partners and officers of your business.

aly,

@ All documents between Louray Oil Company and Agua Sucia LL.C, or any other
entity, concerning or related to the sale or other conveyance of an ownership
interest in the subject well or the land dedicated thereto.

log data m

All completion data _—"
All water analysis .~

3

4

5.

6. All fluid data /
7 All information on any fluids previously injected in this well
8 All reservoir performance data.

9 All well performance data

10.  All pressure data

11.  All geologic data iﬁcluding

a. Permeability data

SUBPOENA, Page 2



b.

C.

Porosity data

Reservoir thickness

12, Reservoir pressure data by individual zone (perforation) including, but not limited

to, bottom-hole surveys or pressures, surface pressure readings, daily tubing

pressure and casing pressures, drill stem tests, build-up tests and interference

tests, with relevant information as to shut-in time and production rates prior to

shut-in;

Chronological reports that include details of all work performed on the well

showing, but not limited to, the following:

Perforating and perforation locations;

Reservoir Stimulation including fluids, volumes, rates, and pressures for
each treated interval;

Swabbing, flowing and/or pumping results for each interval that was
perforated and tested include pre-stimulation and post-stimulation results
as applicable; and

Daily drilling and completion reports;

14. All petroleum engineering data used or to be used by you to justify your

application for reinstatement of Division Order SWD-559 including all pressure

data including, but not limited to, bottom hole pressurz surveys, daily tubing

pressure and casing pressure surveys, with relevant information as to shut-in time

and production rate prior to shut-in;

All oil sales from the property including Skim Oil and all volumes oil back

flowed from the subject well;

16. All estimates of potential disposal volumes;

17. All reservoir studies including, but not limited to, well interference studies,

pressure studies or well communication studies;

SUBPOENA, Page 3



18. All geologic data including geologic maps, structure maps, isopach maps, cross-
sections, and/or logs being used by you to justify your application for

reinstatement of Division Order SWD-559.

Correspondence/Commuanications/Accounting/Land Files/ Hearing Exhibits:

1. All contracts, communitization agreements, joint operating agreements, leases,
assignments, correspondence, and farmout agreements that apply to the subject

well or the acreage dedicated thereto;

2. All contracts or other documents concerning the sale of the subject well or the
/ acreage dedicated thereto;

3. All land files;

4. All documents between you and the Bureau of Land Management;

. /All documents between you and Oil Conservation Division located in Santa Fe,

/ New Mexico;
6. All documents between you and Oil Conservation Division located in Hobbs,

New Mexico;

7. All land exhibits and ownership data and exhibits to be used by you at the hearing

on this application;

S. All geologic data and exhibits including geologic maps, structure maps, isopach
maps, cross-sections, and/or logs to be used by you at the hearing on this

application;

9. All geophysical data/studies and exhibits to be used by you at the hearing on this

application; and

/ 10.  All petroleum engincering data/studies and exhibits to be used by you at the

hearing on this application.
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11. If not already included above, all data and documents utilized by you for support

of all exhibits you will present at hearing.
IF NOT ALREADY INCLUDED ABOVE, THE FOLLOWING ADDITIONAL DATA:

1. All geological and reservoir engineering analyses pertaining to the subject well.

2. All geological and reservoir engineering analyses, Authorizations for Expenditure

and any other communications pertaining to the subject well.

INSTRUCTIONS

This Subpoena Duces Tecum seeks all information available to you or in your possession,
custody or control from any source, wherever situated, including but nct limited to information
from auy files, records, computers documents, employees, former employees, consultants,
counsel and former counsel. It is directed to each person to whom such information is a matter
of personal knowledge.

When used herein, "you" or "your" refers to the person or entity to whom this Subpoena
Duces Tecum is addressed to including all of his or its attorneys, officers, agents, consultants,
employees, directors, representatives, officials, departments, divisions, subdivisions,
subsidiaries, or predecessors in interest. :

The term “document” as used herein means every writing and record of every type and
description in the possession, custody or control of Louray Oil Company whether prepared by
you or otherwise, which is in your possession or control or known by you to exist, including but
not limited to all drafts, papers, books, writings, records, letters, photographs, computer disks,
tangible things, correspondence, communications, telegrams, cables, telex messages,
memoranda, notes, notations, work papers, transcripts, minutes, reports and recordings of
telephone or other conversations or of interviews, conferences, or mectings. It also includes
diary entries, affidavits, statements, summaries, opinions, reports, studies, analyses, evaluations,
contracts, agreements, jottings, agenda, bulletins, notices, announcements, plans, specifications,
sketches, instructions charts, manuals, brochures, publications, schedules, price lists, client lists,
journals, statistical records, desk calendars, appointment books, lists, tabulations sound
recordings, computer printouts, books of accounts, checks, accounting records, vouchers, and
invoices reflecting business operations, financial statements, and any notice or drafts relating to
the foregoing, without regard to whether marked confidential or proprietary. It also includes
duplicate copies if the original is unavailable or if the duplicate is different in any way, including
marginal notations, from the original.

SUBPOENA, Page 5
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ABSIGNMENT

Reference is made to the following:

1. Unled States Ofl and Gas Lease NM 056 ("the Lmm"), datzd October 1,
1951, from the Uniied States of America to R, E. Jeuep, tovering afl of
Sectlon 25, Township 19 South, Ragge 34 Bast, N\M.P.M., L County, New
Mexioo;

3. “The Govenupent B+1 Well ("the Wel™ located in the SE%SWS of sald
-Secuonzig. 610" from tbs south }ine and 1,880' from the weat line of said
Beotion 25.

Subject to the provisians of this Asdgarasnt, and for $10.00 and other good =nd
valvable consideration, the recaipt and suflkdency of which are heredy eckoowiedged,
Arm Corporxﬂon, and Thm&ﬂco@ndmmm. hastadd

ad wife, (o mmnmwmwmmwmmm
("Assignea"), P. O, Box §25; Hobhs, New Maxico 88240, all of Assignars’ right, title snd
mweummammweuudmewmdmom.wau

h, Range 36 Bast, NIMIP.M., Les Coungty, New Mexdea. Asrignee
not have the ﬁghttoummswenbmﬂmewwhrmmherpmponwm

spadﬂuﬂyhxdudbnz.bdnotlhnﬂndtmthepmdwmolon g or hydrocarbon
sublstances : :

Assignee shall also have the right of use to the surfuee xrea cammonly referred to
as the "well pad® whish ks described as the ares surrounding the well bore which has haen

cleared and established for the purpose of lastalling eqnipment necessary for the operation
and waintemance of prodoction or dispous! procedures.

Y addition to the foregoing, Asxignoss grant (0 Asdignee the casing wellbead amd alt
down bofe cxsing ia the well bore of the well.  Axtignors have uo knowledga of axy dafect
wprvbhnwithrcgnrdtothemndmwoﬂhcadu.

The Lellowing rights, diies and intevesty are herehy axcindicd Grom the operation of
Mudﬂmg&dudmﬁmm '

@ mope{.mgummmmmm«wm,:o«wm

(@)  all oll, gas, Kydrocorbon substances, god otber minerals (n and under and
that suay be produced from sald Section 25, together with the rigbt to arplore
for, produeonnd mearket the 2vge)

©@ memmmmﬁbmmwwuwlnwm
mmwmmmwr«mmmhmwlmwm

(@ oy 2nd'all otber righty, ttles ad interests not ated by this
x s expresly gra by

Ammhmbymwmdmmunumhum ol which wmay be
mhhcdmdmkﬂwbyAdmneunbymuaommpomddhpmmﬂ.

L —
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Mmehmemtmm‘dh&OmMoﬂhﬂtw
Asdgmmnent of ; mwwummmw,,mmmam

Operating Rj ‘ ! o
Mexjoo Inc. to Armstrony Enerpy Cotporutian, dated Maceh 31, 1988, effective Apefl 1,
494, pa T34 of the recirds of Couxty, New Mexioo (o

Ammummmdwmwhelymﬂmnd discharge, all dutics and
obligations of thé Assignors under the Leass, the Mobll Asstgnment, or sy spplicable
Sgreement, statute, requlation, rule, order, or law, fnsofer sud only togofar ma the eame
pertald or upply to the Well, Such dutles and obligations shall lncfade, but shall not be
Limited to, thiose pertatning to plugging, abandoning, clesicre of related pits, restaration of
the surface [Gtation of the Well, and environmestad. or poliution clenn up or remediatioa.
Assignee shall also timely perform and dischsirge all duties and obilgations under, and
cowply with, all appliceble statates, reguiations, rules, orders, or lavwns pertaining to the use
x84 operution of tho Well for salt water disposal, including, but got Imited to, obtxining
2l necesoary perritits, eunsenits, anthorizatiscs, vasements or rights of way. Asdgoee shal)
wso comply with alt wopllsable statutes, gulations, fules, orders or kiws pertalning to
environmentsl mxtters, Iaclodig these pertaining 1o clean up or repediation.

Assigsy acknowledgen that it hus bosa cautloned that sxbsizface formations may
B ) .

ind oasig 90 that, when brought 1o the furfuce, 2 health bammd nray exist In connection
with the ramoval, kmadllug or dispocal of yoch NOXM eomtaalbiced fucDities, equipment,
Fpt ur castiog, if proper Bviroxmintal cagulatury or lndustrid hyglene procedizres are mot
observed. The:prestitcs of NORM (n or vn facliities, equipmant, plpa e cating In ot o
tha Wdlw_tﬁevflﬂhmolmwmwh!:hmmcdbydr'Md by Assigoes oa or
after the effeétive date of this Asstgnment sbell be the sole responsihlity of Amigmce.

For purposes of this paragraph, the tasm "Cixims” shall mean gl elaims, losses,
damages, demiasdy, syits, causes of setion, Babflities, fives, peaaltion, expetaey and costy
(ncluding sttormeys’ fees, costs of Iitigation and/or igztion, and olher eosts sssmcliated
therewith). Mﬂunmmwmm,wudmqumummmmm
ageats, employees, @rectors and shareholders against, gnd Shall hold Assignors and their
oftloers, agents, emplogess, directsrs and sharehoiders barmless firom, axy and 2l Clatms
which acrrise ar are asterted op or after the efMective date of (s Asglpniment arfstng aut
of, wmwmemww&.thM,bwhohwmmm
ownership or operstion of the Well, the wel bare of the Well, and any facllitfes,
equipment, pipr or casing, or any laterest ) by the Astignes, [ncluding, but gat
Umited to, aby Claims related ty the following:

m didnduudoblha&mﬁ&%uhuﬂmmdwdagmm arm
and discharge to this Amipuneq(; . pest

ix'{jur')toordmumpemm

an

in Mggeworlmofnnypmvwrmmvrm'mm
induding, bmmhﬂudw,mbsufnamumdfbmnﬂfm.mmnm
B place:

(v  pollufion, contamination or exviroaments) damage, Uabillty or vialstion of
any kind, iclotiag but oot limlted to, thoss relating to the peaesacion,
pelonde, mw,mw“wmam«wmmnm
Mm.mormmwmm«mnwo&c
u.ennmumuorm;
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() the prevence of any NORM contaminated facilities, squipment, pipe or castyg
trcluding, but net imifed o, such Claims a3 may velate to the nsx, veasle,
ranovel, handiing or dlsposa) of any such NORM contnmisated fucilites,
equipraent, pipe or caging.

namamdﬁummmwwmammmmmwnpmam
causs, 404 regardleds of whether any sech Clabms srise in Whale or in part Irom any sst,
omission, neglipence or stiict Uablifty of Asiiguca or fta officers, apents, employees,
dlrectors ar shareholders, or.any other person or antity, whether nposed by ruls of lavr,
statute or reguiation.,

This Amigument s executed and defivered withott warrastivs or reprisestetions of
aay kind, express or implied, fcluding, bt not Umited to, warranties of title ar condition,
AD property cnaveyed or essigiied Mereby by conveyed "AS IS, Assgnea represeats snd
warrants that it hies fmypected thio Well and (s satisfied with the canditicn therrof, “AS 13"

Assigoors make no srarvanties or ropi ésemtattons of any kend with regard to the saitability -

of the Well for we as a disposl well, or regardlag the Jpallty of propriety of uzng (he
Well as a disposal well, or repsirding the keilhood of Amignes obtalning necesury permitd,

Notwithstanding the furepoing Mlscinimers and Ualtetions, Assigniors Iuive cxecated
w9 dallvered this Assignment with full substitution and subrogation of Axdgriee in ad to

all warrantles, represrutativns mid covenigts previously made by others with respect to (he

rights, tities and interesta couveyed beredy,
This Amigmment chall bo effective asof 5~ 3 [ , 19%4.

ENERGY CORFORATION

SUBSURFACE WATER DISPOSAL, INC.
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STATE OF NEW MEXICO )
)
COUNTY OF CHAVES )

Thix instreenent was scknowledged befors ma oo May_Jla , 1994
by Robert C. Armgirong as Preabd dent ':l"dAW'RONG ENERGY C RATION, a
New Mexico ¢orperptien, oo behall of sald corporation,

5 . oe :"‘. P‘.\W\
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,

AT Poblle
v plres:

STATE OF NEW.MEXICO )
o )
COUNTY OF EDDY )
'l'hlstnm-unnntmadummdadbdonmn 3 1994
by THGMAS K. SCROGGIN nd DONNA SCROGGIN, -

S "-'...:\ "
"l..-_QT;\,‘_;- ','"“‘\ ,i, ” '&al!
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