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ABOVE THIS LINE FOR DIVISION USE ONLY

NEW MEXICO OIL CONSERVATION DIVISION
- Engineering Bureau -
1220 South St. Francis Drive, Santa Fe, NM 87505

" ADMINISTRATIVE APPLICATION CHECKLIST

THIS CHECKLIST 1S MANDATORY FOR-ALL ADMINISTRATIVE APPLICATIONS FOR EXCEPTIONS TO DIVISION RULES AND REGULATIONS
WHICH REQUIRE PROCESSING AT THE DIVISION LEVEL IN SANTA FE

Application Acronyms:
" [NSL-Non-Standard Location] [NSP-Non-Standard Proration Unit] [SD-Simultaneous Dedication]
[DHC-Downhole Commingling] [CTB-Lease Commingling] [PLC-PoollLease Commingling]
[PC-Pool Commingling] [OLS - Off-Lease Storage] = [OLM-Off-Lease Measurement]
- [WFX-Waterflood Expansion] [PMX-Pressure Maintenance Expansion]
. [SWD-Salt Water Disposal] [IPl-Injection Pressure Increase]
[EOR-Quallf ed Enhanced Oil Recovery Certification] . [PPR-Positive Production Response]

[A] Locagfon - Spacing Unit - Simultaneous Dedication
NSL. [ ] Nsp [] sD

i TYPE OF APPLICATION - Check Those Which Apply for [A]

Check One Only for [B] or [C]
[B] Commingling - Storage - Measurement
O pbHC [J ctB [] PLC [] PC [] OLS DOLM

IC] Injection - Disposal - Pressure Increase - Enhanced Oil Recovery.
O wex [ emx [ swp [ 1 ] EOR [] PPR

[D] Other: Specify _

[2] ~ NOTIFICATION REQUIRED TO: - Check Those Which Apply, or {1 Does Not-Apply
[A] [ Working, Royalty or Overriding Royalty Interest Owners

'[B] - [ Offset Operators, Leaseholders or Surface Owner
-{€] - [0 Application is One Which Requires Published Legal Notice

[D] ] Notification and/or Concurrent Approval by BLM-or SLO .

U.S. Bureau of Land Management - Commissioner of Public Lands, State Land Office

[E] . [] For all of the above, Proof of Notification or Publication is Attached, and/or,
[F] [] Waivers are Attached
3] SUBMIT ACCURATE AND COMPLETE INFORMATION REQUIRED TO PROCESS THE TYPE
OF APPLICATION INDICATED ABOVE.

approval is accurate and complete to the best of my knowledge. I also understand that no action will be taken on this
application until the required information and notifications are submitted to the Division.

Note: Statement must be completed by an individual with managerial and/or supervisory capacity.

14] CERTIFICATION: I hereby certify that the information submitted with this applicétion for administrative -

Print or Type Name Signature Title Date

e-mail Address
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PATTERS ON PETROLELIM LP

1004 N: Big Spring, Suite 523
‘IMidland, Texas 79701

© lOffice: 432-685-1414

VFax: 432-685-1133

" Date: 2/-/§~04

%c/qf/ {-’/OJQW From: ‘/o:r £ Fz; /

Company: /y )77 0 C O ' Compa_ny: Patterson Eetroieum LP .

Pages: (including cover) 2 /

' |Comments: 4@ f. e’ 112 _A/SL hﬁLgﬁ/ﬁl—/

. ce// JV!OV A-,u-a._. Gu;,r 9@5#041
/[-$00-420 - <z00

If you have any questions; concerns or receive this fax in error please contact: 432-685-1414.
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"‘. PATTERSON PETROLEUM, LP

" 1004 N. Big Spring, Suite 523 » Midland, Texas 79701

Phone: 432-685-1414 » Fax 432-685-1133
November 17, 2004

Mike E. Stogner

Chief Examiner

New Mexico Oil Conservation Division
1220 South St. Frances Dr.,

Santa Fe, New Mexico 87505

Re: Request for Administrative Approval of an Unorthodox Location for the
Patterson Petroleum, LP, Duncan 32 State #1, Located 660’ FEL & 2245’ FNL
of Section 32, T-17-S, R-34-E, Lea County, New Mexico

Dear Mr. Stogner:

Pursuant to our conversation Patterson Petroleum, LP, hereby requests
administrative approval of the captioned. The subject location was derived by
the use of 3-D seismic data and analysis thereof for the Morrow formation;
however other possible productive zones may be encountered up hole at this
location, which will be non-standard for same. BP America Production Company
is our partner in this project and their geo-science department picked this
location and has provided the enclosed map and location summary.

We have formed a 320 acre E/2 pool unit in which to drill the subject well. As

you instructed, I checked with the Hobbs NMOCD office and was informed we

are at a legal location for Atoka and Morrow Formations, which are to be in the

Vaccum Atoka West Gas Pool and Grama Ridge Morrow East Gas Pool,

respectively; however, we will be at a non-standard location for the Wolfcamp

Formation, Corbin East Wolfcamp Pool, and the Abo Formation, Abo North

Vaccum Pool. Per my conversation with the Hobbs NMOCD office an Abo well in

said pool is to be located within 200 feet of the center of its 40 acre unit; and a N
Wolfcamp well is to be no closer than 660 feet from the outside lines of its 80 %\/ q / 7 /7/
acre unit.

The subject well is to be located on State Lease B-143-5, which covers the NE/4
of Section 32-17-34, and is being Communitized with State Lease E-1448-2 to
form the 320 acre E/2 Unit. Lease B-143-5 is owned by Burgundy Oil & Gas of
NM, Inc., which has entered into a term assignment with BP America
Production Company for all rights below the base of the San Andres. Lease E-
1448-2 is owned by BP America Production Company. BP, Patterson and
ConocoPhillips have entered into an Operatmg Agreement covering .the E/2 of
Section 32-17-34 as to all rights below the base of the San Andres, with
Patterson as the Operator; thereby making the E/2 Unit common ownership
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between Patterson, ConocoPhillips and BP, as to all rights below the San Andres
Formation.

Alsgo enclosed for your review with this letter are copies of our C-101, C-102, and
€-103, which were recently filed with the Hobbs NMOCD office.

T " T
——

Please let me know your decision concerinﬁ?thls request. Should you have &
questions or need further infc d’e'/(m{lo not hesitate to call, my toll free numbe:
/

is 1-800-470-4200. My email a ss is fitzgeraldj@patenergy.com.

Sincerely,

~ Joe Fitzgerald
Land Manager
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Duncan 32 #1 Location

e 660 FEL & 2245 FNL Section 32 T17s R34E
— 660 FEL & 1980 FNL already a well location

— Must overlap both targets to reduce risk
» Regional sand trends lead us south

_ Possible uphole bailouts in the Abo and
Wolfcamp
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Duncan 32 Location
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. 1625 N. French Dr., Hobbs, NM 83240

Digtrict Il

1301 W. Grand Avenue, Artesia, NM 88210

Distriet [l
1000 Rio Brazos Road, Aztec, NM 87410

District IV

PATTERSON PETROLEUM,

INC

State of New Mexico

Qil Conservation Division

Energy Minerals and Natural Resources

1220 South St. Francis Dr.
Santa Fe, NM 87505

1220 S. St. Francis Dr., Santa Fe, NM 87505

dooe

Form C-101
May 27, 2004

Submit to appropriate District Office

] AMENDED REPORT

APPLICATION FOR PERMIT TO DRILL, RE-ENTER, DEEPEN, PLUGBACK, OR ADD A ZONE

T "Name and Address ZOGRID Number
PA' N PETROLEUM LP 141928
, P.0. DRAWER 1416 AP Number
. SNYDER, TX 79550 30 -
] Property Code -2 Ni TWETN .
DUNCMWST% COM (i
34¥3%3 '
* Proposed Pool 1 10 Proposed Pool 2
VACUUM; MORROW VACUUM; ATOKA, WEST
_ 7 Surface Location
ULociotno, | Sec3tion [ Township Range Lot fdn Festfomthe | NortlvSouth line Feet from the East/West linc County
H 178 348 245 NORTH . 660 EAST LBA
§ Proposed Bottom Hole Location If Different From Surface ‘
ULorfotno. | Section | Township Range Lotidn Fectfromthe | NoritVSouth line Feet from the- East/West lin County
Additional Well Information
Y Work Type Code 2 Well Type Code 1 Cable/Rotary ¥ Lease Type Code ¥* Ground Level Elevation
N G ROTARY , s 4068
" Multiple 7 Proposed Depth- W Formation # Contractor T Spod Datc
NO 13,800 MORROW PATTERSON-UTI DRLG CO 1212004
Depth to Groundwater 140 Distance from nearest fresh water wetll 4000 Distance from nearest surface water  NONE
Bit  Liner: Synthetic [X] _12_mils thick Clay Pit Volume: 15,000 bbls Drilling Method:
Closed-Loop System. [} F Bri Di Gaw/Air
2! Proposed Casing and Cement Program
Hole Size Casing Size Casing weight/foot Setting Depth Sacks of Cement Estimated TOC
17-1/27 13-3/R” 484# 400’ 300 SITREFACE
12-1/4” 9.5/8” 404 48,@0’ 1750 SIIREACE
R-3/4 S=102> 17# 13 R00* 1000 ROQQ’

Drilling fluid synopsis attached.
BOP: Series 900, 50004 WP — See figure 25 attached.
Additional casing & cementing information attached.

2 Describe the proposed program. If this application is to DEEPEN or PLUG BACK, give the data on the present prodtwﬁi;e zone and proposed new productive zone.
Describe the blowout prevention program, if any. Use additional sheets if necessary.

B T hereby certify that the information given above is true and complete to the best ER VIS

of my knowledge and belief. I further certify that the driling pit will be OIL CONSERVATION D ION
constracted according to NMOCD guldelines [R, a general permit [ ], or Approved by: :

an (attached) alternative OCD-approved plan .

Printed name: NOLAN VON ROEDER e, Title: :

Title: ENGINEER Approval Date: l Expiration. Date:

E-mail Address: vonroedern@patencrgy.com

Date: 10/28/04 Phone: 325/573-1938 Conditions of Approval Attached |
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DISTRICT I

1628 N. FEENCH DR.. BOBBY, MM 88240

State of New Mexico .
Energy, Minerals and Natura) Besowrcea Department

Revised JUNE 10, 2003

DISTRICT I . OIL CONSERVATION DIVISION  submit to appropriste District 0ffice
150 T co e pl o= 1220 SOUTH ST. FRANCIS DR. Siate fewse - 4 Coptes
DISTRICT. IIT . Santa Fe, New Mexico 87505
1000 Rio Brazos Rd.. Azteo, NK 87410 ’
D
D TR LY o sws m s wes  WELL LOCATION AND ACREAGE DEDICATION PLAT O AMENDED REPORT
API Number ‘ Pool Code Pool Name
g68 40
Property Code Property Name Well Number
34383 DUNCAN ”32” STATE COM 1
OGRID No. Operator Name Elevation
PATTERSON PETROLEUM, L.P. 4068’

Surface Location

UL or lot No. Section Township

H 32 17-S

Ramge | Lot tdn | Fect fram the | North/South line | Foct from the | Best/West line | County
34-E | 2245 NORTH 660 EAST LEA

Bottom Hole Location If Different From Swurface

UL or lot No. Section - | Township

Range Lot Idn Feet from the | North/South line FPoet from the Bast/West line County

Dedicated Acres | Joint or Infill | Comsolidation Code Order No.

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED
OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

GEODETIC COIORDINATES ! OPERATOR CERTIFICATION

LAT.=32"4732.06" N
LONG.=10334'32.81" w

B e R ==

) . . . oo R )
- b — — | sl A0,
: Professional Symveyor i,

NAD 27 NME 1 hereby corify the the fa

conlained herein is frue and complele ta the
best of my knowledge and betief

=652761.5 N I
X=732798.7 £ |

:'gz;; Lot

. =20 -OF
O=—660'—=] | Date

—_— — ——

I hereby certify that the well location shown:
on this plat was plotied from field notes of
ovtual swueys mode by we or under my
supervisen, and that the mme i3 true ond
correct fo the best of my bulief

NOVEMBER 3, 2004
Date Swrdiled ) T, JR

| SURVEYOR CERTIFICATION

- 5 “Jf
04T 13585

TIE

F3F | ol
AR YA
) Rk
9'- " O>_.
[OR
RS
>
]
.
N
hYd
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PATTERSON PETROLEUM, INC

.008 )

SECTION 32, TOWNSHIP 17 SOUTH, RANGE 34 EAST, N.M.P.M.,

LEA COUNTY,

NEW MEXICO
600°
o
BURGANDY O & G
[~ ~— SOUTH VACUUM UNIT #10
———
— — — —
—— ——
- T —150° NORTH
T~ — __ OFFSET — __
4068.9" ___LEF Cp o~
R T
22 |
bS] OFFSET O © O OFFSET S
4069.3 ELEV. 4068.5' 4067.8
LAT.=32°47°32.06" N
LONG.=103°34'35.81" W
n}
150" SOUTH
OFFSET
4069.6°
600°
DIRECTIONS TO LOCATION
FROM THE INTERSECTION OF LEA CO. RD. #125 100 0 100 200 Feet
(QUERECHO RD.) AND LEA CO. RD. #51 (TEXAS ————m 1
CAMP RD.) GO EAST ON CO. RD. f#51 FOR Scole:1 =100’
APPROX. 1.1 MILES. PROPOSED LOCATION IS
APPROX. 150" SOUTH. PATTERSON PETROLEUM, LP.
DUNCAN “32° STATE COM #1 WELL
LOCATED 2245 FEET FROM THE NORTH LINE
AND 660 FEET FROM THE EAST LINE OF SECTION JZ2,
TOWNSHIP 17 SOUTH, RANGE 34 EAST, N.M.FP.M.,
LEA COUNTY, NEW MEXICO.
Survey Date: 11/3/04 [Sheet 1 of 1 Sheets
W.0. Number: 04.11.1358 10r By: J.R. VRev 1:N/A
Date: 11/9/04 |oisk: cofro | 04171358 YScate:1™=100"
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SEC._32 TWP.17-S RGE._34-E

SURVEY, N.M.P.M.

COUNTY. LEA

DESCRIPTION 2245 FNL & 660" FEL

ELEVATION 4068’
PATTERSON

OPERATOR PETROLEUM, L.P.
LEASE__DUNCAN 32" STATE COM
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LOCATION VERIFICATION MAP

PATTERSON PETROLEUM, INC
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SCALE: 17 = 2000’

SEC. 32 _TWP._17-S RGE. 34—E

SURVEY. N.M.P.M.

COUNTY. LEA

DESCRIPTION 2245" FNL & 660’ FEL

ELEVATION 4068’
PATTERSON

OPERATOR PETROLEUM, L.P.

LEASE___DUNCAN "32" STATE _COM

U.S5.G.S. TOPOGRAPHIC MAP
BUCKEYE, N.M.

CONTOUR INTERVAL:
BUCKEYE, N.M. — 5’




11/18/2004 15:04 FAX 4326851133 PATTERSON PETROLEUM, INC

——————— A LIMITED PARTNERSHIP
P.O. Box 1416, Snyder, TX 79550

4510 Lamesa Hwy., Snyder, TX 79549
Phone: 325-573-1938 * Fax 325-573-1939

AW\ PATTERSON PETROLEUM v»
A 4

DRILLING FLUID SYNOPSIS
PATTERSON PETROLEUM LP

Ouncan "32" State Com No. 1

Section 32
T-17-S
R-34-E
Lea County, New Mexico

CASING
13 3/8" at 400'
95/8" at 4800
5%" at 13,800

do11

DEPTH MUDWT. VISCOSITY FLUIDLOSS DRILL SOLIDS COMMENTS

0' - 400 8.41089.0 28 to 40 No Control 5%

400'-4800' 8.4 to10.3 2810 33 No Control 1%

4800- 12,9000 84t09.2 2810 30 No Control 1%
12,900 - 13,800' 10to 10.5 36 to 46 10 cc or less <5%

Spud mud & paper
Brine water, paper,caustic
Cut-brine, paper & caustic

Xanthan gum, starch, pac,
& caustic
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PATTERSON PETROLEUM, INC

PATTERSON PETROLEUM LP
PROPOSED CASING & CEMENTING PROGRAM

DUNCAN "32" STATE COM WELL NO. 1

13 3/8", 48 Ib/ft, H-40 Surface Casing Set at 400 - in a 17 1/2" Hole

Circutate to surface with 500 sacks of Class "C" + 2% CaCl2 + % Ib/sk celioflake

Slurry Weight: 14.8 ppg

Slurry Yieid: 1.32 cu.ft/sk
Water Requirement: . - 63galssk

9 5/8%, 40 Ib/ft, J-55 & N-80 intermediate Casing Set at 4800’ - in a 12%" Hole

Lead : - 1500 sx of 35:65 Poz Class "C" + 5% salt + 6% gel + 1/4 lb/sk celloflake

+ 2/10 % antifoamer

Desired TOC = Surface
Slurry Weight: 12.4 ppg
Slurry Yield: 2.15 cu.fsk
Water Requirement: 11.99 galisk

Tail: 250 sx of Class "C" Neat

Slurry Weight: 14.8 ppy
Slurry Yield: 1.32 cu.ft/sk
Water Requirement: 6.31 gal/sk

5%" , 17 Ib/ft, N-80 & P110 Production String Casing Set at 13,800' - in an 8 3/4" Hole

Lead: 700 sx of Halliburton Light H + 5% salt + 3/10% HR-7 retarder

Desired TOC = 8000'

Slurry Weight: 12.7 ppy
Slurry Yield: 1.95 cu.firsk
Water Requirement; 10.48 gal/sk

Tail: 300 sx of Halliburton Super H w/ 0.5% Lap-1+ 0.4% dispersant +
0.25% antifoamer and 0.25% retarder

Slurry Weight: 13.2 ppg
Slurry Yield: 1.60 cu.fi/sk
Water Requirement: 8.21 galfsk

do13
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"‘ PAT;FERSON PETROLEUM, LP

1004 N. Big Spring, Suite 523 + Midland, Texas 79701
QP rbose: 432:685-1414 - Fax 432-685-1133

October 27, 2004

Jeff Albers

Office of the Commissioner of Public Lands
New Mexico State Lands Office

P.O. Box 1148

Santa Fe, New Mexico 87504-1148

Re: Request for Approval of Communitization Agreement for the in the E/2 of Section
32, T-17-S, R-34-E, Lea County, New Mexico (Duncan 32 State #1 Well)

Dear Mr. Albers:

Patterson Petroleum, LP, et al, hereby requests approval of the captioned. Submitted -
herewith is the original signed and notarized Communitization Agreement, one copy of
same and our check in the amount of $30.00. Upon your review, please let me know your
decision concerning this matter. Should you have any questions or need further
information do not hesitate to call, my toll free phone number is 1-800-470-4200.

Sincerely, » -
Joe Fitzgerald
Land Manager
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STATE/STATE
OR
STATE/FEE
REV._2/92
COMMUNITIZATION AGREEMENT _

STATE OF NEW MEXICO)

. KNOW ALL MEN BY THESE PRESENTS:
COUNTY OF LEA) :

THAT THIS AGREEMENT* is entered into as of the 11 day of October, 2004, by and
between tha parties subscribing, ratifying or consenting hereto, such parties hereinafter .
being referred to as "Parties hereto":

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is authorized
by the Legisiature, as set forth in Sec. 19-10-53, New Mexico Statutes, Annotated, 1978,
in the interest of conservation of oil & gas and the prevention of waste to consent to and
approve the development or operation of State lands under agreements made by lessees
of oil & gas leases thereon, jointly or severally with other oll & gas lessees of State Lands,
or ol and gas lessees or mineral owners of privately owned or fee lands, for the purpose
of pooling or communitizing such lands to form a proration unit or portion thereof, or
well-spacing unit, pursuant to any order, rule or regulation of the New Mexico Oif
Conservation Division of the New Mexico Energy, Minerals and Natural Resources
Department where such agreement provides for the allocation of the production of oil or
gas from such pools or communitized area on an acreage or other basis found by the
Commissioner to be fair and equitable.

WHEREAS, the parties hereto, own working, royally, or other leasehold interests or
operating rights under the oil and gas leases and lands subject to this agreement, which
leases are more particularly described in the schedule attached hereto, marked Exhibit
“A" and rmade a part hereof, for all purposes; and

WHERERAS, said leases, insofar as they cover the Pennsylvanian formation (hereinafter
referred to as "said formation”) in and under the land hereinafter described cannot be

independently developed and operated in conformily with the well spacing program
established for such formation in and under said Jands; and

WHEREAS, the parties hereto desire ta communitize and pool their respective interests
In said leases subject to this agreement for the purpaose of developing, operating and
producing hydrocarbons in the said formation in and under the land hereinafter
described subject to the terms hereof.

NOW THEREFORE, in consideration of the premises and the mutual advantages to the
parties hereto, it is mutually covenanted and agreeq by and between the undem@ned as
follows:

4

*This agreement not to be used for helium or.carbon dioxide
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1. The lands covered by this agreement (hereinafier referred to as the
“communitized area”) are described as follows: _

Township__17 South__ Range_ 34 East N.M.P. M.

Section___ 32:E/2
LEA _County, New Mexico,

containing __320___ acres, more or less. It is the judgment of the parties hereto that the
communitization, pooling and consolidation of the aforesaid land into a single unit for the
development and production of hydrocarbons from the said formation in and under said
land Is necessary and advisable in order to properly develop and produce the
hydrocarbons in the said formation beneath the said /and in accordance with the well
spacing rules of the Ol Conservation Division of the New Mexico Energy, Minerals and
Natural Resources Department, and in order to promote the conservation of the
hydrocarbons in and that may be produced from sald formation in and under sald lands,
and would be in the public interest; '

AND, for the purposes aforesaid, the parties hereto do hereby communitize for proration
or spacing purposes only the leases described in Exhibit "A” hereto insofar as they cover
hydrocarbans within and that may be produced from the said formation (hereinafter
referred to as “"Communitized Substances”) beneath the above-described land, into a

. $ingle communitization, for the development, production, operation and conservation of
the hydrocarbons in said formation beneath said lands.

Attached hereto and macde a part of this agreement for all purposes, Is Exhibit "A”
showing the acreags, and ownership (Lessees of Record) of all leases within the
communitized area. . :

2 The communitized area shall be developed and operated as an entirely
with the understanding and agreement between the parties hereto that all
communitizad substances produced therefrom shall ba allocated among
the leases dascribed in Exhibit "A" hereto in the proportion that the number
of surface acres covered by each of such lpases and included within the
communitized area bears to the total number of acres contained in the
communitized area. , ' @

3 Subject to Paragraph 4, the royalties payable on communitized substances
allocated to the individual leases and the rentals provided for in said leases
shall be detaermined and paid in the manner and on the basis prescribed in
each of said leases. Except as provided for under the terms and provisions
of the leases described in Exhibit "A" hereto or as herein provided to the
contrary, the payment of rentals under the terms of sald leases shall not.be
affectad by this agreement; and except as herein modified and changed or

*This agreement not to be used fozr helium or carbon dioxide
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heretofore amended, the oil and gas leases subject to this agreement shall
: remain in full force and effect as originally Issued and amended. -

4. The State of New Mexico hereafier is entitled to the right to take in kind its
share for the communitized substances allocated to such tract, and
QOperator shall make deliveries of such royally share taken in kind in
conformily with applicable contracts, laws, and regulations.

S There shall be no obligation upon the parties hereto to offset any well or
wells situated on the tracts of Jand comprising the communitized area, nor
shall the Operator be required to measure separately the communitized .
substances by reason of the diverse ownership of the separate tracts of
land comprising the said communitized area; provided, however, that the
parties hereto shéall not be released from their obligation to protect the
communitized area from drainage of communitized substances by wells
which may be drifled within offset distance (as that term is defined) of the
communitized area.

6. 1713 commencement, compfetion, and continued operation or production of
a well or wells for communitized substances on the communitized area
shall be considered as the commencement, completion, continued
operation or production as to each of the leases described in Exhibit "A”
hereto.

7. 77:3 production of commumitized substances and disposal thereof shall be
in conformily with the allocations, allotments, and quotas made or fixed by
any duly authorized person or regulatory body under applicable Federal or
State laws, This agreement shall be subject to all applicable Federal and
State /aws, execulive orders, rules and regulations affecting the
performance of the provisions hereof, and no parly hereto shall suffer a
forfeiture or be liable in damages for failure to comply with any of the
provisions of this agreement if compliance /s prevented by or if such fallure
results from compliance with any such laws, orders, rules and regulations.

8 Patlerson Petroleum LP._ shall be the Operator of said communitized area
and all matters of operation shall be determined and performed by

Patterson Petroleum LP.

9. This agreement shall be effective as of the date hereinabove written upon
execution by the necessary parties, notwithstanding the date of execution,
and upon approval by the Commissioner of Public Lands, shall remain in full
force and effect for a period of one year from the date hereof and as long
thereafter as communitized substances are produced from the
communitized area in paying quantities; provided, that this agreement shall
not expire if there is a well capable of producing gas in paying quantities
located upon some part of the cogununitized area, if such a well is shut-in
due to the inability of the operator to obtain a plpelme connection or to

*This agreement not to be used fo3r helium or carbon dioxide
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11.

12.

73.

do1s

market the gas therefrom, and if either: (a) a shut-in royally has been timely
and properly paid pursuant to the provisions of one of the State of New
Mexico ol and gas leases covering lands subject to this agreement so as to
prevent the expiration of such lease; or (b) each of the State of New Mexico
oll and gas leases covering lands subject to this agreement is in its primary
term (if a five-year lease), or in its primary or secondary term (if a ten-year
lease), or is held by production from another well. Provided further,
however, that prior to production In paying quantities from the
communitized area, and upon fulfiiment of all requirements of the
Commissioner of Public Lands with respect lo any dry hole or abandoned
well drilled upon the communitized area, this Agreement may be
terminated at any time by mutus/ agreement of the parties hereto. This
agreement shall not terminate upon cessation of production of
communitized substances Iif, within sixty (60) days thereafier, reworking or
drilling operations on the communitized area are commeanced and are
thereafter conducted with reasonable diligence. As to lands owned by the
State of New Mexico, written notice of intention to commence such
operations shall be filed with the Commissioner within thirty (30) days after
the cessation of such production, and a report of the status of such
operations shall be made by the Operator to the Commissioner every thirly
(30) days, and the cessation of such operations for more than twenty (20)
consecutive days shall be considered as an abandonment of such
operations as to any lease from the State of New Maxico included in this
agreement.

Operator will furnish the Ojl Conservation Division of the New Mexico
Energy, Minerals and Natural Resources Department, and the
Commissioner of Public Lands of the State of New Mexico, with any and all
reports, statements, rotices and well logs and records which may be
requiired under the laws and regulations of the State of New Mexico.

It Is agreed between the parties hereto that the Commissioner of Public
Lands, or his duly authorized representatives, shall have the right of
supervision over all operations under the communitized area to the same
extent and degree as provided in the oil and gas leases described in Exhibit
"A” hereto and in the applicable o/l and gas regulations of the State of New
Mexico. '

If any order of the Oil Conservation Division of the New Mexico Energy
Minerals and Natural Resources Department, upon which this agreement is
predicated or based is in anyway changed or modified, then in such event .
sald agreement is likewise modified to conform ﬂvereta.

This agreement may be executed in any number of counterparts, no one of
which needs to be executed by all parties, or may be ratified or consented
to by separate instruments, in writing, specifically referring hereto, and

*This agreement not to be used fgf heljum or carbon dioxide
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" shall be binding upon all parties who have executed such a counterpart,
ratification or consent hereto with the same force and effect as if all parties
had signed the same document.

14.  This agreement shall be binding upon the parties hereto and shall extend to
and be binding upon their respective heirs, executors, administrators,

successors and assigns.
IN WITNESS WHEREOF, the parties hereto have executed this agreement as of the day
and year ﬂr_st above written.
OPERATOR: B, SO\ OLEUM LP
BY:
doe FitzgeraldAttorney In Fact
LESSEES OF RECORD:
Burgundy Oil & Gas of NM INC.
BY: IO

*This agreement not to be used fog: helium or carbon dioxide
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STATE OF TEXAS )
COUNTY OF MIDLAND )

The foregaing instrument was acknowledged before me this 11" day of October, 2004

QbieE:EnqmwaktasAﬂbnuw%nictonbehfig??ﬂhﬂsanﬁbﬂmﬁﬂﬂnLFL
s [2007 ben & -Crtoctr
My Commission Expires Notary Public

My

"¢'~mﬂﬁuxi%2“' _
by’ § c, of Te
Y Comnission&ol::‘

STATE OF TEXAS )
COUNTY OF MIDLAND )

The foregoing instmmef:étﬁs% edbefﬁamethw& day ot C0F0 o,

Bu QZVCMNQGESAMIﬂMC on behalfof
roun .
C--3008 E@Mba%ﬂmw
" J > , NotaryPublic

NOTARY PUBUG
&Y<, State of Texas
</ Comm. Exp. 06-01-2008

STATE OF TEXAS ™3

COUNTY OF HARRIS .

ﬂreforegainglnstm Wawledg ed before me thisPs _ dayof%-ueu. ,

2004, by asAﬂbnmyﬁnFbctantwhm#of&ﬁh&maﬂha
czwuunu '

My Notary Public %h\

Notary Public, State of Texas §
N N CommisslonExpmos-za.oa 3

*Thls agreement not to be used foGr: helium or carbon dioxide
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EXHIBIT A"

Attached to and made a part of that Communitization Agreement dated Qctober 11, 2004
by and between Patterson Petroleum LFP, as Operator; and Burgundy Oll & Gas of N
Inc., and BP America Production Company, as Lessee’s of Record, covering the E/2 of
Section 32 ,Township 17 South ,Range 34 East, Lea County, New Mexico.

Operator of Communitized Area: Patterson Petroleum LP
Dascﬂption of Leases Commiitted:
~ TractNo. 1
Lessor: ' State of New Mexico acting by and through its
: Commissioner of Public Lands
Lessee of Record: : Burgundy Oll & Gas of NM Inc.
Serial No. of Lease: B-143-§
Date of Lease: August 14, 1931
Description of Lands
No. of Acres: 160 acres more or less
Tract No. 2
Lessor: State of New Mexico acting by and through its
: Commissioner of Public Lands
Lessee of Record: BP America Production Company
Serial No. of Lease: E-1448-2
Date of Lease: " August 11, 1947
Description of Lands A '
No. of Acres: 1680 acres more or less
RECAPITULATION
TRACT NO. NO. OF ACRES PERCENTAGE OF INTEREST
COMMITTED IN COMMUNITIZED AREA
Lease No. 1 160 50%
Lease No. 2 160 50%
320 100%

*This agreement not to be used fo7r helium or carbon dioxide



"‘ PATTERSON PETROLEUM, LP
1004 N. Big Spring, Suite 523 * Midland, Texas 79701 e TV
' Phone: 432-685-1414 « Fax 432-685-1133 PR LY ED
November 17, 2004 '

IS 210

. ) LbDﬂr
Mike E. Stogner

Chief Examiner Ol CL T RVATION
New Mexico Oil Conservation Division LW ISTON

1220 South St. Frances Dr.
Santa Fe, New Mexico 87505

Re: Request for Administrative Approval of an Unorthodox Location for the
Patterson Petroleum, LP, Duncan 32 State #1, Located 660’ FEL & 2245 FNL
of Section 32, T-17-S, R-34-E, Lea County, New Mexico

Dear Mr. Stogner:

Pursuant to our conversation Patterson Petroleum, LP, hereby requests
administrative approval of the captioned. The subject location was derived by
the use of 3-D seismic data and analysis thereof for the Morrow formation;
however other possible productive zones may be encountered up hole at this
location, which will be non-standard for same. BP America Production Company
is our partner in this project and their geo-science department picked this
location and has provided the enclosed map and location summary.

We have formed a 320 acre E/2 pool unit in which to drill the subject well. As
you instructed, I checked with the Hobbs NMOCD office and was informed we
are at a legal location for Atoka and Morrow Formations, which are to be in the
Vaccum Atoka West Gas Pool and Grama Ridge Morrow East Gas Pool,
respectively; however, we will be at a non-standard location for the Wolfcamp
Formation, Corbin East Wolfcamp Pool, and the Abo Formation, Abo North
Vaccum Pool. Per my conversation with the Hobbs NMOCD office an Abo well in
said pool is to be located within 200 feet of the center of its 40 acre unit; and a
Wolfcamp well is to be no closer than 660 feet from the outside lines of its 80
acre unit.

The subject well is to be located on State Lease B-143-5, which covers the NE/4
of Section 32-17-34, and is being Communitized with State Lease E-1448-2 to
form the 320 acre E/2 Unit. Lease B-143-5 is owned by Burgundy Oil & Gas of
NM, Inc., which has entered into a term assignment with BP America
Production Company for all rights below the base of the San Andres. Lease E-
1448-2 is owned by BP America Production Company. BP, Patterson and
ConocoPhillips have entered into an Operating Agreement covering the E/2 of
Section 32-17-34 as to all rights below the base of the San Andres, with
Patterson as the Operator; thereby making the E/2 Unit common ownership



between Patterson, ConocoPhillips and BP, as to all rights below the San Andres
Formation.

Also enclosed for your review with this letter are copies of our C-101, C-102, and
C-103, which were recently filed with the Hobbs NMOCD office.

Please let me know your decision concerning this request. Should you have any
questions or need further information do not hesitate to call, my toll free number
is 1-800-470-4200. My email address is fitzgeraldj@patenergy.com.

Sincerely,

s

Joe Fitzgerald
Land Manager



Duncan 32 #1 Location

660 FEL & 2245 FNL Section 32 T17s R34E
— 660 FEL & 1980 FNL already a well location

— Must overlap both targets to reduce risk
e Regional sand trends lead us south

— Possible uphole bailouts in the Abo and
Wolfcamp



Duncan 32 Location
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- DistrictL State of New Mexico 101
. 1625 N. French Dr., Hobbs, NM 88240 Form C-10

District II Energy Minerals and Natural Resources May 27, 2004
1301 W. Grand Avenue, Artesia, NM 88210 . . L
e ' ’ . . e tt te District Offi
District Ill Oil Conservation Division Submit to appropriate District Office
1000 Rio Brazos Road, Aztec, NM 87410 .
District IV 1220 South St. FraHCIS Dr. D AMENDED REPORT
1220 S. St. Francis Dr., Santa Fe, NM 87505 Santa Fe, NM 87505
APPLICATION FOR PERMIT TO DRILL, RE-ENTER, DEEPEN, PLUGBACK, OR ADD A ZONE
' Operator Name and Address “ OGRID Number
PATTERSON PETROLEUM LP 141928
P.O. DRAWER 1416 > API Number
SNYDER, TX 79550 30 -
* Pro Code ° Property Name > Well No.
3 L/pe gy % 3 DUNCAN ‘%2" STATE COM 1
? Proposed Pool | 1 Proposed Pool 2
VACUUM; MORROW VACUUM; ATOKA, WEST

7 Surface Location

UL or lot no. Sec3tion | Township Range Lot Idn Feet from the North/South line Feet from the East/West line County
H 32 17-S 34-E 2245 NORTH 660 EAST LEA

® Proposed Bottom Hole Location If Different From Surface

UL or lot no. Section Township Range Lot Idn Feet from the North/South line Feet from the East/West line County

Additional Well Information

'* Work Type Code 12 Well Type Code 13 Cable/Rotary 14 Lease Type Code 15 Ground Level Elevation
N G ROTARY S 4068’
16 Multiple ' Proposed Depth- ' Formation 1% Contractor 2 Spud Date
NO 13,800 MORROW PATTERSON-UTI DRLG CO 12/20/04
Depth to Groundwater 140° Distance from nearest fresh water well 4000’ Distance from nearest surface water NONE
Pit.  Liner: Synthetic [X] _12_ milsthick Clay [] Pit Volume: 15,000 bbls Drilling Method:
Closed-Loop System [ ] Fresh Water [X] Brine [® Diesel/Oil-based [] Gag/Air [
21 :
Proposed Casing and Cement Program

Hole Size Casing Size Casing weight/foot Setting Depth Sacks of Cement Estimated TOC

17-1/27 _13-3/8” 4R# 400° 500 SURFACE

12-1/4” Q-5/R” 404 4R00° 1750 SURFACE

R-3/4” 5=1/27 17# 13 R0Q° 1000 K000

% Describe the proposed program. If this application is to DEEPEN or PLUG BACK, give the data on the present productive zone and proposed new productive zone.
Describe the blowout prevention program, if any. Use additional sheets if necessary.

Drilling fluid synopsis attached.
BOP: Series 900, 5000# WP — See figure 25 attached.
Additional casing & cementing information attached.

B [ hereby certify that the information given above is true and complete to the best

of my knowledge and belief. I further certify that the drilling pit will be OIL CONSERVATION DIVISION

constructed according to NMOCD guidelines @, a general permit 3, or Approved by:
an (attached) alternative OCD-approved plan O.

2. e 4
Printed name: NOLAN VON ROEDER 22 _____M Title:

Title: ENGINEER

Approval Date: ’ Expiration Date:

E-mail Address: vonroedem@patenergy.com

Date: 10/28/04 Phone: 325/573-1938 Conditions of Approval Attached []




DISTRICT 1

1625 M. FRENCH DR.. HOBHS, NM 88240

DISTRICT II

1301 W. GRAND AVENUE. ARTESIA, NM 88210

DISTRICT. III

1000 Rio Brazos Rd., Aztec, NM 87410

DISTRICT IV

1220 S. ST. FRANCIS DR., SANTA FE. NM 87505

OIL

State of New Mexico

Energy, Minerals and Natural Resources Department

Form C—102
Revised JUNE 10, 2003

CONSERVATION DIVISION Submit to Appropriate District Office

1220 SOUTH ST. FRANCIS DR.
Santa Fe, New Mexico 87505

WELL LOCATION AND ACREAGE DEDICATION PLAT

State Lease — 4 Copies
Fee Lease — 3 Copies

00 AMENDED REPORT

API Number

68 40

Pool Code Pool Name

Property Code Property Name Well Number
3436 3 DUNCAN ”32” STATE COM 1
OGRID No. Operator Name Elevation
PATTERSON PETROLEUM, L.P. 4068’

Surface Location

UL or lot Ne. Section Township Range Lot Idn Feet from the North/South line Feet from the East/West line County
H 32 17-S| 34—-E 2245 NORTH 660 EAST LEA
Bottom Hole Location If Different From Surface
UL or lot No. Section Township Range Lot ldn Feet from the North/South line Feet from the East/West line County
Dedicated Acres Joint or Infill Consolidation Code Order No.

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED
OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

—_— e —— —]

|
GEODETIC COORDINATES
NAD 27 NME

Y=652761.5 N
X=732798.7 E

LAT.=32°47'32.06" N
LONG.=103°34'32.81" W

22458’

l OPERATOR CERTIFICATION

I hereby certify the the information
coniained herein is true and complete to the
best of my knowledge and belief.

LA

Slgn‘{ure

\bo.,//'?/c?elfq G/

Title

%Z;, T ik

/SO -OK

O=—660"—» Date

| SURVEYOR CERTIFICATION

1 hereby certify that the well location shown
on this plat was plotted from field notes of
actual surveys made by me or wunder my
supervison, and that the same is f{rue and
correct to the bdest of my bdelief

I NOVEMBER 3, 2004




SECTION 32, TOWNSHIP 17 SOUTH, RANGE 34 EAST, N.M.P.M.,

LEA COUNTY, NEW MEXICO
600’
o
BURGANDY O & G
— SOUTH VACUUM UNIT #10
\
— ——
— —_— —— —_—
— T —150" NORTH
— OFFSET  —
4068.9" __LEA ¢p o —
— "L CO pp _
AL CY) —_
1 = ( TExas —_—
Mt )
T —
S 150" WEST DUNCAN "327 STATE COM #1 150" EAST .
3 OFFSET O O O OFFSET S
4069.3 FLEV. 4068.5" 4067.8
LAT.=32°47°32.06” N
LONG.=103°34°35.81" W
0
150" SOUTH
OFFSET
4069.6'
600’
DIRECTIONS TO LOCATION
FROM THE INTERSECTION OF LEA CO. RD. #125 100 0 100 200 Feet
(QUERECHO RD.) AND LEA CO. RD. #51 (TEXAS O s i
CAMP RD.) GO EAST ON CO. RD. #51 FOR Scale:1"=100’
APPROX. 1.1 MILES. PROPOSED LOCATION IS
APFROX. 150" SOUTH. PATTERSON PETROLEUM, L.P.
DUNCAN "32" STATE COM #1 WELL
LOCATED 2245 FEET FROM THE NORTH LINE
AND 660 FEET FROM THE EAST LINE OF SECTION 32,
; TOWNSHIP 17 SOUTH, RANGE 34 EAST, N.M.P.M,
P s JCRVICES } LEA COUNTY, NEW MEXICO.
!
JOHN, mﬁ%m COMPANY ] Survey Date: 11/3/04 TSheet 7 of 1 Sheels
muagfo i W.O0. Number: 04.11.1358 | Dr By: J.R. |Rev 1:N/A
_ momsr Date: 11,/9/04 |Disk: cof1o | 04111358  |Scate:1"=100"
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v/
=

ot

. o
= ko . / . (? ! g
[« 4] =1
) h .
22 24 19 20 21 22 23 24 QI S :,}, 20 21
23 () r/q\
|
S5 a0
=
o o 26 as 251 a0 29 28 27 26 s 29 28
Z[ >
D )
&
34 as 3 2 32 3 34 s 36 . 32 2
] 4
3 2 1 6 5 4 3 2 1 6

NORTH

o S wais
g ; 13 v |0
15 14 13 ol 1. 17 16 15 14 ] "8 . 17 16
. wckeal RO | 2 il
L1es
23 < 0@0
ez S| es NG 20 029 a 22 23 24 19 20 a1
Sy &
[ VNG
o N) N
S SS 30
L 27 26 / \ . v 27 26 a5 By 29 28
\\/ = 30 ) I;UCKEYE ISKE (Y
3 S0
e~ TEXA 34
34 3s 26 @ " :L\\SIS e 35 g 3 n 32 33 3
) rd#\ 3 \ 33 4,1”0 %
X %Q 6
NG . ) [ buncan "327 sTaTE com g1 = . / o s .
\J\{ i . s 4 3 (\1‘0 .
o & / & wing
1 & R
16 e 817, 8 9 10 u e g 5 9
@ oz

a
16 15
s " 3\ 18 17 " - 19 17\ ©
1 \

/

N N\

SCALE: 1" = 2 MILES

SEC._32 TWP.17-S RGE. 34—F

SURVEY. N.M.P.M.

COUNTY LEA — e _
’ : i SINCE 1948

DESCRIPTION 2245" FNL & 660’ FEL ‘, )\ JOHN WEST SUJ

ELEVATION 4068’ 412'1%,_“%
PATTERSON “w'mm”

OPERATOR PETROLEUM, L.P.
LEASE___DUNCAN_"32" STATE _COM




LOCATION VERIFICATION MAP

| DUNCAN "32” STATE coM #1 |//'
Tl 1 ®) R e

a4

TN

SCALE: 1" = 2000’ CONTOUR INTERVAL:

BUCKEYE, NM. — 5’
SEC._32 TWP.17-S RGE._34—E

SURVEY. N.M.P.M.
COUNTY LEA
DESCRIPTION 2245° FNL & 660" FEL
ELEVATION 4068’
PATTERSON
OPERATOR PETROLEUM, L.P.
LEASE___DUNCAN "32" STATE COM T

U.S.G.S. TOPOGRAPHIC MAP
BUCKEYE, N.M.

NORTK



PATTERSON PETROLEUM v

A LIMITED PARTNERSHIP
P.O. Box 1416, Snyder, TX 79550
4510 Lamesa Hwy., Snyder, TX 79549
Phone: 325-573-1938 » Fax 325-573-1939

-

DRILLING FLUID SYNOPSIS
PATTERSON PETROLEUM LP

Duncan "32" State Com No. 1

Section 32
T-17-S
R-34-E
Lea County, New Mexico

CASING
13 3/8" at 400'
95/8" at 4800
5%" at 13,800

DEPTH MUD WT. VISCOSITY FLUID LOSS DRILL SOLIDS COMMENTS
0" - 400' 84109.0 28t0 40 No Control 5% Spud mud & paper
400'-4800" 8.4 to10.3 2810 33 No Control 1% Brine water, paper,caustic
4800-12,800' 8.4109.2 281to 30 No Control 1% Cut-brine, paper & caustic
12,900 - 13,800' 10to 10.5 3610 46 10 cc or less <5% Xanthan gum, starch, pac,

& caustic
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PATTERSON PETROLEUM LP

PROPOSED CASING & CEMENTING PROGRAM

DUNCAN "32" STATE COM WELL NO. 1

13 3/8", 48 Ib/ft, H-40 Surface Casing Set at 400' -in a 17 1/2" Hole

Circulate to surface with 500 sacks of Class "C" + 2% CaCl2 + % Ib/sk celloflake

Slurry Weight: 14.8 ppg
Slurry Yield: 1.32 cu.f/sk
Water Requirement: .+ 6.3gal/sk

9 5/8", 40 Ib/ft, J-55 & N-80 Intermediate Casing Set at 4800’ - in a 12%" Hole

Lead : - 1500 sx of 35:65 Poz Class "C" + 5% salt + 6% gel + 1/4 Ib/sk celloflake
+ 2/10 % antifoamer
Desired TOC = Surface

Slurry Weight: 12.4 ppg
Slurry Yield: 2.15 cu.ft/sk
Water Requirement: 11.99 gal/sk

Tail: 250 sx of Class "C" Neat

Slurry Weight: 14.8 ppg
Slurry Yield: 1.32 cu.ft/sk
Water Requirement: 6.31 galisk

5%", 17 Ib/ft, N-80 & P110 Production String Casing Set at 13,800' - in an 8 3/4" Hole

Lead: 700 sx of Halliburton Light H + 5% salt + 3/10% HR-7 retarder

Desired TOC = 8000'

Slurry Weight: 12.7 ppg
Slurry Yieid: 1.95 cu.ft/sk
Water Requirement: 10.48 gal/sk

Tail : 300 sx of Halliburton Super H w/ 0.5% Lap-1+ 0.4% dispersant +
0.25% antifoamer and 0.25% retarder

Slurry Weight: 13.2 ppg
Slurry Yield: 1.60 cu.ft/sk
Water Requirement: 8.21 gal/sk



ae PATTERSON PETROLEUM, LP

1004 N. Big Spring, Suite 523 » Midland, Texas 79701
' Phone: 432-685-1414 « Fax 432-685-1133

October 27, 2004

Jeff Albers

Office of the Commissioner of Public Lands
New Mexico State Lands Office

P.O. Box 1148

Santa Fe, New Mexico 87504-1148

Re: Request for Approval of Communitization Agreement for the in the E/2 of Section
32, T-17-S, R-34-E, Lea County, New Mexico (Duncan 32 State #1 Well)

Dear Mr. Albers:

Patterson Petroleum, LP, et al, hereby requests approval of the captioned. Submitted
herewith is the original signed and notarized Communitization Agreement, one copy of
same and our check in the amount of $30.00. Upon your review, please let me know your
decision concerning this matter. Should you have any questions or need further
information do not hesitate to call, my toll free phone number is 1-800-470-4200.

Sincerely,

Joe Fitzgerald
Land Manager



STATE/STATE
OR
STATE/FEE
REV. 2/92
COMMUNITIZATION AGREEMENT

STATE OF NEW MEXICO)
COUNTY OF LEA)

KNOW ALL MEN BY THESE PRESENTS:

THAT THIS AGREEMENT* is entered into as of the 11t _day of October, 2004, by and
between the parties subscribing, ratifying or consenting hereto, such parties hereinafter
being referred to as "Parties hereto";

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is authorized
by the Legislature, as set forth in Sec. 19-10-53, New Mexico Statutes, Annotated, 1978,
in the interest of conservation of oil & gas and the prevention of waste to consent to and
approve the development or operation of State lands under agreements made by lessees
of oil & gas leases thereon, jointly or severally with other oil & gas lessees of State Lands,
or ofl and gas lessees or mineral owners of privately owned or fee lands, for the purpose
of pooling or communitizing such lands to form a proration unit or portion thereof, or
well-spacing unit, pursuant to any order, rule or regulation of the New Mexico Oil
Conservation Division of the New Mexico Energy, Minerals and Natural Resources
Department where such agreement provides for the allocation of the production of oil or
gas from such pools or communitized area on an acreage or other basis found by the
Commissioner to be fair and equitable.

WHEREAS, the parties hereto, own working, royally, or other leasehcold interests or
operating rights under the oil and gas leases and lands subject to this agreement, which
leases are more particularly described in the schedule attached hereto, marked Exhibit
"A" and made a part hereof, for all purposes,; and

WHEREAS, said leases, insofar as they cover the Pennsylvanian formation (hereinafter
referred to as "said formation”) in and under the land hereinafter described cannot be
independently developed and operated in conformity with the well spacing program
established for such formation in and under said lands; and

WHEREAS, the parties hereto desire to communitize and pool their respective interests
in said leases subject to this agreement for the purpose of developing, operating and
producing hydrocarbons in the said formation in and under the land hereinafter
described subject to the terms hereof.

NOW THEREFORE, in consideration of the premises and the mutual advantages to the

parties hereto, it is mutually covenanted and agreed by and between the undersigned as
follows: .
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1. The Jands caovered by this agreement (hereinafter referred to as the
“communitized area"”) are described as follows:

Township__17 South__Range 34 East N.M. P. M.
Section 32:E2
LEA _County, New Mexico,

containing __320 __ acres, more or less. It is the judgment of the parties hereto that the
communitization, pooling and consolidation of the aforesaid Jand into a single unit for the
development and production of hydrocarbons from the said formation in and under said
land is necessary and advisable in order to properly develop and produce the
hydrocarbons in the said formation beneath the said land in accordance with the well
spacing rules of the Oil Conservation Division of the New Mexico Energy, Minerals and
Natural Resources Department, and in order to promote the conservation of the
hydrocarbons in and that may be produced from said formation in and under said lands,
and would be in the public interest;

AND, for the purposes aforesaid, the parties hereto do hereby communitize for proration
or spacing purposes only the leases described in Exhibit "A" hereto insofar as they cover
hydrocarbons within and that may be produced from the said formation (hereinafter
referred to as "Communitized Substances”) beneath the above-described land, into a
single communitization, for the development, production, operation and conservation of
the hydrocarbans in said formation heneath said lands.

Attached hereto and made a part of this agreement for all purposes, is Exhibit "A”
showing the acreage, and ownership (Lessees of Record) of all leases within the
communitized area.

2 The communitized area shall be developed and operated as an entirely
with the understanding and agreement between the parties hereto that all
communitized substances produced therefrom shall be allocated among
the leases described in Exhibit "A" hereto in the proportion that the number
of surface acres covered by each of such leases and included within the
communitized area bears to the total number of acres conta/ned in the
communitized area.

3. Subject to Paragraph 4, the royalties payable on commun/tized substances
allocated to the individual leases and the rentals provided for in said leases
shall be determined and paid in the manner and on the basis prescribed in
each of said leases. Except as provided for under the terms and provisions
of the leases described in Exhibit "A" hereto or as herein provided to the
contrary, the payment of rentals under the terms of said leases shall not be
affectod by this agreement; and except as herein modified and changed or
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heretofore amended, the oil and gas leases subject to this agreement shall
remain in full force and effect as originally issued and amended.

4. The State of New Mexico hereafter is entitled to the right to take in kind its
share for the communitized substances allocated to such tract, and
Operator shall make deliveries of such royally share taken in kind in
conformily with applicable contracts, laws, and regulations.

5. There shall be no obligation upon the parties hereto to offset any well or
wells situated on the tracts of land comprising the communitized area, nor
shall the Operator be required to measure separately the communitized .
substances by reason of the diverse ownership of the separate tracts of
land comprising the said communitized area; provided, however, that the
parties hereto shall not be released from their obligation to protect the
communitized area from drainage of communitized substances by wells
which may be drilled within offset distance (as that term is defined) of the
communitized area.

6. The commencement, completion, and continued operation or production of
a well or wells for communitized substances on the communitized area
shall be considered as the commencement, completion, continued
operation or production as to each of the leases described in Exhibit "A"
hereto.

7. The production of communitized substances and disposal thereof shall be
in conformity with the allocations, allotments, and quotas made or fixed by
any duly authorized person or regulatory body under applicable Federal or
State laws. This agreement shall be subject to all applicable Federal and
State laws, executive orders, rules and regulations affecting the
performance of the provisions hereof, and no party hereto shall suffer a
forfeiture or be liable in damages for failure to comply with any of the
provisions of this agreement if compliance /s prevented by or if such failure
results from compliance with any such laws, orders, rules and regulations.

8. Patterson Petroleum LP _ shall be the Operator of said communitized area
and all matters of operation shall be determined and performed by
Patterson Petroleum LP.

9. This agreement shall be effective as of the date hereinabove written upon

execution by the necessary parties, notwithstanding the date of execution,
and upon approval by the Commissioner of Public Lands, shall remain in full
force and effect for a period of one year from the date hereof and as long
thereafter as communitized substances are produced from the
communitized area in paying quantities,; provided, that this agreement shall
not expire If there is a well capable of producing gas in paying quantities
located upon some part of the communitized area, if such a well is shut-in
due to the inability of the operator to obtain a pipeline connection or to
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70.

71.

72.

13.

market the gas therefrom, and if either: (a) a shut-in royalty has been timely
and properly paid pursuant to the provisions of one of the State of New
Mexico oil and gas leases covering lands subject to this agreement so as to
prevent the expiration of such lease; or (b) each of the State of New Mexico
oil and gas leases covering lands subject to this agreement is in its primary
term (if a five-year lease), or in its primary or secondary term (if a ten-year
lease), or is held by production from another well. Provided further,
however, that prior to production in paying quantities from the
communitized area, and upon fulfillment of all requirements of the
Commissioner of Public Lands with respect to any dry hole or abandoned
well drilled upon the communitized area, this Agreement may be
terminated at any time by mutual agreement of the parties hereto. This
agreement shall not terminate upon cessation of production of
communitized substances if, within sixty (60) days thereafter, reworking or
drilling operations on the communitized area are commenced and are
thereafter conducted with reasonable diligence. As to lands owned by the
State of New Mexico, written notice of intention to commence such
operations shall be filed with the Commissioner within thirty (30) days after
the cessation of such production, and a report of the status of such
operations shall be made by the Operator to the Commissioner every thirty
(30) days, and the cessation of such operations for more than twenly (20)
consecutive days shall be considered as an abandonment of such
operations as to any lease from the State of New Mexico included in this
agreement.

Operator will furnish the Oil Conservation Division of the New Mexico
Energy, Minerals and Natural Resources Department, and the
Commissioner of Public Lands of the State of New Mexico, with any and all
reports, statements, notices and well logs and records which may be
required under the laws and regulations of the State of New Mexico.

It is agreed between the parties hereto that the Commissioner of Public
Lands, or his duly authorized representatives, shall have the right of
supervision over all operations under the communitized area to the same
extent and degree as provided in the oil and gas leases described in Exhibit

"A" hereto and in the applicable oil and gas regulations of the State of New
Mexico.

If any order of the Oil Conservation Division of the New Mexico Energy
Minerals and Natural Resources Department, upon which this agreement is
predicated or based is in anyway changed or modified, then jn such event
said agreement is likewise modified to conform thereto.

This agreement may be executed in any number of counterparts, no one of
which needs to be executed by all parties, or may be ratified or consented
to by separate instruments, in writing, specifically referring hereto, and
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shall be binding upon all parties who have executed such a counterpart,
ratification or consent hereto with the same force and effect as if all parties
had signed the same document.

14. This agreement shall be binding upon the parties hereto and shall extend to
and be binding upon their respective heirs, executors, administrators,
successors and assigns.

IN WITNESS WHEREOF, the parties hereto have executed this agreement as of the day

and year first above written.
OFPERATQOR: 7A RSO ROLEUM LP
B

Y: >
Joe Fitzberald, Attorney In Fact

LESSEES OF RECORD:
Burgundy Oil & Gas of NM INC.

sy [N SAHe
Name: Bob S7affey
Title: (), ce - )b;/os Fdwl

BPAm Prodyction Company
BY: 14

pert C. Hagens

Title: Attorney-in-Fact @
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STATE OF TEXAS )
COUNTY OF MIDLAND )

The foregoing instrument was acknowledged before me this 11™ day of October, 2004

by Joe E. Fitzgerald, as Attorney in Fact on beha%aﬂerson Petroleum LP.
Sz /2007 Deon 4 ~C~/A’e&‘*
My Commission Expires Notary Public

&2, PAM A. CORBETT
;'§ Notary Public, State of Texas
R My Commission Expires

'"a{‘\‘*"* February 18, 2007

STATE OF TEXAS )
COUNTY OF MIDLAND )

The foregoing instrumen, uﬁs %énawledged ‘I;efze me this& day of @f@@&g,

2004, by (name & title) on behalf of
Burgundy Oil & Gas NM INC.
e-1- 9 0 08 gﬁ@ab@% /0,4;/{/1/3@4»

Notary/Public

§ ELIZABETH P PETERSON

NOTARY PUBLIC
State of Texas

Comm. Exp. 06-01-2008

—vvvvvvvvvvv

STA TE OF TEXAS )

COUNTY OF HARRIS )

The foregoing instrument Vﬁs aclgrow/edged before me thisX\es _ day.of SDerves ,
2004, by Robert C as Attorney in Fact on behalf of BP America
Production Company.

My CommissiogExpipe

1 H LLENK ZAPALAC .
¢ Notaiy Public, State of Texas

comrmssnon Exp!res 05-26-06 §
)

*This agreement not to be used for helium or carbon dioxide
6



EXHIBIT "A"

Attached to and made a part of that Communitization Agreement dated October 11, 2004
by and between Patterson Petroleum LP, as Operator; and Burgundy Oil & Gas of NM
Inc., and BP America Production Company, as Lessee’s of Record, covering the E/2 of
Section 32 ,Township 17 South ,Range 34 East, Lea County, New Mexico.

Operator of Communitized Area: Patterson Petroleum LP

Description of Leases Commiitted:

Tract No. 1

Lessor: State of New Mexico acting by and through its
Commissioner of Public Lands

Lessee of Record: Burgundy Oil & Gas of NM Inc.

Serial No. of Lease: B-143-§

Date of Lease: August 14, 1931

Description of Lands

Committed: NE/A4

No. of Acres: 160 acres more or less

Tract No. 2

Lessor: State of New Mexico acting by and through its
Commissioner of Public Lands

Lessee of Record: BP America Production Company

Serial No. of Lease: E-1448-2

Date of Lease: August 11, 1947

Descriptian of Lands _

Committed: SE/M

No. of Acres: 160 acres more or less

RECAPITULATION
TRACT NO. NO. OF ACRES PERCENTAGE OF INTEREST
COMMITTED IN COMMUNITIZED AREA
Lease No. 1 160 50%
Lease No. 2 160 50%

320 100%
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