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

£, 30-0H5-35313
AR psoco P 240‘@4

73 &
‘o,,:ﬁ;w“f

= Encana 0il ond Gas
ADMINISTRATIVE APPLICATION CHECKLIST

THIS CHECKLIST IS MANDATORY FOR ALL ADMINISTRATIVE APPLICATIONS FOR EXCEPTIONS TO DIVISION RULES AND REGULATIONS
WHICH REQUIRE PROCESSING AT THE DIVISION LEVEL IN SANTA FE p 5
Application Acronyms: N 30-0 LE '3 362

[NSL-Non-Standard Location] [NSP-Non-Standard Proration Unit] [SD-Simultaneous Dedication] E&C/ﬁ*t‘o I KO —
[DHC-Downhole Commingling] [CTB-Lease Commingling] [PLC-Pool/Lease 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-Qualified Enhanced Oil Recovery Certification] [PPR-Positive Production Response]

i TYPE OF APPLICATION - Check Those Which Apply for [A]
[A] Location - Spacing Unit - Simultaneous Dedication

[] NSL §ZNSP [1 sD
Check One Only for [B] or [C] o]
[B] Commingling - Storage - Measurement

(0 bpHC [J cmB [J pec [J pc [J oLs [] oM

[C] Injection - Disposal - Pressure Increase - Enhanced Oil Recovery

[] WFX PMX [] swD [] Ipl ] EOR [] PPR

[D] Other: Specify

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

[B] m Offset Operators, Leaseholders or Surface Owner
[C] [] 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

[31 SUBMIT ACCURATE AND COMPLETE INFORMATION REQUIRED TO PROCESS THE TYPE
OF APPLICATION INDICATED ABOVE.

(4] CERTIFICATION: I hereby certify that the information submitted with this application for administrative

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 a‘ydividu ith managerial and/or supervisory capacity.
Mihae | t . ¥eldwort Ainney M@_
ate

Print or Type Name Signature Title
_  nblutehldbert o

e-mail Address




Michael H. Feldewert

" Recognized Specialist in the Ar;; of
HOLLAND & HART. |

Natural Resources - oil and gas law - New
Mexico Board of Legal Specialization
mfeldewert@hollandhart.com

February 28, 2013

VIA HAND DELIVERY

Jami Bailey SR
Oil Conservation Division -
New Mexico Department of Energy, Ty
Minerals and Natural Resources S
1220 South Saint Francis Drive G

Santa Fe, New Mexico 87505 :

Re:  Application of Encana Oil & Gas (USA) Inc. for administrative approval of
~an Exception to Rule 2 of the Special Rules for Bisti-Lower Gallup Oil Pool
for the S/2 Section 16, Township 24 North, Range 9 West, San Juan County.

Dear Ms. Bailey:

Encana OQil & Gas (USA) Inc. (OGRID No. 282327) hereby seeks administrative
approval of an exception to Rule 2 of the Special Rules and Regulations for the Bisti-Lower
Gallup Oil Pool for the S/2 of Section 16, T-24-N, R-9-W. These Special Rules were adopted in
1983 under Commission Order R-1069-B and limit the orientation of the approved 80-acre
spacing units to either the N/2 or the S/2 of a single governmental quarter section. Encana seeks
authority to dedicate 80-acre spacing units comprised of the E/2 and the W/2 of a single
governmental quarter section to two horizontal wells located in the S/2 of Section 16. Rule 4 of
the Special Rules authorizes the “Secretary-Director of the Commission” to grant administrative
exceptions to Rule 2 so long as there are no objections by offsetting operators within one-half
mile of the subject area.

Approval of this application will allow Encana to dedicate the entire S/2 of Section 16 as
the project area for the two horizontal wells identified in the proposed Form C-102s attached
hereto as Exhibit A (the (Escrito P16-2409 01H in the S/2 S/2'and Escrito 116-2409 01H in the

/2 S/2). This project area will not only allow for efficient development of the acreage, but also
conform the project area to a State Communitization Agreement which has been in place for this
acreage since November of 2011. See Exhibit B. Indeed, since June of 2012 the proceeds from
the production from the initial well drilled on S/2 S/2 of this acreage (Escrito P16-2409 01H)
have been shared with all of the interest owners in the S/2 of Section 16 pursuant to this existing
State Communitization Agreement. Without approval of an exception to Rule 2, Encana will be
forced to:

Holland &Hart e

Phone [505] 988-4421 Fax [505] 983-6043 www.hollandhart.com

110 North Guadalupe Suite 1 Santa Fe, NM 87501 Mailing Address PO.Box 2208 Santa Fe, NM 87504-2208

Aspen Billings Boise Boulder Cheyenne Colorado Springs Denver Denver Tech Center Jackson Hole Salt Lake City SantaFe Washington,D.C. &
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(a) rescind the existing Communitization Agreement and obtain signatures and state
approval of new communitization agreements for each individual well; and

(b) adjust months of accounting to the interest owners in the S/2 of Section 16, in
particular the interest owners in the N/2 S/2 of Section 16 that have shared in the
production from the initial well since June of 2012.

In essence, granting this application will allow Encana to maintain the status quo to the benefit
all of the interest owners in this acreage. '

Exhibit C is a plat showing the leases in Section 16 and the surrounding sections.
Exhibit D is a list of the operators within one-half mile of the S/2 of Section 16. Notice of this
application has been provided to these operators pursuant to the provisions of Rule 4 of the
~ Special Rules.

A copy of this application has also been provided to the Mr. Terry Warnell and Mr. Pete
Martinez at the New Mexico State Land Office, both of whom have participated in meetings with

Encana about this acreage and the existing Communitization Agreement.

Your attention to this application is greatly appreciated.

Sincerely,

Michael H. Feldewert
ATTORNEY FOR ENCANA OIL & GAS USA.

MHF

cc: Pete Martinez
Terry Warnell
New Mexico State Land Office



District [

1625 N. French Dr., Hobbs, NM 88240
Phone: (575} 393-6161 Fax: (575) 393-0720
District II

811 S, First St,, Artesia, NM 88210

Phone: (575) 748-1283 Fax: (575) 748-9720
District J1T

1000 Rio Brazos Road, Aztec, NM 87410
Phone: (505) 334-6178 Fax: (505) 334-6170
District IV

1220 S. St. Francis Dr., Santa Fe, NM 87505
Phone: {505) 476-3460 Fax: (505) 476-3462

State of New Mexico
Energy., Minerals & Natural Resources Department
OIL CONSERVATION DIVISION
1220 South St. Francis Dr.
Santa Fe. NM 87505

Form C-102

Revised August 1, 2011
Submit one copy to
appropriate

District Office

(] AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

! APl Number ®Pool Code 3Pool Name
O-pUus-3%531% 5890 BISIT LOWER—GALLUP
‘Property Code Property Name ) ¢ Well Number
ESCRITO P16-2409 01H

TOGRID No, 8Operator Name ? Elevation
282327 ENCANA OIL & GAS (USA) INC. 6823’
19 Surface Location

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

/] P 16 24—-N 9-W 700’ SOUTH 333’ EAST SAN JUAN
' 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

M 16 24-N 9-w 699{ SOUTH 330° WEST SAN JUAN

'? Dedicated Acres

320 ACRES - (S/2)

 Joint or Infill

“Consolidation Code | *Order No.

No allowable will be assigned to this completion

until all interest have been consolidated or a non—standard unit has been approved by the

division.
16 !
I
I
I
|
I
I
——————— T
I
I
I
I
|
|
—_— =F e
FD 2 1/2
BRASS CAP |
GLO 1933
sE |
‘5 2 [aT. 3630872'N
] LONG. 107.80240°W
8 o DATUM NAD 1983
N o
I; S LAT. 36,30871° N
&9 LONG.107,80178° W
I DATUM: NAD 1927
I:’ - —— = —— |
&g |
| |
330° I
I
I
I

0 2 1/2
BRASS CAP
GLO 1933

(BQTTOM HOLE TIE)
NB9°56'24"W 4592.3'

SB89°59°34"™W 2628.96'(M)

[
ENCANA OIL & GAS (USA) INC. I
ESCRITO P16-2409 01H |
AS DRILLED |
I

I

|

| O 2 1/2
| BRASS CAP
1 6 :#= GLO 1833
| | o~
ER
LAT. 36.30871*N Se
LONG, 107.78679°W D g
DATUM NAD 1983 a5
[7-3
LAT. 3630871°N 2
LONG. 107.78624°W 2o
DATUM: NAD 1927 g <
_____ l______._._.}-———————-—‘.-l"
$e
z2

S89°50'W  79.90 Chains (R)

FD 2 1/2
a3y N89°51°47"W 2632.90°(M)

FD 2 1/2
BRASS CAP
GLO 1933

—t

333

" OPERATOR CERTIFICATION

I hereby certify that the information contained
herein is true and complete to tha bast of my
knowledge and belisf, and that this organization
esther ouns a working interest or unieased mineral
interest in the land i ding the proposed bott
hole location or has a right to dril this well at
this location pursuant to'a contract with an cwner
of such a mineral or working inlerest, or to a
tary pooling agr t or a P
pooling order heretofore entered by the dimsﬁm.

Signature Date

Printed Name

E-mail Address

18 SURVEYOR CERTIFICATION

I hereby certify that the well location shown on this plat
was plotted from ficld noles of actual surveys made by
me or under my supervision, and that the same is frue
and correct to the best of my belisf.

25 APRIL 2012

Date of Survey .- ——

Signature pﬁé\g@;}a MQ)




'APT Number *Pool Code "Pool Name
30-045- 3532 5890 BISTI LOWER - GALLUP
‘Property Code ‘Property Name *Well Number
ESCRITO I16-2409 O1H
"OGRID No. *Dperator Name °Elevation
| 282327 ENCANA DIL & GAS {USA) INC. OBl
‘ 10Surface Location
W or Jot no. Section Township Range Lot Idn Feet from the North/South line Feet from the East/West line County
4 I 16 24N oW 2230 SOUTH 300 EAST SAN JUAN
"' Bottom Hole Location If Different From Surface
W or lot no. Section Township Range Lot Ion Feet from the North/South line Feet from the East/West line County
L 16 24N W 2230 SOUTH 330 WEST SAN JUAN
2 pedicated Acres R Y oint o~ Infill | Consolidation Code 5 Order No.
3200 Acres - 5/2

16w

NO ‘05 W 2645.94 (RECORD)
NO “05 03"E 2634.01 (MEASURED)

7.50 (MEASURED)

NO ‘05 ‘W 2645.:94 (RECORD)
5

NO "15°08"W 26!

District I

1625 N. French Orive,
Phone: (575} 393-6161
District II

811 S. First Street, Artesia, NM 88210
Phone: (575) 748-1283 Fax: (575) 748-9720

District IIT
1000 Rio Brazos Road, Aztec, NM B7410
Phone; (505) 334-6178 Fax: (505) 334-6170

District 1V

Hobbs, NM 88240
Fax: (575) 383-0720

Energy., Minerals & Natural Resources Department

State of New Mexico

Form C-102
Revised August 1. 2011

Submit one copy to
Approprjate District Office

OIL CONSERVATION DIVISION

1220 South St. Francis Orive

Santa Fe, NM 87505

1220 5. St. Francis Drive, Santa Fe, NM 87505

Phone: (505). 476-3460 Fax: (505) 476-3462

[ ] AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED
OR A NON-STANDARD UNIT HAS BEEN APPROVED B8Y THE DIVISION

589 *52 W 2639.34 ' (RECORD)
S89 *49°59"W 2624.47 ' (MEASURED)

589 '52'W 2639.34 ' (RECORD)
NBY °36 '42"W 2633.43 ' (MEASURED)

END~OF-LATERAL
LAT: 36.31292 N
LONG: 107.80181 W
DATUM: NAD1927

LAT: 36.31293 °N
LONG: 107.80242 "W
DATUM: NAD1983  (°

LONG:

LONG:

JRR—

SURFACE LOCATION
LAT:

36.31290 N
107.78608 "W

DATUM: NAD1S927
LAT: 36.31291°N

107.78670 "W

I DATUM: NAD1983

|
16 ——

300"
o

]

,/— 330" ' !
y N84°5T.4'W 46317
| ! !
. \ '
2 - - - - - - t
N
N |
I |
Gallup Penstration Point
2230' FSL 431' FEL
) 1 I

2230'

589 57 34"W 2627 .96 ' (MEASURED)
589 50 'W 2636.70 " (RECORD)

NB9 *53'44"W 2631.85' (MEASURED)

589 50 'W 2636.70 ' (RECORD) -

NO ‘00 '51°'E 2625.33 (MEASURED)

NO *13'31"W 2658.91 (MEASURED)

NO 01 E 2643.96 ' (RECORD)

7 OPERATOR CERTIFICATION

I hereby certify that the information contained
herein is true and complete to the best of my
knowledge and belief, and that this organization|
either owns a working interest or unleased
mineral interest in the land including the
proposed bottom-hole location or has a right
to drill this well at this location pursuant
to a contract with an owner of such a8 mineral
or working interest, or to a voluntary pooling
agreement or a compulsory pooling order
heretofore entered by the division.

Signature Oate

Printed Name

E-mail Address

NO 01 E 2643.96 ' (RECORD)

8

®SURVEYOR CERTIFICATION
I hereby certify that the well location
shown on this plat was plotted from field
notes of actual surveys made by me or under
my supervision, and that the same is true
and correct to the best of my belief.

Date Revised: FEBRUARY 21, 2013
Survey Date; JANUARY 16, 2012

Signature and Seal of Professional Surveyor

Certificate Number 15269




Thie document
received as altered
for recordation.
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201201057 01/27/2012 11:21 AM
1o0f1 B1535 P612 R $25.00
San Juan County, NM DEBBIE HOLMES

NEW MEXICO STATE LAND OFFICE
‘:IERTIHCA'!'IS OF APPROVAL
COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO
Fncana Oil and Gas (1JSA) Inc.

Escrito P16 2309 Well No, 1H

§2, Sectivn {6, Township 24 North, Range 9 West, San Juan County, New Mexico
Gallup

There having been presented to the undersigned Commissioner of Public Lands of the State on New Mexizo fr
exemination, a Communitization Agreement for the development and operation of acreage which is desceibed within the reftrenced
Agreement, dated Nevember 1, 2011, which has been executed, or is te be executed by parties owning and holding 0il and gas leases

and rayalty interests in and under the property described, and upon examination of said Agreement, the Commissioner finds:

(a) That such agreement will tend to promote the conservation of oil and gas and the

hetter utilization of reservoir energy in said area.

(b} ‘That under the propuscd agreement, the Stute of New Mexico will receive its fair

share of the recoverable vil or gas in place under its lands in the arey.

i) Tht each beneficiary jnstitution of the State of New Mexico will receive its fair ]

anet cquitable share of the recoverable oil and gas under its fands within the area.

! (d) ‘That such agreement is in other respects for the best interests of the State. with

respect to state lands,

NOW, THEREVFORE. by virtue of the authority conterred upen me under Sectioas 19-10-43, 19-10-46, 19-10-47, New Mexico
Statutas Aanetated, 1978 Compitation, 1, the undersigned Commisstoner of Public Lands of the State of New Mexico, tor the purpose
of move praperty conserving the of! and gas resources of the State. do herehy conzent &y and approve he said Agreement, and z'r._\-'i
jeases embrucing lands of the State of New Mexico within the area shall be and the same are hereby. amended o confonu with the
l 1erms thereof, and shall remain in full force and cffect acuarding to the terms and conditions of said Agreement. This approval is

subject to all of the provisions of the aforesuid statutes.

IN WITNESS WHERFOF. this Certificate of Approval is excenred. with sead affixed, thin 11th day of January, 2012,

B

“of the State of New Mexico




NV State Land Office STATE/STATE OR
0il, Gas, & Minerals Division STATE/FEE
Revised March 2003
COMMUNITIZATION AGREEMENT
ONLINE Version
KNOW ALL MEN BY THESE PRESENTS:

STATE OF NEW MEXICO )

COUNTY OF SAN JUAN >
THAT THIS AGREEMENT [which is NOT wbeused for carbon dioxide or helium] is entered into as of
November | ;2011 , by and between the parties subscribing,

ratifying or consenting hereto, such parties hereinafier 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 10 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 o1l 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 1o 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 Cominissioner
1o be {air and equitable.

WHEREAS, the parties hereto, own working, royalty, or other leasehold interests or operating rights
under the oil and gas leases and lands subject 1o 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 lcases, insofar as they cover the_Gallup

formation (hereinafter referred to as "said formation”) in and
under the land hercnmf ter 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 hereinafier described subject to the terms
hereof.

NOW THEREFORE, in consideration of the premises and the murual advantages to the parties
hereto, it is mutually covenanted and agreed by and between the undersigned as follows:

OMLINE version State/State
December 2004 State/Fee 1



I.+ The lands covered by this agreement (hercnmﬂu referred 1o as the ' commumlwed area") are
described as follows:

Subdivisions South Half (S/2)
OfSect 16 Twnshp24N Rng 9W  NMPM San Juan County, NM

containing 320.00 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 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 inierest,

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 (hereinafier referred to as "Communitized
Substances”) beneath the above-described land, into a single communitization, for the development,
production, operation and conservation of the hydrocarbons n said formation beneath said lands.

Auached 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 entirety 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 10 the total number of acres contained in the communitized area.

3. ‘Subject to Paragraph 4, the royalties payable on communitized substances allocated to the ( .{’/;\a‘:h
individual leases and the rentals provided for in said leases shall be determined and paid in the

manner and on the basis prescribed in cach 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 aftected by this agreement; and except

as herein modified anil changed or heretofore amended, the oi} and gas leases subject 1o this

agrcement shall remain in full force and eftect as originally issued and amended.

-
4. The State of Mew Mexico hereafier is entitled 10 the right to take in kind its share for the ! [
communitized substances allocated to such tract, and Operator shall make deliveries of such royalty
share taken in kind in conformity with applicable contracts, laws, and regulations.

3. 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 shali the Operator be required to measure

ONLINE version State/State
December 2004 State/Fee 2



separately the communitized substances by reason of the diverse ownership of the separate tracts of
land comprising the said communitized arca; 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 drilied 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 authonized person or regulatory
body under applicable Federal or State laws. This agreement shall be subject to all applicable
Federal and Siate 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 10
comply with any of the provisions of this agreement if compliance is prevented by or if such failure
results from compliance with any such laws, orders, rules and regulations.

S. Encana Oil & Gas (USA) Inc. shall be the Operator of
said communitized area and all matters of operation shall be determined and performed by
Encana Oil & Gas (USA) Inc.

9. This agreement shall be effective as of the date hereinabove writien 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 y<ar from the date hercof and
as long thereafter as communilized substances are produced ffom the communitized area in paying
‘quantities; provided, that this agreement shall not expire il 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 10
the inability of the opcrator to obtain a pipeline connection or to 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) cach of the State of New Mexico oil and gas leases covering
lands subject 10 this agreement 1s in its primary term (if a five-year lease), or in its primary or
sccondary term (if a ten-year lease), or is held by production from another well. Provided further,
however, that prior to production in paying quantitics from the communitized area, and upon
fulfilment 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 tine
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 drithng
operations on the communitized area are commenced and are thereafier conducied 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

OHLIHE version State/State
December 2004 State/Fee 3



Commissioner every thirty (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 (o any lease from the
State of New Mlexico included in this agreement.

10.  Operator will furnish the Oil Conservation Division of the New Mexico Energy, Minerals
and Natural Resources Depariment, 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.

H. It is agreed between the parties hereio that the Commissioner of Public Lands, or his duly
authorized representatives, shall have the right of supervision over all operations under the
communitized area 1o the same extent and degree as provided in the oil and gas leascs described in
Exhibit "A" hereto and in the applicable oil and gas regulations of the State of New Mexico.

2. If any order of the Oii Conservation [Division of the New Mexico Energy Minerals and
Natural Resources Depariment, upon which this agreement is predicated or based is in anyway
changed or modified, then in such event said agreement is likewise modified 1o conform thereto.

13.  This agreement may be executed in any number of counterpans, 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 shall be binding upon all parties who have executed such a
counterpart, ratification or consent hereto with the same forcc and effect as if all panies had signed
the same document.

14.  This agreement shall be binding upon the partics hereto and shall extend 10 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 writien. '.\w'T
OPERATOR: ENCANA OIL & GAS (USA) INC. _/I By John Schopp
Title: Vice-President Signature: /j‘ / A,.q A/ &4
LESSEES OF RECORD: KOCH L,\’PI/ORA l‘fd( ! COMPANY. LLC
By:
Print:
(Attach additional pages il needed) Tule:
OMLIME wversion State/State

December 2004 State/Fee q



Commissioner every thirty (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
Staie of New Mexico included in this agreement.

10.  Operator will fumish the Oil Conservation Division of the New Mexico Energy, Minerals
and Natural Resources Department, and the Comnussioner 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 1s agreed between the parties hereto that the Commissioner of Public Lands, or his duly
authorized represematives, shall have the night of supervision over ali 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.

12. [ 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 said agreement is likewise modified 1o conform thereto.

13.  This agreement may be executed in any number of counterparis, no one of which needs to be
executed by all parties, or may be ratified or consented 10 by separate instruments, in writing,
specifically referring hereto, and 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.

4. 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 Wl-l'EREOF, the parties hereto have executed this agreement as of the day and year
tirst above written.
OPERATOR: ENCANA OIL & GAS (USA) INC. by

Tile: Signature:;
LLESSEES OF RECORD: KOCH EXPLORATION COMPANY. LLC
R Flo 7 NS >
By, Y T e
NN T ST o~
Print: } 5 ] '€)707,(,\_,_ QJ, (O /7‘}//6()

.. . ‘ . "‘/ -.“/ ’ -
(Anach addmonal pages if needed) Title: /1‘7,4//51;4/_/_3,@3— s \SEL‘_’ﬁ_'

7
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ADDITIONAL LESSEES OF RECORD:

QEP ENERGY COMPANY
Jout?

Print: Austin S. Muir
Vice President - Land

By:

Tite:

DUGAN PRODUCTION CORPORATION

Bv:

Print;

Thile:

4A



ADDITIONAL LESSEES OF RECORD:

QEP ENERGY COMPANY

By:

Print;

Title;

DUGAN PRODUCTION CORPORATION

Print: T ROMAD A .\.bv(‘:m\l
Tule: Va2 ) s w1

dA



State/Staie or

State/Fee Communitization
Acknowledzment in an Individual Capacity

State of )
SS)
County of )
This instrument was acknowledged before me on Date
By
Name(s) of Person(s) ,
(Seai) Signalurc of Notarial Officer

My commission expires:

Acknowledgment in a Representative Capacity
State of Colorado ' )

)
City and County of Denver )

This instrument was acknowledged before me on November 15, 2011

By John Schopp

Name(s) of Peison(s)

as_Vice-President, North Rockies of Encana Oil & Gas (USA) Inc.

Type of authority, €.g.. offier, trustee. cic : Name of party on behalf of whom instrument was executed

(Seal)

ONLIMNE version State/State
December 2004 - State/Fee S



State/State or

State/Fee Commumitization

Acknowledgment in an Individual Capacity

State of )
SS)
County of )
This instrument was acknowledged before me on Date
By
Name(s) of Person(s)
{Seal) Signatre of Notarial Officer

My commission expires:

Acknowledgment in a Representative Capacity

State of Colorado )
SS)
County of Douglas : )
ooy o !-‘.’.'-:_A,l.w_' e '?' /’ v
this instrument was acknowledged before me on L Loeddy o)LLy
o . . e haad i‘! A el o
By M dviving o gy
Name(s) of Person(f)) - )
(\':,/‘,!' ‘7 i _j f_'.l- g S , R .
as__ i ¥y ST el of Koch Exploration Company, LLC
— i ‘
Type of authority, ¢.8., officer, trustee, etc Name of party on behalf of whom instrument was cxecuied
- . . ,"! 1]
£ R Y SRR
Y VPR S0 IR A WA
ey . ‘,::.(,.(-(..( {0 S ¢ \'» P
\‘\\\ 4 P'l,, 7 7 o
> ®9g‘Aﬁ@¢",, ¢ Signdwre of Nolarial Officer
> \/,.“ }’ .'-' U) b 3 . ;. ',.' e, )
= z%/ M o EXPN08 5 3 My commission eXpires: Y AR A
g DMy AN o ‘ !
: L iAo 2
z (&:,_.';, 1\0 $_ s
o K
L T K
o~ OF 00\:\\“
MATTITTI LA
OULINE version State/State

December 2004 Scate/ree )



Siate/State or

State/Fee Communitization
Acknowledgment in an Individual Capacity

State of ' )
SS)
County of )
This instrument was acknowledged before me on Date
By
Name(s) of Person(s)
(Seal) Signature of Netarial Officer

My commission expires:

Acknowledgment in a Representative Capacity

State of Colorado )
: $S)
City and County of Denver )

This instrument was acknowiedged before me on _Alodemher 0 201

By __ Austin Murr

Name(s) of Person(s)
as__\[1( prz.sjdmt} Lok of QEP Exploration Company
Type of authority, ¢.g., officer, tusicc, cic Name of party on behalf of whom nstrurent was executed
/7 / /S
/
. g;;awsr%dm“:w*‘“’f’;@ﬁi : / / ./—/_é(k/
N — [ 12 1N O !
JENW AR GIBSON - § / v Signature of Notarial Officer

E% © TNoTARY PUBLIC X
% STATE OF COLORADO ¢

LK
e SR

My commission expires: ___[ - 7. 201"

QULINE version State/State
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State/State or

State/Fee Communitization
Acknowledgment in an Individual Capacity

State of )
. <<)
County of )
This instrument was acknowledged before me on Date
By
Name(s) of Pesson(s)
(Seal) Signature of Notarial Officer

My commission expires:

Acknowledgment in a Representative Capacity

State of New Mexico )
SS)

County of San Juan )

This instrument was acknowledged before me on __ I\owi, 2.2 2. O 1A

By Themas AL NG GAN

Nume(s) of Person(s)

as RESINE N : of Dugan Production Corporation

Name of party on behall of whom instrument was exceuted

Colhn F Soesade O
'.‘\;\v.\\'mc. ST est N e

Signature of Notariat Officer

Type of authority, e.g., officer, trusice. eic

(Seal)

My commission expires: ___ S -ji- (2

QULINE version State/State
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EXHIBIT A
Attached to and made a part of that Communitization Agreement dated November 1. 2011

by and between_Encana Oil & Gas (USA) Inc. __, Dugan Production Corporation ,

Company covering

'Y

the Subdivisions South Half (S/2)
Sect 16 , Twnshp 24N, Rnge 9W_ | NMPM San Juan County, NM

OPERATOR of Comimunitized Area: Encana OQil & Gas (USA) Inc.

DESCRIPTION OF LEASES COMMITTED:

TRACITNO. |

Il.essor: State of New Mexico acting by and through its Commissioner of Public Lands

L essee of Record: Koch Expioration Company, LLC (75%) QEP Energv Company (25%)
Serial No. of Lease:  B-10889 Date of Lease: December 221943

Descnption of Lands Comumitted:
Subdivisions: NW/4SE/4
Sect 16 Twnshp 24N Rng 9W__ NMPM San Juan : County NM

No. of Acres:  40.00

TRACT NG, 2

lessor: State of New Mexico acting by and through its Commissioncer ot Public Lands
L. essee of Record: Dugan Production Corporation
Serial No. of Lease:  _V-7918 Date of Lease: December 1, 2006

Descri ption of Lands Committed:

Subdivisions N/2SW/4, SE/4S\W/4, NE/MSE/4. SW/4SE/4

Sect 16 Twnshp 24N Rng 9W NMPM San Juan County NM
No. of Acres: 200.00 D

ONLINE wversion State/State
December 2004 State/Fee &



CTRACTNO. 3

Lessor: State of New Mexico acting by and through its Commissioner of Public Lands
Lessee of Record: Dugan Production Corporation
Serial No. of Lease: VO-894] Date of Lease April 1, 2011

Description of Lands Committed:

Subdhvisions SW/4SW/4, SE/4SE/4

Sect 16  Twnshp 24N _Rng 9W  NMPM San Juan County NM
No. of Acres: _80.00

TRACIT NO. 4

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

I. essee of Record:;

Serial No. of Lease: Daic of Leasc:

Description of Lands Committed:
Subdivisions
Sect Twnshp Rng NMPM County NM

No. of Acres;

RECAPITULATION

Tract number Number of Acres Percentage of Interest
Committed in Communitized Aren

No. l 40.00 12.50%

No. 2 200.00 62.50%

No. 3 80.00 25.00%

No. 4

ONLIVE varsion  state/state

December 2004 State/Fee



Dugan/Encana 100%

17

NM 045208

Dugan/
Engana
100% Escrito 116-2409-01H

T
Dugan/ \
Encana ,
b i Escrito P16-2409-01H

|

Dugan/Encana 100%

20 NM 10755

Dugan/Encana 100%

NM 036474

i V 0_791 8
Dugan/

QEP/Encana 10(Q

- NM 118136
FDugan/Encana 1&§

NM 100302
Dugan/Encana 100%

SF 078860 2 2




EXHIBIT D

QEP Energy Company
1050 17" Street,

Suite 500

Denver, Colorado 80265
Attention: Jennifer Bates

Kaiser Francis Oil Company
Post Office Box 21468
Tulsa, Oklahoma 74127
Attention: Wayne Fields

Dugan Production Corp.

709 E. Murray Drive

Farmington, New Mexico 87401-6649
Attention: Kurt Fagrelius



Michael H. Feldewert

Recognized Specialist in the Area of
Natural Resources - oil and gas law - New
Mexico Board of Legal Specialization
mfeldewert@hollandhart.com

HOLLAND&HART.

February 28, 2013

VIA CERTIFIED MAIL
RETURN RECEIPT REQUESTED

TO ALL AFFECTED PARTIES

Re:  Application of Encana Oil & Gas (USA) Inc. for administrative approval of
an Exception to Rule 2 of the Special Rules for Bisti-Lower Gallup Oil Pool
for the S/2 Section 16, Township 24 North, Range 9 West, San Juan County.

Ladies and Gentlemen:

Enclosed is a copy of the above-referenced administrative application filed with the New Mexico
Oil Conservation Division on February 28, 2013. As an owner of an interest that may be
affected by this application, you may file a written objection to this application within twenty
days with the Oil Conservation Division, located at 1220 South St. Francis Drive, Santa Fe, New
Mexico 87505. If no objection is received within twenty-days of the filing of this application, it
may be approved administratively by the Division. '

If you have any questions about this application, please contact Ms. Mona Binion with Encana
Oil & Gas (USA) Inc. at (720) 876-5325.

Sincerely,

- %J%M

Michael H. Feldewert
ATTORNEY FOR ENCANA OIL & GAS USA

Holland &Hart ur

Phone [505] 988-4421 Fax[505) 983-6043 www.hollandhart.com

110 North Guadalupe Suite 1 Santa Fe, NM 87501 Mailing Adedress PO.Box 2208 Santa Fe, NM 87504-2208

Aspen Billings Boise Boulder Cheyenne - Colorado Springs Denver Denver Tech Center Jackson Hole Salt Lake City SantaFe Washington, D.C. &



