STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING CALLED
BY THE OIL CONSERVATION DIVISION FOR
THE PURPOSE OF CONSIDERING:

APPLICATION OF MYCO INDUSTRIES, INC.
FOR COMPULSORY POOLING, CHAVES
COUNTY, NEW MEXICO. Case No. 13,855

VERIFIED STATEMENT OF SHARI HODGES
Shari Hodges, being duly sworn upon her oath, deposes and states:

1. I am a landman for Myco Industries, Inc., apd have personal knowledge of the
matters stated herein. N

2. Pursuant to Division Rule 1207.A(1)(b), the following information is submitted in
support of the compulsory pooling application filed herein:

@ No opposition to this application is expected because the mineral interest owners
being pooled are (i) unlocatable, or (ii) have failed to respond to lease offers and well
proposals.

(b) A plat outlining the spacing unit being pooled, and marking the location of the
proposed well, is attached hereto as Exhibit A. Applicant seeks an order pooling all
mineral interests in the Wolfcamp formation underlying the S/2 of Section 33, Township
15 South, Range 25 East, NMPM, to form a 320-acre gas spacing unit (project area) in
the Wolfcamp formation. The unit is to be dedicated to the Milo 33 Fee Well No. 1, a
horizontal well which will have an orthodox location within the producing area.

(¢)  The parties being pooled, their interests in the well unit, and their last known
addresses, are listed on Exhibit B.

(d)  Copies of the proposal letters and other correspondence sent to the uncommitted
mineral interest owners are attached hereto as Exhibit C.

(e) Interest owners who were not locatable are identified on Exhibit B. To locate
these interest owners, Myco Industries, Inc. examined the Chaves County records,
telephone directories and county records in the counties of residence of the out-of-county
or out-of-state owners, contracted with a private investigator, and internet directories.

0il Conservation Division
Case No. /

N ExhibitNo. _[




Correspondence to the last known addresses of these interest owners was returned to
sender.

® Pursuant to Division rules, applicant requests that a 200% risk charge be assessed
against non-consenting interest owners.

(g) A copy of the Authority for Expenditure for the proposed well is attached hereto
as Exhibit D. The drilling and completion costs set forth therein are fair and reasonable,
and are comparable to those of other wells of this depth drilled in this area of Chaves
County.

(h)  Overhead charges of $4729.50/month for a drilling well, and $472.95/month for a
producing well, are requested. These rates are fair and reasonable, and are in line with
rates charged by other operators in this area for well of this depth.

) Applicant requests that it be designated operator of the well.

VERIFICATION
STATE OF NEW MEXICO )
) ss.
COUNTY OF EDDY )

Shari Hodges, being duly sworn upon his oath, deposes and states that: She is a landman
for Myco Industries, Inc.; she is authorized to make this verification on its behalf; she has read
the foregoing statement, and knows the contents thereof; and thc ~$ame is true and correct to the
best of her knowledge, information, and belief.

§H/ Hodges \

SUBSCRIBED AND SWORN TO before me this l ([‘ day of January, 2007 by Shari
Hodges.

My Commission Expires: (g . / L:Z O //

Notary Pubhc

OFFICIAL SEAL
Hannah Palomin

&) NOTARY PUBLIC-STATE E NEW! MEXICO
My commission explres: - -




EXHIBIT “B”

Milo 33 Fee #1
S/2 Sec. 33-T15S-R25E
Chaves County, NM
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MILO 33 FEE #1
Force Pool Parties

Name & Address
NRLL, Inc.

Attn: Todd Gladis
1 Mauchly
Irvine, CA 92618

Elaine B. Flint, deceased

Western Commerce Bank, Trustee
P.O. Box 1627

Lovington, NM 88260

Margaret L. Doyle & John S. Doyle
Address Unknown

Albert Smith& Dorothy Smith
Address Unknown

Emily K. Flint Boyd
Address Unknown

Rosemary Flint Wayte
Address Unknown

Billy Bob Webb Heirs
Address Unknown

EXHIBIT “B”

Working Interest
0.8488%

0.3013%

0.1507%
0.0377%
0.1959%
0.1 959%

0.1061%




EXHIBIT “C”

Milo 33 Fee #1
S/2 Sec. 33-T15S-R25E
Chaves County, NM



MYCO INDUSTRIES, INC.

OlL PRODUCERS
POST OFFICE BOX 840
ARTESIA, NEW MEXICO 88211-0840
Phone (505) 748-1471

November 20, 2006

Via Federal Express 7915 8817 2924

Mr. Robert D. Friedman
27551 Boothhill Court
Laguna Hills, CA 92653

Dear Mr. Friedman:

MYCO Industries Inc. (MYCO) is a family owned oil and gas operator in the State of New
Mexico. In a search of the public records, we ran across N.R.L.L., Inc., a California
Corporation. Further search revealed that this company does not exist in the California

Corporation directories but may have been absorbed by another company, Allbright Homes.
This research leads us to you.

If you by chance have knowledge of N.R.L.L. or Allbright Homes, we would certainly

appreciate receiving a call or e-mail from you. We can be reached at 505.748.4290 or
sharihodges@mycoinc.com.

If it would be more convenient for you to fill in the blanks at the bottom of this letter and return a
copy to us, please feel free to do that instead.

Best regards
\A e 7\

i Darr Hodge
Land Manager

STRIES, INC.

T have no knowledge of N.R.L.L., Allbright Homes or their successors.

Ido have knowledge of N.R.L.L. and Allbright Homes and would be pleased to visit
with you. I can be reached at

By:

C:AD«¢ and Settings\Owner\My Dx \MYCO LEASES\Dung Prospect\TM.Friedman.11.20.2006.doc




Shari Hodges

From: Shari Hodges [sharihodges@mycoinc.com]
Sent: Monday, November 27, 2006 1:20 PM

To: Todd Gladis'

Cc: ‘Rob Friedman’; ‘Hannah Palomin’
Subject: RE: Oil & Gas

Page 1 of 1

- Todd: Thank you for your follow up on this. i would like to visit with you on the phone regarding these minerals.
You can reach me at 505.748.4290 (o) or 505.308.3040 (c). If you would prefer that | phone you, that would be

fine. Best, Shari

From: Todd Gladis [mailto: ToddG@landstaff.com]
Sent: Friday, November 24, 2006 8:17 AM

To: sharihodges@mycoinc.com

Cc: Rob Friedman

Subject: FW: Oil & Gas

Greetings Sahri:

Please feel free 10 contact me at your earliest convenience.

Thank you.

Todd Gladis

From: Rob Friedman

Sent: Thu 11/23/2006 8:39 PM
To: sharihodges@mycoinc.com
Cc: toddg@landstff.com
Subject: Oil & Gas

Hi Sahri

| have just receved your package and am one of the principals of NRLL, | will be out of the office for the next ten
days. However please feel free to contact Todd Gladis at the above email address to help you with your

endeavor.
Regards

Rob Friedman

1127V 00A



MYCO INDUSTRIES, INC.

Ot PRODUCERS
POST OFFICE BOX 840
ARTESIA, NEW MEXICO 88211-0840
Phone (505) 748-1471

November 29, 2006

Via Federal ress 7901 2540 6757

NRLL, Inc.
Attn: Todd Gladis
1 Mauchly
Irvine, CA 92618
Re:  Leasing Request
Chaves County, New Mexico
Dear Mr. Gladis:

Thank you for your time on the phone yesterday. A check of the public records shows that NRLL, Inc.
owns a mineral interest in the following lands:

T15S, R2SE, NNM.P.M.
Section 32: SE4
(0.8488% mineral interest in 160.00 acres — 1.35806 acres)
Section 33: S2, NE4
(0.8488% mineral interest in 480.00 acres — 4.07430 acres)
Section 34: SE4
(0.8488% mineral interest in 160.00 acres — 1.35806 acres)
TOTAL ACRES: 800.00 gross / 6.79042 net, more or less

MYCO Industries, Inc. (MY CO) respectfully requests that you consider granting it a 1/5th, 3 year oil and
gas lease for a bonus consideration of $250 per net acre.

If this offer is acceptable to you, we ask that you review the enclosed oil and gas lease, have it executed
where indicated before a Notary Public and return one original to our office in the enclosed self-addressed
stamped envelope. Upon receipt of the properly executed and notarized lease, we will forward a check to
you in the amount of $1,697.61 as full bonus consideration for your 6.79042 net mineral acres. I believe I
told you NRLL had 1.35 acres, my apologies for the wrong information.

This offer will remain open until the close of business on December 8, 2006. If you wish to discuss
anything, please feel free to call me at 505.748.4290. We will be glad to help in any way possible.

Best regards,
MYCO (USTRIES, INC.

arr odg

Land Manager
SDH/hp
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Shari Hodges

From: Shari Hodges [sharihodges@mycoinc.com]
Sent: Thursday, December 21, 2006 7:10 AM
To: 'Todd Gladis'

Cc: 'Hannah Palomin’

Subject: MYCO/Alfalfa: NRLL Interest

Attachments: 243-918 MD.tif

Todd: | am forwarding to you the information we received from Bonnie, our contract landman on this project. This
along with the other e-mail being forward will hopefully answer your questions about what and how NRLL owns
under this property? Thanks, S.

From: LimpusJones, LLC [mailto:blljones@plateautel.net]
Sent: Wednesday, December 20, 2006 11:01 AM

To: Shari Hodges

Cc: Hannah Palomin

Subject: NRLL Interest

Shari,
N.R.L.L. acquired its interests from Leah B. Waltrip, who acquired her interest from 2 sources:

0.3264%
Don Angle
to Flint Production Company, Inc.
to Leah B. Waltrip
to N.R.L.L., Inc.

and

0.5224%
Don Angle
to Flint Production Company, Inc.
to Anna M. Flint, a/k/a Mrs. T. H. Flint
to Leah B. Waltrip
to N.R.L.L., Inc.

Here is the Mineral Deed into Leah B. Waltrip and Anna M. Flint from Flint Production Company, Inc.
(Deed Book 243-918).

Bonnie

12217004




State of New Mexicn, }
Ceonly ¢f Chaves
FILED FOR RECORD TFee $2

NOV 22 1966

03205 _etock A ot
O TR 11

Doroth Me x}n{, CpuntyClork
mslm‘ M /o Deputy

FLINT PRODUCTION COMPANY, INC., & New.Moxico corpo~
ration, horaivafter called Grantox", in considaration of
the gun of Ten and Mo/100 Dollars,-cash in hand paid, and
other good and valuable consideration, the receipt and suf-
ficioncy of which is haradby acknowledged, ddes hereby grant,
bargain, sell, convey and assign an undivided 333/2631 ine
tereit in and to all of the oil, gas and othor minarsls' ia
and under and that may be produced from the following dee
scribed lands in Eddy and Chaves Counties, New Mexicos

Lots 1 to 12 inclusive of Section 1, Lot 1, ecxcept
a five-acre tract ian the Northeast Cornexr thereof,
déscribed as follows: Beginning at tha Northeast
Corner of Lot 1, thence West 46 rods, thence South
18 rods, theance East.46 xrods, thence North 18 rods
to place of beginning; Lots 2, 7, 8 of 8S8ection 2, -
Lots 1, 2, 3,6, 7, 8, 9, 10, 11 of Section 3, Town~
ship 16 South, Rsange 23 East, SE/4 SE/4 of Section

. 71, 8/2 sW/4 and S%/4 SE/4 of Section 8, Township 16.
South. Ranze 26 !Ilt. R.H.P.H.. Kddi,Cmmty, Rew
Moxico; and E/2 E/2 of Section 22, KB/A, E/2 KW/4,
§W/4 XW/A, Section 23, W/2 KW/A, NW/4 SW/& Soction
26, wu/4 W/, W/2 NE/4 WA/4 Bection 26, /2 8E/4,

© W/2 SE/4, B/2 §W/& Soction 27, 8E/4 Sectiom 32,
E/2, 8W/4 Section 33, BE/4 Bection 34, Township 15
8outh, Range 25 East, K.M.P.M,, Chaves County, New
Maxico, and containing 2631 acres, more or less,.

SUBJECT TO Agresment dated March 23, 1950, between
Don Angle, et al, and Flint Production Company, -
Inc., recorded in Book 94 st Page 344 of the 011
and Gas Rocords of Eddy County, New Maxicoj and

igl;;sc: TC an 0il and Cas Leass dated March 31,

» batween Carper Drilling Company, Inc., at al
and Bdvard B, Einnay, recordsd in Boyk 100 at Frge’
291 of the 0i1 and Gas Records of Eddy County, New
Moxico, A ’ Cee

;ogozg:r'wuh thotrtxhi of ;::;ﬁ;:a and egress at all times
or purpose of mining 8 3y éxploring, operat

and daveloping said lands for oil, ia:npandoctr:r m::f.?:.
and storing, handling, transporting and merkesting the sine.
therefrom, uato the Grantess hersinaftor named, their heirs
:ndc::izu. in :hopmuu sek opposits their namos,

.
PSP S




% 571/66000 1,333/263
$1702/66000 of;333/2631

170266000 % 2’;333312531
702/66000%0£3333/2631




Shari Hodges

From: Shari Hodges [sharihodges@mycoinc.com]
Sent: Thursday, December 21, 2006 7:12 AM
To: 'Todd Gladis'

Cc: 'Hannah Palomin'

Subject: MYCO/Alfalfa: N.R.L.L.

Attachments: 259-975 AORI-NRLL.pdf

259-975
I-NRLL.pdf (126 KE
Todd: here is the assignment into NRLL. This along with the document in the
other e-mail will hopefully answer your questions. Let me know if you need something
else. Best, S.




s 02592973

ASSIGNMENT OP OVERRIDING ROYALTY INTRREST
XNOW ALL MEN BY THESE PRESENTS: THAT, WHEREAS, the undersigned is the owner
of an interest in valid and subsisting oil and gas leases in and under the
sagnhy following described property situated in ____ _Chaves .
*n2223 low €O __, to wit:
R H
L gz:gig
» 21234
» i.: § SEE EXMIBIT "A" ATTACHED HERETO AND MADFE A PART HERFOF
v, ; 34 g It 138 understood thatany monies found or curren’ly held in suspense '
f"' g!“ z and attributable to these interests shall become the pr ngertt)' of ce AN
s ef Gl; E\ THAT IN CONSIDERATION of the sum of Ten and no/100 ($10.00) and'StIdT AR3%C °
i‘ "‘g § and valuable conaideration, recaipt of which is hereby .

’l' R \ arknowledged, ___Leab B. Walirip. a widow . . whose addre~ss
Q ':'2 § 2 \ in aﬂ_ﬁnem_&nmuw_ﬂmminmn._’ﬂ'ﬂtcrﬂﬂhﬂuaﬁuured to as
\3; ; 2 “::;mmr N.R.L‘{‘;f.a. Iné.r;h’cnl!{ornia Co'i";.nt;'ra.érl sel) , ::i" ‘::::::

s sa8 * is ¥ine Goodycar, Irvine, Ca. 92718 " his heira and
Q ;2 : : assigns, hereinafter referred to as
N 'z‘ - “Assignee”, Al)l right title and intereatr in the oil,

0 ;: £ gar and casinghead gas, and other hydrocarbon substances produced, saved and
N\ =333 sold from the leases upon above land during the term thereof, same 1o be

;~, E delivered the pipeline free of cost to assignee, except gross production and

: i othtr taxes properly assasaable theresof.

' TO HAVE AND TO HOLD, the above described preperty and easement with all and
wingular the righta, privileges, and appurtenances thereunta or in ANy winy
belonging to the aaid GCrantee horain, their heirs, successors, personal

representatives, administrators, executors, -and asuigna forever, and Granter
dors  nersaby  warrant said ritle to Gerantes their heirs, enecutors,
aaminigtrators, personal ropresentatives, asuccesaurs and assigna forever and
doea  horeby agree to defend all and singular the said property unto the said
Grantese herein, their heira, successora executors, personal represontatives,
and asmigns against every person whomsocover claiming or to claim the same or
any part thereof.

SICNED, BEXBCUTED AND DELIVERED this 22

day
of November -, 19%k 95

) Y/ A

T. Travers Waltrip

Attorney in Fact
Br Y

STATE op Connecticut )

)ss. B
couNtY of MHRTFORD )

\MI& )ﬂ W . & Notary Public in and for the County

of _/fﬁl(TFOK.b ' and residing therein in the State sforesaid, do
hereby certify - hat _L_‘[Lugwllrln personally known to
me to be the same person whose name ia subscribed to the foregoing inatrument,
apprared bhefore me this day in person and acknowledged that he/she signed, :
sealed and delivered the said inatrument as his/her free and volunury act, fog '
the uases and purposes therein set forth. e kD

GIVEN under my hand and notarial seal theaa_?_‘_( day of f/OVi

My Cormmission Bxpires Notary Public
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Shari Hodges

From: Shari Hodges [sharihodges@mycoinc.com]
Sent:  Tuesday, December 19, 2006 10:24 AM
To: Todd Gladis'

Subject: RE: MYCO/Dung: Alfalfa.NRLL

Todd: could you pleése give me a call — 505.748.4290. We are proceeding on our well and need to wrap this up
one way or another before the state steps in to do it for us. You gain more by leasing that letting the state step in
and I'd like to discuss that with you. Thanks!! Shari

From: Todd Gladis [mailto:ToddG@landstaff.com]
Sent: Tuesday, December 19, 2006 9:22 AM

To: Shari Hodges

Subject: RE: MYCO/Dung: Alfalfa.NRLL

Sorry Shari. APN. An Assessor's Parcel Number of some kind to ID it to the county. We are having trouble
locating in our system on just the legal description. Just thought | would ask. It can be located.

Todd C. Gladis

Vice President of Compliance

NRP Holding Co., Inc.
LandAuction.com

One Mauchly

Irvine, California 92618

Phone/Fax: (949)672-3687

Email: toddg@landstaff.com
www.nationalrecreationalproperties.com
www.landauction.com

THE INFORMATION CONTAINED IN THIS ELECTRONIC MAIL MESSAGE IS PRIVILEGED AND
CONFIDENTIAL. THIS MESSAGE IS INTENDED ONLY FOR THE USE OF THE PERSON OR ENTITY TO WHOM
IT IS ADDRESSED ABOVE. If the reader of this message is not the intended recipient, you are hereby notified that any
dissemination, distribution or copying of this communication is prohibited. If you have received this communication in error,

please notify me immediately by reply email, permanently delete the original and any copy of this email from your system
and destroy any printout thereof.

From: Shari Hodges [mailto:sharihodges@mycoinc.com]
Sent: Tuesday, December 19, 2006 7:56 AM

To: Todd Gladis

Subject: RE: MYCO/Dung: Alfalfa.NRLL

Good morning Todd: | am not sure what you mean by APN? I'li give you a call. S.

From: Todd Gladis [mailto:ToddG@landstaff.com])
Sent: Monday, December 18, 2006 6:29 PM

To: Shari Hodges

Subject: RE: MYCO/Dung: Alfalfa.NRLL

12/192004
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Shari:
Do you have any.APN numbers or other identifiers for this property?

Todd C. Gladis

Vice President of Compliance

NRP Holding Co., Inc.
LandAuction.com

One Mauchly

Irvine, California 92618

Phone/Fax: (949)672-3687

Email: toddg@landstaff.com
www_.nationalrecreationalproperties.com
www_.landauction.com

THE INFORMATION CONTAINED IN THIS ELECTRONIC MAIL MESSAGE IS PRIVILEGED AND
CONFIDENTIAL. THIS MESSAGE IS INTENDED ONLY FOR THE USE OF THE PERSON OR ENTITY TO WHOM
1T IS ADDRESSED ABOVE. If the reader of this message is not the intended recipient, you are hereby notified that any
dissemination, distribution or copying of this communication is prohibited. If you have received this communication in error,
please notify me immediately by reply email, permanently delete the original and any copy of this email from your system
and destroy any printout thereof.

From: Shari Hodges [mailto:sharihodges@mycoinc.com]
Sent: Tuesday, December 12, 2006 9:54 AM

To: Todd Gladis

Cc: 'Hannah Palomin'

Subject: MYCO/Dung: Alfalfa.NRLL

Todd: just thought I'd touch base on this. Do you have any questions? Thanks, Shari

From: Todd Gladis [mailto: ToddG@Ilandstaff.com]

Sent: Friday, November 24, 2006 8:17 AM

To: sharihodges@mycoinc.com

Cc: Rob Friedman

Subject: FW: Oil & Gas

Greetings Sahri:

Please feel free to contact me at your earliest convenience.
Thank you.

Todd Gladis

From: Rob Friedman

Sent: Thu 11/23/2006 8:39 PM
To: sharihodges@mycoinc.com
Cc: toddg@landstff.com
Subject: Oil & Gas

Hi Sahri

12/19/7006A
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| have just receved your package and am one of the principals of NRLL, 1 will be out of the office for the next ten
days. However please feel free to contact Todd Gladis at the above email address to help you with your
endeavor.

Regards

Rob Friedman

12/1QM700NA




MYCO INDUSTRIES, INC.

OIL PRODUCERS
POST OFFICE BOX 840
ARTESIA, NEW MEXICO 88211-0840
Phone (505) 748-1471

January 3, 2007

VIA Federal Express #7980.7763.2229

Mr. Todd C. Gladis
NRP Holding Co., Inc.
One Mauchly

Irvine, California 92618

Re: Oil and Gas Lease
Dear Todd:

So, this is where MYCO Industries, Inc. (MYCO) stands on this mystery. As you know, MYCO first
became aware of NRLL's mineral position after our very competent contract landman, Bonnie, researched
the county records. After several conversations with you and others at NRLL it became clear to us that
you had nothing in your records so we began to wonder ourselves.

We asked Bonnie to consult with the number one oil and gas title attorney in Roswell, NM. Bonnie’s
analysis was confirmed. In Bonnie’s words, and in the attorney’s words, although the 1995 document is
titled "Assignment of Overriding Royalty", it was clear that Leah Waltrip's intent was to convey all her
right, title and interest in the oil gas and casinghead gas, and other hydrocarbons substances produced.

We recently received a Drilling Title Opinion prepared by a very well respected oil and gas attorney in
Midland, Texas and he has confirmed Bonnie's interpretation and the Roswell attorney's interpretation.

When we prepare to drill a well, we rely heavily on a Drilling Title Opinion- it is considered the true and
correct ownership breakdown. There is a title requirement as to the NRLL interest and that is to "Submit
for examination a corrected deed in which Leah B. Waltrip clearly describes the interest conveyed
thereby". Since Ms. Waltrip passed away in June 1997 that would be difficult because it would involve
tracking down whomever has the right to execute that sort of document.

- In spite of the mystery, MYCO is still willing to lease the 6.790460 acres shown to belong to NRLL for

$250/acre with a 1/5th royalty and a 3 year primary term. We will prepare the lease paperwork for your
review. We are more than willing to discuss all of this with you. You can reach me during normal
business hours at 505.748.4290 or after hours at 505.308.3040.

S, INC.

i Ege% CPL
Manage:

SDH/me
Enclosures



MYCO INDUSTRIES, INC.

OIL PRODUCERS
POST OFFICE BOX 840
ARTESIA, NEW MEXICO 88211-0840
Phone (505) 748-1471

September 26, 2006

Via Certified Mail/Return Receipt Requested

Elaine B. Flint
P.O. Box 1627
Lovington, NM 88260
Re:  Leasing Request
Chaves County, New Mexico
Dear Ms. Flint:

A check of the public records shows that you own mineral interest in the following lands:

T15S, R25E, N.M.P.M.
Section 32: SE4
(0.3013% mineral interest in 160.00 acres — 0.48203 acres)
Section 33: S2, NE4
(0.3013% mineral interest in 480.00 acres — 1.44620 acres)
TOTAL ACRES: 640.00 gross / 1.92823 net, more or less

MYCO Industries, Inc. (MY CO) respectfully request that you consider granting it a 1/5%, 5 year oil and
gas lease for a bonus consideration of $135 per net acre. If these terms are not agreeable to you, we invite
you to present a counter offer.

If this offer is acceptable to you, please sign where indicated below and return to our office by the close
of business on October 9, 2006. Upon receipt of your acceptance, we will prepare the oil and gas lease
and forward for your signature. Should you have a preference as to the oil and gas lease form, we would
be more than willing to review it.

If you wish to discuss this offer, please feel free to call Shari Hodges at 505.748.4290. We will be glad to
help in any way possible.

Best regards,
IVFYCO INDUYSTRIES, INC. ‘
NI~
Darr o’é@
Land Manager ™
SDH/me
Agreed to and accepted the above o0il and gas lease terms this day of » 2006.

Elaine B. Flint, a widow
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MYCO INDUSTRIES, INC.

OIL PRODUCERS
POST OFFICE BOX 840
O ARTESIA, NEW MEXICO 88211-0840
Phone (505) 748-1471

January 16, 2007
Via Certified Mail

Western Commerce Bank
P.O. Box 1627
Lovington, NM 88260
Attn: Rita

Re: Elaine B. Flint Estate
Dear Rita:

As a follow through to our conversation on January 5, 2007, enclosed is an 0il and gas lease covering the minerals
shown to belong to Elaine B. Flint. It is MYCO Industries, Inc.’s understanding that Western Commerce Bank is
the Trustee of the Elaine B. Flint Estate which holds any and all interests owned by Elaine B. Flint at the time of her
death. '

At your request, MYCO has furnished title information to Lynda Lloyd at the Laflin, Pick & Heer, P.A. law firm
who is the firm handling the probate for the Estate of Elaine B. Flint.

During our January 5, 2007 conversation, you agreed, as Trustee of the Elaine B. Flint Estate, to execute an oil and
gas lease for these minerals. MYCO requests that you also execute this letter agreement acknowledging that in the
event other documents need to be signed to effectuate this oil and gas lease, the bank will deliver such documents.

Please notice that we have left the Lessor blank on the enclosed oil and gas lease. We ask that you complete the
blank prior to executing the oil and gas lease. We were unsure exactly how you wanted it drafted. When you return
the lease and this letter agreement, please include a copy of the document that gives you the authority to sign on
behalf of the Western Commerce Bank and the Estate of Elaine B. Flint.

Upon receipt of the documents, we will forward to you the bonus consideration of $250.00/acre for the 2.41033 net
acres. In the meantime, should you have any questions, please feel free to call at 505.748.4290.

Best regards,

INDUSTRIES, INC.
y /Lé,‘ A - 3 -

Shari Darr Hodge

Land Manager
On this the day of January, 2007, on behalf of Western Commerce Bank, I acknowledge the understanding
and acceptance of this letter, .
By:
Print:

Title:




EXHIBIT “D”

Milo 33 Fee #1
S/2 Sec. 33-T15S-R25E
Chaves County, NM



Kevised as to location L/../5.ZU0Ub

AUTHORITY FOR EXPENDITU AFE DA Eﬁ"
R EXPENDITURE AFE DATE 9.5.2008|
MYCO INDUSTRIES, INC. NEW DRILLING, RECOMPLETION & RE-ENTRY WAFERD G 80)
P0. Bx 840 / 331 West Main, SleC  AFE Type: Well Objective:  Well Type: AFE STATUS:
Atesio, New Mexico 822100840 (X [New Drilling Oil |Deveiopment Original
Phone {505 46-M71 Recompletion X|Gas X {Expioratory Revised
|Re-entry Infector Final
Supplemental

LEASE NAME MILO 33 FEE #1 PROJDDEPTH  [5200° (W/ 3400° LATERAL)

COUNTY CHAVES STATE ,NEW MEXICO

FIELD HORIZON WOLFCAMP

LOCATION h§I2 of $33-T168-R26E (Surface~710'S & 186"E-Sec. 32) (Bottom—hole- 710'S & 660'E.

DIVISION CODE 100 DIVISION NAME Oil & Gas Division

DISTRICT CODE DISTRICT NAME

BRANCH CODE BRANCH NAME

PROGNOSIS: [NEW WELL - VERTICAL PILOT HOLE TO 5200". PLUG BACK AND DRILL 3400°' LATERAL IN THE WOLFCAMP,

[PER NMOCD RULE #111.

INTANGISLE DRILLING COSTS: DRYHOLE  COMPD WELL
920-100 Staking, Permit & Legal Fees 5,000 5,000}
920-110 Location, Right-of-Way 34,000 34,000
920-120 Drilling, Footage ” ]
920-130 Driling, Daywork _ 32-DAYS @ $18500/DAY 592,000 592,000
920-140 Drilling Water, Fasline Rental 27,000 27,000
920-150 Drilling Mud & Additives 45,000 45,000
920-160 Mud Logging Unit, Sample Bags 24,000 24,000
920-170 Cementing - Surface Casing 33,000, 33,000
920-180 Drill Stem Testing, OHT ]
920-190 Electric Logs & Tape Coples o 35,000 35,000]
920-200 Tools & Equip. Rnl., Trkg. & Weiding AND DIRECTIONAL TOOLS 225,000 zzs,o_o_o{
920-205 Control of Well-insurance 4,500( 4,500
920-210 Supervision & Overhead 35,000] 36,000
920-220 Contingency 10,000] 20,000
920-230 Coring, Tools & Service
920-240 Bits, Tool & Supplies Purchase 48,000 46,000
920-350 Cementing - Production Casing 68,000 68,000
920410 Completion Unit - Swabbing 48,000
920420 Water for Completion 20,000
920430 Mud & Additives for Compietion 2,000|
920440 Cementing - Completion |
620-450 Elec. Logs, Testing, Etc. - Completion 25,0001
920-460 Tools & Equip. Rental, Etc. - Completion 30,000
920-470 Stimutation for Completion 305,000
920-480 Suparvision & O/H - Completion 15,000
920-490 Additional LOC Charges - Completion 85,000
920-495 Contyol of WellHinsurance - Completion
920-510 Bits, Tools & Supplies - Completion 2,000
920-500 Contingency for Completion §0,000

TOTAL INTANGIBLE DRILLING COSTS ] 1,183,500] 1,755,500

TANGIBLE EQUIPMENT COSTS:

930-010 Christmas Tree & Wellhead 8,000 15,000]

930-020 Casing __ 8-5/8" @ 950° 22,000 22,000

512" @ 6200° 168,000

930-030 Tubing ~ 2-318" @ 5200° 54,000

930-040 Packer & Special Equipment 15,000}

940-010 Pumping Equipment

940-020 Storage Facilities :.ggg
940-030 Separation Equip., Flowlines, Misc. A

940-040 Trucking & Construction Costs 28.000‘

TOTAL TANGIBLE EQUIPMENT COSTS [ 30,000} 407,000

TOTAL COSTS [ 1,213,500] ___ 2,162,500]

IT IS RECOGNIZED THAT THE AMOUNTS PROVIDED FOR HEREIN ARE ESTIMATED ONLY AND APPROVAL OF THIS AFE SRALL EXTEND
TO THE ACTUAL COSTS INCURRED IN CONDUCTING THE OPERATIONS SPECIFIED WHETHER MORE OR LESS THAN HEREIN SET OUT.

[Prepamdeyl H.P, ms[ OX\V\LVV\AA/W J
l ]
L 1
l 1
L |

eC.

33



