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POOLED WORKING INTEREST OWNERS
(See Attached List)

Re: Acme 15 Fed Com 1
1650’ FSL & 1650’ FEL
E/2 Section 15-T19S-R31E
Eddy County, New Mexico

Ladies and Gentlemen:

Enclosed is Compulsory Pooling Case No. 14268, Order No. R-13059-A which effectively pools
the uncommitted working interests from the surface to the base of the Morrow formation in the
E/2 of Section 15-T19S-R31E, Eddy County, New Mexico for the drilling of the Acme 15 Fed
Com 1 well (APl No. 30-015-36748). This Order also designates Devon Energy Production
Company, L. P. (“Devon”), as the operator.

A copy of Devon’s Authority for Expenditure (AFE No.145357)' reflecting the estimated dry hole
cost of $3,134,200.00 and completed well costs of $4,059,700.00 for this project is also
enclosed.

In accordance with Paragraph (10) on Page 4 of Order No. R-13059-A, please make an election
with respect to the drilling and completion of the referenced well within thirty (30) days of receipt
of this notice.

If there are any questions or if additional information is required, please feel free to call me at
(405) 228-8589.

Sincerely,

DEVON ENERGY PRODUCTION COMPANY, L. P.

Brett A. Hudson
Landman

Enclosures

o David Brooks
Oil Conservation Division
State of New Mexico =
1220 South St. Francis Drive
Santa Fe, New Mexico 87505




POOLED INTEREST OWNERS

ACME 15 FEDERAL COM 1
SECTION 15-T19S-R31E
EDDY COUNTY, NEW MEXICO

Badger Energy, Inc.
3325 N. Enterprise Dr.
Hobbs, NM 88240

Amity Oil Company, Inc.

c/o Pulliam & Cable, P. C.

6116 N. Central Exprwy, Ste 1000
Dallas, TX 75206

Anadarko Petroleum Corporation
Anadarko Corporate Office

1201 Lake Robbins Drive

The Woodland, TX 77380

Dorchester Master Limited Partnership
3838 Oak Lawn Avenue
Dallas, TX 75219

Pioneer Natural Resources USA
303 W. Wall St #101
Midland, TX 79701

Brad D. Bassore
P. O. Box 4028
Albuguerque, NM 87101

Amax Oil & Gas, Inc.
P. O. Box 42806 _
Houston, TX 77042

Don McClung

Cimarex Energy Co.

600 N Marienfeld St # 600
Midland, TX 79701

(432) 570-6581




: v STATE OF NEW MEXICO —
ENERGY MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATT.JR OF- THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR| THE PURPOSE  OF
CONSIDERING:
' CASE NO. 14268
ORDER NO. R-13059-A

APPLICATION OF DEVON ENERGY PRODUCT_ION COMPANY FOR
COMPULSORY POOLING, EDDY COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION:

This case came on for hearing at 8:15 am. on January 22, 2009, at Santa Fe, New
Mexico, before Examiners Richard Ezeanyim, and Terry Warnell.

NOW, on -this 11" day of February, 2009, the  Division ,Director, having
considered the testimeny, the record and the recommendations of the Examiners,

FINDS THA.?F :
(1) Due pubhc notice has been given, and the Division has jurisdiction of this
case and of the subjet,t matter

(2)  The applicant, Devon Energy Production Company (“Applicant”), seeks
an order pooling all uncommitted interests from the surface to the base of the Morrew -
formation underlying the E/2 of Section 15, Township 19 South, Range 31 East, NMPM
Eddy County, New Mexico, in the following manner: '

The E/2 to form a standard 320-acre gas spacing and proration unit for any
formations and/or pools developed on 320-acre spacing within that vertical extent,
which presently include but are not necessarily limited to the West Lusk-Morrow
Gas Pool;

The SE/4 to form a standard 160-acre oil or gas spacing and proration unit for any
formations and/or pools developed on 160-acre spacing within that vertical extent,
which include but are not necessarily limited to the Undesignated Lusk-Strawn
Pool: and ‘

V-

The NW/4 S¥/4 to form a standard 40-acte oil spacing and proration unit for any
formations and/or pools developed on 40-acre spacing within that vertical extent,
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which include but are not necessarily limited to the Undesignated West Lusk-
Yates Pool, ‘Undesignated Hackberry-Delaware Pool, and Undesignated
Hackberry-Bone Spring Pool.

The above-described units (“the Units”) are to be dedicated to the Applicant’s proposed
Acme “15” Federal Com. Well No. 1 (API #30-015-36748) to be drilled at a standard gas
well location 1650 feet from the South line-and 1650 feet from the East line (Unit J). of
Section 15 to test all formations from the surface to the base of the Morrow formation.

3) The primary target is the Morrow formation and the secondary target is the
Strawn formation. There were several working interest owners in the Strawn formation in
the NE/4 SE/4 of Section 15 who were not pooled by Order No. 13059 issued in Case
No. 14244 on November 20, 2008. At the time Case No. 14244 was filed, title
information in the NE/4 SE/4 of Section 15 was not complete, and Devon had to move
forward with the pooling of the E/2 of Section 15 as to the Morrow formation because of
an expiring lease.

(4 Devon intends to drill the well to the Morrow formation, and if the
Morrow formation .is not productive, it intends to re-complete the well in the Strawn
formation. Devon also seeks approval of the allocation formula as to a completion
attempt in the Strawn formation. . '

(5) Two or more separately owned tracts are embraced within the Units,
and/or there are royalty interests and/or undivided interests in oil and gas minerals in one
or more tracts included in the Units that are separately owned.

(6) Applicant is an owner of an oil and gas working interest within the Units.
Applicant has the right to drill and proposes to drill its Acme “15” Federal Com. Well
No. 1 (API #20-015-36748) at a standard gas well location in the NW/4 SE/4 of Section

15.

(7) . There are interest owners in the proposed Units that have not agreed to
pool their interests. However, title information in the Strawn formation in the NE/4 SE/4
of Section 15 is complex and unclear, thereby requiring the need to set up an escrow
account. '

(8) To avoid the drilling of unnecessary wells, protect correlative rights,
prevent waste and afford to the owner of each interest in the Units the opportunity to
recover or receive without unnecessary expense its just and fair share of hydrocarbons,
this application should be approved by pooling all uncomrmtted interests, whatever they.
may be, in the oil and gas within the Units. :

9) The applicant should be designated the operator of the subject well and of
the Units. : ' '
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(10) Any wooled working intérest owner who does not pay its share of
estimated well costs should have withheld from production its share of reasonable well
costs plus an additional 200% (pursuant to Rule 35.A) thereof as a reasonable charge for
the risk involved in drilling the well.

(11)  Reasonable charges for supervision (combined fixed rates) should be fixed
at $6,600.00 per month while drilting and $660.00 per month while producing, provided
that these rates should be adjusted annually pursuant to Section I11.1.A.3. of the COPAS
form titled “Accounting Procedure-Joint Operations.”

IT IS THEREFORE ORDERED THAT:

€y Pursuant to the application of Devon Energy Production Company, all
uncommitted interests from the surface to the base of the Morrow formation underlying
the E/2 of Section 15, Township 19 South, Range 31 East, NMPM, Eddy County, New
Mexico, are hereby pooled in the following manner:

-The E/2 to form a standard 320-acre gas spacing and proration unit for any
formations and/or pools developed on 320-acre spacing within that vertical extent,
which presen&{;ly include but are not necessarily limited to the West Lusk-Morrow
Gas Pool; '

The SE/4 to form a standard 160-acre oil or gas spacing and proration unit for any
formations and/or pools developed on 160-acre spacing within that vertical extent,
which include but are not necessarily limited to the Undesignated Lusk-Strawn
Pool; and ' ’ ' ‘

The NW/4 SE/4 to form a standard 40-acre oil spacing and proration unit for any
formations and/or pools developed on 40-acre spacing within that vertical extent,
which include but are not necessarily limited to the Undesignated West Lusk-
Yates Pool, Undesignated Hackberry-Delaware Pool, and Undesignated
Hackberry-Bone Spring Pool.

The above-described. units (“the Units™) shall be dedicated to the Applicant’s proposed
Acme “15” Federal Com. Well No. 1 (API #30-015-36748), to be drilled at a standard
gas well location 1650 feet from the South line and 1650 feet from the East line (Unit J)
of Section 15, to test all formations from the surface to the base of the Morrow formation.

(2) Devorf5 shall initially test the Morrow formation, which is the primary
target, and if the Marrow formation is not productive, Devon shall then recomplete the
well to the Strawn formation.

(3) The cost allocation formula proposed by the applicant as shown in Exhibit
No. 8 attached to this order for a completion attempt in the Strawn formation is fair and
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reasonable and shall be adopted in this-case. This cost allocation formula shall also be
adopted should a dual completion attempt be made in the Morrow and the Strawn
formations.

4 Devors Energy Production Company is hereby designated the operator of
the subject well and of the Units.

(5) The operator of the Units shall commence dnllmg the proposed well on or
before February 28, 2010, and shali thereafter continue drilling the well with due
diligence to test the Morrow and Strawn formations. '

(6) In the event the operator does not commence drilling the proposed well on
or before February 28, 2010, Ordering Paragraph (1) shall be of no effect, unless the
operator obtains a time extension from the Division Director. for good cause.

(7) Should the subject well not be drilled and completed within 120 days after
commencement thereof, Ordering Paragraph (1) shall be of no further effect, and the Unit
created by this Order shall terminate unless the operator appears before the Division,
Director and obtains an extension of time to complete the well for good cause
demonstrated by satisfactory evidence.

(8) Upon final plugging and abandonment of the subject well, and all other
wells drilled on the Units pursuant to Division Rule 13.9, the pooled Units created by this
Order shall terminate, unless this-order has been amended to authorize further operations.

) After pooling, uncommitted working interest owners are referred to as
pooled working interest owners. (“Pooled working interest owners” are owners of
working interests in the Units, including un-leased mineral interests, who are not parties
lo an opcrating agrecment governing the Units.) After the eifective date of this order, the
operator shall furnish the Division and each known pooled working interest owner in the
Units an itemized schedule of estimated costs of drilling, completing and equipping the
subject well (“well costs”). |

(10)  Within 30 days from the date the schedul: of estimated well costs is
furnished, any pooled working interest owner shall have the right to pay its share of
estimated well costs to the operator in lieu of paying its share of reasonable well costs out
of production as hereinafter provided, and any such owner who pays its share of
estimated well costs as provided above shall remain liable for operating costs but shall
not be liable for risk charges. Pooled working interest owners who elect not to pay their
shme of estimated well costs as provided in thls paragraph shall theleaftel be referred to
as “non-consenting working interest owners.’ -

(11)  The operator shall furnish the Division and each known pooled working
mterest owner (including non-consenting working interest owners) an itemized schedule
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- of:actual well costs within 90 days: following' completion of the proposed. well. If no
~ objection to the actudl well costs is received by the Division, and the Division has not

objected within 45 days following receipt of the schedule, the actual well costs shall be

_ deemed to be the reasonable well costs. If there is an objection to actual well costs within

the 45-day period, the Division will determine reasonable well costs after public notice

and hearing.

(12) Withili 60 days following deétermination of reasonable well costs, any

' 'poolea working interest owner who has paid its share of estimated costs in advance as

provided above shall pay to the operator its share of the amount that reasonable well costs
exceed estimated well costs and shall receive from the operator the amount, if any, that
the estimated well costs it has paid exceed its share of reasonable well costs.

(13) The operator is hereby authorized to withhold the following costs and
charges from production:

(a)  the proportionate share of reasonable well costs
attributable to each non-consenting working interest
: owner; and

(b) as a charge for the risk involved in drilling the well,
200% of the above. costs.

(14) The operator shall distribute the costs and charges withheld from
production, proportiohately, to the parties who advanced the well costs.

(15) Reasonable charges for supervision (combined fixed rates) are hereby
fixed at $6,600.00 pe1 ‘month while drilling and $660.00 per month while p1oducmg,
provided that these rates shall be adjusted annually pursuant to Section [il.1.A.3. of the
COPAS form title¢ “Accounting Procedure-Joint Operations.”  The operator is
authorized to withhold from production the proportionate share of both the supervision
charges and the actual expenditures required for operating the well, not in excess of what
are reasonable, attributable to pooled working interest owners.

(16) Except as provided in Ordering Paragrapiis (13) and (15) above, all
proceeds from production from the well that are not disbursed for any reason shall be
placed in escrow in Eddy County, New Mexico, to be paid to the true owner thereof upon
demand and proof of ownership. The operator shall notify the Division Records Clerk in
Santa Fe of the name and address of the escrow agent within one (1) year from the date of
issuance of this order.

(17)  Any unleased mineral interest shall be considered a seven-eighths (7/8)
working interest and a one-eighth (1/8) royalty interest for the purpose of allocating costs
and charges under this order. Any well costs or charges that are to be paid out of
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production shall be withheld only from the working interests’ share of production, and no

costs or charges shall be withheld from production attributable to royalty interests.

(18)  Should- all the parties to this compulsmy pooling order reach voluntary
agreement subsequent to entry of this order, this order shall thereafter be of no furthe1
effect.

- (19)  The operator of the well and Units sh'\ll not:fy the Division in writing of
the subsequent voluntary. agreement ot all partles suLJu,t to ihe forced pooiing provisions
of this order.

(20)  This order replaces and supersedes original Order No. R-13059 in its
entirety. '

(21)  Jurisdiction of this case is retained for the entry of such further orde1s as

. the Division may deun necessary.

DONE at Santa Fe New Mex1c0 on the day and year hexemabove dest gnated
STATE OF NEW MEXICO
OIL CONShRVATION DIVISION

MARK E. }ES\/IIRE PE
irector
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AAP.L.FORM 610 - MCDEL FORM CPERATING AGREEMENT - 1989

hereby grants to Operator full right, pswer and authority to exceute in cach such party's name and on its behalf any financing statement which
Operator deeis necessary in order Lo perfect the security interest horeby granted under the applicable Uniform Commercial Code.
L. -Legal COSlS' ) ) ' -

In the cvcnt Operalor slmll avir be required to bnn;:, legal plocgcdmgs in mdu lo collect any sums due from any Non-Operators under
this Aglccmcm then Operator shal. also be entitled to recover all court costs, costs of collection and a reasonable atlorney's fee, which the
lien plOVldbd for herein shall also secure.

M. Controlling L'mgu'lﬂe.

In the event of a conflict between the provisions: of llus Article XVI and any other pxovxsxon of this Operaling Agleement the
provnslons of this Article XVI shall control zmd prevail.
N. Qperator Indemnity: ) .

L. Nolwxlhstandmg any provision contained huun to the contrary, Opcmlox chall not be obliged to perform nor shall be liable for its
failure to perform or to continue any work ar sncur any ..‘(pt‘ndllu = or indebtedness hereunder for th. Joint Aecdunt unti! all funds requested

- of Non-Operators pursuant to cash calis given in accordance with the a,)phcaulc provisions hires have been received by Operator.

2.- Any provision of this Agrecement to the conlrary no(wuhstandmg, and without limiting any other provision of this Agreement
(including, again without limitation Article V.IA.); Opémtor shall not be liable to the other paities for any failqre of Operator, excepl such
failures as may result from willful misconduct, to comply with the requirements of any Federal, state or local ordinance, statute, law, rule,
regulation or procedure, pertaining to the establishunent of prices for oil, gas or other minerals, or to the classification of wells for such
purpose, or pertaining to any oth(.r ‘matter related to the regulation of emxtlmnents supply, demand, allocation, delivery, contracling for or
pricing of oil, gas or other mmcmls it bemg undcxslood and agreed by all parties (hat compliance with current laws and regulations is subject
to confusion and to nuwimerous risks, uncenamllcs, conﬂxctmg opinions and burdensome filing requirements. Any liability for refund of sums
obtained because the parties have been paid amounts in cxcess of lawful prices shall be borne severally by the paities to the same cxtent that
such excess funds werc paid to the paitics.

" An Al‘E is an cstiinate only [+ cosls in no way shall lhc cxccuuon ofan AFE: lmm lhc, habxlxly ol the pm Ly

qerJ-'

In the event any Parly shall ﬂ.ll to makc thc axmngemcnls necessary to take in kind or separately dxsposc of its proportionate share of
the oil and gas pxoduced from the Commct Area, Opemlor shall have the right , but not the obligation, to purchase such oil and gas or sell it

to others at any time and fonm time to time, for the account of the non-taking party; and Operator will use its best efforts o market Non-

Operators share of' oil and gas on the same terms that Operator markets its own share of such production. .Any. such purchase or sale by )

Operator shall be subject always to th'c“righl of the owner of the production to exercise at any time its right to take in kjﬁd or separalely
dispose of its share of all oil and gas no( previously delivered o a purchaser by the giving of writlen notice thereof to Operator at least thirty
(30) days prior to its requesled taking (the “Taking Date™); such notice shall be deemed effective on the first day of the next month (ollowing
the Taking Date. Any purchase or sale by Operator of any other party’s share of oil and gas shall be only fur such reasonable periods of time

as are consistent with the minimum needs. of the. industry under the particular circuimstances, but in no event for a period in excess of one (1)
year. ' ) : )

J. Minodatory € Jlonzi- sulil-spacing gt Conar act 1\1 l‘-.))
Notwithstanding the other proviSién:: hereof, and particularly Asticle V1, if any well proposed hereunder is an obligation well, a party
not participating in drilting the well shall assign to the participating partics its interest in the leases or portion thercof which would be lost o
not earned if the well was not drilled. Such assignment shall be due upon the commencziment of operations for such well and shall be free
and clear of all mortgages (unless such mortgages are subordinated to this Agreement), ciaims, liens, overriding royalty interests, production
payments, net profits interests, and'olher encumbrances or leasehold burdens placed thereon by or resulting from the Assignor’s ownership
and operations subsequsns to the date of this Operating Agreeincnt, but otherwise without warranty of tiile, either express or implied. An
“obligation well” 15 delined as’a well which must be drilled to'earn or maintamn a lease or portion thereof which cannot otherwise be
mammmed A vrell proposed within the last onc hundred ughty (180) duya of the primary term of a lease (whether as a unit well or lcase
well) shall constitute an obhgauor well”,

In the event a puxlv should piopose to rework or recomplete a wcll whxch has ceased to ploducc and such operation is necessary (o
perpetuale a lease or leases whicts would otherwise expire, a party choosmg lo go non-consent on such operation shall assign to the
Consenting Parties its terest in thﬂcaac or leases or portion lhexeof which would expuc ifthe proposed operation was not conducted. Such
assq,mncm shall be made in the manncx p10v1dcd {or hercinabove for the dnllmg of an obhgatmn well.

R Drilling Costs : : ) . ) )
The entire cqst’of drilling the wal_ to_a depth to lest the Mormow formation will be iaitially borne by the working interest owners
owning an interest in all formations iess and except the-Strawn formation (“Other Fermations™ as reflected on Exhibit “A”, Contract Asca A.
The following working intersst owners own SLruwn formation rights onjy as retlected on Exhibit “A” Contract Area B.:

Badger Energy, Im, , Amity oil Comp.my, Doxchc.\.len Lunlled Partnesship, Awmax Oil & Gas, Inc. or thzxr |<_.,pcclnu successors and
assigns or affiliates, .

Should the wel! he completed in the Sti
working' inters: owners i the Other Founats 3t
ILA2.b. {Footayge Rar Jas Fallows:

n formation, the Wi ownars namied above whe own-Stawn rights only shall reimburse the
in accordance with COPAS Eadiclio Accounting Guidehne AG-1 dated April 2603, Acticle

All Pre-casing Point Cuits wis lcl can be solated 10 e Strawn tormating or ey nations (L.g.. 1y, testing, coring, {shiug,
cie.Y wili be paid for by the paiti 2 ntersl ovoers B the cular zones. Al other Pre-cesing Point Costs “remaining

st snai) be borue by varics paticipari 1;), oweers, accuiding to theic w'.puc:.:\-'c part’cipating interests 1n wae formations involved as
"nllm\'q' : i

Wi Strawn Foration Only =142 x footaee 12 base of Strziwn formation x REMAINING COSTS
TOTAL DEPTH

WI in Other Formations =1/2 +'§ )DldgL 1o the base of tie Struwn fonnmmn X REMAINING COSTS
: “ TOTAL DEPTH

Pius: 100% > foomgc fromt bise of Sirawn founation x REMAINING LO.)TS
: TOT. AL DEPTH

'0il Conservation Division
i ~
AT ~ CaseNo. _
Exhibit No. _
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Should a dual completion allesipt be made in both tie Stiawn formation or Other Formations, all completion costs that can be isolated to

the Suawn formation or Other Forviations shall'be paid lor by the participating working intercst owners of those particula” {ormations. All

3 other costs, with the exception of casing-anid tubing shall be paid o1 equally by the participants in the Strawn formation and lhc pamcmanls in
4 the Other Formations. Al casing and tubing shall be paid for as 1ollows

Average costs of casing and tubing fiom the surface to ihe basc of the Strawn formation:

6 .

7 Participants in the Strawn fonmation . =1/2 .
8 " Patticipants in Other Formations =~ = 1/2
9

Average costs of casing and tubing from the base of the Strawn formalion to total depth shall be borne 100% by the participants in the
10 Other Formations. .

174 -
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Should a dual completion attesapt be made in both the Strawn formation or.Other Formations, all completion costs that can be :solated to
the Strawn formation or Other Forz;ations shall'be paid for by the participating working interest pwrers of thosé particula~ formations. All
3 other costs, with the exception of casing-and tubing shall be paid for equally by the partlcnpants inthe Slmwn formation and the pamclpanls in
4 the Other Formatlons All casmg aud tubing shall be paid lor as follows

" Average costs of casing and fubing from the surfacc to tic base of the Slrawn fommlion:

6 . . :

7 ) Participants in the Strawn formation . =1/2 .
3 : " Participants in Other Formations | = = _1/2
9

Average costs of casing and tubing from the base of the Strawn formation to total depth shall be borne 100% by the participants m the
10 Other Formations. .
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|
GAS
OIL

DRILLING

COMPLETION

AFE NO.:
Lease Name

devon

20 N. BROADWAY, SUITE 1500, OKLAHOMA CITY, OK 73102

AUTHORITY FOR EXPENDITURE

DRILLING/COMPLETION COST ESTIMATE

145357 AFE Date:  09/15/2008

-Well#: Acme 15 Fed Com 1

Legal Description: NE SE Section 15-T19S-R31E

AUTHORITY REQUESTED TO: .

County/Parish:
State:
Prepared By:

Eddy

New Mexico
Ortiz, Marcos

AFE to cover costs to drill and complete the Acme 15 Fed Com #1 to the Lower Morrow with a TD of 12,725'.

Intangible Drilling Completion | Dry Hole Total
Code
Description Costs Costs Costs Costs

011 | DRILL-LAND, LEGAL 15,000 0 0 15,000 |

011 | LAND, LEGAL | 0| 500 of 500 |

012 | COMPL-SURF DAMAGES/RIGHTOFWAY | 0| 6,000 o] 6,000 |

012 | DRILL-SURF DMGS/RIGHT OF WAY | 1,500 | 0 | 0 | 1,500 |
[o13 | comp-LocATION, ROADS, PITS, NS | o| 6,300 0| 6,300 |
|03 | DRILL-LOCATION,ROADS, PITS, FNCS | 55,000 0| 0| 55,000 |
|£14 | ARCHEOLOGICAL TESTING | 2,000 0| o| 2,000 |
[019 | DRILL-OTHER SITE PREPARATION | 10,000| o o] 10,000 |
| 019 | OTHER SITE PREPARATION | o 8,000| ol 8,000 |
[043 | DAYWORK | 800,000 80,000 | 0| 880,000 |
|044 | DRILL-MOB/DEMOBILIZATION | 150,000 o o| 150,000 |
| 049 | OTHER CONTRACTOR SERVICES | 0| 50,000 o| 50,000 |

101 | DRILL BITS | 80,000 0| ol 80,000 |
Lloz | COMPLETION FLUIDS | 0 | 24,000 0 24,000 |
| 102 | DRILL-DRILLING FLUIDS | 85,000 o of 85,000 |
| 103 | DRILL-SURFACE RENTAL TOOLS & EQUIP | 75,000 o o| 75,000 |
[103 | SURFACE RENTAL TOOLS & EQUIP (incl. foam/air u | of 45,000 of 45,000 |
| 104 | coMPL-DOWNHOLE RNTL TOOLS & EQ | o 5,000| 0 5,000 |
[ 104 | DOWNHOLE RENTAL TOOLS & EQUIPMENT | 25,000 | q o] 25,000 |
| 105 | cLosED LooP sysTEM cOsTS | 250,000 0| o| 250,000 |
E 09 [ DRILL-OTHER MATRLS & SUPPLIES | 2,000 0 | 0 ] 2,000 |
| 109 | OTHER MATERIALS & SUPPLIES | 0| 2,500/ o| 2,500 |
L201 | DRILL-WELD, ROUTABOUT & OTHER | 10,000 o[ 0 ] 10,000 |
L201 | WELDING, ROUSTABOUTS & OTHER SERV | 0| 70,000 o] 70,000 |
Lzoz | COMPL-DIRT WORK & HEAVY EQUIPN | K 8,000] o'I 8,00ﬂ-
Lzoz | DIRT WORK & HEAVY EQUIPMENT | 5,000 0| o 5,000 |
|203 | DRILL-TRUCKING & HOTSHOT | 30,000 0l o] 30,000 |
| 203 | TRUCKING & HOTSHOT | o 7,000 o 7,000 |
| 204 | PIPELINE INSTALLATION | 0| 20,000 Kdi 20,000 |
[251 | CEMENT & CEMENTING SERVICES | 55,000 65,000 of 120,000 |
L254 | FLOWBACK EQUIP-TESTING SERVICES | o 11,000| 0| 11,000 |
[255 |DpRILL-LOGGING | 85,000| q 0| 85,000 |
|255  |Locame ‘ o] 50000 0 50,000 |
L257 | DRILL-OPEN HOLE EVALUATION | 35,000 | 0 | 0 | 35,000 |
| 259 | cASING & TUBULAR SERVICES | 20,000 20,000 of 40,000 |
L263 E)RILL-FLUID DISPOSAL | 15,000 o| 0 | 15,000 |

Please include/attach well requirement data with ballot.
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20 N. BROADWAY, SUITE 1500, OKLAHOMA CITY, OK 73102
o AUTHORITY FOR EXPENDITURE
T DRILLING/COMPLETION COST ESTIMATE

AFE NO.: 145357 AFE Date:  09/15/2008 County/Parish:  Eddy

Lease Name - Well#2  Acme 15 Fed Com 1 State: New Mexico
Legal Description: NE SE Section 15-T19S-R31E Prepared By: Ortiz, Marcos
AUTHORITY REQUESTED TO:

AFE to cover costs to drill and complete the Acme 15 Fed Com #1 to the Lower Morrow with a TD of 12,725".

Intangible Drilling Completion | Dry Hole Total
Code

Description Costs Costs Costs Costs
263 FLUID DISPOSAL 0 7,000 0 7,000 |
| 265 | STIMULATION & GRAVEL PACK | o|  250,000] 0| 250,000 |
| 269 | COMPL - CONSULTANTS | 0 | 20,000 0 | 20,000 |
| 269 | CONSULTANTS | 85,000 | 0 | ﬂ 85,000 |
| 281 | coMmmunIcaTION SERVICES | 3,800 o 0| 3,800 |
|302 | DRILL-WATER | 50,000| o 0| 50,000 |
| 306 | DRILL-POWER & FUEL | 100,000 | o 0| 100,000 |
| 307 | DRILL - DYED DIESEL | 25,000 | 0 | 0 | 25,000 |
| s01 | PULLING & SWABBING UNITS | 0| 85,000 0| 85,000 |
| 503 | BACKFILL PITS/RESTORE LOCATION | 50,000 | 15,000 | oJ 65,000 |
|s52 | DRILL-SAFETY EQUIP & TRAINING | 5,400 0l 0| 5,400 |
| 552 [ SAFETY EQUIPMENT & TRAINING | ﬂ 500 | o] 500 |
[559 | cOMPL-ENVMNT & SAFETY MISC | 0| 1,700| 0| 1,700 |
| 711 | COMPANY SUPERVISION | 0 L 3,000| 0 | 3,000 |
| 721 | coMpL- coMPLETION OVERHEAD | 0| 6,000 0| 6,000 |
| 731 | consTruCTION OVERHEAD | 0 1,500 0 1,500 |
|s31 | vEHICLE ExPENSE | 0| 500| o| 500 |
| s65 | COMPANY BENEFITS | o 1,000 | 0 | 1,000 |

| 395 | DRILL-TAXES -OTHER IDC | 140,000 0 o] 140,000
| Total Intangibles | 2264700]  s69,500] o] 3134200

Cote Tangible Drilling Completion | Dry Hole Total

Description Costs Costs Costs Costs
284 | COMPL-SCADA-PROGRAMMING 0 10,000 0 10,000 |
| 285 | COMPL-SCADA-LABOR [ 0| 5,ooo| 0| 5,000 |
| 286 | coMPL-SCADA-EQUIPMENT | 0| 5,ooo| 0 5,000 |
| 901 | sURFACE cAsiNG | 44,000 | ol 0 44,000 |
|902 | INTERMEDIATE cASING | 250000] o o| 250,000 |
| 903 | PRODUCTION CASING | 0| 325,ooo| 0 325,000 |
| 904 | conpUCTOR CASING/DRIVE PIPE | 4,000 0| 0 4,000 |
|o15 | TUBING | o| 100,000 0 100,000 |
| 925 | suBsuRFACE EQuIP | 0| 36,000 0 36,000 |
[ 931 ] WELLHEAD VALVES & EQUIPMENT | 9,500| 7,000 | 0 ] 16,500 ,
| 941 [ TANKS | 0 | 35,000 | 0 ] 35,000 |
| 945 | TREATING EQUIPMENT | o 2500 o 25,000 |
|962 | compL-STEEL & LINE PIPE | 0| 30,000 o| 30,000 |
| 964 | COMPL-METERS AND FITTINGS | 0 | 35,000 | | 0 l 35,000 |

Please include/attach well requirement data with ballot.
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DRILLING .
LG AUTHORITY FOR EXPENDITURE
DRILLING/COMPLETION COST ESTIMATE
AFE NO.: 145357 AFE Date:  09/15/2008 County/Parish:  Eddy
Lease Name - Well#:  Acme 15 Fed Com 1 State: New Mexico

Prepared By: Ortiz, Marcos

Legal Description: NE SE Section 15-T19S-R31E

AUTHORITY REQUESTED TO:

AFE to cover costs to drill and complete the Acme 15 Fed Com #1 to the Lower Morrow with a TD of 12,725".

Tangible Drilling Completion Dry Hole Total
Code
Description Costs Costs Costs Costs
986 COMPL-SURFACE-OTH TANG EQUIPMENT 0 5,000 0 5,000
Total Tangibles 307,500 618,000 0 925,500
TOTAL ESTIMATED COSTS 2,572,200 1,487,500 0 4,059,700

Note: Costs and participations are generally estimates. Billings will be based on actual expenditures

WORKING INTEREST OWNER APPROYAL

Company name:

Signature: Print Name:

Title:

Date:

Email:

Please include/attach well requirement data with ballot,




