Submut 3 Copies To Appropriate District State of New Mexico Form C-103
O,fﬁcﬁa,‘ Energy, Minerals and Natural Resources June 19, 2008

WELL API NO.
30-015-02291

5. Indicate Type of Lease

1625 N French Dr., Hobbs, NM 87240
Dustrict 11

OIL CONSERVATION DIVISION
District 111 1220 South St. Francis Dr.
1000 Rio Brazos Rd , Aztec, NM 87410 Santa Fe, NM 87505 STATE [xI  FEE [

6. State Oil & Gas Lease No.

1301 W. Grand Ave , Artesia, NM 88210

District [V
1220 S. St. Francis Dr., Santa Fe, NM
87505

SUNDRY NOTICES AND REPORTS ON WELLS ‘ 7. Lease Name or Unit Agreement Name:
(DO NOT USE THIS FORM FOR PROPOSALS TO DRILL OR TO DEEPEN OR PLUG BACKTOA | State 648
DIFFERENT RESERVOIR. USE "APPLICATION FOR PERMIT" (FORM C-101) FOR SUCH

s

PROPOSALS.) (proposed EMU #167 see below)
1. Type of Well: DEC 1 8 2008 8. Well Number
Oil Well [x] Gas well [ Othel mmrm oo 167
2. Name of Operator T YulAK] ESIA 9. OGRID Number
Stephens & Johnson Operating Co 019958
3. Address of Operator 10. Pool name or Wildcat
P 0 Box 2249 E Millman Y-SR-Q-G-SA
4. Well Location
Unit Letter A . 760 feet from the___North line and 660 feet fromthe____East  line
Section 22 Township 19S5  Range 28E NMPM Eddy

11. Elevation (Show whether DR, RKB, RT, GR, etc.) e

" 12. Check Appropriate Box to Indicate Nature of Notice, Report, or Other Data

NOTICE OF INTENTION TO: SUBSEQUENT REPORT OF:
PERFORM REMEDIAL WORK [C]  PLUG AND ABANDON [] | REMEDIAL WORK ] ALTERING CASING []
TEMPORARILY ABANDON  [[]  CHANGE PLANS [J |COMMENCE DRILLING OPNS. [] P AND A O
PULLORALTERCASING ~ [] muLTiPLEcoMPL [] | CASING/CEMENT JOB ]

DOWNHOLE COMMINGLE ~ []

OTHER: [] |OTHER: change well name x]

13. Describe proposed or completed operations. (Clearly state all pertinent details, and give pertinent dates, including estimated date
of starting any proposed work). SEE RULE 1103. For Multiple Completions: Attach wellbore diagram of proposed completion
or recompletion.

Please be advised that this well is included in the EMU Consolidation Agreement (see attached);
however, the lease/well name was never changed to reflect the consolidation. We would Tike
to change the well name to: East Millman Unit No. 167

Note: Stephens & Johnson Operating Co. (019958) acquired this well effective Nov 1, 2008 from
Ameristate Petroleum.

Spud Date: Rig Release Date:

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

SIGNAT QAQ// o TITLE Production Analyst DATE ___12-15-2008
/ dcrabb@s joc.net

Type or print name Devire D Crabb E-mail address: PHONE _940-716-5376

For State Use Only

APPROVED BY. - TITLE DATE

Conditions of Approval (if any):
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LEASE CO:SALIDATIOL
AlD POOLIIG AGREEMENT

THIS AGREEMENT, made and entered into by and
between the parties subscribing hereto, such parties ﬂi;
-~

ing hereinafter referred to as “parties hereto’, =
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TMENEAS, the Commissioner of Public Lands of
the State of ilew Mexico, is authorized by an act of the
legislature (Chap. 88, Sec. 1, Laws 1943, as Amended, or
Sec, 7-11-39, NMSA, 1953 Comp, as Amended) to consent to
and approve this agreement on behalf of the State of llew
Mexico, insofar as it covers and includes lands ané miners
el interests of the State of ilew Mexico; and

~ TME2EAS, the 011 Conservation Commission of the
State of Ulew Mexico, by itgs Order ile, R«2405 in Case Mo,
2656, authorized the institution of a secondary recovery
broject in the East Millman Queen-Grayburg Field, Eddy
County, Mew Mexico, by the injection of water into the

Queen and Grayburg Formations through 13 injection wells

lowziu__s_eetions_.m y=157=22=and--23,—Township-1 S-S{uth ,
nange 28 Rast, 11,i1.P,M,, Eddy County, Néw Mexrico; and that
sald Order ic by reference made a part hereof; and
YHEREAS, the parvties hereto are all of the ovmers
of royalty interests; overriding royalty interests, produc-
tion payment interests and working interests in the lands
covered by this agreement, included within the said project

area and described as follows:
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Township 19 South, Range 28 Fast, IT.M.D.M.

Section 11: E/2 SW/4, SW/4 SU/4
Section 14: All *
Section 15: E/2 SW/4, 8/2 ME/4, e

©
LE/4 1B/4, SE/4 R
Section 22: NE/4 25 cf -
Section 23: 11/2 wWi/4, SW/& /4 - de
and containing 1400 acres, more or less, '?%i L:i
™Mo

and this agreement shall only include the Queen and Gray-
burg Formations underlying the above described lands under
the terms of the outstanding and existing oil and gas
leases, hereinafter referred to as "pooled area"; and

YHUENEAS, the partles hereto recognize that the
creation or attempted creatiom of an artificial water
drive by the injection of water into the producing Queen
and Grayburg Formétions through the water input wells pro=
vided for in the said Order and subsequently authorized by
the 0il Conservation Commission, is a reasonable and pru-
dent producing and engineering practice and the parties
hereto desite to protect their correlative rights and
vermit the working interest owners to commingle the oil
into one common storage facility,

oW, THEREFORE, in consideration of the mutual
covenants and agreements to be tept and performed by the
parties heveto, it is agreed as follows:

1. This agreement shall become effective on the
first day of the calendar month following the month in
which the working Interest owmers commence te inject the
first water into the suthorized Input wells and upon
epproval of the Commissioner of Public Lands, The signed

statement of saild working interest owners as to the

“2m
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commencement of the injection of water 1s all thé%?sh;i;‘
be required of a purchaser of production from the %1}_&
area to issue 1ts transfexr orders pursuant to this agree«
ment.

2, Ezhibit “A" attached hereto is a schedule

showing the acreage comprising each tract, the State lease

nuzbers, the lessees of record and the percentage of parti-

cipation each tract is entitled to receive from production
from the pooled area during the effective period of this
agreement, However, during the effective period of this
agreement, in lieu of the fractional amount of production
which each party hereto would otherwise be entitled to re~
ceive from all or any portion of the pooled area, the
parties hereto shall receive the percentages set opposite
their names, to-wit:

State of New Mexico * o s & & @ 12.5000001 RI
Hondo Oil and Gas Company . . « 3.125000% ORI
V. S. Welch e 8 ¢ & *» & ¢ 4 » 8 2-3010002 PPI
Continental Illinois MNational

Bank and Trust Company of

Chicago, as Trustee under the

Will of Wm, D. Flynn, deceased 2,301000% PPI
Yates Brothers, a partnership

compoged of Harvey E, Yates,

Maertin Yates, III, S. P, -

Yatez and John A. Yates . . 4,2534727 ORI
International 0il & Gas

Corporation " e l.' e o o 51.8939597 W1
Yates Petroleum Corporation . . 23.62556%% WI,

This paragraph shall only affect the fractional amount of

production which the parties hereto will receive from the '

pooled area and gshall never be construed to affect the
manner in whieh the interests of the parties hereto under

existing agreements are computed and paid nor shell it

otherwise affect the terms and provisions of the instruments

-3-
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creating the interests of the parties hereto in thé:pool=
'1; i .‘-I:;
ed area. « Y
A

3. Production from the whole or any specifié&%\ A
part of the pooled area shall be allocated on the basis
provided for in paragraph No. 2 hereof, regardless of the
particular tract from which production ig obtained or pro-
ceeds derived; production from any part of the pooled area
shall be considered for all purposes as being production
from each separate lease tract within the pooled avea; and
the drilling or operation of a well on any part of the
pooled awea shall be considered for all purposes the drill-
ing or operation of a well on each separate lease tract
within the pooled area.

4, The leases embracing lands of the State of
Hew Mexico having all or a portlon of its land committed
hereto shall, as to all lands embraced in such lease, con-
tinue in full force and effmct for the term provided in the
lease and &3 long thereafter as oll and gas in vaying quan-
titles, or either of them, is produced on any portion of
the lands embraced in such lease, or ags long as the pro-
duction from the pooled area 1s, under the terms of this
agreement, allocated to each lease tract within the pool-
ed area, or as long as the lessee or the operator is then
engaged in bona fide drilling, reworking or secondary re-
covery operations on any part of the lands embraced in
such lease and as long as such operations are diligently
prosecuted, 1f they result in the production of oil or gas,

as long thereafter as oil or gas in paying quantities, or

-t-
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either of them, is produced fiom any portion of the leas
ed lands,

5. The working interest owners shall not be re-
quired to measure separately any production of oll or gas
fromﬁ;he pooled area by reason of the dilverse ownership of
the parties hereto.

6. That in compliance with Orde: o, R-2405 of
the 01l Conservation Commigsion of the State of Mew Mexico,
the parties hereto authorize the transfer of allowables
within the project area of this secondary recovery project.

7. Thig agreement shall remain in force and ef=-
fect so long as water is being injected into the Queen or
Grayburg Formation through any of the input wells provided
for in said Order lNo. R:EAOS, or as subéequently authorilz-
ed by the 0il Conservation Tommission of the State of New
Mexico, The terms of this agreement shall be binding upon
and Inure to the benefit of the respective heirs, legal
repregentatives, successors and asgigns of the parties
hereto and this agreement shall constitute a covenant
running with the leases and lands covered and affected
hereby,

8. This agreement shall be binding upon each
signatory party hereto and may be executed in any number
of counterparts with each such counterpart so executed
to have the same force and effect as an original instru-
ment and as if all of the parties to the aggregate count~
erparts had signed the same document.

I WITYESS WHEREOF, the parties hereto have
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executed thig agreement In multiple originals as of the

date above provided in paragranh llo., 1 hereor.

12

ATI\ES"’ IO AT H; GAS COMPAITY

Yice-President 1054

.:..v

Vv, S, Welch

ATTEST: COITINEITAL ILLINIOIS IATIOMAL
TAIT, AID TRUST COMPAITY CF CHICAGO

By,

President
4Lis Trustee under the Will of
Im, D, Flynn, deceased,

VATES PNOTHENS

Ny

Partner

ATTEST: LITENUATIONAL OIL & 348
CON.POCATION

Secretary President

ATTEST: YATES PETROLEUM COTPONATION

Secretary Presgident



