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

APPLICATION OF DEVON ENERGY
PRODUCTION COMPANY, L.P.

FOR COMPULSORY POOLING

LEA COUNTY, NEW MEXICO.

CASE NO. 21921

PRE-HEARING STATEMENT
OF REALEZA DEL SPEAR, LP

Respondent Realeza Del Spear, LP (“Realeza”), by and through its undersigned attorneys,
submits this pre-hearing statement as required by the rules of the Oil Conservation Division.

STATEMENT OF THE CASE

Devon Energy Production Company, LP (“Devon”) has brought this action to compulsory
pool all uncommitted interests in the Wolfcamp formation underlying a standard 640-acre, more
less, horizontal spacing unit comprised of the E/2 of Sections 13 and 24, Township 24 South,
Range 33 East, NMPM, Lea County, New Mexico (the “HSU”). Respondent, Realeza Del Spear,
LP is an affected interest owner of unleased mineral interests in the Wolfcamp formation in the
HSU. In this instance, Devon’s Application for compulsory pooling should be denied, as it has not
made a good faith effort to secure the voluntary unitization of Realeza’s interest in the HSU as
required by New Mexico law.

As the Applicant in this case, Devon has the burden of proving that it has fulfilled each of
the statutory and regulatory requirements necessary to allow compulsory pooling. These
requirements stem from the foundational principles of correlative rights and constitutionally

protected private property rights. Section 70-2-17 NMSA states that:



All orders effecting [compulsory] pooling... shall be upon such terms and

conditions as are just and reasonable and will afford to the owner or owners of each

tract or interest in the unit the opportunity to recover or receive without unnecessary

expense his just fair share of the oil or gas, or both.

When seeking to pool two or more separately owned tracts, Operators have the “obligation”
to attempt to obtain voluntary agreements pooling the lands. See NMSA 1978 Section 70-2-18.
Additionally, prior to the issuance of a unitization order, applicants must show that the “operator
has made a good a good faith effort to secure voluntary unitization within the pool.” In this matter,
Devon has the burden of proof of showing that their offers to lease Realeza’s mineral interest were
made in good faith. In its filings with the OCD in this case, Devon has proffered no evidence
whatsoever that its offer to Realeza was made in good faith.

In this case, Applicant, Devon, has not made a good faith effort to lease Realeza’s unleased
mineral interest in the HSU. It is self-evident that the requirement of a “good faith effort to lease”
encompasses, at a minimum, making an offer that is roughly in line with fair market value in the
area at the time of the offer and not less than what would compensate an owner if it were to
“recover or receive without unnecessary expense” an ownet’s fair share of oil or gas, or both. The
U.S. Constitution guarantees that “private property [shall not] be taken for public use without jusf
compensation.” U.S. CONST. amend. V. In cases regarding the state’s eminent domain power,
which is analogous in many respects to the compulsory pooling mechanism, the U.S. Supreme
Court has held that the U.S. Constitution requires that a condemned owner be compensated for the
fair market value of what is taken. See, e.g., United States v. Miller, 317 U.S. 369, 374 (1943).

The New Mexico compulsory statutes must also protect an unleased mineral owner’s right
to fair market value; and, in fact, this protection is referenced in the statute, which requires that all

compulsory pooling orders must afford to all owners their “just [and] fair share of the oil or gas”

in the pool. Section 70-2-17 NMSA. In this case, Devon’s offer to lease Realeza’s interest was



substantially below fair market value. It is clear that offers to lease which are below fair market
value cannot satisfy the New Mexico statutory requirements of a “good faith effort” or the
constitutional protections allotted private property.

Realeza’s interest in the HSU was previously leased in June of 2017 to OneEnergy
Partners, LLC under a lease dated July 1, 2017 and providing for a 25% royalty interest and an
acreage bonus of $7,000/acre (see Exhibit A). According to the EIA, in June 2017, the average
price of WTI Crude was $45.18 per barrel (see Exhibit B). In March 2021, Realeza was approached
by Franklin Mountain Energy, LL.C who offered to lease Realeza’s interest in the HSU at a 25%
royalty interest. According to the EIA, in March 2021, the average price of WTI Crude was $62.33
per barrel (see Exhibit B).

In this case, Devon did not initiate contact with Realeza regarding leasing its acreage;
instead, upon receiving Devon’s proposal for its four wells drilled in the HSU, Realeza was forced
to reach out to Devon regarding a lease. Realeza first contacted Devon regarding leasing their
acreage for Devon’s proposed HSU on April 21 of this year; between April 21 and May 6, 2021,
Realeza received a total of 3 emails from Devon regarding negotiating a lease for its unleased
interest in the HSU (see Exhibit C). Since May 6, 2021, Devon has not made an efforts to lease
Realeza’s interest in the HSU. During these negotiations, Devon never offered any lease that was
greater than a 3/16ths royalty or greater than $3000/acre bonus. On June 22, 2021, Devon indicated
via e-mail that it was revisiting a Y4 royalty, but made no offer and no commitment (see Exhibit
D).

According to the EIA, in April and May of 2021, the average price of WTI Crude was
$61.72 per barrel and $65.17 per barrel, respectively. A lease 3/16ths royalty is substantially below

market value for this area in Lea County and calls into question the seriousness of the offer. Nearly



all modern leases in Lea and Eddy Counties are at 25% royalty. No negotiations which begin and

end with an offer to lease at a 3/16ths royalty can be considered to have been conducted in “good

faith” as the statute requires. As a result, Devon cannot show that it has met the statutory

prerequisites to compulsory pooling and its Application should be denied.

APPLICANT

DEVON ENERGY PRODUCTION
COMPANY, L.P.

OTHER INTERESTED PARTIES

CONCHO OIL & GAS, LLC

RESPONDENT

Contango Oil & Gas Company
717 Texas Ave #2900
Houston, TX 77002

ATTORNEY:

Michael H. Feldewert
Adam G. Rankin

Julia Broggi

Kaitlyn A. Luck
HOLLAND & HART LLP
P.O. Box 2208

Santa Fe, NM 87504-2208
Tel:  505-988-4421
mfeldewert@hollandhart.com
agrankin@hollandhart.com
jbroggi@hollandhart.com

kaluck@hollandhart.com

ATTORNEY:

Ocean Munds-Dry

Elizabeth Ryan

CONOCOPHILLIPS

1048 Paseo de Peralta

Santa Fe, NM 87501

Tel:  505-780-8000
Ocean.Munds-Dry@conocophillips.com
Beth.Ryan@conocophillips.com

RESPONDENT’S ATTORNEY

Scott S. Morgan

Stephen D. Ingram

Brandon D. Hajny

Cavin & Ingram, P.A.

P. 0. Box 1216

Albuquerque, New Mexico 87103-1216
Telephone: (505) 243-5400



Facsimile: (505) 243-1700
smorgan(@cilawnm.com
singram@cilawnm.com
bhajny@cilawnm.com

RESPONDENT’S PROPOSED EVIDENCE
WITNESSES ESTIMATED TIME EXHIBITS
Shane Spear, Manager, Spear 15 minutes Approx. 5-10
Brothers Group
Nelson Spear, Manager, 15 minutes Approx. 5-10
Spear Brothers Group
Lori Saunders, Office 15 minutes Approx. 5-10
Manager, Spear Brothers
Group

RESPONDENT’S POSITION ON RELIEF SOUGHT

Respondent Realeza Del Spear, LP opposes the issuance of the compulsory pooling relief

sought by Devon as Devon has not complied with the statutory requirements for compulsory

pooling.

RESPECTFULLY SUBMITTED,

CAﬂNﬁsz M, PA//: A/

By.ﬁ M Ef

Stephen D. gngfam

Brandon D. Hajny
P. 0. Box 1216
Albuquerque, NM 87103
(505) 243-5400
smorgan@cilawnm.com
singram(@cilawnm.com
bhajny@cilawnm.com

ATTORNEYS FOR RESPONDENT

REALEZA DEL SPEAR, LP



I hereby certify that a true and correct copy
of the foregoing was served via email and
U.S. mail on June 24, 2021 to the following:

Michael H. Feldewert
Adam G. Rankin

Julia Broggi

Kaitlyn A. Luck

Holland & Hart LLP

P.O. Box 2208

Santa Fe, NM 87504-2208
505-988-4421
mfeldewert@hollandhart.com
agrankin@hollandhart.com
jbroggi(@hollandhart.com
kaluck(@hollandhart.com

Ocean Munds-Dry

Elizabeth Ryan

ConocoPhillips

1048 Paseo de Peralta

Santa Fe, NM 87501

505-780-8000
Ocean.Munds-Dry@conocophillips.com
Beth.Ryan@conocophillips.com

CAVIN-& INGRAM, P.A/
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Producery 8§-Producar’s Ravisad 1994 New Mexioo Form 342P, fmd-up

OIL & GAS LEASE

¢
THIS AGRBEMENT made this ’ S' duy of, le \ ‘__'_“ , 2017 betweon  REALEZA DEL SPEAR, L2, whow addraay is P.O, Box 1684, Midlund, Tenss 79702 herein called
Iomot {whethe an or more) end OxeEnergy Partuecs Oporatisg, LLC, who sddrons is 2929 Allse Paricway, Saite 200, Bousion, Teas 77019,
Texme,

. Laaor, in consideration of TEN AND OTHER DOLLARS i hand paid, receipt of which is bare scknowledind, and of tha royalikes hentint provided and of
the agreeruents of he lassee horala contiined, hersby grents, feases and fets mxclutively unko lewes for the purpore of nvenigating, egloring, promscting, dnlling and
opersting for and producing ofl aod gas, injacting g, wedes, other flukds, and dr into whwarfecs srea lrying pipelines, sorisg oil, building tanka, roadways, telophone fines, ind
:;hqlnnuumdthithhmhpmhm.-wuhw-of,uun,pm..nmmdunwuumiwﬂs,mublhwinwmibdlmdh- Lea County, New

500, 10 At

Tanmdlo 24 SouthoBaxpe 33 East NMLEM,

Sestlos 131 NE/ANW/4 2e 0 2l dupiha Iylsg 50° balow the Deckard Fed Coan 211 weil, balng 11,117" towal vertical deptht
Sectlon 135 W/ANR/A 04 10 alf depiks 1ying 50° below (he Deckurd Fad Com I1 wall, belng 11312 w01al vartical dupthy
Saction 13: XANEM &3 1a all derthe lylng $6* balow the Deckard Fad Com 41 well, belng 11,189 total verdeal depth

Sid Iand is estimated 10 comprine 200 grous acres, whether it actually comprises mary or les

2 Subject 10 the othir provicions herein contaived, this leme shali rorma in froe Ror & toem of 3 years from this date {(called “primary tem™)
and i {oag therrafier ab of) 0¢ s it produced froem said Land or from tand with which said $and ks peoled.

3 The royalties 16 be paid by Leasas ave: (s) on oil, and other liquid hydrocarbons raved at the wali, 25% of that praduced snd saved from mid land, ssme to be
delivorod ot the walla oc to the eredi of Jemor &s ¢ plpeline (o which the weily awy be connectad: (b) on pas, including casingbead gax or achor grasous mibsmnos produced
trom said Twid snd Used off the premises or used in the manufacture of gasoling of ohar produts, the merkat value al the well of 35% of the gas used, provided thid on g s0id
on o7 off the premises, the royalties shalt be 23% of the amount roalizmd from wch mly: {c) sad & wry time when this lease is fot vlidated by other provisiont herwof wd there is
& 50 adlor copdensate well on sald Imnd, or Jund ‘ml«l therewith, bul gas of condansate it not baing 60 3018 or vaed and such wll Ly shut-in, wither bafory of ahw production
thesesom, then on of before 90 days etee mid vl 11 shat in, and therasflar a2 anaual istervaln, lessos may pay or tender mn sdvance shut.in royalty squal sa §1,00 per not acre of
fenaor's gar acreage thent hald under this leoae by the paty making such payrosnt or under, end so Song ha said shutfa royalty & paid or lendercd, this leass shall 0ot taninate wd
o shalf ba conuidered under all clmines hareof that gas by g\in] produoed from the laasd prmnises in paying quantitivs. Each such peyment ahall be pald of tendered to the panty of
partins who at the lime of vweh payment would be erditied Lo rosive the royalties which would bs paid undar Lhis jeame if Uhe wall ware in fact producing, Tha peyment oc tondar of
Toyltie of shurda royaitios may be mads by check o dras, Any timely paymeot or tender of shut+in royalty which is mads la a bons fide atiempt 1o owkcs proper peyment, but
which [s eroecut in whale o i part &3 10 parthes of kmaunts, Mlmzz-lm b sufficient to prrvent termination of this lsssc in the wama manner ar though & proper paymeat
had been roade if Laos thall cotract such arror within 30 days afier Lexsee has received writien potlos thersof by contified nsail from thie party of parties antitled b foerve
prymen togatber with such wities iatrumenls (o pelifiod copies therwof) as are deostery 1o mmable busa s to make propee payamnt. The wnoont ralizad Som the sale of e
on or off the prmiscs shall be the price extablished by the yas sales contracted ernered into in good takh by esspa end gas purchumer for wach e and undar woch canditions sy
v wuromary bn the industry, *Price® shall moan the nd wmount rectived by lemot sfler gving effect to applicable repilaxry orders end after spplication of sny spplicable
prion adpustments specified i mch contraot or regadadory ordern

4 This i & paid-up lease a1d locws shall not bo obliguted during the prunary 1orm haxeof 10 or cominue wy operitions of wh chwaotes or bo
make wny puyrents herewnder in order 1o maintain this leass in forow during the primary term: Rowever, this proviion s not iniendad 10 rdisve tessae of the obilgalion lo pay
rayslthes on aaal production pursian o the provia paragraph ) herwal

3. Lesece: it hertby granted the Hight and power, from time to fime, 10 pool or combing this lesss, the fand oovered by it or prry part o¢ horizon thereof with wny
other land, Ioams, minwral estates or parts thereof v Lhe production of oif or ga Spacing units (lor vertical wells} or projoct wrams (for horizontal welfs) poolad harsundar shall not
wmxomd (he specing Lk of projuct s fxad by lew, from (/me b Lime daring the lem hareof, or by tie Oif Canservatiou D5 vision of the Enorgy and Miverals Deparement of the
S1se of New Maxica o¢ by any other lrwiul mzhority tbe the pool of wos in which sid [nd by sicuated, plua s lotermnos of ten peroont {10W). Lesavo shall Ble written unit or projecs
v deignations in the county in which tho promises e Jocxied and wioh units o7 project arwia may be des gnatad from time 1o {me snd sither before or ator the compl stion of
weils. Operntions (includiag, buy not limited 1o, drilling operations) on ar production fum sny part of my such unit of projoct ares shall be considered for al) purpases, ercopt the
paymemi of royalty, &s L ducted upon o production from the 1nd deactibed in ths Isse, inctuding, for s horizonial wall, those cusas in which the location of the wail
e tract For mich weil M Dol Jocated on the Jexsdd promiadd o on my other lands incledad withist the project arss Bor such wed), Thars shall by allocatod ¢o the Land covared by this
leasw ineluded in wry such nit or projacs ares thad portion of the Lol production of pooted minerals from wetly i Ihe usit or projict ares, cAw deducting any used tn feass of unit
(oF project aree) operetions, which the nef of or gas scresgs (n 1he fand covared by this fease included in the nlt or project ansa buers to the total number of mirface scess in the
i of project woa, The production so wlocated ahall ba considensd for all purposes, including tie pryment of detivery of roysity, to ba sh eatirs production of pooted minarsls
trom the portien of 1akd lend coversd harsy and included in said unit o7 project ark in the same mannee we though produced from said land under the tarms of this bease. Any
pooled unit of projoct wes dowi gnated by leasse, as provided herain, mey be amandad of dizsolved by Leasee, in whale of in part, st wny time and from tix to tima, by reconding
0 Kpproprise instrumant in the County whate the Land {» situated. As used in this lease, the tonm *horizontal well* shall mewn 8 well contalning & singe laterad thet i3 drillsd in s
runiar In which the horizontal of th plelion inlerval extends al jutat ont hundrod {100) et in the obisctive formation sud which exoteds the vertical
companant of the completion inkarval in the objective Sortation, A horizanilal wrll iy Moe mors han one Iateral 13 fong as sach Tatern) pomponant maets the above
requivenents for 8 Koghe [ataral. As ured in this loase, the tarm *lsternt® shall mexn that portion of the well bore (hat dewates frors Gmate vertical orfentali
hmuruluinllbonndlhaminduoflhtwdlbwlbwmdu&dnﬂbnloll\uodollbvwdlhngA‘\miulwdl'hlwmomudmlhmﬂvuﬂ.

10 1wy

6, 18t the expiration of ihe primery teem Ihars is 1o weil vpon did 1and tapablé of producing oif of gas, but lesson has somenced cporations for drilling or
reworking theroon, this leass et remain in foroe s0 fony xs aperalions are prosacutad with no cesastion of mote than 60 conmeutive dxys, whether such operetion be on the sms
wall or o # different o sdditional well of weila, and if they rewsht in the production of ol or gas, w0 Tong theresfier as ol or p I produced fom wid land. If, shter the
eplration of the privwry torm, o)) wells upar s63d (nd should bacowic incapsable of producing for any tase, 1his loaae shal) oot Larminsts if | sasss commonaoy optrstions for
additlooal drilling or for rworidng within 60 duys therwef\w. L ary drilting, sédiional drilling of reworking eperstions heraundw ramult {n production, than this lsme shall
rerain {n full force 30 Yong tharsafar wa oil or gas I produced hermmder.

1 Losscn shall have frve use of oi), g3 and water from said land, exoept water frots lessor' weily and tanks, for all opuralions harwindar, kd the royaity shall
be computed after doducting ay 10 uaod, Lasses shall have the right a1 any time duringor after the wxiratlon of this taese W removs all propurty and fures pisoed by loases on
ald Jand, including the right 10 drew ad remove all casing, When required by tessar, lesace will bury all pipetines on cultivaded lands bdow ordinary plow depih and no well shalt
ba dritled within two hundred foes (200 &.) 6f any residance o bam now on mid 1and without |exso¢s canamt,

1 The rights of ether party herouadey iy be wxignoad ia whole or in part snd the provisions horeof shall extand 1o thelr helrs, exacuton, adranigtrxton,
wcotasors and i s but o change in th hip ot the land or ba th hip of, o Rights (o receive, royaithes of shut-tn royslties, hawevar sccarnplishad shall operae 1o
enluye the obligations or dizinish the rights af leass: and a0 mich chags or division shall be blading upon ftame for say purpose unti] 30 deys sher leswes bus bean furnlibed

cartifiod mad ut newme's priazipsl place of busineds with moeptable instrumonts or curtifiod oopies theroof conatituting the chaln of title from 1h¢ original lemor, fany mich
2x U ownarship cocuss through 1he deah of'the owner, lesses may, al i3 0ption, pay or teadw mty royaltiea of shuk-in soyslties in the same of tbe deceased o ko hiv satate o
10 his heir, exscutor or adounistrelor wnlil mch (ime s lessee has boen fumished with evidunce i 10 Jessee a2 10 1he persona erchled Lo sich wma An ateigiment of
this loass In whole o7 ks part shall, 1o the sxtent of mich maigniment , talioeve and dischw e femet of sy obligaions hersunder md, if Tessce or aaigooe of pan or parts herso
sl Al or emaky dadialt in the payment of the propocionate part of royalty of ghul-in toyalty dus Son such Tomos ot aasignde of Al to comply with sny of 1be provisions of
this e, such defaull shall ot affect this leass insofar &1 1t covers 8 part of 1id Inds upon which lessoe o7 sty asignes Uvercol shall propacly comply or make such prymaents

2 Should {¢asee be prevenied fivm complying with any exprema of ivpliad covensat of this bomse, o from sundusting drilling or rwwotking operations hewxider o
fom produging ol or g baraundes by reason of sarcity or inebility 1o obiain o7 use equipment of miterial, or by opartion of force wrwjeurs, or bry sy Fedwral of state Law or
aay ordor, tuls or copilation of g veramental suthority, then while 50 provetad, (e’ duty shall be wispended, wid lsme o shall aot be Jiabla for Guifure (o comply thamwith: and
1his lease shall be extended while wnd 5o 10ag 84 [eases in prevented by any sich coum from condud g drilling or king operations of fom producisg ol of gy h d:
a0d the time while lotaes 13 90 prevonted shall not b counted sgaingl Ieasoe, mything in this lease 16 the contrary sotwithdlandmg

) 164‘ t horeby o ryrirongh der Lawsor bit not oxherwisk, wwd wgraee that lemes i
W option vy dizoherpe any tax, mosigage of other lian vpon sald Jmnd wd i the wvenl Loos doos 50 & ksl be mibrogsted to auch Tl with the right (o anforoe swne and 10

2pply royalties and shul-in royalti payable beremder loward petisfying smme. Wiheut-iwped ol erighieronderv y, if this lasee covers & los istwwat in the oil or gus
mdlot"{"“uﬁddlmddm\hnﬂhmdundiv'd«l oo Empls atata (wWhather fsaaor's inlerpd ia heroin mecadied of not) than thy royakies, shyt-in royalty, snd pthor
paymants, if wy, sccruing from any pat aa (o which this texse covers Jacs than mach ful) interest, shall be pald only i tha proportion which the interest tharein, if wry, coversd by
his Jeans, beary 1o the whale sad eadividad few simple eatate thercin. Should any one or more of the partiss ramad abave g leasors il to exacute thie lesm, i shall neverthoen

b binding ipos the party or parties susoutlng the sams.

dafend-il Sdlond. elw Aoin

R Leassa, {14 o bia moccanaons, beirwsnd assigne, shal have the right st wry time 0 sirrendar this lease, 1o wholo or ia pant, to lemar or hin hairs, wocessors
a4 sy by delivering or railing « 1ol e therwof Lo the Jamot, o by placing & relstse Urareof of record ia e courty In which said and Is sitosted, thareypon tomsed shall be
teliovd from ali obligsions, wxpramed of fmplied, of this agreamont m to actawge 10 muyandered, snd teresfier the shut-in royalty payable haceunder ahal) by redused in the
proporian that the screegs oo varsd Sersby is reduced by mid refcase



Lori Saunders

From; Lori Saunders

Sent: Wednesday, June 14, 2017 6:58 AM

To: Nelson Spear; Shane Spear

Subject: FW: Lease/Check Exchange and additional acreage in Lea County, NM

Attachments; Spears New Mexico Lease Form 2016_Sec. 7, T24S-R34E_JML.PDF; Spears New Mexico

Lease Form 2016_Sec. 13, T245-R33E_JML.PDF

Good morning,
Please let me know what effective date to use.
Upon your approval, | will send an electronic copy.

Lovl Saunders

Office Manager
Spear Brothers Group

www,SpearBrothersGroup.com
Realeza Del Spear, LP

Trabajo Del Spear, LP
Tierra Del Spear, LP

Sent: Tuesday, June 13, 2017 6:12 PM

To: Nelson Spear <nelson@spearbrothersgroup.com>

Cc: Shane Spear <shane @spearbrothersgroup.com>; Lori Saunders <lori@spearbrothersgroup.com>
Subject: RE: Lease/Check Exchange and additional acreage in Lea County, NM

Hi Nelson,

We are prepared to close on the below and attached leases,

1) T24S-R34E Section 7, 3 net acres. At the agreed-upon $7K per acre the bonus amounts to $21,000

2) T24S-R33E, Section 13 as to depths 50’ below the Deckard Fed Com 2H, Deckard Fed Com 3H, Deckard Fed Com 4H,

being 200 gross acres, 25.1048 net acres. At the agreed-upon $3K per acre, the bonus amounts to $75,314.40

Please sigh the leases and send us an electronic copy. Once we've received the electronic copy, we will mail you a check
for $96,314.40. Please mail originals of the leases to:

OneEnergy Partners, LLC
2929 Allen Parkway, Suite 200
Houston, TX 77019

Please confirm that this works for you.

Thanks,



Leo

From: Nelson Spear [mailto:nelson@spearbrothersgroup.com]

Sent: Tuesday, June 13, 2017 11:49 AM

To: Leo Slootsky <Islootsky@oneenergypartners.com>

Ce: Shane Spear <shane @spearbrothersgroup.com>; Lori Saunders <lori@spearbrothersgroup.com>
Subject: Lease/Check Exchange and additional acreage in Lea County, NM

Leo,
Are you ready to do a lease/check exchange today?

Also, did OEP have an interest in leasing the tracts
1. Sec9&10inT26S,R36E
2. Sec28&29inT 25S, R 36E?

We show that we have 11.771 acres total.

Nelson Spear
Spear Brothers Group

www.SpearBrothersGroup.com
Realeza Del Spear, LP

Trabajo Del Spear, LP
Tierra Del Spear, LP

Spear Brothers Sheep and Cattle Co., LLG
Southern Onshore Exploration, LLC
Gulf Coast Oil & Gas Company
Conquistador Petroleum, LLC
Hondo Mining Company, LLC

El Kabong Properties, LLC

Rodeo Oil Company, LLC

Los Cinco Picadores, LLC

Rebel Oil Company, LLC

Sun-West Oil & Gas, Inc.

Bar NND Ranches, LLC

Inez Investments, Inc.

(432)683-8420
PO Box 1684
Midland, TX 79702

The information contained in this message is attorney privileged and confidential information intended only for the use of the
individual or entity named above. If the reader of this message is not the intended recipient, or the employee or agent responsible
to deliver it to the intended recipient, you are hereby notified that any dissemination, distribution or copying of this
communication is strictly prohibited. If you have received this communication in error, please immediately notify us hy
telephone, and return the original message to sender via email. We will reimburse you for any costs you incur. Thank you,
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Cushing, OK WTI Spot Price FOB (Dollars per Barrel)

Year Jan Feb Mar Apr May Jun Jui Aug Sep Oct Nov Dec
1986 22.93 1546 12,61 12.84 15.38 13.43 11.59 15.10 14.87 1490 1522 1611
1987 18.65 17.75 18.30 18.68 19.44 20,07 21.34 2031 19.53 1986 1885  17.28
1988 17.13 16.80 16.20 17.86 17.42 16.53 15.50 15.52 14.54 13.77 1414 1638
1989 18.02 17.94 19.48 21.07 20.12 20.05 19.78 18.58 19.59 20.10 1986 2110
1980 22.86 22,11 2039 18.43 18.20 16,70 18.45 2731 3351 36.04 3233 27.28
1991 2523 2048 19.90 20.83 21.23 20.19 2140 21.69 21.89 2323 2246 1950
1982 18.79 19.01 18.92 20.23 20,98 2239 21.78 21.34 21.88 21.69 2034 1941
1993 19.03 20.09 2032 20.25 19.95 19.09 17.89 18.01 17.50 18.15 1661 14,52
1994 15.03 1478 14.68 16,42 17.89 19.06 19.66 18.38 17.45 1772 18.07 17.16
1995 18.04 18.57 18.54 19.90 19.74 18,45 17.33 18.02 18.23 1743 1799 19.03
1996 18.86 19.09 2133 23.50 2117 20.42 2130 21,90 2397 2488 2371 2523
1997 25,13 2218 20.97 19.70 20.82 19.26 19.66 19.95 19.80 2133 20.19 1833
1998 16.72 16.06 15.12 15.35 1491 13,72 14.17 1347 15.03 1446 13.00 1135
1999 12.52 12.01 14,68 17.31 17.72 17.92 20.10 21.28 23.80 2269 2500 26,10
2000 27.26 29.37 29.84 25,72 28.79 31.82 29.70 31.26 33.88 33.11 3442 2844
2001 29.59 29.61 2725 2749 28,63 27.60 2643 2737 26,20 2217 1964 1939
2002 19.72 20.72 24,53 26.18 27.04 25.52 2697 28.39 29.66 28.84 2635 2946
2003 3295 35.83 3351 28.17 28.11 30.66 30.76 31.57 2831 3034 3111 3213
2004 3431 34,69 36.74 36.75 40.28 38.03 40,78 44,90 45.94 5328 4847 43.15

2005 46.84 48,15 54,19 52,98 49.83 56,35 59,00 64,99 65,59 6226 5832 5941
2006 65.49 61.63 62,69 69.44 70.84 70.95 74.41 73.04 63,80 5889 59.08 6196
2007 54.51 59.28 60.44 63,98 63.46 67.49 74.12 72.36 79.92 8580 9477 9169




Year
2008
2009

2010
2011
2012
2013
2014

2015
2016
2017
2018
2019

2020
2021

Jan
92.97
41,71

7833
89.17
100,27
94.76
94.62

47.22
31.68
52,50
63.70
51.38

57.52
52.00

Feb
95.39
39.09

76.39
88.58
102.20
95.31
100.82

50.58
30.32
5347
62.23
54,95

50,54
59.04

Mar
105.45
47.94

81.20
102.86
106.16

92.94
100.80

47.82
37.55
49.33
62,73
58.15

29.21
62.33

Apr
112.58
49.65

84.29
109.53
103.32

92.02
102,07

54.45
40,75
51.06
66,25
63.86

16.55
61.72

May
125.40
59,03

73.74
100.90
94,66
94.51
102.18

59.27
46,71
48,48
69.98
60,83

28.56
65.17

Jun
133.88
69.64

75.34
96,26
82.30
95.77
105,79

59.82
48.76
45.18
67.87
54.66

3831

Jul
133.37
64.15

76.32
97.30
87.90
104.67
103.59

50.90
44.65
46.63
7098
5735

40.71

Aug
116.67
71.05

76.60
86.33
94,13
106.57
96.54

42.87
44,72
48,04
68.06
54.81

42,34

Sep
104.11
69.41

7524
85.52
94.51
106.29
93.21

4548
45.18
49.82
70.23
56.95

39.63

Oct
76.61
75.72

81.89
86.32
89.49
100.54
8440

46.22
49,78
51.58
70.75
53.96

3940

5731
77.99

8425
97.16
86.53
93.86
75.79

42.44
45.66
56.64
56.96
57.03

40.94

41,12
74.47

89.15
98.56
87.86
97.63
59.29

37.19
5197
57.88
49.52
59.88

47.02

- = No Data Reported,

— = Not Applicable; NA = Not Available; W = Wilhheld to avoid disclosure of Individual company data,

Release Date: 6/23/2021
Next Release Date: 6/30/2021
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Tanna Callaway

From: Shane Spear <shane@spearbrothersgroup.com>

Sent: Tuesday, May 11, 2021 9:57 AM

To: Cloer, Ryan

Cc: Nelson Speat; Lori Saunders

Subject: RE: [EXTERNAL] Well Proposals; T24S R33E, Sec, 13&24; Lea Co, NM - Broadside wells

Ryan
We need % royalty.
Otherwlse we are close,

Shane Spear
Spear Brothers Group

www.SpearBrothersGroup.com
Realeza Del Spear, LP
Trabajo Del Spear, LP

Tierra Del Spear, LP

From: Cloer, Ryan <Ryan.Cloer@dvn.com>

Sent: Thursday, May 6, 2021 7:08 AM

To: Shane Spear <shane@spearbrothersgroup.coms>

Cc: Nelson Spear <nelson@speatbrothersgroup.com>; Lorl Saunders <lori@spearbrothersgroup.com>
Subject: RE: (EXTERNAL] Well Proposals; T24S R33E, Sec. 13&24; Lea Co., NM - Broadside wells

Shane,

| appreclate your response. | would like to have all of the wolfcamp formation under one lease form. We want to avoid
any future potential of having multiple operators with wells in the same formation. Here is our latest leasing offer:

12 month term, $3,000/nma

3/16%" royalty

Entire wolfcamp formation

Your lease form (pending further review & approval)
o Cannot accept provision 15

o PUGH clause shall be 100’ below deepest producing formation and lands located outside approved
spacing unit

* & & o

In the alternative, | have attached Devon's standard JOA form for your review. If the above lease terms are not
acceptable we can enter into an operating agreement for participation in the wells. There may be a few changes to the
form but this is largely the form we will use.

Thank you,

Ryan




From; Shane Spear <gshane@spearbrothersgroup.coimn>

Sent: Thursday, April 29, 2021 10:57 AM

To: Cloer, Ryan <Ryan.Cloer@dvn.com>

Cc: Nelson Spear <pelson@spearbrothersgroup.com>; Lori Saunders <lori@spearbrothersgroup.com>
Subject: RE: [EXTERNAL] Well Proposals; T24S R33E, Sec. 13824; Lea Co., NM - Broadside wells

Ryan
Our Initlal response is
o Yiroyalty
e 12 month term
* Two different leases
o $2000/nma/upper wolfcamp;
o $2000/nma/ remainder wolfcamp
s Our lease form without paragraph 15,

Let me know your thoughts,

Shane Spear
Spear Brothers Group

httpss//link.edgepilot.com/s/48a853¢6/CGxzB304UxUiBhGmq WxievA?u=httpi//www.spearhrothersgroup.com/
Realeza Del Spear, LP

Trabajo Del Spear, LP
Tierra Del Spear, LP

From: Cloer, Ryan <Rvan,.Cloer@dvn.com>

Sent: Thursday, April 29, 2021 8:50 AM

To: Shane Spear <shane@spearbrothersgroup.com>

Cc: Nelson Spear <pelson@spearbrothersgroup.com>; Lorl Saunders <lori@spearbrothersgroup.com>
Subject: RE: [EXTERNAL] Well Proposals; T24S R33E, Sec, 13&24; Lea Co., NM - Broadside wells

Good morning, Shane,

Pending further review of the lease form by Devon'’s Legal dept and management approval my Initial comments to the
lease form/terms are as foliows:

12 month term, $2,500/nma
3/16" royalty
Entire wolfcamp formation

Your lease form (pending further review & approval)
o Cannot accept provision 15

Let me know your thoughts.
Thank you.

Ryan Cloer, CPL




Sr, Staff Landman

Devon Energy

333 W, Sheridan Ave, | Oklahoma City, OK 73102
405.228.2448 Direct

From: Cloer, Ryan

Sent: Tuesday, April 27, 2021 4:03 PM

To: Shane Spear <shane@spearbrothersgroup.com>

Cc: Nelson Spear <pelson@spearbrothersgroup.com>; Lori Saunders <lori@spearbrothersgroup.com>
Subject: RE: [EXTERNAL] Well Proposals; T24S R33E, Sec. 13824; Lea Co., NM - Broadside wells

Good afternoon, Shane.,

I am in recelpt of your lease offer and will review promptly with my team.

Thank you for the emall,

Ryan Cloer, CPL
Sr. Staff Landman

Devon Energy

333 W, Sheridan Ave. | Oklahoma City, OK 73102
405,228.2448 Direct

From: Shane Speat <shane@spearbrothersgroup.com>

Sent: Wednesday, April 21, 2021 3:55 PM

To: Cloer, Ryan <Ryan.Cloer@dvn.com>

Cc: Nelson Spear <nelson@spearbrothersgroup.com>; Lori Saunders <lori@spearbrothersgroup.com>
Subject: [EXTERNAL] Well Proposals; T24S R33E, Sec. 13&24; Lea Co., NM - Broadside wells

Ryan

We have recelved Devon's proposal for the four referenced wells,

Our research shows that only two of those wells (2H and 3H) are permitted and those only untll early November,
Accordingly, our offer concerns those wells/formation.

We would like to lease to Devon on the following terms;
s 6 month term and $2,500.00 per NMA;
% royalty;

*
e Limited to the upper Wolfcamp or that targeted formation permitted in the Broadsides 2H & 3H;
o Our lease form (draft attached),

If Devon would Iike a longer primary term we could change the term to 3 years and $5,000.00 per targeted zone per
NMA honus,

If Devon would prefer to lease all depths we could (assuming a 3 year term) change the bonus to $15,000.00 per NMA.

This offer is open for two weeks and Is subject to withdrawal without notice.




Shane spear
Spear Brothers Group

|
|
hutps:/link.edgepilot.com/s/214d£361/3meldhCs4060ppD4¢lCY1A Pu=https//www.spearbrothersgroup.com/ ‘i
Realeza Del Spear, LP

"T'rabajo Del Spear, LP

Tierra Del Spear, LP

Spear Brothers Sheep and Cattle Co,, LLC
Southern Onshore Exploration, LLCG
Gulf Goast Oil & Gas Company
Conquistador Petroleum, LLC
Hondo Mining Company, LLG

El Kabong Properties, LLG

Rodeo Oil Company, LLC

Los Cinco Picadores, LLC

Rebhel Oil Company, LLC

Sun-West Qil & Gas, Inc.

Bar NND Ranches, LLC

Inez Investments, Inc.

(432)683-8420
PO Box 1684
Midland, TX 79702

The information contained in this message is attorney privileged and confidential information intended only for the use of the
individual or entity named above, If the reader of this messuge is not the intended recipient, or the employee or agent responsible
to deliver it to the intended recipient, you are hereby notified that any dissemination, distribution or copying of this
communicalion is strictly prohibited, If you have received this communication in error, please immediately notify us by
telephone, and return the original message Lo sender via email. We will reimburse you for any costs you incur, Thank you.

Confidentiality Warning: This message and any attachments are intended only for the use of the intended recipient(s),

are confidential, and may be privileged. If you are not the intended recipient, you are hereby notified that any review,

retransmission, conversion to hard copy, copying, circulation or other use of all or any portion of this message and any
attachments is strictly prohibited. If you are not the intended reciplent, please notify the sender immediately by return
e-mail, and delete this message and any attachments from your system,



Tierra Del Spear, LP

From: Cloer, Ryan <Ryan.Cloer@dvn.com>

Sent: Tuesday, June 22, 2021 4:52 PM

To: Shane Spear <shane@spearbrothersgroup.com>

Cc: Nelson Spear <nelson@spearbrothersgroup.com>; Lori Saunders <lori@spearbrothersgroup.com>
Subject: RE: [EXTERNAL] Well Proposals; T24S R33E, Sec. 13&24; Lea Co., NM - Broadside wells

Shane,

Revisiting this conversation we seem to be stuck on the royalty rate. | will circle up with the team here to see if we can
improve the royalty. We would expect to come down on the bonus/acre amount if we do approve a % royalty. I'm also
waiting on DVN legal to tell me if there are any provisions we need to amend other than those | have previously stated.

Were you able to review our proposed JOA as an alternative?
I’ll be in touch.

Ryan

From: Shane Spear <shane@spearbrothersgroup.com>

Sent: Tuesday, May 11, 2021 10:57 AM

To: Cloer, Ryan <Ryan.Cloer@dvn.com>

Cc: Nelson Spear <nelson@spearbrothersgroup.com>; Lori Saunders <lori@spearbrothersgroup.com>
Subject: RE: [EXTERNAL] Well Proposals; T24S R33E, Sec. 13&24; Lea Co., NM - Broadside wells

Ryan
We need % royalty.
Otherwise we are close.

Shane Spear
Spear Brothers Group

https:/link.edgepilot.com/s/ela07449/jL. SZ9IU-LOO2IGIbz6nnug?u=http://www.spearbrothersgroup.com/
Realeza Del Spear, LP

Trabajo Del Spear, LP

Tierra Del Spear, LP

From: Cloer, Ryan <Ryan.Cloer@dvn.com>

Sent: Thursday, May 6, 2021 7:08 AM

To: Shane Spear <shane@spearbrothersgroup.com>

Cc: Nelson Spear <nelson@spearbrothersgroup.com>; Lori Saunders <lori@spearbrothersgroup.com>
Subject: RE: [EXTERNAL] Well Proposals; T24S R33E, Sec. 13&24; Lea Co., NM - Broadside wells

Shane,




