
STATE OF NEW MEXICO 
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES 

OIL CONSERVATION?!!^ 1 ^!^ f|p| 11 H9 

APPLICATION OF DEVON ENERGY PRODUCTION COMPANY, L.P. 
FOR AN ORDER AUTHORIZING THE DRILLING OF WELLS IN THE 
POTASH AREA, EDDY COUNTY, NEW MEXICO. 

CASE NO. 13368 
CASE NO. 13369 
CASE NO. 13372 

MOTION OF DEVON ENERGY PRODUCTION COMPANY, L P. FOR AN 
ORDER RE-INSTATING/GRANTING APPLICATION FOR PERMIT TO 

DRILL, AND DISMISSING THE OBJECTION OF IMC MINERALS/ 
MOSAIC POTASH TO THE APACHE 24 FEE WELLS NO. 6, NO.7, AND 

NO. 7A. 

Devon Energy Production Company, L.P. ("Devon") hereby moves the 

Division for an order re-instating/granting its Applications for Permit to Drill its 

proposed Apache 24 Fee Wells No. 6, No. 7 and No. 7A, dismissing the 

objection of IMC Minerals/Mosaic Potash to this location and dismissing this 

case, and in support of its motion states: 

1. Devon Energy Production Company is the current lessee of valid 

oil and gas leases from all mineral interest owners covering the oil and gas 

mineral rights under Section 24, Township 22 South, Range 30 East, NMPM, 

Eddy County, New Mexico. A copy of the Oil and Gas Lease(s) from all mineral 

interest owners to Devon are attached hereto as Exhibit A. 

2. Devon filed an Application for Permit to Drill ("APD") three wells 

in the SW/4 NW/4 of said Section 24: the No. 6 Well at a location 1980 feet from 

the North line and 660 feet from the West line and proposed to drill the well to a 

total depth of approximately 7900 feet to test the Delaware formation; the No. 7 

Well at an unorthodox surface location 1460 feet from the North line and 1150 

feet from the West line to an unorthodox bottomhole location 598 feet from the 

North line and 2059 feet from the West line and proposed to drill the well to a 



total depth of 7850 feet; and the No. 7A at an unorthodox location 1460 feet 

from the North line and 1150 feet from the West line and proposed to drill to a 

total depth of 15,500 feet to test the Devonian formation. Devon's Applications 

for Permit to Drill are attached as Exhibit B. 

3. Since the proposed wells are within the designated oil/potash area 

as described in the New Mexico Oil Conservation Division/Commission Order R-

111-P ("Order R-l 11-P"), Devon timely and properly notified all potash lessees 

within a mile of the proposed well location of its intent to drill. IMC Potash 

Carlsbad, Inc., now Mosaic Potash, ("IMC/Mosaic") is the only potash lessee 

within a mile of the proposed well locations. 

4. On February 19, 2004, the Oil Conservation Division granted 

Devon's APD to drill the No. 6 Well. The BLM has taken no action on the APD 

for the No.7 Well. On September 20, 2004, the Oil Conservation Division 

rejected-Devon's application for permit to drill the No. 7A Well. 

5. Kenneth Smith, Incorporated, is the surface owner of the SW/4 

NW/4 of said Section 24 and is an interest owner of the oil and gas minerals and 

potash minerals located under these lands. 

6. Mr. Smith, all other mineral interest owners (which includes the 

potash reserves) and Devon have reached mutual agreement for the development 

of the minerals under this land whereby Devon will drill for and develop the oil 

and gas under this land and the potash resources under this property, i f any, can 

thereafter be mined. Attached hereto as Exhibit C is an affidavit from Mr. Smith 

supporting the application of Devon for the drilling of the Apache 24 Fee Wells 

No. 6, No. 7, and No. 7A. 

7. Although IMC/Mosiac does not own potash rights under said 

Section 24, IMC/ Mosaic filed written objections with the Oil 

Conservation Division's Artesia Office. On April 12, 2004, IMC/Mosaic 

objected after the period for filing objections for the No.6 Well had run 



and after the Division had approved the APD. On August 30, 2004, 

IMC/Mosaic objected to Devon's application for the No. 7 and No. 7A 

Wells. Copies of the objections are attached as Exhibit D. 

8. On September 20, 2004, the Division's District Office rescinded 

Devon's APD for the No. 6 Well and rejected the APD for the No. 7A Well. The 

BLM has taken no action on the No. 7 Well. A copy of the Division's 

September 20, 2004 letter is attached hereto as Exhibit E. 

9. Order R-l 11-P makes no provision for an LMR determination when 

the proposed well is located, as here, on fee lands nor does Order R-l 11-P 

authorize a potash lessee to designate a Life of Mine Reserve ("LMR'') area over 

lands not leased to that potash lessee. See, Oil Conservation Division Order No. 

R-9990, Finding 11, attached hereto as Exhibit F. 

10. In this case Mr. Smith, as owner of the unleased potash underlying 

its acreage, has consented to Devon's drilling of the Apache 24 Fee Wells and 

desires to have its oil and gas minerals developed first and in preference to any . 

potash reserves underlying its fee property. 

11. There is mutual agreement of the owners of the oil and gas 

minerals and the potash minerals under the SW/4 NW/4 of said Section 24 for 

the drilling of the Apache 24 Fee Wells and the provisions of Sub-part G(e)3 of 

Order R-l 11-P, the provision cited by IMC/Mosaic as the basis for its objection, 

have been met and Devon's APD's were improperly rescinded/rejected and 

should be re-instated/approved. 

12. Devon has followed the provisions of Order R-l 11-P, subpart 

G(e)(2), which requires it to provide notice of its intent to drill to all potash 

lessees within one mile of the proposed well location and as provided in sub-part 

H of order No. R-l 11-P. Pursuant to Commission precedent, the APDs of Devon 

should not have been rescinded/rejected. Devon is entitled to drill the subject 

well as proposed with a representative of IMC/Mosaic present during the 



drilling, cementing, casing and plugging of said well to observe conformation 

with all requirements of Order No. R-l 11-P. 

13. Based on the facts of this case and clear Commission precedent, the 

Division should dispose of this matter without hearing, immediately order the re­

instatement and approval of the drilling permits for the Apache 24 Fee Wells No. 

6, 7 and 7A and dismiss this case. 

WHEREFORE, Devon Energy Production Co. request the Division: 

(1) apply the precedent established by its Order No. R-9990 to the facts 

of this case; 

(2) re-instate Division approval of Devon's Application for Permit to 

Drill the Apache 24 Fee Well No. 6, 7 and 7A: and 

(3) dismiss the objection of IMC Potash Carlsbad, Inc/Mosaic Potash 

to this proposed well location. 

Respectfully submitted, 

HOLLAND & HART LLP 

Ocean Munds-Dry 

ATTORNEYS FOR DEVON ENERGY 
PRODUCTION COMPANY 



I 

CERTIFICATE OF SERVICE 

I certify that I have caused a copy of the foregoing pleading to be delivered to 

Gail McQuesten, Esq. Attorney for the Oil Conservation Division by Hand Delivery, Dan 

Morehouse, Mosaic Potash by facsimile [Fax No. (505) 887-0589] and to Charles High, 

Esq., attorney for Mosaic Potash, by facsimile [Fax No. (915) 546-5360] on this 24th day 

of November 2004. 
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OIL & GAS LEASE 

THIS AGREEMENT made tUl 30" 

(whether one or mure) and T. VERNE DWYER, 500 West 

4»r efOcteber, WO], between GEOUCIA L. BERGSTEN A/KM GEORGIA LOU LONDON BERGSTEN 
. Of » » 4 M « Dri< «• M I E I I Alhimnwllllr NM 171 l»t herein celled 

Salt, 310, Midhnd, T n . . 79701. "Uo5=T%,, j , ^ „ . „ , . M n w ; j W f c ^ ^ . , M 

1. Lessor, in consideration of TEN AND OTHER DOLLARS in hand paid, recap! ofwhich is hereby s>ckiiowledged,artoftter^ 
the Lessee herein contained, hereby grants, leases and lets exclusively unto Leiiec for tbe purpose of investigating, exploring, prospecting, drilling, and operating for aod producing oil and gas, 
injecting get, waters, other fluids, andairiaro subsurface strata laying pipelines, storing oi), building tanks, roadways, telephone lines, and ether jtruenns aid thirty then** to produce, save take 
care of. treat, process, store and transport said minerals, the following described land tn EDDY COUNTY, NEW MEXICO, to-wil: 

TOWNSHIP 1 1 SOUTH. RANGE 30 EAST 

SECTION 24: SW/4 NW/4 

Said land is estimated 10 comprise 40.00 acres, whether h actually comprises nwro or loss. 

2. .Subject ro the other provisions hereto contained, t/ns lease snail remain in force for a term of tbreetfjyeart from tfus dale (called ''primary term") and at long thereafter as oil 
or gas is produced irom said land or from land with which said land is pooled. 

3. Tbe royalties to be paid by Lessee are: (a) on oU, and other liquid hydrocarbons taved af the well, 3/16* of(Jul produced and saved from said bmd, nine to be delivered 
oi the wells or to the crcdil of Lessor in the pipeline 10 which the wells may be connected; (b) on gas, including casuigheed gas or other gaseous substance produced from said bmdanduscd off the 
premises 01 used in the rnanufacture of gasoline or other products, the market value al the wdl of 3/16* of the gas used, provided that en gas sold on or off At premie^ 
oftbcemoimr rcsUzediroms^ 
but gas or condensate is not being so sold or used and such well ts shul-m, either before or after production tnereficm, then on or before 90 days after said well is shut in, and thereafter at annual ' '"' 
iniervals. Lessee may pay or tender an advance shut-in royalty equal to 00 per tw acre oH^SMr's gas acreage^ 
as said shuf-tn royalry is patd or rendered, this lease shall not terminate and il shall be considered under all clauses hereof that gas is being produced from the leased premises in paying quantities.' 
Each such payment shall be paid or tendered 10 the parry or parties who at the time of such payment would be entitled to receive the royalties which would be paid mxler this lease if (he weQ were in 
tact producing. The paymem or tender of royalties or shut-in royalties may be made by check or draft. Any timely payrucm or lender of shut-in royalry which is made in a bona fide attempt to 
make proper payment, but which is CJTCDCOUJ in whole or in part as to parties or amounts, shall nevertheless be sufficient 10 prevent termination of this lease in tbe same manner as though a proper 
payment had been made if Lessee shall correct such error withm 30 days after lessee has received written notice Ihcrcof by certified mail from the party cr parties entitled to payment together 
wich such wrinen instruments (or certified copies thereof) as are necessary to enable lessee to make proper payment. The amount realized fromthesale'ofgasoDCfoiF 
price established by tbe gas sales contracted entered into ia good faith by Lessee and gas purchaser for such lerm and under such conditions as arc customary in (he industry. *Triee" shall mean the 
net amount received by Lessee after giving effect to applicable regulatory orders and after application of any applicable price adjustments specified in such contract or reguhUory orders, hi the event 
Lessee compresses, treats, purifies, cj defydratea su& • 
such price a reasonable charge for each of such /unctions performed. 

4. This is a paid-up lease and Lessee shall not be obligated during the primary tern hereof to commence or continue any operations ofwhatsoever character orto make any paymeata 
hereunder m order 10 maintain this lease in force dunng the primary lenn. however, this provision is not intended to relieve Lessee of the obligation to pay royalties on actual prahxlion pursuant to 
the provisions or paragraph 3 hereof. 

J. Lessee b hereby granted the right and power, from tune to bine, to pool or combine this tease, the land covered by it or any par) or horizon thereof with any other land, 
mineral csUitcs or parts thereof Cor the production of oil or gas. Units pooled hereunder shall not exceed tbe standard proration unit fixed by law or by rhe Oil Conservation Division of the Energy ' 
and Minerals LVpenrocntof the State of New Mexico cn~ by any odvr lawful auttoriryforlhe pod or aroain which said land is situated, plus a tolerance to tro percent. Lessee shafJ file written unit 1 

designations in the county in which the premises are located and such units may be designated from lime to time and either beforr or after the ecropietiesi of wells. DriDing operatmu DO cr . 
production from any pan of any such unit shall be considered for all purposes, except the payment of royally, as operations conducted upon or production from the land described in this lease. 
There shell be allocated to the land covered by this lease included in any such unit that portion of the total production of pooled minerals from weJls in the unit, after deducting any used in lease or 
unit operations, which rhe net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit The production so allocated shafl be 
considered for all purposes, deluding me payment or delivery of royalty, to be tbe entire production of pooled minerals from the portion of said land covered hereby and included in said unit in the 
same manner as though produced from said hmd under the terms of this lease. Any pooled unit designated by Lessee, as provided herein, may he dissolved by Lessee by recording saŝ ipropriate 
instrument in the county where the bmd is situated ai any time after the completion of a dry hole or tbe cessation of production CA said unit 

6. If al the expiration of the primary term there is DO well upon said land capable of producing oil or gas, but Lessee has commenced operations for drilling or reworking 
thereon, this lease shall remain ia force so long as operations are prosecuted with no cessation of marc than 60 consecutive days, whether such operation be on the tame well or on a different or 
additional well or wells, and if they result in the production of oJ or gas, so long thereafter as oil or gos is produced from said land. If, after the expiration of the primary term, all wells upon said 
land should become incapable of producing for any cause, this lease shall not terminate if Lessee commences operations for additional drilling or Cor reworking within 60 days uiereafter.' If any 
drilling, additiooal drilling, or reworking operations hereunder result in productiori, then this tease shall remain in fUTI force so long tbcreaner as oil or gas is produced hereunder. 

7. Lessee shall have free use of oil, gas and water from said land, except water from Lessor't wells and tanks, for all operations hereunder, and the royalty shall be computed after 
deducting any SO Used. I tha i ! t iavg thg t ight nl mry l i m f . rf.tmig nr ftfWlrw. fevptfrinw n t th i* I M W t n r r a w m - a l l pmp—*y mt%A •fiviwiwg p l a r w t ley I » m « *alA l f w | e ^ i ^ t f H j h l fff frlT" 

and remove all casing When required by Lessor, Lessee will bury all pipelines on cultivated lands below ordinary plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any 
residence or barn now on said land without Lessor's consent. Lessor shall have the privileipe, at his risk and expense, of using gas from any gas well on said land for stoves and iruude lights in the 
principal dwelling thercoti, out of any surplus gas not needed for operations bereunder. 

8, The rights of dther pany l>ereundeTnvay be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, admirustrators. successors and assigns; 
but no change in the ownership of the land or in tbe ownership of, or rights to receive, royahies or shut-in royahies, however accomplished shaU operate to enlarge the obligations, or diminish ihe 
rights of Lessee: and no ŝ jchchaneem division shall be binding upon lessee fm any purpose until 30 days after Lessee ha* been funushed by certified mail at Lets 
with acceptable instruments or certified copies thereof constituting the chain of title from die original lessor. If any such change in ownership occurs through the death oftbe owner, Lessee may, at 
its option, pay or lender any royalties or shut-in royalties m the name of the deceased or to his esiaic or to his heirs, executor ox admirastrator until such time as Leasee has been fbrnished with 
evidence sarisfactory w lessee as to the persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such asagrtrnent, relieve and discharge Lesacc of any 
obligations l>creunder and, if Lessee or assignee of part or parts hereof shall fail or make defauli in the payment of the proportionate part of royalty or shut-in royalry due from such Lessee or 
assignee or raD to comply with any of the provisions of this lease, such default shull not affect this lease insofar as it covers a part of said lands upon which Lessee or any assignee thereof shall 
property comply or make such payments. 

9, Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or re-tvorking operations hereunder, or from 
producing oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or miUerial or by operation of force majeure, or by any Federal or state hnr or any order, rule or 
regulation of governmental authority, then while so prevented. Lessee's duly shall be suspended, and lessee shall out be liable for failure to comply therewith; and thia tease shall be extended while 
and so long as Lessee is prevented by any such cause from cooductbiR drilling or reworking operations or from producing oil or gas hereunder, and the time while Lessee is so prevented shall not be 
counted against Lessee, anything in this (ease to the contrary oatwidutaitfng. 

10, Ussor hereby wairanb and agrees to rJefendh^ 
Lessee does so it shall be subrogated 10 suoh hen with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward satisfying same. Without impairmert of 
lessee's rights under the warranty, if this lease covers a less interest in tbe oil or gas in all or any part of said land than the entire and urKbvidedlec simple esUte(wiielhcrT^3Siy'iintenMishere^ 
specified or not) then (he royalties, shut-tn roynlry, and other payments, if any, accruing from any part as to which this lease covers less than such full imcrest, shall be paid only in tbe proporttoa 
which the interest therein, if any, oovered by this lease, bears to the whole and imdivided fee stmpie estate mereiin. Should any one or more of the parties oaoied above as Lessen faS to execute tins 
lease, it shall nevertheless be binding upon Hie pany or parties executing the same. 

f l . Lessee, its or ots successors, heirs and assigns, shad have rhe right af any time lo swnejideT mis lease, in whole or m part, to Lessor or frit hetrs, successors and assigns 
by delivering or mailing a release thereof to the Lessor, or by placing a release thereof of tecord in tbe county in which said land ig situated; thereupon Lessee stall be relieved from all obhgatioos, 
expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable bereunder shall be reduced in the proportion thai the acreage covered hereby is 
reduced by said release or releases 

T VERNE DWYER 
OIL & GAS INVESTMENTS 
500 W WALL STE 310 
MIDLAND TX 79701 

GEORGIA L/VEKGSTEN A/K/AGEORG\A LOU LONDON 
BERGSTENHSEALING JN HER SOLE AND SEPARATE 
PROPERTY PRiNTED NAME: 

EXHIBIT 

A 



000002 
Mo>r 534 Pi« 0113 1 

INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form) 

STATE OF NEW MEXICO 

COUNTY OF fi^1- V 

The foregoing instrument vw acknowledged before me this d p day of r > i > f . V n L L & S \ 2003, by GEORGIA L. 
BERGSTEN. 

My Comroiflwn Expires L t f l . c\, t ) O 0 ' 1 

* ^ \ r W P / s V / 
< ^ 

% , O F M y ; ..... 
STATE OF WfeW MEXICO I 
COUNTY o r 

Tbe foregoing instrument was acknowledged before me this _ 

Mxary Public. SuR of New Mexico 

Printed Name t_,y\ •* 

INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form) 

_ day or_ ,2003, by. 

My Conuoisjtai Expires_ 
Notary Public, State of New Mexico 

Printed Name 

RECEPTION NOt 0315624 STATE OF 
NEW MEXICO, COUNTY OF EDDT 
RECORDED IZ/ZZ/ZQOZ 8:Z7 AM 
BOOK 0534 PAGE 0 l l Z - ^ / ^ ^ £ ^ . 
JEAN BLENDEN. COUNTr^CLlfktr^ 

• •>. v v • v 
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OIL & GAS LEASE 

THIS AGREEMENT made this 2* day of October. 2003, betweea WILLIAM JEFF GLENN AND LORA NELL GLENN, AS TRUSTEES OF THE W I L L I A M JEFF 
GLENN AND LORA NELL SMITH GLENN REVOCABLE TRUST DATED FEBRUARY 13,1992, of 375 Ridge Road, Silver CJfy, NM 83061, heron c*2ied 
"LessoT (wheUi«o««more)md -: 

1. Lessor, in cwidetatioo ofTEN AND OTHER DOLLARS in hand paid, receipt of which is hereby acknowledged, and of die royalte 
tbe Lessee herein ccotam 
injecting gas, waters, other fluids, and air into subsurface strata lay tag pipelines, sioriiig oil, building tanks, roadways, telephone tinea, and other smictures and things thereon to produce, save cake 
care of, treat, process, store and transport said minerals, the following described bmd in EDDY COUNTY. NEW MEXICO, to-wit 

TOWNSHIP 11 SOUTH., RANGE 30 EAST 

SECTION 24: SW/4 NW/4 

Said land is estimated to cwnprise 40.00 acres, whether it actually emprises more or less. 

2. Subject to the other provisions herein chained, !)LLS lease shaD remain in forte for a term of three (3) years from this date (called "primary lerm"} and as long thereafter as oil 
or gas is produced from said land or from land with which said land is pooled. 

3. The royahies lo be paid by Lessee arc: (B) on oil, end other liquid hydiwarboos saved at the weO, 3/16* of that produced and saved from said land, same-to be delivered 
at the wells or (o Che credit of Lessor in chc pipeline to v>hich the wells may be connected; (b) on gus, including casioghead gar or other gaseous substance produced from said land and used off the 
premises or used in the tnanufacone uf gasoline or other products, the market value at the well of 1/16* of the gas used, provided that on gas sold on or off the premises, the royalties shall be 3/16*. 
of the amount realized from such sale, (c) and at any time when tin's base is not validated by other provisions hereof and there i i a gas and/or cortaensateweu' on said bud, or urndprotedutatwith, 
but gas or condensate is not being so sold or used and such well ia shut-in, eidvei before or after production rhercfrora. then on or before 90 days after said well is shut in, and fliertafter at annual 
miervah, Ussee may pay m tern 

* as said shut-in royalty ts paid or tendered, this lease shall not tcrntuiate and it shall be considered under all clauses hereof that gas is being produced from the leased premises In paying quantities, 
Each such payment shall be paid or tendered to the parry or parties who al the time of such payment would be entitled to receive the royalties which would be paid under this lease if the well were ia 

* fact producing. The pnyment or tender of royalties or shut-in royalties may be made by check or draft. Aiwtitnery paymem or tender 
make proper payment, but which ia erroneous in wtralt wm part ai to parties or amounts, shall nevertheless be sufficient to prevent termination ofthiskasem the same m . 
payment bad been made if Lessee shall correct such OT 
with such written instruments (or certified copies thereof) as are necessary to enable lessee to make proper payment The amount realized from the sale of gas on or off the premises shall be the 
price established by the gas sales contracted entered into in good taith by Lessee and gas purchaser for such term and under such commons as are cusl Oraary in the industry, shall mean (be > 
••ci amount reGerve4ty w tile event 
Lessee compresses, treats, purifies, or dehydrates such gas (whether an or off the leased premises) or transports gas off the leased premises. Lessee in comparing royalty bereunder may ded^ from 
such price a reasonable charge for each of such fractions performed. 

4. This is a paid-up lease and Lessee shaD not be obligated during tbe primary term hereof to commence or continue any orjerations of whatsoever character or to make any payments. 
hereunder rn onto H>rnamlain this lease in force during the prirnary term; however, ihis provision is not intended to relieve Lessee of the cbbugalioa to pay royalties on sctualprodw^WpuiWant 10 
the provisions or paragraph 3 hereof. 

3. Lessee is hereby granted the right and power, from time to time, to poo) or combine (his lease, the land covered by tt or any part or horizon thereof with any other land, 
mineral estates or pans thereof for the production of oil or gas. Units pooled hereunder anal) not exceed the standard proration unit faed by bjw or by the OH Cortservalioo Dtvisioo Of me Energy 
and Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is situated, plus a tolerance to ten percent. Lessee shall file written onh 

' designations in the counry in which the premises are located and such umls may be designated from time to nine and cither before or after the completion of wells. Drifting operations Ofl or 
production from any pan of any such unit shall be considered for all purposes, except the paymeni of royalry, is operaiions conducted upon or production from the land described m this tease. 
There shall be allocated fo the (and covered by this lease included in any such unit that portion of die total production of pooled minerals front wells in the unit, after deducting any used to lease or 
unit operations., which the net oil or gas acreage m the land covered by this tease included in the unit bears to (he total number of surface acres in the unit. The production SO allocated shaD be 
considered for all purposes, mcwdnig mc payment or delivery of royalry, to be the entire production of pooled minerals from the portion of said (and covered hereby and mchtded in aardumtinifae .. 
same manner as though produced from said land undci the terms of this lease. Any pooled unit designated by Lessee, as provided herein, may be dissolved by Lessee by recording an appropriate 
inst run tent in the county where the land is situated at any time after die completion of a dry bole or the cc&sarion of prodVitoD on said unit 

6. If at ihe expiration of the primary term there is no well upon said land capable of producing od or gas, but Lessee has comrneoced operations for drilling or reworking 
thereon, this lease shall remain in force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operation be on die same well or on a different or 
additional well or wells, and if they result in tbe production of ofl or gas, so long thereafter as oil or gas is produced from said land. If, after the expiration oftbe primary term, al) wells upon said r 
land should become incapable of producing for any cause, this lease shall not terminate if Lessee commences operations for additional drilling or for reworking within 60 days thereafter. If any 
drilling, additional drilling, or reworking operations hereunder result in production, then this lease shall remain in full force so long thereafter as oil or gas is produced hereunder. 

7. Lessee shall have free use of oil, gas and water from said land, except water from Lessor's wells and tanks, for all operations hereunder, and the royalty shall becomputed after 
deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixturea placed by Lessee on said land, tnchxling the right tp draw 
and remove alt casing. 1 When required by Lessor, Lessee will bury all pipelines on cultivated lands below ordinary plow depth, and no welt shall be drilled within two hundred feet (200 ft.) of any 
residence or barn now on said land without Lessor's consent Lessor shall have the privilege, at his risk and expense, of using gas from any gas well on said land for stoves and mride lights in the 
principal dwelling mereon, out of any surplus gas not needed for operations hereunder. 

, 8 . Tbe rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrator*, Successors and assigns; 
but So change m the ownership oftbe land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate K) ê darge theotjjgalions OT diminish thf 
rights of Lessee: and no such change or division shaD be binding upon lessee for any purpose until 30 days after Lessee has been tunashed by certified mail St Lessee's principal place ofbusine&s 
with acceptable instruments or certified copies thereof consrinjiing rhe chain of title from the original lessor. If any such change in ownership occurs through the death oftbe owner, Lessee may, at 

• its optica, pay or tender any royalties or shut-in royalties h> the name of the deceased or io his estate or to his heirs, executor or administrator until such time as Lessee has been furnished with 
evidence satisfactory lo lessee as to the persona entitled it> such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge Lessee of any 
obligations hereunder and, if Lessee or assignee of part or parts hereof shaJI fail or make default in the payment of the proportionate part of royalry or shut-in royalty due from such Lessee Of 
assignee or fad ro comply with any of the provisions of this lease, such default shell not affect riirs lease insofar as ii covers a part of aaid lands upon which Lessee or any assignee thereof shall 
properly comply or make such payments. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or from 
producing oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, ot by any Federal or slate law or any order, one or 
regulation of governmental authority, trien while so preveiued, Lessee'sdu shall not be liable for failure to comply therewith; and this lease shall be odended while 
and so long as Lessee ia prevented by any such cause from conducting drilling or reworking operations or from producing oil or gas hereunder, and the rime whuc Lessee is SO prevented shall not he 
counted against Lessee, anything m this tease io the contrary norwithsiaodiiig. 

10. Lessor hereby warrants and agree* to defend title to said land and agrees that lessee at its option may discharge any lax, mortgage or other Ken upon said land, and in the event 
Lessee does so it shall be subrogated to such hen with the right to enforce same and to apply royalties and shut-in royalties payable bereunder toward satisfying same. Without impairment of 
Lessee's rights under the warranty, if this lease covers a less interest in the oil or gas in al] or any part of suid land than the entire and undivided foe simple estate (whether Lessoj'simeretf » herein 
specified or not) then the royalties, shut-in royalty, and other payments, if any, accruing from any pan as to which this lease covers less than such fuD interest, shall be paid only hi the proportion 
which tbe interest therein, if any, covered by this lease, bears to the whole and undivided fee simple estate therein. Should any one or more oftbe parties named above as Lesson fid) to execute this 
lease, it shall neverttieless be binding upon the party or parties executing the same. 

I I . Lessee, its or his successors, heirs and assigns, shall have the riyht at any time to surrender this lease, in whole or in pert, to Lessor or Las heirs, successors and assigns 
by delivering or mailing a release thereof to the Lessor, or by placing a release thereof of record in the county in which said land is situated; thereupon Lessee shall be relieved turn all ob%tftons, 
expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be reduced in the proportion that the acreage covered hereby is 
reduced by said release or releases. 

530 PAGE 0728 
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OZZng/. — -
[. TRUSTEE BY: WILLIAM JE. 

Tu ID. No.:

BY: LORA NELL GLENN, TRUSTEE 

(VUdlc J DC 
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INDIVIDUAL ACKNOWLEDGMENT (New Mexico Snort Fans) 

STATE OF NEW MEXICO | 

COUNTY OF J > C P / j } J i j / ~ 8 

The foregoing instrument ma acknowledged define me this / A of / £ h & t £ r * } , 2003, by WILLIAM JEFF 
GLENN AND LORA NELL GLENN, la the capacity herein lotted. 

My Commission Uxpnr3_ 
«HI*. Notary Public. State of New Mexico 

! X - . n . / g ? 

Printed Name 

\ £ OF U*V, 

RECEPTION NO-. Q314331 STATE OF 
HEW H E X I C O , couwrr OF-EDDT 
RECORDED 11/17/2003 10:13 AH 
BOOK 0530 PAGE 072B A./77<ru~» 
JEAN BLEKDEN, COUMTl CLEKK 
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Producer't M P̂raducer' i Rewied 1994) New Mexico f 42P, Wdup 

OIL & GAS LEASE 

THIS AGREEr^m-made this 20" day ofOctoberr, 2003. between KENNETH MARK SMITH A/K/A K£NNETH M . SMITH, AND WIFE, PATSY LOU SMITH, o W 7 
Smith Raacb Road. Hobbs* NM 88240, herein called 'l-esscr" (wbetber one or more) and T. VERNE DWYER, 500 West Wall, Suite 310, Midland, T«xas 7970!. "Utiee": 

I . Lessor, in consideration of TEN AND OTHER DOLLARS in hand paid, receipt of which is hereby adoaow4edged,andortteî ^ 
the Lessee herein contained, hereby grants, leases and leu exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling, and operating tor and prodtsemgoi) and gas, 
injecting gas. waters, other Quids, and air into subsurface strata laying m'pelincs, storing oil, building tanks, roadways, telephone lines, and other structures and things thereon to produce, save take 
care of. treat, process, ssorc and transport said minerals, the following described land in EDDY COUrVTY, NEW MEXICO, to-wit: 

TOWNSHIP 22 SOUTH. RANGE 30 EAST 

SECTION 24: SW/4 NW/4 

Said land is estimated to comprise 40.00 acres, whether it actually comprises more or less. \ 

2. Subject to the other provisions herein contained, this lease shall lexnain in force for a term of three (3) years from this date (called "primary term**) and as I ong thereafter as od 
or gas is prodixed from said land or ftom land with which said land is poded. 

3. The royalties to be paid by Lessee are: (a) oo ofl, and other liquid hydrocarbons saved al the wdl, 3/16* of thai produced and saved from said land, same to be delivered 
at the welb or tome credit of Lessor mine pipeline w which the wcHs may (b) on gas, including caringhead gas or other gaseous substance produced from said land and used off 
the premises or used in the manufacture ofgasohne or other products, the market valut at the well of J/Id* ofthegns tise<t proved that on gas sold on or off rhe eternisê  die royaWeastafl be 
3/16* of me amount realized from such sale; (c) and at any trmc when uta tera 
therewith, but gas or condensate is not being so sold or used and such well is suut̂ .eicbcr before or after production rj^frorr^ 
annual intervals. Lessee may pay or tender an advance shut-in royalty equal to $ 1.00 per net acre of Lessor's gas acreage then held under this lease by the party mating stssh payment or tender, and 
so long as said shut-in royalty is paid or tendered, this lease shall not terminate and it shall be considered under all clauses hereof that gas is being produced from the Umsed premises hi paying • 
q\iart*ities. Each such payment shall be paid or tendered to the party or parties who at the time of such payment would be entitled to receive the royalties which would be pqtdunder this ieaae if the 
well were in fact producing. The payment or tender of royalties or shut-in royalties may be made by check or draft. Any timely payment or tender of stot-m royalty w^ 
attempt to make proper paymem, but which is erroneous in whole or in part as to parties or amounts, shall nevertheless be sufheiem Is prcvemrermirtauoDOfthstease 
a proper payment bid been made if Lessee shall correct such error within 30 days after lessee has received written notice thereof by certified mail from the patty or parties endued to receive 
payment together with such written instruments (or certified copies thereof) as arc necessary to enable lessee to make proper paymem. TbeaiTOUUiealu> :̂fo^ 
premises shall be the price established by the gas sales contracted entered into in good faith by Lessee and gas purchaser fot such term and under such cocdittoos as are customary in the industry, 
-price*' shall mean tbe net amount received by Lessee after giving effect to applicable retaliatory orders and after application of any applicable price adjustments specified in such contract or 
regulatory orders. In the event Lessee compresses, treats, purifies, or dehydrates such gas (whether on or off the leased premises) or n-ansports gas off the leased premises. Lessee in wmiputing 
royalry hereunder may deduct from such price a reasonable charge for each of such functions performed. 

4. This is s paid-up lease and Lessee shaft not be obligated during the primary term hereof to commence or continue any operaUcnj of whatsoever character or to make any 
payments hereunder in order lo maintain this lease b force during the primary term; however, this provision is not intended to relieve Lessee of the obligation to pay royalties Ofl actual production 
pursuant to the provisions or paragraph 3 hereof. 

• 5. ' Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it cr any part or horizon thereof with any other land, 
' mineral estates or parts thereof for the production Of oil ot gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the Oil Conservation Division oftbe Energy 

and Minerals Depamnent of the State of New Mexico or by any other lawful authority- for the pool or area in which said land is situated, plus a tolerance >o ten percent Lessee shall file written 
unit designations tn the county in which the premises are located and such units may be designated from time to time and either before or afbvlnecoinp^ 
production from any pan of any such unit shall be considered for all purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. 
There shall be allocated to tbe land covered by this lease included in any such unit that portion of me total production of pooled minerals from weOs in the unit, after deducting any used in lease or 
Unit operations, winch the net-oil oi gas acreage in the land covered by this lease included in the unit bears to tbe total number of surface acres in the unit. The production so aUonte^ 
considered for all purposes, including the paymern or delivery of royalry, to be the entiro production of pooled minerals from the portion of sat'4 land covered hereby and included in said unit tn the 
same manner as though produced horn said land under the terms ot this lea.«. Any pooled unit dc*iinuuod by Lcuee, HI pitivided l*a ein, i,uy bj dissolved D} Lessee by mottdmg its appropriate . 
instrument in rhe county where the land is situared at any time after the completion of a dry hole or the cessation of rx^duction on said nail. 

6. If ot the expirBiion oftbe primary term there is no well upon said land capable of producing oi) or gas, but Lessee has commenced operations for drilling or rê vorking 
thereon, this lease shall rcmam in force so long as operations are prosecuted with no cessation of more than 60 consecutive days, wbetber such operation be on the same well or on adirTeronl or 
additional wdl or wells, and if they result in the rxomjcrico ofoiiot gas, so long thereafter as oil or gas is produced from said tend If, after the expiiaoxm of the primary 
land should become incapable of producing for any cause, this lease shall not terminate if Lessee commences operaiions for additional drilling or for reworking within 60 days uScreafter. If any 
drilling, additional drilling, or reworking operaiions bereunder result in production, then this lease shall remain in full force so long uSereafter as oil or gas is produced hereunder. 

7. Leasee ihailruivc free use of oil g^ after 
deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by Lessee on said land, including tbe right to 
draw and remove all casing. When required by Lessor, Lessee wd) bury all pipelines on cultivated lands below ordinary plow depth, and no well shall be drilled within two bjmdrcd feet (200 fl.) of 
*ny residence or bam now on said land without Lessor's consent. Lessor shall have the privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in 
die principal dwelling thereon, out of any surplus gas not needed for operations hereunder, 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executor*, administrators, successors and assigns; 
but no change in the ownership of the land or in tbe ownership of. or rights to receive, royalties or shut-in royahies, however accomplished shall operate to emerge, tbe nMig?rir«nt ff <ti«win'pBh the 
rights of Lessee: and no such change or division shall be binding upon lessee for airy purpose until 30 days after Lessee has been furnished by certified mail at Lessee's principal place ctfbusijess 
with acceptable mstrurnent* or certified copies thereof constituting the chain of title from the original lessor. If any such change in ownership occurs through the death of me owner. Lessee may, at 
its option, pay or tender any royahies or shut-in royahies in the name of the deceased or to his estate or to his heirs, executor or administrator until such time as Lessee has been furnished with 
evidence satisfactory to lessee as to the persons entitled to such sums. An assignment of this lease in whole or in pan shall, to the extent of&uchassiipuncnt, relief arm" disdiarge Lessee Of Soy 
obligations hereunder and, if Lessee or assignee of pan or pans hereof shall fail or make default in the payment of the proportionate port of royalry or shut-in royally due from Such Lessee or 
assignee or fat) to comply with any of me provisions of this lease, such default shall not aflfect this lease insofar as it covers a pert of said lands upon which Lessee or any assignee uSer*x>f siudl 
property comply or nuke such payments. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from axviuctmg aVilling or nrworking operations hereunder, or from 
producing oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or stale law or my Older, rule or 
regulation of gowjnuncnlal authority, then while so prevented, Lessee S duty shall be suspended, and lessee shall not be liable for failure to comply therewith; and this lease shaD be extended wane 
and so long as Lessee is prevented by any such cause from conducting drilling or reworking operations or from producing oil or gas hereunder, and the time while Leasee is Bo prevented shall not be 
0,-Hinted againM Lessee, anythmc in f nn lease to the contrary nohvithslanding. 

10. Lessor hereby warrants and ajarccs (o defend title to said land and agrees that lessee at its option may discharge any tax, mortgage or orJurJien upon said land. and m the event 
Lessee does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward satisfying same. Without rmpairment of 
Lessee's rights under the warranty, if this lease covers a less interest in the oil or gas in all or any pari of said land than the eonre and undivided foe simple estate (wbeu^ Lessor's gtiocstii berem 
specified or not) then tbe royalties, shut-in royalty, and other payments, if say, accruing from any pan as to which this lease covers less than such full interest, shall be paid only m the proportion 
which the interest therein, if any, covered by this lease, bears ro the whole and undivided fee a/mpte estate therein. Should any one or more of the parties named above as Lessors faii to execute 
this lease, it shall nevertheless be binding upon the party or parties executing the sane. 

I I . Lessee, its or bis successors, heirs and assigns, shall have the right at any tune to surrender this lease, in whole or hi part, to Lessor or (us beirj, successors and assigns 
by dclivcriai or mailing a release thereof to the Lessor, or by placing a release thereof of record in the county in which said land is situated; ihereiaxm Lessee shall be relieved from aD rjWigarions, 
expressed or implied, of this agreement as to acreage so sunendered, and thereafter the shut-in royalty payable hereunder shall be reduced in the prcocrnoo that tbe acreage covered hereby b 
reduced by said release or releases. * 

KENNETH MARK SMITH 

 

PATSY LÔ pMITH T A / W D ^ f 
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INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form) 

STATE OF NEW MEXICO 

COUNTY OF 

W A U J U L U > 

SMITH. 

My Commission Expii»»_>$''* 7 * 4 

STATE OF NEW MEXICO 

COUNTY OF _ 

The foregoing instrument was acknowledged before me this 

SMITH. 

My Commission Expires 

Notary Public, State of New Mexioo 

Primed Nunc. 1 ̂ ..ftA A^ad fttUls) 

, v*-*. 
INDIVIDUAL ACKNOWLEDGMENT (NeW-MoKo StoreForm) 

f l ) Q , i o ~ . K g £ 2003 by PATSY LOU 

Stale of New* 

•«•" 

RECEPTION" NOi 0314596 STATU OF 
NEW MEXICO. COUNT? OF E D D T 
RECORDED 11/24/2003 10i3S AM 
BOOK 0531 PAGE 047 Z & • C ^ * ^ < 
JEAN BLEUDEN, COUNTY CLERK 
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Producer's 88̂ Pro<lucer'l Re. ltd 1994) New Mexico JI 3 W, Paid-up 

OIL & GAS LEASE 

THIS AGREEMENT made ibis V day of October, 2003, between W I L L I A M C. S M I T H A / K / A W I L L I A M C R E E D S M I T H , A N D W I F E , N A N C Y S M I T H , o f P.O. Box 

727. Lovingtoo, N M 88260, herein called "Lessor"' (utiether one or more) and T. VERNE DWYEJt, 960 West Wall. Suit* 310, Midland, Texas 79701, -Lessee'*: 

1. Lesion, in coitsideralion ofTEN AND OTIUiR DOLLARS in hand paid, receipt of which is hereby aclusowiedgcd, and of the royahies herem provided and o f ^ 
the Lessee herein conuincd, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling, and operating tor and producing oil and gas, 
injecting gas, waters, other fluids, and air into subsurface strata laying pipelines, storing oil, building tanks, roadways, telephone tine*, and other structures and things uSereon to produce, save take 
can c< beat, process* s t m 

T O W N S H I P 22 S O U T H . R A N G E 3 0 E A S T 

SECTION 24: SW/4 NW/4 

Said land is estimated to comprise 40.00 acres, whether it actually comprise* more or leu. 

2, Subject to the other provisions bore j i cert (lined, this lease sh.ill remain in force for s term of three (3) years from th-'.s dau (called "primary term") and as long thereafter as oil 
or gas is produced from said land or from land with which said land is pooled. 

3, Tbe royahies to be paid by Lessee art: (a) on nil, and other liquid ljydrocarbaus saved m the well, 3/Itf* of thai produced and saved from said land, same to be delivered 
attlKwcl'aortothxGredA (b) on gas, including casinghead gas or other gaseous substance produced firm rod land and used erf 

premises or used ia the rrumufacrureof gasoline or other products, the market value at the well of 3/16* of me gas used, provided that on gas sold on or off the premises, tbe nryahtcs shall be 3/16* 
of the amount realized Irom such sale; (c) and at any Time when this lease is not vahdaied by other provisions hereof and tberc is a gas and/or rondensmc well c« l^landLcr bmd pooled tlasnrwim, 

but gas or condensate is not being so sold or used and such well is shut-in, either before or after production therefrom, then on or before 90 days after said well is sltul in, and Thereafter al annual 

' miervals. Lessee may pay or vender an advance shut-in royalty equal to SI .00 per net acre of Lessor's gas acreage then held under thia lease by the parry making such payrnent or lender, and so long 
as said shut-in royally is paid or tendered, this tease shall not terminate and it snail be considered under all clauses hereof that gas Ubdng produced firm the leased premises in paying ytajrtraca. 
Each such payment shall be paid or tendered to the party or parties who al the time of such payment would be entitled to receive the royalties which would be paid under this kase i f tbe well were in 
fact producing. The payment or tender of royalties or shut-in royahies may be made by check or draft. Any timely payment or lender of shut-in royalry which is mad* in a bona fide attempt to 
make proper payment, but which is erroneous in whole or in part as to parties OT amounts, shall nevertheless sufficient to prevent tenrunarion of this lease in the same manner as though a proper 

- payment had been made i f Lessee shall wrrectau^ 
with such written instruments (or certified copies thereof) as are necessary to enable lessee to make proper payment The amount realize from the sab of g ^ 
price established by.the gas sales contracted entered into in good faith by Lessee and gas purchaser for such term and under such conditions as are customary in the industry. "Price" shall mean the 
net amount received by Lessee after giving effect to applicable regulatory orders and after application ofany applicable price adjusone^specthedmiudiccan^ 
Lessee compresses, treats, purifies, or dehydrates such gas (whether oc or of f the leased premises) or transports gas off the leased premises, Lessee in co/nputzng royalty hereuxler deduct ftoro 
sucb price a reasonable charge Cor each of such fommons performed.. . . . 

4, This is a paid-up lease and Lessee shall not be cbtigaied during primary term he 
hereunder in order to maintain dtis lease in asm durmgtteprin^ 
tbe provisions or paragraph 3 hereof. 

S., Lessee is hereby gramed the right and power, from rime to time, to pool or combine this lease, the land covered by if or any part or horizon thereof with any other land, 
mineral estates or p/uts thereof for rhe production of oil or gas. Units pooted hereunder sheJl not exceed the suuidard proration uaif fixed by law or by the Oil Cotuervatjoa Division of cbc Energy 
and Minerals Department of the Stale of New Mexico or by any other lawful authority tor the pool or area in which said land is situated, plus a tolerance to ten percent. Lessee shall Gk written unit 
designations in the county in which .the premises are located and such units may be designated from time to time and other before or after the oonipletion of wctts. Drilling opcrationa on or 
prodiicrion from any part of any such unit shall be considered for all purposes, except the payment of royalty, as operations conducted upon or piwhicoan tram the bod Described in this lease. 
There shall be allocated to the land covered by this lease included in any such unit that portion of the total production of pooled minerals from weft's in die unit, after deducting any used in tease or 
unit operations, which the net oil or gas acreage in the htnd covered by this lease included in the unit bears to the total number of snrface acres in the unit. Tbe production so allocated shall be 
considered for all purposes, including the paymem or delivery of royalry, to be the entire production of pooled minerals bom the poruou of said land covered hereby and included in said unit in the 
same manner as though produced from said land under t i n terms of this lease. Any pooled unit designated by Lessee, HS provided herein, may be dissolved by Lessee by recording an apprc^riate 
;i>Mniment ii> the county where the land is situated at any time after the coDmleoou of a dry hole or the cessation of production on said unit. 

6. . (fat the expiration oftbe primary term there ts no well upon ga)d land capable of producing od or gas, but Lessee has commenced operations for drilling or reworking 
thereon, this (ease shah'remain in force so long as operations arc prosecuted with no cessation of more than 60 consecutive days, whether such operation be on the same well or on a different or 
additional well or weus, and i f they result in titc production of oil or gas, so long thereafter as oil or gas is produced from said land. If, a her the expiration of the primary term, all wells upon said 
land should become incapable of producing for any cause, thi* tease shall nctt terminate i f Leasee commences operations for additional drilling or for reworking within 60 days thereafter. I f any 
drilling, additional drilling, or reworking operations hereunder rosuh in production, then this tease shall remain in full force to kmg thereafter as oil or gas is produced hereunder. 

7. 1 Lessee shall have free use of oil, gas and water from said land, except water ftom Lessor's wells and tanks, for eh operations hereunder, and the royalty shall be computed after 
deducting any so used. Lessee shall have the right st any diM during w after the expiration of this leaM 
and remove all casing. When required by Lessor, Lessee will bury all pipelines on cultivated lands below ordinary plow depth, and no welt shall be drilled within two hundred feet (200 ft.) of any 
residence or bam now on said land without Lessor's consent. Lessor siiaH have the privilege, at his risk and expense, of using gas from any gas well on ssld land for stoves and mride Kghtsmdw 
principal dwelling thereon, out of any surplus gas not needed for operations hereunder 

&. The rights of either party hereunder may be assigned in whole or in port and the provisions hereof shall exiend to their heirs, executors, admiriistrators. succetsoni and airigTM; 
but no change in the ownership of the land or in the ownership of, or rights to receive, royalties Or shut-in royalties, however wxomplished ihall operate to enlarge the obligations or diminish the 
rights of Lessee: and no such change or division shall be binding upon lessee for any purpose until 30 days after Lessee has been funs shed by certified mail ai'Lessee's principal place of business 
with acceptable instruments or certified copies thereof constituting the chain of tide from the original lessor. If any such change in ownership occurs through die death of the owner; Lessee may, of 
hs option, pay or render any royalties or shut-in royalties m the name of the deceased or to his estate or to his heirs, executor or administrator until such time as Lessee has been torn shed with 
evidence satisfactory lo lessee as lo tbe persons entitled to such sums. An assignment of this least in whole or in part shell, to the extent of such assignment, relieve and discharge Lessee ofany 
obligations hereunder and, if Lessee or assignee of part or pans hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from snch Lessee or 
assignee or fail to comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which lessee or any assignee thereof shall 
properly comply or make such payments. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworkiig operations hereunder, or from 
produchtg oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or material, ot by operation of force majeure, or by any Federal or state taw or any order, rule or 
regulation of governmental authority, then while so rjrevenred, Lessee's duty shafl be suspended, and lessee shall not be liable for Bsilinr t " comply therewith; imd mi* ^r*$t fhpH h«* <-xtrnrW wnftV 
and so long as Lessee is prevented by any sucb cause from conducting drilling or reworking operations or frura producing o>t or gas hereunder, and me tune while Lessee is so prevented shafl not be 
counted against Lessee, anything in this lease to the contrary notwithstanding. 

10. Lessor hereby warrants and agrees to defend tide to said land and agrees that lessee at ils opiion may discharge any tax, mortgage or ether lien upon said hmd, and in the event 
Lessee dues so it snail be subiogaud in such lien Httb the right lo eoHoicc same ane to apply royalties* and shut-is royalties payable hereunder lavrard satisfying same. Without impairment of 
Lessee's rights under the warranty, if this lease covers a less interest in the oil or gas in all or any part of said land than the entire and undivided tee simple estate (whether Lessor's interest is herein 
specified or noi) then the royalties, shut-in royalty, and other payments, i f any, accruing from any part as to which this lease covers less than such full interest, shafl be paid only in the proportion 
which the interest thereiii, i f any, covered by diis lease, bears to the whole and undivided fee simple estate rherein. Should any one or more oftbe parties named above aa Lesson ftnl to execute this 
lease, if shall nevertheless be binding upon the party or parties executing the same. 

I I . Lessee, ils or his successors, heirs end assigns, shall have the riyht at any time to surrender this lease, in whole or in part, to Lessor or his heirs, successors and assigns 
by delivering or mailing a release thereof to tbe Lessor, or by placing a release thereof of record in tbe county m which suid land is situated; thereupon Lessee shall be relieved from all obligations, 
expressed or implied, of (bis agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be reduced tn the proportion (hat the acreage covered hereby is 
reduced by said release or releases. 

NANCY SjniTH 

 — . , , v / ' /   
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INDIVIDUAL ACKNOWLEDGMENT (New Mciko Soort Fotm) 

STATE OF NEW MEXICO J 
i 

COUNTY OF _ X E A ' I •• 

The foregoing imtnunent ins eckriowledged before me Ihu 1 4 t h day of OCTOBER , 2003, by WILLIAM C 
SMITH. , 

, INDIVIDUAL ACKNOWLEDGMENT (New Mexko Short Form) 

STATE OF NEW MEXICO 

COUNTY OF USA 

My 

The frtregrting instrument was Acknowledged before roe this -- 1 4 t h 

= *:. C"4*o-^r> • * r 

' " l U l l H ' 1 1 

1HL2005 

davof OCTOBER j 2003, by NANCY SMITH. 

PECEFTIOS KOJ 0314330 STATE OF 
HEW MEXICO, COUHTT OF EDDT « 
RECORDED li/17/Z003 10«U AM 
BOOK 0530 PAGE 0726 * 
JEAN BLENDEN, COUNT? CLERK 
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District I 
162S N. French Dr., Hobbs, NM 88240 
Pisttictrt 
1301 W. Grand Ave., Artesia, NM 88210 
District III 
1000 Rio Brazos Rd., Aztec, NM 87410 
District IV 
1220 S. St Francis Dr., Santa Fe, NM 87505 

State of New Mexico 
Energy, Minerals and Natural Resources 

Oil Conservation Division 
1220 S. St Francis Dr. 
Santa Fe, NM 87505 

FormC-

APPLIC ATION FOR PERMIT TO DRILL 

Operator Name and Address 

DEVON ENERGY PRODUCTION COMPANY, LP 
20 N.Broadway ! 
Oklahoma City, OK 73102 

OGRID Number ' 

6137 j 
Operator Name and Address 

DEVON ENERGY PRODUCTION COMPANY, LP 
20 N.Broadway ! 
Oklahoma City, OK 73102 

API Number j 

30-015-33248 j 

Property Code 1 

33470 j 

Property Name 

Apache 24 Fee 
Well No. ; 

006 

Surface Location 
ULorLot '! Section i Township j Range Lot Idn Feet From N/S Line Feet From E/W Line County 

E i 24 22S • 30E : E 1980 N 660 j W Eddy ;• 

Proposed Pools 
!|QUAHADAJWDGE;pELAW 50443 _ 

Work Type j 

New Well j 
Well Type 

OIL 
Cable/Rotary j Lease Type 

Private j 

Multiple j 

N 1 
Proposed Depth 

7900 i 

Formation j 

Delaware J 
Contractor 

Ground Level Elevation 

3366 

Spud Date 

02/01/2004 

Proposed Casing and[Cement Program 
I Type ! Hole Size; . Casinjg Size Casing Weight/ft Setting Depth Sacks of Cement Estimated TOC | 

Surf J J7J_ | 13.375 j .. .. 4 8 I 625 j 600 i o . . . ! 
Intl ! 11 1 8.625 | 32 3800 ' 1000_, 0 

Prod 7.875 _ ! _ 15.5 ; 7900 J 1300 ..J 
Casing/Cement Program: Additional Comments 

13 3/8 cmt lead w/350sx Class C & tail w/250 sx Class C, circ to surface 8 5/8 cmt lead w/800 sx Class C & tail w/200 sx •' 
Class C, circ to surface, 5 1/2 cmt lead w/430 sx Class C & tail w/300 sx Class C & Lead w/450sx Class C & tail w/175sx ii 
Class C thru DV tool @4000, circ to surface No Hydrogen sulfide or other hazardous gases or fluids have been j ! 
encountered, reported or are known to exist at this depth in this area Ji 

Type 
Proposed Blowout Prevention Program 

Working Pressure Test Pressure Manufacturer 
Double Ram 3000 3000 

Annular 2000 2000 
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. I hereby certify that the information given above is true and 
! complete to the best of my knowledge and belief. 

Electronically Signed By: Karen Cottom 

; OIL CONSERVATION DIVISION . I hereby certify that the information given above is true and 
! complete to the best of my knowledge and belief. 

Electronically Signed By: Karen Cottom 
j Electronically Approved By; Bryan Arrant 

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

Electronically Signed By: Karen Cottom : Title: Geologist 

Title: Operations Technician ] ! Approval Date: 02/19/2004 j Expiration Date: 02/19/2005 j 

Date: 12/17/2003 j Phone: 405-228-7512 
' :' 

Conditions of Approval: 
There are conditions. See.Attached. 
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Form 3160-3, . .- • 
(August 1999) 
K 8 UNITED STATES 

DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT 

APPLICATION FOR PERMIT TO DRILL OR REENTER 

FORM APPROVED 
OMB No. 1004-OUt 

Expires November 30.2000 

5. Lease SerlalNo. 
NMNM89051 

C. If Indian, Allottee or Tribe Name 

la. Type of Work: B DRILL • REENTER 

lb. Type of Well; 0 Oil Well • Gas Well •Other B Single Zone • MultipleZone 

7. If Unit or CA Agreement, Name and No. 

8. Lease Name and Well No. 
APACHE 24 FEDERAL 7 

2. Name of Operator Contact: LINDA GUTHRIE 
DEVON ENERGY PRODUCTION CO LP E-Mail: «nda.authrie*Jj**.<»m 

9. API Well-No, 

3a. Address 
20 NORTH BROADWAY, STE 1500 
OKLAHOMA CITY, OK 73102 

3b. Phone No. (include area code) 
Ph: 405.228.8208 
Fx: 405.552.1319 

10. Field'and Pool, or Exploratory 
QUEHADA RIDGE SOUTHEAST DEL . 

4. Location of Well (Rvpw I locMOn dearly und in accordance wiik any State requirements.*) 

M surface 3WNW1470FNL 950FWL 

Ai proposed prod, zone NENW 598FNL 2059FWL 

I I . Sec., T., R.;M., or BIk. and Survey or Area 

Sec 24 T22S R30E Mer NMP 
SME: BLM 

14. Distance in miles and dirt crion from nearest town or post office* 
APPROX 46 MILES WEST OF JAL NM 

12. County or Pariah 13. State 
EDDY NM 

1S. Distance from proposed location to nearest property or 
lease line, ft. (Abo Co neurcst drig. unit line, ifrmy) 

16. No. of Acres in Lease 

440.00 

17, Spacing Unit dedicated to this well 

40.00 

1B. Distance from proposed location to nearest well, drilling, 
completed, applied for, on this lease, ft. 

19. Proposed Depth 

8115MD 
7650 TVD 

20. BLM/BIA Bond No. on file 

21. Elevations (Show whether DF, KB, RT, OL, etc. 
3354 GL 

22. Approximate date work will start 
06/15/2004 

23, Estimated duration 
15 DAYS 

24. Attachments 

The following, completed in aei ordance with the requirements of Onshore Oil and Gas Order No. 1, shall be attached to this form: 

1, Well niflt certified by « regisiered surveyor, 4. Bond to cover the operation* unless covered by an existing bond on file (see 
2, A Drilling Plan. Item 20 above). 
3, A Surface Use Plan (if the location is on National Forest System Lands, the 5, Operator certification 

SUPO shall be filed with Hie nppropriule Forest Service Office). 6. Such other site specific information and/or plans as may be required by the 
uuihorized officer. 

23. Signature 
(Electronic Submission) 

Name (Primed/Typed) 
LINDA GUTHRIE 

Date 
05/11/2004 

Title • ' 
REGULATORY SPECIALIST 

Approved by (Signature) Name (Printed/Typed) Date 

Title Office 

Application approval does not warrant or certify the applicant holds legal or equiiable title to those rights in the subject lease which would entitle the applicant to conduct 
operations thereon. 
Conditions of approval, if anyt are attached, 

Title 18 U.S.C Section 100) and Title 43 U.S.C. Section 1212, make i l a crime for any person knowingly and willfully to make co any dopartmeworageney of the United 
States any false, fictitious or mividulent statements or representations as to any matter within its jurisdiction. 

Additional Operator Remarks (see next page) 

Electronic Submission #30592 verified by the BLM Well Information System 
For DEVON ENERGY PRODUCTION CO LP, sent to tha Carlsbad 

OPERATOR-SUBMITTED ** OPERATOR-SUBMITTED ** OPERATOR-SUBMITTED ** 

10/12/2004 TUE 10:23 [TX/RX NO 6679] 0006 
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Additional Operator Remarks: 

Devon Energy proposes to drill a directional Delaware well to 7850 TD for commercial quantities of oil 
and got- If the well is deemed non commercial, the well bore will be plugged and abandoned per federal 
regulations- Devon Energy Production Company, LP will drill the well per the Master Drilling and 
Surface Use Program submitted for the Quahada Ridge, SE Field. 

Directions: From the Junction of Co, Rd. 802 and State Hwy 128. go north on 802 (WIPP Road) for apprt 
5.0 miles io lease road; then west on least road for approx 2.5 miles to a point on the proposed 
location. 

No new access road is proposed for this location. 

10/12/2004 TUE 10:23 [TX/RX NO 6679] ®007 
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APD Form 

Distrigii 
1625 N. French Dr., Hobbs, NM S8240 

1301 W. Grand Ave,, Artesia, NM BB2I0 

Diwrict m 

10OO Rio Braros Rd., Aztec. NM S74I0 

Vision IV 
1220 S. St Francis Dr.. SdnM Fe, NM 
87505 

UtVUN tNtKUY 

A-
Ou3u -pee-

State of New Mexico 
Energy, Minerals and Natural Resources 

Oil Conservation Division 
1220 S. St Francis Dr. 
Santa Fe, NM 87505 

IgJ V wo/ \>c 

Page 1 of3 

Form C-J01 
Permit 1519 

APPLICATION FOR PERMIT TO DRILL 

Operator Name and Address 
DEVON ENERGY PRODUCTION COMPANY, LP 
20 N. Broadway 
Oklahoma City, OK 73102 

OGRID Number 

6137 
Operator Name and Address 

DEVON ENERGY PRODUCTION COMPANY, LP 
20 N. Broadway 
Oklahoma City, OK 73102 

API Number 

Property Code Property Name 

APACHE 24 FEE 
Well No. 

007A 

Surface Location 

UL or Lot Section Township Range Lot Idn feet From N/S Line Feet From EAV Line County 

E 24 22S 30E (460 N 1150 w Eddy 

Proposed Pools 

WILDCAT.DEVONJAN (OAS) 96061 

Work Type Well Type Cable/Rotary Lease Type Ground Level Elevation 

New Well Gas Private 3355. 

Multiple Proposed Depth Formation Contractor Spud Dais ' 

N 15500 Devonian 11/15/2004 

Proposed Casing and Cement Program 
Type | Hole Size Casing Si2e | Casing Weight/ft Setting Depth Sacks of Cement Estimated TOC J 

Surf 20 65.4 625 700 0 1 
Intl | 14.75 10.75 J 40.5 3S00 2000 0 I 
Prod 9.5 7.625 33.7 12050 2000 .0 

Linerl 6.5 5.5 17 15500 350 1 
Casing/Cement Program: Additional Comments 

16 - Cmt lead w/450 sx Class C & tail w/ 250 sx Class C, circ to surf, 10 3/4 - cmt lead w/ 1700 sx Class C & tail w/ 300 
sx Class C, circ to surface, 7 5/8- cmt lead w/ 800 sx Cl C, tail w/ 400 sx Cl C, lead w/600 sx Cl C & tail w/200 sx thru DV 
tool at 4000, 5 1/2 liner cmt w/ 350 sx Cl C. Hydrogen Sulfide gas may be present in the Devonian. H2S Contingency plan 
will be on location. 0-625 mud wt 8.4 - 8.8 vis 29-36 NC filtrate fresh water 625-3800 mud wt 8.5-10.0 vis 29-32 NC 
filtrate Brine 3800-121)50 mud wt 9.0 - 12.5 vis 34-38 10 cc, mud up at 10,000 12050-15,500 mud wt 8.4, vis 

Proposed Blowout Prevention Program 
Type Working Pressure | Test Pressure Manufacturer 

Double Ram 10000 J 10000 
Annular 5000 5000 

http://www.emnrd.state.nm.u^^ 9/16/2004 

10/12/2004 TUE 10:23 fTX/RX HO 6673] ®008 
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I hereby certify that 1 he information given above is true and I 
complete to the best of my knowledge and belief. 

Electronically Signed By; Linda Guthrie | 

OIL CONSERVATION DIVISION I hereby certify that 1 he information given above is true and I 
complete to the best of my knowledge and belief. 

Electronically Signed By; Linda Guthrie | 
Electronically Approved By-

I hereby certify that 1 he information given above is true and I 
complete to the best of my knowledge and belief. 

Electronically Signed By; Linda Guthrie | Title: 
Title: Regulatory Specialist | Approval Date: Expiration Date: 
Date: 09/16/2004 Phone: 405-228-8209 | Conditions of Approval: 

No Conditions 

http.V/ww.err̂ n̂ d.sMte.nm.̂ ŝ cdpê mittî »g/C 101 Form.aspx?PermitTD= 1519&PermitVer... 9/16/2004 

10/12/2004 TUE 10:23 [TX/RX NO 6678] Q010 
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DEPARTMENT 
STATE OF NEW MEXICO 

' OF ENERGY, MINERALS AND NATURAL RESOURCES 
OIL CONSERVATION DIVISION 

APPLICATIOj * OF DEVON ENERGY PRODUCTION COMPANY, L.P. FOR AN 
ORDER ALT] ORIZING THE DRILLING OF A WELL IN THE POTASH AREA. 
EDDY COI NfY, NEW MEXICO. 

CASE NO. 

I, Koinefc 

I. I amove) 

contained in thi 

2. I am the 

Section 24, 

3. I signed 

Production Coi 

AFFIDAVIT OF KENNETH SMITH 

Smith, being first duly sworn upon my oath, state as follows: 

tbe age of twenty-one years and have personal knowledge of the facts 

Affidavit. Tbe facts contained in this Affidavit are true and accurate. 

t>wner of the surface and the minerals located at the SW/4 NW/4 in 

ronWnship 22 South, Range 30 East, NMPM, Eddy County, New Mexico. 

ja oil and gas lease on October 20, 2003, which allows Devon Energy 

L.P, ("Devoo") to develop the oil and gas under said land. n pany, 

4. As this ii 

in the SW/4 NW4 

5. I 

Well No. 6, No. 

understand that Devon proposes to drill wells known as the Apache 24 Fee 

7 and No. 7A on the SW/4 NW/4 of Section 24. 

6. it is my 

oil and gas mini 

the only lease for minerals, I remain the owner of any potash minerals 

of Section 24. 

ij tention as owner of the surface and minerals in said area, to have the 
i 

Sfals developed first and in preference to any potash reserves underlying 
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my land and I 

Fee Wells No 

7, The at 

lerefore support Devon's application for the drilling of the Apache 24 

, 7, and 7A. 

Exhibit A is a true and correct copy of my agreement with Devon. tq .bed 

DATED this 

STATE OF _A MlH 

COUNTY OF 

Sub*urib| id 
by Affiant Nam; i 

DEVON EHERGV 8)003/005 

3_.day of. , 2004. 

KENNETH SMITH 

) 
) »s. 
) 

and sworn to before me thisC?c3^ day of fr)0 (/ 2004 

Notary Public 

jsion BSifWeVsLSEAL 
Linda K. Mahoney 

NOTAIW PUBLIC 
STATE OfJ 

i MTCBngniwIO"tapjwwj 

I 

i 
I 



0 IMC 
1361 Potash Mines Road 
Carlsbad, New Mexico 88221-0071 
505.887.2871 * 

IMC Potash Carlsbad Inc. 
P.O. Box 71 

April 12, 2004 

Karen Cottom 
Engineering Technician 
Devon Energy Production Company, L.P. 
20 North Broadway 
Oklahoma City, Oklahoma 73102-8260 

Dear Ms. Cottom;. 

IMG Potash Carlsbad Inc. objects to the location of Devon Energy's Application to Drill 
the Apache 24 Fee #6, 1980' FNL, 660' FWL, Unit E Section 24, Township 22 South, 
Range 30 East, NMPM. This location is in an area clearly designated as measured ore by 
the BLM, and is in IMC's LMR containing valuable potash ore. IMC's 5 year mine plan 
shows we expect to mine within V* mile of this location in 2007. 

Drilling the well applied for by Devon definitely constitutes a hazard to proposed mining 
• in this area. 

IMC Potash Carlsbad Inc. objects the drilling of a well at this location. 

Sincerely, 

Dan Morehouse 
. Superintendent, 
Mine Engineering and Construction 

cc: . Don Purvis 
Joe Lara 
Tim Gum 

Charlie High 
Craig Cranston 
Joe Mraz 



^ IMC IMC Potash Carlsbad Inc. 
P. O. Box 71 
1361 Potash Mines Road 
Carlsbad, New Mexico 88221-0071 
505.887.2871 August 30, 2004 

Linda Guthrie 
Devon Energy Production Company, L.P. 
20 North Broadway 
Oklahoma City, Oklahoma 73102-8260 

Dear Ms. Guthrie: 

IMC Potash Carlsbad Inc. objects to the location of Devon Energy's Application to Drill 
the Apache 24 Fee #7, 1460'FNL, 1150'FWL, Unit E, Section 24, Township 22 South, 
Range 30 East, NMPM. This location is in an area clearly designated as measured ore by 
the BLM, and is in IMC's LMR containing valuable potash ore. IMC's 5 year mine plan 
shows we expect to mine within approximately V4 mile of this location in 2007. Although 
this Unit E is privately held, there is no point within this tract that is outside the V* mile 
buffer required by R-l 11-A and any well within the tract would constitute a hazard to the 
mining of federally owned potash reserves currently under lease to IMC. 

Drilling the well applied for by Devon definitely constitutes a hazard to proposed mining 
in this area. It will expose the men and women working underground to greatly increased 
hazards and therefore should not be allowed. 

IMC Potash Carlsbad Inc. hereby objects to the drilling of a well at this location. 

Sincerely, 

Dan Morehouse 
Mine Engineering Superintendent 

cc: Don Purvis 
Joe Lara 
Joe Mraz 

Charlie High 
Craig Cranston 



NEW MEXICO ENERGY, MINERALS and 
NATURAL RESOURCES DEPARTMENT 

B I L L RICHARDSON 
Governor 

Joanna Prukop 

Mark E. Fesmire, P.E. 
Director 

Oil Conservation Division 
Cabinet Secretary 

September 20, 2004 
Devon Energy Production Company, L.P. 
20 North Broadway 
Oklahoma City, OK 73102 
Attn: Lind Guthrie or To Whom It May Concern 

RE: Devon Energy Production Company, L.P. 
Apache 24 Fee # 6, located in Unit E (1980' FNL & 660' FWL) of 
Section 24, Township 22 South, Range 30 East, Eddy County, New Mexico 
API # 30-015-33248 

Dear Ms. Guthrie or To Whom It may Concern, 

In regards to the above referenced well, the New Mexico Oil Conservation Division (NMOCD) rescinds 
said application to drill (APD) per the letter of objection from IMC which Devon Energy received dated 
April 12,2004. 
I apologize for the lateness of this letter of notification. 
Please call i f you have any questions regarding this matter, 

Respectfully yours, 

Bryan G. Arrant 
PES 

CC: Tim Gum, District Supervisor-Artesia 
Dan Morehouse, Mine Engineering Superintendent for IMC 
Well File 

EXHIBIT 

Oil Conservation Division * 1301 W Grand Ave * Artesia, New Mexico 88210 
Phone: (505) 748-1283 * Fax (505) 748-9720 * http:/^vw.emnrd.state.nm.us 
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Guthrie, Linda 

From: 
Sent: 
To: 
Subject: 

OCD Online System Administrator [ocdonline@state.nm.us] 
Monday. September 20,2004 11 ;49 AM 
Guthrie, Linda 
OCD Permit Rejection 

OCD has REJECTED the f o l l o w i n g p e r m i t : 

Permit Type: 
ULSTR: 
W e l l Name: 

APD 
E-24-22S-30E 
APACHE 24 FEE #007A 

Please view the ccmments for t h i s permit at OCD Online: 
http://www.emnrd,state.rim.us/ocdPermitting/ViewAPD. aspx?PemitID=1519SVersion=OCD 

Con f i d e n t i a l i t y Notice: This e-mail,including a l l attachments i s for the sole use of the 
intended recipient, (s) and may contain confidential; and p r i v i l e g e d informafiori'V Any 
unauthorized revitw,use,disclosure or d i s t r i b u t i o n i s prohibited unless s p e c i f i c a l l y 
provided under the New Mexico Inspection of Public Records Act, I f you are not the 
.intended recipient, please •contact the sender and destroy a l l copies of th i s message. 
This email has been scanned by the MessageLabs Email Security System. 

1 

10/12/2004 TUE 10:23 [TX/RX NO 6673] @016 



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 NORANDA MINERALS, INC. REQUESTING THE DIVISION TO 
RESCIND OR DENY AN APPLICATION TO DRILL A CERTAIN WELL IN THE 
OIL/POTASH AREA, LEA COIJNTY, NEW MEXICO 

BY THE DIVISION: 

This cause came on for hearing at 8:15 a.m. on September 3 and 4, 1992 and at 
8:00 a.m. on O ttober 26, 1992 at Santa Fe, New Mexico, before Examiner Michael E. 
Stogner. 

NOW, on this 18th day of October, 1993, the Division Director, having 
considered the testimony, the record and the recommendations of the Examiner, and 
being fully advised in the premises, 

FINDS THAT: 

(1) Due publicnotice having been given as required by law and in accordance 
with New Mexico Oil Conservation Division/Commission Order No. R-l 11-P, the 
Division has jurisdiction of this cause and the subject matter thereof. 

(2) On April 1, 1992, Yates Petroleum Corporation ("Yates") filed an 
"Application for Permit to Drill" its Snyder "AKY" Well No. 1 at a standard oil well 
location 2310 f;et from the South line and 990 feet from the West line (Unit L) of 
Section 1, Township 20 South, Range 32 East, NMPM, to test the Delaware formation, 
Lea County, New Mexico. 

(3) On or about April 15, 1992, Noranda Minerals, Inc. (Noranda) filed with 
the Division an objection to said Yates' "Application for Permit to Drill" the Snyder 
"AKY" Well No. 1. 

CASE NO. 10490 
ORDER NO. R-9990 

ORDER OF THE DIVISION 



Case No. 10490 
Order No. R-9990 
Page 2 

(4) Noranda, the applicant in this matter, under those portions of the "New 
Mexico Oil and Gas Act", Sections 70-2-1 through 70-2-36, NMSA (1978) pertaining to 
"potash", seeks an order of the Division rescinding or denying the approval by the 
Division of the aforementioned "Application for Permit to Drill" which would authorize 
Yates to drill its Snyder "AKY" Well No. 1 at a standard oil well location 2310 feet from 
the South line and 990 feet from the West line (Unit L) of Section 1, Township 20 
South, Range 32 East, NMPM, to test the Delaware formation, Lea County, New 
Mexico. 

(5) Snyder Ranches, Inc. ("Snyder Ranches") is the current fee owner of both 
the oil and gas minerals and potash minerals underlying the SW/4 NE/4, the S/2 NW/4, 
the NW/4 SW/4 and the SE/4 of said Section 1 (the "Snyder Ranches fee acreage"). 
Previously, Snyder Ranches sold the surface but retained the mineral estate for the 
Snyder Ranches fee acreage. Snyder Ranches appeared at the hearing in opposition to 
Noranda and in support of Yates. 

(6) Yates as the current lessee of a valid oil and gas lease from Snyder 
Ranches for the Snyder Ranches fee acreage in said Section 1 and proposed operator 
of the Snyder "AKY" Well No. 1, appeared at the hearing and presented evidence in 
opposition to Noranda. 

(7) Noranda is the current lessee of a valid potash lease with the State 
of New Mexico for all of Section 2, Township 20 South, Range 32 East, NMPM and for 
all of Section 36, Township 19 South, Range 32 East, NMPM. Noranda is also the 
current lessee of a valid federal potash lease with the United States Bureau of Land 
Management for the balance of said Section 1, all of Section 11 and the N/2 and SW/4 
of Section 12, Township 20 South, Range 32 East, NMPM, all of Section 35, Township 
19 South, Range 32 East, NMPM; all of Section 31, Township 19 South, Range 33 East, 
NMPM, and all of Sections 6 and 7, Township 20 South, Range 33 East, NMPM, all in 
Lea County, New Mexico. 

(8) The proposed Yates well is within the designated oil/potash area as 
described in the New Mexico Oil Conservation Division/Commission Order No. R-111-P 
("Order R-lll-F'). 

(9) Order R-l 11-P provides that for wells on State Lands or on Federal Lands, 
the Division shall inquire of the New Mexico State Land Office ("SLO") or the United 
States Bureau of Land Management ("BLM"), as the case may be, as to whether the 
lands involved are within an area designated a Life of Mine Reserve ("LMR"). 



Case No. 10490 
Order No. R-9990 
Page 3 - :. 

(10) According to Order R-l 11-P, an LMR determination by either the SLO 
or the BLM is within the exclusive authority of those agencies and such a determination 
by them is binding upon the Division. 

(11) However, Order R-111-P makes no provision for an LMR determination 
when the proposed well is located on fee lands, nor does Order R-l 11-P authorize a 
potash lessee to designate an LMR over lands not leased to that potash lessee. 

(12) While this particular matter is yet unresolved, it is a moot issue in this 
particular instance in that the proposed well location is within the half-mile buffer zone 
of a declared and recognized LMR filed by Noranda and designated by both the BLM 
and SLO. 

(13) Sub-part G(e)3 of the Rules and Regulations Governing said oil/potash 
area, Order R-l 11-P, provides that; 

application to drill in the LMR area, 
including buffer zones, may be approved only 
by mutual agreement of lessor and lessees of 
both potash and oil and gas interests". 

(14) Snyder Ranches, as the owner of the unleased potash underlying its 
acreage, has consented to Yates drilling the Snyder "AKY" Well No. 1 and desires to 
have its oil and gas minerals developed first and in preference to any potash reserves 
underlying its fee property. 

(15) Yates has followed the provisions of Order R-l 11-P, sub-part G(e)2, which 
requires it to provide notice of its intent to drill to all potash lessees within one mile of 
the proposed well location. 

(16) The subject Noranda Minerals, Inc. application should therefore be denied 
and the Yates Petroleum Corporation's "Application for Permit to Drill" the Snyder 
"AKY" Well No. 1 at a standard oil well location 2310 feet from the South line and 990 
feet from the West line (Unit L) of Section 1, Township 20 South, Range 32 East, 
NMPM, to test the Delaware formation, Lea County, New Mexico, remain in full force 
and effect. 
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(17) At the time of the hearing Yates presented two 
for the subject well as shown in Exhibits 12 and 12A The pr<|); 
12A calls for four strings of casing all to be cemented back 

20 inch to 1150 feet; 
13-3/8 inch to 3100 feet; 
8-5/8 inch to 4500 feet; and, 
5-1/2 inch to 8000 feet. 

casing and cementing plans 
posal submitted in Exhibit 
to surface: 

This proposed casing and cementing program meet the 
completed to the Delaware formation in the oil/potash area, 
of Order R-l 11-P. 

crijteria for wells drilled and 
as provided in sub-part D 

order. 
(18) Exhibit No. 12A in this case should be incorporated by reference into this 

(19) Subsequent to the hearing both Yates 
postponement of a decision in this matter because of a possible 
between Noranda and Horizon Potash Corporation of Carlsba<(l, 
and the concurrent negotiations for a mutual agreement 
Yates, Noranda, and Horizon. Such an agreement and transaction 
in a dismissal of this application. 

(20) In late April, 1993 the Division was notified 
possible transaction had terminated and that these proceedings 
at that time both Yates and Noranda submitted the required 
memoranda requested by the Division at the conclusion 
information was not received from the third party in this ca$e 
May 26, 1993. 

(21) By correspondence dated April 22,1993, the app 
this matter be reopened to consider surface ownership of tlie 
described in Finding Paragraph No. (5), above, and to allow the 
designated "No. 38", which is a "Subsidence Waiver Agreement' 
Inc. and Noranda. 

(22) As provided in sub-part H of Order R-111-P, a 
or a representative of any potash lessee within one mile of the 
1 may be present during drilling, cementing, casing, and plugg 
conformation with all requirements of Order R-l 11-P and of 

ind Noranda requested 
financial transaction 

New Mexico ("Horizon") 
understanding between 

could have resulted 

hat such discussions and 
were to resume. Also, 

post hearing findings and 
of the hearings. Such 

Snyder Ranches, until 

icant, Noranda requested 
subject fee acreage as 

submission of an Exhibit 
between Kenneth Smith, 

representative of Noranda 
Snyder "AKY" Well No. 

ityg of said well to observe 
his order. 
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(23) Many of the same technical issues such as waste, safety, and the 
methodology of determining LMR's brought out in this case paralleled those of said 
Commission Cases 10446 and 10447. The fundamental difference still remains however 
that all parties owning potash and oil and gas interest underlying a particular lease 
reached an agreement on the extraction of their minerals. Further, the Division's 
potash/oil and gas rules provided the opportunity for those lessors owning potash leases 
within a mile of the proposed well to present evidence and air its concerns and gives 
them the opportunity to witness the critical operations over the life of the subject well. 

IT IS THEREFORE ORDERED THAT: 

(1) The application of Noranda Minerals Inc. ("Noranda") to rescind Or deny 
approval of an "Application for Permit to Drill" authorizing Yates Petroleum 
Corporation ("Yates") to drill its Snyder "AKY" Well No. 1 at a standard oil well 
location 2310 feet from the South line and 990 feet from the West line (Unit L) of 
Section 1, Township 20 South, Range 32 East, NMPM, to test the Delaware formation, 
Lea County, New Mexico, is hereby denied. 

IT IS FURTHER ORDERED THAT: 

(2) The Yates Petroleum Corporation "Application for Permit to Drill" said 
well is hereby in full force and effect. 

(3) The Division shall take administrative notice of Noranda's correspondence 
to the Division dated April 22, 1993 and Yates' response; however, such Motion to 
Reopen and Supplement the Record in this case is hereby denied. 

(4) All provisions of Commission Order R-l 11-P applicable to the" casing, 
actual drilling, cementing and plugging of a deep well within the "Designated Potash 
Area" shall be strictly adhered to. 

FURTHER 

(5) Yates shall cause its Snyder "AKY" Well No. 1 to be cased and cemented 
in the manner described in Finding Paragraph No. (17), above. Additionally Yates' 
Exhibit No. 12A presented at the time of the hearing shall be incorporated by reference 
into this Order. 
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(6) Jurisdiction of this cause is retained for the entry of such further orders 
as the Division may deem necessary. 

STATE OF NEW MEXICO 
OIL CONSERVATION DIVISION 

L A . 
WILLIAM J. Le^VY 
Director 
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