| STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL CONSERVATIONIAVi§10% AM 11 49

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 -m‘voves 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 validl .
oil and gas leases from all mmeral interest owners coverlng the oil and gas
mineral rights under Section 24, Townshlp 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 approxirhately 7900 feet to test the Delaware formation; the No. 7
Well at an unorthodox surface location 1460 feet from the North vline and 1150
feet from the West line to an uhort-hodox bottomhole location 598 feet from the

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




@i

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 drlll toa
total depth of 15 500 feet to test the Devoman formation. Devon’s Apphcatlons
for Permit to Drlll are‘a‘ttaehed as EXhlblt B..

3. Smce the proposed wells are w;thm the designated oﬂ/potash area
as descrlbed in the New Mex1co 011 Conservat:on D1V151on/Comm1ss1on Order R-
111-P (“Order R-111-P”), Devon tlmely and properly notified all potash lessees -
within a mile of the proposed well locatlon of its intent to drill. . IMC Potash .
Carlsbad, Inc ‘now MOSalC Potash (“IMC/Mosalc”) is the only potash lessee

w1th1n a mile of the proposed well locatlons

4. On February 19 2004 the Oil Conservatlon D1v1s1on 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

,.A,W}r.ejeeted_De.von_’s application for permif to drill the No. 7A Well. - ™

'S, . Kenneth Smith, Ihcofp‘ora’ted, 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, if 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.

v8'.' On Septembef 20, 2004, the Division’s District Office rescindedv o
Devon’s APD for the No. 6 Well and rejected the APD for the No. 7A Well. The
BLM has tak—en_'no action on the ‘No. 7 Well. A copy of the_Di_vision’s: L
September 20, 2OOZ4"1et_ter'i's attached hereto as Exhibit E.

-

9. Order R 111 P makes no prov1swn for an LMR determmatlon 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, Find'i_ng' -I"l,_'att'aeh’ed hereto as Exhibit F.

10 In thls case Mr Smlth as owner of the unleased potash underlymg o

its acreage, has consented to Devon’s dr1111ng 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 dtilling of the Apache 24 Fee Wells and the provisions of Sub-part G(e)3 .of -
Order R-1 ll-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 foilowed the provisions of Order R-111-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-111-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-111-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. [ |

WHEREF ORE,V Devon Enefgy Pr_odﬁctibn__ Co. requést the Division: .
- ' : 1 . :-apply‘the ,p_recedent .cgtablished by>ifs: Ort_ler No. R-9.990 to thefacts ,
~ of this case; ' ' o |
) " re-instate Division 'apﬁroval of Dévon’s Application for Pefmi_t to’
" Drill the Apache 24 Fee Well No. 6,7 and 7A: and |
(3) . dismiss the bbjéction of IMC_ Potash Carlsbad, Inc/Mosaic Potash

to this proste_d well location.

Respectfully submitted,

" HOLLAND & HART 11p

L]

By: |

* William F. Carr
Ocean Munds-Dry

~ ATTORNEYS FOR DEVON ENERGY
PRODUCTION COMPANY




CERTIFICATE OF SERVICE
1 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 Novembef,'20.0.4; B I | o

: Y :
William F. Carr (
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OIL & GAS LEASE

THIS AGREEMENT made this 20™ d&y of October; 2003,. b:rween GEORGIA L. BERGSTEN A/K/A GEORG]A LOU LONDON BERGSTEN s HUSIEND,
& rirEvrddh paitovRiM-S%440, herein called “Lossor”

. . . 20
{Whetber one or mure) and T. VERNE nwvr.n. 500 West all, it 316, Midtand, Tecss 79707 “Lessoe™ %134 St Guzer AbErue W, AfBuizourgue 3w 13

IR Lusor mmwmmnfTENANDOTHERDOuARSmMpMmmofleshaeby knowledgod, lndafm"-"'“" i ded and of thy ¢ of
the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purposc of i gating, i mumgmdowrwnuﬁrnﬂpwmoﬂndw.
injecting ges, waters, other fluids, and air iuto subsurface strala laying pipelines, storing ofl, building 1anks, roadways, tclcp!wnelmu.mdmmmmdlmpl’mbm:wm
<are of, treat, process, sl.ofamdnuspnn aid minerals, the following described Jand in EDDY COUNTY, NEW MEXICO, to-wit: .

] GE 3
SECTION 24; SW/4 NW/4

Said land is estimaied 10 compise 40.00 acres, whethir it actually comprises more or loss. ' "

2. Subjeclmm«h;rwvvu' ions herein incd, this leasc shall i hfawfarlmn;:l&mu)yun from this dakc (called *‘primary terin™) and as long theveafter as oil
or gas is produced irom said land or from land with which said kd is pooled. ! b . Ry o

3. The royalties to be paid by Lessec are: (s} oa o, andaderhquldhydroarbm:uvedumweﬂ ne* oru-mmadmdmnomnldw.mwbemw .

at the wells or to the credit of Lessor in the pipeline 1o which the wells may be d; (b) on gas, inchadin : d gas or other gageous 34 tand and uscd offthe

ises or uscd in the fe wolmewmhuprvdmdnmdunhnamewdlorm“ otrhewused.pmwdeddmmwwldmunﬁﬂwymnus.hmymwlhms‘ .
oflheunmrukzndﬁummchub (c)mdnmyhmewhm&ukueumvﬂuhedbyaﬂ»«wmmhrm!mmmn.wmm‘wﬂmﬁdhdwwwm
but gas or condensate is oot being 0 s0ld or used and such well is shut-in, cithes before or after production therefrom, then on or before 90 days sfier said well is shut in, and thereafler st antwal " -
imervals, Lessce may pay of tender an advance shut-in royalty equal to $1.00 per ne acre ofL.essor nw-mmmwmmmbymmmmmhwum mdwluq
lssnddlul-mrvynltyi:pmdonmdued.dmluuﬂ:dlnammmmduﬂnﬂbecomduadmd«aﬂumhewaﬂhumubzmsprodncedbomlhe' d R
g.d.mhp.ymm‘nullbep-dnrtenduadlonhgnmynrpmxsmomhenmohunhpaymmwouubeenulledmmewe(he:oyuhmwhchwwubepadnndudmlmxfhmﬂmm
fact producing. The paymen or tender of royalties or shut-ini royaltiés may be made by check or draft,  Any timely paynicnt or tender of shut-in royalty which is made in & bona fide attempt 1o
make proper payment, but which is ezronoous in whole or in part as 10 parties o amounts, shall neventheless be sufficient 10 prevent lermination of this lease in the same manner as though a proper
paymest had been made if Lessee shall comrect such emvor within 30 days after lesses has received writtes notice thereof by certified mail from the party or parties entitled io feosive payriverit togethier
with such writien instruments (o centified copies theresf) as are necqssary 1o enable lessee 10 make proper payment. The amount realized from the sale'of gas on or off the premises shall be the -
m«ubmhadbymwwncmmdmmgmd&nbbymmdwmhmmwmmmnnwmhm “Price™ shall meait the
nztumounlmoewedbyuruuuﬂwpvmgeﬁ:moapplmblewg\mnaymdmmdananpﬂwa!mdma#nmmqmmuwummmuwm In the gvens
Lummm;,ml-.pmﬁu.add:ymwchgu(whethamwoﬂ'thekudwum)wnammlwoﬁmhudmmu.mmmmtwwmmmywm .
quch grrice & reasonable chargs for each of such functions . :

4, Thiai:lpi_id-lwlusenﬂl.mihdlMhnbliwddwinsmewinmylmwfwcmmcmﬁmwmy perati o Y P
hereunder in order 10 maintsin this lease in force during the primary 10rmn; however, this provision is not intended to relieve Lassce of the obligation to pey royaltics on ) p ion pursuzat 10
the provisions or paragiaph 3 heroof. B . S

3. Lessce is hereby granted the right and power, from time to tine, to pool or combine this lesse, the land covesed by it o any past or borizon theseof with any other land,
mincral estates or parts thersof for the production of oil or gas. Units pooked bereunder shall nol exceed the standard proration unit fixed by law or by the Oil Conservation Division of the Energy
and Minerals Depertment of the Stite of New Mexico or by any other luwful authority for the pool or aroa in which £aid land is situated, plus a tolerance to ten percent, Losaec shail file written unit -
desngnmmm&em‘ynwﬁﬂﬂwmmmhﬁeﬂmﬂmﬁmumbeduwedﬁmlmlomnﬂenhqbefu:unﬁvﬁ-mpleﬁmdwdh. Drilling operations on or . -
production trom any part of any such unit shall be considered for all purposes, except the payment of royalty, as op d upan ar production from the Jand dexcribed in this lease,
There shall be allocated 10 the land covered by this lease included in any such unit that poniion of the total production of pooled mincrals from walls in the unit, sfier deducting any uved in lease or
milwenuans,whchﬂnnucllurwm.pmmlmdcovemdbylhikmmc!udedmmemnbunbthmdnwwbaofsmﬁceusmmm Thpmdumicuwuﬂouted:hﬂbe’ !

d for g the payment or delivery of royalty, to be the entire production of pocled minerals from the portion of said land covered kereby and included in said urt in the

mnnmudwuﬂ-wodwedﬁvmnulhndmdad\emonhum Any pooled unit designated by Lessee, as provided herein, mmwwwwm‘nwm

mmnmmmﬂummwhced\e\anduwwednnymeuﬁ«ﬂ:emplmnofa&yhkmthemofmmmudm

6.  Ifat the expination of the primary term there is no well upon said land capable of producing oil or gas, but Lessee huwmdwmﬁumnm'ﬂmwm
thereon, this icase shall remain in force so long as are p d with no ion of more than 60 consecutive days, whether such opesation be on the same well or on a different or
additiooal woll or wells, and if they result in the production of oil or gas, 5o long Muﬂeruoilovmupmheedhmmdlnd l!-ﬁunhcexp.momnpnmnyum.dlwelhupmmd
Iandshoddbeoomemap-bleofpmducmgformyc-me.mslnu:hnu»t inate if Lessee for additional drilling or for ng within 60 days thereafter. lflny .
drilling, additional drilling, or king of der result in producti |henﬂmlau:lnﬂmnmﬁlﬂfmeenlm;&«aﬁnuoﬂwwupmduudhﬂemdn

7. Lessoc shall have free use of oil, gas and water from said land, except water from Lessor's wells and tanks, for all operations hereunder, udlbemyully:hl!boeanpmddh.
doducting any $o used. Lessce shall have the right at amry time during or afier the expirtion of this lease to remove all property and fixtures placed by Lessee on said land, inclisding the right to draw
and remove all casing. Whanreqmredbyl-ew‘Luseewﬂlbmylllpmelmelmmﬂhv-redllndsbclowmdlmryplowdepth.uldmweﬂshlﬂbedn'ﬂedwwhm!wollmdndfedﬂooﬂ)of.y
residence of barn now on said land without Lessor's cousent.  Lessor shall have the privilege, at his rigk and expense, o[usmamﬁunmymwdlmmdhnﬂﬁtnmmdmndehﬂmmu
principel dwelling thereon, om of any surplus gas 1ot needed far cperations bereunder. -

8. mnMDfumupmylmvﬂﬂmybeun@edmwhohwmp-nnndthewovnswnshvwfdmleandw theit beirs,
b\nmchmgemtheownedupoﬂhcImdw-nlh:wnersinpof.ornghummmvu,mylhmors\am—mmyakm.hmweverwcanphsheddnﬂopaumaﬂm&eoummudnmnblhe
rights of Lessee: mdms«d»chmgeotdavmmﬂullbemdm;umnIeuufmmypmpo-emul!()dmaﬁwussuhubemﬁmuhdbymﬁedmﬂnlaue‘xwmdpdmmm»
with acceptable instruments or certified copies thereof constituting the chain of tithe from the original lessor.  [fany such change in ownership occurs through the death of the owner, Lesses may, at
i1s option, pay or tender any royalties or dhut-in royalties in the name of the deceased or 10 his esiale or 1 his heirs, executer ar administrator wntil such time as Leasoc has been furnished with
cvidence satisfactory to Ieasee as 10 the persons entitled to such sums. An assigrunent of this lease in whole or in part shall, 10 the extent of such assigs , relieve and dischargs Lasscc of sty
obligaticns hereundermd.fmeuﬂwofpmwpnﬂhcmelﬁﬂmmkzdeM|mtbepmnemofﬂwproponmmunofmynkywdmmmymydwﬁununhhmem
assignee or fail to comply with any of 1be provisions of this lease, wchdd‘mhdmllnuul’reﬂlhlslaummfunheom-pmofmndhndlupmwhwhumnrwwlhnmfddl

propesty comply or make such payments.

9. Should Lessee be prevenied from complying with any express or implied covenant of this lease, or rom conducting drilling or kil b der, or from
pmdncm;oilorm Mmmderbymscnofmnmyurmbdnymobmnuueeqmpmeuormmmd,nrbyupammofrmmjm.nrbymyFedullormhwnrmym njeor

of go hority, then while so prevented, Lessee” sdulysha"benupended,mdleluemﬂmhlublehﬁﬂmhmplywndmhkmmhwm .
lndnolon;nl.aueeu;ﬂmwedbymyswhausefromamdunmndnllm;a rking operations or from producing oil or gas hereunder; and the time while Lessee is so prevested shall not be
counted sgainst Lesses, anything in this fease 10 the contrary atwithstanding. . - -

10. Lessor hereby warrants and agrees to defend title 40 said land and agrees that iessee #t its option may discharge any tax, martgage or other lien upon said land , and in the event
Les:eedoe;wnl:)ullbemhopledmmdtIlenwhﬂunghlmmtmmemdwupplymyduumdlmano)ﬂmwyabkhmmhmudwmm Without impsinnent of
Lessee's rights under the warmanty, if this lease covers aless interest in the of} or gas in all or any pant of said land than the entire and undivided fec simple esiate (whether Lesxor's interest is herein
specified oc rox) then the royatties, shut-in royudty, and other paymemts, if any, sccruing from any part a3 to which this lease covers Jess than such full interest, shail be paid only in the proportion
which the intesest thereis, if any, covered by this lease, bears (o the whols and undivided foe simple estate therein.  Should any one or more of the parties named above as Lessors fal to executs this
lease, it shall nevertheless be binding upon the party or parties executing the same.

i, d-

1. Lessee, its oc his successors, heirs and assigns, shall have the right af any time o suveader s lease, in whole or in part, 1o Lessor or his heirs, muccessors and assigns
by delivering or mailing 8 release thercof to the Lessor, or by placing & release thereof of record in the county in which said land is situsted; thereupon Lessee shall be relieved from alt obligations,
expmssadafmhed,ofﬂ\ummnmmanew:unendeted.lndlllemhermeshmqnmy:kypayahlehemmd:rdnllberedtudmihemomoamnlhcwwvemlhmbyu

reduced by said relcase or releases.
T VERNE DWYER
OIL & GAS INVESTMENTS
500 W WALL STE 310

. ﬁjm % 6&" MIDLAND TX 79701
GEORGIA LFERGSTEN Ahua CEORGIA LOU LONDON. : - ,

BERGSTENDEALING IN HER SOLE AND SEPARATE )
PROPERTY PRINTED NAME: EXE0R Erpt 4. GELesren

< . EXHIBIT

I_4
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INDIVIDUAL .ACKNOWLEDGMENT (New Mexico Short Form)

STATE OF NEW MEXICO 4 I
. ) -8
COUNTY OF : §

The ,',' was acknowledged before me this 2)0 day of ‘\ m)é’;wLU/\ .ZMJ.SyGEORGIA.L‘
BERGSTEN. o ' :

W ,Au;, L2001 L

L p /ummuyénrmum
Yy . e
,.n-..L.If o ,,’ ) s d I ! }\
KA . .. Printed Name_{”_X_» “™ A~ ,3( (’
QF
& - INDIVIDUAL ACKNOWLEDGMENT (New Mexico Skiort Form)
’/, R o
STATE BEYEW MEXICO $
§
COUNTY OF . § : v
e by

My Commission Expires,

Notary Public, State of New. Mexico

Printed Name,

RECEPTION NO: 0315624 sr%ra OF
RECORDED 12/22/2083 8127 AN
500K :

JEAN BLENDEN, coum?’ /%ﬁ
?\7-4-.,

. \"' .
T E8 b,
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OIL & GAS LEASE

THIS AGREEMENT made this 2 day of October, 2003, between WILLIAM JEFF GLENN AND 1.ORA NELL GLENN, AS TRUSTEES OF THE WILLIAM JEFF.

GLENN AND LORA NELL SMITH GLENN REVOCABLE TRUST DATED FEBRUARY 13, 1992, of 375 Ridge Road, Sliver City, NM 88061, boroin called. .

“Lessor™ (whether one or more) and T. VERNE DWYER, 500 West Wall, Suhte 310, Midland, Teaas 7970} , “‘Lessoe™ s
1. Lesszor, mcumdennonufTBNANDOTHERDOU_ARSmhmdwd,mﬂofwl\khuhmby amledged,mdofmnydm"-*, ided and of the T of
the Lessee herein contained, boroby grants, leases and lets exclusively unto Lessee for the purpase of i xploring, prospecting, drilling, aod ing for md g ing oil and gas,

injecting gas, waters, other fluids, and aif imo subsurface strata Isying pipclines, storing oil, building tanks, raadways, leleph Imu.nd h and things thereon 1o produce, save (ke
care of, treat, process, store and transport said minerals, the following descried land in EDDY COUNTY, NEW MEXICO, to-wit: . . .

TOWNSHIP 22 SOUTH, RANGE 30 EAST

SECTION 24: SW/4 NW/4

Sudmd‘lmmmdtowmuwwmnmnumnympmmmku .
2. Sub)eulolheahupwwmnsbunnemmmed.umWMnmmiuwfwnmo[ thm(s)ynn from this dave (called pwitmylm')ndulmgﬂmuﬁnuoﬂ
orwupmd\wedfmnmdhnduhulmdmmhmdlndupmhi .

2 Themynhnslobepmdbymmm (u)mo;l.mdubmﬂqmdhydmcubamnvedmdwweﬂ e dlhmwodneedmds:wd&omwdlmd,m-‘ohdchmed

mbewellsot.(odnwednofhesormhcpupelmmwhmhu:unsmybe
prulusesorusedmlhemuﬁcnneofwohmorothupro@mtbcmxkﬂwhnulhnwdloﬂllﬁ" of the gas used, provided that on gas sold o5 or off the premises, the rayalties shall be 3/16* ,

d; (b)on gus, i ghead gas or other gaseous substance produced from said land and used off the

‘ of the amount rezlized from such sate; (c) and at any time when tivs Icast is sot validated by other provisions hergof end there is a gas and/or condensate, well on said land, or land pooted therewith, “':

.

' |hereon,thuluuthlllmlnml‘mwsolnmu ¥ arc p d with no

but gas or condensate is not being 5o sold or used and such well is shut-in, either before or afier production thescirom, then on ar before 90 days after said well is shut in, snd thereafier at annual
intervals, Lessee may pay of tender an advance shut-in coyalty equal to $1.00 per nct acre of Lessor s gas ucreage then held under this Iease by the party making guch payment or teoder, and so long
nndm-mmydry:spndovteudcred.thnsleueuu!lnolwmmmmdluha“becmmwdundudlchm:hmofmgnube-ngpmdmedmﬁelu’adpmmmlnpqum

Each such payment shall be paid or tendered to the panty or parties who at the time of such paymeni would be entitied o receive the royaities which would be peid unde this lease if the well wem - L

fact producing. The poyment or tender of ruyalties of shut-in royaities may be made by check or drafl.  Any timely payment or tender of shut-in soyalty which ismade ins bona fids atiempt to.
make proper paytnent, but which is erroneous in whole'or in past a3 1o parties or amounts, shall nevertheless be sufficient 1o prevent termination of this lease in the same manner as though 8 proper -
payment bad been thade if Lessee shall comect such ervor within 30 days after lessee bas received written notioe thereof by centified madl from the party or panties entitled to receive payment together

mthhwnnmmsnumu(wmﬁadmwumnceeswymuduelaseewmkopmperpuymun Themmmlmﬁudﬁmhnhofwmeroﬂ'ﬂwwuﬁshﬂb_elh

price by the gas sales d entered into in good faith by Leasee and gas purchaser for such term and under such conditions as are y tn tix
nmmomlmedbyl:xmnﬂwmeﬂ'enmuppbcnblanmhmy

sud\pncumauechame fmeachofunh ﬁmmpuformd
' 4, Thuunwwmmumdnﬂmbeobhpwdm'&ewm umnhuenﬂom-mncneeucmnmuew

‘haisosver cha clllllh

mwmmhnofwlpﬂwabkpmnﬁmwﬁdmmmﬂwmm lnlhuwm',
Lessee compresses, ireats, purifies, of w‘.........murnmhe-s-n- sports gas off the leased p under may from . .

Mmmwmummmmmwmmymmm.mmkmwmrd»vel;meofmenbhwmtnmmynhuwumlmmm. e

uupwvlmwpmm:ihmof

s. mseeuhuebywtedthenuumdpowu rmnumcmluu 10 pool or combine this icuse, vhehndwmedbyuwmypmahamnlhmofmﬂnnyoﬂwlnd.
mineral eniates or parts thereof for the production of oil or gas. Units pooled bereunder shai) not exceed the stamdard proration unit fixad by law or by the Oi Conservation Divisicn of the Energy
and Minerals Department of the State of New Mexico or by anry other lawfil authority for the pool or erea in which said land is situated, plus a tolerance to ten percent. Lessee shall file written ant.
desrgmmsinth:cmnryuwwh()\eprenumarelnajcdmm«mumybedmgmed&omumwmemdaﬂmbdmormmeeompkumolnlh Drmuuopemmouw
production from any part of any such unit shall be considered for all purposes, except the payment of royaly, as dustion from the land o d in this lease.
Thmsluubunoumdmmwwmedbytmlasnczudedmany:udmmuwponmnofrhewulmdmoncfpooledmnaﬂxﬁuuwcﬂtmdnunﬂ,nﬂzwmmyuedhlwor
unuopemsons thhlhemloﬂormwupmﬂulmdwvaedbythlllunlncludedmlhnmnbclnolhelmxlnnmberohmfwmlmlhem The production so allocated shall be

‘derod for

mmmumé'mmﬁwnmwm:mmsommlm Any pooled unit designated by Lessce, s provided herein, may be dissol ‘hyl.n!eaby cording an appropri
wmmznm:mcoumywbemtbem(umedmmumuﬁerdwwmpknmnhmbohmd\:cmmofprodmwnonuuunit . L

- 6. lfmlhcexpmonoflbepnmnrynam\lhmunowallupmwdlm_ldapcbleo{pmdmngnﬂormhnuueehn dc ions fot drilling or ki

additional well or wells, and lfﬁ'wymuhmlhepmdumonofoﬂugu.wlm ﬂ\emﬁurum1ormmpmdumdﬁvmmdlmd Haﬁn&nmmoﬂ‘hpnmwm.lﬂwebmwdr

landshouldbecwumﬂpubkofprodmngfumycam this lease shall not terminate if Lessoe for additional drilling or for
drilling, additional drilling, or ng heramumulmmmmmmﬂrmnmﬁﬂlfammlmmﬂxuoduwuw

1. Lessec shalt have free use of oil, gas and water from said land, except water from Lessor's welts and tanks, for all operations hereunder, Mlh:mydwdnﬂbemmdlﬁc
deducting any soused. Lessee shall have the right a1 any time during or sfier the expiration of this lesse to remave alt property and fixtures placed by Lessee on said land, inchuding the right to draw
and remove all casing. 'When required by Lessor, Lesaee will bury all pipelines on cultivatéd lands below ordinary plow depth, and no welt shall be drillad within two hundred feet (200 f.) of sy

ng the payment or delivery of royalty, wbedw:nme.xndwumorpookdmmmhﬁmmmondmdwmed!mwymdmhdedhmdmm&:

of more than 60 cnnucuuvehygwh«hsmcbopennubewdumaweﬂwmndlﬁuwa .
wnhmwduy:dauha any -

residence or barm now on said kand without Lessor’s consent, Lesaflhﬂlhlvedup‘lvnlcgl,l(hlsnsklnd!xmne Mmumﬁmmpwﬂmuﬁhﬂfwummdmdehﬁmnﬂb .

mmﬂdwﬂlwmmmofnymummmmhd{mmmmmm

f 8. Thenshuofalhupanyhemmdumbeauwmdmwbolewmpmmdlhepromonshereofshﬂ extend to their hairs,
hnmdmgemmenwnqﬂnponhclmdumlb:mhpotungthm royahics or shut-in royahiies, howrver sccomplished shall operste 1o enlarpe lheobllplmwdmwhlho

d assipns;

rights of Lessee: Indmmcbdmgcol‘dtmmdunbebmdmguponhssevfo(mypwpowwﬂllBOdnysxﬁefLweeh!beenﬁmehyoﬂhﬂednﬂﬂnl:sleelpnm(p&lplmofmm .

with acceptable insinoments or cenified copies thereof constituting the chain of tile from the origina) lessor,  If any such change in ownership occurs through the death of the owner, Lesscs may, s
its option, pay or tender any royulties or shut-in royalties in the name of the deceased or 10 his estate or tu his heirs, executor or administretor untd sisch time a8 Lessee has been firnished with

brwdmceulubomly 4o lessee & to the persons entitled 10 such sums. An assignment of this lease in whole o in part shall, to the cxtemt of such assigrument , relieve and dischiarge L cssee of any

obligations hereunder and, if Lessce or assignee of part or parts heseof shall fail or make default in the payment of the proportionate part of royalty or shin-in royalty duc from such Lessee oc
luiylecmh‘lIocamalywnhmyol‘l!\spmvuiomMmmmmllwimmmmmm”unwvmapmduﬂhnd:wmmwnymumwm

properly comply or m:ka such payments.

9. shouuuwbewmm&omcmmtymgmﬂ\mexmamphedco\ammofduulnse or from conducting drilling or revmhnacwﬁkmhuum&ubom
pmdmmgoﬂo(m Mumdubyrusnnol‘mtyormbulnymnbnmameqmpmen\unmmdorbyapemmofforumwe,abymyh&nlunmhwormynrdﬂmhu
y, then while so prevented, Lessee” sdmyshdlbempmded,undluseemnlnubehblefuﬁ-hmwcvmplymmmmulaudﬂlhmm%
nndwlonsul.cueou ‘by-ny h from conducting drifling or kiny operations or from praducing oil or gas h der, and the time while Lessee is s0 prevented shall not e

<counted against Lessee, enything in this lease 1o the contrary notwithsianding.

10, {.essor hereby warvants and agrees 10 defend ritle to s2id land and agrecs that lesmmuaqmnnmnydmhunemym,mppotabuhenwmdhnd and in the event
Lgsmdouwnsmllhemhroauedlosm:hhmw\mthenmloentwceummdmapplymynlnexmdshm-mmyalnupayahklwrumdermwdummm Without impairment of
Lessec's rights under the warrasty, if this lease covers a kess interest in the oil or gas in afl or any part of suid land than the entire and undivided foe simple estate (whether Lessor's imerest is herein
spetified of pot) then the royalties, shut-in royalty, and other payments, if any, accruing from sny part as 1o which this lease covers lexs than such full interess, shall be peid oaly in the proportion
which the interest therein, rfuw.eoveredbylhslase.baarsmh:wholundwndmdedfwsimpleeslmnmm Should any one o more of the parties aasned above as Lessors fiil to executs this
leau.\uhﬂluvﬁﬂwksbehanmnmmmmemmgﬂum

11, Lesses, its or his successors, hmmdnsusm,shn!lhaveﬂnndllumytmuomncnkrthukmr..mwinlewmpm,tol.em«luhdm successors and assigns
by delivering or mailing a release thereof to the Lessos, or by placing 8 release thereof of record in the county inwhich said land ix situated; thereupon Lessee shall be relieved from alt obhgmms.
expm:edwmwhed.of:huwwmunuloluunmmmndered.mdmnnumshm-mmynhyp:ylbhhawnda;hnﬂbemduudmﬂumpmmhlhmmmdhmbyu
reduced by said releaso or releases,

THE WILLIAM JEFF GLENN AND LORA NELL SMITH GLENN REVOCABLE TRUST DATED FEBRUARY IJ; 1992

. f% R, — cm-d, [P -
BY: WILLIAM JE  TRUSTEE . BY: LORA NELL GLENN. TRUSTEE
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STATE OF NEW
. . . §
COUNTY OF I;M : o
The fe i was acknowledged before me this _

000004

GLENN AND LORA NELL GLENN, is the n,mny Berein stuted.

My Commission Lixpires .2 M.__
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INDIVIDUAL ACKNOWLEDGMENT {New Mexico Sbort Furm)

L4 wyer ﬁ—'@d 2 2003, by WILLIAM JEFF

afé/elﬂzﬂvi

i
Nomry Public, State of New Mexico

M@* -
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OIL & GAS LEASE o

THIS AGREEMENT made this 20* day of Octoberr, 2003, betwoen KENNETH MARK SMITH A/K/A KENNETH M. SMITH, AND WIFE, PATSY LOU SMITH, o267
Smith Ranch Road, Hobbes, NM 88240, herein callcd “Lessor* (whether one of more) and T, VERNE DWYER, 500 West Wall, Sulte 310, Midtand, Texss 79701 | “Lesseo™

m;-’A;;M;‘ of

1. Lessar, mconﬂdu:uonorTENANDOTHERDOLLARSquMpud.Wofwhmhumby ldmowledaed.mdof“
the Lessee herein contained, hereby grants, feases and lets exclusively unto Lesses for the purpose of i Nuwmmmm‘oﬂn{p,
- injecting gas, waters, other fluids, and air into subsurface sirata laying pipelincs, storing ofl, building tanks, roads th hnn,lndumn and things there
care of, trest, process, store and transport said minerals, mfnﬂawm'dem‘bedlmdhEDDYCOUNTV NEWMEX]COM . N

P22 S E
SECTION 24: SW/4 NW/4

Sudhmluemmnedtouxnpmnwmolmwhdhum)ywmmmwleu . . M

2. Subjectn the other provisions herein contained, this Jease shall remmin in force for a term of three (3) years ﬁmthudau(edled“pnmn um")mdulmgwwud
mpsumoduudfmmwdwmﬁmlandwmmlchmdlandum X

3 n:wwluumbamdbywwew(a)moﬁ,mdod:alqmdhy&uu:bmuvedunhewdl 3ns* ormupouhndnduvedﬁunndhﬂ.mewhddwaad .
a1the wells or to the crodit of Lessof in the pipeline to which the wells may be (b) on gas, incl inghead gas or ather gaseous substance procutoed from swid irad and used off -
(bcpmmsesomudmmmmdmwmmmmmmmwﬂo{M“ dewud.mﬂedwmmdduroﬂﬁemmhmydmwu
3/16* of the smount realized from such sale; (c) and at any time when this lease is not validated by other provisions hereof and there is a gas end/or condensate well on.gaid land, or land pooled

-/ therewith, but gas or condensate is not being 50 80id of used and such well is shut-in, sither before or afier production therefrom, then on ot before 90 days affer said well is sint in, and thoreafter st
umuﬂmmals.Lm:myp-yw(u\dethdvm:uhanmydtyeqnn!mSIandmofl.esw’:mmwmhcldmdehsmbyummnﬂnmumd
0 loog as said shut-in royalty is paid or teadered, this lease shall not terminate and & shafl be considered under afl claues hereof that gas is being produced from the lepsed premises in paying -
quantities. Ench 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 wouldbe paid imder this lease if the .,
well were in fact producing. The payment or tender of royallies or shut-in royalties may be made by check of draft. Any timely payment or tender of shut-in. royalty which is mads na bona Ade
atempt to make Proper payment, b\nvduchumwsmnlammpmnmpmamwm , shall nevertheless be sufficient lo prevent termination of this lease in the same manner &3 though
 proper payment had been made if Lessce shall carrect error within 30 days after lessee has received written notice thereof by certified mail fram the pasty or parties entitled to receive -
payment together with such written instrumercs (or certified copies thereof) as arc necessary to enable lessee to make proper payment. - The amount realized from the sale of gns onoroffthe - .
pmmsesshanbelhcpme:mblmedbynwgasnlesoovmedeumdmomgwd{uﬂlbyl.esmmdwwchmhmdnmmmdund«mchmndmummomuymhemﬁm
“Prige” shal) mean the pet arount seceived by Lessee fter giving effect 1o applicable regulatory orders and afior ap of any b specified in such contract or .
regulatory orders. lnlbemL:ucecumpms.nua.punﬁu,ormsMw(mmuoﬂmem)wwmoﬁmwmmmmﬁ
mydlyhaewﬂumym&nmnu&mcumammﬁrudmfmﬁnmpﬁm

4, Thuulpud-upk&mdLsmduﬂmkowweddmuthepmmymnhemofmmwormm it v h n'mmahw
Iy der in order Lo mai mlmemtorudmguwmmrymmﬂmpmmunmmmdedmdmusmnfmobhmmmmymmmm . e

mmuwmmmwmwhim

© 5. Lessee is hereby granied the right and power, from time 10 time, to pool or combine this fease, lhelmdeovaedlunmmypmorhmmwwmmymhrhui

" mineral estates oc parts thereof for the prodiction of vil or gas. Units pooled heveunder shall not exceed the standard proration unit fixed by law or by the OFl Canservation Division of the Energy -
and Minerals Departnent of the State of New Mexico or by anry othes lawful suthority for the pool or area in which said land is situsted, plus a tolerance to ten peroent. Leasec shall file written
umldeup\InMImthcommylnwl\lc-hl.hspmnmlnloaledandmdimmm)bedelxsnned[rwnmmwmtndaﬁ:bdm:waﬁu\hwnplmcfwdh D-illmgnpummuor .
groduction fram any part of any such unit shall be considered for all purposes, except the payment of royalty, as d upon or prodh fron the land describod in this leass. .
MmﬂumwwmwmwwlmmwwmwmmmponmoflhemlpmduumafpooMmmuulaﬁmwaﬂsmﬁemn,nhdmmnynudhhnor
mnopcmm-.Wdumulmmmmmwmwmuluumhmdmwmmmmwdmm:d-mumsmhml The praduction so allocated shall be

idered for all purp i ng the paymem ordchveryafmyuhy.wbzlheemnpvodnmofpohdmmnlsﬁmnlhepomnnnludhndeoveredhud;yudmhdedhsﬂdmmh.
mnmumﬁmwmmmmmummmm Any pouled unit designatad by Lessee, ut provided e ein, uiay ba i d by Losses by re ap .
msmmnmlhemmywherethehndsunmedumymwuﬁuﬂnmxphnmohdtyhdeumemdpmmonmdw L NN

: 6. !fulbenpnmm of the pﬂmryrm mmn no well upon 3aid Jand capsble of producing oil or gas, but Lessee has d ions for drilling o5 rici
thereon, this lease shall romain in force so long as opx d with no ion of more than 60 wnmmwdsyu.wbnbusthopeﬂﬂmbemihemwdlwmldlww .
sdditional well or wells, mdd'lheyresnlmlb:mmanofodmmm!onx umuﬂanoiorpsupmmaﬁunmdhmt u;angrowcxpmnofhpnmm.mudkupnmd - N
- ]mdlhouldbecmmapablcnlpmducmiwmyuuse,ﬂmhmmﬂmi inate if Lessee for addjtit drﬂlm;orfornwu‘kmwmwd-ysdnuﬂa 1feny
drilling, additioaal drilling, ar g Op der result in producti ﬂmmsbmdnllmnmﬁmm”lmgwuadmmsmw

Leasee ahall have frec use of oil, ges and water from said fand, except water from Lessor's wells and tanks, for aif operations hereunder, mdthmyah)dnllbewuﬂed after
deducnnsmysoued. Lessee shall have the right at any time during of afer the expiration of this lease to remove all property and fixtures placed by Lessoe on seid land, including the right to
draw and remove all casing. When required by Lessor, Laswewﬂlburynllp:peknesmculuvuudhndsbeluvordmwyplowdepm,mdmwdllhnhemﬂkdwnhmmhnmﬁa(Zw&)d
any residence or bam now on sawd land withous Lessor’s consent. lasar:hnllhavedumwleae.nhnmknndexpma.ofmmﬁmmywweﬂm id | inside lights in
memwldwmmwdmymmpmmmmmmm .

8 Thonglmofenberpmybmwnasmybemmdnnwhdewnpmmdmepvwmbaeofdullmendto!hﬂrlluts.
bulnndmngemthcowwzhpofmhndmmh ip of, or rights shutein royahies, however Jish ‘mwmmhmamm
rights of Lessee: undnonl:hdnngemavmotuhullbebmdmguponhw&rmmwﬂ!ﬁﬁygnﬂel.umhnbanﬁnmﬂwdbyumﬁedmﬂll&ullmwniplmoﬂlm
with scceprable instruments or certified copies thereof constinuting the chain of title from the original Jessor. ) any such change i through the death of the.
mapuou,puyotwlduanymyﬂnsorlhm—mmydlmmﬂwumenfﬂmdeceludnr!ohlusulzurtohuhnn,exocmnroudmmmwlmﬁlmdlnmnlﬂwehubeeuﬂmnﬂwdwuh
evidence satisfacrory. to lessee a5 10 the persons entitled 10 such sums.  An assignment of this lease in whole or in part shall, 1o the extent of such assi harge Lessce of sty .
obligations hemmdmud.iﬂmeewmvfpmapamlmwﬁhﬂlfsluuukedeﬁuhmlth&ymofﬂnpropommepmofmylllywmndnmyﬂlydﬂ:mmmm~
umwmmwnpiymmmyofmepmwmoimkuc.mhdemmnualﬁsawmlmensoﬁrunmuumdsdhﬁwﬁnhbmummdnnd:hﬂ

propesly comply or make such payments.

9. Should Lessee be prevented from complying with any express or implisd covenant of this lease, or from conducting drilling or or from
pmdu:mgoliorpskramdubylmnufwukyormhhumohmuuseqwumﬂmbywtmoﬁmmnrbyuy}'edalla'uclellwormodul\lhm

of go ity, then while 50 preve Lcoae:sd\uyshdlbemspmded,udl:sseeddlnotbchablefwfdm\owmplymmmmﬁulmduﬂhmm
mdsolcngul.es:enspuvuntedbymymdlmsehm ducting drilling or rking aperations ar from prads oﬂumhmndsnﬂhﬂznﬂhlmn»meddﬂwh-
counted againgt Lessee, anything in this lease to the conteary nohwithstanding. .

" d assigns;

10. Lessor hereby warmants and agrees (o defend title 10 said land and agrees that lessee at its option may discharge 1ax, mortgage of other lien smd land , and in the event
LeueedossoushllbesnhmmdtowﬂImwnhthgngmnmforummdmmlymyahmmdshm-mwﬂmpsyﬂmm\damwmﬁymn Without impairment of
Lessee’s rights under the waranty, n‘tlml:uewvm-lessmmumlhemlwmmulwuypmofudlmdlhmnuumemdmmfnnmpleem(whmwsmum
:pecnﬁedornoc)lhcnthemy-lm.shul-mmynlly,mdodmp:ymms,nfny,nwmngﬁnmmypmuwwhmhmﬂeuuomlmmmmmereu.:hllbepudonlymﬂupmpm
wmchmenmmslmumﬂm.wvudbymulus.buuwmewmkmdmd:vndedkumpkemthaan Should any onc or more of the parties nanod sbave as Lessars fuil to exscute
this lease, ushaunﬂmhelzxsbebmdmgumnvnpmyormummmannnm

il Lmee.nuoflmwccusors,hmmdmgu,;hallha\tuunnhtumymmwmcnderﬂusleuu,mwhokummwhswrurlnahen successors and 29si
bydd;::;man:rgfl&mwmmw , or by placing a release thereofof record in the county in which said tand is situated; therzupon Lessee shal) be relieved from afl obli Im
expressed or impl agreement as 10 acreage 30 sutrendered, and thereafter the shut-in royal bie hereunder reduced proportion noreage hereby i
reduced by said release or refeases. Tovely payatie Mb‘ e hm‘ sovered '

PATSY LOYSMITH . T\}Ml\(Dw “
.SOOWWa.” 4 30

| \ .
— BN T e
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INDIVIDUAL ACKNOW LEDGMENT (New Mexica Short Form)

STATE OF NEW MEXICO

COUNTY OF

The foregoing i was acknowledged before me this L‘l’ »MM__&QML&_;ZW},WWETHMARX

SMITH.

Notary Public, State of New Mexico

Printed Name L

INDIVIDUAL Acxnowu:ncmnm (New u’ Qio S¥ore) Fm) .

R ETIYITIE

snnorm:wmix:cor S e
) § . :

* COUNTY OF gAA.l_____ NN T o s P '
o mrmgomgmmunm.cmwhdw befoncmcthu b mor_ﬂ_QJ&m_bg.L;ms',ermv’lbu o

. SMITH.

My Commission Expires S_J_&M.L.

PN

RECEPTION NOi
NEW MEXICO

RECQRDED 11/
BOGK 0531 PAG
JEAN BLENDEN,
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OIL & GAS LEASE

THIS AGREEMENT made this 2™ day of October, 2003, betwecn WILLIAM C. SMITH A/K/A WILLIAM CREED SMITH, AND WIFE, NANCY SMITH, of P.O, Box
727, Lovingtoa, NM 88260, hercin called “Lessor™ (whether one or more) and 7. VERNE DWYER, 500 West Wall, Svite 310, Midland, 'I'nls 79701, “Lassec™

L Lessor, in cousidesalion of TEN AND OTHER DOLLARS in hand paid, mmpw'wmhbueby lcandeddlheroyﬂtr_-‘ ided and of the f
the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of i i lmg,mdapumfctnﬂpmdnﬂngoﬂmm.
injecting gas, waters, other fluids, and air into subsurface strata laying pipelines, storing oil, building tanks, roadways, ldmeMMnmmmmmmwm muﬁe
mof,mpmeeu.mmdm:ponmdmunk dwfolbwm.demhed Iend in EDDYCOUNI'\.NEWMLXICO to-wit:

HIP 3 NGE 30
SECTION 24: SW/4NW/4

Sndlmdxsemudmcmu%ﬂum.wﬁﬁw&mﬂywmwnesmubu

2. Sub‘uﬂluﬂnmhnvavmhutmwmumd.lhumsh-dl remain in foree for a term of threr (3) years frwnﬂndub(ullnd‘pmwytem")mdnlcngﬂ\quﬁuuml
orpslspmduwdﬁummlmdotﬁomlwwlxhwhuehaldlmdupodal .

3. Theroyahies to be paid by Lessoe are: (2) on ail, andnmerlqmdhydmcuhuunveduluwwdl e ofdmpmdaudmd-vdﬁmmdhﬂ.wnelohddwad
o the wells or to the credit of Lessor in the pipeline 10 which the wells may be d; (b}on gas, includi inghead gas or other gaseous substance produced from said land avd med offthe
jscs or used iu the manufacture of gesoline or ather products, the rarket. value at the well of 3/16® ofzhepsum.mwdaddmmpmmwoﬂlhpmmmsmum“
ofwwnaummhndfmnmphule (c)md:unynm:whmﬁuslusﬂsmvahdmdbymherpovmomheml‘md&mu-guurﬂuwnmwewﬂmudhd.ahdpwkdw
bm‘guoxaomknulelsnmbemlaowldorwdandmrhwdllsmmnmubefnmounapmdummlhavﬁvm lhenouorbefm%dmd\umdmllumh,mddwuﬁznmnd

,wmdu,mnemaypayumdcrmadmuhu-mwy;hyeqmlwﬂoowwmoofl.nmspsmgemheldwdmmmbyduw ki hyp onendet, d ‘_‘

Elehmdnpnymlihlllb;pndmtemhmdmﬂleplnyorpmmwhollthelimonmhpuymemwouldbemmhdmmawtbetmhnwhdnwﬂdhpudmmmlﬂhwdlmh T
fact producing. The payment or tender of royaltics or shut-in royalties may be made by check or draft. Any timely payment or tender of shut-in mylllywmhmﬁehubmuﬂdammpm o

make proper payment, but which is esroncous in whole of in part 2 to partics or amounts, siullncvmhemhe:ummutopnmlamnnmofﬂmlnnhmewumnw-m .
- payment had been mads if Lessee shall corect suich esvor within 30 days afies Jewsce has received writien nofice thereof by centified mail Srom the party or panti .

ki ot

mlhmhwﬂuznmﬂr\lmems(wwmﬁedwp!ﬁdla'ecf)lsueneoesslymmblelcﬁumm.kepmpamymem ﬂummlmahudmmuhofmmwoﬂ'meptaﬂménﬂhﬂu'

lished by, the gas sales contracted --—‘mloin5oodﬁuhbybnmuﬂpsmmrﬁnmmmdmd«mhmmuuewummhmm “Price™ shall tiean the
mmm-wwm«mpwng%amwwhmmqmmm ion of any applicable price adj pecified h courtrs ampmyatdu; lmhuw;n
Lessee conipresses, treats, pmﬁu,wdebyﬁtcswd:ps(whﬂhwmoﬁmkued ses) o P p.wfﬂhe' d premises, Lesses i nputing royalty deding
such price 8 reasomable charge for cach of such funstions performed. | Lo . ’ e 'J ’
4, Thmupuﬂ-uplnnndlﬂ:seeshdlnolbeobhpleddunnndnpnmlymnhﬂ'eof or coutinue perati fwh haracter or l :
haemdwmardulammlunmslmhbmdmhpnmaym,}m,ﬂmpmsmsmwmdedmrelml,en«cf bli topay oy, i actual prods ap wsusnt
the provisions or paragraph 3 hereof. C B Do . . . s

s, Lessec is heroby gramed the right and power, from time 10 time, 10 pool or combine this lease, tbelmd:ovuedbynwmypmwhotmnwmﬂ:nymhalnd.
minesal cstatcs of parts theroof for the production of oil or gas.  Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the Oil Coaservatiaa Division of the Encrgy
and Mincals Department of the Staic of New Mexico or by any other lawful authority for the pool or ares in which said land is siniatod, plus 8 tolerance to ten percent. Leasee shall e written unit

s dcs:gnmonsmmeooumymwhwhmeprmmmIouledu-dsu:hmmmybedwgmedﬁumnmmmmmduﬂmbeﬁmw:ﬁ«lhemuﬂumnfwdh Drdbngnpmdwnmw

production from aay part of any such unit shall be considered for all pumoses, except the payment of royalty, es operati upon or ion from the land ibed in this lease,
Thereﬂullbeallocuedtounehndcwemdbydnsh-nmdudedmmymhm«mpommofd:mdpmdmorpoobdwﬁmweﬁ;mdnmt.lﬁcrdedwmguym«lhleuew
umlopumons,whwhmenqm'lnrguawupmﬂnhndmbymulaumw-uluunnbemmmelamlnumbcrofmﬁcemumﬂnm The production so allocated shall be

for all 8 the payment or detivery of royalty, tobnhemnrepmducmnofponledmnmlhﬁnmlh:pomuuofmdlmdwvewdhaebyndmchdedmndmmh N

ummwumeMmdwmmmofmlsm Any pooled uaif designeted by Lessee, us provid ‘henin,mny issolved by Lessde by recordi &n apgR
.mlmmemmlhecounywhm:helmdnummdumyumuﬁud:ecompktwoﬁdrvmkwlh:ccsmm p«-dnammuulmn o . :

6, lf:ubeaxpmnon of the primary term mcrcu no well wwdlandap.lbleofpmducmgoduw.hnlam hascommnedmhdxﬂlmxwmukm;

mueon.mnkné:hanmmmrwuwlmga i d with no of more than 60 consceutive days, whether such operation be en the same well or on a different or ’

additional well or wells, Mflh:yteuﬂlmmcproammofmlwps,mlm lbmﬂaumlmwumdmdﬁumuuw 1f, aﬁath:exp\nuonoﬂhemmlrytem.lﬂwelhuwnud

lmdxhouldbecolnemclpobleofploducmsfumye-lse.dnxluuduﬂnm i if Lossee for additi ﬁlun.ufwmuhﬂud!hnsobysﬂm lfaqy ‘
berulnh

dn“mg, diti ‘dn‘llm;,og king of der rusult in producti theumuleneshdlmunmﬁdlﬁw«mhnuhaunnuuﬂwwuwv&md
7 * Lessee shall have frec use of oif, wmdwerhmndhnd,mwm:ﬁmlm;wﬂkmml'nullopetwnnshete\mdu lndlhmylllyﬂnllbewwtﬂadl&w

deducting any so used. Lesseedlll.lh.vtﬂmnahnlnyhmdunngwlﬁulhe:xplnlmnofﬂnsluselomlﬂwopeﬂyuldﬁuwesplmedbylmmndhnd.imlmﬂunﬂmam_
and remove all casing. When required by Lessor, Lessee will bury all pipelines on cultivated laods below ordinary plow depth, and no well shall be dritied within two busdred feet (200 R.) of sny

residence of bam now on said land withow Lessor’s conserd, Lessor shall have the privilege, at his risk and expeuse, of using gas from any ;uwellanuidlmdﬁrswmmd mudelsglmmdu
hereunder.

. pnnclpaldwelhnguweon.mndmy nnphansno! peeded for operations

f

8. Mnmdumammdamybempdmwhdnmmpanmdtheprovusmsherml‘shll extend to their heirs, mnd sssigns;
butnodungemxheowmnh:poﬁhehndovmlheomnhnpof,ornslmmmv:,myahwsor Manmhm,hwmmhﬂdﬂnpcﬂcwmhowymwm:mb
rights of Lessee: mdnomchdnmwordwmulmnbehmdmgupmlnuefw-nypmvoseumnoday"ﬁulmechubmﬂmshdbymﬁudmlulmee s principel place of busitiess

w:uquxablenynmunsnrcenifnedcwnuﬂmfmmnn;ﬂwchunofmﬂeﬁomtheongmﬂknm 1l any such change i hrough the desth of the awner, Lesseo may, at
mopnon,p-yocmdnmymy:lnﬂordm-mnyyalnunnhenameofmdeeuwdnrwhuuncwtohuhars.exewwuadmxmmmdsd-ﬁmauLmuh:boaﬁmem
evidence satisfactory lohsee-stolbepasomemnledww:hm An assignmens of this lease in wholo or in part shall, io the extent of such assi, , relieve and discharge Lessee of atiy

obligations hercunder and, if Lessec or assignee of part oc pants hereof shall fail or make defauk in the payment of the proportionate pert of royslty or shul-in royalty due from such Lessee or

unp:enrﬁﬂtomuplywuhnyofmcwavumsoﬁhulm wchdeﬁnllshllnolaﬁ'ecimulmmmﬁtunwwnopmofmdhnd:npmwh:hlmmmynmmﬁnﬂ

pmpulymplyormhs\dnp-ynm

9. Should Lessec be prevented from complying with any express or implicd covenant of this lease, or from condusting dnilling or rewa-kmqnpuwonshemmdu ar from
prodnculgonlorys hzmmdzbynnsmofmmywmnbﬂnywobumuuseewpmmormmml o by operation of force majeurs, or by any Fxieral or state law or any order, rule or

tlren while 5o pr l..eu:e ﬁdu(yshn!lbesuspcnded,mmmmhmmhﬂmmmﬂy(wm.mdmmmhwwwg
andsolmgnsLenulsprwmedbynymchemﬁm d g drilling or ng opesations or frum producing oil or gas b lndlbnmev-hi»' P
mmmmammmnlaumnnwwymmm . :

10 Lmurhmbywmmundngrtelwdtfmdnﬂetomdhndmdwmml:mnnsoplmml)dnschunemym.mmworaﬂulmnmnﬂlmﬂ and in the event
Lesses dues sv it shuil be sulrogated 1 such len w ith the right 10 enforve sanc 870 10 2pply royaliies and shut-in royalties payable bareunder woward satisfying same.  Without inpainment of
Leasee's rights under the warranty, if this lease covers a less interest in the oil or gas in all or any pan of said lund than the entire and undivided foe simple estate (whether Lessor’s interest is herein
specificd or nos) then the royalties, shut-in royalty, and other payments, if any, accruing from any part as to which this lease covers less than such full interest, shail be paid oaly in the propostion
which the mterest therein, if any, covered by this lease, bears 1o the whole and undivided fee simpie estatc therein. Should any ene or more of the partics named above as Lessors feil to execute this
lease, it shall nevertheless be binding upon the purty or parties executing the same. .

11, Lessee, its or his successors, heirs and assigns, shall have the right at any time to surrender this lease, in whole or in part, 1o Lessor of his hoirs, 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 suid land is situated, thereupon Lessee shall be relieved from all obligations,
expressed or implicd, of tis agreement as (o acreage 30 surendered, mdlh:ruﬁcrmasw-mmymypayabkmmdulhﬂMremwdmﬂuwomnmnm”wwwhdyn
reduced by said release of releases.

\,m = S

NANCY SpITH
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INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form)
" STATE OF NEW MEXICO o Y
. §
COUNTY OF. LEA 8
N foregoing instrument was acknowledged before me this __ 14t~ aay or_ OCTOBER 2003, by WILLIAMC.
SMITH. , T T '
‘.uulu,,
oy tr .
«“"?‘k. 5 0,' ‘e

R
gt

T INDIVIDUAL ACKNOWLEDGMENT (New Mexdeo Short Form)
. STATE OF NEW MEXICO g
. §

couu'rvor IEA &

mfomgomglnsmmwuncknwiedgedbefonmems 14t.h “dayof _ OCTOBER
‘|||l|'l o,

» 2003, bty NANCY SMITH.
o ~h ’
i MyComm\u&‘

e

RECEPI‘ION N’D: 031
NEW MEXICO, COUNT
. RECORDED 1is17720
_ BOOK 0530 PAGE 07
JEAN BLENDEN, COU
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‘APD Form

District |
1625 N. French Dr., Hobbs, NM 88240

E . 0 n .

1301 W. Grand Ave., A_rwgia, NM 88210
District [1l C .
1000 Rio Brazos Rd., Aztec, NM 87410
District IV

Page 1 of 2

 State of New Mexico Form C-1

Energy, Minerals and Natural Resources
0il Conservation Division
1220 S. St Francis Dr.

1220 S. St Francis Dr., Santa Fe, NM 87505 .

APPLICATION FOR PERMIT TO

Santa Fe, NM 87505

DRILL

Operator Name and Address

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

G

. API Number
... 30-015-33248

H

PrqpenyCode’-' i ) ' PropenyName ) " Well No. b
: 33470 ] T . Apache 24 Fee » 006
e e b e oo e e S“l'face Locaﬁon -

kange N/S Line
30E f

Lotidn
B

* Section " Township 2 . FeetFrom -
24 | 228 |

' UL or Lot l
E i

Proposed Pools s oo

N

Feet From .

) .E/'W‘Li»ne '

660 - 1|

oo sy o 4

~ - County_

W

st S

' Eddy ) ,‘EJJ

- rUAHADA RIDGE DELAWARE SOUTHEAST 50443 R L g M;I o
{ o m\)!‘lo; Type s o Well Type Cable/Rotazy i Lease Type Ground Level Elevauon r
|  Newwen | OIL | Private | 3366 “’
: Multiple ! Proposed Depth Formation ; Contractor : Spud Date S
; i . ;
: N 7900 : Delaware ! 02/0]/2004 ?:
[ SR Ak O ol ol rral o B ST T e SIS TR ey an e e T e ':;" Tevoiome, RINSOMARA a1 S

Proposed Casing and Cement Program

Setting Depth | Sacks of Cement

e

[ Ty;;e il Hole szc ap 'C_a;ix:{gj-'s{z‘; | Casing Weight/R

T

Estlmatzd TOC

[swt 125 [ By [ 8 _ 625

H
)
T

600

i

flA ml [ 11 [ 8625 [' 32 13800

) 1999_,...].

N

i i
ek o
] A

0. Prod[ RECIREN il 155

_Casing/Cement Program: Additional Comments

13 3/8 cmt lead w/350sx C]ass C & tail w/250 sx Class C, citc to surface 8 5/8 cmt lead w/800 sX Class C & tall w/200 sX
Class C, circ to surface, 5 1/2 cmt lead w/430 sx Class C & tail w/300sx Class C & Lead w/450sx Class C & tail w/175sx
‘ Class C thru DV tool @4000, circ to surface No Hydrogen sulfide or other hazardous gases or fluids have been
encountered repprted or are. known to ex1st at thls depth in thls area

7900

LB

i
i
[ EPERT

. _Proposed Blowout Prevention Program .~~~ .

fL .. Type _ _Working Pressure Manufacturer

TestPressure |

[ DowleRam — T 3000 EC -
l..:: REd Anllglgr B '~-'.!- siar -z 2000 T - ” i _ ~~ _ ]




APD Form ' ' ‘ Page 2 of 2
i hcreby certlfy that the mformatlon glven above is true and; ‘I A__‘% OIL CaﬁgiRyAnbﬁ ]31{&516& B
Jcomplete to the best of my knowledge and belief. ! IEIec tronically Approved By: Bryan Arrant EEEE—
|Electronically Signed By: KarenCottom =~ | lT“'e Geologist . ._M_"
'["I:i}_le_‘:__”_ggg_rg‘tjg_pq:_l‘ﬁec}}pic_:__igp~ e ! *lApproval Date: 02/19/20041|Exp|rat10n Date 02/19/2005|
;Date: 12/17/2003 _ éPhone: 405-228-7512 | |Conditions of Approval:. :

T T lThere are conditions. See Attached L




- 1071272004 11:28 FAX CEIC "URBVUN ENERQT. . v vve v

’ 1 ” » ‘
. vt

: . ' . . ‘ PO FORM APPROVED
REAE, SRR A
UNITED STATES 5 _ - Bxplrea November 30. 2000
DEPARTMBNT OF THE INgERlOR . Ty I-N
U AGEME ' . Lease Serial No.'
- BUREAU OF LAND MAN NT NMNMB9051 -
APPLICATION FOR PERMIT TO DR[LL OR REENTER 6.. If Indian, Allottee or Tribe Name .
la. Type of Work: - (& DRILL D RE]:.NTER e o ) - b rIf _Unitﬁr CA Agfegmenl, Name and No.. - -
| 8, Lease Name anﬁ Well No. .

Ib.TypcofWell, @OilWell OJGasWell [ Oher [ SinglcZone [ Mukiple Zong |  APACHE 24 FEDERAL7 v |

2, Namc of Operaio ‘Contact: LINDA GUTHRIE N B 2 /\Pl WG“"NOc L
DEVON ENERGY PRODUCTION CO LP E-Mah: tihda.guthrie@dvn.com T & .

Ta. : 3b. Phone Na. (include area eode) BN lO.'Field’nnd Pobi._orixplora T N
20 NORTH BROADWAY, STE 1500 Ph: 405.228.8209 R QUEHADA RIDGE SOUTHEAST DEL.
OKLAHOMACITY OK 73102 : Fx: 405.562,1319 B A T

4, Loca_lwn q_l' Wcll (Repor ! lawl{an clearly und (n accordance with any State requirements.®) : o L See, Ta R, M, or Bk, and Survey or Arca

Atsurface - . SWNW 1470FNL 950FWL . o §§°E24B-'!I-.228 R30E Mer NMP
At proposed prod. zone NENW 5G8FNL 2059FWL » . - T

14. Distance in milés and dircction from ncorést town or post office® . i IR Y v County or Pnnnh' : L 113 St
. APPROX 46 MILES'WEST OF JAL NM » S el ERDY I NM -

15. Distance from proposed lucation 1o nearast pro or 16. No, of Acres in Lease o SRR I b A SpacmgUni:dediutedmmis well -

laze ling, f. (Alsown:uresl dng. unit lme. tny) S T 3 . . o
_ . 440.00 ‘ . " 40, 00 _

18. Digance from proponcd location te neareat well, drilling, | 19, Proposed Depth - . | 20. BLM/BIA Bond No. on file

completed, applied for, un this leage, It ) : 1= = SoT
81156 MD ' - B
- 7850 TVD : _

21. Elevations (Show whether DF, KB, RT, GL, ele, 22. Approximate dae work will start ) "t 23, Estimated duration

3354 GL R (06/15/2004 S 16 DAYS

24, Atachments

The following. completed i in ag ordance with the requirements of 0mhorc Qil and Gas Order No. 1, shall be nltnched 1o this form: -

. Well plat cemﬁed by & regisiered surveyer, 4. Bond to cover the operations unless :ovcrcd by an cxisting bond on file (sce
A Drilling Plan Ttemn 20 abovc S
3. A Surface Uss Plan (il the Incation ia on Nazional Forest System Lands, the 5. Operator certification .
SUPO shall be filed with the approprinte Forest Service OMice). 6. Such other &ite specific mfon'nauon and/or plans as may be roquired’ by the
) uythorized officer.
25. Signuwre - Name (Printed/Typed) L —— Bate
{Electronic Submlssmn) - o ~LINDA GUTHRIE . . 05/11/2004
T REGULATORY spscmusr B o ’ R
Appraved by (Signaare) S Name (Prinied/Typed) . I — T Dae
Title Office

Application approval docs not warrunt or ccmfy the upplicant holds legal or equilable itle to thoae rights in the subject lease which would cmltlc the applicant to conduct”

operations thereon.
Condidons of approval, if any, nre attached,

——

Title 18 U.S.C. Secrion 1001 and Title 43 U.S.C. Sccnon 1212. make it 8 crime for any person knowingly end wmfuuy to meke 1o eny dap:mmem or sgency of the United.
States any false, fictitious or fruudulent gtatements or representations 8s to any mstter within its jurisdicvion. :

Additional Operator Rem'arks {see next page)

Electronic Submlission #30592 verified by the BLM Well lnformatlon System
For DEVON ENERGY PRODUCTION CO LP, sent to the Carisba '

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

10/12/2604 TUE 10:23 [TX/RX NO 8679] @006




- 10/712/2004 11:23 FAX o B UCVURN CHChUT . v v v
Nt S

vAdditIonal Operator Remarks:

Devon Energy proposes to drill a dircctional Delaware well to 7850 TD for commaercial quantities of ol
and gos. 1f 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 Dnllmg and
Surf‘ace Use Progmm CH blmtted for the Quahada Ridge, SE Ficld. .

. Dircctions From thcjuncnon ol‘ Co. Rd. 802 and State Hwy 128 go north on 802 (WIPP Road) for approx
'~ $.0 miles 10 lease road; then west on least road for approx 2 3. mlles to a pointon the pmposcd S

location,
'No new access road is proposed for this location,

10/12/2004 TUE 10:23 [TX/RX NO 88?9] @oot
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" DEVON: ENERUY "~ @ vvo/ vt

. ¥y

APD Form » Page 1 of 3
DL —FEE-
; Yolo F

Ristristd : o orm C-101

1625 N. French Dr., Hobbs, NM 88240 _ State of New Mexico _  Permit 1519
- Qistriatll S Energy, Minerals and Natural Resources i

1301 W. Grand Ave,, Arlesia, NM BBZIO »

Digerict B - 0il Conservation Division

1000 Rio Brazos Rd., Azlec. NM87‘|0 - 1220 S.' St Fran.cis Dl'. o

vy Santa Fe, NM 87505

1220 S. St Prancis Dr., Stnl. Fe, NM an e, |

87505 : L

APPLICATION FOR PERMIT TO DRILL

o Operamr Name and Address -
DEVYON ENERGY PRODUCTION COMPANY, LP

]| 20 N. Broadway *
|| oktahoma City, OK 73102

I Propervy Code

.. OGRID Number
6137 Co

APl Number

Property Name
APACHE 24 FEE

Surface Location

ULorLot | Section Township ’ Range 7 LotTdn || Feei From I ~rs Line -
E 24 228 30E 1460 N

- Proposed Pools

[WILDCAT:DEVONIAN (GAS) 96061

Mulnple Proposed Depth Formation
155 00 Devonian

Work Type Well Type Lease Type. Ground Level Elevation
New Well Private 3355.

) Comr'wof'v |

Proposed Casing and Cement Proram

" Spud Date~
11/15/2004

][ Hole Size ][ Casing Size

Seumg Depth

Sacks ofCement

" Estimated TOC ] -

Type " Casing Weight/ft
' Suf [ 20 ] 16 654 | I |f. 0
[ It ) 1475 [ 1075 ] 405 } 3soo m e
[ Prod || 95 7625 ) 337 2050 JT 2000 ) 0
[Tl s T 55 0 | e T w1

—QngADement Program: Additiona]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 C1 C. Hydrogen Sulfide gas may be present in the Devonian. H28 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 32NC
filtrate Brine 3800-12050 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

T T
| Double Ram I 10000 10000 .
[ Amler 5000 [ se0 L ]

1. — =—_— L ——————

http://www.emnrd.state.nm.us/ocdpermitting/C101 Form.aspx ?PermitID=1519&PermitVer... 9/16/2004

10/12/2604 TUE 10:23 [TX/RX NO 6879] @008
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a ' APD Form @ R | ‘ ' Page 3 of 3

I hercby certify thth 1'hc information given above is true and OIL CONSERVATION DIVISlON .

complete to the b&ﬁt of my knowlcdgc and behef | [Etectronically Approved By:

Electronically Signed B; Linda Guthne Title:
Title: Regulatory Specialist lApproval Date ,Bxplratlon Date: -

| : ' : 405-228-8209 ls_ondmons of Approval
Date: 09/16/2004'_‘ - |Phone ‘ 05 » > Condiuons pro!
: =

http://www.emnrd.state.nm.us/ocdpermitting/C101Form.aspx ?PermitID~1519&PermitVer... 9/1 6/2004

'10/12/2004 TUE 10:23 [TX/RX NO B673] @o10




000016+ 1reercuvm 15,1y rax © DEVON ENER@Y vooé/005

S ' STATE OF NEW MEXICO
, DEPAR’_I‘HENT OF EN ERGY, MINERALS AND NATURAL RESOURCES
L 0". CONSERVATION DIVISION

‘ OF DEVON ENERGY PRODUCTION COMPANY, L. 2% FOR AN
ORDER AUTHORIZING THE DRILLING OF A WELL IN THE POTASB AREA. '
EDDY COl NRY, NEW MEXI CO

CASE NO.

AF ¥IT OF E

I, Kenne ‘Smith,v b:eing first dul_y sworn upon my oath, state as follows:. ..

L 1 am ovey the a’g_e of twenty-onc years and have personal knowledge of the facts . -

containéjd ip thi Affidavit. The facts contained in this Afﬁdéirit Brc true ai;d aci:uma. -

2, I am the gwner of the surface and the minerals located at the SW/4 NW/4 in R

Section 24, Fowhship 22 S§uth, Range 30 East. NMPM, Eddy Cons_:_ty. New 'Moxico,

3. i signéd, oil and gas lease on Octobér 20, 2003, which allowa Devon gnergy

- Production Co ' aﬁy. L.P_; (“Devon”) to develop the oil and gas under said land, | L

4. Az this i* the 6ﬁly lease for miﬁenls, I remain the owner of any potash minerals.
in the SW/4 NWY4 of Section 24, | |
5. 1 undgnstgnd that Devon proposes to dril} wells known as the Apsache 24 i'e:_af :

Well No. 6, No.[7 2nd No. 7A on the SW/4 NW/4 of Section 24.

als developed first and in preference to any potash tesefves underlying

6. 1t s iny ifjtention as owner of the surfacs and minerals ip said arca, to have the
oil and gas min




000017 Vireg/cuvn 1. 1 FPAX DEYON ENERSBY m°°3/005 .

rny Iand and I berefore support Devon's apphcanon for the drming of the Apache 24
-FeeWellsN; L 7,and TA. | |

7. The s nqabed Exhibit A is & true and correct copy.of my agrecment with Dcvon

DATED this g)_day of ,/0/ ., 2004,
|

. STATEOF b )~
' _ )88
“couNTY oF | eq S y | |
o Subscfihtd and sworn to before ime*t’hi's(ﬂan day of No V. 2004 -
by Affiant Nemg. o

Glande K1

Noury Public

oy i
My Conmission Bapires




" Dear Ms. Cottom: "

'  IMC Potash Carisbad Inc.
@ IMC - P.O.Box7l . -

' A 1361 Potash MmesRoad
. R o S : g o . Carlsbad, New Mexico 88221—0071
. April 12, 2004 5058872871 y 3o
“KarenCottom~ - oo . o K*“’L’ L

Devon Energy Production Company, L.P.

:.f;, Engineering Technician : ) # o i_ . ,
.’ 20 North Broadway ‘ | L v M(C/ld | ‘/{M “

~ Oklahoma City, Oklahoma 73102-8260

- IMC Potash Carisbad 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 % mile of this location in 2007.

- Dnllmg the well apphed for by Devon definitely constitutes a hazard to proposed mmmg ‘

in this area.

© IMC Potash Casisbad Inc, ébjééts' the d_ximng of a well at this location. - -

 Sincerely, o

: Morehouse

. Superintendent, -

. Mine Engineering and Construction

Cec “Don Purvis Charlie High
 Joe Lara Craig Cranston

Tim Gum Joe Mraz

EXHIBIT

D




e T o B T R I AL

o IMC Potash Carisbad Inc.
Q me | e
’ . 1361 Potash Minés Road
' Carlsbad, New Mexico 882210071
August 30, 2004 _ 505.887.2871 ..
Linda Guthrie
. Devon Energy Production Company, L P
20 North Broadway

Gklahoma City, Oklshoma 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 des:gnated 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 approxunately Y4 mile of this location in 2007. - Although -

* this Unit E is privately held, there is no point within this tract that is outside the % mile .
 buffer required by R-111-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.

Dafi Morehouse
Mine Engineering Superintendent

cc:  Don Purvis  Charlie High
Joe Lara Craig Cranston
Joe Mraz
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NEW MEXICO ENERGY, MINERALS and
NATURAL RESOURCES DEPARTMENT |

Mark E. Fesmire, P E.
Director :

Qil Conservation Division

BILL RICHARDSON
' Governor

Joanna Prukop
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: 3Devon Energy Productlon Company, L. P
: "~ Apache 24 Fee#6, Iocated in Unit E.(1980° FNL & 660’ FWL) of L
" Section 24, Township 22 South, Range 30 East, Eddy County, New Mex:co S
o API # 30—015—33248 o

Dear Ms Guthne or To Whom It may Concem

In regards to thc 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 B L

- April 12,2004,
I apologize for the lateness of this letter of notification.
Please call if 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, Nt;.y‘\‘/ Mexico 88210
Phone: (505) 748-1283 * Fax (505) 748-9720 * http://www.emnrd state.nm.us
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Guﬂww.hnda , ‘ s i '

' From: ' " - OCD Online System Administrator [ocdonlme@state nm. us]
Sent: _ ~ Mongay, September 20 2004 1149AM

To: - . 'Guthrie, Linda -

“Subject: - - - OCD Permit Rejection

. 0CD has REJECTED the following permit: .

' Permit Type: APD
- ULSTR: E-24-228=30F
Well Name: APACHE 24 FEE #007A

Please view the CCmments for thls permit at OCD Online.‘
d.http //www emnrd, state.nm. us/ochermlttlng/ViewAPD aspx7PermitID=1519&Version=OCD

. .Confidentiality Not1ce~ -This -e-mail, including all attachments is for the sole use of the
‘intended recipient (s) and may contain confidential:and privileged information. Any ’
unauthorized reviuw,use,disclosure or distribution is’ prohlblted unlesa specifically -

- provided under the New Mexico Inspection of Publlc Records Act. If you are not the
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By THE DIISION:

. Stogner

- STATE OF NEW MEXICO _
ENERGY MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION ' v

- IN THE MATTER OF THE HEARING

CALLED BY THE OIL CONSERVATION

*_ DIVISION FOR THE PURPOSE OF
| CONSIDERING

" CASE NO. 10490
| ORDER NO R- 9990

- APPLICATION OF NORANDA MINERALS, INC. REQUESTING THE DIVISIONTO »
" . /RESCIND OR DENY AN APPLICATION TO DRILL A CERTAIN WELL lN THE"--‘i;
f_'_f.OlL/POTASHAREA, LEA LOUNTY NEWMEXICO St e T

ORDER OF THE DIVISI BN

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-tober 26, 1992 at Santa Fe, New Mexico, before Examiner Michael E. .

NOW, on thls 18th day of October, 1993 the DlVlSlon DIrector havmg o

considered the tesnmony, y, the record and the recommendatlons of the Exammer, and -

being fully advised in the premises,

FINDS THAT:

" '-(‘1')’ Due 'publI'c‘ no‘tIce h:aidng been given as reqmred 'by law and in' accordance -

v_.wnh New Mexico Oil. Conservation DlVlSlOH/CommJSSlOH Order No. -R- 111 P, the-
Division has JunsdIctIon of thIs cause and the subject matter th:reof. . -

(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 Apn] 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.
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(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, Townshlp 20

.South, Range 32 East, NMPM to test the Delaware formauon, Lea County, New

Mexxco.

(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 hearmg in opposmon to

- > Noranda and in support of Yates.

(6)  Yates as the current lessee of a valid oil and gas lease 'frorn_.Sn.yder
- Ranches for the Snyder Ranches fee acreage in said Section'1 and proposed operator: "

- of the Snyder "AKY" Well No. 1, appeared at the hearmg and presented evrdence in’

-»opposmon to Noranda.

, (7) Noranda is the current lessee of a valid potash lease with the State
of New Mex:co 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

L - 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 1n'

Lea County, New Mexico.

: (8)  The proposed Yates well is within the designated 01l/potash area as
described in the New Mexico Oil Conservatron Dmsron/Commrssxon Order No.R-111-P

_ ("Order R-111-P"). -

(9)  Order R-111-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").
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| (10) - According to Order R- lll P, an LMR determination <by either the SLO. -

- or the BLM is within the exclusive authority of those agencies and such a determmatlon .

by them is binding upon the Dmsmn

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

(12) Whlle thls partleular matter is ye{ umesolved it is a moot issue in thlS"

pamcular instance in.that the proposed well location is within the-half-mile buffer zone. " -
‘of a declared and recogmzed LMR flled by Noranda and de51gnated by both the BLM; '

and: SLO

(13) Sub-part G(e)3 of the Rules and Regulauons Govermng saxd od/potash‘ o

area, Order R-111-P, provides that; ' S
apphcatlon 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 Ranehes,."a_s: the owner. of the urlleased potash underlying its

| écreage 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

underlymg its fee prOperty

o (15) . Yates has followed the provisions. of Order R-111-P, sub-part G(e)2, whlch'-f ;
. requlres it to provide notice of its intent to drill to all potash lessees thhm one rmle of:

the proposed well locauon

(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, Townsh1p 20 South, Range 32 East,

NMPM, to test the Delaware formation, Lea County, New Mex:co, remain in full force
and effect.
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’ (17) ~ At the time of the hearing Yates prese’nt'ed two
~ for the subject well as shown in Exhibits 12 and 12A. The prg
" 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.

This proposedl 'eésmg and cementing program meet the cri
completed to the Delaware formanon in the orl/potash area,

: of Order R-111-P.

casing and cementmg plans
pposal submitted in Exhlbn
to surface: .

teria for wells dnlled and -

as provxded in sub-part D

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

" order.

~ (19)  Subsequent to the hearing both Yates

nd Noranda - requested

postponement of a decision in this matter because of a possible financial transaction.

between Noranda and Horizon Potash Corporation of Carlsba
and the concurrent negotiations for a mutual agreement

, New Mexico ("Horizon")

f understanding between.

Yates, Noranda, and Horizon. Such an agreement and transaction could have resulted. .

'in a dismissal of this application.

(20) In late April, 1993 the Division was notified

- possible- transaction had terminated and that these proceedupgs were to resume. Also, .

~ at that time both Yates and Noranda submitted the required

memoranda requested by the Division at the conclusron
information was not received from the third party in this cas

May 26, 1993,
(21)

described in Finding Paragraph No. (5), above, and to allow th
designated "No. 38", which is a "Subsidence Waiver Agreement’
Inc. and Noranda.

(22)
or a representative of any potash lessee within one mile of the
1 may be present during drxllmg, cementing, casing, and pluggi
conformation with all requirements of Order R-111-P and of

By correspondence dated April 22, 1993, the appJ
this matter be reopened to consider surface ownership of th

i

As provided in sub-part H of Order R-111-P, a re

post hearing findings and
of the hearings. Such
e, Snyder Ranches, until

icant, Noranda requested
le subject fee acreage as
submission of an Exhibit
between Kenneth Smith,

epresentative of Noranda
Snyder "AKY" Well No.
LAg of said well to observe
this order,

that such dxscussrons and -
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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 opportumty to witness the cnncal operanons over the hfe of the subject well

lT l§ THEREFQRE ORDERED THAT

: ( 1) The apphcauon 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 Delawa.re formauon -

Lea County, New MCXJCO, is hereby deni gj

TISF THE RD D

(2) The Yates Petroleum Corporauon "Appltcatxon for Pernnt to Dnll" sald :
well is hereby in full force and effect. I e e

(3) - The DlVlSlon shall take adrmmstranve notice of Noranda s correspondence o

to the Division dated April 22, 1993 and Yates’ response;- however, such Motron to:
' Reopen and Supplernent the Record in thxs case is hereby gn;eg

(4) All prowsxons of Commtssron Order R-lll P apphcable to the: casmg,

actual dnllmg, cementing and plugging of a deep well within the "Desrgnated Potash :

Area" shall be strictly adhered to.
| - (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 1ncorporated by reference.
into this Order. :




~ as the D1v151on may deem necessary
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(6) Jurlsdxcuon of thls cause is retamed for the entry of such further orders

_ STATE OF NEW MEXICO
_ OIL CONSERVATIGIN DIVISION

WILLIAM J. Le
- Director





