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- o State of New Mexjco | »- RE
PATRICK . LYONS o f Aot ) | COMMISSIONER'S OFFICE |
COMMISSTONIR Commissioner of Public Lands Phone (305) 8275700 | |
' , 310 OLD SANTA FE TRAIL - Pax (505) 8275766 § |

P.0.BOX | 148 L wwwamstaslands.org ‘,

SANTA FE, NEW MEXICO 87504-1148 - 4

July 23, 2003 | A
Padilla Lay Firm P.A.

Alln: Mr. Erpest L. Padilla ' 4 1

P.O. Boex 2523 o '

Santa Fe, New Mexico §7504- 2523 i

RE: Salt Water Nisposal SWD-209 . 5

Dear Mr. Padilla: ’
Enclosed for your further handling are duphcate ora.qinals | -

of Lhe above refersnced sasement.

Pleage havc: your client sawcute thie easement in dupl:.cate, ’

bafore a notary public and return at your earliest
convenience. !

4 3

Plsage note that we are cffering you a two year eassment g
pending the outcome of an internal study of our Salt Water i
dispopal program. : r

o

Unee the easement is returned and signed by the ‘
Comnigaionar, you will be furmished 4n original for your ! 3
record. , . |

If you have any questions regarding this casement, please
call me at 505-827-4003.

S-m..erely, ' ' R

Jogeph Rﬁ‘f;;r)ez é : | |

Commezcial Rescurcas NMOCD CASE NO. 13686

APRIL 27, 2006
DKD, LLC —
EXHIBIT NO. Z)

enclosures
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NEW MEXICO STATE LAND OFFICE

AL'T WATER DISPOSAY, EASE

© SALT WATER DISPOSAL
EASEMENT NO. SWD-209

THIS AGREEMENT, dated this 22nd day of July, 2003, made and untered into between the State
of New Mexico, acting by and through the undersigned, its Commissioner of Public Lands, hercinaftcr

called the granter, and Pronghorn Management Comporation of P.O, Box 1772, Hobbs, New Mexmo
§3421, hereinafter called the grantee,

WITNESSETH:

THAT, whereas, the said grantee has filed in the Land Office an application for salt water disposal
egsement and has tendered the sum of $500.00, toge.ther with the sum of $30.00 application fee;

NOW, THEREFORE, in consideration of the foregoing tender, racaipt of which is acknowledged,
and the covenants herehn, grantor does grant to the grantee g salt water disposal easement for the sale and
only purpose of mrlergmund disposal of salt water produced in connestion with oil and gas eperatione,
together with the right to make sure reasanable use of the land as may be necassary to dispose of said salt
water. Suid easemont shall cover the following deseribed lands:

INSTITUTION _ SECTION  TOWNSHIP  RANGE  SUBDIVISION  ACRES
DAL Miners 3 T68vath 3§ Bast  FPortion Withm  2.50
Hospital ' o  Lot12

“TO HAVE AND TO HOLD said lands and privileges harcunder for a term of Two years fmmﬂm
date first above written, subject to all terms and conditions hereinafter set frrth:

L Gmﬂeshaﬂpaythegzmwrtheanmofﬁm_mﬂy,madvm

2. With the consent of the grantor and payment of a fez of $30.00, the grantes may sxmender
or rolinguish this salt water disposal casement to the grantor, provided, however, that this surrender clanse
shall besome absolutely inaperative immediately and oonmmamly with the fling of any sujt in any court
or law or equity by the grantor or grantes or any assignes to onferee any of this terms of this salt waler
disposal easeraent,

3. The gramtee, with the prier written consent of the gramtor, may assign his salt water
- disposal easement in whole only, Upon approval of the assignment, in writing, by the grantor, the grantea

shall stand relieved from all obligations to the prantor with respect to the lands embraced in the
asszgmuem and the grantor shall likewise be relieved from all obligations to the assignor as to such tracts,
" and'the assignes shull succeed to all of tha rights and privileges of the assiguor with respect to such tracts

and shall be held to have assumed all of the duties smd ob.hgaﬁons of the asmguor to the grantor as to such
tracts, .
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4. The grantor may canes! this ralt water disposal essemment for non-payment of annual
consideration or for violation of any of the tetms and covenantd hereof, provided, however, that before
any such ¢ancellation shall be made, the grantor must mall to the grantee or askignes, by registered mail, 3
addressed to the post office address of such grantes of assignee, shown by the records, 2 thirty~day notice
of ntention to cancel said salt water disposal sasament is sulject to cancollation, No proof of receipt of
notice ghall ba necesgary and thirty days after such mailing, the granter may enter cancellstion unless the
granitee shall have sooner temediad the default. .

e,

A T S

5. The grantoe shall furnish f.opws of tecords and such rspotts and plats of his operations,
including any and all data relating to geological foymations as the grantor uwy Teesonably desm nm:wsary
to his adrministration of the latds. o

6.  Grentee 7uay make or place such mpmvements' and equipment upon the land as may ¢
teasonsbly be necesssary to dispose of salt water, and upon termination of this galt water disprsal easement
for any reason, grantes may remove such improvements and equipment as can be removed without
matsrial injury to the premises; provided, however that all sums due the grantor tave been paid and that
such removal is accomplished within one year of the tecmination date or before such caclier date as the 4
grantor may set upon thirty days written notlce to the gramtes, All improvemants and equipment § °
remaining upoh the premises after the 1envval dute, as set in accordance with this paragraph, shall be ¢
fotfeited to the gramtor without compensation. All pipelines coustruoted hereunder shall be buried below |

plaw depth, _ : :

7. This salt watcr disposal easement is made subject fo all the provigions and mquirements ¥
applicable thereto which aro to be firand in various acts of the legislature of New Mextico aud the rales of |
the Commissioner of Public Lands of ths State of New Mexico, the same aa though they were folly set § |
forth herein, and said laws and rules, so tarasapphcablawthmsaltwﬂzrdl@asal easemnent, are to he § |
tiken as a part hereof. |
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8. All the obligutions, covenants, agresments, tights and privileges of thig salt water disposal § -
sasemnent shall axtend to and be binding snd imure to the benefit of the lawful and recognized assigns or | |
suecessors in interest of the parties hereof

9, Gmmashanpoatwnhgrmtarabondorundmahngmanmoumxequmdbygmmwn ': ’
faver of the owner of improvements lawfully located upon the Jands herein to &emmpayment of damage :
it any, done to such improvements by reason of grantes’s operations,

10.  Puyment of all sums due herennder shall be made at the office of the Commisgionet of |
P\xbhc Lands, 310 O)d Santa Fe Trall, PO, Box 1148, Santa Fe, New Mexico 87504-1148, 1

_ 11, Grantes, inclnding his huna assigns, agents, and contractors shall at their own e:cpen.-,e~ :
fully comply with al} laws, - reg;ﬂanons. rules, ordinances, and requireents of the city, county, state,}
feders] mrhorities and agencies, in all matters and things affecting the prernisss and opetatmns thﬂreanjr
which xpay be enacted or promulgated under the governmental police powers pertaining to public health‘j
and welfare, including but not limited to conservation, sanitation, aesthetics, pollution, culural properties,t
fire, and ecolopy. Such sgencies are not to be deemed third party beneficiares hereundet; howevey, this
clanse 18 anforecable by the graatar as Rerein provided or as otharwme perizatted by law :

12.  Grantee shall sgveo and hold harmless, mdnmu}ﬁ' 2l defind the State of New Mexico, th: '
Commissioner of Public Lands, and his agent or agents, in their effieial and individual eapacities, of and]
from any and all liability claims, lorges, or damages, arising out of or allaged to arige out of or mdmectlyf
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connected with the operations of gmntee hereunder, off or en the heren above dwscribed Jands, or the :

presence on sald Jands of any agent, vontrantor ar sub-contractor of grantes,

AFFIRMATION QF GEOLOGIC, ENGINEERING & HYDROLCGGIC INVESTIGATION: Ihemby ¥;
affirm that the availshle gealogic and engimeering data have been exarined and no svidencs has been -
found of open favlis ar any other hydmlogic sonnection between the dxsposal 2ot and any undargmund

source of drinking water,

IN WITNESS WHEREOF, the State of New Mextico has heteunto sxgncd and caused its name to

b sigmied by its Commissloner of Public Lunds, theventito duly authorized with the seal of his office
affixed, and the grantee has signed this agreerment vo be effcctive the day aud year above written,

STATE OF NEW ME’HCO

BY: ' BY:
PATRICK H. LYONS - GRANTEE )
COMMISSIONER, OF PUBLIC LANDS
| (PERSONAL ACKNOWLEDGMENT) 4
STATE OF )
COUNTY OF ___ ) . o
The foregoing instrument was acknowlcdged befors me this day of s g
20 by
(ACKNOWLEDGMENT BY ATTORNEY-IN-FACT) q
STATE OF | )
The foregeing instrument was acknowledged before me this ___ dzy of . 5

20 , 35 attomey-in-fact on behalf of

(ACKNOWLEDGMENT BY CORPORATION)

STATE OF _ L )
COUNLY UF - ) .
The foregoing metrument was aﬁlénawlmdggd before me this day nf )
20 by ,

) (NAME) _ (TITLE)
[+24 .

(CORPORATION)

My Cotnmission Expires Notary Publio:
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PADILLA LAW FIRM, P.A. .
STREET ADDRESS :
1508 $. ST. FRANCIS DRIVE o L
SANTA FE, NEW MEXICO 87501 43
MAILING ADDRESS .
. P.O.BOX 2523 | R
SANTA FE, NEW MEXICO 57504.25213 »
Toelephone (505) 983-7577  Pacsimile (505) 988.7592 1

© FAX TRANSMITTAL £O* o '
Date: July 29, 2003 ] ;
To: G-A. Baber | | | :
Pronghom Management Corp. ' A q

Trom: ERNEST L. PADILLA o

Fax No. (505) 393.9980 | ‘ i
RE: Application for Salt Water Dispoxal Well, OCD Case No. 12905 z
& Pages Trassmitted Including Covetsheet '
#*#&##ﬂ**;***m*#**%##*#I#****#**#**##ﬁ*********&#***#ﬂ'##ﬂ#*_ﬁ*"'*#*****&# " :
IF YOU DO NOT RECEIVE ALL THE PAGES INDICATED ABOVE,
PLEASE CALL US BACK AS SOON AS POSSIBLE AT: g
{505) 988-7577 ASK FOR: Michelle . '
Aok ddodeddooi e v ety e e A e gy dend sk o e e o i e R R Ak A ek AR A AR R Ddod ok fedkdede i b Ak k :
MESSAGE: Aitached please find Jetter Joseph Lopez, Office of State of NM
Commissioner of Public Lands w/ casement attachment,
NOTE: The information contalned In this fwesimile message Is atxorney/etient privileged and i 3
eonfidential information intended only for exe by the individeal or entity numed above. If the readar ‘ ’
of this message is not the Intended recipicnt, or the employes or agent responsible for delivery to the : .
utcended recipiont, you s hereby notified that any dissemination, distribation or copying of this ]
nommuninitlnn is strictly prohibited. 1 you luve received this facsimile In errar, plegi;: immediately j‘ !
natify us by collect telephone call and peturn the original mestage to us at the above uddress via the : _ \
U.8, Postsl Service. Thank you.
Sent - Time ;




Statc of: New qurco

a . - Form C-101
Energy Mmerals and Natural Resourccs

Revised March 17, 1999

stnm Il‘

g;r{"? rand .A venue, Ams"' NM 88210 o oil Conscr.vatlon Dlvxsxo.n Submit to appropriate District Oft.'x‘éé
00 Rio Brazos Road, Aztec, NM 87410 1220 South St. Francis Dr. State Lease - 6 Copies
strict IV Santa Fe, NM 87505 Fee Lease - 3 Copies
20 S. St. Francis Dr., Santa Fe, NM 87505 ?
[J AMENDED REPORT
APPLICATION FOR PERMIT TO DRILL, RE-ENTER, DEEPEN, PLUGBACK, OR ADD A ZONE
! Operator Name and Address : 12281OGRID Number
PRONGHORN MANAGEMENT .CORPORATION e S AP Nowber
P, 0. BOX 1772 . HOBBS, NM 88241 30- 025-03735
3 Property Code 3 Property Name ' ¢ Well No.
14991 . STATE '"T" 2
7 Surface Location
_ ot lot no. Section Township Range. l.ol.ldn Feet from the North/South line Feet from the East/West line County
L 6 16-S | 36-E | 4290 SOUTH 500" WEST LEA
s Proposed Bottom Hole Location If Different From Surface
L ot lot no. Scction Township Range Lot Idn Feet from the North/South line Feet from the. East/West line County

‘ 10 proposed Pool 2
SAN ANDRES = GLORTETR " ! posearee
T Vi’;rk Type Code T2 Well Type Code I3 Cable/Rotary { lusé'rypecwe 5 Gngmd Level Elevation
‘S R 3976 DF
16 Multiple 17 Proposed Depth 18 Formation 19 Contractor - 20 Spud Date
NO PBTD 6500 SAN ANDRES GLORIETA NJA A.S.AP,
"' Proposed Casing and Cement Program
Hole Size Casing Size Casing weight/foot Setting Depth Sacks of Cement Estimated TOC
12 1/4" 8 5/8" 28 - 32 # .4_749' : 1352 625"
7 7/8" 5 1/2" 17 - 204 "10,679" 300 9762"

1 Describe the-proposed pfogmn. . If this application is to DEEPEN or PLUG BACK, give the data on the present pmduct'iQe, zone and.pmposed new productive zone.

Jescribe the blowout prevgnﬁon program, if any. Use additional sheets if necesséry ]

See Attached. .
Administrative Order

Sermit Expires 1 Year From Appro¥aP — 836
Date Unlecszar-;%@Underway
/uj -Back

3 1 hereby certify that the information given above is true and complete to the

lief.

sest of my knowledge and

Approved by:

Signature: ' . : palll E. KAUTZ
Pmtcd ame:” '_G' A. BABER ' ' Title: PETROLEUM ENG‘NEEB
Tile: PARTNER Approval Date: imtion Datc: '
D 8503 Phonc 5 399-9176 @"d'honsoprpvaUb [ BYALISS
, Attached []




State T #2
Convert to S.W.D.

1.

2.

10.

11l

Moﬁé in and rig. up well sar&ice rig. Install B.O.P.'s.

Rig up wireline unit. Make gauge ring rum to 10,200'. POOH.
Set 5 1/2" CIBP @ 10,200'. Cap with 35' cement. Pressure test
casing to 500%#. ’

Perforate 5 1/2" casing @ 9000'. TIH with. cement retainer and tubing.
Set retainer @ 8500' Establish injection rate. Circulate cement

to surface. If unable to circulate pump, 200 sx cement. .Calculated.
top of cement behind 5 1/2". casing 6500'.

Pull up the hole and set cement plug @ 6500' inside 5 1/2" casing.

If unable to circulate cement, perforate 5 1/2" casing @ 5400'. TIH

“with tubing and packer. Set @ 5000' and circulate cement to surface.

WOC

Drill out cement and‘pressdre test casing to 500 #'s.

Run CBL/CET from 5400' to the .surface with pressure on. the annulué

"and submit'to the Hobbs District Office for approval.

Perforate San Andres and Glorieta formation from 6192' - 6244"',

6290"' - 6316'.

TIH with packer and tubing. Set packer @ 5900'. Pressure test casing.
Establish injection rate. Stimulate as necessary. POOH.

TIH with plastic. coafed tubing and packer. Set' packer @ 5900'.
Casing and tubing annulus.shall be loaded with packer fluid and
equipped with a pressure gauge at the surface or left open to detect

leakage.

Iﬁstall prdduction facilities.




