State of New Mexico
ENERGY, MINERALS and NATURAL RESOURCES DEPARTMENT
Santa Fe, New Mexico 87505
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BRUCE KING ANITA LOCKWOQOD
GOVERNOR CABINET SECRETARY

MATTHEW BACA
DEPUTY SECRETARY

November 19, 1991

KELLAHIN, KELLAHIN & AUBREY
Attorneys at Law

P. O. Drawer 2265

Santa Fe, New Mexico 87504

RE: CASE NO. 10392
ORDER NO. R-9613

Dear Sir:

Enclosed herewith are two copies of the above-referenced Division order recently entered in the
subject case.

Sincerely,

] /7
ol

Florene Davidson
OC Staff Specialist

FD/sl
cc: BLM - Farmington
OCD - Aztec
V_ILLAESRA BUILDING - 408 Galisteo 3040 South Pacheco LAND OFFICE BUILDING - 310 Old Sanla Fe Trail
Forestry and Resources Conservation Division Oftice of xré ée_cTct'a;y T o i E)«I éoﬁ:ow--h;}w o 1S100 o
P.O. Box 1948 87504-1948 827-5950 P O.Box 2088 87504 z‘bﬁﬂ
827-5830 8272800 )
Park and Recreation Division Adminstrative Services
P.O. Box 1147  87501-114/7 827 925

8277465

Energy Conservation & Management
827-5000

Mg and Miroiais



KELLAHIN, KELLAHIN AND AUBREY
ATTORNEYS AT LAW

EL PATIO BUILDING

0s) 982-4285
K AHIN 117 NORTH GUADALUPE TELEPHONE (5

Ramen o ?LL TELEFAX {S0OS5) 982-2047
KAREN AUBREY PosT OFFICE Box 2265

JASON KELLAMIN SANTA FE, NEW MEXICO 87504-2265

OF COUNSEL

November 5, 1991

Mr. Michael E. Stogner HAND DELIVERED
0il Conservation Division

310 01d Santa Fe Trail

Room 206

Santa Fe, New Mexico 87501

RE: Meridian 0il Inc.,
Piedra Lumbre No. 1 Well
High Angle (Mancos)
NM OCD No. 10392

Dear Mr. Stogner:

In accordance with your request of October 31,
1991, please find enclosed a copy of Federal 0il and
Gas Lease NM 86448, effective June 1, 1991 which shows
that Meridian 0il Inc. is the 100% owner of record
title for all of Section 22.

Please call me if you have any questions. Because
of pending bad weather, Meridian is most anxious to
spud this well as soon as possible.

WTK/jcl !
Enclosure
cc: Alan Alexander - Meridian 0il

1trall05.330
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, BUREAv OF LAND MANAGEMENT NM NM 86448
OFFER TO LEASE AND LEASE FOR OIL AND GAS :
The undersigned (reverse) offes 1o leaae all ar any of the lands in ltem 2 that are avaiisble for leste pursuant 10 the Mineral Laasing Act of 1920, a3 amanded and suppiementad (30 U.8¢
¢t seq.). the Mincrul Leasing Avt fur Acqaiited Lands of 1947, as amended (30 U.5.C. 331-359). the Anomey General's Opinion of April 2, 1941 (40 Op. Anty. Uen. 41), or the
© READ INSTRUCTIONS BEFORE COMPLETING
LAND/MANAGEMENT CONSULTANTS INC

e ————

I Nime
Sreet PO BOX 1463
City, Sune, Zip Cixde CORRALES NM 87048
2. Thix applicaion/offer/lcane is for: {Check only One} ALIC DOMAIN LANDS 0 ACQUIRED LANDS (percem U.S. interest oo
Surface managing agerky if echer than BLM: Umi/Project
Lagal deseription of land requestad: *Parcel No.: ) *Safe Date tM/d/yY e ! e
*SEE ITEM 2 {N INSTRUCTIONS BELOW PRIOR TO COMPLETING PARCEL NUMBER AND SALE DATE.
T. R. Mendian State Counry
Total scres applied for
Amount remitted; Filing fee § Rental fec § Toua! §

DO NOT WRITE BELOW THIS LINE

3. Land included in lease:

T. A9N R, 02w Meridina NMPM Stue NM Counry SANDOVAL
SECTION: ‘
15 . NW:
22 ALL:;
Total acres in lease: 800.0000 W
Rental retained: $1,200.00 Rancal ratainod §

This iaase is issuad granting the eaclusive right o dritl for, mine, excract, remove and dispose of all the oil and gas fexcepr helism) in the lands described in Item 3 togethar with the right 6 ™
and maintain necessary improvements thréupon for the term indicated below, subject to renewal o exienaion in sccordance with the sppropriste lcasing sucharity. Rights granted are subject
applicabls laws, the terms. conditions, and anached stipuistions of Dhis lease, the Sccrctary of the Imerior's regulations and formal orders in effect as of jease issuance, and to regulations and fon
orders haresfier promulgated when pot mcdnsistent with leese rights granted or specific provisions of this laase.

NOTE: This lease i lacued to the high bidder pursunnt ta his/her duly executed bid or nomination Cormt subnitted under 43 CFR 3120 and ke subject to the providkas of that bid
nomiination and those specified on tis forve.

Type and primary tenn ‘of lease: THE UNITED STATES OF AMERICA

/ MAY:3 0 1008 |

(S )
Compstie lns (e yean) Acting CHIEF, OIL AND EAsING UNIT :
(Tide)
Q Other EFFECTIVE DATE QF LEASE JUN o1 Tt |

{Continued on reverse}

y
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~4: {3} Underngned cerufies that (1) offeror i e :nmpf the United States; an associanon af

MCR CIIZENS; 8 MURKIPAINY, OF 8 corpqmm«onmm

i 5053269781~

of any Stase ot Termiary. therent: (1) all pazties hokling an isteress ia.the offer sre in compliance with 43.CFR 1100.aad the Jassi horities: 1) 0ffetor-s-chargtehia intarasls, direct and indite:
in &-&Wﬂmﬁﬁ nos excand 246,000 '437et 1 Fedarad cil Ind i feases 1 thé same Viala, of wlﬁlﬂ ‘a0l more than 200,000 acres are held 000

wm.muwumm District.in Alaska: (4) offeror is not considered 3 minor-under the lawe.of
9

optioh. or 300,
tho-Smie in which tha-iands-aovered by inia-affer are locaind;

is in compliancs with qualifications coscering Federal coal leac holdings provided in asc. 2(aN2NAT of the Mineral Leasing Act: (6) offapen s in complianes with reclamation requirement

. for all Faders! oit A gas leess holdings as tequired by sec. 17(g) of the Mineral Laaxing Act;

(b]. Ugdersignad sgrees that ignarum 1o this ofter constities of this lease, §
n@u‘&mm‘mmmmmwummm

covers the land dascribed in e withrawal, has been signad on ehalf of the United States.

and () offercr is not 1 vielaion of sec. 410kl AGL.
inciuding al) wrmsr conditions-and simlad
1o leasing &t e time this
offer oanor be withdrawn, cither in whole or in part, unicas the withdrawal is recsived by the proper

at-omiitad for ey retiss from thisdeass. The offercr further agreas that this

D ¢
s 5 Sous .h\; "'q!::f-m‘. !i..“"‘” .- m M .‘ . .uﬂ.?u. 43;

el et - v e - - -
v Le, "d‘\.—u;-r?“ .

mE L s N
This offer will be rujected snd will afford offerse so priority if it is Dot property completed and exscuted In secordance With the ragulatiass, or If i is wot accomspanied by the reqaired
py-n.nu.s.c.s:.lmmnauhthmnﬂwwMmm-wuymmumﬂhgwm-shh.m«hmhuum

or reprudstations 3¢ to any maiter withis ks Jorisdiciion.
Dy snscutod s e &y of ey -

a3 3 l}!’

T o

LEASE TERMS

1 - B sy

N o O ]

Sec. 1. WQ—MMMIM puid'loprepnomceofluﬁ in advance of each lease year.
Annual rooeal Taes paz acre. or {racion thersof MIz: | oo - A

(8) Noncompetitive seaas, 51.50 for the first § yean; thereaficr $2.00;
(o) Competitive jeass, $4.90; for primary term: thereafier £2.00:
(e) Oxher, see ahachment, or

as specified in regulations st the time this laase i amcd,

If Uus ieass OF & portion thareof is commized 1o an appeoved cooperaiive ot unit plan which
inciudes ¢ well capable of producing legsed resourcas, and the plan conmains a provision for
allocehon of praducnon, royaites shall e paid on the production allocated 1o dus lesss. However.
annual temaals shall continue o be due st the rams specified 1n (8}, (B). of (¢) for those Jands
not withih 3 parucipating arca,

Failure to pay sanua) rental, if duc. o of before the anniversary daie of this lease (of next
official workiag day i office is closcd) sl usomatically wrminate this lease by operauon of
law. Reuials may be waivad, mducod, of suspended by the Secrstary upon a sulficient showing
by icsses. Ve
See. 2. Royaites—Roysities shall be paid t propes office of lessor. Royalties shall be computed
W aceordanca with reguiapons on production removed of wold. Royalry rates are:

ta) Notcompautve fesse, 124 %:

) Compecitive jease, 12V %,

(¢) Onhar, sec attachment; or :
a3 specifiad in reguiations af the time thil isase i isued.

Lessor reserves the right 1o apecify whether toyalty 1s 1o be paid in value or in kund, and the
q!mwmbu:hmmbhmnhm values on

shall be deliversd, unlaes atiarwise syrewd 1 by lessor, in merchaniahla condition on the previises
where produced without cost (o lessor, Lessoe shal) not be required to hold such production
in storge beypod, the Lyt day of the month following the month in which production occurred.
nor shai] iessee be hald tiable Tor loss or destruction of soyalty oil or othar products in storage
from causes beyond the reasonable conrl of lesae.

Minsmum royalty is lieu of rental of not les than the rental which otherwise would be requirad
for that lsase your shall be prysble at the end of cach loaw year begifining on of aher & discovery
i paying quantities, This minimum royalty may be waived. suspended. or teduced. and the
above royalty rates may be reducad, for all or portions of this jease If the Sacretary datetminds
thnt such action it MCesIsY © sncourage the grendest ullimate recovery of the leasnt resourcas,
or w otherwisé justified.

An imprest charge shall be sssessad on las royalty payments or yments in accordance
with the Foderal O1) and Gas Royalry Mansgemens Act of 1982 (FOGRMA) (30 U.S.C. 1701).
Lassoe shall be lishle far toyalty payments on 0il snd gaa los: or wanad from s lesse site when
such loss of waste is dus to negligence on the pan of the operator, or dus 1 the failure (¢ comply
with shy rule, regulation, order. of ¢itanon iasuad under FOGRMA or the ibeting authority.

Sec. 3. Bonds—A bond shall be filed and maintained for iense operations ss required under
regulabions. .

Sex. 4_Diligauce, mauvw,mmm-mm exorcise reasnnable
dliigence in deveioping and producing, and shall prevent unmecedsary

wiste of laxaed resourots, 1.2nabr rescrves right 10 specify rates of development and praduction
in the public. inlerest AN to Fequine lessce 10 KIDACTIDS 0 & Sooperative oF URil plan, within 30
aays of notice, if Geemed necaaary for proper Sevelopment ind operation of area, finld, or pool
ambracing Gese loasod tands. Lassce shall dril) snd produce wells secesaary 1o protect lessed
lands from dreinage or pey compenssiory royaity for drainage is smount determined by lessor,

Sac.. 3. Dosusnenss,-avidencs, and ispection—Lasias-shall
nat laser than 30 daye after effective dae thareof,'smy contysct ar evidence of (thet arrangement
for sale of dinpoeal of proviuction. Al such trrss and @ sch form as lassor may presctibe. lessee
shall Aurnish detailed statements shewing amounts and quality of all products temoved ang sold,
Mdﬂmﬁm.nﬂmuﬂfmmmﬂﬁnwyw.mm
b raquired 1o provide plas and schemtic ‘diagrams showing developmant’ work and
improvements. $d repOTE Wwith respect 10 PARICS 18 inseratt, expendiares, and deprecistion
costs. In the form peascribed by lessor, [esate shall kasp a daily drilling record, 8 log, information
on weil surveys and tests, and & recond of subsurface investigahons and furnish copies w leisor
when raquired. ‘Lessce shall keop-opam ot &l reasonable tmes-for inypection by any sutharizad
; , fmprovamane, snachmary, Asd fixtures tiensn.
And alf books, ACEOURLS, TARE. and feconds relative to ot invertigations
A0 of 14 U SedcindTaiids Lt alnitain bopiel & IR ACOUMLA

" mrveys,

be muntniasd in lessoe &

PR -

I products afar giving lessee notice and an
Wiyhﬁhﬁﬂ.‘%"piidiuvm.mydﬁdlhlfﬁmwplylblemwmldty
of the month following the month in which praduction occurrad. When paid in kind, production o

to, lo of, or °

fla with proper offics-of -essor -— - ...

b Ses 14
T g

(Signarure of Lessee or Aramay-in-fact)

—————
. . BN MED

[PTITY - n
B . TR TR TR . T .
coats claimed a5 Manufacturing. preparation, and/or transportation costs. All such records ghall
tequited records for 6 years after they are ganeratad or, if an‘sudit or investigaiion is underway,
until released of the obligation 1o mainwmin such records by leasof, ,. ... . .
During exittence of thuy lbase, informatioa obtained under this section ahall b ¢lowd 10
inspection by the public in sceordance with the Preeddm of In FAct (3 U.S.C. 58D,

Sec, 6. Contuct of opersnons—Lassac shall conduct oyxtations if A manner that minimjzas adverse
impacts 10 the land, ais. and watsr, to culturel, biclogical, visual, and other resourcas, and o
other land uses or user. Lessoe shall take roasonable messures daemad beoessdry by lessof (o
secomplish the intent of this saction. To the extent consistens with laase rights grantad, wch
meatures may include, but are not limited 0, modification to siting or dasign of fatilides, timing
of operations, and specificarion of murim and final reclamation measuras. Lesior roservas the
TIgAL 10 continue axiRing usas and to suthorize futare uses upon or in tha laased lands. including
e approval of sassmams o npha-of-way. Such uses dhiall be zonditioned 50 & o prevem
WRNECEISNTY Br unreasonabls intsrference with rights of lesiee.

Priot 1o dismirbing tha surface of the lansed lands. lessee shall contact ictsof (o be appriscd
of procadures 1o be followsd and modifications of reciamation maasures that My b naceasary,
Aleas 10 be dissurbad may require inventories of special studies o determing the exnint of impacts
10 othet tepourchs. Lausss may be requirsd.io cooplete MInor invantorias of hoft 1eTm secial
sodies under guidelines providad by- Wesor, If in the conduct of cpeesatioas. threatanad ot

wpecies, objects of historc or sciedtific imereasr, or substantial upanticipated
environmentl effects are obsarved, lessee shall immadiately contact lossor. Lesses hail cease
wny operations that woukd result in the destruction of such species or objcts.

Sec. 7. Mining opsrations—To the extent that impacts from mining opsredons would be

substancially different or greatcr than, (hose asscgiated with normal grilling operations, leasss
rasarvas the right to deny approval of such oparations.

- - Sox, B Baowetan of heliume=~Lestot reserves the option of extracting of hving exmactad helium

from gas production in a manner specified and by means providad by lessor &1 no expense of
lufslwlunluomrc(dlgn.Lmﬁdlhcludehmymofuhd.nhpmim
of this section. s ' '

S¢c. 5. Damsges 1o propery—Lassee shall pay fessor for damage (0 leasof's impravements.
ahd shial! save and hold leasor harmieas from all ¢laims for damage or harm W persons oe property
44 & result of lease operations.

$ec. 10. Prowaccion of diverse intereats and oqual opporuniry— Laasec shall: pay when duc ali
s tegally ansenssd and levied undet laws of the Sam or the Unitasd Ststes: socord all employees
complew freadom of purchase; pay &l wages &t least rwice sach moath in lwhil money of the
Unitad Staina; maintain 5 safc woriting environment in sccordance with stasdard industry practicss,
and take memsures noceTry 10 Protect G health and wafery of the public. ’

Liessor reserves the fight o enaure that procoction is sold st ressonable prices and (o prevent
monopoly. If 1easee dperaias a pipaline. of owns controlling inarsat in s pipeline or u cocpeny
aperating 2 ppating, which may be operated accesalbla to oil derived from these lasaed lands,
lessee shall comply with section 28 of the Minarl Lasaing Act of 1920,

Lessee shail comply with Exacutive Order No. 11246 of Sepiember 24, 1968, as amended,
and regulstions and relevans ordats of G Secretary of Labor (ssued pursuant thereto. Neithet
lessoe nor lessée’s subcontractors shall maintain segregated facllides.

Sec. 11. Transfer of laaae interests end relinquithment of (ase—As raquired by regulations.

" tessce shall flle with {sesor any masigmment of other transfer of an intareat in this lease, Lewses

ing in the proper office # wtiten
relinquishument, which shal) be cffective as of the dase of Riing, subjuct 1o tha contimoed obligabon
of the lessee and aurety 1o pay ull accrued remals and royaltiea.

Sac. 12. Dalivary of premisci—Az such Tumeras A} or portions of this lasse arc returmed 10 fosiof
lasses shall place affected walla in condition for suspension or sbandonment, raclaim the land
gulpecifﬂby lessor and, within 8. rossomble period of tiume, remave equipmant and
inproveméiits

mmwwthhluuoruyhﬂmmﬂ

he M And, within 3. ressombie period of ume. "

501 deamad néccasiry by TeOr Tor praservidon of producible wells.
Sec. 13. Proceadings in cuse of defsult—1f laasee Mails 10 comply with any provisions of tis
lasse, and the noncomplianee contimues for 30 dsys after written notice thefest. this (eae shall
be subject (o canceliation unleas or until the leaschold contsins s well capable of production
of oil or gas :n paying quanzibea, or the leale is commined 1o ah spproved Uve of unit
pisn or communitization agraement which contains & wall sapable of production of umiizad
substances 1§ paying quantitics. TRiz provinion thail nor be contrued to prevent the sxercist
by lessar of any other {egal and equinble ramady, inciuding waiver of the default. Any such
remady or waiver, shall oot prevent lawr cancellstion for the same default occurnag at any othet
tumeLzsact 4halj Be Byt 0 apptieabls provisions and pesalties of FOORMA (30U.5.C. 1701
Scc, 14. Helts and succrssons-in-imereti=-Each obligation of thiy laase shail envand tw and be

fecords, and documentstion Mckom: Whingi invousil & potx mm or asigness of the respactive parties Mrwo.
COBURE T O] VA MY SO ' .

YRR paky PELPELANE S O LHE LUIENION %

e ‘ -’i-’ LR ") V{}' E PR 1¥] (O
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Furm 3000-3
(June 1988)

UNITED STATES
DEPARTMENT OF THE INTERIOR

5053268781~

BUREAU OF LAND MANAGEMENT

ASSIGNMENT OF RECORD TITLE INTEREST IN A
LEASE FOR OIL AND GAS OR GEOTHERMAL RESQOURCES

Mineral Laasing Act of 1920 (30 U.5.C. 181 &t seq.)
Act for Acquired Lands of 1947 (30 U.8.C. 35]-359)
Geothermal Steam Act of 1970 (30 U.8.C. 1001-1025)

Department of the Interior Appropriations Act, Fiscal Year 1981 (42 U.5.C. 6508)

50598889364 4

FORM APPROVED
OMB NQ, 1004-0034
Expires: August 31, 1989

s M- 2

Lease Serial Na.

NM 86448

£ L]
o i

[ Lease Effective Date

{Anniversary Date)

JUNE 1,

1891

New Serial No.

——

—————

———

. nge or grlnt giainl_x_ in Ink and slgn In ink.
PART A: ASSIGNMENT

1. Assignee®
Street
Ciry, State, 21P Code

Meridian 0i1 Inc.
P. 0. Box 4289

Farmington, New Mex{co 87499-4289

-*1f more than one assignee, check here [ and list the name(s) and address(cs) of all additional assignees on the reverse of this form or on a

separate atached sheet of paper.

This record title assigament is for: (Check one) K1 Oil and Gas Lease, or [ Geothermal Lease

Interest conveyed: (Check one or both, as appropriate) [} Record Title, [J Overriding Royalty, payment out of production or other similar

interests of payments

2. _This assignment conveys the following interest:

Land Description Percent of Interest Percent of
Additional space on reverse, if necded. Do not subsmit documents or agroements other than Owned Conveysd Rewined g:';m‘:f lﬁi.eyr:ls?s
this form: such documentt or agreements thall only be refercncad hereia.
Rescrved Previously
. reserved
or conveye
3 b ¢ d ¢ f
TOWNSHIP 19 NORTH, RANGE 2 WEST, NMPM 100% 160% NONE { NONE NONE

SECTION 15: NWy :
SECTION 22: ALL

Containing 80Q.00 Acres,
More or Lass

Sandoval County, New Mexico

FOR BLM USE ONLY=DO NOT WRITE BELOW THIS LINE
UNITED STATES OF AMERICA

m“lpmemhlppr'ovdnklyloradmhktnnnpurpm.Appmﬂdummt&d&hpﬂym&kmﬂwﬂh

equitable title 1o this Jease.
{3 Assignment approved for above desctibed lands:

Assignment approved cﬁec;ive

of this form,

3 Assignment approved for attached land description

3 Assignment approved for land description indicated on revers
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Part A (Continued): ADDITIONAL SPACE for Names and addresses of additional assignees in Item No. L, if needed, of for La..
needed.

PART B: CERTIFICATION AND REQUEST FOR APPROVAL

1. The assignor certifies as owner of an interest in the above designated lease that he/she hereby assigns to the above assignes(s) the rights specified above.

2. Assignee cerrifies as follows: (a) Assignes is a citizen of the United States; an associztion of such citizens: a municipality; or 8 corporation organized under thx
of the United States of of any State or tervitory thereof. For the assignment of NPR-A laases, assignee is a citizen, national, or fesident alien of the United Ste
association of such citizens, nationals, resident allens or private, public or municipal corporations, (b) Assignee is not considerad 2 minor under the laws of the
in which the lands covered by this assignment arc Jocated; () Assignes’s chargeable interests, direct and indirect, in sither public domain or acquired lands, do ot ¢
200,000 acres in oil and gas options o¢ 246,080 in oil and gas leases-in the same Sute, of 300,000 scres in lences and 200,000 acres in options in each leating C
in Alaska, if this is an oil and gas lease lssued in accordance with the Mineral Leasing Act of 1920 or 51,200 acres in any one Sue if this is 3 geothermal Jeass; (
parties holding an interest in the assignment are otherwise in compliance with the regulations (43 CFR Group 3100 or 3200) and the autharizing Acts; {¢) Assig
in compliance with reclamation requirements for all Federal oil and gas lease holdings as required by sec. 17(5) of the Mineral Leasing Act: and (1) Assignee is
violation of sec. 41 of the Mineral Leasing Act.

3. Assignee's signarure to this assignment constitutes acceptance of all applicable terms, conditions, stipulations and restrictions periining to the lease described b

For geothermal assignments, an overriding royaity may not be less than one-fourth (%) of one percent of the value of output. nor greater than 50 percent of the rate of 1€
due 10 the United States when this sssignment 1s added 10 all previously created overriding roysities (43 CFR 3241).

{ centify that the statements made herzin by me ate true, complete, and correct ta the best of my knowledge and bellef and are made in good faith,

Executed this - 10TH day of . JUNE L1991 Execured this _____28tH day of ___June 199!
Natne of Asigror s shawn on el leas SULTANTS, INC.

Assignor [ T ,M--W‘ Assignee MERIDIAN OIL INC.

% (Signature) - )
“mu“ ‘“'B{: L. MICHE\‘ED\QAMPBELL, PRESIDENT Am:q_iﬂm \__,,/é S '%‘ )___‘____,,___,,_L_
(Slinu\m) Kent Beers (Sigharm) EN
P.0. BOX 1463 Attorney-in-Fact
{Assignor’s Address)
CORRALES, NM 87048
(Ciry) (Stats) (Zip Code)

+

e— e —— T e
Title 18 U.8.C. Sec. 1001 makes it a crime for any person knowingly and willfully 1o maka o any Department or agency of the United States any false, fictitious or frau
staleMents or represantations as to any matter within its jurisdiction.
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STATE OF NEW MEXICO ) .
COUNTY OF BERNALILLO )
The foregoing instrument was acknowledged before me this

10th day of ___JUNE , 1991 by L. Michael

Ccampbell, President of Land/Management Consultants, Inc., a

New Mexico Corporaticiz, on pehalf of said corporation.

-~ Lo
L D %
Q‘f‘"gf}"( pze Ly,

b Notary Public 7

My Commission expires __ 11-27-93

OFFICIAL SEAL
DON R. KERBY
wrrid
TTTONCTARY PUBLS - WBW MIXICO

NOTAf: bGND FILED WiTH SECREYARY OF STATE &
My Commusston Expires =2 ZoLI83

L AR

Lons,
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UNITED gm‘rns N 86448 | ?

DEPARTMENT OF THE INTERIOR FORM APPROVED
BUREAU OF LAND MANAGEMENT OMB NO. 1004-0074 .
COMPETITIVE OIL AND GAS OR Expires: Fab. 26, 1991
GEOTHERMAL RESOURCES LEASE BID
30 U.S.C. 181 et seq,; 30 U.S.C. 351-359; State Date of sale
30 U.S.C. 1001-102§5; 42 1U.S.C. 6508 / \/ - / 7" 7 /
o PARCEL NUMBER AMOUNT OF BID (See Instructions on reverse)
Include name of known geothermal PAYMENT SUBMITTED
(ine ulfzid is f:{ gznolh:rgwl n.sourcc':: s::;:)e e TOTAL BID WITH BID

91640306 w{57, (15 00 | 2, 875.00

The appropriate regulations applicable to this bid are: (1) for oil and gas leases—43 CFR 3120;(2) for National Petroleum Reserve-Alaska (NPR-2)
leases—43 CFR 3132; and (3) for Geothermal resources leases—43 CFR 3220. (See details concerning lease qualifications on reverse.)

1 CERTIFY THAT I have read and am in compliance with, and nat in violation of, the lessee qualification requirements under the applicable regulations
for this bid.

1 CERTIFY THAT this bid i not in violation of 18 U.S.C. 1860 which prohibits unlawful combination or intimation of bidders. 1 furthier certify that this
bid was arrived at independently and is tendered without collusion with any other bidder for the purpose of restricting competition.

IMPORTANT NOTICE: Execution of this form, where the offer is the high bid, constitutes a binding lease offer, including all applicable terms and

conditions. Failure to comply with the applicable laws and regulations under which this bid is made shalt sesult in rejection of the bid and forfeiture of
all monies submitted.

LAND /Al A Sz aesa ST CONIUTANTE /ML, | ?:) o BoxX / 4[63

(Print or name of Bidder) (Letses) (Address of Bidder) (Lassee)

CoRRALES N M _ &71042

(Clty, State, and zip code}

{Signaturs of Bidder) {

oo
e

e
A

Title 18 U.S.C. Section 1001, makes it & crime for any person knowingly and wilifully 1o make 10 any depariment o agency of the United States any false, ficvitious o
iraudulenl statsments or {ggrueumions as to Any matter within its jurizdiction,

ot

e — —

Form I000-7 (June 1887
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QUALIFICATIONS

For leases that may be issued ax a result of this sale under the Mlineral
Leasing Act (The Act) of 1920, 28 amended, the oral bidder must: (I
Be a citizen of the United States; an association (including partner-
ships and trusss) of such citizens; a8 municipality; or & corporation
organized under the laws of the United States or of any State or
Territory thereof, (2) Be in compliance with acreage limitation
requirements wherein the bidder’s interests, direct and indirect, in il
and gas leases in the Siate identified do not exceed 246.080 ucres each
in public domain or acguired lands including acreage covered by this
bid. of which not more than 200,000 acres arc under aptions, If this
bid is submitied for Jands in Alaska. the bidder’s holdings in each of
the Alaska leasing districts do not exceed 300.000 acres, of which no
maore than 200,000 acres are under options in each district; (3) Bein

complianice with Federal coal lease holdings as providad in sec..

2a)2XA) of the Act; (4) Be in compliance with reclamation
reauirements for all Faderal oil and gas holdings as required by sec.
17 of the Act; (5) Not be in violation of sec. 41 of the Au, and {6}
Certify that all parties in interest in this bid arein compliance with 43
CFR Groups 3000 and 3100 and the leasing authorities cited herein.

For leases that may be issued as a result of this sale under the
Geothermal Steam Act of 1970, as smended. the bidder must; (1) Be
a citizen of the United States; an associution of such citizens: @
municipality; or a corporation organized under the laws of the
United States or of any Stae or Territory thereol: and {2) Be in
compliance with acreage limitation requirements wherein the bidder’s
interests, direct and indirect, do not ¢xceed 51,200 acres: and (3)
Certify that al] parties in interest in this bid are in compliznes with 43
CFR Group 3200 and the leasing authority cited herein.

For leases that may be issued as a result of this sale under the
Department of the Interior Appropriations Act of 1981, the bidder
must: {1) Be a citizen or national of the United States; an alien
lawfully admitted for permanent residence; a private, public or
municipal corporation organized under the laws of the United States
or of any State or Territory thereof: an association of such citizens,
nationals. resident aiiens or private, public or municipal corpo-
rations, and {2) CErury that ul) paitics in interest in thie hid are ir
compliance with 43 CFR Part 3130 and the leasing authorities eitec
herein.

INSTRUCTIONS

INSTRUCTIONS FOR OlL AND GAS 8ID
{Except NPR-Aj

|, Separate bid for each parcel is required, Identify parcel by the parcel {

number assigned in the Notice of Competitive Lease Sale,

2. Bid must be accompanied by the national minimum acceptable bid, 2

the first year’s rental and the administrative fee. The remittance must
be in the form specified in 43 CFR 3103.1-1. The remainder of the
bonus bid, if any, must be submitted to the proper BLM office within

10 working days after the last day of the oral suction.

3. If bidder is not the sole party in interest in the [ease for which the bid
is submitted, il other parties in interest may be required to furnish
evidence of their qualifications upon written request by the authorized

officer.

4, This bid may be executed (signed) before the oral auction, 14 signed
before the oral auction, this form cannot be modified without being

cxecuted again,

5. ln view of the above requirement (4), bidder may wish to leave | S.

AMOUNT OF BID section blank zo that final bid amount may be
sither completed by the bidder or the Bureau of Land Management

at the oral auction.

The Privacy Act of 1974 aad the regulation in 43 CFR 2.48(d)
provide that you be furnished the following information in connecticn
with information required by this bid for & Competitive Oil and Gas
or Geothermal Resoutces Lease,

AUTHORITY: 30 1.5.C. 181 et seq.; 30 U.S.C. 351-359; 30 U.S.C.
1001-1025; 42 U.S.C 6508

PRINCIPLE PURPOSE: The information is to be used to process
your bid.

The Paperwork Reduction Act of 1580 (44 U.S.C. 350! et seq.)
requires us to infe.cm you that:

This information is being collected in accordance with 43 CFR 3130,
CtUEM A EIA L AT CER 1770 :

NOTICE

INSTRUCTIONS FOR GEOTHERMAL OR
NPR-A OiL AND GAS BID

Separate did for each parcel is required. Identify parcel by U
number assigned to a tract.

Bid must be accompanied by one-fifth of the tota! amount of bid. Ti
remitianét must be in the form specified in 43 CFR 32204 for
Geothermal Resources bid and 3132.2 {or a NPR-A lease bid.

. Mark envelope Bid for Geothermal Resources Lease in (Name

KGRAjor Bid for NPR-A Lease, as appropriate. Be sure corr.
parcel nuraber of tract on which bid is submitied and date of t
opening are noted plainly on envelope. No bid may be modified
withdrawn unless such modification or withdrawal is received pr
1o time fixed for opening of bids,

. Mail or deliver bid tn the proper BLM office or place indicated in

Naiice of Conipetitive Lease Sale,

If bidder is not the sole party in interest in the lease for which bi
submitted, all ather parties in interest may be required to fun
evidence of their qualifications upon written request by the author
officer.

ROUTINE USES: (1) The adjudication of the bidder's right t:
resources for which this bid is made. (2) Documentation for p
information. (3) Transfer to appropriate Federal agencies
comment or concurrence is required prior to granting a rig
publiciands of resources. (4)(3) Information from the record ar
the record will be transferred to appropriate Faderal, State. lo
foreign agencies, when relevant to civil, criminal or regul
investigations or prosecutions,

EFFECT OF NOT PROVIDING INFORMATION: Disciosure
information is voluntary. If all the informatian is not providec
bid may be rejected,

veo .

This information will be used to determine the bidder submit*’
highest bid.

LA s
: s aE
- % wii

i

Responseto this e s required 10 vbtain a benefit,
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ATTACHMENT TO EACH ISSUED LEASE

MLA Section 2(a)(2)(A) Compliance

NOTICE TO LESSEE

Provisions of the Mineral Leasing Act (MLA) of 1920, as amended by the Federal
Coal Leasing Amendments Act of 1976, affeet an entity's qualifications to
obtain an oil and gas lease. Section 2{a)(2)(A) of the MLA, 30 U.S.C.
201¢a)(2)(A), requires that any eatity that holds and has held a Federal coal
lease for 10 years beginning on or after August 4, 1976, and who s not
producing coal in commercial quantities from each such lease, cannot quallfy
for the issuance of any other lease granted under the MLA. Compliance by coal
lasseas with Section 2(a)(2)(A) is explained in 43 CFR 3472,

In accordance with the terms of this oil and gas lease with respect to
compliance by the initial lessee with qualifications conceraning Federal coal
lease holdings, all assignees and transferses are hereby notlfled that this
oil and gas leage is subject to cancellation if: (1) the initial lessee as
assignor or as transferor has £algely certified compliance with Section
2(a)(2)(A) or, {(2) because of a denial or disappraval by a State 0ffice of a
pending coal action, i.e., arms—length asgignment, relinquishment, or logical
mining unit, the initial lessece as assiguor or a&s transferor is no longer in
compliance with Section 2(a)(2)(A). The assignee or transferee doe¢s not
qualify as a bona fide purchaser and, thus, has no rights to bona fide
purchaser protection in the event of cancellation of this lease due to
noncompliance with Section 2(a)(2)(A).

Information regarding assignor or transferor compliance with Section
2(a)(2)(A) 1s contained in the lease case file as well as in other Bureau of .
Land Management records available through the State Office 1ssuing this lease.



STATE OF NEW MEXICQO

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT ///
Ol CONSERVATION DIVISION Eﬁﬁi;d rFREE‘:‘_:
BRUCE KING POST OFFICE BOX 2088
GOVERNOR STATE LAND OFFICE BUILDING

SANTA FE, NEW MEXICO 87504
(5051 827-5800

October 31, 1991

Kellahin, Kellahin & Aubrey
P.O. Box 2265
Santa Fe, NM 87504

Attention: W. Thomas Kellahin

RE: Case No. 10392, Application of Meridian Oil, Inc. for a
high angle/horizontal directional drilling pilot project;
Section 22, Township 19 North, Range 2 West, Sandoval
County, New Mexico.

Dear Mr. Kellahin:

During the hearing on October 3, 1991 a question was raised about the ownership of said
Section 22. At this time I am looking for verification that all of Section 22 is one single
lease with common ownership and interest. The lease is question is NM 86448 and a copy

of the land plat for this area is enclosed.

Thank you for your assistance in this matter.

Michael E. Stogner
Chief Hearing Officer/Engineer

MES/ag

Enclosures
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have shown where the various offset interest
owners are in relation to Section 22.

A. We notified each owner in each section

that offsets the Section 22. And the coding that

is used is a square block with a number in it

that represents the party that's in that

section. And we notified all of those parties.
Q. What type of acreage are you dealing

with in Section 22 in terms of 1its mineral

ownership?
A. This is a federal oil and gas lease.
Q. The entire section is the same federal

oil and gas lease?

A. Yes --

Q. If you'll look at Exhibit A on the
application.

A. Yes, sir, it is.

Q. So you're dealing with common working

interest and rovalty ownership with regards to
the entire section?

A. That 1is correct.

Q. Okay. If we look behind the
notification plat, which is the first display
behind Exhibit No. 2, what's the next display,

Mr. Alexander?

RODRIGUEZ-VESTAL REPORTING
(505) 988-1772
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11

A. The striped pattern is also a Meridian
ownership, but it is less than 100-percent
ownership, and it ranges is from 50 to 90 percent
gross working interest. The solid patterns are
100 percent gross working interest.

Q. When I look at Section 22, inside of
that section I see what appear to be boundary
lines following 40 acres, particularly the
northeast guarter being boxed, the north half,
the southeast quarter being boxed, and the
southeast gquarter southeast gquarter being boxed.
Are these of any significance?

A. No, sir, I don't believe they are.
When I hesitated in answering Mr. Kellahin's
gquestion, I was looking at that same exhibit, but
it is my understanding that this is one federal
0il and gas lease at this point in time. It's a
new lease that has been advertised. And I think
some of those prior lease lines were leases that
had expired in that area.

Q. So it's your understanding at this
point that all of Section 22 is one single lease
with common interest and ownership?

A. Yes, sir. And I will double-check

that, and if it's different from that, I will let

RODRIGUEZ-VESTAL REPORTING
(5605) 988-1772
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you know that. However,

we do own 100 percent of

the working interest in the section.

Q.

sub-Exhibit A,

Now, in Exhibit A of Exhibit 1 --

sorry. I should say Exhibit No. 1, the
you show a lease number. It
being federal, NM 86448.

appears to be USA,

12

I'm

Is

that your understanding that that is the lease

number that's inclusive of this whole section?

A.

Q.

outside of this section?

A.

that question,

for you.

Q.

Yes, sir, that's correct.

Does this particular lease extend

Mr. Stogner, I don't know the answer to

If you can perhaps supplement the

extent of that particular lease and, as you

had mentioned before,

if there appears to be

but I would be happy to find it

other federal leases within that track that may

or may not correspond with the third page of

Exhibit 2
A,
Q.

questions

Kellahin,

Yes, sir.

-- we would appreciate that.

EXAMINER STOGNER:
of Mr. Alexander at this time, Mr.

but we may reserve a question at a

I have no other

RODRIGUEZ-VESTAL REPORTING

(505)

988-1772
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W. THOMAS K
KAREN AUBR

JASON KELL#
OF COUNSEL

KELLAHIN, KELLAHIN AND AUBREY
ATTORNEYS AT LAW
EL PaTiO BUILDING
ELLAHIN 117 NOrRTH GUADALUPE TELEPHONE (505) ©982-4285
TELEFAX {505) 982-2047
ey PosT OFFICE BOX 2265

AHIN SANTA FE, NEW MEXICO 87504-2265

October 11, 1991

Mr. Michael E. Stogner HAND DELIVERED
0il Conservation Division

310 01d Santa Fe Trail

Room 206

Santa Fe, New Mexico 87501

RE: NM OCD Case No. 10392
Application of Meridian 0il Inc.
for a High Angle/Horizontal Directional
Drilling Pilot Project etc.

Dear Mr. Stogner:

Please find enclosed for your consideration a
proposed order for entry in this case. I have also
enclosed a WordPerfect diskette with this order on it.

In addition, the order contains Finding (5) which
was written by Mr. David Schroderbek, the Meridian
geologist to describe the Niobrara formation.

Finally, I have also enclosed a regional structure
map for your reference.

Please call me if you can be of further
assistance.

WTK/jcl
Enclosures
cc: Alan Alexander - Meridian

ltrtl01l1a.330



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

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING:

ASE NO. 10392
ORDER NO. R~

APPLICATION OF MERIDIAN OIL INC. FOR

A HIGH ANGLE/HORIZONTAL DIRECTIONAL DRILLING
PILOT PROJECT, SPECIAL OPERATING RULES
THEREFOR, A NON-STANDARD OIL SPACING AND
PRORATION UNIT, AN UNORTHODOX WELL LOCATION
AND A SPECIAL PROJECT ALLOWABLE, SANDOVAL
COUNTY, NEW MEXICO

ORDER OF THE DIVISION

BY THE DIVISION

This cause came on for hearing at 8:15 a.m. on
October 3, 1991, at Santa Fe, New Mexico, before
Examiner Michael E. Stogner.

NOW, on this _ = day of October, 1991 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 public notice having been given as
required by law, the Division has jurisdiction of this

cause and the subject matter thereof.



Case No. 10392
Order No. R-
Page No. 2

(2) The applicant, Meridian 0%f{1 Inc., seeks
authority to initiate a high angle/horizontal
directional drilling pilot project in the Mancos
formation as an exception to statewide o0il proration
and spacing fules by forming a 640-acre non-standard
proration unit consisting of all of Section 22, TI19N,
R2W to be dedicated to its Piedra Lumbre Well No. 1
which will be commenced at a standard oil well location
2005 feet from the South line and 1775 feet from the
East line (Unit J) of said Section 22, thence drilled
vertically to approximately 2,000 feet, kicked off in a
northwesterly direction, building angle up to
approximately 80 degrees and drilling at such
inclination for approximately 3,860 feet.

(3) The applicant further requests that special
operating provisions and rules be established for said
project area including a special project oil allowable
of 640 barrels of o0il per day and the designation of a
prescribed drilling window limiting the horizontal
displacement of the wellbore such that its producing
interval can be no closer than 660 feet to the outer

boundary of said proration unit.



Case No. 10392
Order No. R-
Page No. 3

(4) The proposed high angle/horizontal pilot
project is neither within the boundaries of nor within
one mile of any existing Mancos pool and is therefore
subject to state-wide rules and regulations.

(5) The Niobrara intervals of the Mancos
formation are the potential productive zones in this
spacing/proration unit. The Niobrara is characterized
by tight, low matrix permeability sandstones,
siltstones and silt shales that are naturally
fractured. Past experience in Mancos pools has shown
that conventionally drilled (vertical) wells may not
economically develop and produce all of the reserves in
a spacing unit. By drilling a high angle/horizontal
wellbore, the applicant is attempting to increase the
probability of encountering and producing hydrocarbon
reserves which may not ultimately be produced by a
vertical well in the spacing unit, thereby preventing
waste.

(6) The area which the Applicant seeks to develop
with this special pilot project is towards the eastern
edge of the Niobrara outcrop and is approximately 6

miles south of the Rio Puerco-Mancos 0il Pool a portion



Case No. 10392

Order No. R-

Page No. 4

of which is being developed with high-angle wells
pursuant to Division Order R-9330, as amended.

(7) The Niobrara member of the Mancos ("Gallup")
formation is informally subdivided into an "A","B" and
"C" stratigraphic zones all of which are correlative to
the producing intervals in the Verde-Gallup Pool,
Boulder-Mancos Pool, East and West Puerto Chiquito-
Mancos Pools, Gavilan-Mancos Pool and Rio Puerco-Mancos
Pool.

(8) The Niobrara "A", "B", and "C" zones of the
Mancos consist of thinly interbedded fine-grained
sandstones, siltstones and silty shales deposited in
deep-water environments of the Cretaceous Interior
Seaway.

(9) Applicant's Piedra Lumbre No 1 well will be
drilled in an area which geologically correlates to the
Niobrara formation being developed in the pools
identified in Finding (7) above.

(10) The Niobrara in this area is interpreted to
be naturally fractured because of its position relative
to the eastern structural margin of the San Juan Basin.

The proposed location is near the basin-marginal



Case No. 10392

Order No. R-

Page No. 5

synclinal flexure, where relatively steep basin-flank
dip changes to relative gentle basin-floor dip. In the
Piedra Lumbre area this dip change is from
approximately 5 degrees to approximately 2 degrees.
Structural strike also changes in this area and the
combined affects of changing dip direction and dip
cause natural fracturing in the Niobrara formation.

(11) Drilling the subject well at a high angle in
a Northwesterly direction, perpendicular to the main
fracture system and strike of the structure is expected
to result in the penetration of numerous fractures
providing for good drainage.

(12) Applicant testified that this area cannot be
economically developed with conventional vertical
wellbore technology nor without an allowable incentive
to offset the risk involved in drilling a high
angle/horizontal well.

(13) At no point in its traverse of the Mancos
formation does the proposed highly-deviated wellbore
encroach upon the 660 foot set back to the outer

boundary of the spacing and proration unit.



Case No. 10392
Order No. R-
Page No. 6

(14) No offset operator appeared and objected to
the proposed pilot project.

(15) A conventional vertical o0il well in this pool
to which 40 acres were assigned would be entitled to a
top 0il allowable of 80 BOPD and the high
angle/horizontal well will penetrate seven 40-acre
units.

(16) The applicant should be afforded the
opportunity to produce the well at the requested
allowable assigned to the subject spacing and proration
unit in order to encourage the development of an area
of potential Mancos production that might not be
developed as efficiently if conventional vertical wells
were drilled.

(17) The aforementioned prescribed area limiting
the horizontal displacement of the wellbore so that it
is no closer than 660 feet to any outer boundary of the
spacing unit would allow for flexibility, serve to
minimize risk and maximize the success of such a

completion.



Case No. 10392
Order No. R-
Page No. 7

(18) In the interest of conservation, the
application of Meridian 0Oil Inc. for this high
angle/horizontal well project should be approved.

(19) The applicant should be required to determine
the actual location of the kick-off point prior to
commencement of directional drilling operations. Also,
the applicant should notify the supervisor of the Aztec
District Office of the Division of the proposed azimuth
and inclination of the deviated hole and of the date
and time of the commencement of directional drilling in
order that the same may be witnessed.

(20) The applicant should be required to conduct a
directional survey on the lateral portion of the
wellbore during or after completion of the drilling
operations on the well and submit a copy of said survey
to both the Santa Fe and Aztec Offices of the Division.

IT IS THEREFORE ORDERED THAT:

(1) The application of Meridian 0il Inc. for a
high angle/horizontal directional drilling pilot
project in all of Section 22 Township 19 North, Range 2
West, NMPM, Sandoval County, New Mexico is hereby

approved.



Case No. 10392
Order No. R-
Page No. 8

(2) The applicant is further authorized to drill
its Piedra Lumbre No. 1 Well at an standard oil surface
well location 2005 feet FSL and 1775 feet FEL of said
Section 22 in the unconventional manner as described in
Finding Paragraph No. 2 of this order.

(3) The lateral extent of the high
angle/horizontal wellbore shall be such that the
producing interval be limited to an area which extends
no closer than 660 feet to the outer boundary of the
spacing and proration unit.

(4) All of said Section 22 forming a 640-acre oil
spacing and proration unit with a 640 barrel a day
allowable and a 2,000 to 1 GOR is hereby approved.

(5) The geographic location of the kick-off point
for the proposed high angle/horizontal well shall be
determined prior to directional drilling. Also, the
operator shall notify the supervisor of the Aztec
District of the Division of the proposed direction
(azimuth, and inclination) of the deviated hole and of
the date and time of the directional drilling in order

that the same may be witnessed.



Case No. 10392
Order No. R-
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(6) The applicant shall conduct a directional
drilling survey on the well during or after completion
of high angle/horizontal drilling operations.

(7) Upon completion of the high angle/horizontal
drilling operations on the well, the applicant shall
file a copy of said directional drilling survey along
with a final report specifying the depth and location
of the terminus of said high angle/horizontal wellbore
to both the Santa Fe and Aztec Offices of the Division.

(8) Jurisdiction of this cause is retained for
the entry of such further orders as the Division may

deem necessary.

DONE at Santa Fe, New Mexico, on the day and year
hereinabove designated.

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

WILLIAM J. LEMAY
Director

SEAL

ordt1007.330



