PEGASUS PLACE

125 WEST FOURTH STREET Ph. TELEPHONE: 505-625-0298

POST OFFICE BOX 298 1¢ g ‘ Y‘ewer FACSIMILE: 505-625-0299
’ - . . E-MAIL: pbrewer@pegasusplace.com

ATTORNEY ¢ COUNSELOR
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Oil Conservation Division \ D == |

1220 South St. Francis Drive = =
Santa Fe, NM 87505 w T
8 =

RE: In the Matter of the Application of Occidental Permian Ltd.
Case No. 13945

Dear Sir or Madam:

Enclosed is an original and one copy of a Motion to Continue
Hearing in the above-referenced matter. Please return an endorsed

copy to us in the envelope provided.

/
Very truly yours, / A { M

Carol Parker e

Secretary to Phil Brewer
and Adriann Ragsdale

Thank you.

/cp

Encl.

LICENSED IN TEXAS AND NEW MEXICO
NEW MEXICO BOARD OF LEGAL SPECIALIZATION RECOGNIZED SPECIALIST IN NATURAL RESOURCES - OlL AND GAS LAW



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

IN THE MATTER OF THE APPLICATION < T
OF OCCIDENTAL PERMIAN LTD. = m
FOR CANCELLATION OF A DRILLING &
PERMIT, FOR A DETERMINATION OF o T
THE RIGHT TO DRILL, AND APPROVAL 5 <
| © m |
| CASE NO. §39460 |

OF A DRILLING PERMIT,
LEA COUNTY, NEW MEXICO.
MOTION TO CONTINUE HEARING

Cimarron Exploration Company, through the undersigned

counsel, hereby moves the Division to vacate and continue the hearing
set in the above-captioned cause for June 21, 2007 at 8:15 a.m. As

grounds for this motion, Cimarron states:

1. Cimarron is the successor in interest to Santa Fe
Exploration Company as to all of Santa Fe’s oil and gas properties in

Lea County, New Mexico and elsewhere as shown by the motion and
order entered in United States Bankruptcy Court El Paso, Texas District
Jointly Administered Cause Nos. 96-31711-LMC-11 and 96-31712-

LMC-11, copies of which are collectively attached hereto as Exhibit A

As the successor in interest to Santa Fe, Cimarron is the

2.
owner of a 37.5% gross working interest in State of New Mexico Oil

and Gas Lease LG-1125 dated April 1, 1973, originaily in favor of

|

i



Amoco Pfoduction Company, covering the SW/4NW/4 Section 17,
Township 18 South, Range 34 East, N.M.P.M., Lea County, New Mexico
for depths between the base of the Queen formation to 100 feet below
the total depth drilled in the well provided for in Article III of the
Assignment of Operating Righfs between Amoco and Santa Fe, et al.
referenced in the Application of Occidental Permian Ltd. in this case.

3. Cimarron has not received formal notice of these
proceedings and only accidentally became aware of the same through
contact with Clarence W. Stumhoffer late last week.

4.  Cimarron has not had the opportunity to engage qualified
and competent Division counsel to represent its interest in this matter
and continuance of the hearing referenced above should be allowed so
as to give Cimarron this opportunity.

5. Notwithstanding Applicant’s claim of cémplete leasehold
ownership in and under the lands in question, Cimarron claims the
working interest set forth above and will, in the very near future,
commence appropriate quiet title proceedings against Applicant,
among others, in Lea County, New Mexico in order to establish its
rights as against the adverse claims of Applicant.

WHEREFORE, Cimarron respectfully prays that this motion be

granted.



Respectfully submitted,

Yo

PHIL RREWER

ADRIANN RAGSDALE

P.O. Box 298

Roswell, New Mexico 88202-0298

(505) 625-0298

Attorneys for Cimarron Exploration
Company

I hereby certify that a true and
correct copy of the foregoing was
mailed to J. Scott Hall, P.O. Box1986,
Santa Fe, New Mexico 87504-1986

on this 14;“z@ﬂune, 2007.
y \

Phil ?fe\\/eq/f o
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In re

SANTA FE EXPLORATION COMPANY,
a New Mexico corporati?n,

and

SANTA FE EXPLORATION COMPANY,
a Texas corporation, ’

IN THE UNITED STATES BANKRUPTCY COURT
FOR THE WESTERN DISTRICT OF TEXAS -
EL PASO DIVISION .

Toes o o

No. 96-31711-LMC-11

No. 96-31712-LMC-11"

(Jointly administered)
Debtors.

01 W W Wy ) W ) WY ) N

ORDER APPROVING TRUSTEE’S MOTION
TO_SELL REAL AND PERSONAL PROPERTY
OF THE ESTATE TO CIMARRON EXPLORATION COMPANY

On July 29, 1997 in El Paso there came on for hearing the
Motion of the Chapter 11 Trustee ROBERT B. WILSON to Sell Real and
Personal Property of the Estate to CIMARRON EXPLORATION COMPANY
("CIMARRON"), pursuant to 11 U.S. C. § 363. And the Court, having

heard the evidence, the arguments of the parties, and the points of

law that were raised, finds as follows:

The Trustee has properly noticed his Motion to Sell to
all creditors in this case and to all parties who have

filed Rule 2002 Notices of Apbearance in this case.
!

The Trustee filed a Report on April 29, 1997, outlining
his conclusions that these Chapter 11 proceedings should
be handled as a liquidation of operating oil and gas
properties. The Trustee has disclosed the terms of this
sale and the reasons why the sale is in the best

interests of creditors and these estates.

The sale disposes of most of the property of the estates
in these consolida;ed cases. The estates will have left
unsold, only the following:

a. The E-K Queen Unit, Lea County, New Mexico. The
E-K Queen Unit is the subject of a separate Motion

ix)

to Sell, scheduled to be heard in this Court on\\.

(WY}
wJ

D
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July 30, 1997. If that hearing does not result in
approval of the sale of the E-K Queen Unit to the
other purchaser, or if the Trustee cannot close the
sale of the E-K Queen Unit to that purchaser,
CIMARRON may purchase the same for the amount shown
on the Property/priding attachment to its letter
offer; and CIMARRON may close its E-K Queen Unit
purchase together with those other properties it is
purchasing, or as soon thereafter as reasonably

practicable.

The estates' working interest in the Buckshot Unit,
without operating rights, still belongs to the
estates. It shall be conveyed to CIMARRON by the
Trustee for the sum of $300,000.00 in cash (the
"Buckshot Litigation Proceeds"), at such time as
Adversary proceeding No. 96-3027 concludes in
either a judgment or a settlement recognizing that
the leases of the Plaintiffs in that action have
not expired. If a determination that the leases
have not expired is reached judicially, and the
Plaintiffs in that adversary appeal from that
determination, CIMARRON may, at its option, close
into’ an escrow pending outcome of the appeal;
close as if there were no appeal; or postpone the
closing until the appeal 1is resolved. In any
event, CIMARRON shall not charge the estates any
joint billings for operating expenses after the
operating rights to the Buckshot Unit are
transferred to CIMARRON.

" The Trustee is not here selling the Riggs lease and

any other SANTA FE EXPLORATION COMPANY property in
Frio County, Texas; the Conoco lease in Lea
County, New Mexico; the McFarland 4567 Queen Unit
in Andrews County, Texas; or the Santa Fe



Exploration Unit No. 2 lease in Lea County, New

Mexico.

d. Regarding vehicles of the estates, CIMARRON is
purchasing the vehicles that are titled’ in the
name of either Debtor; any such vehicles in the
possession of WILLIAM A. McALPINE shall be
delivered to CIMARRON by McALPINE. '

e. The estates are .also retaining, subject to any
Court-approved reimbursement to CIMARRON for
surcharge advances cash on hand, accounts .in
banking or other depository institutions, accounts
receivable, and any property which is not mentioned
in CIMARRON’s letter offer of June 17, 1997 and
July 28, 1997, the Motion, or this Order and its

attachments.

4. All other property of the estates is being sold to
CIMARRON free and clear of liens and interests. The
property being sold is all rights, titles, and interests
of the Debtor(s) in that property described in CIMARRON's
letter offer of June 17, 1997, attached to the Trustee's
Motion to Sell; together with all tools, implements,
equipment in place thereon, and improvements situated
thereon; all technical and geological records necessary
and/or beneficial to the operation of the properties;
all petroleum and hydrocarbons and products of the same
(raw, in process, or refined) in storage upon the
properties; all deposits and post-petition contracts
which the Trustee has put in place for utilities or other
services; and whatever else is on hand for the operation
of the properties listed in the offer. The properties
purchased shall also include those assets, rights, and

‘A 1966 spudder is no longer titled; it is being treated as
field equipment under this sale.
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interests described on Exhibit 1 hereto attached, to the
extent the same are not elsewhere indicated in this Order
and/or the Motion. The Trustee 1is to cooperate
reasonably after the sale in seeing to it that any
further documentation necessary and proper to the
closing, is‘furnished to CIMARRON. The Trustee is to
retain all choses in action (except those, if any, which
could be brought against CIMARRON), whether arising under
Bankruptcy law or other law. The Trustee shall cooperate
reasonably with CIMARRON so that he and CIMARRON each
have as necessary for their respective purposes the
financial records of the Debtors; any costs of
duplication shall be borne by CIMARRON. After the
closing upon the properties (other than the estates’
working interest in the Buckshot Unit), CIMARRON shall
not be responsible for any new surcharges for the

Trustee‘s administration of these cases.

5. The Trustee shall convey the real property interests by
special warranty deed, and the personalty by bill of
sale. The instruments of transfer shall be drafted by
PHIL BREWER, CIMARRON’s oil and gas counsel. The form of
the instruments shall be subject to the Trustee'’s
approval, which shall not be unreasonably withheld if the
instruments are in a standard form that is consistent
with the terms of this Order and the Motion to Sell.
CIMARRON shall bear all costs of drafting and recording
the instruments of transfer. The closings™ shall take
place in the office of Mr. BREWER, and at the closings
(or as soon thereafter as practicable) CIMARRON shall pay
whatever delinquent property taxes there are outstanding
upon the assets purchased. CIMARRON shall also bear all

responsibility for 1997 ad valorem taxes upon the

*“vClosings" is plural so as to include the Buckshot Unit
closing, which will "not occur until Adversary No. 96-3027 is
disposed of as hereinabove described.



properties purchased. The Trustee shall as reasonably
necessary furnish CIMARRON with whatever additional
documentation is necesgsary and proper to complete the
transfers of licenses, registrations, permits, and other
applicable state, local and federal governmental
requirementg. '

There is no finding being made at this time as to which
lien and encumbrances the proceeds of the sale will
follow, except that the $75,000.00 which is being paid
for operating rights is to be paid to BANK OF THE
SOUTHWEST in Roswéll, New Mexico. The wvalid,
properly-perfected liens and incumbrances against the
properties sold shall follow and attach to the proceeds
of the sale in the same priority and amount as exist on

this date under applicable bankruptcy law.

The Court notes that CIMARRON and the Trustee have made
minor refinements in their purchase letter agreement
since it was first signed on June 17, 1997, as reflected
in a letter dated July 28, 1997, attached to this Order
as Exhibit 2 for purposes of better identification. The
Court has been apprised of the changes made in the letter
agreement and is satisfied that the sale, with such
changes, should be approved.

$75,000.00 of the funds to be received from CIMARRON by
the Debtors’ estate at the closing of the sale shall be
and are hereby determined to be for operating rights on
the Buckshot Unit, and the BANK OF THE SOUTHWEST in
Roswell ("Bank") shall have a first 1lien on such
$75,000.00 in proceeds; further, no surcharge of such
$75,000.00 proceeds will be made by the Trustee or
CIMARRON, including any § 506 (c) charges; further, the
foregoing will not waive or limit the Bank’s claims or
liens on the other proceeds that may be received by the
Debtors’ estates from the Buckshot Unit (including the

5



10.

$300,000.00 to be paid by CIMARRON contingent upon
success of the FROST litigation--herein "Buckshot
Litigation Proceeds"), and the Bank shall have a valid
lien on the Buckshot Litigation Proceeds or any other
proceeds from the sale of the Buckshot Unit if the sale
to CIMARRON/does not close.

a. Thefe will be no surcharge, including any § 506 (c)
charges, on the Buckshot Litigation Proceeds (or
any other proceeds ffom the sale of the Buckshot
Unit if the sale to CIMARRON does not close) that
would adversely affect the payment of the Bank'’s
lien or LA SALLE’s lien on such proceeds.

b. The Trustee shall use his best efforts to pursue
the FROST litigation successfully and diligently
for the Debtors’ estates.

c. MCALPINE and LA SALLE have withdrawn their

objection to the Motion.

The Court notes there have been several objections
brought to the Trustee’s Motion to Sell. McALPINE and LA
SALLE PARTNERS LTD.‘have withdrawn their objections. All
other objections are OVERRULED, except with regard to the
Objection of the Texas 4ol gmis e, i

Commission - FNREEL)}— The properties being sold to
CIMARRON do not pass to CIMARRON free and clear of any
environmental and/or plugging liens that follow those

properties as a matter of Texas law.

The Trustee’s § 363 Motion to Sell Real and Personal
Property to CIMARRON free and clear of 1liens and
interests is therefore APPROVED. The final terms of the
purchase and sale are as set out in the June 17, 1997
letter agreement, as modified by the letter of July 28,
1997; and as further delineated in this Order and its

[



attachments 1 and 2. Either the Trustee or CIMARRON
shall have the right to file Motions in this Court
hereafter for the purpose of clarifying or ascertaining
any incidental matters they may bhave inadvertently
overlooked in their request for approval of this § 363

sale. 4

SO ORDERED.

Dated: 4"@ 0??; /??]-«
77 |

R e

FRANK MONROE

UNITED STATES BANKRUPTCY JUDGE
PRESIDING

SK-KM-072897



E.P. BUD KIRK

Attorncy at Law

Suite 806, Coronado Tower Telephone (915) $84-3773
6006 North Mesa Strect P.O. Box 220437

El Paso. Texas 79912 El Paso, Texas 79913
i . Fax: (915) 581-3452
July 28, 1997

FACSIMILE

Robert B. Wilson

Chapter 11 Trustee

Ssims, Kidd, Hubbert & Wilson
1205 Broadway

Lubbock, TX 79401

Dear Mr. Wilson:

On behalf of CIMARRON EXPLORATION COMPANY I am writing to
confirm that my client is slightly modifying its purchase offer of
June 17, 1997, in the following respects, in order to facilitate
the compromise you have reached with WILLIAM A. McALPINE and

LA SALLE PARTNERS, LTD.:

1. The purchase price shall be re-allocated as to its
component parts.

2. The sum paid for the operating rights shall increase from
$50,000.00 to $75,000.00.

3. Since you have agreed with Mr. McALPINE that he is to
receive the most valuable vehicles used by the Debtors,
while CIMARRON receives the least valuable, the sum paid
for the vehicles CIMARRON receives shall be $1,500.00 and
not $3,500.00.

4. The sum paid for the West Knowles Area shall be lessened
by $11,100.00, to a figure of $90,000.00.

5. The sum paid for the O’Brien Strawn Unit shall be
lessened by $12,400.00, to a figure of $50,400.00.

6. CIMARRON agrees that from and after the closing date upon
the transfer of the operating rights, CIMARRON will not
charge to the Chapter 11 estates any joint interest
billings on the Buckshot Unit.

In all other respects, CIMARRON’'s agreement to purchase is
unchanged. I am working on the form of approving order.

Very tﬁ;ly urs,
7, - A -\
E.P. BUD KIRK
SL-KM-072897



{a)

(b)

(c)

(d)

The oil, gas and other mineral leasehold interests affecting
those properties in the purchase agreement, including the
leases under which said interests are created, and Seller's
interest in any pooled, communitized, or unitized acreage
derived by virtue of Seller's ownership of such interests
(including any interest acquired by virtue of any compulsory
pooling and/or statutory unitization order issued by
governmental authority having jurisdiction) (the "Interests");

A
.
’

The Seller’s interests in the wells, equipment and lacilities located on,
and used exclusively in connection with the Inferests, including, but not
limited to pumps, well equipment (surface and subsurface), saltwater
disposal wells, lines and facilities, compressors, compressor stations,
dehydration facilities, treating focilities, pipeline gathering fines, flow
lines, tronsportation lines (including long lines and loterals), valves,
meters, separators, tanks, fank batteries, and other tixtures;
and
Oil, condensate, natural gos | liquids attributable to the Interests sold

aofter the Effective Dote;

All contracts and agreements covering or related to the Inlerosts

including, but not limited to, unit agreements, pooling agreements,

areas of mutual interest agreements, farmout agreements, farmin

ogresments, soltwater dlsposcl agreements, woler injection agreements,
line well injection ogreements, drilling contracts, operating agreements,
well service contracts, production sales contracts, gas balancing
agreements, slorage or warehouse agreements, supplier contracts,
service contradts, insurance contracts, construction agreements, division

orders and transfer orders; and

All sudace use agreements, easements, rights of way, licenses,
authorizations, permits and similar rights and interests or portions
thereof used exclusively in connection with the Inferests.



