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B E F O R E THE 
OIL CONSERVATION DIVISION 

Santa Fe, New Mexico 

Case No. 11442 Exhibit No. L_ 

Submitted by: ARCO Permian a unit of Atlantic Richfield 

Hearing Date: January 11. 1996 

ARCO Permian Q 
o Unit of Atlantic Richfield Company 

EMPIRE ABO AREA 
Eddy County, New Mexico 

Lease Ownership 
DANCER PROSPECT 
T 17 S R 28 E 
Section 32. E /2 
( wells shown ore MORROW penetrot ions ) 
By Lee Scarborough Dro»n By KAM Dote: 12-20-95 

Dote: 12-20-95 
Dept: Land Admin. 

Reused By KAM Dole 1-9-96 
Dwg No. EMPRTXT nm\mop» 



From 3500 below Top of 
Son Andres Down to the 
Bose OF Pennsylvanion 
Amoco-66.666% 
Dreyfus-10.6382% 
Marathon-10.6481% 
Yotes Pet-12.0371% 

Below the 
Base OF Pennsylvanian 
ARCO-50.0000% 
Yates Pet.-18.0556% 
Dreyfus-15.9722% 
Morathon-15.9722% 

Below the 
Bose OF Pennsylvonion 

ARCO-50.0000% 
Yotes-18.0556% 
Dreyfus-15.9722% 
Marothon-15.9722% 

Below Bose Of Abo 
Amoco-75.0000% 
SP Yates-9.4908% 
Sharbro 0i l -3.0093% 
R.Martin Yates-2.3726% 
Peyton Yates-2.3726% 
Marico Expl-2.3726% 
Yates Trust-2.3726% 
Heyco-1.7989% 
Yates Energy-.8410% 
Cibolo Energy-.3696% 

Below 6315' 

Conoco-50.0000% 
Fino-50.0000% 

From 3500' below Top of 
San Andres Down to the 
Bose OF Pennsylvonion 

Amoco-50.0000% 
ARCO-25.0000% 
Yates-9.0278% 
Dreyfus-7.9861% 
Morathon-7.9861% 

Dancer "32" 
Stat/e Com. § 1 

Below Bose Of Abo 
Amoco-50.0000% 
ARCO-25.0000% 
SP Yates-9.4908% 
Sharbro Oil-3.0093% 
Heyco-2.69397% 
Rich M. Yotes-2.3727% 
Peyton Yates-2.3727% 
Marico Expl-2.3727% 
Yates Trust-2.3727% 
Cibola Energy-.3696% 
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BEFORE THE 
OIL CONSERVATION DIVISION 

Santa Fe, New Mexico 

Case No. 11442 Exhibit No. 2 

Submitted by: ARCO Permian a unit of Atlantic Richfield 

Hearing Date: January 11.1996 

ARCO Permian Q 
o Unit of Atlontic Richfield Company 

EMPIRE ABO AREA 
Eddy County, New Mexico 

Lease Ownership 
DANCER PROSPECT 
T 17 S R 28 E 
Section 32, E /2 

8 / L M Scarborough 

Dote: 12-20-95 
Dept Land Admin 

Dro«n By KAM Dote: 12-20-95 

Revised By Dote: 

Dwg No EMPRTXT n m \ m 0 p s 
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Letters Reflecting Attempts To Obtain Voluntary Joinder 

DANCER c 32" STATE COM WELL NO. i 

B E F O R E THE 
OIL CONSERVATION DIVISION 

Santa Fe, New Mexico 

Case No. 11442 Exhibit No. 4 

Submitted by: ARCO Permian a unit of Atlantic Richfield 

Hearing Date: January 11. 1996 



A R C O Permian 
500 North Marienfeid 
Midlana TX 79701-4373 
PO Box 1610 
Midland TX 79702-1610 
TeieDhone 915 688 5200 

December 14, 1995 

Yates Petroleum Corporation 
105 South 4th Street 
Artesia, New Mexico 88210 

Attention: Mr. Robert H. Bullock 

Re: Original Drilling Title Opinion 
Dancer Prospect 
E/2 Section 32, T17S, R28E 
Eddy County, New Mexico 

Dear Sir: 

As discussed by phone today, enclosed is a copy of the referenced opinion. Please 
contact me at (915) 688-5270 should anything further be necessary. 

Very truly yours, 

\ 

Lee M. Scarborough 

LMS/sb 

Enclosure 



fFlNAV December 13, 1995 

ARCO Permian 
P. O. Box 1610 
Midland, Texas 79702 

Attention: Mr. Lee M. Scarborough 

Re: Dancer 32 State Com. No. 1 Well 
T-17-S, R-28-E, Sec. 8 
Eddy County. New Mexico 
Lease Nos. 09NM002743 

Gentlemen: 

Pursuant to the letter dated November 2, 1995 from Mr. John E. Lodge 
proposing the drilling of the captioned well, please be advised that Fina is currently 
reviewing the geology of the area. As per our telephone conversations regarding this, 
please advise when we can get together and review the geologic information that ARCO 
is basing it's proposal on. 

Upon our review of this data, Fina will make a decision whether or not to 
participate in the drilling of this well. If we need to have terms agreed to prior to viewing 
your geology, please advise. 

Thank you for your consideration given this matter, and should you have any 
further questions, please advise. 

Yours Very Truly, 

Eric K. Hanson, CPL/ESA 
Contract Landman 

Fina Oil and Chemical Company 
6 Desta Drive, Suite 4400 • Midland, TX 79705 

P.O. Box 2990 • Midland, TX 79702 • (915) 688-0600 



ARCO Permian 
500 North Manenfeia 
Midland TX 79701-4373 
PO Box 1610 
Midlana TX 79702-1610 
Teleonone 915 688 5200 

December 7, 1995 

Harvey E. Yates Company 
P. O. Box 1933 
Roswell, New Mexico 88202-1933 

Attention: Melissa Randle 

Re: Original Drilling Title Opinion 
Dancer 32 State Com #1 
E/2 Section 32, Township 17 South, Range 28 East 
Eddy County, New Mexico 

Dear Ms. Randle: 

As discussed by phone today, enclosed is our title opinion on the Dancer Prospect. 
Please contact me at (915) 688-5270 should any questions arise. 

Very truly yours, 

Lee M. Scarborough 
Senior Landman 

LMS/sb 

Enclosure 



ARCO Permian 
600 North Marienfeld 
Midland TX 79701-4373 
PO Box 1610 
Midland TX 79702-1610 
Telephone 915 638 5200 

November 14, 1995 

Working Interest Owners 

Re: Dancer 32 State Com. No. 1 Well 
Township 17 South, Range 28 East 
Section 32: SE/4 NE/4 
Eddy County, New Mexico 

Ladies and Gentlemen: 

Reference is hereby made to my prior letter dated November 2, 1995, addressed to 
each of you separately, wherein ARCO Permian, a unit of Atlantic Richfield 
Company proposed the drilling of the captioned well at a location approximately 
1700' FNL and 1000' FEL of the above described Section 32. Please be advised 
that the second sentence of the first paragraph of said letter contained a 
typographical error that incorrectly set forth the drilling and proration unit for this 
well as the W/2 of the above described Section 32. The purpose of this letter is to 
advise you that the anticipated proration unit for this well is the E/2 of said Section 
32 rather than the W/2 as originally set forth in my above described letter dated 
November 2,1995. 

Should you have any questions or problems concerning this matter, please do not 
hesitate in contacting me by telephone at (915) 688-5237. 

Very truly yours, 

John E. Lodge 
Land Director 

JEL/sb 
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November 14, 1995 

CERTIFIED MAIL 
Return Receipt Requested 

Working Interest Owners 
Identified Below 

Re: Dancer 32 State Com. No. 1 Well 
Township 17 South, Range 28 East 
Section 32: SE/4 NE/4 
Eddy County, New Mexico 

Fina Oil and Chemical Company 
Attention: Ms. Kitty Chalfant 
P. O. Box 299 
Midland, Texas 79702 

Conoco Inc. 
Attention: Mr. Warren Richardson 
10 Desta Drive West 
Midland, Texas 79705 

Sharbro Oil Ltd. Co. 
a New Mexico Limited Liability Company 
Box 840 
Artesia, New Mexico 88210 

Coronado Exploration Corporation 
c/o Cibola Energy Corporation 
1005 Marquette Ave. NW 
Albuquerque, New Mexico 87102-1937 

Yates Energy Corporation 
Box 2323 
Roswell, New Mexico 88201 

Marico Exploration, Inc. 
207 South 4th 
Artesia, New Mexico 88210 

Yates Petroleum Corporation 
105 South 4th 
Artesia, New Mexico 88210 

St Clair Peyton Yates, Jr. 
110 South 4th 
Artesia, New Mexico 88210 

Richard Martin Yates 
105 South 4th 
Artesia, New Mexico 88210 

Harvey E. Yates Company 
Box 1933 
Roswell, New Mexico 88201 

Louis Dreyfus Gas Holdings, Inc. 
Attention: Ms. Carol Myers 
14000 Quail Springs Parkway, #600 
Oklahoma City, Oklahoma 73134 

Marathon Oil Company 
Attention: Mr. Randal Wilson 
P. O. Box 552 
Midland, Texas 79702-0552 

St Clair Peyton Yates, Jr. & A. J. Losee, 
Trustees of The S. P. and Estelle H. 
Yates 1976 Trust for Jennifer Shannon 
Yates, The S. P. and Estelle H. Yates 
1976 Trust for Mary Beth Yates and the 
S. P. and Estelle H. Yates 1976 Trust for 
Peyton William Yates Davis 
110 South 4th 
Artesia, New Mexico 88210 

S. P. Yates 
105 South 4th 
Artesia, New Mexico 88210 



ARCO Permian 
500 North Marienteld 
Midlana TX 79701-4373 
PO Box 1610 
Midland TX 79702-1610 
Telephone 915 688 5200 

November 2, 1995 

Louis Dreyfus Gas Holdings, Inc. 
14000 Quail Springs Parkway, #600 
Oklahoma City, Oklahoma 73134 

Attention: Ms. Carol Myers 

Certified Mail - Return Receipt Requested 

RE: Dancer 32 State Com. No. 1 Well 
Township 17 South, Range 28 East 
Section 32: SE/4NE/4 
Eddy County, New Mexico 

Gentlemen: 

Please be advised that ARCO Permian, a unit of Atlantic Richfield Company, 
hereinafter referred to as "ARCO", hereby proposes the drilling of an 10,550' Morrow 
test well at a location approximately 1700' FNL & 1000' FEL of Section 32, Township 
17 South, Range 28 East, Eddy County, New Mexico. It is currently anticipated that 
the drilling and proration unit for this well would be the W/2 of said Section 32. 
Attached hereto for your perusal, you will find a copy of our drilling cost estimate for 
this well which indicates a dry hole cost of $496,800 and total completed well cost of 
$713,800. 

Please indicate your election below of either to participate or not to participate in the 
drilling of this well and return one (1) copy of this letter to the undersigned. In the 
event that Louis Dreyfus Gas Holdings, Inc. desires to participate in the drilling of this 
well, I will be happy to submit an Operating Agreement to you for your review. In the 
event that Louis Dreyfus Gas Holdings, Inc. does not desire to participate in the 
drilling of this well, then ARCO hereby requests a Farmout of your leasehold interest 
in the E/2 of Section 32, Township17 South, Range 28 East, Eddy County, New 
Mexico on the following basis: 

1. Within 180 days of the execution of a formal Farmout Agreement, ARCO 
will commence or cause to be commenced the drilling of an initial test well 
at the above referenced location. Thereafter, said well shall be drilled to a 
depth of 11,100' or to a depth sufficient to adequately test the Morrow 
formation, whichever is the lesser depth. 



Louis Dreyfus Gas Holdings, Inc. 
November 2,1995 
Page 2 

2. Upon completion of a well capable of producing in paying quantities, 
ARCO shall earn an assignment of all your leasehold interest in the E/2 of 
said Section 32, insofar as same is included with the proration unit for said 
well, from the base of the ABO formation down to a depth of 100' below the 
total depth drilled. Louis Dreyfus Gas Holdings, Inc. shall retain an 
overriding royalty interest in an amount being equal to the difference 
between all existing burdens and twenty percent (20%). 

3. Any overriding royalty interest retained by Louis Dreyfus Gas Holdings, 
Inc. will be subject to proportionate reduction. 

4. Any acreage not previously earned by drilling the initial well, could be 
earned by the drilling of subsequent wells by not allowing more than 180 
days to elapse between the completion of one well and the commencement 
of the next well. 

5. The only penalty for failure to commence the drilling of said initial well, 
would be the termination of said Farmout Agreement. 

Should you have any questions or problems concerning this matter, please do not 
hesitate to contact me by telephone at (915) 688-5237. 

Sincerely, 

ARCO Permian 

John E. Lodge 
Land Director 

JEL:pc 
Enclosure 



Louis Dreyfus Gas Holdings, Inc. 
November 2,1995 
Page 3 

Louis Dreyfus Natural Gas Corp. 
Louis Dreyfus Gab HulcJinys, Inc. hereby elects TO participate in the 
drilling of the Dancer 32 State Com. No. 1 Well 

Luuiu Dmyfub Gab lloldiiigti,4fflx 
Louis Dreyfus Natural Gas Corp. 

Louis Dreyfus Gas Holdings, Inc. hereby elects NOT TO participate in the 
drilling of the.Dancer 32 State Com. No. 1 Well 

Louis Dreyfus Gas Holdings, Inc. 

Louis Dreyfus Gas Holdings, Inc. hereby elects to Farmout its leasehold 
interest to ARCO as described above for the drilling of the Dancer 32 State 
Com. No. 1 Well 

Louis Dreyfus Gas Holdings, Inc. 

By: Date: 

By: Date: 



ARCO P e r m i a n 
cOO North Manenfeid 
Midland TX 79701-4373 
PO Box 1610 
Midland TX 79702-1610 
Telephone 915 688 52C0 

November 1, 1995 
CERTIFIED MAIL 

Amoco Production Company 
501 WestLake Park Boulevard 
Houston, Texas 77253 

Attention: Mr. Jerry West 

RE: Empire Area: Area of Mutual Interest Agreement: Dancer Prospect: 
Dancer 32 State Com. No. 1 Well 
Township 17 South, Range 28 East 
Section 32: SE/4NE/4 
Eddy County, New Mexico 
AR-105149 

Dear Mr. West: 

Reference is hereby made to that certain Area of Mutual Interest Agreement dated 
effective September 1, 1994 by and between Atlantic Richfield Company ("ARCO") and 
Amoco Production Company ("AMOCO") concerning the captioned area. Pursuant to 
the terms and provisions of Article IV of said agreement, please be advised that ARCO 
hereby proposes the drilling of a 10,550' Morrow well to be located approximately 1700' 
FNL and 1000' FEL of Section 32, Township 17 South, Range 28 East, Eddy County, 
New Mexico. Said test well shall be construed for all purposes under said agreement as 
the initial well on the Dancer Prospect. Consequently, enclosed herewith for your 
perusal you will find the following information : 

1. One (1) copy of our current Geological /Geophysical Interpretation 
of the Dancer Prospect; 

2. One (1) copy of a Drilling Cost Estimate; 

3. One (1) copy of an Authority For Expenditure; 

4. One (1) copy of the land ownership information for the Dancer 
Prospect. 

Please be advised that I am currently in the process of having a Drillsite Title Opinion 
prepared covering the E/2 of the above described Section 32, which would be the 
anticipated spacing and proration unit for said initial well. Upon receipt of such opinion, 

i r 
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I will forward a copy of same to your attention for review. As of this date, ARCO 
currently owns or controls approximately 206.67 net leasehold acres within the E/2 of 
said Section 32. Consequently, if all parties who own leasehold acreage within the 
anticipated spacing and proration unit elect to participate in the drilling of this well, 
ARCO and AMOCO would each have an approximate 32.29% working interest. 
However, the final interests of the participating parties will not be determined until a 
formal well proposal has been submitted to all parties. In addition, we are currently in 
the process of getting the proposed location surveyed, which may result in minor 
changes based upon surface conditions and tying same to our seismic grid. 

Please indicate AMOCO's election below in the space provided, of either to participate 
or not to participate in the drilling of the captioned well and return one (1) copy of this 
letter to the undersigned within thirty (30) days from your receipt of same. I will formally 
propose the drilling of this well to all parties who own leasehold acreage within the 
anticipated spacing and proration unit and will advise you of any additional interest that 
we may possibly acquire. Upon finalization of the working interest in this well, I will 
prepare an original Operating Agreement, with the surveyed location indicated therein, 
and an Authority For Expenditure for your signature, should you elect to participate. 
As previously discussed, ARCO would like to commence the drilling of this well this 
year. However, inasmuch as our proposed location is an unorthodox location, we may 
be delayed if required to conduct an NMOCD hearing. 

Should you have any questions or problems concerning this matter, please do not 
hesitate in contacting me. 

Sincerely, 

ARCO Permian 

John E. Lodge 
Land Director 

JEL:pc 
enclosures 

cc: Mr. Dave Cole - Amoco 
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ELECT TO PARTICIPATE IN THE/DRILLING OF THE DANCER 36 STATE COM. 
NO.1 WELL THIS ^ tC^OAY OF fyn l/e>ngtP , 1995. 

AMOCO PRODUCTION COMPANY 

Title: lAfih MA<J*(3&g. 

ELECT NOT TO PARTICIPATE IN THE DRILLING OF THE DANCER 36 STATE COM. 
NO.1 WELL THIS DAY OF , 1995. 

AMOCO PRODUCTION COMPANY 

By: _ 

Title: 



ARCO Permian 
500 North Marienfeid 
Midland TX 79701-4373 
PO Box 1610 
Midland TX 79702-1610 
Teleohone 915 688 5200 

November 2, 1995 

Yates Energy Corporation 
Box 2323 
Roswell, New Mexico 88210 

Certified Mail - Return Receipt Requested 

RE: Dancer 32 State Com. No. 1 Well 
Township 17 South, Range 28 East 
Section 32: SE/4NE/4 
Eddy County, New Mexico 

Gentlemen: 

Please be advised that ARCO Permian, a unit of Atlantic Richfield Company, 
hereinafter referred to as "ARCO", hereby proposes the drilling of an 10,550' Morrow 
test well at a location approximately 1700' FNL & 1000' FEL of Section 32, Township 
17 South, Range 28 East, Eddy County, New Mexico. It is currently anticipated that 
the drilling and proration unit for this well would be the W/2 of said Section 32. 
Attached hereto for your perusal, you will find a copy of our drilling cost estimate for 
this well which indicates a dry hole cost of $496,800 and total completed well cost of 
$713,800. 

Please indicate your election below of either to participate or not to participate in the 
drilling of this well and return one (1) copy of this letter to the undersigned. In the 
event that Yates Energy Corporation desires to participate in the drilling of this well, I 
will be happy to submit an Operating Agreement to you for your review. In the event 
that Yates Energy Corporation does not desire to participate in the drilling of this well, 
then ARCO hereby requests a Farmout of your leasehold interest in the E/2 of 
Section 32, Township17 South, Range 28 East, Eddy County, New Mexico on the 
following basis: 

1. Within 180 days of the execution of a formal Farmout Agreement, ARCO 
will commence or cause to be commenced the drilling of an initial test well 
at the above referenced location. Thereafter, said well shall be drilled to a 
depth of 11,100' or to a depth sufficient to adequately test the Morrow 
formation, whichever is the lesser depth. 

i r 
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2. Upon completion of a well capable of producing in paying quantities, 
ARCO shall earn an assignment of all your leasehold interest in the E/2 of 
said Section 32, insofar as same is included with the proration unit for said 
well, from the base of the ABO formation down to a depth of 100' below the 
total depth drilled. Yates Energy Corporation shall retain an overriding 
royalty interest in an amount being equal to the difference between all 
existing burdens and twenty percent (20%). 

3. Any overriding royalty interest retained by Yates Energy Corporation will 
be subject to proportionate reduction. 

4. Any acreage not previously earned by drilling the initial well, could be 
earned by the drilling of subsequent wells by not allowing more than 180 
days to elapse between the completion of one well and the commencement 
of the next well. 

5. The only penalty for failure to commence the drilling of said initial well, 
would be the termination of said Farmout Agreement. 

Should you have any questions or problems concerning this matter, please do not 
hesitate to contact me by telephone at (915) 688-5237. 

Sincerely, 

ARCO Permian 

John E. Lodge 
Land Director 

JEL:pc 
Enclosure 



Yates Energy Corporation 
November 2,1995 
Page 3 

Yates Energy Corporation hereby elects TO participate in the drilling of 
the Dancer 32 State Com. No. 1 Well 

Yates Energy Corporation 

Yates Energy Corporation hereby elects NOT TO participate in the drilling of 
the.Dancer 32 State Com. No. 1 Well 

Yates Energy Corporation 

Yates Energy Corporation hereby elects to Farmout its leasehold interest to 
ARCO as described above for the drilling of the Dancer 32 State Com. No. 1 
Well 

Yates Energy Corporation 

By: Date: 

By: Date: 



ARCO P e r m i a n 
600 North Marienreid 
Midland TX 79701-4373 
PO Box 1610 
Midland TX 79702-1610 
Telephone 915 688 5200 

November 21, 1995 

Jalapeno Corporation 
Box 1608 
Albuquerque, New Mexico 87103-1608 

Certified Mail - Return Receipt Requested 

RE: Dancer 32 State Com. No. 1 Well 
Township 17 South, Range 28 East 
Section 32: SE/4NE/4 
Eddy County, New Mexico 

Gentlemen: 

Please be advised that ARCO Permian, a unit of Atlantic Richfield Company, 
hereinafter referred to as "ARCO", hereby proposes the drilling of an 10,550" Morrow 
test well at a location approximately 1700* FNL & 1000' FEL of Section 32, Township 
17 South, Range 28 East, Eddy County, New Mexico. It is currently anticipated that 
the drilling and proration unit for this well would be the E/2 of said Section 32. 
Attached hereto for your perusal, you will find a copy of our drilling cost estimate for 
this well which indicates a dry hole cost of $496,800 and total completed well cost of 
$713,800. 

Please indicate your election below of either to participate or not to participate in the 
drilling of this well and return one (1) copy of this letter to the undersigned. In the 
event that Jalapeno Corporation desires to participate in the drilling of this well, I will 
be happy to submit an Operating Agreement to you for your review. In the event that 
Jalapeno Corporation does not desire to participate in the drilling of this well, then 
ARCO hereby requests a Farmout of your leasehold interest in the E/2 of Section 32, 
Township17 South, Range 28 East, Eddy County, New Mexico on the following basis: 

1. Within 180 days of the execution of a formal Farmout Agreement, ARCO 
will commence or cause to be commenced the drilling of an initial test well 
at the above referenced location. Thereafter, said well shall be drilled to a 
depth of 11,100' or to a depth sufficient to adequately test the Morrow 
formation, whichever is the lesser depth. 
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2. Upon completion of a well capable of producing in paying quantities, 
ARCO shall earn an assignment of all your leasehold interest in the E/2 of 
said Section 32, insofar as same is included with the proration unit for said 
well, from the base of the ABO formation down to a depth of 100' below the 
total depth drilled. Jalapeno Corporation shall retain an overriding royalty 
interest in an amount being equal to the difference between all existing 
burdens and twenty percent (20%). 

3. Any overriding royalty interest retained by Jalapeno Corporation will be 
subject to proportionate reduction. 

4. Any acreage not previously earned by drilling the initial well, could be 
earned by the drilling of subsequent wells by not allowing more than 180 
days to elapse between the completion of one well and the commencement 
of the next well. 

5. The only penalty for failure to commence the drilling of said initial well, 
would be the termination of said Farmout Agreement. 

Should you have any questions or problems concerning this matter, please do not 
hesitate to contact me by telephone at (915) 688-5270. _ ^ . 

Sincerely, 

ARCO Permian 
/ 

LMS:sb 
Enclosure 
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Jalapeno Corporation hereby elects TO participate in the drilling of the 
Dancer 32 State Com. No. 1 Well 

Jalapeno Corporation 

By: Date: 

Jalapeno Corporation Hereby elects NOT TO participate in the drilling of the 
Dancer 32 State Com. No. 1 Well 

Jalapeno Corporation 

By: Date: 

Jalapeno Corporation hereby elects to Farmout its leasehold interest to ARCO 
as described above for the drilling of the Dancer 32 State Com. No. 1 Well 

Jalapeno Corporation 

By: Date: 



A R C O Permian a unit of Atlantic Richfield Company Drilling Cost Estimate -

I I Supplement fyl Original 
WMncrna ro 

Dancer 32 State Com #1 10550' 
location — 

SE/4 NE/4, Section 32. T-17-S. R-28-E. Eddv County, New Mexico 
CUMcr Vea or Group. 

SE New Mexico Asset Area Empire 
Obt»cnv» 

Morrow 9 10150 Ft. 
G«n DqtaPreeinw mcMon 

f * l Oavvkxsmant 9171 fT i Single Oilglnal/RewWanlnc 

1 1 ExBtoraforv 

1 1 Workover/ 

9172 

9171 

1 f Dual 

1 1 Multiple 

l-Origfrwi H ' 

2«Reviiion ' 

^eeomolerlon 

Tanaible Costs - SUB SOO ana S5Q j 
1. Tuouiar gooes Drilllna 1 Evaluation Comoiehon Sem i Totol Cross 

13 3/8 "ODf rom 0 ft. to 500 i 0.0001 b 1 ol 
8 5/8 ' O D f r o m 0 ft. to 2603 21.0001 b 6 

" ODfrom ft. to 
5 1 / 2 "ODf rom 0 ft. to 10550 60.000 b 0 b 
2 7/8 "ODfrom Q ft. to ',0.000 5OJ00O b 2 / 

" ODfrom ft. to 
' OO from ft. to 

Z Castnaneaa. lublnaneaa. Christmas iree 5.000 8.000 s 0 4 
3. Tubing Accessories 4 0 0 0 5 0 6 

4. AiHaetalUft«pr—rw • 0 7 

S> >wnv — mm UULM— t 0 • ..... , 
6. llnrlmatliil IJHO IMfl 0 0 0 •*—- •• 
7. Addmonoi Beam. (Sub 6501 

Castnqneon. rubtnqneaa. Chi Wilms free s 0 4 

Tublna Accessories s 0 6 
Artificial Lift Accessories i 5 0 7 
Well Protective Structures 5 0 6 

TOTAL TANGIBLES 37IBO1 o) mjccoi 
Intanaible Costs -SUB 600 
8. Contract t ra inee nna fecnnicai 16J300I 4 £001 0 1 3 

9. eoatODsranons | 0 5 3 

10. Minor Suoonet 0 7 » 
11. Hecmc Power a n a Uafrf 2 4 1 

1Z Dlesen-uet j 2 4 2 
13. Natural Gen 3 4 3 
14. Water lOjOOOl 5.000 2 4 6 
IS. Prooenv ana EaulomenrRonton 4,0001 2.000 2 4 a 
16. Security. Safety, a n a Hrertahttna 2.0001 2.000 2 S 0 
17. Tubular fesma. ana traoecnon 2.0001 3.000 5 0 3 

IS. Truciona rubutas 2D00I 4,000 S 0 9 

19. Caslna Accessories 5 £001 5iXD 5 1 2 
20. Site Preoaronon a n a Maintenance 2OJ00OI 5.000 > 1 4 

21. Permrrs. Insurance, a n a Oamanaoj 31X101 S 1 s 
2Z Ria Movtna txoerme \ S 1 7 

23. Shoredases 1 i 2 1 

24. Camp H o u w w s a n o j i 2 2 

25. Reoumanon 2J000| 21X30 5 2 S 

26. AkFretqfttana rransoorranon S 2 8 

27. DlsDosaanaCleanuo 5XXX J 2JOO0 5 3 1 

1 



A R C O P e r m i a n a unit of Atlantic Richfield Company Drilling Cost Estimate - P< 

Original 
I | Suppiement 

Location 

cumct 

Dancer 32 State Com #1 

Eddv County, New Mexico 

SE New Mexico Asset Area 

ASClio? 

OriQlnut/RflrvMon tnatac 

Intangible Costs (Cont d) - SUB 600 DrtBno; B/alucrrton Completion 

•em Total Gross £k> 

28. Contract Footage OrMng 

Q ft. C 8 a m par toot 

29. Controet Drilling Qaywont 

Drflllnq 3A dav* «8 '< A son 00 per oav 162J00O 

3a Mobtltmtion. OemooiMzatlon tic Rta Mod. 300X31 

31. Roaas ana Airstrips 

32. Camoienon/Workovef GavwocK 

Tfl dovs s» '• 1 mo no per aav 10000 5 4 2 

33. Drill Sfrtna Sc BHA Rental 1.000 5 4 3 

i oool 5 4 "7 34. Wed Control Eoutoment 

35. Bits. Underaameis. & Hole Openers 

50.000 1.000 

36. DrlBng Mud and Transoortatton 30JOOO 

37. Drlfflnq Mud Equipment ana Services 5.000 

2J0OO 8 5 5 

4a Wireline Work 5 5 9 

41. Formation Mi 8O00 

42. Cased Hole Surveys and pert. Fees 8J000 5 6 1 

43. Surface WeH Test Eaulomenr 1.000 5 & 3 | 

44. Cortna and Anatvsis 5 6 8 | 

45. Drill Stem Test EoutpmenT 5.000 5 7 2 

46. Racturinq. AcloWng. and Grave* Pack 5 7 7 

47. Divers 5 7 8 

48. Fishfna Toot Rental S 8 0 

49. Directional Drtmng Tool Rental 25J0OO 5 8 1 

5a Teleccmrnungattons & Navtgattonal Neeat 5 8 2 

51. Material Losses 5 8 8 

52. Capitalized Overhead 36.800 16.000 6 0 4 

S3. Comenr Running Fees for Casing dc Tubing 

133/8 ' OO 400 Sacks 40X1 6 1 3 
85/8 ' OD 1000 Sacks SJOOO 6 8 5 
51/2 " OD 1000 Sacks 17000 6 5 5 

54. Cementing - Souoems 4c Phjca 5 9 9 

55. Unclassified 5J000 2000 0 0 0 

TOTAL INTANGIBLES 459.800 0 93000 

TOTAL COST (Tanqtbtm* * IntanaibiM) 496.800 0 217000 



ARCO P e r m i a n 
-:00 Nonn Manenreia 
Midland TX 79701-^373 
PO Box lo^O 
Midland TX 79702-1510 
Teleohor.e a1 5 688 5200 

November 2, 1995 

Marathon Oil Company 
P. O. Box 552 

Midland, Texas 79702-0552 

Attention: Mr. Randal Wilson 

Certified Mail - Return Receipt Requested 

RE: Dancer 32 State Com. No. 1 Well 
Township 17 South, Range 28 East 
Section 32: SE/4NE/4 
Eddy County, New Mexico 

Gentlemen: 

Please be advised that ARCO Permian, a unit of Atlantic Richfield Company, 
hereinafter referred to as "ARCO", hereby proposes the drilling of an 10,550' Morrow 
test well at a location approximately 1700' FNL & 1000' FEL of Section 32, Township 
17 South, Range 28 East, Eddy County, New Mexico. It is currently anticipated that 
the drilling and proration unit for this well would be the W/2 of said Section 32. 
Attached hereto for your perusal, you will find a copy of our drilling cost estimate for 
this well which indicates a dry hole cost of $496,800 and total completed well cost of 
$713,800. 

Please indicate your election below of either to participate or not to participate in the 
drilling of this well and return one (1) copy of this letter to the undersigned. In the 
event that Marathon Oil Company desires to participate in the drilling of this well, I 
will be happy to submit an Operating Agreement to you for your review. In the event 
that Marathon Oil Company does not desire to participate in the drilling of this well, 
then ARCO hereby requests a Farmout of your leasehold interest in the E/2 of 
Section 32, Township17 South, Range 28 East, Eddy County, New Mexico on the 
following basis: 

1. Within 180 days of the execution of a formal Farmout Agreement, ARCO 
will commence or cause to be commenced the drilling of an initial test well 
at the above referenced location. Thereafter, said well shall be drilled to a 
depth of 11,100' or to a depth sufficient to adequately test the Morrow 
formation, whichever is the lesser depth. 
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2. Upon completion of a well capable of producing in paying quantities, 
ARCO shall earn an assignment of all your leasehold interest in the E/2 of 
said Section 32, insofar as same is included with the proration unit for said 
well, from the base of the ABO formation down to a depth of 100' below the 
total depth drilled. Marathon Oil Company shall retain an overriding royalty 
interest in an amount being equal to the difference between ail existing 
burdens and twenty percent (20%). 

3. Any overriding royalty interest retained by Marathon Oil Company will be 
subject to proportionate reduction. 

4. Any acreage not previously earned by drilling the initial well, could be 
earned by the drilling of subsequent wells by not allowing more than 180 
days to elapse between the completion of one well and the commencement 
of the next well. 

5. The only penalty for failure to commence the drilling of said initial well, 
would be the termination of said Farmout Agreement. 

Should you have any questions or problems concerning this matter, please do not 
hesitate to contact me by telephone at (915) 688-5237. 

Sincerely, 

ARCO Permian 

John E. Lodge 
Land Director 

JEL:pc 
Enclosure 
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Marathon Oil Company hereby elects TO participate in the drilling of the 
Dancer 32 State Com. No. 1 Well 

Marathon Oil Company 

Bv:̂  W^lQ^f^j- DateCkcxi^v^A^ <?f<J~ 

Marathon Oil Company hereby elects NOT TO participate in the drilling of the 
Dancer 32 State Com. 

Marathon Oil Company 

Marathon Oil Com 
ARCO as described 
Well 

hereby elects to Farmoor its leasehold interest to 
ie Dancer 32 State Com. No. 1 

Marathon Oil Company 



ARCO P e r m i a n 
500 North Marienreld 
Midland TX 79701-4373 
PO Box 1610 
Midland TX 79702-1610 
Telephone 915 688 5200 

December 20, 1995 

Marathon Oil Company 
P.O. Box 552 
Midland, Texas 79702-0552 

Attention: Mr. Randal P. Wilson 

Re: Dancer 32 State Com #1 Well 
1728' FNL & 916' FEL, Section 32 
Township 17 South, Range 28 East 
Eddy County, New Mexico 

Gentlemen: 

Reference is hereby made to our prior telephone discussions and that 
certain letter dated November 2, 1995 from ARCO Permian, a unit of 
Atlantic Richfield Company ("ARCO"), and Marathon Oil Company 
("Marathon"), whereby ARCO proposed to drill a 10,550' Morrow test well 
("test well") at an unorthodox location approximately 1728' FNL and 916' 
FEL of the above described Section 32. The purpose of this letter is to 
confirm the commitment of MARATHON to ARCO of either to /) farmout its 
leasehold interest in the hereinafter described lands to ARCO for the 
drilling of said test well, or ii) participate with a working interest in the 
drilling of said test well, on the following basis: 

1. ARCO agrees to make a geological presentation of the referenced 
area to MARATHON on December 21, 1995 to assist MARATHON 
in determining if it desires to participate in the drilling of said above 
mentioned test well. 

2. Within seven (7) days after ARCO makes the above mentioned 
geological presentation to MARATHON, MARATHON shall provide 
written notice to ARCO of its desire to either participate in the drilling 
of said test well or to farmout its leasehold interest to ARCO as 
hereinafter provided. 
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3. In the event that MARATHON elects to participate in the drilling of 
the test well, it shall do so to the full extent of its leasehold 
contribution to the spacing unit allocated to such well, which would 
be the E/2 of the above described Section 32. A mutually 
acceptable Operating Agreement will be entered by ARCO and 
MARATHON, with ARCO designated as operator, to govern this 
operation prior to the drilling of this well. 

4. In the event that MARATHON elects not to participate in the drilling 
of the test well, MARATHON will farmout all of its leasehold interest 
to ARCO in the NE/4 of said Section 32, Township 17 South, Range 
28 East, Eddy County, New Mexico on the following basis: 

A. Within 180 days of the execution of a formal Farmout 
Agreement, ARCO will commence or cause to be commenced 
the drilling of an initial test well at approximately the above 
referenced location. Thereafter, said well shall be drilled to a 
depth of 10,550' or to a depth sufficient to adequately test the 
Morrow formation, whichever is the lesser depth. 

B. Upon completion of a well capable of producing in paying 
quantities, ARCO shall earn an assignment of all 
MARATHON'S leasehold interest in the NE/4 of said Section 
32, insofar and only insofar as same is included with the 
geographic boundary of the proration unit for said well, from 
below the base of the ABO formation down to a depth of 100' 
below the total depth drilled. MARATHON shall retain an 
overriding royalty interest in an amount being equal to the 
difference between all existing leasehold burdens and twenty-
five percent (25%). 

C. Any overriding royalty interest retained by MARATHON will be 
subject to proportionate reduction. 

D. The only penalty for failure to commence the drilling of said 
initial well, would be the termination of said Farmout 
Agreement. 
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If you are in agreement with all of the above terms, please so indicate by 
signing below in the space so indicated and return one (1) copy of this 
letter to the undersigned. 

Very truly yours, 
ARCO Permian 

Lee M. Scarborough 
Land Director 

ACCEPTED AND AGREED TO THIS ^ DAY OF DECEMBER 1995. 

Marathon Oil Company 



ARCO Permian 
600 North Manenrela 
Midlana TX 79701-4373 
PO Box 1610 
Midlana TX 79702-1610 
Telephone 915 688 5200 

November 2, 1995 

Fina Oil and Chemical Company 
P. O. Box 299 
Midland, Texas 79702 

Attention: Ms. Kitty Chalfant 

Certified Mail - Return Receipt Requested 

RE: Dancer 32 State Com. No. 1 Well 
Township 17 South, Range 28 East 
Section 32: SE/4NE/4 
Eddy County, New Mexico 

Gentlemen: 

Please be advised that ARCO Permian, a unit of Atlantic Richfield Company, 
hereinafter referred to as "ARCO", hereby proposes the drilling of an 10,550' Morrow 
test well at a location approximately 1700' FNL & 1000' FEL of Section 32, Township 
17 South, Range 28 East, Eddy County, New Mexico. It is currently anticipated that 
the drilling and proration unit for this well would be the W/2 of said Section 32. 
Attached hereto for your perusal, you will find a copy of our drilling cost estimate for 
this well which indicates a dry hole cost of $496,800 and total completed well cost of 
$713,800. 

Please indicate your election below of either to participate or not to participate in the 
drilling of this well and return one (1) copy of this letter to the undersigned. In the 
event that Fina Oil and Chemical Company desires to participate in the drilling of this 
well, l will be happy to submit an Operating Agreement to you for your review. In the 
event that Fina Oil and Chemical Company does not desire to participate in the 
drilling of this well, then ARCO hereby requests a Farmout of your leasehold interest 
in the E/2 of Section 32, Township17 South, Range 28 East, Eddy County, New 
Mexico on the following basis: 

1. Within 180 days of the execution of a formal Farmout Agreement, ARCO 
will commence or cause to be commenced the drilling of an initial test well 
at the above referenced location. Thereafter, said well shall be drilled to a 
depth of 11,100' or to a depth sufficient to adequately test the Morrow 
formation, whichever is the lesser depth. 
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2. Upon completion of a well capable of producing in paying quantities, 
ARCO shall earn an assignment of all your leasehold interest in the E/2 of 
said Section 32, insofar as same is included with the proration unit for said 
well, from the base of the ABO formation down to a depth of 100' below the 
total depth drilled. Fina Oil and Chemical Company shall retain an 
overriding royalty interest in an amount being equal to the difference 
between all existing burdens and twenty percent (20%). 

3. Any overriding royalty interest retained by Fina Oil and Chemical 
Company will be subject to proportionate reduction. 

4. Any acreage not previously earned by drilling the initial well, could be 
earned by the drilling of subsequent wells by not allowing more than 180 
days to elapse between the completion of one well and the commencement 
of the next well. 

5. The only penalty for failure to commence the drilling of said initial well, 
would be the termination of said Farmout Agreement. 

Should you have any questions or problems concerning this matter, please do not 
hesitate to contact me by telephone at (915) 688-5237. 

Sincerely, 

ARCO Permian 

John E. Lodge 
Land Director 

JEL:pc 
Enclosure 
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Fina Oil and Chemical Company hereby elects TO participate in the 
drilling of the Dancer 32 State Com. No. 1 Weil 

Fina Oil and Chemical Company 

By: Date:. 

Fina Oil and Chemical Company hereby elects NOT TO participate in the 
drilling of the.Dancer 32 State Com. No. 1 Well 

Fina Oil and Chemical Company 

By: Date:. 

Fina Oil and Chemical Company hereby elects to Farmout its leasehold interest 
to ARCO as described above for the drilling of the Dancer 32 State Com. No. 1 
Well 

Fina Oil and Chemical Company 

By: Date: 
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13 3/8 " O D f r o m 0 ft. to 503 10.000 b 1 3 1000 
8 5/8 * OD from 0 ft. t o 2600 21.000 b 6 b 21.00 

' OD f rom ft. t o 

5 1 / 2 " O D f r o m 0 f t . t o 10550 60.000 b b b 6000 
2 7/8 - O D f r o m 0 ft. to 10.000 50.000 b 2 / 5000 

" O D f rom ft. t o 

' O D f rom ft. t o 

2. Caslnghead. Tublngnead. Christmas free 5 0 0 0 8 0 0 0 5 0 4 130C 
3. Tubing Accessories 4 0 0 0 5 0 6 40C 
4. Artificial Lift Accessories S 0 7 
5. Well Protective Structures 5 0 a 
6. Unclassified 1500 21100 0 0 0 30C 
7. Additional Basis (Sub 650) 

Caslnghead. Tubtngheod. Christmas Tree w s 0 4 
Tubing Accessories s 0 6 
Artificial Lift Accessories 5 0 7 
WeU Protective Structures 5 0 6 

TOTAL TANGIBLES 37.000 0 124,000 1610C 

Intangible Costs - S U B 6 0 0 
8. Contract Engineering Technical 16X300 4.000 0 1 3 200C 
9. Boat Operations 0 5 3 
10. Minor Supplies 0 7 ft 
11. Electric Power ana Light 2 4 1 
12 Diesel Fuel 2 4 2 
13. Natural Gas 2 4 3 
14. Water 10000 5O00 2 4 6 150C 
IS. Prooerrv and Equipment Rentals 4 0 0 0 2 0 0 0 2 4 ft 60C 
16. Security. Safety, and Hreftahttng 2.000 2 0 0 0 2 5 0 40C 
17. Tubular Testing, and Inspection 2.000 3.000 5 0 3 5JOC 

18. Trucking fubulars 2.000 4O00 5 0 9 60C 
19. Casing Accessories 5O00 5 0 0 0 5 1 2 100C 
20. Site Preparation a n d Maintenance 20000 5O00 5 1 4 2&£L 
21. Permits. Insurance, and Oamanges 3 0 0 0 5 1 5 30C 
22. Rig Moving Expense 5 1 7 
23. Shoreboses S 2 1 
24. Camp Housekeeping S 2 2 
25. Reclamation 2 0 0 0 2.000 5 2 5 40L 
26. Air Freight and rransporratton S 2 8 
27. Disposal ana Cleanup 5 0 0 0 2.000 5 3 1 70C 



ARCO Permian a unit of Atlantic Richfield Company Drilling Cost Estimate - Page 2 

Walnom* 

Dancer 32 State Com #1 
Lxi Original 
1 I SuDDiement Original/Revision Indicator 

Location 

Eddy County, New Mexico 
- 1 AFC N o . l=Original H I 

2=Revlsion 1 1 

DUfilct 

SE New Mexico Asset Area 

- 1 AFC N o . l=Original H I 

2=Revlsion 1 1 

Intangible Costs (Cont'd) - SUB 600 Drilling Evaluation Completion 

• e m Total Gross Dolors 1 

1 
28. Contract Footage Drillng 

Q ft. O S ODD. Derfoot 

•jrt" « 

5 3 2 01 
29. Contract Drilling Daywork 

Drffllng 34 days «* ! 4 SOO on per day 162000 

T*p»*e <!"i"''" 

5 3 3 162000! 

30. Mobilization. Demobilization & Rig Mod. 30O00 5 3 4 30O00I 

31. Roads and Airstrips 5 3 6 01 

32. Completion/Workover Daywork 

Jfl days & '. 1.000.00 per acv 10.000 5 4 2 

! 
IOOOO: 

33. Drill String & BHA Rental 1.000 5 4 3 1000: 
34. WeU Control Eaulpment 1000 5 4 7 iocs: 
35. Bih.Underreamers.& Hole Opener* 

50000 1000 

- i ! 

i . . 50000 1000 5 4 a 51000 

36. Drilling Mud and Transportation 30 000 5 5 1 30O00 

37. Drilling Mud Equipment a n d Services 5000 5 5 2 5000 

38. Completion fluids 2.000 5 5 3 2D00 

39. Open Hole Surveys 20000 5 5 7 20000 

4a Wireline Work 5 5 9 0 

41. Formation Monitoring 8000 # 
• 

5 6 0 8000 

42. Cased Hole Surveys a n d pert. Fees 8000 5 6 1 8000 

43. Surface Well Test Eaulpment 1.000 5 6 3 1O00 

44. Coring and Analysis 5 6 6 0 

45. Drill Stem Test Equipment 5000 5 7 2 5000 

46. Fracturing. Acidizing, and Gravel Pack 5 7 7 0 

47. Divers 5 7 8 0 

48. Fishing Tool Rental 5 8 0 0 

49. Directional Drilling Tool Rental 25O00 5 6 1 25O0C 

50. Telecommunications & Navigational Needs 5 8 2 0 

51. Material Losses 5 8 8 c 
52. Capitalized Overhead 36.800 16000 6 0 4 52 JOG 

53. Cement Running Fees tor Casing & Tubing 

133 /8 ' OD 400 Sacks 4000 6 1 3 4O0C 

8 5 / 8 ' OD 1000 Sacks 8 OOO 6 8 5 8O0C 

5 1/2 ' OD 1000 Sacks 17000 6 5 5 17O0C 

C 

54. Cement ing - Saueezes & Plugs 6 9 9 C 

55. Unclassified 5000 2000 0 0 0 7O0C 

C 

C 

TOTAL INTANGIBLES 459.800 C 93O00 552XC 

TOTAL COST (Tangib les ft i n t a n g l b l e i ) 496.80C 0 217.00G 713.80C 

EVALUATED COST 496,800 ^ • " r 1 . a l ' - ' 

1 C O M PI m m WELL COST 71 A arm 



ARCO Permian 
j j w k k . 500 Nortn Manenteid 
" ^ H ^ " Midlana TX 79701 -~3 -3 

, r PO Box 1610 
Midland TX 79702-16*0 
^eleonone 915 588 52C0 

November 2, 1995 

Coronado Exploration Corporation 
c/o Cibola Energy Corporation 
1005 Marquette Ave. NW 
Albuquerque, New Mexico 87102-1937 

Certified Mail - Return Receipt Requested 

RE: Dancer 32 State Com. No. 1 Well 
Township 17 South, Range 28 East 
Section 32: SE/4NE/4 
Eddy County, New Mexico 

Gentlemen: 

Please be advised that ARCO Permian, a unit of Atlantic Richfield Company, 
hereinafter referred to as "ARCO", hereby proposes the drilling of an 10,550' Morrow 
test well at a location approximately 1700' FNL & 1000' FEL of Section 32, Township 
17 South, Range 28 East, Eddy County, New Mexico. It is currently anticipated that 
the drilling and proration unit for this well would be the W/2 of said Section 32. 
Attached hereto for your perusal, you will find a copy of our drilling cost estimate for 
this well which indicates a dry hole cost of $496,800 and total completed well cost of 
$713,800. 

Please indicate your election below of either to participate or not to participate in the 
drilling of this well and return one (1) copy of this letter to the undersigned. In the 
event that Coronado Exploration Corporation desires to participate in the drilling of 
this well, I will be happy to submit an Operating Agreement to you for your review. In 
the event that Coronado Exploration Corporation does not desire to participate in the 
drilling of this well, then ARCO hereby requests a Farmout of your leasehold interest 
in the E/2 of Section 32, Township17 South, Range 28 East, Eddy County, New 
Mexico on the following basis: 

1. Within 180 days of the execution of a formal Farmout Agreement, ARCO 
will commence or cause to be commenced the drilling of an initial test well 
at the above referenced location. Thereafter, said well shall be drilled to a 
depth of 11,100* or to a depth sufficient to adequately test the Morrow 
formation, whichever is the lesser depth. 



Coronado Exploration Corporation 
November 2,1995 
Page 2 

2. Upon completion of a well capable of producing in paying quantities, 
ARCO shall earn an assignment of all your leasehold interest in the E/2 of 
said Section 32, insofar as same is included with the proration unit for said 
well, from the base of the ABO formation down to a depth of 100' below the 
total depth drilled. Coronado Exploration Corporation shall retain an 
overriding royalty interest in an amount being equal to the difference 
between all existing burdens and twenty percent (20%). 

3. Any overriding royalty interest retained by Coronado Exploration 
Corporation wiil be subject to proportionate reduction. 

4. Any acreage not previously earned by drilling the initial well, could be 
earned by the drilling of subsequent wells by not allowing more than 180 
days to elapse between the completion of one well and the commencement 
of the next well. 

5. The only penalty for failure to commence the drilling of said initial well, 
would be the termination of said Farmout Agreement. 

Should you have any questions or problems concerning this matter, please do not 
hesitate to contact me by telephone at (915) 688-5237. 

Sincerely, 

ARCO Permian 

John E. Lodge 
Land Director 

JEL:pc 
Enclosure 



Coronado Exploration Corporation 
November 2,1995 
Page 3 

Coronado Exploration Corporation hereby elects J_0 participate in the 
drilling of the Dancer 32 State Com. No. 1 Well 

Coronado Exploration Corporation 

By: Date:. 

Coronado Exploration Corporation hereby elects NOT TO participate in the 
drilling of the.Dancer 32 State Com. No. 1 Well 

Coronado Exploration Corporation 

By: Date: 

Coronado Exploration Corporation hereby elects to Farmout its leasehold 
interest to ARCO as described above for the drilling of the Dancer 32 State 
Com. No. 1 Well 

Coronado Exploration Corporation 

By: Date: 



A R C O Permian a unit of Atlantic Richfield Company Drilling Cost Estimate - Page 1 

I I Supplement HP Original 
We* name TD 

Dancer 32 State Com #1 10550' 
-ocafion 

SE/4 NE/4, Section 32, T-17-S. R-28-E. Eddy County, r ̂ Jew Mexico 
District Area or Group field 

SE New Mexico Asset Area Empire 
Cb)ective 

Morrow ® 10150 Ft. 
Gen Data Processln q Information 

1 x 1 Development 9171 m Single . | r - AFC No. Original/Revision Indicator 

1 1 Exploratory 

I 1 Workover/ 

9172 

9171 

1 1 Dual 

1 ! Multiple 

l=Orlgtnat 

2=Revision 

Recompletion 

Tangible Costs - SUB 500 and 550 
1. Tubular gooas Drilling Evaluation Completion El em Total Gross Dollars 

13 3/8 - O D f r o m 0 ft. to 500 i 0.0001 5 1 1000C 
8 5/8 - O D f r o m 0 ft. to 2600 21.0001 6 8 6 2i.oa 

' OD f rom ft. to 
5 1 / 2 ' O D f r o m 0 ft. to 10550 GO .000 5 5 5 60 oa 
2 7/8 - O D f r o m 0 ft. to 10000 50O00 b 2 / 5 0 0 0 

• OD from ft. to 

' OD from ft. t o 

2. Caslngheaa. Tubingheaa. Christmas Tree 5 0 0 0 8 0 0 0 5 0 4 1300 
3. Tubing Accessories 4,000 5 0 6 4 0 0 
4. Artificial Lift Accessories 5 0 7 
5. Wed Protective Structures 5 0 6 
6. Unclassified 1,000 2 OOO 0 0 a 3 0 0 
7. Additional Basis (Sub 550) 

Casinghead. Tublngheod. Christmas Tree s 0 4 
Tubing Accessories 5 0 6 
Artificial Lift Accessories 5 0 7 
Well Protective Structures 5 0 8 

TOTAL TANGIBLES 37.000 0 124.000 16100 

Intangible Costs - S U B 6 0 0 
8. Contract Engineering Technical 16.000 4O00 0 1 3 20OC 
9. Boat Operations 0 5 3 

10. Minor Supplies 0 7 6 

11. Electric Power and Light 2 4 1 

12. Diesel Fuel 2 4 2 
13. Natural Gas 2 4 3 

14. Water 10000 5 0 0 0 2 4 6 150C 
15. Property and Eaulpment Rentals 4O00 2.000 2 4 6 60C 
16. Security, Safety, and Hreflghting 21X30 2 0 0 0 2 5 0 40C 
17. Tubular Testing, and Inspection 2X00 3.000 5 0 3 50C 
18. Trucking Tubular* 2 0 0 0 4 0 0 0 5 0 9 60C 
19. Casing Accessories 5O00 5 0 0 0 5 1 2 100C 
20. Site Preparation and Maintenance 20000 5 0 0 0 5 1 4 250C 
21. Permits. Insurance, a n d Damanges 3 0 0 0 5 1 5 30L 

22. Rig Moving Expense 5 1 7 

23. Shorebases 5 2 1 

24. Camp Housekeeping S 2 2 

25. Reclamation 2000 2.000 5 2 5 40C 

26. Air Freight and Transportation S 2 8 

27. Disposal a n d Cleanup 5 0 0 0 21X30 5 3 1 70C 



ARCO P e r m i a n a unit of Atlantic Richfield Company Drilling Cost Estimate - Page 2 

VMnom* 

Dancer 32 State Com #1 
Lxl Original 
1 I Supplement Original/Revision Indicator 

Location 

Eddy County, New Mexico 

AFC N o . l=Orlglnal H I 

2=Revlsion L 1 

District 

SE New Mexico Asset Area 

AFC N o . l=Orlglnal H I 

2=Revlsion L 1 

Intangible Costs (Cont'd) - SUB 600 Drilling Evaluation Completion 

Bern Total Cross Dollars 

28. Contract f oo tage Drlllng 

Q ft. S S OQQ per foot 5 3 2 

29. Contract Drilling Daywork 

Drilling 3fi davs & ! 4^Q£LDQ per aav 162000 5 3 3 16200 

30. Mobilization. Demobilization & Rig Mod. 30000 5 3 4 3 0 0 0 

31. Roads ana Airstrips 5 3 6 

32. Completion/Workover Daywork 

l Q d c v s a . ' 1 .000.00 n s r a a v 10.000 5 4 2 100C 

33. Drill String & BHA Rental 1.000 5 4 3 1.00 

34. Well Control Eaulpment 1.000 5 4 7 IOC 

35. Bits. Underreamers. 4 Hols Openeis 

• i < 50000 1.000 

... 

5 4 6 51OC 

36. Drilling Mud and Transportation 30000 5 5 1 30 OC 

37. Drilling Mud Eauipment a n d Services 5.000 5 5 2 50C 

38. Completion Hulas 2.000 5 5 3 20C 

39. Open Hole Surveys 20000 5 5 7 200C 

40. Wireline Work 5 5 9 

41. Formation Monitoring 8 0 0 0 5 6 0 80C 

42. Cased Hole Surveys and pert. Fees 8O00 5 6 1 80C 

43. Surface Well Test Eaulpment 1.000 5 6 3 IOC 

44. Coring and Analysis 5 6 6 

45. Drill Stem Test Eauipment 5.000 5 7 2 50C 

46. Fracturing. Acidizing, and Gravel Pack 5 7 7 

47. Divers 5 7 8 

48. Fishing Tool Rental 5 8 0 

49. Directional Drilling Tool Rental 25000 5 8 1 250C 

50. Telecommunications & Navigational Needs 5 8 2 

51. Material Losses 5 8 8 

52. Capitalized Overhead 36.800 16O00 6 0 4 52.8C 

53. Cement Running Fees for Casing & Tubing 

13 3/8 ' OD 400 Sacks 4 0 0 0 6 1 3 40C 

8 5 / 8 * OD 1000 Sacks 8 0 0 0 6 8 5 80C 

5 1 / 2 * OD 1000 Sacks 17.000 6 5 5 170C 

54. Cementing - Squeezes & Plugs 6 9 9 

55. Unclassified 5 0 0 0 2 0 0 0 0 0 0 70C 

TOTAL INTANGIBLES 459,800 0 93O00 552JBL 

TOTAL COST (Tanglbtot ft Intangibles) 496.800| 0 217000 

EVALUATED COST 496,800 i . ' \" .'1 !.< A t 

I t n i l 1 

,,Ul̂ Sk3&fr''3:,«i3^,*::l;",r- • 
7 1 * o n n 

i . ' \" .'1 !.< A t 

I t n i l 1 



ARCO P e r m i a n 
500 North Manemeia 
Midland TX 79701-4373 
PO Box 1610 
Midland TX 79702-1610 
Telerjnone 915 688 5200 

November 2, 1995 

Conoco, Inc. 
10 Desta Drive West 
Midland, Texas 79705 

Attention: Mr. Warren Richardson 

Certified Mail - Return Receipt Requested 

RE: Dancer 32 State Com. No. 1 Well 
Township 17 South, Range 28 East 
Section 32: SE/4NE/4 
Eddy County, New Mexico 

Gentlemen: 

Please be advised that ARCO Permian, a unit of Atlantic Richfield Company, 
hereinafter referred to as "ARCO", hereby proposes the drilling of an 10,550' Morrow 
test well at a location approximately 1700' FNL & 1000' FEL of Section 32, Township 
17 South, Range 28 East, Eddy County, New Mexico. It is currently anticipated that 
the drilling and proration unit for this well would be the W/2 of said Section 32. 
Attached hereto for your perusal, you will find a copy of our drilling cost estimate for 
this well which indicates a dry hole cost of $496,800 and total completed well cost of 
$713,800. 

Please indicate your election below of either to participate or not to participate in the 
drilling of this well and return one (1) copy of this letter to the undersigned. In the 
event that Conoco, Inc. desires to participate in the drilling of this well, I will be happy 
to submit an Operating Agreement to you for your review. In the event that Conoco, 
Inc. does not desire to participate in the drilling of this well, then ARCO hereby 
requests a Farmout of your leasehold interest in the E/2 of Section 32, Township17 
South, Range 28 East, Eddy County, New Mexico on the following basis: 

1. Within 180 days of the execution of a formal Farmout Agreement, ARCO 
will commence or cause to be commenced the drilling of an initial test well 
at the above referenced location. Thereafter, said well shall be drilled to a 
depth of 11,100' or to a depth sufficient to adequately test the Morrow 
formation, whichever is the lesser depth. 



Conoco, Inc. 
November 2,1995 
Page 2 

2. Upon completion of a well capable of producing in paying quantities, 
ARCO shall earn an assignment of all your leasehold interest in the E/2 of 
said Section 32, insofar as same is included with the proration unit for said 
well, from the base of the ABO formation down to a depth of 100* below the 
total depth drilled. Conoco, Inc. shall retain an overriding royalty interest in 
an amount being equal to the difference between all existing burdens and 
twenty percent (20%). 

3. Any overriding royalty interest retained by Conoco, Inc. will be subject to 
proportionate reduction. 

4. Any acreage not previously earned by drilling the initial well, could be 
earned by the drilling of subsequent wells by not allowing more than 180 
days to elapse between the completion of one well and the commencement 
of the next well. 

5. The only penalty for failure to commence the drilling of said initial well, 
would be the termination of said Farmout Agreement. 

Should you have any questions or problems concerning this matter, please do not 
hesitate to contact me by telephone at (915) 688-5237. 

Sincerely, 

ARCO Permian 

John E. Lodge 
Land Director 

JEL:pc 
Enclosure 



Conoco, Inc. 
November 2,1995 
Page 3 

Conoco, Inc. hereby elects TO participate in the drilling of the Dancer 32 
State Com. No. 1 Weil 

Conoco, Inc. 

By: Date:. 

Conoco, Inc. hereby elects NOT TO participate in the drilling of the.Dancer 32 
State Com. No. 1 Well 

Conoco, Inc. 

By: Date:. 

Conoco, Inc. hereby elects to Farmout its leasehold interest to ARCO as 
described above for the drilling of the Dancer 32 State Com. No. 1 Well 

Conoco, Inc. 

By: Date: 



ARCO Permian a unit of Atlantic Richfield Company Drilling Cost Estimate - Page 1 
I I Supplement P7! Original 

Wsinams- TO 

Dancer 32 State Com #1 10550' 
Location — - — 

SE/4 NE/4, Section 32. T-17-S, R-28-E, Eddv County, ^Jew Mexico 
OisMct Arsa or Group FMd 

SE New Mexico Asset Area Empire 
Objective 

Morrow 10150 Ft. @ 
Gen Data Processing Information 

1 x | Development 9171 f~71 Single . HI AFC No. Orlglnal/Revlskjn Indicator 

1 1 Exploratory 

1 1 Workover/ 

9172 

9171 

1 1 Dual 

1 1 Multiple 

l=Orlgtnal 

2=Revlsion LD 
Recompletion 

Tangible Costs - SUB SOO and 550 
1. Tubular goo as Drilling Evaluation Completion • e m Total Gross OoMars 

13 3/8 " O D f r o m 0 ft. to 500 10.000 5 1 10.00C 
8 5/8 • OD f rom 0 ft. t o 2600 21.000 5 8 b 2i.oa 

" OD f rom ft . t o 

5 1/2 - O D f r o m 0 ft. to 10550 60.000 b b b 6000: 
2 7/8 ' O D f r o m 0 ft. to 10O00 50 O00 6 / 50 oa 

" O D f r o m ft. t o 

" O D f rom ft . t o 

2 Caslngneaa. Tublnghead. Christmas Tree 5000 8000 5 0 4 1300 
3. Tubing Accessories 4000 5 0 6 400 
4. Artificial Lift Accessories 5 0 7 
5. Well Protective Structures 5 0 8 
6. Unclassified 1O00 2.000 0 0 0 300 
7. Aaafflona! Bash (Sub 650) 

Casfnghead. Tublnghead. Christmas Tree 5 0 4 
Tubing Accessories 5 0 6 
Artificial Lift Accessories 5 0 7 
Well Protective Structures S 0 8 

TOTAL TANGIBLES 37000 0 124.000 1610C 

Intangible Costs -SUB 600 
8. Contract Engineering Technical 16.000 4O00 0 1 3 20OC 
9. Boat Operations 0 5 3 
10. Minor Supplies 0 7 8 
11. Electric Power a n d Light 2 4 1 

12. Diesel Fuel 2 4 2 
13. Natural Gas 2 4 3 

14. Water 10O00 5 OOO 2 4 6 150C 
15. Property a n d Eauipment Rentals 4000 2000 2 4 6 60L 
16. Security. Safety, a n d Hreflghttng 2000 2000 2 5 0 40C 
17. Tubular Testing, a n d Inspection 2XO0 3 XO0 5 a 3 50C 
18. Trucking Tubulars 2.000 4000 5 0 9 601 
19. Casing Accessories 5.000 5.000 5 l 2 100C 
20. Site Preparation a n d Mc*r tenance 20O00 5000 5 l 4 25A 
21. Permits. Insurance, ana Damanges 3000 S 1 5 301 
22. Rig Moving Expense 5 l 7 
23. Shorebases 5 2 1 
24. Camp Housekeeping S 2 2 

25. Reclamation 2000 2 OOO 5 2 S ASX 
26. Air Freight a n d Trortsporratlon 5 2 8 

27. Disposal a n d Cleanup 5 OOO 2X100 5 3 1 7XX 



ARCO P e r m i a n a unit of Atlantic Richfield Company Drilling Cost Estimate - Page 2 

Watncm* 

Dancer 32 State Com #1 • 
Original 
Supplement Original/Revision Indicator 

l=Origlnal pj j 
2=fteviston 1 | 

Location 

Eddy County, New Mexico 

I t • • AFC No. 

Original/Revision Indicator 

l=Origlnal pj j 
2=fteviston 1 | 

Location 

Eddy County, New Mexico 

Original/Revision Indicator 

l=Origlnal pj j 
2=fteviston 1 | 

Ostilct 

SE New Mexico Asset Area 

Original/Revision Indicator 

l=Origlnal pj j 
2=fteviston 1 | 

Ostilct 

SE New Mexico Asset Area 

Intanqible Costs (Cont'd) - SUB 600 Drilling Evaluation 

Bern Total Gross Oottars 

Intanqible Costs (Cont'd) - SUB 600 Drilling Evaluation Completion 

28. Contract Footage Drlllng 

Q f t . e s OQQDerfoot 

28. Contract Footage Drlllng 

Q f t . e s OQQDerfoot 8 3 2 0 

29. Contract Drilling Daywork 

Drilling 2£ days 0 ! 4 .500.00 per day 162000 

29. Contract Drilling Daywork 

Drilling 2£ days 0 ! 4 .500.00 per day 162000 5 3 3 162O0C 

30. Mobilization. Demobilization & Rig Mod . 30O00 5 3 4 3000C 

31. Roaos and Alrstrtos 5 3 6 c 
32 Completion/Workover Daywork 

1Q days @ .' 1 000.00 per day 10.000 

32 Completion/Workover Daywork 

1Q days @ .' 1 000.00 per day 10.000 5 4 2 10O0C 

33. Drill String & BHA Rental 1.000 5 4 3 1J0DC 
34. Wed Control Eauipment 1000 5 4 7 1O0C 
35. Bih.0nderrecrnen.& Hole Openers 

• • • 
• * * 

50000 1000 

"in 
1 

35. Bih.0nderrecrnen.& Hole Openers 

• • • 
• * * 

50000 1000 5 4 8 51O0C 

36. Drilling Mud and Transportation 30000 5 5 1 3000C 

37. Drilling Mud Eauipment a n d Services 5000 5 5 2 5XXX 

38. Completion Fluids 2000 5 5 3 20a 

39. Open Hole Surveys 20X100 5 5 7 20xa 
40. Wireline Work 5 5 9 ( 
41. Formation Monitoring 8000 * 5 6 0 8XXX 

42. Cased Hole Surveys a n d perf. Fees 8O00 5 6 1 8oa 
43. Surface WeU Test Eaulpment 1.000 5 6 3 10a 

44. Coring and Anatvsh 5 6 6 

45. Drill Stem Test Eguipment 5.000 5 7 2 50a 

46. Fracturing. Acidizing, a n d Gravel Pack 5 7 7 ( 

47. Divers 5 7 8 [ 

48. Fishing Tool Rental 5 6 0 ( 

49. Directional Drilling Tool Rental 25000 5 6 1 2500 

50. Telecommurtcarlons & Navigational Needs 5 6 2 1 

51. Material Losses 5 6 8 i 

52 Capitalized Overhead 36,800 16000 6 0 4 52.80 

53. Cement Running Fees for Casing & Tubing 

133/8 ' OD 400 Sacks 4000 

53. Cement Running Fees for Casing & Tubing 

133/8 ' OD 400 Sacks 4000 6 1 3 400 

85/8 ' OD 1000 Sacks 8000 6 8 5 80C 

5 1/2 ' OD 1000 Sacks 17000 6 5 5 170C 

54. Cementing - Saueezes & Plugs 6 9 9 

55. Unclassified 5XC0 2000 0 0 0 70C 

TOTAL INTANGIBLES 459.800 0 93000 552K 

TOTAL COST (TanglbiM ft sntanqiblsw) 496.800 C 217.000 713.8C 

EVALUATED COST 496,800 ;^™*:tbii;ji-SJ 

f v u i D i c r t n u i n i r»rt«T 713 son 



ARCO P e r m i a n 
500 North Marienfeld 
Midlana TX 79701-4373 
PO Box 1610 
Midland TX 79702-1610 
Telephone 915 688 5200 

November 2, 1995 

Marico Exploration, Inc. 
207 South 4th 
Aratesia, New Mexico 88210 

Certified Mail - Return Receipt Requested 

RE: Dancer 32 State Com. No. 1 Well 
Township 17 South, Range 28 East 
Section 32: SE/4NE/4 
Eddy County, New Mexico 

Gentlemen: 

Please be advised that ARCO Permian, a unit of Atlantic Richfield Company, 
hereinafter referred to as "ARCO", hereby proposes the drilling of an 10,550* Morrow 
test well at a location approximately 1700' FNL & 1000' FEL of Section 32, Township 
17 South, Range 28 East, Eddy County, New Mexico. It is currently anticipated that 
the drilling and proration unit for this well would be the W/2 of said Section 32. 
Attached hereto for your perusal, you will find a copy of our drilling cost estimate for 
this well which indicates a dry hole cost of $496,800 and total completed well cost of 
$713,800. 

Please indicate your election below of either to participate or not to participate in the 
drilling of this well and return one (1) copy of this letter to the undersigned. In the 
event that Marico Exploration, Inc. desires to participate in the drilling of this well, I 
will be happy to submit an Operating Agreement to you for your review. In the event 
that Marico Exploration, Inc. does not desire to participate in the drilling of this well, 
then ARCO hereby requests a Farmout of your leasehold interest in the E/2 of 
Section 32, Township17 South, Range 28 East, Eddy County, New Mexico on the 
following basis: 

1. Within 180 days of the execution of a formal Farmout Agreement, ARCO 
will commence or cause to be commenced the drilling of an initial test well 
at the above referenced location. Thereafter, said well shall be drilled to a 
depth of 11,100' or to a depth sufficient to adequately test the Morrow 
formation, whichever is the lesser depth. 



Marico Exploration, Inc. 
November 2,1995 
Page 2 

2. Upon completion of a well capable of producing in paying quantities, 
ARCO shall earn an assignment of all your leasehold interest in the E/2 of 
said Section 32, insofar as same is included with the proration unit for said 
well, from the base of the ABO formation down to a depth of 100' below the 
total depth drilled. Marico Exploration, Inc. shall retain an overriding royalty 
interest in an amount being equal to the difference between all existing 
burdens and twenty percent (20%). 

3. Any overriding royalty interest retained by Marico Exploration, Inc. will be 
subject to proportionate reduction. 

4. Any acreage not previously earned by drilling the initial well, could be 
earned by the drilling of subsequent wells by not allowing more than 180 
days to elapse between the completion of one well and the commencement 
of the next well. 

5. The only penalty for failure to commence the drilling of said initial well, 
would be the termination of said Farmout Agreement. 

Should you have any questions or problems concerning this matter, please do not 
hesitate to contact me by telephone at (915) 688-5237. 

Sincerely, 

ARCO Permian 

John E. Lodge 
Land Director 

JEL:pc 
Enclosure 



Marico Exploration, Inc. 
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Marico Exploration, Inc. hereby elects TO participate in the drilling of the 
Dancer 32 State Com. No. 1 Well 

Marico Exploration, Inc. 

By: Date:. 

Marico Exploration, Inc. hereby elects NOT TO participate in the drilling of the 
Dancer 32 State Com. No. 1 Well 

Marico Exploration, Inc. 

By: Date:. 

Marico Exploration, Inc. hereby elects to Farmout its leasehold interest to 
ARCO as described above for the drilling of the Dancer 32 State Com. No. 1 
Well 

Marico Exploration, Inc. 

By: Date: 



ARCO Permian a unit of Atlantic Richfield Company Drilling Cost Estimate - Page 1 

I I Supplement |~7I Original 
w*incm» TD 

Dancer 32 State Com #1 10550' 
Location — 

SE/4 NE/4, Section 32. T-17-S. R-28-E. Eddy County. ^ew Mexico 
District Area or Group Rsid 

SE New Mexico Asset Area Empire 
Ob|*ctiva 

Morrow @ 10150 Ft. @ 
Gen Data Processing Information 

f x " ] Development 9171 f / y l Single itwywrt^ Crlginai/Revlsian Indicator 

1 1 Exploratory 

1 1 Workover/ 

9172 

9171 

1 1 Dual 

1 I Multiple 

l=Origlnal 

2=Revtston 

Recompletion 

Tangible Costs - SUB 500 and 550 
1. Tubular gooas Drilling Evaluation Completion • e m Total Cress Dollars 

13 3/8 " O D f r o m 0 ft. to 500 i 0.000 b 1 3 100C 
8 5/8 " OD from 0 ft. t o 2600 21.000 b 8 b 2i.a 

" OD f rom ft . t o 
5 1/2 " O D f r o m 0 f t . t o 10550 60000 b b b 6 0 0 
2 7/8 • O D f r o m 0 f t . t o 10000 50000 b 'A 7 5 0 0 

" O D f r o m ft. t o 

" O D f r o m ft. t o 

2 Casingnead. Tublnghead. Christmas Tree 5 0 0 0 8X300 5 0 4 1 3 0 
3. Tubing Accessories 4 0 0 0 5 0 6 4 0 
4. Artificial Lift Accessories 5 0 7 
5. WeU Protective Structures 5 0 6 
6. Unclassified 1000 2 0 0 0 0 a 0 3 0 
7. Additional Basis (Sub 650) 

Caslnghead. Tublnghead. Christmas Tree 
t 5 0 4 

Tubing Accessories 5 0 6 
Artificial Lift Accessories 5 0 7 
Well Protective Structures 5 0 6 

TOTAL TANGIBLES 37000 0 124000 1610 

Intangible Costs - S U B 6 0 0 
8. Contract Engineering Technical 16000 4 0 0 0 0 l 3 2 0 0 
9. Boat Operations 0 5 3 
10. Minor Supplies 0 7 6 
11. Electric Power a n d Light 2 4 1 
12 Diesel Fuel 2 4 2 
13. Natural Gas 2 4 3 
14. Water 10.000 5 0 0 0 2 4 6 150 
15. Property and Eduipment Rentals 4 0 0 0 2.000 2 4 6 6 0 
16. Security. Safety, and Flrefighting 2X100 2 0 0 0 2 5 0 4 0 
17. Tubular Testing, and Inspection 2.000 3 0 0 0 5 0 3 5.0 
IB. Trucking Tubulars 2XC0 4 0 0 0 5 0 9 6 0 
19. Casing Accessories 5 0 0 0 5O00 5 1 2 100 
20. Site Preparation and Maintenance 20X100 5 0 0 0 5 1 4 25X 
21. Permits. Insurance, and Damanges 3 0 0 0 S 1 5 3 £ 
22. Rig Moving Expense 5 1 7 
23. Shorebases 5 2 1 
24. Camp Housekeeping S 2 2 
25. Reclamation 2 0 0 0 2 OOO 5 2 5 4 X 
26. Air Freight and Transportation 5 2 6 
27. Disposal and Cleanup 5 0 0 0 2 OOO 5 3 1 7X 



ARCO Permian a unit of Atlantic Richfield Company Drilling Cost Estimate - Page 2 

Wstnom* 

Dancer 32 State Com #1 
Lxj Original 
1 I Supplement Original/Revision Indicator 

Location 

Eddy County, New Mexico 
:# • AFC No. 1 Original pj 1 

2=Revision 1 1 

District 

SE New Mexico Asset Area 

:# • AFC No. 1 Original pj 1 
2=Revision 1 1 

Intangible Costs (Cont'd) • SUB 600 Drilling Evaluation Completion 

•em Total Cross Dolors 

28. Contract Footage Drlllng 

Q ft. « S a m Der foot 6 3 2 

29. Contract Drilling Daywork 

Drilling 26. days & .' 4^0000. per day 162000 

" (^ • " in i ",h;. •ir*irWii' 

S 3 3 162X30 

30. Mobilization. Demooilizatlon & Rig Mod. 30O00 5 3 4 30 OC 

31. Roads and Airstrips 5 3 6 

32. Compietion/Workover Daywork 

Jfl davs © : 1000.no p e r day 10000 5 4 2 100C 

33. Drill String &BHA Rental 1.000 5 4 3 10C 

34. Well Control Eaulpment 1000 5 4 7 IOC 

35. Bits. Underreamers. & Hole Openers 

• • • 
s • • 50000 1000 

••if 

i/"'v , 
5 4 6 51 OC 

36. Drilling Mud and Transportation 30O00 5 5 1 30X3C 

37. Drilling Mud Eauipment and Services 5000 5 5 2 50C 

38. Completion Fluids 2000 5 5 3 2XJC 

39. Open Hole Surveys 20X300 5 5 7 200C 

4a Wireline Work 5 5 9 

41. Formation Monitoring 8000 * 
s> 

5 6 0 8X3C 

42. Cased Hole Surveys and perf. Fees 8 OOO 5 6 1 8XX 

43. Surface WeU Test Eauipment 1.000 5 6 3 IOC 

44. Coring and Analysis 5 6 6 

45. Drill Stem Test Eauipment 5000 5 7 2 5 0 

46. Fracturing. Acldtztng. and Gravel Pack 5 7 7 

47. Divers 5 7 8 

48. Fishing Tool Rental 5 8 0 

49. Directional Drilling Tool Rental 25000 5 8 1 2 5 0 

50. Telecommunications & Navigational Needs 5 8 2 

51. Material Losses 5 8 8 

52. Capitalized Overhead 36.800 16000 6 0 4 52.8 

53. Cement Running Fees tor Casing & Tubing 

133/8 1 OD 400 Sacks 4000 

I 

6 1 3 

- v,: Ji$*Hk^ferasr. ,i iurw* 

4 0 

85/8 ' OD 1000 Sacks 8 OOO 6 8 5 8 0 

5 1/2 ' OD 1000 Sacks 17O00 6 5 5 170 

54. Cementing - Squeezes A Plugs 6 9 9 

55. Unclassified 5000 2.000 0 0 0 7 0 

TOTAL INTANGIBLES 459.800 0 93X300 552.E 

TOTAL COST (Tangibles * tatanatblM) 496.800 0 217XX30 713H 

EVALUATED COST 496,800 
r -nnDi rrrrn u/ci I r*n<?T 713 nnn 



ARCO Permian 
500 North Manenfeid 
Midlana TX 79701-4373 
PO Box 1610 
Midlana TX 79702-1610 
Telephone 915 688 5200 

November 2,1995 

St. Clair Peyton Yates, Jr. & A. J. Losee, 
Trustees of the S. P. and Estelle H. Yates 1976 Trust 
for Jennifer Shannon Yates, The S. P. and Estelle H. 
Yates 1976 Trust for Mary Beth Yates and the S. P. and 
Estelle H. Yates 1976 Trust for Peyton William Yates Davis 

110 South 4th 
Artesia, New Mexico 88210 

Certified Mail • Return Receipt Requested 

RE: Dancer 32 State Com. No. 1 Well 
Township 17 South, Range 28 East 
Section 32: SE/4NE/4 
Eddy County, New Mexico 

Gentlemen: 

Please be advised that ARCO Permian, a unit of Atlantic Richfield Company, 
hereinafter referred to as "ARCO", hereby proposes the drilling of an 10,550' Morrow 
test well at a location approximately 1700" FNL & 1000' FEL of Section 32, Township 
17 South, Range 28 East, Eddy County, New Mexico. It is currently anticipated that 
the drilling and proration unit for this well would be the W/2 of said Section 32. 
Attached hereto for your perusal, you will find a copy of our drilling cost estimate for 
this well which indicates a dry hole cost of $496,800 and total completed well cost of 
$713,800. 

Please indicate your election below of either to participate or not to participate in the 
drilling of this well and return one (1) copy of this letter to the undersigned. In the 
event that you desire to participate in the drilling of this well, I will be happy to submit 
an Operating Agreement to you for your review. In the event that you do not desire to 
participate in the drilling of this well, then ARCO hereby requests a Farmout of your 
leasehold interest in the E/2 of Section 32, Township17 South, Range 28 East, Eddy 
County, New Mexico on the following basis: 

1. Within 180 days of the execution of a formal Farmout Agreement, ARCO 
will commence or cause to be commenced the drilling of an initial test well 
at the above referenced location. Thereafter, said well shall be drilled to a 



November 2,1995 
Page 2 

depth of 11,100' or to a depth sufficient to adequately test the Morrow 
formation, whichever is the lesser depth. 

2. Upon completion of a well capable of producing in paying quantities, 
ARCO shall earn an assignment of all your leasehold interest in the E/2 of 
said Section 32, insofar as same is included with the proration unit for said 
well, from the base of the ABO formation down to a depth of 100' below the 
total depth drilled. You shall retain an overriding royalty interest in an 
amount being equal to the difference between all existing burdens and 
twenty percent (20%). 

3. Any overriding royalty interest retained by you will be subject to 
proportionate reduction. 

4. Any acreage not previously earned by drilling the initial well, could be 
earned by the drilling of subsequent wells by not allowing more than 180 
days to elapse between the completion of one well and the commencement 
of the next well. 

5. The only penalty for failure to commence the drilling of said initial well, 
would be the termination of said Farmout Agreement. 

Should you have any questions or problems concerning this matter, please do not 
hesitate to contact me by telephone at (915) 688-5237. 

Sincerely, 

ARCO Permian 

John E. Lodge 
Land Director 

JEL:pc 
Enclosure 



November 2,1995 
Page 3 

Hereby elects TO participate in the drilling of the Dancer 32 State Com. 
No. 1 Well 

St. Clair Peyton Yates, Jr. & A. J. Losee, 
Trustees of the S. P. and Estelle H. Yates 1976 Trust 
for Jennifer Shannon Yates, The S. P. and Estelle H. 
Yates 1976 Trust for Mary Beth Yates and the S. P. and 
Estelle H. Yates 1976 Trust for Peyton William Yates Davis 

By: Date:_ 

Hereby elects NOT TO participate in the drilling of the Dancer 32 State Com. 
No. 1 Well 

St. Clair Peyton Yates, Jr. & A. J. Losee, 
Trustees of the S. P. and Estelle H. Yates 1976 Trust 
for Jennifer Shannon Yates, The S. P. and Estelle H. 
Yates 1976 Trust for Mary Beth Yates and the S. P. and 
Estelle H. Yates 1976 Trust for Peyton William Yates Davis 

By: Date: 

Hereby elects to Farmout its leasehold interest to ARCO as described above 
for the drilling of the Dancer 32 State Com. No. 1 Well 

St. Clair Peyton Yates, Jr. & A. J. Losee, 
Trustees of the S. P. and Estelle H. Yates 1976 Trust 
for Jennifer Shannon Yates, The S. P. and Estelle H. 
Yates 1976 Trust for Mary Beth Yates and the S. P. and 
Estelle H. Yates 1976 Trust for Peyton William Yates Davis 

By: Date: 



ARCO Permian a unit of Atlantic Richfield Company Drilling Cost Estimate - Page 1 

I I Supplement HTI Original 
Wet rams 

Dancer 32 State Com #1 
TD 

10550' 
Location ~ — 

SE/4 NE/4, Section 32, T-17-S. R-28-E. Eddy County, New Mexico • 
•strict 

SE New Mexico Asset Area 

Area or Group FMd 

Empire 
Cb)*ctiva 

Morrow 9 10150 Ft. 9 
Gen Data Processing Information 

l~x1 Development 9171 m Single. Hjffill 1 l i r - A f O N O H l l l M i w n p ^ n , Oric^nal/RevWon Indicator 

1 1 Exploratory 

1 1 Workover/ 

9172 

9171 

1 1 Dual 

1 1 Multiple 

1-Origtnal 
2=Revtsion o 

Recompletion 

Tangible Costs - SUB 500 and 550 
1. Tubular gooas Drilling Evaluation Completion Bern Total Cross Dollars 

133/8 "ODfrom 0 ft. to 500 10000 b 1 100 
8 5/8 "ODfrom 0 ft. to 2600 21.000 b 8 b 210 

' OD from ft. to 
51/2 'ODfrom 0 ft. to 10550 60000 b b b 600 
2 7/8 "ODfrom 0 ft. to 10.000 50000 b 2 / 500 

" ODfrom ft. to 
" OD from ft. to 

2. Caslngheaa. Tubingheaa. Christmas Tree 5000 8O00 5 0 4 130 
3. Tubing Accessories 4030 5 0 6 4 0 
4. Artificial Lift Accessories S 0 7 
5. Weil Protective Structures 5 0 8 
6. Unclassified 1000 2000 0 0 0 3 0 
7. Additional Baste (Sub 550) 

Casinghead. Tublnghead. Christmas Tree # s 0 4 
Tubing Accessories 5 0 6 
Artificial Lift Accessories 5 0 7 
WeU Protective Structures 5 0 8 

TOTAL TANGIBLES 37000 0 124000 1610 

Intangible Costs - S U B 600 
8. Contract Engineering Technical 16000 4000 0 1 3 200 
9. Boat Operations 0 5 3 
10. Minor Supplies 0 7 6 
11. Electric Power and light 2 4 1 
1Z Diesel Fuel 2 4 2 
13. Natural Gas 2 4 3 
14. Water 10O00 5000 2 4 6 150 
15. Property and Eauipment Rentals 4000 2000 2 4 6 6 0 
16. Security, Safety, and Rreftghttng 2000 2000 2 5 0 4 0 
17. Tubular Testing, and Inspection 2000 3000 5 0 3 5 0 
18. Trucking Tubular* 2000 4000 5 0 9 6 0 
19. Casing Accessories 5030 5000 5 i 2 100 
20. Site Preparation and Maintenance 20000 5O00 5 i 4 250 
21. Permrts. Insurance, and Damanges 3000 S l S 3 0 
22. Rig Moving Expense 5 l 7 
23. Shorebcses S 2 1 
24. Camp Housekeeping 5 2 2 
25. Reclamation 2000 2030 5 2 5 4 0 
26. Air Freight and Tim'BPOitattcn S 2 8 
27. Disposal and Cleanup 5000 2000 S 3 1 70 



ARCO Permian a unit of Atlantic Richfield Company Drilling Cost Estimate - Page 2 

W t l m n i 

Dancer 32 State Com #1 
Location 

District 

Eddy County, New Mexico 

SE New Mexico Asset Area 

53 Original 
I | Supplement 

AFC No. 

Crtgtnai/Revision Indicator 

1 Original 
2=Revoton 

Intangible Costs (Cont'd) - SUB 600 Drilling Evaluation 

Hem Total Cross Downs 
Intangible Costs (Cont'd) - SUB 600 Drilling Evaluation Completion 

28. Contract Footage Drlllng 

Q f t . e s ODD Derfoot 

'» 28. Contract Footage Drlllng 

Q f t . e s ODD Derfoot S 3 2 

29. Contract Drilling Oavwork 

Drilling 2ft days Q '. 4.500.00 per day 1620X3 

29. Contract Drilling Oavwork 

Drilling 2ft days Q '. 4.500.00 per day 1620X3 5 3 3 1620C 
30. Mobilization. Demobilization & Rig Mod. 30000 5 3 4 300; 
31. Roads and Airstrips 5 3 6 

32. Completton/Workovef OayworK 

lQdcvse : 1.000.00 psrdav lOOOO 

32. Completton/Workovef OayworK 

lQdcvse : 1.000.00 psrdav lOOOO 5 4 2 100c 
33. Drill String &BHA Rental 1.000 5 4 3 1.0c 
34. WeH Control Eauipment 1000 5 4 7 10c 
35. Bits. Underreamea. & Hole Openea 

• " " 50030 1O00 

"JsWwiWW" 35. Bits. Underreamea. & Hole Openea 

• " " 50030 1O00 5 4 6 510: 
36. Drilling Mud and Transportation 30000 5 5 1 300: 
37. Drilling Mud Eauipment and Services 5000 5 5 2 50: 
38. Completion fluids 2000 5 5 3 2 0 
39. Open Hole Surveys 200X3 5 5 7 200: 
4a Wireline Work 5 5 9 

41. Formation Monitoring 8030 
f 

5 6 0 8 0 
42. Cased Hole Surveys and perf, Fees 8000 5 6 1 8 0 
43. Surface Well Test Eauipment 1000 5 6 3 1 0 
44. Coring and Analysis 5 6 6 

45. Drill Stem Test Eaulpment 5000 5 7 2 5 0 
46. Fracturing, Acidizing, and Gravel Pack 5 7 7 

47. Divers 5 7 8 

48. Fishing Tool Rental 5 8 0 

49. Directional Drilling Tool Rental 2 5 0 X 5 8 1 250 
50. Telecommunications 61 Navigational Needs 5 8 2 

51. Material Losses 5 8 6 

52. Capitalized Overhead 36.800 16000 6 0 4 520 
53. Cement Running Fees for Casing * Tubing 

133/8 ' OD 400 Sacks 4000 

53. Cement Running Fees for Casing * Tubing 

133/8 ' OD 400 Sacks 4000 6 1 3 4 0 
85/8 ' OD 1000 Sacks 8000 6 8 5 8 0 
5 1/2 ' OD 1000 Sacks 17030 6 5 5 170 

54. Cementing - Saueezes & Plugs 5 9 9 

55. Unclassified 5030 2000 0 0 0 70 

TOTAL INTANGIBLES 459.800 0 93030 5520 

TOTAL COST (Tangibles ft tntangtblM) 496.800 0 217000 7130 

EVALUATED COST 496,800 
Miininrnujni r*r\*T T I * Ann 



ARCO P e r m i a n 
500 Nortn Marienfeia 
Midland TX 79701-4373 
PO Box 1610 
Midlana TX 79702-1610 
Telephone 915 683 5200 

November 2, 1995 

Sharbro Oil Ltd. Co., a New Mexico limited Liability Company 
Box 840 
Artesia, New Mexico 88210 

Certified Mail - Return Receipt Requested 

RE: Dancer 32 State Com. No. 1 Well 
Township 17 South, Range 28 East 
Section 32: SE/4NE/4 
Eddy County, New Mexico 

Gentlemen: 

Please be advised that ARCO Permian, a unit of Atlantic Richfield Company, 
hereinafter referred to as "ARCO", hereby proposes the drilling of an 10,550' Morrow 
test well at a location approximately 1700' FNL & 1000' FEL of Section 32, Township 
17 South, Range 28 East, Eddy County, New Mexico. It is currently anticipated that 
the drilling and proration unit for this well would be the W/2 of said Section 32. 
Attached hereto for your perusal, you will find a copy of our drilling cost estimate for 
this well which indicates a dry hole cost of $496,800 and total completed well cost of 
$713,800. 

Please indicate your election below of either to participate or not to participate in the 
drilling of this well and return one (1) copy of this letter to the undersigned. In the 
event that Sharbro Oil Ltd. Co. desires to participate in the drilling of this well, I will 
be happy to submit an Operating Agreement to you for your review. In the event that 
Sharbro Oil Ltd. Co. does not desire to participate in the drilling of this well, then 
ARCO hereby requests a Farmout of your leasehold interest in the E/2 of Section 32, 
Township17 South, Range 28 East, Eddy County, New Mexico on the following basis: 

1. Within 180 days of the execution of a formal Farmout Agreement, ARCO 
will commence or cause to be commenced the drilling of an initial test well 
at the above referenced location. Thereafter, said well shall be drilled to a 
depth of 11,100' or to a depth sufficient to adequately test the Morrow 
formation, whichever is the lesser depth. 



Sharbro Oil Ltd. Co. 
November 2,1995 
Page 2 

2. Upon completion of a well capable of producing in paying quantities, 
ARCO shall earn an assignment of all your leasehold interest in the E/2 of 
said Section 32, insofar as same is included with the proration unit for said 
well, from the base of the ABO formation down to a depth of 100' below the 
total depth drilled. Sharbro Oil Ltd. Co. shall retain an overriding royalty 
interest in an amount being equal to the difference between all existing 
burdens and twenty percent (20%). 

3. Any overriding royalty interest retained by Sharbro Oil Ltd. Co. will be 
subject to proportionate reduction. 

4. Any acreage not previously earned by drilling the initial well, could be 
earned by the drilling of subsequent wells by not allowing more than 180 
days to elapse between the completion of one well and the commencement 
of the next well. 

5. The only penalty for failure to commence the drilling of said initial well, 
would be the termination of said Farmout Agreement. 

Should you have any questions or problems concerning this matter, please do not 
hesitate to contact me by telephone at (915) 688-5237. 

Sincerely, 

ARCO Permian 

John E. Lodge 
Land Director 

JEL:pc 
Enclosure 



Sharbro Oil Ltd. Co. 
November 2,1995 
Page 3 

Sharbro Oil Ltd. Co. hereby elects J_0 participate in the drilling of the 
Dancer 32 State Com. No. 1 Well 

Sharbro Oil Ltd. Co. 

By: Date:. 

Sharbro Oil Ltd. Co. hereby elects NOT TO participate in the drilling of the 
Dancer 32 State Com. No. 1 Well 

Sharbro Oil Ltd. Co. 

By: Date: 

Sharbro Oil Ltd. Co. hereby elects to Farmout its leasehold interest to ARCO 
as described above for the drilling of the Dancer 32 State Com. No. 1 Well 

Sharbro Oil Ltd. Co. 

By:. Date: 



A R C O P e r m i a n a unit of Atlantic Richfield Company Drilling Cost Estimate - Page 1 

Supplement Orlainal 
Wsinoms. TD 

Dancer 32 State Com #1 10550' 
Location 

SE/4 NE/4, Section 32. T-17-S, R-28-E. Eddy County, f Ĵew Mexico 
District 4r«a or Group FMd 

SE New Mexico Asset Area Empire 
Ob)»ctive 

Morrow 10150 Ft. ( 

Gen Data Processing Information 

~*1 Development 9171 GTJ Single . 5s AFCNova t*r*« Orlgbxri/Revlston Indkxrrar 

I Exploratory 

1 1 Workover/ 

9172 

9171 

1 1 Dual 

1 1 Multiple 

l-Origfnal 
2=Revision O 

Recompletion 

Tangible Costs - SUB SOO and 550 
1. Tubular gooas Drilling | Evaluation Completion Bern Total Cross DoUars 

13 3/8 "ODfrom 0 ft. to 500 10.0001 b 1 3 1 0 0 
8 5/8 " OD from 0 ft. to 2600 21.0001 b 6 b 2 1 0 

" OD from ft. to 
5 1/2 'ODf rom 0 ft. to 10550 60000 b b b 6 0 0 
2 7/8 'ODf rom 0 ft. to 10000 50000 b 2 / 5 0 0 

"ODfrom ft. to 
" ODfrom ft. to 

2. CasinQheaa. Tublnghead. Christmas Tree 5 000 8000 5 0 4 130 
3. Tubing Accessories 4000 5 0 6 4 0 
4. Artificial Lift Accessories 5 0 7 
5. WeU Protective Structures 5 0 6 
6. Unclassified 1000 2000 0 0 0 3 0 
7. Additional Bash (Sub 550) 

Caslnghead. Tublnghead. Christmas Tree s 0 4 
Tubing Accessories 5 0 6 
Artificial Lift Accessories 5 0 7 
WeU Protective Structures 5 0 6 

TOTAL TANGIBLES 37000 0 124000 1610 

Intangible Costs -SUB 600 
8. Contract Engineering Technical 16000 4000 0 1 3 200 
9. Boat Operations 0 5 3 
10. Minor Supplies 0 7 8 
11. Electric Power and Light 2 4 1 
1Z Diesel Fuel 2 4 2 
13. Natural Gas 2 4 3 
14. Water 10000 5000 2 4 6 15X 
15. Property and Eauipment Rentals 4000 2000 2 4 6 6£ 
16. Security. Safety, and Ftreflghtlng 2O00 2 0 X 2 5 0 4£ 
17. Tubular Testing, ana Inspection 2O00 3030 5 0 3 5£ 
18. Trucking Tubulars 2.000 4000 5 0 9 6£ 
19. Casing Accessories 5000 5000 S 1 2 IOJC 

20. Site Preoararion ana Maintenance 20000 5.000 5 1 4 25JL 
21. Permits, Insurance, and Damanges 3O00 5 1 5 ii 
2Z PJg Moving Expense 5 1 7 
23. Sh Of abases S 2 1 
24. Camp Housekeeping S 2 2 
25. Reclamation 2000 2O00 5 2 5 4X 
26. Air Freight and Transportation 5 2 8 
27. Disposal and Cleanup 5O00 2O00 5 3 1 7X 



ARCO Permian a unit of Atlantic Richfield Company Drilling Cost Estimate - Page 2 

Wcinom* 

Dancer 32 State Com #1 
Lxl Original 
1 I SuDDlement Ctlglnal/Revlsien Indlcatpr 

Location 

Eddy County, New Mexico 
If:- >' AFC No. l=Orlglngl pj I 

2=Revtsion L 1 

Ostitct 

SE New Mexico Asset Area 

If:- >' AFC No. l=Orlglngl pj I 
2=Revtsion L 1 

Intangible Costs (Cont'd) - SUB 600 Drilling Evaluation Completion 

•em Total Gross Dolors 

28. Contract Footage OrWng 

Q ft. O S CLOD per foot 5 3 2 

i " "Hrl̂ ,itilWWt1*fM;^nH!iiilli.i"i!'. I'. " 

29. Contract Drilling Daywork 

Drffllna 36. days O! 4^DiiDQ per day 162000 

l)!WJI'|,H'tl,lt*WJ|1'̂  

5 3 3 1620Z 

30. Mobilization. Demobilization * PJg Mod. 30000 5 3 4 30 OC 

31. Roads dnd Airstrips 5 3 6 

32. Compietion/Workover Daywork 

10 davs S .' 1 ,Q0Q,0Q per dav 10.000 5 4 2 100C 

33. Drill String &BHA Rental 1.000 5 4 3 i.oc 
34. WeH Control Eauipment 1000 5 4 7 IOC 

35. Bits. Underreamea. & Hole Opener* 

• • • 50000 1O00 

ijjjjjjli 'r ['•"•!',t*î l,ti!i • 

5 4 6 5 1 0 

36. Drilling Mud and Transportation 30000 5 5 1 3 0 0 

37. Drilling Mud Eaulpment and Services 5O00 5 5 2 5 0 

38. Completion Fluids 2000 5 5 3 2 0 

39. Open Hole Surveys 20.000 5 5 7 2 0 0 

4a Wireline Work 5 5 9 

41. Formation Monitoring 8000 
t 

•> 5 6 0 8 0 

42. Cased Hole Surveys and pert. Fees 8O00 5 6 1 8 0 

43. Surface Well Test Eaulpment 1.000 5 6 3 1 0 

44. Coring and Analysis 5 6 6 

45. Drill Stem Test Eauipment 5000 5 7 2 5 0 

46. Fracturing. Acidizing, and Gravel Pack 5 7 7 

47. Divers 5 7 6 

48. Fishing Tool Rental 5 8 0 

49. Directional Drilling Tool Rental 25000 5 8 1 250 

50. Telecommuncatlons & Navigational Needs 5 6 2 

51. Material Losses 5 8 8 

52. Capitalized Overhead 36.800 16000 6 0 4 52.8 

53. Cement Running Fees for Casing & Tubing 

133/8 " OD 400 Sacks 4000 6 1 3 4 0 

85/8 ' OD 1000 Socks 8000 6 8 5 80 

51/2 ' OD 1000 Sacks 17O00 6 5 5 170 

54. Cementing - Squeezes & Phjgs 6 9 9 

55. Unclassified 5O00 2O00 0 0 0 70 

TOTAL INTANGIBLES 459.800 0 93000 552X 

TOTAL COST (Tangibles * IntangtblM) 496.800 0 217000 713.E 

EVALUATED COST 496,800 
rnuD i crcn WFI I COST 7ia «nn 



ARCO P e r m i a n 
600 North Marienfeld 
Midlana TX 79701-4373 
PO Box 1610 
Midland TX 79702-1610 
Telephone 91 5 688 5200 

November 2,1995 

Yates Petroleum Corporation 
105 South 4th 

Aratesia, New Mexico 88210 

Attention: Mr. Randy Patterson 

Certified Mail - Return Receipt Requested 

RE: Dancer 32 State Com. No. 1 Well 
Township 17 South, Range 28 East 
Section 32: SE/4NE/4 
Eddy County, New Mexico 

Gentlemen: 

Please be advised that ARCO Permian, a unit of Atlantic Richfield Company, 
hereinafter referred to as "ARCO", hereby proposes the drilling of an 10,550' Morrow 
test well at a location approximately 1700' FNL & 1000' FEL of Section 32, Township 
17 South, Range 28 East, Eddy County, New Mexico. It is currently anticipated that 
the drilling and proration unit for this well would be the W/2 of said Section 32. 
Attached hereto for your perusal, you will find a copy of our drilling cost estimate for 
this well which indicates a dry hole cost of $496,800 and total completed well cost of 
$713,800. 

Please indicate your election below of either to participate or not to participate in the 
drilling of this well and return one (1) copy of this letter to the undersigned. In the 
event that Yates Petroleum Corporation desires to participate in the drilling of this 
well, I will be happy to submit an Operating Agreement to you for your review. In the 
event that Yates Petroleum Corporation does not desire to participate in the drilling of 
this well, then ARCO hereby requests a Farmout of your leasehold interest in the E/2 
of Section 32, Township17 South, Range 28 East, Eddy County, New Mexico on the 
following basis: 

1. Within 180 days of the execution of a formal Farmout Agreement, ARCO. 
will commence or cause to be commenced the drilling of an initial test well 
at the above referenced location. Thereafter, said well shall be drilled to a 
depth of 11,100" or to a depth sufficient to adequately test the Morrow 
formation, whichever is the lesser depth. 



Yates Petroleum Corporation 
November 2,1995 
Page 2 

2. Upon completion of a well capable of producing in paying quantities, 
ARCO shall earn an assignment of all your leasehold interest in the E/2 of 
said Section 32, insofar as same is included with the proration unit for said 
well, from the base of the ABO formation down to a depth of 100' below the 
total depth drilled. Yates Petroleum Corporation shall retain an overriding 
royalty interest in an amount being equal to the difference between all 
existing burdens and twenty percent (20%). 

3. Any overriding royalty interest retained by Yates Petroleum Corporation 
will be subject to proportionate reduction. 

4. Any acreage not previously earned by drilling the initial well, could be 
earned by the drilling of subsequent wells by not allowing more than 180 
days to elapse between the completion of one well and the commencement 
of the next well. 

5. The only penalty for failure to commence the drilling of said initial well, 
would be the termination of said Farmout Agreement. 

Should you have any questions or problems concerning this matter, please do not 
hesitate to contact me by telephone at (915) 688-5237. 

Sincerely, 

ARCO Permian 

John E. Lodge 
Land Director 

JEL:pc 
Enclosure 



Yates Petroleum Corporation 
November 2,1995 
Page 3 

Yates Petroleum Corporation hereby elects TO participate In the drilling 
of the Dancer 32 State Com. No. 1 Well 

Yates Petroleum Corporation 

By: Date: 

Yates Petroleum Corporation hereby elects NOT TO participate in the drilling 
of the.Dancer 32 State Com. No. 1 Well 

Yates Petroleum Corporation 

By: Date:. 

Yates Petroleum Corporation hereby elects to Farmout its leasehold interest to 
ARCO as described above for the drilling of the Dancer 32 State Com. No. 1 
Well 

Yates Petroleum Corporation 

By: Date: 



ARCO Permian a unit of Atlantic Richfield Company 

Supplement 

Drilling Cost Estimate - Page 1 

x] Original 
Wed none 

Dancer 32 State Com #1 
TD 

10550' 
Location 

SE/4 NE/4, Section 32, T-17-S, R-28-E, Eddy County, New Mexico 
•strict Area or Group 

SE New Mexico Asset Area 

field 

Empire 
Objective 

Morrow 
Gen 

Development 9171 Single 

• Exploratory 9172 • Dual 

• Workover/ 9171 • Multiple 

Recompletion 

10150 Ft. Ft, 

Data Processing Information 

Original/Revision Indicator 

l=Origtnal 

2=Revision • 

Tangible Costs - SUB 500 and 550 
Drilling Evaluation Completion 1. Tubular gooas 

13 3/8 'ODfrom 0 ft. to 500 
Drilling Evaluation Completion El em Total Cross Dollars 1. Tubular gooas 

13 3/8 'ODfrom 0 ft. to 500 i 0.000 6 1 3 10.000 
8 5/8 ' ODfrom 0 ft. to 2600 21.000 b o b 21.000 

' OD from ft. to 0 
5 1/2 'ODfrom 0 ft. to 10550 60000 o b b 60000 
2 7/8 'ODfrom Oft. to 10.000 50000 0 Z 1 50000 

•ODfrom ft. to 0 
" OD from ft. to 0 

0 
2. Casinghead. Tublnghead. Christmas Tree 5000 8.000 5 0 4 13000 
3. Tubing Accessories 4O00 5 0 6 4.000 
4. Artificial Lift Accessories 5 0 7 0 
5. Well Protective Structures 5 0 8 0 
6. Unclassified 1,000 2.000 0 0 0 3000 
7. Additional Basis (Sub 550) 0 

Casinghead. Tublnghead. Christmas Tree 5 0 4 0 
Tubing Accessories 5 0 6 0 
Artificial Lift Accessories 5 0 7 0 
Well Protective Structures 5 0 8 0 

TOTAL TANGIBLES 37.000 0 124.000 161000 

Intangible Costs • SUB 600 
8. Contract Engineering Technical 16.000 4.000 0 1 3 20O00 
9. Boat Operations 0 5 3 0 
10. Minor Supplies 0 7 8 0 
11. Electric Power and Light 2 4 1 0 
12. Diesel Fuel 2 4 2 0 
13. Natural Gas 2 4 3 0 
14. Water 10000 5.000 2 4 6 15O00 
15. Property and Equipment Rentals 4,000 2.000 2 4 6 6000 
16. Security. Safety, and Hrefightlng 2.000 2000 2 5 0 4000 
17. Tubular Testing, and inspection 2.000 3O00 5 0 3 5O00 
18. Trucking Tubulars 2.000 4000 5 0 9 6.000 
19. Casing Accessories 5000 5X100 5 1 2 10000 
20. Site Preparation ana Maintendnce 20O00 5.000 5 1 4 25000 
21. Permits. Insurance, and Damanges 3000 5 1 5 3000 
22. Rig Moving Expense 5 1 7 0 
23. Shorebases 5 2 1 0 
24. Camp Housekeeping 5 2 2 0 
25. Reclamation 2.000 2.000 5 2 5 4000 
26. Air Freight and Transportation 5 2 8 0 
27. Disposal and Cleanup 5O00 2000 5 3 1 7000 



A R C O P e r m i a n a unit of Atlantic Richfield Company Drilling Cost Estimate - Page 2 

Was r a n * 

Dancer 32 State Com #1 
Location 

District 

Eddy County, New Mexico 

SE New Mexico Asset Area 

m Original 
I I Supplement 

AFC No. 

Original/Revision Indicator 

l=Orlglnal 

2=Revision • 

Intangible Costs (Cont'd) - SUB 600 Drilling Evaluation 

•em Total Gross OoHars 

Intangible Costs (Cont'd) - SUB 600 Drilling Evaluation Completion 

28. Contract Footage DrIBIng 

Q ft. « S OflQ p e f foot 

28. Contract Footage DrIBIng 

Q ft. « S OflQ p e f foot S 3 2 0 

29. Contract Drilling Daywork 

Drilling 36. days @ .' 4 .500.00 per day 162.000 

29. Contract Drilling Daywork 

Drilling 36. days @ .' 4 .500.00 per day 162.000 5 3 3 162000 

30. Mobilization. Demobilization & Rig Mod. 30.000 5 3 4 30000 

31. Roads and Alrstrlos 5 3 6 0 

32. Complefion/Workover Daywork 

1Q days & i l .OOO.OQ per day 10.000 

32. Complefion/Workover Daywork 

1Q days & i l .OOO.OQ per day 10.000 5 4 2 10000 

33. Drill String & BHA Rental 1.000 5 4 3 1.000 

34. Well Control Eauipment 1.000 5 4 7 1000 

35. Bits. Underrecmers.& Hole Openers 

50000 1.000 

.V: " ''*r!iff|*i?.|TE,,ii.i 
35. Bits. Underrecmers.& Hole Openers 

50000 1.000 5 4 8 51000 

36. Drilling Mud and Transportation 30O00 5 5 1 30000 

37. Drilling Mud Eauipment and Services 5.000 5 5 2 5000 

38. Completion Fluids 2O00 5 5 3 2O00 

39. Open Hole Surveys 20.000 5 5 7 20.000 

40. Wireline Work 5 5 9 0 

41. Formation Monitoring 8.000 * 5 6 0 8000 

42. Cased Hole Surveys and perf. Fees 8.000 5 6 1 8000 

43. Surface Weil Test Eauipment 1.000 5 6 3 1,000 

44. Coring and Analysts 5 6 8 0 

45. Drill Stem Test Eauipment 5.000 5 7 2 5.000 

46. Fracturing. Acidizing, and Gravel Pack 5 7 7 0 

47. Divers 5 7 8 0 

48. Fishing Tool Rental 5 8 0 0 

49. Directional Drilling Tool Rental 25000 5 8 1 25O00 

50. Telecommunications & Novtaxirional Needs 5 8 2 0 

51. Material Losses 5 6 6 0 

52. Capitalized Overhead 36.800 16O00 6 0 4 52,800 

53. Cement Running Fees for Casing & Tubing 

13 3/8 " OD 400 Sacks 4.000 

53. Cement Running Fees for Casing & Tubing 

13 3/8 " OD 400 Sacks 4.000 6 1 3 4000 

8 5/8 ' OD 1000 Sacks 8,000 6 8 5 8000 

5 1/2 " OD 1000 Sacks 17000 6 5 5 17000 

0 

54. Cementing - Squeezes & Plugs 6 9 9 0 

55. Unclassified 5,000 2000 0 0 0 7,000 

0 

0 

TOTAL INTANGIBLES 459.800 0 93000 552.800 

TOTAL COST fTanglbles ft Intangibles) 496.800 0 217.000 713.800 

EVALUATED COST 496,800 ,,, . , : i " 1 " , , ^ •' ' • 

COMPLETED WELL COST 713,800 
><> v. . • t . . > .>,Y''. ft'.. M'l'M H v i f V W* IwiwyiiC'i • • 1 • 'i' J i | 



November 2, 1995 

S. P. Yates 
105 South 4th 
Aratesia, New Mexico 88210 

Certified Mail - Return Receipt Requested 

RE: Dancer 32 State Com. No. 1 Well 
Township 17 South, Range 28 East 
Section 32: SE/4NE/4 
Eddy County, New Mexico 

Gentlemen: 

Please be advised that ARCO Permian, a unit of Atlantic Richfield Company, 
hereinafter referred to as "ARCO", hereby proposes the drilling of an 10,550' Morrow 
test well at a location approximately 1700' FNL & 1000' FEL of Section 32, Township 
17 South, Range 28 East, Eddy County, New Mexico. It is currently anticipated that 
the drilling and proration unit for this well would be the W/2 of said Section 32. 
Attached hereto for your perusal, you will find a copy of our drilling cost estimate for 
this well which indicates a dry hole cost of $496,800 and total completed well cost of 
$713,800. 

Please indicate your election below of either to participate or not to participate in the 
drilling of this well and return one (1) copy of this letter to the undersigned. In the 
event that S. P. Yates desires to participate in the drilling of this well, I will be happy 
to submit an Operating Agreement to you for your review. In the event that S. P. 
Yates does not desire to participate in the drilling of this well, then ARCO hereby 
requests a Farmout of your leasehold interest in the E/2 of Section 32, Township17 
South, Range 28 East, Eddy County, New Mexico on the following basis: 

1. Within 180 days of the execution of a formal Farmout Agreement, ARCO 
will commence or cause to be commenced the drilling of an initial test well 
at the above referenced location. Thereafter, said well shall be drilled to a 
depth of 11,100' or to a depth sufficient to adequately test the Morrow 
formation, whichever is the lesser depth. 

ARCO Permian 
500 North Manenfeid 
Midlana TX 79701-4373 
PO Box 1610 
Midland TX 79702-1610 
Telephone 915 688 5200 



S. P. Yates 
November 2,1995 
Page 2 

2. Upon completion of a well capable of producing in paying quantities, 
ARCO shall earn an assignment of all your leasehold interest in the E/2 of 
said Section 32, insofar as same is included with the proration unit for said 
well, from the base of the ABO formation down to a depth of 100' below the 
total depth drilled. S. P. Yates shall retain an overriding royalty interest in 
an amount being equal to the difference between all existing burdens and 
twenty percent (20%). 

3. Any overriding royalty interest retained by S. P. Yates will be subject to 
proportionate reduction. 

4. Any acreage not previously earned by drilling the initial well, could be 
earned by the drilling of subsequent wells by not allowing more than 180 
days to elapse between the completion of one well and the commencement 
of the next well. 

5. The only penalty for failure to commence the drilling of said initial well, 
would be the termination of said Farmout Agreement. 

Should you have any questions or problems concerning this matter, please do not 
hesitate to contact me by telephone at (915) 688-5237. 

Sincerely, 

ARCO Permian 

John E. Lodge 
Land Director 

JEL:pc 
Enclosure 



S. P. Yates 
November 2,1995 
Page 3 

S. P. Yates hereby elects J_0 participate in the drilling of the Dancer 32 
State Com. No. 1 Well 

S. P. Yates 

By: Date:. 

S. P. Yates hereby elects NOT TO participate in the drilling of the_Dancer 32 
State Com. No. 1 Well 

S. P. Yates 

By: Date: 

S. P. Yates hereby elects to Farmout its leasehold interest to ARCO as 
described above for the drilling of the Dancer 32 State Com. No. 1 Well 

S. P. Yates 

By: Date:. 



A R C O Perm ian a unit of Atlantic Richfield Company Drilling Cost Estimate - Page 1 

Supplement f y l Oriainal 
Wet name 

Dancer 32 State Com #1 
TD 

10,550' 
Location 

SE/4 NE/4, Section 32, T-17-S, R-28-E, Eddv County, New Mexico 
District 

SE New Mexico Asset Area 

Area or Group field 

Empire 
Objective 

Morrow 
Gen 

Development 9171 Single 

• Exploratory 9172 • Dual 

• Workover/ 

Recompletion 

9171 • Multiple 

10150 Ft. 
Data Processing Inform atlon 

Original/Revision Indicator 

l=Orlginal 
2=Revision 

Tangible Costs - SUB 500 and 550 
Drilllnq Evaluation Completion 1. Tubular goods 

13 3/8 " O D f r o m 0 f t . t o 500 
Drilllnq Evaluation Completion Bern Total Gross Dollars 1. Tubular goods 

13 3/8 " O D f r o m 0 f t . t o 500 10,000 b 1 3 10.000 
8 5/8 • OD from 0 ft. to 2600 21.000 b a b 21.000 

" OD from ft. to 0 
5 1/2 ' O D f r o m 0 ft. to 10550 60000 b $ t> 60000 
2 7/8 ' O D f r o m 0 f t . to 10,000 50000 b 2 J 50000 

' O D f r o m ft. to 0 
' OD from ft. to 0 

0 
2. Caslnghead. Tublnghead. Christmas Tree 5.000 8.000 5 0 4 13000 
3. Tubing Accessories 4O00 5 0 6 4,000 
4. Artificial Lift Accessories 5 0 7 0 
5. WeU Protective Structures 5 0 8 0 
6. Unclassified 1.000 2.000 0 0 0 3000 
7. Additional Basis (Sub 550) 0 

Casinghead. Tubtngheod. Christmas Tree 5 0 4 0 
Tubing Accessories 5 0 6 0 
Artificial Lift Accessories 5 0 7 0 
Well Protective Structures 5 0 8 0 

TOTAL TANGIBLES 37.000 0 124,000 161.000 

Intangible Costs - SUB 600 
8. Contract Engineering Technical 16.000 4,000 0 1 3 20000 
° . Boat Operations 0 5 3 0 
10. Minor Supplies 0 7 8 0 
11. Electric Power a n d Light 2 4 1 0 
12. Diesel Kiel 2 4 2 0 
13. Natural Gas 2 4 3 0 
14. Water 10O00 5O00 2 4 6 15000 
15. Property and Equipment Rentals 4 0 0 0 2000 2 4 8 6000 
16. Security. Safety, and Rreflghtlng 2.000 2 0 0 0 2 5 0 4 0 0 0 
17. Tubular Testing, and Inspection 2 0 0 0 3O00 5 0 3 5O00 
18. Trucking Tubulars 2.000 4O00 5 0 9 6000 
19. Casing Accessories 5.000 5.000 5 1 2 10000 
20. Site Preparation and Maintenance 20000 5.000 5 1 4 250X3 
21. Permits. Insurance, and Damanges 3.000 5 1 5 3O00 
22. Rig Moving Expense 5 1 7 0 
23. Shorebases 5 2 1 0 
24. Camp Housekeeping 5 2 2 0 
25. Reclamation 2000 2 0 0 0 5 2 5 4 0 0 0 
26. Air Freight a n d Transportation 5 2 6 0 
27. Disposal a n d Cleanup 5O00 2.000 5 3 1 7.000 



A R C O P e r m i a n a unit of Atlantic Richfield Company Drilling Cost Estimate - Page 2 

W««nam« 

Dancer 32 State Com #1 
Location 

District 

Eddy County, New Mexico 

SE New Mexico Asset Area 

["71 Original 
I I Supplement 

AFC No. 

Original/Revision Indicator 

l=Orlglnal 

2=Revision LL3 

Intangible Costs (Cont'd) - SUB 600 Drilling Evaluation Completion 

Hem Total Gross Dolors 
Intangible Costs (Cont'd) - SUB 600 Drilling Evaluation Completion 

28. Contract Footage Drilling 

Q ft. Q S OQfl per foot 

28. Contract Footage Drilling 

Q ft. Q S OQfl per foot 5 3 2 0 
29. Contract Drilling Daywork 

Drilling 24 days @ : 4.500.00 p e r aav 162.000 

29. Contract Drilling Daywork 

Drilling 24 days @ : 4.500.00 p e r aav 162.000 5 3 3 162000 
30. Mobilization, Demobilization fit Rig Mod. 30.000 5 3 4 30000 

31. Roads and Airstrips 5 3 6 0 
32. Completion/Workover Daywork 

IQdavsQ! 1 .QQQ.D0 per dav 10.000 

32. Completion/Workover Daywork 

IQdavsQ! 1 .QQQ.D0 per dav 10.000 5 4 2 10.000 

33. Drill String & BHA Rental 1.000 5 4 3 1.000 

34. Well Control Eaulpment 1.000 5 4 7 1.000 
35. Bits. Under reamers, & Hole Openers 

50000 1.000 

35. Bits. Under reamers, & Hole Openers 

50000 1.000 5 4 6 51000 

36. Drilling Mud and Transpprtatton 30000 5 5 1 30000 

37. Drilling Mud Eauipment and Services 5.000 5 5 2 5000 

38. Completion Hulas 2.000 5 5 3 2000 

39. Open Hole Surveys 20.000 5 5 7 20000 
40. Wireline Work 5 5 9 0 

41. Formation Monitoring 8.000 • 5 6 0 8000 
42. Cased Hole Surveys and pert. Fees 8.000 5 6 1 8000 
43. Surface Well Test Eauipment 1.000 5 6 3 1.000 

44. Coring and Analysis 5 6 6 0 

45. Drill Stem Test Eauipment 5.000 5 7 2 5000 

46. Frccturing. Acidizing, and Gravel Pack 5 7 7 0 

47. Divers 5 7 6 0 

48. Fishing Tool Rental 5 6 0 0 

49. Directional Drilling Tool Rental 25000 5 6 1 25O00 

50. Telecommunications & Navigational Needs 5 6 2 0 

51. Material Losses 5 6 6 0 

52. Capitalized Overhead 36.800 16.000 6 0 4 52.800 

53. Cement Running Fees for Casing & Tubing 

13 3/8 ' OD 400 Sacks 4,000 

53. Cement Running Fees for Casing & Tubing 

13 3/8 ' OD 400 Sacks 4,000 6 1 3 4000 

8 5/8 ' OD 1000 Sacks 8.000 6 8 5 8 OOO 

5 1/2 1 OD 1000 Sacks 17.000 6 5 5 17000 

0 

54. Cementing - Squeezes & Plugs 6 9 9 0 

55. Unclassified 5.000 2.000 0 0 0 7000 

0 

0 

TOTAL INTANGIBLES 459.800 0 93000 552.800 

TOTAL COST (Tangibles & Intangibles) 496.800 0 217000 713.800 

EVALUATED COST 496,800 
COMPLETED WELL COST 713,800 

1 '*'" • " 



ARCO P e r m i a n 
oOO North Mariemeia 
Midlana TX 79701--373 
PO Box 1610 
Midlana TX 79702-^510 
Telephone 91 5 688 5200 

November 2, 1995 

Richard Martin Yates 
105 South 4th 
Aratesia, New Mexico 88210 

Certified Mail - Return Receipt Requested 

RE: Dancer 32 State Com. No. 1 Well 
Township 17 South, Range 28 East 
Section 32: SE/4NE/4 
Eddy County, New Mexico 

Gentlemen: 

Please be advised that ARCO Permian, a unit of Atlantic Richfield Company, 
hereinafter referred to as "ARCO", hereby proposes the drilling of an 10,550' Morrow 
test well at a location approximately 1700" FNL & 1000' FEL of Section 32, Township 
17 South, Range 28 East, Eddy County, New Mexico. It is currently anticipated that 
the drilling and proration unit for this well would be the W/2 of said Section 32. 
Attached hereto for your perusal, you will find a copy of our drilling cost estimate for 
this well which indicates a dry hole cost of $496,800 and total completed well cost of 
$713,800. 

Please indicate your election below of either to participate or not to participate in the 
drilling of this well and return one (1) copy of this letter to the undersigned. In the 
event that Richard Martin Yates desires to participate in the drilling of this well, I will 
be happy to submit an Operating Agreement to you for your review. In the event that 
Richard Martin Yates does not desire to participate in the drilling of this well, then 
ARCO hereby requests a Farmout of your leasehold interest in the E/2 of Section 32, 
Township17 South, Range 28 East, Eddy County, New Mexico on the following basis: 

1. Within 180 days of the execution of a formal Farmout Agreement, ARCO 
will commence or cause to be commenced the drilling of an initial test well 
at the above referenced location. Thereafter, said well shall be drilled to a 
depth of 11,100' or to a depth sufficient to adequately test the Morrow 
formation, whichever is the lesser depth. 



Richard Martin Yates 
November 2,1995 
Page 2 

2. Upon completion of a well capable of producing in paying quantities, 
ARCO shall earn an assignment of all your leasehold interest in the E/2 of 
said Section 32, insofar as same is included with the proration unit for said 
well, from the base of the ABO formation down to a depth of 100' below the 
total depth drilled. Richard Martin Yates shall retain an overriding royalty 
interest in an amount being equal to the difference between all existing 
burdens and twenty percent (20%). 

3. Any overriding royalty interest retained by Richard Martin Yates will be 
subject to proportionate reduction. 

4. Any acreage not previously earned by drilling the initial well, could be 
earned by the drilling of subsequent wells by not allowing more than 180 
days to elapse between the completion of one well and the commencement 
of the next well. 

5. The only penalty for failure to commence the drilling of said initial well, 
would be the termination of said Farmout Agreement. 

Should you have any questions or problems concerning this matter, please do not 
hesitate to contact me by telephone at (915) 688-5237. 

Sincerely, 

ARCO Permian 

John E. Lodge 
Land Director 

JELpc 
Enclosure 



Richard Martin Yates 
November 2,1995 
Page 3 

Richard Martin Yates hereby elects TO participate in the drilling of the 
Dancer 32 State Com. No. 1 Well 

Richard Martin Yates 

By: Date: 

Richard Martin Yates hereby elects NOT TO participate in the drilling of the 
Dancer 32 State Com. No. 1 Weil 

Richard Martin Yates 

By: Date: 

Richard Martin Yates hereby elects to Farmout its leasehold interest to ARCO 
as described above for the drilling of the Dancer 32 State Com. No. 1 Well 

Richard Martin Yates 

By:. Date: 



ARCO Permian a unit of Atlantic Richfield Company Drilling Cost Estimate - Page 1 
I I Supplement f x l Original 

WeHncme TD 

Dancer 32 State Com #1 10,550' 
Location 

SE/4 NE/4, Section 32, T-17-S, R-28-E, Eddv County, r ̂Jew Mexico 
District Area or Group Held 

SE New Mexico Asset Area Empire 
Cbjecfive 

Morrow 10150 Ft. ( 9 
Gen Data Processln g Information 

1 x 1 Development 9171 m Single AFC N o . Original/Revision Indicator 

1 1 Exploratory 

[ 1 Workover/ 

9172 

9171 

1 1 Dual 

1 I Multiple 

l=Orlginal 

2=Revision 

Recompletion 

Tangible Costs - SUB 500 and 550 
1. Tubular gooas Drilling Evaluation Completion Elem Total Cross Dollars 

13 3/8 " O D f r o m 0 ft. t o 500 10,000 5 1 3 10.000 
8 5/8 " O D f r o m 0 ft. t o 2600 21.000 b 8 b 21,000 

• OD f rom ft. t o 0 
5 1/2 • OD f rom 0 ft. to 10550 60,000 b b b 60000 
2 7/8 - O D f r o m 0 f t . to 10.000 50000 b 2 / 50000 

• OD f rom ft. t o 0 
• OD f rom ft . t o 0 

0 
2. Casinghead, Tubinghead, Christmas Tree 5.000 8.000 5 0 4 13000 
3. Tubing Accessories 4.000 5 0 6 4,000 
4. Artificial Lift Accessories 5 0 7 0 
5. Well Protective Structures 5 0 8 0 
6. Unclassified 1.000 2.000 0 0 0 3,000 
7, Additional Basis (Sub 550) 0 

Casinghead. Tublnghead. Christmas Tree 5 0 4 0 
Tubing Accessories 5 0 6 01 
Artificial Lift Accessories 5 0 7 01 
Well Protective Structures 5 0 8 01 

TOTAL TANGIBLES 37.000 0 124.000 1610001 

Intangible Costs - S U B 6 0 0 I 
8. Contract Engineering Technical 16.000 4,000 0 1 3 200001 
9. Boat Operations 0 5 3 Oi 

10. Minor Supplies 0 7 8 01 

11. Electric Power a n d Light 2 4 1 01 
12. Diesel Fuel 2 4 2 01 

13. Natural Gas 2 4 3 01 

14. Water 10.000 5.000 2 4 6 150001 
15. Property and Eauipment Rentals 4.000 2.000 2 4 8 6000 ! 

16. Security. Safety, a n d Rrefightlng 2.000 2 0 0 0 2 5 0 4 0 0 0 : 

17. Tubular Testing, and Inspection 2.000 3 0 0 0 5 0 3 5000 

18. Trucking Tubulars 2000 4 0 0 0 5 0 9 6000 . 

19. Casing Accessories 5.000 5 0 0 0 5 1 2 10000 

20. Site Preparation a n d Maintenance 20O00 5 0 0 0 5 1 4 25O00 

21. Permits. Insurance, and Damanges 3.000 5 1 5 3000 

22. Rig Moving Expense 5 1 7 0 

23. Shorebases 5 2 1 0 

24. Camp Housekeeping 5 2 2 0 

25. Reclamation 2.000 2.000 5 2 5 4 0 0 0 

26. Air Freight and Transportation 5 2 6 0 

27. Disposal and Cleanup 5.000 2.000 5 3 1 7000 



A R C O P e r m i a n a unit of Atlantic Richfield Company Drilling Cost Estimate - Page 2 

We«nom« 

Dancer 32 State Com #1 
Location 

District 

Eddy County, New Mexico 

SE New Mexico Asset Area 

m Original 
I I Supplement 

AFC No. 

Original/Revision Indicator 

l=Orlglnal 

2=Revislon • 

Intangible Costs (Cont'd) - SUB 600 Drilling Evaluation 

Sent Total Gross Dollars 

Intangible Costs (Cont'd) - SUB 600 Drilling Evaluation Completion 

28. Contract Footage Drilling 

Qft .eS ODD per foot 

28. Contract Footage Drilling 

Qft .eS ODD per foot S 3 2 0 

29. Contract Drilling Daywork 

Drilling 34 days <8 : 4.500.00 per day 162.000 

29. Contract Drilling Daywork 

Drilling 34 days <8 : 4.500.00 per day 162.000 5 3 3 162000 

30. Mobilization.Demobilization*:Rig Mod. 30.000 5 3 4 30O00 

31. Roads and Alrstrios 5 3 6 0 

32. Completion/Workover Daywork 

I f l davs @ ! 1 000.00 Der aav 10.000 

32. Completion/Workover Daywork 

I f l davs @ ! 1 000.00 Der aav 10.000 5 4 2 10000 

33. Drill String & BHA Rental 1.000 5 4 3 1,000 

34. Well Control Equipment 1.000 5 4 7 1000 

35. Bits, Underreamers. & Hole Openers 

50000 1.000 

ii' ' . ! ; ' i , 

50000 1.000 5 4 6 51000 

36. Drilling Mud and Transportation 30000 5 5 1 30000 

37. Drilling Mud Eauipment and Services 5.000 5 5 2 5.000 

38. Completion Fluids 2000 5 5 3 2O00 

39. Open Hole Surveys 20.000 5 5 7 20000 

40. Wireline Work 6 5 9 0 

41. Formation Monitoring 8O00 » 5 6 0 8O00 

42. Cased Hole Surveys and pert. Fees 8000 5 6 1 8O00 

43. Surface Well Test Eauipment 1.000 5 6 3 1.000 

44, Coring and Analysis 5 6 8 0 

45. Drill Stem Test Eauipment 5.000 5 7 2 5000 

46. Fracturing, Acidizing, and Gravel Pack 5 7 7 0 

47. Divers 5 7 8 0 

48. Fishing Tool Rental 5 8 0 0 

49. Directional Drilling Tool Rental 25000 5 8 1 25O00 

50. Telecommunications & Navigational Needs 5 8 2 0 

51. Material Losses 5 6 8 0 

52. Capitalized Overhead 36.800 16000 6 0 4 52.800 

53. Cement Running Fees for Casing & Tubing 

133/8 ' OD 400 Sacks 4.000 

' , . ' v « l « . t . n ; . , * : . J ; , 53. Cement Running Fees for Casing & Tubing 

133/8 ' OD 400 Sacks 4.000 6 1 3 4000 

8 5/8 " OD 1000 Sacks 8000 6 8 5 8000 

5 1/2 ' OD 1000 Sacks 17000 6 5 5 17O00 

0 

54. Cementing - Squeezes & Plugs 6 9 9 0 

55. Unclassified 5000 2.000 0 0 0 7000 

0 

0 

TOTAL INTANGIBLES 459.800 0 93000 5520X1 

TOTAL COST (Tangibles ft Intangibles) 496.800 0 217000 713.800 

EVALUATED COST 496,800 ',; (

 1 , , ,. ... S iK*\jrj i i, • 1 1" • 

j . . t i . . . . I i i . ' . T,i A iH.**«Mi iwhW . ' L I T 

COMPLETED WELL COST 713,800 

',; (

 1 , , ,. ... S iK*\jrj i i, • 1 1" • 

j . . t i . . . . I i i . ' . T,i A iH.**«Mi iwhW . ' L I T 



ARCO P e r m i a n 
500 Nortn Marienfeid 
Midland TX 79701-4373 
PO Box 1610 
Midland TX 79702-1610 
TeleDnone 915 688 5200 

November 2, 1995 

St. Clair Peyton Yates, Jr. 
110 South 4th 
Artesia, New Mexico 88210 

Certified Mail - Return Receipt Requested 

RE: Dancer 32 State Com. No. 1 Well 
Township 17 South, Range 28 East 
Section 32: SE/4NE/4 
Eddy County, New Mexico 

Gentlemen: 

Please be advised that ARCO Permian, a unit of Atlantic Richfield Company, 
hereinafter referred to as "ARCO", hereby proposes the drilling of an 10,550' Morrow 
test well at a location approximately 1700' FNL & 1000' FEL of Section 32, Township 
17 South, Range 28 East, Eddy County, New Mexico. It is currently anticipated that 
the drilling and proration unit for this well would be the W/2 of said Section 32. 
Attached hereto for your perusal, you will find a copy of our drilling cost estimate for 
this well which indicates a dry hole cost of $496,800 and total completed well cost of 
$713,800. 

Please indicate your election below of either to participate or not to participate in the 
drilling of this well and return one (1) copy of this letter to the undersigned. In the 
event that St. Clair Peyton Yates, Jr. desires to participate in the drilling of this well, I 
will be happy to submit an Operating Agreement to you for your review. In the event 
that St. Clair Peyton Yates, Jr. does not desire to participate in the drilling of this well, 
then ARCO hereby requests a Farmout of your leasehold interest in the E/2 of 
Section 32, Township17 South, Range 28 East, Eddy County, New Mexico on the 
following basis: 

1. Within 180 days of the execution of a formal Farmout Agreement, ARCO 
will commence or cause to be commenced the drilling of an initial test well 
at the above referenced location. Thereafter, said well shall be drilled to a 
depth of 11,100' or to a depth sufficient to adequately test the Morrow 
formation, whichever is the lesser depth. 



St. Clair Peyton Yates, Jr. 
November 2,1995 
Page 2 

2. Upon completion of a well capable of producing in paying quantities, 
ARCO shall earn an assignment of all your leasehold interest in the E/2 of 
said Section 32, insofar as same is included with the proration unit for said 
well, from the base of the ABO formation down to a depth of 100' below the 
total depth drilled. St. Clair Peyton Yates, Jr. shall retain an overriding 
royalty interest in an amount being equal to the difference between all 
existing burdens and twenty percent (20%). 

3. Any overriding royalty interest retained by St. Clair Peyton Yates, Jr. will 
be subject to proportionate reduction. 

4. Any acreage not previously earned by drilling the initial well, could be 
earned by the drilling of subsequent wells by not allowing more than 180 
days to elapse between the completion of one well and the commencement 
of the next well. 

5. The only penalty for failure to commence the drilling of said initial well, 
would be the termination of said Farmout Agreement. 

Should you have any questions or problems concerning this matter, please do not 
hesitate to contact me by telephone at (915) 688-5237. 

Sincerely, 

ARCO Permian 

John E. Lodge 
Land Director 

JEL:pc 
Enclosure 



St. Clair Peyton Yates, Jr. 
November 2,1995 
Page 3 

St. Clair Peyton Yates, Jr. hereby elects TO participate in the drilling of 
the Dancer 32 State Com. No. 1 Well 

St. Clair Peyton Yates, Jr. 

By. Date:. 

St. Clair Peyton Yates, Jr. hereby elects NOT TO participate in the drilling of 
the Dancer 32 State Com. No. 1 Well 

St. Clair Peyton Yates, Jr. 

By: Date: 

St. Clair Peyton Yates, Jr. hereby elects to Farmout its leasehold interest to 
ARCO as described above for the drilling of the Dancer 32 State Com. No. 1 
Well 

St. Clair Peyton Yates, Jr. 

By: Date: 



ARCO Permian a unit of Atlantic Richfield Company Drilling Cost Estimate - Page 1 
I I Supplement HTi Original 

WeHnome TD 

Dancer 32 State Com #1 10550' 
Location 

SE/4 NE/4, Section 32, T-17-S, R-28-E, Eddy County, ^Jew Mexico 
District Area or Group fieid 

SE New Mexico Asset Area Empire 
Objective 

Morrow @ 10150 Ft. F' 

Gen Data Processing Information 

1 x | Development 9171 1 y 1 Single AFC N o . Original/Revision Indicator 

1 1 Exploratory 9172 1 1 Dual l=Orlglnal O 
1 1 Workover/ 9171 1 1 Multiple 2=Revision O 

Recompletion 

Tangible Costs - SUB 500 and 550 
1. Tubular goods Drilling Evaluation Completion Bern Total Gross Dollars 

13 3/8 - O D f r o m 0 ft. to 500 i 0.000 b 1 3 10.000 
8 5/8 • OD from 0 ft. t o 2600 21.000 b 8 b 21.000 

• OD from ft. to 0 
5 1/2 " O D f r o m 0 ft. to 10550 60000 b b b 60.000 
2 7/8 - O D f r o m 0 ft. to 10.000 50000 b '1 / 50000 

• OD f rom ft. t o 0 
' OD f rom ft . t o 0 

0 
2. Caslnghead. Tubingneaa. Christmas Tree 5 0 0 0 8.000 5 0 4 13000 
3. Tubing Accessories 4,000 5 0 6 4.000 
4. Artificial Lift Accessories 5 0 7 0 
5. Well Protective Structures 5 0 6 0 
6. Unclassified 1.000 2.000 0 0 0 3000 
7. A d d i t i o n a l ( S u b 550) 0 

Caslngheaa. ublnghead. Christmas Tree s 0 4 0 
Tubing Accessories 5 0 6 0 
Artificial Lift Accessories 5 0 7 0 
Well Protective Structures 5 0 8 0 

TOTAL TANGIBLES 37.000 0 124.000 161000 

Intangible Costs -SUB 600 
8. Contract Engineering Technical 16.000 4.000 0 1 3 20000 
9. Boat Operations 0 5 3 0 
10. Minor Supplies 0 7 8 0 
11. Electric Power a n d Light 2 4 1 0 
12. Diesel Fuel 2 4 2 0 
13. Natural Gas 2 4 3 0 
14. Water 10.000 5.000 2 4 6 15000 
15. Property and Eguipment Rentals 4,000 2.000 2 4 6 6O00 
16. Security. Safety, and Hrefighting 2,000 2O00 2 5 0 4O00 
17. Tubular Testing, and Inspection 2.000 3.000 5 0 3 5O00 
18. Trucking Tubulars 2.000 4.000 5 0 9 6O00 
19. Casing Accessories 5.000 5.000 5 1 2 10O00 
20. Site Preparation a n d Maintendnce 20000 5,000 5 1 4 25000 
21. Permits. Insurance, a n d Damanges 3.000 5 1 5 3000 
22. Rig Moving Expense 5 1 7 0 
23. Shoreboses 5 2 1 0 
24. Camp Housekeeping 5 2 2 0 
25. Reclamation 2.000 2.000 5 2 5 4 XXX) 
26, Air Freight and Transportation S 2 8 0 
27. Disposal a n d Cleanup 5.000 2.000 5 3 1 7.000 



ARCO Permian a unit of Atlantic Richfield Company Drilling Cost Estimate - Page 2 

W««ncrn« 

Dancer 32 State Com #1 
Location 

Eddy County, New Mexico 
District 

SE New Mexico Asset Area 

fy l Original 
I 1 Supplement 

AFC No. 

Original/Revision Indicator 

l=Orlginal 
2=Revision • 

Intangible Costs (Cont'd) - SUB 600 Drilling Evaluation 

Bern Total Cross Dollars 

Intangible Costs (Cont'd) - SUB 600 Drilling Evaluation Completion 

28. Contract Footage Drilling 

Q ft. e S QJ3Q per foot 

28. Contract Footage Drilling 

Q ft. e S QJ3Q per foot 5 3 2 0 
29. Contract Drilling Daywork 

Drilling 26. days & : 4 500.00 p e r day 162.000 

29. Contract Drilling Daywork 

Drilling 26. days & : 4 500.00 p e r day 162.000 5 3 3 162000 

30. Mobilization. Demobilization & Rig Mod. 30.000 5 3 4 30000 

31. Roads and Airstrips 5 3 6 0 

32. Completion/Workover Daywork 

I f l days <A ! 1.000.00 per day 10.000 

32. Completion/Workover Daywork 

I f l days <A ! 1.000.00 per day 10.000 5 4 2 10,000 

33. Drill String & BHA Rental 1.000 5 4 3 1.000 

34. Well Control Eauipment 1000 5 4 7 1,000 

35. Bits. Underreamers. & Hole Openers 

50000 1.000 

• 
35. Bits. Underreamers. & Hole Openers 

50000 1.000 5 4 6 51000 

36. Drilling Mud and Transportation 30000 5 5 1 30000 

37. Drilling Mud Eauipment and Services 5.000 5 5 2 5000 

38. Completion Fluids 2.000 5 5 3 2.000 

39. Open Hole Surveys 20.000 5 5 7 20000 

40. Wireline Work 5 5 9 0 

41. Formation Monitoring 8.000 , 5 6 0 8O00 

42. Cased Hole Surveys and perf. Fees 8.000 5 6 1 8O00 

43. Surface Well Test Eauipment 1.000 5 6 3 1.000 

44. Coring and Analysis 5 6 8 0 

45. Drill Stem Test Eauipment 5.000 5 7 2 5,000 

46. Fracturing. Acidizing, and Gravel Pack 5 7 7 0 

47. Divers 5 7 8 0 

48. Fishing Tool Rental 5 8 0 0 

49. Directional Drilling Tool Rental 25000 5 8 1 25000 

50. Telecommunications & Navigational Needs 5 8 2 0 

51. Material Losses 5 8 8 0 

52. Capitalized Overhead 36.800 16000 6 0 4 52.800 

53. Cement Running Fees for Casing 8; Tubing 

13 3/8 1 OD 400 Sacks 4.000 

53. Cement Running Fees for Casing 8; Tubing 

13 3/8 1 OD 400 Sacks 4.000 6 1 3 4000 

8 5/8 " OD 1000 Sacks 8.000 6 8 5 8O00 

5 1/2 ' OD 1000 Sacks 17,000 6 5 5 17000 

0 

54. Cementing - Sgueezes & Plugs 6 9 9 0 

55. Unclassified 5.000 2O00 0 0 0 7,000 

0 

0 

TOTAL INTANGIBLES 459.800 0 93000 552.800 

TOTAL COST (Tangibles & Intangibles) 496.800 0 217.000 713.800 

EVALUATED COST 496,800 
COMPLETED WELL COST 713,800 



JK ARCO P e r m i a n 
500 Nortn Manenreia 
Midlana TX 79701-4373 
D 0 Box 1610 
Midlana TX 79702-1510 
TeieDnone 915 638 5200 

November 2, 1995 

Harvey E. Yates Company 
Box 1933 

Roswell, New Mexico 88201 

Attention: Ms. Shari A ; Darr 

Certified Mail - Return Receipt Requested 

RE: Dancer 32 State Com. No. 1 Well 
Township 17 South, Range 28 East 
Section 32: SE/4NE/4 
Eddy County, New Mexico 

Gentlemen: 

Please be advised that ARCO Permian, a unit of Atlantic Richfield Company, 
hereinafter referred to as "ARCO", hereby proposes the drilling of an 10,550' Morrow 
test well at a location approximately 1700' FNL & 1000' FEL of Section 32, Township 
17 South, Range 28 East, Eddy County, New Mexico. It is currently anticipated that 
the drilling and proration unit for this well would be the W/2 of said Section 32. 
Attached hereto for your perusal, you will find a copy of our drilling cost estimate for 
this well which indicates a dry hole cost of $496,800 and total completed well cost of 
$713,800. 

Please indicate your election below of either to participate or not to participate in the 
drilling of this well and return one (1) copy of this letter to the undersigned. In the 
event that Harvey E. Yates Company desires to participate in the drilling of this well, I 
will be happy to submit an Operating Agreement to you for your review. In the event 
that Harvey E. Yates Company does not desire to participate in the drilling of this 
well, then ARCO hereby requests a Farmout of your leasehold interest in the E/2 of 
Section 32, Township17 South, Range 28 East, Eddy County, New Mexico on the 
following basis: 

1. Within 180 days of the execution of a formal Farmout Agreement, ARCO 
will commence or cause to be commenced the drilling of an initial test well 
at the above referenced location. Thereafter, said well shall be drilled to a 
depth of 11,100" or to a depth sufficient to adequately test the Morrow 
formation, whichever is the lesser depth. 



Harvey E. Yates Company 
November 2,1995 
Page 2 

2. Upon completion of a well capable of producing in paying quantities, 
ARCO shall earn an assignment of all your leasehold interest in the E/2 of 
said Section 32, insofar as same is included with the proration unit for said 
well, from the base of the ABO formation down to a depth of 100' below the 
total depth drilled. Harvey E. Yates Company shall retain an overriding 
royalty interest in an amount being equal to the difference between all 
existing burdens and twenty percent (20%). 

3. Any overriding royalty interest retained by Harvey E. Yates Company will 
be subject to proportionate reduction. 

4. Any acreage not previously earned by drilling the initial well, could be 
earned by the drilling of subsequent wells by not allowing more than 180 
days to elapse between the completion of one well and the commencement 
of the next well. 

5. The only penalty for failure to commence the drilling of said initial well, 
would be the termination of said Farmout Agreement. 

Should you have any questions or problems concerning this matter, please do not 
hesitate to contact me by telephone at (915) 688-5237. 

Sincerely, 

ARCO Permian 

John E. Lodge 
Land Director 

JEL:pc 
Enclosure 



Harvey E. Yates Company 
November 2,1995 
Page 3 

Harvey E. Yates Company hereby elects TO participate in the drilling of 
the Dancer 32 State Com. No. 1 Well 

Harvey E. Yates Company 

By: Date:. 

Harvey E. Yates Company hereby elects NOT TO participate in the drilling of 
the Dancer 32 State Com. No. 1 Well 

Harvey E. Yates Company 

By: Date:. 

Harvey E. Yates Company hereby elects to Farmout its leasehold interest to 
ARCO as described above for the drilling of the Dancer 32 State Com. No. 1 
Well 

Harvey E. Yates Company 

By: Date: 



ARCO Permian a unit of Atlantic Richfield Company Drilling Cost Estimate - Page 1 
I I Supplement m Original 

Well name TD 

Dancer 32 State Com #1 10,550' 
Location 

SE/4 NE/4, Section 32, T-17-S. R-28-E, Eddv County, slew Mexico 
District Area or Group Field 

SE New Mexico Asset Area Empire 
Objective 

Morrow @ 10150 Ft. ( 9 F 

Gen Data Processing information 

1 x 1 Development 9171 I T ! Single AFC N o . Original/Revision Indicator 

1 1 Exploratory 

1 I Workover/ 

9172 

9171 

1 1 Dual 

1 I Multiple 

l=Orlginal 

2=Revision 

RecomDletion 

Tangible Costs - SUB SOO and 550 
1. Tubular gooas Drilling Evaluation Completion Hem Total Gross Dollars 

13 3/8 ' O D f r o m 0 ft. to 500 : 0.000 5 1 3 10.000 
8 5/8 - O D f r o m 0 ft. to 2600 21.000 b 8 b 21.000 

' OD from ft. to 0 
5 1/2 • OD f rom 0 ft. t o 10550 60.000 6 b b 60.000 
2 7/8 " OD f rom 0 ft. to 10.000 50000 b 2 / 50,000 

• OD f rom ft. t o 0 
' OD f rom ft. to 0 

0 
2. Casinghead. Tubinghead. Christmas Tree 5.000 8.000 5 0 4 13000 
3. Tubing Accessories 4.000 5 0 6 4,000 
4. Artificial Lift Accessories 5 0 7 0 
5. Well Protective Structures 5 0 8 0 
6. Unclassified 1.000 2.000 0 0 0 3000 
7. Additional Basis (Sub 550) 0 

Caslnghead. Tublnghead. Christmas Tree 5 0 4 0 
Tubing Accessories 5 0 6 0 
Artificial Lift Accessories 5 0 7 0 
Well Protective Structures 5 0 8 0 

TOTAL TANGIBLES 37.000 0 124,000 161000 

Intangible Costs - SUB 600 
8. Contract Engineering Technical 16.000 4.000 0 1 3 20000 
9. Boat Operations 0 5 3 0 
10. Minor Supplies 0 7 6 0 
11. Electric Power ana Light 2 4 1 0 
12. Diesel Fuel 2 4 2 0 
13. Natural Gas 2 4 3 0 
14. Water 10.000 5O00 2 4 6 15000 
15. Property and Eguipment Rentals 4,000 2.000 2 4 8 6O00 
16. Security. Safety, and Rrefighttng 2O00 2O00 2 5 0 4 0 0 0 
17. Tubular Testing, and Inspection 2.000 3.000 5 0 3 5000 
18. Trucking Tubulars 2.000 4,000 5 0 9 6.000 
19. Casing Accessories 5.000 5,000 5 1 2 10000 
20. Site Preparation and Maintenance 20O00 5.000 5 1 4 25,000 
21. Permits. Insurance, and Damanges 3.000 5 1 5 3000 
22. Rig Moving Expense S 1 7 0 
23. Shorebases 5 2 1 0 
24. Camp Housekeeping 5 2 2 0 
25. Reclamation 2.000 2.000 5 2 5 4 0 0 0 
26. Air Freight and Transpprtation 5 2 8 0 
27. Disposal a n d Cleanup 5.000 2O00 5 3 1 7.000 



ARCO Permian a unit of Atlantic Richfield Company Drilling Cost Estimate - Page 2 

WeHneme 

Dancer 32 State Com #1 
LxJ Original 
I | Supplement Original/Revision Indicator 

Location 

Eddy County, New Mexico 
AFC No. l=Original pj 1 

2=Revision " I | 

District 

SE New Mexico Asset Area 

AFC No. l=Original pj 1 
2=Revision " I | 

Intangible Costs (Cont'd) - SUB 600 Drilling Evaluation 

Bern Total Cross Dollars 

Intangible Costs (Cont'd) - SUB 600 Drilling Evaluation Completion 

28. Contract Footage Drilling 

Q ft. 3 S QJ2Q per foot 

28. Contract Footage Drilling 

Q ft. 3 S QJ2Q per foot 5 3 2 0 

29. Contract Drilling Daywork 

Drilling 26 days @ : per day 162.000 

'mp^mwmm 29. Contract Drilling Daywork 

Drilling 26 days @ : per day 162.000 5 3 3 162O00 

30. Mobilizdtion, Demobilization fit Rig Mod. 30.000 5 3 4 30O00 

31. Roads d n d Airstrips 5 3 6 0 

32. Completion/Workover Daywork 

1Q days <3 : 1 000.00 per day 10,000 

32. Completion/Workover Daywork 

1Q days <3 : 1 000.00 per day 10,000 5 4 2 10000 

33. Drill String & BHA Rental 1,000 5 4 3 1.000 

34. Well Control Eauipment 1,000 5 4 7 1000 

35. Bits, Underreamers. & Hole Openers 

50.000 1.000 

35. Bits, Underreamers. & Hole Openers 

50.000 1.000 5 4 8 51000 

36. Drilling Mud and Transpprtation 30.000 5 5 1 30000 

37. Drilling Mud Eauipment and Services 5O00 5 5 2 5O00 

38. Completion Fluids 2.000 5 5 3 2000 

39. Open Hole Surveys 20000 5 5 7 20000 

40. Wireline Work 5 5 9 0 

41. Formation Monitoring 8.000 5 6 0 8000 

42. Cased Hole Surveys and perf. Fees 8.000 5 6 1 8O00 

43. Surface Well Test Eauipment 1.000 5 4 3 1.000 

44. Coring and Analysis 5 6 8 0 

45. Drill Stem Test Eauipment 5.000 5 7 2 5.000 

46. Fracturing. Acidizing, and Gravel Pack 5 7 7 0 

47. Divers 5 7 8 0 

48. Fishing Tool Rental 5 8 0 0 

49. Directional Drilling Tool Rental 25000 5 8 1 25O00 

50. Telecommunications & Navigational Needs 5 8 2 0 

51. Material Losses 5 6 8 0 

52. Capitalized Overhead 36.800 16.000 6 0 4 52.800 

53. Cement Running Fees for Casing fit Tubing 

13 3/8 * OD 400 Sacks 4.000 

53. Cement Running Fees for Casing fit Tubing 

13 3/8 * OD 400 Sacks 4.000 6 1 3 4O00 

8 5/8 " OD 1000 Sacks 8,000 6 8 5 8O00 

5 1/2 1 OD 1000 Sacks 17.000 6 5 5 17000 

0 

54. Cementing - Sgueezes & Plugs 6 9 9 0 

55. Unclassified 5,000 2.000 0 0 0 7000 

0 

0 

TOTAL INTANGIBLES 459.800 0 93.000 552.800 

TOTAL COST (Tangibles ft Intangibles) 496.800 0 217.000 713.800 

EVALUATED COST 496,800 
COMPLETED WELL COST 713,800 
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BEFORE THE 

OIL CONSERVATION DIVISION 

NEW MEXICO DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES 

IN THE MATTER OF THE APPLICATION 
OF ARCO PERMIAN, A UNIT OF 
ATLANTIC RICHFIELD, FOR 
COMPULSORY POOLING AND AN 
UNORTHODOX WELL LOCATION, 

EDDY COUNTY, NEW MEXICO. CASE NO. 11442 

AFFIDAVIT 

STATE OF NEW MEXICO ) 
) ss. 

COUNTY OF SANTA FE ) 

William F. Carr, authorized representative of ARCO Permian, a unit of Atlantic 

Richfield, the Applicant herein, being first duly sworn, upon oath, states that in accordance 

with the notice provisions of Rule 1207 of the New Mexico Oil Conservation Division the 

Applicant has attempted to find the correct addresses of all interested persons entitled to 

receive notice of this application and that notice has been given at the addresses shown on 

Exhibit "A" attached hereto as provided in Rule 1207. 

William F. c£rr William 

SUBSCRIBED AND SWORN to before me this f . < j day of January, 1996. 

Notary Public 

My Commission Expires: v uy> \, , ^ • -\ 



EXHIBIT A 

Fina Oil and Chemical Company 
Attn: Ms. Kitty Chalfant 
Post Office Box 299 
Midland, TX 79702 

Sharbro Oil Ltd. Co. 
a New Mexico Ltd. Liability Co. 
Box 840 
Artesia, NM 88210 

Yates Energy Corporation 
Box 2323 
Roswell, NM 88201 

Marico Exploration, Inc. 
207 South Fourth Street 
Artesia, NM 88210 

Yates Petroleum Corporation 
105 South Fourth Street 
Artesia, NM 88210 

Louis Dreyfus Gas Holdings, Inc. 
14000 Quail Springs Parkway 
Suite 600 
Oklahoma City, OK 73134 
Attn: Ms Carol Myers 

St. Clair Peyton Yates, Jr., and 
A. J. Losee, Trustees of the S.P. 
and Estelle H. Yates 1976 Trust for 
Jennifer Shannon Yates, The S.P. 
and Estelle H. Yates 1976 Trust for 
Mary Beth Yates and The S.P. and 
Estelle H. Yates 1976 Trust for 
Peyton William Yates Davis 
110 South Fourth Street 
Artesia, NM 88210 

Conoco Inc. 
Attn: Mr. Warren Richardson 
10 Desta Drive West 
Midland, TX 79705 

Cibola Energy Corporation 
Post Office Box 1668 
Albuquerque, NM 87103-1668 

St. Clair Peyton Yates, Jr. 
110 South Fourth Street 
Artesia, NM 88210 

Richard Martin Yates 
105 South Fourth Street 
Artesia, NM 88210 

Harvey E. Yates Company 
Box 1933 
Roswell, NM 88201 

Marathon Oil Company 
Attn: Mr. Randal Wilson 
Post Office Box 552 
Midland, TX 79702-0552 

AFFIDAVIT, 
Page 2 



S. P. Yates 
105 South Fourth Street 
Artesia, NM 88210 

Sunwest Bank of Albuquerque, N.A. 
Agent for the Aston Partnership 
Post Office Box 26900 
Albuquerque, NM 87125-6900 

Rogers Aston & The First National 
Bank in Dallas, Co-Trustee of the "C" 
Trusts under the Will of 
Bert Aston, deceased 
Post Office Box 1090 
Roswell, NM 88202 

Rogers Aston & The First National 
Bank in Dallas, Co-Trustee of the "C" 
Trusts under the Will of Bert Aston,dec. 
Post Office Box 1090 
Roswell, NM 88202 

Lincoln Aston 
2939 Vallejo Street 
San Francisco, CA 94123 

Rogers Aston 
Post Office Box 1090 
Roswell, NM 88202 

Earl R. Bruno, Jr. 
Post Office Box 590 
Midland, TX 79702 

Bulldog Energy Corporation 
Post Office Box 668 
Artesia, NM 88210 

Canyon Investments, Inc. 
Post Office Box 1999 
Midland, TX 79702 

Cheedle Caviness & 
Elizabeth Caviness 
7505 Dedrickson Avenue, NE 
Albuquerque, NM 87131 

Ruth Caviness Hatch Charitable Tr. 
Sunwest Bank of Albuquerque, N.A. 
Post Office Box 26900 
Albuquerque, NM 87125-6900 

Cerro Corporation aka 
Consolidated Coppermines Corp. C. 
a Delaware corporation 
c/o Eugene Nearburg 
3404 Stratford Ave. 
Dallas, TX 75205 

The First National Bank of Artesia 
as Trustee for Jean Coleman under 
the Jean Coleman Trust 
303 West Main Street 
Artesia, NM 88210-2133 

Jeannie H. Collins 
3500 D Enfield 
Austin, TX 78703 

Conoco, Inc. 
Attn: Mr. Warren Richardson 
10 Desta Drive West Suite 100W 
Midland, TX 79705 

Ben A. Copass, Jr. 
Post Office Box 1377 
Alpine, TX 79831 

AFFIDAVIT, 
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Cibola Energy Corporation 
Post Office Box 1668 
Albuquerque, N M 87103-1668 

H.M. Drake 
Post Office Box 65204 
Lubbock, TX 79464 

Louis Dreyfus Gas Holdings, Inc. 
14000 Quail Springs Parkway, #600 
Oklahoma City, OK 73134 

EM Nominee Partnership Co. 
a Colorado general partnership 
Stanford Place I I I 
4582 South Ulster St. Pkw., Suite 1700 
Denver, CO 80237 

Exxon Company USA 
Post Office Box 1600 
Midland, TX 79702 

Fina Oil & Chemical Company 
Post Office Box 2990 
Midland, TX 79702 

Walter Grandberry, Jr. 
4811 14th Street 
Lubbock, TX 79416 

Judy B. Gurley Oil & Gas Account 
2005 Hemlock St. 
Borger, TX 79007 

Hallwood Consolidated Partners, L.P. a 
Colorado limited Partnership, formerly 
(Quinoco Consolidated Partners, L.P.) 

4582 South Ulster St. Pkw., Suite 1700 
Denver, CO 80237 

Regents of the University of NM, 
Carl A. Hatch Professorship of Law & 
Public Administration Fund 
227 Scholes Hall, University, NE 
Albuquerque, N M 87131 

Carl F. Hatch 
1616 South Monroe 
SanAngelo, TX 76901 

Frank Hatch 
5011 F Street 
Sacramento, CA 95819 

Ryan P. Hatch 
14140 Saddle River Drive 
Gaithersburg, MD 20878 

Carla Leet-Assaf 
3224 Timmons Lane, #168 
Houston, TX 77027 

Frederika A. Leet 
2 Briar Oak Drive 
Weston, CT 06883 

Glen F. Leet, Jr. 
2 Briar Oak Drive 
Weston, CT 06883 

Marianne Solt Lewis 
31 E. Jackson Rd. 
Artesia, N M 88210 

Marathon Oil Company 
Post Office Box 552 
Midland, TX 79702 

AFFIDAVIT, 
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Marico Exploration, Inc. 
207 South Fourth Street 
Artesia, NM 88210 

Robert A. Marshall 
Post Office Box 1422 
Midland, TX 79702 

Mewbourne Oil Company 
500 West Texas Avenue 
Suite 1020 
Midland, TX 75111 

Nations Bank of Dallas formerly 
Republic Bank Dallas, N.A. 
Trustee Under the 1/10/78 Trust Agr. 
for the Jim & Rose Miller Trust 
Post Office Box 830270 
Dallas, TX 75283-0270 

Eugene Nearburg and 
Gretchen B. Nearburg 
c/o Nearburg Producing Co. 
3300 North A Street, Bldg. 8, #100 
Midland, TX 79705 

Sharon A. Olsen, Trustee under 
Declaration of Trust Created by 
Sharon Aston Olsen dated 7/31/81 
Post Office Box 283 
South Laguna, CA 92677-0283 

Oxy USA, Inc. 
Post Office Box 50250 
Midland, TX 79710 

Victoria Hatch Pereira 
Rua Mauro D'Araujo Ribeiro 485 
Jaragua Cibade Abril 
05182 Sao Paula, S.P. Brasil 

Petco, Inc. 
c/o Breck Operating Corporation 
Post Office Box 911 
Breckridge, TX 76024-0911 

Read & Stevens, Inc. 
Post Office Box 1518 
Roswell, NM 88202 

T. T. Sanders, Jr. 
Post Office Box 550 
Roswell, NM 88202 

Carlsbad National Bank, Trustee of 
the Nelle Scheurich Trust 
1509 West Pierce Street 
Carlsbad, NM 88220-4021 

Sharbro Oil Ltd., Co. 
a New Mexico Ltd. Liability Co. 
Post Office Box 840 
Artesia, NM 88210 

Henry Shaw 
Post Office Box 2723 
Midland, TX 79702 

Walter Solt and Bernice Solt 
c/o Marianne Solt Lewis 
31 E.Jackson Road 
Artesia, NM 88210 
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Southland Royalty Company 
c/o Meridian Oil, Inc. 
3300 N. A Street, Bldg. 6 
Midland, TX 79705 

Sun Operating Ltd. Partnership 
a Delaware Corp. 
c/o Oryx Energy Company 
13155 Noel Road 
Dallas, TX 75240-5067 

Harriet Hatch Trapani 
42 Nubbard Avenue 
Cambridge, MA 02140 

Triple J & B Enterprises 
3922 Bach Blvd. 
Carrolton, TX 75005 

Joe A. Warren Estate 
c/o Eugene E. Nearburg 
1608 LakewayBlvd. 
Austin, TX 78734 

Yates Petroleum Corporation 
105 South Fourth Street 
Artesia, NM 88210 

Harvey E. Yates Company 
Post Office Box 1933 
Roswell, NM 88201 

Richard Martin Yates 
c/o Yates Petroleum Corporation 
105 South Fourth Street 
Artesia, NM 88210 

S. P. Yates 
c/o Yates Petroleum Corporation 
105 South Fourth Street 
Artesia, NM 88210 

St. Clair Peyton Yates 
110 South Fourth Street 
Artesia, NM 88210 
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CAMPBELL, CARR 8 BERGE, P.A. 
L A W Y E R S 

M I C H A E L B C A M P B E L L 

W I L L I A M F C A R R 

B R A D F O R D C . B E R G E 

M I C H A E L H . F E L D E W E R 7 

T A N N I S L . F O X 

T A N Y A M . T R U J I L L O 

P A U L R . O W E N 

J E F F E R S O N P L A C E 

S U I T E I - I I O N O R T H G U A D A L U P E 

P O S T O F F I C E B O X 2 2 0 8 

SANTA FE, NEW MEXICO 87504-2208 

T E L E P H O N E : ( 5 0 5 ) 9 8 8 - 4 4 2 1 

T E L E C O P I E R : ( 5 0 5 ) 9 8 3 - 6 0 4 3 

J A C K M . C A M P B E L L 

O F C O U N S E L 

December 21, 1995 
CERTIFIED MAIL 
RETURN RECEIPT REQUESTED 

TO AFFECTED INTEREST OWNERS: 

Re: Application of ARCO Permian, a unit of Atlantic Richfield, for Compulsory 
Pooling and an Unorthodox Well Location, Eddy County, New Mexico 

Gentlemen: 

This letter is to advise you that ARCO Permian, a unit of Atlantic Richfield has filed the 
enclosed application with the New Mexico Oil Conservation Division seeking the force 
pooling of all mineral interests in the E/2 of Section 32, Township 17 South, Range 28 East, 
N.M.P.M., Eddy County, New Mexico. ARCO proposes to dedicate the referenced pooled 
unit to its Dancer 32 State Com #1 Well to be drilled to the Morrow formation at an 
unorthodox location 1728 feet from the North line and 916 feet from the East line of said 
Section 32. 

This application has been set for hearing before a Division Examiner on January 11, 1996. 
You are not required to attend this hearing, but as an owner of an interest that may be 
affected by this application, you may appear and present testimony. Failure to appear at that 
time and become a party of record will preclude you from challenging the matter at a later 
date. 

Parties appearing in cases have been requested by the Division (Memorandum 2-90) to file 
a Prehearing Statement substantially in the form prescribed by the Division. Prehearing 
statements should be filed by 4:00 o'clock p.m. on the Friday before a scheduled hearing. 

WILLIAM F. CARR 
ATTORNEY FOR ARCO PERMIAN, A UNIT OF ATLANTIC RICHFIELD 
WFC:mlh 
Enc. 
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BEFORE THE 
OIL CONSERVATION DIVISION 

Santa Fe, New Mexico 

Case No. 11442 Exhibit No. 7 

Submitted by: ARCO Permian a unit of Atlantic Richfield 

Hearing Date: January 11. 1996 
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BEFORE THE 
OIL CONSERVATION DIVISION 

Santa Fe, New Mexico 

Case No. 11442 Exhibit No. 10 

Submitted by: ARCO Permian a unit of Atlantic Richfield 

Hearing Date: January 11. 1996 
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