
4RC0 Permian 

February 4, 1997 
Certified Mail 
Return Receipt Requested 

Amoco Production Company 
Attention: Mr. Jerry D. West 
P. O. Box 4891 

Enron Oil & Gas Company 
Attention: Mr. Patrick J. Tower 
P. O. Box 2267 
Midland, Texas 79702 Houston, Texas 77210-4891 

Phillips Petroleum Company 
Attention: Mr. James S. Welin 
4001 Penbrook 
Ouessa, Texas 79710 

BEFORE THE 
OIL CONSERVATION DIVISION 

Santa Fe. New Mexico 

Re: Well Proposal 
Mimosa 8 State Com. No. 1 Well 
Township 18 South, Range 28 East 
Section 8: S/2 
Eddy County, New Mexico 

Submitted by: ARCO Permian a unit of Atlantic Richfie: 

Case No. 11726 Exhibit No. 4 

Hearing Date:. March 6. 1997 

Gendemen: 

Please be advised that ARCO Permian, a unit of Atlantic Richfield Company, 
hereinafter referred to as "ARCO", proposes the drilling of a 10,700' Morrow test 
well at a surface location being approximately 350' FSL and 2003' FWL of Section 8, 
Township 18 South. Range 28 East, Eddy County, New Mexico. It is currently 
anticipated that the drilling and proration unit for this well will be the S/2 of said 
Section 8. Enclosed for your review is a copy of our drilling cost estimate for this 
well which indicates a dry hole cost of $450,300 and total completed well cost of 
$643,600. 

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 you desire to participate in the drilling of this well, an Operating Agreement will 
be submitted 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 S/2 of Secuon 8, Township 18 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 10,700' 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 S/2 of 
said Section 8, insofar as same is included with the proration unit for said 
well, from the surface 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) 688-5270. 

Very truly yours, 

ARCO Permian 

Lee Scarborough 1 — 
Land Director, SE New Mexico 

LMS/sb 

Enclosure 
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Amoco Production Company hereby elects TO participate in the drilling of the 
Mimosa 8 State Com No. 1 Well 

Amoco Production Company 

By: Date: 

Amoco Production Company hereby elects NOT TO participate in the drilling of the 
Mimosa 8 State Com. No. 1 Well 

Amoco Production Company 

By: Date: 

Amoco Production Company hereby elects to Farmout its leasehold interest to 
ARCO as described above for the drilling of the Mimosa 8 State Com No. 1 Well 

Amoco Production Company 

By: Date: 
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Enron Oil & Gas Company hereby elects TO participate in the drilling of the Mimosa 
8 State Com No. 1 Well 

Enron Oil & Gas Company 

By: Date: 

Enron Oil & Gas Company hereby elects NOT TO participate in the drilling of the 
Mimosa 8 State Com. No. 1 Well 

Enron Oil & Gas Company 

By: Date: 

Enron Oil & Gas Company hereby elects to Farmout its leasehold interest to ARCO 
as described above for the drilling of the Mimosa 8 State Com No. 1 Well 

Enron Oil & Gas Company 

By: Date: 
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Phillips Petroleum Company hereby elects TO participate in the drilling of the 
Mimosa 8 State Com No. 1 Well 

Phillips Petroleum Company 

By: Date: 

Phillips Petroleum Company hereby elects NOT TO participate in the drilling of the 
Mimosa 8 State Com. No. 1 Well 

Phillips Petroleum Company 

By: Date: 

Phillips Petroleum Company hereby elects to Farmout its leasehold interest to 
ARCO as described above for the drilling of the Mimosa 8 State Com No. 1 Well 

Phillips Petroleum Company 

By: Date: 
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.SCO Permian 

February 10, 1997 

Phillips Petroleum Company Fax #(915) 368-1554 
4001 Penbrook 
Odessa, Texas 79762 

Attention: Mr. James S. We lin 

Re: Mimosa 8 State Com #1 Well 
Township 18 South, Range 28 East 
Section 8: S/2 
Eddy County, New Mexico 

Gendemen: 

Reference is made to that certain participation letter dated February 4, 1997 from 
ARCO Permian, a unit of Adantic Richfield Company ("ARCO") to Phillips 
Petroleum Company ("Phillips"), whereby ARCO proposed to drill a 10,700' Morrow 
test at an unorthodox surface location approximately 350' FSL and 2003' FWL of the 
above described Section 8. The purpose of this letter is to confirm the commitment 
of Phillips to ARCO to i) farmout its leasehold interest in the above referenced 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 
Phillips on Thursday, February 13, 1997, to assist Phillips in determining if it desires 
to participate in the drilling of the referenced well. 

2) Within seven (7) days (February 20, 1997) after ARCO makes the above 
mentioned geological presentation to Phillips, Phillips 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. 

3) In the event that Phillips 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. A mutually acceptable Operating Agreement will be entered 
into by Phillips and ARCO, prior to the drilling of this well, having ARCO designated 
as operator. 

4) In the event Phillips elects not to participate in the drilling of the test well, 
Phillips will farmout all of its leasehold interest to ARCO covering the S/2 of Section 
8, Township 18 South, Range 28 East, Eddy County, New Mexico, on the following 
basis: 
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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 
the approximate location described above. Thereafter, said well shall be 
drilled to a depth of 10,700' or to a depth sufficient to adequately test the 
Morrow formation, whichever is the lesser. 

B. Upon completion of a well capable of producing in paying quantities, 
ARCO shall earn an assignment of all of Phillips' leasehold interest in the S/2 
of said Section 8 insofar and only insofar as same is included within the 
geographic boundary of the proration unit for said well, from surface down to 
the base of the deepest producing formation. Phillips shall retain an overriding 
royalty interest in an amount being equal to the difference between all existing 
leasehold burdens and iwenty-five (25%) percent 

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

D. The only penalty for failure to commence the u'rilling of said initial well 
would be the termination of said Farmout Agreement 

If you are in agreement with all of the terms described above, please so indicate by 
signing below in the space provided, returning one copy to the undersigned. 

Very truly yours, 

Lee M. Scarborough 
Land Director, SE New Mexico 

LMS/sb 

ACCEPTED AND AGREED TO THIS DAY OF , 1997. 

Phillips Petroleum Company 

By: 

Its: 



SENDER: 
• Completa items 1 and/or 2 for additional services. 
• Completa items 3, and 4a & b. 
• Print your name anc address on the reverse of this form so that we can 
return this card to you. 
• Attach this form to the front of the mailpiece, or on the back if space 
does not permit. 
• Write "Return Receipt Requested" on the mailpiece below the article number. 
• The Return Receipt Fee will provide you the signature of the person deliverec 
to and the date of delivery. 

1 also wish to receive the 
following services (for an extra 
fee): 

1. D Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 
3. Article Addressed to: 

Amoco Production Company 

A t t n : Mr. Jerry D. West 

P. 0. Box 4891 

Houston, Texas 77210-4891 

/ 

4a. Art ic le Number 

P 080 149 505 

3. Article Addressed to: 

Amoco Production Company 

A t t n : Mr. Jerry D. West 

P. 0. Box 4891 

Houston, Texas 77210-4891 

/ 

4b. Service Type 
• Registered • Insured 

CH Certified G COD 
• Express Mail LU Return Receipt for 

Merchandise 

3. Article Addressed to: 

Amoco Production Company 

A t t n : Mr. Jerry D. West 

P. 0. Box 4891 

Houston, Texas 77210-4891 

/ 

7. Oate of Delivery £ £ £ £ t 9 9 7 

5. Sig^lattire (Addressee)^") / 8. Addressee's Address (Only if requested 
and fee is paid) 

6. Signature (Agen'i) / 

(J y 

8. Addressee's Address (Only if requested 
and fee is paid) 

PS Form 3 8 1 1 . November 1990 <ru.s.GPO: 1991-287-066 D O M E S T I C R E T U R N R E C E I P T 

SENDER: 
• Complete items 1 and/or 2 for additional services. 
• Complete items 3. and 4a & b. 
• Print your name and address on the reverse of this form so that we can 
return this card to you. 
• Attach this form to the front of the mailpiece, or on the back if space 
does not permit. 
• Write "Return Receipt Requested" on the mailpiece below the article number. 
• The Return Receipt Fee will provide you the signature of the person delivered 
to and the date of delivery. 

1 also wish to receive the 
following services (for an extra 
fee): s 

1. LJ Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 
3. Article Addressed to: 

P h i l l i p s Petroleum Company 

A t t n : Mr. James S. Welin 

4001 Penbrook 

Odessa, Texas 79710 

4a. Article Number 

P 080 149 530 

3. Article Addressed to: 

P h i l l i p s Petroleum Company 

A t t n : Mr. James S. Welin 

4001 Penbrook 

Odessa, Texas 79710 

4b. Service Type 

• Registered • Insured 

G Certified • COD 
• Express Mail C Return Receipt for 

Merchandise 

3. Article Addressed to: 

P h i l l i p s Petroleum Company 

A t t n : Mr. James S. Welin 

4001 Penbrook 

Odessa, Texas 79710 

7. Date of Delivery „ . 

5. Signature (AddtgssseK 8. Addressee's Address (Cjpty iFrequested 
and fee is paid) 

8. Addressee's Address (Cjpty iFrequested 
and fee is paid) 

8 1 1 , November 1990 u.s. GPO: 1991—287-066 D O M E S T I C R E T U R N R E C E I P T 

SENDER: 
• Complete items 1 and/or 2 for additional services. 
• Complete items 3, and 4a &: b. 
• Prim your name and address on the reverse of this form so that we can 
return this card to you. 
• Attach this form to the front of the mailpiece, or on the back if space 
does not permit. 
• Write "Return Receipt Requested" on the mailpiece below the anicle number. 
• The Return Receipt Fee will provide you the signature of the person deliverer 
tn and the date of delivery. 

1 also wish to receive the 
following services (for an extra 
fee): 

1. LJ Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 

3. Article Addressed to: 

Enron Oil & Gas Company 

A t tn : Mr. Patr ick J . Tower 

P. 0. Box 2267 

Midland, Texas 79702 

4a. Art ic le Number 

P 080149 506 

3. Article Addressed to: 

Enron Oil & Gas Company 

A t tn : Mr. Patr ick J . Tower 

P. 0. Box 2267 

Midland, Texas 79702 

4b. Service Type 
• Registered • Insured 

E Certified • COD 
• Express Mail LU R e ^ m Receipt for 

Merchandise 

3. Article Addressed to: 

Enron Oil & Gas Company 

A t tn : Mr. Patr ick J . Tower 

P. 0. Box 2267 

Midland, Texas 79702 

7. Date of Delivafjfc-, . _ 

r c.3 0 5 _97 
5. Signature (Addressee) 8. Addressee's Address (Only if requested 

and fee is paid) 

6. Signature (Aaent) 

8. Addressee's Address (Only if requested 
and fee is paid) 

npo-1991-287-066 D O M E S T I C RETURN RECEIPT 
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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 DIVISION OF 
ATLANTIC RICHFIELD COMPANY, FOR 
COMPULSORY POOLING, DIRECTIONAL 
DRILLING AND UNORTHODOX WELL 
LOCATIONS, EDDY COUNTY, NEW MEXICO. CASE NO. 11726 

William F. Carr, authorized representative of ARCO Permian, a Division 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. 

AFFIDAVIT 

STATE OF NEW MEXICO 
) ss. 

COUNTY OF SANTA FE 

SUBSCRIBED AND SWORN to before me this 

Notary Public 

My Commission Expires: 


