
STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE APPLICATION CASE NO. Koofe 
OF ROBERT E . LANDRETH FOR A H ^ 
DETERMINATION OF REASONABLE WELL COSTS <>> : 
LEA COUNTY, NEW MEXICO •= £3 

REPLY OF 
SANTA F E ENERGY RESOURCES, INC. 

Comes now Santa Fe Energy Resources, Inc. ("Santa Fe") and replies to Robert 

E. Landreth's ("Landreth") response to Santa Fe's motion to dismiss his case. 

THE PROBLEM 

Santa Fe commenced drilling the Gaucho Unit Well No. 2 ("the original well") 

which was lost when the drill string separated at 3,783 feet. They continued operations 

by skidding the rig 75 feet and drilling the Gaucho Unit Well No. 2-Y ("the substitute 

well") which was completed as a very successful Morrow gas well.1 

When an original well fails under these circumstances, the custom and practice in 

the oil and gas industry is to treat a substitute well as a continuation of the operations 

commenced on the original well. ' The problem is that Landreth accepts this fact as to 

9.375 % of his working interest but argues to the contrary as to the balance of his working 

interest. 

1 See Exhibit 1 

1 See Exhibit 12 



He now wants the Division to declare that 28.125% of his share of production 

from the substitute well cannot be used to pay for his share of the costs and penalty for 

the original well. 

THE ISSUES 

These are the issues involved in this case and the sequence in which those issues 

should be addressed by the Division: (a) did the Joint Operating Agreement, including 

Revised Exhibit "A", replace the compulsory pooling order affecting Landreth's interest; 

(b) if not, then did the compulsory pooling order apply to Landreth's interest in the 

substitute well; and (c) in either case, can Landreth's share of production in the substitute 

well be applied to pay for his costs and penalty for the original well. 

More specifically, does the Division have jurisdiction to interpret the intent of the 

parties in making this contract or should this matter be stayed by the Division and 

resolved by the courts. 

If the Division asserts jurisdiction, then the Division must decide if Santa Fe's 

Joint Operating Agreement ("JOA"), including revised Exhibit "A", is clear and 

unambiguous. If so, then the Division must grant Santa Fe's Motion to Dismiss because 

on April 30, 1997, after the date of the compulsory pooling order, Landreth signed and 

accepted Santa Fe's JOA including the Revised Exhibit "A" dated 4/21/97 and in doing 

so, agreed to the redrilling of this well and agreed that he was participating for 25% of 

his interest (9.375 % WI) and going "non-consent" as to the remaining 75 % of his interest 

(28.125 % WI) as to both the original well and the substitute well. Revised Exhibit "A" 
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is clear and unambiguous. When the language of a contract can be fairly and reasonably 

construed in only one way, the contract is not ambiguous and the court cannot rely upon 

parol or extrinsic evidence to determine the intent of the parties.3 If the court decides that 

a writing was intended as a contract, the court is bound by the parol evidence rule from 

hearing collateral evidence for purposes of construing the contract in a manner that varies 

or cont, ..diets the clear and unambiguous language of that contract.4 

However, if the JOA is ambiguous, then parol or extrinsic evidence is admissible, 

and the Division's Examiner will have to engage in a complicated hearing involving (i) 

all of the documentary evidence to decide if the JOA replaced the compulsory pooling 

order and if so to what extent and (ii) all the testimony of the parties so that he can 

decide what Landreth was doing when he signed the JOA and approved Revised Exhibit 

"A". 5 

If the Division decides that the JOA replaced the compulsory pooling order, then 

this case is over. If not, then the Division must decide if the compulsory pooling order 

applies to the original well and the substitute well. Finally, the Division will have to 

decide if its compulsory pooling orders will be consistent with the custom and practice 

of the oil and gas industry concerning substitute wells. 

3 See Harper Oil Company v. Yates Petroleum Corporation, 105 N.M. 
430 (1987). 

4 See C. R. Anthony Company v. Loretto Mall Partners, 112 N.M. 
504 (1991). which is cited in Landreth's Response at page 8 but whose holding 
is exactly opposite from the point upon which Landreth wants to rely. 

5 See C. R. Anthony Company, supra. 
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ARGUMENT 

In his response to Santa Fe's motion to dismiss, Landreth contends for the first 

time that the compulsory pooling order only covered the original well; that the pooling 

order expired; that by skidding the rig and redrilling the well, 28.125 % of his interest in 

the substitute well is not subject to the compulsory pooling order; and that none of his 

share of production from the substitute well can be applied to pay for his share of the 

costs or the 200% risk penalty for the original well. 

In order to support his new position, Landreth has to distort the f\cts, abandon 

previous admissions and attempt to weave his way past two very simple facts—Revised 

Exhibit "A" to the JOA clearly includes both the original well and the substitute well and 

clearly provides for the recovery of a 300% penalty before Landreth is entitled to his 

original 37.5% working interest. 

There is no question, Landreth has conceded that the costs and penalty for both 

wells can be paid for by production from the substitute well. Only now after Santa Fe 

drilled the substitute well6 in time to save Landreth's expiring lease7 and only after the 

substitute well nears payout of its cost plus 200% penalty,8 does Landre: ome forward 

6 The original well was abandoned on March 31, 1997, the ng was 
skid 75 feet and the substitute well spudded on April 4, 1997. See Exhibit 1 
attached. 

7 See Exhibit 1 (Landreth's lease would have expired on June 30, 
1997) 

g See Exhibit 11 
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with this novel notion that he should not have to reimburse Santa Fe for the enormous 

risk he asked them to assume for him. 

LANDRETH'S DISTORTION #1: 

Landreth now contends that the original pooling order does not apply to the 

substitute well. While it is Santa Fe's position that the JOA replaced the compulsory 

pooling order, if the Division concludes it did not, it must also reject Landreth's 

contention that it does not apply to the substitute well. Amazingly, Landreth has already 

rejected his own argument both before and after his attorney filed his Response. On April 

24, 1998, Landreth wrote to the Division admitting that he is "a working interest owner 

and a forced pooled party..." and conceding that the "well in question was completed in 

June of 1997."9 See Exhibit 3. On June 29, 1998, Landreth's engineer wrote to Santa 

Fe admitting that the compulsory pooling order applied to the substitute well but 

contending Landreth's share of the costs of the original well should be excluded. See 

Exhibit 4. On December 4, 1998, Landreth wrote to Santa Fe and admitted that all he 

wanted was "simply for an exclusion of the costs associated with the Gaucho #2 well..." 

See Exhibit 5. In addition, this argument is contrary to the letter his attorney filed with 

the Division dated June 4, 1998 admitting that the compulsory pooling order and its well 

cost provisions apply to both the original well and substitute well which Santa Fe "has 

drilled on this pooled unit." See Exhibit 6. 

9 Landreth is referring to the substitute well. 
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It is impossible to accept Landreth's argument about the compulsory pooling order 

not applying to Landreth's interest in the substitute well when he admits that Revised 

Exhibit "A" "shows Landreth's 9.375% prepayout interest and his 37.5% working 

interest after Santa Fe recoups the actual costs and risk charged authorized by Order No 

R-10764." See Landreth's Response at page 8. If Landreth wants to believe that 

Revised Exhibit "A" is consistent with his March 28, 1997 letter, then he must also 

concede that Revised Exhibit "A" contains the following caption: "INITIAL WELL: 

GAUCHO UNIT NO. 2 & 2-Y WELLS" which clearly shows that Landreth is agreeing 

to go non-consent for 300% as to both the original and substitute wells. 

Recognizing the fatal flaw in Landreth's position, his attorney is now . Tempting 

to retract all of Landreth's admissions that the compulsory pooling order applies to the 

substitute well. 1 0 Because if he does not, then the only logical conclusion would be that 

if the pooling order applies to the substitute well, then it also must still apply to the 

original well. When that happens, production from the substitute well can be used to pay 

for the original well and Landreth' s claim is denied. Fortunately, the doctrine of estoppel 

prevents Landreth from advancing a claim which is inconsistent with his prior position. 

See Rodriguez v. La Mesilla Cost. Co. 123 N.M. 489 (N.M.App. 1997). 

See Exhib i t 5. 
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LANDRETH'S DISTORTION #2 

Landreth argues that Revised Exhibit "A" is simply a reflection of Landreth's 

"agreement"11 with Santa Fe as set forth in his March 28, 1997 letter. See Exhibit 7 

However, his argument totally ignores the consequences of his ipproval of a subsequent 

letter dated March 31, 1997 which is contrary to and replaces the prior letter. See 

Exhibit 8. Santa Fe's March 31, 1997 letter advised Landreth that the original well was 

lost, but more importantly states the percentages of ownership which lists Landreth with 

9.375%. This means that the rest of his interest is "non-consent" and is controlled by 

Santa Fe and Southwestern, each with 45.3125%, until they have recovered Landreth's 

share of costs and penalty for the substitute well. Once he agreed in writing that his 

interest is 9.375% then he is estopped to later claim that 28.125% of his int.rest has not 

been committed to the substitute well. On April 1, 1997 when Landreth signed and 

approved the March 31, 1997 letter, if he was of the opinion that he was no longer 

subject to the compulsory pooling order for the substitute well, then he should not have 

signed this letter. By approving the March 31, 1997 letter, Landreth also agreed to the 

continuation of operations commenced for the original well and conceded that he should 

pay for both. 

He is barred by the doctrine of equitable estoppel from now disavowing the 

consequences of having approved the March 31, 1997 letter agreement. Those 

consequences are that Revised Exhibit "A" is consistent with the March 31, 1997 letter 

11 Santa Fe denies that this letter was an agreement. 
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and not the March 28, 1997 letter; that Santa Fe and Southwestern can recover from 

28.125 % of Landreth's interest the costs and non-consent penalty for both wells; and that 

the drilling of the substitute well is simply a continuation of the operations commenced 

for the original well. See Brown v. Taylor, 120 N.M. 302 (1995) 

LANDRETH'S DISTORTION #3: 

Landreth also contends that Revised Exhibit "A" does not commit all oi Landreth's 

interest in both wells to the JOA. He does so by trying to confuse the Division into 

incorrectly understanding Revised Exhibit "A". To do so, he directs the Division's 

attention to the interest of Amerada Hess whose interest continues to be subject to the 

compulsory pooling order and then states "Neither Amerada Hess nor Landreth ever 

agreed to a 300% risk penalty provision." Landreth's Response at page 6. Nothing 

could be farther from the truth. Landreth, not Amerada Hess, signed the JOA. Amerada 

Hess, not Landreth, is still subject to the compulsory pooling order. By signing the JOA 

and approving Revised Exhibit "A" Landreth agreed to a 300% penalty.12 See Exhibits 

8 & 9. If he did not, then the right column of Revised Exhibit "A" should be deleted.11 

If he did not, then the heading for that column which states "Wl (APO 300%)" has no 

purpose or meaning. 

u For illustration purposes, the relevant portions of Revised Exhibit "A" 
have been pasted together on one page. 

1 3 See Exhibit 10 & 11 
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Landreth now wants to avoid the clear and unambiguous meaning of Revised 

Exhibit "A"—language which can be fairly and reasonably construed in only one way— 

language in which Landreth has agreed that he was participating for 25 % of his working 

interest (9.375%) and going "non-consent" as to the remaining 75% of his working 

interest (28.125%) as to both the original and substitute well. 

Finally and wrongly, Landreth contends that Revised Exhibit "A" is consistent with 

the March 28, 1997 letter. This contention is also not true. Revised Exhibit "A" would 

have to be significantly different if it were to be consistent with the March 28, 1997 

letter. See Exhibit 10 (an sample of how Revised Exhibit "A" would have to be 

modified to be consistent with the March 28, 1997 letter). 

The fundamental problem with Landreth's argument is that it just does not matter 

whether the compulsory pooling order is still in effect or not. He cannot escape the 

simple fact that by signing the JOA and approving its Revised Exhibit "A", he has 

conceded that the costs and penalty for both wells can be paid for by production from the 

substitute well. 

LANDRETH'S DISTORTION #4 

In a desperate attempt to avoid the consequences of Revised Exhibit "A", Landreth 

incorrectly argues that the Division can use parol or extrinsic evidence to obtain a 

"contextual understanding" of a clear and unambiguous contract. See Landreth Response 

page 8. This is just a clever attempt to mislead the Division into allowing Landreth to 
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improperly introduce extrinsic evidence so he can contradict the clear and unambiguous 

language of Revised Exhibit "A", To fall into Landreth's legal trap is to undermine the 

finality of an unambiguous contract.14 It is obvious that Landreth is desperate to have 

the Division look behind the contract so that he can now testify that he never intended to 

pay for the costs of the original well. The cases cited by Landreth are either factually 

or legally distinguishable or do not support his contention in this case.15 His attempt to 

have the Division enter into a complex evidentiary hearing to reconstruct the even.* 

leading up to his approval of Revised Exhibit "A" only induces the Division to exceed 

its jurisdictional authority by "construing a contract and interpreting the intent of the 

parties". This is an activity far outside the Division's jurisdiction, expertise and 

authority. 

1 4 See C. R. Anthony Co. v. Loretto Mall Partners, 112 N.M. 504 
(1991). 

1 5 The Anthony decision, dealing with the issues of "mutual mistake" 
and an "unambiguous lease", support's Santa Fe and not Landreth. The Mark 
V decision, involving an ambiguous contract, held that evidence may be 
presented to fact finder to aid in interpretation of ambiguous agreement, but no 
evidence should be received when its purpose or effect is to contradict or vary 
the agreement's terms. The Jaramillo decision, dealing with the definition of 
"you" in an insurance agreement and relying upon the Anthony and Mark V 
cases, held that the court may consider the context in which a contract was 
made to determine whether the parties' words are ambiguous. In Landreth's 
case, he concedes that Revised Exhibit "A" is not ambiguous. 
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LANDRETH'S DISTORTION #5 

To illustrate how convoluted such a hearing would be if the Division engages in 

an extrinsic evidentiary proceeding to construe the JOA, it is necessary only to examine 

Landreth's reference to Steve Smith's letter dated May 4, 1998 cited by Landreth to 

support his contention that Santa Fe's "actions following the execution of the operating 

agreement were consistent with the March 28, 1997 agreement..." If Mr. Smith were to 

testify then he would tell the Division that he was newly employed by Santa Fe, did not 

examine this issue, sin, . ly assumed the pooling order was still valid as to both wells 

because Landreth said so, and was only relying to Landreth's letter requesting the costs 

for the wells.16 Afterwards, Mr. Smith has examined this issue and has reached the 

conclusion that by signing Santa Fe's JOA and approving its Revised Exhibit "A", 

Landreth has conceded that the costs and penalty for both wells can be paid for by 

production from the substitute well.1 7 

LANDRETH'S DISTORTION #6 

After the substitute well is completed and production established, Santa Fe asked 

the Turner & Davis law firm ("Turner") to determine what parties were entitled to share 

in that production and in what percentages. Turner examined all of the documents, 

including the compulsory pooling order and JOA. On October 6, 1997 it rendered a 

1 6 See Exhibit 11 (Steve Smith Affidavit). 

1 7 See Exhibit 11 (Steve Smith Affidavit) 
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Division Order Title Opinion which concluded that (a) the compulsory pooling order 

applied to the substitute well; and (b) that 28.125 % of Landreth's interest in the substitute 

well is subject to a 300% reimbursement by Santa Fe and Southwestern. The opinion 

did not address the topic of whether the costs of the original well could be paid for with 

production from the substitute well. 

In order to advance his argument, Landreth wants the Division to accept only that 

part of the Turner Opinion which he argues supports his conclusion that the JOA did not 

"replace" the compulsory pooling order and conveniently forgets the second part of the 

opinion which concluded that the pooling order applies to the substitute well for which 

Landreth is "300% non-consent" as to 28.125% of his interest. 

Landreth cannot have it both ways. He cannot selectively adopt part of the opinion 

and ignore that part which he does not like. Landreth cannot reject that portion of the 

Turner Opinion which shows that the compulsory pooling order continues to apply to the 

substitute well. 

The Turner Opinion does not address whether the costs of the original well can be 

paid for with production from the substitute well. Santa Fe has obtain a supplemental 

opinion from Turner which answers that question in the affirmative.18 

If the Division wants to rely upon Turner to decide this case, then the Division can 

conclude that (a) the compulsory pooling order applies to the substitute well; (b) 28.125 % 

of Landreth's interest in the substitute well is subject to a 300% reimbursement to Santa 

1 8 See Exhibit 12 (Turner Affidavit). 
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Fe and Southwestern; and (c) Landreth's share of production from the substitute well can 

be applied to pay for his share of the costs and penalty for the original well. 

LANDRETH'S DISTORTION #7 

At this point, the only argument left to Landreth is to contend that he made a 

mistake when he approved Revised Exhibit "A". However, a unilateral mistake by 

Landreth is no excuse for avoiding the consequences of Revised Exhibit "A". See 

Albuquerque Nat. Bank v. Albuquerque Ranch Estates, Inc. 99 N.M. 95 (1982) 

where the New Mexico Supreme Court held that the equitable defense of mistake of fact 

is not available where the alleged mistake was occasioned by the party's own negligence. 

CONCLUSION 

It makes no sense to say that Landreth's master plan was to allow him to escape 

reimbursing Santa Fe for his non-consent share of the costs of the original well. If this 

was his plan, why did he not raise this issue with Santa Fe when he approved the 

redrilling of this well on April 1, 1997? Why did he not raise this issue as he received 

the daily drilling reports for the drilling of the substitute well which showed the costs 

associated with the original well"?19 Why did he not raise this issue with Santa Fe 

during the period in April-May, 1997 when he was negotiating changes to the JOA? Why 

1 9 See Exhibit 13 (daily drilling report summaries which Landreth received 
in accordance with the JOA). 
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did he not raise this issue when he made his casing point election on June 9, 1997? Why 

did he wait until he knew that the substitute well was reaching pay out to raise this issue? 

Why did he wait some 10 months after the substitute well was completed and with 

knowledge of the ongoing audit of well costs to complain? 

What is the purpose for splitting his interest between the JOA and the compulsory 

pooling order? Was it done ô he could later argue the costs of substitute well could not 

be used to pay for his share of the original well? No; it was simply a vehicle to allow 

Landreth to participate by going non-consent on both wells for costs plus the 200% 

penalty as to 28.125% of his interest. 

The answer is that what he originally planned to have happen did happen. What 

he now wants to avoid cannot be avoided. He planned to have 28.125% of his interest 

subject to a 300 % non consent penalty for both the original well and substitute well with 

his production from the substitute well pay for all those costs and penalties. 

Whether the JOA replaced the compulsory pooling order or whether the 

compulsory pooling order applies to both wells does not matter. Either way, Landreth's 

looses because the substitute well is simply a continuation of the operations commenced 

on the original well and by his own actions is equitably estopped from arguing to the 

contrary. 

Kellahin & Kellahin 
P. O. Box 2265 
Santa Fe, New Mexico 87504 (505) 982-4285 
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; J. Dctcno* Proposed or Completed Qperatioru (Clearly state t i l pertinent dettilt. end give perartrti oate*. :nctad:n| estimated cate sf starting any propoted werk. If *ell : i dinesiinuiy oruid 
jive majuntce locator* and rneaaured tno trie vertical deptfit for til marten uid zona pertinent to -T.S wort.;* 

T77c 6ahj^r wt/l y^a /?T f f a hcrf** 3/4/17. -/^J91 ^'k'.h 
dti'K^ 'ir 39631 wwifd*" «J"S / c y r ^ df-><ii?fr/r^ te&hnt itutK 
edit. C Wr#?,~ e*J JA<* p&OCeMu>rM SeCcViYy ^ 

cr. ( I k C JjL\W C c U » u # d tt/vAtf S t t H f M / < ? 7 , 

" M f hl,W'l£e «ul(Pke 4r ^ *U /fSV ± ^ 

i ne.-tpy certify Jut tne forefoini it true tna correct 

J 

* i hereby certify Jut ine forefoini if true and, correct 

T;,>« Pitt',***/ &Ftrst*M$ /rtiMHycT .... 3/$ofaj_ 
Thit iptce :or Federal or State otTtce utd) 

Approved ly 
Conditiont of approval, if any. 

Title . 
ACCEPTEDFO^C 

Title It U S.C Secuon 1001, nuket it t enrre tor any peraot inowtntjy aad willfully to maki o any deparaneni or agency o[ 
cr repreteftiticns at 10 any ru*ur wititin iu :urudicoon. i 

•At United S'jtct>") ftlsf. RcutSou oout or f^itfluler.: :utemriM 

*SM inairuetlon an R»»»rtt Sld» 



Form 3 .60-5 
Curie 1990) 

r u i i t . o A H M . r : tNtKUT Kti 'UUrfLtS 

U^TED STATES f 
DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT 

915E8667U 

uK!:HAr*̂ s COPY 

Oo nat USe this form ;or proposals to drill or to deepen or reentry to a different reservoir. 
Use "APPLICATION FOR PERMIT - " for such sropigSTg; 

RECEIVED 

T-243 P 05/1! Job-77S 

FORM -\PFROVED 
Si.ilje'. 8u:eiu No IOO4 J j ) 

Ejcp.res: Mirth 31, i i v j 

^ Uiio Designation I M i«tul fi 

6. IMnd. in, A'lctuc or Tr.be N i m ; 

SUBMIT IN TRIPLICATE 

O Well S WVII D Other 

APR fi 11997 

Z. "•'aire of Operator 

Santa re Energy Resources, Inc. 
LAND DEPT. 

-MIDLAND. TX 
3. Ac:irejs aril Telephone N'o 

550 W. Texas,Suite 1330, Midland,TX 79701 915/687-3551 
•1 Location of Weil (Footige, Sec, T , R , M., or Sii'vey Desciption) 

(K), 1650' FŜ  & 1650' FWL, Sec. 29, T-22S, R-34E 

If Unit or CA. Agree mem Ce vigna.io' 

i . "VsU Name ant. Nc 

Gauche Unit Mo. 2 

<< -.P! Wc\. No 

36*025-33682 
.0. F:eid ard Pool, or expLcratcr> 

Wildcat (Morrow) 
. 1 Cot.nty oi Parisi, Scale 

Lea NM 
CHECK APPROPRIATE 3GX(s) TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA 

TYPE OF SUBMISSION TYPE CF ACTION 

, j Notice of ln:eiK 

[ X l Si.hssqttsnl Repon 

j 1 Final Abandonment S'otice 

| X j Atiniiontneiit 

I \ Recompletion 

f 1 P!ujginj Back 

I 1 Casinj Repair 

f j A l - ^ r i ng Cas ing 

E a m Plugged & s k i d r i a 

L j C?nnTge ai" Plans 

[ f Ne* Construction 

i~~ I Non-Routine Fracanng 

[ ~ ] Water Sh.it-OfF 

I < ' ] Dispose Water 
[Now: Arpon mauiu cf ram t {pic recjpj'et.a; .x 

13. Describe Proposec or Coinpistec Open tions (Clearly state *A pertinent details, and pertiiWK dates, including estimated dite of suiting any proposed woes, It welt \s jiresi;or.; !v j 
give subsurface locittors ana measured and 'rue vertical depths (or i l l markers and zones pertinent to Uu work.)* 

3/30/97: Received verbal approval from the BLM to plug the current hole and skid the r ig 75' 
east o f the new location. Pump plug #1 (3125'-2286') using 300 sx Cl "H" containing 12* A- l : 
and 2% CaCl. Pump plug #2 (1900*-1780') w/ 100 sx Cl 'C'" + 2% CaC12. 

3/31/97: Back off d r i l l pipe at 875'. Pump p̂ ug #3 (875'-635') w/ 150 sx Cl "C" + 2% CaC12. 
POH & WOC. TIH and tag plug at 825'. Pump p ' ^ #4 (825"-625") w/ 125 sx Cl "C" + IX CaCl2. 
POH & WOC. TIH and tag plug at 800'. LD DP, TIH w/ 4 stds. Pump plug #5 (400'-240') with 
100 sx Cl "C" + 22 CaCl2. POH & WOC. Pump plug #6 (30'-surface) w/ 20 sx Cl "C" + ZX CaC"2. 
NO BOP's, r ig down floor. Prep to r ig down and move 75' east to spud Gaucno Jmt #2-Y. 

1*. ! htrey? certify t i t b i t 'oregoiig is uupynd oSrtact 

i.en.c ^ ^ J ^ rtC LjkJfr/Usjl 

'Thu spnce fer fade:!.'. c/Stit* arfTice uMrtf s? 

Approved by CA*W>^-1^** ™ ' jftryi^g 
Conditions of approval, i f any ' 

T-Ki. Sr. Production Clerk April 10, 1997 

Title ^ l i a L ' LRIH ENGINEER ^ 

Title 18 U.S.C. Section 1001, metel it i crime for any person knowingly ind willfully to matt to any department or igency z>f the United State! sny false, <lctisiojs~or frauauio.it state:tienis 
o' represcntat:ons as to sny matter within its jurisdiction. 

* See Instruction on Reverie Side 
lT 
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NMNM 61360 
3107 (93210-ann) 

SEP \ i m 

DECISION 

Robert F. Landreth 
505 M. Big Springs, Ste. 507 
Midland, TX 79701 

Oil and Gas 

Lsase ExtgnripH 

Diligent d r i l l i n g operations were being conducted within the captioned o i i 
gas lease at the end of the primary term. 

Accordingly, the lease which was due to expire on June 30, 1995, is entitled 
»« i l Z & Z 9 x ; e n s l o n e n d l nS 30, 1997, and so long thereafter as o i l or 
gas is produced in paying quantities as provided under 43 CFR 3107.1. 

ind 

Anna Rudolph 
Land Law Assistant 
Fluids Adjudication Team 

cc: 
NM (060) Attn: David Glass 

93210-ar:ARudolph:arar:ext.506:9/12/95:61360 
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• ; n Undersigned s i m i w thai ( l l oiteror i n c h i n a of Ae V V ^ " w « aaoeii ins* of rueh t i i t i e m ; i n 

a ' I F Y fcauj ot Tcmiory d m a f ; (J> i l l ptRav aoMin? i n iwaraii .n \ * i * I A csr r j ' ^ ina : * u n *5 CFR 3 iQO • 

i rnurx.-ioeJH*: or t l o - v f - ' j r ^uu ieu - - ^ t r U r t ad State* or 

i ' t r y Sate Qt Territory thereof. ( I ) i l l p a r u t raiding, »n iw»rwi -M\ * i n I A catrp'tincc * i u i *3 CFR i iOO a m i « 4 i n | as,iy>rid s c r i : ( table b a r e t a . l'.raci o d j * t i r e « . 

ft e thr r puhlx Jomji f , or ja jmred •and* da i tc (exc«r fMO.aOOl£ '« l i« °L! *«J 8«* opr M i or 2-ltl DSC acre* .n .ipuonj JL-<J . «U«S a \M Sui*. sr i & ; . X 0 i c r w tn i t u « .nd :£C.0O0 i e m 

m f ^ o t n * ^1 c.Bwr ] * u u i f • i s t / i c l tf\ A - 'uk i : arei '*1 offerer n nm considered t mLW indef 'he l i * * o( Stale i f *--LC.1 : K iifldJ ; j v ; r s d 5f t r . j u f l i r t r t 'veiled 

I ' f demUj t t l - . j f M i i l * i t f n«a i r t m t h u a r V cMm'tutee icceatance of thu lease. snc.ul:ns iJI term*, care t i cn i . i i d t f iou.j i .oru <if wr"en -irf-ro* K M j " - — 

or tepertie !<Jie (t i l l M y include any ' ind duenbeti IR offer craeu -o l u u n g u '.V :'.TW 3 U e ' f t f t a l bui C .-ec ' v sr.y reason - r 

off*r etrtwx 'w * ,« td r twn . t i O w in -VwW i r p» * . unWet A * ^ -usd r * *^ >» r»c«)v*J by BLM S u u QfTitf ntV.r* ±-i<t * - i r - f ^ f i f u ' 

Ae laai described in LAC withdrawal, h u e n n >ign*d an behalf si A f Lru*-ed j w a * . 

T h k offer wi i i be rejected i n d wil l afford a fUror na pr ior i ty i f ft i t nal properly campieir t amt e w u t e d m accordance t i r a tHa r e t j J U I r a r j . ar 

payment*. H U.S.C. 5«c> tOOl K « ; r U n i f * r u t j A t m * k*ow»n<rJy u d wiUft i l l f to -nukt \a l av D«pin.-nen! w j rene- n 

U I H M 0 U t v npreeef i ta i iMu M Iff t n * i u r t * r wi iWa tti j u rU t f r t l oa . 

ica, m i »-!> uiwneL-ieni 

• ".r-.lEr Ji-t*4 Jut iju* 

U r>c* KTOmpwiWi hy ihe ref lu i re* 

X J y eiecLietl ihu LiL J--7 

S « 1 I te i raJ i -Rei ic iJ i ah«tl be peld ie jjroprf o A e c a f leaor io «d*uu-t ai 'an!» le»»e ye«f-

Arena, renal m t f per acre or tncooa * * r w l a n : 

(.> S lm i i i t t f twu wrcotnpetti i ' .B - W i . 00 fot i h t S y n t s , heretf tef, 1 M B ; 

ie> Comproove' !e4*» t f l 00: or 

fdj Other, u e tOLchmenl 

I f i i i tw part of • Mneornpeucve l«*aebael LJ datennlMd B Be <tvi^iii • t a s * e |«aiot>clJ 

•trucnini or • rVrentalc j m r c l n n f«o<oficaJ p r o v u m , inrw#j rvncaJ dial ! team R 30. 

externum wtth A i \* t* t y m f o < j Q » w f w i » o f inch ftiwiruniDgw. H J * * ^ . < -«»A« # W *oi iM 

othtr»TM Sc i u b j « ' « m u i af m o « dMit C 00 th*U cofmrm to tubiect to - J * higrwr r tAtt l . 

:r r . i i i l e i u or a porcon Jwreof i i eommjsrt m an j p p w e d cocperttive or iimt ptin *nich 

•ncl^lea i well ca^ ib l i af prodtc i r t j eued r f»ourc«, and we p i n » n u i i u a p r s w o i for 

L t x t d c n of troeucr:;M. r o y i i t i u shiJl S» paid on prtrfumon ailocaced to le«u. 

H?v«ver, iW i i a i re-.\ais ihall cori'.nut ts x d i t u (Se n i t i?ec<Red in i n . f s i . (el. (1) 

for s o w ' i n d i not uicnl« a panv ip t t t f i i v n 

Ft i lum p»y i f j^x j i i renul . if tiu», o» or beTo* ijie «jyuv«ner> date oi i f ja !««ae ior next 

n f f l c i i i * o - t t f \ i day i f orTice ( sloaedi shaii mucu t j ca i l y W u f -hn leaae by y x n - x m - y f 

. * * RinuJt may be w«i*«d, nd .xed , or sojfiendM b> Ae Secretary jpon » surficwrt ihowinf 

thail be -«.a -a ~ a f f l c i c f I t t k , Routine! thai! be com* 

d fto>«.ry ncei ire 

fij Simij(U«cui »ofie6rjip«!ti*e -12 

i t J C-'-TTpeMlivf ' cue i*e imrr imeet ; ur 

CJl f > J w i i t ;h3»«ir i 

L«w. f m « r v H u » r j t t t la vp«cif> v h t ^ * * -oviitv u IB tMpa i ' J I •••JiiC ^ ;n « M , ind 'Jrt 

r.jfit r--1 iiaBJWh r t i i u f t jb le r un rWrn >iJw#i p i ^ u - r j i f : e r | - v i i | f (^<* r w : « ind an 

ippem.r.iry ra M h o r t . A'hen peid m value, renins >haj| be iue n J p iy tb le an ifte i u i d*)-

-;F A« HKnih f o i l o * ' f t i ihd mbntll :n whieh pruduciisrt j w t j r r r t . 'A'Tier paid in b o d , prodyciion 

11**11 w Jeliverod, j r j « * i oihirwt*e j j r m f io b/ lejaor in nerc is i i a t le corsdifion on A * 

; t m j w i *->itrepToaiic»d »' ihoui j o i i i o ' . e i i t i r U « : e sl-alt i o i y resuired ionotd raes ptC' 

cjc 'xrf i in I 'onge ^ejond die !aii rU^ of A t ir.Dr;<h m!lr>wift| che m s ' A :r\ *h ich prtxJuct.cn 

occurra), nor ifcaJI ' j i i ae 5e lw!d l-atbfe f < * r G I Jriinjcsinn of "fya'rv n I 3T other p ix^ i j r t l 

•.r* wn f i j e FfaRi L-iusei beyond L"K rea*aiuoM ;ftntWiOt k t f r t t . 

Mi- i-num roya ls j i i t f -ae due for j ny !e*« >eaf »*!er dtMO*iry in *hicrt .•oyalry paymeoi! 

i r ^ r t t i i t e u w n Sl 00 per icre. L i i i ee bhiti pay IUCR Jirf tret ict j t » L nt leaie yew m i l 

n in .mt r r ruyaJiy raay >w * : i v a d , wipeiwJed. ar reaaeea, a H The ibu*« rrn j i rv rate* miy bt 

rodufed. Ter i;i or por-i3n*of 'ft i i 'eue j f ihe S u w ^ r y d d e f r n t n e i thai .V'XB i» ne:«»dTy 

*n; t»juge 'Ji« j r t * * * i i u i i i fAta recaver^ ihe ' ta isc teWuraes. -it " l S « f * i M ju i f t t ' r t . 

-P.(f re»i c f u ' J * thaji *k u»c*«ad 3R I r a royairy pa>m«f.(t sr Lndcrptymcnis 'n JccorOMCi 

*r-> the Fid<r* l 0 : i i n j 3 u Roy^iy M*n*e«neP! Aci uf J « 2 (FOCRMA) i « * SUI. i-M?). 

Ls i u * ifcaii ?« IUDIC fnr roy%)tf p iy r rmts i n IL ' ind j i s ' o i l sr * i s ; « ; frsm a leas* tite 'xhen 

:-at i r if duf i o r - t j ! an VH »r» rha cperaeo'. or due"" /ai lure roser'.plj ' 

*..th any r i l e . - t jU iUQf l . crdef. af c iuunn . a - t t i inder FOGfLMA /.-r * i i leu ing juhant> 

Sec i S o i f l i — U s i r t thall file and naintain rund required ^<ier '(CLlaaons. 

* dil igence. r»ir o f develaprnent, • ju i r jauon, an i drameje-L4i*ee (Kali m c r . i K 

• e j t n n f l e ; i i | f«c< in cevehping jnd p 'cdu; :n i . a n shall prevent jMecefrary aTa, \e w. 

M i el s tu ie ol lei ied ra»c%<rcet o<isar - - * * r ^ i r^r-t io spe^ir> *i:es sf de^elrrsmeni ind 

p raJ j i t i i n in L H pua'ur irafrei i a i» ID require lessee ro m s w r f c i to i : o n p e i t i l < :<r - i r i : a m . 

-•'A n JO i i v i „ f i3 i ice. i f deemed / t«e«ary f sr proper l ev^np rsn r i n j S e r v i a n M j f « , 

13 . pool t r r j i r w i n j u-.ew l u t e d l«.4* U s i e * t r j . i Jr. i l »t4 f rn iuce '+<!'* recesur , :a 

p.-;iect .e^s*d laro* rrom arainare or pay c^rrpenuiory ro>jlrj i w Jrs ;m|e m JTCI - IM 

' f^nT.:red by leiuw 

5 Oa.TJi-.tfft. t v i i i f i c e . i r d ifspeOir«—Leswe vhall We p » J ^ e iw r . 

T I L '-nan JDdaynf tc r t l fecsve dire > i reof . art> « n r r i c i or evidence L>f i>tvr irTif.gtrr«nr 

•̂ r - - i i ^ f i i i p o * a l nfprodaeiwit, At m i l l urno and LT tut.1 form n l e t t o r T J > prewnbe. letsee 

.oi . ' . ^ n -jjtauad Matcffenti i h o * i n | un j tna* f>d ^ualiry of t l \product i removed j f td Mid, 

pr t i e d ! dv re f t vm. i *d imcuni uwd for a r n h t u o a p L t p a t t or uiuvniilably 'o i r L n u e iruy 

ne -%!_ rwl to provide pU« and vche^nne e A f n / ! « 5-t** ' ( t | ct»eVcpneni and im-

p*--.em.:r.uj. and r e x - r u * " ^ reipacf io parties id •.nte/eit, expeisdJUjei jntf depr tc imcnct f iU. 

In '.is :':r-n prrsefboa 9y K « O T . K I M T irtaU kaep t dji-'y drulirtf rewird. t ! o | , Lnronnicon 

:n < j r v t v i u d reia, i i C a record of j uMur f i c f i r ve i i i i a i i oM jnd ^u~inh cofcea % leuor 

*h«r ftquired. Lena* thai: keep cpen i t ail taicnable r.iTe« fsr ,n»pac!ien r y irry iu i * . f lh»d 

r fT i« t af leudr. ' i t Itajad premiaai and i d u-*Ca. j - ^ r a ' . *m*M i , maCtu«r). A M f m m * e r « n . 

ind i i ; Mofc», Kcouni* . r r j p i . md tcorda relnive to 3p*f»(WM. w r w y v or i n m i i | i f x M i 

- f i i r .T vie I m e d ' i n d i L i i$e* ihaU mn.'<(m v?ptei of iJ) coNraw, u.es i|raemeTta. »e* 

c-c^."n*g r icord*. jnd uaeuireritation iu«h u ?LJine*. m m * * * , or tuflL'lf JtKMn*Hathan l/at 

wppofo com ciajjiwd u fmngfiBejnni. p*vpafiD0«. and/or t m a a u « o a a . AD tndi racndr 

ihaat be mairit>i*ied m s-r»aa« i accaj t iwi f c fTta* fof toft tadu *»> teHaor. Lsaaa* u i tU anaas-

aun required reeon^ for € y c t n ifWtf>e> « ( n e r n e d or. i f as u n w j M i e e . u <rad*r-

* a y , u-t j j releaial of * i« Ml i raooi i ia meinet/! (ud i feeonda S?y l « a « . 

During eihiunn of thti ^aac, -nr^marioa afcuau-wi 'jndtr ' i n jecoo* thai ba v toaad ia 

uupectioB by ihe public m acccrtaw with tne Freedom cf ^formaaoat Aft fS U.S.C 532). 

Tur 1 ^i^rrrf-aTrrirrTW ' ntti ilinli i r r t r r " " " " ' ~ " * » * - ^ » * — 

imwuto Aa lutf. ur, tad -**ur. i& cultural, kcloftcal. v^jjd. aod odaac wewjea. and ta 

jtierlind HMC o* usen mil nuW raiaoftabla maantm daaewaf atrawry by lasaor to 

jcMtnat l iJ i Ae \rattn of '-''.ii »ectici> Tn t M < i«n i foruueent * t * 'aaaa r ia?» p t « e d . audi 

^.eai^tea r u y i/tciudc- i n * i re nor I v u a d ui. troditxacon a n o n f c B i t twacof dmm^ 

of -peri l jot-*. i n j (pftciTiciOort J / iiteruR and ftul nKiimaooit aeaJh/M. LzaMor i -«erv« me 

'o cc'nnjiu* « i * c r v j i a e » » n d i a a a A o r w f t » i r t w o j o c o o t u tha lesart (anal, L i c l « t u , | 

^>e j jp tova j of seuemeru i r r l ( h u - o t - * * y i Su;N U K J i h u l M o rndeamd » B a p » « « 

i j . w c a u a i y -5* unr««»oTi«bt» >mrf»r»wii» * : A r i f h i * of 

P*%ot to d'uajj t»f i( 'ite turface of tha — i n ! \arda. n w ihait conlaa Uaaor to ba tpcwuad-

of pnxed'jres io 3e W ^ w e d f » modtflcaQQRi or reclamaoon m e m u m Jaar may ae K c t u a r r . 

>-r«ai be durwrbatl nuy requiie invenaorut <x tpacoi tmciea to deGmtuM tMeaiani v f b r v 

p*cu 'o adHr tftMwrcee. '-^uoe may t< reqtifed ia comeljse m w r w r t u n d sr w o n w m 

ipsciiJ sruclm under guice lmn providaj trv leuor i f un A * conduct j f openoM* . -hreaiened 

OT f * « l t i j t r t d ipeexs, -:b;ectj ol n;»or:f M «-(,iUfiC n i x r a . or wb fc iuMt u u ^ a c ' A H d erv 

>iiT>rjTifn' j icifovuarece:ierved, :e>Ha i^JU j t m a o j t f ^ cceiaei 'taaof U taeeUau ^saaeiAy 

ooer tJ j f t j tnat mx i id w i t '3 ffle deainiruon -if t i ' c i spec i t * or M I B C O 

Sac 7 Mining jp»r»iia.".i—To i># e*-*^! thai .mpaaa rrom min-tig oc*r*no^i *u*iJ(l 6e 

i y ^ i a n : ' * i > Gitrererrt cr ^re-ii*? L"urt L I O M u u x a i e c icrmaj dr^i acefatiivu i d * * 

rrser- '« th< n^nt :o i t n t *pp.rj>n uf i_crt -perationi. 

See i . Suracnon of h ; .gri« —Le«or re>en.« JW epiica c! cx t rw: :n / c* T J V ^ I s^ractad 

Seii tm from ^ak p u c i c . u r i i* } Tunner ipec-.:;.td i r d 5> rr i* ir» p ic^ned ^y . t i w r t t r u 

M W t t a* o a ru or e « « r -it Lit tee tnail inci-ja* in an^ sW.'.ffkC* uJ t oi" 

) U prof i i ia f l * o f w n tec: K I . 

Sec. 1. Damajei m p r? f v rn —Lense i h n ! ^ jy U I K V r s r d v r u j e m li 

*nd shall u>e and hald i;*»or r t r m l e u r > m i l ^'.eiras fer a r r . t g i Ma 

tff*> I re(Uf af !e>M mwrati'-ra 

Se* 0. ?.'3lect^n of Ji«erse n iere i t i and I ^ J J J uppopjmry—Leuec ihal. pa f *n«n d'-e ail 

a « t ^cgaJS iistir-eO jr;d te'-ied . n l a r ' 3 * i tne Juie - r t M Ur^ied Stataa; i «o«3 al) 

emaloyees ccmrteie .'"fetdom i f p j rcna i * : ,iay i l l K ieur rwiLe each iricnt'i .n u ^ f u l 

mo.iev ol i>e U».ied Sur*«. r - i j -u .n i « t > *n (-Ling ei^tmnr-ertt .n iccordance - ! L i -undard 
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In order to protect laportant seesonal antelope hrblrat, exploration, 
drilling, »nd other activity will be allowed during the period from 
June 15 through April 14. Thle limitation does r.ct apply co naintenance 
tod operation of producing veils. 

Driil sites will be located outside forb producing depressions within swsle 
bottoms. 

This stipulation nay be modified when specifically approved in writing by 
ths Bureau of Land Management. Landa within leased area to whith this 
stipulation applies are described as follows; 

T.22S,,R.33E.,!«PH 
Sec.25: W2 

26: NEKS,52KE,SW,S«8E 
T.22S.,R.3AZ.,NMPM 
Ssc.20: NW 

29: SE 

Burssu of Land Xanageaent 
Roswell District Office 
Telephone: (505) 622-7670 

May 1983 

ROSVETX 3 
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O I L A N D G A S E X P L O R A T I O N 
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April 24, 1998 

The State of New Mexico 
Energy, Minerals & Natural Resources Dept. 
Oil Conservation Dtvifion 
2040 S. Pacheco 
Santa Fc, New M&rico 875C5 

ATTN: Mr. Michael Stogner RE: C^e No. 11715 
Order No. R-l 0764 
Compulsory Pooling 
Lea Co., NM 

Dear Mr. Stogner. 

The captioned order required that the operator, Santa Fe Energy Resources, Inc., furnish 
the Division and each known working interest owner an itemized schedule of actual well 
costs within 90 days following completion of the well. As a working interest owner and 
force pooled party in this case, 1 have yet to receive this information, and I understand it 
has not yet been received by your office. The well in question was completed in June of 
1997 as a producing gas well 

I would like to review these costs in order ascertain whether or rot I believe they arc 
reasonable. 

Sincerely, 

Robert E. Landreth 
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June 29, 1998 

FACSIMILE: 686-6648 

Santa Fe Energy Resources, Inc. 
550 W. Texas 
Suite 1330 
Midland, Texas 79701 

ATTN: Mr.DonDeCarlo RE: NMOCD #11715 

Dear Mr. DeCarto; 

As you are probably aware, a heanng has been scheduled before the New Mexico Oil 
Conservation Division in Santa Fe on July 9, 1998 to determine reasonable w ell costs for 
the captioned well. 

A review of NMOCD policies and regulations as well as discussions with legal counsel 
indicates to us that the costs associated with the drilling of the abandoned Gaucho Unit #2 
hole cannot be included in reasonable well costs for the Gaucho #2-Y replacement well 
and thereby subjected to the force pooling penalty. Our request for hearing is to simply 
request/demand that wc be treated like any other party under the terms of a compulsory 
pooling order. 

We believe this is an issue that is clearly defined under NMOCD regulations and would 
like to avoid the expense, of and preparation for this hearing. If Santa Fe agrees, I would 
appreciate hearing from you in this regard at your earliest convenience. 

Order #R-10764 
Gaucho I .'nit #2-Y 
Lea County, NM 

Yours very truly, 

W. Kurt Finkbeiner 
Operations Engineer 
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December 4,1998 

FACSIMILE 915/686-6714 

Santa Fe Energy Resources, Inc. 
550W.Texas, Suite 1330 
Midland, Texas 79701 

ATTN: Mr. Gregory Wilhetoi 

RE. Gaucho Unit WeU Nos. 2 and 2-Y 
NMOCD Case No 12008 

Dear Mr. Wtlhelm: 

The purpose of this letter ts to s«t out our position in the captioned matter, dealing with 
the determination of reasonable well costs in conjunction with the drilling ofthe captioned 
wells. Everything in this letter is submitted by way of compromise and settlement. 

By letter to Santa Fe dated June 29, 1998, we made it clear that what we were seeking in 
this matter was a determination by tha NMOCD that the costs associated with the drilling 
of the original Gaucho Unit #2 well could not be included in 'reasonable well costs" and 
thereby made a part of tbe sums permitted to be recovered under toe Compulsory Pooling 
Order for this well That letter attempted to obtain Santa Fe's agreement to that principle 
without having to go to heanng on tbe matter. Since Santa Fe was not agreeable to our 
proposal, we have pushed ahead with our request to have this matter determined through 
hearing and ruling from the NMOCD. By mutual consent the hearing date had been 
postponed on two or three occasions, primarily to allow the audit of drilling expenses to 
be completed. This was done, and we received our copy of the audit report on October 
26, 1998. 

In the course of preparing our case, our counsel, Bill Carr, advised us that we could not 
argue simply for an exclusion ofthe costs associated with the Gaucho #2 well, but rather 
our argument had to be that tha compulsory pooling order applies only to well #2 but does 
not apply to well #2-Y. Therefore, we cannot be subjected to a penalty on any of the 
costs associated with the drilling and/or completion of either well since the Gaucho Wl waa 
abandoned and the #2-Y was not subject to tbe compulsory pooling order. 



Santa Fe Energy Resources. Inc. 
Page Two 
December 4, 1998 

Ifl were to accept tbe conclusion that both weus can be made subject to the force pooling 
penalty, Santa Fe would wind up realizing 300% of 28.125% of $2,529,000, or 
$2,134,000 out of my share of income from this well. When you include the fraction for 
which I joined, I would wind up paying for 93.75% of the total cost of both wells, despite 
the fact that I made every effort to negotiate a trade with Santa Fe under which aay 
working interest for which I did not join would be farmed out, rather than force pooled. 
To the best of my ability, I am not going to allow that to happen. 1 think H is more than 
enough that Santa Fs recover $1,519,000 out of my interest under the proposal which we 
put forth in our June 29,1998 letter. 

Santa Fe filed a last minute Motion to Dismiss the hearing that was scheduled for 
yesterday, based on the transparently false contention that my execution of the Operating 
Agreement constituted a voluntary waiver of the force pooling order. The examiner's 
continuation of the caae to January 21, 1999 requires that lawyers for both sides file 
additional materials within 10 days. If Santa Fe wants to continue to delay the inevitable 
hearing date and force tbe expenditure of several thousand dollars in additional attorneys 
fees, fine. We are certainly prepared to do so But that will be a 'winner take all" 
situation and if we happen to prevail, there will be no negotiation at that point. 

On the other hand, I am renewing my prior proposal of June 29,1998 to exclude the costs 
associated with the Guicho #2 from reasonable wedl costs. I will be traveling :o Honduras 
on Friday, December 11 and will be inaccessible for the following ten to twelve days. This 
proposal is therefore valid until Thursday, December 10, at 5.00 PM. 

Yours very truly, 

Robert E Landreth 

cc: Southwestern Energy Production Company 
23 50 N. Sam Houston Parkway East 
Houston, Texas 77032 
ATTN; Mr. Sam Thompson 
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HAND DELIVERED 

Lori Wrotenbery, Director 
Oil Conservation Division 
New Mexico Department of Energy, 

Minerals and Natural Resources 
2040 South Pacheco Street 
Santa Fe, New Mexico 87505 

i n " 

jjljj JUN 4 

OIL CONSERVATION DiViGlC: 

Re: Case No. 11715 (Order No. R-10764) Application of Santa Fe Energy 
Resources, Inc. for compulsory pooling, Lea County, New Mexico. 

Dear Ms. Wrotenbery: 

By Order No. R-10764, the Division granted the application of Santa Fe Energy 
Resources, Inc. in Case 11715 thereby compulsory pooling the interest of Robert E. 
Landreth in the S/2 of Section 29, Township 22 South, Range 34 East, NMPM, Lea 
County, New Mexico. 

By letter dated May 4, 1998, Santa Fe Energy Resources, Inc. provided to Mr. Landreth 
an itemized schedule of actual well costs for the drilling of the Gaucho Federal L mt Well 
Nos. 2 and 2Y which it has drilled on this pooled unit. 

! 

EXHIBIT 

V 



Lon Wrotenbery-, Director 
June 4. 1998 
Page 2 

Robert E. Landreth hereby objects to the actual well costs for these wells and requests 
that the Division determine the actual well costs after public notice and hearing as 
provided in order paragraph 5 of Order No. R-10764. 

Attorney for Robert E. Landreth 

cc: James Bruce Esq. 
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March 28, 1997 

FACSIMILE: 915/686-6714 

Santa Fe Energy 
550 W. Texas Suite 1330 
Midland, TX 79701 

Attention: Mr. Randy Arnold and 
Mr. Joe Hammond 

Re: Gaucho Unit No. 2 Well 

Gentlemen: 

In line with your letter of March 24, 1997 and our related conversations and agreement, 
please be advised that I elect to participate in the drilling of the captioned well to the 
extent of 25% of my 37.5% working interest, with ihe balance to be subject to the 
Compulsory Pooling Order in effect for this well. Enclosed herewith is a check for 
$116,250.00, representing my 9.375% working interest to casing pcint, based on the AFE 
which you furnished, executed copy of which is attached. 

With respect an Operating Agreement for thia well, I have only the Operating Agreement 
dated May 1, 1996 which was prepared for the Gaucho Unit No 1 well. I assume that I 
will be executing an Operating Agreement which covers only the 3/2 Section 29, T22S, 
R34E. The prior Operating Agreement contains a provision in Article XV-A to the effect 
that non-consenting parties relinquish all interest in a reworking operation. While this is 
probably intended to apply only to working interest, I do have an overriding royalty as a 
result of prior trades with Amerada Hess, and I beiieve this paragraph needs to modified 
so that it is clear that my override would not be relinquished under those circumstances. 
Also, Sharon Miller in your Houston office has indicated that Santa Fe is willing to market 
my share of the gas and to make disbursements thereon, although I have not yet received 
her letter. 

Sincerely, 

Robert E. Landreth 
REL/sp 
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Y ) Santa Fe Energy Resources, Inc . 

VIA FACSIMILE & U.S. MAIL 

Fax #684-4783 

March 31, 1997 

Mr. Robert E. Landreth 
505 North Big Spring 
Suite 507 
Midland, 'lexas ?y7u I 

Re: Gaucho Unit No. 2-Y Well 
S/2 Sec. 29, T-22-S, R-34-L 
Lea County, New Mexico 

Dear Mr. Landreth: 

Pursuant to our telephone conversation concerning the 'I-aucho No. 2 Well, please be advised that 
while fishing for stuck drill pipe substantial circulation was lost in the hole. Efforts to restore 
circulation for further fishing operations were deemed inadvisable due to the hole condition, Santa 
Fe has therefore proceeded to abandon the initial hole and skid the rig 75 feet to the east in order to 
re-drill this well. The new well name will be the Gaucho Unit No. 2-Y Well and i i will spud 
immediately. 

Please indicate your concurrence to this abandonment and redrill by signing and returning one 
copy of this letter by Fax #(915) 686-6714 within 48 hours. This redrill is proposed under the 
existing JOA and AFE. 

For vour information, current well ownership is as follows: 

Santa Fe 45.3125% (35.640625% NRI) 
Southwestern 45.3125% (35.640625% NRI) 
Robert E. Landreth 9.375% ( 7.21875% NRI) 

Central Eivuion 
5 SOW. Texas, Suite : 33C 
Midi ar.d "-xas '9701 
= l;/68?-355l 



Mr. Robert E. Landreth 
March 31, 1997 
Page 2 

Should >cu have any further questions, please do not hesitate to call. 

Yours very^truiy, 

j ^ f o e W . Hammond, CPL 
Senior Lanaman 

JWH/efw 

This abandonment and redrill is 
AGREED TO AND ACCEPTED 

_ d a y of this \52C 1997. 

By ^ g t f y ^ s q ^ 
Robert E. Landreth 

EWOR1753 
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EXHIBIT "A" 

Attached to and made a part of that certain Operating Agreement dated May 1st, 1996 by 
and between Santa Fe Energy Resources, Inc., as Operator, and Southwestern Energy 
Production Company, as non-operator. 

Revised 4/21/97 

I . CONTRACT AREA " A " - I N I T I A L WELL: 

T22S-R34E 

Section 29: N/2 Limited to depths from the surface to the base of the Morrow 
Lea County, New Mexico Formation 

UKianoma <_ity, Ukiahoma 73 I 12-3979 

100.0% 

I I . CONTRACT AREA " B " - FIRST SUBSEQUENT W E L L : 

T22S-R3-1E: 

Section 29' S/2 Limned to depths from ths irface to the base of the Morrow 
Formation 

T ;a County, New Mexico 

Gaucho Unit No. 2 Well located 1650' FSL & 1650' FWL. 
Sec;ion 29, T-22-S. R-34-E, Lea County, New Mexico 

INTEREST OF PARTIES IN CONTRACT AREA " B " 

INITIAL WELL: GAUCHO UNIT NO. 2 &. 2-Y WELLS 

Company Wl rBPO 300%) WI ( A P O 300%) 

Santa Fe Energy Resources, Inc. 
550 West Texas. Suite 1330 
Midland, Texas 79701 

45.3125% 25.00% 

• 
INITIAL WELL: 

• 

GAUCHO UNIT NO. 2 & 2-Y WELLS 

Comoanv W[ iBPO 300%) W!(APO 300 %) 

Southwestern Energy Prod. Co. 
5600 Nortli May Ave. 
Suite 200 
Oklahoma City, Oklahoma 73 1 12 

45.3125% 

-3979 

25.00% 

Amerada Hess Corporation 
P.O. Box 2040 
Houston. Texas 77252-2040 

-0-% 12.50% 

Robert E. Landreth 
505 N. Big Spring 
Suite 507 
Midland. TX 79701 

9.3750% 37.50% 

I I I . CONTRACT AREA "C": 

100.00% 100.00% 

13 
il 

EXHIBIT 

T-22-S, R-34-E 
-

2 I 
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E X H I B I T - A 1 * 

Attached to and made a part of that certain Operating Agreement dated May 1st, 1996 by 
and between Santa Fe Energy Resources, Inc., as Operator, and Southwestern Energy 
Production Company, as non-operator. 

Revised 4/21/97 

I . CONTRACT AREA " A " - INITIAL WELL: 

T22S-R34E 

Section 29: N/2 Limited to depths from the surface to the base ofthe Morrow 
Lea Countv. New Mexico Formation 

uKianoma t_itv, Uklahoma 73 1 12-3979 
100.0% 

H. CONTRACT AREA " B " - FIRST SUBSEQUENT W E L L : 

T22S-R34E: 
Section 29: S/2 Limited to depths from the surface to the base ofthe Morrow 

Formation 
Lea County, New Mexico 

Gaucho Unit No. 2 Well located 1650' FSL & 1650' FWL. 
Section 29. T-22-S. R-34-E. Lea County, New Mexico 

INTEREST OF PARTIES IN CONTRACT AREA " B " : 

INITIAL WELL: 

Company 

Santa Fe Energy Resources, Inc. 
550 West Texas, Suite 1330 
Midland, Texas 79701 

GAUCHO UNIT NO. 2 & 2-Y WELLS 

WI fBPj>dOO%) WI UPO 300%) 

45.3125% 25:00% 

INITIAL WELL: 

Company 

GAUCHO UNIT NO. 2 &. 2-Y WELLS 

III. 

Southwestern Energy Prod. Co. 
5600 North May Ave. 
Suite 200 
Oklahoma City, Oklahoma 73 1 12-3979 

Amerada Hess Corporation 
P.O. Box 2040 
Houston. Texas 77252-2040 

Robert E. Landreth 
505 N. Big Spring 
Suite 507 
Midland. TX 79701 

Wl fBPp^D0%) 

45.3125% 

-0-% 

9.3750% 

100.00% 

CONTRACT AREA M C " : 

T-22-S. R-34-E 

Wl ( \PQ 300%) 

25.00% 

12.5(1% 

5 7150% 
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STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE APPLICATION CASE No. 12008 
OF ROBERT E . LANDRETH FOR A 
DETERMINATION OF REASONABLE WELL 
COSTS, LEA COUNTY, NEW MEXICO 

AFFIDAVIT OF STEVEN J . SMITH 

STATE OF TEXAS ) 
) SS 

COUNTY OF MIDLAND ) 

Before me, the undersigned authority, personally appeared Steven J. Smith, who 
being first duly sworn, stated: 

A. My name is Steven J. Smith. I am over the age of majority and am competent 
to make this Affidavit. 

B. I am a petroleum landman currently employed by Santa Fe Energy Resources, 
Inc. ("Santa Fe") 

C. On prior occasions, I have qualified before the Division in other compulsory 
pooling cases as an expert witness in matters of petroleum land management and 
transactions 

D. I have reviewed the facts of this case. 

B. Based upon my knowledged, experience and education, I am of the 
opinion that: 

-Page 1-



(1) If called to testify, I would state that: 

(a) On January 28, 1998, I commenced my employment with 
Santa Fe in their Midland Texas office and replaced Joe 
Hammond as the landman responsible for correspondence 
concerning the Gaucho Unit Well No. 2 and 2-Y. 

(b) On May 3, 1998, I received from Jim Bruce a cop >f 
Mr. Robert E. Landreth's April 24, 1998 letter to iie 
Division asserting that Santa Fe had not provided him with 
the wel osts information required by Order R-10764. 

(c) In accordance with Mr. Landreth's request, on May 4. 
1998, I forwarded him the well costs for the Gaucho Unit 
Wells No. 2 and 2-Y. (See Attachments A and B). 

(d) This was my first involvement with this matter and I 
simply assumed Mr. Landreth was correct when he asserted 
that the pooling order was still valid as to both wells and that 
Santa Fe had failed to provide him with well cost information. 

(e) At that time I did not review the pooling order, the JOA, 
the Revised Exhibit "A", nor the file in this case. 

(2) Since then I have reviewed the file, including the order, JOA and 
Revised Exhibit "A" and now have the following opinions: 

(a) The Gaucho Unit Well No. 2-Y is nearing payout of all 
costs and penalties incurred for both the Gaucho Unit Well 
No. 2 and 2-Y. 

(b) In accordance with the JOA, Landreth was provided on a 
daily basis with the daily drilling report for both the Gaucho 
Unit Well No. 2 and No. 2-Y attached as Exhibit 13 to Santa 
Fe's Reply. 

(c) The JOA and its Revised Exhibit "A" have replaced 
compulsory pooling Order R-10764; 

(d) Revised Exhibit "A" is clear and unambiguous. 

-Page 2-



(e) Revised Exhibit "A" is consistent with Landreth's 
approval of Santa Fe's letter agreement dated March 31, 1997 
which replaced Landreth's letter dated March 28, 1997. 

(f) Revised Exhibit "A" is clearly contrary to Landreth's 
March 28, 1997 letter. 

(g) In order for Revised Exhibit "A" to be consistent with 
Landreth's March 28, 1997 letter, then it will have to be 
revised as set forth in Exhibit 8 to Santa Fe's Reply. 

(h) In accordance with the March 31, 1997 letter agreement, 
Landreth's 37.5% interest in this spacing unit is subject to a 
JOA and is committed to both the Gaucho Unit Well No. 2 
and Gaucho Unit Well No. 2-Y so that 25 % of this interest 
(9.375 % WI) voluntarily participates in the costs of both wells 
but as to the remaining 75 % of his interest (28.125 % WI) he 
has elected to be carried as a non-consenting working interest 
owner who is subject to having his share of production from 
the Gaucho Unit Well No. 2-Y to pay for his share of the 
costs of both wells. 

SUBSCRIBED AND SWORN to before me this l̂ Jsh day of December, 1998 by 
Steven J. Smith. 

FURTHER AFFIANT SAYETH NOT: 

Steven J. Smith 

Notary Public 

My Commission Expires: 

(SEAL) 
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Santa Tm Enaxgy Reaonrces, Inc . 

Mav 4, 1998 

Mr. Robert E. Landreth 
505 N. Big Spring 
Suite 507Texas 77252-2040 
Midland, Texas 79701 

Re: Compulsory Pooling Orcer No. R-10764 
Gaucho Federal Unit Wells No. 2 & 2-Y 
S/2 Section 29. T-22-S, R-34-E 
Lea County, New Mexico 
SFE Contract No NM-30.' CH-02Y 

Gentlemen: 

Pursuant to the provisions of NMOCD Compulsory' Pooling Order ^R-1C764 issued in 
connection with the drilling of the Gaucho Federal Unit No. 2 & 2-Y weils, enclosed is an 
itemized schedule of actual well costs through March 31, 1998 which include all costs 
associated with drilling the No. 2 Well to 3,783' where the wellbore was lost (see attached 
Sundry Nouce) and moving the rig in order to drii! and compiete the No. 2-Y We!!. 

If you have any questions, my direct number is (915) 686-6712. 

Sincereiv, 

SANTA FE ENERGY RESOURCES. INC. 

Steven J. Smith 
Senior Staff Landman 

Enclosure 

New Msxico Oil Conservation Division - Santa Fe 

rlandOOZJoc 

C a r.tzmi Dtvuioa 
=.50 W :iaxaa.Sm» 1330 
Midland. T«x»s 7970'. 
315/887-3351 



Santa Fe Energy Resources, Inc. 
Statement of Gross Coats 

As of October, 1997 

Giucdo Uait a; aad *2Y 
L«a County, New Mexico 

SFER Propeny Number: 30107-002 and 3OIO7-02V 

Grois Arnovnn 
Capital Expenditures 

Tangible 
Cas;rs 

'Veiihesa 
Ncrt-Csre-itlaW* Material 
Fse ,::.es 

"jta Tangible 

S2J2.561.26 
58,JJ2.47 

16.196.84 
25.934 33 
-5.i44.iS 

i368.4S9.73 

Intanjiblf 
C jrr-. par. y Lacor 
Location & Roads 
Fencing & Soundproofing 
"ue;. 'Vater. Power 
j r . i Contractor's Moving Exp. 
DnCrig Contractor^ Services 
Drilling & Completion Fluids 
3 its £ Riamers 
Cimena.tj & Service Equipment 
Casing Testing & Inspection 
Dire:::=n Driil Sen- & Surveys 
Drilling Tooi/Equip. Rent & Serv. 
Opar. Hcie Logging 
T.-ansooraiion <£ Hauling 
Ccr-.picttcn Contractors Serv, 
C_rr.c;ericn Tooi/Equip. Rent 7 Serv. 
Cisea Hois Wireline Service 
Mirrjiation 
Cor.vact Supervision 
Corr.TTV-rnicatlcna 
Legs. Title Curative Cosu 
JIB-PMT.A (Co. owned vehicie use) 
.''B-Dniiing Overhead 
W.SMiianeous {DC 

-oui IDC 

S5.526.0J 
34,394.63 

598.39 
64,909.39 
20.272.97 

690j;30.25 
!60,i99.°6" 
'2 "89.33 

14 ".496.35 
44.S52.21 
9.504 52 

444.359 67 
63.9tT.55 
40,663.01 

i i4.S63.55 
46.859.04 
29.440.39 
i 4,260.99 
43,433.2" 
S.569.03 
4,.66.03 
',141.30 

22,546.75 
24.31!.87 

I56.C2 

Ton! Capital Expenditures S2.524.5li 5S5 

Total Expenditures S 7 : ^ 4 J 5 U ^ 8 

CNOUIRJE5. iir .aFe Energy, Central Division, 1616 S. Voas. Ste. 300. Homton. TX -7037 
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STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OEL CONSERVATION DIVISION 

IN THE MATTER OF THE APPLICATION CASE NO. 12008 
OF ROBERT E. LAN DRETH FOR A 
DETERMINATION OF REASONABLE W E L L 
COSTS, LEA COUNTY, NEW MEXICO 

AFFIDAVIT OF FRANK N. CREMER 

STATE OF TEXAS ) 
) 

COUNTY OF MIDLAND ) 

3efore me. the undersigned authority, personally appeared Frank N. Cremer. who being first 
duly sworn, stated: 

A. My name is Frank N. Cremer. I am over the age of majority and am competent :o 
make this .Affidavit. 

3. I am an attorney and obtained my law degree from Baylor University in 1985, that I 
am licensed to practice law Ln the states of New Mexico, Texas and Colorado, that 
I am a shareholder in the law firm of Turner & Davis, a professional corporation, 
located in Midland, Texas. I devote a substantial portion of my time preparing 
Division Order Title Opinions. 

C. On October 6, 1997 I signed a Division Order Title Opinion (the "Turner Opinion") 
which I had prepared for Santa Fe Energy Resources, Inc. for its Gaucho Unit Well 
No. 2-Y. 

D. Based upon my knowledge, experience and education, I am of the opinion :hat: 

(1) the Turner Opinion does not address whether the costs for the Gaucho Unit 
Well No. 2 ("the original well") can be paid for with production from the 
Gaucho Unit Well No. 2-Y (the "substitute well"). 

(2) Landreth's share ofthe costs, including the 200% penalty, for the Gaucho Unit 
Well No. 2 ("the original well") should be paid for out of Landreth's share of 
production frcm the Gaucho Unit Well No. 2-Y ("the substitute weU") 



(3) the Turner Opinion does correctly conclude that 28.125% of Landreth's 
interest Ln the substitute well is subject to a 300% reimbursement to Santa Fe 
and Southwestern 

(4) Regardless of whether the Joint Operating Agreement exec„;ed by Landreth 
replaced the compulsory pooling order or not, 28.125% of Landreth's interest 
in both the original and substitute weils is subject to a 300% reimbursement 
to Santa Fe and Southwestern. 

E. My opinions expressed above are based upon and supported by the following reasons 
and facts 

(1) The Gaucho Unit Well No. 2-Y should be considered a "substitute well" 
because it was drilled solely due to the fact that circulation was lost in the 
Gaucho Unit Well No. 2, which necessitated the abandonment of the initial 
location and the recommencement of operations at the new location, 
approximately seventy-five (75) feet to the east ofthe initial location 

(2) The Division decision Ln this case should be consistent with the custom and 
practice ofthe oil & gas industry in dealing with substitute wells. 

(3) Voluntary agreements pertaining to oil and gas operations often inciude 
language providing for a substitute well. For example, farmout agreements 
usually contain language similar to the following. 

Substitute Well. If during the drilling of the Test Well, 
Farmee shall encounter granite or any other practically 
impenetrable substance or encounter mechanical difficulties, 
or if the hole is lost for any reason not reasonably within the 
control of Farmee, Farmee shall have, and is hereby granted, 
the right to abandon sa;d well, and Farmee may within thirty 
(30) days after such abandonment commence the actual 
drilling of a Substitute WeU at a location which would, under 
the terms of the agreement, have been permissible for the 
location ofthe well abandoned If such Substitute Well is 
commenced, it shall thereafter be drilled to the Contract 
Depth, and thereupon Farmee's duties and obligations heidn 
and the provisions hereof respecting the Test Well shall apply 
to such Substitute Well, and such Substitute Well shall be 
deemed to be the Test Well for all purposes of this agreement. 

(4) It is the custom and practice ofthe oil and gas industry to treat a substitute 
well as a continuation ofthe operations commenced for the original well, even 
though such a provision is not specifically included in an agreement. From 
my experience in dealing with clients which have been confronted with the 
necessity of drilling a substitute -.veil, the decision to do so is usually made 



because the cost of commencing operations for a substitute well at a new 
location is less than the cost of drilling around the debris in the original 
wellbore and continuing to drill the well in the original wellbore Had Santa 
Fe and Southwestern elected to attempt to drill around the debris in the 
wellbore for the original well, Landreth's share of such costs clearly would 
have been subject to the compulsory pooling order, Including the penalty 
provided for therein. Santa Fe and Southwestern should not now be punished 
for selecting a course of action which, in all likelihood, was more 
economically feasible than continuing operations in the original wellbore. 

(5) I f the Division decides that this substitute well is not subject to this 
compulsory pooling order, it will be establishing a precedent which is contrary 
to the custom and practice of the oil and gas industry. 

FURTHER AFFIANT SAYETH NOT: 

FRANK N. CREAMER 

SUBSCRIBED .AND SWORN to before me this of December, 1998, by Frank N. 
Cremer. 

LORI FUSCN 1 ^ ^ ( j j l_ 1 i.lsOf/lAJ 
Notary PubBe, *as * 'taa f Notary Public. State of Texas 

0 •LXX:S'F>."C9rC02Ki/,50 -3-
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' TIGHT HOU-'' SFC Wl % BPO Dnlliim 
SPUR, INC. SEE WI % APO Rig: 
Gaucho Unit \<>. 2 ID) SFE NRI °o BPO Spud: 
1650' FSI. & 1650' I WI SFF. NRI °0 APO 13-3:8" w 
Sec 29, T-22S, R-341: SIT: ORRI u 

. u 
BPO 9-5/8" ,c 

l.ca Co., NM Si 1 ORRI °'o APO 7" <! 
Prospect: Shamrock SKI- Wl % BCP 4-1/2" .it: 
I'YD: 13.600' SEE WI G • ACP 

SI I ACT 30107-002 
SK: Al !. 2971 12 
AFE COMP 
DHC COST 

3 04'97 

J M V _ 1 SPUD 6:0»nm, 3 04 97. 260' ( j : , ) ' ) . Drig. Rod Bed. MW 8.4, Vis 38, p i l 10 Sws: 90' 
"a 3 4 J ; 1 8 0 ' F i n RU. Drig. Svy, Drig. Svy. Drig. 
CTD: $74,536 

3.05.97 

Day 2 825' (565') M ) cond, weld on hd. Red Bed'Anhy dnle M W 1 0 4, Vis 36, p l i 7, Chl 2ok 
Svys: 277' ,a'• V ; 5 7 7 ' . . T ' r ; 6.57' uV j - 4 ' , 8 0 2 ' 1 ^ Drig. Svy. Drig. Svy. Drig, Svy. Drig Sw 
Drig. Circ. Trip. Run I 8 jts 13-3 8" 48s STC csg. Cmt w'600 wc Cl<iss-C w.'6% gel. Tail w/250 s\ Class 
Cw'2%CaCI. I'D .(ji 4.45 Circ 125 sx to pic. WOC. ND conductor, cut offesu. 
C I D : $200,138 

3'06'97 
Day 3 825' (I)'). PU BIIA. Red Bed. NU, work on rig. PU BI IA. 
( " ID $203,273 

3 07 97 

Day 4 1317' (495'). Rig Repair. Salt/Anhydrite. MW 9.9. Vis 28, pi l 10. Sv>s: 1034' ta; 2", 1190' 
ia 2'2 Trip. I'est BOPs to 6001*. Di Ig cmt, ta» •a> 767' [>!». Svy. Drig. Sw & repair stand pipe 
Drig. 

C I D: $217,435 

3.08 97 

Day 5 1577' (260') Svy. Salt'Anhydrite. MW 10, Vis 28, pi l 10 Svy 1320':<i 2 V ; 1500' xr 3', 
1562' q, 3! i - . RR, work on blower on draw works. Drig. Svy, Drig. S\y. Trip to change drig assembly 
Wash 1345-1547'. Drig. 
C I'D: $226,872 
3 09/97 

Day 6 1750' (173') Drig. Salt.-'Anhydrite, MW 10, Vis 28, pi I 10. Sv)s: 1593' nr, V ; 1654' a 2-
3 4-; 1716'.ri '3 : . Dilg. Svy. Drig. Svy. Drig. Svy. 
CTD: $236,232 

3MO-97 
Day 7 1844' (94'). Drig. Salt/Anhydrite. MW 10, Vis 28, p i l 8.5. Svys: 1748' -ai. 2 'V; 1779' 3 ; 
1808' f 3 ' - - / ' Drig Svy. Drig. Svy, rigsve. Drig. Svy. Drig. POH. 11) BMC, excli shock subs. I I I I . 
1 1) DP 

C I D $239,990 

3. I 1 97 

Day 8 2100' (256') Drig SalCAnhydnle. MW 9.7, Vis 29 pit M, Chll3SK. Svys: 1868' , , :3 ' . . \ 
1900' ( i ;3 c ; 1933' <a> 1 ' ; 1993' at 2-3 4 ', 2041' „<$ 2-3'4°. Drig. Svy Drig, Svy. Drig Sw. Drig 
Svy. Drig. Svy. Drig. 
C TD: $250,727 
3 12'97 

Day 9 2510' (410") Drig. Sall'Anhydrile. MW 9 8, Vi.-, 29. pi 1 9 Svys: 
21 17" a- 2-3/4° 23(14' , i 2' 2394' a 3/4° 
2179' a, 2' :° 2115' •« I V 
2240' a 2:4' 23r»5* u- 11 

Drig Svys. Drig 
C I D : S262J53 

i 1 3.97 
Day 10 3000' (490') Drig 
2522' [a 2" 2739' „/, I ' 
26 14' ,,7 I " 2800' , i . I ; 

i'K - dec icpaii b I )i Ig 
( I'D: $278,383 

'T IGHT HOI .E" Sl l : Wl "„BPO Drilling 

MW 9 8, Vis 2'>. pi l 8 5. Di le Svys 
2895' (f; I " 



SFFR, INC. Si h Wl 
Gtiuclw l'nit So. 2 (D) SFF NRI 
1650'FSL & 1650' FWL SFF; NRI 
Sec 29, T-22S, R-34H SFF ORRI 
1 ed Co.. NM SFF. ORRI 
Prospect Shamrock SI li Wl 
PCD: 13 600' Sl l . Wl 

si i AC 1 
SI 1 A I F 
Al l : COMP 
DHC COS 1' 

3 14 07 
Day I I 3170' (170 ) Drig. Sail Anh>drtie MW O S. 
gab line. Drig Svy D i ! g t o 3 l 3 7 \ I l l i Wash lo blm. 
C I D : $284,076 

% APO Rig: Noi ion 

% BPO Spud: 3 04 97 
°0 APO 13-3'8" • w 
% BPO 9-5T* •a 
\ APO T' a 

IK'P 4-1'2" ;r 

% ACI' 
301 07-002 
297112 

V i i 20. p i l 10. S\) 30S2' ,'(•/'• 1'; D: ie Rep 
Drig. 

34 5:97 

Day 12 3535' (365'). Drig. Sail/Anhydrite. MW9 8, Vis 29, pil 10. Svy 3392'w) I1,," Drig. RS. 
Drig. Svy. Drig. 
CTD: $294,741 

346,97 
Day 13 3570' (13'). Work slnck pipe. Salr'Anhy drite MW 9 8, Vis 29, pi l 10 Svy 3 5 51' „ I , 
Drig POll I 111 lo 2900'. CDL. RS, I I I I . hit bridge fii; 3301'. WAR 3300-3562', pmp out ot hole to 
3407'. Woik stuck pipe w 3407*. Pmp 2 high \ is sweeps. Work pipe w oil ov er Bl IA. 
CTD- $298,639 

3 I 7 97 

Day 14 3570' ( 0 ) . I I I I tish tools. Salt/Anhydrite. MW 9 8, Vis 51), pl) 8.5, Chl I28K Work sluck. 
pipe •'«.; 3436'. Rl 1 Wl , ran I'Pl, Pl I kelly, circ oil out. Work pipe 2t mix mud. Backoll o .3295', left in 
hole 8" DC. IB, (3) 9" DCs, shock sub & bit. Work pipe free PUH. IT I jars & bumper sub. 
CCD: $301,1 14 

3 T 8'97 

Day 15 3570'(0') C i C mud. Anhydrite/Salt. MW 9.8, Vis 30. p i l 10, Chl I28K, 4I,uash I IT, 
screw into fish, jar up & dwn on fish, did not move either way. Rl) WL, run spud bar, couldn't get past 
fish. I I w shut, knock trash out. Run I-PI, back off IBS 3228'. TOH, I.D tools. I ' l l bit, trip, on lop of risn 
% 3228'. C&C inud. 
CCD $301,939 

5 19 97 
Day 16 3570' to'). Wash over 9" DCs Anhydrite M W 9 7, Vis 54, pi l 9, Ch! 128k C&C mud. 

I (Jl I , I'D wash pipe. 11 Circ ov er lop of tish iri; 3328 - 3388'. 
C I'D: $307,054 

3-'20 97 

Day 17 3570' (0') Crip. Anhydrite. M W I O . I , Vis 49, pH9 5. Chl 115k Wash over 9" DCs 3.328-
3428'. Circ. 4 rip out \v. wash pipe. 
C I I): $309,419 

3 21 '97 
Day 18 3570' (()') CO to PU tish tools. Anhydrite. MW 9.8, Vis 48, p l !9 , Chl 115k. Fin I O . I . D 
iars I I w'bumper sub. jars &. screw-in sub. Screw into tish. Jar on fish dwn &. up, couldn't move it RL1 

rot WL, back collars off :a> 3400' J.. CO w/tish, rec (2) 9" DCs. 41 w DC, cut drig line, tin Tl W ash 30' 
over fish % 3400'. Wash over tish 3400-3442'. 
CCD: $310,244 

3 22'97 
Day 19 3588' 0 8 ' ) . Crip to check RMR. Anhydrite. M W 9 6 , Vis 42, p i l 9. Chl l()0k. I o . I.D wash 
pipe, bumper sub & jars 1'U new jars, bumper sub &. screvv-m sub. 11. screw into tish urj 3400' lar on 
tish. CO. LD tishmg tools. PU new BHA, TL W&R 3360-3570'. Di Ig - drig v cry rough Circ 
C ID: $3 12.661 

j.-23 97 

Day 20 3779' [03'). Drig. Anhydrite. MW9.8, Vis 53, pi l 9, ChllOOk I OH. I.D stabih/ci i ' l 
reamer. Ti l 1. DC. :588-3706*. Lost circ alter 5'drig break. Mix 350 bbl LCM sweep no rets, l o l l , I D 
reamer. M i \ mud, hole standing fu! I. f i l l . Wash I 20' to blm, good rets Drig 
CCD: $323,794 

• I [CHIT IIOL I ; 
SITR, INC 

SI P WI 
SIT WI 

, BPO 
. APO 

Drilling 

Rig: Norton 



(tiiiulw l'nit \o. 2 ID) SIT: NRI % BPO Spud 
1650' 1 SI. & 1650' FWF S H : NRI \ APO 13-3 8" ;( 
Sec 29, I-22S. R-34F SIT; ORRI % BPO 9-5.8" 
1 ca Co., NM MT ORRI : % APO " 7 " 

i ( 

Piospecl: Shamrock SIT: wi % BCP 4-1 2" il 

I ' l l ) : 1 Tool)' si i : wi % ACP 
SR; ACI 30107-002 
sl 1 AH. : 297112 
AFE COMI' 
DHC COST 

3 04 0" 

3 24 97 

Day 21 3783' (-!'). Mix mud. MW 8.5, Vis 42, p i l 10.5, Chl 2600. Drig, Work out 4 jts, pmp sweeps, 
use all mud & water. Ran PPI, showed movement 1800-2100', can torque at top of DCs w 3003'. Jet steel 
pits, pmp 2 sweeps. Pmp sweep w press Clean pits Jt mix mud. 
CM): 4340,443 

T 2 5">7 

Day 22 3783' (()') Mix mud. Anhydnle'Dulomitc'Salt M W S 6 , Vis 42 pil It), (. hMOOU Mix mud 
in sleel pits. Attempt to torque pipe slips, would not huld, wait oit slips. Backoff DP XO to DCs Woik 
DP free after shot POI I w all DP, left BHA in hole. Pl J bit, DCs & TIH to hit bridge 850-950', POI I to 
csg. Mix mud 825, 150 bbl to circ, 340 to circ mud to surf Mix mud for vol. 
C I D : $367,4 30 

3-20-97 

Day 23 3783' (()') Cond mud Anhydrite'Salt, Dolomite. MW 9 0, Vis 44, pH 10. Chl 12k B l d \ o l 
in pits. WeiR 940-1650' I.D H jts, run 3 stds. Wash 1650-2396', 250 bbl loss. Circ. Pull 17 stds ok 
Circ •'«• 825. no loss. I III to 2396' ok. Wash 2306-3003' TOP. Circ to cond mud & disp hole w.new mud. 
circ out 12.4 I ' I 'd , 10,000 Chl, drop wt to 90ff, 
C I D: $391,203 

3 27 97 
Day 24 3783' (0 ' j Backoff fish. Anhy dnte/Salt-Dolomite. MW 8.4, Vis 68, p i l 9. Chl 10k Circ u. 
cond mud 'iij 300V. POH 24 stds, drag l-4-IOOk. Circ yi) 825. f i l l 24 stds, dri 7' t i l l . Cue mud to raise-
vis. POI I , I.D Bl IC. PU jars, T i l l . Jar fish dwn 5'Jt stop. RU Wl. . ran spud bar 3616' Ran I Pl, DCs 
tree 3350' w rest movement to 3380' & stuck Cri> 3414'. 
C I I ) : $406,519 

3 28 97 
Day 25 3783' (()') Jar on tish. Salt/Anhydrile'Dolomite. MW 8 9. Vis 60, p i l 8.5, Chl 9k Run I I'l 
Ci. backoff w 3 350' Rt) W l . POH lo rec (12) 8" DCs, I.D jars & PU BHC. f i l l to 2850'. Wash to 
3003'. no problems. Wash to TOP ui; 3350' whole prob ;a< 3290'. Cue 'POP, mud wl 8 9. p o l l . I I) 
BHC. I ' l l jars, I II I, BHA, CDP. ITH, screw into fish, lar on tish. 
r ID: $417,529 

5 29 97 

Day 26 3783' (()'). Mix mud. Salt/Anhydrite/Dolomite. MW9.I I , Vis 40. pH 8.5, Chl 12k. Jar on 
tish Work fish up 7 ' : jts. Jar on fish, stuck @ 3425'. Attempt circ & jai Jar w/kelly jars, stop. Run I PI, 
stuck 1 100 Wait on tbg & mix mud. RU lo run tbg w/crane. ITH 26 jts. tag bridge 820', Pmp 50 bbl pill, 
re-rig crane. Pmp 200 bbl w/LCM, mix 160 bbl new mud. 
C I'D: $438,674 

3 30 97 
Day 27 3783' <<)') Plug lo Abandon. Salt/Anhydrite Dolomite Pmp 640 bbl mud 30// PCM POH, i.D 
2-7'8"tbg. Ran PPI stuck 852-870'. WO BJ, jet pits. RU Hi >.n gyro 65', disp N 49" W. Pmp plug «I: 
5 125-2286', 300 sx CP-H, l2"o A - l I , 2% CaCl. WOC Pel i .11 pipe w 1900' Pmp plug "2. I 9011-
1780'. 100 sx Cl-C, 2"« CaCl. 
CTD: $546,457 

3 3 I '97 
Day 28 3783' ( 0 ) Back off DP ui] 875'. WO BJ 
Pmp plug #3: 875-635'. 150 sx Cl-C, 2°oCaCI POH, WOC T i l l , tag plug tu» 825'. 
Pmp plug ¥4: 825-625', 125 sx Cl-C, 2% CaCl. POH, WOC. f i l l , tag plug uu 800'. I.D DP, f i l l 4 stds 
Pmp plug 75: 400-240', 100 sx Cl-C, 2% CaCl. POH, WOC. 
Pmp plug «6: 30'- surf, 20 sx Cl-C, 2% CaCl. 
NI) BOPs, i ig dwn floor Prep to rig dwn & move 75' east to i iaucho 2 Y. 
Final Cost Oaucftv h2: $698,476 



- I K i l l1 1 ICJI Ii " M 1 Wl 50 % BPO (300%) Oi illin» 
SIT R, INC SIT: WI 25 U I I APO i 300"u) Rig: 
(iaucho l'nit \o. 2Y <t>) SPH NRI 30.25 % BPO (300%) Spud: 
1650' 1 Sl & 1725' 1 WT, SI P. NRI 20 "» APO (300%) 13-3 8" 
Sec 20, 1-22S, R -Mf SPP: ORRI N A % BPO 0-5 8 " 
1 CJ Cu.. N.M SIP : ORRI N-A % APO 7" 

Prospect: (iaucho SI P: WT N'A u „ BCP -l-l 2" 
P ID 1)600' SFE Wl N A % ACP 

SI E AC 1 30107-002 
SPE APP 2971 12 
APE COMP $800,000 
DMC c o s r $620,000 

4 01 '07 

Rig dwn dr ig r ig, set 40 ' cond 120";. !>rl r a l & mouse holes. Pxi loc 75 ' e.is!, bui ld reserve pit Rig up 

( .aud io Unit 172Y C 11): $ 3 1,028 

( iaucho Unit «2 Pinal C I O: $698/476 

100% AFE C T D : $729,504 

4 02 97 

M l RU 

( iaucho Unit ff2Y C I'D: $ 50,227 

( iaucho Unit #2 Final C T D : $J)9L476 

100% APE C I D : $748,703 

4.03 97 

D A Y I S P U D 12:00am , 4/04/97 RU & prep to spud Spud 

( iaucho Uni t S2Y C T D : $ 63,058 

( iaucho Unit f/2 Final C T D : $698,476 

I 00" a A I T : C T D : $761,534 

4 04 97 

D A Y 1 1080' ( I 0 8 0 ' ) SPUD 1 2 : 0 0 A M , 44)4-97. Dr ig . Sand. M W 9.8, V is 42. Sv>s: 2t>7' sftj 3 '4" ; 717' 

Dr ig Ac unplug bit. Dr ig . W I . svy Dr ig . W P svy. Dr ig . Circ. W l . svy. Dr ig 

( iaucho Unit #2Y C T D : $ 78.738 

( iaucho Unit ;;2 Final C I D: $698.476 

100% API-: C T D : $777,214 

4-05-97 

Day 2 1535' 1455') Dr ig . Sand. M W 9.5, V is 42. Svy 1187' u ; l J . I ) : Ig. c i r c . WT svy. D i l g l u s t all press, check surf I' 

Err bit, blow n jet. Di [g. 

( iaucho Unit i i2Y CT D: $ 87,125 

( iaucho Unit a2 Pinal CT D: $698,476 

l l ) 0 " „ API-: C T D : $785,601 

4 00 97 

Day 3 1759' (224 ' ) . Ci rc for csg. Sand/Red Bed-'Anhydrite. M W 9.4, Vis 37, p l I 9 , Ch ! 10K. 151 I ' i r 2 V : 1587' u 3 

1650' w A'J. Dr ig . Circ W L svy. Dr ig . Circ. W L svy. Dr ig . Bit t r ip , plugged jets, 1669 svy, Dr ig . Circ. 

( iaucho Unit ; ; 2 Y C T D : $ 96,401 

( iaucho I 'n i l ;/2 Pinal C T D : $698,476 

100",, A I T ; C T D : $794,877 

4 07 97 

Day 4 1759' ( 0 ' ) RU U H . Anhydr i te . Svy 1759' //• 4 ' \ Circ fur csg. \ ; . IJ, I . D i 

& -hoe Ran 19 j ts I 5-3 '8" , 61.7, .1-55, S T & C csg [ 83(1.03') & 22 Jts I 1-3 8 ', 54.5,7, J-55 S I ' & C csg (971.74 ' ) . total 4 ! ;ls i j u .de 

s!u. e set u. 1759' RU BJ. c i ic , install cmt hd, I st stage cmt: I 500 :,x ( luss-C, 6% gel, 2".. CaCl 1 \ PI'S ( ids . 1 , PI'S Cello Sia 

2 cmt: 200 s \ Class-C, 2 % CaCl . W O cmt, Good c i ic , 350 s \ to surf. I T ) ; ; 3:30pm MS I , 4 07/97 W O l . clean cellar & IT Ci 

cond pipe & csg, weld on I 2 " \ 3 0 0 0 B H . 

C T D : $169,131 

( iaucho I 'm l »2Y C T D : $169,131 

( iaucho Un i l .72 Final C I 1): $698,976 

100% A IF . CT D: $867,607 



"TIGHT HOLE" 
SICK, INC, 

Gaucho l'nit \o. 2Y (D) 
1650' FSI. & 1725' FWL 
Sec 29, I-22S, R-34E 
I c i Co., NM 
Prospect: (iaucho 

SFF Wl 

S I T ; WT 
SFF NRI 
SIT-. NRI 
SFE ORRI 
SI H ORRI 
SFF. Wl 
SFF Wl 
SFE ACT 
SFE AFE 

N/A 
N/A 
N'A 
30107-002 
297112 
$800,000 
$620,000 

20 
N/A 

50 

25 

39 25 

% HPO (300%) 
% APO (300%) 
% BPO (300%) 
% APO (300%) 
% BPO 
% APO 
% BCP 
% ACP 

Uniling 
Rig 
Spud: 
13-3/8" 
9-5/8" 
7" 

4-1.2" d 

Noriou •• I 4 

PTH; 13,600' 

AFE COMP 
DHC COS I ' 

4 H8/97 
l)ay 5 1780' (21'). Dili ; . Anhydrite. MW 8.4. Wc-U on I11I, lest. NO HOP, clenn llowline. lust HOP Jt csg to JOH PSI PI I IUIA. 
I I I I , Drig plug & tint. Dri new 12'r" hole. 
C I I): $ )i)ll,76y 

4 09 97 
Day 6 2135' (355'). Drig Anhydrite/Sand MW8.7, Vis 41, pi i 10, Chl 5400 Svys: 1800" <g 4°; 1893' ,1,4-; 2(130 a 3-
Drlg, WL Drig. WL. Drig 194 1-2067', losing circ. Circ & WL Cio 2020'. POI I to 1737', 1111 id loss 100 BIT I Mix 400 hbl LCM .V. 
mud to regain circ, add 400 bbl premix mud. 4411, wash 70' to blm. Drig. 
(TT): $199,742 

(iaucho Unit -72Y CTD. $199,742 
(iaucho Unit Final C I D: $j598_476 

100% AFE ( T D : $898,218 

4 10-97 
Day 7 2446' (311'). Work stuck pipe. Anhydrite/Red Bed. MW 8 5, Vis 38, p l !9 . Svys: 2205',rr 3 4-, 2; 12' .1 i ' : , .Too 

I ' . ; - , Drig WFS. Dilg. Trip to move IBS &. PU KSW. Ream 45' to btm. Rep wt ind. Drig. Run WI S, WT. much nnu'J no; 
pull (elec prob), pull out w cat Work stuck string. 
CTl): $209,046 

(iaucho Unil 42Y C I'D: $209,046 
(iaucho Unil n l Final C 11): $698_,476 

100% AFE CTD: $907,522 

4/1 L97 
Day 8 2760' (3 14'). Drig. Red Bed-Shale. MW 8.8, Vis 37, pi l 9. Chl 2200, Work stuck siring. Work string w oil on Bl IA 
Spot pipe free. Drig. Pull 9 stds, pack swivel, run 9 stds. Drig. 
CTD- $224,979 
(iaucho Unil >;2Y CTD. $224,979 
(iaucho Unil -2 Final C I D: S69MZ6 

100% AIT: CTD: 5923,455 

4-T 2 97 
Day 9 3220' (460'). Drig. Salt 2539'(Stringer); Dolomite 3000'. MW 9.2, Vis 42. pil 8, Chl45K. S\> 2890" 0 1-5 -t Drig 
WL 11. 2890'. Drig. Pull 1 8 stds, install reamer, run 18 stds. Drig. RS. Drig. 
CT I) $233,666 
(iaucho Unit -"2Y CTD. $233,666 

Caucho Unit H2 Final C I'D: S698,4?$ 
100% AIT: CT D $932,142 

4-13 97 
Day lo 3520' (500'). Drig, Dolomite. MW 9.4, Vis 46, p l ! 9, Chl 45K. Svy 3 3 3 6 \ f lUK Drig RS Drig. POH, I.I) IHS & 
KSW. 1 111 w string reamer on top of DCs, change jets in bit. Drig w/'form brk (rf; 3415'. 
CT I); $242,485 
(iaucho Unil »2V C I D: $242,485 
(iaucho Unit n l Final CI D: $698.476 

100% AFE CTD: $940,961 

Gaucho Unit *2Y CTD: 
Gaucho Unit »2 Final C I D: 

100% AFE CTD: 

$190,769 
$698.476 
$889,245 



•TIGHT IIOIT" SFI: Wl 50 % BPO (300V) Drilling 
SI 1 :(. INC. SEE Wl 25 % APO (300%) Rig: 
(intuitu Unit Sa. 21' (D) SFF NRI 39.25 % BPO (300",,) Spud: 
1650' FSI. & 1725 FWT. SFF. NRI 20 % APO (300%) 13-38' t(. 
Sec 2'), I-22S, l< 541: SI P. ORRI N'A % BPO 9-5.8" 1, 
l.ca C IJ., NM SIT ORRI NA % APO 7" ,/• 
Prospect: Gaucho SIT: Wl N A % BCP 4-1 2" a 
IMI); 14,600" Sl l : Wl 

SIT. ACT 
SFE AFE 
AFE COMP 
Dl IC COST 

N'A 
30107-002 
2971 12 
5800,000 
$620,000 

% ACP 

4 14 '97 

Day I I 3684' ( I 04 ' ) 1111 Dolomi te . M W 8 5, Vis 50 Dr ig . Lost circ & P l i l l 19 stds w TOOK drag. Jet pits, mix mud Rl) 

K A i M , ran I PI & backof f I K's 'w 1733'. POI I, 14) string rmr. Pl I tools. I I I I . 

C T D : $254,256 

Gaucho Uni t #2Y C T D : $254,256 

Gaucho Unit s2 Final C IT): S698T76 

100% A F E C I D: $952,732 

4 ' J 5 97 

Day 12 3684 ' (() ' ) . M i x I .CM. Dolomi te . M W 8.5, V is 50, p i l 9. T I H . Tag lish & workover t ish. Washover tish. Circ POH 

I.I) 2 jts wiper, PU jars & BS. T i l l B H A . Cut d r ig l ine. TTH w 'DP . PU kel ly , screw in fish. POH. 1 I ) tish tools. T i l l , lag t i l l Vi 

I 8 6 0 ' . Wash 1 860-1984 ' , lost circ, pul l up ok 

C I D $280,833 

Gaucho Uni t M Y C I'D: $280,833 

Gaucho Uni t 02 Final C I D: $698.476 

100% A F P C T D : $979,309 

4 4 6 97 

Day 13 3684 ' ( 0 ' ) . Work stuck pipe. Do lomi te . M W 9 , Vis 64, p i I 9, Chl 6000. M i x & pmp 300 bbl I .CM mud Regain cue 

work pipe. T I H , tag 1877'. d r i l l br idge, loss circ, regain, wash ' 9 8 4 ' . Wash 1984-2171 ' . Circ & mix 400 bbl mud losing 50 BPH, 

vol sand. Wash to 2294 ' & stuck 'a; 2309 ' . Spot diesel & work stuck str ing. 

CT D: $294,316 

Gaucho Unit H2Y CT D: $294,316 

Gaucho Unit s2 Final C IT): $698,476 

100% A l l : ( '"I 'D: $097,792 

4 17 97 

Day 14 3684" (0 ' ) . Work ,ck pipe. Dolomi te . M W 8.7, Vis 76, pH 9, Chl 5000. Work stuck pipe Spot ftO bbl diesel w pip 

li ce & work str ing. Run PPF stuck 1830-62' . Work stuck pipe & PU I st d r iv ing tool & tw ist pin. Work stuck sli ing W o i k stuck 

string w dr iv ing tool 2v2 oi l on spot. 

C U ) : S3 16,597 

( iaucho Unit <?2Y C T D : $ 316,597 

Gaucho Uni t n2 Final C T D : $ 698,476 

100% A F E C T D : $1,015,073 

4 18 97 

Day 15 3684 ' ( 0 ' ) . Washover. Do lomi te . Work stuck pipe w/o i l on spot & dr iv ing tool . PD dr iv ing tool (T ic . Run PPI 24: 

backo f f DCs .gi 1825'. POH lo DCs. insp 4 DCs & X O. PU 6 j ts , wiper, jars & 2 DCs T i l l . Tag top & fish at W O wi th metal 

cutt ings m mud. POH. Wai t on shoe. C O shoe & TUP 

DC: $530,488 

( iaucho Unit 42Y C T D : $ 530,488 

G a u d i o Uni t *2 Final C T D $ 698.476 

100% A I T C I D: S C02S "14 _ 

4 19 07 

Day 16 3684' i t ) ' ) . T i l l l i b i t Do lomi te . M W 8 . 6 , Vis 148, p f l 8, Ch l I OK. Washoi er tish to 201 7" Cue Spot o i l POH I 

overshot Jt BS. 1 I I I . Jar Pish tree. P O I I t o l i s h . 1.1) tools &. top DC P o l l l i s h I 1)2 I K's, jars, BS , t run up in hole I D w i p e i . 

load out tools Pl i hit & 1111 DP 

C T D t.352.859 

Gaucho Unit !<2Y C I'D: $ 352,859 

Gaucho I .'nil H2 Final CT D: %_ 6778,476 

100% A F E C P D : i i , 0 5 1,335 



•TIGHT HOT.IT' SFF Wl 45.3125 \ BPO (300%) Drilling 
SI : l< INC. SIT WT 25 % APO (300%) Rig: 
(iaucho l'nit Ko. 2¥ ll)) SIT NRI 35.6406 % BPO (300%) Spud: 4 04 v 
1650' FSL & 1725' FWL SIT NRI 20 % APO (300%) 13-3'8" il 1.759 

Sec 29, T-22S, R-34E SIT ORRI N'A % BPO 10-3/4" a 3.077 
I ca Co., NM SFF ORRI N'A % APO 8-5'8" 
Prospect: Gaucho SFF Wl N'A % BCP 5-12" 
I ' l l ) : 13,600' SIT Wl NA % ACP 

SFE ACT' 30107-002 
SFE AFE 297112 
AFE COMP $800,000 
DHC COS 1" $620,000 

•14 

4 20 97 

Da> 17 3684 ' ( 0 ' ) . Cement ing. Do lomi te . 4 111, tag Fill Hi 2 3 2 1 ' . Wash 2321-73 ' . Circ. 14) 9 jts. run 3 stds. Wash 2373-3100' 

Circ POI I DP ct hit. RU I D mach & csg crew. Ran 57 j ls 10-3/4" csg ok & started hanging :a) 2520 ' Woi k csg in tu 3o77' , total 

69 j ts. 

C I D $420,271 

Gaucho Uni t / /2Y C I D: S 420,271 

Gaucho Uni t ,72 Final C FD: $ 698,476 

100% AFE C I D: $1,118.747 

4 2 1 9 7 

Day 18 3684 ' | 0 ' ) . I.D DP. Dolomi te . M W S . 9 , V is 40 . p H 9. Cement 10-3/4" csg W O C . prep to N D BOP. N D BOP C u t l o -

3 -1" ' , cut o t f 13-3 8" SOW B H , weld 10-3/4" SOW N i l BOPs Lest b l ind rams & csg to 1000-1 I ' l l bit & Rl (To r I I I I IK s cc i || 

DP lest pipe rams to 1000 PSI. T i l l 26 stds DP to 3072 ' . 

t ow/o; [\ej>i_iil Ran I jt 10-3 '4" 45 5 K-55 STC (42 45 ' ) , I j l 10-3 T " 45 5ff K-55 S T C x b i m (43 10') , 67 |ts I 0 - V 4 " 45 5 K-5 5 \ U M 

(2994.72 ' ) , set faj 3077 ' . Float shue ai 3077 ' . Float col lar % 3032 ' . 

Cement R e p o r t 380 sx Class-C 50-50 w ' 10% gel , 5% salt &. '. tH Celloseal fo l lowed by I 50 sx Class-C. Circ 200 s v I'D ./ 12 45 

MST , j ob complete 1.45am, 4 21 97.. 

CT D: $441,933 

( iaucho Uni t # 2 Y C T D : $ 441,993 

:ucho Unit #2 Final C T D : $ 698,476 

. o 0 % A F P C T D : $1.140,469 

4-22-97 

Da> 19 4310 ' (626 ' ) D i l g . Do lomi te . I.D 27 j ts . R I H 8 stds. PU 2 j ts & kel ly, break circ. Tag ur 3032' Dr i cm: plug. Ilo.u .y 

shoe to 3077 ' . Wash sand 3077-3565 ' , los' . omplete rets. Ci rc w/no rets. Wash 3565-3686 ' w-'no rets. D o dr i l l a 200 ( i l ' M , pmp 

I 5 bbl high vis & paper every 90 ' , pmp I O . obi I W dwn ami every 2 hrs, est 3900 bbl loss. 

C T D : $450,235 

Gaucho Unit #2Y C T D : $ 450,235 

Gaucho Uni t »2 Final C PD: $ 698,476 

100% A F P C T D : $1,148,71 I 

4 23 97 

Day 20 5120 ' (811)'). POI 1 for liner. Do lomi te Dr ig . RS. Dr ig . Pmp sweep, drop totco. POH to run liner 

C I D: $460,083 

Gaucho Unit i 2 Y CT D: $ 460,083 

Gaucho Unit »2 Final CT D: S 698,476 

1 t io" „ A I F. CT D: S I , 158,559 

-I 24 07 

l u ; 21 5120' (() ' ) . Run temp log L ime. Sv\ 5 120' ,;j I P O H w DP. RU L D mach I.D (20) 8" DCs. Rl • c s g u c w Run 50 l t . 

.32-, K-55. 8-5/8" l iner, set ai 5109 ' Shoe set 'iv 5 109'. FC sel fit] 5062 ' . RD csg crew & 1.1) mach. Brk circ JL ITH s DP Set hnei 

on bun & cmt. BJ Svc cmt 'd w-'200 sx Class-C w ' . 3 % PP-52 fo l lowed by 255 sx Class-C 50'50 Poz . 10% gel • 5% salt • 1 . PI'S 

I luccTe. fo l lowed by 200 sx Cluss-C cmt. POH w.-'DP. W O C . C D L . Run temp log. 

( 11) $527,357 

Gaucho Unit 42Y C PD: $ 527,357 

Gaucho ( in i t ~2 Final C T D : S 698,476 

100% A F E C PD: SI ,225,833 



•'TIGHT HOLE" SIT: WT 45.3125 % BPO (300%) QnHinij 
SEEK, INC, SIT: WT 25 % APO (300%) Rig: Norton 1 I 
(itiuclm l'nit So. 2Y (I)) SIT; NRI 356406 % BPO (300%) Spud: 4 04 97 
1650' I SI. Ji 1725' FWI. SIT; NRI 20 % APO (300%) 13-3 8" ll; 1.759' 
SL-L 29, T-22S. K-34E SIT; ORRI N.A % BPO 10-3 4" i i ; .3.077' 
L d Co.. NM SIT; ORRI N A % APO 8-5'8" i i- 5.109' 
Prospect Guucho SIT: Wl N'A % BCP 5-1 '2" i i 

I ' l l ) : 13 600' SIT; WI N/A % ACP 
SIT: ACT 30107-002 
SFE AFE 2971 12 
AFE COMI' $800,0110 
DHC COS ] $620 000 

4 25 97 

Day 22 5120' (() ' ) . Dr i retainer. L ime. At tempt to load hole w/300 B F W . W O Baker. T i l l 10-3 '4" cmt ret. R I i BJ, set ret, load 

hole. Pmp 200 sx Thiso & 400 sx Neat. Rev mi l 10 bbl cmt. POH DP & mech set look W O C , PU B H A . ITH 20 stds, lan u> 2740' 

I T ) 6 j ts , R i l l 2.stds Dr i on ret. 

C T D : $556,917 

Gaucho Unit W Y C T I ) : S 556,917 

Gaucho Unit t t l Final C I D: 1 . 698,476 

100% A F E C I D: $1,255.393 

4.26 97 

Day 23 5120' ( 0T IT 11 w stinger. L ime. Dr i rel & 100 ' cmt . Circ w ' 3 0 % los. D r i cmt 70 ' . POH W O W L . RU W 1. w'repairs Jt 

set 10-3 4 " ret <ft> 2743 ' T B I w/stinger on DP, unable to sl ing into ret. POH vv/DP & stinger, W O cent tor slinger 

C T D : $567,050 

Gaucho Unit H1Y CT I ) : $ 567,050 

Gaucho Un i l ;-2 Final CT D: $_ 6 9 8 T 7 6 

100% AFE CT D: $1,265,526 

4 '27 97 

Day 24 5120 ' (() ' ) . POH, W O C . Do lomi te /L ime. W O tool. R IH cent & stinger. At tempt to pmp below ret, POI I w slinger I I I ! 

w 'b i t , DCs ct DP. Dr i ret ;i7i 2743 ' . T 111 to liner & POH. F i l l , ret on DP, unable to pmp in R D BJ, POH R IH w bit ,v_ DCs. dri ret 

POH I I I I w ' D P Spot 100 sx Class-C cmt 2920-2680 ' . P O H . inc 5 bbl lo load hole alter 5 stds. 

C T D $590,489 

Gaucho Unit i/2Y C T D : $ 590,489 

Gaucho Uni t H2 Final C T D : $ 698.476 

100% A F E CT D: $1.288,965 

4/28 '97 

Day 25 j i . o (0 ' ) . Dr i cmt L ime 'Do lom i te . POH. W O C . T I I I w bit JL CDs, lag nij 2760 ' . 1.1) 9 jts, R I I I 3 stds D i l c m t 2700-

2930' . l est liner top 250 PSI, ok. T r i p for 7-7/8" bit. Dr i on ret junk ,a) 2930 ' , push to 2992 ' R IH to 4995 ' IT ) 9 us, K111 3 stds 

Dr i cmt & junk to landing col lar 5060 ' . 

C T D : $609,636 

Gaucho 1 Init ,72Y C T D : $ 609,636 

Gaucho Unit t i l Final C T D : $ 698,476 

1001b AFE C T D : $1.308,1 12 

4 29 97 

Day 26 5610' (490 ' ) Dr ig . L ime/Sand. Svy 5480 ' 'aj I ' . D r i cmt j u n k & Il ls Clean out 5 I 10-5 120' Dr i 5 120-5 ! 50 ' Pmp 

sweep JL POH. PU 13HA & T I H w.'DCs. ITH w b i l J;8 T O L 22 stds. W & R 10'. D i l g . RS. Dr ig . Svy. Dr ig 

C I I ) : $622,673 

4:29 97 Cost Summary Correction: 

Gaucho I 'nil 72 Y CTD: $ 622,673 

Gaucho 1 nil »l Final CTD: $ 698.476 

100 „ AFE CTD: SI. 321.149 

4 30 07 

Day 27 6730 ' (1120 ' ) Dr ig . Sand.'Shale.T.ime Sv>s: 5947' ar. I ': 6-117' ,r <y Dr ig . Svy. Dr ig . Svv. Dr ig 

C I D : $633,736 

Gaucho Unit «2Y ( " I D : $ 633,736 

Gaucho Unit I t l Final C I D: $ 698.476 

100°,, A l l: ( T l ) : $1,332,212 



"TIGHT HOLE" SFE Wl 
SEER, INC. SFE Wl 

CHUILIW l'nit So. 2Y (D) SFF NRI 
1650' ESL & 1725' EWE SEE: NRI 
Sec 29, T-22S, R-34E SIT: ORRI 
Lea Co., NM SEE ORRI 
Prospect: Gaucho SEE Wl 
LTD: 13,600' SFE Wl 

SFE AC T 
SFE AFE 

AFE COMP 
DHC COST 

45.3125 % BPO (300%) Drilling 
25 % APO (300%) Rig: Noi [ou 

35.6406 % HPO (300%) Spud: 4 04 97 
20 % APO (300%) 13-3/8" rr 1.759' 
N.A % HPO 10-5 4 " a 5,077' 
N'A % APO S-5'8" • d; 5,109' 
N'A % BCP 5-1/2" ii 1 1,840' 
N/A % ACP 
30107-002 
2971 12 

$800,000 
$620,000 

5 0 I '97 

Day 28 7500' (770') Drig-. Sand. Sv> 70-14' 'a .V-I". Dike Wl.-mib.ruin [)r!g RS Drig WF. Drig 
C I D : S64 1,829 

Gaucho Unil H2 Y CTD: $ 641,829 
(iaucliu Unit Ii2 F inal C I'D: J 698,476 

100% AFE CTD: $1,340,305 

5 02.97 

Day 29 8060' (560') Drig 20% Limestone, 20% Shale, 60% Sandstone. Svy 7545' ,4 3 4" . Drig. Svy Drig RS. Drig S\> 
801 7' - misrun. 
C ID: S649.922 
Gaucho Unit -72Y CTD: $ 649,922 
Gaucho Unit #2 Final C I D: $ 698 J76 

100",) AFE C I'D: .$1,348,398 

5 03 97 

Day 30 8281' (221'). RR. Saudi, ime. Svy 8234' uj'.-r. Drig. RS Dilg. Svv POH (orbit. ITH vv DCs CDL RR Tvio; 
C I D: $663,894 
Gaucho Unit H2Y C I D: $ 663,894 
Gaucho Unit U2 Final CTD: $ 698,476 

100% AFE CT D: $1,362,370 

5 04 97 

Day 31 8281' (()'). I I I I . Sand. RR. Ti l 1 w/no auv brakes 
CTD: $671,987 
Gaucho Unit #2Y CTD: $ 671,987 
Gaucho Unit tf2 Final CTD: $ 698,476 

100% APE CTD: $1,370,463 

5 05,97 

Day 32 8830' (549'). Drig. Bone Spring (§ 8470' Limestone/Sand MW 8.4, Vis 29, pH 12, Chl 3000 Svy 8730' 
W&R 60' to btm. Drig. RS. Drig. WLS. Drig. 
CTD: $680,953 
Gaucho Unit #2Y CTD: $ 680,953 
Gaucho Unit r#2 Final CTD: $ 698.476 

100% AFE C I'D: $1,379,429 

5 (16 07 
Day 33 9470' (640'). Drig. 70% l.ime, 30?'. Shale. MW 9.1, add brine wtr. Sv y 9200' iu; 1 i \ Drig RS Drig. WI.S Drig 
CTD: $697,230 
Gaucho Unit 42Y CTD: $ 690,230 
(iaucho Unit «2 Final CTD: $ 698,476 

100% AFE CTD: $1,388,706 

5 07 97 
Day 34 10,080' (610", Drig. Lime/Shale. MW 9. Svy 9700' :a; 1 ! C, Drig Svy & RS. Drig. 

CPD: $709,105 
Gaucho Unit *2Y CTD: $ 709,105 
Gaucho Unit U2 Fina! CT D: $... 698,476 

100% AI E C I D: $1,407.581 



•TIGHT lis '1 I ' SFE Wl 45.3125 % BPO (300%) Drillinu 
SITR, INC. SFE Wl 25 % APO (300%) Rig: Norton • 
Gtuiclw l'nit Mo. 2Y fl>) SFE NRI 35.6406 % BPO (300%) Spud: 4 04 97 
1650' i Si. ct 1725' FWL SEE NRI 20 % APO (300%) 13-3'8" ic 1,759' 
Sec 29. (-22S, R-34E SFE ORRI N.A % BPO 10-3 4" a 3.1P7' 
Lea Co , NM SFE ORRI N'A % APO S-5 8" u 5,109' 
Prospect Gaucho SFE Wl N'A % BCP 5-1 2" i i 

PIT): 13,o()0' SIT Wl N'A %. ACP 
SFE ACT 30107-002 
SFE Al i 2971 12 
AFECOMP $800,000 
DHC COST $620,000 

5 08 97 

Day 35 10,630' (550'). Drig lime/Shale. MW 9, Vis 29, p i l 9, Chl44K. Svy 10,177' ,,-r I s . Drig sv\ . Drig RS Drlu 
C I D . $723,606 
(iaucho Unit WY CTD: $ 723,606 
Gaucho Unit «2 Final C 1 I): $___698̂ l_76 

100% AFE CTD: $1.422,082 

5 09/97 
Day 36 11,170' (540';. Drig. 60% Sand, 40% Limestone. Svys: 10,675' (a) ' . r ; 10,894' rr 13°. Drig. WI S Dilg V. LS. Dile 
CTD: $733,768 
Gaucho Unit #2Y CTD: $ 733,768 
Gaucho Unit /«2 Final CTD: $ 698,476 

100'',, AFE C l D: $1.432,244 

5 40-97 
Day 37 11.680' (510'). Drig. 20% Sand, 20% Shale, 60% Lime. MW 9, Vis 29. pl l 10, Chl 55k. S\> 11,385' 
WT S, RS. Drig 
CTD: $748,598 
(iaucho Unit 42Y CTD: $ 748,598 
(iaucho Unit #2 Final C TD: $ 698.476 

100% AFE CTD: $1,447,074 

Drle 

54 I 97 
Day 38 11,840' (160'). Mi l l ime/Shale. MW 9, Vis 29. Svy I 1.840' .tit h". Drig I D 7am. Circ tor logs (sweep) DiopToico 
POH torlogs. RU Schlumberger & log (1 1,835'). RR (dyno). n i l inc. 
C I'D: $777,573 
Gaucho Unit «2Y CTD: $ 777,573 
Gaucho Unit H2 Final CTD: $ 698.476 

100% AFE C I D: $1,476,049 

5 12.97 
Day 39 1 I 8-40 ((")'). Run 5 ' : " csg. TIH. Wash to btm 60'. 7 ' t i l l . Circ tor csg. RS. I D DP & DC, RU csg cicw. Start naming 
5' :" Csg 
C I D: $902,770 
(iaucho Unit «2Y CT D: $ 902,770 
Gaucho Unit 72 Final CT D: .$„ 698.476 

IOO1',, AFP C IT): $1,601,246 

5 1 3 07 
Day 40 11,840' (0'). Test BOPs. Fin run'g 289 jts 5'T' csg. RU BJ, circ thru csg fri! 1 1,840'. Cmt W l 100 s\ 50:50 I W - I I . RD 
Bl.' ND 13-3 8" BOP, set slips, install tbg hd, NU 7-1/16", 10K BOPs. Ran T emp Fog, TOC 6800'. N i l , test BOPs 
( T D . $938,782 
Gaucho Unit 72 Y CTD: $ 938,782 
Gaucho 1 nil »2 Final C I D: $ 698.476 

lOO 'o APE CTD- $1.637,258 



• I IGHT HOLE." SPF Wl 
M I K INC. SFP Wl 

(iauclw l'nit So. 2Y (D) SFE NRI 
1650' PSI, & 1725' FWP SPE NRI 
Sec 29. T-22S, R-34F SFE ORRI 
I CJ Co , NM SFE ORRI 
Prospect: Gaucho SEE Wl 
F I D : 13,600' SFE WT 

SFE ACT 
SFE APE 

AFE COMP 
DHC COST 

45.3125 0 ( j BPO (31)0%) Drilling 
25 % APO (300%) Rig: Norton : 

35 6406 0 ^ BPO (300%) Spud: 4 04 97 
20 o o APO (300%) 1 3-3 8" a 1,759' 
N'A o o BPO I . s 4" il; 5,077' 
N/A o o APO b-5 8" il ' 5,109' 
N/A BCP 5-1/2" «: 11.840' 
N/A % ACP 

30107-002 
2971 12 

$800,000 

$620,000 

5-14'97 

Da> 41 11,840' ( 0 ' j PP 2-7 8" DP M W 10, Vis 29. Install 7-1, 16" BOPs. Test BOPs JL choke inantt ' to 10.000 PSI, ann to 

5000 PSI, test btm kel ly valves to 5000 PSI. W i l l replace 2nd leaking lop kelly valve. RU ED mach, install tbg board. PU B H A & 

I T \ 

CT I ) : 1979,J20 

Gaucho Uni t « Y CCD: $ 979,320 

Gaucho Uni t f 2 Final C T D : $ 698.476 

100% APE C T D : $1,677,796 

( 'asi im'Cement Report: 

Ran 289 j ts 5 1 : " , I7f f , P-l 10. I . T & C , tloat shoe s e t * * 11,840', FC % 11,754'. Cmt w '50:50 1% •-! I w 2 % gel . ! % I T . - 6 2 Floats 

held ok, 2100 PSI press di f f . D id not bump plug. Disp w '273 bbl brine , good circ. PD <a\ 5:1 . . . n , 5 '13/97 

5 T 5 97 

Day 42 11,930' ( 90 ' ) D i l g . Shale l i m e . M W 10, p i l 10. PU 2-7 8" DP. Change K B JL RD PU mach Di I plug, float, cmt JL 

shoe, l est csg shoe lo 13.5 PPG M W E , ok. Press test csg 2500 PSI, ok. Oi l 10' new 4-3 4 " hole. Dr lg . 

CT D: $998,705 

Gaucho Uni t #2 Y C CD: $ 998,705 

Gaucho Unit #2 Final CCD: £ 698,476 

100"'•> AF E C T D . $ 1.697,181 

5 16 97 

Day 43 12,07(1' (140 ' ) Dr lg 5 0 % Chert, 6 0 % Limestone, 10% Shale. VIW 10, p i l 10. Dr ig RS Dr lg 

C I D : S 1.008,998 

Gaucho Unit * 2 Y CCD: $1,008,998 

Gaucho Unit ff2 Final CT D: $ 698,476 

100% A F E C T D : $1,707,474 

5, I 7 97 

Day 44 12,130' (60 ' } . Dr lg . Sand L ime. M W 10, pH 9.5. Dr lg . POH for bit f, I 1. Make up bit, T i l l vv B H A C D L . CO kelly 

valve, pack swivel . T i l l . Repair high c lutch. Fin T i l l . W & R 5 0 ' t o btm. Dr lg . 

C T D : $1,027,885 

Gaucho Unit ; ;2Y CT D: $1,027,885 

Gaucho Unit f?2 Final CCD: S 698,476 

100% AFE C l D: $1,726,361 

5 4 8 97 

Day 45 12,370' 1240') Dr lg . lame Shale. M W 10, Vis 29, p i l 9, CT I50K . Dr lg . Check How. Dr lg . RS. Dr lg. Check How 

D i l g BG 32; Conn 39. 

C T D : $1,039,042 

Ouucho Unit «2Y C T D : $1,039,042 

Gaucho t aiit ,«2 Final C T D : S 698,476 

lot)'!., AFE C I D: $1,737,518 

5 19 97 

Day 46 12,470' (100 ' ) . Dr lg . Limestone. M W 10, p i l 9.5. RR - pumps. Dr lg . RR - pmp>. Dr lg to I 2.398' I l-B s l l . D i l 

bridge \u 12,081 ' , R I H , wash to btm w / 6 ' hard Pill. Dr lg . Install rot hd. 

C I D : $1,059,406 

Gaucho Uni t S2Y C T D : S1,059,406 

Gaucho Unit ;?2 Final C C D : $ 698,476 

100" IJ AFT: C T D : $1,757,882 



••[[Gin HOLE- SFE Wl 
SI PR, INC . SFE WT 
(iaucho Unit So. 2Y (D, SFE NRI 
1650' FSI. & 1725 ' FVVI. SEE NRI 
Sec 20, T-22S, R 341 SEE ORRI 
1 ca Cu . NM SFE ORRI 
Prospect: Gaucho SFE WT 
PID- : 600' SEE WT 

SEE ACT 
SFE AFE 
AFE COMP 
DHC COST' 

45.3125 % BPO (300%) Drilling 
25 % APO (300%) Rig: Norton -
35.6406 % BPO (300%) Spud: 4 04 97 
20 % APO (300%) 13-3/8" ri 1,759' 
N'A % BPO 1(1-3/4" it 3,077' 
N'A % APO 8-5 8" 5,109' 
N'A % BCP 5-1-2" a- 11,840' 
N'A % ACP 
30107-002 
2971 12 
$800,000 
$620,000 

5 20 97 

Day 47 12,550' (80' i . Drlg. Fimestone/Shale. MW II), pl I 9. Drlg. Trip 'Wbi l<f l3 . Wash & ream thru light hole ,,. 12,081'J 
12,1407 Drilling w/ tluid loss ol'est. 25 bbl hr. Pump sweep & stop loss. 2213 Tare on btms up 
C ID: $1,059,406 
Gaucho Unit It2Y C I D : $1,076,745 
Gaucho Unit t i l Final CTD: $ 698,476 

100% AFE CTD: $1,757,882 

5-20.97 Corrected CTD- $1,076 745 
(iaucho Unit U2Y CTD SI. 076.745 
(iaucho Unit H2 Final CTD 5 698.476 

100% A IE CTD SI.7 725.221 

5 2 I 97 

Day 48 12,623' (73') T i l l . Lime'Shale. MW 10, pl I 9. Drlg 1 2,5 12-623'. Circ out sweep Drop tolco Po l l for bit U l l 
C I'D: Sl,106,684 
(iaucho Unit 1*2 Y CTD: SI. 106,684 
(iaucho Unit W Final CTD S 698.476 

100% AFE CTD: S 1.805.160 

5/22.97 

Day 49 12,707' (84'). D , , s . Shale/Lime. MW 9.8, p i l 9. T B I to 12,580. Wash & ream 50' lo blm Dilg Modify flow line & 
flomcter. Drlg. 
C l D: $1,1 19,265 
(iaucho Una lil Y CTD SI. 11 9,265 
Gaucho Unit tt2 Final CTD $ 698,476 

100%. AFE CTD: $1,817, 741 

5 23 97 

Day 50 12,820' (I 13" i. Drlg, 70% Shale, 20% Sand, 10% Limestone. MW 9.8, pH 9 Drlg lo 12,757'. RS Drk 
C I'D: $1,132,308 
(iaucho Unit H2YCTD $1,132,508 
(iaucho Unit #2 Final CTD. $ 698.476 

100% AFE CTD $1,830, 784 

5,24 97 

Day 51 12,883' (63'). Raise mud wt. 10% Sand, 60% Lime, 30% Shale. MW 10.2. Drlg. Circ out sweep & btms up POH lor 
bit, check flow. T IH. W&R 50' to btm. Dri, start mud-up Cd 12,864', pmp press dec, drlg brk 12,878-82'. 2" How. lot) PSI. SIDP. 
Circ on choke while raising mud wt w/20' flare, dec to 2'. 
C I D : $1,149,647 

Cam ho Unit li 2 Y CTD $1,149,647 
(h.ucho Unit it2 Final CTD $ 698,476 

i 00",',. I FE ( TD • $1,848,123 

5 25 97 
Day 52 12 906' (23"). Drlg. 60% Sand, 20% Shale, 20% Lime. MW 12 8, Vis 46. pi l 10, Chl 140k. Circ. drlg bleak & luise 
MW to 115 PPG, kill Hare. Drlg w 'good break 12,895-98'. Check flow, strong flow 500" CIDP & 650* I ICP. C ue out gas, MJ' 
flare. SI well, raise MW to 12.8. Displ hole w/12.8 mud, kill well. Raise M W in pits to 12 8 Drlg. 
C 11): $1,175,120 

(,',««/«. Unit ill Y ( "I'D SI.175.!2I) 
(iaih.hu Unit til Final ( 111 ^ 6V.1,-f?6 

1110%, IFF CTD SI 8"3 596 



'•'[Tdl IT 1 IOI.[ SFF WT 45 3125 % BP() (3(1(1"„) Drilling 
SI LK, INC SFF. WT 25 "u APO (300%) Rig: Norton 
(,'ttiichii Unit So. 2Y fO) SFF NRI 35 6406 % BPO (300%) Spud: 4 1)4 97 
1650' FSL & 1725' FWL SFF NRI 20 % APO ( 300%) 13-3 8" i i 1.759' 
SL-L- 29, F-22S, R-341- SFF ORRI N'A % BPO 10-3 4" •a 5.077' 
Fed Co., NM SEE ORRI N'A % APO 8-5 8" il 5.109' 
Prospect: (iaucho SFF Wl N/A ' . BCP 5-12" a 11.840' 
PIT): 13.600' SFE Wl N/A % ACP 

SFE ACT' 30107-002 
SFE AFE 297112 
AFECOMP $800,000 
DHC COST $620,000 

5/26-97 

Day 53 12,968' (62'). Drlg. MW 12.8, Vis 46, p i l 10, Chl 141 K Drlg. RS, change out rotating head body, routing he,id locked 
up. change out for original body. 
CTD: $1,200,813 
(iaucho Unit U2Y CTD SI.200,814 
(iaucho I 'nit 42 Final CTD 5 69H.476 

100% AFE CTD: SI.809,290 

5 27 97 

Day 54 13,009' (41'). TTH. 50% Shale, 20% Sand, 30% Lime. MW 12.9. Vis 46, pi I 10, Chl I40K. Drlg Pmp slug, pull 14 
stds, check How at shoe POH, change out bit &. reamer. TIH. 
i l l ) $1,226,700 
Cnnti ho I'nit :42Y CTD $1,226, 700 
(iaucho I 'nil -42 Final ( "ID $ 698.4''6 

100% A FF ( "I'D $ 1,925.176 

5.28.97 

Day 55 13,049' (40*). Drlg. Shale MW 12.9, Vis 43, pH 10, Chl I39K. Trip tor bit ffl6. Wash 30' to btm, no till Drlg 
Change rot hd drive. Drlg. 
CTD: $1,242,027 
(iaucho Unit <*2Y CTD: Sl 242,027 
(iaucho Unit ffi Final ( TD $ 698. 476 

100%, AFE CTD: $1,940,503 

5 29 97 
Day 56 13,104' (55') Drlg 40% Shale, 50% Sand, 10% l imestone. MW40, Vis 40, p i l 10, Chl L3oK Dilg. RS Drlg. 
CTD: $1,257,621 
(iaucho Unit U2 Y CTD S 1.25 7,621 
(iaucho Unit X2 Final CTD- $ 698,476 

100%, iFECTD $1,956,097 

5 30 97 
Day 57 13,127' (23'). Drlg. 60% Shale, 40% Lime. MW 128, Vis 40, pH 10, Chl I36K. Drlg. POOH to shoe. CDL POOH 
T III to 13,073'. Wash 13,073-1 18', no t i l l . Drlg. 
CT D: $1,274,858 
Gaucho I 'nil W Y ( "TD: $1.2 74,858 
(iaucho (•'ml 77 Final CTD: $ 698.476 

1 li i% A 7 E l'I'D $ 1 973,334 

5 3 1 97 
Day 58 13.172' (45') Drlg. 10% Limestone, 10% Sand, 80% Shale. MW 12.8, Vis 39, p i l 10, Chl I30K. Drlg 13.124-172 
( ID, $1,287,654 
G.iuJu, I "„u i'2 Y CTD: $1 287,654 
G iitL.hu I int '42 Final CTD $ 698.476 

10')%, AFE CTD. $1 986.130 

6 0 I 97 
Day 59 13.224' (52'). Drlg 90% shale, 10% Limestone. MW 12.8, Vis 39, p i l 10, Chl I31K Drlg. RS. Drlg 

C I'D: $1,301,412 
Gaucho Unit 42 Y CTD $1 301,412 
(Iaucho Unit 42 Final CTD $ _ 6>J8.476 

100%. AFE CID Si, 999.888 



• 1 KitIT HOLE- ' SFF WT -45.3125 °u BPO (300%) Drilling 
SI LK, INC. SI 1 Wl 25 APO (300%) Rig: " 
(iattcltti Unit So. 2Y (I)) SFF NRI 35 6406 % BPO (300%) Spud: 
1650' FSL & 1725' FWL SFF NRI 20 % APO (300%) 13-3/8" 
Sec 29, U22S, R-34E SFF. ORRI N/A % BPO 10-3/4" 
I ca Cu , NM SFE ORRI N'.'A % APO 8-5'8" 
Prospect: (iaucho SEE WT N-A % BCP 5-1.2" 
PIO 13,600' SEE WT N.A % ACP 

SEE ACT 30107-002 
SFE AFF. 297 1 12 
AFE COMP $800 000 
one COS 1 $020,000 

Norton 14 
4 04 97 

1,759' 
3.077' 
5,109' 

1 1.840' 

602-97 

Dya 60 13,256' (32') Drlg 10% Limestone, 30% Sand, 60% Shale. MW 12 8, Vis 39. pi I 10, Chl 130k. Drlg to 13.24 L C 
samples & pmp slug. POH. I l l I w/bit U I 8. Drlg. 
CTD: $1,319,279 
Gaucho Unit •<2l'i 77) $1,319,279 
Gaucho Una 42 Final ('I'D S. 6V-S.476 

101)% AFE CTD: $2 01', 755 

6'03 97 

Day 61 13,312' (56'). Drlg. 70% Shale, 30% Lime. MW 2.8, Vis 39, pH 10, Chl 13IK. Drlg. 

CTD: $1,332,872 

Gaucho Una 42YCTD $1,332,872 
Gaucho Unit 82 Final ( "I'D $ 69S.V6 

100%, AFE CTD $2,031,348 

6 04'97 

Da> 62 13.340' (28') Logging 90% Shale, 10% Lime. MW 128, Vis 39, p i l 10, Chl 130K. Drlg I D 13.340' a l .oipui < 
lor logs & slug. POH, LD reamers RU Schlumberger, ran DLL FT 3.335'(log ID) to 11,840', 
C I D : $1,345,937 
Gaucho Unit 42Y CTD $1,345,937 
Gaucho I int 42 Final CTD $ 69S.476 

100%. AFE CTD $2,014,113 

6'05 97 
Day 63 13,340' (()'). Run 3C liner, shale. MW 12.8, Vis 39. Ran DLL. Kan Neutron & Density logs Run EMS jc Kl) 
Schlumberger. Fill w/bit ;M8. W ash to blm ok Circ & pmp slug. POI I , I D 26 jts DP & 18 DCs. RU csg crew, run 31 7' liner 
$1,379,247 
Gaucho Unit 42YCTD $1,3^9.247 
Gaucho I 'nit 42 Final CID S 698,476 

I000,,, AFE CTD $2.0~7,723 

6 06 97 
Day 64 13,340' (()'). WOC. MW 12.8, Vis 39. Run 3 ' i " csg for liner RD csg crew & I.D mach. f i l l w DP. S I M & i.ibbtt Cii 
thru liner on btm. Cmt liner wT 10 sx Class-H. POI I w/DP. f i l l w bit & DCs lo 6000'. WOC. 
("I D: $1,442,596 
Gaucho Unit *2 Y CTD: SI, 4- 596 
Gaucho Unit v2 Final CTD $ ov8 476 

lo,l% AFF. L TD $2.I41,072 

6 07 0 7 

Da> t>5 13,340' 10') Disp out mud. M W I 2 . 8 , Vis 39. WOC. f i l l w'DCs X. bit. Wash to FOI. w 1 1.573' w 10'unt. p o l l . PI 
5 2 ' R I IS pkr. TIH w/DP & pkr to 11,364'. Set pkr & disp DP w/4 -W. I tied off DP & test liner. Disp mud. 
C I D : $1,454,484 
Gauchi, I ant 42 Y CTD $ 1.454, 484 
CiauJio I nil "2 Final CTD: $ 698.476 

100%, AI E CTD $2,152,960 

6 08 97 
Das 66 13,340' (()'), Dri cmt Disp mud w.'FW. POI I w/2-7/8" DP & pkr ITH w'3' i " DCs. RU FD mach i I I) DCs Rl I powc 
tongs Sc PU 60 jts 1.82' DP w 2-7 8" mill. Jet all mud & clean suction. "Fill w'2-7 8" DP to 1 1,573'. Repair kelly hose union W.isl 
tin u liner top ok. 4 I I I . lag LIL; ... 1 3,068' LD 7 jts, run 2 stds Dri uni . 
C I D $1,473,695 

(iaucho I nil '42V ("I'D S1.473,695 
Gaucho l'nit 42 Final C'TLF $ 698.476 

100%, Ah E UTD i2.172,171 

6 09 97 



Uaj 67 13,340' (0'), Till w null Drl cmt to 13,220', lost 400 PSI. twisted oft XO. POH w '2-7 8 ' DP W O took, (4)1. KS 
120 siuS plus 2 singles. Mn-.igc tish & pull free % I0K. I'OII w l - l T Dl', OS X lUh I 111 n 2-7 8" mill. 60 ju M I £ 2-7 !T j 
( IO: $1,-180,'783 

Gaucho Unil H2Y ("I'D SI,4S9,9Hi 

Gauclio UIUI 42 Final LTD \ 691.476 

100% AFE CTD Sl, IHH.459 

6 I 0 07 

Da) 68 I 3 . W (0'). I D DP 'ITH vv.'mill. Drl cmt 13,220-309'. Circ. D i s p w 2 u o K C I I I) DP. 
C I'D: 51,508,383 
Gaucho (.'ml 72)' CTD: $ 1,508,383 
Gaucho ('nil H2 Final ( TD $ 698.476 

100%, AFE (• f l ) $2,206,859 

6 11 .'97 

Day 69 13,340' (0'). Rel rig. Complete 1 ,D 2-7 8" DP RU power tongs. I I) 60 jts M I DP. RD longs & I.I) mach RD BOPs. 
RU x-mas tree. Clean & jet pits. Rel rig iaj noon, 6 4 I '97. WO completion. TEMPORARILY DROP F Ul POUT. 
C I D : $1,520,106 
Gaucho Unit H2Y UTD $1,520,106 
Gauclio Unil '42 Final CTD $ 698.476 

100% AFE CTD $2,218.582 

6 1 1.97 
Day 69 13,340' ((C). Rel rig. Complete I I) 2-7/8" DP. RU power longs. I.D 60 jts MT DP RD tongs 2fc 11) mach RDBDPs 
RU x-mas tree. Clean & jet pits. Rel rig iff) noon, 6'I I 97. WO completion. TEMPORARILY DROP K-UK PORT. 
CTD: $1,520,106 
Gaucho (Alii 42Y CTD $1 520,106 
Gaucho Unil ;<2 Final UTD $_J}98^476 

100%. t/ E( "I'D: $2.218.582 

61 3-97 
WO drlg rig to move out Dressed up location w backhoe, set anchor, RU PU. 
CTD: $1,522,618 
(iaucho Unil 42 Y CTD: $1,522,618 
Gaucho Unil t>2 Final CTD $ 698,476 

100% A FE CTD $2,221,094 

6 14 97 
Rl i Comptitalog w'OR-CBI.-('(4 tools. I ' ll I , correl on depth, load csg w KCI w tr, press up to 1000 PSI, pulled Bond loc from 11) 
a 13,305' to I O I , rr 1 1.574', log 5' 2' lo 11,300', POOH, RD Conipulalog. Removed tree, installed BOP. RU Monk Pipe testing 
PU WT, re-entry guide, 1 781 1-nipple, ( I ) 10'x2-7'8" tbg sub, Guib UNI VI I.ok 5.57 pkr, X I , O/O tool w 1,781 P-nipplc. I jt 2 ! 8' 
tbg, LSI bored SN, T i l l vv 150 jts tbg, testing to 10,000.7 above slips. Had trouble vv/test tools, SDFN Unload 388 jts oi l 7*, P-
I 10, LI T , Mod tbg. 
(" ID: $1,542,195 

Gaucho Unil 42 Y UTD: SI. 542,195 
< iauJio I 'ml U2 Final ( i'D $ 698,476 

100'%, ATE CTl) $2,240,671 

6 15 97 
I I II vv 2 16 jts 2-3 8", P-110 tbg, test to 10,000/1 above slips, set pkr ,® 1 1,524', rel O'O tool. RU BJ, pmp 500 gal I 5" u 11(1 acid to 
LO I I 2-5.4 BPM. Rev acid back out tbg, circ 230 bbl 2% KCT pkr fluid. Latch onto pkr, test csg to 2000-7 for 10 nuns, ok l est tb 
hanger to 10.000*, removed BOP, install tree, had Cameron Services man test tree to I0,000#, SDFN. 
( I I): $1,553,895 

(iaucho I '"il 42 Y ( I'D $1,553,895 
(iaucho I 'nil "2 Final CTD: 5..698426 

<'•"•"•• AFE ( I'D $2,252,371 

0 lo 97 
Kl i swab, 111 surface, swab tbg lol 0,000', rec 37 bbl. K i l l w-CCL & l - M 16" strip gun. con el to Bond Log ec OH log, pei I the 
Morrow form, 2 SPF, 12 holes, 13,288.2 -13.293.7. 2 mins PSI to surf, slight blow, drop guns below perfs, wait 3d nuns I IP sligp 
blow. POOH w tools RIH vv 'swab, IFL 6200'. Run ,72, IT. /rti 5600". Made tolal of 10 mns, last run well How ing on lull-open chok 
1 I P 30 Swab back 25 BW, How well 2 hrs. FTP 30. 8:00pm SWT for 3 hrs. I 1:011pm SI LP I 160, open choke. How well lo I I 
6:00am FTP 40 PSI, choke full open, tlowback 4 BW. Swab & flowback total 66 bbl. 

C i l ) $1,565,628 
Ga' • Uml 42Y ("TD $1,565,628 
Go:,. .., I 'nil 43 Final ( "II> j . 098,476 

Inn;,, AFE CTD $2.264,104 

6T7 97 
Well flowing, I I P ISO, MCI 348 RU coil tbg. test lines, load coil tbg. RIH, lag ID. PU to 13.295' Spot I 2 bbl 7' ."„ Morrow 
acid PI 41, close choke, pmp 12 6 bbl 3% KCI Hush, SD 15 mius. Mas I P 4990, Min I P 3560; Avg I P 1560 -\vg Kale 0 I BP\ 



ISIP 3900, 5 min Sl 3160, 10 min SI 2780, 15 min Si 2560. POOH w/coil tbg, pmp [otal 91,000 CT nitrogen Total fluid pm| 
119 6, total fluid tee 126 0 bbl - 124 water + 2 oil. 5:00pm flowing TP 115, switch to test unit. Flow well 13 hrs, Av a IT' 530: 
Choke 40.-64", Avg MCF 1361; rec 2 BO + 3 OW. 
C I D : $ 1,586,166 

Gaucho I :nit 82V CTD- SI,586,166 
Gaucho Unil 42 Final CTD S 698.476 

100% A FE CTD S2.284.642 

6/1 8 97 

SWT 6 17 97 @ 7:08am: FT 640, choke 40/64", MCF 1245. 
6 18-97, 6:30am: TP 5200. SWT 23 hrs. RD PU, clean loc. SDFD. 
C I D : $1,587,452 
(lmu.hu Unil tt2 F ( 777 SI. 587, 452 
Caiu.hu Unil 42 final ( TU S 698,476 

100%o A FE CTD; 52,285,928 

6 19 97 
SI tbg psi 5400. 

Ran4-Pt test dated 64 8.97: AOF - 1.670 MMCF. No liquids. IT P 5250-3490 PSI. I his is a gas well 
SWT 11:10am. WO pipeline. DROP F R O M R E P O R T . 

C I D: $1,589,027 
(iaui.hu Unit 42 Y CTD: Sl.589,027 
(iaucho Unit 42 Final CTD: S 698.476 

100% AFE UTD: 52.287,503 

7-T 1.97 
MIRU HI I. Blow well dwn, ND W I I , NU BOP. Load tbg & csg w'3% KCI w'pkr fluid Rel pkr & POOH w tbg SWT 
C l I): $1,593,941 

(iaucho Unit 42 Y ( "ID Sl, 593, 941 
Gaucho Unit 42 Final ("ID S 698.476 

100%, H E CTD S3 292,417 

7 12 97 
MIRU ( omputalog, RIH w OR, unable to enter 3 ' i " POOH w-tool. RIH w CIBP, worked tool thru 200' of tight spot, set CIBP a 
13,200 «mped 40' cmt on lop. RIH, lest to 10,0007 above slips, 59 stds of tbg no leaks SWT 
CTD: $1,605,258 

Gaucho Unit 82Y ( ID $1,605,258 
(iaucho ! 'nil *> Final ( "TD $ 698.476 

100%, A FE CTD $2,303,734 

7 4 3.97 
Fin testing tbg in hole, set pkr, NI) BOP, NU WH. Test tree & seal assembly to 10,000/7, load csg w/5 bbl 3%. test to 15007 lor 10 
ruins, ok. Swab well dwn to 10,000'. SDFD. 
C I'D: $1,611,246 

Gaucho Unit ~2Y UTD: $1.611,246 
Gaucho Una 42 Final ( "ID $ 6VS.4?6 

IOH:-„ ML ( TD- $2.309, 722 

7T4'97 Well shut in. 

71 5 07 

RU 9.1. & ! 0,000* lab, ITH w T - i I 16" strip gun w OR CCI., corrcT on depth, perf Morrow as follows «• I JSPF l2.8"M-S?o' .vi 
12 886-906' Drop below perfs & wait 5 mins, no press. POOH w guns & stuck :a; 1 1,500' btm uf tbg 10 nun tbg press 5000" 
V, oiked to free guns for 1 hr, then parted WL 6' above lub, spliced line & pulled tnesion. SI BOP on WT. lub 8. SI packolf 
C ID: $1,613,131 

(iaucho Unit -42 Y CTD: $1,613,131 
Gaucho Unit 42 Final CTD 5 698,476 

100%, AFE CTD $2.311,607 



7 16/97 

Open pack-off & lub, pull tension on WL - parted again above lub. Spliced line, pulled tension, lifted lub, dropped WT. culler Wa 

30 mini, drop bar. Cut 'AT. 160' below surf. RD Computalog. Put well on line io 4pm id) I Mil . 6am T P 57011-7, ese T i l l - choke 
8 64", rate 1.1 Mi l , 1 water, 0 oil. Wed - OW to 3 MIL. 
CTD: $1,622,366 

-,Jio Unit ttl Y CTD $ I 622,366 
.alio Cmt tt2 f inal CTD $ 6VHJ76 
100% AFE CTD: $2,320,842 

7M6/97 Production: 3.0 MMC'F D. FTP 5000,7. 

(iaucho (!nit K2 Y CID $1,622,366 
(iaucho Unit 42 final CTD- $ 698 476 

100%, AFE CTD: $2,320,842 

7/18/97 

24 l.r prod: 17 UO, 3 UW. -1400 MCI'(est). I I P 4 I 0 I W . Csg p ru» 250«. ChuU 2 L M " Noici i-uic - -liSO d..« u> I. .II- . 
time clock; Cd}. 8am gas was est Lquip lelt in tole: 
k in l - j ) diup bar 1 625x26" i c 1-3/8" 1- 9 1 1 l , 7 6 " \ 2 ' C C I . 
ki i i !e> saiid line culler 1 75(K.!6 5" „ , L T N 1 t l / ] 6 " \ 2 dencentratizer 
1 l . tbs ul 7/16" dec vwrcliilc- 1 7 16 " . \3 ' leiirdrop 

Rape SUcktll 1 1 L T 6 " \ 1 3" f i r ing head 

1 I-N 1 1 1 /16 < 1 - l / T 6 " \ 3 6 ' slop 

1 l - 7 / l 6 " \ 2 ' cable-head 1 1 | . l b " b , II plug 
i 0 1 -1 1/T6 \ 5 ' lungi le i i u t b^r,, aeti 

CTD; $1,632,947 

(iaucho Unit 42 Y ( TD $1,632 947 
(iaucho Unit 42 Final CTD $_ 698^4 Z6 

100%, AFE CTD $3,331,423 

7 19 97 12 BO, 0BW. 4 343 MCF, Csg 280/;, FTP 4 I0IW, Choke 2 1/64" 

7 20 97 10 BO, 0 B W , 4338 MCF, Csg 375.7, FTP 3700#, Choke 22 64" 

7. 2197 24 BO, 0 BW, 4630 MCF, Csg 390ff, FTP 3500#, Choke 21/64". 
WO 4 Pt test T E M P O R A R I L Y DROP F R O M R E P O R T . 

(iaucho Unit 42 Y CTD: $1,632,947 
(iaucho Unit 42 Final CCD: $ 698,476 

100% AFE CTD- $2,331,423 

8 04.97 
4-Point Lest taken on 7 29.97 

FTP MCFD 
1 6015 1015 
2 5450 2106 
3 4900 3027 
4 4810 3482 
SIIP 61607. AOI 6 129. I ast reporl. DROP F R O M R E P O R T . 

8.27/97 
I o add cost for w ireline &. cutting tool. DROP F R O M R E P O R T . 
CTD: $1,644,861 

Caudio I int "2 Y CTD: $1.644, SC i 
G audio t 'int it! Final CTD $ 698, -To 

IO'i% AFE CTD: $2 343.337 
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F A C S I M I L E : ( 5 0 5 i 9 8 3 - 8 0 4 3 

E - M A I L : ccbspa@ix.netcom.com 

December 1, 1998 

HAND DELIVERED 

Mr. Michael E. Stogner 
Hearing Examiner 
Oil Conservation Division 
New Mexico Department of Energy, 

Minerals and Natural Resources 
2040 South Pacheco Street 
Santa Fe, New Mexico 87505 

Re: Oil Conservation Division Case No. 12008: 
Application of Robert E. Landreth for Determination of Reasonable Well Costs, 
Lea County, New Mexico 

Dear Mr. Stogner: 

Enclosed please find Robert E. Landreth's Response to Santa Fe Energy Resources, Inc.'s Motion 
to Dismiss in the above-captioned case. 

If you need any additional information from Robert E. Landreth, please advise. 

Vtiry truly yours, 

WILLIAM F. CARR * 
Attorney for Robert E. Landreth 

Enc. 
cc: Rand Carroll, Esq. (w/enclosure) 

W. Thomas Kellahin, Esq. (w/enclosure) 
Robert E. Landreth (w/enclosure) 


