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IN THE MATTER OF THE APPLICATION CASE NO. 13008%
OF ROBERT E. LANDRETH FOR A £
DETERMINATION OF REASONABLE WELL COSTS N
LEA COUNTY, NEW MEXICO = 57

REPLY OF

SANTA FE 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.'

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,

' See Exhibit 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 (3.375 % 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.” 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: Jicts the clear and unambiguous language of that contract.*

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 (i1) 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"

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.

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

* 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

[n 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 ficts, 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 well® in time to save Landreth’s expiring lease’ and only after the

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

 The original well was abandoned on March 31, 1997, the rig 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)

* 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."% 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.

° Landreth is referring to the substitute well.

Santa Fe Energy Resources, Inc.’s Reply
Page -5-



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 . iempting
to retract all of Landreth's admissions that the compulsory pooling order applies to the
substitute well.” 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).

1V see Exhibit 5.
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LANDRETH’S DISTORTION #2

Landreth argues that Revised Exhibit "A" is simply a reflection of Landreth’s
"agreement"!! 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 intrest 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

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

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

purpose or meaning.

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

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.' 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.'” His attempt to
have the Division enter into a complex evidentiary hearing to reconstruct the eveii.s
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 1s an activity far outside the Division’s jurisdiction, expertise and

authority.

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

'* 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.'® 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."

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 See Exhibit 11 (Steve Smith Affidavit).

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.'®

[f 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

'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"?" 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

' 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, 19977 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 ;0 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.

W. Thomag/ Kellahin

Kellahin & Kellahin

P. O. Box 2265

Santa Fe, New Mexico 87504 (505) 982-4285

Santa ke Energy Resources, Inc.’s Reply
Page -14-



CERTIFICATE OF SERVICE

I certify that a copy of the foregoing motion was hand delivered to opposing
counsel this ﬁay of December, 1998.

S A e

W. Th as Kellahin
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‘This space ‘or Federal or Stae oifice usey ACCEPTED FG:c ;::,
Approvea %y Tide ' Stte -

Condiuons of Approval. if any:

N2
Tide 18 U.S.C. Secuon 100F, makes it 3 cnme lor any persos knowingly and witlfully o make 10 any deparmant or agency e! the United Sutes any falsé. fieulfous or fauduient ements

Lr represefiations as (o any mater within (G :unsdicoon. ¥

*See Instruction on Reverse Side .. . ... . . . .
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Form 3.60-5 UWTED STATES / RATES COPY FORM APFROVED

Budige: Bureau No. 10034053

('une 1990) : DEPARTMENT OF THE INTERIOR Expes: Mareh 3. 1303
: BUREAU OF LAND MANAGEMENT I T ——

T 0 O I

5. 1fladan, A'lettee o7 Trhe News

DO nat use hie fam ‘or rroposals to drill or to deepen of reentry to a different reservoir.
Use "APPLICATICN FOtR_iERWT =" for_such cropdSaI®

X

If Unit or CA agrezmens Deignasio

SUBMIT IN TRIPLICATE

Tvne of We|| 1“ Il ! l |ggi

2 as : 5. PWsll Nune anc Na
2 N {z o, 'O S A -
N . ~ o et Ga C‘ c LJ! y.lt \‘JO f ’)._
2. Name of Gperator .

Santa "e Energy Resources, Inc. MIDLAND. TX =

3. Acdress ang Telephone No } ) o 025 . 33682
550 N TGXES.SU'Ite 1330. M1 d]and,TX 79701 915/687‘3551 0. Fueld and Pooi, or expioratery aces
4. Location of Weil (Footage, 83c., T, R, M., o7 Survey Dascription)
(K), 1650° FSL & 1650" FWL, Sec. 29, T-225, R-34F Wiidcat (Morrcw)
‘1 County or Farnisn, Suate
Lea kM
12 CHECK APPROPRIATE 30X(s) TO INDICATE NATURE OF NOTICE, REPORT, OR CTHER DATA
TYPE OF SUBMISSION TYpECFACTION
D Notee of Inieat Aberdonment Cheage of Puans

Reconplstion New Constnicuon

tNoa-Reudne Fracriting

[X] Subsequant Report Plugging Back

Casing Repeir Water Shat-Off

ERRE N

Final Atandorment Notie . . ,
Alaring Caung Convertion te lnjecion

[ ; / .
ower _Plugged & skid rig [ ] cisese waer
(Noe: Repan results of mwliinle cemgdet.au oo el
Caamletion af Recqupietion Repont ud T i

OO0

13. Deseribe Proposec or Compleiec Operations (Tlearly stawe ol pentinent details, and give pectinent dates, including sqtinsted date of Sarling any propessd worx, It weil 1s dirzetionz v g
giue subnurface focatiors and measured and 'nie vartical depths tor all narkers and zones pentinent to tars work.)*

-

3/30/97: Received verbal agproval from the BLM to p1ug the current hole and skid the r.g 7
east of the rew location. Pump p]u #1 (3125 -2286") us1ng 300 sx C1 "H" containing 12% A
and 2% CaCl. Pump plug #2 (1900 -1780°) w/ 100 sx C1 "C" + 2% CaC12.

r~4 (O3]
1

3/32/97; Back off drill pipe at 875'. Pump plug #3 (875'-635"}) w/ 150 sx C1 "C" + 2% CaCl2.
POH & WCC. TIK and tag plug at 825°. Pump p .3 #4 (B257-625"; w/ 125 sx C1 "C" + 2% Calic.
POH & WOC. TIH and tag plug at 800'. LD DP, TIH w/ 4 stds. Pump plug #5 (400° 240') with
100 sx CT "C" + 2% CaCl2. POH & WOC. Pump plug #6 (30 -surface) w/ 20 sx C1 "C" + 2% Cal'z
ND BOP's, rig down flcor., Prep to rig down and move 75  east to spud Gaucno Jnit #2-Y.

e SF. Production Clerk o April 10, 1937

(This space fer Fie f o :uu '?ﬂ'm W i ENGle T “ = )
Appraved by Title ngu“ Cate ?/,Z/ Eh/y 7

Conditions of approval, if any

. ——
Title 18 U.5.C. Seciion 1001, mekes it 2 crims for any person knowingly and willfally to maxe to any deparunent or agency of the United States say ‘alse, fictitious or franduient sate:nents
o7 represeniatons as Lo any matier within B§ jurisdiction.

e oo

* See Instruction on Reverse Side
¢
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NMNM 61360
3107 (93210-ann)

SEP 12 105

DECISION

Robert F. Landreth :
505 N. Big Springs, Ste. 507 : 0il and Cas
Midland, TX 75701 :

Lease Extended

Diligent drilling operations were being conducted within the capticned oil and
gas lease at the end of the primary term.

Accordingly, the lease which was due to expire on June 30, 1965, is entitled
to a 2-year extension ending June 30, 1997, and so long thereafter as 0il or
gas i{s produced in paying guantities as provided under 43 CFR 31C7.1.

Anna Rudolph
Land Law Assistant
Fluids Adjudication Tean

>
-

(060) Attn: David Glass

%5

93210-ar:ARudolph:amr:ext.506:9/12/95:61360
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4 (a1 Urderigned zurmfiss hat (1) offaror s 4 citizen of the U e; an wmcianen af such sitgeny; 2 mursipdity: of ¢ oy’ irganzed sacer ine “wes of e Uniad Sixtes or

a® ey Sie or Ternary dweaot, (35 all paroas hoiding ym interesy o

e n comphance ity 43 CFR 3100 ara e izasing svidorith

sreret 5 chargeable mzregis. Jiect oxd i,

in mxther publsc domars; o scquired *ands do net excsed 200,000 agvas . ool and gas oprons or 246,980 acres w0 sprons ud sases ia e anie Saig, o SO0 X0 1c0e irases ond 100,000 seres

in opmons in et lassung Districe b Alsska: and ‘41 afferer 11 not consrdered 3 Muee snder the laws of v Sule o aLed e iads covered W thig urler are \u‘.nd:
8} Usdisenisned tgrees that igruture ro dus arfer 2onstfutes accenance of tus lease. nc.Lding Ul e carc tiens. 3nd <iow.360s af whicn cifzror By acen given
fy ‘and ascrided (r b offer 0%R ‘0 LAnAR U DR LT (s ¢ Tar was Tad but o™ Red for dny rasOR

Dr separate letie thal Tay iAGiL

offer carmor s withdrawn, ciher ia ~hole ar part, unless U woindrawel e recevad by e BLIA Siaw Cffice mefrm s sace st areenment

the lexd Gescribed in a0 wuhdrawal, has been signad on behall o1 e Unsted Slaces.

tup ease The s
LS aase 0 oIt lease aPuhevef SOvery

This offer witi be rejacted and will af7ard offaror na prianity if R is ot properly comphesd and executed in sccordance = 18 W Tegaisiiona, 8¢ ' A It not acrompanied By {he required
payments. 18 U.§.C. See. (001 make it & irlme for any persas haowingly aad witlfuily to make 1o anv Sepanment or seency of the Urnied Statm vy faise, Octitlous or Aracdusest

RATMMEAN o Fepresehtalions 86 10 any TN wilhin its jurisdiction.

Duly erecuted his ‘./M_ day of ";é{"v ‘/L R é:i

S e
’.,_//,' SIS b

7 (T gnaare of Leway X Anomey -l

-

LEASE TERMS

Sec ) Remais—Renmis ahall be peld 1o propee office of lesor in advasce of aach lease yesr.
Annudi el ratey per &re of fracton thereof are:
(3} Slmuitsnoous norcompeitive leass, 5100 for the R § yean, thereafter, $3.00;
18) Regular noncompeinive |sase, $1 00:
16y Compentsve leams, §2 00: or
@) Ocher, soe ezachmant.

If el or partof s p lesanold s nad 1o be withip & inowr peaiogiet]
Hructum o7 3 favorabls petciovm geclogkal provincs, sanval rencal il tecome $2.20,
Segming with e et yeur following scnice of ruch delsnminagion. Haeever, 3 tekse that would
herwise be subjecs 0 reatal of mote than £2 00 thall coneimis to be subiect £ Ne Righer reanal.

17 1y 2ase 07 8 poron thersaf IS COmmIREd & &R dpgrovad cooperanve of umik Pla which
‘nclades 3 well cagable of producing .eased resourcss, and e pith oruing 8 provican for
Lixcaden of procucton. roviities shall Be pid cn che peoduction afocatad to Ui leass.
flovever, anuai re<wts shall cortitue to e it 1 the muie weciflad sa {8, (3, (el ar (d)
Tor Boss ‘ands pot withia & partcipiung wes.

Fuilues 0 pay anmunl reneal, f dus, on or before the snmversery dace of thia lease 107 next
official workang day if office ‘4 slosedl shait utamatically %emunase this fease by operrnon of
itw Rentsls may be waivad, rad.ced, of suspeaded by the Secretary upon & sutficiem showing
Uy ‘csee,

Sec 1 Rovaluca—~Roywitas shall be ~a3 o - -at gfflcs of leasor, Royaluat thadl Se com-
puind 10 sEsordance wan ! =uon cemoved of W Roy&ty rawet are

(1) Simuctanacut soncompentive lease, 25 %
M1 Reguiac roncommutve ledse, 1S

167 Competitive 'eass  see atachmeet; o

(31 Dener e anschonemt

Lrssor reservem une g 1o \pasth) whether “ouuty 13 1o B pasd et ot o and, aed he
rght 1 estabidh reasunable FurmUm YLwY on pioducts afer pving ‘etser et and an
3PP Muraty ta e heard. When pud n valus. royaities shail be sue and payadie on the fast day
21 the month follow ng the manih i which produsiion accurred. When paid in dd, produciion
shali se leliverad, snless otharwise agreed 1o by lessor, in merchantatle cordinnn on the
STy whare produced withoul ont o esadr 1< ze shalt wot Ne resuired 1o hold suea pee-
cocte in srorage eyond the lust day of Lhe mandh soliowing the ma~th :n which product.es
occurred, nor shall iassee e held able far loss o7 ursiructnn of tya'ty o1 ar other producy
« vorge fram vausel beyond the rearonaole contro. ot legies.

Mieimum royalty shict 2 due for Iny lease yeac a’ter discovary in which royalty sayments
1ggrequte esd 1an §1 00 per pore. Losgse shiut pay such Jifference at en of lease yesr This
N MU royaly may be waived, wuspanded. of radoced, and the ahuve it rates may be
roduced, for ail or pornions of the ‘ease Jf (he Secreaary Jelernines 1AL suc ACLER it NECESSATy
13 encOrage 'Ae preatest Uitraln recovery of Ine ‘ensan respufeRs. of 8 wtherkise junted.

An -arerest Charge thall m assctsad 3n Iaes royaity payments 3r Lnderpiyaxdnis 1n accordaace
woh the Faderal O and Tas Rayalty Managemens Act uf (932 (FOORMA) <6 St S4T).
[ essze 12l 2¢ ligble (or royadty prymams an oif nd gas ‘03t OF swasfed {7om o lease sie when
$o<h 128t 7 wane (5 dUP 10 MHE! BEACA O 1M DaR o the CpEra’. of dug tr he fLifure ro zomply
otk any rule, regl.anan, crdef. ot Sitauan asueae seder FQGRMA g lensing authanty

Sec. 3 Bunds—Lessee thall file and muntun a1y rond required under reguiations.

Ser 4 Diligence. ratr of dealapment, uaitzauon, asd dramege—loime shal xeniise
reatanatle Tiigeace o cevelnping and producing. BAC shall prevenr urmecesiary ZaTage o,
‘minef or wiste of leaned TEROATORY LesSOF "mpereas PIGAT 20 spectdy “mies of desetamment sad
ProcuLtion 1908 FUINC INErest ARG 1D reguine lesaee 10 SuTSCrIDE (0 2 SoMerttive T urit 3,
~ith n 20 avs of asice, of deemad fecessary ‘3¢ oreper teveinpreent Ind Spersuon of area,
Tt ar ponl srelirwcing ese leased laedy Lessee shai dnil and produce welfs fecessary fo
proiect .eased 13rds (POM Jrminage o7 poy SSTpENsadry royalty T drnimage 1A amcemt
lesnmired Y lessor

Ser & Donmints, evidesce, ind irspehitaLesses shal] Ale with proper cifice of evsar,
171 e2v than 20 days after eMfacve are ereol. any caneract ar evidence of uter aratguenent
°r e of Sisposal nf producton. At ik wnes 2 17 tunh form os lessar Ty oresiribe. lesses
b fmar dpausd saterents thowsng am o and qusliry of Ul products remaved and i,
procseds erefrem. 33 amousl used for prrTCLOn purpeses oF unavoidably last Lesiee may
e cecrad 19 prosude plas and schemanc @agrums Thoanng ctvelopment wink ad im-
FPeeerts. and EDUNS WILY FADACE 10 PATUES U infgrast, experduuzes anc JEPreCiRIIA oS
In e Sorm presceedea Dy 1¢s107, 1easee shall kaep o daily druling reenrd. 3 log, itlommaron
2hwgl tirveyt and fes. a4 8 record of sudsirface irvesligations and Rurish copets 4o leasor
whes required. Lassee shai. keoep cpen 3t ul - tascnable cines (or mpection 0y iy auavired
it of lesaae. e leasent prevruse 40 A wls. Ynpmsements, macney , and Axtires heraon,
3nd 2l 300kS, 1260UNLS. MAPL, IAd “eeords relative to opRfeti surveys, of iga
<030 a1 e desed "ands Lrisee vhall muoln copies of U) COMPCY, sdes sgreements, -
COuttIAg records, and GocuFénation such 83 TLlings. Invoces. OF HUMUA JOCIMERLIAN at

"

SuppOM coRs cinlmed U faceinng, propar wie conz. All sch records
shadl be mENtTE] Ln ixsate 1 accountng offices for fumire sadit by lessor. Lattes 108U s~
un roquired reconds for § vears shar they wre gmersted or. i sp mdit or Urvesn gation 1 wedar-
sy, Unti) released of e 00)iratDON to Mt UCh records sy lesne.

Duting ex:sishee of i tokse, ‘Nommatios stamad ander dug secdos shal be closed 1o
inspecuoe by 1he pubiic In accordince with the Fresdom of Informazion Act (S U.5.C 532
Sec. 5. Conduct of cers ons— Lasest LAl SONAX TRIFIALNS 1 § FRIRY Tt minzmises actverss
TGO t0 U 10, a7, 823 watsr, 10 cuiturl, Bolugkal, viual, and ot rescuscus, 1
et and uses 0° usery, Levwss cul) ke rmacnable mensires demed ecmasdry by |asof 0
socompllait the 1meeat of Ni3 ascton T the e1usRt consisint #7th lotse RENE gremad, fuch
meatiten 3y inciude. Tyt 16 nor | misd . modafication 10 11u0g or Sexigl of A ures, dung
of perayors. and specification of imerim ad Snal rec.amacon easves. Losaor merves e
M 10 SONEMLG SXIFTNY 1aes A 0 JHOFZE AUOINE 436 LP08 OF 10 dh [2kacd Ly, 1actuding
e adprovai of easements Ar Highu-of-ways Suh U thaul b condinonmd &9 as 0 prnent
u ¥y o b o wrlh righes of "eseam

Pear 1o disaurding e rrface of Uhe s lardds. asse shall coniacs lmor o e apprised
of procedures io e folicwed 156 magicatans of ACIAMAGON Twesiurts Jgr thwy B¢ ecesdry.
Areas 13 be distorbed ray fequine IAVERIDNES &¢ (PECAL INUGHKE DD detBrIIAS OW S1AM o ime
PecTa 1o adwer rosources. L2408 mAY ¢ foquued Ly COMEIcES TUAOE IveRane W Yo L
pecial studiey nder guicelines provided By ieasor If tn U condhact of operanoms. “hreawned
of endangered species, tbiects of NROEE 0 wiealfic :Dierzm, OF OMAMIS WIZLTCIRG 1
+ HOrTsn s e fonTs are oberved, ersag 1hAL UE/MAGLACY CORMAT ‘SA30f Lotses ANaL .amse Loy
OOLTAUING (it MO NPSILE 1T e deMPUELIGN Af et species Of 0BT

Sec T Mimng operanass—To b sxani that mpazl from minng operanons wold be
ssantalle Quterent o ¢ A0 108 agICAiBG 4U8 ACITAI drli ng operRtONd IcldOr
Tesar-es the Mt 0 leay appova of such ~perations.

e 3 Eairscuon of he ytee-Legsor nevence B GRiica Of exuing of Savig crgeciad
Se{im foen zab prociat.un e 3 Manner specitd 3G Sy maams proviged By sior M fe
e1fenze Ay Ct3 fe lessas o cuner of 'Ad gas. Leices snail inciace ux any canreet ¥ daie af
g4 e proviswns of Lux sect oa

Sec. 7. Damayes in pezamrty =izicse thail iy losser for damajo m lwsc’’s improvemaes.u
and soall save and nald 1zsiar barmiest from 2] Setme fr zamiege 22 Nan "o pecans 3¢ pr-
erny as 2 rascit of lease amerations

Sez 10, Projecton of 2iverse 1rterasts and € Jua upporrumiy—Lessoe shal. psy when due kil
ek legal's msesie) and levied .ndar ‘aws OF tAE Sile o the Uried Sutas; acord it
emloyees compieie Jfeedem of puschase: nay ul wages ar lease rwae each mosth a uwfut
rmuney ol the Unled Sures, ™ai~0.n i wfe workiag eavimament .n rweordance w0y sandard
sedunty gdrace a1 nd 1k Meteuess seceisury A fesiee e earh and wfety of the judx

eDer Fadrves the r 2ol g crgult B0 Zracuetion S 30 2t "caumalbie Jros and 13 prevers
mzncpoly if'essce aprriles o Jivei ne, or awn Prellng niered uld pipel ne om 2 zompany
opRrRting 3 pinel e, a8 May M 2periiad aotesptie 20 i Jerag i thest 'eased liods,
lessee <ha, =ompry with sechion 23 of Lhe Miren| Leaasing Ast of 1320

Lesscw sball cumply watn Executive Order %o 01238 of Sepierer 24, 1993 o8 amenges.
and 2Ra.ationt 346 *elevant crders al *he Secreury of Labur cwued DuMuIm irerern Nainet
‘esdee 10 lessbe’s SRS sPal maiaain segregared 1<y

Ser Traeafer of lsase ittevesty and ~nqusarnent 3 -easc— Ad rexuired Ty reguiatons.
le3ser tPRi Fle with lestite JPv saggament or wcher ransfer f AN merestin iy lease Leguee
My rerrquish this -ease ne any fegal < hdivis.on ®y Liing i e promer o:iise 3 nnen relin
QuithTent, whien shatl 2¢ effeci.ve a9 of e e af *iing sLIiAGE 1O e coTinced chuganan
af the [25see 4% ety y £l agzrued renlds ing covalne.

Sec 11 Detvery cf premuses— A" such (e & 4l .r pOrar s of 1S \erad 27T retured <o leswor,
feswe 3l plite 3ifectzy aells A vcadinion r suspeason of atandanmens, fec Lim che and
avocoecred Svoledsar and, % RO roswacie senod of Tme remave squcoveat and
ITDIOVAMITs FOI JoRAL FECIMIY DY ES5C1 IOF PITSEIYITAA of DIdulole we lt

Sec (3 Proceedings o ces? ol Scfeutt—[ fevze filg 2o oo ply @ any grovis ong af <hog
east. :nd ™ME NGRS SR AnCe Cnnnien “OF 30 davs b2y eniten nonge thereot, 1 tzase snal)
S wLoreur 18 CaRcellMion. Lecser sndh Usa be wibie.t l0 appiagle grovii.cne and perdlies
of FOGRMA 98 Suan D+ However, 1f "Ny icase o ides amd owh 1 conrgs valuadin
depviris of leasad resounted, i mav ne fanceliad oniy by udio crceedings Tt provieon
SPal =0l e sonstruad to provann e eree e By 1100 of 39y aher legal gnd sauiEh'e remedy,
retuding waiver af e Jetaah. Xty N CErheay SF W ET Anal h0l e Tl laier Lamel 3ton
‘ot hz same Jafagd dzurnng ot u1y ther ive

Sec 14 Hews 1a duccessort aqrterest—Eazh ohliganen of U1y leas ol ctiead ¢ ane e
NG UPOm, 1 evarr henellt berzol shall ~_re 10 the heira, etecutary. admInIrI 2, (UGt
ceIners, Senefuiaries. f 1< inees of 1he 1esoerive panies kereta,
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In order to protect important sessonal antelope hebitat, exploration,
drilling, and other activity will be allowed during the pericd from
June 186 through April l4. This limization does nct apply to maintenance
and operation of producing wells.

Drill eites will be located outsida forb producing dapreasions within swale
bottoms,

Thia stipulaticn may be modified when specifisally approved in writing by
the Bureau of Land Management. Lands within leased srea to whizh this
stipulation applies are descridad as follows:

T.228,,R.33E. ,NPXY
Sec.25: W2

26: NEXE,S52NE,SW,SWSE
T.225.,R,342, , P
Sec.20: N

29: SE

i
/% ')72/%"7’74’7‘ Uil

Legsee's Signature

Bursau of Land Management
Roswell District Office
Telephona: (5035) 622-7670

May 1983

ROSWELL 3
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JUN-'7-93 1E:25 0 From:SANTA FI INERGY RZSOURCES Ji5E366704 T-345 P (213 Uch-83D

o ¢
K. obert £. Landreth

QlL AND GAS EXPLORATION

3093 N BiGC SPRING. SUITE 307 MIDLARND TEXAS 76870 v _ 1919 Ba4-478Y PALN 1D15) 0044703
Aprl 24, 1998
The State of New Mexico ;
Energy, Mincrals & Natural Resources Dept. ' L TTTITITIT LT
Oil Consgervation Division AL AR
2040 S. Pacheco
Santa Fe, New Mexico 875CS
ATTN: Mr. Michael Stogner RE: CsseNo. 11718
Order No. R-107564
Compulsory Pooling
Lea Co., NM
Dear Mr. Stogner:

The captioned order required that the operatar, Santa Fe Energy Resources, Inc., furnish
the Division and each known werking 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 1t
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 not I believe they are
reasonable.

Sincerely,

R’\ M‘i—&m_ _
Robert E. Landreth
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I | cﬁ obert £ Landreth

Ol AND GAS EXFMLORATION

O3 N. l/G ifﬂ)uﬁ. SUITE §07 MIDLAND. TRXAE 79701 1218) 684-4781% FAXS 018) 804 . 4703

b

June 29, 1998

FACSIMILE: 686-6648

Sama Fe Energy Resources, Inc.

550 W. Texas

Suite 1330

Midiand, Texas 79701

ATTN. Mr. Don DeCarlo RE: NMOCD#11718
Order #R-10764
Gaucho Unit #2-Y
Lea County, NM

Dear Mr. DeCarlo:

As you are probsably awsre, a hearing has been scheduled before the New Mexico Oil
Conservation Division in Samta Fe on July 9, 1998 10 determine reasonable well 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 replacerent well
and thereby subjected to the force pooling penalty. Our request for hearing is to simply
request/demand that we be treated like any other party under the terms of a compulsory

pooling order.

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

Yours very truly,

W. Kurt Finkbeiner
Operations Engineer
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R obent &, Landreth

O!L AND GAS EXPLORATION

Y03 N, 816 SPRING. SUITE 507 MISLAND, TEKAS 78701 1913, $94-470% FAXKFP t915) 684-4781

December 4, 1998
FACSIMILE: 915/6R6-6714

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

ATTN: Mr. Gregory Wilhelm

RE:  Gaucho Unit Well Nos. 2 and 2-Y
NMOCD Casa No. 12008

Dear Mr. Withelm:

The purpose of this letter is to set out our position in the captioned matter, dealing with
the determination of reasonsble well costs in conjunction with the drilling of the captioned
wells. Everything in this letter is submirted 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 determinstion by the NMOCD that the costs associated with the drilling
of the original Gaucho Unit #2 well eauld not be included in ‘reasonable well costs™ and
thereby made a part of the sums permitted to be recovered under the Compulsory Pooling
Order for this well. That letter attempied to obtain Santa Fe's agreement to that principle
without having to go to hearing on the matter. Since Santa Fe was not agreeable to our
proposal, we have pushed ghead with our request to have this matter determined through
hearing and ruling from the NMOCD. By mutmal consent the hearing date had been
postponed on two or three occasions, primarily to allow the andit of drilling expenses 1o
be completed. This was dooe, and we received our copy of the audit report on October
26, 1998,

In the course of preparing our case, our counsel, Bill Carv, advised us that we could not
argue simply for an exclusion of the costs associated with the Gaucho #2 well, but rather
our argument had to be that the 2ampulsary pocling order applies only to well #2 but does
nat apply to well #2-Y. Therefore, we cannot be subjected to a penalty on any of the
costs assoclated with the drilting and/or completinn of either well sinee the Caucho #2 was
abandoned and the #2-Y was not subjsct to the compulsory pooling order.
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Santa Fe Energy Resources, Inc.
Page Two
Decamber 4, 1998

If I were to accept the canclusion that both welis can be made subject to the force peoling
penalty, Santa Fs 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, T would wind up paying for 93.75% of the total cost of both wells, despite
the fact that | made every effort to negotiate a trade with Sama Fe under which any
working imerest for which I did not join would be farmed out, rather than force pooled.
To the best of my ability, I am not poing to allow that to happen. I think it is more than
enough that Santa Fs recover $1,515,000 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 transparcatly false contention that my execution of the Operating
Agreement constituted a voluntary waiver of the force pooling arder. The examiner’s
continugtion of the case to January 2!, 1993 requires that lawyers for both sides file
additional materials within 10 days. If Santa Fe wants to continug to delay the inevitable
hearing date and force the expenditure of sevaral thousand dollars in additional attorneys
fees, fne. We arc certainly prepared to do so. But that will be 3 “winner take all”
situation and if we happen 10 prevail, there will be no negotlation at that point.

Qn the other hand, 1 am renewing my prior proposal of June 29, 1998 to exclude the costs
associated with the Guuchn #2 from reagonable well costs. T will be traveling 10 Honduras
on Friday, December 11 and will be inaccessible for the following ten to twelve days. This
proposal is therefore valid uatil Thursday, December 10, at 5:00 P M.

Yours very truly,

Robert E. Landreth

cc: Southwestern Energy Production Campany
2350 N. Sam Houston Parkway East
Houston, Texas 77032
ATTN: Mr. Sam Thompson
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Lori Wrotenbery, Director

. . . . . G :‘\ v\'-\:e \‘
Oil Conservation Division QIL CONSERVATIGN BviSiC ™.

New Mexico Department of Energy,
Minerals and Natural Resources

2040 South Pacheco Street

Santa Fe, New Mexico 87505

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 Unit Well
Nos. 2 and 2Y which it has drilled on this pooled unit.

EXHIBIT




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 heaning as
provided in order paragraph S of Order No. R-10764.

WILLIAM F. CARR
Attorney for Robert E. Landreth

cc:  James Bruce Esq.
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QiL AND GAS EXPLORATION

SC% N H G SPRING SUITE 507 MIOLAND TEXAS 787C ‘'S, 584-478" cCAYY (G615 8d4-0783

&

March 28, 1997
FACSIMILE: 215/686-6714

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

Attention: Mr. Randy Amold and
Mr. Joe Hammond

Re: Gauchoe Unit No. 2 Well

Gentlemen:

In line with your letter of March 24, 1597 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 the balanze to be subject to the
Compulsory Pooling Order in effect for this well. Enciosed herewith is a check for
$116,250.00, representing my 9.375% working interest 1o casing peint, based on the AFE
which you furnished, executed copy of which is attached.

With respect an Operating Agreement for this well, I have only the Operating Agreement
dated May 1, 1996 which was prepared for the Gaucho Unit No ! well. [ assume that 1
will be executing an Operating Agreement which covers only the 3/2 Secticn 29, T22§,
R24E. 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 thus 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 0 modified
so that it is clear that my override would not be relirquished 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 meke disbursements thereon, although I have not yet received
her letrer.

Sincerely,

Rebert E. Landreth
REL/sp
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( /4‘ } 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

Midiand, lexas "Y7ul

Re: Gaucho Unit No. 2-Y Well
8/2 Sec. 28, T-22-S, R-34-t
Lea County, New Mexico

Dear Mr. Landreth:

Pursuant 1o our telephone conversation concerning the “aucho No. 2 Well. please be advised that
while fishing for stuck drill pipe substantial circulation was lost in the hele. E:forts to restere
circulation for further fishing operations were deemed inadvisable due to the hole condition. Santa
Ve has therefore proceedad 1o abandon the initial hole and skid the rig 75 feet to the east in order
re-drill this well. The new well name will be the Gaucho Unit No. 2-Y Well and it wiil spud
immediately.

Plzase indicate your concurrence to this abandcnment and recrill by signing and returming one
copy of this iener by Fax #(915) 686-6714 within 48 hours. This redrill is proposec under the
existing JOA and AFE.

For vour information. current well ownership is as foilows:

Santa Fe 45.3125% {35.640625% NRI)
Southwestern 45.3125% {35.640625% NRI)
Robert E. Landreth 9.375% { 7.21873% NRI)

Central Crasion

250 W. Texas, Suute . 33C
Migland Texas "3701
31276873581




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

/

Should yeu have any further questions, please ¢o not hesitate to call.
Yours very truly, 1 /'v
\

/ . / .
’ 4(/) g /'/%//Z/x\
¢/ Joe W.Hammond, CPL
Seniur Lanaman

JWH/eRv

‘This abandonment and rednil 1s
AGREED TO AND ACCEPTED
this \ 2 dayof Ro\q\\ , 1997,

By: \ =
Robert E. Landreth

EWORI17s3









EXHIBIT “A”

Altached to and made a part of that centain Operating Agreement dated May 1st, 1996 by
and between Santa Fe Energy Resourcss, Inc., as Operator, and Southwestern Energy

Production Company, as non-operator.

Revised 4/21/97

L. CONTRACT AREA "A" - INITIAL WELL:
T22S-R3I4E
Section 29:  N/2 Limited to depths from the surfacs to the base of the Morrow
Lea County, New Mexico Formation
wkianoma City, Uklahoma 73112-3979
100.0%
I1. CONTRACT AREA "B" - FIRST SUBSEQUENT WELL:
TI2S-R34E:
Section 29 S22 Limuted to depths from the -urface o the base of the Morrow
Formation
" za County, New Mexico
Gaucho Unit No. 2 Well located 1630 FSL & 1630° FWL,
Seciion 29, T-22-S, R-34-E, Lea County, New Mexico
INTEREST OF PARTIES IN CONTRACT AREA "B':
INITIAL WELL: GAUCHO UNITNGO. 2 & 2.Y WELLS
Cocmpany WIBPO 300%}) WI (APO 300%)
Santa Fe Energy Resources, Inc. 45.3125% 25.00%
530 West Texas, Suite 1330
Midland, Texas 79701
INITIAL WELL: GAUCHO UNITNO. 2 & 2-Y WELLS
Company WIL1iBPO 200%) WL (APO 300%)
Southwestern Energy Prod. Co. 45.3125% 25.00%
5600 North May Ave.
Suite 200
Okiahoma City, Oklahoma 73112-2979%
Amerada Hess Caorporation -0-"% 12.50%
P.O. Box 2040
Houston. Texas 77252-2040
Robert E. Landreth 9.3750% 37.50%
505 N. Big Spring
Suite 507
Midland, TX 79701
100.00% 100.00%
EXHIBIT
[I. CONTRACT AREA "C":

T-22.S, R-34.E

Camrime ™AL X1 T 0 B . -
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EXHIBIT “A™

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

Revised 4/21/97

L CONTRACT AREA A" - INITIAL WELL:
T228-R34E
Secuion 29: N/2 Limited to depths from the surface to the base of the Morrow
Lea County. New Mexico Formation
wkilanoma City, Uklahoma 73112-31979
100.0%
. CONTRACT AREA "B - FIRST SUBSEQUENT WELL:
To2S-R34E:
Section 29 S/2 Limited to depths {rom the surface 0 the base of the Morrow
Formation
Lza Countv, New Mexico
Gaucho Unit No. 2 Well located 1650" FSL & 1650° FWL.
Szction 29. T-22-S8. R-34-E, Lea County, New Mexice
[INTEREST OF PARTIES IN CONTRACT AREA "B":
INTTIAL WELL: GAUCIHIOUNITNG. 2 % 2.Y WELLS
. %
Company W1 (BPD300% W1 (R0 500%)
v 7
Santa Fe Energy Resourcss, Inc. 45.3125% 25.Q0%
230 West Texas, Suite 1330
Midland, Texas 79701
INITIAL WELL: GAUCHO UNITNO. 2 & 2-Y WELLS
Company Wi (8P%»ag %) wi (B PQ 300%)
Southwestern Energy Prod. Co. 45.3125% 2500°o
5600 North May Ave.
Sutte 200
Okiahoma City, Oklahoma 73112-3979
Amerada Hess Corporation -0-"% 12.50%
P.O. Box 2040
Houston, Texas 77252-2040
Robert E. Landreth 9.3750%
305 N. Big Spring
Sutte 507
Midland. TX 79701
100.00%
[l. CONTRACT AREA "C'":

T-22-S. R-34-E

Carrina o Ta TR N 2 T S ' . . -










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. [ 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 e
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, T 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 [
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 [ 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-



(s} 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, 1597.

(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.

FURTHER AFFIANT SAYETH NOT:

i‘«m A Qﬁ\

Steven J. Smith

SUBSCRIBED AND SWORN to before me this /7_th day of December, 1998 by
Steven J. Smith.

% ‘é(k.— i j AR e

Notary Public ! "”

RITA RAMIRF . g
Notary Public
STATE OF TEXAS—§

My Comm. Exp. Q3/09/21°50

My Commission Expires: j
i
)

2/9/)ver o

(SEAL)
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! ‘Z\ Santa Fe Enexgy Rescurces, Inc.

May 4, 1998

Mr. Robert E. Landreth
503 N. Big Spring
Suite 507Texas 77252-2040
Midland, Texas 79701
Re: Compuiscry Pooling Orcer No. R-10764
Gaucho Federal Unit Wells No. 2 & 2-Y
$/2 Section 29, T-22-8, R-34-E
Lea County, New Mexico
SFE Contract No NM-30.107-02Y

Gerntlemen:

Pursuant to the provisions of NMOCD Comgulsory Pocling Order #R-10764 issued in
connection with the drilling of the Gaucho Feceral Unit No. 2 & 2-Y wells, erclosed is an
itemized schedule of acrual well costs through March 31, 1998 which include all costs
assc:iated with drilling the No. 2 Well to 3,782 where the wellbore was lost (see antached
Sundry Nouce) and moving the rig in order to dniil and complete the No. 2-Y Well.

If you have any questions, my direct number is (915) 686-5712.

Sincerely,

SANTA FE ENERGY RESOURCES, INC.

’ /T~ /’

=l ! = Ei/‘k;\g<‘_
Steven J. Smith
Serdor Staff Landman

Enclosure

ce: New Mexico Cil Conservation Division - Santa r2

11and002. 40

Tartal Division

S50'W Taxas, Suite 1330
Miiang. Texas 7970
315/887-3551



Santa Fe Energy Resources, Inc.
Statement of Gross Costs
As of October, 1997

Gaucho Unit 72 asd #2Y
Lea Councy, New Mexico
SFER Propery Number: 30107-002 and 30j07-02Y

Gross Amousnts
Capital Expenditures

Tangtble
Casirg $242.561.26
Tuzing 58,532.47
Nzilheaa 16,.94.84
o ratlable Material 15934 53
Fac.. 128 1344458
Toumi Tangible $368.4%9.78
Intanginie
Comrany Lacor 55.326.05
Lacaton & Roads 34,304 43
Fercing & Soundpreofing $0g.19
Tuel, ‘Vater, Power 54 505,39
SriiZanrractor's Moving Exp, 2027097
Dri’.ing Conuactor's Services £80.,80.25
Cntling £ Compietion Fluids 160,199.96
3it3 = Reamers “3.285.33
Camentng & Service Equipmem 14739685
Casing Tasting & Inspection 14,8522
Direction Dritl Serv & Surveys 9304 32
Driliing Tooi/Equip. Rent & Serv. 144253 67
Open ricie Logging 83,917.88
Transcoration & Kauling 40.661.21
Cempicnien Contractors Serv, 114,.868.53
Czmopieticn Tool/Equip. Rent 7 Serv. 46,859.04
Casea Hoje Wireiine Service 29.440.19
Stmalausn 14,260.99
Corract Supervision <8,233.27
Communications 8.569.93
Legz Title Curative Costs 3.,66.03
JIB-PMTA (Co. awned vehicis use) 430
/13-Driiling Dverhead 22.546.75
Migce:laneous [DC 2401187
o [BC S2,156.522.00
|
Tocst Capital Expenditures $2.824.511 %8
Towi Expenditures $2,524.511.88

INOUIRIES. Zarw Fe Energy, Cental Division, 1615 $. Vaus, Ste. 300, Houston, TX 77037







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 FRANK N. CREMER

STATE OF TEXAS )

)
COUNTY OF MIDLAND )

Before me. *he undersigned authority, personally appeared Frank N. Cremer. who being first
duly sworn, stated:

A My name 13 Frank N. Cremer. 1 am over the age of majonity and am competent %0
make this Affidavit.

B. 1 am an attorney and obtained my law degree from Baylor University in 1985, that [
am licensed to practice law in the states of New Mexico, Texas and Colorado, that
I am a sharcholder in the law firm of Tumer & Davis, a professional corporation
located in Midland, Texas. [ devote a substantial portion of my time preparing
Division Order Title Opimons.

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

D. Based upcn my knowledge, experience and education, 1 am of the cpinion that:
{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").
) Landreth's share of the costs, including the 200% penaity, for the Gaucho Unit

Well No. 2 ("the original well") should be paid for out of Landreth's share of
sroduction frcm the Gaucho Unit Well No. 2-Y ("the substitute well").

13 DOCSENCIRIIS 50 -1-




(3)

(4)

the Tumer Opiruon does correctly conclude that 28 125% of Landreth's

interest in the substitute weil is subject to a 300% reimpursement to Santa Fe
and Southwestern.

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)

(4)

G OOCS\FNTS8:202297750

The Gaucho Unit Well No. 2-Y should te considered a "substitute well”
because it was dnlled 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 2ast of the initial location.

The Division decision in this case should be consistent with the custom and
practice of the oil & gas industry in dealing with substitute wells.

Voluntary agreements pertaining to oil and gas operations often inciude
language providing for a substitute weil. For example, tarmout agresments
usually contain language similar to the following.

Substitute Well. If duning the drlling of the Test Well,
Farmee shall encounter granite or any other practically
impenetrable substance or sncounter mechanical difficulties,
or :f the hole is lost for any reason not reasonably within the
control of Farmee, Farmee shail have, and 1s hereby granted.
the nght to abandon sa:d well, and Farmee may within tiurty
(30) days after such abandonmen: commence the actual
drilling of a Substitute Well at a locaticn which would, under
the terms of the agreement, have Seen permissible for the
location of the well abandoned If such Substitute Well is
commenced, it shal] thereafter be dnlled to the Contract
Depth, and thereupon Farmee's duties and obligations heicin
and the provisions herzof respecting the Test Well shall apply
tg such Substitute Well. and such Substitute Well shall be
deemed to be the Test Well for all purposes of this agreement.

It is the custom and practice of the od and gas tndustry to treat a substitute
well as a continuation of the operations commenced for the original well. even
though such a provision is not specifically inciuded in an agreement. From
my experience in dealing with clients which have been confronted with the
necessity of drilling a substitute well. the decision to do so is usually made

>
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because the cost of commencing operations for a substitute well at a new
location is less than the cost of drilling arcund 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 debnis in the
wellbore for the onginal 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 sheuld 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.

If the Division decides that this substitute well is not subject to this
ccmpulsory 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:

/M///W

FRANK N. CRE R

SUBSCRIBED AND SWORN to before me this i6+ day of December, 1998, by Frank N.

Cremer.

) [—\

-~ ) /& N
LORI FUSCN | Qj@ = UL o
] . Pubils, - h , Phihly

= w“:’“" ma/-;a:snoz Notary Public. State of Texas

C UMACS FNCORI0239//5¢
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“TIGHT HOLE? SFE WI : % BPO  Drilling

SFER, INC. SFE WI : % APO  Rig Nortun #14
Gaucho Unit No. 2 (D) SFE NRI : % BPO  Spud: 30497
1630° FSL & 1650° FWI SFE NRI : e APO  13-3% a
Sec 29, T-228, R-34E SEE ORRI : % BPO 9-5/8" w
L.eaCo., NM SFE ORRI : S APO 7" o
Prospect: Shamrock SFE WI : % BCP 4-1/27 ol
PID: 13600 SFE WI : % ACP
SFE ACT :30107-002

SFE AFE © 297112
AFE COMP
DHC COST

30497

DAY 1 SPUD 6:00pm, 30497 260" (Zov'y Drig. Red Bed. MW 8.4, Vis 38, pH 10 Swvyvs: vy
@345 1807 @ 2 Fin RUL Drlg. Svy. Drlg. Svy. Drlg.

CTD: $74,536

3.05.97

Day 2 825" (5657). ND cond, weld on hd. Red Bed'Anhydrite. MW 104, Vis 36, pH 7, Chi 20K
Svyst 2977 bty STT war Tamy 65770 347 802 4 b Drlg. Svy. Drlg. Svy. Drlg. Svy. Drlg Sy,
Drig. Cire. Trip. Run 18 jts 13-3-8” 485 STC csg. Cmt w600 sx Class-C w/6% gel. Tutl w230 sy Cliss-
Cw?2% CaCl. PD @@ 445 Cire 125 sx o pit. WOC. ND conductor, cut off ¢sg

CID: $200,138

30697
bBay 3 825" ()'). PU BHA. Red Bed. NtJ, work onrig. PU BHA.
T $203,273

30797

Day 4 13177 (4957). Rig Repair, SaltAnhydrite. MW 9.9, Vis 28, pH 10, Svys: 1034 2 2+ HIY0
a2 Trips Tost BOPs to 6004, Dilg emt, tug 2 767" Drlu. Svy. Dilg. Svy & repair stand pipe.
Drlg.

CID: $217435

3.08 97

Day 5 15777 (2607). Svy. SalvAnhydrite. MW 10, Vis 28, pH 10 Svy 1320774 2% 15007 0 310,
15627 w 315 RR, work ou blower on drawworks. Drig. Svy. Drlg. Svy. Trip to change drlg assembly
Wash 1345-1547". Drlg.

CIDr 8226872

30997
Day 6 17507 (1737 Dilg. SaltAnhydrite. MW 10, Vis 28, pH 100 Svys: 1593w 320 1654 o 2-
34717167 37 Drlg. Svy. Drig. Svy. Drlg. Svy.

CrIy $236.232

3710.97

Day 7 18447 (947, Drlg. Salt’Anhydrite. MW 10, Vis 28, pH 8.5, Svys: 1748 @ 225 1779 . 3+,
1808 @ 3t Drlg. Svy. Drlg. Svy, rig sve. Drlg. Svy. Drlg. POH. LD BHC, exch shock subs. TIH.
thoe

CHD $239.900

31197

Day 8 21007 (2567 Drlg Salt/Anhydrite. MW 9.7, Vis 29 pl1y, Chl 138K, Svys: 1868 « 3'..
19007 @ 3% 1933 w0 370 19937 a0 2-3 47, 20417 48 2-3/4% Drlg. Svy. Drlg. Svy. Drlg. Svy. Drlg
Svy. Drig. Svy. Drig.

Crp: $250,727

374297

Day 9 2510" (-HOY. Drlg. SaltAnhydrite. MW 9.8, Vi 29, pH 9. Svys:
20077 2-344° 23047 w2 2394 w 30

2079w 27 2335w b

22400 a2y 2363 a 11.°

Drig. Svys. Drlg
CID: $262,153

31397

Day 103000 (4907)  Drle. MW 98, Vis 20, plI8 5. Dily Siys
25220 e 2 27390 g 11s 2895w 1v

RORNE 28007 &1ty

IR clec tepairs. Drly
D 8278,383
“HGHT HOLE” SEE Wi : "o BPO Drilling




SFER, INC. SFE WI ‘ % APQ  Rig: Notton =14
Guaucho (nit No. 2 (D) SFE NRI X Yo BPO  Spud: 30497
1630° FSL & 1650° FWL SFE NRI : % APO 13387
Sec 29, T-228) R-34E SFE ORRI : % BPO 9-5:8" :l
[ea Co. NM SEE ORRI : % APO 7 0
Prospect. Shamrock SEE W Yo BCP 4-12r o
P 13 ey St Wl Yo ACT
Skt AUT C3BIn7-u02
SIE AVE 297112

AFE COMP
DHC COST

31497

Day 1131707 (1707 Drlg. Salt Anhydrtic MW 9.8, Vis 29, pEETO. Syvy 30827 % 1y Dile Rep
gas line. Drlgo Svy Dilgw 31370 1#B. Wash to bime Drlg

Crb: 284,076

311597

Day 12 3535 (365"). Drlg. SaltAnhydrite. MW 98, Vis 29, pHL 10, Svy 3392° @ 114° Drlg. RS,
Drlg. Svy. Drlg.

CTD: 294,741

3:16:97

Day 13 35707 (137, Work stuck pipe. Salt’Anhydrite. MW 98, Vis 29, pH T0. Svy 3351 d 1,
Drig PO T t0 29007 CDL. RS, T hit bradge e 33017, W&R 3300-3562°, pmp out of hole to
3407". Wutk stuck pipe a0 34077 Pmp 2 high vis sweeps. Work pipe w oif over BITA,

CrD- $298.639

31797

Day 14 35700 (07 I fsh tools. Salt/Anhydrite. MW 9.8, Vis 30, pH 8.5, Chl 128K W ork stuck
pipe @ 34367 REWL ran FPL PU Kelly, cire oil out. Work pipe & mix mud. Bachotl g 32957 [ett
hole 87 DCIB, (3) 97 DCs, shock sub & bit. Work pipe tree. POHL PU jars & bumper sab.

CTD: $301,4014

3'18'97

Day 13 35707 (0"). C&Cmud. Anhydrite/Salt. MW 9.8, Vis 30, pti 10, Chl 128K, 1, wash 107,
screw into fish. jar up & dwn on [ish, did not move cither way. RU WL, run spud bar, couldn’t get past
fish. Tl w/shot, knock trash out. Run FPI, back off IBS 3228°. TOH, 1.D tools. PU bit, trip, un top of fisn
@ 3228, C&C mud.

CTD. $301.939

31997

bray 16 35707 (07). Wash over 9 DCs. Anhydrite: MW 9.7, Vis 54, pl{9, ChI 128K C&C mud
TOH, PU wash pipe. T Circ over top of tish i 3328 - 3388°.

CTD: $307.054

32097

Day 17 35707 (0%). Trip. Anhydrite, MW 10,1, Vis 49, pti 9.5 ChI 115K, Wash over 97 ¢y 3328+
3428°. Circ. Trip out w/wash pipe.

CH: $309419

321097

Day 18 35707 (07). TO to PU fish tools. Anhydrte. MW 9.8, Vis 48, plt9, Chb TI3K. Fin 1O LD
jars. TTw/bumper sub. jars & screw-in sub. Screw into tish. Jar on fish dwn & up, couldn’t move it RU
rot WL, back collars off i@ 3400” . O w/fish, rec (2) 97 DCs. Tlw DC, cut drly line, fin T1 Wash 30°
over fish @ 3400°. Wash over fish 3400-3442°.

Crp: $310244

322797

Day 19 3388 (187). Irip to check RMR. Anhydrite. MW 96, Vis 42, pH o, ChITOOK. 1O, LD wash
pipe, bumper sub & jars. PU new jars, bumper sub & scresv-in sub. VLoserew into tish g 34007 Jar on
tish, FOULD fishing tools. PU new BHA, TL W&R 3360-3570°. Drig - drlg very rough Cire

C1p: 5312661

302397

Day 200 37797 (93%). Drlg. Anhydrite. MW 9.8, Vis 33, pH 9, Chl 100K, TOH. LD stabilizer. PU
reamner, THE Dris 3588-3706". Lost cire atter 537 drlg break, Mix 330 bbI LON sweep norets. TOHL ED
reamer. Min mud, hole standing full. TIHL Wash 1207 to bom, cood rets. Drlg

CID: $323,794

TIGHT HOLE” SFE WI , ©, 3P0 Drilling
SFER, INC SFE WI : oy APO  Rig: Nortor #1



Guucho Unit No. 2 (D) SFE NRI1 : % BPO  Spud: RRIERY

16507 IS & 1650" FWI. SEE NRI : Y6 APO 13-3 87 u
Sec 29, 12228, R-34E SEE ORRI : 6 BPO g-5.8" L
lea Co, NM SFEORRI Y APO T d
Prospect: Shamrock SFE W1 : Yo BCP 4-1 27 i
P11 13,000° SHE W : o ACP

SFE ACT C30107-002

SFE AFE C297112

AFE COMP
DHC COST

32497

Day 21 37837 ¢47). Mix mud. MW 8.5, Vis 42, pH 10.5, Chl 2600. Drlg. Work out 4 jts, pmp sweeps,
usc all mud & water. Ran FP1, showed movement 1800-2100". can torque at top of DCs @ 3003°, Jet steel
pits, pmp 2 sweeps. Piip sweep wipress. Clean pits & mix mud.

ClHD: $340,443

372597
Day 22 3783 (07). Mix mud. Anhydrite Dolomite’Salt. MW 8.6, Vis 42 pll Lo, Chl 3000, Mix nied
10 steed pits. Atteapt to torgue pipe slips. would not hold, wait on slips. Bacholt DP @ XO 10 DCs - Work
DP tree after shut PO w/all DP, lett BHA in hole. PU bil, DCs & THI to hit bridge 836-9350°, POH 10
csg. Mix mud e 823, 150 bbl to cire, 340 to cire mud to surf. Mix mud tor vol.

CTD: 5367430

3-20-97

Day 23 3783 {07) Cond mud. Anhydrite’Salt Dolomite. MW 9.0, Vis 44 ptl 10, Chl 12K Bldvol
i pits. WER 940-16307 LD 8 jts, run 3 stds. Wash 1630-2396°, 250 bbl foss. Cire. Puli 17 stds ok

Cire ‘@ 825, no doss. T o 2396 ok, Wash 2396-3003° TOF. Cire w cond mud & disp hole w.new mud.
cre ont 12,4 PG, 10,000 Chl, drop wt to 90#.

CTD: $391,203

32797

Day 24 37837 (07). Backoft fish. Anhydrite/Salt:Dolomite. MW 8.9, Vis 68, pH 9. Chl 1OK. Circ to
cond mud @ 30037 PO 24 stds, drag [-4-100K. Circ @ 825, TIH 24 stds, del 77 11 Cire mnd to raise
vis. POHL LD BHC PU jars, TIHL. Jar fish dwn 5° & stop. RU WL ran spud bar 3616°. Ran I'PL DCy
free 33507 w rest movement to 33807 & stuck @ 34147,

CiD: 8406519

312897

Day 25 37837 «07). Jaron fish. Salt’Anhydrite/Dolomite. MW 8.9, Vis 6, pH 8.3, Chl 9K Run b1
& buckotf @ 33507 RD WL POH to ree (12) 87 DCs, LD jars & £U BHC, TH w0 2850°. Wash w
30037, no problems. Wash to TOF «@ 3350" wrhole prob i 32907, Cire TOF, mud wt 8.9, POHL I D
BHC. PU Jars, THL BHAD CDL. TIH, screw into fish. far on fish.

CED: 547 529

12907

Day 26 3785 (7). Mixmud. SaltAnhydrite/Dolomite. MW 9.0, Vis 40. pH 8.5, Chi 12K Jar on
tish Work fish up 7'z jts. Jar on fish, stuck @ 3425". Attempt cire & jar  Jar w/kelly jars, stop. Run FPI,
stuck 1100 Wait on tbg & mix mud. RU 1o run tbg w/crane. I'IlH 26 jis. tag bridge 820", Pmp 50 bb! pill,
re-rig crane. Pmp 200 bbl w/LCM, mix 160 bbl new mud.

CID: $438,674

33097

Day 27 3783 (') Plugto Abandon. Salt’Anhydrite Dolomite. Pmp 640 bblt mud 304 LOM. POHL LD
27787 thy. Ran FPLstuck 832-870°0 WO BJ, jet pits. RU Bt gyro 6537 disp N 49” W. Pmp plug #1:
3125-2286°, 300 sx CL-H, 129 A-11, 2% CaCl WOC. Pas pipe «e 19007 Pmp plug #2. 1900+
17807 100 ox C1-C, 2%0 CaCl

CTD: §546,457

33197

Day 28 3783 (07) Back oft DP . 875", WO B)

Prap plug 43: 873-633°. 150 sx CI-C, 2% CaCl POH, WOC. TIH, g plug @@ 825",

Pop plug 540 825-623°, 1235 sx C1-C, 2% CaCl. POH, WOC. T1H, tag plug o 800°. LO DP, T1H 4 sids
Prap plug £5: 400-240°, 100 sx CI-C, 2% CaCl. POH, WOC.

Pmp plug #6: 30°- surf, 20 sx CI-C, 2% CaCl.

NE BOPs, rig dwa floor Prep to rig dwn & move 757 cast to Gaucho 2Y.

Final Cost Gauweno ~2: 5698476



CTIGHT HOLE® SFE W1 - 50 S BPO GO0%) Diilling

SEIR, ING SEE W1 ©23 Yo APO (30000) Ry Notton - 1}
Guaucho Unit No. 2Y (D) StE NRI ©39.23 2o BPO(300%)  Spud:
16507 1S & 1725 FWIL SFE: NRY S0 Uy APO (30000 13-3 87 "
See 29, 1-228, R-34E SEE ORRI ©ONA oy BPO yesgn a
LeaCol NM SFE QRRI CONA Sy APO 7 "
Prospect: Gaucho SFE WI o N‘A Yo BCP 4120 d
PLD 13600 SFE Wl CONA vy AP '

SEFE ACT C30107-002

SFE AFE Co297112

AFE COMP  : $800.000

DHC COST 1 $620,000
30197

Rag dwn drly nig. set 407 cond (2071 Drl rat & mousc holes. Extloc 757 cast, buiid reseeve pit Rig up
Gaucho tnit £2Y C11D: S 31,028
Gaucho Unit #2 Final CYD: - $698,476

1026 AFE CTD: i73‘),5()4
44297
MR
Gaucho Unit #2Y CI'D: $ 50,227
Gaucho Unit #2 Final CTD: 3698 476
100% AFE CI'D: ~$748.703
10397
DAY | SPUD 12:00am, 4/04/97 RU & prep to spud  Spud.
Gaucho Unit #2Y CTD: $ 63,058
Gascho Unic #2 Final CTTY $698 476
10094 AFE CTD: ) $761,534
1:04.97

DAY 11080 (10807). SPUD 12:00AM, 40497, Drlg. Sand. MW 9.8, Vis 42, Svys: 267" @ 347 717 @ ') 9807 o 3 -

Drlg & unplug bit. Drlg. Whsvy Drlg. WL svy. Delg. Cire. Wsvy, Drlg

Gaucho Unit #2Y CTD: % 78.738

Gaucho Unit #2 Final CTD:
160% AFLEECTD:

o
[y

40597
Day 2013357 (4557) Drlg. Sand. MW 9.5, Vis 420 Svy HI8T w170 Didgs Cives WL svy. Dide Lostall press. check swth 1iip
fur bit, blown jet. Drlg.

Gaucho Unit #2Y 1D $ 87.125
Gaucho Unit #2 Final C1D: $698 476

1007, AFE CTD: _‘§735‘601
40097

Day 3 17397 {2247). Circ for ¢sg. Sand/Red Bed'Anhydrite. MW 9.4, Vis 37, pl 9, Chl LOK. 1311 @274 1587 w3
1630" w47, Drlg. Circ. WL svy. Drlg. Circ. WL svy. Drlg. Bit trip, plugged jets, 1669 svy. Dilg. Cire.
Ciaucho Unit #2Y CTD: $ 96,401
Gaucho Unit#2 Final CTD: $698.476
1007 AFE CED. $794.877

40797
Py 407397 (D7), RUBH. Anhydrite. Svy 17597 @ 47 Cire forosgs ol ED reamers, RE esg crew &8 D mach, weld bl s
&shoe Ran 19 jts 13-3 87 014, J-35, ST&C esg (830.037) & 22 15 13-3.8 734055 53 ST&C o (971,747 total 413y Gude
shocact e 17397 RU B clie, istalbemt hd. Esbstage emts 1500 5x Class-U 6% eel, 2% CaCl o PPS Gils L PES Cello Stape
2 emt 2005x Class-C, 296 CaCll WO emt. Good cire, 330 sx tosurfs D a 3:30pm MST 40797 WOC clean celiar & FL Cut
cond pipe & csy, weld on 127x3000 BH.
CID: $169,131
CGraucho it #2Y CTD: $169.131
Gaucho Unit#2 Finad CHD: 3698476

100% ARL CTD: _$867.607



CTIGHT HOLE” SFE W1 S0 9 BPO (300°3)  Drilling

SHER, INC. SEE WI ©25 Yo APO (300%)  Rig Norton - H
Gaucho Unit No. 2Y (D) SFE NRI o 3925 %o BPO (300%)  Spud:
1650 FSLL & 1725 FWL SEER NRI 20 2o APO (300%0)  13-3/8" u
See 29, 12285, R-34E SEFE ORRI o N/A e BPO 9-5/8" @
Fea Co, NM SEHE ORRI o N/A % APO 7" It
Prospect: Gaucho SFE WI O NA %% BCP 4-1.27 o
PTD: 13,6007 SFE WI ©ONYA % ACP

SFE ACT © 30107-602

SFE AFE ©297112

AFECOMP 1 $800,000

DHC COST © $620,000
40897

Day 5 1780° (2t7) Dilg. Anhsdrite. MW 8.4 Weld on ind, test, NU BOP, clean Howline, Test BOP & osg to 500 PSE U A,
THL Delg plug & cmte Drlnew 12037 hole,
Cily $190,769

Gaucho Unit #2Y CTD: $190,769
Gaucho Unit #2 Final CTD:  $698.476

100% AFE CTD: 5889245
4 09.97

Day 6 2135 (355°). Iilg Anhydrite/Sand. MW 8.7, Vis 41, pti 10, Chl 3400 Svys: 18007 w47, 18937 wrb-; 20307 o« 3~
Detg. WL Drig. Wi Drig 1941-2067°, losing cire. Cire & WL @ 2020°. PO to 17377, Huid loss 100 BPH NMix 0o bbl LON &
mud to regain cire, add 400 bbl premix mud. TIH, wash 70" to bum. Drlg,

Cri $199,742

Gaucho Unit #2Y CTD. $199,742
Gaucho Unit #2 Final C1D: $698 476
16026 AFE CI'D: 5898218
41097
Day 7 2446° (311). Work stuck pipe. Anhydrite’Red Bed. MW 835, Vis 38, pH 9. Svys: 22057 « 3 4-, 25127 o i 20w

a Vs Drlgs WESD Dilg. Trip to move [BS & PU KSW. Ream 43" to btm. Rep wrind. Drlg. Run WELS,) Wl nach would aa
putl (elec prob), pull out w cat. Work stuck string.
D $209,046
Giaucho Unit #2Y CTD: $209.046
Gaucho Unit 42 Finat C1D: $698 476
0% AFE CTD:

31197

Day § 2760" (314°). Drlg. Red Bed/Shale. MW 8.8, Vis 37, pH 9. Chl2200. Work stuck string. Work string w.ail on BHA
Spot pipe free. Drlg. Pull 9 stds, pack swivel, run 9 stds. Drlg.

D $224979

Gaucho Unit #2Y CTD, $224.979
Gaucho Unit =2 Final C'I'D: - $698.476

100%% AVE CTD: $923.455
112097

Day 9 32207 (4607, Drlg. Salt 2539 (Stringer); Dolomite 30007, MW 9.2, Vis 420 pil 8, ChI43K. Svy 2890" o 1-3 4 Drlg
WL 28907, Drig. Pull 18 stds, install reamer, run 18 stds. Drlg. RS, Drlg.

CTh: $233.666

Gaucho Unit #2Y CTD: $233.666
Guaucho Unit #2 Final C1'D: $698,476

0%, ALE CTD $932.142
411397

Day 10 35207 (300°). Drlg. Dolomite. MW 9.4, Vis 46, pt19, Chl45K. Svy 3336" @ 1's*. Drlg RS Drla. POIL LD (BS &
KSW. tIH w string reamer on top of DCs, change jets in bit. Drlg w/form brk @ 34157
CHD: 5242485
Craucho Unit #2Y CTD: $242,485
Gaucho Unit #2 Fmal C10: $698.476
100% AFE CTI: - $940,961



“TIGHT HOLE™ SFE Wi 50 % BPO (300%)  Drilling
SEER, INC. SEFE WI 23 20 APO (300°)  Rig Norton - (4
Guucho Unit No. 2Y (D) SEENRI 39.25 %6 BPO (300%)  Spud:
16307 FSL & 1725 EWILL SEFENRI 20 %y APO (30024)  13-3-87 i
See 29, 12225, R-34E Sk ORRI N'A 4 BPO 9-3.8" i
Lea Co, NM St ORRI N‘A e APO 7 N
Prospect: Gaucho SFE Wi N-A ¢ BCP 412 o
Bl 136007 SFE Wl o NA Y6 ACP

SFE ACT © 0 30107-002

SIE ATE Do297112

AFECOMP  : $800,000

DHC COST @ $620.,000
41497

Day 11 3684 (1647). T1H Dolomite. MW 83, Vis 50. Drlg. Lostcire & PUI 19 stds w 100K drag. fet pits, mix mud. RU
R&M, ran 1P & buckolt DCs @ 1733° POLL LD string rme. PU tools. “HIHL
C1D: $254.256

Gaucho Unit #2Y CTD: $254.256
Gaucho Unit #2 Final CTD: $698.476

160% AFE CTD: $952.732
371597

Day 12 3684 (07). Mix LOM. Dolomite. MW 8.5, Vis 50, pH 9. TIH. Tag fish & workover fish. Washaver fish. Cire POH.
1.0 2 jts wiper, PU jars & BS. TIH BHA. Cutdrlg line. THI w/DP. PU kelly, screw in fish. POHL LD fish wols. THE g fill @
1860°. Wash 1860-1984" lost cire, pull up ok

CTD: $280.833

Gaucho Unit #2Y CI'D: $280,833
Gaucho Unit #2 Final CTD:. $698.476

100%s AFE CTD: $979,309
41697

Day 13 36847 (07). Work stuck pipe. Dolomite. MW 9, Vis 64, pt1 9, Chl 6U00. Mix & pmp 300 bbl LOM mud. Regain cue &
work pipe. TIH, tag 1877, dvill bridge, loss circ, regain, wash 1984°. Wash 1984-2171". Circ & mix 400 bbl mud losing 50 BPH, I
vol sand. Wash to 2294" & stuck @ 2309°. Spot dieset & work stuck string.
CTD: $294,316

Gaucho Unit #2Y CTD: $294316
Gaucho Unit #2 Final CI'D: 3698476

1002 ALE CTD: 997792
11797

Day 14 36847 (0'). Work . <k pipe. Dolomite. MW 8.7, Vis 76, pH 9. Chl 3000, Work stuck pipe. Spot 60 bbl dicsel w pipe
free & work string. Run FPL stuck 1830-627. Work stuck pipe & PU Ist driving tool & twist pin. Work stuck stiing Waork stuch
string wodriving toof & oil un spol.

CrD: $316,397

CGaucho Unit #2Y CTD: $ 316,597
Gaucho Unit #2 Final CTD:  § 698,476

LG AFE CTD: _$1,015,073
41897

Duy 13 36847 (0'). Washover. Dolomite. Work stuck pipe w/oil on spot & driving tool. LD driving tool. Circ. Run FpPt &
bachott DCs @ 18257 PO to DCs. lusp 4 DCs & X0, PU 6 jis, wiper, jars & 2 DCs TIH. Tag top & fish & WO with metal
cuttings i mud. POH. Wait on shoe. CO shoe & TItLL

DT 3330488

Gaucho Unit #2Y CTD: $ 330,488
Guauchws Unit #2 Final CTD § 698.476

futies AFE CTD: 1028 uad
41y 97

Day 16 3684 {0°). TlHw b, Dulomite. MW 8.6, Vis 148, pH 8, Chl 10K, Washover tish to 20077 Ciie. Spatoil. POH PU

overshot & BS. TIEL Jar tish trees PO o she LD tools & 1op 13C POEEsh 1D 2 DCs jars, BS & run up inhole. D wiper,

load vat wols  PUEbit & T DP

CTD %352.859

Guaucho Unit £2Y C D $ 3

Guucho Unit #2 Final C'ID: 8§ 69
100% AFE CTD: i,



STIGHT HOLE” SFE Wi 453125 °s BPO (300°%)  Drilling
SEER,INC SFE Wi 25 25 APO (300%)  Rig: Nov il
Guucho Unit No. 2Y (D) SFE NRI ©35.6406 %6 BPO (300%)  Spud: ERIERYS
1630° FSL & 1725 FWL SFE NRI 20 05 APO (300%)  13-38 ‘:l 1.759°
Sce 29, 228, R-34E SkE ORRI o NA %o BPO 10-3°47 a REIVN
l.ca Co., NM SFE ORRI . NA Ys APO 8-58" /l
Prospect: Gaucho SFE WI o N/A % BCP 5127 o
P 136007 SFE WI T NA v ACP

SFE ACT o 30107-002

SFE AFE C 297112

AFE COMP . $800,000

DHC COST c 5620000
42097

Day 17 3684 (0'). Cementing. Dolomite. TIH, tag fill i@ 23217, Wash 2321-73" Circ. 1.D 9 jis. run 3 stds. Wash 237331000
Circ. POH DP & bit. RU LD mach & csg crew. Ran 37 jts 10-3/4" ¢sg ok & started hanging @ 25207 Woik osg w0 3077 1otal

69 Jts.

CTD $420,271

Gaucho Unit #2Y CTD: S 420271

Gaoucho Unit #2 Final CTD: § 698,476
1004 AFE CTD: $1,118.747

42197

Day 18 3684 (7). LD DP. Dolomite. MW 8.9, Vis 40, pH 9. Cement 10-374" csg. WOC, prep to ND BOP. ND BOP. Cut 1o-
397 cnt off 13-3 87 SOW BIH, weld 10-3/47 SOW. NU BOPs. Test blind rams & csg 1o HO0U#, PU bic& RU Hoor THEDCS X0 g
DP Test pipe rams to 1000 PSETHIE 26 stds DP 1o 3072,

s Report Ran L 102347 455 K55 STC (42,457, 11034 45 54 K-55 STCsbut (43 107, 607 jts 10-347 45 5 K-35 Hua
(299-1.72"), set iy 30777 Ploat shoe - 3077, Float collar 7@ 30327,

Cemient Report: 380 sx Cluss-C 30/50 w/H0% gel, 3% salt & 14 Celloseal followed by 130 sx Class-C. Cire 200 sy, Py o 12 43
MST, job complete 1.43am, 4:21 97

CTD: $441,933

CGaucho Unit #2Y CTD: $ 441,993
dicho Unit #2 Final CTD: § 098,476
S0 AFE CTD: ) $|.140,469_

42297

Day 19 43107 (626%). Dilg. Dotomite. LD 27 jts. RIH 8 stds. PU 2 jis & kelly, break circ. Tagw 30327 Drleme plag, hoat &
shoe to 3077°. Wash sand 3077-35657, lowr _omplete rets. Cire w/no rets. Wash 3365-3686" wino rets. Dy deill « 200 GPAL pinp
15 bbl high vis & paper every 907, pmp 160 bbl FW dwn ann every 2 hrs, est 3900 bbl oss.

CID: $450.235

Gaucho Unit #2Y CTD: $ 450,235
Gaucho Unit #2 Final CTD:  $_ 698,476

H00% AFE CTD: $1,148,711
1:23 97

Day 200 5120° (810%). POH tor tiner. Dolomite. Drlg. RS, Drlg. Pmp sweep, drop totco. POH to run liner
CTD: $460,083

Gaucho Unit #2Y CTD: $ 160,083
Gaucho Unit =2 Final CTD: § 698,476

0020 ALE CTD: _S1,158,5359
424497

1y 21 51207 407). Runtemp tog. Lime. Svy 51207 @ 170 POH w DP. RU LD mach. LD 20087 DCs. R csgvrew Run S0 5.
322 K-35 8-3:8" Hiner, set @ 31097 Shoe set @ 51097, FC setia 50627, R esg crew & LD mach. Brk cire & UlH S DP Set bne
on btin & cmt. BS Sve emt’d w200 sx Class-C w396 F1.-32 followed by 235 sx Class-C 30750 Poz + 10% gel - S2usadt - 5 2PS
Hocele, tollowed by 200 sx Class-C emt. POH w/DP. WOC. CDL. Run temp log.
C 1D $527357
Craucho Unit #2Y CTD: $ 527337
Craucho Unit 2 Final CTD: § 698,476

100% AFE CTD: 51,225,833



STHIGHT HOLE” SFE W1 ¢ 453123 20 BPO (300%¢)  Duilling

SEER, INC. SFE Wi 25 S0 APO (300%)  Rig: Norton #1}
Guucho Unit No. 2Y (D) SFE NRI : 35.6406 2o BPO (300%0)  Spud: 104 97
S0P TSL & 1725 FWL SFE NRY C20 S0 APO (3008 1338 W 173
See 29, 1T-225. R-34E SFE ORRI o NA Y BPO 10-3 47 @ 3077
Lea Co.l NM SFE ORRI o NA Yo APO 8-5-8" TN IFUN
Prospect Gaucho SFE WI © ONA Y. BOP 3-12" a
PtD 13.600° SEFE Wi N/A o ACP

SFE ACI 30107-002

SFE AFE C 297112

AFE COMP  © $800,000

DHC CONT C8620 000
32597

Day 22 5120" (07). Drlretuiner. Lime. Attempt to load hole w/300 BFW. WO Baker. TH{ [0-347 emi ret. RU BJ, set ret, load
hote. Pmp 200 sx Thiso & 400 sx Neat. Rev out 10 bblemt. POH DP & mech set ool WOC, PU BHA. 11120 stds, tag @ 2740°
1D 6 jts, RIF 2 stds. Dl on ret.

CTD: $556,917

Gaucho Unit #2Y CTD: $ 356,917
Gaucho Unit #2 Final 1D $ 698,476

10040 AFE CTD: 51,255,393
4.26:97

Day 23 51207 (0" THiw stinger. Lime. Driret & 100" emt. Cire wi30% los. Dil et 707, POH. WO WE. RE WL w repairs &
set 10-3 47 retqe 2743° TIH w.stinger on DP, unable to sting into ret. POH w/DP & stinger, WO cent for stinger
Ci'by $367,050

Gaucho Unit #2Y CTI: $ 567,050
CGiaucho Unit #2 Final C1TD: 5 698476

100% AFL CTD: 7$|.265,5‘_’6
427 97

Day 24 31207 (07). POH, WOC. Dolomite/Lime. WO tool. RIH cent & stinger. Attempt to pmp below ret. POH w stnger T
wbit, DCs & DPL Drlret:a@r 27437 THH to tiner & POHL T'IH, ret on DP, unable to pmp in. RD BJ, POH RIF w bit & DCs, dil ret
POH. TIH w/DP. Spot 100 sx Class-C cmt 2920-2680°. PO, inc 5 bbl 10 load hole after 5 stds.

CTDH $390,489

Gaucho Unit #2Y CTD: $ 390,489
Gaucho Unit #2 Final CTD: §__ 698,476

100% AFE CTD: $1.288,965
42897

Day 25 3iu (V). Driemt LimeDolomite. POH. WOC. THEw bit & CDs, tag (@ 27607 LD 9 jis, R 3 stds Dl et 2760-
29307, Test liner top 250 PSI ok, Trip for 7-7/8" bit. Drl on ret junk 9 29307, push 10 2992 RIH 10 4995° LD Y jis, RIH 3 stds
Ol et & junk to lunding collar 5060°.

CID: $609,636

Gaucho Unit #2Y CTD: $ 609,636
Gaucho Unit #2 Final CTD: § 698,476

100% AFE CTD: ~$1.308,112
42997

Day 26 2610 (4907). Drlg. LunesSand. Svy 3480° 4 12, Drlemtjunk & flts Clean out 5110-3120" Drl 3120-31307. Pap
sweep & POHL PU BHA & TIH w/DCs. TIH wbit #8 TOL 22 stds. W&R 10°. Dilg. RS, Drlg. Svy. Drly
ClLD: 5622673

42997 Cost Summary Correction

Gaucho Unit #2Y CTD: $ 622673
Guaucho £ it #2 Final CTD: §_ 698,476

oo ALE CD: 51,321,149
43097

Day 27 67307 (1120%) Drlg. Sand’Shale/Lime. Svys: 3947w 10 6417 0 '27 Dirlgs Svy. Drlg. Svy. Drlg

CTD: $633.736

Gaucho Unst #2Y LD £ 633,736

Gaucho Unme #2 Final CHD: 506984476
100° ALL CT1: §1.332.212



“TIGHT HOLE™” SFE WI

433123 2o BPO (300%)  Drilting

SFER INC. SFE Wi 25 Yo APO (300%) Rig: Noitod d 14
Guycho Unit No. 2Y (D) SFE NRI 35.6406 2o BPO (300°)  Spud: 40497
1650" FSL & 1725 FWLL SI'E NRI C20 Yo APO (30086 13-3/8” i 1750
Sec 29, 1-228, R-34E SFIE ORRY o NA Yo BBO 10-3°4" a 307
l.ca Co.,, NM SFE ORRI CON‘A Yo APO 8-5/8" o 5,109
Prospect: Gaucho SFE WI CONA “u BCP 5120 G s
PID 13,600 SFE W1 ¢ ONAA Yo ACP -

SFE ACT © 30107-002

SFE AFE 297112

AFECOMP  : $800,000

DHC COST : $620,000

510197
Day 28 75007 (7707). Drle Sand. Svy 70488 0 340 Drlg. W - mistum Dz RS Drlg. WL Inle
C1D: $641,829 )

Gaucho Unit #2Y CTD: $ 641,829
Gaucho Unit #2 Final CI'D: $ 698476

100% AFE CTD: 51,340,305
502,97

Day 29 8060° (5607). Drlg 20% Limestone, 2025 Shale, 60°5 Sandstone. Svy 73435” .& 34% Drlg. Svy Dty RS Dirlg. Svy
8017 - misrun.
CTD: $649,922

Guucho Unit #2Y CTD: 5 649,922
Gaucho Unit #2 Final CTD: $ 698476

100% AFE CID: $1,348398
503797

Day 300 82817 (2217). RR. Sand Lime. Svy 8234° @ ' Drlg. RS Didg Svy. PO tor bit. THw DCs. CDIL RR vy nomatic
Cli) $663,894

Gaucho Unit #2Y CTD: $ 663,894
Gaucho Unit #2 Final CTD: § 698,476

100% AFE CTD: $1,362,370
50497

Day 31 8281° (0™, TIHL. Sand. RR. THI w/no aux brakes.
CTh: $671,987

Gaucho Unit #2Y CTD: S 671,987
Guucho Unit #2 Final CTD: § 698,476

100% AFE CTD: ~$1.370.463
503597

Day 32 8830 (549°). Drlg. Bone Spring @ 8470 Limestone/San! MW 8.4, Vis 29, pH 12, Chl 3000, Svy 8730° @ '+ TIH
W&R 60 to btm. Drlg. RS. Drlg. WLS. Drlg.
CID: $5680,953

Gaucho Unit #22Y CTD: $ 680,953
Gaucho Unit #2 Final CTD: § 698,476

10020 AFE C D $1.379 429
S06 97

Day 33 94707 (640°). Drlg. 70% Lime, 30%0 Shale. MW 9.1 add brine wir. Svy 92007 @ "% Drlg RS Drlg. WIS Drlg
Ty $697,230

Giaucho Unit #2Y CTD: $ 690,230
Gaucho Unit 42 Fingl CTD: & 698,476

1ou e AFE CTD: $1,388,706
30797

Day 34 10,080° (610°; Drly Lime/Shale. MW 9. Svy 97007 :@ 1'<", Drlg Svy & RS. Drlg.
CID: $709.105

Gaucho Unit 42Y CTD: $ 709,105
Gaucho Unit #2 Final CTD: §_ 698,476
100% ALE CTD: $1.407.58|



STIGHT HOLEY SFE WI o 433125 %0 BPO (300%)  Drilling
SFER, INC. SFE W1 25 20 APO (300°%)  Rig: Norton # 14
Guucho Cuit No. 2V (D) SFE NR{ T 35.6406 2o BPO(300°0)  Spud: H 497
16507 FSE & 1725 FWI, SFE NRt ©20 S0 APO (300%)  13-3:8" a 173y
See 290 {22280 R-34E SFE ORRI o NA Yy BPO 10-3.47 FEENIRE
Lea Co, NM SFE ORRI o NA S APO 8-3 8" 3,109
Prospect Gaucho SFE WI o N'A v, BCP Sep 2 o
Pl oo SFE Wi o NA Yo ACP

SFEACT ©30H07-002

SFE AFE: .297142

AFECOMP $800.000

DHC COST  + $620,000
5.08 97

Day 55 10,6307 (5507, Drlg LimesShale. MW 9. Vis 29, pHE 9, ChI44K. Svy 10,177 e tam Dirlg vy Drlg RS Dirlg
CID. $723,606 )

Gaucho Unit#2Y CTD: $ 723,606
Gaucho Unit #2 Final C 1D $ 698,476

100% AFE CTD: 81422082
50997

Day 36 11,170" (3407}, Drlg. 60% Sand, 40?0 Limestone. Svys: 10,675 @ '27; 10,8947 4 227 Drig. WLS Doz WIS Dl
CTD: $733,768

Craucho Unit #2Y CTD: $ 733,768
Gaucho Unit #2 Final CTD: § 698,476

10676 AFE CTD: 51,432,244
310,97

Day 37 11.680° (3107}, Drlg. 20°s Sand, 204 Shale, 60% Lime. MW 90 Vis 290 pH 10, ChI 35K Svy 11385 a0 Dife
WIS, RS, Drlg
ClID: 5748398

Gaucho Unit #2Y CTD: S 748,598
Gaucho Unit #2 Final CID: §_ 698,476

10026 AFE CTD: 51147074
3197

Day 38 11LB40T (1607, THH. LimeShale. MW 9, Vis 29 Svy 118407 @ "o Dielg 11 7am. Cire tor fogs (sweep) Diop Totco
PO tor logs. RU Schlumberger & log (11,835"). RR (dyno). [IH inc.
Crp: $777.573

Gaucho Unit 82Y CTD: $ 777,573
Gaucho Unit#2 Final CTD: §_ 698,476

10020 AFE CTD: 51,476,049
312,97

Day 39 118407 (07 Run 3727 csg. TIH. Wash to bum 60°. 7" fill. Circ for csg. RS 1TD DP & DC, RU ese crew. St running
St >

ClD: $902,770

Gaucho Unit #2Y CTD: $ 902,770
Gaucho Unit #2 Final CTD: §_ 698,476

1002 AFE CTD $1,601.246
S5 97

Day 40 11,840° (07). Test BOPs. Finrun’g 289 jis 5427 csg. RU BJ, cire thru esg i@ 11,840°. Cmt w100 s\ 50:30 Pog-tl. RD
BI. ND 13-387 BOP, set slips, install thg hd, NU 7-1/16", 10K BOPs. Ran Temp Log, TOC 68007, NU, test BOPs
Cli 938,782
Gaucho Unit#2Y CTD: $ 938,782
Guuchio U nit#2 Final CTD: 3 698476
e AFE CTD $1.637,258



“HIGHT HOLE” SFE Wl 153125 4 BPO (300%)  Drilling
)

SFER, INC. SFE W1 .25 %5 APO (3004 Riyg: Norton =14
Gaucho Unit No. 2Y (D) SFE NRI ¢ 356406 %0 BPO (300%)  Spud: 40497
1650° FSE & 1725 FWL SFE NRI ;20 %0 APO(300%) 33 87 u [IPALA
See 29, T-228, R-34E SFE ORRI o N/A Yo BPO [ @ 307
[.caCo, NM SFE ORRI o N/A %o APO 558" A;’ 31097
Prospect: Gaucho SFE Wi . N/A % BCP 5-127 Li; 11.840°
PID: 13,6007 SFE WI © N/A % ACP

SFE ACT . 30107-002

SFE AFE © 297112

AFE COMP  : $800,000

DHC COST : $620,000
51497

Day 41 1EHSH0" (07) PUL 2-7.87 DE SIW L0, Vis 29, Install 7-1:16" BOPs. Test BOPs & choke manit to 10.000 PSL ann
3000 PSI testbtm kelly valves to 3000 PSE Wil replace 2nd leaking Lop Kelly valve. RU LD mach, instull thg board. PU BHA &

i

ClD %9Y/9.320

Gaucho Unit #2Y CTD: $ 979,320

Gaucho Unit 2 Final CTD: § 698,476
100%6 AFE CTD: $1,677,796

Casing’Cement Report:
Ran 289 jts 512", 17#, P-110. LT&C, tloat shoe set @ 11,840°, FC @ 11,734, Cmtw/S0:50 Poe-H w 2% el o+ 1P FL-62 Tloats

held ok, 2100 PST press ditr. Did not bump plug. Disp w/273 bbl brine., good circ. PD @ 505 cn, 31397

31597
Day 42 159307 907y Dilg. ShaleLime. MW 10, ptl 10, PU 2-7-8" DP. Change KB & RD PU mach Dl plug, oat, ame &
shoe. Test esg shoe to 13,5 PPG MWL, ok, Press test ¢sg 2500 PST, ok, Drl 10 new 4-3.4” hole. Drlg.
1D $998,705
Caucho Unit #2Y CTD: § 998,705
Gaucho Unit #2 Final CTD: § 698,476
100% AVYE CTD: _$1.697,181
51697
Day 43 12,070" (1407). Drig 30% Chert, 60% Limestone, 10% Shale. MW 10, pH 10, Drig. RS, Iwly
CiD: S1.008,998

Gaucho Unit #2Y CTDx $1.008,998
Gaucho Upit#2 Final C'ID: $_698,476

106%e AFE CTD: _§LZQZ‘474
34797

Duay 44 12,1307 607y, Drig. Sand Lime. MW 10, pH 9.3, Drlg. POH forbit# 11, Make up bit, TTH w BHA  Chi. CORelly
valve, pack swivel. TIH. Repair high clutch. Fin THE W&R 50" to bum. Drlg.
CT1D: $1.027,885

Gaucho Unit #2Y CTH: $1,027,885
Gaucho Unit #2 Final CTD: § 698,476

H0uds AFECTD: $1,726,361
51897

Duay 43 12,3707 i240°) Drlg. Lime Shale. MW 10, Vis 29, pH 9, CIS0K. Drlg. Check flow. Drlg. RS Dedg. Cheen tlow
Dilz 3G 32, Conn 39,
C1D: $1,039.042

Ciaucho Unit 52Y CTD: $1.039.042
Gaucho Unit#2 Final CTD: § 698,476

0% AFE CHD: 51737518
31997

Day 46 124700 (1007). Drlg. Limestone. MW 10, pH 9.5, RR - pumps. Drig. RR - prmps. Drlgto 123987 TFR =11 D
bridge @ 12,0817, RIH, wash to btin w/6* hard fill. Drlg. lostall rot hd.
CTD: 31,659,406
Guaucho Unit #2Y CTD: $1,0539,406
Gaucho Unit #2 Fina! CTD: 3 698,476
1007 AFE CTD: $1,757,882



STIGHT HOLE™ SFE WI o 453123 20 BPO (300°%0)  Drillin

SEER,INC, SFE Wi o 25 20 APOY (300%)  Riy: - Norton #14
Guucho Unit No. 2Y (D) SFE NRI © 356406 % BPO (300%)  Spud: 40497
16507 FSL & 1725 FWIL. SFE NRI 20 Yo APO (300%%)  13-3/8” o 1759
See 29, 12228 R-34t SFE ORR! . N/A Yo BPO 10-3/.4> i 3’()77’
[caCo o NM SEFE ORRI O N/A Yo APO 8-5-8" W S oy
Prospect: Gaucho SFE WI O NA ve BCP s-127 PRI
P L 600° SFE Wi ONA Yo ACP

SFE ACT © O 30107-002

SFE AFE ©207112

AFE COMP . $800,000

DHC COST  © $620.000
32097

Day 47 12,5507 (80"1. Drlg. Limestone/Shale. MW 10, plI9. Drlg. ‘I'rip for bit #13. Wush & ream thiu tight hole 12,081 &
12,1407 Drilling w/ luid loss of est. 25 bblhr, Pump sweep & stop loss. 20 are on bims up
CTD: $1,059,406

Gaucho Unit #2Y CTD: $1,076,745
Gaucho Unit #2 Final CTD; $§ 698476
1002 AFE CTD: $1,757,882
32097 Corrected CTD- $1,076,745
Guucho Unit 2 CTD S 076,743
CGaucho Unut 52 Final CTD $ £Y8 476
100% AFECTD 51775221

52197
Day 48 12,6237 (73") Till. Lime'Shale. MW 10, ptH 9. Dilg 12,512-623". Circ out sweep. Drop totco PO tor bit (1]
C1D: $1,106,684

Guancho Unu #2Y CTD:. 51.106,684
Gaucho Unu #2 Final CTD 3 6985476

100%% AFE CTD: 31803, 160
5/22.97

Day 49 12,707 (84'). vy Shale/Lime. MW 9.8, pH 9. TTH to 12,380, Wash & ream 307 to bum Dy Modihy Hlowline &
flometer. Drlg.
CTD: $1,119,265

Cawcho Unit B2Y CTD 54119265
Gaucho Unu 82 Final CTD 3 0698476

10085 AFECTD: $1,517.741
52397

Day 30 12,8207 (11371 Drlg. 70% Shale, 20% Sand, 10% Limestone. MW 9.8, pH 9 Drlg 1o 12,757 RS Dyly
CID: $1,132,308

Gaucho Unit #2Y CTD 51,132,308
Caucho Unit 82 Find CTD.  $_698476

1007 AFECTD 51,830 784
5.2497

Day 31 12.,883" (63°). Raise mud wt. 10% Sand, 60% Lime, 30% Shale. MW 102, Drly. Circ out sweep & bums up PO far
bit, check flow. TIH. W&R 507 to bun. Drl, start mud-up @ 12,864°, pmp press dec, drig brk 12,878-82", 27 1low., 100 PSE SIDP.
Circ on choke while raising mud wt w/20° flare, dec to 2°,

CID: 51,149,647

Glawho Una 82Y CTD S1 149647
Geihio Cnt #2 Finadl CTD- 5698476

iz, AFECTD 51,848,123
32597

Day 52 12906 (237}, Drlg. 60% Sand, 20% Shale, 20% Lime. MW 128, Vis 46, pH [0, Chl 140K, Cires drlg break & tuise
MW o TS PPG, Ritl Nare. Drlg wizood break 12,893-98°. Check tlow, strong How S00™ CIDP & 630 CIUP. Cire out 2as, 307
Mare. SEwell, raise MW to 12.8. Displ hole w/12.8 mud, kil well. Raise MW in pits to 2.8, Drlg.
ClH 81175120
Claucho Unn 82V CTD $1175,120
Crancho Ut w2 Final 40 > Y5476

o0, AWFECTD S 596




CHGHT HOLE” SFE W 453125 ©a BPO (3000 Drilling
SEER,INC SEE W 25 Yo APO(300Y0) Ry Norton =
Gaucho Unit No. 2Y (D} SFE NRIi ©35.6406 Yo BPO (300%0)  Spud: 40497
1650 FSL & 1725 FWI. SFE NRI ©20 Yo APO(300%)  13-3 8" N AC)
Sec 29, 2225, R-34E SFE ORRI ©ONA Yo BPO 10-3 47 w3077
Lea Co., NM SFE ORRI o N'A Yo APO 8-58" NN
Prospect: Gaucho SFE WI NA o BCP 3-1°27 FERTIET
PTD 13,6007 SFE W1 o NA Yo ACP )

SFE ACT ¢ 30107-002

SFE AFE ©297112

AFECOMP : $800,000

DHC COST  : $620,000
5/26:97

Day 53 12,968" (627). Drig. MW [2.8, Vis 46, pll 10, Chl 141K, Drlg. RS, change out rolating head body, rotating head locked
up, change out for original body.
CrD: $1,200,813
Guancho Unit #2Y CTD SL200814
Caucho Unit #2 Final CTD 5 693476
100% AFE CTD: :

527.97

Day 34 13,009" (41°). TIHt. 302 Shale, 20% Sand, 30% Lime. MW 129 Vis+6, ptl 10, Chl 140K, Drlg. Pmp slug, pull 14
stds, check flow at shoe. PO change out bit & reamer. TIH.

CTD: $1,226,700

Gaucho Uit 42Y CTD $1,226,700
Glauche Unit £2 Final CTD S 695476

100 AFE CTD ,l/ 925176
5,28.97

Day 55 13.049" (407). Drlg. Shale MW 12,9, Vis 43, pH 10, Cht 139K, Trip for bit#16. Wash 30" 10 bun, no fill. Drlg.
Change rot hd drive. Drlg.
CTD: $1,242,027

Gancho Unut #2Y CTD: 51242027
Gaucho Unit 82 Finadl CTD 3 698476

102 AFE CTD 81,940,503
32997

Day 56 13,1047 (557) Drlg. 40% Shale, 30% Sand, 10% Limestone. MW 40, Vis 40, pll 10, Chl 130K Dilz. RS, Drlg.
CTD: $1,257,621

Gaucho Unit 82Y CTD $1,257.621
Caucho Unit 82 Final CTD- 3 698,476

100% AFE CTD 51,956.097
53097

Day 57 13,127 (23"). Drig. 60% Shale, 40% Lime. MW 12.8, Vis 40, pH 10, Cht 136K, Drlg. POOI to shoe. CDL. POOL
TIH o 13,073, Wash 13,073-118", no titl. Drlg.
CTD: $1.274.858

CGaucho Umit #82Y CTD: 51274838
Guancho Unit #2 Final CTD: 3695 476

Tonse AFECTD 51,973,334
33197

Day 38 131727 (457). Drlg. 10% Limestone, 10%0 Sand, 80% Shale. MW 12.8. Vis 39, pH 10, Chl 130K, Drlg 131242172
CID. 51,287,654

Clawcho Unn 82Y CTD: 31287654
Gundcho Unit 82 Findl CTD S 6985476

Jonss AFE CTD. 31986130
60197

Day 39 13224 (32°). Drig. 90% shale, 10% Limestone, MW 128, Vis 39, plL 10, ChI3IK. Drlg. RS, Drlg
Crp: $1,300412
Guaucho Unit #2Y CTD S1301,412
Ciaucho Unit #2 Final CTD- 8 698,476
o000 AFECED 34,999,888



“TIGHT HOLE” SFE W1 453125 ° BPO (300%)  Drilling
SELR, INC. SFE W1 25 9 APO(300%)  Rig: Norton =14
Guaucho Unit No 2Y (D) SFE NRI 33,6406 0 BPO (300%)  Spud: 40497
1650° FSL & 1725° FW1. SFE NRI 20 0y APO (300%)  13-38" a3y
Sec 29, [-228, R-34F SFE ORRI NA % BPO 10-3/47 @ 3077
Lea Co, NM SFE ORRI N'A o APO 8-3'8” PRI
Prospect: Gaucho SFE W1 CONA o, BOp 5-1,0" a s
PLID. 136000 SFE WI ©ONA " ACP '

SFE ACT ©30107-002

SFE AFl S297112

AFE COMP  © $800.000

DHC COSE 1 3620000
60297

Dy 60 13,2567 (32") Drlg  10% Limestone, 30% Sand, 60°6 Shale. MW 12.8, Vis 39, pH 10, Chl 130K, Drigto 132417 Cie
sumples & pmp slug. POH. TIH w/bit #18. Drlg.
CTD: $1,319,279

Gaucho Unit #2Y C1D: 51319279
Guaucho Unit 82 Final CTD 8. 698476

100%, AFE CTD: $2.017,753
6:03:97

Day 61 13,3127 (56). Drlg. 70% Shale, 30% Lime. MW 2.8, Vis 39, pHi 10, Chl 131K, Drlg.

CTD: $1,332,872

Guucho (it 82Y CTD 31332872
Guucho Unit #2 Final CTD 3 695476

100%% AFE CTD $2.031 348
6 04:97

Day 62 133407 4287). Logumg. 907 Shale, 10% Lime. MW 128, Vis 39, ptl 1o, Chi 130K, Drlg 1D 133407 & 1 30pm Cae
for logs & stug. POH, LD reamers. RU Schiumberger, ran DLL £13.335° {log {D)to 11,840
CTD: 51,345,937

Guaucho Uit #2Y CTD 51,343,937
Guncho Unit #2 Final CTD 3 6Y8 476

OO AFECTD 52014413
60597

Day 63 13,3407 (07). Ron 3'2" liner. Shale. MW 12,8, Vis 39, Ran DL Ran Neutron & Density logs  Ran FMS & RD

Schlumberger. TIH wbit #18. Wash to btm ok, Circ & pmp stug. POIL T D 26 jis DP & 18 DCs. RU ¢sg crew, run 37 liner,
$1,379,247

Gaucho Unit #2Y CTD 51,379 247
Craucho Unit 82 Final CTD 3 64983476

10026 AFECTD $2.077,723
60697

Day 64 13,340" (07). WOC, MW 12.8, Vis 39. Run 3'2" esg for biner. RD esg erew & LI mach. TTH w DP, SIM & nabbit Cise
thru liner on btm. Cmt liner w10 sx Class-11. POH w/DP. THI w bit & DCs o 60007, WOC.
CTh: $1.442.396

Craticho Unit 2V CTD: S+ 396
Gaucho Un 22 Fanad CTD- 309y, 476

Tt AFE CTD §2.141,072
o 07 97

[ay 03 13540° (0°). Dispoutmud. MW 128, Vis 39, WOC. I'NH wCs & bit. Wash to TOL @ 113737 w 10 ant. PO PU
SUORDIS phee TIH wW/DP & phe to 11,3647, Set pke & disp DP w/FW. Bled oft DP & test hner. Disp mud.
CHD: S 454,484

Guaucho Unit 82Y CTD 3454 484
Guucho Unit 22 Final CTD: 3 695 476

12 AFECTD 52,152,960
608 97

Day 66 13,3407 (0°). Drlemt Disp mud wEW. POH w2-7/8" DP & pkr. THI w327 DCs. RU LD mach & LD DCs - RU power
tongs & PU 60 jis 1.827 DP w27 87 mitl. Jet all mud & clean suction. THIw2-7 87 DP 1o 11,5737, Repair kelly hose unon. Wash
theu diner top ok L tag i .o 13068 1D 7 s, run 2 stds. Drlant
CrDe $1473,093
Gaucho Uit #2Y CTD $1,473,693
Cuaucho CUnit 82 Find CTD- 8693476

fouel ARECTD B

60997



Day 67 13,340° ¢07). THIw il Drl emtto 13,2207, lost 400 PSI. twisted oft XO. POH w27 8" DI WO tools, CDLLRS (1t
120 stdds plus 2 singles. Eagage B0 & pull free @ 40K, PO W 2-787 DR, OS & fish T w 27 87 il 60 o ML & 227 87 Dy
C I $1,489.983 ‘

Crancho Unat #2Y CTD 31,439 983
Gaucho Unit #2 Final CTD 8 695,476

100% AFE CTD 52,158,459
61097

Day 68 133407 (07). LD DP. TH w/mill. Drlemt 13,220-309". Circ. Disp w26 KCL [.D DP.
€1 $1,508.383

Guauche Unn #2Y CTD: 31,508 383
CGancho Unit 82 Finad CTD S 698476

100% AFECTD 852,206,839
61197

Day 69 13.340° (0°). Relrig. Complete LD 2-7°8" DP. RU power tongs. 1.D 60 jis MT DP. RD tongs & LD mach RD BOPs,

RU x-mas tree. Clean & jet pits. Relrig @ noon, 61197 WO completion. TEMPORARILY DROP F/REPORT,

CID: 31,520,106

CGancho Unit 82Y CTD: $7.520,106

Gaucho Unit 82 Finadl CTD §
10026 AFECTD

61197
Day 69 13,340 (07). Relrig. Complete 1 D 2-7/87 DP. RU power tongs. LD 60 jts MT DP - RD tongs & LD mach, RD Baps
RU x-mas ree. Clean & jet pits. Relbrig @ noon, 6/1197. WO completion. TEMPORARILY DROP F REPORT.
CTD: $1.320,106
Ciaucho Unit #2Y CTD 31320106
Ciaarcho Uit #2 Finadd CTD 3 698,476
TO0% LFE CTD: 82218582

671397
WO drlg rig to move out Dressed up location webackhoe, set anchor, RU PU.
ClLD: $1,322.618

Clancho Unit #2Y CTD: 51522618
Gaucho Unut #2 Final CTD - 8 698476

JO0%5 AFE CTD $2221.094
6 1497

RU Computalog wGR-CBL-CCL ol THH, correl on depth, load ¢sgw KCHawtropress up to 1000 PSE puiled Bond 1 og from 1D
- 13,305 o LOE a V1574 og 5427 to 11H300°, POOH, RD Computatoy. Removed tree, installed BOP, RU Monk Pipe Festing
PU WL re-enrry guide, 1781 F-nipple, (1) 10°x2-7/8” thg sub, Guib UNI VI Lok 3.54 pkr, X1 Q'O tool w 1781 F-nipple, | jt2 38"
thyg, 1.81 bored SN, TIH w 130 jis thg, testing to 10,0004 above »lips. Had trouble w/test tools. SDEN - Unload 388 jis ot 4 7, b+
HO, EUE, Mad tbg.

CTD: $1,542,195

Gaucho Unu #2Y CTD: $1.342,195
Guaucho Uit #2 Final CiD - 3698476

10026 AFECTD _52.240,671
613597

LIH w 216t 2-3 87, P-110 tbg, test to 10,0004 above slips, set pkr @ 11,524, rel OO tool. RU BJ, pmp 300 gal 13%0 HCT acrd to
£OT 1234 BPM. Rev acid back out thg, circ 230 bbl 2% KCl pkr fluid. Latch onto pkr, test csg 1o 20003 tor 10 nuns, ok [ost thy
hanger to 10.000#, removed BOP, install tree, had Cameron Services man test tree to 10,0004, SDEN.
D 51,553,895
Crvecho Taie #2Y CTD: 513535895
Gk Uit #2 Fandd CTD: 5. 698476

Lot AFECTD S 2,371

o Lo 97

RUEswaly, L1 surliace, swab thy wl0.0007, vee 37 bbl. RIH w-CCL & T-11 167 strip gun, correl to Bond Log & OtHog, pat the
Muorrow orm, 2 SPE. 12 holes, 13,288.2-13.293.7. 2 mins PS1to surt] slight blow, drop guis below perts, walt 30 miss 1P shizht
Blow. POOH wtools. RIH w/swab, IFL 6200°. Run #2, FL @ 56007 Made twtal of 10 tans, fast run well flosmg on tull-open chobe,
FIP 30 Swab back 25 BW, flow well 2 hes, F'EP 30, 8:00pm SW1 tor 3 hes. 11:00pm SITP 11660, open choke. flow weli ta T
6-0bam FTP 40 PSH, choke full open, tlowback 4 BW. Swab & flowback total 66 bbl.

CiD S1,563628

[ENT A B2Y CTD 51,363,628
G o Ui 32 Finad CTDH 2098476
[0t e AR CTH 52264104

61797
Well flowing, FTP 180, MCE 348, RU coil thy. test Hines, foad coil thy. RIEL g 1D PUto 13.2957 Spot 12 bbE7" 24 Morros
send. PUHL Close chioke, prap 126 Ubl 3% KCH flush, SD TS mins. Max TR 4990, Min [P 3560, Avg TP 4360 Avg Rate o 1 BPM



ISIP 3900, 3 min 813160, 10 min 512780, 135 min S12560. POOH w/coil tbg, pmp total 91,000 CI nitrogen. Fotat tluid ppd
119.6, wtal Auid rec 126 0. bbl = 124 water + 2 oil. 3:00pm flowing TP 113, switch to test unit. Flow well 13 hrs, Ave [P 330
Choke 40:647; Avg MCE 1361 1ec2BO+3 BW. )

CTD: $1,386,166

Gaucho Unit #2Y CTD- 51,386,166
Gaucho Unit #2 Final CTD S 698,476

100% AFE CTD 82284642
61897

SWE6 1797 1@ 7.08am: FT 640, choke 407647, MCF 1245,
6 1897 6:30am: TP 3200 SWI23 hrs. RD PU, clean loc. SDFD.
CTD: $1,587,452

Guucho Unit #2Y CTD 31387 452
Gaucho Unit 82 Finadd (1D 3695476

10026 AFE CTD: 82,283,928
0.19 97

Stibg psi 5400,

Ran 4-Pt test dated 6°18:97: AOF = 1.670 MMCF. No fiquids.  FTP 5230-3490 PSL. This is a gas well.
SWI @ :i0am, WO pipeline. DROP FROM REPORT,

CTD: $1,589,027

Gaucho Unit 82Y CTD: §1,359,027
Guaucho Unit #2 Final CTD: 8698476
100% AFE CTD 52,287,503

7197
NMIRUPUL Blow well dwn, ND WH, NU BOP. Load thy & csg w23% KCHw/phr tluid - Rel pkr & POOH w by SWI
CD: $1,593.941

Guaucho Unit #2Y CTD 51,593,941
Gaucho Unit #2 Final CTD S 695476

100% 14 ECTD 82292417
71297

MIREG Computalog, RIFw GR, unable to enter 3197, POOH wotool. RIFw CHBP) worked taol theu 2007 of tght spot. set CIBP
13,200 amped 407 cmton top. R test to 10,0004 above slips, 39 stds ot tbg. no leaks. SWI
CTD: 51,603,238

Gaucho Unit 82Y CLD $51.603.258
Guaucho Unie 82 Final CTD 3 698476

100%6 AFE CTD 82,303,734
713.97

Fin testing thg in hole, sct pke, ND BOP, NU WL Test tree & seal assembly to 10,0004, load csg wi/'S bbl 394, test to 13064 for 10
mins, ok. Swab well dwn to 10,000". SDFD.
CID: S1,611246

Crawcho Unit 22Y CTD: S1L611,246
Craucho Ut 52 Fiaal CTD 5 698476
Lo, AFECTD: 8$2.309, 722

70497 Well shut in.

7597

RUS L & 10.000% tub, THH w/1-11:167 strip gun w GR CCL, correl on depth, perf Morrow as tollows a1 5P 12.874-870" &
12.836-906" Drop below perfs & wait 5 mins, no press. POOH w guns & stuck i@ 115007 bim ot thg. 10 num thy press 3000
Woorked to free guns for 1 hr, then parted WL 6 above lub, spliced line & pulled inesion. S1BOP on WL lub & ST packotr

CHY: 31,613,131

Crancho Unu 52V CTD 51,613,131
Crunicho Unat 82 Fowad CTD S 698476
10025 AFE CTD 32311607



71697

Open pack-off & tub, pull tension on WL - parted again above lub. Spliced line, pulled tension, lifted lub, dropped W cutter Wit
30 mins, drop bar. Cut W1 160° below surf. RD Computalog. Putwell on line ‘@ 4pm @ IMIL 6am TP 57005, Csg 4304, Chioke
8647, rate 1L M Dwater, Ooil, Wed - OW o 3 UL

1 $1,622366

who Unit 82Y CTD 51622366
scho Unit 82 Final CTD 3 698476
100% AFE CTD: 82,320,842

7116/97  Production: 3.0 MMCF/D. FTP 50004,

Guaucho Unit 82Y 1D $1.622 366
Gaucho Unit 82 Finadl CTD 5 698 476

100% AFE CTD: $2.320842
7:1897

240w prod: 17 BO, 3 BW. 3400 MCF (est), TP 41004, Csy press 2508, Choke 2061 Note: vate - 43580 due 1o roll-over af
time clock; @ 8am gas was est. Equip lett in hole:

hoanley diop bar 1 625x267 wet-3:8" N 11116782 CCL

Kimley seand hine cutter F 750826 37w/ 17N -1 1167%27 dencentralizer
11,363 ot 7716 elec wirchne 1-7 16723 wardrop

Rupe sockett L-11 067\ 37 firmy head
BN L-1L1167<) -1 167N 36" strip
LE-7716"\2" cablehead t-11be” ball plug

(3 1-11716 N3 tungsten wi bars, 39# cach

CTD: 31,632,947

Gaucho Unit K2Y CTD 51632947
Clancho Unit 52 Find CTD S 694476
100% AFE CTD $2,331,423

71997 1280, 0BW. 4343 MCFE, Csg 280#, FTP 41004, Choke 21,64
72097 10BO, 0BW, 4338 MCF, Csg 3734, FTP3700#, Choke 2264

72197 24 BO, 0BW, 4630 MCF, Csg390#, FTP 33004, Choke 21/64".
WO 4-Pttest. TEMPORARILY DROP FROM REPORT.

Cancho Unu #2Y CTD. 31,632,947
Gaucho Unit B2 Finad CTD: § 698,476
100% AFE CTD 82331423
8 (33,97
4-Point Test taken on 7 29,97
FTP MCED

I 6015 1015
2 34500 2106
3 4900 3027
4 4810 3482
SHEP 61608 AOF 6,129, Lastreporl. DROP FROM REPORT,

82797
T'o add cost for wireline & cutting tool. DROP FROM REPORT.
CT: $1,644,861

Goticho Unit 82Y CTD: 51,644,861
Cawcho Uit #2 Final CTD 3 698475
fotg AFE CTD: 32343337
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December 1, 1998
HAND DELIVERED

Mr. Michael E. Stogner

Hearing Examiner

01l Conservation Division

New Mexico Department of Energy,
Minerals and Natural Resources

2040 South Pacheco Street

Santa Fe, New Mexico 87505

Re: 0il Conservation Division Case No. 12008:

Fi 2: [

SUITE | - 10 NORTH GUADALUPRPE

FFERSON PLACE

POST OFFICE BOX 2208
SANTA FE, NEW MEXICO 87504-2208
TELEPHONE: (505) 988-442|
FACSIMILE: (505) 983-6043

E-MA|L: cChspa@ix.netcom.com

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.

Vdry truly yours,

Y .
-

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)



