_EW'S T 2K

SALL & EATON
IONRAD E COFFIELD
HARCLD - MENSLEY LR
STUART D SHANCR
ERIZ O LANPHERE

< T MARTIN

SCBERT P T NNIN JR
MARSHALL 3 MARTIN
TWEN M _CPEZ
SCUGLAS L LUNSFORD
LOMN L WELY

* ZROLAS L NOEDING
T ZALDER £22E.. R
Mo AM B BURFORD
RC-ARD E OLSON
FIC~ARD A WILFONG®
THGMAS L MCRRIDE
LAMES | WECRS.ER
NANCT 5 CUSACK
_EFFREY L FCRNACIAR
LEFFREY O AEWETT
_AMES BRUCE

LERRY F SHACKELSORD®

_EFFREY W AEL_BERG*
ALBERT _ 2ITTS
THCMAS M HANASKC
SN L C-AMBERS®
3ARY T ZOMPTON®
MICHAE. A GROSS
THOMAS O HAINES, JR
SREGORY ) NIBERT
TAC T MARKETTE®
MARK C DOW

HINKLE,

FREZ W SC~WENDIMANN
SAMES M M DSON

JEFFREY S BAIRD®

REBEZCA NCHOLS JOMNSON
NILLIAM P CHNSON
STANLEY K KGTOVSKY JR

= R THOMAS

EiLcEn 5 CASEY

MARGARET ZARTER _cOEWIG

S BAPAY PASNER
STESHEN M ZRAMPTCN
MARTIN MEYERS
SREGORY 5 WMEE_ER
ANCREW - ZLCLTER
LAMES A GL_ESPE
GARY % _ARSCON
STEPHANE _ANDRY
LTHEN P A SETH LR
MARGARET & MCNE™T
BRIAN * CAPTWR GHT®
LSA K SMITRe
RCBERT = BETHEA®
BRAD_EY # ~CWARD
CHARLES A SUTTON
NORMAN D EWART
SARREN T GRCCE®
MOLLY MCINTOSH
MARCIA 3 LINCOLN
SCOTT A SHUART*
CARREN . SROOKS
CHRISTINE £ LALE
PAUL 5 NASON
DARLA M SiLVA

*NOT LICENSED IN NEW MEXICO

Mr. Jim Morrow
Qil Conservation Division
Post Office Box 2088

Santa Fe, New Mexico 87504

Re:

Dear Mr. Morrow:

\._.g,,‘ L D
CoX, EATON, COFFIELD & H_.._ .
ATTORNEYS AT LAW - - -uMGZe o % o

700 UNITED BANK PLAZA LS

2 iR g

POST OFFICE BCX 10O
b e
ROSWELL, NEW MEXICO aaggaf i
(5C5) 622-6510

FAX (S0OS5) 623-9332

ZCARENCE & mINALE 19C- 985,
W £ SONDURANT _R 934973
ROY £ SNODGRASS. .R 94-987)

D€ ZOLNSE.

D M CALmCUN®
MACK EASLEY
SOE W waCcC

RICHARD § MCRRIS

WASHINGTCN, C C
SPECIAL COUNSEL
ALAN _ STATMAN®

December 21, 1993
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© 2800 CLAYDESTA CENTER
6 DESTA DRIVE
POST OFFICE BOX 3580
MICLAND, TEXAS 79702

P
Z-L 1915) 683-4691
AX (9!5) 6823-6518

1700 TEAM BANK BUILDING
POST OFFICE BOX 9238
AMARILLO., TEXAS 79I1CS

806) 372-5569
FAX (BO6) 372-9761

218 MONTEZUMA
POST OFFICE BOX 2068
SANTA FE, NEW MEXICO 87504
1505) 9824554
FAX {505) 982-8623

SOC MARQUETTE N.W. SUITE 800
POST OFFICE BOX 2043

ALBUQUERQUE, NEW MEXICO 87103

{505} 768-1500
FAX (SOS) 768-1529

Case No. 10887 (Application of Kaiser-Francis Oil Co.)

The above application requested approval of ten directional wells in the oil-potash
area. Pogo Producing Company is an interest owner in all ten wells. Pogo requests that the
order in this case initially approve only the Pure Gold "A" Fed. Well Nos. 9 and 10
(bottomhole locations in Units D and C, respectively, of Section 21). Pogo further requests
the Division to withhold making a decision with respect to the remaining eight wells pending
an examination of the results of the first and/or second directional well(s) to make sure that
the directional wells are in the interest of conservation of natural resources and are reason-
able measures to prevent the waste of oil and gas.

In support of this request, Pogo states: The Pure Gold "A" Fed. Well Nos. 9 and 10
are subject to potential drainage and reasonable efforts should be taken to allow Kaiser-
Francis and the non-operating parties the reasonable opportunity to prevent oil and gas
underlying their lease from migrating to an adjacent owner’s wellbore. Although Pogo has
expressed its general concerns on directional drilling within the oil-potash area, and knows
that other operators have not experienced anticipated economic returns through directional
drilling, it believes that Kaiser-Francis should be given the opportunity to drill these two
wells on a directional basis to protect against drainage and allow it to evaluate its
directional drilling program.



Mr. Jim Morrow
December 21, 1993
Page 2

With respect to the remaining eight locations, where drainage is not occurring or
where drainage is insignificant, it is not appropriate at this time to drill these wells on a
directional basis without evaluating the results gleaned from the drilling of the first two
wells. Since drainage is not an issue, and there are significant issues regarding the potential
for waste, not only with respect to each location applied for but throughout the oil-potash
area, Pogo suggests that a limited order is appropriate at this time.

None of the additional eight locations are subject to a direct offset well, and are
therefore not experiencing the potential for substantial drainage. Directional wells cause
waste due to higher well costs and higher operating costs. Also, the operator will plug and
abandon a well at the point when operating costs equal the value of net production to the
working interest owners. If operating costs are greater in a directional well, the directional
well will be plugged and abandoned before a vertical well at the same location.

Pogo submits that the issue of waste concerns not only this application, but the
tremendous oil resources that will remain in place throughout the oil-potash area as a result
of any precedent established by Kaiser-Francis’ applications for directional wells. The
Bureau of Land Management prefers that all oil and gas wells drilled within the oil-potash
area, in areas identified as containing measured ore reserves, be drilled through utilization
of directional drilling technology. The BLM’s preference is regardless of the distance to
active mining operations, the quantity and quality of potash resources in a particular area,
existing well control, or the likelihood that potash mining will ever occur in the areas of
proposed oil and gas operations. Should the Division grant the application of Kaiser-
Francis, the BLM will use this as an example of how oil and gas operations should be
conducted within the oil-potash area without determining and addressing concurrent
development issues that are presently pending before the Interior Board of Land Appeals.

In light of these considerations, it is not an undue burden upon Kaiser-Francis to drill
its first and/or second wells on a directional basis and then evaluate its drilling program,
the economics, and overall expectations of this prospect with the non-operating interest
owners before embarking on and continuing the drilling of directional wells at the other
eight locations.

This proposal by Pogo will protect correlative rights and allow Kaiser-Francis to
protect its locations from drainage, and at the same time provide a mechanism to evaluate
the program and determine if waste of oil and gas is caused by the directional drilling
program. Pogo believes that in the next 2-3 months the Interior Board of Land Appeals will
issue an order that will give further direction and insight regarding the numerous appeals

HINKLE, Cox, EATON, COFFIELD & HENSLEY
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involving vertical well APDs on federal lands within the oil-potash area, and thus Kaiser-
Francis will not be adversely affected by Pogo’s proposal.

Very truly yours,

HINKLE, COX, EATON, COFFIELD & HENSLEY
élgory Nlbert

GIN/jw
cc: Mr. W. Thomas Kellahin

Mr. Ernest Carroll
Mr. James Bruce

HINKLE, COX, EATON, COFFIELD & HENSLEY
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2800 CLAYDESTA CENTER
6 DESTA DRIVE
POST OFFICE 8OX 3580
MIDLAND, TEXAS 79702

ZlF (915} 683-469|

AX (915) 683-6518

o

1700 TEAM BANK BUILDING
POST OFFICE BOX 9238
AMARILLO, TEXAS 79105

(806) 372-5569
FAX (BO6) 372-9761

218 MONTEZUMA
POST OFFICE BOX 2068
SANTA FE, NEW MEXICO 87504
{505) 982-4554
FAX (505) 982-8623

SO0 MARQUETTE N.W., SUITE 800
POST OFFICE BOX 2043
ALBUQUERQUE, NEW MEXICO 87103
(505) 768-1500

FAX {505} 768-1529

Mr. Jim Morrow

Oil Conservation Division
Post Office Box 2088

Santa Fe, New Mexico 87504

Re:  Case No. 10887 (Application of Kaiser-Francis Oil Co.)

Dear Mr. Morrow:

The above application requested approval of ten directional wells in the oil-potash
area. Pogo Producing Company is an interest owner in all ten wells. Pogo requests that the
order in this case initially approve only the Pure Gold "A" Fed. Well Nos. 9 and 10
(bottomhole locations in Units D and C, respectively, of Section 21). Pogo further requests
the Division to withhold making a decision with respect to the remaining eight wells pending
an examination of the results of the first and/or second directional well(s) to make sure that
the directional wells are in the interest of conservation of natural resources and are reason-
able measures to prevent the waste of oil and gas.

In support of this request, Pogo states: The Pure Gold "A" Fed. Well Nos. 9 and 10
are subject to potential drainage and reasonable efforts should be taken to allow Kaiser-
Francis and the non-operating parties the reasonable opportunity to prevent oil and gas
underlying their lease from migrating to an adjacent owner’s wellbore. Although Pogo has
expressed its general concerns on directional drilling within the oil-potash area, and knows
that other operators have not experienced anticipated economic returns through directional
drilling, it believes that Kaiser-Francis should be given the opportunity to drill these two
wells on a directional basis to protect against drainage and allow it to evaluate its
directional drilling program.



Mr. Jim Morrow
December 21, 1993
Page 2

With respect to the remaining eight locations, where drainage is not occurring or
where drainage is insignificant, it is not appropriate at this time to drill these wells on a
directional basis without evaluating the results gleaned from the drilling of the first two
wells. Since drainage is not an issue, and there are significant issues regarding the potential
for waste, not only with respect to each location applied for but throughout the oil-potash
area, Pogo suggests that a limited order is appropriate at this time.

None of the additional eight locations are subject to a direct offset well, and are
therefore not experiencing the potential for substantial drainage. Directional wells cause
waste due to higher well costs and higher operating costs. Also, the operator will plug and
abandon a well at the point when operating costs equal the value of net production to the
working interest owners. If operating costs are greater in a directional well, the directional
well will be plugged and abandoned before a vertical well at the same location.

Pogo submits that the issue of waste concerns not only this application, but the
tremendous oil resources that will remain in place throughout the oil-potash area as a result
of any precedent established by Kaiser-Francis’ applications for directional wells. The
Bureau of Land Management prefers that all oil and gas wells drilled within the oil-potash
area, in areas identified as containing measured ore reserves, be drilled through utilization
of directional drilling technology. The BLM’s preference is regardless of the distance to
active mining operations, the quantity and quality of potash resources in a particular area,
existing well control, or the likelihood that potash mining will ever occur in the areas of
proposed oil and gas operations. Should the Division grant the application of Kaiser-
Francis, the BLM will use this as an example of how oil and gas operations should be
conducted within the oil-potash area without determining and addressing concurrent
development issues that are presently pending before the Interior Board of Land Appeals.

In light of these considerations, it is not an undue burden upon Kaiser-Francis to drill
its first and/or second wells on a directional basis and then evaluate its drilling program,
the economics, and overall expectations of this prospect with the non-operating interest
owners before embarking on and continuing the drilling of directional wells at the other
eight locations.

This proposal by Pogo will protect correlative rights and allow Kaiser-Francis to
protect its locations from drainage, and at the same time provide a mechanism to evaluate
the program and determine if waste of oil and gas is caused by the directional drilling
program. Pogo believes that in the next 2-3 months the Interior Board of Land Appeals will
issue an order that will give further direction and insight regarding the numerous appeals

HINKLE, Cox, EATON, COFFIELD & HENSLEY



Mr. Jim Morrow
December 21, 1993
Page 3

involving vertical well APDs on federal lands within the oil-potash area, and thus Kaiser-
Francis will not be adversely affected by Pogo’s proposal.

Very truly yours,
HINKLE, COX, EATON, COFFIELD & HENSLEY

g, | Adaye

Gregory ¥, Nibert

GIN/jw
cc: Mr. W. Thomas Kellahin

Mr. Ernest Carroll
Mr. James Bruce

HiINKLE, Cox, EATON, COFFIELD & HENSLEY



 KAISER-FRANCIS OIL COMPANY
APPLICATION FOR DIRECTIONAL DRILLING PERMITS

PURE GOLD WELL LOCATIONS

Well:
Surface:
BHL:

Well:
Surface:
BHL:

Well:
Surface:
BHL:

Well:
Surface:
BHL:

Well:
Surface:
BHL:

Well:
Surface:
BHL:

Well:
Surface:
BHL:

Well:
Surface:
BHL:

Well:
Surface:
BHL.:

Well:
Surface:
BHL:

Pure Gold
1950’ FSL
2043’ FNL
Pure Gold
10’ FSL
1947’ FNL
Pure Gold
19’ FSL
480°' FNL
Pure Gold
1@’ FSL
482 FNL
Pure Gocld
1@’ FSL
2012’ FNL
Pure Gold
1@’ FSL
480’ FNL
Pure Gold
2100’ FSL
1988° FNL
Pure Gold
195@’ FSL
1957* FNL
Pure Gold
10’ FSL
480’ FNL
Pure Gold
10’ FSL
480’ FNL

A-7
X 200’
X 456°

FEL
FWL

FWL
FWL

FwL
FWL

FEL
FEL

FEL
FEL

FEL
FEL

FEL
FEL

FWL
FEL

(Unit
(Unit

(Unit
{Unit

(Unit

(Unit

(Unit
{lnit

(Unit
(Unit

(Unit
(Unit

(Unit
(Unit

(Unit
(Unit

(Unit
(Unit

(Unit
(Unit

I
E)

N)
F)

M)
K)

N)
c?

)
G)

0)
B)

J)
G)

I)
H)

0)
B)

M)
A)

Sec

.Sec

Sec
Sec

Sec
Sec

Sec
Sec

Sec
Sec

Sec
Sec

Sec
Sec

Sec
Sec

Sec

Sec

20
21

/-

16
21

16 °°
21

16 7
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EXHIBIT B TO APPLICATION



Fotm 3160-3 SUDMIT IN TRIFLICATE® Form approved.

{Uther inatructinne on Budget Buresu No. 1004-0136
(December 1990) UNITED STATES reverse """ ) Expires: December 31, 1991
DEPARTMENT OF THE INTER‘OR G. LEASE DERIONATION AND SRA1aL RO.
BUREAU OF LAND MANAGEMENT NM38464
APPLICATION FOR PERMIT TO DRILL OR DEEPEN 0. |'v INDIAN, ALLOTTES OR TAiRE NAMS
la, TIFE OF WORK ,
DRILL m DEEPEN D T. UNIT A0RBAMART NAMA
b. TIFRE OF WaLL .
et L orHER zTowe rons " 8. raamon Lasmn nam v o,
2. mamt or orsairon . Pure Gold A Federal
Kaiser-Francis Oil Company 9. AnwmLro.
3. ADOROYS AMD TELANIONE NO. 7
P.0. Box 21468, Tulsa, Oklahoma 74121-1468 . 10. 7IBLD AND FrOOL, OR WILDCAT
4. nc:::?.ne:r weLl (Report location clearly and ln accordance wilh any Blate :’equlrtmentl") R West Sand' Dunes
1950' FSL & 200' FEL Sec 20 , e moarar s LK
At proposed prod. zone .
> 2046' pN1, ¢ 456 FWL Sec 21 Sec 21, T23s, R31E
14, DIATANCE IN MILZS AND DIRECTION FEOM NEAREST TOWN OR I'OST OFFICR* 12. COUNTTY OR rantsn| 18. stATE
17 miles East from Loving Eddy .___NM
10. DINTANCE FROM PROTUSED® 10. NO. OF ACRES !N LEASBE 17. NO. OF ACRER A8BIORED
LOCATION TO NEARERT : TO Titla WELL
FPROPIRTT OR LEANR LINE, PT. 456"’ ;
{Also lo nenarest drig. ualt lae, It any) 456' 640 40
T3 DIATARCE TROM TROTOAEN LOCATIONS® “10. rrurosso perTit 20. ROTART OB CABLR TOOLS
TO KEAREAT WELL. DRILLING, COMILETED, | 54('
OR APPLIFD FOR, ON TIUIS LEASE, FT, 8100' TVD Rotary
21, zLRYATIONS (Show whether DF, RT, GR, ete.) ' 22, AFTROX. DATE WOAK WILL BTARI®
3348'
. ) PROPOSED CASING AND CEMENTING PROGRAM
Bi1ZT OT NOLE ORADS, SIID OF CASING WZISHT I'NR £OOT BETTING DEFTH QUANTITY OF CEMENT
17-1/2 13-3/8 484 - 700 700 sacks Circulated
11 8-5/8 324 4070 1000 sacks Circulated
7-7/8 5-1/2 174 8100' TVO 1370 sacks tie back @ least
[ - "
Stage tool @ 6200 200 into 8-5/8
. NIRU Rotary.

Drill 17-1/2" hole to 700’ run & set 13-3/8" surface csg & cmt v/700 sx.
Ingtall 3000# BOP & test to 600#.

Drill 11" hole to 407@’", run & set 8-5/8" intermediate cag & cmt w/100Q sx.
Test csg to 1000#,

. Drill 7-7/8" hole to 8108’ TYD & run electric logs.

If hydrocarbons are indicated, run & set 5-1/2® csg @ TD w/stage collar at
6200’ and cmt 1st stage w/380 sx & 2nd stage v/790@ sx.

8. RDMQO rotary, install wellhead, run cement bond log, perforate and stimulate
far production.

NoOG D WN -

IN ADOVE STACE DESCRIDE FROPOSED FROGRAM: [f propesat is 10 deepen, glve data an present productive zone and proposed new productive zone. If proposal Is to ddll or
deepen directionally, give pertinent data on subsurince docations and measured and true vertical depths. Give blowout preventer program, il any.

3. -

RUINTD TITLE ( zggratj ons_Eng ineer DATE 10-29-93

(Th:;;uct for Federnl or Stnte oflice une)

FEAMIT XO. AUPROVAL DATE

Application approval does not wrrrmt or certily that the applicant holds legal or cquitable litle to those riglis In the subject lease which would entie the applicant to conduct operations thereon.
CONDITIONS OF AFFROVAL, [P ANY:

1

ArPROVED BY NTLE DATR

*See Instructions On Reverse Side

Tirla 1N U S C. Sertlon 1001 malian it 2 mrime far nny perann Faowing v and o 1”(”!])' tn rﬂ'i' rin nn‘ clpr-"(q.,-n' ar npeney of the
nilrd Sintee nny {nicn !.rnvmn- e Dimaedit~ DAY I



PLAT SHOWING PROPOSED

WELL LOCATION AND LEASE ROAD IN

SECTION 20, T-23-S, R—31—E, N.M.P.M.
EDDY COUNTY, NEW MEXICO

Exhibit E

Kaiser-Francie 0il Co.

Pure Gold *"A*
Eddy County, NN

Fed., #7
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19 | 20 201 21
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e
KAISER_FRANCIS OIL COMPANY
PURE GOLD FEDERAL “A” J7
GROUND ELEVATION : 3348
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" Een 30| 29 v 855550 8 s 33 sty 29 | 28
PLAN VIEW
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535" [ I
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3 820 L 200" 8' |
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DETAIL VIEW e
= 100’
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DATE: SEPTEMBER 2, 1993
RO|  REWSION | DATE | BY ODESSA, TEXAS JOB ND.: 37700
SURVEYED BY: R.J.0. SURVEYING AND MAPPING BY
DRAWN BY: VH.B. TOPOGRAPHIC LAND SURVEYORS 48 SE
APROVED BY: LW.B. MIDLAND, TEXAS SIEET : 1 oF 1
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APPLICATION FOR PERMIT TO DRILL
KAISER-FRANCIS OIL COMPANY
Pure Gold "A" Federal No. 7
Surface Location: 1950’ FSL & 200’ FEL Sec 20
Bottomhole Location: 2138° FMNL & 411’ FYL Sec 2}
Eddy County, New Mexico

In conjunction vith Form 316@-3, Application for Permit to Drill, Kaiser-Francis
0il Company submits the folloving items of pertinent information in accordance
vith Onshore 0il & Gas Order Nos. 1 & 2, and vith all other applicable federal
and state regulations.

1.

10.

The geologic surface formation is Quaternary alluvium
and other surficial deposits.

The estimated tops of geologic markers are as follovs:

Delavare 4150’
Bane Springs 8000’
TD 8100’

We do not anticipate encountering vater, and oil and gas
formations are as follovs:

Delavare
Proposed Casing Program: See Form 316@-3 and Exhibit A.
Pressure Caontrol Equipment: See Exhibit B.
Mud Program: See Exhibit C.
Auxiliary equipment: Blovout preventer.
Testing, Logging, and Coring Programs: No DST’s are
anticipated. Approximately 25 rotary drilled sidewsll
wireline cores vill be taken in various Delaware zones
betveen 59@@’ to 790@'. Eleciric logs will consist of
a Compensated Neutron/Litho Density v/Gamma Ray and
Caliper and a Dual Laterolag. A Mudlogging unit vill be
used from 4130’ to TD.

No abnormal pressures, no abnormal temperatures and no
H2S are expected.

Anticipated starting date: As soon as possible.



Form 3164.3 SUDMIT IN TRUILICATE® Form approved

December 1990 {Othee Inatructians on Budget Buresu No. 1004-0136
(December ) UNITED STATES rererne side) Expires: December 3{, 1991
DEPARTMENT OF THE lNTERlOR ' G. LEAAR DERIGNATION ARD BRA1AL WO,
BUREAU OF LAND MANAGEMENT NM38464
ApleCAT]ON FOR PERM'T TO DHILL OH DEEPEN 8. 1r INDIAR, ALLOTTES OR TRIDS ll..l
18. TIrR Or wWORK .
DR".L m DEEPEN D 7. UNIT A0RBAMBNT RaMA
b. TIrE OF WELL .
Ui e Wy Yy B TRt G v
2. Kame or orssaroa ' Pure Gold A Federal
Kaiser~Francis Oil Company P AnvELMo.
b Qv rep—p——y . - 8 .
P.O. Box 21468, Tulsa, Oklahoma 74121-1468 . ' 10. risLo anp root, ok WiLbCar
4. kt:c::'r?:c:r weLL (Report location cleariy and |a aceordance with aoy State lrequlnnenu.') . - West Sand' Dunes
10' FSL & 1935' FWL Sec 16 A M e diarar on e
At proposed prod. sone '
1947' FNL & 1789' 'FWL Sec 21 Sec 21, T23S, R31lE
14. DIATANCE IN MILSS AND DIRECTION FEOM NEASEAT TOWN OR I'OST OFricR® 12. COUNTY OR rami8n | 13, STATE
17 miles East from Loving Eddy NM
10. DIATANCE FROM FROfUSED® 10. MO. OF ACRES IN LZABE 17. #0. oF ACaEm issionkd
LOCATION TO REABERT 1789 . 10 TNIS WILL
PROTERTY OR LEABR LINE, PT. '
___{Also 10 nearest drig. unlt loe, It any) ‘469" 640 40
13. DIATANCE PROM IAOCIORED LOCATION® 19. rruroszp pErTst 20. ROTART OR CABLR TOOLS
TO NEAARAT WELI. DRILLINU, COMPLETED, 2250
OR APFLIXD FOR, OM TRIS LRASK, FT, 8100‘ VD ] Rotary
21, savations (Show whether DF, RT, GR, ete.) . - 22. AFrROX. DATE WOAK WILL START®
2360"
2. PROPOSED CASING AND CEMENTING PROGRAM
BIZE OF NOLZ ‘ ORADR SIZB OF CASING WERIGIT I'LR FOOT SETTING DEFTH QUANTITY OF CEMENT
17-1/2 13-3/8 488 - 700 700 sacks Circulated
11 8-5/8 32# 4070 1000 sacks Circulated
7-7/8 5-1/2 174 8100' TV 1370 sacks tie back @ least

Stage tool @ 6200' 200' into 8-5/8

1. MIRU Rotary. :

2. Drill 17-1/2" hole to 700’ run & set 13-3/8" surface csg & cmt v/7@0 sx.

3. Install 3@0@4 BOP & test tao 6QO4.

4. Drill 11" hole to 4@7@’, run & set 8-5/8" intermediate csg & cmt v/1000 sx.

3. Test csg to 1000f.

6. Drill 7-7/8" hole to 81@0" TYD & run electric logs.

7. If{ hydrocarbons are indicated, run & get 5-1/2" cag @ TD v/stage collar at
, 6200’ and cmt 1lst stage w/58@ sx & 2nd stage v/730 sx.

a. RDNO rotary, install vellhead, run cement bond log, perforate and stimulate

for production.

IN ANOVE SFACTE DESCRIBE FROFOSED MMOGRAM: Il propesal Is (o deepen, give data an present praductive zone and proposed new productive zone. Il proposal is to drill or
deepen direconally, give pertinert dala on subsuriace loeations aid meatured and true vertical depuiis. Give blowout preventer program, Il any.

LR . .
atxen nre___QOperations Engineer = nare 10-29-93
(Tth;ue {or Federal or State oflice une) - :
PERAMIT XO. AVIROYAL DATE
Aprhication spreoval docs e warrer o ecrtily that the applicant hoids legal or equitable Ule o these rights in U subject lease which would entitle Uxe applicant to comduct cparations th

s

CONDITIONS OF AFPROYAL, IF ANY:

AFPROVED OY nTLe DATE

1«; *See Instructions On Revene Side

Tile 1011 Q" Facilan 1IN0 Lo
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Sulmit g' the Appropricte

ele Leose
Fes Lm

State of New Mexico Form €-102

=4 coples Energy. Minerals, and Natural Resources Department Revised 1-1-89
copies

D% I
Hobts, s BA240 OIL CONSERVATION DIVISION

P. 0. Box 2088

DISTRICT 1L Santa Fe, New Mexico 87504-2088
. O. Drawer DD
Artesia, NM 88210
1000 Ric Brazos Rd WELL LOCATION AND ACREAGE DEDICATION PLAT
Aztec, NM 87410 All distances must be from the outer boundaries of the section.
tor Lease Well No.
KAISER - FRANCIS OIL COMPANY PURE GOLD FEDERAL ‘A’ : 7
Unit Latter Section Township Range County
1 20 23 SOUTH 31 EAST, N.M.P.M. EDDY
[Aztual Jootage Locatiom of Well ,
1960 feet from the SOUTH line and 200 feet from the EAST line
G ov. Producing Formation Pool
3348° Delaware West Sand Dunes 40  icres
. Outline the acreage dedicated to the subject well by colored pencil or hachure marks on the piat below.
2. if more thon one lease is dedicated to the well, outline each and identify the ownership thareof (both as
to working interest and royaity).
3.

If more than one lease of different ownership Is dedicated to the well, have the Interest of all the owners
been consolidated by communitization, unitization, forced—pooling, ete.?

Yes a No If answer is "yes®, type of consolidation
I the answer is "no", list the owners and troct descriptions which have actually been consolidated. (Use
the reverse side of this form if neccessary.)
No ocilowable will be assigned to the well until all interests have been consclidated (by communitization

unitization, forced—pooling, or otherwise) or until a non—standard unit, eliminating such interest, has been
approved by the division.

Bottomhole Location: 2046'| FNL & 456' FWL,} Sec 21

The acreagei dedicated to thiis well is the W/4 NW/4
Sec 21, T23b, R31E

OPERATOR CERTIFICATION

! hereby certify that the
information herein is true ond!
complete to the best of my
knowledge and belief.

- ¥ & l
Printed Name !

———————— e S s L S —d | Milton Griffin i
Position

Operations Engineer
Company

Kaiser~Francis 0Oil Co.
Date

Qctober 29, 1993

———— v ————— ]

______________ SURVEYOR CERTIFICATION

, ! hereby certity that the

200 well location shown on this plat |
was plotted from field notes of l
octual surveys made by me or

——__.,._—..__.__.-.__

|
under my supervision, ond thot |
the saome /s true ond correct |
to the best of my knowledge |
and belief. ,

1

f

Date Surveyed

SEPTEMBER 2, 1903

1950°| I Signature and Seal of
Professional Surveyor

, |

e Lo "x_‘

-———-—-—————-——-—-—+——~———————_..—+-——-——-—.——-—-——
e e e e e e e o e e e

R

Cortificate5,
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2.

3‘.

5.

EXHIBIT A
KAISER-FRANCIS OIL COMPANY
Pure Gold "A* Federal #7
Eddy County, Nev Mexico

SUMMARY

Drilling, Casing snd Cementing Program

Drill 17-1/2® hole to 70@’ and run 13-3/8%, 48%#, H40 casing. Use guide
shoe on bottom joint with a float insert 1 joint above the guide shoe.
Run 1 centralizer per joint on bottom 3 joints. Cement vith 500 sx Class
"C* + 2% CaCl + 1/4 pps Cello Flake lead cement folloved by 20@ sx Class
*C* ¢+ 2% CaCl. Drop top plug and displace cement wvith mud.

Hipple up and install BOP’s. Cement shall be allowed to stand 12 hours
under pressure. After 24 hours test casing to 600 psi for 3@ minutes and
drill out cement. After drilling the plug and belov the casing seat, test
again to 600 psi for 30 minutes.

Drill 11" hole to 4@7Q' and run a 8-5/8", 32#, J55 casing. Use guide shoe
on bottom and a float collar 1 joint above the shoe. Use 1 centralizer
per joint on bottom 5 joints and 5 other centralizers. Cement with 800 sx
Class C Lite (33:65:6) + 9.5 pps salt + 1/4 pps Celloflake lead cement
folloved by 200 sx Class C + 1% KC1 + 5 pps salt. A Fluid Caliper vill be
run to determine the exact volume of cement required to circulate cement
to the surface.

Nipple up and install BOP’s. Cement shall be alloved to stand 12 hours
under pressure. After 24 hours test casing to 1000 psi for 30 minutes and
drill out cement. After drilling the plug and belov the casing seat, test
again to 1000 psi for 30 minutes.

Go in hole with 7-7/8* bit + 6-1/4" x 30’ non-magnetic drill collar + (18)
6~1/4" steel drill collar. Drill 7-7/8" hole to KOP of 4200’ and survey
vith non-magnetic instrument at 420@0’. POOH for angle building assembly.

Go in hole with 7-7/8" bit + 6-1/2" slov-speed motor + 1-1/2" bent sub +
6-1/4" x 30’ non-megnetic drill collar + 20 steel drill collars. Orient
tool face properly, deflect well bore tovard proper direction. Start
angle building run. Drill vith this assembly building approximately 2-1/2
degrees per 100 feet of hole in the proper direction until a maximum angle
of 24 degrees 52 minutes is cbtained plus or minus to 5195’ M.D. POOH for
angle holding assembly.

Go in hole vith 7-7/8" bit + 6 point roller reamer + short drill collar +
3 point collar roller reamer + 6-1/4" non-mag drill collar + 3 point
roller reamer + 6-1/4" steel drill collar + 3 point roller reamer + (20)
6-1/4" drill collars. Drill hole maintaining 24 degrees and 52 minutes to
the TVD depth aof 7200’. POOH for asngle dropping assembly.

(3



9‘

le.

Go in hole vith 7-7/8" bit + 6-1/4" non-magnetic drill collar + 3 point
roller reamer ¢+ (20) 6-1/4" steel drill collars. Drill the hole dropping
at 1-1/2 degrees per 100’ deviation to plugs or minus 7200’ TYD. At this
point you vill continue to drill to a TYD depth of 8100’.

Run 5-1/2", 17#, KSS casing vith a stege tool at approximately 6200°’. Use
a float shoe on bottom and a float collar 1 joint above the shoe. Use 1
centralizer per joint on bottom 5 joints and eas required across potential
productive intervals. Cement the first stage with 580 =sx Clagss H +
additives, and cement the second stage vith 690 sx Class C Lite (35:65:6)
lead cement folloved wvith 100 sx Class C neat. The exact volume to bring
the cement top to 4000’ will be determined after logging the vell.

Perforations and stimulation treatments vill be determined after running
electric logs and setting the 5-1/2* casing.
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Subm’t to (ha Appropriale

Dialrict Offic-+ State of New Mexico RM:::,'"‘EILE.:._
Siote Lease — 4 copies Energy. Minersls, and Natural Resources Department

Fee Lease ~ J copies

DISTRICT I

P. 0. Box 1980

Hobbs, NM 88240 OIL CONSERVATION DIVISION

P. 0. Box 2088

1 11 -
DISTRICT AL Santa Fe, New Mexico 87504-2088
Artesio, NM 88210
1000 Rio Brazos Rd WELL LOCATION AND ACREAGE DEDICATION PLAT
Aztec, NM 87410 All distances must be from the outer boundaries of the section.
Operater lease | .. Well Na.
KAISER - FRANCIS OIL COMPANY PURE GOLD "A'" FEDERAL 8
[ Unit Latter Section Township Range County
' N 16 23 SOUTH 31 BAST. N.M.P.M. EDDY
Actual Joetage Louvatien of Web
feet from the SOUTH Une and 1935 feet from the WEST Nne
Ground Level Rlev. Prm( Pormauon Pool
3369’ Delaware West Sand Dunes aq Acres

i.
2.

3.

Outline the acreage dedicoted to the subject well by colored pencil or hachure marks on the plat below.

¥ more lhan one legse is dedicoted to the well, cutline ecch ond identify the cwnership thereof (both cs
to working interest ond royaity).

If more than cne lease of different ownership is dedicated to the well, have the interest of ail the owners
been consolidoted by communitizetion, unilizotion, forced—pooling, etc.?

Yes [J No f onswer is "yes’, type of consolidation :
if the onswer is "no", list the owners ond troct descriptions which hove octuclly been consoiidoted. (Use
the reverse side of this form il neccessary.)
No qgllowable will be agssigned to the well until all interests have been consolidated (by communitization,

unitization, forced—paoling, or otherwise) or until a non-~standard unit, eliminating such interest, has been
approved by the division,

he et o v - —— -

OPERATOR CERTIFICATION

! hereby certily thot the
information herein is true onc
complete to the best of my

T T
1 i
| |
! I
| I
f ]
f l
! I " knowledge and belief.
1 |

T

Sottomdole Location: 1947 FNL & 17830 FWL Sec 21 > ; :
The acneage is dedicated to this lease{is +he .44

P d N
SZ/4 NW/4 Sec 21,T23S,331E | minted fame

————————————— e et e Milton Griffin

Posilon , .
Operations Engineer

Company
Kaiser-Francis Cil Co.
Date

Qctober 29, 19017

_____________ 1| SURVEYOR CERTIFICATION

! hereby certity that the
well location shown on [Ars plot
was plotted from field notes of
octuval surveys mode by me or
under my supervision, and thot
the same /s true ond correct
to the best of my knowledge
ond befief.

- — - ———— — —— ——

Dale Surveyed
SEPTEMBER 3, 1983

Signature and Seal of
Professional Surveyor

| I~

Cermcnu d
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APPLICATION FOR PERMIT TO DRILL
KAISER-FRANCIS OIL COMPANY
Pure Gold "A* Federal No. 8
Surface Location: 10’ FSL & 15935’ FWL Sec 16
Bottomhole Location: 1947’ FNL & 1789' FWL Sec 21
Eddy County, Nev Mexico

In conjunction vith Form 3160-3, Application for Permit to Drill, Kaiser-Francis
Oil Company submits the folloving items of pertinent information in accordance
vith Onshore 0il & Gas Order Nos. 1 & 2, and vith sll other applicable federsal
and state regulations.

1.

1o.

The geologic surface formation is Quaternary alluvium
and other surficial deposits.

The estimated tops of geologic markers are as follovs:

Delavare 4150’
Bone Springs - 8202’
TD 8100’

¥We do not anticipate encountering vater, and o0il and gas
formations are as follovs:

Delaware
Proposed Casing Program: See Form 3160-3 and Exhibit A.
Pressure Control Equipment: See Exhibit B.
Mud Program: See Exhibit C.
Auxiliary equipment: Blovout preventer.
Testing, Logging, snd Coring Programs: No DST’s are
anticipated. Approximately 23 rotary drilled sidewall
vireline cores will be taken in various Delavare zones
betveen 59@0’ to 79@@°. Electric logs will consist of
a Compensated Neutron/Litho Dengity vw/Gamma Ray and
Caliper and a Dual Laterolog. A Mudlogging unit vill be
uged from 415@’ to TD.

No abnormal pressures, no abnormal temperatures and no
H2S are expected.

Anticipated starting date: As soon as possible.

y

(b



6.

EXHIBIT A
KAISER-FRANCIS OIL COMPANY
Pure Gold "“"A" Federal #8
Eddy County, Hew MNexico

SUMMARY

Drilling, Casing and Cementing Program

Drill 17-1/2" hole to 700’ and run 13-3/8", 48#, H40 caesing. Use guide
shoe on bottom joint with a float insert 1 joint above the guide shoe.
Run 1 centralizer per joint on bottom 3 joints. Cement with 5@Q sx Class
"C" + 2% CaCl + 1/4 pps Cello Flake lead cement folloved by 20@ sx Class
"C* + 2% CaCl. Drop top plug and displace cement vith mud.

Nipple up and install BOP’s. Cement ghall be alloved to stand 12 hours
under pressure. After 24 hours test casing to 600 psi for 3@ minutes and
drill out cement. After drilling the plug and belowv the casing seat, test
again to 60@ psi for 3@ minutes.

Drill 11" hole to 407@’ and run a 8-5/8", 32#, JS55 casing. Use guide shoe
on bottom and a float collar 1 joint above the shoe. Use 1 centralizer
per joint on bottom 5 joints and 5 other centralizers. Cement vith 800 sx
Class C Lite (35:65:6) + 9.5 pps salt + 1/4 pps Celloflake lead cement
followed by 20@ sx Class C + 1% KCl + 5 pps salt. A Fluid Caliper vill be
run to determine the exact volume of cement required to circulate cement
to the surface.

Nipple up and install BOP’s. Cement shall be alloved to stand 12 hours
under pressure. After 24 hours test casing to 1200 psi for 3@ minutes and
drill out cement. After drilling the plug and belov the casing seat, test
again to 1000 psi for 3@ minutes.

Go in hole with 7-7/8" bit + 6-1/4" x 3@’ non-magnetic drill collar + (18f
6-1/4" steel drill collar. Drill 7-7/8" hole to KOP of 4200’ and survey
vith non-magnetic instrument at 4200’. POOH for angle building assembly.

Go in hole with 7-7/8" bit + 6-1/2" slow-speed motor + 1-1/2" bent sub +
6-1/4" x 3@’ non-magnetic drill coller + steel drill collars. Orient tool
face properly, deflect well bore tovard proper direction. Start angle
building run. Drill with this assembly building approximately 2-1/2
degrees per 100 feet of hole in the proper direction until a maximum angle
of 3@ degrees 44 minutes is obtained plus or minus to 5399’ M.D. POOH for
packed hole assembly.

Go in hole with 7-7/8" bit + & point roller reamer + short drill collar +
3 point collar roller reamer + 6-1/4" non-mag drill collar + 3 paint
roller reamer + 6-1/4" steel drill collar + 3 point roller reamer + (20)

6-1/4" drill collars. Drill hole maintaining 30 degrees 44 minutes
deviation into the Bone Springs plus or minus 76@@’ TVD and continue to

drill to TD with the same deviation to plus or minus 8100’ TVD.

I



Run 5-1/2", 17#, K55 casing with a etage tool at approximstely 6200°’. Use
a float shoe on bottom and a float collar ! joint above the shoe. Use 1}
centralizer per joint on bottom 5 joints and as required across potential
productive intervals. Cement the first stage with 580 gx Class H +
additives, and cement the second stage vith 690 sx Class C Lite (35:65:6)
lead cement folloved vith 10@ sx Class C neat. The exact volume to bring
the cement top to 4000’ vill be determined sfter logging the well.

Perforations and stimulation treatments vill be determined after running
electric loge and setting the S5-1/2" casing.
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Form 3160.3 SUDMIT IN TRIPLICATE® };:m approved.
1990 (Olker Inatruction dget Ba No. {
(ecember 1990) - UNITED STATES reverse sl Erpices December 31, 1991
EPARTMENT OF THE INTERIOR G. LEASE DBSIUNATION AND BBAIAL MO,
BUREAU OF LAND MANAGEMENT NM38464
APPLICATION FOR PERMIT TO DRILL OR DEEPEN e
ia. TIPS OF WORK .
DR'LL m DEEPEN D 1. UNIY AGRBEMANT NaMg
b. TYPS OF WBLL .
er':u. ?v‘:u. ornza ::;:onu . :onv:f"“ 8. FANMOR LAAT Hasm WELL MO,
2. naus or ofzaaTon ) Pure Gold A Federal
Kajser-Francis Oil cOmpany 9. ansmino
3. Aconms N0 TELETYONG MO, ’ 9
P.0. Box 21468, Tulsa, Oklahoma 74121-1468 . 10. FI18LD AND FOOL. OR WILBCAT
4. :o(c::'l?.ne:t wiLh (Report lecation cleariy and in accordance with any Btate :‘tqllll’!.(l!l.‘) . West Sand' Dunes
10' FSL & 280' FTWL Sec 1o ) 4 11 :::-'.’;.:;";.“‘:::-
At prepesed prod. some .
480' FNL & 480' FWL Sec 21 Sec 21, T23s, R31lE
14. DIRTANCE IN MILRE ARD DIZECTION FEOM NEABSST TOWN OR FOST CFFICE® 12. couxTts oa ramisn| 18. srars
17 miles East from Loving Eddv NM
10. DINTANCS FAOM PROPUAED® ' 18. NO. OF ACRES IN LEaASE 17. MOo. OF ACRER ABSIGARD
LOCATION TO NEAREST 480 : T0 TILUS WELL
PROPEATE OA LEASE LINE; PT 480" :
(Also to aearest drig. unit llae, If any) 640 40
18. DIETANCE FeoM FROGIOAED LOCATION® 19. rroroscp pErYH 20. ROTART OR CABLA TOOLS
T0 KCARRST WELl, DRILLING, COMPLETED, . .
OR APPLIED FOR, ON THIS LEASE, FT. 1120 8100' TVD Rotary
21, sLEYATIONS (Sbew whether DF, RT., GR, ete.) . 22, ArrROX. DATE WOAK WILL S§TaAT®
3354°
4. PROPOSED CASING AND CEMENTING PROGRAM
B{2T OF NOLE ORADA 1710 OF CASNG i WEBIGHT IER FOOT SETTIXG DRITII QUANRTITY OF CEMENT
17-1/2 13-3/8 —_ 48% - 700 700 sacks Circulated
11 8-5/8 32% 4070 1000 sacks Circulated
7-7/8 5-1/2 174 8100' Tvh 1370 sacks tie back @ least
[} 3 - n
Stage tool @ 6200' 200" into 8-5/8
1. MIRU Rotary. ;
2. Drill 17-1/2" hole to 7@’ run 8 set 13-3/8" surface csg & cmt v/7@Q sx.
3. Install 3000# BOP & test to 6004.
4, Drill 11* hole to 4@7@’, run & set 8-35/8" intermediate csg & cmt v/1000 sx.
S. Test csg to 10004,
6. Drill 7-7/8" hale to 81@@° TVD & run electric logs.
7. If hydrocarbaons are indicated, run & get 5-1/2" csg @ TD v/stage collar at

) 6200’ and cmt lst stage v/3580 sx & 2nd stage v/79Q sx.
8. RDMQ rotary, install wellhead, run cement bond log, perforate and stimulate
: for production.

lN ADOVE SI"A('P DESCRIOC PROPOSED FROGRAM: If propexal is 10 deepen, give data on present productive zone and proposed new productive zone. I proposai le o deill or

ily, give perti data on ubluv‘u: locations sru measured and rue vertical depilis. Give blowoul preventer program, i any.
atxen nme___Qperations Engineer = o LN 2E
(Thlu qmet for Federal or State olice uwe)
PERAMIT XO. ATIROVAL DATR
Application appraval does nat warant or certify that the applicant holds legal o eq.nl.ablc title to thsose rigits in the subject lease which would entitle the appli 1o comhuct aprerations Urereon.

CONDITIONS OF APPROVAL, IP ANY:

APPROVED BY nmne DATE

*See Instrvetions On Revene Side

Titte IR WL.S.C. Section 1001, makes it a crime for any rwr'snn knnwdr-niy ond willfully tn make to any department ar agency of the
United States sny fnlnm, firtitious or {rnudulent SLatemenia or represeniniions as Lo any matler withio its juriadietion,
¢

TN



PLAT SHOWING PROPOSED
WELL LOCATION AND LEASE ROAD IN

SECTION 16 & 21, T-23-S, R-31-E, N.M.P.M.

EDDY COUNTY, NEW MEXICO

Exhibit €
Keiser-Francigs 04l Co.
Pure Gold "A® Fed. #9
Eddy County, NN
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.

by rees

District offics State of New Mexico tusm C-192

Siots Lease = 4 copies Energy, Ninerals, and Natural Resources Department

Revised 1-1-89

Fos Locse — J copies

DISTRICT I
So.?.,,.”:’; /i OIL CONSERVATION DIVISION

P. 0. Box 2088

DISTRICT O Santa Fe, New Mexico B7504-2088
P. 0. Drawer DO
Artesio, NM 88210
DISTRICT [T
1000 Rio Brozos Rd WELL LOCATION AND ACREAGE DEDICATION PLAT
Aztec, NM 87410 All distances must be from the outer boundaries of the section.
Operatar lease . __ . _ - - Well No.
KAISER - FRANCIS OIL COMPANY PURE GOLD "A" FEDERAL 9
Uait Lstter Section Township Range County
M 18 23 SOUTH 31 EAST, N.M.P.M. EDDY
Aclual Feotags Locatien of Vell
10 ___leet from the SOUTH line and 280 feet (rom the WEST line
Ground level Rev. Produdn; Pormation Pool
3354° Acres
. Outline the acreage dedicated to the subject well by colored pencil or hochure marks on the piat beiow.
2. If more than ane lease is dedicoted to the well, outline each and identify the ownership thereof (both as
to working interest and royaity).
3. If more than one lease of different ownership is dedicaoted to the well, hove the interest of all the ocwners
been consolidated by communitizotion, unitization, forced—pooling, ete.?
Yes O No If answer is "yes®, type of consolidation
If the onswer is "no”, list the owners ond tract descriptions which have actually been consohdoted (Use
the reverse side of thxs form if neccessary.)
No allowable will be ossigned to the well until ali interests have been consoclidated (by communitization,
unitization, forced-poolmg, or otherwise) or until ¢ non—stondord unit, eliminating such interest, has been
approved by the division.
i i ! OPERATOR CERTIFICATION
: : : | hereby certify that the
i ) I information herein is true and
' H ! complete to the best of my
1 ! I knowledge and beliaf. :
| { | Sgmatary - )
| : | ,
: 1 | Prinfed Name £
-------------- Fmmmmmmmmm e ——fmmmm—mmmmmm——decmmemm—————eod | Milton R. Griffin
| | | Position .
: } : Operations Engineer
; : : Company
i 1 ! Kaiser-Francis 0il Co.
Bogtomhole Locatich: 480' FNL & 4B0' FWL Sec 21 Date
Thé acreage dedlcaf:ed to this well' is the NW/4 October 12, 1992
NW 4 Sec 21, T23s, |R3lE. : .
______________ L_____________j______________;__________'_____ SURVEYOR CERTIFICATION
1 i ! :
' : { ! hereby certily that the .
\ i H well localion shown on (his plat l
1 | ! was piotted from fiekd noles of
| : ! actuol! surveys mode by me or !
\ 1 under my superwsvon ond thot |
! ! the same /s true and correct ‘
: : to the best of my knowledge |
1 | and beliel. !
______________ e |
i i Date Surveyed
X } SEPTEMBER 21, 1983
| | Signature and Seal of
: : Professional Surveyor
1 1
] 1 "
: | | ol —
280° " :
10" ! ! ! Sl Lo
! ! ! Cartifitaia No.
I mmmsmey——__—— 'LARRY W. BUSBY R.P.S. §11398
0 330 660 990 1320 1650 1980 2310 2840 2000 1500 1000 S00 0| JoB f99' ™ B} wHa




APPLICATION FOR PERMIT TO DRILL
KAISER-FRANCIS OIL COMPANY
Pure Gold “A®* Federal No. 9
Surface Location: 18’ FSL & 28@°' FWL Sec 16
Bottomhole Location: 480’ FNL 3 480’ FYL Sec 21
Eddy County, Nev Mexico

In conjunction wvith Form 316@-3, Application for Permit to Drill, Kaiser-Francis
0il Company submits the folloving items of pertinent information in accordance
vith Onshore 0il & Gas Order Nos. 1 & 2, and vith all other applicable federal
and state regulations.

1. The geologic surface formation is Quaternary alluvium
and other surficial deposits.

2. The estimated tops of geologic markers are as follows:
Delavare 4150
Bone Springs aoee’
0 8100’

3. We do not anticipate encountering vater, and oil and gas

formations are as follovs:

Delavare
4. Proposed Casing Program: See Form 3160-3 and Exhibit A.
3. Pressure Control Equipment; See Exhibit B.
6. Mud Program: See Exhibit C.
7. Auxiliary equipment: Blovout preventer.
8. Testing, Logging, and Coring Programs: No DST's are

anticipated. Approximately 23 rotary drilled sidevall
vireline coreg will be taken in various Delavare zones
betveen 590@’ to 7900‘'. Electric logs will consist of
a Compensated Neutron/Litho Density w/Gamma Ray and
Caliper end a Dual Laterolog. A Mudlogging unit vill bhe
used from 4150’ to TD.

9. No abnormal pressures, no abnormal temperatures and no
H2S are expected.

10. Anticipated starting date: As soon as possible.



1.

EXHIBIT A
KAISER-FRANCIS OIL CONPANY
Pure Gold "A' Federal #9
Eddy County, Nev NMexico

SUMNARY

Drilling, Casing and Cementing Program

Drill. 17-1/2® hole to 700’ and run 13-3/8", 48#, H40 casing. Use guide
shoe on bottom joint with a float insert 1 joint above the guide shoe.
Run 1 centralizer per joint on bottom 3 joints. Cement vith 500 sx Class
"C* + 2% CaCl + 1/4 pps Cello Flake lead cement folloved by 200 sx Class
*C" + 2% CaCl. Drop top plug and displace cement with mud.

Nipple up and install BOP‘s. Cement shall be alloved to stand 12 hours
under pressure. After 24 hours test casing to 600 psi for 30 minutes and
drill out cement. After drilling the plug and belov the casing seat, test
again to 600 psi for 3@ minutes.

Drill 11* hole to 4@870Q’ and run a 8-5/8", 32#, J55 casing. Use guide shoe
on bottom and a float collar ! joint above the shoe. Use 1 centralizer
per joint on bottom S joints and 5 other centralizers. Cement with 800 sx
Class C Lite (35:65:6) + 9.5 pps salt *+ 1/4 pps Celloflake lead cement
folloved by 200 sx Class C + 1% KC1 + 5 pps salt. A Fluid Caliper will be
run to determine the exact volume of cement required to circulate cement
to the surface.

Nipple up and install BOP’s. Cement shall be alloved to stand 12 hours
under pressure. After 24 hours test casing to 1008 psi for 3@ minutes and
drill out cement. After drilling the plug and belov the casing seat, test
again to 1009 psi for 3@ minutes.

Go in hole with 7-7/8" bit + 6-1/4" x 3@’ non-magnetic drill collar + (18)
6-1/4" ateel drill collar. Drill 7-7/8" hole to KOP of 4200’ and survey
vith non-magnetic instrument at 4200’. POOH for angle building assembly.

Go in hole with 7-7/8" bit + 6-1/2" slov-speed motor + 1-1/2" bent sub +
6-1/4" x 30’ non-magnetic drill collar + 20 steel drill collars. Orient
tocl face properly, deflect vell bore tovard proper direction. Start
angle building run. Drill with this aasembly building approximately 2-1/2
degrees per 100 feet of hole in the proper direction until a maximum angle
of 13 degrees 25 minutes is obtained plus or minus to 4737’ M.D. POOH for
angle holding assembly.

Go in hole vith 7-7/8" bit + 6 point roller reamer + short drill collar +
J point collar roller reamer + 6-1/4" non-mag drill collar + 3 point
roller resmer + 6-1/4" steel drill collar + 3 point roller reamer + (20)

6-1/4" drill collars. Drill hole maintaining 10 degrees and 48 minutes to
the TVD depth of 6200°'. POOH for angle dropping assembly.

A



10.

Go in hole vwith 7-7/8® bit + 6-1/4" non-magnetic drill coller + 3 point

roller reamer + (20) 6-1/4" steel drill collars. Drill the hole dropping
at 1-1/2 degrees per 100’ deviation into the Bone Spring plus or minus
7138.29’ TVD. At this point you vill be vertical and you vill continue to
drill to a TVD of 8100°.

Run 5-1/2", 17#, K35 casing vith a stage tocol at approximately 6200°. Use
a float shoe on bottom and a float collar 1 joint above the shce. Use 1
centralizer per joint on bottom S joints and as required across potential
productive intervals. Cement the first stage with 580 sx Class H +
additives, and cement the second stage with 690 sx Class C Lite (35:65:6)
lead cement folloved vith 1@@ sx Class C neat. The exact volume to bring
the cement top to 4000’ will be determined after logging the vell.

Perforations and stimulation treatments will be determined after running
electric logs and setting the 5-1/2" casing.



Form 3160.3 SUDMIT IN TRITLICATE® Form approved.

(Otber inatructions on Budget Buresu No. 1004
(ecember 1990) UNITED STATES reverse side) Espiras: Decembar 31, 1991
DEPARTMENT OF THE lNTERlOR G. LEASE DSGIUNATION AND OBRiIAL RO,
BUREAU OF LAND MANAGEMENT NM38464
APPLICATION FOR PERMIT TO DRILL OR DEEPEN 0. IF INDILR, ALLOTTEN ON TAISA Kiuw
1a. TIPE OF WORK
DR".L E] DEEPEN D 7. ONIT AQRSSMANT NaMA
b. TIPE OF WELL .
weiL weLL ornes H zong o B 7ANM OB LAA NN VL 0.
2. NAMR OF OFRRATOR Pure Gold A Federal
Kaiser~Francis 0il Company : b A wBLro,
3. ADORARES A TILEFHONE MO, i C 10
p.O. Box 21468, Tulsa, Oklahoma 74121-1468. - 10. Fi1BLD AND rOOL. OR WILDCAT
4. xc:‘:-:f:“o' wBLL (’prort location cleariy and In accordance with any State requiremeats.®) . - West Sand Dunes
Surface: 10' FSL & 1800' FWL Sec 16 M Ire acaris on amer”
At proposed prod. sone
v S 2 T2 R31E
Bo ole: 480' FNL & 1800' FWL Sec 21 ec 21, T23s,
14. DIATANCE IN MILES AND DIRECTION FROM NEAREST TOWN OR POST OFFICR® 12. COUNTY oR razisn| 13. sTATE
17 miles East from Loving Eddy NM
i5. DISTANCE TROM PROPURED® 16. MO. OF ACREZS IN LEASE 17. NO. OF ACRES ABSIGNED
IASHATY Dn Libes sne, rr. 480" BHL o T AL
(Also to nearest drig. nl'm fie, it any) 480' BHL . 640- 40
18, pisTaNce ‘FROM TROTOBED LOCATION® 19. rroroszp pertnn 20. ROTARY OX CABLR TOOLB
TO NETAREST WELL, DRILLING, COMPLRETED, .
OR APPLIED FOR, ON TRIS LEASR, FT. 1800 8100' TVD Rotarv
21, sLEvATIONS {Show whetder DF, RT, GR, etc.) 22, ATPROX. DATE WORK WILL START®
3367' GL
43 PROPOSED CASING AND CEMENTING PROGRAM
size OF MNOLE | ORADS, SITB OF CASING WEIGUT PER FOOT AETTINC DRITH QUANTITY OF CEMENT
17-1/2 13-3/8 48%# - 700 700 sacks circulated
11 g-5/8 32% 4070 _1000 sacks circulated
7-7/8 5-1/2 174 8100' TVD | 1370 sacks tie back @ least 27

into 8-5/8"
Stage tool @ 6200'

1. MIRU Rotary.

2. Drill 17-1/2" hole to 700', run & set 13-3/8" surface csg & cmt w/700 sx.

3. Install 3000# BOP & test to 600#.

4. Drill 11" hole to 4070', run & set 8-5/8" intermediate csg & cmt w/1000 sx.

S. Test csg to 1000%.

€. Drill 7-7/8" hole to 8100' TVD, & run electric logs.

7. If hydrocarbons are indicated, run & set 5-~1/2" csg @ TD .w/stage collar at
6200' and emt lst stage w/580 sx & 2nd stage w/790. sx.

8. RDMO rotary, install wellhead, run cement bond log, perforate and stimulate for

production.

I8 ABOVE SPACT DESCRIDE PROPOSED PROGRAM: i{ propesal is to deepen, give data on present productive zone and proposed new productive zone. 1 proposal is to drill or
deepen directionally, give pertinent da on subsurface locations and mensured and true vertical depths. Give blowout preventer progeam, i any.

4. -

maxen : mrer __Qnerations Fngineer . oare

(Thix npace for Federal or State oice une)

10-8-93

PLRMIT XO, APTROVAL DATE

Application approval does not warrant or certify that the applicant holds legal or equitabie title Lo those riglts In tse subjeict lease which would entitle the applicant to conduct oparations therecr
CONDITIONS OF APPROVAL, IF ANY:

APPROVED 8Y e DATE

*Coe Instruitinne ln Rpvama Qida "o




PLAT SHOWING PROPOSED
WELL LOCATION AND LEASE ROAD IN

SECTION 16 & 21, T-23-S, R-31-E, N.M.P.M.

EDDY COUNTY, NEW MEXICO

Exhibit E

Kaiser-Francis 0il Company

Pure Gold

*A" Fed #10

Eddy County, Nev Nexico
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DATE: SEPTEMBER 3, 1993
NO. REMSION | DATE | BY ODESSA, TEXAS JOB NO.: 9770%
SURVEYED BY: R.J.O. SURVEYING AND MAPPING &Y
DRAWN BY: V.H.B, TOPOGRAPHIC LAND SURVEYORS 48 SE
APPROVED BY: L.W.8. MOLND, TEXAS . SHEET : 1t OF 1
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123830

Submil lo lhe Appropriate

District Office State of New Mexico n..ﬁ;"‘,f,'.":?.
Stote Leose — 4 copies Energy, Minerals, and Natural Resources Department
Fee Lease = J copies
DISTRICT 11980
P. C. Box
Hobbs, NM 88240 OIL CONSERVATION DIVISION
P. 0. Box 2088
DISTRICT IL Santa Fe, New Mexico 87504-2088
P. 0. Drawer DD
Artesia, NM 88210
1000 Rio Brozos Rd WELL LOCATION AND ACREAGE DEDICATION PLAT
Aztec, NM 87410 All distonces must be from the outer boundaries of the section.
Operatar Lease waAm Well Neo. S
KAISER - FRANCIS OIL COMPANY PURE GOLD "A"™ FED 10 |
Unitl letter Section Township Range County |
N 16 23 SOUTH 31 BAST, N.M.P.M. EDDY |
Actual Pootage location of Well
10 feet from the SOUTH line and 1800 feet from the YEST Iine
Ground Level Rlev. Producing Pormallon Pool . i
3367 Delaware West Sand Dunes 40 Acres l‘

1. Outline the acreaqge dedicated to the subject well by colored pencil or hochure morks on the piat beiow.

2. If more than one lease is dedicated to the well, outline eoch ond identify the ownership thereof (both as
to working interest and royaity).

3. If more than one lease of different ownership Is dedicoted to the well, have the Interest of il the owners !
been consolidoted by communitization, gnitizotion. forced—-pooling, etc.? |
Yes No If answer is "yes”, type of consclidotion ‘
if the onswer is "no”, list the owners ond troct descriptions which haove octually been consolidoted. (Use ;
the reverse side of this form if neccessary.) ;
No cllowable will be assigned to the well until all interests hove been consoclidated (by communitizotion,
unitization, forced—poaling, or otherwise) or until @ non—standard unit, eliminating such interest, has been
approved by the division.
:‘ Il T OPERATOR CERTIFICATION
) 1 ) ! hereby certify thot the
: ; | mformation herein /s true anc
| | : complete to the best of my
: ] 1 knowledge and belier. -
I : 5 yn e = ( i .
I ] ] “
! i :
| | ‘l Printed Name
] ) i
—————————————— ‘:""“"""—-—-————T‘—-----—--"——?""*'--"-—"—"——‘ _Milean Aviffin
t
Boctomhple Location is 480' FNL & 18004 FWL Sec 21 T ations Eni
This acreage decicated l;;'Ls NE/4 NW/4 Sec} 21,T23s,R31= c°m::fatlons =nginess
! |
i i Kaiser-Francis Oil Co.
i : Date ’
: { October 8, 1993
] !
I i
S e e H SURVEYOR CERTIFICATION
] ]
! } ! hereby certify that the
i | wel] location shown on lhis plat
: ! wos plotted from flield notes of .
' ' octual surveys made by me or
1 ! under my supervision, and that
| : the same is true and correc!
| | to the best of my knowledge
: : and belief.
______________ S
| | Date Surveyed
l | SEPTEMBER 3, 1903
! ! Slgnature aud Seal of
: : Professional Surveyor
! |
! {
' |
\ !
] [ I
' J0’ ! | d < le - -t
1800 —'ll—'*d L L Cortficats No.
LARR " BUSBY 2.7 S. 11398
0 330 580 990 1320 1850 1980 2310 2640 ’ - -

500

[VaX=TEN Yol 2o FoVod -
'



APPLICATION FOR PERNIT TO DRILL
KAISER-FRANCIS OIL COMPANY
Pure Gold "A*" Federal No. 10
Surface Location: 1@’ FSL & 1800’ FWL Sec 1&
Bottomhole Location: 480’ FNL & 1800’ FWL Sec 21
Eddy County, New Nexico

In conjunction vith Form 3160-3, Application for Permit to Drill, Kaiser-Francis
0il Company submits the folloving items of pertinent information in accordance
vith Onshore 0il & Gas Order Nos. 1 & 2, and with all other applicable federal
and gtate regulations. '

1. The geologic surface formation is Quaternary alluvium
and other surficial deposits.

2. The estimated tops of geologic markers are as follows:
Delavare 4150’
Boene Springs 8goe’
TD 8100’

3. ¥We do not anticipate encountering wvater, and oil and gas

formations are as follovs:

Delavare
4, Proposed Casing Program: See Form 3160-3 and Exhibit A.
3. Pressure Control Equipment: See Exhibit B.
6. Mud Program: See Exhibit C.
7. Auxiliary equipment: Blowout preventer.
8. Testing, Logging, and Coring Programs: No DST’'s are

anticipated. Approximately 25 rotary drilled sidevall
vireline cores vill be taken in various Delavare zones
betveen 35500’ to 790@°. Electric logs will consist of
a Compensated Neutron/Litho Density w/Gamma Ray and
Caliper and a Dual Laterolog. A Mudlogging unit will be
used from 4158’ to TD.

9. No abnormal pressures, no abnormal temperatures and no
H2S are expected.

10. Anticipated starting date: As soon as possible.



EXHIBIT A
KAISER-FRANCIS OIL COMPANY
Pure Gold "A" Federal #10

Eddy County, New Mexico

SUMMARY

Drilling, Casing and Cementing Program

Drill 17-1/2" hole to 70@’ and run 13-3/8", 48#, H40 casing. Use guide
shoe on bottom joint with a float insert 1 joint above the guide shoe.
Run i centralizer per joint on bottom 3 joints. Cement with 50@ ax Class
"C* + 2% CaCl + 1/4 pps Cello Flake lead cement folloved by 20@ sx Class
"C* + 2% CaCl. Drop top plug and displace cement with mud.

Nipple up and install BOP’s. Cement shall be alloved to stand 12 hours
under pressure. After 24 hours test casing to 600 psi for 3@ minutes and
drill out cement. After drilling the plug and belov the casing seat, test
again to 600 psi for 3@ minutes.

Drill 11" hole to 407@’ and run a 8-5/8%, 32#, J55 casing. Use guide shoe
on bottom and a float collar 1 joint above the shoe. Use ! centralizer
per joint on bottom S joints and 5 other centralizers. Cement with 800 sx
Class C Lite (35:65:6) + 9.3 pps salt + 1/4 pps Celloflake lead cement
folloved by 200 sx Clagss C + 1% KCl + S pps salt. A Fluid Caliper will be
run to determine the exact volume of cement required to circulate cement
to the surface.

Nipple up and install BOP’s. Cement shall be alloved to stand 12 hours
under pressure. After 24 hours test casing to 1000 psi for 30 minutes and
drill out cement. After drilling the plug and belovw the casing seat, test
again to 100@ psi for 3@ minutes.

Go in hole with 7-7/8" bit + 6-1/4" x 30’ non-magnetic drill collar + (18)
6-1/4" steel drill collar. Drill 7-7/8" hole to KOP of 420@’ and survey
vith non-magnetic instrument at 4200’. POCH for angle building assembly.

Ga in hole with 7-7/8" bit + 6-1/2* slov-speed motor + 1-1/2" bent sub +
6-1/4" x 30’ non-magnetic drill collar + 2@ steel drill collars. Orient
toal face properly, deflect vell bore toward proper direction. Start
angle building run. Drill vith this asgembly building approximately 2-1/2
degrees per 100 feet of hole in the proper directiaon until a maximum angle
of 10 degrees 48 minutes is obteined plus or minus to 6231' M.D. POCH for
angle holding assembly.

Go in hole with 7-7/8" bit + 6 point roller reamer + short drill collar +
3 point collar roller reamer + 6-1/4" non-mag drill collar + 3 point
roller reamer + 6-1/4" steel drill collar + 3 point roller reamer + (20)
6-1/4" drill collars. Drill hole maintaining 1@ degrees and 48 minutes to
the TVD depth of 6674’. POOH for angle dropping assembly.



1.

Go in hole with 7-7/8" bit + 6-1/4" non-magnetic drill collar + 3 point
roller reamer + (20) 6-1/4" steel drill collars. Drill the hole dropping
at 1-1/2 degrees per 108’ deviation into the Bone Spring plus or minus
7350.3@' TYD. At this point you vill be vertical and you vill continue to
drill to a TVD of 810@°.

Run 5-1/2%, 17#, K55 casing vith a stage tool at approximately 6200°. Use
a float shoe on bottom and a float collar 1 joint above the shoe. Use 1
centralizer per joint on bottom 5 joints and as required across potential
productive intervals. Cement the first stage with 588 sx Class H +
additives, and cement the second stage with 698 sx Class C Lite (35:65:8)
lead cement folloved vith 100 sx Class C neat. The exact volume to bring
the cement top to 4000’ vill be determined after logging the vell.

Perforations and stimulation treatments will be determined after running
electric logs and setting the 5-1/2" casing.

)
I
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SUBMIT IN TTUPLICATE®

(Uther Inatructinne on
reverae side)

Form 3160.3
(Dccember 1990)

UNITED STATES
DEPARTMENT OF THE INTERIOR

Form approved.
Dudget Bureau No. 1004-0116
Explres: December 31, 1991

BUREAU OF LAND MANAGEMENT

G. LEASR DEBIGNATION AN RRLAL NO.

NM38464

APPLICATION FOR PERMIT TO DRILL OR DEEPEN

1s. TIrE Or wORK

0. 17 INDIAN, ALLOTTES O8 TRINA RAMS

T. UNIT AORBEMERT NaxsA

DRILL & DEEPEN (3
b. TIFrE OF WELL
L wets ornan zone Tone

2. RAMR OF OFSRATOA

8. PARM OR LBATE NAMR, WYL NO.

Pure Gold A Federal

Kaiser~Francis 0il Compény
4. ADOREES AMD TRLINYIONS NO.

9. AnwmLMo.

13

P.O. Box 21468, Tulsa, Oklahoma 74121-1468

4. ‘lﬂuﬂou or watl {Mleport lecatien clearly and ia actordance wilh aay Stale requirements.®) |
nuriace t

10. F$aLD AND roOOL, OR WILDCAT

West Sand Dunes

10' FSL & 2025’ FEL Sec 16
At proposed pred. 10ne

11. sac, T. 2, M, OR BLK.
AND SURYRT OR ARBA

~ 2012' FNL & 2176' FEL Sec 21 Sec 21, T23S, R31E
14, DIATANCE 1N MILES AND DIRECTION FROM NEZAREST TOWN OR [OST OFrice’ 12, coUNTY On ranan| 13, stTate
17 miles East from Loving Eddy NM

10. DIATANCE FROM PROPUARD®

LOCTATION TO NEABESRT

10. NO. OF ACAZS IX LEABE

2012

I 11. NO. OF ACAER A381GNED
TO TIIE WELL

PROPERTT OR LEARR LINE, PT. 692! . :

{Also to aearest drig. usit iine. if any) 640 40
18, DIATANUE PROSL TAOTOSED LOCATION® 1D. rnuroaco oerru 20. ROTARY OR CABLR TOOLS

TO NEARENT WELL. DRILLING, COMPLETED, :

OR APPURD FOR, OM THIS LEASS, FT. 2860 8200°' TVD Rotary

21, sixvations (Show whether DF, RT, GR, ete.)

22, APTROZ. DATE WORK WLl STARY®

. - PROPMOSED CASING AND CEMENTING PROCRAM
8iZE OF MOLE ORADR 511 OF CAMING WRIGIIT LR FOOT SETTING DEPTI QUANTITY 0F CEMENT
17-1/2 13-3/8 484 700 700 sacks Circulated
11 8-5/8 328 4070 1000 sacks Circulated
7-7/8 5-1/2 174 8200' TvVQ 1370 sacks tie back @ least
t : - "
Stage tool @ 6200 200" into 8-5/8
1. NIRU Rotary.
z. Drill 17-1/2" hole to 70@’ run & get 13-3/8" surface csg & cmt v/7@80 sx.
3. Install 30004 BOP & test to 6004.
4, Drill 11" hole to 4@70’, run & set 8-3/8" intermediate cag & cmt w/1000 sx.
3. Test csg to 10004,
6. Drill 7-7/8" hole to 810@° TVD & run electric logs.
7. If hydrocarbons are indicated, run & set 5-1/2" csg # TD v/gtage collar at

6208’ and cmt lst stage ¥/580 sx & Znd stage ¥/79@ sx.

®

far production.

RDMO rotary, install vellhead, run cement bond log, perforate and stimulate

IN ADOVE STACE DESCRIDCG PROMOSED FROGRAM: 1! (roparal Is to deepen, give data on present penductive zone and proposed new productive zone. 1l proposal Is 1o drll or
deepen direcionally, give pentinent data on subsuriace loentibne and measured and true vertieal depths, Give blowout preventer program, if any.
.

aT . 7 -
d
...,.m.'/- nrr . Operations Fngineer nate 10-29-93
|‘rm—u.~—|mce for Federal or State ofiice une)
FEAMIT NO. APIROTAL DATE
Appiiction spproval doss nat warrant ot certily that the applicant hoids legal or equitable title 1o thase rigits In the subject lease which would entitie the apr o Juct operations th
”

CONDITIONS OF ATTROVAL, IF ANY:

AFPROVED BY nne

DATR

*See Instructions On Reverse Side 2 |0

rnAns
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PLAT SHOWING PROPOSED

aviogd 1
Kalger-Francis Uil (o,

WELL LOCATION AND LEASE ROAD IN Pure Gold *A® Fed. #13
SECTION 16 & 21, T-23-S, R=31-E, N.M.P.M. Eddy County, N
EDDY COUNTY, NEW MEXICO
EAST = G.LO. - 2641.65) (EAST - G.LO. - 2641.89)
l (S r3900" £ - MEAS. — 2842.83) (S 8Y58°10° £ - MEAS - 2845.08)
| g_
a’-n; AL a0 o A 7 /;N i 2025° 16 1 15
L. __.J 21| 22

(N 0002 W ~ GLO. - 3280.00°)
N 000200° ¥ - MEAS - 1284.00)

20

ey
|
N

i ]
umtmj \V3 arsuo’ v

N

I
‘ KNSER—FRANCIS o COMPANY
| PURE GOLD *A° FEDERAL * /13
| GROUND ELEVATION : 3373
h‘\ asTvG

LERSE Ao

(s 0002 £ ~ GLO. - 5280.00°)
(S OTOFIS £ - MAS - 5283347

211 22
P = = - TR WS e
29 | 28 & oo or s s 209 28 | 270w
NN
PLAN VIEW .
1” = 10Q0°’ 7 233 1378
200°
S Ny
R oA [L 200° 3
~N- Sexnow (v o’ PROPOSED
WELL LOCATION
ELEV. - JI7T”
Enmm
RO
N ! 10"
J371 Hioq
DETAIL VIEW 5550
1" = 100’
KAISER-FRANCIS OIL COMPANY |22i&__ts siom
DATE: SEPTEMBER 3, 1993
NO. REVISION DATE | BY ODESSA, rEXAS JOB NO.: 97707
SURVEYED BY: R.J.O. SURVEYING AND MAPPING BY
DRAWN BY: V.H.8. TOPOGRAPHIC LAND SURVEYORS 48 SE
APPROVED 8BY: L.w.8. MOLAND, TEXAS SUEEY 1 OF
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APPLICATION FOR PERMIT TO DRILL
KAISER-FRANCIS OIL COMPANY
Pure Gold "A® Federal No. 13
Surface Location: 1@’ FSL & 2025’ FEL Sec 16
Bottomhole Location: 1951’ FNL & 2171’ FEL Sec 21
Eddy County, Nev Mexico

In conjunction with Form 3160-3, Application for Permit to Drill, Kaiser-Francis
Oil Company submits the following items of pertinent information in accordance
with Onshore 0il & Gas Order Hos. 1 & 2, and vith all other applicable federsl
and state regulations.

1. The geologic surface formation is Quaternary alluvium
and other surficial deposits.

2. The estimated tops of geologic markers are as follovs:
Delavare 4150’
Bone Springs 8000’
D 8200’

3. We do not anticipate encountering vater, and oil and gas

formations are as follows:
Delavare

4. Proposed Casing Program: See Form 3160-3 and Exhibit A.

5. Pressure Control Equipment: See Exhibit B.

5. Mud Program: See Exhibit C.

7. Auxiliary equipment: Blowvout preventer.

8. Testing, Logging, and Coring Programs: MNo DST’s are
anticipated. Approximately 235 rotary drilled sidewall
vireline cores vill be taken in variocus Delavare zones
betwveen 35908’ to 7900’. Electric logs will consist of
a Compensated HNeutron/Litho Density w/Gamma Ray and
Caliper and a Dual Laterolog. A Mudlogging unit will be
used from 415@’ to TD.

3. No abnormal pressures, no abnormal temperatures and no
H2S are expected.

10. Anticipated starting date: As soon as possible.

1~



EXHIBIT A
KAISER-FRANCIS OIL COMPANY
Pure Gold "A* Federal #i3

Eddy County, Nev Mexico

SUMMARY

Drilling, Casging and Cementing Program

Drill 17-1/2" hole to 70@’ and run 13-3/8", 48%#, H4@ casing. Use guide
shoe on bottom joint vith a float insert 1 joint above the guide shoe.
Run 1 centralizer per joint on bottom 3 joints. Cement with 500 sx Class
"C" + 2% CaCl +« 1/4 pps Cello Flake lead cement folloved by 200 sx Class
"C* + 2% CaCl. Drop top plug and displace cement with mud.

Nipple up and install BOP’s. Cement shall be alloved to stand 12 hours
under pressure. After 24 hours test casing to 600 psi for 3@ minutes and
drill out cement. After drilling the plug and below the casing seat, test
again to 600 psi for 30 minutes.

Drill 11" hole to 4070’ and run a 8-5/8%, 32#, J35 casing. Use guide shoe
on bottom and a float collar 1 joint above the shoe. Use 1 centralizer
per joint on bottom 5 joints and 5 other centralizers. Cement vith 8@0 sx
Class C Lite (35:65:6) + 9.5 pps salt + 1/4 pps Celloflake lesd cement
folloved by 200 sx Class C + 1% KC1 + 5 pps salt. A Fluid Caliper vill be
run to determine the exact volume of cement required to circulate cement
to the surface.

Nipple up and install BOP’s. Cement shall be alloved to stand 12 hours
under pressure. After 24 hours test casing to 1000 psi for 3@ minutes and
drill out cement. After drilling the plug and belov the casing seat, test
again to 1080 psi for 3@ minutes.

Go in hole with 7-7/8" bit + 6-1/4" x 3@’ non-magnetic drill collar + (18)
6-1/4" steel drill collar. Drill 7-7/8" hole to KOP of 4200’ and survey
vith non-magnetic instrument at 4200’. POOH for angle building assembly.

Go in hole with 7-7/8" bit + 6-1/2" slov-speed motor + 1-1/2" bent sub +
6-1/4" x 30’ non-magnetic drill collar + steel drill collars. Orient tool
face properly, deflect wvell bore tovard proper direction. Start angle
building run. Drill with this assembly building approximately 2-1/2
degrees per 10@ feet of hole in the proper direction until a maximum angle
of 31 degrees @5 minutes is obtained plus or minus to 5443’ M.D. POOH for
packed hole assembly.

Go in hole with 7-7/8" bit + 6 point roller reamer + short drill collar -+
3 point collar roller reamer + 6-1/4" non-mag drill collar + 3 point
roller reamer + 6-1/4" steel drill collar + 3 point roller reamer + (20)
6-1/4" drill collars. Drill hole maintaining 31 degrees and @5 minutes
deviation plus or minus 76Q9’ TVD and continue to drill to TD with the
same devistion to plus or minus 820@° TVD.



ey e

Run 5-1/2*, 174, K35 casing vith a stage tool at approximately 6200’. Use
s float shoe on bottom and & float coller 1 joint above the shoe. Use 1
centralizer per joint on bottom 5 joints and as required across potential
productive intervals. Cement the first stage with 580 sx Class H +
additives, and cement the second stage vith 690 sx Class C Lite (35:65:6)
lead cement folloved vith 10@ sx Class C neat. The exact volume to bring
the cement top to 4000’ will be determined after logging the vell.

Perforations and stimulation treatments vill be determined after running
electric logs and setting the 5-1/2* casing.

LiD '
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Form 3168-3 : SUBMIT IN TRIPLICATE*  Fomm approved.
(December 1999) : UNITED STATES (Other lnstructions on N Budget Buresu No. 10040136

reverse slde) Expires: December 31, 1991

DEPARTMENT OF THE INTERIOR

G. LEAEE DRGIUNATION AND SERIAL NO.
BUREAU OF LAND MANAGEMENT . " NM38464
APPLICATION FOR PERMIT TO DRILL OR DEEPEN I IRBAR, SLLsERs on TRies Rius
1a. TIFZ OF WoaK " ] , :
DRILL DEEPEN D 1. ONIT A0ASSMBNT NaMS
b. TIPE OF WBLL o :
witL WeLL ornza TORE Tons 8. ranM on LAAT HAMR, waLL 0.
2 XAMB oF orsaiTos Pure Gold A Federal
Kaiser-Francis 0il Company : ) o 8. anwaia
3. ADOREES MO TRENWONG MO cn 14
p 0. Rox 21468, Tulsa, Oklahoma 74121-1468 . 10. 71810 AND TOOL, OR WILDCAT
4 nca'n?u o WLl (Repert locatioa cleariy and Ia accordanes Wilh any Biate requirements.®) , - West Sand Dunes
suriace
Surface: 10' FSL & 2160' FEL Sec ;6 1L :::u:;.g;'l;.ol‘::‘l.
At proposed prod. zeae .
Bottomhole: 480' FNL & 2160' FPEL Sec 21 Sec 21,T23S,R31E
14. DIATANCE IN MILES AND DIRERCTION FROM NRAREST TOWN 0L POST OFrics* 12. COUNTY OA Panisn 18, sTATR
17 miles East from Loving Eddy NM
10. DIATANCE FROM PROTURRD® 16, XO. OF ACARS IN LEASE 17. NO. OF ACRES ABSIONED
t::::‘-or': :: :::::.zxn rr. 480 TO TS wRLL
(Alse to aeazest drig. wolt jlne, If nr) E&SO' BHL 640 40
13, DISTANCE FROSM FROCOSED LOCATION® 19, raoroszo pErTit 20. ROTART OB CABLE TOOLS
TO NEARKST WETLL, BAILLING, COMPLETED,
QR AFPLIZD FO&, ON TRIS LEASEK, FT. A 2660' 8100 ™D . Rotary
21. sLavATIONS (Show whether DF, RT, GR, cle.) . . : - 22. ATFROX, DATS WORK WILL aTaRT*
3372' GL
3. PROPOSED CASING AND CEMENTING PROGRAM
8I1TE OF NOLE ORADR STE OF CASING i WEIGHT I'EA roor SETTING DEFTIL QUANTITY OF CEMBNT
17-1/2 13-3/8 _ 484 - 700 700 sackd circulated
11 8-5/8 2% 4070 1000 sacks circulated
7-7/8 5-1/2 17# 8100 TVD 1370 sacks tie back @ least
200' into 8-5/8"
Stage tool @ 6200
1. MIRU Rotary. ’
5. prill 17-1/2" hole to 700', run & set 13-3/8" surface csg & cmt w/700 sx.
3. Install 3000# BOP & test to 600%#.
4. Drill 11" hole to 4070', run & set 8-5/8" intermediate c¢sg & cmt w/1000 sx.
S. Test csg to 1000#.
6. Drill 7-7/8" hole to 8100' TVD & run electric logs.
7. If hydrocarbons are indicated, run & set 5-1/2" csg & TD w/stage collar at 6200°
and cmt 1lst stage w/850 sx & 2nd stage w/790 sx.
8. RDMO rotary, install wellhead, run cement bond log, perforate and stimulate for
production.
INABOVESPACBDQGUMPROPOSEDPRDGW ltrrnpuul-usdeepm\ give dalnm,.. t Ivs zons and proposed new productive zone. I proposal la 10 deill or
pen Ji ily, give pe % dais on subsurface | and d and true jeal deptha. Olv. X prevenier prog il any,
m. N -
‘ 7 . »
RtxXED nme Operations Engineer oats —10-~8-93

o

(Thiu_l—p-cu {or Federal or State oflice uae)

PERMIT XO. APIROVAL DATE

Application apreoval does not wrerant o certify that the applicant holds legal or equitnble Llle Lo those rigits In the subjest lease which would entitls the appiicant lo conduct aperations thereon.
CONDHIONS OF APPROVAL, IF ANY

ol

- APPROVED BY : Tma DATE

*See Insirvetions On Revene Side 44



PLAT SHOWING PROPOSED
WELL LOCATION AND LEASE ROAD IN

SECTION 16 & 21, T-23-S, R-31-E, N.M.P.M.

EDDY COUNTY, NEW MEXICO

Exhibit E

Kaiger-Francis 0il Company
Pure Gold "A" Fed f14

Eddy County, Nev Mexico

(EAST - GL.O. - 2641.69) (EAST = G.LO. - 2041.83)
I (S 89°8900° £ ~ MRS, - 2442.477) (3 arss Iﬂ' £ = MEAS. ~ 284508")
A 2160"
Ldlindl i &;ﬁ 16 15
L-{_ i L L] 21| 22
|
sl
H | -
]
| KAISER—FRANCIS OIL COMPANY
Lyl PURE GOLD *A* FED 114
33 | GROUND ELEVATION : 3372°
v,
!'n L\m
-b | LEASE ROAD
&a l
Eﬁ |
zy |

($ 000 £ - GLO. ~ 5280.00)
(S OO00'15" £ - MEAS ~ 3781X4°)

20 21| 22
{WEST - G.LO. - 37 A CAP
29| 28 v 875901 W ~ m;2:|;:74):20') 28 | 27mmen)
AN
PLAN VIEW .
D 535
1" = 1000° 077 1378
200
g 200° -7J~L o 47 §
-N- o PROPOSED secnow uve
WELL LOCATION
ELEV. ; 1372
PROPOSED
LEAST ROvO
\ 1o
JI7ere 2
DETAIL VIEW 535
1" = 100"
. SCALE: AS SHOWN
KAISER-FRANCIS OIL COMPANY |oce servewser 3 oo
NO.] REVISION | DATE | BY ODESSA, TEXAS Joa NO.. 97708
SURVEYED BY: R.J.0. SURVEYING AND MAPPING 8Y
DRAWN BY: V.H.B. TOPOGRAPHIC LAND SURVEYORS 48 SE
APPROVED BY: LW.B. o MIDLAND, TEXAS SHEET : 1 OF 1
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Submil e

Datrct Office . State of New Mexica u...ﬁi‘:"“ftl‘:%
Siate Lease - 4 copes Energy, Minerals, and Natural Resources Department

DISTRICT 1

P. 0. Box 1980

Hobbs, NM 88240 OIL CONSERVATION DIVISION

P. 0. Box 2088

DISTRICT 1 -
FT%’&? 00 Santa Fe, New Mexico B7504-2088
Artesia, NM 88210
DISTRICT [IL
1000 Rio Brazos Rd WELL LOCATION AND ACREAGE DEDICATION PLAT
Aztec, NM 87410 All distonces must be from the outer boundories of the section.
Operalar Lease =" »aw " Well No.
KAISER -~ FRANCIS OIL COMPANY PURE. GOLD "A" FED 14
Unit Lettar Section Township Range County
0 16 23 SOUTH 31 EAST, N.M.P.M. EDDY
Actual Footage Locatien of Well
10 feat from the SOUTH line and 2160 feet from the EAST lne
Ground Lavel Kiev. Producing Pormation Poal
3372 Delaware West Sand Dunes 40 Aeres
. Qutline the acreage dedicated to the subject well by colored pencil or hachure marks on the plot below.
2. If more than one lease is dedicated to the well, outline eoch and identify the ownership thereof (both as
to working interest and royaity).
3. If more than one lease of differenl ownership is dedicated to the well, have the interest of all the .owners

been consolidated by communmzotlon, unltlzotlon, forced—pooling, etc.?

Yes O No If onswer is "yes®, type of consolidation
if the answer is “no”, list the owners ond tract descriptions which have octuaily been consolidated. (Use
the reverse side of this form if neccessory.)
No ailowable will be oasigned to the well until all interests hove been consoclidated (by communitization,
unitization, forced—pociing, or otherwise} or until a non—standard unit, eliminating such interest, has been
approved by the division.

P OPERATOR CERTIFICATION
! ! hereby certify that the
] information herein is (rue oncd
! complete to the best of my
: knowledge and belief.

[

!

i

]

!

e it
e i
Printtd Name .

""""" T N S Milton Griffin
Bottomhole. Location is 48d FNL & 2160' E‘éL Sec 21 Posillon
Operations Engineer

Company

Kaiser-Francis 0il Co. :
Date

October 8, 1993

This acreape dedicated to ‘the subject welq is the NW/4
NE/4 Sec :21, T23S, R31lE

1
i

SURVEYOR CERTIFICATION |

! hereby certify that the
well Jocation shown on (his plat
was plotted from field notes of
actval surveys made by me or
under my supervision, and thot
the same is true ond correct
to the best of my know/edge
and belief.

Dats Surveyed
SEPTEMBER 3, 1993

Signature and Sesl of
Professional Surveyer

C%—,C\_——B

Certifickls Neo.

0% 330 6e0 950 1320 1850 1980 2310 2640 2000 1500 1000 500 o 18 #9770R VI

LARRY ¥W. BUSBY R.P.S. #11393




APPLICATION FOR PERMIT TO DRILL
KAISER-FRANCIS OIL COMPANY
Pure Gold "A" Federal No. 14
Surface Location: 10’ FSL & 2160’ FEL Sec 16
Bottomhole Location: 480’ FNL & 21608’ FEL Sec 21
Eddy County, New Mexico

In conjunction with Form 3160-3, Application for Fermit to Drill, Kaiser-Francis
Oil Company submits the folloving items of pertinent information in accordance
vith Onshore 0il & Gas Order Nos. i & 2, and wvith all other applicable federal
and state regulations.

1. The geologic surface formation is Quaternary alluvium
and other surficial deposits.

2. The estimated tops of geologic markers are as follows:
Delavare 4150’
Bone Springs 8000’
D 8100’

3. We do not anticipate encountering vater, and oil and gas

formations are as follows:
Delawvare

4. Proposed Casing Program: See Form 3160-3 and Exhibit A.

S. Pressure Control Equipment: See Exhibit B.

e. Mud Program: See Exhibit C.

7. Auxilisry equipment: Blowout preventer.

8. Testing, Logging, and Coring Programs: No DST’s are
anticipated. Approximately 25 rotery drilled sidevall
vireline cores vill be taken in various Delawvare zones
between 5900’ to 7900’. Electric logs will consist of
a Compensated MNeutron/Litho Density w/Gamma Ray and
Caliper and a Dual Laterolog. A Mudlogging unit will be
used from 4150’ to TD.

S. No abnormal pressures, no abnormal temperatures and no
H2S are expected.

1a. Anticipated starting date: As soon as possible.

e



EXHIBIT A
KAISER-FRANCIS OIL COMPANY
Pure Gold “A" Federal #14

Eddy County, Nev Mexico

SUMMARY

Drilling, Casing and Cementing Program

Drill 17-1/2° hole to 7@@’ and run 13-3/8%, 48#, H40 casing. Use guide
shoe on bottom joint with a float insert 1 joint above the guide shoe.
Run 1 centralizer per joint on bottom 3 joints. Cement vith 500 sx Class
"C* + 2% CaCl + 1/4 pps Cello Flake lead cement followed by 20@ sx Class
*C* + 2% CaCl. Drop top plug and displace cement with mud.

Nipple up and install BOP’s. Cement shall be alloved to stand 12 hours
under pressure. After 24 hours test casing to 600 psi for 3@ minutes and
drill out cement. After drilling the plug and belav the casing seat, test
again to 600 psi for 3@ minutes.

Drill 11* hole to 407@’ and run a 8-5/8", 32#, J35 casing. Use guide shoe
on bottom and a float collar 1 joint above the shoe. Use 1 centralizer
per joint on bottom 5 joints and 5 other centralizers. Cement vith 800 sx
Class C Lite (35:65:6) + 9.5 pps salt + 1/4 pps Celloflake lead cement
folloved by 20@ sx Class C + 1% KC1 + S pps salt. A Fluid Caliper vill be
run to determine the exact volume of cement required to circulate cement
to the surface.

Nipple up &nd install BOP’s. Cement shall be ellowed to stand 12 hours
under pressure. After 24 hours test casing to 1000 psi for 3@ minutes and
drill out cement. After drilling the plug and belov the casing seat, test
again to 1000 psi for 30 minutes.

Go in hole with 7-7/8" bit + 6-1/4" x 30’ non-magnetic drill collar + (18)
6-1/4" steel drill collar. Drill 7-7/8" hole to KOP of 4208’ and survey
vith non-magnetic instrument at 420@’, POOH for angle building assembly.

Go in hole with 7-7/8" bit + 6-1/2" slov-speed motor + 1-1/2" bent sub +
6-1/4" x 30’ non-magnetic drill collar + 20 steel drill collars. Orient
tool face properly, deflect vell bore tovard proper direction. Start
angle building run. Drill vith this assembly building approximately 2-1/2
degrees per 100 feet of hole in the proper direction until a maximum angle
of 1@ degrees 48 minutes is obtained plus or minus to 6231’ M.D. POOH for
angle holding assembly.

Ga in hole with 7-7/8" bit + & point roller reamer + short drill collar +
3 point collar roller reamer + 6-1/4" non-mag drill collar + 3 point
roller resmer + 6-1/4" steel drill collar + 3 point roller reamer + (20)
£-1/4" drill collars. Drill hole maintaining 1@ degrees and 48 minutes to
the TVD depth of 6632’. POOH for angle dropping assembly.

M
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Go in hole vith 7-7/8" bit + 6-1/4" non-magnetic drill collar + 3 point
roller reamer + (20) 6-1/4" steel drill collaers. Drill the hole dropping
at 1-1/2 degrees per 100’ deviation into the Bone Spring plus or minus
7347.74" TVD. At this point you vill be vertical and you will continue to
drill to a TVD of 81i@0°.

Run 5-1/2%, 17#, KSS casing vith a stage tool at approximately 620@'. Use
8 float shoe on bottom and a flost collar 1 joint above the shoe. Use 1
centralizer per joint on bottom 5 joints and as required across potential
productive intervals. Cement the first stage vith 580 sx Class H +
additives, and cement the second stage with 690 sx Class C Lite (35:65:6)
lead cement followed vith 108 sx Class C neat. The exact volume to bring
the cement top to 4000’ will be determined after logging the well.

Perforations and stimulation treatments vill be determined after running
electric logs and setting the 5-1/2" casing.

oD



SUDMIT IN TRIPLICATE® Form approved.

Form 3160-3
{Uther Inntructinne on Budget Buresu No. 1004-0136
ecember 1990) UNITED STATES revesne slde) Eqpires: December 31, 1991
DEPARTMENT OF THE INTERIOR G. LEZASE DESIGNATION ARD BRRIAL WO.
BUREAU OF LAND MANAGEMENT NM38463
APPLICATION FOR PERMIT TO DRILL OR DEEPEN O I IO Ko oR T
ia. TITEZ OF WORK
DR".L m DEEPEN D T. UNIT AORBBMENT KaAMN
b. TITE OF WERLL .
L wELL orneEx ToKe romz 5. PARM OR LAASE Nas L MO, ’
2, NAME OF OFERATICA Pure Gold B Federal
iser-Francis 0il Company 3. an Lo
3. ADORDEI A2 TELEFIONE MO, ' 7
. 10. FIELD AND roolL, OR WILDCAT
—P.0. Box 21468, Tulsa, OIL 7412]1-1468
4. x&:c:l*‘r'l?.ne:r wELL (%enort locatlion :?nrly and In accordance wilh any Btate requirements.®) | Wwest Sand Dunes
2100* FSL & 1600' FEL e daris o e
At proposed prod. aome :
1988' FNL & 1834' FEL . Sec 20, T23S, R31E
14, DIRTANCE IN WILES AND DIRECTION FROM REAREST TOWN OR POST OFFicR® 12. COUNTY om razisn| 13. starz
17 miles East from Loving Eddy NM
lb.—_::"ici‘ir;g: ;;o:'::::\;ur 1834' . 18, NO. OF ACAES IN LEABK 11. NO. OF ACAEZR ABSIONED
PROPEATY OR LEAAR LINE, f TO T8 wELL
(Also to pearest drig. uuu llne if any) 514 640 40
13. DIRTANCE TROM TROTOAED LOCATIONS® 10. ruvroszo perrit 20. ROTARY OR CABLE TOOLS
on APFUIED FON, oM TRYS LaaBS, 1. 1340" 8100' TVD Rotary
21, survarions (Show whether DF, NT, GR, ete.} . | 22. ATrROX. DATE WORK WILL GTART®
3341 '
. PROPOSED CASING AND CEMENTING PROGRAM
sIZE OF nOLE ! ORADR, SIZD OF CASING ! WERIGHT FER FOOT RETTING DEFTIN QUANTITY OF CEMENT
17-1/2 13-3/8 484 - 700 700 sacks Circulated
11 8-5/8 32# 4070 1000 sacks Circulated
7-7/8 5-1/2 174 8100' TVD 1370 sacks tie back @ least

200' into 8-5/8"
Stage tool @ 6200

1. MIRU Rotary. *

2. Drill 17-1/2" hole to 7@0@’' run & set 13-3/8" surface csg & cmt v/700 sx.

3. Install 3000# BOP & test to 6004%4.

4, Drill 11® hole to 4@7@’, run & set 8-5/8" intermediate csg & cmt w/1000 sx.

3. Test csg to 10004.

6. Drill 7-7/8" hole to 8100’ TYD & run electric logs.

7. If hydrocarbons are indicated, run & set 5-1/2® csg @ TD w/stage collar at
' 6200’ and cmt lst stage w/580 sx & 2nd stage v/790 =x.

8. FDMO rotary, install wellhead, run cement bond log, perforate and stimulate

for production.

IN ANOVE STACE DESCRIDBE PROPOSED PROGRAM: I propasal is to deepen, give dats on present productive zone and proposed new productive zone. I proposal s to deill or
deepen directionally, give pertinent data on subswc(ace loxations and measured and true vetical depths. Give blowout preventer program, I( any.

T . ]
axrn mmre__Qperations Engipeer DATE 11-2-93

(Th:;nce for Federal or State ofice une)

FERMIT NO, ATIROVAL DATE

Application approval does not warrnt or ceetify that the applicant holds legal or equitable Litle to those rights in the subject lease which would entille the applicant to conduct operations thereon.
CONDITIONS OF AFFROVAL, 1P ANY! N

AFFTROVED NY TTLE DATE

*See Instruetions On Reverse Side 5;

T\\!r R s . fuu n Yf‘f‘l mobrs 3t A criaoe for any prreon knnwinr'iy and witllully ta make ta any departrent ar apeney of the

[ TN



PLAT SHOWING PROPOSED
WELL LOCATION AND LEASE ROAD IN

SECTION 20, T-23-S, R—-31-E, N.M.P.M.
EDDY COUNTY, NEW MEXICO

txbhorbit L
Kaiser-Francis Oil Co.
Pure Gold "B" Fed. #7
Eddy County, RH
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KAISER—FRANCIS OIL COMPANY
PURE GOLD FEDERAL "B~ 17
GROUND ELEVATION : J341°
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mea) 30 | 29 (A/a(;azrw' as"—oms?zfg.;:' 3819 29 | 28
PLAN VIEW 400"
1" = 1000’ I X341°
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] 100
DETAIL VIEW __ _'_ . N ] . L
1 = 100"
KAISER - FRANCIS OIL COMPANY [ioc oot
DATE: SEPTEMBER 2, 1993
NO. REVISION | DATE | BY QODESSA, TEXAS JOB NO.: 97699
SURVEYED BY: R.J.0. SURVEYING AND MAPPING BY
DRAWN BY: V.H.B. TOPOGRAPHIC LAND SURVEYORS 48 SE
APPROVED BY: LW.B. MIDLAND, TEXAS SHEET : 1 OF i
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Submit lo the Approprigte
Destrict Office

State Lease

=4 copes Energy, Minerals, and Natural Resources Department

Fee Lease — J copies

DISTRICT

I

F. 0. Box 1980

Hobbs, NM 88240

DISTRICT

D1
1000 Rio

Aztec, NM 87410

)¢

State of New Mexico

OIL CONSERVATION DIVISION

P. O. Box 2088

P. O. Drower D,o.‘,‘,, D0 Santa Fe, New Mexico 87504-2088

Artesia, NM 88210

Form C-102
Revised 1-1-89

Braozos Rd WELL LOCATION AND ACREAGE DEDICATION PLAT

All distonces must be from the outer boundories of the section.

2.

3.

Operator Laase Well No.
KAISER - FRANCIS OIL COMPANY PURE GOLD FEDERAL ‘B’ 7
Unit Letter Section Township Range County
d 20 23 SOUTH 31 BAST, N.M.P.M. EDDY

Actual Footags Localiom of Well

2100 feet from the SOUTH line and 16800 feet from the EAST iine
Ground Level Klev. Producing Formation Pool

3341’ Delaware West Sand Dunes 40 Acres

to working interest and royoity).

If more thon one lease of different ownership is dedicated to the well, have the interest of all the owners

1. Outline the ocreage dedicated to the subject well by colored pencil or hachure morks on the plat below.
If more than one lease is dedicated to the well, outline each ond identify the ownership thereof (both as

been consolidated by communitization, unitization, forced—pooling, etc.?

yes [J No If answer is "yes”, type of consolidation
If the answer is "no”, list the owners ond troct descriptions which have octuclly been consolidated. (Use

the reverse side of this form if neccessary.)

No allowable will be assigned to the well until ail interests have been consolidated (by communitization,
unitization, forced—pooiing, or otherwise) or until o non—standard unit, eliminating such interest, has been

approved by the division.
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OPERATOR CERTIFICATION

! hereby certily that the
information herein is trve and
complete to the best of my
knowledge and belief..

- Y
8

rinted Name
Milton Griffin

Position .
Operations Engineer ‘

Company !

Kaiser-Francis 0il Co.

Date
November 2, 1993

SURVEYOR CERTIFICATION |

! hereby certify that the
well location shown on this plat
wos plotted from riald notes of
actvol/ surveys mode by rme or
under my supervision, ond that
the some /s true ond correct
to the best of my knowledge
and belief.

Date Surveyed
SEPTEMBER 2, 19863

Signature and Seal of
Professional Surveyor

(UL S

Ceruw -
LARRY W, BUSBY R.P.S. #11398

JOB #97699./ 48 SE  V.H.E.

-



APPLICATION FOR PERMIT TO DRILL
KAISER-FRANCIS OIL COMPANY
Pure Gold "B* Federal No. #7
Surface Location: 2108’ FSL & 160@’ FEL
Bottomhole Location: 1988’ FNL & 1834’ FEL
Eddy County, Newv Mexico

In conjunction vith Form 316@-3, Application for Permit to Drill, Kaiser-Francis
0il Company submits the folloving items of pertinent information in accordance
with Onshore 0il & Gas Order Nos. 1 & 2, and vwith all other applicable federal
and state requlations.

1. The geologic surface formation is Quaternary alluvium
and other surficial deposits.

2. The estimated tops of geologic markers are as fallovws:
- Delavare 4150’
Bone Springs aeoe’
D 8100’

3. We do not anticipate encountering waeter, and oil and gas

formations are as follovs:

Delavare
4. Proposed Casing Program: See Form 3160-3 and Exhibit A.°
3. Pressure Control Equipment: See Exhibit B.

6. Mud Program: See Exhibit C.
7. Auxiliary equipment: Blovout preventer.

8. Testing, Logging, and Coring Programs: No DST’s are
anticipated. Approximately 235 rotary drilled sidevall
vireline cores vill be taken in various Delavare zones
betwveen 3900’ to 79@@’. Electric logs vill consist of
a Compensated Neutron/Litho Density vw/Gamma Ray and
Caliper and a Dual Laterolog. A NMudlogging unit will be
used from 41350’ to TD.

9. No abnormal pressures, no abnormal temperatures and no
H2S are expected.

10. Anticipated sterting date: As scon as possible.



EXHIBIT A
KAISER-FRANCIS OIL COMPANY
Pure Gold "B* Federal #7
Eddy County, New Mexico

SUMNARY

Drilling, Casing and Cementing Program

Drill 17-1/2" hole to 700’ and run 13-3/8", 48#, H40Q casing. Use guide
shoe on bottom joint vith a float insert 1 joint above the guide shoe.
Run 1 centralizer per joint on bottom 3 joints. Cement with 500 sx Class
*C* + 2% CaCl + 1/4 pps Cello Flake lead cement followed by 200 sx Class
"C" + 2% CaCl. Drop top plug and displace cement with mud.

Nipple up and install BOP’s. Cement shall be alloved to stand 12 hours
under pressure. After 24 hours test casing to 600 psi for 30 minutes and
drill out cement. After drilling the plug and belov the casing seat, test
again to 600 psi for 30 minutes.

Drill 11" hole to 407Q' and run a 8-5/8", 32#, JISS casing. Use guide shoe
on bottom and a float collar 1 joint above the shoe. Use 1 centralizer
per joint on bottom 5 joints and S other centralizers. Cement with 800 sx
Class C Lite (35:65:6) + 9.5 pps salt + 1/4 pps Celloflake lead cement
folloved by 20@ sx Clags C + 1% KCl1 + 5 pps salt. A Fluid Caliper will be
run to determine the exact volume of cement required to circulate cement
to the surface.

Nipple up and install BOP’s. Cement shall be alloved to stand 12 hours
under pressure. After 24 hours test casing to 1000 psi for 3@ minutes and
drill out cement. After drilling the plug and belov the casing seat, test
again to 1000 psi for 30 minutes.

Go in hole vith 7-7/8" bit + 6-1/4" x 3@’ non-magnetic drill collar + (18)
6-1/4" steel drill collar. Drill 7-7/8" hole to KOP of 4150’ and survey
with non-magnetic instrument at 415@°'. POOH for angle building assembly.

Go in hole with 7-7/8" bit + 6-1/2" slov-speed motor + 1-1/2" bent sub +
6-1/4" x 3@’ non-magnetic drill collar + steel drill collars. Orient tool
face properly, deflect wvell bore tovard proper direction. Start angle
puilding run. Drill vith this assembly building approximately 2
degrees per 10@ feet of hole in the proper direction until a maximum angle
of 19 degrees 20 minutes is obtained plus or minus to 5117’ M.D. POOH for
packed hole assembly.

Go in hole vith 7-7/8" bit + 6 point roller reamer + short drill collar +
3 point roller reamer + 6-1/4" non-magnetic drill collar + 3 point roller
reamer + 6-1/4" steel drill collar + 3 point roller reamer + (20) 6-1/4"
drill collars. Drill hole maintaining 19 degrees 20 minutes deviation
plug or minus 760@' TYD and continue to drill to TD with the same
deviation to plus or minus 8100’ TVD.

~
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Run 5-1/2", 17#, KSS casing vith a stage tool at approximately 6200°'. Use
a float shoe on bottom and a float collar 1 joint above the shoe. Use )
centralizer per joint on bottom 5 joints and as required across potential
productive intervals. Cement the first stage vith 580 sx Class H +
additives, and cement the second stage vith 690 sx Clasas C Lite (35:65:6)
lead cement followved with 100 sx Class C neat. The exact volume to bring
the cement top to 4000’ vill be determined after logging the vell.

Perforations and stimulation treatments will be determined after running
electric logs and setting the 5-1/2*® casing.
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FLAL DNIUWING  FRUtUotU

WELL LOCATION AND LEASE ROAD IN
SECTION 20, T-23-S, R-31-E, N.M.P.M.
EDDY COUNTY, NEW MEXICO

Kateer francic 01 o,

Pure Gold "B"
Eddy County,
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SCALE: AS SHOWN
KAISER - FRANCIS OIL COMPANY fouce serrever 2. 5993
NO. REVISION | DATE | BY ODESSA, TEXAS JOB NO.: 97701
SURVEYED BY: R.J.0. SURVEYING AND MAPPING BY
DRAWN BY: V.H.B. TOPOGRAPHIC LAND SURVEYORS 48 SE
APPROVED 8Y: LW.B. MIDLAND, TEXAS SHEET : !OOF 1
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Form 3160-3 SUDMIT IN TRITLICATE® Form approved.

0 {Other Inatructinne on Dudget Bureau No. 1004—
(ecember 1990) UNITED STATES reverne ne) Espires: Decomber 31, 1991

DEPARTMENT OF THE INTERIOR . G. LEASR DERIGNATION AND SRRIAL WO,
BUREAU OF LAND MANAGEMENT NM38463

APPLICATION FOR PERMIT TO DRILL OR DEEPEN O IF INBWR, ALLOTTER o8 TinE RaMn-

18. TITE OF WORK

DRILL [z] . DEEPEN D T. UNIT ACARBMENT RaMB
b. TIrR OF WELL .
werL weLL orTnea " TonorLs B T Anow O LI Fwen, WL 0.
2. NAME OF OFRRATOR pure Gold B Federal
. Kaiser-Francis Oil Company ' . Anwmiro,

3. ADORIESS AHD TELIFYIONSE MO, ) : 8’

4121-1468 . 10. FIBLD AND POOL, OR WILDCATY
West Sand Dunes
1950' FSL & 335" FEL 11, amc, T. R, X., OR WLK.

AND BURYEY O8 ARBA

4. LOCATION OoF wzLL (Report Jocatlion cliearly and in accordance with any Blale requirements.®)
At muriace

At proposed prod. sone .
1957' FNL & 505' FEL : Sec 20, T23S, R3lE

14, DINTANCE IN MILZS AND DIRECTION FROM NEARKST TOWN OR [OST OFFICK® 12. COUNTY on ramisn| 18. 8TATE
17 miles East from Loving Eddy NM
10. DIATANCE FROM FROFUSED® 505" 10. NO. OF ACAKS IN LEABE 17. NO. OF ACREM ABSIONED
LOCATION TO REALERT . TO THIA WELL
TROPERTY OR LEAAR LINE, FT. 505!
(Also to aearest drig. unit lise, If any) 040 40
I8 DIRTANCE TADM TFROT'ORIN LOCATION® 10 rroronxo perTn 20. ROTARY OR CABLR TOOLS
70 KEAREST WELS, DAILLING, COMPLETED,
OR AFPLIED FOR, ON TIIS LEASK, FT. 1350° 8100' TVD Rotary
21. ELRYATIONS (Show whether DF, T, CI. ete.) . 22. ATTROX, DATE WORK WILL START®
3348
3. PROPOSED CASING AND CEMENTING PROGRAM
sizz oF nowe ORADR, SIZI OF CASING i WEIGHT I'ER FOOT ARTTING DEFTH QUANTITT OF CEMENT
17-1/2 13-3/8 48# - 700 700 sacks Circulated
11 8-5/8 324 4070 1000 sacks Circulated
7-7/8 5-1/2 174# 8100' TVD 1370 sacks tie back @ least

‘ 200' into 8-5/8"
Stage tool @ 6200’

1. MIRU Rotary. :

2. Drill 17-1/2" hole to 7@@’' run & set 13-3/8" surface csg & cmt w/700 sx.

3. Install 30004 BOP & test to 60GO4.

4. Drill 11* hole to 4@70’, run & set 8-5/8" intermediate csg & cmt v/1000 sx.

3. Test csg to 1000#.

6. Drill 7-7/8" hole to 8100’ TVD & run electric logs.

7. I{ hydrocarbons are indicated, run & set 5-1/2" csg @ TD w/stage collar at
' 6200’ and cmt lst stage v/580 sx & 2nd stage v/790 sx.

a. RDNMO rotary, install vellhead, run cement bond log, perforate and stimulate

for production.

IN ADOVE SPACT: DESCRIDE PROPOSED FROGRAM: I propesal is 1o deepen, give data on present precductive zone and proposed new productive zone. 1{ proposal is to drill or
drepen directionally, give pertinent data on subsuriace locations and measured and true vertical depths. Give blowout preventer program, [ any.

d — ~
24 - )]
7 oL i i
s e Operations Engineer ——— pare

(’I‘ths—lvuce for Federal or State office uae)

11-2-93

PERMIT XO. ATI'ROVAL DATE

Application approval does not warrant or certily that the applicant holds legal oc equitable title 1o these rights In the subject lease which would entitle the applicant to conduct rperations thereon.
CONDITIONS OF AFFROVAL, IF ANY:

AFTROVED Y nMnEe DAlR

*See Instructions On Reverse Side LOO

Title TR ILS.C. Section 100 makes it 0 erime (Ar Aoy perean ltnnw?nr-iv nned willfally to mave ta nny department np apeney af the




123830

Submit to the Appropnate

District Office - . State of New Mexico R...-Z‘:I,"‘.E;l‘,’,é
Stote Lease — 4 copies Energy, Minerals, and Natural Resources Department

Fee Leose ~ 3 copies

DISTRICT 1|

P 0. Box 1980

Hobbs, NM 88240 OIL‘ CONSERVATION DIVISION

P, 0. Box 2088

DISTRICT 1I _
7.0, Drower DD Santa FO; New Mexico B7504-2088
Artesia, NM 88210
DISTRICT I
1000 Rio Brozos Rd WELL LOCATION AND ACREAGE DEDICATION PLAT
Aztec, NM 87410 All distances must be from the outer boundaries of the section.
r Laa Well No.
™" KAISER - FRANCIS OIL COMPANY * PURE GOLD FEDERAL ‘B 8
Unit Letter Section Township Range County
I 20 23 SOUTH 31 BAST, N.M.P.M. EDDY
Actual Footage Location of Well
1950 feet from the SOUTH line and 335 feet from the EAST Uine
Ground Level Klev. Producing Formatien Pool
3348’ Delaware West Sand Dunes 40 Acres

1.
2.

3.

Outline the ocrecge dedicated to the subject well by colored pencil or hachure marks on the piat below.

f more than one legse is dedicoted to the well, outline each and identify the ownership thereof (both as
to working interest and royalty).

If more than one lease of different ownership is dedicoted to the well, have the interest of all the owners
been consclidoted by communitization, unitizotion, forced—pooling, etc.?

O Yes O No If answer is "yes", type of consolidation
If the onswer is "no". list the owners ond troct descriptions which have cctually been consolidated. (Use
the reverse side of this form if neccessary.)
No cilowagble will be ossigned to the well until aoll interests have beean consolidated (by commumnitization,
unitization, forced—pooling, or otherwise) or until 8 non—stondard unit, eliminating such interest, hos been
approved by the division.

OPERATOR CERTIFICATION

! hereby certify that the
information herein rs true and
complete to the best of my
knowledge and belier.

’
e

BHL 1950 Printed Name

—— e e e o ———

NL & 505' FEL
—————————————— Miltan Mmr3E££3-

Position
Operations Engineer 1
Company .
o | Kaiser-Francis Qil Co
Date
November 2, 1993

|

______________ SURVEYOR CERTIFICATION :

! hereby certity thot the
well location shown on this plot

wos plotted from field notes of
octval surveys rmade by me or

under my supervision, ond thot
the same /s (true aond correct
to the best of my knowledge
and belief.

" ———————— > — ————— ———— b e

Date Surveyed
SEPTEMBER 2, 1983

1950’ Signature and Seal of
Professional Surveyor

2

e b e e ]

[ N

P (PP Ut PSR I SRR IR

0 330

" Certllca o
LARRY ¥W. BUSBY R.P.S. #11398

JOB §97701 / 48 SE  VHB.

660 990 1320 1650 1980 2310 2640 2000 1500 1000 500 0




APPLICATION FOR PERMIT TO DRILL
KAISER-FRANCIS OIL COMPANY
Pure Gold "B" Federal No. #8
Surface Location: 195@' FSL & 333" FEL
Bottomhole Location: 1957’ FNHL & 5@05' FEL
Eddy County, Nev Mexico

In conjunction with Form 3160-3, Application for Permit to Drill, Kaiser-Francis
0il Company submits the followving items of pertinent inforwmation in accordance
vith Onshore 0il & Gas Order Nos. 1 & 2, and vith all other applicable federal
and state regulations.

1.

19.

The geologic surface formation is Quaternary alluvium
and other surficial deposits.

The estimated tops of geologic markers are as follovs:

Delavare 4150
Bone Springs 8000’
TD 8100’

¥e do not anticipate encountering water, and oil and gas
formations are as follovs:

Delavare
Proposed Casing Program: See Form 316@-3 and Exhibit A.
Pressure Control Equipment: See Exhibit B.
Mud Program: See Exhibit C.
Auxiliary equipment: Blovout preventer.
Testing, Logging, and Coring Programs: MNo DST’s are
anticipated. Approximately 25 rotary drilled sidewvall
vireline cores vill be taken in various Delavare zones
betveen 53900’ to 7900’. Electric logs vill consist of
a Compensated MNeutron/Litho Density vw/Gamma Ray and
Caliper and a Dual Laterolog. A Mudlogging unit will be
used from 4150° to TD.

No abnormal pressures, no abnormal temperatures and no
H2S are expected.

Anticipated starting date: As soon as possible.



EXHIBIT A
KAISER-FRANCIS OIL COMPANY
Pure Gold "B" Federal 28
Eddy County, HNev Mexico

SUMMARY

Drilling, Casing and Cementing Program

Drill 17-1/2" hole to 700’ and run 13-3/8", 484#, H40 casing. Use guide
shoe on bottom joint with a float insert 1 joint above the guide shoe.
Run 1 centralizer per joint on bottom 3 joints. Cement with 500 sx Class
"C* + 2% CaCl + 1/4 pps Cello Flake lead cement followed by 20@ sx Class
*C* + 2% CaCl. Drop top plug and displace cement vith mud.

Nipple up and install BOP’s. Cement shall be alloved to stand 12 hours
under pressure. After 24 hours test casing to 600 psi for 30 minutes and
drill out cement. After drilling the plug and belov the casing seat, test
again to 60@ psi for 30 minutes.

Drill 11" hole to 4070’ and run a 8-5/8", 32#, J35 casing. Use guide shoe
on bottom and a float collar 1 joint above the shoe. Use ! centralizer
per joint on bottom 35 joints and S other centralizers. Cement vith 80Q sx
Class C Lite (35:65:6) + 9.5 pps salt + 1/4 pps Celloflake lead cement
folloved by 200 sx Class C + 1% KC1 + 5 pps galt. A Fluid Caliper will be
run to determine the exact volume of cement required to circulate cement
to the surface.

Nipple up and install BOP’s. Cement shall be alloved to stand 12 hours
under pressure. After 24 hours test casing to 1000 psi for 30 minutes and
drill out cement. After drilling the plug and belov the casing seat, test
again to 1000 psi for 3@ minutes.

Go in hole vith 7-7/8" bit + 6-1/4" x 3@’ non-magnetic drill collar + (18)
6-1/4" steel drill collar. Drill 7-7/8" hole to KOP of 4150’ and survey
vith non-magnetic instrument at 413Q@’. POOH for angle building assembly.

Go in hole vith 7-7/8" bit + 6-1/2" slow-speed motor + 1-1/2" bent sub +
6-1/4" x 3@’ non-magnetic drill collar + steel drill collars. Orient tool
face properly, deflect well bore tovard proper direction. Start angle
building run. Drill with this assembly building approximately 2
degrees per 100 feet of hole in the proper direction until a maximum angle
of 22 degrees 12 minutes is obtained plus or minus of 5260’ M.D. POCH for
packed hole assembly.

Go in hole with 7-7/8" bit + 6 point roller reamer + short drill collar +
3 point roller reamer + 6-1/4" non-magnetic drill collar + 3 point roller
reamer + 6-1/4" steel drill collar + 3 point roller reamer + (20) 6-1/4"
drill collars. Drill hole maintaining 22 degrees 12 minutes deviation
plug or minugs 7600’ TVD and continue to drill to TD with the same
deviation to plus or minus 810@° TVD.

.S



Run 5-1/2%, 17#, K55 casing vith a stage tool at approximately 6200’. Use
a float shoe on bottom and a float collar 1 joint above the shoe. Use !}
centralizer per joint on bottom 5 joints and as required across potential
productive intervals. Cement the first stage with 580 sx Clsss H +
additives, and cement the second stage with 698 sx Class C Lite (35:65:6)
lead cement followed vith 100 sx Class C neat. The exact volume to bring
the cement top to 4000’ will be determined after logging the vell.

Perforations and stimulation treatments will be determined after running
electric logs and setting the 5-1/2" casing.



Form 3160.3 SUBMIT 1M TRIPLICATE® Foun approved.
3, ’ . (Other Instructlons on Dudget Durcau No. 1004~0136
(Becember 1990 UNITED STATES Feree e "

Expires: December 3, 1991
DEPARTMENT OF THE INTERIOR

G. LE4A8% DEGIUNATION AND SBRIAL MO,
BUREAU OF LAND MANAGEMENT NM38463
APPLICATION FOR PERMIT TO DRILL OR DEEPEN 8T TNDLAN, ALLOTTER O ThISE KINT
1a. TIPE OF WORK
DRILL m DEEPEN D 1. VNIT 10RBAMANT NAM®
b. TIrR OF WELL N
:’l:ll. ?v‘:u ‘ornea ::)':!axl.. lzl‘;!':.:lrl.l 8. PAAM OB LEASE NANR WELL MO,
3 wiuior sremiton Pure Gold B Federal
Kaiser-Francis 0il Company 9. anvaino
1. ADOATSI A1 TELENIOHS MO, . ' el
0 E 2 IEE T .| oK 75121-1468 . ! 10, FiELD AND rOOL, OR WILDCAT
4. ﬂc:urr'?:e:' WELL (lllcwn loe-i‘l‘lc'm clearly and in accordance with any Blale requirementa.®) | West Sand Dunes
11, W T B, M, .
10' FSL & 1960' FEL _ ANo"SuavET Oa AmEA
At proposed prod. none :
667' FNL & 1800' FEL : Sec 20, T23S, R31E
14. DIATANCE IN MILES AND DIRECTION FROM MNERAREST TOWN OR rOST OFFICR® 12. COUNTY oa rasian| 13. srare
17 miles East from Loving Eddy NM
10. DIATANCE FROM PROFUNED® ' 38. NO. OF ACRES IN LEaASE 17. NO. OF ACAZs i331ONEKD
LOCATION TO NEARRST 667 . TO THIS WELL
PROFEATY OR LCASE LINE, FT '
(Alsg to nearest delg. wait lloe, ll any) 667 540 40
i3 Dlan‘m E uo':l llownz'n Locnlm:" : 10 Fuurosso perrit 20. ROTARY OR CABLA TOOLS
TO NEARERST WELI, PRILLING, COMPLRTED,
oR APTUIED Fon, oX TS LEARS, TT. 160" 8100' TVD Rotary
2], s1svarions (Sbhow whether DF, T, CR, cte.) . ] : : 22. AFTROX. DATE WORK WILL STAAT®
3337
4 PROPOSED CASING AND CEMENTING PROGRAM
#i1ZE OF JOLE QRADE, SIZ8 OF CASIHG WEIGINT I'ER ¥OOT RETTING DEFTN ' QUANTITY OF CEMENT
17-1/2 13-3/8 484 - 700 700 sacks Circulated
11 8-5/8 324 4070 1000 sacks Circulated
7-7/8 5-1/2 174 8100* TVD 1370 sacks tie back @ least

200' into 8-5/8"
Stage tool @ 620Q'

1. MIRU Rotary. ' '

2. Drill 17-1/2" hole to 708’ run & set 13-3/8" gurface csg & cmt w/700 sx.

3. Install 3000# BOP & test to 600#.

4, Drill 11" hole to 4@7Q’, run & set 8-5/8" intermediate csg & cmt w/1000 sx.

3. Test csg to 10004#.

6. Drill 7-7/8" hole to 81@@’ TYD & run electric logs.

7. 11 hydrocarbons are indicated, run & set 5-1/2" csg @ TD w/stage collar at
' 6200' and cmt 18t stage v/580 sx & 2nd stage w/790 sx.

8. RDMO rotary, install vellhead, run cement bond log, perforste and stimulate

for production.

IN AROVE SI'ACI". DESCRINE FROPOSED PROGRAM: [ proposal is ta decpen, glve data on present productive zone and proposed new productive zone. [l propasal Is 1o drdll or
deepen direetionally, give pestinest dats on subsuc(ace locations and measured and e vertical depths. Qive blowowt preventer program, I any.

LTB
AlENED __Z%_@A__ nme____Operations Engineer —  aare__12-6-93

(Tloln apace lor Federal or State vflice uae)

FERMIT X0, - ATFROVAL DATR

Application appeaval docs nat warrant or cectifly that the appllcant holds legal or equitable Lille 1o ihose dglis In the suliject lease which would entitle the applicant to condict operations therron.
COMDITIONS OF AFPROVAL, IF ANY:

AFPROVED BY nmne DATH

*See Instivctions On Revesse Side

Tile 1A 1L.5.C. Section 1001, makes It a crime for nny preson kunwh\r_iy and willfully tn make to any departmwent nr apeney of the
United Siates nny [alne, lictitious of (raadulentl statements or representations as to any matter within It jurisdiction.
. ;

[~ &



FLAL SHUWING PRUPUSED
WELL .LOCATION AND LEASE ROAD IN

Lotttk
Kaiger-Francis 0Ll Co.

Pure Gold *B" Fed, 43
SECTION 17 & 20, T-23-S, R-31—-E, N.M.P.M, Eddy County, NN
EODY COUNTY, NEW MEXICO
ISTIVG
IWEASE RO
“ EAST - GLO. - 263373)
“ (S 895900 € ~ MIAS. ~ 2632.4%) |
10!
N — 1
18 [ 17 SN N 1960 —17 {116
19 (20 === ] e
(EAST - GLO. = 2633.73) Kmsnm ‘
(N BS56°28° £ — MEAS. — 2619907 A l
A
|
/ |
(29 8
KAISER—FRANCIS OIL COMPANY I
- FURE GOLD “B" FEDERAL #9 3
~R GROUND ELEVATION : 3337 T
a8 ls3
% 3
&9 : D
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M E
Q
d§ IR
i» lig
a8 N
5
N i\
|
|
|
19 | 20 20] 21
BRALS TAP - — 8
TEAed30 | 29 o S5 £ i S hary 29 | 28
PLAN VIEW 400"
1" = 1000’ 3333 3338
150"
200°
I— T T ——
" . /s - 15 .
| § &/2 1 148 = 200" g
-N- I SECTION INE P adl PROFOSED SECNON LINE
| lwere tocanon
| | £ekve - 3337
f
’ |
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- ﬁl N |
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. . P4 = =¥ _,. .
DETAIL VIEW y 126 ‘ 100
1" = 100’
KAISER - FRANCIS OIL COMPANY [Soe omcn a2 7ee;
NO. REVISION | DATE | BY ODESSA, TEXAS JOB NO.: 30342
SURVEYED BY: R.R. SURVEYING AND MAPPING BY
DRAWN BY: VH.B, TOPOGRAPHIC LAND SURVEYORS 48 SE
APPROVED BY:  VLB. MIDLAND, TEXAS SEET P
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Kaiser-Francis Uil Co.

Pure Gold "B" Fed. #9

VERTICAL PROJECTION
SCALE {" = 564°

S 12' 29’ 38" E ~

Eddy County, N4

KAISER-FRANCIS QIL COMPANY
PURE GOLD FIELD
SECTION 20, T 23 S-R 31 E,
PROPOSED WELL NO. B-9
EDDY COUNTY, NEW MEXICO

HORIZONTAL PROJECTION

4000 SCALE 1* = 169°
4250° KOP -150 SUR.gLOC. 150
SEC. 17
4500
ue at 2° 00’ SEC. 20
SURFACE LOCATION CALLS: E144.17°
5000 10’ FSL -1950.00°FEL (SEC. 17) B
514417 5159° 18° 11’ '
TARGET - 6200° TVD
480.00' FNL - 1800.00' FEL (SEC. 20)
<500 490.00' SOUTH 12 29' 38" EAST
PROPOSED B.H.L.~ B8100° TVD
666.95" FNL - 4800.00° FEL (SEC. 20) 2
693.37° S 12 29° 38" E OF SUR. LOCATION
o
6000 ,)5(?06{- m
- N\ L N 6200.00°
6200.00 (“\9_0; i 6311 18° 11 ¥
502.5f7
~3 NOTE:
6500 HARDLINES ARE iB0' NORTH
AND {50' EAST OF TARGET.
DOWN at 1° 30° 7430.40
BHL
7000 -150 0 150
7430, 40 }—0893:37" 7523° 0° 00°
7500
8000 .
8100.00—893:37" & g493* 0" 00’
LAL T 500 1000

=300

~-750

~1504 !

0



Submit {0 the ~pprepriate

District Office State of New Mexico Rw;::",s;lgg
Stole Lease -~ 4 copias Energy, Minerals, and Natural Resgurces Department
Fee Loose ~'J copies
DISTRICT (1980
. 0. Box
Hobbs, NM 88240 OIL CONSERVATION DIVISION
P. 0. Box 2088
plSTRIZT I Santa Fe, New Mexico 87504-2088
. O, Drawer DD
Artesio, NM 88210
DISTRICT I
1000 Rio Brazos Rd WELL LOCATION AND ACREAGE DEDICATION PLAT
Aztec, NM 87410 All distonces must be from the outer boundaries of the section.
Operator Lease ’rDr Well No.
KAISER -~ FRANCIS DIL COMPANY PURE GOLD ‘B’ FEDERAL 9
Unil Letter Section Township Range County
0 17 23 SOUTH 31 EAST, N.M.P.M. EDDY
Actua) Footasge Localon of Well
10 feet from the SOUTH line and 1960 feot from the EAST line
Ground Level Riev. Producing Formallon Pool
3337 Delaware W. Sand Dunes 40 Aores

2.
3.

Yes

If the onswer is

No

1. Outline the acreage dedicated to the subject well by colored pencil or hachure marks on the piat below.
If more than one lease is dedicated to the well, outline each and identify the ownership thereof (both as
to working interest and royoity).
If more than one legse of different ownership ia dedicated to the well,
been consolidated by communilization, umhzohon forced—pooling, etc7
¥ answer is "yes", type of consolidation

have the interast of qll the owners

"no”, list the owners and tract descriptions which have actuclly been consolidated. (Use
the reverse side of this form if neccessary.)

No oflowable will be assigned lo the well until all interests have been consolidoted (by communitization,
unitization, forced—pooling, or otherwise) or until a non—standard unit, eliminaling such interest, has been
approved by the division.

o o = - - ———
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Thelacreage dedicathd to this welllis the
NW/3 NE/4 Sec 20, TR3S, RILE

- —— —— o - - —

OPERATOR CERTIFICATION

! hereby certify thot the
information herein /s true and
complete to the best of my
knowledge and belief.

31%/ 7
Printed Neme
Milton Griffin

Posilon
Operations Engineer

Company

Date
December 6, 1993

SURVEYOR CERTIFICATION

!/ hereby certily that the
well location shown on this plat
was plotted from field notes of
actual surveys mode by me or
under my supervision, and that
the some /s true and correct
to the best of my knowledge
and belief.

,_\<.,,

J-f’

Date Sugy ;R\
,Novmﬁﬁm 22, toos

Stgnatucé snd Sesl of _
Proféssio
i

{1960 — |

0 330 680 9%

1320 1850

AN

camn Diaaas

P R T )
1980 2318 JRan -

BiG




APPLICATION FOR PERMIT TO DRILL
KAISER-FRANCIS 0OIL COMPANY
Pure Gold "B" Federal No. #9
Surface Location: 1@’ FSL & 1960’ FEL
Bottomhole Location: 667’ FNL & 1800’ FEL
Eddy County, Nevw Mexico

In conjunction with Form 3160-3, Application for Permit to Drill, Kaiser-Francis
0il Company submits the folloving items of pertinent information in accordance
vith Onshore 0il & Gas Order Nos. 1 & 2, and wvith all other applicable federsal
and state regulations.

1.

10.

The geologic surface formation is Quaternary alluvium
and other surficial depomits.

The estimated tops of geologic markers are as follovs:

Delavare 4150’
Bone Springs 8000’
TD 8100’

We do not anticipate encountering vater, end oil and gas
formations are as follows:

Delaware
Proposed Casing Program: See Form 3160-3 and Exhibit A.
Pressure Control Equipment: See Exhibit B.
Mud Program: See Exhibit C.
Auxiliary equipment: Blowout preventer.
Testing, Logging, and Coring Programs: Ne DST’s are
anticipated. Approximately 25 rotary drilled sidevall
vireline cores vill be taken in various Delaware zones
between 35900’ to 7900’. Electric logs will consist of
a Compensated Neutron/Litho Density w/Gamma Ray and
Caliper and a Dual Lateralog. A NMudlogging unit will he
ugsed from 4130’ to TD.

No -abnormal pressures, no abnormel temperatures and no
H2S are expected.

Anticipated starting date: As soon as possible.



EXHIBIT A
KAISER-FRANCIS OIL COMPANY
Pure Gold "“B" Federal #9
Eddy County, New Mexico

SUHNARY

Drilling, Casing and Cementing Program

Drill 17-1/2* hole to 7Q0' and run 13-3/8", 484#, H4@ casing. Use guide
shoe on bottom joint with a float insert 1 joint above the guide shoe.
Run 1 centralizer per joint on bottom 3 jointa. Cement vith 500 sx Class
"C* + 2% CaCl + 1/4 pps Cello Flake lead cement followed by 200 sx Class
"C* + 2/ CaCl. Drop top plug and displace cement with mud.

Nipple up and install BOP’s. Cement shall be alloved to stand 12 hours
under pressure. After 24 hours test casing to 609 psi for 30 minutes and
drill out cement. After drilling the plug and belov the casing seat, test
again to 60Q psi for 3@ minutes.

Drill 11" hole to 407@' and run a 8-5/8", 32#, J35 casing. Use guide shoe
oan bottom and a float collar 1 joint above the shoe. Use 1 centralizer
per joint on bottom 3 joints and 5 other centralizers. Cement with 800 sx
Clags C Lite {(35:65:6) + 3.5 pps salt + 1/4 pps Celloflake lead cement
folloved by 200 sx Class C + 1% KC1 + 5 pps salt. A Fluid Caliper vill be
run to determine the extact volume of cement required to circulate cement
o the surface.

Hipple up and install BOP’s. Cement shall be alloved to stand 12 hours
under pressure. After 24 hours test casing to 1000 psi for 3@ minutes and
drill out cement. After drilling the plug and belov the casing seat, test
again to 100@ psi for 3@ minutes.

Go in hole with 7-7/8" bit + 6-1/4" x 3@’ non-magnetic drill collar + (18)
6-1/4" steel drill collar. Drill 7-7/8" hole to KOP of 4250’ and survey

vith non-magnetic instrument at 425@’. POOH for angle building assembly.
—_

Go in hole with 7-7/8" bit + 6-1/2" slov-gpeed motor + 1-1/2% bent sub +

"6-1/4" x 39’ non-magnetic drill collar + 20 steel drill collars. Orient

tool face properly, deflect vell bore toward proper direction. Start
angle building run. Drill with this assembly building approximately 2
degreeg per 100 feet of hole in the proper direction until a maximum angle
of 18 degrees 11 minutes is obtained plus or minus to 6311" M.D. POOH for
angle dropping assembly.

Go in hole with 7-7/8" bit + 6-1/4" non-mag drill collar + 3 point roller
reamer + 6-1/4" steel drill collar + 3 point roller reamer + (20) 6-1/4"
drill collars. Drill hole dropping at 1.5 degrees per 100’ to the TVD

depth of 7430.40' at this point you will be vertical and will continue to
drill to a TYD depth of 8100°.
&__—“—.

N2



80

Run 5-1/2", 17#, KS5 casing vith a stage tool at approximately 6200’. Use
a float shoe on bottom and a float collar 1 joint above the shoe. Use 1
centralizer per joint on bottom 5 joints and as required across potential
productive intervals. Cement the first stage with 580 sx Class H +
additives, and cement the secand stage with 690 sx Clags C Lite (35:63:6)
lead cement followed vith 100 sx Class C neat. The exact volume to bring
the cement top to 4000’ will be determined after logging the vell. :

Perforations and stimulation treatments will be determined after running
electric logs and setting the 5-1/2" casing.
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Form 3169.3 SUBMIT IN TRIPLICATE® Form approved.

ecember 1590)  UNITED STATES T T ™ Beatest Ducemnar g1 10136
DEPARTMENT OF THE INTERIOR ' T aies Do RaTIeR 1% VRNT RS,
BUREAU OF LAND MANAGEMENT NM38463
APPL'CATION FOR PERMIT To DH'LL OR DEEPEN [ N2 INDLAR, ALLOTTER OB TRING IAI'I
ia. TIFR OF WOR e
Tt ORR DR"_L m DEEPEN D 1. vlllr. Alllll.llt NamB
b. TIPR OF WELL i
:":'m. :‘:u. ornea ::o:olu :c:’n':l"'. 8. ranson s e v o,
ITWANS of eraaatoa Pure Gold B Federal

- : . ompany ’ 9. anwaL .
~o . o 10

19. FISLD ARD roOL, 0% WILDCAT

74121-1468 -
N nc:::?:;v waul (Repert location clearly and 1s accordance with any Slate requirements.’) .- . West Sand Dunes
11- e - d -
Surface: 10' FSL & 145' FWL Sec 16 . ARo suRvEs On amaa”
At prepesed prod. some toe
Bottomhole: 480' FNL & 480' FEL Sec 20 . Sec 20, T23s, R31lE
14. DIATARCE (X MILES ARD DIARCTION FROM NEAREST TOWN Of FOST OFFics® 12, COUNTI OR ramian| 13, sTaATR
17 miles East from Loving Eddy NM
10. DINTANCE FROM FaOTUEED® 480 106. NO. OF ACREN IN LEASR 11. NO. OF ACRRR ANSIONERD
LOCATION 10 NEARESTY . 10 TMIS WELL
PUOFEATT OR LEARS LINR, TT, .
(Also te nearest drig. wanit lloe, If any) 480" £40 40
s, nll?‘l;t;l.’;lo:lnl;:o:::ls"t;occ&;;ol:;r.’ 10. rRorosso pertit 20. ROTARYD OR CABLE TOOLS
on Arrime ron. en Tmis Lask, 1. 1450' _ 8100' TVD Rotary
21, BiRvATIeNA {Sbow whether DF, RT, CR, ete.) . : . 22, arraox. DATE WORK WiILL START®
3352
3. PROPOSED CASING AND CEMENTING PROGRAM
BIZE OF NOLE ORADES TN OF CASING [ WERIONT PER FOOT RETTING DEST QUANTITY OF CEMENT
17-1/2 13-3/8 484 - 700 700 sacks Circulated
11 8-5/8 324 4070 1000 sacks Circulated
7-7/8 5-1/2 174 8100' TVD 1370 sacks tie back @ least
v 200" into 8-5/8"
Stage tool @ 6200
1. MIRU Rotary. *
2. Drill 17-1/2" hole to 79@’ run & set 13-3/8" surface csg & cmt v/700 sgx.
3. Install 30004 BOP & test to €Q04.
4. Drill 11* hole to 4079’, run & set 8-5/8" intermediate csg & cmt v/1000Q =x.
3. Test csg to 10004,
6. Drill 7-7/8" hole to 810@" TVD & run electric logs.
7. If hydrocarbons are indicated, run & set S-1/2" csg @ TD v/stage collar at

6200’ and cmt 1st stage /580 sx L 2nd stage v/790 sx.
8. RDMO rotary, install vellhead, run cement bond log, perforate and stimulate
for production.

N ADOVE STACE DESCRIDE MROPOSED PROGRAM: If propmal is 1o deepen, give data on present productive zone and proposed new productive zone. 11 proposal 1s 10 drill or
deepen directionally, give pertinent dats ors subsurlace focations ant measured and true vertical depthe. Give blowout preventer program, [f any. -

it - ) Al .

mnxrn W smr__Operations Enginear = o _m

(Tth space for Federal or State office une)

TEAAMIT XO. ATTROYAL DATE

" . "

Application aprroval docs net wierant or certily that the applicant holds legal or equitsbie litle Lo those rigits in the subsject lease whicls would entitie the applicant lo of
CONDITIONS OF APTROVAL, IF ANY:

APFROVED BY ™me > DATE

*See Instructions On Reverse Side

Title IR 11.5.C. Sectlon 1001, makes It a crime for Any person knowingiy snd willfully to make to any depaetment or ageney af the
United States any (alxe, {ietitiaus or [randulent s}uemﬂnu ot represeniations as to sany matler within s jurindiction,

Lo (R~

N



SECTION 16 & 21, 1=23=5, R=31—t, HALE.M.

fure Lold W7 Ted. 2
EDDY COQUNTY, NEW MEXICO Eddy County, N
M (EAST ~ G.LO. - 2841.8%) {EAST - CLO. - 2841.8%) 16 15
) (S 89°3900° £ - MAS - 2842.83) (S 895810° [ - VEAS - 264508")
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B3 | | WAISER—FRANCIS OIL COMPANY
g8 PURE GOLD *3* FEDERAL /10
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I 0 /wm LOCATION
| ELEV. ¢ JJ52°
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DETAIL VIEW |
1" = 100’
SCALE: AS SHOWN

KAISER-FRANCIS OIL COMPANY

OATE: SEPTEMBER 21,

1993

NO. REVISION | DATE | BY ODESSA, TEXAS .0B NO.: 99130
SURVEYED BY: R.J.0. SURVEYING AND MAPPING 8Y

DRAWN B: V.H.B. TOPOGRAPHIC LAND SURVEYORS 48 SE
APPROVED BY: LW.8. MIDLAWO, TEXAS SHEET : 1 OF 1
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Tiota Le s = & copies Energy, N‘menh:‘ L:l;::l ;i‘lt\l:"ll hi{:s‘;\:rces Department Rewsea 1-1-89
Foe Loawe *—= I copies
DISTRICT I ° ~° T
Hotvs. o Sams0 OIL CONSERVATION DIVISION
P. 0. Box 2088

L r Sants Fe, New Mexico 87504-2088
Artesia, NM 88210 |
1000 Rio Brozos Rd WELL LOCATION AND ACREAGE DEDICATION PLAT
Aztec, NM 87410 All distances must be from the outer boundaries of the section,
M KAISER - FRANCIS DOIL COMPANY | PURE GOLD ™ "B" FEDERAL o
Dait Latiar Sectien Townahip Range County

M 18 23 SOUTH 31. BAST, N.M.P.M. EDDY
Actual Feslage Lesstea of Vall

10 - feet freen the SOUTH line and 145 feet from the WEST Ltne

. Preducing Fermation Poel .
3352 ‘ Aeres

1. Outline the ocreoge dedicoted to the subject well by colored pencil or hachure marks on the plot below.

2. If more than one lease is dedicated to the well, outline each ond identify the ownership thereof (both cs
to working interest and royoity).

3. f more than one lease of different ownership is dedicated to the well, have the interest of all the owners
been consolidated by communmzotlon, umttzatlon. (orced-poohnq. ete.?

Yes (W] No if onswer is "yes”, type of consolidation

If the aonswer is “no", list the owners ond troct descriptions which have aoctucily been consoiidated. (Use
the reverse side of this form if neccesse
No aliowable will be assigned to the welt until_all interests hove been consolidated (by communitizotion,
unitization, forced—pooling, or otherwise) or until a non-standord unit, eliminoting such interest, has been
opproved by the division.
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OPERATOR CERTIFICATION

! hereby certily that the
information herein is truve ond
complete to the best of my
knowledge ond belier.

ture < T T

d Name
______________ Milton Griffin
Posilion
EL Sec 20 Operations Engineser
Compan
- Kaiser-Francis 0il Co.
Date

October 12, 1993
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Bottomnole Location:
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The ackeage dedicated }t
Sec 20, T23§, R31E.
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SURVEYOR CERTIFICATION

! hereby certify that the
well jocation shown on this. plot
was plotied from freld notes of
octual surveys mode by me or
under my supervision, cnd thot
the soame /s true ond correct
to the best of my knowledge
and befref.

———— i — o — -

e e e

Dale Surveyed
SEPTEMBER 21, 1993

Signature and Seal of
Professional Surveyor

j

|

{

I

1

|

|

\

|

{

i

|

|

|
kSl

LARRY W. BUSBY R.P.S. #11398
JOB §99130 / 48 SE  V.HS.

[} ’-JJO 880 990 1320 1850 1980 2310 264

g
§
§
5

EPC

J
»
|




APPLICATION FOR PERMIT TC DRILL
KAISER-FRANCIS OIL COMPANY
Pure Gold *“B* Federal No. 1@
Surface Location: 10" FSL & 145’ FWL Sec 16
Bottomhole Location: 480*' FNL & 480°' FEL Sec 20
Eddy County, HNew Mexico

In conjunction vith Form 3160-3, Application for Permit to Drill, Kaiser-Francis
0il Company submits the folloving items of pertinent information in accordance
vith Onshore 0il & Gas Order Nos. 1 & 2, and with all other applicable federal
and state regulations.

1.

2.

10.

The geologic surface formation is Quaternary alluvium
and other gurficial deposits.

The estimated tops of geologic markers are as follovs:

Delaware 4150°
Bone Springs 8000’
D 8100’

We do not anticipate encountering vater, and oil and gas
formations are ss follovs:

Delawvare
Proposed Casing Program: See Form 3160-3 and Exhibit A.
Pressure Control Equipment: See Exhibit B.
Mud Program: See Exhibit C.
Auxiliary equipment: Blowout preventer.
Testing, Logging, and Coring Programs: HNo DST's are
anticipated. Approximately 25 rotary drilled sideveall
vireline cores vill be taken in various Delavare zones
betveen 5900’ to 7900’. Electric logs vill consist of
a Compensated Neutron/Litho Density w/Gamma Ray and
Caliper and a Dual Laterolog. A Mudlogging unit will be
used from 4130’ to TD.

No abnormal pressures, no abnormal temperatures and no
H2S are expected.

Anticipated starting date: As soon as possible.



EXHIBIT A
KAISER-FRANCIS OIL COMPANY
Pure Gold *B" Federal #10

Eddy County, New Mexico

SUNMARY

Drilling, Casing and Cementing Proqram

Drill 17-1/2* hole to 700’ and run 13-3/8", 484#, H40 casing. Use guide
shoe on bottom joint vith a float insert 1 joint above the guide shoe.
Run 1 centralizer per joint on bottom 3 joints. Cement vith 500 sx Class
"C" ¢ 2% CaCl + 1/4 pps Cello Flake lead cement followved by 200 sx Class
*C* « 2% CaCl. Drop top plug and displace cement vith mud.

Nipple up and install BOP’s. Cement shall be alloved to stand 12 hours
under pressure. After 24 hours test casing to 602 psi for 3@ minutes and
drill out cement. After drilling the plug and below the casing seat, test
again to 600 psi for 30 minutes.

Drill 11" hele to 4070’ and run a 8-35/8", 32#, JSS casing. Use guide shoe
on bottom and a float collar 1 joint above the shoe. 1Use 1 centralizer
per joint on bottom 5 joints and S other centralizers. Cement vith 800 sx
Class C Lite (35:65:6) + 9.5 pps salt + 1/4 pps Celloflake lead cement
folloved by 200 sx Class C + 1% KC1 + 5 pps salt. A Fluid Caliper vwill be
run to determine the exact volume of cement required to circulate cement
©0 the surface.

Hipple up and install BOP’s. Cement shall be alloved to stand 12 hours
under pressure. After 24 hours test casing to 1000 psi for 30 minutes and
drill out cement. After drilling the plug and belov the casing seat, test
again to 1000 psi for 30 minutes.

Go in hole vith 7-7/8" bit + 6-1/4" x 3@’ non-magnetic drill collar + (18)
6-1/4" steel drill collar. Drill 7-7/8" hole to KOP of 4200’ and survey
vith non-magnetic instrument at 420@'. POOH for angle building assembly.

Go in hole with 7-7/8" bit + 6-1/2" slov-speed motor + 1-1/2" bent sub +
6-1/4" x 3@’ non-magnetic drill coller + 2@ steel drill collars. Orient
tool face properly, deflect vell bore tovard proper direction. Start
angle building run. Drill with this assembly building approximately 2
degrees per 10@ feet of hole in the proper direction until a maximum angle
of 28 degrees is obtained plus or minus to 56@8° M.D. POOH for angle
dropping assembly.

Go in hole with 7-7/8" bit + 6-1/4" non-magnetic drill collar + 3 point
roller reamer + (20) 6-1/4" steel drill collars. Drill the hole dropping
at 1-1/2 degrees per 100’ deviation into the Bone Spring plus or minus
7345.52’ TVD. At this point you vill be vertical and you vill continue to
drill to a TVD of 8120Q°.

I



Run 5-1/2", 17#, K55 casing vith a stage tool at approximately 6200°'. Use
a float shoe on bottom and & float collar 1 joint above the shoe. Use 1
centralizer per joint on bottom 3 joints and as required across potentisl
productive intervals. Cement the first stage vith 580 sx Class H +
additives, and cement the second stage with 690 sx Cless C Lite (35:65:6)
lead cement follovwed vith 100 sx Class C neat. The exact volume to bring
the cement top to 4000’ will be determined after logging the wvell.

Perforations and stimulation treatments vill be determined after running
electric logs and setting the 5-1/2* casing.



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

IN THE MATTER OF THE HEARING

CALLED BY THE OIL CONSERVATION

DIVISION FOR THE PURPOSE OF

CONSIDERING:

CASE NO. 10887

APPLICATION OF KAISER-FRANCIS OIL COMPANY

FOR DIRECTIONAL DRILLING,
EDDY COUNTY, NEW MEXICO.

PRE-HEARRING STATEMENT

This pre-hearing statement is submitted by KAISER-
FRANCIS OIL COMPANY as required by the 0il Conservation

Division.

APPEARANCE OF PARTIES

APPLICANT

Kaiser-Francis 0il Company
P. 0. Box 21468

Tulsa, Oklahoma 74121-1468
Attn: James T. Wakefield
(918) 494-0000

OPPONENT

Santa Fe Energy Operating
Partners, L.P.

ATTORNEY

W. Thomas Kellahin
KELLAHIN AND KELLAHIN
P.0O. Box 2265

Santa Fe, NM 87504
(505) 982-4285

ATTORNEY

James Bruce, Esq.



Pre-Hearing Statement
Case No. 10887
Page 2

STATEMENT OF CASE
APPLICANT:

Kaiser-Francis 0il Company is an operator of ten
proposed oil wells to be directionally drilled Delaware oil
wells to be located in Sections 20 and 21 of T23S, R31E
which are subject to the rules for both the Los Medanos and
West Sand Dunes Pools, Eddy County, New Mexico.

Kaiser-Francis' proposed wells are all located in the
Oil-Potash Area as defined by Division Order R-111-P.
Sections 20 and 21 are federal tracts administered by the
BLM for which Kaiser-Francis holds valid oil & gas leases.

Kaiser-Francis proposes to use surface location which
are within areas presumed to be barren of measurable potash
reserves and to drill directionally to bottom hole locations
which are overlain by areas which the 1984 Secretary of
Interior's Potash Resources Map indicates contain
substantial portions of measurable potash reserves.

In each case, the well's bottom hole location will be a
standard well location.

In each instance, the BLM will preclude the drilling of
a vertical well.

In each instance, directionally drilling is the only
practical means available to Kaiser-Francis to access the
Delaware pools and to obtain its share of recoverable
hydrocarbons.

While Santa Fe Energy has filed an objection, Santa Fe
Energy IS:

(1) NOT an interest owner in any of the wells;

(2) NOT being encroached towards or upon;

(3) NOT paying for the costs of any of these wells;



Pre-Hearing Statement
Case No. 10887

Page 3
PROPOSED EVIDENCE
APPLICANT
WITNESSES EST. TIME EXHIBITS
James T. Wakefield (PE) 40-50 min. production plat
well location plat
potash map
APD's
approval ltrs.
waiver-notice
vertial-horizontal
well plans
Alan Benson 20-30 Min. isopach
(geologist) cross sections

PROCEDURAL MATTERS

Kaiser-Francis 0il Company is opposed to Santa Fe
Operating Partners, L.P. request for a continuance of this
case to the January 6, 1994 examiner's docket.

KELLAHIN AND KELLAHIN

W. Thomas Kellahﬂn
P.0O. Box 2265
Santa Fe, New Mexico 87504
(505) 982-4285




BEFORE THE
OIL CONSERVATION DIVISION

NEW MEXICO DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES

APPLICATION OF KAISER-FRANCIS OIL COMPANY
FOR DIRECTIONAL DRILLING,
EDDY COUNTY, NEW MEXICO. No. 10887

ENTRY OF APPEARANCE

COMES NOW CAMPBELL, CARR, BERGE & SHERIDAN, P.A., and hereby
enters its appearance in the above referenced case on behalf of Yates Petroleum
Corporation.

Respectfully submitted,

CAMPBELL, CARR, BERGE
& SHERIDAN, P.A,

o Sntas o B

WILLIAM F. CARR

Post Office Box 2208

Santa Fe, New Mexico 87504
Telephone: (505) 988-4421

|
M
[

ATTORNEYS FOR YATES
PETROLEUM CORPORATION



CERTIFICATE OF MAILING

I hereby certify that on this _|{ g day of December, 1993, | have caused to be hand-
delivered a copy of our Entry of Appearance in the above-captioned case to:

W. Thomas Kellahin, Esq.

Kellahin & Kellahin

117 North Guadalupe Street

Santa Fe, New Mexico 87504-2068

William F. Cdrr

ENTRY OF APPEARANCE,
Page 2



BEFORE THE NEW MEXICO OIL CONSERVATION DIVISION

APPLICATION OF KAISER-FRANCIS
OIL COMPANY FOR DIRECTIONAL
DRILLING, EDDY COUNTY,

NEW MEXICO

NO. 10887

ENTRY OF APPEARANCE

Pogo Producing Company hereby enters its appearance in the

above case.

DEC

Respectfully submitted,

HINKLE, COX, EATON,
COFFIELD & HENSLEY

O
James Bruce
Pgst Office Box 2068

Santa Fe, New Mexico 87504-2068
505) 982-4554

Attorneys for Pogo Producing Company

CERTIFICATE OF SERVICE

I hereby that the foregoing Entry of Appearance was sent by
facsimile transmission this /Y74 day of December, 1993, to:

W. Thomas Kellahin,
KELLAHIN & KELLAHIN
Post Office Box 2265

Santa Fe, New Mexico 87504

{B\APP-POGO.ENT}

ot

James Bruce




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

IN THE MATTER OF THE HEARING

CALLED BY THE OIL CONSERVATION

DIVISION FOR THE PURPOSE OF gEgi
CONSIDERING:

APPLICATION OF KAISER-FRANCIS

OIL COMPANY FOR DIRECTIONAL

DRILLING, EDDY COUNTY, NO. 10887
NEW MEXICO

PRE-HEARING STATEMENT

This pre-hearing statement is submitted by Santa Fe Energy

Operating Partners, L.P. as required by the 0il Conservation

Division
APPEARANCES OF PARTIES
APFLICANT ATTORNEY
Kaiser-Francis 0il Company W. Thomas Kellahin, Esqg.
KELLAHIN & KELLAHIN
Post Office Box 2265
Santa Fe, New Mexico 87504
(505) 982-4285
OPEOSITION OR OTHER PARTY ATTORNEY
Santa Fe Energy Operating James Bruce, Esqg.
Fartners, L.P. HINKLE, COX, EATON, COFFIELD
550 West Texas, Suite 1330 & HENSLEY
Midland, Texas 79701 Post Office Box 2068
(915) 687-3551 Santa Fe, New Mexico 87504
Attn: Curtis D. Smith (505) 982-4554

STATEMENT OF CASE

APFLICANT



Pre-hearing Statement
NMOCD Case No. 10887
Page

OPPOSITION OR OTHER PARTY

Applicant seeks to directionally drill certain wells located
in the oil-potash area. Santa Fe Energy opposes directional
drilling as unnecessary 1in this area. Further, directional
drilling causes economic waste by increasing well costs, and will
leave hydrocarbons in the ground which would be recovered by
vertical wells, thus causing underground waste. In addition, there

are correlative rights issues arising from uphole unorthodox well

locations.
PROPOSED EVIDENCE
APPLICANT
WITNESSES EST. TIME EXHIBITS
OPPOSITION
WITNESSES EST. TIME EXHIBITS
1. Curtis Smith 5 minutes {(a) Land plat
(Landman)
2. Darryl Roberts 15 minutes (a) AFE’s
(Engineer) (b) economic analysesg

PROCEDURAL MATTERS



Pre-hearing Statement
NMOCD Case No. 10887
Page

HINKLE, X, EATON,

Janles Bruce

dz; Office Box 2068

Sdnta Fe, New Mexico 87504-2068
505) 982-4554

Aktorneys for Santa Fe Energy
Operating Partners, L.P.

CERTIFICATE OF SERVICE

I hereby that the foregoing Pre-Hearing Statement was hand
delivered this (O!Z}day of December, 1993, to:

e

mees Bruce

W. Thomas Kellahin, Esqg.
KELLAHIN & KELLAHIN

Post Office Box 2265

Santa Fe, New Mexico 87504

/
/
/

{B\PRE-HEAR.STM}
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BEFORE THE NEW MEXICO OIL CONSERVATION DIVISION

APPLICATION OF KAISER-FRANCIS
OIL COMPANY FOR DIRECTIONAL
DRILLING, EDDY COUNTY,

NO. 10887
NEW MEXICO

MOTION FOR CONTINUANCE

Santa Fe Energy Operating Partners, L.P. hereby moves for a

continuance, and in support thereof states that it needs additional

time to prepare for hearing.

Counsel for Kaiser-Francis 0il Company was previously

contacted regarding this request, but as yet has not consented, nor

objected, thereto.

WHEREFORE, Santa Fe Energy Operating Partners, L.P. requests

this matter be continued to the January 6, 1994 Examiner hearing.

Respectfully submitted,

HINKLE, COX, EATON,
COFFIELD & HENSLEY

TN
P

/ ) >

W)M

Jadmes Bruce

Post Office Box 2068

Santa Fe, New Mexico 87504-2068
, (505) 982-4554

Attorneys for Santa Fe Energy
Operating Partners, L.P.

CERTIFICATE OF SERVICE

I hereby that the foregoing Motion for Continuance was hand
delivered this J&¥tday of December, 1993, to:

W. Thomas Kellahin, Esq.
KELLAHIN & KELLAHIN

Post Office Box 2265

Santa Fe, New Mexico 87504

T

Jame€ Bruce

{BACONTINUE MOT}



BEFORE THE NEW MEXICO OIL CONSERVATION DIVISION

APPLICATION OF KAISER-FRANCIS

OIL COMPANY FOR DIRECTIONAL

DRILLING, EDDY COUNTY, el NO. 10887
NEW MEXICO -

ENTRY OF APPEARANCE

Santa Fe Energy Operating Partners, L.P. hereby enters its

appearance in the above case.

Respectfully submitted,

HINKLE, COX, EATON,
COFFIELD & HENSLEY

Aty @Mw
James Bruce

Post Office Box 2068
i

(5

nta Fe, New Mexico 87504-2068
05) 982-4554

Attorneys for Santa Fe Energy
Operating Partners, L.P.

CERTIFICATE OF SERVICE

I hereby that the foregoing Entry of Appearance was sent by
facsimile transmission this gzZF day of December, 1993, to:

W. Thomas Kellahin, Esqg.
KELLAHIN & KELLAHIN

Post Office Box 2265
Santa Fe, New Mexico 87504

James Bruce
/

’
/

{B\APPEAR ENT}



BEFORE THE NEW MEXICO OIL CONSERVATION DIVISION

APPLICATION OF KAISER-FRANCIS

OIL COMPANY FOR DIRECTIONAL

DRILLING, EDDY COUNTY, NO. 10887
NEW MEXICO

ENTRY OF APPEARANCE

Santa Fe Energy Operating Partners, L.P. hereby enters its
appearance in the above case.
Respectfully submitted,

HINKLE, COX, EATON,
COFFIELD & HENSLEY
}

James Bruce

Bost Office Box 2068
a

(

nta Fe, New Mexico 87504-2)68
505) 982-4554

Attorneys for Santa Fe Energy
Operating Partners, L.P.

CERTIFICATE OF SERVICE

I hereby that the foregoing Entry of Appearance was sent by
facsimile transmission this 4¢ZF day of December, 1993, to:

W. Thomas Kellahin, Esqg.
KELLAHIN & KELLAHIN

Post Office Box 2265

Santa Fe, New Mexico 87504

\gm BW
mes Bruce

{B\APPEAR.ENT}



STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT

OIL CONSERVATION DIVISION s ]
=PR REE=
o ; //
Cocas (0852 o
(iee St
BRUCE KING e POST OFFICE BOX 2088
GOVERNOR T STATE LAND OFFICE BUILDING
SANTA FE, NEW MEXICO 87504
s Lockwoop MEMORANDUM oo e
TO: Floyd Prando - Director, Oil and Gas Division, State Land Office
FROM: Michael E. Stogner, Chief Hearing Officer/Engineer %f S
/"’/"- T

SUBJECT:  Application by Kaiser-Francis Oil‘?Cdr)r;pany for directional drilling to be heard
- at the Deecember 16, 1993 Examiner Hearing.

DATE: November 24, 1993

I am send you a copy of an application filed by Kaiser-Francis Oil Company to develop federal
minerals underlying the NW/4 of Section 20 and the W/2 NE/4 and NW/4 of Section 21,
Township 23 South, Range 31 East, NMPM, Undesignated West Sand Dunes-Delaware and/or
Los Medranos-Delaware Pools, Eddy County, New Mexico. They intend to directionally drill
into the ten 40-acre tracts comprising this area. Six of the surface locations are in Section 16
to the North, which is state trust land.

I know that Mr. Bruce Stockton’s policy towards this situation differed greatly from Mr. Ray
Graham’s. At this time I am seeking the State Land Office’s current policy toward allowing
federal minerals to be developed off state trust lands.

I also do not know if a "Unit Agreement” currently exists in this area.

Your assistance in this matter would be greatly appreciated. Please contact me at 827-5811 and
I will be glad to discuss this issue with you and your staff further.

MES/amg

Enclosure



Y oalt

RAY B. POWELL
COMMISSIONER

P.0.BOX 1148
SANTA FE, NEW MEXICO 87504-1148

September 7, 1993

Mr. W. Thomas Kellahin
Kellahin & Kellahin

P.0. Box 2265

Santa Fe, New Mexico 87504-2265

Re: Kaiser-Francis 0il Company's
Application for Business Lease

Dear Tom:

The Commissioner of Public Lands has agreed to issue a Special Use
Agreement (SUA) for the surface use of State land in the S/2S/2 of
Section 16, Township 23 South, Range 31 East NMPM, Eddy County for
the purpose of Kaiser-Francis building a two-well drilling and
production site for production from a federal o0il and gas lease
within Section 20 and 21, T23S, R31E, NMPM. The terms and
conditions of the SUA are as follows:

a. The fee for this SUA will be $12,000 per well;

b. Well drilling reserve pits will not be located on State
land;

c. A permit from the Commercial Division of the State Land
Office must be obtained, and any permits required for the fresh
water right-of-way lines to the site. No use of fresh water from
State land is granted with this agreement; '

d. Reclamation of the site must be in accordance with 0il
Conservation Division and State Land Office policy, rules and
regulations in force at the time of site abandonment. Environmental
damage at the site or due to activities at the site will be
remediated upon discovery.

e. Neither this SUA can be assigned, nor a sub-operator
designated without prior written approval of the Commissioner.

If you would like to discuss any of the above conditions, please
contact me.

Sj cerelyvqb

&_Q’gud_/)\.
Floyd 0. Prando, Director
0il, Gas & Minerals Division

(505) 827~5744



KeELLAHIN AND KELLAHIN
ATTORNEYS AT LAW

EL PATIO Bui_DiNG

W THOMAS KELLAHIN® 117 NORTH GUADALUPE TELEPHONE (5085) 982-4285
TELEFAX (505) 882-2047

‘NEW MEXICO BOARD OF LEGAL SPECIALIZATION Post OFFICE Box 2265

RECOGNIZED SPECIALIST IN THE AREA OF

NATURAL RESOURCES-OIL ANC GAS LAW SANTA FE, NEW MEXICO 87504-22G65

JASON KELLAHIN {(RETIRED 1991}

November 23, 1993

HAND DELIVERED

Mr. William J. LeMay

0il Conservation Division

State Land Office Building

310 01d Santa Fe Trail, 2nd Floor
Santa Fe, New Mexico 87501

Re: Application of Kaiser-Francis 0il Company
for authority to directionally drill ten wells
at various unorthodox surface locations to
various standard bottom hole locations,
Eddy County, New Mexico

Dear Mr. LeMay:

On behalf of Kaiser-Francis 0il Company, please find
enclosed our referenced application which we request be
set for hearing on the next available Examiner's docket
now scheduled for December 16, 1993.

By copy of this 1letter and application, sent
certified mail, we are notifying all interested parties
of their right to appear at the hearing and participate
in this case, including the right to present evidence
either in support of or in opposition to the application
and that failure to appear at the hearing may preclude
them from any insolvement in this case at a later date.



Mr. William J. LeMay
November 23, 1993
Page Two

Pursuant to the Division's Memorandum 2-90, all
parties are hereby informed that if they appear in this
case, then they are requested to file a Pre-Hearing
Statement with the Division not later than 4:00 PM on

Friday, December 10, 1993, with a copy delivered to the
undersigned.

Also enclosed is our proposed advertisement of this
case for the NMOCD docket.

Very(?f"irlx
% .

W. Thomas

yours,

WTK/mg
Enclosure

cc: Kaiser-Francis 0il Company and
By Certified Mail - Return Receipt
All Interested Parties




suggested OCD notice for publication:

CASE Application of Kaiser-Francis 0il Company
for authority to directionally drill ten wells at various
unorthodox surface locations to various standard bottom
hole locations, Eddy County, New Mexico. Applicant seeks
exceptions to Division General Rule 111 and Rule 104(F)
for approval to directionally drill each of the following
wells commencing at unorthodox surface 1locations and
terminating within a 50 foot radius of a standard
bottomhole location and each dedicated to a standard 40-
acre spacing and proration unit for production from the
West Sand Dunes-Delaware and/or Los Medanos-Delaware 0il

Pool in Township 23 South, Range 31 East, NMPM as
follows:

Well: Pure Gold A-7

Surface: 1950' FSL x 200' FEL (Unit I) Sec 20
BHL: 2043' FNL x 456' FWL (Unit E) Sec 21
Well: Pure Gold A-8

Surface: 10' FSL x 1935' FWL (Unit N) Sec 16
BHL: 1947' FNL x 1789' FWL (Unit F) Sec 21
Well: Pure Gold A-9

Surface: 10" FSL x 280' FWL (Unit M) Sec 16
BHL: 480' FNL x 480' FWL (Unit K) Sec 21
Well: Pure Gold A-10

Surface: 10" FSL x 1800' FWL (Unit N) Sec 16
BHL: 480' FNL x 1800' FWL (Unit C) Sec 21
Well: Pure Gold A-13

Surface: 10' FSL x 2025' FEL (Unit 0O) Sec 16
BHL: 2012' FNL x 2176' FEL (Unit G) Sec 21
Well: Pure Gold A-14

Surface: 10' FSL x 2160' FEL (Unit 0O) Sec 16
BHL: 480' FNL x 2160' FEL (Unit B) Sec 21



Well: Pure Gold B-7
Surface: 2100' FSL x 1600' FEL (Unit J) Sec 20

BHL: 1988' FNL x 1834' FEL (Unit G) Sec 20
Well: Pure Gold B-8

Surface: 1950' FSL x 335' FEL (Unit I) Sec 20
BHL: 1957' FNL x 505' FEL (Unit H) Sec 20
Well: Pure Gold B-9

Surface: 10' FSL x 1960' FEL (Unit 0) Sec 17
BHL: 480' FNL x 1800' FEL (Unit B) Sec 20
Well: Pure Gold B-10

Surface: 10' FSL x 145' FWL (Unit M) Sec 16
BHL: 480' FNL x 480' FEL (Unit A) Sec 20

Said wells are located within approximately 1 mile of
mile marker 15 on State Highway 128, New Mexico.



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

IN THE MATTER OF THE APPLICATION

OF KAISER-FRANCIS OIL COMPANY FOR
DIRECTIONAL DRILLING AND UNORTHODOX
WELL SURFACE LOCATIONS,

EDDY COUNTY, NEW MEXICO

CASE NO.:

APPLICATTION

Comes now KAISER-FRANCIS OIL COMPANY by its
attorneys, Kellahin and Kellahin, and applies to the New
Mexico 0il Conservation Division for approval of ten
unorthodox surface locations and authority to
directionally drilling each said well to a standard
bottom hole location, Eddy County, New Mexico. Applicant
seeks exceptions to Division General Rule 111 and Rule
104(F) for approval to directionally drill each of the
following wells commencing at unorthodox surface
locations and terminating within a 50 feet radius of a
standard bottomhole location and each dedicated to a
standard 40-acre spacing and proration wunit for
production from the West Sand Dune-Delaware and/or Los
Medanos-Delaware Oil Pool in Township 23 South, Range 31
East, NMPM and in support states:

(1) Kaiser-Francis O0il Company is the proposed
operator for and a working interest owner in ten proposed
wells to be directionally drilled commencing at
unorthodox surface locations in Sections 16, 17, 20, and
21 and drilled to standard bottom hole locations in
Sections 20 and 21, all in T23S, R31E, NMPM, Eddy County,
New Mexico as identified at Exhibit "A"



NMOCD Application
Page 2.

(2) Kaiser-Francis 0il Company's proposed wells will
each be drilled to test for Delaware o0il production
within one-mile of either the Los Medanos-Delaware Pool
(Order R-9483, issued April 1, 1993) or the West Sand
Dunes-Delaware Pool (Order R-9709, issued September 1,
1992).

(3) Sections, 16, 17, 20 and 21 of T23S, R31lE, are
located within the current boundaries of the 0il-Potash
Area as defined by Division Order R-111-P.

(4) Sections 17, 20, and 21 are federal tracts
administrated by the Bureau of Land Management. Section
16 is a State of New Mexico tract administered by the
Commissioner of Public Lands for the State of New Mexico.

(5) A substantial portion of Section 20 and 21 is
underlain by Delaware sands productive of hydrocarbons.

(6) The 1984 Secretary of Interior's Potash
Resources Map indicates a substantial portion of both
section 20 and 21 contain measurable potash reserves.

(7) At the request of Kaiser-Francis 0il Company,
the BLM has delineated areas barren of commercial potash
in the SE/4 of Section 20 and the SW/4 of Section 21 and
along the southern edge of Section 17.

(8) The BLM has requested Kaiser-Francis 0il Company
to explore the feasibility of utilizing the "barren
areas" from which to 1locate wells to be drilled
vertically to a point below Marker Bed No. 126 and then
to drill directionally to an acceptable bottom hole
target in the Delaware formation.

(9) The State of New Mexico has delineated surface
locations along the southern edge of Section 16 and will
issue a Business Lease to Kaiser-Francis for the purpose
of directionally drilling certain of these wells.



NMOCD Application
Page 3.

(10) In order to test the feasibility of this
directional drilling program, Kaiser-Francis 0il Company
proposes to drill each well commencing a unorthodox
surface location and drilling directionally to penetrate
the Delaware Formation at a standard subsurface location
for production from either the Los Medanos-Delaware Pool
or the West And Dunes-Delaware Pool. See Exhibit "B"

(11) The subject wells are classified as "deep
wells"” pursuant to Division Order R-111-P because the
potential productive zone in the Delaware formation is
below 5,000 feet.

(12) In each instance, the surface location for the
wellbore is located more than one-half mile from any
verified potash Life of Mine Reserves ("LMR") and
therefore is not within any "buffer" area its LMR.

(13) Division Statewide Rule 104 applies to both the
Los Medanos-Delaware Pool and the West Sand Dunes-
Delaware Pool and requires that wells be no closer than
330 feet to the nearest side boundary of the 40-acre
spacing and proration unit.

(14) Kaiser-Francis 0il Company requests exceptions
to Division Statewide Rule 104(F) concerning those wells
identified on Exhibit "A" with wunorthodox surface
locations.

(15) Kaiser-Francis O0il Company also requests
exceptions to Division Statewide Rule 111 concerning
intention deviation and the size of the radius for the
bottom hole target and hereby request a 50 foot radius
for the bottom hole target.

(16) The necessity of directional drilling from the
proposed surface location is based upon the assumed
presence of measurable potash reserves and the
restrictions imposed by the U. S. Bureau of Land
Management, which 1is the surface/mineral agency for
Sections 20 and 21.



NMOCD Application
Page 4.

(17) Approval of this application will afford the
applicant the opportunity to produce its just and
equitable share of the hydrocarbons in the affected pool
and to protect its spacing units from drainage thereby
protecting correlative rights and potentially recover
hydrocarbons that might otherwise not be recovered
thereby preventing waste.

WHEREFORE, Kaiser-Francis 0il Company. requests that
this application be set for hearing and that after notice
and hearing as provided for by Division rules, the
application be granted as regquested.

Respe(fﬁu%}y submitted,
L

W. Thomas Kellahin
KELLAHIN AND KELLAHIN

P. O. Box 2265

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

ATTORNEYS FOR APPLICANT




EXHIBIT "A" TO APPLCIATION

Well: Pure Gold A-7

Surface: 1950' FSL x 200' FEL (Unit I) Sec 20
BHL: 2043' FNL x 456' FWL (Unit E) Sec 21
Well: Pure Gold A-8

Surface: 10' FSL x 1935' FWL (Unit N) Sec 16
BHL: 1947' FNL x 1789' FWL (Unit F) Sec 21
Well: Pure Gold A-9

Surface: 10' FSL x 280' FWL (Unit M) Sec 16
BHL: 480' FNL x 480' FWL (Unit K) Sec 21
Well: Pure Gold A-10

Surface: 10" FSL x 1800' FWL (Unit N) Sec 16
BHL: 480' FNL x 1800' FWL (Unit C) Sec 21
Well: Pure Gold A-13

Surface: 10" FSL x 2025' FEL (Unit 0O) Sec 16
BHL: 2012' FNL x 2176' FEL (Unit G) Sec 21
Well: Pure Gold A-14

Surface: 10' FSL x 2160' FEL (Unit O) Sec 16
BHL: 480' FNL x 2160' FEL (Unit B) Sec 21
Well: Pure Gold B-7

Surface: 2100' FSL x 1600' FEL (Unit J) Sec 20
BHL: 1988' FNL x 1834' FEL (Unit G) Sec 20
Well: Pure Gold B-8

Surface: 1950' FSL x 335' FEL (Unit I) Sec 20
BHL: 1957' FNL x 505' FEL (Unit H) Sec 20
Well: Pure Gold B-9

Surface: 10' FSL x 1960' FEL (Unit O) Sec 17
BHL: 480' FNL x 1800' FEL (Unit B) Sec 20
Well: Pure Gold B-10

Surface: 10' FSL x 145' FWL (Unit M) Sec 16
BHL: 480' FNL x 480' FEL (Unit A) Sec 20

Said wells are located within approximately 1 mile of
mile marker 15 on State Highway 128, New Mexico.
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KELLAHIN AND KELLAHIN
ATTORNEYS AT LAW

EL PaTio BuiLbiNnG

W. THOMAS KELLAHIN® 117 NORTH GUADALUPE TELEPHONE (505) 982-4285
TELEFAX (505) 982-2047

*NEW MEXICO BOARD OF LEGAL SPECIALIZATION PostT OFFICE Box 2265 !

RECOGNIZED SPECIALIST IN THE AREA OF

NATURAL RESOURCES-OIL AND GAS LAW SANTA FE, NEW MEXICO 87504-22835

JASON KELLAMIN (RETIRED 1991}

November 23, 1993

HAND DELIVERED

Mr. William J. LeMay

0il Conservation Division

State Land Office Building

310 014 Santa Fe Trail, 2nd Floor
Santa Fe, New Mexico 87501

Re: Application of Kaiser-Francis 0il Company
for authority to directionally drill ten wells
at various unorthodox surface locations to
various standard bottom hole locations,
Eddy County, New Mexico

Dear Mr. LeMay:

On behalf of Kaiser-Francis 0il Company, please find
enclosed our referenced application which we request be
set for hearing on the next available Examiner's docket
now scheduled for December 16, 1993.

By copy of this 1letter and application, sent
certified majil, we are notifying all interested parties
of their right to appear at the hearing and participate
in this case, including the right to present evidence
either in support of or in opposition to the application
and that failure to appear at the hearing may preclude
them from any involvement in this case at a later date.



Mr. William J. LeMay
November 23, 1993
Page Two

Pursuant to the Division's Memorandum 2-90, all
parties are hereby informed that if they appear in this
case, then they are requested to file a Pre-Hearing
Statement with the Division not later than 4:00 PM on

Friday, December 10, 1993, with a copy delivered to the
undersigned.

Also enclosed is our proposed advertisement of this
case for the NMOCD docket.

veryKtruly yours,

(\/\/\\;/

W. Thomas i \m““~u-."'

WTK/mg
Enclosure

cc: Kaiser-Francis 0il Company and
By Certified Mail - Return Receipt
All Interested Parties




suggested OCD notice for publication:

CASE : Application of Kaiser-Francis 0il Company
for authority to directionally drill ten wells at various
unorthodox surface locations to various standard bottom
hole locations, Eddy County, New Mexico. Applicant seeks
exceptions to Division General Rule 111 and Rule 104(F)
for approval to directionally drill each of the following
wells commencing at unorthodox surface 1locations and
terminating within a 50 foot radius of a standard
bottomhole location and each dedicated to a standard 40-
acre spacing and proration unit for production from the
West Sand Dunes-Delaware and/or Los Medanos-Delaware 0Oil
Pool in Township 23 South, Range 31 East, NMPM as
follows:

Well: Pure Gold A-7

Surface: 1950' FSL x 200' FEL (Unit I) Sec 20
BHL: 2043' FNL x 456' FWL (Unit E) Sec 21
Well: Pure Gold A-8

Surface: 10' FSL x 1935'" FWL (Unit N) Sec 16
BHL: 1947' FNL x 1789' FWL (Unit F) Sec 21
Well: Pure Gold A-~-9

Surface: 10' FSL x 280' FWL (Unit M) Sec 16
BHL: 480' FNL x 480' FWL (Unit K) Sec 21
Well: Pure Gold A-10

Surface: 10' FSL x 1800' FWL (Unit N) Sec 16
BHL: 480' FNL x 1800' FWL (Unit C) Sec 21
Well: Pure Gold A-13

Surface: 10' FSL x 2025' FEL (Unit 0O) Sec 16
BHL: 2012' FNL x 2176' FEL (Unit G) Sec 21
Well: Pure Gold A-14

Surface: 10' FSL x 2160' FEL (Unit O) Sec 16

BHL: 480' FNL x 2160' FEL (Unit B) Sec 21



Well: Pure Gold B-7
Surface: 2100' FSL x 1600' FEL (Unit J) Sec 20

BHL: 1988' FNL x 1834' FEL (Unit G) Sec 20
Well: Pure Gold B-8

Surface: 1950' FSL x 335' FEL (Unit I) Sec 20
BHL: 1957' FNL x 505' FEL (Unit H) Sec 20
Well: Pure Gold B-9

Surface: 10' FSL x 1960' FEL (Unit O) Sec 17

BHL: 480' FNL x 1800' FEL (Unit B) Sec 20

Well: Pure Gold B-10

Surface: 10' FSL x 145' FWL (Unit M) Sec 16

BHL: 480' FNL x 480' FEL (Unit A) Sec 20

Said wells are located within approximately 1 mile of
mile marker 15 on State Highway 128, New Mexico.



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

IN THE MATTER OF THE APPLICATION

OF KAISER-FRANCIS OIL COMPANY FOR
DIRECTIONAL DRILLING AND UNORTHODOX
WELL SURFACE LOCATIONS,

EDDY COUNTY, NEW MEXICO

CASE NO.:

APPLICATTION

Comes now KAISER-FRANCIS OIL COMPANY by its
attorneys, Kellahin and Kellahin, and applies to the New
Mexico 0il Conservation Division for approval of ten
unorthodox surface locations and authority to
directionally drilling each said well to a standard
bottom hole location, Eddy County, New Mexico. Applicant
seeks exceptions to Division General Rule 111 and Rule
104(F) for approval to directionally drill each of the
following wells commencing at wunorthodox surface
locations and terminating within a 50 feet radius of a
standard bottomhole 1location and each dedicated +to a
standard 40-acre spacing and proration wunit for
production from the West Sand Dune-Delaware and/or Los
Medanos-Delaware 0il Pool in Township 23 South, Range 31
East, NMPM and in support states:

(1) Kaiser-Francis O0il Company is the proposed
operator for and a working interest owner in ten proposed
wells to be directionally drilled commencing at
unorthodox surface locations in Sections 16, 17, 20, and
21 and drilled to standard bottom hole 1locations in
Sections 20 and 21, all in T23S, R31E, NMPM, Eddy County,
New Mexico as identified at Exhibit "A"



NMOCD Application
Page 2.

(2) Kaiser-Francis 0il Company's proposed wells will
each be drilled to test for Delaware oil production
within one-mile of either the Los Medanos-Delaware Pool
(Order R-9483, issued April 1, 1993) or the West Sand
Dunes-Delaware Pool (Order R-9709, issued September 1,
1992).

(3) Sections, 16, 17, 20 and 21 of T23S, R31lE, are
located within the current boundaries of the 0Oil-Potash
Area as defined by Division Order R-111-P.

(4) Sections 17, 20, and 21 are federal tracts
administrated by the Bureau of Land Management. Section
16 is a State of New Mexico tract administered by the
Commissioner of Public Lands for the State of New Mexico.

{(5) A substantial portion of Section 20 and 21 is
underlain by Delaware sands productive of hydrocarbons.

(6) The 1984 Secretary of Interior's Potash
Resources Map indicates a substantial portion of both
section 20 and 21 contain measurable potash reserves.

(7) At the request of Kaiser-Francis 0il Company,
the BLM has delineated areas barren of commercial potash
in the SE/4 of Section 20 and the SW/4 of Section 21 and
along the southern edge of Section 17.

(8) The BLM has requested Kaiser-Francis Oil Company
to explore the feasibility of utilizing the "barren
areas" from which to 1locate wells to be drilled
vertically to a point below Marker Bed No. 126 and then
to drill directionally to an acceptable bottom hole
target in the Delaware formation.

(9) The State of New Mexico has delineated surface
locations along the southern edge of Section 16 and will
issue a Business Lease to Kaiser-Francis for the purpose
of directionally drilling certain of these wells.



NMOCD Application
Page 3.

(10) In order to test the feasibility of this
directional drilling program, Kaiser-Francis 0il Company
proposes to drill each well commencing a unorthodox
surface location and drilling directionally to penetrate
the Delaware Formation at a standard subsurface location
for production from either the Los Medanos-Delaware Pool
or the West And Dunes-Delaware Pool. See Exhibit "B"

(11) The subject wells are classified as "deep
wells" pursuant to Division Order R-111-P because the
potential productive zone in the Delaware formation is
below 5,000 feet.

{12) In each instance, the surface location for the
wellbore is located more than one-half mile from any
verified potash Life of Mine Reserves ("LMR") and
therefore is not within any "buffer" area its LMR.

(13) Division Statewide Rule 104 applies to both the
Los Medanos-Delaware Pool and the West Sand Dunes-
Delaware Pool and requires that wells be no closer than
330 feet to the nearest side boundary of the 40-acre
spacing and proration unit.

(14) Kaiser-Francis 0il Company requests exceptions
to Division Statewide Rule 104(F) concerning those wells
identified on Exhibit "A" with unorthodox surface
locations.

(15) Kaiser-Francis 0il Company also requests
exceptions to Division Statewide Rule 111 concerning
intention deviation and the size of the radius for the
bottom hole target and hereby request a 50 foot radius
for the bottom hole target.

(16) The necessity of directional drilling from the
proposed surface 1location is based upon the assumed
presence of measurable potash reserves and the
restrictions imposed by the U. S. Bureau of Land
Management, which is the surface/mineral agency for
Sections 20 and 21.



NMOCD Application
Page 4.

(17) Approval of this application will afford the
applicant the opportunity to produce its just and
equitable share of the hydrocarbons in the affected pool
and to protect its spacing units from drainage thereby
protecting correlative rights and potentially recover
hydrocarbons that might otherwise not be recovered
thereby preventing waste.

WHEREFORE, Kaiser-Francis 0il Company. requests that
this application be set for hearing and that after notice
and hearing as provided for by Division rules, the
application be granted as requested.

Respe fully submitted,

W. Thomas Kellahln
KELLAHIN AND KELLAHIN

P. 0. Box 2265

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

ATTORNEYS FOR APPLICANT



EXHIBIT "A" TO APPLCIATION

Well: Pure Gold A-7

Surface: 1950' FSL x 200' FEL (Unit I) Sec 20
BHL: 2043' FNL x 456" FWL (Unit E) Sec 21
Well: Pure Gold A-8

Surface: 10" FSL x 1935' FWL (Unit N) Sec 16
BHL: 1947' FNL x 1789' FWL (Unit F) Sec 21
Well: Pure Gold A-9

Surface: 10' FSL x 280' FWL (Unit M) Sec 16
BHL: 480' FNL x 480' FWL (Unit K) Sec 21
Well: Pure Gold A-10

Surface: 10' FSL x 1800' FWL (Unit N) Sec 16
BHL: 480' FNL x 1800' FWL (Unit C) Sec 21
Well: Pure Gold A-13

Surface: 10" FSL x 2025' FEL (Unit O) Sec 16
BHL: 2012' FNL x 2176' FEL (Unit G) Sec 21
Well: Pure Gold A-14

Surface: 10' FSL x 2160' FEL (Unit 0O) Sec 16
BHL: 480' FNL x 2160' FEL (Unit B) Sec 21
Well: Pure Gold B-7

Surface: 2100' FSL x 1600' FEL (Unit J) Sec 20
BHL: 18988' FNL x 1834' FEL (Unit G) Sec 20
Well: Pure Gold B-8

Surface: 1950' FSL x 335' FEL (Unit I) Sec 20
BHL: 1957' FNL x 505' FEL (Unit H) Sec 20
Well: Pure Gold B-9

Surface: 10" FSL x 1960' FEL (Unit 0) Sec 17
BHL: 480' FNL x 1800' FEL (Unit B) Sec 20
Well: Pure Gold B-10

Surface: 10" FSL x 145' FWL (Unit M) Sec 16
BHL: 480' FNL x 480' FEL (Unit A) Sec 20

Said wells are located within approximately 1 mile of
mile marker 15 on State Highway 128, New Mexico.
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STATE OF NEW MEXICO
ENERCY, MINERALS AND NATURAL RESOURCES DEPT.
O1L CONSERVATION COMMISSION

IN THE MATTER OF THE HEARING
CALLED BY THE O!L CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE NO. 9316
Order No. R-111-P

APPLICATION OF THE OI!L CONSERVATION
DIVISION UPON ITS OWN MOTION TO

REVISE ORDER R-111, AS AMENDED, PERTAINING
TO THE POTASH AREAS OF EDDY AND LEA
COUNTIES, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9:00 a.m. on
February 18, 1988, at Santa Fe, New Mexico, before the Oil
Conservation Commission of New Mexico, hereinafter referred to
as the "Commission."

NOW, on this _ 2lst  day of April, 1988, the Commission,
a quorum being present, having considered the testimony
presented and the exhibits received at said hearing, and being

fully advised in the premises,

FINDS THAT:

(1) Due public notice having been given as required by
law, the Commission has jurisdiction of this cause and the
subject matter thereof.

(2) Order R-111-A was entered July 14, 1955, and since
that time no amendments have been entered, except amendments
to Exhibit "A" attached thereto, despite significant advances
in drilling technology and practices.

(3) Operation under Order R-111-A has become virtually
unworkable because of 1) the lack of tolerance on the part of
both oil/gas and potash industries in regarding the activities
of the other industry in areas where leasehold interests are
overlapping and 2) confusion recording the boundaries of the
known Potash Leasing Area (KPLA) established by the U.S.
Bureau of Land Management (BWM) and the R-111-A area as
amended by Orders R-111-B through O.
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(4) The then Director of the Qil Conservation Division
(OCD) by memorandum dated March 21, 1986 convened a study
committee of volunteer representatives from the oil and potash
industries and other interested parties.

{(5) The committee met May 29, September 25-26, and
November 13-14 (field trip) in 1986 and on March 19, 1987.

(6) By committee agreement a work committee was formed
from the larger committee consisting of three members and one
alternate from each industry and this work committee was
chaired by the OCD Chief Petroleum Engineer and charged with
the responsibility to develop proposed amendments to Order
R-111-A. |t met on April 30, May 1, July 23-24 and
November 23, 1987.

(7) Each r .ting of the work committee was held in the
presence of repr sentatives of both BIM and OCD; and at its
final meeting November 23, 1987 an agreement was reached and
signed by the committee members present, which agreement is .
attached hereto as Exhijbit "B", for the purpose of providing
background information and acknowledging the concensus reached
by representatives of the Oil and Gas and Potash industries
relating to the multiple use of resources in the potasn area.

(8) _Exhibit "B" is regarded by the Commission as a
report of both the work committee and the full siudy committee
since a draft copy of a nearly identical agreement was
furnished to each member of the study committee for comment,
and comments received thereon were addressed at the final
meeting.

(9) The agreement represents a compromise by both
industries, the potash operators relinquishing lower grade
marginal or uneconomic ore deposits in order to more fully
protect their higher grade ore deposits; and the oil/gas
operators receiving such lands containing sub-economic ore

deposits as prospective drill-sites.

(10) The Oil and Gas Act, 70-2-3 F NMSA 1978, declares
as waste "drilling or producing operations for oil or gas
within any area containing commercial deposits of potash where
such operations would have the effect unduly to reduce the
total quantity of such commercial deposits of potash which may
reasonably be recovered -- or where such operations would
interfere unduly with the orderly commercial development of
such potash deposits".

‘ (117) The Oil and Gas Act in 70-2-12 B(17) empowers the
Division "to regulate and, where necessary, prohibit drilting
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or producing operations for oil and gas" in areas which would
cause waste as described in 70-2-3 F.

(12) The report of the work committee presents a
reasonable process for determining where wells for oil and gas
would cause waste of potash and the pertinent portions of said
report should be contained in the order as a reasonable
process for prohibiting oil and gas drilling in such areas in
the absence of substantial evidence that waste of potash as
described by the statute would not result.

{(13) Release of methane into potash mine workings would
endanger the lives of miners and would render further mining
activities uneconomic because of the additional, and more
expensive safety requirements which would be imposed by the
Mine Safety and Health Administration (MSHA) of the U.S.
Department of Labor.

(14) Salt and potash deposits are essentially non-porous
and impermeable but are intar-bedded with clay seams which, in
an undisturbed state are porous but of extremely Ilow
permeability.

(15) Primary mining activity creates minor localized
disturbance but secondary mining causes subsidence of the
overburden the effects of which tend to expand beyond the
mined out area a distance approximately equal to the depth of
the mined area.

(16) During the drilling of wells for oil and gas,
measures should be taken to protect the salt-protection casing
from internal pressures greater than the designed burst
resistance plus a safety factor so as to prevent any possible
entry of methane into the salt and potash interval.

(17} A proposed revision of Order R-111-A was presented
at the hearing and comments were received thereon both orally
at the hearing and in writing subsequent to the hearing, the
record being held open for two weeks subsequent to the
hearing, as announced by the Chairman,

(18) Testimony and comments both in support and in
opposition to the proposed revision of the order were received
at the hearing and subsequent thereto, some pointing out that
the number of oil or gas wells which could be drilled under
the terms of the committee report would be reduced but no
comments addressed the possible waste of potash as a result of
additional drilling.
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(19) One member of the work committee from the potash
industry testified the proposed revision of Order R-111-A
failed to prohibit drilling in the commercial ore areas and

was therefore contrary to the work committee report and the
Oil and Gas Act.

(20) The Commission cannot abdicate its discretion to

consider applications to drill as exceptions to its rules and
orders but in the interest of preventing waste of potash
should deny any application to drill in commercial potash
areas as recommended in the work committee report, unliess a
clear demonstration is made that commercial potash will not be
wasted unduly as a result of the drilling of the well.

(21) Confusion can be reduced and efficiencies can be
obtained by making the area covered by Order R-111 coterminous
with the KPLAZas determined by the BIM, and the area should be
expanded and contracted by the regular pool nomenclature
procedure rather than by separate hearings and further
revisions of Order R-111,

(22) Expansion of the R-111 area to coincide with the
KPLA will bring under the purview of this order areas where
potash is either absent or non-commercial and such areas
should be granted less stringent casing, cementing and
plugging requirements, at the discretion of the OCD district
supervisor.

(23) The proposed revision of Order R-111-A will permit
the drilling of wells for oil or gas in areas previously not
available for such drilling and will prevent waste of potash,
and further, will serve to reduce confusion and uncertainty in
the conduct of operations by both the potash and oil/gas
industries, all to the benefit of the state and its citizens,.

IT IS THEREFORE ORDERED THAT:

This order shall be known as The Rules and Regulations
Coverning the Exploration and Development of QOil and Gas in
Certain Areas Herein Defined, Which Are Known To Contain
Potash Reserves.

A. OBJECTIVE
The objective of these Rules and Regulations is to
prevent waste, protect correlative rights, assure maximum
conservation of the oil, gas and potash resources of New
Mexico, and permit the economic recovery of oil, gas and
potash minerals in the area hereinafter defined.
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B. THE POTASH AREA

(1) The Potash Area, as described in Exhibit A
attached hereto and made a part hereof, represents the area in
various parts of which potash mining operations are now in
progress, or in which core tests indicate commercial potash
reserves., Such area is coterminous with the Known Potash
Leasing Area (KPLA) as determined by the U.S. Bureau of Land
Management (BWM).

(2) The Potash Area, as described in Exhibit "A"
may be revised by the Division after due notice and hearing at
the regular pool nomenclature hearings, to reflect changes
made by BWM in its KPLA.

C. DRILLING IN THE POTASH AREA

(1) All drilling of oil and gas wells in the Potash
Area shall be subject to these Rules and Regulations.

(2) No wells shall be drilled for oi! or gas at a
location which, in the opinion of the Division or its duly
authorized representative, would result in undue waste of
potash deposits or constitute a hazard to or interfere unduly
with mining of potash deposits.

No mining operations shall be conducted in the

Potash Area that would, in the opinion of the Division or its

duly authorized representative, constitute a hazard to oil or

- gas production, or that would unreasonabiy interfere with the
orderly development and production from any oil or gas pool.

(3) Upon discovery of oil or gas in the Potash
Area, the Oil Conservation Division may promulgate pool rules
for the affected area after due notice and hearing in order to
address conditions not fully covered by these rules and the
general rules,

(4) The Division's District Supervisor may waive
Wf J‘f/ , , the requirements of Sections D and F which are more rigorous
DR quq*\than the general rules upon satisfactory showing that a
o P T ljocation is outside the Life of Mine Reserves (LMR) and
wﬁﬂ”ﬂ surrounding buffer zone as defined hereinbelow and that no
commercial potash resources will be unduly diminished.

(S) All encounters with flammable gas, including
hydrogen sul fide, during drilling operations shal! be reported
immediately to the appropriate OCD District office followed by
a written report of same,
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D. DRILLING AND CASING PROGRAM

(1) For the purpose of the regulations and the
drilling of wells for oil and gas, shallow and deep zones are

defined as follows:

(a) The shallow zone shall include all
formations above the base of the Delaware Mountain Group or,
above a depth of 5,000 feet, whichever is lesser.

(b)) The deep zone shall include all formations
below the base of the Delaware Mountain Group or, below a
depth of 5,000 feet, whichever is lesser.

(c) For the purpose of identification, the
base of the Delaware Mountain Group is hereby identified as
the geophysical log marker found at a depth of 7485 feet in
the Richardson and Bass No. 1 Rodke well in Section 27,
Township 20 South, Range 31 East, NMPM, Eddy County, New

Mexico.

(2) Surface Casing String:

(a) A surface casing string of new or used oi}
field casing in good condition shall be set in the "Red Bed"
section of the basal Rustler formation immediately above the
salt section, or in the anhydrite at the top of the salt
section, as determined necessary by the regulatory
representative approving the drilling operations, and the
cement shall be circulated to the surface.

(b) Cement shall be allowed to stand a minimum
of twelve (12) hours under pressure and a total of twenty-four
(24) hours before drilling the plug or initiating tests.

(c}] Casing and water-shut-off tests shall be
made both before and after drilling the plug and below the
casing seat as follows:

(i) If rotary tools are used, the mud
shall be displaced with water and a
hydraulic pressure of six hundred (600)
pounds per square inch shall be applied.
{f a drop of one hundred (100) pounds per
square inch or more should occur within
thirty (30) minutes, corrective measures
shall be applied.

(i) I f cable tools are used, the mud
shall be bailed from the hole, and if th
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hole does not remain dry for a period of

one hour, corrective measures shall be
applied.
(d) The above requirements for the surface

casing string shall be applicable to both the shallow and deep
zones.,

(3) Salt Protection String:

(a) A salt protection string of new or used
oil field casing in good condition shall be set not less than
one hundred (100) feet nor more than six hundred (600) feet
below the base of the salt section; provided that such string
shall not be set below the top of the highest known oil or gas
zone. With prior approval of the OCD District Supervisor the
wel lbore may be deviated from the vertical after completely
penetrating Marker Bed No. 126 (USGS) but that section of the
casing set in the deviated portion of the wellbore shall be
centralized at each joint.

(b) The salt protection string shall be
cemented, as follows:

(i} For wells drilled to the shallow
zone, the string may be cemented with a
nominal volume of cement for testing
purposes only, If the exploratory test
well is completed as a productive well,
the string shall be re-cemented with
sufficient cement to fill the annular
space back of the pipe from the top of the
first cementing to the surface or to the
bottom of the cellar, or may be cut and
pulied if the production string is
cemented to the surface as provided in
sub-section D (5)(a)(i) below.

(ii) For wells drillied to the deep zone,
the string must be cemented with
sufficient cement to fill the annular
space back of the pipe from the casing
seat to the surface or to the bottom of
the cellar.

(c) If the cement fails to reach the surface or the
bottom of the cellar, where required, the top of the cement
shall be located by a temperature, gamma ray or other survey
and additional cementing shal! be done unti! the cement is
brought to the point required.
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(d) The fluid used to mix with the cement
shall be saturated with the salts common to the zones
penetrated and with suitable proportions but not less than 1%
of calcium chloride by weight of cement.

{e) Cement shall be allowed to stand a minimum
of twelve (12) hours under pressure and a total of twenty-four
(24) hours before drilling the plug or initiating tests.

{f) Casing tests shall be made both before and
after drilling the plug and beiow the casing seat, as follows:

(i) If rotary tools are used, the mud
shall be displaced with water and a

hydraulic pressure of one thousand (1000)
pounds per square inch shall be applied.
If a drop of one hundred (190) pounds per
square inch or more should occur within
thirty (30) minutes, corrective measures
shall be applied.

(ii) if cable tools are used, the mud

shall be bailed from the hole and if the
hole does not remain dry for a period of
one hour, corrective measures shall be

applied.

(g) The Division, or its duly authorized
representative, may require the use of centralizers on the
salt protection string when in their judgment the use of such
centralizers would offer further protection to the salt
section.

(h) Before drilling the plug a drilling spool
installed below the bottom blowout preventer or the wellhead
casing outliet shall be equipped with a rupture disc or other

automatic pressure-relief device set at B8B0% of the APl-rated
burst pressure of new casing or 60% of the APl-rated burst

pressure of used casing. The disc or relief device should be
connected to the rig choke manifold system so that any flow

can be controlled away from the rig. The disc or retief
device shall remain installed as long as drilling activities
continue in the well until the intermediate or production

casing is run and cemented.

(i) The above requirements for the salt
protection string shall be applicable to both the shallow and
deep zones except for sub-section D (3) (b) (i) and (ii)
above,
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(a) In drilling wells to the deep zone for oil
or gas, the operator shall have the option of running an
intermediate string of pipe, unless the Division requires an
intermediate string be run,.

(b) Cementing procedures and casing tests for
the intermediate string shall be the same as provided under
sub-sections D (3) (c), (e) and (f) for the salt protection
string.

(5) Production String:

(a) A production string shall be set on top or
through the oil or gas pay zone and shall be cemented as
fol lows:

(i) For wells drilled to the shallow zone
the production string shaill be cemented to
the surface if the salt protection string
was cemented only with a nominal volume
for testing purposes, in which case the
salt protection string can be cut and
pulled before the production string is
cemented; provided, that if the salt
protection string was cemented to the
surface, the production string shall be
cemented with a volume adequate to protect
the pay zone and the casing above such
zone.

(ii}) For wells drilled to the deep zone,
the production string shail be cemented
with a volume adequate to protect the pay
zone and the casing above such zone;
provided, that if no intermediate string
shall have been run and cemented to the
surface, the production string shall be
cemented to the surface.

(b) Cementing procedures and casing tests for

the production string shall be the same as provided under
sub-section D (3) (c), (e) and (f} for the salt protection
string; however if high pressure oil or gas production is

discovered in an area, the Division may promulgate the
necessary rules to prevent the charging of the salt section.
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E. DRILLING FLUID FOR SALT SECTION

The fluid used while drilling the salt section shall
consist of water, to which has been added sufficient salts of
a character common to the zone penetrated to completely
saturate the mixture. Other admixtures may be added to the
fluid by the operator in overcoming any specific problem.
This requirement is specifically intended to prevent enlarged
drill holes.

F. PLUGCING AND ABANDONMENT OF WELLS

(1) All wells heretofore and hereafter drilled
within the Potash Area shall be plugged in a manner and in
accordance with the general rules or field rules established
by the Division that will provide a solid cement plug through
the salt section and any water-bearing horizon and prevent
liquids or gases from entering the hole above or below the
salt section.

(2) The fluid used to mix the cement shall be
saturated with the saits common to the salt section penetrated
and with suitable proportions but not more than three (3)
percent of calcium chloride by weight of cement being
considered the desired mixture whenever possible.

G. DESICNATION OF DRILLABLE LOCATION FOR WELLS

(a) Within ninety (90) days following
effective date of this Order and annually thereafter by
January 31 if revised, each potash lessee, without regard to
whether the lease covers State or Federal lands, shall file
with the District Manager, BIM, and the State Land Office
(SLO), a designation of the potash deposits considered by the
potash lessee to be i*s life-of-mine reserves {"LMR"). For
purposes of this Agreement, "life-of-mine reserves'" means
those potash deposits within the Potash Area reasonably
believed by the potash lessee to contain potash ore in
sufficient thickness and grade to be mineable using current

day mining methods, equipment and technology. Information
used by the potash lessee in identifying its LMR shall be
filed with the BLM and SLO but will be considered privileged
and confidential "trade secrets and commercial.

.information" within the meaning of 43 C.F.R.§2.13(c)kn)
(1986), Section 19-1-2.1 NMSA 1978, and not subject to public
disclosure.

(b) Authorized officers of the BLWM and SLO
shall review the information submitted by each potash lessee
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in support of its MR designation on their respecctive lands
and verify upon request, that the data used by the potash
lessee in establishing the boundaries of its LMR is consistent
with data available to the BIM and SLO. Any disputes between
the BWM and potash lessee concerning the boundary of a
designated WMR shall be resolved in accordance with the
Department of Interior's Hearings and Appeals Procedures, 43
C.F.R. Part 4 (1986).

(¢c) A potash lessee may amend its designated
IMR by filing a@a revised designation with the BWM and SLO
accompanied by the information referred to in Section A above.
Such amendments must be filed by January 31 next following the
date the additional data becomes available.

(d) Authorized officers of the BIM and SLO
shal! conmit the designated LMR of each potash lessee to a
map(s) of suitable scale and thereafter revise the map(s) as
necessary to refiect the latest amendments to any designated
LMRs . These maps shall be considered privileged and
confidential and exempt from disclosure under 43 C.F.R. Part 2
and §19-1-2.1 NMSA 1978, and will be used only for the
purposes set forth in this Order.

(e) The foregoing procedure can be modified by
policy changes within the BIM and State Land Office.

(2) Before commencing drilling operations for oil
or gas on any lands within the Potash Area, the well operator
shall prepare a map or plat showing the location of the
proposed well, said map or plat to accompany each copy of the
Notice of Intention to Drill. In addition to the number of
copies required by the Division, the well operator shall send
one copy by registered mail to each potash operator holding
potash leases within a radius of one mile of the proposed
well, as reflected by the plats submitted under paragraph |
(2). The well operator shall furnish proof of the fact that

said potash operators were notified by registered mail of his
intent by attaching return receipt to the copies of the Notice
of Intention to Driil and plats furnished the Division.

(3) Drilling applications on federal lands will be
processed for approval by BLM. Applications on state or
patented lands will be processed by the Division and, in the
case of state tands, in collaboration with the SLO. The
Division will first ascertain from the BILM or SLO that the .

FroCTttor 1S not within the LMR &Fea. Active mine workings and
mtned-out areas shali also be freated as LMR. Any application
to drill in the WMR area, including buffer zones, may be
approved only by mutual agreement of lessor and lessees of
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both potash and oil ard gas interests. Applications to drill
outside the MR will be approved as indicated below; provided
there is no protest from potash lessee within 20 days of his
receipt of a copy of tnhe notice:

fa) a shatlow wetl shatl be drilled no closer
to the LMR than one-fourth {(1/8) mile or 110%
of the depth of the ore, whichever is greater.

{b) A deep well shall be drilled no closer than
one-hal® (1/2) mile from the LMR.

H. INSPECTION OF DRILLING AND MINING OPERAT IONS

A representative of any potash lessee within a

radius of one mile from the well location may be present
during drilling, cementing, casing, and plugging of any oil or
gas wells to observe conformance with these regulfations.
Likewise, a representative of the oil and gas lessee may

inspect mine workings on his lease to observe conformance with
these reguliations.

. FILING OF WELL SURVEYS, MINE SURVEYS

(1) Directional Surveys:

The Division may require an operator to file a
certified directional survey from the surface to a point below
the lowest known potash-bearing horizon on any well drilled
within the Potash Area.

(2) Mine Surveys:

Within 30 days after the adoption of this order
and thereafter on or before January 31st of each year, each
potash operator shall furnish the Division two copies of a
plat of a survey of the location of his leaseholdings and all
of his open mine workings, which plat shall be available for
public inspection and on a scale acceptable to the Division.

J. APPLICABILITY OF STATEWIDE RULES AND REGULATIONS

. All general statewide rules and regulations of the
Oil Conservation Division governing the development,
operation, and producticn of oil and gas in the State of New
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Mexico not inconsistent or in conflict herewith, are hereby
adopted and made appl!icable to the areas described herein.

1T _1S_FURTHER ORDERED THAT:

(1} Order R-111 and amendments through R-111-0 are
hereby rescinded.

(2) Jurisdiction of this cause is retained for the entry
of such further orders as the Conmission may deem necessary,

Done at Santa Fe, New Mexico on the day and vyear
hereinabove designated.

STATE OF NEW MEXICO
OlL CONSERVATION COMMISSION

Wl L

WILLIAM R. HUMPHRIES, Member

ERLING A. BROSTU

Member

WILLIAM J. LEMAY, Chairman
/

and Sedretary
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CONSOL IDATED LAND DESCRIPTION OF THE KNOWN POTASH
LEASING AREA, AS OF FEBRUARY 3, 1988

EDDY COUNTY, NEW MEXICO

TOWNSHIP 18 SOUTH, RANGE 30 EAST, NAMPM

Section 10: SE/Q SE/u

Section 11: S/2 SW/u

Se@tion 13: W/2 SW/4 and SE/4 SW/u

Section 14: W/2 NE/4, NW/4 and S/2

Section 15: E/2 NE/4, SE/4 SW/4 and SE/ U

Section 22: N/2, N/2 SW/4, SE/u4 SW/4 and SE/4

Section 23: Al

Section 24: N/2 NW/ 4, SW/4 NW/U4 and NwW/u SW/Uu

Section 26: NE/4, N/2 NW/u and SE/4 NW/4

Section 27: N/2 NE/4 and NE/4 NW/U

TOWNSHIP 19 SOUTH, RANGCE 29 EAST, NMPM

Section 11: SETGSETR

Section 12: SE/4 NE/Y4 and S/2

Section 13: All

Section 14: NE/4, SE/4 NW/4 and S/2

Section 15: SE/4 SE/4

Section 22: NE/48, Ef2 W/2 and SE/4

Section 23: All

Section 24: All

Section 25: NW/4 NW/u

Section 26: N/2 NE/4 and NW/u

Section 27: NE/4 and E/2 NW/u

TOWNSHIP 19 SOUTH, RANCE 30 EAST, NMPM

Section 2: SWrig

Section 3: W/2 SW/u, SE/4 SW/4, S/2 SE/4 and
NE/U4 SE/4

Section U4: Lots 3 and 4, SW/4 NE/4, S/2 NW/u
and 5/2

Section 5: Lots 1, 2, and 3, S/2 NE/4,
S/2 NW/4 and S/2

Section 6: S/2 SE/4 and NE/4 SE/u

Sections 7 to 10 inclusive

Section 11: S/2 NE/4, NW/U4 NW/4 and S/2

Section 12: NE/4, S/2 NW/4 and S/2

Section 13: NE/u4, W/2, Nf2 SE/4 and SW/4 SE/ U

Sections 14 to 18 inclusive

Section 19: Lots 1, 2, and 3, NE/u4, E/2 NW/4,
NE/4 Sw/u, E/2 SE/4 and
NW/4 SE/Y

Sections 20 to 23 inclusive
Section 24: NW/L, NW/4 SW/8 and S/2 Sw/a
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Section 25: NW/4 NW/u

Section 26: NE/4 NE/U4, W/2 NE/4, W/2, W/2 SE/4
and SE/4 SE/ 4

Section 27: All

Section 28: All

Section 29: E/2, E/2 NW/4 and NW/4 NW/ 4

Section 32: E/2 and SE/4 SWIU

Section 33 to 35 inclusive

Section 36: NW/4 NW/u4, S/2 NW/U4 and S/2

TOWNSHIP_ 19 SOUTH, RANGE 31 EAST, NMPM

Section 7: EEYE'T"?T'SBH'?'SEE”E72 NW/ 4

Section 18: Lots 1, 2, and 3 and SW/u4 NE/4,
E/2 NW/4 and NE/4 SW/4

Section 31: Lot 4

Section 34: SE/4 SE/4

Section 35: S/2 SW/4 and SW/4 SE/4

Section 36: S/2 SE/4

LEA COUNTY, NEW MEXICO

TOWNSHIP 19 SOUTH, RANGCE 32 EAST, NMPM

Section 31: Lot y

Section 33: Lots 1 to 4 inclusive and N/2 S/2
Section 34: Lots 1 to 4 inclusive and N/2 S/2
Section 35: Lots 1 to 4 inclusive and N/2 S/2
Section 36: Lots ' to 4 inclusive, SE/U4 NE/4,

NW/4 SW/4 and NE/4 SE/4

TOWNSHIP 19 SOUTH, RANCE 33 EAST, NMPM

§€EYTGB'7?‘""‘§ETH"NETH"ETT—§W7E°EHE SE/4
Section 23: S/2 NW/u4, SW/u4, W/2 SE/N and
SE/ﬂ SE/4
Section 25: SW/u4 NW/4, W/2 SW/4 and SE/4 SW/4
Section 26: At l
Section 27: All
Section 28: S/2 SE/4 and NE/u4 SE/4
Section 30: Lots 2 to 4 inclusive, S/2 NE/4,
SE/4 NW/4, E/2 SW/4 and SE/u
Section 31: Al l
Section 32: NE/4, S/2 NW/4 and S/2
Sections 33 to 35 inclusive
Section 36: W/2 NE/4, SE/4 NE/4, NW/4 and S/2

TOWNSH!P 19 SOUTH, RANCE 34 EAST, NMPM
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EDDY COUNTY, NEW MEXICO

TOWNSHIP 20 SOUTH, RANCE 29 EAST, HNMPM

Section 1: SETH‘NETH'SEE"ET?'§ETE‘
Section 13: SW/4 NW/4, W/2 SW/U4 and SE/U4 SW/4
Section 14: NW/4 NE/4, S/2 NE/4, NW/Uu and S/2
Section 15: E/2 E/2, SE/4 SW/4 and W/2 SE/u4
Section 22: E/2 and E/2 NW/u4
Section 23: All
Section 24: SW/4 NE/L4, W/2, W/2 SE/4 and

SE/4 SE/4
Section 25: N/2, SW/4, W/2 SE/U4 and NE/4 SE/4
Section 26: Al
Section 27: E/2
Section 34 NE/ 4
Section 35: N/2
Section 36: W/2 NE/4 and NW/ 4

TOWNSHIP 20 SOUTH, RANGE 30 EAST, NMPM

Sections t to & inclusive

Section 5: Lots ' to 3 inclusive, S/2 N/2
and S/2

Section 6: Lots 5, 6, and 7, S/2 NE/4, E/2 SW/4
and SE/ 4

Section 7: Lots 1 and 2, E/2 and E/2 NW/4

Sections 8 to 17 inclusive

Section 18: E/2

Section 19: E/2 and SE/4 SW/u

Sections 20 to 29 inclusive

Section 30: Lots ' to 3 inclusive, E/2 and
E/2 W/2

Section 3t: NE/4 and E/2 SE/4

Sections 32 to 36 inclusive

TOWNSHIP 20 SOUTH, RANGE 31 EAST, NMPM

Section 1: Lots 7 to 3 Tnclusive, S/2 N/2
and S/2

Section 2: Al

Section 3: Lots 1t and 2, S/2 NE/4 and SE/4

Section 6: Lots 4 to 7 inclusive, SE/4 Nw/u,
E/2 SW/4, W/2 SE/4 and
SE/4 SE/4

Section 7: All

Section B8: S/2 N/2 and S/2

Section 9: S/2 NW/4, SW/u4, W/2 SE/4 and
SE/4 SE/4

Section 10: E/2 and SW/4

Sections 11 tg 36 inclusive
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LEA COUNTY, NEW MEX!ICO

TOWN§HIP_20_SOUTH, RANGCE 32 EAST, NAPM

Sections ' to 4 inclusive  __ _~——°

Section 5: S/2 SE/4

Section 6: Lots 4 to 7 inclusive, SE/4 NW/u4,
E/2 SW/4 and SW/4 SE/4

Sections 7 to 36 inclusive

TOWNSHIP 20 SOUTH, RANCE 33 EAST, NMPM

Sections 1 to 36 inclusive

TOWNSHIP 20 SOUTH, RANGE 34 EAST, NMPM

Section 6: Lots 3 to 7 inclusive, SE/U4 NW/u,
Ef2 SW/4, W/2 SE/U4 and
SE/4 SE/4
Section 7: All
Section 8: SW/u, S/2 NW/u4, W/2 SE/4 and
SE/4 SE/u4
Section 16: W/2 NW/4, SE/4 NW/u, SW/4 and
S/2 SE/4
Sections 17 to 21 inclusive
Section 22: N/2 NW/u4, SW/U4 NW/y, SW/4, W/2 SE/4,
and SE/4 SE/u
Section 26: SW/u4, W/2 SE/4 and SE/4 SE/ U4
Sections 27 to 35 inclusive
Section 36: SW/4 NW/4 and W/2 SW/4

EDDY COUNTY, NEW MEXI1CO

TOWNSHIP 21 SOUTH, RANCE 29 EAST, NMPM

Sections 1 to 3 inclusive

Section U: Lots ' through 16, NE/4 SW/4 and
SE/4

Section 5: Lot 1

Section 10: N/2 NE/4, SE/4 NE/4 and SE/U4 SE/ 4

Sections 11 to 14 inclusive

Section 15: E/2 NE/4 and NE/4 SE/4

Section 23: N/2 NE/4

Section 24: E/2, N/2 NW/U4 and SE/4 NW/u

Section 25: NE/4 NE/4 and S/2 SE/4

Section 35: Lots 2 to 4 inclusive, S/2 NE/4,
NE/4 SW/4 and N/2 SE/4

Section 36: Lots 1 to U4 inclusive, NE/U4,

E/2 NW/4 and N/2 S/2

T e e e e e o —— iy e —— ——— - ——— - — ——

Sections 1 to 36 inclusive
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TOWNSHIP 21 SOUTH, RANCE 31 EAST, NMPM

o —— ———— — ——— —— — —— ———— — e = ——— —— A — ] ~ "o > o P e o e e

Sections 1 to 36 inclusive

LEA COUNTY, NEW MEXICO

TOWNSHIP 21 SOUTH, RANGE 32 EAST, NMPM

Sections 1 to 27 inclusive

Section 28: N/2 and N/2 S/2

Sections 29 to 31! inclusive

Section 32: NW/4 NE/4, NW/4 and NW/4 SW/4

Section 34: N/2 NE/4 :

Section 35: N/2 N/2 .

Section 36: E/2, N/2 NW/ua, SE/4 NW/4 and
NE/4 SW/4

TOWNSHIP 21 SOUTH, RANGE 33 EAST, NMPM

Section 1: Cots 2 to 7 inclusive, Lots 10 to
14 inclusive, N/2 SW/U4 and
SW/4 SW/4

Sections 2 to 11 inclusive

Section 12: NW/4 NW/4 and SW/4 SW/1

Section 13: N/2 NW/4, S/2 N/2 and S/2

Sections 14 to 24 inclusive

Section 25: N/2, SW/u4 and W/2 SE/4

Sections 26 to 30 inclusive

Section 31: Lots 1 to 4 inclusive, NE/U4,
E/2 W/2, N/2 SE/4 and
Sw/4 SE/4

Section 32: N/2 and NW/4 SW/u

Section 33: N/2

Section 34: NE/4, N/2 NW/4 and E/2 SE/U4

Section 35: Atll

Section 36: W/2 NE/4, NW/4 and S/2

TOWNSHIP 21 SOUTH, RANGE 34 EAST, NMPM
Section 17: W72

Section 18: All

Section 19: Lots 1 to 4 inclusive, NE/U4,
E/2 W/2, N/2 SE/4 and
SW/4 SE/4

Section 20: NW/4 NwW/u

Section 30: Lots 1 and 2 and NE/4 NW/4

Section 31: Lots 3 and 4

EDDY COUNTY, NEW MEXICO

TOWNSHIP 22 SOUTH, RANGE 28 EAST, NMPM
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TOWNSHIP 22 SOUTH, RANGE 29 EAST, NMPM

e e e e e e . e e o e e = o e e © o e

Sections 1 and 2 inclusive

Section 3: SE/4 SW/4 and SE/ 4

Section 9: S/2 NE/4 and S/2

Sections 10 to 16 inclusive

Section 17: S/2 SE/4

Section 19: SE/4 NE/U4 and E/2 SE/4

Sections 20 to 28 inclusive

Section 29: N/2 N/2, S/2 NE/4 and SE/4
Section 30: NE/4 NE/U

Section 31: Lots ' to 4 inclusive, S/2 NE/&,

E/2 W/2 and SE/&
Sections 32 to 36 inclusive

TOWNSHIP 22 SOLTH, RANGE 30 EAST, NMPM

Sections 1 to 36 inclusive

TOWNSHIP 22 SOUTH, RANGE 31 EAST, NMPM

Sections 1 to 11 inclusive

Section 12: NW/4 NE/4, NW/4 and NW/4 SW/4
Section 13: S/2 NW/4 and SW/4

Sections 14 to 23 inclusive

Section 24: W, 2

Section 25: NW/ 4

Section 26: NE/4 and N/2 NW/4

Sections 27 to 34 inclusive

LEA COUNTY, NEW MEXICO

TOWNSHIP 22 SOUTH, RANGE 32 EAST, NMPM

o e o o o e = s v o

Section 1: Lot 1

Section 6: Lots 2 to 7 inclusive and SE/4 NW/4

TOWNSHIP 22 SOUTH, RANGE 33 EAST, NMPM

Section 1: Lots 1 to 4 inclusive, S/2 N/2 and
N/2 S/2

Section 2 Al

Section 13: Lot 1, SE/4 NE/4 and SE/u

Section 6: l.ot 4

Section 10: NE/Y

Section 11 NW/4 NE/4 and NW/ 4

TOWNSHIP 22 SOUTH, RANCE 34 EAST, NMPM

Section 6: Lots 4 to 6 inclusive
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EDDY COUNTY, NEW MEXICO

TOWNSHIP 23 SOUTH, RANGE 28 EAST, NMPM
Section 1: Lot 1

TOVINSHIP 23 SOUTH, RANGE 29 EAST, NMPM
Sections 1 to 5 inclusive

Section 6: Lots 1 to 6 inclusive, S/2 NE/u4,
SE/4 NW/4, E/2 SW/4 and SE/4
Section 7: NE/4 and NE/4 NW/4
Section 8: N/2, N/2 SW/4, SE/4 SW/4 and SE/4
Sections 9 to 16 inclusive
Section 17: NE/4 and E/2 SE/u4
Sections 21 to 23 inclusive
Section 24: N/2, SW/4 and N/2 SE/4
Section 25: W/2 NW/4 and NW/4 SW/4
Section 26: All
Section 27: All
Section 28: N/2, N/f2 SW/u4, SE/4 SW/4 and SE/4
Section 33: N/2 NE/4 and NE/4 NW/4
Section 34: NE/U4, E/2 NW/u4, NW/4 NW/4,
NE/U4 SW/4 and SE/4
Section 35: All
Section 36: W/2 NE/4, NW/4 and N/2 SW/4

TOWNSHIP 23 SOUTH, RANGE 30 EAST, NMPM
Sections 1 to 18 inclusive

Section 19: N/2, N/2 SW/4, SE/4 SW/4 and SE/4

Section 20: All

Section 21: All

Section 22: N/2, S/2 SW/4, N/2 S/2 and SE/4 SE/4

Sections 23 to 25 inclusive

Section 26: E/2, SE/4 NW/U4 and SW/4

Section 27: N/2 NW/4, SW/4 NW/4, SE/4 SW/u4,
S/2 SE/4 and NE/4 SE/4

Section 28: N/2 and SW/u

Section 29: N/2 and SE/u4

Section 30: N/2 NE/4

Section 32: N/2 NE/4

Section 33: SE/4 NE/4, N/2 NW/4, NE/4 SE/4

and S/2 SE/4
Sections 34 to 36 inclusive

TOWNSHIP 23 SOUTH, RANCE 31 EAST, NMPM

Section 2: Lot 4, SW/4 NW/4 and W/2 SE/4
Sections 3 to 7 inclusive

Section 8: NE/4 NE/4, W/2 NE/4 and W/2
Section 9: N/2 N/2

Section 10: NW/4 NW/4 and SE/4 SE/4

Section 11: S/2 NE/4, S/2 SW/4 and SE/u4
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Section 12: SW/4 NW/4 and SW/u

Section 13: SW/4 NE/4, W/2 and W/2 SE/4

Section 14: Al

Section 15: E/2, SE/4 NW/U4 and SW/4

Section 16: SW/U4 and S/2 SE/4

Section 17: NW/4 and S/2

Sections 18 to 23 inclusive

Section 24: W/2 NE/4 and W/2

Section 25: W/2 NE/4, NW/u4, N/2 SW/4 and
NW/4 SE/4

Sections 26 to 34 inclusive

Section 35: N/2 NW/4 and SW/4 NwW/U4

TOWNSHIP 24 SOUTH, RANGE 29 EAST, NMPM

Section 2:  Lots 2 to § inclusive

Section 3: Lot 1

TOWNSHIP_24_SOUTH, RANGE 30 EAST, NMPM

Section 1: Lots 1 to 4 inclusive, S/2 N/2,
SW/4 and NW/4 SE/4

Section 2: All

Section 3: Al

Section 4: Lots 1 and 2, S/2 NE/u4, SE/u4 NW/u,
SW/4 SwW/4, E/2 SW/4 and SE/U4

Section 9: N/2, N/2 SW/4, SE/4 SW/4 and SE/4

Section 10: Al

Section 11: All

Section 12: W/2 NW/4 and NW/4 Sw/4

Section 14: W/2 NE/U and NW/4

Section 15: NE/4 and N/2 NW/4

TOWNSHIP 24 SOUTH, RANCE 31 EAST, NMPM

Section 3: Lots 7 to & inclusive, SW/4 NE/u,
S/2 NW/4, SW/4 and W/2 SE/u

Section 4: Al

Section 5: Lots 1 to 4 inclusive, S/2 N/2,
N/2 S/2 and SE/4 SE/u4

Section 6: Lots 1 to 6 inclusive, S/2 NE/u,
SE/4 NW/4, NE/Y4 SW/4 and
N/2 SE/A4

Section 9: E/2 and NW/4

Section 10: W/2 NE/Y4 and W/2

Section 35: Lots 1 to 4 inclusive, S/2 N/2 and
N/2 S/2

Section 36: Lots 1 and 2, SW/4 NW/U4 and N/2 SW/4

TOWNSHIP 25 SOUTH, RANGE 31 EAST, NMIM

Section 2: Lots 1t to 4 inclusive and S/2 N/2



STATEMENT OF AGREFMENT BETWEEN
THE POTASH INDUSTRY AND OIL AND
GAS INDUSTRY ON CONCURRENT X
OPERATIONS TN THF POTASH ARFA
Intr ion

This Statement of Agreement sets forth the joint agreement
of the Potash Industry and 0Oil and Gas Industry on important
issues concerning the concurrent dévelopment of potash and oil
and gas reserves in Eddy and Lea Counties, New Mexico. 1t
represents the efforts of numerous representatives from each
Industry over many months and is intended to resolve many of
the disputes that have arisen as a result of concurrent oil and
gas drilling activities in the vicinity of underground potash
mining.

The parties recognize that this Agreement will not resolve
all disputes or disagreements that may arise and that
regulatory intervention may still be necessary in some
instances. By entering into this Agreement, however, each
industry recognizes the right of the other to develop its
mineral resources in a safe and economical manner and
acknowledges that concurrent development of multiple mineral
resources places certain limits on each industry. Each also
agrees that these 1limits can be better defined through good
faith discussions among industry representatives familiar with
industry technology and practices than repeated and prolonged

litigation or administrative proceedings.

EXHIBIT "B"
CASE NO. 9316
ORDER NO. R-111-P



In attempting to accomplish this, each Industry has made
concessions on issues considered critical to it in a good faith
effort to obtain concessions from the other. For this reason,
both Industries agree that the terms of this Statement of
Agreement are subject to the following conditions:

1. Upon approval by representatives of each
Industry, the terms of the Agreement will be
submitted to and must be adopted without
substantial change by the New Mexico 0il
Conservation Commission ("OCC"”) 1in 1lieu of the
current Order R-111A, as amended;

2. The terms of the Acreement will be submitted to
and must be adopted without substantial change by
the U. S. Department of Interior, Bureau of Land
Management ("BLM") in lieu of Section III (E) of
the Secretary of the Interior’'s Order of October
21, 1986 [51 Fed. Reg. 39425];

3. Each Industry will use its best efforts to secure
approval of the terms of the Agreement from the
OCC and BLM; and
4. In the event the terms in the Agreement are not
adopted without substantial change by both the
OCC and the BLM, this Statement of Agreement will
become null and void and will not be referred to
by any Industry representative on the Study
Committee in any future proceeding before the OCC
or BLM.
- It is the intention of the parties to this Agreement that:
(1) certain areas of potash deposits, called "life-of-mine-
reserves” or "LMR's,"” be permanently protected from oil and gas
drilling activities; and (2) to make available for oil and gas
drilling activities, certain areas within the Potash Area. The
area of potash deposits protected will be determined in
accordance with this Agreement but, generally speaking, will

encompass the yellow, orange and a major portion of the blue



areas shown on the BLM Potash Resources Map as it existed on
October 1, 1984. Areas in the Potash Area that will be
available for oil and gas drilling activities will be those
areas outside the designated LMR's which, generally speaking,
will be the red, green, grey and a minor portion of the blue
areas shown on the BLM Potash Resources Map as it existed on
October 1, 1984, less areas designated as buffer zones by this
Agreement.

I. The P h Ar

A. The Area covered by this Agreement shall be known as
the "Potash Area". -

. B. The "Potash Area" 1includes those tracts of 1land in
Southeastern New Mexico, from the surface downward, which are
designated as a "potash area®" by the Secretary of the
Department of Interior in Section V of the Order dated October
21, 1986 and published in the Federal Register on October 28,
1986 ([51 Fed. Reg, 39426]}. It shall also 1include any
subsequent revisions to such designations. The terms "potash®
and "commercial deposits of potash” shall have the same meaning
as assigned by the U. S. Department of Interior.

cC. It is the intgnt of the parties to this Agreement that
the "Potash Area" designated by the State of New Mexico be
identical to that designated by the U. S. Department of
Interior. Accordingly, if the "potash area” designated in the
Secretarial Order of October 21, 1986 (51 Fed. Reg. 39425] is

revised, the OCC, on its own motion after notice and hearing as



provided by applicable 1laws and regulations, will adopt the
same revision.
I1. Designation of Mine Reserves

A, Within ninety (90) days following adoption of this
Agreement by the OCC and UBLM and annually thereafter by January
31 if revised, each potash lessee, without regard to whether
the lease covers State or Federal lands, shall file with the
District Manager, BLM, a designation of the potash deposits
considered by the potash lessee to be its life-of-mine reservés
("LMR") . For purposes of this Agreement, “life-of-mine
reserves" means those potash deposits within the Potash Area
reasonably believed by the potash lessee to contain potash ore
in sufficient thickness and grade to be mineable using current
day mining methods, equipment and technology. Information used
by the potash lessee in identifying its LMR shall be filed with
the BLM but will be considered privileged and confidential
"trade secrets and commercial . . . information" within the
meaning of 43 C.F.R. §2.13(c)(4) (1986) and not subject to
public disclosure.

B. An authorized officer of the BLM shall review the
information submitted by each potash lessee in support of its
LMR designation and verify, upon request, that the data used by
the potash lessee in establishing the boundaries of its LMR is
consistent with data available to the BLM. Any disputes
between the BLM and potash lessee concerning the boundary of a

designated LMR shall be resolved 1in accordance with the



Department of Interior's Hearings and Appeals Procedures, 43
C.F.R. Part 4 (1986).

c. A potash lessee may amend its designated LMR by filing
a revised designation with the BLM accompanied by the
information referred to in Section A above. Such amendments
must be filed by January 31 next following the date the.
additional data becomes available.

D. An authorized officer of the BLM shall comnit the
designated LMR of each potash lessee to a map(s) of suitable
scale and thereafter revise the map(s) as necessary to reflect
the latest amendments to any designated LMRs. These maps shall
be considered privileged and confidential and exempt from
disclosure under 43 C.F.R. Part 2 and will be used only for
the purposes set forth in this Agreement.

I1X. rilling in the P h Area

A. All o0il and gas wells drilled in the Potash Area after
approval of this Agreement by the OCC and BLM, including those
currently pending before the OCC and/or BLM, shall be subject.
to the terms of this Agreement.

B. It is the policy of the OCC and BLM to approve or deny
applications for permits to drill (APD's) in the Potash Area in
accordance with the following:

1. LMR and Buffer 2Zqgne. No o0il or gas well shall be
allowed from a surface location: (a) within the LMR of
any potash lessee; (b) within one-fourth (1/4) mile,
or a distance equal to the depth of the ore plus ten
percent (10%), whichever is greater, of the LMR of any

potash lessee; or (c) where the well casing will pass
within one-fourth (1/4) mile, or a distance equal to




the depth of the ore plus ten percent (10%), whichever
is greater, of the LMR of any potash lessee.

Outside Buffer Zone But Within One-Half (1/2) mile of
LMR. An APD for an oil or gas well at a location more
than one-fourth (1/4) mile, or a distance equal to the
depth of the ore plus ten percent (10%), whichever is
greater, but less than one-half (1/2) mile from the
LMR of any potash lessee may be approved only if:
(a) the bottom hole location does not extend below the
base of the Delaware Mountain Group, and (b) the well
is drilled in accordance with the cementing and casing
requirements set forth in Section V.

More Than One-Half Mile But Less Than One Mile From
LMR. An APD for an oil or gas well at a location more
than one-half (1/2) mile but less than one mile from
the LMR of any potash lessee may be approved
regardless of the depth of the bottom hole 1location
provided: (a) wells with bottom hole locations below
the base of the Delaware Mountain Group are drilled in
accordance with the cementing and casing requirements
set forth in Section V o0f this Agreement, and
(b) wells to bottom hole locations above the base of
the Delaware Mountain Group may be drilled without
regard to the requirements in Section V of this
Agreement but must be drilled in accordance with then
current Industry safety standards.

More Than One Mile From LMR. An APD for an oil or gas
well at a location more than one mile from the LMR ¢
any potash lessee may be approved regardless of the
depth of the bottom hole location and without regard
to the requirements of Section V of this Agreement.

Open Mine Workings. No o0il or gas well shall be
allowed from any location where the well casing will
pass within one-fourth (1/4) mile or a distance equal
to the depth of the ore plus ten percent (10%),
whichever is greater, of any open mine workings.

Abandoned Mine Workings. No oil or gas well shall be
allowed from any location where the well casing will
pass through or within one-fourth (1/4) of a mile or a
distance equal to the depth of the ore plus ten
percent (10%), whichever is greater, of any abandoned
mine workings that are connected to an existing mine
by an opening or barrier of one-hundred (100) feet or
less unless the APD is accompanied by the sealing and
safety plan and certification described in Paragraph C
below.




7. An APD.for a directionally drilled oil or gas well to
a bottom hole location underlying the LMR of any
potash lessee may be approved subject to the
limitations and requirements set forth in Paragraphs 1
- 6 above. Directionally drilled holes shall be
drilled vertically until they have completely
penetrated Marker Bed No. 126 (U.S.G.S.) of the Salado
Formation at which time they may be deviated.

C. An o0il and gas operator desiring to drill a well to a
bottom hole location that does not extend below the base of the
Delaware Mountain Group from a surface location where the well
casing will pass through or within one-fourth (1/4) of a mile
or a distance equal to the depth of the ore plus ten percent
(10%), whichever is greater, of abandoned mine workings that
are connected to an existing mine by any opening or a barrier
of one-hundred (100) feet or less shall prepare and submit to
all affected potash lessees a plan and program for sealing of f
the area to be penetrated from other mine workings. Approval
of any such plan shall be in the sole discretion of the
affected potash lessees. Any ‘approved plan shall be attached
by the oil and gas operator to the APD for filing with the OCC,
and/or BLM. The o0il and gas operator shall also complete a
certification in the form prescribed by the OCC and/or BLM that

the drilling of such well will not create a safety hazard to

affected potash lessees.
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D. It is the belief of both parties that the tovisions\\
~-
of this Agreement eliminate the need for drilling islands and
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three-year mining plans and, therefore, both agree that no
drilling islands will be established in the Potash Area and the"

filing of three-year mining plans will be eliminated.



IV. Location of Wells and Notice to Potash Lessee

A, The BLM, upon request, will advise o0il and gas lessees
of the surface locations where wells will be allowed to devel-
the leases. O0Oil or gas leases covering areas designated a LMR
by a potash lessee will be unitized to the extent possible with
other areas where drilling is allowed.

B. An oil or gas operator desiring to drill an oil or gas
well in the Potash Area or within one (1) mile of a potash
lease shall prepare and file an APD with the OCC and/or BLM
along with a map or plat showing the location of the proposed
well. One copy of the APD and map or plat shall be served by
registered mail, return receipt regquested, on all potash
leaseholders within one (1) mile of the proposed well
location. Howeve;. if the APD is for an oill or gas well that
will penetrate abandoned mine workings, all potash leaseholders
in the Potash Area shall be notified. Proof of such servi._-
shall be attached to the APD and filed with the OCC and/or
BLM. Within twenty (20) days of service of an APD and required
documents, any potash leaseholder within one (1) mile of the
proposed well location (or any affected potash lessee if the
proposed well will penetrate abandoned mine workings) may file
an objection with the OCC to the proposed well, If the
objections cannot be resolved by agreement of the parties, the
matter shall be referred for hearing before the OCC.

C. The failure of a potash leaseholder to object to e

well 1location or its agreement to the drilling locations



referred to in this Agreement shall not constitute a release of
liability. ©0il and gas leaseholders and those persons and/or
entities involved in the development of the 1lease shall be
responsible as provided by law for any damages caused by them
to any person by the release of gases or 1liquids into the
strata or atmosphere as a result of drilling activities.
V. Drilling and Casing Program
(Same as current R-111-A)
VI. Drilling Fluid for Salt Section
(Same as current R-111-A]
VII. in n W
[{Same as current R-111-A]
VIII. FEiling of Well Surveys
The OCC may require an o0il and gas operator to fil_e a
certified directional survey from the surface to a point below
the lowest known potash bearing horizon on all wells drilled in
the Potash Area. All encounters with flammable gases,
including st, shall be reported by the operator to the OCC.
IX. iti irem n n
A. All o0il and gas drilling activities within the Potash
Area shall be performed using appropriate technology,
equipment, and procedures to reduce the hazards of such
activities to underground mines and miners and be conducted in
accordance with the prudent operator standard.
B. Only the minimum number of wells necessary to develop

an oil or gas lease will be allowed within the Potash Area.



cC. In the event the increased o0il and gas drilling
activities allowed by this Agreement result in a safety hazard
or if data developed in the course of such increased activitie
make it reasonably appear that such activities are or will
become a hazard to underground miners or mining activities, the
BLM and/or OCC willy upon request, initiate proceedings in
accordance with NMSA 70-2-23 and/or other applicable laws and
regulations to review such data and take whatever emergency
steps are found necessary to eliminate such hazard. Potash
lessees may, 1in addition, 1initiate actions for injunctive
relief under NMSA 70-2-29. The taking or failure to take such
action by the OCC or any potash lessee shall not relieve the
0il and gas lessee from liability for any damages caused by its
oil and gas activities. . (/A

AGREED TO AND APPROVED THIS Z__g_’b/mw OF /{M /Z(_/) ’
1987, BY THE FOLLOWING REPRESENTATIVES OF EACH INDUSTR:

COMPRISING THE POTASH-OIL AREA SPECIAL RULES STUDY COMMITTEE:
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CASE 3286:

Scexer Yo, 28-234
Applicaticn Jf 'esa Zrande ReSCUrsces, Inc. Tor <r2atisn o7 3 new 211 ool ant scecizl zocl eulas,
210 drriba County, ‘lew Mexica. Acpiizant, "n tn2 aoove-stiyled cause, seeks tne creation of 3 nay
acol for ¢il aroauction o be designated is the Gavilan 3r eros-cakora 347 2agl tn
Toansrizs 23 ird 25 Morth, Range 2 dWest, ind oo . Pooool ocuias faztuated
3 srovisicn “oroigd-acre spacing.
3¢ Ire amencment 6T sivisicn lrcer oL R-11T-A,

Appiication Jf 3ass Interprises °roducticn 3.
Eady and Lea Counties, Mew Mexico. Jdoplicant, in <ne above-sgylea cause, seaus tne amenament
of Division Order Na. R-111-4, as amended, >y the inclusion of an Article wheraby the D1rector
of the 0il Conservation Division shall rave the authority to grant approval, ~1thout notice and
hearing, for the directional drilling of wells from orthodex and unorthodox surface locations
putside the Potash-0il Area to orthodox ang unorthodox bottomhole 19cat1ons ceneath the Potash-
0il Area provided that the Salado formatizn is not genatrated tnerein,

wpplication of 3ass Enterprises Productizn Za. for the aporoval of 4rilling islands and specis)
uies for Potasn-Jil Area, £ddy County, ‘iew Mexico. Applicant, in the above-styled cause, seeks
the creation of 18 specified arilling islands for tre arilling of shallow ana deep wells (above
or below the base of the Strawn formaticn) and for special rules to be appiied therein including
approval of vertical and directional dri'ling; orthodox and unorthodox surface and bottomhole
locations; and special drilling, casing and camenting requirements all within or in zne vicinity
of the Potash-0il Area as defined in Divisicn Order R~111-A, as amended.
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Jocket Mo. 29-84

DOCKET: COMMISSIOM HEARING - FRIDAY - AUGUST 3, 1984

OIL CONSERVATION COMMISSICN - 3 a.M,
STATE LAND OFFICE BUILDING, SANTA FE,

- ~00M 205
NEW MEXICO

CASE 8289:

CASE 8259:

In the matter of Case 8289 being called by the 0il Conservation Division on its own motion
pursuant to the provisions of Divisicn Order No. R-5446-8 which approved the 3ravo Dome Carbon
Oioxide Gas Unit Agreement in Harding, Unizn, and Quay Counties, New Mexico, %o permit Amoco
Production Company, the operator of said unit, to review operations and demonstrate to the
Commission that its operations within the unit are resulting in the prevention of waste and the
protection of correlative rights on a continuing basis.

(Continued from July 11, 1984, Zxaminer Hearing)

Application of Robert N. Enfield for an unorthodox zas well location, £ddy County, Yew Mexicao.
Applicant, in the above-styled cause, s=2sks ipproval of an unorthodox gas well location 1,200
feet from the South line and 330 feet frcm the fast line of Section 18, Townshio 21 South, Range
23 East, I[ndian Basin-Upper Pennsylvanian %as Pcol, all of said Section 18 to be dedicated to the
well.
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MR 2109

BEFORE THE NEW MEXICO OIL CONSERVATION COMMISSION

APPLICATION OF KAISER-FRANCIS OIL
COMPANY FOR DIRECTIONAL DRILLING, CASE NO. 10887 (de novo)
EDDY COUNTY, NEW MEXICO. ORDER NO. R-10048

RESPONSE TO MOTION TO DISMISS

Santa Fe Energy Operating Partners, L.P. ("Santa Fe"), for its
response to the Motion to Dismiss filed by Kaiser-Francis O0il
Company ("Kaiser"), states:

I. FACTS.

Kaiser filed Case No. 10887 seeking Division approval for ten
directional wells with bottomhole locations in Sections 20 and 21,
Township 23 South, Range 31 East, N.M.P.M. The mineral rights in
Sections 20 and 21 are owned by the United States. The target zone
of all ten wells is the Brushy Canyon formation of the Delaware
Mountain Group. Santa Fe is an offset operator in Section 17,
adjacent to the North boundary line of Section 20.!

The proposed wells are in the oil-potash arei of Southeast New
Mexico. Kaiser met with the Bureau of Land Management ("BLM")
during 1993 to discuss well locations in Sections 20 and 21, and
was verbally informed by the BLM that directional wells were
required. Transcript? at 16-17, 26-27. Kaiser never filed written
APD’s with the BLM requesting vertical hole approvals, nor did
Kaiser appeal the BLM’s directional well requests through the

Interior Board of Land Appeals ("IBLA").

One of Kaiser’s proposed wells (the Pure Gold "B" Fed. No. 9) has a
surface location on Santa Fe’s lease in Section 17.

References are to page numbers of the transcript of proceedings
before the Hearing Examiner on December 16, 1993.



Other operators have experienced the same BLM demands for
directional wells in the oil-potash area, but through persistence
have swayed the BLM to change its mind and allow vertical holes in
some instances. In other cases, operators have appealed the BLM’s
vertical hole denials through the IBLA. Transcript at 105-106.

Kaiser testified at hearing that:

(a) Directional wells cost substantially more than
vertical wells. Transcript at 66.

(b) Lifting costs for directional wells are generally
higher than 1lifting costs for vertical wells.
Transcript at 67. As a result, the economic limit
is higher for a directional well than for a verti-
cal well. Transcript at 64.

(c) Kaiser is aware of no economic directional Delaware
wells drilled in New Mexico. Transcript at 71.

(d) Certain of Kaiser’s wells will be unorthodox in the
Bell and/or Cherry Canyon formations.

Order No. R-10048 was issued by the Division on January 12,
1994, approving Kaiser’s application for hearing de novo on January
26, 1994. Kaiser filed its motion to dismiss on February 21, 1994.
II. ARGUMENT.

Santa Fe’s position is simple: Drilling directional wells
causes physical and economic waste and should not be allowed unless
Kaiser exhausts its remedies within the BLM and IBLA seeking

vertical well approval. To do otherwise will adversely affect all



operators in the oil-potash area by encouraging the BLM to require
directional wells even when unnecessary, causing waste.
A. Waste.

The Commission and the Division are charged with
preventing physical (underground) and economic waste. N.M. Stat.
Ann. § 70-2-11 (1987 Repl.). The testimony before the Division is
undisputed that directional wells cost more than vertical wells,
and will leave reserves in the ground due to higher economic
limits, thus causing waste. The Commission has authority to review
any decision which may cause waste, and thus should hear testimony
in tkis matter.

While Santa Fe owns no interest in Kaiser’s proposed
wells, it owns significant interests throughout Southeast New
Mexico, including in the oil-potash area. Any policy by the
Division or Commission to routinely approve directional wells,
without requiring Kaiser or any other operator to fully address
vertical well approval bcfore the BLM and the IBLA, will adversely
affect the profitability of future operations by Santa Fe (and
other operators) in New Mexico. Transcript at 107-109. Thus,
Santa Fe is a party of record adversely affected by Order No. R-
10048, and should be allowed to present testimony before the
Commission on these issues.

B. Correlative Rights.

As noted above, some of Kaiser’s wells will have

unorthodox locations in the Bell and/or Cherry Canyon formations.

One or two of the proposed wells are unorthodox with respect to



Santa Fe. Kaiser testified at the hearing that it will seek
Division approval before producing from unorthodox locations in the
Bell and/or Cherry Canyon formations. Transcript at 25-26, 76.
Nonetheless, once a well is drilled approval for uphole unorthodox
locations has been routinely granted by the Division, which may be
detrimental to Santa Fe. While this is not of immediate concern,
it is a factor the Commission should consider with respect to its
policy in approving directional wells in the oil-potash area.
III. CONCLUSION.

Due to the policy and waste issues involved in directional
drilling requests in the oil-potash area, Santa Fe requests that
Kaiser’s motion be denied, and that it be allowed to present

evidence before the Commission on its de novo request.

HINKLE, COX, EATON,

COEFIELD & HENSLEY
By: iii;gz;;dﬁkj

James Bruce

Ppst Office Box 2068

Santa Fe, New Mexico 87504-2068
(505) 982-4554

/;ttorneys for Santa Fe Energy
Operating Partners, L.P.
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BEFORE THE NEW MEXICO OIL CONSERVATION COMMISSIOIFAR zmd

APPLICATION OF KAISER-FRANCIS OIL
COMPANY FOR DIRECTIONAL DRILLING, CASE NO. 10887 (de novo)
EDDY COUNTY, NEW MEXICO. ORDER NO. R-10048

RESPONSE TO MOTION TO DISMISS

Santa Fe Energy Operating Partners, L.P. ("Santa Fe"), for its
response to the Motion to Dismiss filed by Kaiser-Francis O0il
Company ("Kaiser"), states:

I. FACTS.

Kaiser filed Case No. 10887 seeking Division approval for ten
directional wells with bottomhole locations in Sections 20 and 21,
Township 23 South, Range 31 East, N.M.P.M. The mineral rights in
Sections 20 and 21 are owned by the United States. The target zone
of all ten wells is the Brushy Canyon formation of the Delaware
Mountain Group. Santa Fe is an offset operator in Section 17,
adjacent to the North boundary line of Section 20.!

The proposed wells are in the oil-potash area of Southeast New
Mexico. Kaiser met with the Bureau of Land Management ("BLM")
during 1993 to discuss well locations in Sections 20 and 21, and
was verbally informed by the BLM that directional wells were
required. Transcript? at 16-17, 26-27. Kaiser never filed written
APD’s with the BLM requesting vertical hole approvals, nor did
Kaiser appeal the BLM’s directional well requests through the

Interior Board of Land Appeals ("IBLA").

One of Kaiser’s proposed wells (the Pure Gold "B" Fed. No. 9) has a
surface location on Santa Fe’s lease in Section 17.

References are to page numbers of the transcript of proceedings
before the Hearing Examiner on December 16, 1993.



Other operators have experienced the same BLM demands for
directional wells in the oil-potash area, but through persistence
have swayed the BLM to change its mind and allow vertical holes in
some instances. In other cases, operators have appealed the BLM’s
vertical hole denials through the IBLA. Transcript at 105-106.

Kaiser testified at hearing that:

(a) Directional wells cost substantially more than
vertical wells. Transcript at 66.

(b) Lifting costs for directional wells are generally
higher than 1lifting costs for vertical wells.
Transcript at 67. As a result, the economic limit
is higher for a directional well than for a verti-
cal well. Transcript at 64.

(c) Kaiser is aware of no economic directional Delaware
wells drilled in New Mexico. Transcript at 71.

(d) Certain of Kaiser’s wells will be unorthodox in the
Bell and/or Cherry Canyon formations.

Order No. R-10048 was issued by the Division on January 12,
1994, approving Kaiser’s application for hearing de novo on January
26, 1994. Kaiser filed its motion to dismiss on February 21, 1994.
II. ARGUMENT.

Santa Fe’s position is simple: Drilling directional wells
causes physical and economic waste and should not be allowed unless
Kaiser exhausts its remedies within the BLM and IBLA seeking

vertical well approval. To do otherwise will adversely affect all



operators in the oil-potash area by encouraging the BLM to require
directional wells even when unnecessary, causing waste.
A. Waste.

The Commission and the Division are charged with
preventing physical (underground) and economic waste. N.M. 8tat.
Ann. § 70-2-11 (1987 Repl.). The testimony before the Division is
undisputed that directional wells cost more than vertical wells,
and will leave reserves in the ground due to higher economic
limits, thus causing waste. The Commission has authority to review
any decision which may cause waste, and thus should hear testimony
in this matter.

While Santa Fe owns no interest in Kaiser’s proposed
wells, it owns significant interests throughout Southeast New
Mexico, including in the oil-potash area. Any policy by the
Division or Commission to routinely approve directional wells,
without requiring Kaiser or any other operator to fully address
vertical well approval before the BLM and the IBLA, will adversely
affect the profitability of future operations by Santa Fe (and
other operators) in New Mexico. Transcript at 107-109. Thus,
Santa Fe is a party of record adversely affected by Order No. R-
10048, and should be allowed to present testimony before the
Commission on these issues.

B. Correlative Rights.

As noted above, some of Kaiser’s wells will have
unorthodox locations in the Bell and/or Cherry Canyon formations.

One or two of the proposed wells are unorthodox with respect to



Santa Fe. Kaiser testified at the hearing that it will seek
Division approval before producing from unorthodox locations in the
Bell and/or Cherry Canyon formations. Transcript at 25-26, 76.
Nonetheless, once a well is drilled approval for uphole unorthodox
locations has been routinely granted by the Division, which may be
detrimental to Santa Fe. While this is not of immediate concern,
it is a factor the Commission should consider with respect to its
policy in approving directional wells in the oil-potash area.
III. CONCLUSION.

Due to the policy and waste issues involved in directional
drilling requests in the oil-potash area, Santa Fe requests that
Kaiser’s motion be denied, and that it be allowed to present
evidence before the Commission on its de novo request.

HINKLE, COX, EATON,
COEFIELD & HENSLEY
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MR 21

BEFORE THE NEW MEXICO OIL CONSERVATION COMMISSION

APPLICATION OF KAISER-FRANCIS OIL

COMPANY FOR DIRECTIONAL DRILLING, CASE NO. 10887 (de novo)

EDDY COUNTY, NEW MEXICO. ORDER NO. R-10048
RESPONSE TO MOTION TO DISMISS

Santa Fe Energy Operating Partners, L.P. ("Santa Fe"), for its
response to the Motion to Dismiss filed by Kaiser-Francis O0il
Company ("Kaiser"), states:

I. FACTS.

Kaiser filed Case No. 10887 seeking Division approval for ten
directional wells with bottomhole locations in Sections 20 and 21,
Township 23 South, Range 31 East, N.M.P.M. The mineral rights in
Sections 20 and 21 are owned by the United States. The target zone
of all ten wells is the Brushy Canyon formation of the Delaware
Mountain Group. Santa Fe is an offset operator in Section 17,
adjacent to the North boundary line of Section 20.! s

The proposed wells are in the oil-potash area of Southeast New
Mexico. [Kaiser met with the Bureau of Land Management ("BLM")
during 1993 to discuss well locations in Sections 20 and 21, and
was verbally informed by the BLM that directional wells were
required. Transcript® at 16-17, 26-27. Kaiser never filed written
APD’s with the BLM requesting vertical hole approvals, nor did
Kaiser appeal the BLM’s directional well requests through the

Interior Board of Land Appeals ("IBLA").

One of Kaiser’s proposed wells (the Pure Gold "B" Fed. No. 9) has a
surface location on Santa Fe’s lease in Section 17.

References are to page numbers of the transcript of proceedings
before the Hearing Examiner on December 16, 1993.



Other operators have experienced the same BIM demands for
directional wells in the oil-potash area, but through persistence
have swayed the BLM to change its mind and allow vertical holes in
some instances. In other cases, operators have appealed the BLM’s
vertical hole denials through the IBLA. Transcript at 105-106.

Kaiser testified at hearing that:

(a) Directional wells cost substantially more than
vertical wells. Tramscript at 66.

(b) Lifting costs for directional wells are generally
higher than 1lifting costs for vertical wells.
Transcript at 67. As a result, the economic limit
is higher for a directional well than for a verti-
cal well. Transcript at 64.

(c) Kaiser is aware of no econcnic directional Delaware
wells drilled in New Mexico. Transcript at 71.

(d) Certain of Kaiser’s wells will bLe unorthocdox in the
Bell and/or Cherry Canyon formations.

Order No. R-10048 was issued by the Division on January 12,
1994, approving Kaiser’s application for hearing de novo on January
26, 1994. Kaiser filed its motion to dismiss on February 21, 1994.
II. ARGUMENT.

Santa Fe’s position is simple: Drilling directional wells
causes physical and economic waste and should not be allowed unless
Kaiser exhausts its remedies within the BLM and IBLA seeking

vertical well approval. To do otherwise will adversely affect all



operators in the oil-potash area by encouraging the BLM to require
directional wells even when unnecessary, causing waste.
A. Waste.

The Commission and the Division are charged with
preventing physical (underground) and economic waste. N.M. Stat.
Ann. § 70-2-11 (1987 Repl.). The testimony before the Division is
undisputed that directional wells cost more than vertical wells,
and will leave reserves in the ground due to higher economic
limits, thus causing waste. The Commission has authority to review
any decision which may cause waste, and thus should hear testimony
in this matter.

While Santa Fe owns no interest in Kaiser’s proposed
wells, it owns significant interests throughout Southeast New
Mexico, including in the oil-potash area. Any policy by the
Division or Commission to routinely approve directional wells,
without requiring Kaiser or any other operator to fully address
vertical well approval before the BLM and the IBLA, will adversely
affect the profitability of future operations by Santa Fe (and
other operators) in New Mexico. Transcript at 107-109. Thus,
Santa Fe is a party of record adversely affected by Order No. R-
10048, and should be allowed to present testimony before the
Commission on these issues.

B. Correlative Rights.

As noted above, some of Kaiser’s wells will have
unorthodox locations in the Bell and/or Cherry Canyon formations.

One or two of the proposed wells are unorthodox with respect to



Santa Fe. Kaiser testified at the hearing that it will seek
Division approval before producing from unorthodox locations in the
Bell and/or Cherry Canyon formations. Transcript at 25-26, 76.
Nonetheless, once a well is drilled approval for uphole unorthodox
locations has been routinely granted by the Division, which may be
detrimental to Santa Fe. While this is not of immediate concern,
it is a factor the Commission should consider with respect to its
policy in approving directional wells in the oil-potash area.
III. CONCLUSION.

Due to the policy and waste issues involved in directional
drilling requests ir the oil-potash area, Santa Fe requests that
Kaiser’s motion be denied, and that it be allowed to present
evidence before the Commission on its de novo request.

HINKLE, COX, EATON,
CQEFIELD & HENSLEY
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MR 2 o

BEFORE THE NEW MEXICO OIL CONSERVATION COMMISSION

APPLICATION OF KAISER-FRANCIS OIL

COMPANY FOR DIRECTIONAL DRILLING, CASE NO. 10887 (de novo)

EDDY COUNTY, NEA MEXICO. ORDER NO. R-10048
RESPONSE TO MOTION TO DISMISS

Santa Fe Energy Operating Partners, L.P. ("Santa Fe"), for its
response to the Motion to Dismiss filed by Kaiser-Francis O0il
Company ("Kaiser"), states:

I. FACTS.

Kaiser filed Case No. 10887 seeking Division approval for ten
directional wells with bottomhole locations in Sections 20 and 21,
Township 23 South, Range 31 East, N.M.P.M. The mineral rights in
Sections 20 and 21 are owned by the United States. The target zone
of all ten wells is the Brushy Canyon formation of the Delaware
Mountain Group. Santa Fe is an offset operator in Section 17,
adjacent to the North boundary line of Section 20.! »

The proposed wells are in the oil-potash area of Southeast New
Mexico. Kaiser met with the Bureau of Land Management ("BLM")
during 1993 to discuss well locations in Sections 20 and 21, and
was verbally informed by the BLM that directional wells were
required. Transcript®? at 16-17, 26-27. Kaiser never filed written
APD’s with the BLM requesting vertical hole approvals, nor did
Kaiser appeal the BLM’s directional well requests through the

Interior Board of Land Appeals ("IBLA").

One of Kaiser’s proposed wells (the Pure Gold "B" Fed. No. 9) has a
surface location on Santa Fe’s lease in Section 17.

References are to page numbers of the transcript of proceedings
before the Hearing Examiner on December 16, 1993.



Other operators have experienced the same BLM demands for
directional wells in the oil-potash area, but through persistence
have swayed the BLM to change its mind and allow vertical holes in
some instances. In other cases, operators have appealed the BLM'’s
vertical hole denials through the IBLA. Transcript at 105-106.

Kaiser testified at hearing that:

(a) Directional wells cost substantially more than
vertical wells. Transcript at 66.

(b) Lifting costs for directional wells are generally
higher than 1lifting costs for vertical wells.
Transcript at 67. As a result, the economic limit
is higher for a directional well than for a verti-
cal well. Transcript at 64.

(c) Kaiser is aware of no economic directional Delaware
wells drilled in New Mexico. Transcript at 71.

(d) Certain of Kaiser’s wells will be unorthodox in the
Bell and/or Cherry Canyn»n formations.

Order No. R-10048 was issued by the Division on January 12,
1994, approving Kaiser’s application for hearing de novo on January
26, 1994. Kaiser filed its motion to dismiss on February 21, 1994.
II. ARGUMENT.

Santa Fe’s position is simple: Drilling directional wells
causes physical and economic waste and should not be allowed unless
Kaiser exhausts its remedies within the BLM and IBLA seeking

vertical well approval. To do otherwise will adversely affect all



operators in the oil-potash area by encouraging the BLM to require
directional wells even when unnecessary, causing waste.
A. Waste.

The Commission and the Division are charged with
preventing physical (underground) and economic waste. N.M. Stat.
Ann. § 70-2-11 (1987 Repl.). The testimony before the Division is
undisputed that directional wells cost more than vertical wells,
and will leave reserves in the ground due to higher economic
limits, thus causing waste. The Commission has authority to review
any decision which may cause waste, and thus should hear testimony
in this matter.

While Santa Fe owns no interest in Kaiser’s proposed
wells, it owns significant interests throughout Southeast New
Mexico, including in the oil-potasih area. Any policy by the
Division or Commission to routinely approve directional wells,
without requiring Kaiser or any other operator to fully address
vertical well approval before the BLM and the IBLA, will adversely
affect the profitability of future operations by Santa Fe (and
other operators) in New Mexico. Transcript at 107-109. Thus,
Santa Fe is a party of record adversely affected by Order No. R-
10048, and should be allowed to present testimony before the
Commission on these issues.

B. Correlative Rights.

As noted above, some of Kaiser’s wells will have
unorthodox locations in the Bell and/or Cherry Canyon formations.

One or two of the proposed wells are unorthodox with respect to



Santa Fe. Kaiser testified at the hearing that it will seek
Division approval before producing from unorthodox locations in the
Bell and/or Cherry Canyon formations. Transcript at 25-26, 76.
Nonetheless, once a well is drilled approval for uphole unorthodox
locations has been routinely granted by the Division, which may be
detrimental to Santa Fe. While this is not of immediate concern,
it is a factor the Commission should consider with respect to its
policy in approving directional wells in the oil-potash area.
ITII. CONCLUSION.

Due to the policy and waste issues involved in directional
drilling requests in the oil-potash area, Santa Fe requests that
Kaiser’s motion be denied, and that it be allowed to present
evidence before the Commission on its de novo request.
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