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R O B E R T E . C H A N D L E R 

J O H N D S A V A G E 

P H O N E (BIS) 684-6849 

May 22, 1985 

iJr. Tom Hobbs. Landman 
Sun Exploration and Production Company 
Box 1361 
Midland, Texas 79702 

Re: NE/4 SW/4 Section 7-22S-38E 
Lea County, New Mexico 

Dear Mr. Hobbs: 

Chandler and Savage have acauired the o i l and gas leasehold 
r i g h t s of 50$ of the captioned 40-acre t r a c t . I t i s our under­
standing that Sun Exploration and Production Company owns an 
o i l and gas lease of the remaining 50$. 

'.Ve desire to d r i l l a w e l l to about 8,000 feet to te s t the 
Granite Wash zone and therefore propose f o r your consideration 
that t h i s t e s t w e l l be commenced on or before November 15, 1985. 
We attach an AFE i n the amount of 3506,200 which i s the estimated 
amount to complete the te s t w e l l i n t o the tanks. 

Chandler and Savage w i l l be designated operator and a standard 
operating agreement w i l l be executed with, the charges f o r super­
v i s i o n and operations i n l i n e w i t h your normal experience f o r 
wells of t h i s depth i n t h i s area. The funds f o r your 50$ i n t e r ­
est are to be placed i n escrow i n advance of d r i l l i n g and are 
to be payable out of escrow as costs of the te s t w e l l are accrued. 
V/e request your expeditious review and decision regarding the 
te s t w e l l . 

,7e had hoped to o f f e r a farmout proposal f o r your consideration 
as an a l t e r n a t i v e i n the event you would prefer not to j o i n i n 
d r i l l i n g t h i s proposed-well. However, we have reviewed the eco­
nomics which pertain to your 50$ i n t e r e s t and are unable to 
o f f e r any consideration f o r your leasehold f o r the f o l l o w i n g 
reasons: 

1) The wells o f f s e t t i n g t h i s 40-acre t r a c t are i n the l a t e stage 
of depletion and expected reserves and production rates are 
too low. 
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2) Your 50/j i n t e r e s t i s burdened by an e x i s t i n g ORR i n add­
i t i o n to the normal landowner's r o y a l t y . More serious i s 
the existence of an extremely heavy burden of a number of 
complicated production payments and/or ORR's which accord­
ing to our research amount to the equivalent of a 50$ net 
p r o f i t s i n t e r e s t payable from any o i l and gas production 
a t t r i b u t a b l e to your 50$ i n t e r e s t . 

The combination of the above fa c t o r s of expected low product­
ion rates and low reserves and also the extremely heavy e x i s t ­
i n g burdens on any production preclude our being able to o f f e r 
Sun anything f o r i t s 50$ leasehold. 

As there i s a time l i m i t a t i o n on our r i g h t to d r i l l , we f e e l 
i t necessary that we s t a r t a w e l l by November 15/^985. There­
f o r e , we request that your i'4^to3*fecA)e furnished us i n ample 
time that we may pursue an a p p l i c a t i o n f o r pooling your i n t ­
erest i n a timely way. We f e e l that we would need to f i l e an 
ap p l i c a t i o n f o r a hearing i n Santa Pe by July 22, 1985. 

Thank you f o r your consideration and review of our proposal. 
We look forward to your decision. 

Yours very t r u l y , 
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