
(mj KERR-MCGEE CORPORATION 
KERR-MCGEE CENTER • OKLAHOMA CITY. OKLAHOMA 73125 

PLEASE REPLY TO 

EXPLORATION AND PRODUCTION DIVISION /"•,"-" ,7' \ 
U S ONSHORE REGION 
P O BOX 25861 
OKLAHOMA CITY. OKLAHOMA 73125 

PHONE 

405 848-9750 

A p r i l 6, 1989 

Working I n t e r e s t Owners 
Proposed K-M Chaveroo San Andres Unit 
(see attached l i s t ) 

Re: Minutes of Working I n t e r e s t Owner's Meeting 
K-M Chaveroo San Andres Unit 
Sections 1 & 2-T8S-R33E 
Chaveroo Fi e l d 
Chaves County, NM 

Gentlemen: 

A meeting of the working i n t e r e s t owners i n the proposed K-M 
Chaveroo San Andres Unit was held at 10:00 a.m. on A p r i l 4, 1989 i n 
Kerr-McGee's U. S. Onshore Region o f f i c e i n Oklahoma City, OK. 
Attachment 1 i s a l i s t of those i n attendance. The meeting was 
requested by Kerr-McGee and was chaired by Kerr-McGee. The purpose 
of the meeting was to obtain agreement on Kerr-McGee's waterflood 
plans and on u n i t p a r t i c i p a t i o n for the proposed u n i t . 

Information was presented on -the current status of wells i n 
the project area and on analogous San Andres waterfloods i n t h i s 
v i c i n i t y of New Mexico. Anticipated secondary o i l recovery and 
estimated operating costs and c a p i t a l investments were presented by 
Kerr-McGee. Attachment 2 i s a copy of data provided to the 
par t i c i p a n t s at the meeting. There were no objections t o Kerr-
McGee 's waterflood plans or estimated costs. The Unit Agreement 
and Unit Operating Agreement were not discussed i n any d e t a i l . 
However/:, i t was noted that the d r a f t agreements previously 
submitted t o the working i n t e r e s t owners would be f i n a l i z e d a f t e r 
approval of the Unit Agreement i s received from the New Mexico 
Department of Public Lands. 

Possible parameters f o r u n i t p a r t i c i p a t i o n were presented by 
Kerr-McGee, with the conclusion th a t cumulative primary o i l 
production was a f a i r and equitable parameter f o r determining 
p a r t i c i p a t i o n . Kerr-McGee made a motion t h a t the u n i t 
p a r t i c i p a t i o n formula be based 100% on cumulative o i l production 
through 12-31-88. Warren American seconded the motion and i t 
carri e d unanimously. Kerr-McGee stated that t h e i r target date f o r 
submission of a secondary recovery u n i t — a p p l i c a t i o n t o the New 
Mexico Commission was May 1, 1989. Br{Lsto^:-f..a^,.V,vrarTren"--^a^ican— 



were i n f u l l support of ge t t i n g the u n i t formed and i n i t i a t i n g 
secondary operations as soon as possible. 

B r i s t o l and Warren American both agreed t o place a value on 
t h e i r i n t e r e s t i n the Levick State "2" No. 1 and make a counter
proposal t o Kerr-McGee on the purchase o f f e r Kerr-McGee made 
previously. B r i s t o l and Warren American stated they should be able 
to do t h i s w i t h i n two weeks. 

There being no fur t h e r business, the meeting was adjourned at 
11:30 a.m. 

FBC/cew 



WORKING INTEREST OWNERS 
PROPOSED K-M CHAVEROO SAN ANDRES UNIT 

B r i s t o l Resources Corp. 
A t t e n t i o n : Mr. Bob Key 
3601 East 51st St., Suites B & C 
Tulsa, Oklahoma 7413 6 

Warren American O i l Co. 
A t t e n t i o n : Mr. Paul Woodul 
P. O. Box 470372 
Tulsa, Oklahoma 74147-0372 

Kerr-McGee Corporation 
A t t e n t i o n : Mr. Wayne Walz 
4 005 N. W. Expressway 
Oklahoma C i t y , Oklahoma 73116 



ATTACHMENT 1 

PROPOSED K-M CHAVEROO SAN ANDRES UNIT 

MEETING OF WORKING INTEREST OWNERS 

A p r i l 4, 1989 
10:00 a.m. 

NAME 

Bob Quance 
Ivan D. Geddie 
Floyd (Beef) Chambers 
Dave C h r i s t i a n 
Bob Key 
Paul J. Woodul 
Tom Jewell 

TELEPHONE 

(405)848-9750 
(405)848-9750 
(405)848=9750 
(405)270-3869 
(918)747-9817 
(918)492-8100 
(918)492-8100 

COMPANY 
REPRESENTING 

Kerr-McGee 
Kerr-McGee 
Kerr-McGee 
Kerr-McGee 
B r i s t o l Resources 
Warren American 
Warren American 

LOCATION 

Oklahoma C i t y 
Oklahoma C i t y 
Oklahoma C i t y 
Oklahoma C i t y 
Tulsa 
Tulsa 
Tulsa 



ATTACHMENT 2 

AGENDA 
PROPOSED K-M CHAVEROO SAN ANDRES UNIT 

Kerr-McGee Regional O f f i c e 
10:00 a.m. - A p r i l 4, 1989 

1. I n t r o d u c t o r y Remarks 

2. H i g h l i g h t s of Kerr-McGee's w a t e r f l o o d f e a s i b i l i t y 
study dated 7/15/88 and map o f w a t e r f l o o d area 
showing c u r r e n t w e l l s t a t u s . 

3. Current s t a t u s of p r o j e c t area: 
E x h i b i t 1 - 1988 O i l , Gas & Water Production 
E x h i b i t 2 - Proposed U n i t P a r t i c i p a t i o n 
E x h i b i t 3 - Summary of O i l Recovery Performance-

Analogous Waterfloods 
E x h i b i t 4 - Water Supply Agreement 

4. Discuss i n f o r m a t i o n provided t o B r i s t o l & Warren 
American i n Kerr-McGee's l e t t e r dated 3/20/89. 

5. Agreement on U n i t P a r t i c i p a t i o n . 

6. Review of U n i t Agreement and U n i t Operating 
Agreement. 

7. Adjustment of Investment. 

8. Timetable f o r Concluding U n i t N e g o t i a t i o n s on or 
before 5/1/89. 

9. Any other item concerning Secondary Recovery and 
U n i t i z a t i o n . 

Attachment: l e t t e r t o B r i s t o l Resources Corp. dated 3/30/89 

RJQ20:lrg02 
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EXHIBIT 2 

PROPOSED K-H CHAVEROO SAN ANDRES UNIT 
DERIVATION OF TRACT PARTICIPATION FACTORS 

CHAVEROO SAN ANDRES POOL 
PARTICIPATION 

TRACT 
OPERATOR ORIGINAL WELL NEW UN 
LEASE UELL tt LOCATION STATUS WELL i 

Kerr-McGee 
State F 1D 2 8S 33E P 02-04 

2C 2 8S 33E P 02-03 
3E 2 8S 33E P 02-05 
4F 2 8S 33E P 02-06 
5L 2 8S 33E P 02-12 
6K 2 8S 33E P 02-11 
7J 2 8S 33E P 02-10 
81 2 8S 33E P 02-09 
10N 2 8S 33E P 02-14 
11M 2 8S 33E P 02-13 
120 2 8S 33E P 02-15 
13P 2 8S 33E P 02-16 

7' 
1 

14c 2 8S 33E P 02-03 

Bristol 
Levick STate "2" 1G 2 8S 33E P 02-07 

Kerr-McGee 
State C 1B 2 8S 33E P 02-02 

2A 2 8S 33E P 02-01 
3H 2 8S 33E P 02-08 
4D 1 8S 33E P 01-04 
5C 1 8S 33E SUD 01-03 

Kerr-McGee 
State FU 9E 1 8S 33E P 01-05 

TOTAL PRIMARY RECOVERY 
TO 31 DECEMBER 1988 

BBLS 

68,269 
67,868 
83,345 
115,211 
184,095 
130,167 
86,553 
92,594 
100,154 
84,764 
84,312 
62,548 
16,856 

TRACT 
PARTICIPATION 

FACTOR 

1,176,736 

94,203 

94,203 

95,337 
85,156 
110,483 
34,660 

0 

325,636 

64,052 

64,052 

70.860945 

5.672738 

19.6(19220 

3.857097 

TOTALS 1,660,627 100.000000 

RJQ:lrg01a1 
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IIWMJ KERR-MCGEE CORPORATION 
KERR-MCGEE CENTER • OKLAHOMA CITY. OKLAHOMA 73125 

PLEASE REPLY TO 

EXPLORATION AND PRODUCTION DIVISION 
U S ONSHORE REGION 
P O BOX 2S861 
OKLAHOMA CITY. OKLAHOMA 73125 

March 20 , 1989 

PHONE 

405 848-9750 

B r i s t o l Resources Corporation 
Suites B and C 
3601 East 51st Street 
Tulsa, OK 74135 

RE: K-M CHAVEROO SAN ANDRES UNIT (PROPOSED) 
SECTION 1 & 2-8S-33E 
CHAVES COUNTY, NEW MEXICO 

Gentlemen: 

Reference i s made to your l e t t e r s of January 31, 1989 and February 
2, 1989, subject as above, wherein you requested investment costs, 
reserves, operating costs and water supply costs f o r the proposed 
waterflood u n i t . 

As the r e s u l t of our analysis of t h i s proposed secondary recovery 
pro j e c t we an t i c i p a t e an i n i t i a l investment of $719,000 gross, 
including $187,000 f o r a water supply system. A f t e r waterflood 
response, a future investment of $186,000 gross, i s anticipated to 
acquire larger l i f t equipment. Operating costs are expected t o be 
$532,000 during the f i r s t year of the waterflood and t o t a l 
$9,214,000 over a project l i f e of 20 years on a non-escalated or 
constant d o l l a r basis. See attachments. 

The p a r t i c i p a t i o n formula proposed f o r the K-M Chaveroo San Andres 
Unit i s a simple u n i t formula which c r e d i t s cumulative o i l 
production ( e s s e n t i a l l y ultimate primary recovery) t o December 31, 
1988 as 100%. On t h i s basis, the Working I n t e r e s t Owners i n the 
SW/4 NE/4 of Section 2, located w i t h i n the proposed u n i t area, 
would have a t o t a l t r a c t p a r t i c i p a t i o n i f 5.672738%. This was 
based on a primary recovery f o r B r i s t o l ' s Levick State "2" lease of 
94,203 barrels of o i l and a t o t a l u n i t primary recovery of 
1,660,627 barrels of o i l as of December 31, 1988. This formula i s 
considered by Kerr-McGee to be f a i r , reasonable and equitable since 
i t represents the r e l a t i v e contribution and q u a l i t y of each t r a c t 
i n the proposed K-M Chaveroo San Andres Unit. 



Page 2 

You w i l l f i n d attached a copy of the proposed u n i t agreement and 
u n i t operating agreement. Please give Floyd Chambers or Wayne Walz 
a telephone c a l l at 405/848-9750 i f a d d i t i o n a l information i s 
needed. A meeting of the Unit working i n t e r e s t owners w i l l be held 
at 10:00 a.m. on A p r i l 4, 1989, i n Kerr-McGee's Regional Office, 
4005 N.W. Expressway, Oklahoma City. Please so n o t i f y Chambers or 
Walz i f you w i l l not be able t o attend t h i s meeting. 

MHV:IDG:lrg 

cc: Warren American O i l Company 
P. 0. Box 470372 
Tulsa, OK 74147-0372 
Attn: Mr. Stephen K. Warren 

Warren American O i l Company 
P. 0. Box 971 
Midland, Texas 79702 
Attn: Mr. James O'Neill 

Vice President 
U. S. Onshore 
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TABLE 2 

PROPOSED K-M CHAVEROO SAN ANDRES UNIT 

ESTIMATED OPERATING EXPENSE AT 1989 PRICES 

Current Operating Cost 

Base Cost f o r I n j e c t o r and 
Producers i n waterflood 

Less: Saltwater Disposal 

E l e c t r i c i t y 

I n j e c t o r s 

Operating Cost 

Cost f o r Producers 

Plus: Pump change/year 

E l e c t r i c i t y at 
$~10/kw-hour 
(HP = 12) 

$18,600/month 

$18,600/month 

350 

2,250 

$16,000/month = $84 0/well/month 

19 wells (10 prod + 9 i n j ) 

$8 4 0/we11/month ($10,0 0 0/we11/year) 

$ 8 4 0/month/we11 

200 

550 

$15 9 0/month/wel1 ($19,00 o/wel1/yr) 

I n j e c t i o n Cost 

HP = 3150 BPD x 2000 p s i x .000017 = 107 hp 

BHP = 107 hp /0.75(Pump Efficiency) = 150 hp at $.lO/kw-hr 

E l e c t r i c a l Cost = $9,000/month 

Costs f o r Water I n j e c t i o n = $2,400/month 

I n j e c t i o n Cost = $11,400/month or $137,000/year 

RJQ15:lrg01 



TABLE 3 

COST OF WATER SUPPLY TO KERR-MCGEE 

Date Cost Result 

Test Dale Brown's Wells 1/24-26/89 $2,197 44,000 BWP0 
D r i l l WSW "F" #1 11/15-16/89 $5,212 P&A 
D r i l l WSW "FU" #1 11/16-17/88 $10,819 Test @ 86.6 GPM 
D r i l l WSW "F" #2 11/22-23/88 $11,106 P&A 
D r i l l WSW 2 1/24-2/1/89 $12,353 Test @ 13 GPM 
D r i l l WSW 3 1/25-2/1/89 $10,294 Test @ 4 GPM 

TOTAL $51,981 

7 

RJQ:lrg01 



TABLE 4 

PROPOSED K-M CHAVEROO SAN ANDRES UNIT 
ESTIMATED COSTS 

I n i t i a l Investment 

150 hp t r i p l e x pump w i t h mounting & motor pump house 
Treaters & f r e e water knockout 

4' x 20' t r e a t e r & 6' x 15* FWKO 
18,000' 2h" (2000#WP) f i b e r g l a s s p i p a t $3.80/ft 
9 i n j e c t i o n packers ( l o k set) a t $2,500/each 
P l a s t i c c o a t i n g f o r 9 WIW's - 4200' a t $2.00/ft 
2-1000 b b l f i b e r g l a s s water tanks 
10,000' 3" SDR t r u n k l i n e s a t $3.10/ft 
Transfer pumps from tank b a t t e r i e s t o WI s t a t i o n 
44,500' o f 4" PVC d i t c h e d & b u r i e d a t $3.50/ft 
Water storage tanks 
Water supply costs t o d r i l l 5 water supply w e l l s 
350 KWA t r a n s f e r c a p a c i t y 
Miscellaneous v a l v e s , connections, chokes, e t c . 
Tubing i n s p e c t i o n 
Rig work - 30 days a t $l,200/day 
Location work & roads 
T r a n s p o r t a t i o n 
Labor 
Supervision 
D i s t r i c t overhead 
Miscellaneous 

Future Investment A f t e r Waterflood Response 

5-228 D pumping u n i t s w i t h 40 hp motors 
7/8" & 3/4" rods - 16,000' a t $1.50/ft 
9000' o f 2 3/8" t u b i n g a t $2.80/ft 
Rig work - 10 days a t $l,200/day 

T o t a l Investment 

$ 56,000 

21, 
68, 
23, 
76, 
30, 
31, 
32, 

156, 
31, 
52, 
10, 
12, 
14, 
36, 
13, 
10, 
25, 
10, 
6, 
7, 

000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 

$719,000 

$125,000 
24,000 
25,000 
12,000 

$186,000 

$905,000 

RJQ16:lrg01 



U. S. Onshore Ope 

KERR-MCGEE CORPORATION OCT 14 1988 KERR-McC-EE CENTER • OKLAHOMA CITY. OKLAHOMA 73125 

E&P DIV. 
EXPLORATION ANO PRODUCTION DIVISION October 13, 1988 

Mr. Dale W. Brown 
South Star Route 
Box 40 
Elida, New Mexico 88116 

WATER AGREEMENT 
DATED SEPTEMBER 22, 1988 

You will find attached a copy of the subject agreement which evidences 
execution by Kerr-McGee Corporation. 

Ivan D. Neddie J 
T-25C McGee Tower 
P. 0. Box 25861 
Oklahoma City, OK 73125 
Tel: (405) 270-2124 

IDG:rgb 



bcc: Phillips-Namken-CFR (Chaveroo W. F. Project) 
M. H. Vaughn (information) 
F. Chambers (information) 
Lease Records (Original-please place of record in Roosevelt County, N.M.) 
E-Br-B 
Hold 



WATER AGREEMENT 

THIS AGREEMENT entered into effect ive as of the 22nd day 

o f September 1983, by and between KERR-MCGEE CORPORATION ("Kerr-McGee"), 

a Delaware corporation, and DALE w. BROWN a n d Myrna L. Brown ^f, 

H^WStfSWhusband and wife (hereinafter referred to as "Owner"). 

WHEREAS, Owner is the owner of a r ight to appropriate water pursuant to 

Permit n/a , Cert i f icate n/a , issued by the State Engineer of New 

Mexico from Section(s) 8 & 9 Township 7S , Range 34E , Roosevelt 

County, New Mexico; and 

WHEREAS, Kerr-McGee owns o i l producing acreage in a l l or parts of Sections 

1 4 2, Township 3 South (T8S), Range 33 East (R33E), Chaves County, New 

Mexico, together with additional acreage located in the v ic in i t y thereof, and 

requires a rel iable and adequate supply of water for waterflooding operations 

of the acreage; and 

WHEREAS, Owner has excess water available for sale to Kerr-McGee; and 

WHEREAS, Kerr-McGee is agreeable to be bound by the terms and conditions 

of Owner's Permit n/a , Cert i f icate n/a 

NOW, THEREFORE, in consideration of the premises and other good and 

valuable consideration and the covenants herein contained, the parties agree 

as follows: 

1. Owner hereby grants to Kerr-McGee, commencing on the effect ive date 

hereof, the exclusive r ight and option to purchase excess water from Owner, as 

necessary to meet Kerr-McGee's requirements for water for such waterflood 

operations, expected to be two thousand barrels of water per day (20CI0 BWPD), 

or more, to the extent that those requirements can be supplied out of water 

that can be pumped from the existing wel l(s) or future wells from which Owner 

has the r ight to appropriate water. For the purpose of this agreement "excess 

water" means water which Owner has the r ight to appropriate which is not 

required for use by Owner for Owner's domestic, agricultural and animal 

husbandry needs. 

2. Unless terminated ear l ie r , th is Agreement shall be for a term of one 

(1) year from the effect ive date hereof, together with the r ight and option by 

Kerr-McGee to renew the Agreement for periods of one (1) year each upon the 

same terms and conditions for so long as such water is needed by Kerr-McGee 

for the waterflood operations described above. Upon execution of th is 



Agreement by Owner, Kerr-McGee shall pay Owner the sum of one-thousand 

Dollars ($ 1.000-00 ) for the first year of this Agreement. If Kerr-McGee 

elects to extend the Agreement for additional periods, it shall deliver a 

notice of exercise of its option to renew to Owner and its payment 

of 0 n e Thousand Dollars ( S 1 ' 0 0 0 ' 0 0 ) in consideration for the 

renewal period not later than the end of the initial term of this Agreement. 

Subsequent renewals may be made by payment to Owner of such amount on or 

before the expiration of the then current one (1) year period or any renewal 

period thereof. 

3. Kerr-McGee agrees to pay Owner for water received pursuant to the 

terms hereof at the rate of $.10 per barrel , provided, 

it is understood that Kerr-McGee may deduct amounts paid to Owner for any 

renewals of this Agreement from sums due for water delivered hereunder. It is 

agreed that if Owner's rates for electrical service are increased during the 

term of this Agreement, then the rate to be paid for water specified above 

shall be adjusted accordingly by mutual agreement of the parties, effective 

the next succeeding renewal period, so as to keep Owner whole with respect to 

such increased electrical costs for deliveries of water during such renewal 

period. 

4. Owner agrees to install a meter to measure the water sold to 

Kerr-McGee to provide for +}% accuracy. Kerr-McGee shall have the right to 

periodically check the accuracy of metering and to require adjustments of 

invoice amounts. Owner agrees to submit a monthly invoice to Kerr-McGee not 

later than the 15th day of each month for water delivered in the preceding 

month and Kerr-McGee agrees to make settlement with Owner by the 15th day of 

the following month. Owner agrees to allow Kerr-McGee to install and service 

such pipeline and appurtenances as are necessary to connect and transport 

water across Owner's property. 

5. Any notice required or permitted to be given hereunder shall be 

considered as having been properly given when and at the time the same shall 

have been deposited in the United States mail with postage thereon prepaid and 

addressed to whom the notice is given at the following specified addresses: 

Kerr-McGee Corporation . Dale Brown 
Kerr-McGee Center « 
P. 0. Box 25861 South Star Route 
Oklahoma City, OK 73125 
Attn: U. S. Onshore Region Office Box 40 

Elida, New Mexico 88116 

-2-



Either party may change i t s address for the purpose of this Paragraph by 

giving wri t ten notice to the other. 

6. Owner hereby covenants to do a l l such further acts necessary for 

perfecting his t i t l e in and rights to the water produced from the well(s) used 

to provide the water purchased by Kerr-McGee. Owner and Kerr-McGee agree to 

execute and deliver such other additional instruments and agreements necessary 

to carry out this agreement between the part ies. 

7. Kerr-McGee shall have the r ight to terminate this Agreement at any 

time on writ ten notice to Owner. Following such notice, Kerr-McGee shall have 

no further r ights or obligations hereunder except to pay Owner for any water 

received by Kerr-McGee pr ior to such date of termination and for which payment 

has not been made. 

8. This Agreement shall bind and inure to the benefit of the successors, 

assigns, hairs and legal representatives of the parties. 

IM WITNESS WHEREOF, the parties have caused this Agreement to be executed 

and effect ive as of the day and year f i r s t above wr i t ten. 

KERR-MCGEE ̂ ORPORATKW 

3Y 

DALE BROWrJ 

Myrna L . Brown 



ACKNOWLEDGEMENTS 

STATE Or NEW MEXICO ) 
)ss. 

COUNTY Of Roosevelt ) 

The foregoing . instrument was acknowledged before me this 23rd day 

0 f September 1988 by Dale W. Brown and Myrna L. Brown, husband and wife. 

Witness my hand and official seal. 

Notary 
My Commission Expires: 

June 23, 1990 

Alt'* ,< 
ry Public 

STATE OF OKLAHOMA 

COUNTY OF OKLAHOMA 
)ss. 
) 

The foregoing instrument was acknowledged before me this / / ^ day 

of fls.Z/^ , 1988, by ^T?^r/ / A ^ ^ . r S a ^ 

as / / / ^ <y / X L ^ < ^ P ^ of Kerr-McGee Corporation, a Delaware 

corporation, on behalf of the corporation. 

Witness my hand and official seal 

My Commission Expires: 
Notary Public 


