
BIRD CREEK RESOURCES, INC. 

BEFORE EXAMINER STOGNER 
/December 18, 1989 

Santa Fe Energy Operating Partners, L.P. 
1616 S. Voss Rd. 
Houston, TX 77057 

iSftJ^fe^ Exhibit No.^Lsr 

Case No. 

6 15) fcQ-7-3 55/ 

Re: Loving Prospect 
E/2, Section 15-23S-28E 
Eddy County, New Mexico 

Gentlemen: 

This i s t o request t h a t Santa Fe Energy Operating Partners, 
L.P. farmout i t s i n t e r e s t i n the E/2 of Section 15-23S-28E, Eddy 
County, New Mexico on the f o l l o w i n g b asis: 

1. On or before June 1, 1989, B i r d Creek Resources, I n c . 
s h a l l commence or cause t o be commenced t h e a c t u a l 
d r i l l i n g o f a 6,300* Delaware t e s t a t a l e g a l l o c a t i o n 
i n the NE/4 NE/4 o f Section 15-23S-28E, Eddy County, New 
Mexico. 

2. Upon completion of the i n i t i a l t e s t as a w e l l capable of 
producing o i l and/or gas i n commercial q u a n t i t i e s , 
Santa Fe Energy Operating Partners, L.P. s h a l l assign t o 
B i r d Creek a l l of i t s i n t e r e s t i n the NE/4 NE/4 of 
Section 15 from the surface down t o 100 f e e t below the 
s t r a t i g r a p h i c e q u i v a l e n t of the t o t a l depth d r i l l e d or 
t o the base of the Delaware formation,whichever i s the 
les s e r . 

3. Santa Fe Energy Operating Partners, L.P. s h a l l reserve 
an o v e r r i d i n g r o y a l t y i n t e r e s t equal t o t h e d i f f e r e n c e 
between the e x i s t i n g leasehold burdens and 25%. At 
payout of the t e s t w e l l , s a i d o v e r r i d e s h a l l be 
c o n v e r t i b l e t o a p r o p o r t i o n a t e l y reduced 25% working 
i n t e r e s t . 

4. B i r d Creek s h a l l have the o p t i o n t o conduct a continuous 
d r i l l i n g program i n the remainder of the E/2 o f Section 
15 w i t h no more than 120 days between the completion of 
the preceding t e s t w e l l and the spudding of the next t e s t 
t o earn the same r i g h t s i n remaining farmout acreage on 
a w e l l - b y - w e l l basis. 
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5. Bird Creek s h a l l furnish a l l geological and well 
information on any w e l l d r i l l e d on the farmout acreage. 

6. Each proration u n i t s h a l l be covered by a J o i n t Operating 
Agreement. 

I f t h i s proposal meets w i t h your approval, please so indicate 
by signing i n the space provided below and returning one copy of 
t h i s l e t t e r t o our o f f i c e . Upon our receipt, we w i l l prepare the 
formal Farmout Agreement and forward i t t o you f o r your review and 
approval. 

This o f f e r s h a l l remain open u n t i l February 1, 1989. 

I f you have any questions or require f u r t h e r information i n 
t h i s regard, please do not hesitate t o contact me. 

Sincerely, 

ACCEPTED AND AGREED TO THIS DAY OF 1990. 

By: 


