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Carbon Energy Corporation
Bonneville Fuels Corporation
CEC Resources Ltd.

March 7, 2000

State of New Mexico

Oil Conservation Division: Department of Natural Resources
Attn.: Mr. Michael E. Stogner: Chief Hearing Officer/Engineer
2040 South Pacheco

Santa Fe, New Mexico 87505

Phone: (505) 827-8185
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Re:  Unorthodox Surface Location for Topographic Reasons x:« LONRERVATION mw‘w "
Orthodox Production Interval Bottom-Hole Location o
Federal ‘1’ Avalon #2

Dear Mr. Stogner:

Bonneville Fuels Corporation does herewith request the Administrative Approval of the following
proposed directionally drilled well:
3 )/ 0‘/

Avalon “I’ Federal #2: 50°¢/ 5
Surface Location (Unorthodox): 2686’ FSL & 1999’ FEL, Lot 31 (Unit ‘O’).
Orthodox Location (Min. Setbacks): 1989-FSI-&1824FEL, Lot 34 (Unit ‘R").
Minimum 660’ South of North Line in SE Quarter &
Minimum 660’ East of West Line in SE Quarter.
Section 1, T.21S., R.26E., Eddy County, New Mexico
Foster Draw Delaware Gas Pool: 160 acre spacing w/ 660’ setbacks required.

Bonneville Fuels Corporation does herewith request:

1. Administrative Approval of the proposed Unorthodox Surface Location of the Avalon 1
Federal #2 well at 2686’ FSL & 1999’ FEL, Lot 31 (Unit ‘O’), Section 1, T.21S., R.26E., Eddy
County, New Mexico to be used to directionally drill the subject well to a Bottom-Hole Location
in Lot 34 (Unit ‘R’) for Topographic Reasons.

2. Administrative Approval that the subject well be allowed to produce at an unrestricted rate
from the Foster Draw Delaware Gas Pool from that portion of the wellbore which meets the
legal setback limits of the Orthodox Bottom-Hole Location in the interest of preventing waste
and securing the correlative rights of mineral interest holder(s) and the lessee(s).
Further, that production be prohibited in said wellbore from intervals that DO NOT meet the
Orthodox Bottom-Hole Location requirements of the relevant pool rules without further
testimony and hearing.

Sincerely Yours,
BONNEVILLE FUEL:

ORPORATION

Operations Manager
Permian Area ‘-

Attachments: Affidavit of Mailing and Notice to Affected Parties

Map ldentifying Noticed Pro-Ration Units
Letter in Support of Unorthodox Location Application

1660 Lincoln, Suite 2200, Denver, Colorado 80264 / (303) 863-1555 / Facsimile (303) 863-1558
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Carbon Energy Corporation
Bonneville Fuels Corporation
CEC Resources Ltd.

March 7, 2000

State of New Mexico

Oil Conservation Division: Department of Natural Resources
Attn.: Mr. Michael E. Stogner: Chief Hearing Officer/Engineer
2040 South Pacheco

Santa Fe, New Mexico 87505

Phone: (505) 827-8185

Re:  Unorthodox Surface Location for Topographic Reasons
Orthodox Production Interval Bottom-Hole Location
Federal ‘1’ Avalon #2

Dear Mr. Stogner:

Bonneville Fuels Corporation does herewith request the Administrative Approval of the following
proposed directionally drilled well:

Avalon ‘1’ Federal #2:

Surface Location (Unorthodox): 2686’ FSL & 1999’ FEL, Lot 31 (Unit ‘O’).
Target Bottom-Hole Location (Orthodox): 1900’ FSL & 1800’ FEL, Lot 34 (Unit ‘R’):
+3100' TVD.

Legal Bottom-Hole Location (Orthodox): 1989’ FSL & 1824’ FEL, Lot 34 (Unit ‘R’).
Minimum 660’ South of North Line in SE Quarter &
Minimum 660’ East of West Line in SE Quarter.
Section 1, T.21S., R.26E., Eddy County, New Mexico
Foster-Draw Delaware-Gas Pool: 160 acre spacing w/ 660" setbacks required. -

BFC proposes to obtain a Bureau of Reclamation off-site Right-of-Way for the Proposed
Unorthodox Surface Location. BFC proposes to obtain an APD approved by the Bureau of
Land Management, Bureau of Reclamation, and NMOCD.

Prior to application for these Permits & Rights-of-Way BFC needs to receive approval for the
proposed directional drilling plan for this well from an Unorthodox Location to an Orthodox
Producing Bottom-Hole Location wherein the productive horizons meet the setback
requirements of an Orthodox Location.

BFC is aware that the current NMOCD rules call for the penetration of the Fop-of-the-Producing:
Formation:(in-this-case the-Delaware-Fm:-at-approx.-2350-TVD) at an ©rthodex-Bottem-Hole

' Locationif that welFis-to be-considered Orthodox at the-Bottom-Hole-kocation and allowed
unrestricted production. BFC seeks an administrative waiver of this interpretation for
mechanical (well design) reasons in favor of a requirement that the proposed well only be
allowed to produce at an unrestricted rate and be completed in that portion of the wellbore
which meets the Orthodox Location setbacks in the Delaware Formation.

1660 Lincoln, Suite 2200, Denver, Colorado 80264 / (303) 863-1555 / Facsimile (303) 863-1558



Page 2
Letter to NMOCD: Unorthodox Location
Avalon 1 Fed. #2: 3/7/2000

PRESENTATION OF TOPOGRAPHIC EVIDENCE IN SUPPORT OF UNORTHODOX
SURFACE APPLICATION:

The surface administrator of the lands above the Bottom-Hole Location is the Bureau of
Reclamation. A stipulation of Lease NM 13624, which is proximal to the Avalon Reservoir, is
that no permanently occupied surface facility (e.g. a wellbore and production facility) may be
located at a surface elevation lower than 3190° MSL.

Exhibit 1: Bureau of Reclamation surface use occupancy lease restrictions.

Exhibit 2: A Topographic Map. This map shows the 3190’ elevation contour. The
proposed pro-ration unit for the well is also identified.

Exhibit 3: A Geologic Map. This indicates the mapped top pay in the proposed
wellbore, the EPF Sand #1, and the proposed crestal penetration
(desired Orthodox Bottom-Hole Location) of this sand unit.

Exhibit 4: A Form C-102. This indicates the proposed Unorthodox Surface Location
and the desired Orthodox Bottom-Hole Location within the proposed pro-
ration unit (160 acres).

Exhibit 5: A Directional Plan (5 Pages) with plan & section views of the proposed
wellbore with estimated tops, potential cavernous lost circulation zones,
potential productive zones and Orthodox Bottom-Hole Location hard-line
target (minimum legal setbacks) identified in comments.

The closest surface location which can cause a directionally drilled well to reach the proposed
Orthodox Producing Bottom-Hole Location and meet the Topographic requirements of the
Bureau of Reclamation is the staked location at 2686’ FSL & 1999’ FEL location in Lot 31

(Unit ‘O’) in 1-21S.-26E. This location is identified on the Topographic Map (Exhibit 1) and the
Form C-102 (Exhibit 3). Exhibit 1 and Exhibit 4 indicate that the proposed Unorthodox Surface
Location is the optimum location from which to directionally drill the subject well. This surface
location is the most mechanically sound (least deviation) and economical location from which to
access the optimum proposed Orthodox Producing Bottom-Hole Location in the EPF Sand #1
pay interval in the Foster Draw Gas Pool — Delaware Fm.

The proposed Avalon 1 Federal #2 well shall prevent waste of recoverable reserves by
entering the reservoir at an Orthodox Producing Bottom-Hole Location in a structurally
advantaged and PREFERABLE (crestal) location. Exhibit 2 indicates that this preferred crestal
location is needed in order to penetrate the maximum thickness of the EPF #1 Sand.
Penetrating the maximum thickness of this sand in the crestal position in the pro-ration unit
WILL optimize hydrocarbon recovery from this low-permeability gas-condensate reservoir that
is comprised of finely-laminated sandstone, siltstone, and shale interbeds that are well-bounded
by tight thick impermeable dolomites. Ehe-Fasken-0il-&:Ranch-operated:El-Paso:Federal:-#12-
wellin-Lot-31-dedicatesproduction.from Lots 25,.26. 31-& 32.0f*1-21S.-26E., Eddy County,
New Mexico (160 ac.). Insufficient well penetrations of this ‘tight-sand’ gas reservoir shall
result in waste as gas and condensate are stranded in the producing horizon distant from the
producing wellbore. The proposed Avalon 1 Federal #2 well shall prevent waste by
improving recovery from this reservoir AND shall protect the correlative rights of the mineral
interest owners and lessees in Lots 33, 34, 39 & 40 in 1-21S.-26E., Eddy County, New Mexico,
the lots proposed to be dedicated to this proposed well (160 ac.).



Page 3
Letter to NMOCD: Unorthodox Location
Avalon 1 Fed. #2: 3/7/2000

PRESENTATION OF MECHANICAL EVIDENCE AND CONSIDERATIONS IN SUPPORT OF
UNORTHODOX SURFACE APPLICATION AND WAIVE ORTHODOX LOCATION TOP OF
PRODUCING FORMATION PENETRATION REQUIREMENT IN FAVOR OF ORTHODOX
LOCATION TOP OF PRODUCING INTERVAL REQUIREMENT:

Delaware wells in this area typically require 600’ of 13-3/8 “ Surface Casing to be set to protect
shallow surface waters. This string must be cemented back to surface.

A 12-1/4" Intermediate Hole is then drilled to approx. 2300’ (50’ above the Top of the Delaware
Fm. The Bureau of Land management and the State of New Mexico NMOCD require full
cement coverage of the intermediate hole protective casing interval for well control and
environmental protection. This is due to the fact that the Delaware Fm. can be, and is
expected to be, abnormally pressured and the intermediate hole penetrates the UNDER-
pressured Capitan Reef Fm. vugular and cavernous intervals that commonly cause a partial or
complete loss of circulation during drilling operations.

The INEXCO operated Federal 1 Avalon #1 well (Morrow Test drilled in 1976: 803’ FSL & 320’
FEL) in the SE of Section 1 encountered a cavernous interval @ 1035’. After penetrating this
interval the well was dry-drilled to TD & the intermediate casing was set. After 2 days of
remedial cementing operations using 1” tubing the well was finally cemented back to surface.
THIS IS NOT UNCOMMON IN THIS AREA. The nearby Fasken Oil and Ranch operated El
Paso Fed. #11 (Morrow Test drilled in 1998: 4277° FNL & 1787’ FEL) and El Paso Fed. #12
(Delaware Test drilled in 1999: 4379’ FNL & 1780’ FEL) wells, approx. 300’ NE of proposed
BFC operated Avalon 1 Fed. #2 well Unorthodox Surface Location, lost circulation in the 1200'-
1250’ and 1600’-1650’ intervals. Circulation was regained by the application of lost circulation
material. Only minor remedial cementing operations were required to raise cement to the
surface in these wells.

BFC has proposed a plan that calls for vertically drilling the well to a depth of 1700’. This plan
facilitates substantial remedial cementing operations if they are required in order to address

cavernous lost circulation. These operations can be prudently conducted with 1” tubing down
the 12-1/4” x 8-5/8” casing annulus in a vertically drilled well section (best chance of success).

DIRECTIONAL WELL PLAN:

The well will be drilled as near to vertical as possible to a depth of 1700’ MD as described
above. The directional effort will then commence at 1700’ (Exhibit 4) and the well will build
angle at 6°/100’ to a maximum 36° inclination on a course of S. 14.0943° E. at 2300’ TVD
(2384’ MD). 8-5/8" Intermediate Casing will be set and cemented to surface @ 2300’ TVD.

A 7-7/8" Production Hole will then be drilled at a constant S. 14.0943° E. azimuth. The 36°
vertical inclination will be held to the legal setback limit of the Orthodox Bottom-Hole location
production (hard-line limit @ 1989’ FSL & 1824’ FEL) at approx. 3000’ TVD (3213’ MD). The
well will then Drop Inclination at a rate of 3°/100’ to a minimum 15.88° inclination at 3710’ TVD
(3998 MD) and then hold inclination to a TD @ 3820’ TVD (4112'MD). The entire course
length of the well below 3000’ TVD will meet the 660’ setback requirements (north line and west
line) of an Orthodox Bottom-Hole Location.



Page 4
Letter to NMOCD: Unorthodox Location
Avalon 1 Fed. #2: 3/7/2000

STATEMENT OF FACT:

1. BFC has undertaken to plan the well in such fashion as to be able to easily address
(relatively speaking) the proper cement coverage of the Intermediate Casing.

2. BFC has NO ANTICIPATED INTEREST in producing any portion of the Delaware Fm.
above 3000’ TVD and does not anticipate, in fact, that any Delaware Fm. potentially
productive interval will be encountered before the well reaches 3113’ TVD.

3. BFC anticipates that its planned wellbore will have an Orthodox Bottom-Hole Location
from 3000’ TVD (3213’ MD) to Total Depth at 3820’ TVD (4112’ MD) in the Delaware
Fm. The Delaware Fm. will be initially penetrated at 2388’ TVD in an Unorthodox
Bottom-Hole Location.

4, BFC does only intend to produce gas, condensate and oil from that portion of the
wellbore that is in an Orthodox Bottom-Hole Location and seeks permission to do so in
an unrestricted fashion as is allowed for in the Foster Draw Pool Rules for an Orthodox
Bottom-Hole Location.

5. BFC realizes that ANY effort to produce hydrocarbons from the Delaware Fm. in ANY
wellbore interval that DOES NOT MEET the Orthodox Location setbacks (660’ from
north & west lines of Lot 34) will require a separate hearing and adjudication by the
NMOCD.

ADDITIONAL EXHIBITS:

Exhibit 6: A type-log from the Fasken Oil & Ranch operated El Paso Fed. #12 well.
This log indicates that all of the potentially productive sands above the EPF Sand
#1 are wet and, therefore, non-productive.

Exhibit 7: An Affidavit of Mailing to all offset Delaware Operators and unleased mineral
interest owners. Attached to this Affidavit of Mailing is a generic copy of the
notice BFC is mailing to the affected parties. This Mailing constitutes required
notification of BFC'’s request for Administrative Approval of the Unorthodox
Surface Location and Unrestricted Production ONLY from that portion of the
proposed wellbore which meets the Orthodox Bottom-Hole Location definition in
the proposed Avalon 1 Federal #2 well.
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Letter to NMOCD: Unorthodox Location
Avalon 1 Fed. #2: 3/7/2000

Therefore, the Bonneville Fuels Corporation does herewith request:

1. Administrative Approval of the proposed Unorthodox Surface Location of the Avalon 1
Federal #2 well at 2686’ FSL & 1999’ FEL, Lot 31 (Unit ‘O’), Section 1, T.21S., R.26E., Eddy
County, New Mexico to be used to directionally drill the subject well to a Bottom-Hole Location
in Lot 34 (Unit ‘R’) for Topographic Reasons.

2. Administrative Approval that the subject well be allowed to produce at an unrestricted rate
from the Foster Draw Delaware Gas Pool from that portion of the wellbore which meets the
legal setback limits of the Orthodox Bottom-Hole Location in the interest of preventing waste
and securing the correlative rights of mineral interest holder(s) and the lessee(s).
Further, that production be prohibited in said wellbore from intervals that DO NOT meet the
Orthodox Bottom-Hole Location requirements of the relevant pool rules without further
testimony and hearing.

Mike, Thank You for your timely review of this matter.
Call me at (303) 376-2564 if | can be of any further assistance.

Sincerely Yours,
BONNEYILLE FUELS 20BPORATION

7.

Schwgring,
Operatighs Manager
Permian Area

cc: NMOCD @ Artesia
Bureau of Land management @ Roswell & Carlsbad
Bureau of Reclamation @ Albuquerque
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United States Bureau of Reclamation
Albuquerque Area Office

505 Marquette, NW - Suite 1313
Albuquerque, New Mexjco 87102

FROM: RIK ARNDT - LEAD REALTY SPECIALIST

PHONE : 505.248.5311
FAX: 505.248.5308

TO; Sharon McDonald - Bonneville
Fax: 303.863.1558
Phone: 303.863.1555

SUBJECT: NM13624 Oil and Gas Lease - Stipulations

MESSAGE: Sharon, I have attached the elevations and current stipulations for leases on
our project lands - Carlsbad and Tucumcari . The elevations for Avalon should be followed
.on your existing lease as reference to the contour elevation, [ have not been able to locate
page 322 of the Water Supply Paper 898, but will fax that to you as soon as | am able to
locate that information. If you have any questions please feel free to call me at the above
number. Thanks, Rik : :

Pages including cover sheet : 2

If you do not receive all facsimile pages please call me at 505.248.5311

L vt et
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HINERAL LEASING STIPULATIONS FOR CARLSBAD AND TUCUMCAR! PROJECTS

Tha Bureau of Reclamation 15 the surface managing agency for approximately §9,800
acres in the Roswell Resource area. Subject lands are located within thres
reservolirs within the Carlsbad Profect and two Takes within the Tucumcart Project
and being 1isted as follows:

1. Carlsbad Progect < Brantley Reservoir = 43,500 ac.
2. Carlsbad Project - Avalon Reservoir = 4,000 ac.
3. Carlsbad Project - Sumner Reservolr « 11,500 ac.
4. Tucumcar{ Project - Hudson Lake . . 160 ac.
5. Tucumcari Project - Ory Lake . 640 ac.

With regards to the leasing of the mineral estate(s) beneath said 59,800 ac. the
80R wil? provide specific easin? stipulations for each prospective lease. The
general overall leasing stipulations and requirements for subject BOR Tands are

as follows:

BRANTLEY RESERVOIR

No surface occupancy will be allowed within one/half mile of the
Brantley Dam site, dril1ing between one/half mile and one mile of the
Brantley Dam site shall be reviewed on a case by case basis,

No surface occu?ancy within the Brantley Lake State Park.

No storage facilities will be allowed below EY, 3286.

Surface occupancy below natural El, 3271 shall be reviewed on a case
by case basis.

AVALON RESERVOIR

No surface occupancy within one/half mile of the Avalon Dam site.
Mo surface occueancy below E1. 3190.
No storage facilities below EV. 3200,

SUMNER RESERVOIR

No surface occupancy within one/half mile of the Sumner Dam site.
No surface occupancy within Sumner Lake State Park. .
No surface accupancy below E1. 4279,

No storage facilities below £1. 4300,

HUDSON {AKE

No surface occupancy within boundaries of Hudson Lake.

PRY LAKE
No surface occupancy below E1. 4085.

The BOR proposes that the first paragraph at the top of page 3 of your MANAGEMENT
COMMON TO ALL ALYERNATIVES be omitted. Subject paragraph states {f lands

resently managed by the BOR revert back to the management of the BLM, they would
ge leased and managed under arpropriate Roswell District stipulations or

conditions of approval (e.g., stipulations for flood plains).

Ya7ivdas @0 e Level T
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DISTRICT 1
P.0. Box £680, Hobba, NX 883411080

“DISTRICT It

P.0. Dreawar DD, Artesis, NM 888211-0710

DISTRICT III
1000 Rio Brasos Rd., Axtoo, NM 87410

DISTRICT IV
P.0. BOK 2088, BANTA FE, N.X. 87504-2088

State of New Mexico

Energy, Minerals and Natural Rescurces Department

CEXHIBI7T Y

OIL CONSERVATION DIVISION

P.0. Box 20

88

Santa Fe, New Mexico 87504-2088

WELL LOCATION AND ACREAGE DEDICATION PLAT

Form C-102

Ravised February 10, 1084
fubmit to Appropriate District Office
State lesse — 4 Coples
Fee Losse — 3 Coples

0 AMENDED REPORT

API Number Pool Code Poaol Ns
Fosks e Zechwc (Qas
Property Code Property Name Well Number
AVALON 1 FEDERAL 2
OGRID No. Operator Name Eleavation
D0 88 BONNEVILLE FUELS CORPORATON 3191
Surface Location
UL or lot No. Section | Township Range Lot 1dn Feet from the North/South line Feet from the East/West line County
LOT 31 1 21 S 26 E . 2686 SOUTH 1999 EAST EDDY
Bottom Hole Location If Different From Surface
UL or lot No. Section | Township Range lot Idn Feet from the North/South line Feet from the East/West line County
LOT 34 1 21 S 26 £ 1900 - SOQUTH 1800 EAST EDDY
Dedicated Acres Joint or Infill Consclidation Code Order No.
/64,65

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED
OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

20 19 18
20.49 AC. = 20.85 AC. | 30.28 AC.
21 22 23
3800 AC. | 39.39 AC. | 39.83 AC.
28 27 26
39.01 AC. | 39.41 AC. | 4006 AC. | 4042 AC.
29 30 3 32
40,19 AC. | 40.56 AC.
39.02 AC.  38.42 AC. SEE_DETAIL 3180.1
SURFACE
r—_ 36 35 34T 9 ;
BOTTOM QOLE 1800——§
%
| 4059 Ac. ~ 40.66 AC. [, 41.07 Jac. | 41.14 Ac/
37 38 0o 39 10/
B9 ]
; 82
0l /
41.19 AC.
4094 ac. | w01 ac. ¥V I, 126 AC.

Adrenge Oe_p(.aa;hv\ 1¢Y. @ag |
mb 33,34,39¢ Y0.

31043

%.
(0]

21 84.3

OPERATOR CERTIFICATION

corregt io the

best of my bellas.

DECEMBER 8, 1999

SURVEYOR CERTIFICATION

I Raredy cerilfy that the well location shoum
on this plat wos plotied from fleld notes of
aotual swveye wmads By "o or under my
supervizen and that the sxme {s trws and

AN

Date SWW

Ay iy

M
o~y
!,,)'

s:mhmaesenot’;_ 3

LMP

L-Elosou
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EXHIEIT 5

Bonneville Fuels Corp.

New Mexico
Eddy County
Sec. 1-T21S-R26E
Federal 1 Avalon # 2 - 2/1/00

PROPOSAL REPORT

1 February, 2000

sPherny-sunm
BRILLING SERVICES

A RALLIBURTON COMPANY

Proposal Ref: pro4430



Bonneville Fuels
New Mexico

Sperry-Sun Drilling Services

Proposal Report for Federal 1 Avalon # 2 - 2/1/00

Corp.

Eddy County

Sec. 1-T21S-R26E

Measured Vertical Vertical Dogleg
Depth Incl. Azim. Depth Northings Eastings Section Rate
() (ft) (ft) () (f) (°/100ft)
0.00 0.000 0.000 0.00 0.00 N 0.00 E 0.00
100.00 0.000 0.000 100.00 0.00N 0.00 E 0.00 0.000
200.00 0.000 0.000 200.00 0.00N 0.00 E 0.00 0.000
300.00 0.000 0.000 300.00 0.00N 0.00 E 0.00 0.000
400.00 0.000 0.000 400.00 0.00N 0.00 E 0.00 0.000
500.00 0.000 0.000 500.00 0.00N 0.00E 0.00 0.000
600.00 0.000 0.000 600.00 0.00N 0.00E 0.00 0.000
700.00 0.000 0.000 700.00 0.00 N 0.00 E 0.00 0.000
800.00 0.000 0.000 800.00 0.00 N 0.00 E 0.00 0.000
900.00 0.000 0.000 900.00 0.00N 0.00E 0.00 0.000
1000.00 0.000 0.000 1000.00 0.00N 0.00E 0.00 0.000
1100.00 0.000 0.000 1100.00 0.00N 0.00 E 0.00 0.000
1200.00 0.000 0.000 1200.00 0.00N 0.00 E 0.00 0.000
1300.00 0.000 0.000 1300.00 0.00N 0.00 E 0.00 0.000
1400.00 0.000 0.000 1400.00 0.00N 0.00 E 0.00 0.000
1500.00 0.000 0.000 1500.00 0.00 N 0.00 E 0.00 0.000
1600.00 0.000 0.000 1600.00 0.00N 0.00E 0.00 0.000
1700.00 0.000 0.000 1700.00 0.00N 0.00 E 0.00 0.000
1800.18 6.011  165.906 1800.00 5098 1.28E 5.25 6.000
190149  12.090  165.906 1900.00 20.54 S 516 £ 21.18 6.000
2005.17 18.310  165.906 2000.00 46.89 S t1.77E 48.35 6.000
211273 24764  165.906 2100.00 85.17 S 21.38E 87.81 6.000
222623 31574  165.906 2200.00 137.11 8 34.42E 141.36 6.000
2300.00 36.000  165.906 2261.29 176.89 S A4 E 182.38 6.000
234784  36.000  165.906 2300.00 204.16 S, 51.26 E 210.50 0.000
P e e S a 1m:.\¢“::};:f:}2‘5‘i"!'la)jj“_:;:“’; (7:‘ A et | eSS e
2471.45  36.000  165.906 2400.00 274635S 95 E 283.15 0.000
2595.06 36.000  165.906 2500.00 345.09 S 86.65 E 355.81 0.000
2718.66  36.000  165.906 2600.00 41556 S 104.34 E 428.46 0.000
2842.27 36.000 165.906 2700.00 486.03 S 122.03 E 501.11 0.000
2965.88 36.000 165.906 2800.00 556.50 S 139.72 E 573.77 0.000
3089.48  36.000  165.906 2900.00 626.96 S 15742 E 646.42 0.000
3213.09 36.000  165.906 3000.00 697.43S 175.11E 719.08 0.000
3334.00 32373  165.906 3100.00 763.31 8 191.65E 787.00 3.000
3450.23 28.886  165.906 3200.00 820.74 S 206.07 € 846.21 3.000
3562.68 25.512  165.906 3300.00 870.58 S 21858 E 897.60 3.000
3672.05 22.231 165.906 3400.00 913.50 S 22936 E 941.86 3.000
377891  19.025  165.906 3500.00 950.01 S 23853 E 979.50 3.000
388375 15880  165.908 3600.00 980.51 S 24618 E 1010.94 3.000
3987.72 15880  165.906 3700.00 1008.10 S 253.11E 1039.39 0.000
409169 15880  165.906 3800.00 1035.69 S 260.04 E 1067.84 0.000
4112.48 15.880  165.906 3820.00 1041.21 8 261.42E 1073.53 0.000
Continued...
1 February, 2000 - 11:38 -2- DrillQuest 1.05.04



Sperry-Sun Drilling Services

Proposal Report for Federal 1 Avalon # 2 - 2/1/00

Bonneville Fuels Corp. Eddy County
New Mexico Sec. 1-T21S-R26E

All data is in feet unless otherwise stated. Directions and coordinates are relative to True North.
Vertical depths are relative to RKB. Northings and Eastings are relative to Wellhead.

The Dogleg Severity is in Degrees per 100ft.
Vertical Section is from Wellhead and calculated along an Azimuth of 165.906° (True).

Based upon Minimum Curvature type calculations, at a Measured Depth of 4112.48ft.,
The Bottom Hole Displacement is 1073.53ft., in the Direction of 165.906° (True).

Comments

Measured Station Coordinates

Depth TVD Northings Eastings Comment
() (ft) (v (M)

1700.00 1700.00 0.00N 0.00 E Kick-Off at 1700.00ft
2000.00 1995.09 45338 11.38 E Build Rate = 6.000°/100ft .
2300.00 2261.29 176.89 S 4441 E End of Build at 2300.00ft Se'™ £% Caoptn
2756.55 2630.65 437.16 S 109.76 E Hold Angie at 36.000° J
3213.09 3000.00 697.43S 17511 E Must be inside Hardline
3213.09 3000.00 697.43S 17511 E Start Drop at 3213.09ft
3548.42 3287.16 864.58 S 217.08 E Drop Rate = 3.000°/100ft
3883.75 3600.00 980.51 S 246.18 E End of Drop at 3883.75ft
3998.12 3710.00 1010.86 S 253.80 E Hold Angle at 15.880°
4112.48 3820.00 1041218 26142 E Total Depth at 4112.48ft

Casing details

From To
Measured Vertical Measured Venrtical
Depth Depth Depth Depth Casing Detail
() () (ft) (M)
<Surface>  <Surface> 600.00 600.00 13 3/8" Casing
<Surface>  <Surface> 2300.00 2261.29 8 5/8" Casing

Continued...

1 February, 2000 - 11:38 -3- DrillQuest 1.05.04



Sperry-Sun Drilling Services

Proposal Report for Federal 1 Avalon # 2 - 2/1/00

Bonneville Fuels Corp. Eddy County
New Mexico Sec. 1-T21S-R26E

Targets associated with this wellpath

Target Entry Coordinates
Target

TVD Northings Eastings Target Target
Name (ft) (ft) (ft) Shape Type
3000 Hard Target 3000.00 697.00 S 175.00 E Polygon  Current Target

WUELL @ Mo imum [0187/; oD )) L EGAL SETBACKS

1 February, 2000 - 11:38 DrillQuest 1.05.04
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AFFIDAVIT OF MAILNG ~ EX 1/ w17 7

STATE OF COLORADO
CITY & COUNTY OF DENVER

I, Sharon R. McDonald, L.andman, employed by Bonneville Fuels Corporation, being first duly sworn,
deposes and says:

A Notice of Unorthodox Location Application for the Avalon 1 Federal #2 Well (Avalon Area) by

Bonneville Fuels Corporation to the offset owners and operators was deposited on March 9, 2000, in the
U. S. Mail for delivery, as certified mail, to each of the following named parties at the addresses shown
below:

Fasken Oil and Ranch, Ltd.
303 West Wall Avenue, Suite 1800
Midland, Texas 79701-5116

Fasken Land and Minerals, Ltd.
303 West Wall Avenue, Suite 1800
Midland, Texas 79701

Robert H. Angevine
3601 Imperial
Midland, Texas 79707

Aspen Resources Company
P.O. Box 7015
Midland, Texas 79708

Brooks Oil & Gas Interests, L.P. ' David Brooks
9550 Skillman, Suite 400, LB-138 c/o Dugan & Rasure
Dallas, Texas 75243 900 Main Street, Suite A

Durango, CO 81301

Merchant Resources #1, L.P.
16800 Greenpoint Park Drive, Suite - S
Houston, Texas 77060

James B. Henry and Billie Jean Henry,
Trustees of the Henry Trust

3104 Shell Avenue

Midland, Texas 79705

Lowe Partners, L.P. c/o Maralo, Inc.
5151 San Felipe, Suite 400 Attn: Debbie Osburg
Houston, Texas 77056-3607 P.O. Box 832

Midland, Texas 79702



Nadel & Gussman Permian, L.L.C.
15 East 5" Street

3200 First National Tower

Tulsa, Oklahoma 74103-4313

Ocean Energy Resources, Inc.
Attn: Brian Blome

1670 Broadway, Suite 2700
Denver, Colorado 80202

Signal Petroleum Company
4110 Sycamore Lane
Parker, Texas 75002

Howell Spear
P.O. Box 30169
Pensacola, Florida 32603-1169

Vista Resaurces Partnership
550 West Texas Avenue, Suite 700
Midland, Texas 79701

Western Reserves Oil Company
P.O. Box 993
Midland, Texas 79702

William G. Abbott
P. O. Box 3978
Hobbs, New Mexico 88241

Bravo Energy Inc.
P.0. Box 2160
Hobbs, New Mexico 88241

First Roswell Co., Lid.
P.O. Box 1797
Roswell, New Mexico 88202

James J. Gilbert
P.O. Box 880
Hobbs, New Mexico 88241

Joe T. Janica
P.O. Box 2188
Hobbs, New Mexico 88241

W. A. Jourdan
P.O. Drawer J
Hobbs, New Mexico 88241

LRW Corporation
P.O. Box 168
Midland, Texas 79702



Kenneth D. and Wilma Luanne McPeters, Trustees of the

McPeters Family Trust dated 11/18/99

P.O. Box 1860 502 W. Gold Street
Hobbs, New Mexico 88241 Hobbs, New Mexico 88240

Moran Rental Co.
P. O. Box 1860
Hobbs, New Mexico 88241

Devon Energy Corp.

20 North Broadway, Suite 1500
Oklahoma City, Oklahoma 73102

Affiant Further Sayeth Not.

Sharon R. McDonald, Landman

SUBSCRIBED AND SWORN TO BEFORE ME, IN MY PRESENCE, THIS 9th day of March, 2000, a

Notary Public in and for the State of Colorado. '
@uwgé\ . ,g chaqolgcr—

Cindy L. Ric;ﬁdson

My Commission Expires: _8/21/2001




®

Carbon Energy Corporation
Bonneville FFuels Corporation
CEC Resources Ltd.

March 7, 2000

TO: SEE ATTACHED MAILING LIST

Re:  Notice of Unorthodox Location
and Request for Waiver of Objection
Avalon 1 Federal #2
T21S, R 26E, Sec. 1: Lots 33, 34,39, 40
Eddy County, New Mexico

Dear Offset Owner/Operator:

BONNEVILLE FUELS CORPORATION is proposing to directionally drill the Avalon 1 Federal #2
well as follows:

Section 1, T21S. R26E, Eddy County, New Mexico

Surface Location (Unorthodox): 2686’ FSL & 1999’ FEL, Lot 31 (Unit ‘O’).

Point at which we anticipate entering the Top
of the Delaware Formation (Unorthodox): 2492.91' FSL & 1950.40°' FEL, Lot 34 (Unit ‘R’)

Legal Orthodox Location in the Delaware Fm.

which meets the setback requirements: 1989’ FSL & 1824’ FEL, Lot 34 (Unit ‘R’).
(Minimum 660’ South of North Line in SE Quarter & minimum 660’ East of West Line in SE
Quarter)

Anticipated Bottom Hole Total Depth
Location (Orthodox): 1900’ FSL & 1800’ FEL, Lot 34 (Unit ‘R")

Foster Draw Delaware Gas Pool: 160 acre spacing w/ 660’ setbacks required.

Bonneville Fuels Corporation is requesting administrative approval of this directional
well on the following basis:

1. Administrative approval of the proposed Unorthodox Surface Location of the Avalon 1
Federal #2 well at 2686’ FSL & 1999’ FEL, Lot 31 (Unit ‘O’), Section 1, T21S, R26E, Eddy
County, New Mexico to be used to directionally drill the subject well to an orthodox location in
Lot 34 (Unit ‘R’) for Topographic Reasons (Bureau of Reclamation surface occupancy
elevation restrictions in the vicinity of Avalon Lake).

2. Administrative approval that the subject well be allowed to produce at an unrestricted rate

from the Foster Draw Delaware Gas Pool from that portion of the wellbore which meets the legal
setback limits for an Orthodox Delaware Location in the interest of preventing waste and

1660 Lincoln, Suite 2200, Denver, Colorado 80264 / (303) 8631555 / Facsimile (303) 863-1558



Waiver Request
Avalon 1 Federal #2 Well
Page 2

securing the correlative rights of mineral interest holder(s) and the lessee(s). Further,
that production be prohibited in said wellbore from intervals that DO NOT meet the Orthodox
Location requirements of the relevant pool rules without further testimony and hearing.

You are being notified of Bonneville's unorthodox location in accordance with Rule 104.F
(Unorthodox Locations) and Rule 111.C. (Directional Wellbores) of the New Mexico Oil
Conservation Division. Providing you have no objection to Bonneville’s application, Bonneville
respectfully requests your execution of the attached Waiver of Objection, in triplicate, within the
required 20-day notice period. Please mail a fully executed original to the State of New Mexico
Oil Conservation Division in the attached self-addressed envelope, return a fully executed copy
in the attached envelope to Bonneville Fuels Corporation, and retain a fully executed original for
your files.

Should you fail to file a protest in accordance with the rules and regulations of the New Mexico
Oil Conservation Division within the 20-day notice period, then the NMOCD will consider that
you have waived objection to this proposed administrative approval of the unorthodox location.

Bonneville Fuels Corporation sincerely believes that administrative approval of this proposed
unorthodox location is in the best interest of the oil and gas conservation and protects the
correlative rights of all affected parties. Please call the undersigned at 303-376-2577 if you
have any questions concerning the above.

Sincerely,
Bonneville Fuels Corporation

o ONSL

Sharon McDoﬁ;fd
Landman

CERTIFIED MAIL
RETURN RECEIPT REQUESTED



State of New Mexico

Oil Conservation Division
Attention: Mr. Michael E. Stogner
2040 South Pacheco

Santa Fe, New Mexico 87505

RE: Unorthodox Drilling Location Application
Avalon 1 Federal #2
T21S, R26E, Sec. 1: Lots 33,34,39,40
Eddy County, New Mexico

Gentlemen:

In the matter of the request by Bonneville Fuels Corporation for the administrative approval of
the unorthodox drilling location for the Avalon 1 Federal #2 well, please be advised that the
undersigned has no objection to the drilling of the subject well in accordance with the application
filed by Bonneville, which includes the following:

1. Directionally drilling said well from the following Unorthodox Surface Location required by
Topography: \

2686’ FSL & 1999’ FEL, Lot 31, Unit ‘'O’,

2. Directionally drilling to an Orthodox Location in the Foster Draw Delaware Gas Pool, which
meets the 660’ setback requirements (1989’ FSL & 1824’ FEL, Lot 34, Unit ‘R’), then
continuing to directionally drill until reaching the anticipated, orthodox, bottom hole total
depth location (1900’ FSL & 1800’ FEL, Lot 34, Unit ‘R’), and

3. That said well be permitted to produce at capacity and without restriction from any portion of
the wellbore which is orthodox by meeting the minimum 660’ setback requirements.

The undersigned does hereby waive all objection to the administrative approval of this matter as
described herein.

Company:

By:
Name(print)
Title :
Date:




NAMES AND ADDRESSES OF OFFSET OWNERS

Avalon 1 Federal #2 Well
Application for Unorthodox Location

List of offset owners and operators in the adjoining spacing units towards which the unorthodox location

encroaches:

ADJOINING SPACING UNITS - T21S-R26E-Section 1: Lots 25,26,31,32
T21S-R26E-Section 1: Lots 27,28,29,30
T21S-R26E-Section 1: Lots 35,36,37,38
T21S-R26E-Section 12: NW/4
T21S-R27E-Section 6: Lots 11,12,13,14

Fasken Qil and Ranch, Ltd.
303 West Wall Avenue, Suite 1800
Midland, Texas 79701-5116

Fasken Land and Minerals, Ltd.
303 West Wall Avenue, Suite 1800
Midland, Texas 79701

Robert H. Angevine
3601 Imperial
Midland, Texas 79707

Aspen Resources Company
P.O. Box 7015
Midland, Texas 79708

Brooks Oil & Gas Interests, L.P.
9550 Skillman, Suite 400, LB-138
Dallas, Texas 75243

Merchant Resources #1, L.P.
16800 Greenpoint Park Drive, Suite - S
Houston, Texas 77060

James B. Henry and Billie Jean Henry,
Trustees of the Henry Trust

3104 Shell Avenue

Midland, Texas 79705

Lowe Partners, L.P.
5151 San Felipe, Suite 400
Houston, Texas 77056-3607

David Brooks

c/o Dugan & Rasure

900 Main Street, Suite A
Durango, CO 81301

¢/o Maralo, Inc.

Attn: Debbie Osburg
P.O. Box 832
Midland, Texas 79702



Nadel & Gussman Permian, L.L.C.
15 East 5% Street

3200 First National Tower

Tulsa, Oklahoma 74103-4313

Ocean Energy Resources, Inc.
Attn: Brian Blome

1670 Broadway, Suite 2700
Denver, Colorado 80202

Signal Petroleum Company
4110 Sycamore Lane
Parker, Texas 75002

Howell Spear
P.O. Box 30169
Pensacola, Florida 32503-1169

Vista Resources Partnership
550 West Texas Avenue, Suite 700
Midland, Texas 79701

Western Reserves Oil Company
P.O. Box 993
Midland, Texas 79702

William G. Abbott
P. O. Box 3978
Hobbs, New Mexico 88241

Bravo Energy Inc.
P.O. Box 2160
Hobbs, New Mexico 88241

First Roswell Co., Ltd.
P.O. Box 1797
Roswell, New Mexico 88202

James J. Gilbert
P.O. Box 860
Hobbs, New Mexico 88241

Joe T. Janica
P.O.Box 2188
Hobbs, New Mexico 88241

W. A. Jourdan
P.O. Drawer J
Hobbs, New Mexico 88241

LRW Corporation
P.O. Box 168
Midland, Texas 79702




Kenneth D. and Wilma Luanne McPeters, Trustees of the

McPeters Family Trust dated 11/18/99
P.O. Box 1860
Hobbs, New Mexico 88241

Moran Rental Co.
P. O. Box 1860
Hobbs, New Mexico 88241

Devon Energy Corp.
20 North Broadway, Suite 1500
Oklahoma City, Oklahoma 73102

502 W. Gold Street
Hobbs, New Mexico 88240



®

Carbon Energy Corporation
Bonneville Fuels Corporation
CEC Resources Ltd.

March 7, 2000

State of New Mexico

Oil Conservation Division: Department of Natural Resources
Attn.: Mr. Michael E. Stogner: Chief Hearing Officer/Engineer
2040 South Pacheco

Santa Fe, New Mexico 87505

Phone: (505) 827-8185

Re:  Unorthodox Surface Location for Topographic Reasons
Orthodox Production Interval Bottom-Hole Location
Federal ‘1’ Avalon #2

Dear Mr. Stogner:

Bonnéville Fuels Corporation does herewith request the Administrative Approval of the following
proposed directionally drilled well:

Avalon ‘1’ Federal #2:
Surface Location (Unorthodox): 2686’ FSL & 1999 FEL, Lot 31 (Unit ‘O’).
Orthodox Location (Min. Setbacks): 1989’ FSL & 1824’ FEL, Lot 34 (Unit ‘R’).
Minimum 660’ South of North Line in SE Quarter &
Minimum 660’ East of West Line in SE Quarter.
Section 1, T.218S., R.26E., Eddy County, New Mexico
Foster Draw Delaware Gas Pool: 160 acre spacing w/ 660’ setbacks required.

Bonneville Fuels Corporation does herewith request:

1. Administrative Approval of the proposed Unorthodox Surface Location of the Avalon 1
Federal #2 well at 2686’ FSL & 1999’ FEL, Lot 31 (Unit ‘O’), Section 1, T.21S., R.26E., Eddy
County, New Mexico to be used to directionally drill the subject well to a Bottom-Hole Location
in Lot 34 (Unit ‘R’) for Topographic Reasons.

2. Administrative Approval that the subject well be allowed to produce at an unrestricted rate
from the Foster Draw Delaware Gas Pool from that portion of the wellbore which meets the
legal setback limits of the Orthodox Bottom-Hole Location in the interest of preventing waste
and securing the correlative rights of mineral interest holder(s) and the lessee(s).
Further, that production be prohibited in said wellbore from intervals that DO NOT meet the
Orthodox Bottom-Hole Location requirements of the relevant pool rules without further
testimony and hearing.

Sincerely Yours, )
BONNEVILLE FUEL /

RA Schwi ring, PEW/
Operations Manq/geﬁ,

Permian Area -~

Attachments: Affidavit of Mailing and Notice to Affected Parties
Map identifying Noticed Pro-Ration Units
Letter in Support of Unorthodox Location Application

1660 Lincoln, Suite 2200, Denver, Colorado 80264 / (303) 863-1555 / Facsimile (303) 863-1558
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NAMES AND ADDRESSES OF OFFSET OWNERS é; Trect

Avalon 1 Federal #2 Well
Application for Unorthodox Location

In accordance with Rule 1207.A(2)(b), the following is a summary of each operator or lessee of record in
the adjoining spacing units towards which the unorthodox location encroaches for the Avalon 1 Federal #2
well.

T21S-R26E-Section 1: Lots 25,26,31,32

Operator:

Fasken Oil and Ranch, Ltd.

303 West Wall Avenue, Suite 1800
Midland, Texas 79701-5116

T21S-R26E-Section 1: Lots 27,28,29,30
(Contractural Working Interests under Operating
Agreement dated March 12,1973, as amended)

Fasken Land and Minerals, Ltd.
303 West Wall Avenue, Suite 1800
Midland, Texas 79701

Robert H. Angevine
3601 Imperial
Midland, Texas 79707

Aspen Resources Company
P.O. Box 7015
Midland, Texas 79708

Brooks Oil & Gas Interests, L.P. David Brooks
9550 Skillman, Suite 400, LB-138 c/o Dugan & Rasure
Dallas, Texas 75243 900 Main Strect, Suite A

Durango, CO 81301

Merchant Resources #1, L.P.
16800 Greenpoint Park Drive, Suite - S
Houston, Texas 77060

James B. Henry and Billie Jean Henry,
Trustees of the Henry Trust

3104 Shell Avenue

Midland, Texas 79705

Lowe Partners, L.P. ¢/o Maralo, Inc.
5151 San Felipe, Suite 400 Attn: Debbie Osburg
Houston, Texas 77056-3607 P.O. Box 832

Midland, Texas 79702



Nadel & Gussman Permian, L.L.C.
15 East 5" Street

3200 First National Tower

Tulsa, Oklahoma 74103-4313

Ocean Energy Resources, Inc.
Attn: Brian Blome

1670 Broadway, Suite 2700
Denver, Colorado 80202

Signal Petroleum Company
4110 Sycamore Lane
Parker, Texas 75002

Howell Spear
P.O. Box 30169
Pensacola, Florida 32503-1169

Vista Resources Partnership
550 West Texas Avenue, Suite 700
Midland, Texas 79701

Western Reserves Oil Company
P.O. Box 993
Midland, Texas 79702

T21S-R26E-Section 1: Lots 35,36,37,38

Bonneville Fuels Corporation
(applicant)

T21S-R26E-Section 12: NENW

Western Reserves Qil Co.
(address as above)

William G. Abbott
P. O. Box 3978
Hobbs, New Mexico 88241

Bravo Energy Inc.
P.O. Box 2160
Hobbs, New Mexico 88241

First Roswell Co., Ltd.
P.O. Box 1797
Roswell, New Mexico 88202

James J. Gilbert
P.O. Box 860
Hobbs, New Mexico 88241



Joe T. Janica
P.O. Box 2188
Hobbs, New Mexico 88241

W. A. Jourdan
P.O. DrawerJ
Hobbs, New Mexico 88241

LRW Corporation
P.O. Box 168
Midland, Texas 79702

Kenneth D. and Wilma Luanne McPeters, Trustees of the
McPeters Family Trust dated 11/18/99

P.O. Box 1860 502 W. Gold Street

Hobbs, New Mexico 88241 Hobbs, New Mexico 88240
Moran Rental Co.

P. O. Box 1860

Hobbs, New Mexico 88241

Merchant Resources #1. L.P.
(address as above)

T21S-R26E-Section 12: W/2NW, SENW lying on the left or
East Bank of the Pecos River

Western Reserves Oil Co.
(address as above)

William G. Abbott
(address a above)

First Roswell Co., Ltd.
(address as above)

James J. Gilbert
(address as above)

Joe T. Janica
(address as above)

W. A. Jourdan
(address as above)

LRW Corporation
(address as above)

Kenneth D. McPeters & Wilma Luanne McPeters, Trustees
of the McPeters Family Trust dated 11/18/99
(address as above)

Moran Rental Co.
(address as above)



Merchant Resources #1 L.P.
(address as above)

T21S-R27E-Section 6: Lots 11,12,13,14

Devon Energy Corp.
20 North Broadway, Suite 1500
Oklahoma City, Oklahoma 73102



