. Chevron

Tiffany L. Kaimus Mid-Continent SBU
Land Representative Chevron North America
Permian Basin Exploration and Production
Company
15 Smith Rd.

Midland, Texas 79705
Tel 432-687-7302
Fax 432-687-7448
tifk@chevron.com

September 18, 2006

New Mexico Oil Conservation Division
1220 South St. Francis Drive
Santa Fe, NM 87504

Attention: Oil & Gas Regulatory Department
Lea County, New Mexico

Through a search of our division order records, we have found that the wells under the following
Brunson-Argo leases, covering the NW/4 of Section 10, T-22-S, R-37-E, N.M.P.M., Lea County,
New Mexico, show to have identical ownership in the Paddock, Blinebry, Drinkard and Abo
formations and therefore qualify for commingling. Attached in support of this is a spreadsheet
defining mineral ownership.

Oil and Gas Lease dated May 30, 1934, by and between Rollon L. Brunson and Guy H.
Hooper recorded in Lea County, Book 25, Page 242 on September 28, 1934.

Oil and Gas Lease dated May 30, 1934, by and between Argo Royalty Company and Guy
H. Hooper recorded in Lea County, Book 25, Page 106 on July 14, 1934.

If you require additional information or have any questions, please contact me at the letterhead

address.

Sincerely yours,

Hy 7
Tiffany Kalmus
Land Representative
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SUSPENSE ENGINEER

D;;TE'IN 5/3'7/06 W, Powes LOGGED iN g‘/ 3// o€

ABOVE THIS LINE FOR DIVISION USE ONLY

NEW MEXICO OIL CONSERVATION DI

- Engineering Bureau -
1220 South St. Francis Drive, Santa Fe, NM 87505

~_ il Conservation Division
ADMINISTRATIVE APPLICATION CHECKL . St. ch;sﬂlls)g;ve

THIS CHECKLIST IS MANDATORY FOR ALL ADMINISTRATIVE APPLICATIONS FOR EXCEPTIONS TO DIVISION RULES AND REGULATIONS
WHICH REQUIRE PROCESSING AT THE DIVISION LEVEL IN SANTA FE

Application Acronyms: ' .
[NSL-Non-Standard Location] [NSP-Non-Standard Proration Unit] [SD-Simultaneous Dedication]}
[DHC-Downhole Commingling] [CTB-Lease Commingling] [PLC-Pool/Lease Commingling]
[PC-Pool Commingling] [OLS - Off-Lease Storage] [OLM-Off-Lease Measurement]

[WFX-Waterflood Expansion] [PMX-Pressure Maintenance Expansion]
[SWD-Salt Water Disposal] [IPI-Injection Pressure Increase] \’Qe(
[EOR-Qualified Enhanced Oil Recovery Certification] [PPR-Positive Production Response] a’\
[1] TYPE OF APPLICATION - Check Those Which Apply for [A] % %\r\

[A] Location - Spacing Unit - Simultaneous Dedication .
(] NSL [] NsP [] sD C {\\ﬁg

Check One Only for [B] or [C]
(B] Commingling - Storage - Measurem

ent
(] bHC [] c¢tB [ PLC IE/PC [] oLs [] oM

[C] Injection - Disposal - Pressure Increase - Enhanced Oil Recovery C/ \€> |
O wex [ pmx [J swDp [ Ipl [J EOR [] PPR : 1 -

[D] Other: Specify

[2] NOTIFICATION REQUIRED TO: - Check Those Which Apply, or M)oes Not Apply
[A] W Working, Royalty or Overriding Royalty Interest Owners

[B] ] Offset Operators, Leaseholders or Surface Owner
[C] [J Application is One Which Requires Published Legal Notice
[D] [] Notification and/or Concurrent Approval by BLM or SLO
U.S. Bureau of Land Management - Commissioner of Public Lands, State Land Office
[E] [] For all of the above, Proof of Notification or Publication is Attached, and/or,

[F] (] Waivers are Attached

[3] SUBMIT ACCURATE AND COMPLETE INFORMATION REQUIRED TO PROCESS THE TYPE
OF APPLICATION INDICATED ABOVE.

[4] CERTIFICATION: I hereby certify that the information submitted with this application for administrative
approval is accurate and complete to the best of my knowledge. I also understand that no action will be taken on this
application until the required information and notifications are submitted to the Division.

Note: Statement must be completed by an individual with managerial and/or supervisory capacity.

Pamela A.v Smith . Office Assistant 8-28-06

Print or Type Name Signature . Title Date
smithpa@chevron.com

e-mail Address




Chevron

Pamela A. Smith Mid-Continent Business Unit

Office Assistant-Facilities Chevron U.S.A. Inc.
Permian Basin 15 Smith Rd
Midland, Texas 79705
Tel 432-687-7305

Fax 432-687-7871
August 25, 2006 smithpa@chevron.com
b

New Mexico Oil Conservation Division
1220 South St. Francis Drive

Santa Fe, NM 87504

Lea County, New Mexico

RE: Application To Pool (Surface) Commingle Oil And Gas Production
Attn: Oil & Gas Regulatory Department

Chevron U.S.A., Inc. repectfully requests administrative approval to surface commingle oil and
gas production from the San Andres, Paddock, Blinebry, Tubb, Drinkard, and Abo Pools,
respectively, into the Brunson Argo Commingled # 1 Battery, located in Section 10, T22S,
R37E, Lea County, New Mexico. The production from each pool will be allocated based on
periodic well tests of each of the respective pool producers. All wells are on Chevron’s wholly
owned Brunson Argo lease and royalty ownership is identical in all pools.

Attached in support of this request is a table showing oil production volumes, gravities, and
monetary values for each of the wells/pools proposed for commingling, a proposed schematic
diagram for the subject facility, and a lease plat. As can be seen on the table, the value of the
production will not be significantly impacted by the proposed action. However, environmental
exposure and operating costs will be reduced by having fewer tank storage facilities to operate
and maintain.

For your convenience, I have enclosed an envelope with my return address, so that the decision
for this application can be sent directly to me. If you require additional information or have any
questions, please contact me by telephone at (432) 687-7305 or by e-mail at
smithpa@chevron.com.

Sincerely,

p,q,me]a A gm%

Pamela A. Smith
Office Assistant-Facilities

CC: NMOCD — Hobbs District 1
Lease File
Reggie Holzer
Nathan Mouser
Danny Lovell
Denise Pinkerton
Jesse Williams
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Chevron U.S.A. Inc.

D - Brunson Argo Lease
O Brunson Argo Commingled # 1 Battery
Unit E, Section 10, T22S, R37E

Lea County, New Mexico
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Chevron Midcontinent, L.P.

Brunson Argo Commingled #1 Battery

Section 10, T22S, R37E, Lea County, New Mexico
August 1, 2006




PHONE ({325) 673-7001 - 2111 BEECHWOOD - ABILENE, TX 79603

LABORATORIES PHONE (505) 393-2326 + 101 E. MARLAND - HOBBS, NM 88240

ANALYTICAL RESULTS FOR

CHEVRON

ATTN. BOBBY McCURRY

P.0. BOX 1949

EUNICE, NM 88231

FAXTO:
Receiving Dats: 05/31/06 Sampling Date: 05/17/06
Reporting Date: 06/02/06 Sample Type: CRUDE OIL
Project Number. NOT GIVEN Sample Condition; INTACT
Project Name: BRUNSON ARGO Sample Received By: AB

Project Location: NOT GIVEN

Laboratory No. Sample ID API grav. @ 60°F Weight % Sulfur
H11173-1 TB#1-WELL #15 355 0.4230
H11173-2 TB#1-WELL #17 29.0 0.6801
H11173-3 TB#1-WELL #18 33.0 0.5824
H111734 TB#1-WELL #21 36.0 0.5300
H11173-5 TB#1-WELL #22 350 0.4408 ;
H11173-8 TB#1-WELL #23 36.5 0.3204
H11173-7 TB#1-WELL #26 38.0 0.3241
H11173-8 TB#S5-WELL #5 255 0.906
H11173-8 TBH#5-WELL #14 34.0 0.9684
H11173-10 TB#5-WELL #16 350 1.0170
H11173-11 THBH#5-WELL #19 340 0.8505
H11173-12 BRUNSON ARGO #9 320 1.1043 ;
H11173-13 BRUNSON ARGO #10 345 0.7192 g
H11173-14 BRUNSON ARGO #12 34.0 1.0290
H11173-15 BRUNSON ARGO #13 355 1.0344
H11173-16 BRUNSON ARGO #20 35.0 1.0394
H11173-17 BRUNSON ARGO #24 32.0 - 1.1070
H11173-18 BRUNSON ARGO #27 36.5 0.3417 4
H11173-19 BRUNSON ARGO #29 340 1.0429 :
METHODS: ASTM D287 D4294 ;
Cm/LL ¢/ 20¢
Chemi: Date k

PLEASE NOTE: Liability and Damages. Cardinal's fiability and client's exclusive remedy for any claim arising, whether based in contract or tort, shalt be limised to the amount paid by client for anatyses

All clai l%lﬂg those for nagligance and any other cause whatsoever shall be deemed waived unless made in writing and received by Cardinal within thirty (30) days afier compistion of the applicable
c:,m ﬁ t shall Cardinal be liable for incidental or consaquential damages, inctuding. without limitation, business interruptions, 1088 of use, o ioss of profits incurred by clisnt, its subsidmries,

atfiliates or successors arising out of of related to tha perfarmance of services hereunder by Cardinal, regardiess of whether such claim is based upon any of the above-stated reasons or olherwiss.
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