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Caza Igloo 2H: producing
Caza Igloo 3H: pmducingE
Caza Igloo 4H: producing
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Caza Igloo 6H: proposed
Caza Igloo 7H: proposed
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Legacy Lea Unit 59H: permitted -
Legacy Lea Unit 62H: permitted -

Caza Leasehold
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Lea County, New Mexico
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IGLOO 19 STATE COM 7H WELL

DESCRIPTION ACREAGE OWNERSHIP
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VIA CERTIFIED MAIL-RETURN RECETPT REQUESTED
November §, 2015

Legacy Reserves, L.P.
303 W. Wall Street, Suite 1800
Midland, Texas 79701

Attn: Mr. Shad Frazier

Re:  Well Proposal
Igloo 19 Statc #7H Well
Section 19, T208-R35E
E. Marathon Road Prospect
Lea County, New Mexico

Gentlemen:

Caza Petroleum, Inc. is the owner of New Mexico State Lease No. VB 1758 covering the E/2 and SW/4 of
Section 19, T20S-R35E, Lea County, New Mexico. Our title information indicates that Legacy Resources,
L.P. owns an interest in the BLM lease covering the NW/4 of Section 19, Caza hereby proposes to drill a
10,800° TVD, 15,600° MD, 4,188 lateral horizontal 2nd Bone Spring test from a surface location
approximately 200° FSL and 750’ FWL to a hottom hole location 330° FNL. and 750' FWL in Section 19.
Caza proposes the well to be on a 160 acre unit comprised of the W/2 of the W/2 of Section 19. Enclosed is
Caza's AFE dated November 2, 2015, estimating the dry hole cost to be $1,974,879 and the completed well
cost to be $5,019,052. Costs will be shared on a proportionate unit acre basis.

If Legacy wishes to participate for its proportionate working interest in such well, please so indicate by
signing in the space below and returning to me one executed copy of this lctter and an executed AFE. We

appreciate your cooperation in this regard and should you have any questions, please do not hesitate to call
me at 832-381-3854.

Very truly yours,
~Caza Pc/;rolqh@. Inc.

2,

;/-
_Aohn E/Brown, CPL.
*“"Land Manager

We hereby elect as follows this ____ day of November, 2015:
PARTICIPATE in the drilling and completion of the Igloo 19 State #7H well.
NOT PARTICIPATE in the drilling and completion of the Igloo 19 State #7H well,

Legacy Resources, L.P.
By:

Printed Name:
Title!
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From: Jay Brown <jbrown@cazapetro.com>

To: Clay Roberts <croberts@legacylp.com>; ifitzgerald <ifitzgerald@legacylp.com>

Cc: Randy Nickerson <rnickerson@cazapetro.com>; Rich Albro <ralbro@cazapetro.com>; jamesbruc
<jamesbruc@aol.com>

Subject: Igloo 19 7H Well, Section 20, T20S-R35E, Lea Co, NM
Date: Thu, Feb 25, 2016 3:42 pm

Clay,

Reference is made to Caza’s well proposal of November 5, 2015, for the drilling of the Igloo 19 State/Fed
7H wellin Sec 19, T20S-R35E, Lea Co., NM. After Legacy was in receipt of the well proposal, Rich Albro
and | had a phone conference with you, Jim Fitzgerald and Randy Hutton of Legacy in which various
options for Legacy’s participation in the well were discussed. As you are aware, the force pooling
hearing regarding this matter is scheduled for next month. As stated in our previous conversation, Caza
would prefer to agree on a mutually beneficial solution ahead of the hearing and would welcome
further discussions with Legacy to that end.

Accordingly, Caza would be open to discuss any concerns that Legacy may have in arder to reach a

mutual understanding and, if possible, avoid the hearing. Please give me a call at 832-381-3854.
Thanks, Jay

Jay Brown
Land Manager

TR tt he NNk bR e d e e a b A on ket

Caza Petroleum, Inc.

Direct: 832-381-3854

Main; 281-363-4442 Ext, 1104
Fax: 281-363-4454




STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

APPLICATION OF CAZA PETROLEUM, INC.

FOR A NON-STANDARD SPACING AND

PRORATION UNIT AND COMPULSORY

POOLING, LEA COUNTY, NEW MEXICO. Case No. 15,437

AFFIDAVIT OF NOTICE

COUNTY OF SANTAFE )

) ss.
STATE OF NEW MEXICO )

James Bruce, being duly sworn upon his oath, deposes and states:

1. I'am over the age of 18, and have personal knowledge of the matters stated herein.
2. I am an attorney for Caza Petroleum, Inc.
3. Caza Petroleum, Inc has conducted a good faith, diligent effort to find the names

and correct addresses of the interest owners entitled to receive notice of the application filed
herein.

4, Notice of the application was provided to the interest owner, at its last known

address, by certified mail. Copies of the notice letter and certified return receipt are attached
hereto as Attachment A.

5. Applicant has complied with the notice provisions of Division Rules NMAC

19.15.4.9 and 19.15.4.12.C. -
'\.\24/}'1,{,5/( /_);{/CM(

J 7fnes Bruce

SUBSCRIBED AND SWORN TO before me this /4§7/ day of March, 2016 by James
Bruce. OFFICIAL SEAL
% KERRIE . ALLEN
Notary Public
Stete ot New Mexico

o
My Commission Expires: ;

EXHIBIT
|

LT LT et e

laga




JAMES BRUCE
ATTORNEY AT LAWY

POST OFFICE BOX 1056
SANTA FE.NEW MEXICQ 87504

369 MONTEZUMA, NO. 213
SANTA FE, NEW MEXICO 87501

(505) 982:2043 (Phone)
(308) 660-6612 {Cen)
(505) 9822154 (Fax)

jamesbruc@acl,com

January 8, 2016

CERTIFIED MAIL - RETURN RECEIPT REQUESTED
To: Persons on Exhibit A

Ladies and gentlemen:

Enclosed is a copy of an application for compulsory pooling, efc. filed with the New Mexico Oil
Conservation Division by Caza Petroléum, Inc., regarding a Bone Spring well the W/2W of
Section 19, Township 20 South, Range 35 East, N.M.P.M., Lea County, New Mexico.

This matter is scheduled for hearing at 8:15 a.m. on Thursday, February 4, 2016, in Porter Hall at
the Division’s offices at 1220 South St. Francis Drive, Santa Fe, New Mexico 87505. You are
not required to attend this hearing, but as an owner of an interest that may be affected by this

application, you may appear and present testimony. Failure to appear at that time and become a
party of record will preclude you from contesting the matter at a later date.

A party appearing in a Division case is required by Division Rules to file a Pre-Hearing
Statement no later than Thursday, January 28, 2016. This statement must be filed with the
Division’s Santa Fe office at the above address, and should include: The names of the party and
its attorney; a concise statement of the case; the names of the witnesses the party will call to
testify at the hearing; the approximate time the party will need to present its case; and

identification of any procedural matters that need to be resolved prior to the hearing. The Pre-
Hearing Statement must also be provided to the undersigned.

Ve truly yours,

- fzumfg%mc

ames Bruce

ttorney for Caza Petroleum, Inc. Attachment A_,




Legacy Reserves, L p,
Suite 1800

303 West Wal] Street
Midland, Texas 79701
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Qffset Operators/Working Interest Owners

SW/4 Section 218-20S-35E

Legacy Reserves Operating LP
Jupiter JV LP

E/2NW/4 Section 19-20S-35E
Legacy Reserves Operating LP

E/2SW/4 Section 19-20S-35E
Caza Operating, LLC
Caza Petroleum, Inc.

N/2ZNW/4 Section 30-20S-35E
Cimarex Energy Co. of Colorado

NE/4NE/4 Section 25-20S-34E
Nearburg Producing Company

E/28E/4 Section 24-20S-34E
BTA Oil Producers, LLC

E/2NE/4 Section 24-20S-34E
Legacy Reserves Operating LP

S/2SE/4 Section 13-20S-34E
Legacy Reserves Operating LP

vvvvvv
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STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

APPLICATION OF CAZA PETROLEUM, INC.

FOR A NON-STANDARD SPACING AND

PRORATION UNIT AND COMPULSORY

POOLING, LEA COUNTY, NEW MEXICO. Case 15,437

AFFIDAVIT OF NOTICE

COUNTY OF SANTAFE )

) ss.
STATE OF NEW MEXICO )

James Bruce, being duly sworn upon his oath, deposes and states:

1. [ am over the age of 18, and have personal knowledge of the matters stated herein.
2. I am an attorney for Caza Petroleum, Inc.
3. Caza Petroleum, Inc. has conducted a good faith, diligent effort to find the names

and correct addresses of the offset operators or working interest owners entitled to receive notice
of the application filed herein.

4. Notice of the application was provided to the offsets by certified mail. Copies of
the notice letter and certified return receipts are attached hereto as Attachment A.

5. Applicant has complied with the notice provisions of Division Rules NMAC

19.154.9and 19.154.12.C.
(' _Zz Wi 1 _@z{,ﬁ’ﬁ#

J%es Bruce

SUBSCRIBED AND SWORN TO before me this / d day of March, 2016 by James

OFFICIAL SEAL
KEARE C. ALLEN
Notary Futlic
Gtrar At Naw Mexico

52

-

Bruce.

My Commission E

R N R e




JAMES BRUCE
ATTORNEY AT LAW

POST OFFICE BOX 1056
SANTA FE, NEW MEXICO 87504

369 MONTEZUMA, NO. 213
SANTA FE,NEW MEXICO 87501

(505) 982-2043 (Phone)
(505) 660-6612 (Cen)
(505) 982-2151 (Fax)

inmcshruc!a]nol.com

January 8, 2016

CERTIFIED MAIL — RETURN RECEIPT REQUESTED

To: Persons on Exhibit A

Ladies and gentlemen:

, February 4, 2016, at the Division’s
offices at 1220 South St. Francis Drive, Santa Fe, New Mexico 87505, As an offset operator or

lessee, you have the right to enter an appearance and participate in the case. Failure to appear
will preclude you from contesting this matter at a later date.

You are required to notify (in writing) the Division, and th

¢ undersigned, by Thursday, January
28,2016 if you intend to participate in the hearing.

Very truly yours,

sy e

James Bruce

Attorney for Caza Petroleum, Inc.

Attachment ﬂ




EXHIBIT A

Jupiter JV LP

Suite 3300

301 Commerce Street
Fort Worth, Texas 76102

Legacy Reserves Operating LP
Suite 1800

303 West Wall Street
Midland, Texas 79701

Cimarex Energy Co. of Colorado
Suite 600

600 North Marienfeld
Midland, Texas 79701

Nearburg Producing Company
Building 2, Suite 120

3300 North “A” Street
Midland, Texas 79705

BTA Oil Producers, LLC
104 South Pecos
Midland, Texas 79701




e,
—

omplete items 1, .,
¥ Print your name and address on the reverse

Nl

so that we can return the card to you.

B Attach this card to the back of the mailpiece,
or on the front if space permits.

B. . by (Printed

ALY TME L

_|C. Date of Defivery

CERTIE

al Servicer
IED.MAIL:

“(Domestic Mail Only; No Insirance Co

| 1. Article Addressed to:
|
Legacy Rescrves Operating LP

D. Is delivery address different from item 17 LJ Yes
if YES, enter delivery address below:

R RN TR NIT SRR RSN N PR TS

9590 9402 1240 5246 2009 49

Avtinta Numbar Tramcfor frmm camdno famall

7012 04?0 000L 5955 0O0bb

§
|

a
L]

il

Suite 1800
i 303 West Wall Street
| Midtand, Texas 79701
3. Service Type
0 Adult Signature

[m) It Signature Restricted Defive
B‘g:,tiﬁed Mail® i

Certified Mail Restricted Delivery
Collect on Delivery

C1.Collect on Delivery Restricted Dilivery (J Signature Confirme* -

d Mail
d Mail Restricted Delivery
wver $500)

n
n
o Postage
O No U
Certifind Fee Y
— \ Postmark
o fetem Receipt Fee Lo '} Het
[ {Endorsement Reguized) i .x\
e Restricted Deiivery Fee | "7 .0 RN
{Endorsement Renuired) v . .
]
"L
o e Tota! Postage & Foos $ ] }
Priority Mail Express® (] . L - _
O Registered Mail™ s Nearburg Producing Company " |
a g'qistema Mail Restricted ! Building 2, Suite 120 B
ery oan - _
€1 Return Receipt for 3 3300 North “A” Street
Merchandise "< | o PO Box N Midland, Texas 79705

0 Signaturs Conf+
Restricted Deli

t PS Form 3811, July 2015 PSN 7530-02-000-9053

C+

PS Form 3800; Adgust 2005 {See Rover

O
0
3
a
i : S - SN
ks i - 4{ ‘73’\ |
VN
g; - Pastage | § "'/(’ e o
= Centified Fao i o h
o Aeturn Receipl F f.‘-, Ea Posimak
g {Endorsemant Her‘f:.yife%j \\‘ st Here' .
Restricted Defivery Fee “s ’ -
o {Endorsemart Requived) T,
2 -
o o Total P F
= al Postage & Fees $ L
. (S . "—-’m——\
g ent 7o Legacy Reserves Operating LP i
O [Stest Api; Ng: 1 Suite 1800
- | o7 PO Box Na. 303 West Wall Strect
Gy Sisie ZEia T Midland, Texas 79701 . i

S for instrictions

Domestic Return Receipt .

m Complete items 1, -4

B Print your name and address on the reverse .f .
so that we can return the card to you.

M Attach this card to the back of the mailpiece,

F iy, Giate, ZiPed” !

Spé Reverseof instauctions!

[ Agent
] Addressee
C. Date of Delivery

87 Receivag by fPrinted Name)

2012 04?0 DOO

1 5955 004

or on the front if space permits. _ .
. : D. |Is delivery address different item 17
1. Arlicle Addressed to Sy s et o e 7 O
Nearburg Producing Company
Building 2. Suite 120
3300 North A" Strect
Midland, Texas 79705
3. Servioe Type O Priodty Mg Ex,
O Aduit Signature a WMW
S £ Akt Signature Restrictod Defivery 3 Bofy orod Mail Restricted
iflod M
. O Certifisd Mall Restricted Delivery Ds&umﬁac;‘mw
9590 9402 1240 5246 2009 25 | O Collect on Delivery GSlmmmmmumm
|™2. Article Number (Transfer fram. sansica iahall I Faliant ~= Nalivery Restricted Delivery o) s‘g:: turs Gortimmation
Restricted Deivery

3estricted Delivery
{ (over $500)

PS Form 3811, July 2015 PSN 7530-02-000-9053

—pp————

Domestic Return Receipt

cx




Compkete atems 1, «dnd 3,
® Print your name and address on the reverse
so that we can return the card to you.

R Attach this card to the back of the mailpiece,
or on the front if space permits.

1. Article Addressed to:

Cimarex Energy Co. of Colorado
" Suite 600

600 North Marienfeld

Midland, Texas 79701

9590 9402 1240 5246 2009 32

2. Article Nitmbhar fTranefor fram anmwn= te s

7012 04?0 000k 5‘155 pos9

Prov:ded
0 Aagent m B eCoverag '
3 Addressee S
C. Date of Delivery o
- -
& o
D. Is delivery address different from item 17 [J Yes n
If YES, enter delivery address below: [ No o
un
'q s
a faturn Receipt Fee | Hera
O  (Endorsement Raquired) [ S AE—
e Rasticted Detivery Fez | L
o {Endorsament Requited} \ L
3. Setvn_ce Type 2 Priority Mail Express® o Torat Postage & Fees ; ‘ $ ,
O Adutt ngnatute €1 Registered Mail™ o N e p - 7 e e
O Aglut Signature RestrictedDelivery [ Registered Mail Restricted teemTe T Jupiter IV L
o cﬁ::g :ai:% tricted Delivery ot - Suite 3300 .
a‘ es "c e T T T R i
O Collect on Delivery o Rem eipt for g l"s'im»' Apt. NC., 301 Commerce S“'?G‘ ” .
“Mlivery Restricted Delivery I Signature Confirmation™ ~ lor x PO Box No- Fort Worth, Texas e

(over $500)

« - ...= S@slricted Delivery

O Signature Confmnaupn '
Restricted Delivery ! !

!
!
!
I
|
!
|
§
t

PS Form 3811, July 2015 PSN 7530-02-000-9053

Cz

. ;_.n - Pustage

3 Certttas Fee

g Return Rece:pt Fee {f-7 Postmark

= (Endorsement Required) | Hero

Restrictec Delivery Fee |

o {Endcrsemant Rc—q’x '::'e)
-

=2 Tota! Posiage 3 Fees T

a $ g N

[ ~ Cimarex Enﬂ&fcﬁ?%{ @lgvdg 1
[ .. Suite 600 i
O | Sieef Al N&IT g00 North Marienfeld e H

- | or PO Box Mo,

Midiand, Texas 79701

PS Forft 3800; AuUgust 20063

¢4 See Reverse 1oF nstriiciions:

Domestic Return Receipt .

| m Complete items 1, z, 4 and 3.

| Print your name and address on the reverse
so that we can return the card to you.

M Attach this card to the back of the mailpiece,
or on the front if space permits.

RECE!

0 Agent

/\/M 3 Addressee
ed % C. Date of Delivery

1. Articte Addressed to:

Jupiter JV LpP
* Suite 3300

301 Commerce Street
Fort Worth, Texas 76102

D. Is delivery address different flom et 12 L) Yes
|f YES, enter delivery address befow: [ No

3. Service Type O Priority Mait Exprass®
D Aduit Signature . O Registorad Mai™
m Restricted Defivery £ Ragisterad Mal Resticted
9590 9402 1240 5246 2009 56 D Cotiod Vel Resctod Doy O e encioe
2. Article Number. {Iranster from servica inbhah . O} Collart an Nelivery Restricted Delivery O Swm Oonﬂnm.:m"‘
7012 0470 O pol 5955 qQo?3 . Restricted Deivery R.,s"m"'fw""':,,,"’
1 RIVET IO

¢ PS Form 3811, July 2015 PSN 7530-02-000-9053

Cx

Domestic Return Receipt

Hever '_é‘e‘ﬁ{v‘;r‘;at'}:}éﬁéﬁsz

i
R

FUIE WP ot )




L Complete ;tems 1, o, 4

o Print your name and address on the reverse
_s0 that we can return the card to you.

] Agent
] Addressee

" m Aftach this card to the back of the mailpiece,
or on the front if space permits.

144445

C. Date of Oelwery

/2

BTA Oil Producers, LLC
104 South Pecos

]
|
{
!
717 Articte Acdressed to:
|
1
T
I Midland, Texas 79701

D. Is delivery address d-iferent fromitem 17 3 Yes
it YES, enter delvery address below: O No

3. Service Type

O Adult Signature
- t Q Signature Restricted Delivery
ertifisd Mait®
O Certified Mail Raslricted Delivery
O Collect on Delivery

L UAL IREUE RN I RIS IRT T RN RTINEN

9590 9402 1240 5246 2009 18
i 2. Articte Number (Transfer from service iabel)

: ?012 0470 0001 5955 0035

" o

ail
ail Restricted Delivery

01 Priority Mail Express®

{J Registered Mail™

D Registered Mail Restricted
Delivery

O Return Receipt for
Meichandise

O Coltect on Oelivery Restictad Delivery O Signature Canfirmation™

O Signature Confirmation
Restricted Dedivery

PS Form 3811, July 2015 PSN 7530-02-000-5053

Cx

Postage
Caritinc For oY
Postmark
Daturn Recept Foe hers
(Ervorsemant Required) Y
Resincted Debvery Fee ‘,;:‘ R

{Endcsement Required)

__.._..T._..-M»-—g
T Postage & Fees $ 3

BTA Qil Producers, LLC :

Siroel ApL NaT - 104 South Pecos. ol
- I!orPOB::ND M\dland Texasu7.9?“

bewisaie d T . i
l

Maa nu?n 0001 5955 0035

£ Forin 3800, August 20057

Domestic Return Receipt -




MARTIN YATES, 1)

MOrN AL YATES
9121980 Criaenman EMENITYS
FRANK W, varea

JOHN A, YATEB JR.
193¢6-1yng BHAINLAN ¢ Te aoaRn
S.P YATES DOUGLAS E. erROOKN
131420040 PREMIOENT
Srier execunivg orrocean
t « PERINI
'06 BOUTH FounTH LAl 444 nn‘u’g? r‘um\gcw. OR'I':‘GKN
ARTESIA, NEwW MEXICD 8821 0-2118
TELEEMONE 12901 7a0. 147,
WR YAt prCue. o

March 2, 2016

David Catanach, Dircctor

Qil Conservation Divisiqu
1220 South St. Francis Drive
Santa Fe, New Mexico 87505

Re:  Case 15437
Application of Caza Petroleum, Inc.

Dear Mr. Catanach:

Yates Petroleum Corporation is an interest owner in the SW/4 of Section 19, Township 20 South,
Range 35 Eugt, NMPM, and thus Owns an interest in the W/2W/2 Sec. 19-20S-35F well
proposed by Caza. Yates Supports Caza in this case, for the following reasons:

I8 Yates' geologists and engineers belicye that Sccond Bone Spring wells in this area
should be drilled on a standup basis to recover the maximum amount of reserves,

2. If Caza's application is not granted, the only options are to form and djl] a
standup 80 acre horizontal well wnit, or dril] a laydown unit, Bither option will lead to a
loss of reserves and impair correlative rights,

3. Caza cannot drill a lateral including lands (o the south

because Second Bone
Spring wells have already been drilled in Section 30.

4, The correlative rights of the interest owners in the NW/4 of Section will be
protected by a 160 acre standup wel] unit,

Very truly yours,

YATES PETROLEUM C ORPORATION

Kathy\H_Porter - et s e j‘

Attorney-in-Fact . I )

pran-Fact @ 2 ¢ EXHIBI! ? |

e e e A .,.1,.,.»...’*:‘é

e —— T TR e v, -s—-_n---.---——h"__khA-.__A P .,.._.-..-.‘*‘__h..__, aee DR —— Y M ——— -t ... e m—
KAYHY“;:.“:EVRTER JAMES D, SCHAFER

TREAQuURER




ABO PETROLEUM CORPORATION

O Probucers
PO BOX 900 » ARTESIA, NM 88211-0900 » PHONE (575) 748-4250

March 2, 2016

David Catanach, Director

Oil Conservation Division
1220 South St. Francis Drive
Santa Fe, New Mexico 87505

Re: Case 15437
Application of Caza Petroleum, Inc.

Dear Mr, Catanach:

Yates Petroleum Corporation is an interest owner in the SW/4 of Section 19, Township 20 South, Range 35 East, NMPM,

and thus owns an interest in the W/2W/2 Sec. 19-20s-35€ well proposed by Caza. Abo supports Caza's effort

s in this
case, for the following reasons:

1. Abo's management believes that Second Bone Spring wells in this area should be driiled on g standup
basis to recover the maximum amount of reserves

3. Caza cannot drill a lateral includi

4, The correlative rights of the interest ow

ners in the NW/4 of Section will be Protected by a 160 acre
standup well unit.

Very truly yours,

Abo Petroleum Corporation i

/My@




MYCO INDUSTRIES, INC.
QIL PRODUCERS
POST OFFICE BOX 840
ARTESIA, NEW MEXICO 88211-0840
Phone (575) 748-42g0

March 2, 2016

David Catanach, Director

Oil Conservation Division
1220 South St. Francis Drive
Santa Fe, New Mexico 87505

Re:  Case 15437
Application of Caza Petroleum, Inc.

Dear Mr. Catanach:

MYCO Industries, Inc. is an interest owner in t
Range 35 East, NMPM, and thus owns an interest
Caza in this case, for the following reasons:

he SW/4 of Section 19, Township 20 South,
in the well proposed by Caza. MYCO supports

1. MYCO's geologist and engineer believe that Second Bone Spring wells in this

area should be drilled on a standup basis to recover the maximum amount of reserves,

2. If Caza's application is not granted, the only options are to form and dril]l a
standup 80 acre horizontal well unit, or drill a laydown unit. Either option will lead to a
loss of reserves and impair correlative rights.

3. Caza cannot drill a latera] including lands to the

south because second Bone
Spring wells have already been drilled in Section 30.

4. The correlative rights of the interest owners in the NW/4 of Section 19 will be
protected by 2 160 acre standup well unit,

Very truly yours,

MYCQANDUSTRIES, JNC.

eoll Ja i

T Scott Yates /
President



SHARBRO ENERGY, LLC

Post Office Box 840
Artesia, New Mexico 88211-0840
(575) 748-4280

March 2, 2016

David Catanach, Director

Oil Conservation Division
1220 South St. Francis Drive
Santa Fe, New Mexico 87505

Re:  Case 15437
Application of Caza Petroleum, Ine.

Dear Mr. Catanach:

Sharbro Energy, LLC is an interest owner in the SW/4 of Section 19, Township 20 South, Range

35 East, NMPM, and thus owns an interest in the wel] proposed by Caza. Sharbro supports Caza
in this case, for the following reasons:

I. Sharbro's geologist and engineer believe that Second Bone Spring wells in this
area should be drilled on a standup basis to recover the maximum amount of reserves.

2. If Caza's appliéation is not granted, the only options are to form and drill a
standup 80 acre horizontal well unit, or drill a laydown unit. Either option will lead 1o a
loss of reserves and impair correlative rights.

3. Caza cannot drill a lateral including lands to the south because second Bope
Spring wells have already been drilled in Section 30.

4. The correlative rights of the interest owners in the NW/4 of Section 19 wil] be
protected by a 160 acre standup well unit,

Very truly yours,

Scott Yates .
Managing Meﬁiger
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Cross Section A— A’ — 2" Bone Spring Sand — Stratigraphic Section
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Cross Section A — A” — 2"d Bone Spring Sand — Chief to Igloo Section
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Monthly Production — 24 Bone Spring Wells
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Monthly Production
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1 2 3 45 6 7 8 9 101112 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35 36 37 38 39 40 41 42 43 44 45 46 47 48
Month

Average 18 Wells
4,222 Vertical Section

3,849,543 # Proppant
3,068,694 Gal. Fluid

0.78 Gal/Prop

559,537 EUR Gas (Harm)
450,389 EUR Oil (Harm)
546,647 EUR Boe (Harm)
474,999 EUR Gas (Hyp)
403,824 EUR Oil (Hyp)
486,651 EUR Boe (Hyp)
519,790 Ave. EUR Boe
81,417 180 Day Boe

6.6 EUR/180 Day

1,390 GOR
57% Oil Cut
122 EUR/VS
913 #/ft
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2"d Bone Spring Recovery

Typical Bone Spring Producing Zone |

Typical 2" Bone Spring Sand Decline Curve |
160 acres Production Unit per Zone (400 Total)200’ per

2nd Bone Spring Type Well
lateral Thickness
*  8.0% Porosity 25,000

*  40% Water Saturation

20,000
* 19.2’ Total (9.6 per lateral) Hydrocarbon Pore volume
15,000
*  Combination of Conventional and Unconventional Reservoir
*  Approximately 6% Oil in Place Recovered (*Each Lateral not 10,000
accessing full column- only ~ 200’)
*  First 180 days recover approximately 1/7 of Ultimate Oil & 5,000
Gas Reserves 0
¥ i EN b 53 ge @ e SRR B
* 17,650 Mbo in place (8,825 Per lateral) § § 5? g '§’ 5 § g § § 5? éu’ § —g. § g §
Bo/day Mcf/d
Y)il / a(!as
* Average 2nd Bone Spring Sand |
. 160 acre unit
Production
‘ 30 day cumulative
\ _— o
cumulative

180 day cumulative

BOilin Place mEUR Oil

17,650 Mbo in 513 Mbo Per Lateral
160 acres
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Cross Section B — B’— 3rd Bone Spring Sand — Stratigraphic Section
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Cross Section B — B’— 3rd Bone Spring Sand — Chief to Blue Jay
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Monthly Production — 3rd Bone Spring Wells
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3rd Bone Spring Recovery

£2. LbIHXA

[

Typical Bone Spring Producing Zone | .

Typical 3rd Bone Spring Sand Decline Curve |

160 acres Production Unit per Zone 190’ + Thickness 3rd Bone Spring Type Well

9.0% Porosity

16,000
40% Water Saturation 14,000
9’ Hydrocarbon Pore volume 12,000
Combination of Conventional and Unconventional Reservoir 10,000
Approximately 7.0% Oil in Place Recovered 8,000
Approximately 1/6 of Ultimate Oil & Gas Reserves 6,000
Bo—-1.35 4,000
2,000
0

. ™~ ~ ~ ™~ 0 o0 o0 o0 ()] N ()] (o] (=] o o o -

Average 3rd Bone Spring Sand | AR AR IR R S S S S S S

L0 > Qo > L0 > oo > L0 > Qo > Q0 > Qo > Ko

Q (1) - O Q (O - (®] Q 8] peo | O Q [ o | O Q

160 acre unit e 3 € T N s < B K S & F k T4 = G

Bo/day Mcf/day
Oil Gas
Production
‘ 30 day cumulative
\ / So
cumulative

180 day cumulative

B Oilin Place ®EUR Oil
8,275,000 Mbo 559 Mbo
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Lea County, New Mexico
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2nd Bone Spring Structure TVDSS
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Marathon Road Area
Lea County, New Mexico

3rd Bone Spring Structure TVDSS
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Cross Section C—C’ — 1st Bone Spring Sand — Stratigraphic Section
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Rate/Time Graph Project: C:\Users\tsam\Documents\IHS\PowerTools\Projects v9.3\Bone Horizontal Total.mdb

Date: 10/27/2016
Time: 9:58 AM
Lease Name: BLUE JAY FEDERAL (1H)
County, ST: LEA, NM

Operator: COG OPERATING LIMITED LIABILITY CORP
Field Name: WILDCAT
Location: S20 E35 18 SW SE

BLUE JAY FEDERAL # 1H - WILDCAT

10,00

Cumulative: 121,385 bbl & 142,508 mcf
Est. Ultimate : 1,199,932 bbl & 1,424,918 mcf

Location: S20 E35 18 SW SE
APIL: 30025423380100
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Date: 10/31/2016

Project: C:\Users\tsam\Docunies

Time: 10:01 AM

2R8Caza Final PDP_Drillout.mdb

Lease Name: 3rd Bone Yates Igloo (3H) s LEA
County, ST:, Field Name:
Location: 0-0-0 Reserve Type/Class: /
Well Gross Production Net Production Average Prices
Date Count Qil Gas Oil Gas Qil Gas
(Bbl) (Mcf) (Bbl) (Mcf) ($/Bbl) ($/Mcf)
09/2016 0 0 0 0 0 0.00 0.00
10/2016 0 0 0 0 0 0.00 0.00
11/2016 1 6,528 5,738 1,567 620 4476 3.46
12/2016 1 5,400 4,722 1,296 510 4542 3.81
01/2017 1 4,661 4,063 1,119 439 45.99 3.98
02/2017 1 4,133 3,595 992 388 46.46 3.97
03/2017 1 3,733 3,242 896 350 46.86 3.91
04/2017 1 3,417 2,964 820 320 47.20 3.61
05/2017 1 3,161 2,740 759 296 47.48 3.58
06/2017 1 2,948 2,553 708 276 47.74 3.63
07/2017 1 2,768 2,396 664 259 47.98 3.68
08/2017 1 2,613 2,260 627 244 48.21 3.68
09/2017 1 2,478 2,143 595 231 48.46 3.65
10/2017 1 2,359 2,039 566 220 48.72 3.68
11/2017 1 2,253 1,947 541 210 48.99 3.76
Remainder: 174,711 152,521 41,931 16,472 56.09 4.27
Grand Total: 221,162 192,924 53,079 20,836 54.14 4.16
Operating Operating Other Periodic Cumulative
Date Expenses Taxes Income Costs Cash Flow Cash Flow
($) ($) ($) ($) ($) ($)
09/2016 0 0 0 644,352 -644 352 -644,352
10/2016 0 0 0 483,264 -483,264 -1,127,617
11/2016 6,251 5,803 60,214 483,264 -423,051 -1,550,667
12/2016 5,446 4,884 50,482 0 50,482 -1,500,186
01/2017 4,955 4,272 43,970 0 43,970 -1,456,215
02/2017 4,617 3,825 39,182 0 39,182 -1,417,034
03/2017 4,368 3,481 35,500 0 35,500 -1,381,534
04/2017 4,176 3,201 32,490 0 32,490 -1,349,043
05/2017 4,023 2,977 30,079 0 30,079 -1,318,964
06/2017 3,896 2,793 28,089 0 28,089 -1,290,875
07/2017 3,790 2,636 26,396 0 26,396 -1,264,479
08/2017 3,700 2,499 24,927 0 24,927 -1,239,552
09/2017 3,628 2,382 23,651 0 23,651 -1,215,901
10/2017 3,565 2,280 22,546 0 22,546 -1,193,355
11/2017 3,510 2,191 21,581 0 21,581 -1,171,774
Remainder: 951,831 194,491 1,275,729 0 1,275,729 103,955
Grand Total: 1,007,757 237715 1,714,836 1,610,881 103,955 103,955
Discount Present Worth: Economic Dates: Economics Summary:
0.00 % 103,955 Effective Date 09/2016 Bbl Qil
4.00 % -209,213  Calculated Limit 02/2044 Ultimate Gross 221,162
6.00 % -320,449 Economic Life 330 Months Historic Gross 0
8.00 % -411,385 27 Years 6 Months  Gross at Eff Date 0
10.00 % -486,821 Economics Information: Remaining Gross 221,162
12.00 % -550,236  Net Payout Date: 12/2033  Remaining Net 53,079
14.00 % -604,188 Rate of Return: 1.13%
16.00 % -650,584 Return on Investment: 1.06 BTU Content: 1.300 mmbtu/mcf
20.00 % -726,157  Disc Return on Invest: 0.69  Gravity: Oil: 28.00 Gas: 0.800
40.00 % -929,297 Initial Division of Interest: NRI
100.00 % -1,095,237 WI: 30.000000 Qil: 24.000000
Gas: 24.000000
Reversion Date: None NGL: 0.000000

EXHIBIT 32—

Sales
Total

($)

0

0

72,268
60,812
53,197

47 623
43,350
39,868
37,079
34,778
32,822
31,127
29,660
28,390
27,282
2,422,051
2,960,308

10%
Cash Flow
($)

-644 352
-475,648
-413,089
48,903
42 258
37,358
33,580
30,490
28,004
25,944
24,188
22,661
21,331
20,173
19,157
692,220
-486,821

Mcf Gas
192,924
0

0
192,924
20,836

ORI
0.000000
0.000000
0.000000
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Date: 10/31/2016

Project: C:\Users\tsam\Documd
Lease Name: 2nd Bone Igloo (4H)

N ARG

Time: 10:02 AM

2O QISR SR ¥Caza Final PDP_Drillout.mdb
Operator: Caza Oil & Gas LEA

County, ST: , Field Name:
Location: 0-0-0 Reserve Type/Class: /
Well Gross Production Net Production Average Prices
Date Count Oil Gas Oil Gas Oil Gas
(Bbl) (Mcf) (Bbl) (Mcf) ($/Bbl) ($/Mcf)
09/2016 0 0 0 0 0 0.00 0.00
10/2016 0 0 0 0 0 0.00 0.00
11/2016 1 5,870 9,816 1,409 1,060 4476 3.46
12/2016 1 4,992 8,954 1,198 967 45.42 3.81
01/2017 1 4,383 8,260 1,052 892 45.99 3.98
02/2017 1 3,931 7,686 943 830 46.46 3.97
03/2017 1 3,580 7,203 859 778 46.86 3.91
04/2017 1 3,299 6,789 792 733 47.20 3.62
05/2017 1 3,067 6,430 736 694 47.48 3.58
06/2017 1 2,872 6,115 689 660 47.74 3.63
07/2017 1 2,705 5,836 649 630 47.98 3.68
08/2017 1 2,561 5,586 615 603 48.21 3.68
09/2017 1 2,434 5,362 584 579 48.46 3.65
10/2017 1 2,322 5,159 557 557 48.72 3.68
11/2017 1 2,222 4974 533 537 48.99 3.76
Remainder: 159,913 386,739 38,379 41,768 55.42 4.21
Grand Total: 204,151 474,909 48,996 51,290 53.56 412
Operating Operating Other Periodic Cumulative
Date Expenses Taxes Income Costs Cash Flow Cash Flow
($) ($) ($) ($) ($) ($)
09/2016 0 0 0 630,151 -630,151 -630,151
10/2016 0 0 0 472614 -472 614 -1,102,765
11/2016 5,220 5,364 56,139 472614 -416,475 -1,519,240
12/2016 4,560 4673 48,864 0 48,864 -1,470,376
01/2017 4177 4177 43,569 0 43,569 -1,426,807
02/2017 3,922 3,791 39,412 0 39,412 -1,387,395
03/2017 3,737 3,485 36,090 0 36,090 -1,351,305
04/2017 3,596 3,219 33,205 0 33,205 -1,318,100
05/2017 3,485 3,011 30,936 0 30,936 -1,287,164
06/2017 3,394 2,840 29,067 0 29,067 -1,258,097
07/2017 3,318 2,693 27,459 0 27,459 -1,230,638
08/2017 3,254 2,562 26,033 0 26,033 -1,204,605
09/2017 3,203 2,448 24,775 0 24,775 -1,179,831
10/2017 3,160 2,349 23,693 0 23,693 -1,156,138
11/2017 3,122 2,265 22,759 0 22,759 -1,133,378
Remainder: 783,167 185,314 1,334,204 0 1,334,204 200,826
Grand Total: 831,316 228,192 1,776,205 1,575,379 200,826 200,826
Discount Present Worth: Economic Dates: Economics Summary:
0.00 % 200,826 Effective Date 09/2016 Bbl Qil
4.00 % -105,789 Calculated Limit 04/2040 Ultimate Gross 204,151
6.00 % -218,684 Economic Life 284 Months Historic Gross 0
8.00 % -312,643 23 Years 8 Months Gross at Eff Date 0
10.00 % -391,738 Economics Information: Remaining Gross 204,151
12.00 % -459,020 Net Payout Date: 03/2029 Remaining Net 48,996
14.00 % -516,807 Rate of Return: 242 %
16.00 % -566,877 Return on Investment: 1.13 BTU Content: 1.300 mmbtu/mcf
20.00 % -649,089 Disc Return on Invest: 0.75 Gravity: Qil: 28.00 Gas: 0.800
40.00 % -872,585 |Initial Division of Interest: NRI
100.00 % -1,055,711 WI: 30.000000 Qil: 24.000000
Gas: 24.000000
Reversion Date: None NGL: 0.000000

Sales
Total

($)

0

0

66,724
58,097
51,923
47125
43,312
40,021
37,432
35,301
33,470
31,849
30,426
29,203
28,146
2,302,685
2,835,713

10%
Cash Flow
($)
-630,151
-465,165
-406,668
47,336
41,873
37,578
34,138
31,161
28,801
26,848
25,162
23,666
22,344
21,200
20,203
749,938
-391,738

Mcf Gas
474 909
0

0
474,909
51,290

ORI
0.000000
0.000000
0.000000
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