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

U Ll

K Té‘"‘{;:'“ F E r '
IN THE MATTER OF THE HEARING B Y
CALLED BY THE OIL CONSERVATION FEB
DIVISION FOR THE PURPOSE OF R ,,,“.:’
CONSIDERING: S DIVISHE |

CASE NO. 11461

APPLICATION OF SANTA FE ENERGY RESOURCES INC.
FOR COMPULSORY POOLING AND AN UNORTHODOX GAS
WELL LOCATION, LEA COUNTY, NEW MEXICO.

PRE-HEARING STATEMENT

This pre-hearing statement is submitted by ROBERT E.
LANDRETH, as required by the Oil Conservation Division.

APPEARANCE OF PARTIES
APPLICANT ATTORNEY
Santa Fe Energy Resources, Inc. Jim Bruce, Esq.
550 West Texas Suite 1330 P. O. Box 2068
Midland, Texas 79701 Santa Fe, New Mexico 87501
Attn: Danita Walker (505) 982-4554

(915) 667-3551

OPPOSITION PARTY ATTORNEY

Robert E. Landreth W. Thomas Kellahin

505 N. Big Spring Suite 507 KELLAHIN AND KELLAHIN
Midland, Texas 79701 P.O. Box 2265

(915) 684-4781 Santa Fe, NM 87504

(505) 982-4285



Pre-Hearing Statement

Case No. 11416
Page 3

STATEMENT OF CASE
OPPOSITION PARTY:

Robert E. Landreth ("Landreth"), moves the Division to dismiss this
case because contrary to custom and practice before the Division and in
violation of Section 70-2-17(C) NMSA (1978), Santa Fe Energy Resources
Inc. ("Santa Fe") has prematurely instituted a compulsory pooling action
against Landreth’s interest in the Morrow formation without first
undertaking a good faith and reasonable effort to obtain a voluntary
agreement for the development of a Morrow spacing unit and in support

states:

(1) This dispute involves all of Section 29, T22S, R34E, Lea
County, New Mexico, containing two separate federal leases

with working interests as follows:

(a)

(b)

the SE/4 is divided from the surface to the base
of the Morrow between Landreth with 75% and
Amerada Hess with 25% and then below the
base of the Morrow 100% to Amerada Hess.

the W/2 and NE/4 from the surface to the base
of the Devonian is 100% to Santa Fe and its
unnamed partner.

(2) Section 29 (See Exhibit A) is:

(@)

(b)

one mile from the current northern boundary of
the North Bell Lake Devonian Gas Pool which
provides for 640-acre gas spacing units; and

is one mile from the current western boundary
of the Antelope Ridge-Morrow Gas Pool and
the Antelope Ridge-Atoka Gas Pool both of

which provide for 320-acre gas spacing units.
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(3) On October 4, 1995, Landreth wrote to Mr. Duke Roush of Santa
Fe to inform Santa Fe, among other things, that Landreth only owned 75 %

of the working interest to the base of the Morrow formation underlying the
SE/4 of Section 29. See Exhibit B.

(4) On November 10, 1995, Landreth filed his APD for the drilling
of his proposed Morrow gas well (the Sunrise "29" Federal Com Well
No. 1, to be located in the SE/4 of Section 29) with the Bureau of Land
Management. See Exhibit C.

(5) On December 8, 1995, Santa Fe, without its management’s
approval, proposed to Landreth and to Amerada Hess a 15,000 foot
Devonian test well with a spacing unit consisting of all of Section 29 for its
Shamrock "29" Fed Com Well No. 1 to be located in the NE/4 of Section
29. See Exhibit D.

(6) On December 11, 1995, Amerada Hess requested Santa Fe to
resubmit its proposal once Santa Fe had its management’s approval for its
proposal. See Exhibit E.

(7) On December 26, 1995, Landreth advised Santa Fe that he did
not own the Devonian rights in Section 29. He further advised Santa Fe
that (a) he had already filed his APD with the BLM for his Sunrise 29 Fed
Com Well Morrow well to be drilled in the SE/4: it was his intention to
dedicate the well to a 320-acre spacing unit consisting of the E/2 of Section
29; and (c) that he would be submitting his AFE to Santa Fe.

See Exhibit F.

(8) On January 12, 1996, without responding to Landreth’s
December 26, 1995 letter and without further communication to Landreth,
Santa Fe filed its compulsory pooling application with the Division seeking
not only to pool the Devonian rights but now also seeking to pool the
Morrow rights and requesting a hearing on February 8, 1996.

(9) At no time prior to filing its compulsory pooling application for
compulsory pooling did Santa Fe proposed to Landreth the formation of the
E/2 of Section 29 for the drilling of a Morrow gas well.
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R
L UARGON BIVIBION:
(10) On January 25, 1996, Landreth wrote to Santa Fe requesting,
among other things, for Santa Fe to dismiss its compulsory pooling
application because it was prematurely filed and enclosing his AFE in
accordance with his December 26, 1995 letter and proposing a joint
operating agreement for his well. See Exhibit G

Based upon the foregoing, Landreth requests that this case be
dismissed because:

(1) Santa Fe failed to make a proposal for the Morrow
formation and failed to inform Landreth of its intention to
pool the Morrow interest in the E/2 of Section 29.

(2) Santa Fe, with 100% of the N/2 of Section 29, failed to
explain to Landreth why it cannot form a voluntary standard
Morrow gas spacing unit consisting of the N/2 of Section 29.

(3) Santa Fe failed to put Landreth on notice that Santa Fe
would institute compulsory pooling actions against Landreth’s
Morrow interests in the absence of Landreth acquiesces to
Santa Fe’s Devonian well proposal dated December 8, 1995.

(4) Santa Fe has failed to advise Landreth how it proposes to
allocate well costs between the Morrow (in which Landreth
has an interest) and the Devonian( in which Landreth has no
interest).

(5) Santa Fe has failed to explain to Landreth how Santa Fe’s
proposed location in the NE/4 is better than Landreth’s
proposed location in the SE/4.

(6) Contrary to the custom and practice before the Division
and in violation of Section 70-2-17 (c) NMSA (1978), Santa
Fe has prematurely instituted compulsory action against
Landreth without first undertaking a good faith and reasonable
effort to form a spacing unit on a voluntary basis for the
drilling of the subject well.

(7) Santa Fe has acted in bad faith in instituting this
compulsory pooling case.



Pre-Hearing Statement o= 20
Case No. 11416 /_
Page 6 LT e

R NS bl }
e A A

. .-;M

(8) Santa Fe seeks to use the compulsory pooling statute as a
negotiation strategy against Landreth rather than as a remedy
of last resort when all efforts for obtaining a voluntary
agreement have failed.

(9) Santa Fe’s application is premature and must be
dismissed.

WHEREFORE Robert E. Landreth requests that the Division
Hearing Examiner grant this motion and dismiss Oil Conservation Division
Case 11461.

PROPOSED EVIDENCE

OPPOSITION PARTY:

WITNESSES EST. TIME EXHIBITS
Robert E. Landreth 45 Min. est. 12

(Landreth anticipates calling further witnesses the identify of which have
not been determined at this time)

PROCEDURAL MATTERS
Motion to Dismiss Robert E. Landreth from this case for failure of
Santa Fe Energy Resources Inc. to comply with Section 90-2-17(c) NMSA
(1978);

KELLAHIN AND KELLAHIN

By:
W. Thomas K
P.O. Box 2265
Santa Fe, New Mexico 87504
(505) 982-4285

llahin
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OlL AND GAS EXPLORATION

SOS M. BIC SPR'NG. SU.VE 507 MIDLAND. TEXAS TOYO) (9°€i 80a-a7E1 FAXT 19151 €8¢-86783

October 4, 1995

NN

Mr. Duxe Roush r_ UATION DIV gf}"zim
Santa Fe Erergy S e -
S50 W. Texas, Ste 1330

Midland, TX 757C1

RE: NE/4 Section 29, T225, R34E
Lea County, New Mexico
October 1995 Federal Lease Sale

Dear Mr. Roush:

As you are aware, the captioned tract will be auctioned at the October 18, 1995 Federal
Lease Sale.

I cwned the prior lease on this tract, as well as leases on portions of Secticn 20 and all of
Section 28. In late 1993 T attempted to put together a working interest unit for the
drilling of @ Morrow test in Section 28. These efforts were unsuccessful due to lack of
cooperation from Santa Fe and Amcco, Subsequently, 1 sold the lease on the captioned
sract to Amerada Hess, who indicated that a well would be drilled in Section 29 in time to
hold the lease. This did not oceur, and the lease cxpired in April. Our lease covering all
of Section 28 had expired previously and was acquired by Santa Fe/Amerada.

My current leasehold position consists of a 3/4 interest from surface 1o the base of the
Morrow in the N'W/4 Section 20 and the SE/4 Section 29. This is a Federal lease which
we exteaded until July 1, 1997 by drilling operations conducted over the expiration of the
primary term on a Yates test it the NW/4 Section 20.

The attached plat indicates that Santa Te has several leases with early expiration dates in
this immediatc area. Consequently, we both have an incertive to see a well drilled at an
early date. In the interest of protecting my eacly expiring lease, I have a strong ncentive
in asquiring a rew iease on the NE/4 Section 29, and am prepared to bid very aggressively
10 obtain i*. In the alternative, 1 would be willing to acquire it jointly with Santa Fe or
withdraw from bidding altogether if a firm arrangement car. B¢ agreed upon ahead of time
on a time table for the drilling of a well. This would have to be an arrungement under

EXHIBIT

I 3
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which Santa Fe, its partners, and myself are firmly committed to either join or farm out on
speciic terms for 2 well proposed by either party.

While other parties may bid on this tract, it is obvious that it is most valuable to Santa Fe
and myself. Consequently, an agreement in advance of the Federal Sale might save one of
us a considerable sum in lease bonus money., '

If you have any interest in pursuing this matter, please advise.

Yours very tiuly, ) o

Robert E. Landreth

REL/sp
enc.
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OiL AND GAS EXPLORATION

5C8 N RIG SPRING, SUITE 507 MIDLAND TEXAS 79701 1915, 684-478) PARE 1DM% A A

November 10, 1965

S W ;rg pu
United States Department of Interior - ““L'“‘E f{ ﬁ 5
Bureau of Land Menagement = 1996 i " i
£.0. Box 1397 it
Roswell, New Mexico 88201 . ' - ma...__,___js ;

Attention: Mr. Armando Lopez

Re:  Application For Permit To Drill
Sunrise Federal Com Well No. 1
Federal Lease NM-61360
Lea County, New Mexico

Dear Mr. Lopez:

Enclosed please find our Application For Permit To Drill for the above captioned well,
togcther with supporting documents.

As evidenced by the attached Transfer Of Operating Rights, T own 75% of the righ:s from
surface to the base of the Morrow formation on the drlisite federal Icase. We are
enclosing this copy of the Transfer Of Operating Rights because the originals are being

filed today with the BLM in Santa Fe for approval. If there is any problem with this
procedure, please advise.

Sincerely,
Ro.bert E. Landreth
REL/sp

enc.

EXHIBIT
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Form 3160-3
(Novembcr 1983)
A{foxzenly 9-3310)

(Otber 1oty ©s 0D
I TS

JTED STATES
DEPARTMENT OF THE INTERIOR

BUREAU OF LAND MANAGEMENT

SUBMIT IN T™TOLICATE®

t
.

Form approved
Budget Burcau No. 1004=0136
Expires August 31, 1985

5. LZiSE DEXIONATION 4ND SEZLAL WO,

NM-67 360

APPLICATION FOR PERMIT TO DRILL, DEEPEN, OR PLUG BACK

G. IF INDLAN, ALLOTIES OB TRIDE Nans

lu. TYPR OY YOUAK 1

DRILL DEEPEN PLUG BACK [
b. TTIIL OF WELL
gl":'.x. X ?\"t’l.(. oTEER l :;?’a‘u DI X . :'ob;”: e

T. UNIT 4GREZMENT NaMD

5. FYARM CE LEASE NaME

S. NAMET 37 QTBHATOR
i

Robert E. Landreth ;

sSunr:se "Z29" Federal Com

9. wELL NoO.

3. 40DLESX OF QPERATOR

t
S00 N. Big Sgring, Su. 507, Midland, Texas 79701

1

10. FIELD AND POOL, ON WILDCAT

4. LOCATION OF WeLL (Heport location ciesrly ¢8d lu accordacce will way §tato requiTCnents. )
|

Wildecat (Morrow)

At nuriace
198C*' FSL & 1980' FEL of Section 29 . i1 exc, ,’d-.‘,‘;,“;,""“,"“'
At propored prod. jone i -
Sare : Sec. 29, T-228, R34E
14. DISTANCE IN MILE® AND PIRECTION FEON MK4LEET TOWNMN OR POST GIFICE® 12. COUNTY OB r'4RIBM, 13. €T4ATE
20 miles northwest of Jal, New Mexico lea Co. N.M.
19. DIBTANCY PROM PROPUSIO® l 16. NO. OP ACLES IN LEINE 17. NO. OF ACURE ABZIGNED
LOCATION TO NEARLAT ) TO THIS WELL
PROPERTY Ok LEABE LINE ;
{Also to Dearest drig. yois lluc it anr) 1980 ! 360 640
.3. DIZTANCL FROM TUOTOSED LOCATION® | 19. PROPOZED DEPTR 20. BCTARY Ox CakiT TOOLS
TQ XCARLCRT WELL, DRILLINY, ‘COMPLETED, i
OR APPLIED FCR, ON THIS LEABE. F?, None i - 3,600 4 Rotary

21, suzvaniona (3how whether DF. RT, GR o))

25, APPROL. DATS WORK WILL WT4RT®

3427' Greund level March 1, 1996
= PROPOIED CASING AND CENENTING PROGRAM
81Z% OF KOLY I 8IZV OP CaAAING WEICHT PER 00T I RETTING REPTH QTANTITY CF CEMENT
17-1/2'" | 13 3/8" 54,54 ; 53C' Sufficient tc circulate
t2-17/4 | 3 578" 43.5# ! 5350° Sufficient to circ
B-1/2" i 77 29% 11800 . T2008x
6-1/8" | S"iiner 18# 13600" 375sx

The operator proposes to drill to a depth sufficient to test the Morrow formation
for gas. Specific programs are outlined in the following attachments:

DRILLING PROGRAM
SURFACE USE AND OPERATING PLAN

EXHIBIT A - ROAD MAF

EXHIBIT B - EXISTING WELL MAP

EXHIBIT B-1 ACCESS RQAD AND FACILITIES MAP
EXHIBIT C - LOCATICN AND ACREARGE DEDICATION PLAT
EXHIBIT £-1 TOPO MAP

EXHIBIT D - DRILLING AND RIG LAYCUT

EXHIBIT E - 3M, SM, 10M BOP BQUIPMENT

1

IN 2NIOVE RPACE UCALRIBE PROTONED PROCEANM |
zane.

e

I proposal is to deepen or plug back, give dnta ob prescnt productive sore abd proposed new productize
Ir proposal (s to dril) ar deefen directlanally, give pertinent datec oo lubu.r{'.\ct jocations wnd m<esured and truc vertical depths. Glve blawoat

preventer nrdpram, i€ any.
LP'S "
! A/ -_77" .
w! A 5 1/10/95
I AV oD g ___OPerations Manager pare _11/1C/
{Thin sfuce for Federai or State oSice uae)
PERIIT KO. APPROVAL DATE
APPROVED BY TITLE DLTE

CONDITIONS OF ATTOOVAL, [P ANT !

*See Instructions On Reverse Side

Tit'e 18 U.S. 2. Seciion 1001, makes {t A =rime {or sny person knowingly and W.II{ully 10 make (6 any duparimcnl or ageacy of the
United Siates any faise, (iclitious or [rauduient ststemcnts or reprezegnistipnz as to any matter within ilx jurisdiction.
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% ; Santa Fe Energy Resouzces, Inc.

VIA FACSIMILE

TIF MAIL - RETU RE

December 8, 1995

Fax #684-4783 Fax #713-6059-5652

Robert Landreth Amerada Hess Corporation
505 N. Big Spring, Suite 507 Room 2322
Midland, Texas 79701 P.0O. Box 2040

Houston, Texas 77252-2040
ATTN: Peter Bacon

Re:  Shamrock “29” Fed Com #1
SFERI Cont. #NM-4883-001
Location: 1320’ FNL & 1320' FEL
Sec, 29, T-22-S, R-34-E
Lea County, New Mexico
Gaucho Prospect

Gentlemen:

Santa Fe Energy Resources, Inc. (Santa Fe) proposes to drill the above captioned well as a 15,000’
Devonian test. The spactng unit for this well wiil be all of Section 29. I have also enclosed for
your review aed approval an AFE in the amount of $1,633,000 for Dry Hoie Costs and
81,945,000 for Completed Costs. At such time as you should elect to participate in the referenced
well, a mutyally acceprable Joint Operating Agreemen: wil! be entered into by all participating
partics. T ‘

If you do not wish to participate in the proposed operations, Santa Fe requests a Farmout of your
leasehold interest of the subject Jands under the following terms:

1. Within 120 days of the execution of a formal Farmout Agreement, Santa Fe will
commence operations at a location of its choice in Section 29, T-22-S, R-34-E.

2. If completed as a producing well, Santa Fe will earn an Assignment of 100% of your
interest in the subject lands limited from the surface down to 100’ below TD drilled.
Said Assignment will reserve unto you an overriding royalty equal to the difference
between 20% and existing leasehold burdens.

3. Upon paycut of the well, you will have the option to convert your ORRI to 2 25%
Working Interest proportionately reduced to your initial leasehold interest.

Canmanldvision

8al) W, Tukie, Suirs 135U
Muflund, Texas TR0)
I1YV6hT AaNI

EXHIBIT

I D



Robert Landreth
Amerada Hess Corporation
December 8, 1995

Page 2

4. This offer is made subject to management approval.

As stated above, if you wish to participate, please so indicate in the space provided below in this
letter and execute an AFE and return both to the undersigned at the letterhead address.
Alternatively, should you wish to farmout your interest, piease indicate that choice by marking the
appropriate space and returning a copy of this letter.

Should you have any questions, please call me at (315) 686-6712.
Yours very truly,

SANTA FE ENERGY RESOURCES, INC.

Dakk & okl _

Danita R. Walker, CPL
Landman - | 1008

DRW/efw
1 Bncl a/s

I/'We AGREE TQO JOIN in the drilling of the Shamrock “29” Fed Com #1.Well.

I/'We WISH TO FARMOUT my/our interest in the Shamrock “29" Fed Com #1
Well,

AMERADA HESS CORPORATION

By:

Robert Landreth
Title:

Date: Date:

EWORG686



s SANTA Fo ENERGY OPERATING Pa. TNERS,L.P.

NAME: Shamrock *29° Ped. Com. No.l

OUERERALIZED WELL CORY ERTINATE

LOC. 1320' FNL & 1320° FEL, Sec, 29-225-14E, Len Caunty, N.M.
DESC: Drill and Complete 2 15,000° Moctow/Devoaisa Gas Well
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RMERRDA HESS CORPORATILN

Pater E. Bacon, CPL 500 DALLAS STREET
Land Manager - North HOUSTON, TEXAS 77002
B. 0. BOX 2040

HOUSTON, TEXAR 772822040
Prone T13-600-5477
Fax 7130055852

VIA CERTIFIED MAIL
Decembor 11, 1995

Santa Fe Energy Resources, (nc.
Attn: Ms. Danita R. Walker

§50 W. Texas, Suite 1330
Midland, Texas 79701

Re: Shamrock “29" Fed Com #1
Section 29-T22S-R34E
Lea County, New Mexico

Dear Ms. Walker:

Reference is made to your letter dated December 8, 1985 regarding the captioned matter.
Said letter states that the offer contained therein is subject to Santa Fe's management'’s approval.
Until such condition is removed, Amerada Hess Corporation {AHC) does not believe it good

business practice to formally commit its acreage to either proposal. Once Santa Fe has received
its management's approval, please resubmit your propasal for our consideration.

Very truly yours,
AMERADA HESS CORPORATION

Lo & o

Peter E. Bacon T inA,
Land Manager - North '

cc: Mr. Robert Landreth

PEB.eie:96-179
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CIL AND GAS EXPLORATION

SO3 N BIC JPRINC. SUITEC 507 MIOLAND. TZaAS 79%01 1915} 484-4789 FAXD (915) 40a-4783

Decemtber 26, 1995

CERTIFIED-RETURN RECEIPT REQUESTED

Santa Fe Energy Resources, Inc.
550 W. Texas, Ste 1330
Midland, TX 79701

Attention: Ms. Danita R. Walker
Re:  Your Proposec Shamrock “29” Fed Com #1
Location: 152C0° FNL & 1320’ FEL
Sec. 29, T-22-S, R-34-E

Lea County, New Mexjco
Gaucho Prospect

Gentlemen:
Receipt of your letter dated December 8, 1995, capticned sulject, is acknowiedged.

As you are aware, my leasehoid rights in the SE/4 Section 29 are from the base of the
Morrow formation. Consequently, I weuld not have any participatory interest in a well
drlled beiow that interval.

Also, as you are probably aware, we have filed an APD Jor the driiling of our Sunsise 29
Fed. Com Weil No.1 as a Morrow test in the SE/4 of Sectior. 29 on an amended 32C acre
spacing unit comprising the E/2 Section 29 [t is our opinion that this application will
have prionty over any other weil as to rights down to the basc of the Morrow.

We will be forwarding an AFE to vou for our well scmetime after approval of our APD.

Yours very truly,
Rcbert E. Landreth
REL/sp

EXHIBIT

F‘

TABBES.




01/25/98 11:27 FAX 915 884 1783 ROBERT LANDRETH @oo2

%ogs'zt E. Landreth

OlL AND GAS EXPLORATION

505 N 8I1C SPRING. SUITE 3507 MICLAND. TEXAS 79701 (918 8844781 FAXT (9151 §B4-47Q2

January 25, 1996

VIA FACSIMILE 915/686-6793
CERTIFIED MAIL-RETURN RECEIPT

Santa Fe Energy Resources, Inc.
550 West Texas, Ste. 1330
Midland, TX 79701

Attn: Ms. Danita R, Walker

Re:  Landreth Proposed Well
Sunrise 29 Federal Com No. 1
1980 feet FSL & 1980 feet FEL
E/2 of Section 29 T22S, R34E
Lea County, New Mexico

Re:  Santa Fe Energy Rescurces’ Proposed Devonian Well
North Bell Lake-Devonian Gas Pool
Shamrock “29 Fed Com #1
SFERI Cont. #N\M-4883-001
1320 feet FNL and 1320 feet FEL
All of Section 29, T22S, R34E
Lea County, New Mexico

Dear Ms Walker:

I am in receipt of Santa Fe Energy Resources application for compulsory pooling which was filed
on January 15, 1996 and is currently set for hearing on February 8, 1996.

As you are aware, on November 13, 1995, I filed with the Bureau of Land Management an
Application for Permit to drill my referenced well to be drilled to the base of the Morrow
formation and to then test for gas production below the top of the Wolfcamp to the base of the
Morrow formation commencing first with the Morrow formation. We may also test other zones
such as the Bone Springs, depending on the outcome of tests of the deeper objectives.

On December 8, 1995, Santa Fe Energy Resources proposed its referenced well to be drilled to
test for Devonian gas production, to which I responded by letter dated December 26,1995

EXHIBIT

|6




01/25/96 11:27 FAX 915 654 1783 ROBERT LANDRETH Qoos

advising that I had already filed an APD; that my well would have priority over your proposal;
and that I would forward to you an AFE for your consideration.

Instead of replying to my letter of December 26, 1995, Santa Fe Energy Resources has chosen to
initiate compulsory pooling without attempting to reach a voluntary agreement with me and in
doing so undermines the cooperation needed for all parties involved.

I ask that Santa Fe Energy Resources reconsider its actions and withdraw its pooling application
so that we may negotiate this matter. In the absence of Santa Fe Energy Resources’ cooperation,
T will have no altemnative but to consider your compulsory pooling application premature and to
direct my attoruey to file a motion seeking dismissal of that application and such other actions as
may be deemed appropriate.

In accordance with my December 26, 1995 letter, please find enclosed for your review and
approval my AFE in the amount of $1,137,500 for dry hole and §1,495,000 for a completed well
to be drilled to a total depth of 13,600 feet (the base of the Mcrrow formation) to test for any and
all gas production from the top of the Wolfcamp to the base of the Morrow formation within 8
320-acre gas spacing urnit consisting of the E/2 of said Section 29, and possibly shallower zones as
well. Also enclosed are pertinent portions of our APD for this well.

If you are in agreement to join in the drilling of my well, please sign and returm one copy of the
AFE. At that time, all parties who elect to participate in this well will be provided with a mutually
acceptable Joint Operating Agreement Form 1992 AAPL Form 610-1982.

As you are aware, the leasehold rights in the SE/4 of Section 29 are owned 75% Landreth and
25% by Amerada Hess Corporation from the surface to the base of the Morrow formation and are
subject to a May 26, 1995 Agreement between those parties which provides for an Operating
Agreement (AAPL Form 610-1982) designating Landreth as operator and containing certain
other specific provisions.

By copy of this letter, we are advising Amerada Hess of our position in this matter, forwarding an
AFE for the drilling of our proposed well along with the APD, and asking for their joinder.

Yours very truly,

AR AR S
Robert E. Landreth
REL/sp
CC: Michael E. Stogner,
Chief Hearing Examiner (NMOCD)
CC: W. Thomas Kellahin, attorney
CC: Amerada Hess Corporation
Artn: Mr. Peter Bacon
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FAX 818 684 4783

ROBERT LANDRETH 2004
Robert E. Landreth
Oil and Gas Exploration
Authority For Expenditure
Loass & Wall No,: _ Sunriee Fad Com #1 Estimatad Saud Dete: |
[Location: 1980’ FS & EL Secuon 29, T128-R34E. Lea Co, NM. _ |
Field: Wikicat Qapth & Formetion; 13,600° Marrow
REL Wi: 37.5% REL Estimsted Cost: $560,300
Other Wi Owners (). Senta Fe Erergy 50%; Amarnda Hess 12.5% _
INTANGIBLE WELL COST
Estimated Cost —_
I ToCsg. Point Complsuon | Tous Wal
% ]
Dalling: Footage @ . i i ﬁ}_ $0
Deywork 62 days @ 95800/day RE $347.00 | $347,000
Rig Maving Cast: L #25.000 B 425,000
Completion: Rig X Waeil Service Unit 16 days & 82000 gor qay J : 1300001 530,000
Mud. Oii, Chemicals: ! 50,000 ' 490,000
Rrine and Watar: i 130,000 | I $30.000
Cament:  Alf Cemanting Servises P 3563.000 1 __$40.000 2103.000
To Plug: ! $12.000 | #12.0000 %0
Laosdon: Roed, Pac and Cieurup: i 335,000 ¢ ! 335,000
Surveys, ots.. ! 22000, __ s2000]
Damages:_Included undse Rosd, Pad, sts. ! i ]
Serwces: .ogging: I $23,00¢ 35,000 428,000
Testing iD3T's, ec.: ; $12,000 " ‘ 312.000
Coring snd Ansiysis: i 1 $a
Pertorwting; ! . $7.000 $7.000
" Avidizing ang Fracwring: i ! $25,000 $25.000
Other: | : £10.600 : $19,000
Bits and Rig Fuei: ! 67000 81900 $68.000
Roustabout and Misc. Labor: : 53,000 . $10,000 ¢ $13,000
Rental Equipment: : $18,05C | $10,000 328,000
|Gaciogiesl & Enginuaring Suosrvisions i $25.000 . $9.000 | $34,000
Mut Leggor: $25.000 ' ) 121,000 |
insuranca: e L $Q
Overtons: : $3.00C $3,000 | 12,000
o ey Com e o :' Mo, el s1aom
- i i $13.00Q 519,000
Contngencies { % of Ir gibl 579,000 330,000 ‘ $109.000
TOTAL INTANGIBLES . sass soe | “187.000 | 41,956,000
P ) TANGIBLE WELL COST
#8.ng: Cond, . 9 an :
o i?mn:cr:; :g.e‘ :g/oa ! rj::’ r:::p; -;!;ea :; $24.20/%, 312.300 | j i $12,300
o = : S&Mh. 103,000 : 10705
irtarmealsts Cosing: 11800' 7°_29# #-110_ @ $12.39m. ? $128,200 $148,200
Lice 2000° §* 188 $£.110 @ sg.as/m. ! :
37,800 217,800
Productior Casing: “ ;
Tubirg: 2000° 2 3/8* 4.7x P-'CS ® $3.50/0c [] 50
11.500" 27/8" 7.92 P.105 @ 44.83/% j
Welinaad: ; $59,700 [ $59,700
Packer ard Liner £ $3.cc0 | $11.000 ! 320,000 |
Tank Battery, Tanis: {‘ . $7,000 | 37,000
Treatar or Separator: Ircl. matar & rviec, ’ i 312,000 | $12,009
Vaives, Fniings, Aowline, Mise.: Incl, saiay finn $13,000 613,000
Othor: j 350,000 $%0,000
Conungencies ¢ % of Tangibles] ' | 0
TOTAL TANGIBLES —_— AL
$268 v7a50p |
TOTAL WELL COST : '5°°; 7860, s4s9.000
Prapared 8y:  ABL #1.137,500 | $387,500 | 31,495,000
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