BLAINE HESS
Oil Properties
Post Office Box 326
Roswell, New Mexico 88202-0326
(505) 623-5400; (505) 623-4916 - FAX

January 27, 1997 GEL LI

Mr. William J. LeMay, Director 3

State of New Mexico

Oil Conservation Division
2040 South Pacheco

Santa Fe, New Mexico 87505

Re:  Compulsory Pooling by Louis Dreyfus Natural Gas Corp. W - ‘(

Happy Valley "29" Well No. 34

SW/4SE/4 of Section 29, T-22-S, R-26-E, N.M.P.M.
Eddy County, New Mexico

NMOCD Case 11687; Order R-10741

Dear Mr. LeMay:

In reference to the captioned Order, find enclosed copies of letters which include a copy of the
captioned Order and AFE for the Happy Valley "29" Well No. 34 that have been mailed
(certified mail return receipt requested) to the following mineral interest owners who have not
agreed to pool their interets.

1. Mr. Casey MacManemin, Republic Royalty Company
2. Ms. Kathy Conaway, Andrews Royalty, Inc.

3. Ms. Linda Buckner
Dodge Jones Foundation
Matt-Tex, L.L.P.
John A. Mathews, Jr.
Julia Jones Matthew, Trustee

Should you have any questions or need any other information at this time, please contact me.
Thank you.

Sincerely,
Blaine Hess

cc: W, Thomas Kellahin, Esq.
Rusty Waters, Louis Dreyfus Natural Gas Corp.



BLAINE HESS
Oil Properties
Post Office Box 326
Roswell, New Mexico 88202-0326
(505) 623-5400; (505) 623-4916 - FAX

NOTIFICATION OF COMPULSORY POOLING ELECTION
CERTIFIED MAIL RETURN RECEIPT REQUESTED

January 23, 1997

Mr. Casey McManemin

Republic Royalty Company

3738 Oak Lawn Avenue, Suite 300
Dallas, TX 75219

Re: Compulsory Pooling by Louis Dreyfus Natural Gas Corp.
Happy Valley "29" Well No. 34
SW/4SE/4 of Section 29, T-22-S, R-26-E, N.M.P.M.
Eddy County, New Mexico
NMOCD Case 11687; Order R-10741

Dear Interest Owner:

On behalf of Louis Dreyfus Natural Gas Corp. and in accordance with the terms of the New Mexico Oil
Conservation Division Order R-10741, issued January 17, 1997, copy enclosed, I am providing you with
notice of your right to elect to participate in the well to be completed in the Happy Valley-Delaware Pool
pursuant to this order.

Should you desire to participate in this well and avoid the payment of the 200% risk factor out of your share
of production, then within thirty days of the date you receive this letter, Louis Dreyfus Natural Gas Corp.
must receive a cashier’s check from you for your proportionate share of the costs of a completed well and
a letter signed by you agreeing to execute our joint operating agreement. Enclosed is a copy of the
estimated well costs for this well which totals $347,432.00.

If you decide not to participate, then you need do nothing further. In that event, Louis Dreyfus Natural Gas
Corp. will pay your share of the costs of the well and will recover your share out of production plus an
additional 200 percent.

I have not attempted to calculate for you the actual sum of money you must send to us in order to
participate. However, you may make that calculation for yourself by taking the net acres you own in the
SW/4SE/4 of this section dividing by 40 acres then using the resulting percentage and multiplying it times
$347,432. The product of that calculation will be your dollar share of the costs of the well.

incerely, y

/-
ot
Blaine Hess
Enclosures: Order R-10741
AFE for subject well
cc: Director, NMOCD - Santa Fe



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

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING:

CASE NO. 11687
ORDER NO. R-10741

APPLICATION OF LOUIS DREYFUS NATURAL GAS CORP. FOR
COMPULSORY POOLING. EDDY COUNTY, NEW MEXICO.

ORDE = N
BY THE DIVISION:

This cause came on for hearing at 8:15 a.m. on January 9. 1597 at Sana Fe, New
Mexico, before Examiner Michael E. Stogner.

NOW, on this _17th  day of January, 1997, the Division Director, having
considered the testimony. the record and the reccmmendations of the Examiner, and being
fully advised in the premises,

FINDS THAT:

(@) Due pubtic noticz having been given as required by law, the Division has
jurisdiction of this cause and the subject macter therzof.

2) The applicant, Louis Dreyfus Nawural Gas Corp., seeks an order pocling
all mineral interests from the surface to the base of the Happy Valley-Delaware Pool
underlying the SW/4 SE/4 (Unit O) of Section 29, Townsup 22 South, Range 26 East,
NMPM. Fddy County, New Mexice, to form a standard 40-acre oil spacing and proration
unic for any and all formations and/cr pocls developed on 40-acre spacing within said
vertical,

{3)  Said unit is to be dedicazed to the propesed Happy Valley "29" Well No.
54 (API No. 30-015-29232) 10 be drilled ac a standard oil well location 660 feet from the
South line and 1680 feet from the East line of said Secton 29.

3) The appiicant owns an interest in the subject quarter-quarter section and as
such has the right to drill for aod develop the proposed 40-acre proraticn unit and to
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recover oil underlying the same.

{(5) There arc owners of mineral intersst in the progosed proration umit who
have not agreed 0 pool their mieresis.

(&) No interested cr affectec party to this matter appearsd ai the hearing o
opposition ‘o this application.

7N To avoid the drilling of urnecessary wells, 10 protect correlative rights, o
prevent wasig, acd to arford to the owner of 2ach interest in said unit the 2ppormiairy @
[ecover or raceive without unnacsassary exzense his just and fair share of the oil in anv
pool complenon resuliing from this order, the subject application should be approvad b‘y
pooling 2il mineral interests. whatzver they may be, within said uait.

(8) The applicant should be designated tze operator of the subject well and unte,

() Any non-consenting working ioterest owmer should be atforded the
opportunity to pay his share of the estimated well ¢osts to the cperaror in lieu of paying
his shars of reasonable well costs out of production.

(10)  Any non-consentng wcrking interast owner who does not pay his share of
estimated well costs should have withield from production his share of the reasonable well
costs plus an addizonal 200 percent thereof as a reasonable charge for the risk mvoived
in the drilling of e well.

(11)  Any noa-comsenting interest ewner should be atforced the oppormnity (o
abject o the acrual well costs but actual well costs should be adopted as the reasonable
well costs in the absence of such objection.

(12) Following determination of reasocable well cosis, any non-<Consentiny
waorking interest owner who fas paid his share of estimated well costs should pay o the
operator any amcunt that reascnable well ccsts axceed estimated well costs and sheuld
receive from the operator any amount hac paid estimated well costs exceed reasonabie well

COSIS.

(13)  $4.000.00 per month should be fixed as a reascnable charge for supervision
(combined fixed rates) while drilling and $400.00 per month should be fixed as a
reasonable charge for supervision while producing, provided that this rate shculd be
adjusted annually based upon the perceniage increase or decrease in che average weekly
earnings of cruce petrcleum ard gas sroduction workers: the sperater should be
authorized to withhold from preduction the proportionate shage of such supervision
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charges attribueable to each non-consentiag working interest, and in addition therero, the
operator should te authorized o withhold from preduction the proportionate share of
actual expendirures required for operating the subject well, not in =xcess of what ars
reasonable. attritutable o 2ach non-consenting working interest.

(14)  All procesds from preduction from the subject well ‘which are not disbursed
for any reascn shouid e placed in escrow to se paid 1o the gue owner thersof upon
demand and proof of ownersaip.

1157 Upcn she failure of the cperator of said pooled 2nit 1o commence drilling
of the subjec: weil to which said uair is dedicated on or tefore Apnil 15, 1897, the order
pooling said unit should become nuil and vo:d and of oo zffect whatsoever.

{16 Should all the parties to this fCrce-cooling rezch volunmry agresment
subsequent to 2nury of this order, this order should thereafter be of no further efface.

(17Y  The operator of the well and uait should roufy the Director of the Division
in writing of the subsequent voluntary agreement =t ail parties subject 0 the force-pocling
_provisions of this order.

I E T

(1) All mineral interests. whataver they may be, {rom the surface 10 the base
of the Happy Vallev-Delaware Pool underlying the SW/4 SE/4 (Umt O) of Secton 29,
. Township 22 Scuth. Racge 26 East, NMPM, Eddy Ceunty. New Mexice, are hereby
pooled to form a standard 40-acre il spacing acd preration unit for any and all formations
and/or pools deveicped on 40-acre spacing witun said vertical sxtenr. Said unit is o be
dedicated to the proposed Happy Vailey "23" Well No. 34 (APL Na. 30-015-29232) 1o be
drilled at a stacdarg oil 'well iocation 660 feet {rom the South line and 1680 feet frem the
East line of said Section 29.

PROVIDEDR HOWEVER THAT, the cperator of said unit shall commence the
drilfling of said well cn or before the tifteecth day of April. 1997, and shall thereafter
contnue the drilling of said well with due diligence to a depth sufficient o test the
Delaware formation.

PROVIDED FURTHER THAT, ia the event said cperatcr does not commerce the
drilling of said well on or before the fifreenth day of April, 1997, Decreteory Paragraph
No. (1) of this order shall be nuil and void and of ao sffect whatscever, unless said
operator cbtains a time extension rom the Division for good cause shown.
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PROVIDED FURTHER THAT. shculd said well not be driiled o completion. or

abandonment, within 120 days after commencement Ziereof, said operator shall appear
before the Division Director and shew ¢ause why Dacgetory Paragraph No. 1) of this
order should not he rescinded.

) Louis Drevius Natural Gas Corp. 15 kerery designated the cperater of the
subject well ang $0-acre unit.

(3) Afrer the cffective date of this orvder and witun %0 days prier
commencing said well, :he operator shall furnish ne Division and 2ach kacwn working
interest owner in the subject unit an itemijzed schecuie oI estimated well costs.

(4 Within 30 days from the date the schedule of ectimated well costs is
furnished to him. any non-conseniing working interest owoer shall have the right o pay
his share of estimated well costs (o the operator in lieu of paying his share of reasonable
well costs out of production, and any such owner who pays his share of estimated well
costs as provided above shall remain lizble for cperating costs but shall not be liable for

risk charges.

(5 The operator shail furnish the Divisicn and 2ach known working interest
owner an itemizad schedule of actual well cosis within 50 days following completion of
the well; if no objecticn o the acrual well costs is received by the Division and the
Division has not objected within 45 days following receipt cf said schedule. the acual well
costs shall be the reasonable well cosws; provided however, i there (s am objection w©
acmal well costs within said 43-day period the Division will determine reasonable weil
costs after public notice ard hearing.

(8) Within 60 days following determinaticn of reasenabie well cosis. any non-
consenting working interest owrer whe has paid his share of estnated 2osts in advance
as provided above shall pay to the operator his pro raca share of th= amount that reasonable
well costs exczed estimated well costs and shall recsive from e operator hus pro raa
share of the amount that estimated we!l costs exceed reasonabie well costs.

M The operator is hereby authorized to withiold tie ‘ollowing costs and
charges from production:

(a)  The pro tam share of reasonable well costs acributable to 2ach non-
consenting working interest owner wkto fzs not paid bis share of
estimated weil costs within 30 days {fem e dare the schedule of
estimated well costs is furnisked o him; aad
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(o As a cnarge r e nisk involved in the drilling of the well, 200
gercent of the pro cad share of reasonable weil costs atributahle to
2ach non~corsennsg working interest owner who has aot paid his
share of cstnated wvell Costs within 30 davs from the date the
schedule of 2sunated well cosis is furnished o him,

gS) The Sperater shall disribuee ‘said costs and charges withheld from
production to the parties whe advanced the weil costs.

) $4.000.00 per mont witle drilling and 3400 .00 per month while producing
are hereby fixed as reascnabie charges for supervision (combined fixed raes); “he Cperato;
is hereby authorized to withhold from preduction the proporticnata siare of such
supervision charges atributable 10 each non~consecting working interest. and in addition
thereto, the operator is hereby autiorized to withheld from production the proportionate
share of acnual expernditures required or cperating such well. aor in 2xcess of whac are
reasonable, atributable (0 each non-conserting workingz interest.

{10)  Any unleased minera ‘nierest shall be considered 2 sevan-eighths (7/8)
working interest and a one-2ighth (1,8) royaity interest for the curpose of allocating zosts
and charges under the terms of this order.

(11)  Any well costs or charges which zre to be paid out of production shail be
withheld only {rom the working interest's share of production, and no <oss or charges
shail be withheld from production armbutzbie 0 royalty interests.

(12)  All proceeds from troducton Tom the subject well which arz not disbursed
for any reason shall be placed in escrow ic Eddy Cournty, New Mexico, 0 be paid 1o the
true owner thereof upon demasd azd preof of ownership; the operator shall nctify the
Division of the name and address of sa:d escrow agent within 20 days from the date of
first deposit with said escrow ageat.

(13)  Sheculd all the paries o tois force-pooling reach voluntary agreement
subsequent to entry of this order. this order shall thereafier be of no further erfect.

(14)  The operator of the subject weil aad 40-acre unit shall notify the Director.
of the Division in writing of the subsequent velurtary agreement of all parties subject to
the force-pocling provisions of tus order.

(15) Jurisdiction of this cause is rewirced for the eotry of such further orders as
the Division may deem necessary.
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- DONE at Santa Fe, New Mexico, on the day and year hereinabove designated.

STATE OF NEW MEXICO

WILLIAM J. LIEMAY
Director

SEAL



LOUIS DREYFUS NATURAL GAS CORP

ESTIMATED WELL COST (100%)

LEASE: Happy Valley 29
LOCATION: SW-SE SEC 29-T22S-R26E
FIELD: Happy Valley (Delaware)

4500
PURPOSE: To drill and equip an 3e®' Delaware Test

COUNTY: EDDY

WELL NO: 34

Depth Revised 9/16/96

AFE NO: 1187
PROP. NO:

STATE: NEW MEXICO DISTRICT: WEST TEXAS

[CODE  INTANGIBLE DRILLING COST ESTIMATED COSTS
Dry Hole Completion Total
151-102 |Locaticn & Roads, Including Damages $10,000 $10.000
151-110 |Moving Rig $0
151-111 |Drilling: 4500 ft. @ $13.65 361,500 $61,500
151-112 [Day Work: 1 days @ $5,232.00 $5,232 $5,232
151-113 |Conductor, Rat & Mouse Holes $3,200 $3,200
151-114 |Drilling Bits $500 $500
161-115 |Drilling Water& Fuel, including Lines $6,000 $3.000 $9,000
151-118 1Drilling Mud, Additives, Mud Oil, Etc. $6,000 $6,000
151-132 !Drilling and Completion Insurance $350 $350
151-133 |Environmental Protection $0
151-180 {Safety $0
151-126 |Open Hole Logging $13,000 $13,000
151-152 [Mud Logging 7 days @ $400.00 $2,800 $2,800
151-153 |Open Hole Testing/Coring Rotary SWC's $5,000 $5,000
151-121 [Hauling and Trucking $1,000 $1,000 $2,000
151-122 |Welding $1,000 $1,000 $2,000
151-123 [Rental Equipment & Fishing Tools $3,000 $5,000 $8,000
151-124 |[Special Services & Misc. llems $2,000 $5,000 $7,000
151-160 [Comp. Rig: 8 days @ $2,000 $12,000 $12,000
151-164 [Cased Hole Logging, Perforating, & Wireline $5,000 $5,000
151-165 |[Acidizing, Fracturing, Chemicals $30,000 $30,000
151-166 |CO2/Nitrogen 30
151-168 |Non-Retrievable Equipment $0
151-125 |Roustabout Labor & Services $2,000 $2.000
151-127 |Casing Crews & Service $0
151-161 |Frac Pit, Liner, Water, & Disposal $5.000 $5,000
151-128 [Surface Casing Cementing $4.000 $4,000
151-129 |Intermediate Casing Cementing $7,000 $7.000
151-130 |Production Casing Cementing $13,000 $13,000
151-131 |Liner Cementing $0
1561-172 |Cementing Hardware $750 $500 $1,250
151-173 |Other Cementing Related Services $0
151-150 |Administrative Overhead $2,100 $1,500 $3,600
151-151 |Supervision, Including Consulting $4,500 $2,500 $7,000
151-103 |Legal & Land Services $5,000 $1,000 $6,000
TOTAL INTANGIBLE WELL COST $143,932 $87,500 $231,432
TANGIBLE WELL COST
Casing Amt. Size Cost/Ft
152-235 [Surface 350 f. 13-3/8" $18.00 $6,500 $6,500
152-236 |Intermediate 1,650 ft. 8 5/8" $8.00 $13,500 $13,500
152-237 iProduction 3,400 ft. 51/2" $5.45 $18,600 $18,600
152-238 |Liner ft. 31/2" 30 $0
152-240 |Tubing 3,350 ft. 2-7/8" $3.10 $10,400 $10.400
| 152-260 |Welthead Equipment $3,000 $3,000 $6.000
| 152-250 |Retrievable Equipment $2,000 $2,000
152-211 |Flowlines & Connections $10,000 $10,000
152-215 iStorage Tanks & Separation Equipment $8,000 $8,000
152-220 {Pumping Unit $23,000 $23,000
| 152-225 [Pump Engine $9,000 $9.000
152-245 |Sucker Rods, Bottomn Hole Pump, & Other $9,000 $9,000
TOTAL TANGIBLE WELL COSTS $23,000 $93,000 $116,000 |
r TOTAL WELL COST ] $166,932 $180,500 $347,432 ]
The Above Costs Are Esfimates Only, Agiual Costs Will Be Billed As Incurred.
Prepared By: Kent Sams Date: 08/16/96
NGC APPK)VAL NON-OPERATOR APPROVAL
Approved By: Al E, N Approved By:

R. K. Irani, Sr. Vice-President

Date: GZ /;07%4

Title:
Date:




