James BRrRuUcCE
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) 982-2151 (FAX)

jamesbruc®aol.com

December 17, 2002

Hand Delivered

Florene Davidson

0il Conservation Division
1220 South St. Francis Drive
Santa Fe, New Mexico 87505

Dear Florene:

Enclosed are an original and one

(o2 G

copy of an application for

compulsory pooling, together with a proposed advertisement, filed

on behalf of Mewbourne 0il Company.
January 9, 2003 Examiner hearing.

Please get this matter for the
Thank vyou.

The application and advertisement are also on the enclosed disk.

Very, truly yours,

- iy Sl
James Bruce

ﬁ-\ttorney for Mewbourne 0il Company

\



PARTIES BEING POOLED

Boys and Girls Club of America
1230 West Peachtree Street N.W.
Atlanta, Georgia 30309

Attention: Anand Mehta

Elks National Foundation
2750 North Lakeview Avenue
Chicago, Illincis 60614

Attention: James Q'Kelly

University of New Mexico
Scholes Hall, Room 252
Albuguerque, New Mexico 87131

Attention: Kim Murphy

Timothy T. Leonard
P.O. Box 2625
Eagle Pass, Texas 78853

Robert J. Leonard and Marion
M. Leonard, Trustees of
the Lecnard Trust

P.O. Box 400

Roswell, New Mexico 88202

Molly M. Azopardi
P.O. Box 620
Wimberly, Texas 78676

Juan G. Ruilz

c/o Mike A. Padilla
1225 North Thorne Avenue
Fresno, California 93728

Bill C. Ruiz
P.O. Box 161
Sultana, California 93666



BEFORE THE NEW MEXICO OIL CONSERVATION DIVISION -

APPLICATION OF MEWBOURNE OIL

COMPANY FOR COMPULSORY POOLING

AND AN UNORTHODOX OIL WELL LOCATION,

EDDY COUNTY, NEW MEXICO. No. [RI¥7

APPLICATTION

Pursuant to Division Rule 1207.A (1) (b), Mewbourne 0Oil Company
applies for an order pooling all mineral interests from the surface
to the base of the Atoka formation underlying the 8% of Section 35,
Township 23 South, Range 28 East, N.M.P.M., Eddy County, New
Mexico, and approving an unorthodox oil well location, and in
support thereof, states:

1. Applicant is a working interest owner in the S% of
Section 35, and has the right to drill a well thereon.

2. Applicant proposes to drill its Layla "35" Fee Com. Well
No. 1, at an unorthodox o¢il well location/orthodox gas well
location 1650 feet from the south line and 1241 feet from the east
line of the section (Unit I), to a depth sufficient to test the
Atoka formaticn (approximately 12,150 feet subsurface), and seeks
to dedicate the following acreage to the well:

{a) The NEY%SEY% of Section 35 to form a standard 40 acre oil

spacing and proration unit for any formations and/or pools

developed on 40 acre spacing within that wvertical extent,
including the Undesignated Malaga-Bone Spring Pool;

(b) The N¥SEY of Section 35 to form a standard 80 acre oil

spacing and proration unit for any formations and/or pools

developed on 80 acre spacing within that vertical extent,

including the Undesignated South Culebra Bluff-Bone Spring



Pool;

(c} The SEY of Section 35 to form a standard 160 acre gas

spacing and proration unit for any formations and/or pools

developed on 160 acre spacing within that vertical extent; and

(d) The 8% of Section 35 to form a standard 320 acre gas

spacing and proration unit for any formations and/or pools

developed on 320 acre spacing within that wvertical extent,
including the Undesignated Scuth Culebra Bluff-Wolfcamp Gas

Pool, Undesignated South Culebra Bluff-Strawn Gas Pool, and

South Culebra Bluff-Atoka Gas Pocl.

3. Applicant has in good faith sought to obtain the
voluntary joinder of all other mineral interest owners in the S¥% of
Section 35 for the purposes set forth herein.

4. Although applicant attempted to obtain voluntary
agreements from all mineral interest owners to participate in the
drilling of the well or to otherwise commit their interests to the
well, certain interest owners have failed or refused to join in
dedicating their interests. Therefore, applicant seeks an order
pooling all mineral leasehold interest owners in the S¥% of Section
35, pursuant to NMSA 1978 §70-2-17.

5. Pursuant to Division Rule 1207.A({(b), the following
information is submitted in support of this application:

(a) No opposition is expected because the owners have been

contacted regarding the propcosed well, but have simply not

responded.



(b) A map outlining the spacing unit being pooled, and
marking the location of the subject well, is attached hereto
as Exhibit A. Applicant seeks to dedicate to the well the
acreage and formations described in paragraph (2) above.
Certailn formations are cil-bearing, and certain formations are
gas bearing.

(c) The parties being pooled, and their last known addresses,
are as follows:

Boys and Girls Club of America

1230 West Peachtree Street N.W.

Atlanta, Georgia 30309

Attention: Anand Mehta (0.03906%)

University of New Mexico

Scholeg Hall, Room 252

Albuguerque, New Mexico 87131

Attention: Kim Murphy (0.03906%)

Timothy T. Leonard
P.O. Box 2625
Eagle Pass, Texas 78853 (0.06510%)

Robert J. Leonard and Mariocn
M. Leonard, Trustees of
the Leonard Trust
P.O. Box 400
Roswell, New Mexico 88202 (0.06510%)

Molly M. Azopardi
P.O. Box 620
Wimberly, Texas 78676 (0.06510%)

Juan G. Ruiz
c¢/o Mike A. Padilla

1225 North Thorne Avenue

Fresno, California 93728 (0.13020%)
Bill C. Ruiz

P.O. Box 161

Sultana, California 93666 (0.13020%)

The parties own the undivided interests in the S¥ of Section

35 get forth after their names.
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The above names were determined by a diligent search of
all public records in Eddy County, including phone records and
computer vrecords. Copies of the correspondence with the
parties being pooled is attached hereto as Exhibit B.

(d) A structure and isopach map of tne prospect are attached
as Exhibits C and D. The main objective is the Atoka sand.
Based upon well control, the primary zone is probably present
at the proposed location, but there ig a significant risk of
pressure depletion. Thus, applicant requests that a risk
penalty of cost plus 200% be assessed against any interest
owner who does not voluntarily jeoin in the well.

(e) A copy of the Authorization for Expenditure for the well
is attached hereto as Exhibkit E. The well costs are fair and
reasonable, and are comparable to those of other wells of this
depth drilled in this area of Eddy County.

(£) Overhead charges of $6000/month for a drilling well, and
$600/month for a producing well, are requested. These rates
are fair and reasonable, and are in line with rates charged by

applicant and other operators in thig area for wells of this

depth.
6. The well location is based on the best location for a
well in the Atocka formation, the primary zone of interest. This

location places the well at an unorthodox o0il well location, and

applicant requests approval of such location.

7. The pooling of all interests underlying the S% of Section

35, and approval of the unorthodox location, will prevent waste and

-4 -



protect correlative rights.

WHEREFORE, Applicant requests that, after notice and hearing,
the Division enter its order:

A. Pooling all mineral interests in the S% of Section 35

from the surface to the base of the Atoka formation;

B. Approving the unorthodox oil well location;
C. Designating applicant as operator of the well;
D. Considering the cost of drilling and completing the well,

and allocating the cost thereof among the well's working

interest owners;

E. Approving actual operating charges and costs charged for

supervision, together with a provision adjusting the rates

pursuant to the COPAS accounting procedure; and

F. Setting a penalty for the risk involved in drilling and

completing the well in the event a working interest owner

elects not to participate in the well.

APPLICANT REQUESTS THAT IN THE ABSENCE OF OBJECTION THIS
MATTER BE TAKEN UNDER ADVISEMENT.

Respectfully submitted,

™,
3
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James Bruce

Post Cffice Box 1056

Santa Fe, New Mexico 87504
(505) 982-2043

Attorney for Mewbourne 0il Company
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YERIFICATION

STATE CF TEXAS i

.

o
in

J

COUNTY CF MIDLAND ;

Larry Cunringham, keing adly swern uipon hie cath, deposes and
gtates that: He s a landman far Mewpcurne 011 Company, and is
suthorized o make this verificat.cn on its behalf; he has read the
foregeing applicaticon and knows the concents therecof; and the same
18 true and correct to the best of his krowledge, information, and
beliegf.

Subgcriped and sworn to tefsre me tnie /é; day «f Decatdber,
2002 by Larry Cunninghar.

Notary Rublic
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MEeEwWBOURNE O COMPANY

500 W. TEXAS, SUITE 1020
MIDLAND. TEXAS 79701

{315 682-371%
FAX (51%) 6854179

August 12. 2007
[Certifiad Mail No. 8491}

Boys & Girls Club of America
1230 West Peachitree St., N.W.
Atlanta, GA 30309-3447
Attn:  Anand Mehta

Chuef Financtal Gfficer

Re:  Layvla 2% Com. #] Well
S/2 of Section 35-235-28E
Eddy County, New Mexico

Dear Mineral Interest Owners:

Mewboume Qil Company (hMewboimne) hereby proposes the drilling of a weli to 2 depth
sufficient to adequately test the Aioka formation, anticipated total depth being 12,150
Furthermore, Mewboumne shall evaluate to its sautsfaction, all other formations encountered at lesser
depths in the drilling of said well. The §/2 of the captiored Section 35 will be dedicated as the
proration unit for the well. Your mineral interest is estimated to be 0.125 net acres.  Your interest
in the proposed we!l would be 0.03506%.

This well will be located approximateiy 1650 FSL & 1241' FEL of Section 35-238-28E,
Eddy Counrty, New Mexico. Our AFE is enclosed for youur review. Should you desire to participate
to the full extent of vour interest in the drilling, testing and completing of this proposed well, please
return an ¢xecuted copy of the AFE te the undersigned at your earliest convenience.

Upon receipt of your executed AFE or bty prior written request we will forward our Joint
Operating Agreement for your review and execution.

In the event you do not wish te participate, Mewbowme respectfully tequests you elect one
of the following options as 1o your interest.

1. Farmout all of your interest in the $/2 Section 35 for a period of one year to
Niewbourne under the foliowing general tenms.

{a) if any well drilled, deepened, completed or recompleted under the ferms of
our farmout agreement tesults in oil and/'or gas production on 2 proration unit
that includes your acréage, Mewbourne will earn an assignment of 100% of
your rights end interest, free of any liens or encumbrances, in the proration
unit assigned to each well 10 a depsh of 100 below the total depth drilled for
each well.

EXHIBIT
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Layla 35 Com. #1 Well November 26, 2002
Eddy County, New Mexice Page -2-
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Upon completion of the initial test weil as a producer or dry hole,
Mewbourne woulid have the recurring option, but not the obligation, to
commence additional weils on New Mexico Oil Conservation approve
proration units that include your acreage 1 establish oil and/or gas production
under the captioned lards or land pooled therewith. If any such option is
exercised by Mewbcurne, Mewbourze agrees to allow not more than 180
davs 10 elapse between the completion of one well and the commencement
of operations for any next well.

You will retam an overriding royalty interest equal to the difference, if any,
between 27% of al! oit and gas preduced and the total of all royalty interests,
sverriding royalty interests and cther similar lease burdens or lawful claims
upon production t¢ which yowr leases may be currently subject, so that
Mewboutne will be assigned a 75% net revenue interest in your lease(s).
Suck overriding royalty interest rerzined by you shail be subject to
proportionate reduction.

{rant a three year Oil and Gas Lease to Mewboumne covering all your interest in the

captioned land for $200.00 per net ecre und retaining a 3/16th royalty. All interests
wouid be subject t¢ proportionate reduction.

As we anticipate drilling the capiioned well by year end, your earliest response io this
proposal would be greatly appreciated.

Should you have any questions, please do not hesitate te call,

LCigb

Sincerely,
MEWBOURNE OIL COMPANY

Koy Cprn—r

Larry Cunningham
District Landman

il
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MewBOURNE O COMPANY

500 W. TEXAS, SUITE 1020
MIDLAND, TEXAS 79701

(51351 682-3715
FAX (915 685-4170

Angust 12, 2002
fCertified Mail No. 8569]

Elks National Foundation
2750 North Lakeview Ave.
Chicago, IL 60614-1839
Attn:  Mr. James O'Kelly

Re:  Layla 35 Com. #1 Well
§/2 of Section 35-238-28E
Eddy County, New Mexico

Dear Mineral Interess Owners:

Mewbourne Oil Company (Mewbourne) bereby proposes the drilling of a well to a depth
sufficient to adequately test the Atoka formation, anticipated total depth being 12,150
Furthermore, Mewbourne shall evaluate to its satisfaction, ali other formations encountered at lesser
depths in the drilling of said well. The S/2 of the captioned Section 35 will be dedicated as the
proration unit for the well. Your mineral interest is estimatec to be 1.25 net acres. Your interest in
the proposed well would be 0.39062%. ‘

This well will be lccated approximetely 165¢' FSL & 1241° FEL of Section 35-238-28E,
Eddy County, New Mexico. Our AFE is enclosed for your review. Should you desire to participate
to the full zxtent of your interest in the drilling, testing and completing of this proposed well, please
return an executed copy of the AFE to the undersigned at your earliest convenience.

Upon receipt of your executed AFE or by prior written request we will forward our Joint
Operating Agreement for your review and execution.

In the event you do not wish to participate, Mewbcurne respectfully requests you elect one
of the following options as t0 your interest.

1 Farmout all of vour interest in the S/2 Section 35 for a period of one year to
Mewbourne under tie following general terms:

{a) If any weli drilied, deepened, corapleted or recompleted under the terms of
our farmout agreement results in oil and/or gas production on a proration unit
that includes your acreage, Mewboume will earn an assignment of 100% of
your nights and interest, free of any liens or encumbrances, in the proration
unit assigned to each well 1 a depth of 100" beiow the total depth drilled for
aach well.
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MEWBOURNE O1L CoMPANY

500 W. TEXAS, SUITE 1020
MIDLAND, TEXAS 7970!

(515; 682.3715
FAX (915) 685.4170

August 12,2002

[Certified Maii No. 8552]

University of New Mexico
Scholes Hall, Room 252
Aibuquerque, NM 87131-3181
Attn:  Kim Mwrphy

Director of Real Estate

Re. lLayla35 Com. #1 Well
5/2 of Section 35-238-28E
Eddy County, New Mexico

Dear Mineral Interest Owners:

Mewbourne Otf Company (Mewbourne) hereby proposes the drilling of a well to a depth
sufficient to adequately test the Atoka formation, anticipated total depth being 12,150
Furthermore, Mewbourne shall evaluate to its satisfaction, ail other formations encountered at lesser
depths in the drilling of said weil. The S/2 of the captioned Section 35 will be dedicated as the
proration unit for the well. Your minersl interest is estimated to be 0.125 net acres. Your interest
in the propesed well would be 0.03906%

This well will be located approximately 1650° FSL & 1241' FEL of Section 35-238-28E,
Eddy County, New Mexico Our AFE is enclosed for your review. Should you desire to participate
to the full extent of your inierest i the dnilling, testing and completing of this proposed weli, please
return an executed copy of the AFE 0 the undersigned at your earliest convenience,

Upon receipt of your executed AFE or by prior written request we will forward our Joint
Operating Agreement for your review and execution.

In the event you do not wish to participate, Mewbourne respectfully requests you elect one
of the following options as to your interast.

1. Farmout all of your interest in the $/2 Section 35 for a period of one year to
Mewbourne under the following general terms:

(a) If any well drilled, deepened, completed or recompleted under the terms of
our farmout agreemen: results in oil and/or gas production on a proration unit
that includes your acreage, Mewboume will earn an assignment of 100% of
your rights and interest, frze of any liens or encumbrances, in the proration
unit assigned to each well tc a depth of 100’ below the total depth drilied for
each well.
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MgewsBOURNE O1L CoMPANY

300 W TEXAS, SUTTE 1020
MIDLAND, TEXAS 75701

(G15) 682-3715
FAX 1515) 6854170

August 12, 2002
[Certified Mail No. 8545]

Timothy T. Leonard
P.O. Box 2625
Eagle Pass, TX 78833

Fs:  Lavla 35 Com. #] Well
8/2 of Section 35-238-28E
Eddy County, New Mexico

Dear Mireral Interest Owners

Mewbourne Oil Company ‘Mewbourne) hereby proposes the drilling of a well to a depth
sufficient to adequately test the Atoka formation. anticipated total depth being 12,150
Furthermore, Mewbourne shall evaluate tc its satisfaction, all other formations encountered at lesser
depths in the drilling of said well. The $/2 of the capdoned Section 35 will be dedicated as the
proration urit for the well. Your mineral interest is estimated to be 0.208333 net acres. Your
interest in the proposed well would be 0.065 %%,

This weli will be located approximately 1650 FSL & 1241 FEL of Section 35-235-28E,
Eddy County, New Mexico, Qur AFE isenclosed for you review. Should you desire to participate
to the full extent of you interest in the driliing, testing and cornpleting of this proposed well, please
return an executed copy of the AFE to the undersigned at your earliest convenience.

Upon receipt of your executed AFE or 5y prior written request we will forward owr Joint
Operating Agreement for your review and execution.

In the event you do not wish e participats, Mewbourne respectfully requests you elect one
of the following options as to your interest,

L. Farmaout all of your interest i the 3/2 Ssction 35 for & period of one year to
Mewboume under the following general terms:
{(a) If any well drilled, deepened. completed or recompleted ander the terms of
our farmout agreement reculis inoil and/or gas production on a proration unit
that includes your acreape, Mewbeourne will earn an assignment of 100% of
your rights and interes', free of any !i=ns or encumbrances, in the proration
unit assigned to each well 1o a depth of 100" below the total depth drilled for
each well.
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MEWBOURNE 10

MEwBOURNE Ou. COMPANY

500 W. TEXAS, SUITE 1026
MIGLAND, TEXAS 737G

(915) 682.3715
FAX (515} 685-4170

August 12, 2002
[Certified Mail No. 8538]

Robert J. Leonard and Marion M,
Leonard, Trustees of the Lecnard Trust
P.0O. Box 400

Roswell, NM 88202

RKe:  Layla 33 Com. #1 Well
Si2 of Section 35-238-28E
Eddv County, New Mexico

Dear Miperal Interest Owners:

Mewbourne Oil Company (Mewbournie) hereby proposes the drilling of a well to a depth
sufficient t0 adequately test tie Atoka formation, anticipated total depth being 12,150
Furthermore, Mewbourne shall evaluate to its satisfaction, all other formations encountered at lesser
depths in the drilling of said well. The S/2 of the capticned Section 35 will be dedicated as the
proration umt for the well. Your minera! interest is estimated t¢ be 0.208333 net acres. Your
interest in the proposed wel!l would be §.0651%.

This well will be located approximately 165¢' FSL & 1241' FEL of Section 35-23S-28E,
Eddy County, New Mexico. Cur AFE is enciosed for your review. Should you desire to participate
to the full extent of your interest in the drilling, testing and completing of this proposed well, please
return an executed copy of the AFE fo the undersigned at vour earliest convenience.

Upor receipt of your executed AFE or by prior writien request we will forward our Joint
Operating Agreement for vour review and execution.

In the event you do not wish 1o participate, Mewbowme respectfully requests you elect one
of the following options as to your interest,

1. Farmout all c¢f ycur interest ir the $/2 Section 35 for a period of one vyear to
Mewbourmne under the foliowing general terms:

(a)  If any well drilled, deepened, completed or recompleted under the terms of
our farmout agreement results in 01! and/or gas production on a proraticn unit
tha! includes your acreage, Mewbourne will earn an assignment of 100% of
your rights and interest, free of any liens or enicumbrances, in the proration
unit assigned to each weil to a depth of 100" below the total depth drilled for
each well.
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MewBOURNE O1L COMPANY

500 W. TEXAS, SUITE 19720
MIDLAND, TEXAS 7970!

1913) 682-2715
FAX (91316434170

August 12, 2002
[Certified Mail No. 8521]

Molly M. Azopardi
P.O. Box €20
Wimberly, TX 78676

Re:  Layiais Com. #1 Well
S/2 of Section 35-238-28E
Eddy County, New Mexico

Dear Minera! interest Owners:

Mewboume Oil Company Mewbourne) hereby proposes the dniling of a well tc a depth
sufficient to adequately test the Atoka formation, anticipated total depth being 12,150
Furthermore, Mewbourne shail evaluate to its satisfaction, all other formations encountered at lesser
depths in the driiling of said well. The $/2 of the captioned Section 35 will be dedicated as the
proration unit for the well. Your mineral interest is estimated to be 0.208333 net acres. Your
interest in the proposed well would be 0.0651%.

This well will be located approximately 1650' FSL & 1241' FEL of Section 35-238-28E,
Eddy County, New Mexico. Cur AFE is enciosed for your review, Should you desire to participate
to the fuli extent of your interest in the dulling, resting and completing of this proposed well. please
return an executed copy of the AFE to the undersigned at yowr earliest convenience.

Upon receipt of your executed AFE or by prior written request we will forward our Joint
Operating Agreement for your review and execution,

In the event vou do not wish te participate, Mewbourne respectfully requests you elect one
of the following options as to your interest.

1. Farmout all of your interest in the S/2 Section 35 for a period of one year to
Mewbourne under the fsllowing general terms:

(a) if any well drilied, degpened, completed or recompleted under the t=rms of
our farmout agreemesnt results in oil and/or gas production on a proration unit
that includes your aczeage. Mewbourne will earn an assignment of 100% of
yourl rights and interest, free of any liens or encumbrances, in the proration
unit assigned o each weli to a depth of 100" below the total depth driiled for
each well.
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MEwBOURNE O1L. CoMPANY

300 W, TEXAS, SUITE 1020
MIDLAND, TEXAS 79704

(915; 682-3715
FAN (915} 5854170

August 12, 2002
[Certified Mail No. 8514]

Juan G. Ruiz

c/o Mike A. Padilla
1225 N. Thorne Ave.
Fresno, CA 93728

Re:  Lay'a335 Com. #! Well
S/2 of Section 35-23S-28E
Eddy County, New Mexico

Dear Minsral Interest Owners:

Mewhowne Oil Company {Mewbourne) hereby proposes the driiling of a well to a depth
sufficient to adequatelv test the Atoka formation, anticipated total depth being 12,150
Furthermore, Mewboumne shall evaluate to its satisfaction, ail other formations encountered at lesser
depths in the drilling of said well. The S/2 of the captioned Section 35 will be dedicated as the
proration uni: for the well, Your mineral interest i3 estimated to be 0.4166665 net acres. Your
interest in the proposed wel! wouid be ¢.1302%.

This well will be located approximately 1550° FSL & 1241' FEL of Section 35-23S-28E,
Eddy County, New Mexicn. OQur AFE 1s snclosed for your review. Should you desire 1o participate
to the full extent of your interest in the drilling, testing and completing of this proposed well, please
retur: an executed copy of the AFE (o the undersigned at your earliest convenience.

Upon receipt of your executed AFE or by prior written request we will forward our Joint
Operating Agreement for your review and execution.

In the event you do not wish ‘o participaie, Mewboumne respectfully requests you elect one
of the following options a3 to your interest.

I8 Farmout all of your interes: in the $/2 Section 35 for a period of one year to
Mewhbourne under the followine gensral wermms:

(a) If any weli drilled, deepened, completed or recompleted under the terms of
our farmout agreement resuits in c:if and/or gas production on a proration unit
that includes your acreage. Mewbourne will earn an assignment cf 100% of
your rights and interest, free of any liens or encumbrances, in the proration
unit assigned to each well to g depth of 100 below the total d&¥drilled for
each weli.
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MEwBOURNE O1L COMPANY

30 W. TEXAS, SUITE 1020
MIDLAND, TEXAS 7970}

{815) 682-371¢
FAX (315) 6554170

~

August 12, 2002
[Certified Maiil No. 8507]

Biil C. Ruiz
P.O. Box 161
Sultana, CA 53666

Re Layla 35 Com. #1 Well
372 of Section 35-238-28E
Eddy County, New Mexico

Dear Minerz! Interest Owners:

Mewbourne Qil Company (Mewboume) hereby proposes the drilling ot a well to a depth
sufficient to adequately test the Atoka formation, anticipated total depth being 12,150
Furthermore, Mewhouwrne shall evaluate 1o its satisfaction, all other formations encountered at lesser
depths in the drilling of zaid well. The 572 of the captioned Section 38 will be dedicated as the
proration unit for the well. Your mineral interest is estirzated to be 0.41666565 net acres. Your
interest in the propossd well would be 0.1302%,

This well wiil be located approximately 1650' FSL & 124]' FEL of Section 35-235-28E,
Eddy County, New Mexico. Qur AYE is enclosed for yourreview. Should you desire to participate
to the full extent of your interest i the drilling, festing and completing of this proposed well, please
return an executed copy of the AFE to the undersigned at your earliest convenience,

ipon receipt of vour executed AFE or by prior written request we will forward our Joint
Operating Agreement for your review and exesution.

In the event you do not wisk to participate, Mewbourne respectfully requests you elect one
of the fcliowing options as o your interest.

Farmout all of your interest in the 8/2 Section 35 for a period of one year to
Mewbourne under the following general terms:

(a) If any well driiled, deepened, completed or recompleted under the terms of
cur farmout agreement results in o1} and/or gas production on a proration unit
that includes your acreage, Mewbourne will earn an assignment of 100% of
your rights and interest, free of any liens or encumbrances, in the proration
unit assigned (o each well to a depth of 100’ below the total depth drilled for
each well.
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AUTHCRIZATION FOR EXPENDITURE

Praspect: Clap. sl Name & Mo,  Lay'a “35" ot #1
Fied:  Balt Draw Atoka Localior Nt SEM
Seotion, 5 Zinne Township: 238 Range’ 28E
Sounly! Eddy __Stale NN Progosed Depth 12,150
i Cost To Completion
: DESCRIFTION Caslng Point Cost
\ AFE MO, AFE NO.
] INTAKQIBELE CO8T 180
300 [Prrlis ang Surveys . $1.500 $1.002
31 Lozatien, Raads a+d Darmagas $20,000 $2,000
302 Foorage &7 Tarmkey Drillrg
305 Day Work 140 Jaye @ 350UC + 2 days after D) $320,£00 §38.000
304 Fuet, Water and Other 346.000 $6,000
S Compietion / Workaver Rig $20.000
304 Mug ang Shemicais $40,000 $1.000
30 Cemaniing ) i §15,000 $20.000
108 Lagging and ‘Misline ‘inzlcdes RFT) 7' 925000 §18.000
339 Casing-Tubing Sarvices 'h $8.000 $8,500
318 Wud Logging . i0days §21,000
T30 iTesling ~ 31,000
317 ITreating 575,000
s Soring o
314 Fighing Bervices
30 Trangpariation {nsludes Rie Mcpdzation? $25.000 $1.000
323 Weloing and Construstior: Labor $2.000 $3.500
a2 Coniraet Supgrvisicn . . $3.000
330 {equipment Rental {H:8 Sep.”vT Ret Hazd) $15.000 $3,000
324 Vil / Leaze Legal/ Tax $5,000 $1.000
349 Wall / Lease innirance e $17 500
Intar:pible Suppiey N AR LR a7 | $40.000 11,000
{Pipsline ROW and Easermeris ! §1,500
Pipaiine Inerenniact e i
Company Supervision | $24,000 $3,500
Qverhoad Fixed Rate 1 $8.000 15,000
398 Weil Abandonent . $12,000 -812.003
3eg Cont.agencss L : $84.700 $8,800
____Totai Inmangriee £714,760 $183,300
| TANGIBLE COST 181
t 737 Cenauiter Casing 45’ 20" (inoluged in woalizn costy
__jar  [Sudecs Coslng 50Y 13 /8, 48# H-40, STAT 38,300
ey {intermedlale Ceang 4300 85/8 408, JTS/NSG, LTAC $57.L00
"rw Spvjyction Cazing 12,450 EAT TR HIPTIYNAD LTC | $£92,300
E? i Produstien Tasing . i
T et Toking 15,000 & TBE S LD EUE $44,000
e Drilling Head $5,000
{88  Tubing hesd - ”7 §7.500
TUUere lidpoer Secllon ; $42,000
| 75 {Suckar Roe I
{880 jPagkei, Pump 8 Oiner Suusurfece 54.500 |
[ Lift Vaive & System ; R
D Plunge: Liff Systsm
T Fumping it & Frime Movar + Elsctiaty I
! A6 Pumps e o i
590 Tanxy - Slewl £5,000
391 [Tanks - Other - ! 84,000
§94 Separation Equipmen: « Fir ‘ | $12,000
985 Sepsralion Bqulpment  Mon-Fires _
i and as Trealing Equigment I
S Metering Equiprient $2,500
200 Line Pips - (Gas Gatharing @nd Tratsrctatan 25,000
g0 Line Pipe - Production 51,500
0% Valves
o0s|Wliecslimneous Faungs & Accessaras _ ] $10.000
§10 _ IProduciin Saulprient Mstalizbon o ! $15,000
922 |Pipsline Censtruction 1 $21,000
Tals prepered AugJdst 1, 2002 Tola Tangikies $70,300 $246,000
Presarsd by:  F Lathan SLETOTAL $782,000 $423,800
Cargany Approvel T do O BTRe TOTAL WELL 208T $1,208,800

Date Aperoved: 08/01/012

Jaint Qwnel Agprova:
Jolnt Dwinar intaras
Jeint Guingr Amount:

EXHIBIT
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Leva 35w
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Case /[29¥7 :

PROPOSED ADVERTISEMENT

Application of Mewbourne 0il Company for compulsory
pooling and an unorthodox oil well location, Eddy
County, New Mexico. Applicant seeks an oxrder
pooling all mineral interests from the surface to
the base of the Atoka formation underlying the
following described acreage in Section 35, Township
23 South, Range 28 East, NMPM, and in the following
manner: The S% of Section 35 to form a standard
320-acre gas spacing and proration unit for any and
all formations and/or pocls developed on 320-acre
spacing within that vertical extent, including but
not limited to the Undesignated South Culebra
Bluff-Wolfcamp Gas Pocl, Undesignated South Culebra
Bluff-Strawn Gas Pocl, and South Culebra Bluff-
Atoka Gas Pool; the SEY of Section 35 to form a
standard 160-acre gas spacing and proration unit
for any and all formations and/or pools developed
on lé60-acre spacing within that wvertical extent;
the N¥#SEY% of Section 35 to form a standard 80-acre
0il spacing and proration unit for any and all
formations and/or pools developed on 80-acre
spacing within that vertical extent, including but
not limited to the Undesignated South Culebra
Bluff-Bone Spring Pool; and the NEYSEY% of Section
35 to form a standard 40-acre oil spacing and
proration unit for any and all formations and/or
pools developed on 40-acre spacing within that
vertical extent, including but not limited to the
Undesignated Malaga-Bone Spring Pool. The unit is
to be dedicated to applicant's Layla "35" Fee Com.
Well No. 1, to be drilled at an unorthodox oil well
location/orthodox gas well location 1650 feet from
the south line and 1241 feet from the east line
(Unit I) of Section 35. Also to be considered will
be the cost of drilling and completing the well and
the allocation of the cost thereof, as well as
actual operating costs and charges for supervision,
designation of applicant as operator of the well,
and a charge for the risk involved in drilling and
completing the well. The unit 1s located
approximately 2% miles northeast of Malaga, New
Mexico. IN THE ABSENCE OF OBJECTION THIS MATTER
WILL BE TAKEN UNDER ADVISEMENT.



