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:ROM SANTA FE ENERGY 6TH, TUE; 3,20"90 NO,30610748 

Santa Fe Energy Operating Partners, L.E 
Santa Fe Pacific Exploration Company 
M * M O % Genera) Partner 

Attention: Lawrence W. Robinette 

Bird Creek Resources, Inc. 
1412 South Boston, Suite 550 
Tulsa, Oklahoma 74119 

Re: Well Proposals 
/ NE/4NE/4 Si KE/4SE/4 of 

March 2.0, 199 

\ -Seetion 15, T-23-S, R-28-E 
Eddy County r i te* Mexico 

Gentlemen: 

Bird Creek Resources, Inc., hereinafter referred to as "Bird Creek" proposed 
the d r i l l i n g of two 6,300' Delaware tests to Santa Fe Energy Operating 
Partners, L.P., hereinafter referred to as "Santa Fe", by letters dated 
February 7, 1990 and February 13, 1990. The well proposed in the letter 
dated February 7, 1990 to be located at a legal location in the NE/4NE/4 of 
Section 15, T-23-S, R-2S-E, Eddy County, New Mexico w i l l hereinafter 
sometimes be referred to as the " I n i t i a l Well", and the well proposed i n the 
letter dated February 13, 1990 to be located at a legal location in. the 
NE/4SE/4 of Section 15, T-23-S, R-28-E, Eddy County, New Mexico w i l l 
hereinafter sometimes be referred to as the "Option Well". Each of said 
letters have attached thereto Bird Creek's proposed Operating Agreement and 
AFE and offer Santa Fe, as a working interest owner, the opportunity to 
participate i n each of the respective wells or to farm out i t s interest to 
Bird Creek for the d r i l l i n g of same. In addition, Santa Fe has been notified 
that Bird Creek has made application with the New Mexico Oil Conservation 
Division for Compulsory Pooling of the respective proration units for each of 
the proposed wells. I t is our understanding that Bird Creek's application is 
on the Docket to be considered at the March 21, 1990 hearing. As previously 
discussed, i t is Santa Fe's desire to avoid being subject to the Compulsory 
Pooling order by entering into an agreement with Bird Creek which would 
commit Santa Fe to either participate or farm out i t s interest in each of the 
subject wells depending upon certain elections to be made by Santa Fe. In 
this connection, i t is agreed between the parties hereto that Santa Fe shall 
not be subject to the Oil Conservation Division's anticipated order resulting 
from the Compulsory Pooling applications for the subject wells and that this 
lett e r sets forth the terras of the agreement between the parties hereto 
relating to said wells. 
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Santa Fe hereby agrees to participate in Bird Creek's proposed 6300' Delaware 
test to be located at a legal location in the NE/4NE/4 of said Section 15, 
provided said well i s the f i r s t well d r i l l e d i n Section 15 to test the 
Delaware formation. In this connection, please find enclosed Bird Creek's 
AFE for this well which has been executed on behalf of Santa Fe. In 
addition, enclosed herewith i s a signature page to Bird Creek's proposed 
Operating Agreement covering the NE/4NE/4 of said Section 15 which has been 
executed on behalf of Santa Fe. Santa Fe's execution and delivery of this 
Operating Agreement is subject to Bird Creek agreeing to the following 
amendments to said Operating Agreement: 

1. Article VI.A. (Page 4) - Amend the description of the location of 
the I n i t i a l Well to reflect that same w i l l be located i n Section 15 
rather than Section 14. 

2. Article VI.B.2. (Page 6) - Delete the term "500%" on lines 12, 21 
and 22 and insert "100%" on line 12 and "300%" on lines 21 and 22. 

3. Article X I I I . (Page 13) - Delete the selection of Option No. 1, 
select Option No. 2 and insert "90" in the blanks on lines 55 and 61. 

4. Santa Fe requests that Exhibit "A" attached to this Operating 
Agreement be amended as follows: 

A. According to Santa Fe's f i l e s , we calculate that Santa Fe owns 
a 10.90644% working interest in the NE/4NE/4 of said Section 15 and 
we request that Exhibit "A" be amended accordingly. However, i t is 
recognized that the exact working interests of the parties cannot 
be determined u n t i l after Bird Creek receives a survey, which i t 
has ordered, showing the t o t a l number of acres i n the proration 
unit and the allocation thereof to the various leases included 
therein. I t i s also recognized that this Exhibit "A", out of 
convenience, shows Bird Creek Resources, Inc. et a l as owning a l l 
of the working interest not owned by Santa Fe. The parties hereto 
hereby agree that, prior to commencing actual d r i l l i n g of the 
I n i t i a l Well, Exhibit "A" w i l l be revised to reflect the working 
interest of a l l of the parties to this Operating Agreement based on 
each of the parties' various elections and also based on the 
survey. In addition, Bird Creek agrees to furnish Santa Fe with a 
complete set of signature pages to this Operating Agreement when 
available. 
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B. Revise Exhibit "A" to include a description of a l l of the 
leases subject to same as well as a l l existing overriding royalty 
interests, production payments or any other burdens attached to 
said leases. By separate l e t t e r , Santa Fe w i l l furnish you with a 
description of the leases pertaining to Santa Fe's interest and the 
burdens attached to same. 

C. Revise the depth restriction described on Exhibit "A" to state 
"Depth Restrictions: This Operating Agreement is limited in depth 
to cover only those rights from the surface of the earth down to 
100 feet below the stratigraphic equivalent of the t o t a l depth 
d r i l l e d in the I n i t i a l Well or to the base of the Delaware 
formation, whichever is the lesser depth." 

5. Exhibit "C" Article I I I . l . A . - Amend the D r i l l i n g Well Rate to be 
$4,541-00 and the Producing Well Rate to be $438.00, 

Santa Fe's agreement to participate with i t s working interest i n the d r i l l i n g 
of the I n i t i a l Well is also subject to Bird Creek's agreement that Santa Fe 
shall not be obligated to make an election at this time as to whether i t w i l l 
participate with i t s working interest in the d r i l l i n g of Bird Creek's 
proposed 6300' Delaware test to be located in the NE/4SE/4 of said Section 
15, being the Option Well. The parties hereto hereby agree that Santa Fe 
shall have the following elections regarding the Option Well: 

1. Santa Fe shall have the option, at i t s sole election, to either 
participate with i t s working interest i n the d r i l l i n g of the Option Well 
or to farm out i t s interest in the NE/4SE/4 of said Section 15 to Bird 
Creek under the terms described hereinbelow for the d r i l l i n g of said 
well. Santa Fe shall be required to make i t s election by giving written 
notice of same to Bird Creek within 14 days after receipt of written 
notice of actual d r i l l i n g date of the Option Well, but i n no event 
sooner than 72 hours after the I n i t i a l Well has been d r i l l e d to i t s 
authorized depth and a l l tests and logs have been completed and the 
results thereof furnished to Santa Fe, I f Santa Fe f a i l s to respond 
within said required time, i t shall be deemed that Santa Fe elected to 
farm out with i t s working interest i n the d r i l l i n g of said Options Well. 



Bird Creek Resources, Inc. 
March 20, 1990 
Page 4 

2. I f Santa Fe elects to participate in the d r i l l i n g of the Option 
Well, Santa Fe shall promptly thereafter furnish Bird Creek with a copy 
of Bird Creek's AFE for said well executed on behalf of Santa Fe along 
with a signed signature page to Bird Creek's proposed Operating 
Agreement covering the NE/4SE/4 of said Section 15. However, Santa Fe's 
acceptance of said Operating Agreement shall be subject to the same 
exceptions and conditions described hereinabove pertaining to the 
Operating Agreement covering the I n i t i a l Well. As a matter of 
information, Santa Fe calculates i t s working interest in the NE/4SE/4 of 
said Section 15 to be 9.2034%, but recognizes that same shall be 
recalculated based upon the survey which Bird Creek has ordered. 

3. I f Santa Fe elects not to participate in the d r i l l i n g of the Option 
Well, i t shall be deemed that Santa Fe elected to farm out i t s interest 
in the NE/4SE/4 of said Section 15 to Bird Creek for the d r i l l i n g of the 
Option Well. Thereafter, Santa Fe shall promptly forward to Bird Creek, 
for Bird Creek's review and execution, a Farmout Agreement which shall 
contain the following general terms and provisions: 

A. The Farmout Agreement shall obligate Bird Creek to commence, or 
cause to be commenced, the actual d r i l l i n g of the Option Well 
located at a legal location of i t s choice in the NE/4SE/4 of 
Section 15, T-23-S, R-28-E, Eddy County, New Mexico on or before 
t h i r t y (30) days after Bird Creek's receipt of Santa Fe's let t e r 
notifying Bird Creek that Santa Fe i s electing to not participate 
in the Option Well. Thereafter, Bird Creek shall be required to 
d r i l l said well to a depth sufficient to adequately test the 
Delaware formation or to a depth of 6,300 feet, whichever is the 
lesser. Said operations shall be conducted with due diligence i n 
an effort to discover o i l and/or gas and shall be completed within 
ninety (90) days from the date of commencement thereof. 

B. In the event the Option Well is completed as a dry hole, Bird 
Creek shall not earn any acreage from Santa Fe under the terms of 
said Farmout Agreement. In the event the Option Well is completed 
as a commercial producer of o i l and/or gas, Bird Creek shall earn 
an Assignment of 100.00% of Santa Fe's interest in and to the 
acreage allocated to said well for proration unit purposes (subject 
to the overriding royalty, reversionary working interest and depth 
restrictions described hereinbelow). 
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C. As consideration for this Farmout, Santa Fe w i l l reserve an 
overriding royalty which shall be applicable only to the Option 
Well equal to the difference between 25.00% and the existing 
burdens applicable to the subleased acreage. In the event Santa 
Fe's interest in the leases included in the subleased acreage have 
royalty, overriding royalty and other burdens t o t a l l i n g 25.00% or 
greater, then Santa Fe shall not reserve an overriding royalty 
interest. Santa Fe shall also have the option to convert said 
override upon payout of the Option Well to an undivided 25-00% 
working interest in the Option Well and the acreage allocated 
thereto for proration unit purposes. I f Santa Fe is unable to 
reserve an overriding royalty due to i t s interest being currently 
burdened with royalty, overriding royalty and other burdens of 
25.00% or greater, then Santa Fe w i l l s t i l l have the option at 
payout of the Option Well to receive an undivided 25.00% working 
interest i n the Option Well. Said overriding royalty and 
reversionary working interest shall be decreased proportionately i f 
the subleased acreage covers less than the entire mineral fee 
interest or i f any assignment contemplated hereunder is of less 
than a f u l l working interest in the leasehold assigned; however, no 
reduction i n overriding royalties or reversionary working interest 
shall be made due to the reservation and limitation as to depths to 
be assigned. In addition, said overriding royalty and reversionary 
working interest shall be proportionately reduced, on a surface 
acreage basis, to Santa Fe's interest i n the NE/4SE/4 of said 
Section 15, being the anticipated proration unit for the subject 
well. 

D. Any Assignment earned pursuant to said Farmout Agreement shall 
be limited i n depth to cover only those rights from the surface of 
the earth down to 100 feet below the stratigraphic equivalent of 
the t o t a l depth d r i l l e d i n the Option Well or to the base of the 
Delaware formation, whichever i s the lesser depth. 

E. I t is recognized that i t w i l l be necessary to pool or 
eoirnminiti2e Santa Fe's interest in the NE/4SE/4 of said Section 15 
with other leases covering lands lying i n said NE/4SE/4 to form the 
anticipated proration unit for the subject well. Santa Fe hereby 
agrees to execute the necessary instruments to form said pooled 
unit. However, said Farmout Agreement shall expressly prohibit the 
pooling of Santa Fe's acreage with any other lands without the 
prior written consent of Santa Fe. 
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F. i n the event Bird Creek earns an Assignment as provided under 
the terms of this Agreement, then at such time as the Assignment is 
delivered the parties hereto shall promptly thereafter enter into 
an Operating Agreement which shall cover the NE/4SE/4 of said 
Section 15 as to the depth included i n said Assignment. Said 
Operating Agreement shall be prepared on the same form and in the 
same manner as the Operating Agreement previously submitted to 
Santa Fe for the Option Well by Bird Creek's le t t e r dated February 
13, 1990, revised to reflect Santa Fe's before and after payout 
interests in the Option Well, as well as Santa Fe's interest i n a l l 
subsequent wells. However, Santa Fe's acceptance of said Operating 
Agreement shall be subject to the same exceptions and conditions 
described hereinabove pertaining to the Operating Agreement 
covering the I n i t i a l Well. 

Said Operating Agreement shall govern operations on the Option Well 
after payout i f Santa Fe elects to receive a working interest i n 
said well and shall also be applicable to a l l subsequent wells 
d r i l l e d on the Contract Area of said Operating Agreement whether 
same are d r i l l e d before or after payout of the Option Well. The 
Copas Accounting Procedure attached to said Operating Agreement as 
Exhibit "C" shall additionally be used to determine the operating 
costs applicable to the Option Well during the recoupment period. 
Notwithstanding anything herein to the contrary, i f either party 
desires to d r i l l a subsequent well on the NE/4SE/4 of said Section 
15 to test a formation included within the Contract Area of said 
Operating Agreement; then, regardless of whether the Option Well 
has paid out and regardless of Santa Fe's election to receive or 
not receive a working interest in the Option Well after payout, 
such operations shall be conducted pursuant to the terms of said 
Operating Agreement with the interest of the parties as to such 
subsequent well deemed to be the same as i f "payout" had occurred 
in the Option Well and Santa Fe had elected to receive a working 
interest. The Operating Agreement referenced herein shall contain 
language reflecting the intentions discussed hereinabove. 
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G. The Option Well d r i l l e d under the terms of the Farmout 
Agreement shall be d r i l l e d free and clear of any cost or l i a b i l i t y 
to Santa Fe, whether same is completed as a producer or plugged and 
abandoned as a dry hole. In addition, Santa Fe w i l l not warrant 
t i t l e to the subleased acreage; therefore, a l l abstracts, t i t l e 
opinions and curative work which may be necessary shall be 
performed by Bird Creek at i t s sole expense. 

H. Santa Fe shall retain a c a l l on a l l production attributable to 
i t s after payout working interest i n the Option Well and in the 
NE/4SE/4 of said Section 15. 

I . The actual Farmout Agreement and/or any Assignment to which 
Bird Creek may become entitled under the terms thereof shall not be 
assigned or subleased in whole or in part without Santa Fe's prior 
written consent and the granting of any such consent by Santa Fe 
shall not have the effect of waiving this limitation on any future 
or additional Assignments or subletting thereof. However, such 
consent shall not be unreasonably withheld. 

J. In addition. Bird Creek agrees that i f prior to spudding the 
Option Well contemplated herein Bird Creek enters into an 
agreement with any other party to acquire said party's interest i n 
the NE/4 SE/4 of said Section 15 on terms providing for a 
reversionary working interest greater than 25.00%, proportionately 
reduced, Santa Fe shall have the option to amend the terms of this 
Agreement to provide that Santa Fe w i l l be entitled to the 
increased reversionary working interest. In the event such a t h i r d 
party agreement occurs prior to the spudding of the Option Well, 
Bird Creek agrees to furnish Santa Fe with written notice of such 
agreement within seven (7) days of i t s occurrence. In said notice. 
Bird Creek w i l l also advise Santa Fe of the terms of said 
agreement- Thereafter Santa Fe must advise Bird Creek within seven 
(7) days of i t s desire to amend this Agreement to provide for the 
increased reversionary working interest agreed to with such t h i r d 
party or i t shall be conclusively deemed that Santa Fe has elected 
not to amend this Agreement. 
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You have previously advised that i t is Bird Creek's intention to commence the 
d r i l l i n g of the I n i t i a l Well prior to the Option Well. You have also advised 
that i t is Bird Creek's intent to not commence the actual d r i l l i n g of the 
Option Well u n t i l after the I n i t i a l Well has been d r i l l e d to i t s authorized 
depth and a l l tests and logs have been completed on same. This Agreement has 
been prepared based upon the assumption that the sequence of the d r i l l i n g of 
the two wells w i l l occur as Bird Creek originally intended. However, in the 
event actual d r i l l i n g commences on either or both of the wells out of 
sequence to that contemplated under the terms of this Agreement, Santa Fe 
w i l l nonetheless remain obligated to either participate with i t s working 
interest in such well or to farm out i t s interest in the respective tract 
upon which such well i s located (NE/4NE/4 of said Section 15 for the I n i t i a l 
Well and NE/4SE/4 of said Section 15 for the Option Well). Once Bird Creek 
is aware that the sequence of the commencement of actual d r i l l i n g of either 
or both of the wells w i l l occur different than that anticipated under the 
terms of this Agreement, then Bird Creek shall immediately advise Santa Fe of 
same by written notice. Santa Fe shall thereafter have fourteen (14) days 
after receipt of said notice within which to notify Bird Creek in writing of 
Santa Fe's election to either participate with i t s working interest i n the 
d r i l l i n g of such well or to farm out i t s interest i n same. However, 
notwithstanding the foregoing, i f actual d r i l l i n g of the subject well 
commences prior to the expiration of said fourteen (14) day period, Santa Fe 
w i l l be required to make i t s election within twenty-four (24) hours of being 
notified by Bird Creek that actual d r i l l i n g has commenced. I f Santa Fe's 
election is to participate, Santa Fe w i l l be required to promptly execute and 
return Bird Creek's AFE for the d r i l l i n g of such well along with a signature 
page to Bird Creek's Operating Agreement pertaining to same. However, i t i s 
recognized that Santa Fe's execution of such Operating Agreement w i l l be 
subject to the same exceptions and conditions described hereinabove 
pertaining to the Operating Agreement covering the I n i t i a l Well. I f Santa 
Fe's election i s to not participate in the d r i l l i n g of such well, Santa Fe 
shall promptly thereafter furnish for Bird Creek's review and execution, 
Santa Fe's formal Farmout Agreement covering the tract upon which the subject 
well i s located (NE/4NE/4 for the I n i t i a l Well or the HE/4SE/4 for the Option 
Well) which shall contain the same general terms and provisions as stated 
hereinabove under the provisions relating to the Option Well. 
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By entering into this Letter Agreement i t is Santa Fe's intent to remove any 
necessity for Bird Creek to rely upon the anticipated order resulting from 
Bird Creek's requested Compulsory Pooling hearing which is currently pending 
with the Oil Conservation Division. Therefore, Bird Creek hereby agrees that 
this Agreement shall be the entire Agreement which shall govern Santa Fe's 
interest i n the I n i t i a l and Option Well described herein and also agrees that 
the anticipated order from the Oil Conservation Division regarding the 
Compulsory Pooling hearing shall be nu l l and void as the same applies to 
Santa Fe's interest i n the subject wells. 

I f the foregoing correctly sets forth your understanding of our agreement, 
please evidence same by having this Agreement executed on behalf of Bird 
Creek Resources, Inc., and thereafter return one executed copy to the 
attention of the undersigned. Thereafter, you should make the necessary 
changes to the Operating Agreement as outlined hereinabove and forward 
substitute pages to Santa Fe to be inserted into Santa Fe's copy of the 
Operating Agreement covering the NE/4NE/4 of said Section 15. 

Thank you for your cooperation in handling this matter. I f you have any 
questions, please advise. 

Yours very t r u l y . 

SANTA FE ENERGY OPERATING PARTNERS, L.P. 
By: Santa Fe Pacific Exploration Company, 

Managing General Partner 

Vernon D- Dyer, CPy#3174 
Di s t r i c t Landman 

VDD/pt 
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Agreed and accepted this day 

of , 1990 

Bird Creek Resources, Inc. 

By: 

Name; 

Tit l e : _ ^ 

pt350 



WELL COST ESTIMATE 

6,300' Delaware Test, NE/4 NE/4, Section 15-23S-28E 
Eddy County, New Mexico 

Producer Dry Hole 

Tangible Well Cost 

Tubulars - 500' 8*5/8 @ $ 9.40/ft $ 4,700 $ 4,700 
6,300' 5-1/2 @ $ 5.60/ft 35,300 
6,300' 2-7/8 @ $ 3.00/ft 18,900 

Transportation and hauling 3,500 3,500 
Wellhead Assembly 6,500 1,500 
Subsurface Equipment 4,000 
Separation F a c i l i t i e s 4,000 
Tanks 15,000 
Flow Lines 3,000 
Pumping Unit 6 Compressor - -
Other Equipment 2,000 

.Total Tangibles $ 96,900 $ 9,700 

Intangible _ We_ll_c_o_sJ;. 

Permits, Surveys $ 2,000 $ 2,000 
Location, Road & Damages 8,000 8,000 
Contract D r i l l i n g 6300 @ $ 1 2 / f t 75,600 75,600 

3 days § $4300/day 12,900 8,000 
Bits 1,000 1,000 
Completion U n i t 5 days @ $l200/day 6, 000 -

Cementing 22,000 5,000 
D r i l l i n g F l u i d s 10,000 10.000 
Fuel and Water 1, 000 1,000 
Supplies 500 500 
Mud Logging 2,000 2,000 
W i r e l i n e Service - Logging 8,000 8,000 

P e r f o r a t i n g 3,000 -

Formation T r e a t i n g 18,000 -

T r a n s p o r t a t i o n and Hauling 5,000 2,000 
Rentals and Miscellaneous 5,000 3,000 
Contract Labor 6,000 3,000 
D i r e c t Supervision 6,000 5,000 
Engineering Supervision 3, 000 3,000 
Geological Supervision 2,000 2,000 
Insurance and Tax 1,000 1,000 
Overhead 3,600 3,000 
Contingencies 23,000 16.000 

T o t a l I n t a n g i b l e s S224.600 $159.100 

TOTAL 
SANTA FE ENERGY OPERATING PARTNERS, L.P. 

COMPANYBy: Santa Fe P a c i f i c Exploration Company, 

$321,500 

DATE: 

$168,800 

er, Attorney-in-Fact i 
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ARTICLE XVI. 

MISCELLANEOUS 

This agreement shall be binding upon and shall ingre (o ihe benefit of lhe parties hereto and to their respective heirs, devisees, 
legal representatives, successors and assigns. 

This instrument may be executed in any number o! counterparts, each of which shall be considered an original tor all purposes. 

IN WITNESS WHEREOF, ihis agreement shall be effective as of 15th <j,y nf February , 19 QO . 

ATTESTr 

OPERATOR 
BIRD 

WITNESS: 

NON-OPERATORS 

SANTA FE ENERGY OPERATING PARTNERS, L.P. 
By: Santa Fe Pac i f i c Explorat ion Company, 

Mana^fng Gaji-ej^. Partner APf'ftfJVH; 

T. SA Parker, At torney- in-Fact j 
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BIRD CREEK RESOURCES, INC. 

February 7, 1990 

Pogo Producing Co. 
P.O. Box 10340 
Midland, TX 79702 

BEFORE EXAMINER STOGNER 

OIL CONSERVATION DIVISION 
BIRD 

.CREEK EXHIBIT NO. 2 

CASE NO. 989(1 ft QSQ1 

Re: Loving Prospect 
Proposed 6,300' Delaware Test 
NE/4 NE/4, S e c t i o n 15-23S-28E 
Eddy County, New Mexico 

Gentlemen: 

This i s t o advise t h a t B i r d Creek Resources, I n c . hereby 
f o r m a l l y proposes the d r i l l i n g o f a 6,300' Delaware t e s t a t a l e g a l 
l o c a t i o n i n the NE/4 NE/4 of Section 15-23S-28E, Eddy County, New 
Mexico. I n t h i s regard, please f i n d enclosed two copies o f our AFE 
and one copy of our proposed Operating Agreement w i t h e x t r a 
s i g n a t u r e page. 

I f you d e s i r e t o p a r t i c i p a t e i n t h i s t e s t , please execute one 
copy of the AFE and forward t o t h i s o f f i c e . I n a d d i t i o n , i f the 
Operating Agreement meets w i t h your approval, we would request t h a t 
you execute the e x t r a s i g n a t u r e page and forward i t along w i t h the 
executed AFE. I n t h e event you have some problem w i t h any 
p r o v i s i o n o f the Operating Agreement, please l e t us know and we 
w i l l see i f we can accommodate your concerns. Also please be 
advised t h a t B i r d Creek owns or has the r i g h t t o i n t e r e s t making 
i t t he l a r g e s t working i n t e r e s t owner i n t h e NE/4 NE/4 of Section 
15. 

I f you do not d e s i r e t o p a r t i c i p a t e , we hereby o f f e r t o take 
a farmout of your i n t e r e s t on the f o l l o w i n g b a s i s : 

1. On or before June 1, 1989, B i r d Creek Resources, I n c . 
s h a l l commence or cause t o be commenced the a c t u a l 
d r i l l i n g o f a 6,300' Delaware t e s t a t a l e g a l l o c a t i o n 
i n the NE/4 NE/4 of Section 15-23S-28E, Eddy County, New 
Mexico. 

2. Upon completion o f the i n i t i a l t e s t as a w e l l capable of 
producing o i l and/or gas i n commercial q u a n t i t i e s , 
farmoutor s h a l l assign t o B i r d Creek a l l o f i t s i n t e r e s t 
i n the NE/4 NE/4 o f Section 15 from the surface down t o 
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100 feet below the s t r a t i g r a p h i c equivalent of the t o t a l 
depth d r i l l e d or to the base of the Delaware formation, 
whichever i s the lesser. 

3. Farmoutor s h a l l reserve an overriding r o y a l t y i n t e r e s t 
equal t o the difference between the e x i s t i n g leasehold 
burdens and 25%. At payout of the t e s t w e l l , said 
override s h a l l be convertible t o a proportionately 
reduced 25% working i n t e r e s t . 

4. Bird Creek s h a l l have the option t o conduct a continuous 
d r i l l i n g program i n the remainder of the E/2 of Section 
15 with no more than 120 days between the completion of 
the preceding t e s t well and the spudding of the next t e s t 
t o earn the same r i g h t s i n remaining farmout acreage on 
a well-by-well basis. 

5. Bird Creek s h a l l f u rnish a l l geological and well 
information on any well d r i l l e d on the farmout acreage. 

6. Each proration u n i t s h a l l be covered by a J o i n t Operating 
Agreement. 

We are requesting that you reply w i t h i n 3 0 days from the date 
of t h i s l e t t e r a f t e r which time i t w i l l be necessary f o r us t o f i l e 
w i t h the O i l Conservation Division f o r a force pooling hearing so 
th a t t h i s operation may be commenced on schedule. 

I f you have any questions or require f u r t h e r information i n 
t h i s regard, please do not hesitate to contact me. 

Sincerely, 

Lawrence W. Robinette 
Land Manager 

Enclosures 



WELL COST ESTIMATE 

6,300' Delaware Test, NE/4 NE/4, 
Eddy County, New M< 

Tangible Well Cost 

Tubulars - 500' 8-5/8 @ $ 9.40/ft 
6,300' 5-1/2 @ $ 5.60/ft 
6,300' 2-7/8 @ $ 3.00/ft 

T r a n s p o r t a t i o n and h a u l i n g 
Wellhead Assembly 
Subsurface Equipment 
Separation F a c i l i t i e s 
Tanks 
Flow Lines 
Pumping U n i t & Compressor 
Other Equipment 

T o t a l Tangibles 

I n t a n g i b l e Well Cost 

Permits, Surveys 
Location, Road & Damages 
Contract D r i l l i n g 6300 @ $12/ft 

3 days @ $4300/day 
B i t s 
Completion U n i t 5 days @ $1200/day 
Cementing 
D r i l l i n g F l u i d s 
Fuel and Water 
Supplies 
Mud Logging 
W i r e l i n e Service - Logging 

P e r f o r a t i n g 
Formation T r e a t i n g 
T r a n s p o r t a t i o n and Hauling 
Rentals and Miscellaneous 
Contract Labor 
D i r e c t Supervision 
Engineering Supervision 
Geological Supervision 
Insurance and Tax 
Overhead 
Contingencies 

T o t a l I n t a n g i b l e s 

TOTAL 

S e c t i o n 15-23S -28E 
»xico 

Producer Dry Hole 

$ 4,700 $ 4,700 
35,300 -
18,900 -
3 , 500 3 , 500 
6, 500 1,500 
4 , 000 -
4 , 000 -

15,000 -
3, 000 — 

2 , 000 -

$ 96,900 $ 9,700 

$ 2,000 $ 2 , 000 
8 , 000 8, 000 

75,600 75,600 
12,900 8, 000 
1, 000 1,000 
6, 000 -

22,000 5, 000 
10,000 10.000 
1, 000 1, 000 

500 500 
2, 000 2,000 
8 , 000 8, 000 
3 , 000 -

18,000 -
5, 000 2, 000 
5, 000 3 , 000 
6, 000 3,000 
6, 000 5, 000 
3 , 000 3,000 
2 , 000 2 , 000 
1, 000 1, 000 
3,600 3 , 000 

23 .000 16.000 

$224.600 $159.100 

$321,500 $168,800 

COMPANY 

BY: DATE: 



BIRD CREEK RESOURCES, INC. 

February 13 

J. R. Rowan, I n c . 
P.O. Box 162 
Midland, TX 79708 

Re: 
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m u Loving Prospect 
Proposed 6,300' Delaware 
NE/4 SE/4, Section 15-23 
Eddy County, New Mexico 

Test 
S-28E 

Dear Mr. Rowan, 

This i s t o advise t h a t B i r d Creek Resources, I n c . hereby 
f o r m a l l y proposes the d r i l l i n g o f a 6,300' Delaware t e s t a t a l e g a l 
l o c a t i o n i n the NE/4 SE/4 o f Section 15-23S-28E, Eddy County, New 
Mexico. I n t h i s regard, please f i n d enclosed two copies o f our AFE 
and one copy o f our proposed Operating Agreement w i t h e x t r a 
s i g n a t u r e page. 

I f you d e s i r e t o p a r t i c i p a t e i n t h i s t e s t , please execute one 
copy o f the AFE and forward t o t h i s o f f i c e . I n a d d i t i o n , i f the 
Operating Agreement meets w i t h your approval, we would request t h a t 
you execute the e x t r a s i g n a t u r e page and forward i t along w i t h the 
executed AFE. I n the event you have some problem w i t h any 
p r o v i s i o n of the Operating Agreement, please l e t us know and we 
w i l l see i f we can accommodate your concerns. Also please be 
advised t h a t B i r d Creek owns or has the r i g h t t o i n t e r e s t making 
i t t he l a r g e s t working i n t e r e s t owner i n the NE/4 SE/4 o f Section 
15. 

I f you do not d e s i r e t o p a r t i c i p a t e , we hereby o f f e r t o take 
a farmout of your i n t e r e s t on the f o l l o w i n g b a s i s : 

1. On or before J u l y 1, 1989, B i r d Creek Resources, I n c . 
s h a l l commence or cause t o be commenced t h e a c t u a l 
d r i l l i n g of a 6,3 00' Delaware t e s t a t a l e g a l l o c a t i o n 
i n the NE/4 SE/4 of Section 15-23S-28E, Eddy County, New 
Mexico. 

2. Upon completion of the i n i t i a l t e s t as a w e l l capable of 
producing o i l and/or gas i n commercial q u a n t i t i e s , 
farmoutor s h a l l assign t o B i r d Creek a l l of i t s i n t e r e s t 
i n the NE/4 SE/4 o f Section 15 from t h e surface down t o 
100 f e e t below the s t r a t i g r a p h i c e q u i v a l e n t o f the t o t a l 
depth d r i l l e d or t o the base of the Delaware f o r m a t i o n , 
whichever i s the l e s s e r . 
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3. Farmoutor s h a l l reserve an overriding r o y a l t y i n t e r e s t 
equal t o the difference between the e x i s t i n g leasehold 
burdens and 25%. At payout of the t e s t w e l l , said 
override s h a l l be convertible t o a proportionately 
reduced 25% working i n t e r e s t . 

4. Bird Creek s h a l l have the option t o conduct a continuous 
d r i l l i n g program i n the remainder of the E/2 of Section 
15 with no more than 120 days between the completion of 
the preceding t e s t well and the spudding of the next t e s t 
t o earn the same r i g h t s i n remaining farmout acreage on 
a well-by-well basis. 

5. Bird Creek s h a l l furnish a l l geological and we l l 
information on any w e l l d r i l l e d on the farmout acreage. 

6. Each pro r a t i o n u n i t s h a l l be covered by a J o i n t Operating 
Agreement. 

We are requesting t h a t you reply w i t h i n 30 days from the date 
of t h i s l e t t e r a f t e r which time i t w i l l be necessary f o r us to 
schedule a force pooling hearing so t h a t t h i s operation may be 
commenced on schedule. 

I f you have any questions or require f u r t h e r information i n 
t h i s regard, please do not hesitate t o contact me. 

Sincerely, 

Lawrence W. Robinette 
Land Manager 

Enclosures 



WELL COST ESTIMATE 

6,300' Delaware T e s t , NE/4 SE/4, S e c t i o n 15-23S-28E 
Eddy County, New Mexico 

Producer Dry Hole 

T a n g i b l e W e l l Cost 

T u b u l a r s - 500' 8-5/8 @ $ 9 . 4 0 / f t $ 4,700 $ 4,700 
6,300' 5-1/2 @ $ 5 . 6 0 / f t 35,300 
6,300' 2-7/8 @ $ 3 . 0 0 / f t 18,900 

T r a n s p o r t a t i o n and h a u l i n g 3,500 3,500 
Wellhead Assembly 6,500 1,500 
Sub s u r f a c e Equipment 4,000 
S e p a r a t i o n F a c i l i t i e s 4,000 
Tanks 15,000 
Flow L i n e s 3,000 
Pumping U n i t & Compressor 
Other Equipment 2,000 

T o t a l T a n g i b l e s $ 96,900 $ 9,700 

I n t a n g i b l e W e l l Cost 

P e r m i t s , Surveys $ 2,000 
L o c a t i o n , Road & Damages 8,000 
C o n t r a c t D r i l l i n g 6300 § $ 1 2 / f t 75,600 

3 days @ $4300/day 12,900 
B i t s 1,000 
Co m p l e t i o n U n i t 5 days @ $1200/day 6,000 
Cementing 22,000 
D r i l l i n g F l u i d s 10,000 
Fu e l and Water 1,000 
S u p p l i e s 500 
Mud Logging 2,000 
W i r e l i n e S e r v i c e - Logging 8,000 

P e r f o r a t i n g 3,000 
F o r m a t i o n T r e a t i n g 18,000 
T r a n s p o r t a t i o n and H a u l i n g 5,000 
R e n t a l s and M i s c e l l a n e o u s 5,000 
C o n t r a c t Labor 6,000 
D i r e c t S u p e r v i s i o n 6,000 
E n g i n e e r i n g S u p e r v i s i o n 3,000 
G e o l o g i c a l S u p e r v i s i o n 2,000 
I n s u r a n c e and Tax 1,000 
Overhead 3,600 
C o n t i n g e n c i e s 23.000 

T o t a l I n t a n g i b l e s $224,600 

2,000 
8, 000 

75,600 
8,000 
1,000 

5,000 
10.000 
1,000 

500 
2,000 
8,000 

2,000 
3,000 
3 ,000 
5, 000 
3,000 
2 , 000 
1, 000 
3 , 000 

16,000 

$159.100 

COMPANY 

BY: 

TOTAL $321,500 $168,800 

DATE: 
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BIRD CREEK RESOURCES, INC. 

February 7, 1990 BEFORE EXAMINER STOGNER 

OIL CONSERVATION DIVISION 
BIRD 
CREEK EXHIBIT NO. 2 

Pogo Producing Co. 
P.O. Box 10340 
Midland, TX 79702 

CASE NO. 9890 R QRQl 

Re: Loving Prospect 
Proposed 6,300' Delaware Test 
•NE/4 NE/4, Section 15-23S-28E 
Eddy County, New Mexico 

Gentlemen: 

This i s to advise that Bird Creek Resources, Inc. hereby 
formally proposes the d r i l l i n g of a 6,300' Delaware t e s t at a l e g a l 
l o c a t i o n i n the NE/4 NE/4 of Section 15-23S-28E, Eddy County, New 
Mexico. I n t h i s regard, please f i n d enclosed two copies of our AFE 
and one copy of our proposed Operating Agreement wi t h extra 
signature page. 

I f you desire to p a r t i c i p a t e i n t h i s t e s t , please execute one 
copy of the AFE and forward to t h i s o f f i c e . I n addition, i f the 
Operating Agreement meets with your approval, we would request t h a t 
you execute the extra signature page and forward i t along w i t h the 
executed AFE. I n the event you have some problem with any 
provision of the Operating Agreement, please l e t us know and we 
w i l l see i f we can accommodate your concerns. Also please be 
advised that Bird Creek owns or has the r i g h t t o i n t e r e s t making 
i t the largest working i n t e r e s t owner i n the NE/4 NE/4 of Section 
15. 

I f you do not desire to p a r t i c i p a t e , we hereby o f f e r to take 
a farmout of your i n t e r e s t on the following basis: 

1. On or before June 1, 1989, Bird Creek Resources, Inc. 
s h a l l commence or cause to be commenced the actual 
d r i l l i n g of a 6,3 00' Delaware t e s t at a l e g a l l o c a t i o n 
i n the NE/4 NE/4 of Section 15-23S-28E, Eddy County, New 
Mexico. 

2. Upon completion of the i n i t i a l t e s t as a we l l capable of 
producing o i l and/or gas i n commercial q u a n t i t i e s , 
farmoutor s h a l l assign to Bird Creek a l l of i t s i n t e r e s t 
i n the NE/4 NE/4 of Section 15 from the surface down to 
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100 feet below the s t r a t i g r a p h i c equivalent of the t o t a l 
depth d r i l l e d or to the base of the Delaware formation, 
whichever i s the lesser. 

3. Farmoutor s h a l l reserve an overriding r o y a l t y i n t e r e s t 
equal to the difference between the e x i s t i n g leasehold 
burdens and 25%. At payout of the t e s t w e l l , said 
override s h a l l be convertible t o a proportionately 
reduced 25% working i n t e r e s t . 

4. Bird Creek s h a l l have the option t o conduct a continuous 
d r i l l i n g program i n the remainder of the E/2 of Section 
15 with no more than 120 days between the completion of 
the preceding t e s t well and the spudding of the next t e s t 
t o earn the same r i g h t s i n remaining farmout acreage on 
a well-by-well basis. 

5. Bird Creek s h a l l f u rnish a l l geological and w e l l 
information on any well d r i l l e d on the farmout acreage. 

6. Each proration u n i t s h a l l be covered by a J o i n t Operating 
Agreement. 

We are requesting that you reply w i t h i n 30 days from the date 
of t h i s l e t t e r a f t e r which time i t w i l l be necessary f o r us t o f i l e 
w i t h the O i l Conservation Division f o r a force pooling hearing so 
t h a t t h i s operation may be commenced on schedule. 

I f you have any questions or require f u r t h e r information i n 
t h i s regard, please do not hesitate to contact me. 

Sincerely, 

Land Manager 

Enclosures 



WELL COST ESTIMATE 

6,300' Delaware Test, NE/4 NE/4, Section 15-23S-28E 
Eddy County, New Mexico 

Producer Dry Hole 

Tangible Well Cost 

Tubulars - 500' 8-5/8 @ $ 9.40/ft $ 4,700 $ 4,700 
6,300" 5-1/2 @ $ 5.60/ft 35,300 
6,300' 2-7/8 @ $ 3.00/ft 18,900 

T r a n s p o r t a t i o n and h a u l i n g 3,500 3,500 
Wellhead Assembly 6,500 1,500 
Subsurface Equipment 4,000 -
Separation F a c i l i t i e s 4,000 
Tanks 15,000 
Flow Lines 3,000 
Pumping U n i t & Compressor - -
Other Equipment 2,000 

T o t a l Tangibles $ 96,900 $ 9,700 

I n t a n g i b l e Well Cost 

P e r m i t s , Surveys $ 2 , 000 $ 2,000 
L o c a t i o n , Road & Damages 8 , 000 8 , 000 
C o n t r a c t D r i l l i n g 6300 @ $ 1 2 / f t 75 , 600 75,600 

3 days @ $4300/day 12 , 900 8, 000 
B i t s 1 , 000 1, 000 
Co m p l e t i o n U n i t 5 days § $1200/day 6 , 000 -

Cementing 22 , 000 5, 000 
D r i l l i n g F l u i d s 10 , 000 10.000 
Fu e l and Water 1 , 000 1, 000 
S u p p l i e s 500 500 
Mud Log g i n g 2 , 000 2,000 
W i r e l i n e S e r v i c e - Log g i n g 8 , 000 8, 000 

P e r f o r a t i n g 3 , 000 -

F o r m a t i o n T r e a t i n g 18 , 000 -

T r a n s p o r t a t i o n and H a u l i n g 5 , 000 2 , 000 
R e n t a l s and M i s c e l l a n e o u s 5 , 000 3,000 
C o n t r a c t Labor 6 , 000 3 , 000 
D i r e c t S u p e r v i s i o n 6 , 000 5, 000 
E n g i n e e r i n g S u p e r v i s i o n 3 , 000 3 , 000 
G e o l o g i c a l S u p e r v i s i o n 2 , 000 2,000 
I n s u r a n c e and Tax 1 , 000 1, 000 
Overhead 3 , 600 3, 000 
C o n t i n g e n c i e s 23 , 000 16,000 

T o t a l I n t a n g i b l e s $224 , 600 $159.100 

TOTAL $321,500 $168,800 

COMPANY 

BY: DATE: 



BIRD CREEK RESOURCES, INC. 

February 13 

J. R. Rowan, Inc. 
P.O. Box 162 
Midland, TX 79708 

Re: Loving Prospect 
Proposed 6,300 
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NE/4 SE/4, S e c t i o n 15-23S-28E 
Eddy County, New Mexico 

CTl 
CO 
CTi 

o3 

O 

X 00 
LU CTi 

o 
Z 
LU 
LO 
< 
u 

Dear Mr. Rowan, 

This i s t o advise th a t Bird Creek Resources, Inc. hereby 
formally proposes the d r i l l i n g of a 6,3 00' Delaware t e s t at a legal 
l o c a t i o n i n the NE/4 SE/4 of Section 15-23S-28E, Eddy County, New 
Mexico. I n t h i s regard, please f i n d enclosed two copies of our AFE 
and one copy of our proposed Operating Agreement wi t h extra 
signature page. 

I f you desire to p a r t i c i p a t e i n t h i s t e s t , please execute one 
copy of the AFE and forward t o t h i s o f f i c e . I n add i t i o n , i f the 
Operating Agreement meets with your approval, we would request t h a t 
you execute the extra signature page and forward i t along with the 
executed AFE. I n the event you have some problem with any 
provision of the Operating Agreement, please l e t us know and we 
w i l l see i f we can accommodate your concerns. Also please be 
advised t h a t Bird Creek owns or has the r i g h t t o i n t e r e s t making 
i t the largest working i n t e r e s t owner i n the NE/4 SE/4 of Section 
15. 

I f you do not desire to p a r t i c i p a t e , we hereby o f f e r t o take 
a farmout of your i n t e r e s t on the following basis: 

1. On or before July 1, 1989, Bird Creek Resources, Inc. 
s h a l l commence or cause to be commenced the actual 
d r i l l i n g of a 6,3 00' Delaware t e s t at a l e g a l l o c a t i o n 
i n the NE/4 SE/4 of Section 15-23S-28E, Eddy County, New 
Mexico. 

2. Upon completion of the i n i t i a l t e s t as a w e l l capable of 
producing o i l and/or gas i n commercial q u a n t i t i e s , 
farmoutor s h a l l assign to Bird Creek a l l of i t s i n t e r e s t 
i n the NE/4 SE/4 of Section 15 from the surface down to 
100 feet below the s t r a t i g r a p h i c equivalent of the t o t a l 
depth d r i l l e d or to the base of the Delaware formation, 
whichever i s the lesser. 
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3. Farmoutor s h a l l reserve an overriding r o y a l t y i n t e r e s t 
equal t o the difference between the e x i s t i n g leasehold 
burdens and 25%. At payout of the t e s t w e l l , said 
override s h a l l be convertible t o a proportionately 
reduced 25% working i n t e r e s t . 

4. Bird Creek s h a l l have the option t o conduct a continuous 
d r i l l i n g program i n the remainder of the E/2 of Section 
15 w i t h no more than 120 days between the completion of 
the preceding t e s t w e l l and the spudding of the next t e s t 
to earn the same r i g h t s i n remaining farmout acreage on 
a well-by-well basis. 

5. Bird Creek s h a l l furnish a l l geological and w e l l 
information on any w e l l d r i l l e d on the farmout acreage. 

6. Each pro r a t i o n u n i t s h a l l be covered by a J o i n t Operating 
Agreement. 

We are requesting th a t you reply w i t h i n 30 days from the date 
of t h i s l e t t e r a f t e r which time i t w i l l be necessary f o r us to 
schedule a force pooling hearing so that t h i s operation may be 
commenced on schedule. 

I f you have any questions or require f u r t h e r information i n 
t h i s regard, please do not hesitate t o contact me. 

Sincerely, 

Lawrence W. Robinette 
Land Manager 

Enclosures 



WELL COST ESTIMATE 

6,300' Delaware Test, NE/4 SE/4, Section 15-23S-28E 
Eddy County, New Mexico 

Producer Dry Hole 

Tangible Well Cost 

Tubulars - 500' 8-5/8 @ $ 9.40/ft 
6,300' 5-1/2 @ $ 5.60/ft 
6,300' 2-7/8 @ $ 3.00/ft 

T r a n s p o r t a t i o n and h a u l i n g 
Wellhead Assembly 
Subsurface Equipment 
Separation F a c i l i t i e s 
Tanks 
Flow Lines 
Pumping U n i t & Compressor 
Other Equipment 

T o t a l Tangibles 

I n t a n g i b l e Well Cost 

Permits, Surveys 
Location, Road & Damages 
Contract D r i l l i n g 6300 § $ 1 2 / f t 

3 days @ $4300/day 
B i t s 
Completion U n i t 5 days @ $1200/day 
Cementing 
D r i l l i n g F l u i d s 
Fuel and Water 
Supplies 
Mud Logging 
W i r e l i n e Service - Logging 

P e r f o r a t i n g 
Formation T r e a t i n g 
T r a n s p o r t a t i o n and Hauling 
Rentals and Miscellaneous 
Contract Labor 
D i r e c t Supervision 
Engineering Supervision 
Geological Supervision 
Insurance and Tax 
Overhead 
Contingencies 

T o t a l I n t a n g i b l e s 

TOTAL 

COMPANY -J. R. Rot^arQ, \vc 

$ 4,700 $ 4,700 
35,300 -
18,900 -
3 , 500 3 , 500 
6, 500 1,500 
4, 000 -
4 , 000 -

15,000 -
3,000 — 

2 .000 -

$ 96,900 $ 9,700 

$ 2,000 $ 2, 000 
8 , 000 8 , 000 

75,600 75,600 
12,900 8, 000 
1, 000 1, 000 
6, 000 -

22,000 5, 000 
10,000 10.000 
1, 000 1,000 

500 500 
2,000 2 , 000 
8, 000 8,000 
3,000 -

18,000 -
5, 000 2,000 
5,000 3 , 000 
6, 000 3 , 000 
6,000 5,000 
3 , 000 3 , 000 
2,000 2,000 
1, 000 1,000 
3 , 600 3,000 

23.000 16,000 

$224.600 $159.100 

$321,500 $168,800 

BY: DATE: 
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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE APPLICATION 
FOR BIRD CREEK RESOURCES, INC. 
FOR COMPULSORY POOLING, EDDY COUNTY, 
NEW MEXICO CASE NO. 98 91 

CERTIFICATE OF MAILING 

AND 

COMPLIANCE WITH ORDER R-8054 

In Accordance with Division Rule 1207 (Order R-8054) I 
hereby c e r t i f y that on February 28, 1990, I caused to be 
mailed by c e r t i f i e d mail return receipt requested notice of 
t h i s hearing and a copy of the Application for the above 
referenced case along with the cover l e t t e r , at least twenty 
days p r i o r to the hearing set for March 21, 1990, to the 
parties shown i n the Application as jevidence by the attached 
copies of return receipt cards. 

Karen Aubre 

SUBSCRIBED AND SWORN to before me t h i s 20th day of March, 
1990 . 

^Cr>t^. -O^gt^ (2-+3*U+* 
Notary Public ^ 

My Commission Expires 

7 - 6 - ? / 

V- i-J ; • > 

BEFORE EXAMINER STOGNER 

OIL CONSERVATION DIVISION 
JD X riu 

C R E E K EXHIBIT NO. 6 

CASS NO. 9 8 9 0 & 9 8 9 1 
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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE APPLICATION 
FOR BIRD CREEK RESOURCES, INC. 
FOR COMPULSORY POOLING, EDDY COUNTY, 
NEW MEXICO CASE NO. 98 90 

CERTIFICATE OF MAILING 

AND 

COMPLIANCE WITH ORDER R-8054 

I n Accordance w i t h D i v i s i o n Rule 1207 (Order R-8054) I 
hereby c e r t i f y t h a t on February 28, 1990, I caused t o be 
mailed by c e r t i f i e d mail r e t u r n r e c e i p t requested n o t i c e of 
t h i s hearing and a copy of the A p p l i c a t i o n f o r the above 
referenced case along w i t h the cover l e t t e r , a t l e a s t twenty 
days p r i o r t o the hearing set f o r March 21, 19-90, t o the 
p a r t i e s shown i n the A p p l i c a t i o n as; evidence'Dy) the attached 
copies of r e t u r n r e c e i p t cards 

SUBSCRIBED AND SWORN t o before me t h i s 20th day of March, 
1990 . 

Notary Publ 

My;Commission Expires 

EirCRE EXAMINER STOGNER 

C;L CONSERVATiON DIVISION 
BIRD 

J £ S E S S . _ EXHIBIT NO. 7 

a.o~. NO. 9890 & 9891 
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K E L L A H I N , K E L L A H I N A N D A U B R E Y 
A T T O R N E Y S A T L A W 

E L P A T I O B U I L D I N G 

W. T H O M A S K E L L A H I N 

K A R E N A U B R E Y 
P O S T O F F I C E B O X 2 2 6 5 

117 N O R T H G U A D A L U P E : T E L E P H O N E I S O S ) 9 6 2 - 4 2 8 5 

T E L E F A X ( 5 0 5 > 9 8 2 - 2 0 4 7 

C A N D A C E H A M A N N C A L L A H A N S A N T A F E , N E W M E X I C O 8 7 5 0 4 - 2 2 6 5 

J A S O N K E L L A H I N 

O F C O U N S E L 

February 26, 1990 J 

FEF 'i 7 •) 

Mr. W i l l i a m J. LeMay 
O i l Conservation D i v i s i o n 

SAM* rt 

P.O. Box 2088 I 
Santa Fe, NM 87504 

Re: Compulsory Pooling, B i r d Creek Resources, Inc. 

Dear Mr. LeMay: 

Enclosed please f i n d the o r i g i n a l and one copy of an 
a p p l i c a t i o n by B i r d Creek Resources, Inc. f o r Compulsory 
Pooling, Eddy County, New Mexico. Please set t h i s 
a p p l i c a t i o n f o r hearing on the examiner docket on March 21, 
1990. 

I n accordance w i t h N.M.O.C.C. Rule 1207, we are sending a l l 
working i n t e r e s t owners l i s t e d i n t h i s a p p l i c t i o n a copy of 
t h i s l e t t e r and a copy of the enclosed a p p l i c a t i o n , by 
c e r t i f i e d m a i l , i n order to n o t i f y them t h a t they have the 
op p o r t u n i t y t o appear i n support of or i n o p p o s i t i o n t o the 
enclosed a p p l i c a t i o n . 

KA/dm 

xc: Larry Robinette 

C e r t i f i e d Return Receipt Requested 
Working i n t e r e s t owners l i s t e d i n 
Paragraph 3 of A p p l i c a t i o n 



STATE OF NEW MEXICO 
DEPARTMENT OF ENERGY AND MINERALS 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE APPLICATION -
OF BIRD CREEK RESOURCES, INC. FOR 
COMPULSORY POOLING, EDDY COUNTY, 
NEW MEXICO 

A P P L I C A T I O N 

COMES NOW BIRD CREEK RESOURCES, INC., by and through 

i t s a t t o r n e y s , KELLAHIN, KELLAHIN & AUBREY, and i n 

accordance w i t h Section 70-2-17(c) N.M.S.A. (1978 Comp.) 

applies t o the New Mexico O i l Conservation D i v i s i o n f o r an 

order p o o l i n g a l l mineral i n t e r e s t s from the surface t o the 

bottom of the Delaware formation, East Loving Delaware Pool, 

or 6,300 f e e t , whichever i s deeper, u n d e r l y i n g the NE/4SE/4, 

Section 15, T23S, R28E, N.M.P.M, Eddy County, New Mexico. 

The above described acreage i s t o be dedicated t o a w e l l t o 

be d r i l l e d a t a standard l o c a t i o n 2080 FSL and 660 FEL t o a 

depth of approximately 6,300 f e e t . I n support of t h i s 

a p p l i c a t i o n , a p p l i c a n t would show: 

1. A p p l i c a n t has the r i g h t t o d r i l l and develop the 

NE/4SE/4 of Section 15 T23S R28E, Eddy County, New 

Mexico. 

2. A p p l i c a n t desires t o d r i l l a w e l l a t a s t a n d a r d -

l o c a t i o n i n the NE/4SE/4 of said s e c t i o n . 



A p p l i c a n t has sought the v o l u n t a r y agreement of the 

owners of the non-consenting working i n t e r e s t s , f o r 

the formation of appropriate spacing and p r o r a t i o n 

u n i t s , but has been unable t o ob t a i n v o l u n t a r y 

agreement. The non-consenting working i n t e r e s t owners 

and t h e i r percentage i n t e r e s t s are: 

POGO PRODUCING COMPANY 9.17936% 
P.O. Box 10340 
Midland, TX 79702 

SANTA FE ENERGY OPERATING 16.62411% 
PARTNERS, L.P. 

500 W. I l l i n o i s 
F i f t h Floor 
Midland, TX 79702 

OXY USA, INC. 12.59214% 
P.O. Box 50250 
Midland, TX 797 10 

R. C. ROBERTS 5.70516% 
P.O. Box 64 0 
Gilmer, TX 75644 

RUTH D. ROBERTS 5.70516% 
c/o Mr. Dan Roberts 
P.O. Box 807 
Au s t i n , TX 78767 

J. R. ROWAN, INC. 11.41032% 
P.O. Box 162 
Midland, TX 79708 

T. CALDER EZZELL 6.29607% 
P.O. Box 10 
Roswell, NM 88201 

C. RAY ALLEN 6.2 9607% 
P.O. Box 630 
Midland, TX 79701 



LIBERTY NATIONAL BANK 18.74 938% 
P.O. Box 1627 
Lovington, NM 8 82 60 
A t t n : Mr. Mike Abbott 

T o t a l 92.558% 

4. Pursuant t o the D i v i s i o n ' s n o t i c e requirements, 

a p p l i c a n t has n o t i f i e d a l l working i n t e r e s t owners of 

t h i s a p p l i c a t i o n f o r compulsory p o o l i n g and the 

ap p l i c a n t ' s request t h a t t h i s matter be set f o r hearing 

before the D i v i s i o n on March 21, 1990. 

5. I n order t o o b t a i n i t s j u s t and eq u i t a b l e share of the 

hydrocarbons u n d e r l y i n g the above t r a c t ( s ) , a p p l i c a n t 

needs an order p o o l i n g the mineral i n t e r e s t s i n v o l v e d 

i n order t o p r o t e c t a p p l i c a n t ' s c o r r e l a t i v e r i g h t s and 

prevent waste. 

WHEREFORE, Appli c a n t prays t h a t t h i s a p p l i c a t i o n be set 

f o r hearing before the D i v i s i o n ' s duly appointed examiner, 

and t h a t a f t e r n o t i c e and hearing as req u i r e d by law, the 

D i v i s i o n enter i t s order p o o l i n g the mineral i n t e r e s t s 

described herein. A p p l i c a n t f u r t h e r prays t h a t i t be named 

operator of the w e l l , and t h a t the order make p r o v i s i o n f o r 

a p p l i c a n t t o recover, out of production, i t s cost of 

d r i l l i n g , completing and equipping the subject w e l l , costs 

of operation, i n c l u d i n g costs of su p e r v i s i o n , and a r i s k 



factor i n the amount of 200% for the d r i l l i n g and completing 

of the w e l l , and for such other and further r e l i e f as may be 

proper. 

Respectfully submitted, 

KELLAHIN, KELLAHIN & AUBREY 
Post Office Box 2265 

KA/dm 



K E L L A H I N , K E L L A H I N A N D A U B R E Y 

w . T H O M A S K E L L A H I N 

K A R E N A U B R E Y 

C A N O A C E H A M A N N C A L L A H A N 

J A S O N K E L L A H I N 

O F C O U N S E L 

A T T O R N E Y S A T L A W 

E L P A T I O B U I L D I N G 

I I 7 N O R T H G U A D A L U P E 

P O S T O F F I C E : B O X 2 2 6 5 

S A N T A F E , N E W M E X I C O 8 7 5 0 4 - 2 2 6 5 
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Mr. W i l l i a m J. LeMay 
O i l Conservation D i v i s i o n • 
P.O. Box 2088' 4 
Santa Fe, NM 87504 

Re: Compulsory Pooling, B i r d Creek Resources, I n c . 

Dear Mr. LeMay: 

Enclosed please f i n d the o r i g i n a l and one copy of an ap­
p l i c a t i o n by B i r d Creek Resources, I n c . f o r Compulsory Pool­
in g , Eddy County, New Mexico. Please set t h i s a p p l i c a t i o n 
f o r hearing on the examiner docket on March 21, 1990. 

OlLCONSfcHV.-viî  uiv. 
SANTA FE 

9fW 

I n accordance w i t h N.M.O.C.C. Rule 1207, we are sending a l l 
working i n t e r e s t owners l i s t e d i n t h i s a p p l i c a t i o n a copy of 
t h i s l e t t e r and a copy of the enclosed a p p l i c a t i o n , by cer­
t i f i e d m a i l , i n order to n o t i f y them t h a t they have the op­
p o r t u n i t y to appear i n support of or i n o p p o s i t i o n to the 
enclosed a p p l i c a t i o n . 

KA/dm 
xc: L a r r y Robinette 

C e r t i f i e d Return Receipt Requested 
Working i n t e r e s t owners l i s t e d i n 
Paragraph 3 of A p p l i c a t i o n 



STATE OF NEW MEXICO 
DEPARTMENT OF ENERGY AND MINERALS 

OIL CONSERVATION DIVISION i 

IN THE MATTER OF THE APPLICATION 
OF BIRD CREEK RESOURCES, INC. FOR 
COMPULSORY POOLING, EDDY COUNTY, 
NEW MEXICO 

FEB 2 7 1990 
OIL CONSERVATiON DIV. 

SANTA FE 

APPLICATION 

COMES NOW BIRD CREEK RESOURCES, INC., by and through 

i t s a t t o r n e y s , KELLAHIN, KELLAHIN & AUBREY, and i n accor­

dance wi t h ' Sec t i o n 7 0-2 -17 ( c) N.M.S.A. (1978 Comp.) ap p l i e s 

to the New Mexico O i l Conservation D i v i s i o n f o r an order 

p o o l i n g a l l mineral i n t e r e s t s from the surface to the bottom 

of the Delaware formation, East Loving Delaware Pool, or 

6,300 f e e t , whichever i s deeper, u n d e r l y i n g the NE/4NE/4, 

Section 15, T23S, R28E, N.M.P.M, Eddy County, New Mexico. 

The above described acreage i s to be dedicated to a w e l l to 

be d r i l l e d a t a standard l o c a t i o n 560 FNL and 560 FEL to a 

depth of approximately 6,3 00 f e e t . I n support of t h i s ap­

p l i c a t i o n , a p p l i c a n t would show: 

1. A p p l i c a n t has the r i g h t to d r i l l and develop the 

NE/4NE/4 of Section 15 T23S R28E, Eddy County, New 

Mexico. 

2. A p p l i c a n t desires to d r i l l a w e l l a t a standard l o c a ­

t i o n i n the NE/4NE/4 of said s e c t i o n . 



A p p l i c a n t has sought the v o l u n t a r y agreement of the 

owners of the non-consenting working i n t e r e s t s , f o r 

the formation of appropriate spacing and p r o r a t i o n 

u n i t s , b ut has been unable to o b t a i n v o l u n t a r y agree­

ment. The non-consenting working i n t e r e s t owners and 

t h e i r percentage i n t e r e s t s are: 

AMOCO PRODUCTION COMPANY 14.17 837% 
P.O. Box 3092 
Houston, TX 77253 

POGO PRODUCING COMPANY 18.5409 5% 
P.O. Box 10340 
Midland, TX 79702 

SANTA FE ENERGY OPERATING 10.9 0644% 
PARTNERS, L.P. 

500 W. I l l i n o i s 
F i f t h Floor 
Midland, TX 79702 

HARKEN OIL & GAS, INC. 7.48956% 
P.O. Drawer 612007 
Dall a s , TX 75261 

WESTWAY PETRO, TEXAS JOINT VENTURE 4.29 042% 
Lock Box 7 0 
500 N. Akard S t r e e t 
Dallas, TX 75201 

R. F. FORT 2.53197% 
P.O. Box 2044 
Midland, TX 79702 

GARY L. KIEHNE 2.53197% 
201 W. Wall 
Midland, TX 79701 

JAMES E. KIEHNE 1.61033% 
201 W. Wall 
Midland, TX 79701 

BETSY ANN STILLWAGON 1.61033% 
11,711 Memorial #717 
Houston, TX 77024 

Page 2 



CONCISE OIL & GAS 1.159 64% 
P.O. Box 378111 
Denver, CO 80237 

QUINOCO CONSOLIDATED PARTNERS 1.159 64% 
P.O. Box 378111 
Denver, CO 80237 

CHL ENERGY. INC. 1.06849% 
c/o Mr. Charles Hopkins 
407 N. Big Spring 
Midland, TX 70701 

C. RAY ALLEN 1.60147% 
P.O. Box 630 
Midland, TX 79702 

T. CALDER EZZELL 1.60147% 
P.O. Box 10 
Roswell, NM 88201 

ED E. PHILLIPS 3.22193% 
P.O. Box 11313 
Midland, TX 79702 

NAVIS, INC. 3.22066% 
P.O. Box 133 
Midland, TX 79702 

Total 7 6.637% 

Pursuant to the D i v i s i o n ' s n o t i c e requirements, ap­

p l i c a n t has n o t i f i e d a l l working i n t e r e s t owners of 

t h i s a p p l i c a t i o n f o r compulsory p o o l i n g and the 

ap p l i c a n t ' s request t h a t t h i s matter be set f o r hearing 

before the D i v i s i o n on March 21, 1990. 

I n order to o b t a i n i t s j u s t and e q u i t a b l e share of the 

hydrocarbons u n d e r l y i n g the above t r a c t ( s ) , a p p l i c a n t 

needs an order p o o l i n g the mineral i n t e r e s t s i n v o l v e d 

i n order to p r o t e c t a p p l i c a n t ' s c o r r e l a t i v e r i g h t s and 

prevent waste. 

Page 3 



WHEREFORE, Ap p l i c a n t prays t h a t t h i s a p p l i c a t i o n be set 

f o r hearing before the D i v i s i o n ' s d u l y appointed examiner, 

and t h a t a f t e r n o t i c e and hearing as r e q u i r e d by law, the 

D i v i s i o n enter i t s order p o o l i n g the mineral i n t e r e s t s 

described h e r e i n . A p p l i c a n t f u r t h e r prays t h a t i t be named 

operator of the w e l l , and t h a t the order make p r o v i s i o n f o r 

a p p l i c a n t to recover, out of production, i t s cost of d r i l l ­

i n g , completing and equipping the subject w e l l , costs of 

operation, i n c l u d i n g costs of supervision, and a r i s k f a c t o r 

i n the amount of 200% f o r the d r i l l i n g and completing of the 

w e l l , and f o r such other and f u r t h e r r e l i e f as may be 

proper. 

KA/dm 

Page 4 


