NADEL AND GUSSMAN PERMIAN, L.L.C.
601 N. Marienfeld, Suite #508
Midland, Texas 79701
(915) 682-4429
Fax (915) 682-4325

Mr. Bryan Arrant RECEIVED
NMOCD 0CT 0 7 2004
District 11

OG-
1301 West Grand Avenue ARTESIA

Artesia, New Mexico 88210

Dear Bryan, &BD i D(S" 353©+

Attached is the updated C-102 that you requested for the Big Apple Federal #1.
We have already submitted an amended C-104 I have also enclosed a copy of
the topographical map for section 5, T 24S, R 24E. As shown on the
topographic map the south section line dips south from east to west. This is
also brought out when examining the planned surface hole and bottom hole
locations. The surface location is 685’ from the South line and the planned
bottom hole location was 660’ from the South line. According to the directional
company the planned bottom hole location was 96.5’ south of the surface hole
location. This distance was determined using US State Plane System based on
the NAD 27 NME grid. These measurements confirm that the South lease line
dips from East to West. Since the surface location is 15’ from the 660’ lease
line limit the only way for the bottom hole location to be both 96.5’ south of the
surface location and 660’ from the south line is for the south line to dip from
east to west.

The Big Apple surface location is 685’ FSL and 2140’ FEL. The surface hole
State Plane X coordinate is 506158.7’ and the Y coordinate is 451435.9”. The
proposed bottom hole location was 660 FSL and 1600 FWL with an X of
504646.9’ and a Y of 451339.4°. To determine the distance from the surface
location to the bottom hole location subtract the x and y coordinates. If we
subtract the planned bottom hole location from the surface location with the
sign convention that south and west are negative and east and north are
positive we get the following:

X displacement 504646.9’ - 506158.7’ = - 1511.8’ west of the SHL
Y displacement 451339.4° - 451435.9’ = - 96.5 south of the SHL

To determine how much the lease line dips to the west I normalized both the
surface and bottom hole location so that they were both 660’ from the south
line. I did this be subtracting 15’ from the SHL Y coordinate and then
calculated the east to west dip of the south lease line.



NADEL AND GUSSMAN PERMIAN, L.L.C.
601 N. Marienfeld, Suite #508
Midland, Texas 79701
(915) 682-4429
Fax (915) 682-4325
Normalize surface hole location to 660’ FSL. 451435.9’- 15’ = 451420.9’

South line dip calculation:

451339.4’ - 451420.9’ = 81.5’ south
1511.8’ west

(81.5° / 1511.8) * 100’ = 5.39’ per 100’

The above calculation shows that the south lease line dips 5.39’ for every 100’
from east to west.

ACTUAL BOTTOM HOLE LOCATION.

The last survey point from Ryan the directional company at 12279’ MD and
11959.5 TVD showed an azimuth of 358 deg, an inclination of .9 degrees and a
location of 80.17 ¢ south and 1525.61’ west of the surface location. The Big
Apple’s TD is 12,338’ MD. Using the last measured point the projected BHL is
78.71’ south and 1525.56’ west of the surface location.

The planned BHL was 660’ FSL and 96.5’ south of the surface location. Since
the actual BHL is only 78.01’ south of the surface location it is more than 660’
from the south line as shown below.

Distance FSL = 660’ + (96.5’ - 78.71’) = 677.79’ FSL
The correction for the south lease line dip is:

(1525.65-1511.8) / 100’ *5.39” = .747’ ~ .7’
Total distance from the south line = 677.79’ + .7’ = 678.490 ~ 678’ FSL

Distance from west line.

Planned BHL was 1600’ FWL and 1511.8’ ~ 1512’ west of the surface
location.

Actual location 1525.56’ ~ 1525.5’ west of the surface location

Actual Distance from west line
1600- (1525.5- 1512) = 1586.5 ~ 1587’ FWL
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MORROW BASE LOCATION

Morrow Base Location
Morrow Base 12,220’ MD
81’ South of SHL
1526’ West of SHL

Distance from south lease line
96.5 - 81.21 = 15.19’ north of planned BHL

Lease line dip correction
1526 - 1511.8 = 14.2 * ~ 14’ west of planned BHL
14’ / 100 * 5.39 = .75’ of dip
Morrow Base Location

660+15.19 + .75 = 675.94’ ~ 676’ FSL
1600’ - (1526’ - 1511.8) = 1585.8’ ~ 1586’ FWL

PERFORATION LOCATION.

Morrow perfs 111,614°- 11,618’ MD

11,614’ MD = 1535.187’ W of SHL (based on directional survey)
97.68’ S of SHL (based on directional survey)

Perforation distance from south line
97.68’ - 96.5’ = 1.18’ south of the planned location @
1600’ FWL

Lease line correction for dip

1535.187’ - 1511.8’ = 23.387’ further west than planned
23.387’ / 100 * 5.39 = 1.23’ of dip

FSL = 660’ - 1.18 + 1.23’ = 660.05’ ~ 660’ FSL at the perforations

FWL = 1600-23’= 1577’
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MORROW TOP LOCATION
Top of Morrow @ 11,456’ MD
From Directional Survey:

11,456’ = 100.69’ south of surface location
1538.13’ west of surface location

FSL = 660’ - (100.69 -96.5°) = 655.81° FSL if well was 1600’ from
west line

Dip correction (1538.13 - 1511.8) = 26.33’ west of planned SHL
26.33 / 100 * 5.39 = 1.42’ of dip

FSL = 655.81’ + 1.42’ = 657.23’ ~ 657’ FSL

FWL = 1600’ - (1538.13- 1511.8) =1573.7 ~ 1574’ FWL

As calculated the Big Apple bottom hole location and perforations are no closer
than 660’ from the south lease line. The Morrow top in the Big Apple is 657’
from the south lease line. In reviewing the NMOCD rules on directional well we
believe that rule 111.C. (4) applies in that the actual perforations are 660’ FSL
and 1577’ FWL which is orthodox and is within 50’ of the approved BHL (660’
FSL and 1600 FWL

Yours truly,

Togns 17 Cotects

Kem E. McCready
Operations Engineer

Nadel and Gussman Permian
432-682-4429 office
432-425-6347 cell
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Dpstriet) State of New Mexico Form C-102

1625 N. Dr., Hobbs, NM 882 . ;
Di :;rm" r Hobbs, »® Energy, Minerals & Natural Resources Departmexia ECEIVED Revised June 10, 2003
1301 W. Grand Avenue, Artesia, NM 88210 OIL CONSERVATION DIVISION (T ¢ 4 o Appropriate District Office
District T . ! State Lease - 4 Copies
—‘le Rio Brazes Rd., Astec, NM §7410 1220 South St. Francis Dr. oCP:ARTESBIA Fee Lease - 3 Copies
District IV Santa Fe, NM 87505
1220 S. St. Francis Dr., Santa Fe, NM 87505 B AMENDED REPORT
. WELL LOCATION AND ACREAGE DEDICATION PLAT
" API Number “ Pool Code ~ Pool Name
. 30-015-3304 73960 i Carlsbad; Morrow, South
"~ Property Code ~ Property Name " Well Number
. Brg Apple Fedeoral —
" OGRID No. v e Open'ator Name ” Elevation
155615 Nadel and Gussman Permian LLC 3669
'% Surface Location

UL or lot no. Section | Township Range Lot Idn Feet from the North/South line Feet from the East/West line County

0O 5 24-S 26-E 685 South 2140 East Eddy

I Bottom Hole Location If Different From Surface
UL or lot no. Section | Township Range Lot Idn Feet from the North/South line Feet from the East/West line County
N 5 24-S 26-E 678 South 1587 West Eddy

2 Dedicated Acres | Jointor Infill |1 Conselidation Code |- Order No.
S320wn2

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED OR A NON-
STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

7 OPERATOR CERTIFICATION

1 hereby certify that the information contained herein is true
and complete to the best of my knowledge and belief.

K E/M,rCrpc,///v

16

Printed Name

] v \ f e b

Title and il Address

Project ' i
(o [&/e 4
- ]~ {—} "SURVEYOR CERTIFICATION
\g C 1 hereby certify that the well location shown on this plat was
o
660 lotted from field notes of actual surveys made by me or
I PM{?EOI;%%EL -1 under my supervision, and that the same is true and correct
197 Fwl | 'itothebestofrrybelief
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