
June 5, 2013 

Chevron USA Inc. 
1400 Smith Street 
Houston, TX 77002 

Attn: Mr. Austin Brown 

Gentlemen, 

Office: 575-736-3535 

Post Office Box 210 
Artesia, New Mexico 88211-0210 

Certified Return Receipt 

The Allar Company 
PO Box 1567 
Graham, TX 76450 

Attn: Mr. John C. Graham 

RE: Well Proposal 
Madera 17 Federai1H 
330' FNL 380' FEL Section 17 
T-24S R-34E NMPM 
Lea County, New Mexico 

Regeneration Energy Corp. would propose the drilling of the above described well. Enclosed for 
your review is an AFE and replacement pages for the previously submitted JOA. We would like 

to schedule this well for the third quarter of this year. We would prefer to have a larger 
interest in this project and as such we would make the following offers to you: 

1. Carry you for a 50% interest in the drilling of the first well for an amount equal to 
$1,000.00 per acre times the net acres assigned to us (1/2 of your interest) with 
Regeneration receiving an assignment at your full net revenue interest. 

2. Purchase 50% of your interest at an 82.5% net revenue interest for $900.00 per net 
acre. 

3. Purchase all of your interest for $1,000.00 per net acre for your full net revenue 
interest. 

BEFORE THE OIL CONSERVATION DIVISION 
Santa Fe, New Mexico 

Exhibit No. 4 
Submitted by: CHEVRON U.S.A. INC 

Case No. 15,058 
Hearing Date: October 31.2013 



The BLM and OCD have now approved our Application to Drill at this location. 

Our offers are extended to you for a period of 30 days from the date of this letter. If you wish 
to participate with your full interest please sign and return the AFE and signature page to my 
attention. 

Additionally if Chevron would trade SO% of your acreage position to Concho, we would be 
agreeable to Concho operating and drilling this well. 

We went thru an extended discussion with Chevron previously and could never get anything 
finalized on the property and well proposal and as such if we do not hear from you within 30 
days we plan to go forward with a compulsory pooling for this well. If you need more 
information regarding Regeneration or the well proposal please contact me. 

Sincerely, 

Raye Miller 
President 



Authority_.:~~ ~xpenditure 

Regeneration Energy Corp 

PO Bo~ 210 ~~:_:_ l 
Artesia, NM 88211~0210 

Prepared By: J!ave Mille~---_ 

Description: 

Well: _[Madera 17 Fed 1H 

Footage: 1 330' FNL, 380' FEL 
Section: 

-t- ----
Jownshie:_ 

_ Ra_nj\e: 

County:~ 

State: ----+-- _ 

17 

24s-
~ 

34e 
+----

Lea 
NM' 

----->1,;-,;--;-~-;:-un: 5 1/2~ production csgwith plug/perf completion. 

T I 
TO: . Est. Days: :3odays drilling rig 

Intangible _.,Drilling Cos~s: 

-1--··---------
Jrer'!'!_t/ROW ____ ----~---
!Location Construct:.:i:.:o-"n+! __ 

~ -'[C~ndu~t~;/RH/M~f:l -~-
Drilling, WSU -~-~---

:Orilling O~y;..,ork, d @ 19000/d 
--~-~~: ~Tivi~b/Dem~~ - .. 

;Fuel 
1 

-~-
1Mud 

t Ch~;;;-i~als t 
-+ ··--<·-·---

_L\Yater 

Close_<!._!-oop Pkg -!.---
- ____ Solids/Mud OJ~~~~ _ 

Bits 
---- > 

;Tool Rental 
-~--~Motor Rental 

- Tc-;;-,;,mu~i~~tion Eqpt 
- ·--ro;~ectiona(services · · ·-

-~----- --t 

jMisc Re~_!__. 
(FishingS~rvices ~--

_ _j_ Mudlo~ging ___ ~ • 

lWireline/~()ggin_!L_ 
Cementing: 

---[Csg P~eii~~~fLaydo~n -~-

!TruckingTransportation 
!rank Rental -- ~ 
i ···------ --,-
JWellsite Supe~~si_<>~~~ 
I DP/DC Inspection ' 

. tw~~~~~--~-- ·······--
BOP Testing 

~ -· 'ildmin/6~~~head 
' t--

:Plug andAba~~o~ment 
Other 

:rotalloc: 
1' 

tJ~tangible Compl~tio;;-E;,sts: 
. -t- ---··-·-----· . ·- - --- -

; 
----·+ 

~ A~n_c!'_o_r:~(~~~ f>_~<:P 
:wsu . 

·-+·- .... J. _ 

_iBOP/Eqp~ R.~_nta __ I _____ ~-----:------~--
!Tank Rental 

---;Reverse__IJnit Pkg ----+--------
Water/Mud 1 

--Fiuid/soii,JS'f\e;;;~;.;n - --

---- -1~JIJiT;a-;;sp/~~c-T ~~_£~_ ~~-
-?~bing Testing 

:Packer Rental/Service 
. -~-Trucking/T~a~~p~rt~-tion ·-· 

=WireJin{!/P_erf_orating/togging 

.~.<=!~"!- ·+ 
Fracing 

_JCe;;;e-"~"!: 
rCoiled Tubing 
:wellsite Supervision , 

~--+Acl;:;;;-;;-~;;d-o;erh~ad- ~-

Misc. Rentals 
Misc. Services 

:rishing serviCes 

l,Roustabouts 
~Battery Construction 
Other 

-t--­, __ 

__ J. 

·Dry Hole 

15,(JQ_O_ 

155,000~ 

10,000 

0 

570,000. ~ 

80,000, 

160,000_ 
100,000 

s:ooo~ 
60,0oo' 

60,000~ 
120,000: 
140,000 

1gO,o:ao: _ 
75,000' 
zs,ooor~ -

325,ooo' 
---·- ·t· 
125,000, 

0' 

' 83,0001 
25,oool 

+-· 200,000, 

45,000 

50,000: 
10,000; 

67,50Q: 
25,000, 

5,0()0_ 

6,000~ 

___ 10,000, __ ~-
: 50,000 

100,000 

2,804,500' 
-. i 

~- _____ Q .... 
0 

0 
0 ;-------------- ------·--a~-

o: 
o,_ 
0 

o, 
0 

0 

0 
0 

0' 

0 
0 

0 

0 

0 

o, 
0 

0 
0 

0. 

_:_Completed~ 

25,oooT 

~~s,oooi_ 
10,000~---

0 

570,000 

80,000_-
160,000_ 

lOO,O()Q. 
5,000. 

60,000 

60,000: 
120,000 

140,000
1 

-

100,000 -~ 
75,_0<!0_~ 

-· - ~8_,000, 
325,000, 

. __ !25,000. 
0 

83,000_ 

25,000, 

200,000_ 
45,000_ 

50,000, 
10,000 __ 

67,500. 
25,000. 

5,000 

____ _!>_,_000~ 
10,000; 

0 --,--
100,000,_ 

2,764,500_ 

3,000 

_!0,000_ 

10,00{)~--
25,000; 
-15,ooo:----

183.oool 
300,000 

15,Q{)O. 
0 
0 

,-- -·- -- ---.....----------1-
75,000. 

175,000 ~ 

_l_~Q,Q~Q-
- 3,6__DO,OOO _ 

0 
60,000 __ . 

- 20,000~ 
10,0Q{)~ 

50,000 
100,000 

0 
10,000 

7S,_Q()O_ 
100,000 

:AFE No.: 2013-001 
~Date: 5-Jun-13 



Total ICC: 

·Tangibles:' 
- -- ---- i 

Conductor 0' @ 100/ft 

· ~s~~ici~s~ 900' 13.01/B"@ 41.42/ft 

__ ln!errr:>e_di~te Csg 52_Q(J:.J:?f!l_'' @l_~1.6 7 /ft_ 
Intermediate Csg 0' @ 0/ft 

-~ P~~duction csg ·o·· @ -0/ft i 
-------:Production Csg 13500' 5-1/2;'@ 35.15/tt 

~ Tubi~=~OQO' 2-7/B''@_-6.lBfft .. 
Float Eqpt, Etc. 

. w_ell_h__ea_ci_E_gpt 
_ _____ }acker Eqpt 

Other 

~-j,.;;~k~ 
--1--

t~<:_r_:l!e:ate_r ---+---­
' Separator/Stackpack 
~-------- -------
! Dehy/H2S Treater 

---1 ----------- ·+------

:Compressor 
---r---------l 

[Meters ~---
;Flowlines i 

:v~l~es/Fittings 
'Electrical-H;;,-kup 

Artificial Uft 

:Rad~/P~~i> 
Other 

j. 

0 

0 
0 

0 

0 
0 

0 

0 

0 
20,000 _ 

0 
s,ooo, 

25,000_ 

0 
o. 
0 

0 

0 

. 

0~---

0-

0 

0 

4,956,000, 

o· 
38,000; 

217,000 

0 

0 ' ______ __,__ ---------~-<-----~~--
475,000 

61,000' 

35,000~ 

35,000J 
0 

10,000: 

871,000 

75,000 

35,000 

35,000 

0 

0~ 
5,QOQ __ _ 

25,000 

.2!1'-000 ---
115,000. 

• _____ '!_ -- , __ 1_5_(),000:___ 
0 -,. 65,ooo: 
0 ' 25,000: ------+----...,__ ___ _ 

i 
628,000! ·---- .-~ 

! 
-----j----- t - ------ ------+-

--- ... __ To!a!_Costs: j j 2,829,500) , 9,2!~5_0~-------------

' --------------

___ j___ " ~ 
A_I'E is_an e;timate of expected costs,_ ,\~ual_costs incurr;d in drilling, completing and eqiJipP~~ ;y~l_,.,ju likely v~_iY fro_rl'\~FE: , ______________ _ 

Well participants agree to pay their share of the actual costs incurred in drilling, completing, equipping and otherwise making the 
well ready for p;o(J~ct;~~:----------- - - · · ---- · -- -- - - - ·- -- -- - -- - ·---- - • 

• T t 

Op~rator: Regenerati;fn Energy~o~ll___ ~----~~pE_r~v-;,~,:~1 -~-

····-····t· 

' ;t~J... 
~<:_C~f!lal W~~g_lnterest:_~=,;;:=== 
i . 

-1 
_[Approved:======--=== 

; Decimal Working Interest: 

' 

:~~i!e:1iifdr-s + 



Au!hcJrity for~Expenditure 

Regene!ation Energy Corp 

PO Box 210 

Artesia, NM 88211~0210 

,. 
Prepared By ~-"Haye _Mille~~ 

Well: 
' Footage: 

Section: 

.Madera 17 Fed 1H 

330' FNL, 380' FEL 

17 

+Township:. 

__ ) ~ange: 

._county: 

24s: 

34e 

State: 

- -~ -····-·· 
___ ~pri_l_l_~~:izo_nt~l weii_~0 __ Bont:: -~_pri~-~- Avalon ~~!:mation 

~>ian to ru~S,_l/2" productionc_sg ~ith plug/~erf com!Jie!ion. 

TD: 16300' MD Est. Days:~)O days drilling rig 

__ O_ry Hole ·completed 

lntangible__?rilling Costs: 

, Permit/RO\'J ; 

'Location Construction' 
; 

_ Co~~uctor/RH/MH _ . 

Drilljng, WSU 

:Drilling Daywork, d@ }9ggo/d 
l MobfDem;;i;~ 
1 Fuel . -· 

·Mud 

·chemicals 

.Water 

:Closed Loop Pkg 

. , Solids/Mud Disposal 
iBits ; 

IT~ol Rent~i 
, Motor Rental 
+--- ~ 

~Commun~_ti_on ECjPt.;_. 
:Directional Services · 

.• Mise Rental·~ 

, Fishing Services 
-+ ------ ----
: Mudlogging 

~ - ~I;Vjrelint:/~~gging 
__ ~ Cem~r:-~i-~gL __ . , 

, Cs~_Pr.ep/Crew/Laydown 

... ; TruckingTransportatio~ 
:Tank Rental 

~t 

;~-~-~-~~~~~ Superyision 
DP/DC Inspection 
Welders 

BOP !~sting 

1Adminjl:)verhead L 
Plug and Abandonment 

--+ ·- ·; 
'Other ' -+ -- j. 

' 'TotaiiDC: 

Intangible Completion Costs: 

.; 
_ ; ~nchors/Loc Prep 

.wsu 
'soP/Eqpt Rental 

, Tank Rental 

'Reverse Unit Pkg 
Iw;!~ZM~---
Fiuidtsolids Removal , 

--1-----~----·--·- 1 
. ~Kiii/Transp/Vac:rruck j 

;Tubing Testing i 

, Packer_~"."talfSt:(ViCe ~ 
Trucking/Transportation 

'Wireline/Perforating/Logging 
·:Acidizing · · 

~ Fraci~g 
Cementing! 

~ ~ c~i I ed_T~bl ~g 
;Wellsite Supervision 

Admin and Overhead 

Misc. Rentals -. -~--- -----
Misc. Services 

-·····-··-----------··· 
Fishing Services 

., Roustabouts 

Battery Construction 

Other 

15,000 

155,00oi 

10,0001 
0: 

570,000 

25,000 

155,000 

10,000; 

j~- ~--aa:oii_o;_~ 

o, 
570,000 

8o,ooo1 

160,000: 
100,000

1
• 

160,000' 
ioo,oao· 

5,000 
60,000: 

60,000~ 

5,000, 

60,000, 

60,000, 

120,000, 

·' 140,000 
100,000, 

·· 75,ooo: 

120,000 

140,000 

100,000! 
iS,-Oooi 
28,0001 

;~:32s,ooof 
28,000 

325,000; 

125,000; 
0, 

B3,000j 

25,000 

125,0001 

0 
~ ~ ! 

... 83,0001 
25,000! 

200,000; 

45,000 

~ 5o,ooo: 
10,000 

67,5ool 
25,000e 

5:oo( 

·t 

2_~0,_(JOO: 
45,ooa. 

50,000~ 

10,000_ 
67,500 

25,000; 

5,000, 
6,000: 6,000' 

1o,ooo·· :LD:-ooo , __ 
-----------, t ----1-

SO,OOOt , O· 
--------+------------,-------.--

100,000~ + ~oa,oa,o, 

' ·-····-t 

2,804,500; 

Of 

0 
0 

1 

2,764,500 

_ _3,000,_ 

3Q,QOO., 
10,000 

... --'!L-~-~- --·--~·220. 
0 15,000. 

.. - .. ______ a, ___ ._.j _ _]~3,ooo 

---t 

---~·~---~. t 300,000; 
a. : 15,ooo 

·--- 0~-
0 

0 

0 
0 

0 

0 a: 
0• 

0 

0 

0 

0 

o, 
0 

0 

0 

75,000~ 

175,000 

100,0~0. 

3,600,000, 

0 

60,000 

·- zo,ooO[~ 
1o,ogo~ 

5_0,0,()0~ 

100,000, 

0 
1 

10,000~ 

75,()00; 

100,000,. 

AFE No.: 2013~001 

Date: S~Jun-13 

r 
I 

_, 

l----

f---



btaiiCC: 

. tTangibles: 
T - ·---.., 

, Conductor 0' @ 100/ft 
,.Surfac~ Csg 900' lJ-3/S"@ 41.4.2/ft 
t- ----- ·-·· --- .. 
:ln_termediate Csg 5209:_!1:5/8" @, 41._{)7/ft 
Intermediate Csg 0' @ 0/ft 
Production Csg 0' @ 0/ft 

.:.__;Prod~~tion Csgl3500;~·1/2"@ 35.15/ft 

,Tubing 9000' 2-7/8"@ .. f>.:78/ft 
, Float Eqpt, Etc. 
Wellhead Eqpt 

'Packer Eqpt 

Other 

Total Tangible: 

j-- -

Lease and Production Equipment: 
! - ----- ·-- . 

Tanks 
. Heater Treater 
; Separator/Stackpack 

--;Dehyf~__2S T~~~ter 
__ ,S:_?~presso,r 

Mete~_ 1 
Flowlines 

: ~?lves/Fitti nSs 
Electrical Hookup 

1
Artifidal Lift 

'Rods/Pum~ 
Other 

__ )otal Leas~/Productio~ Eqpt: 

' 
. '!Total Cost~: 

' . 

0 

0 

0 a:-
o, 
--~--

0 

0 

0 
·r--

0• 
20,ooo' 

0 
5,000 

.;. 
2s,p_oo __ 

0_;_ __ 
0 

0 

0 
0 

0 
0 
0 

·-a·· 
a·· 
0; 
o' 

-i·· 

4,956,000; 

0 
-+--

38,000: 
217,00_0, 

0 
0 

475,000: 
61,000_ 
35,000_ 
35,000,_ 

0· 

10,000_ 

871,000~ 

---+ 
75,000! 

----- ·-j··-·· 

3~,Q~O~_ 
3S,OOOj_ 

Ol at··--
-~-----~-----

5,000 2s:oooT-· 
j-8.oo( 
115,000, 
t5a:OW 

;. G5,000~_ 
25,00~ .. 

' 
-·f 628:~~-

--L-------- --~---
___ 9,219,5oo~_ 

----\ 

.) 
l 

' t---

. -- ----- --~- ---~------ .. 
AF~ is an estimate of_exp~ctedcosts. Ac~ll_~lcosts.incurred in drilling, completing and_f!quippi(lg \1/e_ll willlikely_va!:Y._from AFE .. 
Well participants agree to pay their share of the actual costs incurred in drilling, completing, equipping and otherwise making the 
we!! ~ea~_Y for Prod~cti_o~- .: - --- ;·--------~ . . ------ -~ _- -·-_:-r· --- .:· ---I= -i --- ~ . 1- -~+~- ~ _ 

· jAp;;;~~~~c -~f.~ .. ·jT~ie~~ ry~ dcr{nt 
~- ' 1 - --- l. -·-·· :, 1 1------
.Decimal Working Interest: .m !Date: l..PTS /13 ! 

Operator: Regeneratio!n Energy Corp 

1 -- ·- -- ..... ... . 1 ··~ 

Partner: :ntle=--,----======= 
' --1 -- ----~------.---- •. ..L 

; Decimal Working Interest: 



A.A.P.L. FORM 610- MODEL FORM OPERATING AGREEMENT- 1982 

A. Designation and Responsibilities of Operator: 

ARTICLEV. 

OPERATOR 

_____________ _..R,e,g._.e,_,n"'era=ti.,o,nCJE.,n_,e.,_r,.g,_v.,C"'o'"rp.,.~----------------shall be the 
Operator of the Contract Area. and shall conduct and dm.•ct and have full control of all operations on the Contract Area as penniued and 

required by, and within the limits of this agreement. ll shall conduct all such operations in a good and workmanlike manner, but it shall 

have no liability as Operator to lhe other parties for losses sustained or liabilities irn:um:d, except such as may result from gross 

I 0 negligence or willful misconduct 

II 

12 B. Resignation or Removal ofOperat()r and Selection of Successor: 

13 

14 1. Resignation or Removal of Operator: Operntor may resign at any time by giving written notice thereof to Non-Operntors. 

15 lf Operator terminates its legal existence, no longer owns ;m interest hereunder in the Contract Area. or is no longer capable of serving ~s 

16 Operator, Operator shall be deemed to have resigned without any action by Non-OpemloJS, except the selection of a successor. Operator 

17 may be removed if it fails or refuses to carry out its duties hereunder, or becomes insolvent, bankrupt or is placed in receivership, by the 

18 affirmiltive vote of two (2) or more Non-Operators owning a majority interest based on ownership as shown on Exhibit "A" remaining 

19 after excluding the voting tnterest of Operator. Such resignation or removal shall not become effective until 7:00 o'clock A.M. on the 

20 first day of the calendar month following the expiration of ninety (90) days after the giving of notice of resignation by Operator or action 

21 by the Non-Operator.; to remove Operator, unless a successor Operator has been selected and assumes the duties of Operator al an earlier 

22 dute. Operator, after effective date of resignation or removal, shall be bound by the terms hereof as a Non-Operator. A change of u cor-

23 porate name or structure of Operator or transfer of Operator's inten:st to any single subsidiary, parent or successor corporation shall not 

24 be the basis for removal of Operator. 

25 

26 2. Selection of Succes.c;or Operator. Upon the resignation or removal of Opemtor~ a successor Operator shall be selected by 

27 the parties. The successor Operator shall be selected from the parties owning an interest in the Contract Area at the time such successor 

28 Opcrntor is selected. The successor Operator shall be selected by the affinnative vote of two (2) or more parties owning a majority interest 

29 based on ownership as shown on Exhibit "A"; provided, however, if an Operator which has been removed fails to vote or votes only to 

30 succeed itself, the successor Operator shall be selected by the affinnative vote of two (2) or more parties owning a majority interest based 

31 on ownerShip as shown on Exhibit ''A" remaining after excluding the voting interest of the Operator that was removed. 

32 

33 C. Employees: 

34 

35 The number of employees used by Operator in conducting operations hereunder, their selectK>n, and the hours of labor and the 

36 compensation for services perfonned shall be determined by Operator, and all such employees shall be the employees or Operator. 

37 

38 D. Drilling Contrac~s: 

39 

40 All wells drilled on the Contrnct An:a shall be drilled on a competitive contract basis at tl>e usual mles prevailing in the •=· If it so 

41 desires, Oper.nor may employ its own tools and equipment in the drilling of wells, but its charges therefor shall not exceed the prevailing 

42 rates in the area and the rate of such charges shall be agreed upon by the parties in writing before drilling operations are commenced, and 

43 such work shall be performed by Operator under the same terms and conditions ns are customary and usual in the area in contracts of in-

44 dependent contractors who are doing work of a similar nature. 

45 

46 

47 

48 

49 ARTICLE VI. 

50 DRILLING AND DEVELOPMENT 
51 

52 A. Initial Well: 
53 

54 On or before the 30th 
55 oil and ~as at the following location· 

56 

57 

day of __ ,S,_ep"'t"'e"'m,_,be='-- . (rn1r1 ~.Operator shall commence the drilling of a well for 

~~·~r f-'ll~1b1H 
~ection 1'f"'f-24S~-34E 

58 and shall thereafter continue the drilltng of the well wtth due diligence to 

59 Test the Bone Spring Formation 

60 

61 

62 

63 unless granite or other practically Impenetrable substance or condition m the hole, which render.; further drilling imprn.cticnl, is en-

64 countered at a lesser depth. or unless all part1es agree lo complete or abandon the well at a lesser depth. 
65 

66 Operator shall make reasonable tests of all formations encountered dunng drilling which give indication of containing oil and 

67 gus in quantities sufficient to test, unless this agreement shall be limited in its application to a specific formation or fonnations, in which 

68 ~::vent Operator shall be required to test only the fonnation or formations to which this agreement may apply 
69 

70 

. 4-



EXHIBIT"A" 

Attached to a made a part of that certain Joint Operating Agreement dated 
July 10, 2012, by and between Regeneration Energy Corp., as Operator, and The Allar 

Company, et al, as Non-Operators. 

I. CONTRACT AREA/DEPTH RESTRICTIONS: 

Township 24 South, Range 34 East. N.M.P.M. 
Section 17: ALL 

Township 25 South, Range 34 East. N.M.P.M. 
Section 11 : S/2 
Section 12: ALL 
Section 13: NE/4, E/2NW/4 

II. NAME, WORKING INTEREST PERCENTAGES, AND ADDRESSES OF THE 
PARTIES FOR NOTICE PURPOSES: 

Regeneration Energy Corp. 
P.O. Box 210 
Artesia, NM 88211-0210 

The Allar Company 
PO Box 1567 
Graham, TX 76450 

Chevron USA Inc. 
PO Box 2100 
Houston, TX 77252-2100 

Working 
Interest 

.125 

.125 

.75 

Ill. OIL AND GAS LEASES SUBJECT TO THE AGREEMENT: 

Federal Lease Number: 
Lease Date: 
Lessor: 
Lessee: 

Federal Lease Number: 
Lease Date: 
Lessor: 
Lessee: 

NM113418 
March 1, 2005 
United States of America 
The Allar Company 

NM 113419 
March 1, 2005 
United States of America 
The Allar Company 


