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Pecember 27, 2013

HAND-DELIVERED

Jami Bailey, Division Director
il Conservation Division

| 220 South St. Francis Drive
Santa Fe, NM 87505

Re:  Chevran US.A. Inc. )
Bell Lake 18-23-34 #1H (“Bell Lake™)
S/2N/2 of Section 18, T23S8, RIJE, NMPM, Lea County, New Mexico

Dear Mr. Bailey:

_ The purpose ol this fetter is to pratest, on behalf of Endurance Resources, LLC,
our client, the drilling of the above-relerenced well proposed by Chevron U.S.A. Inc.

Itis our understanding that Chevron hus moved a drilling rig onto a focation to
drill an cast/west horizontal well in the 822N:2 of Section 18 with apparent intentions to
cammence dritling of the well 1o the Bone Springs tormation. To our knowledge no
permission has been obtained for a non-standard spacing unit nor has Chevron pooled the
acreage dedicated to the proposed spacing unit.

Today Endurance Resources, LLC will file an Application to Derll its Smrt.astcr
I8 Fed 44 well with the Burcaw ot Land Management proposing to diill the well
dedicated to an E/2E/2 of Section 18 spacing umit, and drilled to the Bone Springs
formation. A copy of that application is attached hereto.

Leaschold and mineral ownership for Scetion 18 is as follows:

N/2 of Section 18

1} Chevron- 41.9075% WI

2y Ray Westall- 4.04625% WI

3} Randall [Hacris-4.04625% Wi

4} Tritex Energy A LP (Endurance)-20.937917% W]

5)  Unleased Mincral Interest Owners-28.045833% ‘ ;; 7




S ot" Section |18

1y BTA Oil Producers LLC-100% WI
"The reasons for opposition to the proposed well include:

1} Endurance’s interpretation of Chevron’s proposed cast/west lateval in the §/2
N/2 of Section 18 is that the well will be an economic tailure at the praposed $ 9.8
million AFE (less than 15% ROR).

2} North/south laterals in-this part of the Bone Spring trend outperforin cast/west
laterals where pay thickness equivalent is the same by 30% or more, due to the
intersection of natural fractures and alignment with the stress regime,

3) - A northysouth lateral in the E22E/2 of Scction 18 will encounter substantially
more pay in the 2™ Bone Spring target interval than the Chevron proposed east/west
tatera! in the S/2N/2 of Section 18. ‘

4). Endurance estimates that 200-300 MBO of recoverable reserves will be
wausted by an East-West well. This affects alt owners in the project. including the State of
New Mexico royalties.

5) Endurance has considerable experience in Bone Springs exploration.

The owners of the Ruy Westall, Randall Harvis, and BTA support the Endurance
proposed well and will participate in the drilling of the Starcaster [8 Fed 4H for the
toregoing reasons.

Finally, we request that the Oil Conservation Division order Chevron to suspend
any drilling of its proposed wel!l until all parties can be heard at hearing to detenmine
whicli of the opposing proposals should be adopted in the best interests of conservation of
oil and gas resources underlying Section 18,

I
\

Thank you for your prompt attention to this matter.
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Enclosures: As stated
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December 30, 2013

VIA HAND DELIVERY

Ms, Jami Bailey, Director

Qil Conservation Division

New Mexico Department of Energy,
Minerals and Natural Resources
1220 South St. Francis Drive

Santa Fe, New Mexico 87505

Re:  Protest of Endurance Resources, LLC to Chevron U.S.A. Inc.’s Bell Lake 18-
23-34 1H Well

Dear Ms. Bailey,

This letter is in response to the protest letter filed with the Division on December 27, 2013, by
Endurance Resources, LL.C (“Endurance”).

In its letter, Endurance represents that it owns approximately 20.94% of the working interest in -
the N/2 of Section 18 through Tritex Energy A LP. Chevron U.S.A. Inc. (“Chevron™) currently
owns 41.91% of the working interest in the N/2 of Section 18 and has proposed to drill a
horizontal well -from west to the east in the 8/2 N/2 of Section 18. Endurance objects to the
orientation of the well,

Enclosed with this letter is the Division approved APD for Chevron's proposed well. Chevron
owns an interest in each tract in which any part of this proposed well will be located. See
NMAC 19.15.16.15(A). :

In addition, on or about November 12, 2013, Chevron sent well proposal letters to the working
interest owners of record in the S/2N/2 of Section 18, including Tritex Energy. No competing
~well proposal has been received by Chevron from Tritex Energy, Endurance, or any other
purported working interest or mineral owner in the subject acreage.

On December 12, 2013, Chevron filed an application for pooling the S/2N/2 of Section 18. The
Division has set the apphcatlon for hearing on January 23, 2014.
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HOLLAND&HART. E December 30, 2013

Page 2

Chevron has had a rig schedule for this well for some time and plans on spudding the well today.
Any concerns Endurance has with this proposed well can be addressed at the scheduled January
23rd hearing, once Endurance demonstrates that it has standing in this matter. Given the above
reasons, the diligence with which Chevron has pursued voluntary pooling for its proposed well,
and the fact that Endurance has yet to submit any competing development proposal to the
working interest owners in Section 18, Chevron respectfully requests that you d_x Endurance’s
request to suddenly suspend Chevron’s approved drilling permit.

Sincerely, . j
»

Michael H. Feldewert

cc. Gabe Wade, Attorney for the Division
Ernest L. Padilla, Attormey for Endurance Resources, LLC



Form-101

D e . Hobon 4240 State of New Mexico Augun 1. 290
vttt Energy, Minerals and Natural Resources Perri 170410
Plikbionlylaiormf it 4N Oli Conservation Division '

1600 Ric Brazrs Rd., AT, N §T410 1220 S. St ancls Dr-

PhoneiB05) 304-01 78 Fax(505; 334-0170

Santa Fe, NM 87505

Districtiv
1320 6. 5t Feuncts Dr.. Sama Fa, M 87808
Phone 508} 476-3470 Fexc(80E) 470-3482

APHJCATDNF(RFWTTDMREENTE{DMWK@RADDAM

1. Cpacator Nawe and Addiys 2. DGRID Nuymbes
CHEVRONU SAINC 4323
Min: Sandy Slagman-Daniel 3 AP| Numbw
Houston, TX 77242 30-025-41481
4. Frogenty Cogs & Propany Neme - © Well Ho.
40209 I BELL LAKE 18 23 14 . 001H
1. Surtece Location
[ T Sedlos Tovwenship Range Lot 1gn Fabl From N/E Line Fasgl Fiom £ Lins Cauny
I E I 18 ] 238 l JE ] . 2 I 2260 ] N I 130 ] W I Lea ]
- . Proposed Bottnm Hole Location ;
UL - Lot Baction Townshlp Renge Lot ign Fasl From WG Una Fesl Fom E/W Lina County
l H I 18 l 233 ] E | H I 2200 | N 330 l E l Lea T
8. Pool Information
[BELL LAKE;BONE SPRING, NORTH [ 5150 ]
Additional Well informabion
11. Wom Typa . 12, Watl Typs 13, Cable/Rotary 14, Lasia Type s 18 Omund Lavel Elevetion
NewWeli it Privals 525
T Muttple i 1T. Aposed Depth H. Formation 19, Conwacior - 20. Spud Dete
N ! 14817 Bone Sgring
Depth to Ground waler Pistance Hom nesns fesh witar wall . Distencm 10 neavest wuriacy wilw
CWe will be using B CIoRed.10op ayalem i Hau of Lred pits
21, Proposed Casing and Cofnent Program :
Trre Hala Bize Caving Bizs_ Cosing Waighth Batting Dagth Saga ol Cament Estimaied TOC
Surnt 175 13.375 48 1060 1050 0
i) 12.25 p.a2s 40 5020 1138 0
Prod 8.78 55 . 17 . 14917 2D00 450

__Casing/Camant Program: Addttional Comments
THERE WILL BE A PILOT HOLE - 8.75, SETTING DEPTH 11,000. AN OPEN HOLE CEMENTED WHIPSTOCK WILL BE UTILIZED W2 78 TALLPIPE TO PLUG THE PIOLOT HOLE
AFTER EVALUATION. TASL PIPE WILL BE CEMENTED IN PLACE FROM PILOT HOLE TD OF 11,000° TO 50" ABOVE DETERMINED KOP. LATERAL WILL BE AN OH PACKER
COMPLETION (NQ CEMENT) FROM TD TO END OF CURVE (%-10.760") THERE WILL BE A STAGE TOOL AT THE END OF CURVE TO CEMENT BACK UP TO 500" INSIDE
INTERMEDIATE CASING. :

22. Proposcd Blowout Prevention Program
Trb Woslng Presium Tast Pressury Memyiscigres
Double Ram 5001 5000 LT3
23. | hereby cartty that the Information given above Is true and complate lo the besl of my QIL CONSERVATION iVISION '

knowlecge end vellef.
| further certity | have complied with 19,15,14.9 (A) NMAC ¥ andior 19,15.14.9 (B) NMAC

R, it applcadle.

Signalure:

Printad Heme: Elecironically filad by Denise Pinkerton - Approved By Paul Kautz

Thie: Reguiatory Specialist Tit: Gaojogis!

Email Addeaw. feakeid@chevion.com Appraved Dare: 111372013 - | Expieation Date: 11/52015

Dwte: 11472013 [ Phene: 432-507-7375 Conditons of Approval Attached




Fom C-102

%’M Dx,, Mobba, NM S8240 staEOf New MeXIco August 1, 2011
Phonwd875) X95.0181 Fex:(B78) 190720 - Enarlg: ” Mlne'als and Nat"'ml Resources Paenil 178410
Pranai$701 7401783 P75 7483720 Oll Conservation Division

m“m.‘m: ‘7419 1220 S. St Francis Dr.

Phong:t505) 334.5178 Fax(B08) 3348170

Santa Fe, NM 87505

Ristrictiv
1220 5. &1 Fanthy Dr., Sants Fu, HA 07008
Phone 5081 4703470 Faw(00B) 470-8402

WELL LOCATION AND ACREAGE DECICATION PLAT

1. AP| Number i. Popol Code % Poul Hema

30-028.4 1481 5150 HELL LAKE.BONE SPRING. NORTH
4. Propecty Code 8. Propsrty Noms ©. Yrall Mo,

40209 BELL LAKE 1823 34 001H
7. QGRID Ka. 1. Oparaics Name B. Elevation

4323 . CHEVRON U SAINC . 3525

10, Syrince Location

UL - Lot Seaion Tawnahip Range Lad ldn Fael From HB Line Fesi From EW Line County

E 18 233 ME 2 2290 N 330 w Lea

. 1. Botiom Hole Locetion f Different From Surtace

UL - Lot Saclion T owrahip Range Lot idn Fasl From S Lina Foul From EW Ling County

H 18 235 ME 229¢ N 330 £ Lea
12. Dadlcatad Acrgs . 13. Joini o Ieflll td. Comolidsilon Code i 18 Ordae No.

1521
HO ALLOWAB) E WitL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED OR A KON-STANDARD UNTT HAS BEEN APPROVED BY THE DIVISION

QPERATOR CERTIFICATICN

{hire by owrttly thal e infomsation poutained harein is bue and sompiata fo the desl of Ay kmowiedge and bellad, une thal thin
OIDENITARON NI Dwhy B weiwiting intesaal or unisssed minerd interasl In ihe tand inclucing the propossd botiom kofa iocetion(s} or has
A Aigh fo aritl ln well of this - fto# with sn owast of szl 8 mineret or working inferesl, or (o 8 voluntery pooling
a tor s trory pocling Grcar irnralofore enlaned bir the division.

E-Signes By: Denise Piakerion
Thia: . Reguiatory Speclallst
Dal: 1472013

SURVEYOR CERTIFICATION
{areby osdity tha! e wail locsiion shown on Mis plat was piotted from Reld okt of $Ciusl Roveys made by me or under my superision.
i Wl the sime it it and coesecd 1o the bual of my Betiel.

uwveyeddy:  RONALDEIDSON
Date ot Bunvey: aM7ro13
Coentficals Number 3239




(strict |
1628 N. Franch Dn.. Hobbs, NM 83740
Phonw(5T0) 393-0181 Fux{BT0) 393-0720

se)
#H1 9. Fit Bt artecks, KM 43210
Phonw:FST2) T43.1783 Fax(ST9) 1439720

iatrictilt
1200 Ric Braxos Rd., Aziee, NM 87410
PronetBO8) 3268178 Fax(008) 2346170

1224 B. Bt Farinls Or,. Sants Fe. MM 87806
Phona {BOR) 47634 70 Rax(208) 478-3402

State of New Mexlco Fom APD Gommane
Energy, Minerals and Natural Resources Pt 110410
Oll Conservation Division
1220 S. St Francis Dr.
Santa Fe, NM 87505

PERMITCOMMENTS

Ocernicn N3me and Addram:
CHEVRON U 8 AINC14323)
Attn: Sandy Stadman-Daniat
Houston, TX 77262

APt Number:
30-025-41481

Wall: |
BELL LAKE 18 23 34 #001H

Crestad By Comenent

Commini Dats

DPINKERTON PLATS AND RIG LAYOUT INFORMATION WILL BE HALED IN TODAY. 10312013




District)
1828 N. Franch O., Hobbe. MM 01240
Phonw(578) 393-0101 Frc(878] 3930720

Risuicti
N11-8. Finst BL, Attasts, KM 89210
Phone{STE) 748120 Fax:(73) 7480720

Rixtnct i
1500 RIo Brezcs RA., Aziec, KN 87410
Prone:i0R) 334517y Fax{80s) 3346170

1220 5. 54 Frands O, Gants Fe, NM BT80D
Phone150L) 4T0-34 70 Fax (BRE) £T0-3402

Fotim APD Condhtiom

State of New Mexico
Energy, Minerals and Natural Resources ' Pasmit 178410
Oll Conservation Division '
1220 S. St Francis Dr.
Santa Fe, NM 87505

PERMET CONDITIONS OF APPROVAL '

Opmator Keme and Addms: AP Humber,

CHEVRON U S A ING [4323} 30-025-41481

Alin; Sancy Stedman-Caniel Well:

HOUSION, TX 77252 BELL LAKE 16 23 34 001H
och Condlion
Reviewsr

pkavt Wil ryquire a difectional survey with the C-104

pkavt. Once the well is spud. to prevant ground walsr contamination through whole or partial concults from the lurrlco the operator shall drill withow! interruplion through the

fre3h water Zone orzones and shall iImmedigtely ast in coment the water protection siring _




PADILLA LAW FIRM, P.A.
STREET ADDRESS
1512 ST. FRANCIS DRIVE
SANTA FE, NM 87505

TELEPHONE ) MAILING ADDRESS . FACSIMILE
505-988-7577 P.O. BOX 2523 505-988-7592
SANTA FE, NEW MEXICO 87504-2523
EMAIL ADDRESS

patillalpwirgwestoffve net

December 31, 2013
Vi4 EMAIL

Jami Bailey, Division Director
Oil Conservation Division
1220 South St. Francis Drive
Santa Fe, NM 87505

Re: Chevron U.S.A. Inc.
Bell Lake 18-23-34 #1H (“Bell Lake”)
S/2N/2 of Section 18, T23S, R34E, NMPM, Lea County, New Mexico

Dear Mr. Bailey: .

We have received a copy of the letter dated December 30, 2013, to you from Mr.
Michael Feldewert on behalf of Chevron. Mr. Feldewert’s letter omits facts that are very
relevant to the issues that we brought to. your attention by our December 27, 2013 letter
to you.

First, Mr. Feldewert’s letter states in part:

“No competing weil proposal has been received by Chevron from Tritex Energy,
Endurance, or any other purported working interest or mineral owner in the
subject acreage.”

Because Endurance Resources LLC (Tritex Energy A LP is an affiliated entity)

has been actively leasing in Section 18, it had formulated a proposal to drill a north/south
oriented well in the E/2E/2 of Section 18. Randall Harris, one of the interest owners in
the N/2 of Section 18 received Chevron’s well proposal on November 15, 2013. He
transmitted the proposal to Endurance Resources. On November 20, 2013, Endurance
Resources principals immediately set up a meeting with Chevron, and then, together with
Mr. Harris, met with Chevron personnel in Houston to present their E/2E/2 proposed well
to Chevron. On November 20, Endurance submitted to its AFE to Chevron. In fact,

- Endurance Resources has submitted its AFE to all working interest owners affected by its
proposal, and all have agreed in principal. Chevron, through its personnel at the
November 20 meeting, did not respond to the proposal or the AFE, so Endurance, again
submitted its proposal to Chevron’s higher management.



As a consequence, we can only surmise that Mr. Feldewert was not given the full
version of the communications that have occurred facts between Endurance Resources
and Chevron relative to the drilling of a well in Section 18.

Mr. Feldewert’s letter transmits Chevron’s C-102 for its proposed well. Sections
14 and 15 of the C-102 are not filled out. No code was specified for Section 14 of how
the various working interests or unleased interests were consolidated or force pooled to
dedicate the interest to the proposed spacing unit. Section 15 of the form requires the
Division’s order for a non-standard spacing unit which is required in th]S case; there is
none stated on the form. :

To date Endurance Resources has not received notice of the proposed hearing
scheduled for January 23, 2014, as mentioned in Mr. Feldewert’s letter. We suppose that
the notice of the hearing has been geared to give oniy the mimmum 20-day notice.

In this case Endurance Resources has reached out to Chevron and has shown good
faith in proposing its well to Chevron. It presented its geologic conclusions and
supporting data, based on its significant experience in drilling Bone Springs wells, and an
AFE which is approximately $2.8 million less than the Chevron AFE which is slightly
short of $10 million. On the other hand, Chevron has sent out a minimal proposal and
has exhibited a take it or leave it attitude.

Chevron’s application is premature. For one thing, there is still about 28% of
unleased acreage in the N/2 of Section 18. Because of the prematurity of Chevron’s
actions in this instance, we view their action of spudding and commencement of a well as
an'intentional trespass, therefore, in bad faith.

Accordingly, we renew our earlier request that drilling of the well be suspended
until a hearing is held in this matter.

Very truly yours,
Emest L. Padilla
Ei'\’NEST L. PADILLA
ELP:jbg .‘
¢: Endurance Resources, LLC

Michael Feldewert, Esq.
Gabe Wade, Esq.



