JAMES BRUCE
ATTORNEY AT LAW

POST OFFICE BOX 1056
SANTA FE, NEW MEXICO 87504

369 MONTEZUMA, NO. 213
SANTA FE, NEW MEXICO 87501

(505) 982-2043 (Phone)
(505) 660-6612 (Cell) -
(505) 982-2151 (Fax)

jamesbruc@aol.comn

June 19, 2014

Via e-mail and U.S. mail

Sheila K. Mallory -

Deputy State Director (Minerals)
Bureau of Land Management
301 Dinosaur Trail

Santa Fe, New Mexico 87508

Re:  BTA Oil Producers, LLC
SWD conversion of the 9418 JV-P Vaca Draw Well No. 1

Section 10, Township 25 South, Range 33 East, NMPM
Lea County, New Mexico

01l Conservation Division Case No. 15159

Dear Ms. Mallory:

BTA is in receipt of your letter to the Oil Conservation Division, dated June 12, 2014, objecting
to the conversion of the above well to salt water disposal. BTA proposes to pay the BLM for
potential lost royalty income from the well, should the referenced application be approved by the
Oil Conservation Division, in return for the BLM withdrawing its objection.

The well 1s currently producing at low rates from the Wolfcamp formation. Attached are a
decline curve analysis of remaining economic reserves from the well (Exhibit A), a current
monthly cash flow report (Exhibit B), a current Lease Operating Statement (Exhibit C), and a

calculation of royalties which will be due in the future to the United St %Ex\hﬁ;k_)_,lﬂthew-——m
BLM accepts this agréement, BTA will pay this amount immediately upon approval of the
conversion by the Oil Conservation Division. .

The reason BTA desires to convert the well to injection is that it is drilling horizontal Bone

Spring wells on the same lease (NM 97153). The wells currently drilled or planned are as
follows:

01l Conservation Dw? ng
Case No. ?
Exhibit No. 7



Well Name API No. Well Unit

9418 JV-P Vaca Draw No. 2H 30-025-41621 E/2E/2 §10-25S-33E

9418 JV-P Vaca Draw No. 3H 30-035-41622 W/2E/2 §10-25S-33E
9418 JV-P Vaca Draw No. 4H 30-025-41623 E/2W/2 §10-25S-33E
9418 JV-P Vaca Draw No. 5H 30-025-41624 W/2W/2 §10-25S8-33E

These wells produce (or will produce) substantial volumes of water which, abge
well, will have to be trucked off lease and injected at a cost of approxiryte y $6.00/barr€l of
water. An injection well will substantially reduce operating costs for the Bdge Spring wells,

making them more economic and extending their productive lives.//(ttached as Exhibit E 15~
disposal cost information. '

In addition, BTA is currently trucking an average of 30 loads of water per day from the initial

Bone Spring well. This heavy use of the surface will be eliminated if an injection well is
approved.

Please contact me, or Pam Inskeep of BTA (432-682-3753; pinskeep@btaoil.com), if you have
any questions.

Thank you for your consideration of this request.

Verysruly yours,
apy
LAl /\w/{(((’ ¢
ames Bruce

ttorney for BTA Qil Producers, LLC

cc: Joseph Galluzzi (BLM)
Pam Inskeep (BTA)
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Date: 6/19/2014

Rate /Tlme G ra ﬁﬂect: C:\Users\TWohlfahriDocumentstHS\PowerTools\Projects v9.2\Vaca Draw 1 Production_updated_6-14.mdb
Time: 10:24 AM

Operator: BTA OIL PRODUCERS LLC

Lease Name: VACA DRAW 9418 JV-P (1)
Field Name: JOHNSON RANCH

County, ST: LEA, NM
Location: S25 £33 10 C NE SW
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BTA Oil Producers

104 S. Pecos

Midland, Texas 79701
Office:; (432) 6823753 Fax: (432) 683-0325

Re: 9418 JVP Vaca Draw #1
API: 30-025-33639
Economic Analysis

Mr. Ingram,

The economic analysis on the Vaca Draw #1 was performed on a decline curve basis using the prior
twelve month average for lease operating expense and lease product prices. No price adjustments or
escalations were applied. The gross lease product prices were determined by dividing the gross revenue
by the gross sales. The PowerTools model accounts for taxes. A load of oil was sold in February. Prior
to February, the last load was sold in June of 2013.

Respectfully,

s

Trace Wohlfahrt
BTA Oil Producers



Date: 6/19/2014

Project: GAUsers\TWohliahrmDoculidi@tilyash

Lease Name: VACA DRAW 9418 JV-P (1)

County, ST: LEA, NM

Location: 525 E33 10 C NE SW

Gross Production

Well
Date Gount Qil
(Bbl)
04/2014 1 18
05/2014 1 18
06/2014 1 18
07/2014 1 18
08/2014 1 18
09/2014 1 17
10/2014 1 17
1172014 1 17
12/2014 1 17
01/2015 1 17
02/2015 1 17
Grand Total: 192
Operating
Date Expenses
($)
04/2014 4,048
0572014 4,048
06/2014 4,048
07/2014 4,048
08/2014 4,048
09/2014 4,048
10/2014 4,048
11/2014 4,048
12/2014 4,048
01/2015 4,048
02/2015 4,048
Grand Total: 44 528
Discount Present Worth:
0.00 % 2,210
10.00 % 2,136
20.00 % 2,072
30.00 % 2,016
40.00 % 1,965
50.00 % 1,920
60.00 % 1,879
70.00 % 1,841
80.00 % 1,807
90.00 % 1,775
100.00 % 1,746

Time: 10:25 AM

v 1 Production_updated_6-14.mdb

Operator: BTA OIL PRODUCERS LLC

Field Name: JOHNSON RANCH
Reserve Type/Class: Proved/Developed, Producing

Net Production

Average Prices

Gas Oil Gas Qil Gas
(Mcf) (Bhl) (Mcf) ($/Bbl) ($/Mcf)
875 16 766 93.48 433
867 16 759 93.48 433
860 16 752 03.48 433
852 15 746 93.48 433
845 15 739 93.48 4,33
838 15 733 93.48 433
831 15 727 93.48 4.33
824 15 721 93.48 433
817 15 714 93.48 433
810 15 708 93.48 433
803 15 702 93.48 4.33
9,221 168 8,068 93.48 4.33
Operating Other Periodic = Cumulative
Taxes Income Costs Cash Flow Cash Flow
($) ($) (%) (%) (%)
368 377 0 377 377
365 340 0 340 718
362 304 0 304 1,022
359 269 0 269 1,291
356 233 0 233 1,524
353 199 0 199 1,723
350 164 0 164 1,887
347 130 0 130 2,017
345 97 0 97 2,114
342 64 0 64 2,178
339 31 0 31 2,210
3,886 2,210 0 2,210 2,210
Economic Dates: Economics Summary:
Effective Date 04/2014 Bbl Oil
Calculated Limit 02/2015 Ultimate Gross 28,775
Economic Life 11 Months Historic Gross 28,583
0 Years 11 Months Gross at Eff Date 28,583
Economics Information: Remaining Gross 192
Net Payout Date: 04/2014 Remaining Net 168
Rate of Return: >100 %
Return on Investment: 0.00 BTU Content: 1.000 mmbtu/mcf
Disc Return on Invest: 0.00  Gravity: Qil: 53.00 Gas: 0.800
Initial Division of Interest: NRI
Wi:  100.000000 Oil: 87.500000
Gas: 87.500000
Reversion Date:  None Injection: 0.000000

+ Sales
Total
($)
4,793
4,753
4714
4,676
4,637
4,600
4,563
4,526
4,490
4,454
4,419
50,624

10%
Cash Flow
(%)
374
335
297
260
224
189
155
122
90

59

29
2,136

Mcf Gas
925,498
916,277
916,277 -
9,221
8,068

ORI
0.000000
0.000000
0.000000
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0941831 VACA DRAW (Wolfcamp)
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Attachment to correspondence
dated June 19, 2014

from James Bruce to Bureau of Land Management re:

BTA Qil Producers, LLC

SWD Conversion of the 9418 JV-P Vaca Draw Weli No. |
Section 10, Township 25 South, Range 33 East, NMPM

Lea County, New Mexico

Remaining Gross BO

BLM royalty (1/8)
12 mo avg price

Remaining Gross MCF

BLM royalty (1/8)
12 mo avg price

Total Remaining Net to BLM

Calculation of Royalties

192.00

24.00
$ 93.48
$2243.52

9221.00

1153.00
§ 433

$4992.49

$7236.01

EXHIBIT D



Attachment to correspondence
dated June 19, 2014
from James Bruce to Bureau of Land Management re:

BTA Oil Producers, LLC

SWD Conversion of the 9418 JV-P Vaca Draw Well No. 1
Section 10, Township 25 South, Range 33 East, NMPM
Lea County, New Mexico

Disposal Information

The 9418 JV-P Vaca Draw No. 4H is currently flowing approximately 4000 bbls/day of water.
The water is being hauled by truck to 3 separate commercial SWD sites. The estimated trucking
disposal cost is $6.00/bbl. With an in-place disposal, the trucking will be eliminated. Water
would be piped to the disposal well, reducing disposal costs to $0.25/bbl.

4000 bbl/day = 30 truck loads

Commercial SWD’s currently utilized

Mesquite Paduca SWD (H-22-25S-32E) 34 mile round trip

COG Eata Fajita (F-08-248-33E) 16 mile round trip (unable to take all the water)

COG Bebidas 16 SWD (L-16-23S-33E) 36 mile round trip (unable to take all the water)

EXHIBIT 5’



