Santa Fe Energy Resources, Inc.

New Mexico Oil Conservation Division
2040 South Pacheco Street

Santa Fe, New Mexico 87505

ATTN: Mr. Michael E. Stogner

Gentlemen:
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Re:  Compulsory Pooling Order No. R-10764

Gaucho Federal Unit Wells No. 2 & 2-Y
S/2 Section 29, 1-22-5, R-34-E

Lea County. New Mexico

SFE Contract No. NM-30.107-02Y

Pursuant to the provisions of NMOCD Compulsory Pooling Order #R-10764 issued in
connection with the drilling of the Gaucho Federal Unit No. 2 & 2-Y wells, enclosed is an
itemized schedule of actual well costs through March 31. 1998 which include all costs
associated with drilling the No. 2 Well to 3,783" where the wellbore was lost (see attached
Sundry Notice) and moving the rig in order to drill and complete the No. 2-Y Well. Also
enclosed are copies of the transmittal letters to all known Working Interest owners.

If you have any questions, my direct number is (915) 686-6712.

Enclosure

nmocd001 .doc

Central Division

550 W Texas, Suite 1330
Midland, Texas 79701
G15/687-3551

Sincerely.

SANTA FE ENERGY RESOURCES, INC.
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Steven J. Smith
Senior Staff Landman
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Santa Fe Energy Resources, Inc.

Statement of Gross Costs
As of October, 1997

Gaucho Unit #2 and #2Y
Lea County, New Mexico
SFER Property Number:

30107-002 and 30107-02Y

Capital Expenditures
Tangible

Casing

Tubing

Wellhead
Non-Controllable Material
Facilities

Total Tangible

Intangible
Company Labor
Location & Roads
Fencing & Soundproofing
Fuel, Water, Power

Drill Contractor's Moving Exp.

Drilling Contractor's Services
Drilling & Completion Fluids
Bits & Reamers

Cementing & Service Equipment

Casing Testing & Inspection

Direction Drill Serv & Surveys
Drilling Tool/Equip. Rent & Serv.

Open Hole Logging
Transportation & Hauling

Completion Contractor's Serv.
Completion Tool/Equip. Rent 7 Serv.,

Cased Hole Wireline Service
Stimulation

Contract Supervision
Communications
Legal/Title Curative Costs

JIB-PMTA (Co. owned vehicle use)

JIB-Drilling Overhead
Miscellaneous IDC
Total IDC

Total Capital Expenditures

Total Expenditures

$242,561.36
58,352.47
16,196.84
25,934.53
25,444.58

$5,526.05
84,894.63
598.39
64,909.39
20,272.97
690,080.25
160,199.96
70,289.33
141,496.85
44,852.21
9,504.52
444,369.67
63,917.55
40,663.01
114,868.65
46,859.04
29,440.39
14,260.99
48,483.27
8,669.03
4,166.03
1,141.30
22,546.75
24,011.87

Gross Amounts

$368,489.78

$2,156,022.10

$2,524,511.88

$2,524,511.88
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INQUIRIES: Santa Fe Energy, Central Division, 1616 S. Voss, Ste. 300, Houston, TX 77057




