
s 
Royalty Company November 29, 1989 

CERTIFIED - RETURN RECEIPT REQUESTED 

CHICOSA CANYON WORKING 
INTEREST OWNERS 

Re: Chicosa Canyon #1 Well 
SW/4 SW/4 Section 35, T-31-N, R-4-W 
Rio Arriba County, New Mexico 

Dear Interest Owner: 

By letter dated October 3, 1989, Southland Royalty Company requested your 
election to participate in the recompletion of the referenced well into the 
Fruitland Coal formation. As of this date, only Southland and Thorofare 
Resources have elected to participate. The remaining parties w i l l be carried 
non-consent in accordance with appropriate operating agreements and the 
procedures outlined in the October 3, 1989 letter. We wish to remind a l l 
parties that they need to execute and return the signature/acknowledgement 
pages to the Communitization Agreement immediately so that this well can be 
produced subsequent to recompletion, thereby protecting the leaseholds. The 
Bureau of Land Management w i l l not allow production from the well (Fruitland 
formation) without an approved Communitization Agreement. Thorofare is the 
only party that has returned the executed Communitization Agreement to date. 
Southland w i l l commence rework operations within the next two weeks. Please 
contact the undersigned i f you have any questions about your participation in 
this project or the status of the Communitization Agreement. 

Very truly yours, 

Alan Alexander 
Senior Land Advisor 

AA: gm ; Examiner 

SRC 102845 
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Southland Royalty Company 

October 3, 1989 

Mr. Kenneth G. Cone 
Post Office Box 11310 
Midland, Texas 79702 

Re: Chicosa Canyon #1 Well 
SW/4 SW/4 Section 35, T-31-N, R-4-W 
Rio-Arriba County, New Mexico 

Dear Mr. Cone: 

The Chicosa Canyon #1 well is presently completed in the Callup formation and 
is producing an average of 3 MCF/day. Southland proposes that this well be 
plugged in the Gallup fonnation and recompleted in the Fruitland Coal 
formation. This well has not achieved payout under the terms of the farmout 
agreements dated 6-23-81 (Thorofare) and 1-15-81 (Cone). I t is proposed that 
the portion of costs attributable to the farmout acreage (Lots 1 thru 4) for 
the recompletion attempt be charged against the current payout account and 
that the remaining unrecovered cost plus the applicable portion of the 
recompletion costs be recovered from Fruitland Coal gas production. The 
proposed spacing unit for Fruitland Coal consists of the S/2 of Section 35, 
which contains 316.27 acres. The farmout acreage (Lots 1 thru 4) contain 
81.21 acres or 25.67742856 of the proposed unit. Since the proposed operation 
results in a spacing change from 156.77 acres (SW/4) to 316.27 acres (S/2) a l l 
of the parties w i l l have a cost bearing interest subject to operating 
agreements dated 10-09-81 (Thorofare) and 1-16-81 (Cone). The working 
interest of a l l parties i n the proposed recompletion attempt are calculated as 
follows: 

WORKING INTEREST OWNER BEFORE PAYOUT AFTER PAYOUT 

Southland Royalty Company 79.82736336 
Thorofare Resources 2.01726496 
Kathleen Cone 10.086319% 
Douglas Cone 2.01726496 
Cl i f ford Cone 2.01726496 
Tom R. Cone 2.01726496 
Kenneth G. Cone 2.01726496 

69.55639196 
3.04436196 
15.22180496 
3.04436196 
3.04436196 
3.04436196 
3.04436196 

Each parties share of the cost is based on the before payout 
percentages 

c/o Meridian Oil Inc.; P.O. Box 4289 FARMINGTON. NEW MEXICO 87499 (505) 326-9757 



s 
Southland Royalty Company October 3, 1989 

Ms. Kathleen Cone 
Post Office Drawer 1509 
Lovington, New Mexico 88260 

Re: Chicosa Canyon #1 Well 
SW/4 SW/4 Section 35, T-31-N, R-4-W 
Rio Arriba County, New Mexico 

Dear Ms. Cone: 

The Chicosa Canyon #1 well is presently completed in the Gallup formation and 
is producing an average of 3 MCF/day. Southland proposes that this well be 
plugged in the Gallup formation and recompleted in the Fruitland Coal 
formation. This well has not achieved payout under the terms of the farmout 
agreements dated 6-23-81 (Thorofare) and 1-15-81 (Cone). It is proposed that 
the portion of costs attributable to the farmout acreage (Lots 1 thru 4) for 
the recompletion attempt be charged against the current payout account and 
that the remaining unrecovered cost plus the applicable portion of the 
recompletion costs be recovered from Fruitland Coal gas production. The 
proposed spacing unit for Fruitland Coal consists of the S/2 of Section 35, 
which contains 316.27 acres. The farmout acreage (Lots 1 thru 4) contain 
81.21 acres or 25.67742896 of the proposed unit. Since the proposed operation 
results in a spacing change from 156.77 acres (SW/4) to 316.27 acres (S/2) a l l 
of the parties wiil have a cost bearing interest subject to operating 
agreements dated 10-09-81 (Thorofare) and 1-16-81 (Cone). The working 
interest of all parties in the proposed recompletion attempt are calculated as 
follows: 

WORKING INTEREST OWNER BEFORE PAYOUT AFTER PAYOUT 

Southland Royalty Company 
Thorofare Resources 
Kathleen Cone 
Douglas Cone 
Clifford Cone 
Tom R. Cone 
Kenneth G. Cone 

79.82736396 
2.01726496 
10.086319% 
2.017264% 
2.017264% 
2.017264% 
2.017264% 

69.556391% 
3.044361% 
15.221804% 
3.044361% 
3.044361% 
3.044361% 
3.044361% 

* Each parties share of the cost is based on the before payout 
percentages 

c/o Meridian Oil Inc. ; P.O. Box 4289 . FARMINGTON. NEW MEXICO 87499 (505) 326-9757 



Kathleen Cone -2- October 3, 1989 

Attached for your execution and approval are copies of our Authority for 
Expenditure and a Communitization Agreement covering the S/2 of Section 35. 
Please indicate your election to j o i n or go non-consent in the space provided 
below. I f you have any questions please don't hesitate to contact the 
undersigned. The Chicosa Canyon #1 well appears to be the only well holding 
the leases in question and we should attempt recompletion as soon as possible. 

Very tru l y yours, 

Alan Alexander 
Senior Land Advisor 

AA: gm 
Enclosure 

SRC 102845 

Agreed this day of , 1989 to participate 
to the full extent of the undersigned's interest in the drilling, 
testing, completing and equipping of the above-described well and 
to pay said undersigned's proportionate share of a l l actual 
expenditures therefor. 

BY: 

TITLE: 
COMPANY: 



s 
Royalty Company October 3, 1989 

Mr. Clifford Cone 
Post Office Box 6010 
Lubbock, Texas 79493 

Re: Chicosa Canyon #1 Well 
SW/4 SW/4 Section 35, T-31-N, R-4-W 
Rio Arriba County, New Mexico 

Dear Mr. Cone: 

The Chicosa Canyon #1 well is presently completed in the Gallup formation and 
is producing an average of 3 MCF/day. Southland proposes that this well be 
plugged in the Gallup formation and recompleted in the Fruitland Coal 
formation. This well has not achieved payout under the terms of the farmout 
agreements dated 6-23-81 (Thorofare) and 1-15-81 (Cone). It is proposed that 
the portion of costs attributable to the farmout acreage (Lots 1 thru 4) for 
the recompletion attempt be charged against the current payout account and 
that the remaining unrecovered cost plus the applicable portion of the 
recompletion costs be recovered from Fruitland Coal gas production. The 
proposed spacing unit for Fruitland Coal consists of the S/2 of Section 35, 
which contains 316.27 acres. The farmout acreage (Lots 1 thru 4) contain 
81.21 acres or 25.67742856 of the proposed unit. Since the proposed operation 
results in a spacing change from 156.77 acres (SW/4) to 316.27 acres (S/2) a l l 
of the parties will have a cost bearing interest subject to operating 
agreements dated 10-09-81 (Thorofare) and 1-16-81 (Cone). The working 
interest of a l l parties in the proposed recompletion attempt are calculated as 
follows: 

WORKING INTEREST OWNER BEFORE PAYOUT AFTER PAYOUT 

Southland Royalty Company 
Thorofare Resources 
Kathleen Cone 
Douglas Cone 
Clifford Cone 
Tom R. Cone 
Kenneth G. Cone 

79.827363% 
2.017264% 
10.086319% 
2.017264% 
2.017264% 
2.017264% 
2.017264% 

69.556391% 
3.044361% 
15.221804% 
3.044361% 
3.044361% 
3.044361% 
3.044361% 

* Each parties share of the cost is based on the before payout 
percentages 

c/o Meridian Oil Inc.; P.O. Box 4289- FARMINGTON. NEW MEXICO 87499 (505) 326-9757 



MERIDIAN ©IL 

A p r i l 5, 1990 

CERTIFIED - RETURN RECEIPT REQUESTED 
#P 950 791 093 

Mr. C l i f f o r d Cone 
Post Office Box 6010 
Lubbock, Texas 79493 

Dear Mr. Cone: 

We are again requesting your execution of the enclosed three (3) signature 
pages to the referenced Communitization Agreement on the Chicosa Canyon #1 
well. I have also enclosed a copy of a letter from the Bureau of Land 
Management (BLM) dated March 30, 1990, depicting the expiration of the old 
Communitization Agreement for this well as of December 10, 1989. In order for 
Meridian to f i l e the new Fruitland Formation Communitization Agreement with 
the BLM for their approval, we need the enclosed three (3) signature pages 
executed, notarized and returned to the undersigned as soon as possible. We 
have previously received signature pages from Tom Cone and Thorofare 
Resources. I have included for your information an extra copy of the complete 
Communitization Agreement in the chance you have lost or misplaced the 
previous copy. 

I f you have any questions, or need further information on this matter, please 
feel free to contact me at (505) 326-9757. 

Re: Communitization Agreement 
Dated 10-01-89 
Chicosa Canyon #1 
S/2 Section 35, T-31-N, R-4-W 
Rio Arriba County, New Mexico 

Very t r u l y yours, 

Alan Alexander 
Senior Land Advisor 

AA:gm 
Enclosure 

SRC 102845 

71 + 



MERIDIAN ©IL 

A p r i l 5, 1990 

CERTIFIED - RETURN RECEIPT REQUESTED 
#P 950 791 095 

Ms. Kathleen Cone 
Post Office Drawer 1509 
Lovington, New Mexico 88260 

Dear Ms. Cone: 

We are again requesting your execution of the enclosed three (3) signature 
pages to the referenced Communitization Agreement on the Chicosa Canyon #1 
well. I have also enclosed a copy of a letter from the Bureau of Land 
Management (BLM) dated March 30, 1990, depicting the expiration of the old 
Communitization Agreement for this well as of December 10, 1989. In order for 
Meridian to f i l e the new Fruitland Formation Communitization Agreement with 
the BLM for their approval, we need the enclosed three (3) signature pages 
executed, notarized and returned to the undersigned as soon as possible. We 
have previously received signature pages from Tom Cone and Thorofare 
Resources. I have included for your information an extra copy of the complete 
Communitization Agreement in the chance you have lost or misplaced the 
previous copy. 

I f you have any questions, or need further information on this matter, please 
feel free to contact me at (505) 326-9757. 

Re: Communitization Agreement 
Dated 10-01-89 
Chicosa Canyon #1 
S/2 Section 35, T-31-N, R-4-W 
Rio Arriba County, New Mexico 

Very t r u l y yours, 

Alan Alexander 
Senior Land Advisor 

AA:gm 
Enclosure 

SRC 102845 

71 + 



MERIDIAN ©SL 

A p r i l 5, 1990 

CERTIFIED - RETURN RECEIPT REQUESTED 
#P 950 791 096 

Mr. Kenneth G. Cone 
Post Office Box 11310 
Midland, Texas 79702 

Re: Communitization Agreement 
Dated 10-01-89 
Chicosa Canyon #1 
S/2 Section 35, T-31-N, R-4-W 
Rio Arriba County, New Mexico 

Dear Mr. Cone: 

We are again requesting your execution of the enclosed three (3) signature 
pages to the referenced Communitization Agreement on the Chicosa Canyon #1 
well. I have also enclosed a copy of a letter from the Bureau of Land 
Management (BLM) dated March 30, 1990, depicting the expiration of the old 
Communitization Agreement for this well as of December 10, 1989. In order for 
Meridian to f i l e the new Fruitland Formation Communitization Agreement with 
the BLM for their approval, we need the enclosed three (3) signature pages 
executed, notarized and returned to the undersigned as soon as possible. We 
have previously received signature pages from Tom Cone and Thorofare 
Resources. I have included for your information an extra copy of the complete 
Communitization Agreement in the chance you have lost or misplaced the 
previous copy. 

I f you have any questions, or need further information on this matter, please 
feel free to contact me at (505) 326-9757. 

Very truly yours, 

Senior Land Advisor 

AA:gm 
Enclosure 

SRC 102845 

71 + 
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