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Primary Fuels, Inc.

A Subsidiary of Houston Industries Incorporated

APRIL 19, 1988

BRAD M. BENNETT
P. 0. BOX 2062
MIDLAND, TX 79702

RE: S/2 Section 31, T-18-S, R-39-E
save and except the SW/4 of SE/4,
Lea County, New Mexico, containing
280 acres, more or less
Ciudad Prospect

Dear Brad:

As a follow-up to our Tetter of March 3, 1988 and to various telephone
conversations, enclosed herewith is a copy of an Operating Agreement for the
captioned acreage, accompanied by an extra copy of the signature pages. It is
requested that one copy of the signature page and AFE be returned to our
Midland office at your earliest convenience. However, should you elect not to
Join with us, we again request that you consider our farmout terms as requested
in our letter of March 3, 1988.

Should you have any questions, please do not hesitate to call.

KHG/syp

Enclosures

i
3
~ o _— S e s

319W. Texas . Suite 201 ® Midiand, Texas 79701 . 915/686-8721




m Primary Fuels, Inc.
A Subsidiary of Houston industries Incorporated

MARCH 3, 1983

BRAD M. BENNETT
P. 0. BOX 2062
MIDLAND, TX 79702

RE: S/2 Section 31, T-18-S, R-39-E
save and except the SW/4 of SE/4,
Lea County, New Mexico, containing
280 acres, more or less
Ciudad Prospect

Gentlemen:

Primary hereby proposes the formation of a working interest unit covering the
captioned acreage for the purpose of drilling a 4550' San Andres test,
tentatively located 1980' FWL and 330' FSL of Section 31. For your
information, we have enclosed a copy of the AFE for our proposed well (PFI
Harvard #1). If you do not desire to join in the drilling of the captioned
well, we respectfully request that you farmout your interest subject to the
following terms and conditions:

1. Within 60 days after an acceptable agreement has been signed by all
parties, the initial test well will be commenced at a legal location of
Primary's choice on the captioned acreage (pending no surface problems,
the initial test well will be located at referenced above). The initial
test well will be drilled to a depth sufficient to test the San Andres
formation, or 4600', whichever is the lesser. Upon completion of the
initial test well as a commercial producer:

a. Bennett will assign to Primary 100% of his interest in the initial
drillsite proration unit, retaining the difference between present
existing lease burdens and 23%, conveying to Primary no less than a
77% net revenue interest. Upon payout of the initial test well,
Bennett will have the option to exchange its retained override for a
25% interest in the initial proration unit.

b. Bennett will assign to Primary 75% of his remaining acreage as
outlined in the caption.

2. Rights earned will be limited to 100' below total depth drilled in the
initia’ test well.

3. The initial test well after payout, and all subsequent wells will be
operated under the terms of an Operating Agreement acceptable to parties
involved.

4. Appropriate tax language will be added to protect against any adverse tax
consequences.

319 W. Texas » Suite 201 . Midland, Texas 79701 . 915/686-8721



Ciudad Prospect
Page Two

Your prompt response to this request is appreciated, since Primary would like
to commence this well as early as possible. Should you have any questions,
please do not hesitate to call.

Yours very tru

KHG/syp
Enclosure

cc: Don Thompson



AUTHORIZATION FOR EXPENDITURE
. _DRILLING AND COMPLETION pR—'MARY FU ELS’ 'NC' N
ATSR " DISTRI DRILLING AFT RO, |CONMPLEITION AFEND,  |Buéeet Vear
Primary Fuels, Inc. Midland '87
O witocar B OEVELOPMENT T EXPLORATORY |PROPOSED FORMAT IGN PROPGSED WALL OUPTH
O recomsLeTE O rRepaIr PROPOSED San Andres 4550"
“WHLL NAME AND NO, LOCATION X omiainac OATT
Harvard No, 1 Sec. 31, Tl 5. RI9E O suprLEMENT i1 /06 /87
Clo, STATE |ELD ON AREA PROIPEET
LEA N.M. Poater San Aundres Cuidad
Ay .| 0100-1822.xxX INTANGIBLES DRY HOLE | COMPLETION |  TOTAL
001 | Contract Drilling 4550  ses 6.50/k. [$8 29273 ) $ 29573
Drilling on Day Work Days @ $ {Dey
002 cov;n:cr Other Day Work 2 Dwi®$ 3500 /Day 3500 3500 7000
007 | onx |CompistionAig 4 OCai@S __ 1600 /Oy 5500 6400
003 Other Contractors Charges (Rig Up / Down)
004 Location, Roads, Pits, Survey, Permits, Dredging, Damages 12000 2500 14500
008 Sits, Corehaads, Stabiiizers, Reamers, ste, 500 S00
000 | Weil Evalustion A Logging 2U00 1000 6000
008 | Mud snd Chemicels 4000 ~1000 5000
007 | Fuel, Powsr, Water 2500 2500
008 | Cement snd Comenting Services, Cementing Equipment, Hengers, Packers 5000 6000 11000
018 | Lend Treneportation 500 500 1000
01?7 Morine Transportation
os Alr Trensporretion -
011 { Contract Services 3000 3000
013 | Tool Rental Including Smal) Dismeter Drilt Pipe 1000 500 1500
014 Insurence 5000 5000
012 | Sumulstion Treatment 1000 1000
022 | P & A Indlude Restors Location and Roads 1000 : - 3000
010__| Supervision: Enginvering, Geological, Conpultants 3600 1800 5400 |
030 | Overhese , 1800 900 _ 2700 .
015 | Other Well Servicas 750 750 1500
023 | Miscalisneous Cost and Contingencies @ 20% « 15% 11583 4403 15986
TOTAL INTANGIBLES[S 91808 $ 30753 s 122561
sub | 0100-1823- XXX TANGIBLES DRY HOLE | COMPLETION TOTAL
e VTS I BT T O T B =l el
o 3900 3900
001 Surfecs 300 8-5/81 24 13 0
002 Protection £33
Peoduction] #22U | o-1/4 14 113 ()
003 Liner 27300 27300
004 Tubing 4450 a~J -~ a.l [ J55 2,50
11125 11125
007 | Weithesd Bquipmant 800 2000 2800
008 | Other Controlisbie Subsurfuce Equipment 500 500
008 | Noa-Controliable Subsurisce Equipment 500 500
000 | Miscstioneous & Contingencies @ 10% 470 ~4l43 4613
TOTAL TANGIBLES| — 5170 45568 _ 50738
Totel Well Cott Thru Christmas Tres $ 96978 S 76321 $ 123299
A Sob ‘ 0100-1823-XXX PRODUCTION EQUIPMENT
013 Tanks and Accessory Equipment 4000
012 Non Controlisbie Surface Equipment & Contingencies @ 15%
008 Pumoing Unit snd Engines & sucker rods 35000
010 Marers and Reguisting Bquipment 1500
014 Processing, Dehydration & Separation Equipment 150
017 Pattorms
009 Fleid Mpetines and Leme Equipment 1 iszg
0% Instelistion 2500 ‘
VAR Focitities (018) Water Supply (019) Becondary Recovery (020}
018 Compressors
TOTAL PRODUCYTION EQUIPMENT[$ s $ 6B42S
“TOTAL PROJECT COST $ 96978 S 76321 $ 241724 ]
COMPANY OWNERSHIP COMPANY COST — OAY HOLE COMPANY COST — COMPLETED
acr » ACP » -2 : '
PREPARED BY L DATE [PRRS TV~ b= DAYE /
m 11[06/87 L v C . M‘ 114
[CAND " DATE |DIsSTRICTY DATE |ENGINEERING :3.
JOINT INTEREST APPROVAL (Attach Separate Page if Necessary)
COMPANY NAME win APPROVAL
BRAD M. BENNETT - 5.6350%
COMPANY NAME Wi APPROVAL




m Primary Fuels, Inc.
A Subsidiary of Houston Industries Incorporated

MARCH 3, 1388

ANADARKO
P. 0. BOX 2497
MIDLAND, TX 79702

ATTN: MR. WAYNE WHEELIS

RE: S§/2 Section 31, T-18-S, R-39-E
save and except the SW/4 of SE/4,
Lea County, New Mexico, containing
280 acres, more or less
Ciudad Prospect

Gentlemen:

Primary hereby proposes the formation of a working interest unit covering the
captioned acreage for the purpose of drilling a 4550' San Andres test,
tentatively 1located 1980' FWL and 330' FSL of Section 31. For your
information, we have enclosed a copy of the AFE for our proposed well (PFI
Harvard #1). If you do not desire to join in the drilling of the captioned
well, we respectfully request that you farmout your interest subject to the
following terms and conditions:

1. Within 60 days after an acceptable agreement has been signed by all
parties, the initial test well will be commenced at a legal location of
Primary's choice on the captioned acreage (pending no surface problems,
the initial test well will be located at referenced above). The initial
test well will be drilled to a depth sufficient to test the San Andres
formation, or 4600', whichever is the lesser. Upon completion of the
initial test well as a commercial producer:

a. Anadarko will assign to Primary 100% of his interest in the initial
drillsite proration unit, retaining the difference between present
existing lease burdens and 23%, conveying to Primary no less than a
77% net revenue interest. Upon payout of the initial test well,
Bennett will have the option to exchange its retained override for a
25% interest in the initial proration unit.

b. Anadarko will assign to Primary 75% of his remaining acreage as
outlined in the caption.

2. Rights earned will be limited to 100' below total depth drilled in the
initial test well.

3. The initial test well after payout, and all subsequent wells will be
operated under the terms of an Operating Agreement acceptable to parties
involved.

4. Appropriate tax language will be added to protect against any adverse tax
consequences.

J19W. Texas i Suite 201 . Midland, Texas 79701 . 915/686-8721



Ciudad Prospect
Page Two

We would appreciate being supplied with a copy of your previous Title Opinion
and any other curative matter pertaining to this acreage.

Your prompt response to this request is appreciated, since Primary would like
to commence this well as early as possible. Should you have any questions,
please do not hesitate to call.

Yours very tru

14
Kenneth H. Grfay

KHG/syp
Enclosure

cc: Don Thompson

3//8/88 — W Z—O/m'wj Q’W



AUTHOAIZATION FOR EXPENDITURE

OPRIMARY FUELS, INC.

" DRILLING AND COMPLETION
ATOR . OISTAY ORILLING AFE NO, COMPLETION AFE NO, Budget Yiaur
Primary Fuels, Inc. Midland '87
Q wiLocar B OEVELOPMENT O ExPLORATORY |PROPOSED FORMATION PROPOSED WALL DUPTH
O recomereTe O aepAIr PAOPOMED San Andres 4550'
“WULL NAME AND NO. LOCATION X omioiNaL
Harvard No. 1 Sec. 31, T185, RIYE O suerLement | 11/06/87
CO /MR STATE FIELD OR AREA PROSPEST
~ LEA N.M, Foater San Andres Cuidad
ace .| 0100-1822.xxX INTANGIBLES DRY HOLE | COMPLETION |  TOTAL
001 | Contract Drilling . 43350 XY 6.50/8. |8 29575 S $ 20573
Drilling on Osy Work Days @ 8 /Dy
002 coa:zuvm Other Doy Work 7 Dwi0$ 3500 /Dav 3500 3500 7000
002 WORK |.Complstion Rig 4 Dwi@s 1600 /Day o4U0 6400
003 Other Contractors Cherges (Rig Up / Down)
004 | Location, Roeds, Pits, Survey, Permits, Oredging, Damages TZ2000 2500 14500
008 | its, Coreheads, Stabrlizers, Resmers, etc. 200 500
008 | Well Evalustion A Logoing 5000 1000 6000
008 | Mud and Chemicels 400" ~1000 5000
007 | Fuel, Power, Water 2500 2500
008 | Cemaent and Cementing Services, Cementing Equipment, Heagers, Peckers 5000 6000 11000
018 | Lsnd Trensportation 500 500 1000
017 Merine TranipOrtation
018 Alr Transportation
011 | Contrect Serviess 3000 3000
013 | Tool Rensl Inciuding Smai) Dismeter Drill Pips 1000 300 1500
014 | Insurence 5000 5000
012 Stimulation Treatment 1000 1000
022 | P & A Inoluce Restore Location and Roads 2000 ’ 3000 ]
010 | Supervision: Engineering, Geologicel, Consultants 3600 1800 5400
030 | Overhesd . 1800 900 2700
0156 | Other Well Bervicas 750 750 1500
023 | Miscalieneous Cost snd Contingencies @ 20%- . 15% 11583 4403 15986
TOTAL INTANGIBLES|S 91808 IS 30753 |8 122561
sub | 0100-1823-XXX TANGIBLES DRY HOLE COMPLETION TOTAL
e N T IS BT TN N — T
Conductor
001 | Surfece 300 | 8-5/81 24 | XS5 13 3900 3900
002 | Protestion
Production] @990 | o-1/2| 1& | K58 [
003 [ Liner 27300 27300
004 | Tubing %50 | 2-3/8[ &.7 | J55 .50
11125 11125
007 | Weitheed Bquipmant 800 2000 2800
006 | Other Controliable Subsurfece Equipment T00 500
008 | Non-Controllable Subsurtsce Equipment 200 500
008 | Misestianeous & Contingencies @ 10% 470 4143 4613
TOTAL TANGIBLES| 5170 45568 0738 |
Totel Weil Cost Thru Christmas Tres $ 96978 $ 76321 $ 173299
A . |0100-1823.XXX PRODUCTION EQUIPMENT
013 Tonks and Accostory Bquipment . I;OQQ ‘
012 Non Controilsbie Surface Equipment & Contingencies ® 15%
008 | Pumping Uit snd Engins & sucker rods ?%,%OL"*
010 Maters and Reguiating Bquipmaent 1500
014 Processing, Denydeation & Separation Bquipment 150
o Platforms
009 Fieid Pipeiines and Lesse Equipment ] §QQ
01§ 1nstalletion 2500 ‘
VAR Faciitles 1018} Water Svoply (019) Becondary Recovery (020)
018 Compresson
TOTAL PRODUCTION EQUIPMENT[$ s s
TOTAL PROJECT COST $ 96978 IS 76321 |8 s
COMPANY OWNERSHIP COMPANY COST —~ ORY MOLE COMPANY COST = COMPLETED
ace » ace % 72 ! '
PASPARED BY ol DATE |PREKS TVois b= omry /
TWM 11/06/87 ; }W C. Le L-’ 13fte
CAND DATE [DIsSTRICT OATE [ENGINEERING :::
JOINT INTEREST APPROVAL [Attach Separate Page if Necessary)
COMPANY NAME Win APPROVAL
‘ ANADARKO PETROLEUM CORPORAT
COMPANY NAME win APPROVAL




AR AZ CA CO, LA ML M T. ND, NE, NM, NV, OK, SD, TX, UT, VA, WY, AN ASKATCHEWAN, CANADA

orrice PHONE 505 393-3315 or 397-3928

Roy §. Batton, .

Ol and Gas Producer

MAIN OPFICE HOBBS. NEW MEXICO 88241 MAILING ADDRESS
1919 N. TURNER P.O. Box 978

March 11, 1988

Primary Fuels, Inc.

319 W. Texas, Suite 201

Midland, Texas 79701

Re: S/2 Section 31, T-18-S, R-39-E,
Lea County, New Mexico #34-18-S

Attention: Kemmeth Gray

Dear Mr. Gray:

Please be advised Barton Bros. Land & Royalty Co. will participate
in the drilling of the above referenced property. Enclosed is

the AFE executed by Roy G. Barton, Jr., General Partmer.

If you need any additional information, please let me know.

Thark you.

Yours truly,

C}pqm “Qe 4 Lot

Joar Reynolds

Enclosure

Oy \m’ Dow %"P&)d
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AUTHORIZATION POR EXPENDITURE .
DRILLING AND COMPLETION pmMARY Fu ELs! |Nc' -
ATOR : DISTRICT DRILLING AFE NO. T TEOMPLETION APE MO, [BuGyet Vot
Primary Fuels, Inc. Midland 87
Q wiLocar B OLVELOPMENT O expLoraToRry |PROPOSED FORMATION PAOPGSED WELL OUFTH
O mecomsLeTE I RepaIn PROPOSED s‘“_ Andres 4550'
“WELL NAME AND NO, LOCATION &/2 oF XJ onioINAL OATK
Harvard No. 1 Sec. 31, T185, RI9E Osussiament | 11/06/87
[ —"T™ STATE FIELD OR AREA PROSPECT
" LEA N.M, Foster San Andres Cuidad
A | 0100-1822.XxX INTANGIBLES DRY HOLE | COMPLETION |  TOTAL
001 | Contract Driling 4550 nces 6.50/%. |8 29375 $ $ 29573
Drilling on Day Work Days @ § {Dsy
002 con::vm Other Day Work 2 Dws@$ 3500 /Dav 3500 3500 7000
002 wonk | Comelstion Rig 4 Davi @8 1600 /Day 040l 6400
003 Other Contractors Charges (Rig Up / Down)
004 | Location, Roads, Pits, Survey, Permits, Oredging, Damages 12000 2500 14500
008 | Bits, Corehaads, Stabrlizers, Reamers, etc. 500 500
000 | Well Evalustion A Logging 5000 1000 6000
008 | Mud and Chemicels 4000 ~1000 5000
007 | Fuel, Power, Water 2500 2500
008 | Cement snd Cementing Services, Cemanting Equipment, Hengers, Peckers 5000 6000 11000
018 | Lend Tramportation 500 500 1000
01?7 Merine Trensportation
018 | Air Trensportation _
011 | Contract Services 3000 3000
013 | Tool Rentsl Including Small Dismeter Drill Pipe 1000 300 1500
014 | Inturence 5000 5000
012 | Stimulation Trestment 1000 1000 ,
022 | P & A Include Restore Location and Roads 3000 ’ 0 -
010 | Supervision: Enginsering, Geologicel, Congultents 3600 1800 5400
030__| Overhesd : 1800 900__ | 2700
015 | Other Well Servicas 750 750 1500
033 | Miscellaneous Cost and Contingencies © 20%- « 153 11583 4403 15986
TOTAL INTANGIBLES|S 91808 |S 30753 |8 122561
sub | 0100-1823-XXX TANGIBLES DRY HOLE COMPLETION TOTAL
Asseunt | CASING ’Y. N, L8.|oR. $ 'g
S 3900 3900
001 | Surfacs 309 =5/81 24 13
002 Protection —L
Production] 490U =171 14 b1 [
003 [ Lines 27300 27300
004 | Tubing L850 | 2-3/81 &.7 1 J53 . 50
11125 11125
007 | Weilheed Bquipment 800 2000 2800
008 | Other Controlisbie Subsurfece Equipment TO0 500
008 | Noa-Controligbis Subsurface Equipment 200 $00
008 | Miscalioneous & Contingencies ® 10% 470 4143 4613
TOTAL TANGIBLES 5170 45568 50738
Totsl Well Cost Thru Christmas Tree $ 96978 $ 76321 $ 173299
Aoore [0100-1823.XXX PRODUCTION EQUIPMENT
013 Tanks and Accestory Equipment 40
012 Non Controlisbie Surface Equipment & Contingencies ® 15% Qggg
008 Pumping Unit snd Engines & sucker rods 35000
010 Maters and Reguisting Equipment 1500
o4 Procesting, Dehydreation & Sepacation Equipment 150
o Platforms
00% Field Pipetinas snd Lesss Equipment 1500
'1] ] Insteliotion 2 §QQ
VAR Focilitiss (018) Water Supply (019) Becondary Recovery (020}
018 Compressons
TOTAL PRODUCTION EQUIPMENT[$ __1Is $_ 68425
TOTAL PROJECT COST $ 96978 $ 76321 $ 241724
COMPANY OWNERSH:P COMPANY COST — DAY HOLE COMPANY COST — COMPLETED
ke 0w | LACP L an » 7 : '
PREPARED BY 7" ‘oaTe  [PRES TV~ = DATE
| e 11/06/87 . Q5 ule[>
CAND OATE | DISTRICT DATE IENQINEERING DATE
JOINT INTEREST APPROVAL (Attach Separate Page if Necessary)
COMPANY NAME Win A — - e
BARTON BROS. LAND & ROYALTY CO. 3.125% VL L
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m Primary Fuels, Inc.
A Subsichary of Houston industries Incorporated

MARCH 3, 1988

BARTON BRO5. LAND & ROYALTY CO.
P. 0. BOX 968
HOBBS, NM 88201

ATTN: MR. ROY G. BARTON, JR.

RE: S/2 Section 31, T-18-S, R-39-E
save and except the SW/4 of SE/4,
Lea County, New Mexico, containing
280 acres, more or less
Ciudad Prospect

Gentlemen:

Primary hareby proposes the formation of a working interest unit covering the
captioned acreage for the purpose of drilling a 4550' San Andres test,
tentatively 1located 1980' FWL and 330' FSL of Section 31. For your
information, we have enclosed a copy of the AFE for our proposed well (PFI
Harvard #1). If you do not desire to join in the drilling of the captioned
well, we respectfully request that you farmout your interest subject to the
following terms and conditions:

1. Within 60 days after an acceptable agreement has been signed by all
parties, the initial test well will be commenced at a legal location of
Primary's choice on the captioned acreage (pending no surface problems,
the initial test well will be located at referenced above). The initial
test well will be drilled to a depth sufficient to test the San Andres
formation, or 4600', whichever is the lesser. Upon completion of the
initial test well as a commercial producer:

a. 3arton Bros. will assign to Primary 100% of his interest in the
initial drillsite proration unit, retaining the difference between
oresent existing lease burdens and 23%, conveying to Primary no less
than a 77% net revenue interest. Upon payout of the initial test
#ell, Bennett will have the option to exchange its retained override
for a 25% interest in the initial proration unit.

b. Barton Bros. will assign to Primary 75% of his remaining acreage as
outlined in the caption.

2. Rights earned will be limited to 100' below total depth drilled in the
initial test well.

3. The initial test well after payout, and all subsequent wells will be
operated under the terms of an Operating Agreement acceptable to parties
involved.

4. Appropriate tax language will be added to protect against any adverse tax
consequences.

319 W. Texas . Suite 201 . Midland, Texas 79701 . 915/686-8721



Ciudad Prospect
Page Two

Your prompt response to this request is appreciated, since Primary would like
to commence this well as early as possible. Should you have any questions,
please do not hesitate to call.

KHG/syp

Enclosure

cc: Don Thompson
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PRIMARY FUELS, INC. _

DRILLING AND COMPLETION
ATOR ) DISTRIST DRILLING AFE NO, COMPLETION AFE NO, BSudeet Yeer
Primary Fuels, Inc. Midland '87
O wiLocar B GEVELOPMENT D) EXPLORATORY |PROPOSED FORMATION PAOPGSED WRLL OLPTH
) RecomsLeTE O RepAIR PROPOSED San Andres 4550"
“WULL NAME AND NO, LOCATION XonronaL  [oATE
Harvard No. 1 Sec. 31 N Tl 85 ’ R39E (w] SUPPLEMENT 11,06 /57
C STATE FIELD OR AREA PROSPECT
LEA N.M, Poster San Andres Cuidad
A 1t | 01001822 INTANGIBLES DRY HOLE | COMPLETION |  TOTAL
001 | Contract Orilling L4300 pres 6.50/,. {§ 29575 S $ 20573
Oriiling on Day Work Days @ % /Dey
002 “:T:" Other Doy Work 2 Dwyi®S$ 3500 /Day 3500 3500 7000
002 | oo [ComeistionAig 4 Omies 1600 __ /Dy 6400 6400
003 Other Contractors Charges (Rig Up / Down)
004 | Location, Roads, Pits, Burvey, Permits, Oredging, Damages 12000 2500 14500
005 | Bits, Coreheads, Stabiilzers, Resmers, ste. 500 500
000 | Weil Evatustion & Logqing 5000 1000 6000
008 | Mud and Chemicsls 000 1000 5000
007 | Fusi, Power, Water 2500 2500
008 | Cement and Cementing Services, Cemanting Equipment, Hengers, Packers 5000 6000 11000
018 | Lend Trensportation 500 500 1000
01? Morine Transportation
(21 } Alr Trensportation
011 | Contrsct Servicms 3000 3000
013 | Tool Rentel Including Small Dismeter Drill Pipe 1000 500 1500
014 | Insurence 5000 5000
012 | Stimulation Treatrment 1000 1000
022 | P & A include Restors Location and Roads 2000 ' —3000 .
010 | Bupervision: Enginesring, Geologicel, Cansuitants 3600 1800 5400
030 | Overhesd . 1800 900 2700
015 [ Other Weli Serviem 750 750 1500 -
022 | Misceilsneous Cast and Contingencies @ 20%- , 15% 11583 4403 15986
TOTAL INTANGIBLES|S 91808 |$ 130753 $ 122561
sup | 0100-1823-XXX TANGIBLES DRY HOLE COMPLETION TOTAL
Asesunt [ CASING . N, LB.JGR. s EE
Conductor
001 ["surfecs 300 | 8-5/8] 24 | K55 13 3500 3900
002 Protection
Production] “20U =17¢ 14 25 [ 27300
003 Liner 27300
004 | Tubing 4450 2=-378 1 &.7 55 2,50
11125 11125
007 | Weitheod Bquipment 800 2000 2800
00§ Qther Contro'isbie Suburfece Equipmeny 300 $00
00§ | Noa-Controllable Subsurfsos Equipment 200 500
000 | Miscelloneous & Contingencies @ 10% 470 4143 4613
TOTAL TANGIBLES| — 5170 45568 | %0738
Totel Weil Cost Thru Chrisimae Tres $ 06978 $ 76321 $ 123299
2 10100-1823-XXX PRODUCTION EQUIPMENT
013 Tenks and Accestory Equipment 4000
012 Noa Controlisbie Surface Equipment & Contingencies @ 15% 89
008 Pumping Unit snd Engines  § sucker rods 35000
010 Maters and Ragulating Equipment 1500
014 Procesting, Detiydeation & Saparation Equipment 150
o1 Piatforms
009 Fieid Plpetines and Lasse Equipment 1500
01§ {nstallgtion 2500
VAR Facilitins {018) Water Supply {019) Becondary Recovery (020)
018 Compressors
TOTAL PRODUCTION EQUIPMENT[$ . Is $ 68425
TOTAL PROJECY COST $ 96978 _ |8 76321 $ 241724
[COMPANY OWNERSHIP COMPANY COST — DAY MOLE COMPANY COST — COMPLETED
scP - Ace » 9 : '
PREPARKD BY L OATE |PRKS TV = DAYTE
T 11/06/87 . {5~ ulee [
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m Primary Fuels, Inc.
A Subsidiary of Houston Industries Incorporated

APRIL 19, 1988

ANADARKOQ
P. 0. BOX 2497
MIDLAND, TX 79702

ATTN: MR. WAYNE WHEELIS

RE: S/2 Section 31, T-18-S, R-39-E
save and except the SW/4 of SE/4,
Lea County, New Mexico, containing
280 acres, more or less
Ciudad Prospect

Dear Wayne:

As a follow-up to our letter of March 3, 1988 and to various telephone
conversations, enclosed herewith is a copy of an Operating Agreement for the
captioned acreage, accompanied by an extra copy of the signature pages. It is
requested that one copy of the signature page and AFE be returned to our
Midland of“ice at your earliest convenience. However, should you elect not to
join with us, we again request that you consider our farmout terms as requested
in our letter of March 3, 1988.

Should you have any questions, please do not hesitate to call.

KHG/syp

Enclosures

319 W. Texas . Suite 201 . Midland, Texas 79701 . 915/686-8721



m Primary Fuels, Inc.
A Subsidiary of Houston industries Incorporated

APRIL 19, 1988

BARTON BROS. LAND & ROYALTY CO.
P. 0. BOX 968
HOBBS, NM 88201

ATTN: JOAN REYNOLDS

RE: S/2 Section 31, T-18-S, R-39-E
save and except the SW/4 of SE/4,
Lea County, New Mexico, containing
280 acres, more or less
Ciudad Prospect

Gentlemen:

As a follcw-up to our letter of March 3, 1988, and to your response of March
11, 1988, we are enclosing herewith one copy of an Operating Agreement,
accompaniec by an extra copy of the signature pages. It is requested that the
signature pages be signed by an authorized representative of your company and
returned to this office at your earliest convenience.

Should you have any questions, please do not hesitate to call.

Yours very tr

KHG/syp

Enclosures

319 W. Texas * Suite 201 ° Midiand, Texas 79701 . 915/686-8721



BEFORE THE
NEW MEXICO OIL CONSERVATION DIVISION
DEPARTMENT OF ENERGY AND MINERALS

APPLICATION OF PRIMARY FUELS, INC.
FOR COMPULSORY POOLING, LEA COUNTY,
NEW MEXICO Case No. 9361
AFFIDAVIT
STATE OF NEW MEXICO)
) ss.
COUNTY OF SANTA FE )

Kenneth H. Gray, an employee and authorized representative
of Primary Fuels, Inc., the Applicant herein, being first duly
worn, upon oath, states that the notice provisions of Rule 1207
of the New Mexico 0il Conservation Division have been complied
with, that Applicant has caused to be conducted a good faith
diligent effort to find the correct addresses of all interested
persons entitled to receive notice, as shown by Exhibit "A"

attached hereto, and that pursuant to Rule 1207, notice has been

given at the correct addresses provided by such rule.

(signature)

.Subscribed an sworn to before me this éZQiL day of
_y 1988 by .
Notary Public 5

My Commission Expires:

9.15-9




CAMPBELL 8 BLACK. r.a.

LAWYERS

JACK M, CAMPBE.L GUACALUPE PLACE
BERLCE D. B_ACK
MICHAIIL B, CAMIEI (0

SUITE | - 110 NORTH GUADA_LSZ

AM F. CA POST CFFICE BOX 2208
wiL ot .\ RS

BRADIORD C. BEXSE SANTA FE. NEW MEXICO 87504-2208
J. ECOTT HALL
PETER N. IVES
JOMHN FH, BIMiS

TELEPHONE: (S0O5) 288-4<2.
TELECOPRPIER: (505) ©83-€6C5<3

MARTE O, LIGAHTSTTENE

april 6, 1988

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Anadarko Production Corvoration
Post Office Box 2497
Midlanc, Texas 79702

Attn: Wayne Wheelis

Re: Application of Primary Fuels, Inc. for Compulsory
Pooling, Lea County, New Mexico

Dear Sirs:

This letter is to advise you that Primary Fuels, Inc. has filed
an application with the New Mexico 0il Conservation Division
seekinc the force pooling of all mineral interests to the base of
the Sar Andres formation for any and all formations and/or pools
develooed on 40-acre spacing, in and under the SE/4 SW/4 of
Sectiona 31, Township 18 South, Range 39 East, N.M.P.M., Lea
County, New Mexico. Primary Fuels, Inc. proposes to dedicate the
referenced pooled unit to a well to be located at a standard
locaticn in the SE/4 SW/4 of said Section 31.

This aoplication has been set for hearing before a Division
Examinzr on April 27, 1988. You are not required to attend this
hearing, but as an owner of an interest that may be subject to
pooling, you may appear and present testimony. Failure to appear
at that time and become a party of record will preclude you from
challerging this application at a later date.

Vepy truly yo

WILLIAM F\ CARR
ATTORNEY FOR PRIMARY FUELS, INC.

WFC/mlh
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CAMPBELL 8 BLACK. r.A.

LAWYERS
JACTK M. CAMPBELL GUADALUPRPE PLAZE
BRUCE D. BLACK SUITE | - 110 NORTH GUADALUPE
MICHAEL B. CAMPBELL

POST OFFICE BOX 2208
WIiLtiaAM F. CARR

BRADFORD C. BERGE SANTA FE, NEW MEXICO 87504-2208
J. 3COTT HALL
PETER N. IVES
JOMN H, BEMIS

MARTE C. LIGHTSTONE

TELEPHONE: {(S505] 6£8-442i

TELECOPIER: (508) S£3-8C43

April 6, 1988

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Barton Brothers Land and
Royalty Company

Post Office Box 968

Hobbs, New Mexico 88201

Attn: Roy G. Barton, Jr.

Re: Application of Primary Fuels, Inc. for Compulsory
Pooling, Lea County, New Mexico

Dear Sirs:

This l2tter is to advise you that Primary Fuels, Inc. has filed
an application with the New Mexico 0il Conservation Division
seekinc the force pooling of all mineral interests to the base of
the Sar Andres formation for any and all formations and/or pools
develoned on 40-acre spacing, in and under the SE/4 SW/4 of
Section 31, Township 18 South, Range 39 East, N.M.P.M., Lea
County, New Mexico. Primary Fuels, Inc. proposes to dedicate the
referenced pooled unit to a well to be located at a standard
locaticn in the SE/4 SW/4 of said Section 31.

This aoplication has been set for hearing before a Division
Examiner on April 27, 1988. You are not required to attend this
hearing, but as an owner of an interest that may be subject to
pooling, you may appear and present testimony. Failure to appear
at that time and become a party of record will preclude you from
challerging this application at a later date.

Very truly yowrs,
WILLIA¥1;. CARR

ATTORNEY FOR PRIMARY FUELS, INC.

WFC/mlh
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CAMPBELL 8 BLACK. r.a.

LAWYERS

£ pLacct
JACK M. CAMPBELL GUADALUPE Al

BRUCE D. BLaCHK SUITE | - 110 NORTH GUADALUSE
MICHAS L B. CAMPRELL POST OFFICE BOX 2208
WiLlL.tAM F, CARP _
SADFORD C. BERGE SANTA FE, NEW MEXICO 87504-2208
2. BCOTT mALL TELEPHONE: {(S0S) 988-442

PETER N. IVES
5 TELECOPIER: (SC5S) 983-6C43
JORN H. BEIM

MAQTE D, LIGHTSTONE

April 6, 1988

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

M. Brac¢ Bennett, Inc.
Post Office Box 2062
Midland, Texas 79702

Re: Application of Primary Fuels, Inc. for Compulsory
Pooling, Lea County, New Mexico

Dear Sirs:

This letter is to advise you that Primary Fuels, Inc. has filed
an application with the New Mexico 0il Conservation Division
seeking the force pooling of all mineral interests to the base of
the San Andres formation for any and all formations and/or pools
develoned on 40-acre spacing, in and under the SE/4 SW/4 of
Section 31, Township 18 South, Range 39 East, N.M.P.M., Lea
County, New Mexico. Primary Fuels, Inc. proposes to dedicate the
referenced pooled unit to a well to be located at a standard
locaticn in the SE/4 SW/4 of said Section 31.

This application has been set for hearing before a Division
Examiner on April 27, 1988. You are not required to attend this
hearing, but as an owner of an interest that may be subject to
pooling, you may appear and present testimony. Failure to appear
at that time and become a party of record will preclude you from
challenging this application at a later date.

Very truly yaqurs,

+

-

WILLIAM F. CARR
ATTORNEY FOR PRIMARY FUELS, INC.

WFC/mlh
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BEFORE THE
OIL CONSERVATION DIVISION }
DL GO lSERVALIL T Liviy i

Uik
ENERGY, MINERALS, AND NATURAL RESOURCES DEPARTMEN

IN THE MATTER OF THE APPLICATION OF
PRIMARY FUELS, INC. FOR COMPULSORY POOLING,
LEA COUNTY, NEW MEXICO. CASE NO.

APPLICATION

PRIMARY FUELS, INC. by its undersigned attorneys, hereby
makes application pursuant to Section 70-2-17, N.M.S.A. (1978)
for an order pooling all of the mineral interests from the
surface to the base of the San Andres formation (approximately
4550 feet) for any and all formations and/or pools developed on
40~-acre spacing in and under the SE/4 SW/4 of Section 31,
Township 18 South, Range 39 East, N.M.P.M., Lea County, New
Mexico, and in support thereof would show the Division:

1. Applicant owns or represents approximately 76% of the
working interest in and under the SE/4 SW/4 of Section 31, and
Applicant has the right to drill thereon.

2. Applicant proposes to dedicate the above-referenced
pooled unit to its Harvard Well Mo. 1 to be located at a standard
location 330 feet from the South line and 1980ffeet from the West

line in the SE/4 SW/4 of said Section 31.



3. Applicant has sought and obtained either voluntary
agreement for pooling or farmout from all other interest owners
in the SE/4 SW/4 of said Section 31 except for the following
interest owners:

Anadarko Production Corporation 15.3% W.I.

Post Office Box 2497

Midland, Texas 79702

A-tn: Wayne Wheelis

M. Brad Bennett, Inc. ' 5.6% W.I.

Post Office Box 2062

Midland, Texas 79702

Barton Brothers Land and Royalty Company 3.0% M.I.

Post Office Box 968

Hobbs, New Mexico 88201

Attn: Roy G. Barton, Jr.

John Bayz ‘ .7% M,I,
(address unknown)

4. Said pooling of interests will avoid the drilling of
unnecessary wells, will prevent waste and will protect correla-
tive rights.

s, In order to permit the Applicant to obtain its just and
fair share of the oil and gas underlying the subject lands, the
mineral interests should be pooled, and Applicant should be
designated the operator of the well to be drilled.

WHEREFORE, Applicant prays that this application be set for
hearing before a duly appointed examiner of the 0il Conservation
Division on April 27, 1988, and that after notice and hearing as
required by law, the Division enter its order pooling the lands,
including provisions for Applicant to recover its costs of
drilling, equipping and completing the well, its costs of

supervision while drilling and after completion, including



overhead charges, and imposing a risk factor for the risk assumed

by the Applicant in drilling, completing and equipping the well,

and making such other and further provisions as may be proper in

the premises.

Respectfully submitted,

CAMPBELL & BLACK, P.A

By C<a’/%¢/ ’\V/%-,\

WILLIEM F. CARR  ~_

Post Office Box 2208

Santa Fe, New Mexico 87504
(505) 988-4421

ATTORNEYS FOR PRIMARY FUELS, INC.



AUTHORIZATION FOR EXPENDITURE
DRILLING AND COMPLETION

PRIMARY FUELS, INC.

“SPEAATOR , OISTRICT DAILLING AR NO, OMPLET! . e
Primary Puels, Inc. Midland 187
O wiLtocar T OFVELOPMENT 0 ExPLORATORY |PROPOSED FORMATION PROPGSED WELL DEFTH
O RECOMPLETE O REPAIR PRGPOSED San Andres 4550'
WELL NAME AND NO, LOCATION OATR
Hatrvard No. 1 Sec. 31, T185, R3ISE g sorrwent | 11/06/87
CO /MR ot STATE FIELD OR AREA PROSPECT
LEA N.M, Foaster San Andres Cuidad
A | 0100-1822- XX INTANGIBLES DRY HOLE ) COMPLETION |  TOTAL
001 [ Contract Drilling 4550  rees 6.50/pe. |§ 29575 $ s 293573
Crrilting on Day Work Days@ $ {Dsy
002 cOND:R"ACT Other Day Work 2 Dwis®$ 3500 /Dav 3500 3500 7000
002 WORK | ComPietion Nig 4 Dayses 1600 /Day RIIUY 6400
003 Other Contractors Charges (Rig Up / Down)
004 Location, Roads, Pits, Survey, Parmits, Oredging, Damages 12000 2500 14500
005 | Bits, Coreheads, Stabilizars, Reamers, etc. ’ 500 200
009 | Well Evsluation & Logging 5000 1000 6000
008 Mud and Cherricels 4000 1000 5000
007 | Fusi, Power, Water 25007 2500
008 Cement and Camenting Services, Cemanting EQuipment, Hangers, Packars 5000 6000 11000
018 Lend Trensportation 500 500 1000
017 Marine Tramsportation
018 Air Transportation -
011 | Contract Services 3000 3000
013 | Tool Rental Including Small Diametar Drill Pipe 1000 500 1500
014 Insurence 5000 5000
012 Stimutation Trsatmaent 1000 1000
022 | P & A Inciude Restore Location and Roads 1000 ) 3000
010 Supervision: Enginsering, Geologics!, Consultants 3600 1800 5400
030 | Overheaad 1800 900 2700
015 | Other Well Services J 750 750 1500
023 | Miscellanecus Cost and Contingencies ® 20% ol 5% 11583 4403 15986
~ TOTAL INTANGIBLES|S 91808 $_30753 $ 122561
Sub 0100-1823-XXX TANGIBLES DRY HOLE COMPLETION TOTAL
Ascount | CASING FT. N, LB.|GR. $
Conductor .
001 [ surfacs 300 | 8-5/8) 24 | X55 13 3900 3%00
002 Protection
Productrion| 922U | 5-172 15 K55 4
003 Liner 27300 27300
004 Tubing 4450 1-3/81 4.7 J55 2,50
11125 11125
007 | Watihesd Rquipment 800 2000 2800
008 Other Controllable Subsurface Equipment 500 500
008 | Noa-Controliabis Subsurface Equipment 200 500
008 Miscallsneous & Contingencies @ 10% 470 “4I4y 4613
TOTAL TANGIBLES 5170 45568 50738
Totst Well Cos: Thru Christmas Tros $ 96978 $ 76321 $ 173299
8u|
Auo:m 0100-1823-XXX PRODUCTION EQUIPMENT
013 Tenks and Accessory Equipment 4000
012 Non Cantroiiable Surface Equipment & Contingancies @ 15% 8925
008 Pumping Jnit and Engines & sucker rods 35000
010 Maters and Rugulating Equipment 1500
014 Processing, Dehydration & Separation Equipment 15000
01?7 Platforms
009 Fleid Pipelines and Lesse Equipment 1500
015 tnstallstion 2500
VAR Facilities (018) Water Supply (018) Secondary Hecovery {020)
018 Cornpressors
TOTAL PRODUCTION EQUIPMENT|[$ G S 68425
TOTAL PROJECT COST $_ 96978 S 76321 $ 241724
COMPANY OWNERSHIP COMPANY COST — DRY HOLE COMPANY COST — COMPLETED
acp % | ACP . » 7 : '
PREPARKD 8Y et et oate [eris TV o~ DATE
T /o7 |t <. ks W
CAND DATE | DISTRICT DATE |ENGINEERING pate
JOINT INTEREST APPROVAL (Attach Separate Page if Necessary)
COMPANY NAME Wi % APPROVAL
COMPANY NAME wi % APPROVAL
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