
United States Department of the Interior 
BUREAU OF LAND MANAGEMENT 

ROSWELL DISTRICT OFFICE 
1717 West Second Street 

Roswell, New Mexico 88202 

IN REPLY REFER TO: 
NMNM94487X 
3180 (06200) 

Santa Fe Energy Resources, I n c . 
A t t e n t i o n : Mr. Joe Hammond 
550 W. Texas, S u i t e 1330 
M i d l a n d , TX 79701 

FEB 2 9 1996 
R E C E I V E D 

MAff 01 B95 

LANDBEPt 

Gentlemen: 

Your application of February 20, 1996, f i l e d with the BLM requests the 
designation of the Tomcat Unit area, embracing 3840.00 acres, more or leas. 
Lea County, New Mexico, as l o g i c a l l y subject to exploration and development 
under the u n i t i z a t i o n provisions of the Mineral Leasing Act as amended. 

Pursuant to u n i t plan regulations 43 CFR 3180, the land requested as outlined 
on your p l a t marked Exhibit A, Santa Fe Energy Resources, Inc., Tomcat Unit, 
Lea County, New Mexico, i s hereby designated as a l o g i c a l u n i t area and has 
been assigned No. NMNM94487X. This designation i s v a l i d f o r a period of one 
year from the date of t h i s l e t t e r . 

The u n i t agreement submitted f o r the area designated should provide f o r a w e l l 
to t e s t the Atoka Formation or to a depth of 14,050 feet, whichever i s the 
lesser depth. Your proposed use of the Form of Agreement f o r Unproved Areas 
w i l l be accepted with the modifications to Sections 9, 11, 12, and 17B as 
shown on the enclosed pages. Corrections that need to be made to Exhibits A 
and B are shown i n red on the enclosed Exhibits. 

I f conditions are such that further modification of said standard form i s 
deemed necessary, two copies of the proposed modifications with appropriate 
j u s t i f i c a t i o n must be submitted to t h i s o f f i c e f o r preliminary approval. 

In the absence of any type of land requiring special provisions or any 
objections not now apparent, a duly executed agreement identical with said 
form, modified as outlined above, w i l l be approved i f submitted in approvable 
status within a reasonable period of time. However, notice i s hereby given 
that the right i s reserved to deny approval of any executed agreement 
submitted which in our opinion, does not have the f u l l commitment of 
sufficient lands to afford effective control of operations in the unit area. 

When the executed agreement i s transmitted to the BLM for f i n a l approval, 
include the l a t e s t status of a l l acreage. I n preparation of Exhibits "A" and 
"B", follow closely the format of the sample exhibits attached to the r e p r i n t 
of the aforementioned form. 

NEW MEXICO 
OIL CONSERVATION DIVISION 

. .EXHIBIT V A 

CASENO IWUO 
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Inasmuch as t h i s u n i t agreement involves State and Fee lands, we are sending a 
copy of the l e t t e r t o the Commissioner of Public Lands and the NMOCD. Please 
contact the State of New Mexico before s o l i c i t i n g joinders regardless of p r i o r 
contacts or clearances from the state. 

Sincerely, 

Tony L. Ferguson 
Assistant D i s t r i c t Manager, 
Minerals Support Team 

Enclosures 
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LAW ACRES' FEDERAL 3)20110 
STATE 68000 
FEE 

TOTAL 384*00 ACRES 

o TRACTS AS LISTED 
ON I 

8ANTA FE ENERGY RESOURCES, MC. 
TOMCAT UNIT AREA 

LEA COUNTY. NEW MEXICO 
TOMCAT UMT OOTUNE 

14 



th4tt aeiLiuu. 

-The AO-may-modify any. j^)Ljthe_ drilling requiremi 
reasijnabie--eALeusiuu!» uf l':Lme~wtLen7 

jJJL 

is—optnton-

2 ing in this unit 
iABLE DELAY, 

9a. Multiple well requirements. Notwithstanding 
agreement to the contrary, except Section 25, UNA5& 
wells ̂ shall be drilled with not more than 6 months time elapsing between the 
completio~tKof the f i r s t well and commencement of drilling operations for the 
second well and with not more than 6 months time elapsing between completion 
of the second weil and the commencement of drilling operations for the third 
well,...regardless^sf whether a discovery has been made in any well drilled 
under this provision.^Both the^initial well and the second well must be 
drilled in compliance with^tte above specified formation or depth requirements 
in order to meet the dicJ^teV-Qf this section; and the second well must be 
located a minimum of / miles^from the i n i t i a l well in order to be 
accepted by the AO^s the second unit^test well, within the meaning of this 
section. The third test well shall be diligently drilled, at a Location 
approved by tfee AO, to test the formation or to a depth of 
feet, whichever is the lesser, and must be located a minimum of 
from botfefthe i n i t i a l and the second test wells. Nevertheless, 
of th^aiscovery of unitized substances in paying quanti 
un' 

ailes 
in the event 

es by any well, this 
agreement shall not terminate for failure to complete the well 

cogram, but the unit area shall be contracted automatically, effective the 
f i r s t day of the month following the default, to eliminate by subdivisions (as 
defined in Section 2(e) hereof) a l l lands not then entitled to be in a 
participating area. 

Until the establishment of a participating area, the failure to commence a. 
well subsequent to the drilling of the i n i t i a l obligation well, or in the case 
of multiple well requirements, i f specified, subsequent to the drilling of 
those multiple wells, as provided for in this (these) section(s), within the 
time allowed including any extension of time granted by the AO, shall cause 
this agreement to terminate automatically. Upon failure to continue drilling 
diligently any well other than the obligation well(s) commenced hereunder, the 
AO may, after 15 days notice to the Unit Operator, declare this unit agreement 
terminated. Failure to commence drilling the i n i t i a l obligation well, or the 
fi r s t of multiple obligation wells, on time and to d r i l l i t diligently shall 
result in the unit agreement approval being declared invalid ab initio by the 
AO. In the case of multiple well requirements, failure to commence drilling 
the required multiple wells beyond the f i r s t well, and to d r i l l them 
diligently, may result in the unit agreement approval being declared invalid 
ab initio by the AO; 

10. PT_Afl nv FT TR TITER HFVPTOPMFNT AND OPERATION. Within 6 months after 
a wrl 1 rvTpnhJ[r_ nf prorinfiinR iinTM ffil wuLU aur^s i n I'Hyinff 

re-TJnTE^perator shall submit for the approvalof"~"tfe 
completion of 
quanti^ies-r---eb^UnTt^perator shall submit for the approval dT-tfee^p^an 
acceptable plan of development and operation for the unitized land which, when 

'Provisions to be included only when a multiple well obligation is 
T-oniH TPfi. 
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Chapter 1 - Unitization (Exploratory) 

Agreements and Obligations 

645.1.3W 

(4) Approved form of unit agreement circulated to interest 
owners for execution; 

(5) Executed agreement submitted to the Area Supervisor for 
review and forwarding with recommendations to Bureau of 
Indian Affairs; and 

(6) Final approval by BIA (Indian owners should have approval 
prior to submission of executed agreement). I f Federal 
lands are also involved, BIA returns approved agreement 

^^_£o—SttpeTvTsor for his~"a"pproval which should determine the 
- '"""ef £ ective^date of the 

""approvi 
agreemi 

Handling Existing Wells 

If* 

ient. 

At times, producing-tSr producible o i l or gas wells maybe 
present wj£h£xT'the area proposed for unitization. When- such 

a discovery of questionable significance, the 
following paragraph should be added to section 11, " P a r t i c i ­
pation After Discovery" of the. model form of unit 
for unproved Areas (Exhibit 4): 

"Determination as to whether a well completed within 
the unit area prior to the effective date of this agree­
ment i s capable of producing unitized substances i n 
paying quantities shall be deferred u n t i l an i n i t i a l 
participating area i s established as the result of the 
completion of a well for production i n paying quantities 
i n accordance with Section 9 hereof." 

In unusal cases, where existing wells indicate that a s i g n i f i ­
cant discovery of o i l or gas has been made on land proposed 
for unitization but where additional exploration and develop­
ment i s necessary, an i n i t i a l participating area based on the 
information from such wells may be established effective as of 
the effective date of the Unit agreement. However, the 
participating area application w i l l not be acted upon u n t i l 
the i n i t i a l test well has been d r i l l e d and completed as a 
paying unit well as -required by section 9 of the unit agree­
ment. In this situation, BLM should be advised not to ter­
minate any leases which would otherwise expire since a l l 
committed leases would automatically be extended on the 
effective date of the participating area. Section 9 may also 
be modified to require concurrent submission of a Plan of 
Operations and Development. 

2-26-76 (Release No. 29) -26-



production from two or more participating areas is subsequently found to be 
from a common pool or deposit, the participating areas shall be combined into 
one, effective as of such appropriate date as may be approved or prescribed by 
the>AO. The participating area or areas so established shall be revised from 
time^o time, subject to the approval of the AO, to include additional lands 
then regarded as reasonably proved to be productive of unitized substances in 
paying quantities or which are necessary for unit operations, or to exclude 
lands theh regarded as reasonably proved not to be productive of unitized, 
substances \n paying quantities, and the schedule of allocation percadrages 
shall be revised accordingly. The effective date of any revision shall be the 
f i r s t of the mô th in which the knowledge or information is obtained on which 
such revision is predicated; provided, however, that a more appropriate 
effective date mayxbe used i f justified by Unit Operator and.approved by the 
AO. No land shall b^ excluded from a participating area on account of 
depletion of its unitized substances, except that any participating area 
established under the provisions of this unit agreement shall terminate 
automatically whenever a l l completions in the formation on which the 
participating area is based, are abandoned. 

\ 

I t is the intent of this section that a participating area shall represent the 
area known or reasonably proved\to be productive of unitized substances in 
paying quantities or which are necessary for unit operations; but, regardless 
of any revision of the participating area, nothing herein contained shall be 
construed as requiring any retroactive adjustment for production obtained 
prior to the effective date of the revision of the participating area. 

In the absence of agreement at any/ time\?etween the Unit Operator and the AO 
as to the proper definition or redefinition of a participating area, or until 
a participating area has, or areas have beep, established, the portion of a l l 
payments affected thereby shall, except royaSLty due the United States, be 
impounded in a manner mutually acceptable to the owners of committed working 
interests. Royalties due/the United States shall be determined by the AO and 
the amount thereof shalj/be deposited, as directed by the AO, until a 
participating area is f i n a l l y approved and them adjusted in accordance with a 
determination of the/sum due as Federal royalty on The basis of such approved 
participating area. 

Whenever i t is determined, subject to the approval of the AO, that a well 
drilled under this agreement is not capable of production^ of unitized 
substances iirpaying quantities and inclusion in a participating area of the 
land on whlcn i t is situated is unwarranted, production frors, such well shall, 
for the purposes of settlement among a l l parties other than working interest 
owners,/be allocated to the land on which the well is located, \unless such 
land is already within the participating area established for ttte pool or 
deposit from which such production is obtained. Settlement for working 
interest benefits from such a nonpaying unit well shall be made as provided in 
the unit operating agreement. 

12. ALLOCATION OF PRODUCTION. All unitized substances produced from a 
participating area established under this agreement, except any part thereof 
used in conformity with good operating practices within the unitized area for 
drilling, operating, and other production or development purposes, or for 
repressuring or recycling in accordance with a plan of development and , 
operations that has been approved by the AO, or unavoidably lost shall be C^ 0^ 



deemed to accrue and "become payable during the term thereof as extended by 
this agreement and until^the required drilling operations are commenced upon 
the land covered thereby, or until some poxtioir of such land is included 
within a participating area_..^X^— 

16. CONSERVATION; Operations hereunder^and production of unitized substances 
shall be conducted to provide for the moste"cenpmical and efficient recovery 
of saj^substances without waste, as defined by or pursuant to State or 
Federal law or regulation. 

17. DRAINAGE, (a) The Unit Operator shall take such measures as the AO deems 
appropriate and adequate co prevent drainage of unitized substances from 
unitized land by wells on^iaiid not subject to this agreement, which shall 
include the drilling oj^rotectrve^ wells and which may include the payment of 
a fair and reasonable compensatory royalty, as determined by the AO. 

(b) Whenever a participating area approved under section 11 of this agreement 
contains unleased Federal lands, the value of 12| percent of the production 
that would be allocated to such Federal lands under section 12 of this 
agreement, if such lands were leased, committed, and entitled to 
participation, shall be payable as compensatory royalties to the Federal 
Government. Parties to this agreement holding working interests in committed 
leases within the applicable participating area shall be responsible for such 
compensatory royalty payment on the volume of production reallocated from the 
unleased Federal lands to their unitized tracts under section 12. The value 
of such production subject to the payment of said royalties shall be 
determined pursuant to 30 CFR part 206. Payment of compensatory royalties on 
the production reallocated from unleased Federal land to the committed tracts 
within the participating area shall f u l f i l l the Federal royalty obligation for 
such production, and said production shall be subject to no further royalty 
assessment under section 14 of this agreement. Payment of compensatory 
royalties as provided herein shall accrue from the date the committed tracts 
in the participating area that includes unleased Federal lands receive a 
production allocation, and shall be due and payable monthly by the last day of 
the calendar month next following the calendar month of actual production. I f 
leased Federal lands receiving a production allocation from the participating 
area become unleased, compensatory royalties shall accrue from the date the 
Federal lands become unleased. Payment due under the provision shall end when 
the unleased Federal tract is leased or when production of unitized substances 
ceases within the participating area and the participating area is terminated, 
whichever occurs first. 

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, conditions, and 
provisions of a l l leases, subleases, and other contracts relating to 
exploration, drilling, development or operation for o i l or gas on lands 
committed to this agreement are here£$^expressly modified and amended to the 
extent necessary to make tfis^aaie^conform to the provisions hereof, but 
otherwise to remain in fuitrtirce and effect; and the parties hereto hereby 
consent that the Sepretary shalXand by his approval hereof, or by the 
approval hereo£--by tiis duly authorized representative, does hereby establish, 
alter, change^ or revoke the drillingV^producing, rental, minimum royalty, and 
royaltv^requirements of Federal leases aammitted hereto and the regulations in 
respect thereto to conform said requirements to the provisions of this 



^tate of fitte ffiexho 
Commissioner of |liiMic ̂ Lmnhs 

RAY POWELL, M.S., D.VJVI. X (505) 827-5760 
COMMISSIONER 310 OLD SANTA FE TRAIL P.O. BOX 1148 FAX (505) 827-5766 

SANTA FE, NEW MEXICO 87504-1148 

March 6, 1996 

Santa Fe Energy Resources, Inc. 
550 West Texas, Suite 130 
Midland, Texas 79701 

Attn: Mr. Joe Hammond 

Re: Preliminary Approval 
Proposed Tomcat Unit Agreement 
Lea County, New Mexico 

Dear Mr. Hammond: 

NEW MEXICO 
OIL CONSERVATION DIVISION 

CASE NO.. 

.EXHIBIT. 

We have reviewed the unexecuted copy of the unit agreement which you have submitted for the 
proposed Tomcat Unit Area, Lea County, New Mexico. This agreement meets the general 
requirements of the Commissioner of Public Lands, who has this date granted preliminary 
approval as to form and content. 

Preliminary approval shall not be construed to mean final approval of this agreement in any way 
and will not extend any short-term leases. Also, any well commenced which penetrates its 
objective horizon prior to the effective date of the agreement will not be construed as the initial 
test well. 

When submitting your agreement for final approval, please provide the following: 

1. Application for final approval by the Commissioner setting forth tracts that have 
been committed and the tracts that have not been committed. 

2. All ratifications from the Lessees of Record and Working Interest Owners. All 
signatures should be acknowledged by a notary, and one set must contain original 
signatures. 

3. Order of the New Mexico Oil Conservation Division. Our approval will be 
conditioned upon subsequent favorable approval by the New Mexico Oil 
Conservation Division. 



Santa Fe Energy Resources, Inc. 
March 6, 1996 
Page 2 

4. Certificate of Determination from the Bureau of Land Management. Our approval 
will be subject to like approval by the Bureau of Land Management. 

5. Two copies of the Unit Agreement and one copy of the Unit Operating 
Agreement. 

Please submit a filing fee in the amount of $240.00. 

If you have any questions, or if we may be of further help, please contact Pete Martinez at (505) 
827-5791. 

Very truly yours, 

RAY POWELL, M.S., D.V.M. 
COMMISSIONER OF PUBLIC LANDS 

BY: ~ A ^ ^ U f -
LARRY KEHOE, Director 
Oil, Gas and Minerals Division 
(505) 827-5744 

RP/LK/cpm 

Enclosure 

cc: Reader File 
OCD~Attention: Mr. Michael Stogner 
BLM—Attention: Mr. Armando Lopez 
Commissioner's File 


