STATE OF NEW MEXICO ’
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

APPLICATION OF LANCE OIL & GAS COMPANY, INC.
FOR COMPULSORY POOLING
SAN JUAN COUNTY, NEW MEXICO.

CASE NO. 13537

CERTIFICATE OF MAILING
AND
COMPLIANCE WITH ORDER R-8054

STATE OF NEW MEXICO )

) SS.
COUNTY OF SAN JUAN )

Anne Jones, being first duly sworn, hereby certifies that she is an landman for the
Applicant and responsible for notification in this matter and that the notice provisions of
Division Rule 1207 (Order R-8054) have been complied with, that Applicant has caused to
be conducted a good faith diligent effort to find the correct addresses of all interested
parties entitled to receive notice, that on August 3, 2005, she caused to be mailed by
certified mail return-receipt requested the attached notice of this hearing and a copy of the
application for the above referenced case, at least twenty days prior to the hearing of this
case set for August 25, 2005 to the parties shown in said application and as evidenced by

- the attached copies of return receipt cards and/or receipts of certified mailing, and that

pursuant to Division Rule 1207, notice has been given at the correct addresses provided by

such rule.

Anne Jones

SUBSCRIBED AND SWORN to before me this 24th day of August 2005, by Anne Jones.

Casiee & Wakasde , Notary Public

My Commission Expires: _t(30|200q ‘) GRS UBL - STATEOF NEW MEXCO

57 My commission expires: _to{ 30| 2009

OFFICIAL SEAL

BEFORE THE OIL CONSERVATION DIVISION
Santa Fe, New Mexico
Case No. 13537 Exhibit No. 13
Submitted by:
LANCE OIL & GAS CO., INC.
Hearing Date: August 25, 2005




N KELLAHIN & KELLAHIN
| Attorney at Law

' PO Box2265 :

W. Thomas Kellahin ‘ . Santa Fe, New Mexico: 37504 Telephone 505—982—4285

e s (7o Guadsupe | Faesmle S00SR AT

New Mexico ! Board of Legal Speaalizahon ' Santa Fe New Mexwo 87501 o .,kellahm@_e__,arthlmk‘ neI .
August3 2005

TO: NOTICE OF THE HEARING OF THE FOLLOWING NEW
* MEXICO OIL CONSERVATION DIVISION CASE' S Lo

S As ‘an: mterest ownet who ‘may be aﬂ'ected:b" thls ap hcatxon, we. are:_ ,

o notxfymg you of your right to appear at the. hearing and par Clp ‘in this .'
including the nght'to present evidence either in ‘support of o ythe
application.  Failure -to appear. at the_”_heanng may preclude you from any I
mvolvement m thls 'case at a later date. - : S o

Pursuant to. the Dmsxons Rule 1208 ,;you are furthg; nottﬁed that. ifyou
- in this case or to;_oppose the bposed‘ isk charge (See 'Order R-
to file a P 'wnth the Divi

- 598-5601 Ext 62.

, \. /V[Thomas Kellahin
Certified Mail-return receipt requested - :




“ STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE APPLICATION
OF LANCE OIL & GAS COMPANY, INC.
FOR COMPULSORY POOLING INCLUDING
OPTIONAL INFILL WELL PROVISIONS,
SAN JUAN COUNTY, NEW MEXICO.
CASE NO.

APPLICATION

Lance Oil & Gas Company, Inc. ("Lance") by its attorneys, Kellahin & Kellahin,
and in accordance with Section 70-2-17.C NMSA (1978) seeks an order pooling all
mineral interests to the Fulcher Kutz-Pictured Cliffs formation and the Basin Fruitland
Coal-Gas Pool underlying the following described acreage in Section 22, T29N, R13W,
NMPM, San Juan County, New Mexico: (a) the W/2 of this section to form a standard
320-acre gas spacing and proration unit for any production from the Basin Fruitland Coal
Gas Pool to be dedicated to its FRPC “22” Well No. 2 (API# 30-045-33160) to be drilled
at a standard gas well location in the NW/4 and to its FRPC “22” Well No. 3 to be drilled
at a standard gas well location in the SW/4; and (b) the NW/4 and the SW/4 to form two
standard 160-acre gas spacing and proration unit for any production from the Pictured
Cliffs formation, including but not limited to the Fulcher Kutz-Pictured Cliffs Gas Pool
with the NW/4 dedicated to the FRPC “22” Well No. 2 and the SW/4 dedicated to the
FRPC “22” Well No. 3 both for downhole commingled production from the Basin
Fruitland Coal Gas Pool and the Fulcher Kutz-Pictured Cliffs Gas Pool. The applicant
also seeks to include provisions for subsequent operations and procedures for an optional
“infill” coalbed-gas well. Also to be considered will be the costs of drilling and
completing these wells and the allocation of the costs thereof as well as actual operating
costs and charges for supervision, designation of Lance Oil & Gas Company, Inc. as the
operator of the well and a 200% charge for risk involved in this well.

In support of its application, Lance Oil & Gas Company, Inc. (“Lance”)
states: '

1.Effective October 1, 2004, Lance Becamc the successor to Richardson
Operating Company (“Richardson™).
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2. Lance has a working interest ownership in the oil and gas minerals from
the surface to the base of the Pictured Cliffs formation underlying the NW/4, the
SW/4 and the W/2 of Section 22, T29N, R13N, NMPM, San Juan County, New
Mexico.

3. These gas spacing units are located within the boundaries of the Basin
Fruitland Coal Gas Pool and the Fulcher Kutz-Pictured Cliffs Gas Pool.

4. By letter dated, June 2, 2005, Lance proposed to the other working
interest or mineral owners its FRPC “22” Well No. 2 be drilled and dually
completed in the Pictured Cliffs and Fruitland coalbed formations to be dedicated
to a standard 320-acre gas spacing and proration unit consisting of the W/2 and a
standard 160-acre gas spacing and proration unit consisting of the NW/4 both in
Section 22. '

5. On June 17, 2005, the OCD-Aztec, approved an APD filed by Lance for
* its FRPC “22” Well No. 2 and assign API #30-045-33160.

6. By letters dated, July 13, 2005, Lance proposed to Synergy Operating,
LLC both its FRPC “22” Well No. 2 (NW/4) and its FRPC “22” Well No. 3
(SW/4) be drilled and dually completed in the Pictured Cliffs and Fruitland
coalbed formations to be dedicated to a standard 320-acre gas spacing and
proration unit consisting of the W/2 and standard 160-acre gas spacing and
proration unit consisting of the NW/4 for the FRPC “22” Well No. 2 and the
SW/4 for the FRPC “22” Well No. 3 all in Section 22.

7. After its well proposal letters, Lance learned that Synergy was “top
leasing” interests held by Lance and in direct competition with Lance for the
development of the W/2 of this section.

8. On July 20, 2005, after receiving Lance’s well proposal letters, Synergy
Operating LLC (“Synergy”) applied for and received OCD approval for an APD
for its well in the SW/4 of this section.

9. On July 13, 2005, Lance received a letter dated July 13, 2005 from
Synergy Operating, LLC proposing wells that conflict with those being proposed
by Lance for the W/2 of this section. ‘
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10. On July 20, 2005, seven days after sending its well proposal letter to
Lance, Synergy filed its application for compulsory pooling of the W/2 of this
section that is docketed as OCD Case 13539 and currently pending hearing on the
August 11, 2005 docket.

11. On July 27, 2005, a representative of Lance met with Mr. Patrick
Hegarty, a principal of Synergy, who declined to settle this matter.

12. Despite its reasonable efforts, Lance has been unable to obtain a
written voluntary agreement from certain uncommitted working interest and/or
mineral interest owners as shown on Exhibit “A” and has also been unable to
reach a voluntary agreement with Synergy.

13. The applicant also secks to include provisions for subsequent
operations and procedures for an optional “infill” coalbed gas well. See Exhibit
“B” attached.

14. Pursuant to Section 70-2-17.C NMSA (1978) and in order to obtain its
just and equitable share of potential production underlying this spacing unit,
Lance needs an order of the Division pooling the interest identified above in order
to protect correlative rights and prevent waste.

15. Applicant, in the absence of timely objection, will present its evidence
by affidavit as provided by Division Rule 1207.A(1) and request the 200% risk
charge in accordance with Commission Order R-11992, effective August 15,
2003.

16. In accordance with the Division's notice requirements, a copy of this
application has been sent to the parties whose interest is to be pooled as listed on
Exhibit "A" notifying each of this case and of the applicant's request for a hearing
of this matter before the Division on the next available Examiner's docket now
scheduled for August 25, 2005.
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WHEREFORE, Lance Oil & Gas Company, Inc, as-applicant, requests that this
apphcanon be set for hearmg on August 25, 2005 before the Division's duly appointed

- examiner, and that after notice and hearing as requlred by law, the Division enter its order
pooling the mineral interest descnbed in the appropriate spacing unit for these wells to be
‘ 'dnlled at standard Well locatlons upon terms-and: conditions: whlch mclude

(1) Lance: 011 & Gas Company, lnc be named operator , |

@) Prowswns for. apphcant and all workmg mterest owne;s to. partxcxpate in the costs of

' ‘dnilmg, completmg, eqmppmg and. operatmg the well

: :(3) Provxsions for subsequent operatlons and procedures for an opnonal “mf ll” : '
coalbedgaswell g e ; S , '

~(505) 988-4421 } =
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