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STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL CONSERVATION DIVISION
" IN THE MATTER OF THE APPLICATION OF
EGL RESOURCES, INC..
FOR COMPULSORY POOLING
LEA COUNTY, NEW MEXICO CASENO. 13049

IN THE MATTER OF THE APPLICATION OF
DEVON ENERGY PRODUCTION COMPANY, L.P.

FOR COMPULSORY POOLING
LEA COUNTY, NEW MEXICO CASENO. 13048
| RESPONSE OF
E.G.L. RESOURCES, INC. AND ROBERT LANDRETH
TO DEVON'S MOTION FO

E.G.L. Resources, Inc., (“‘EGL”), and Robert Landreth, (“Landreth”™), for their

response to Devon Energy Production Company’s [Third] Motion For Stay, state:

SUMMARY

This is Devon’s third attempt to obtain a stay of a Division compulsory pooling

order. The motion should be denied for the reasons that (1) it is untimely; (2) does nc;t
meet the requirements of Rule 1220.B; (3) presents no new grounds for the motion; and

(4) has been made moot.

BACK: .

On May 13, 2002, the Division entered Order No. R-11962 pooling De.von’s
interests and designating EGL Resources, Inc. as operator of the Rio Blanco “4" Federal
Well No. 1 located on the N/2 of Section 4, T-23-S, R-34-E.

On May 21, 2003, EGL sent its estimated well costs to Devon and in a telephone

conversation that same day Devon’s landman expressly encouraged EGL “to proceed
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[with the well] as soon as possible.” (See Response of EGL Resources, Inc. and Robert
Landreth To Devon’s Motion For Stay filed on May 29, 2003.)
In 2 motion filed by it on May 27, 2003, Devon applied for a stay of Order No. R-
11962.
On the moming of May 28, 2003, EGL moved a workover rig onto the location |
and proceeded with operations.
On May 28th, later in the day, Devon filed another motion styled “[Request] for
- .an Emergency Order.Staying EGL Resources, Inc. fmmCommencing Operations”. This
second motion also sought to stay Order No. R-11962 and to prevent EGL “from
commencing operations before entry of a De Novo Order by the Commission”. *
On May 30, 2003, the Division entered Order No. R-11962-A denying both of the
Devon motions. The Division’s Order noted both that (1) the consolidated cases were
pending before the Commission for a hearing de novo and (2) Devon neither alleged nor
cstablished the existence of the circumstances under Rule 1220.B that arc necessary
prerequisites to the issuance of a stay order.
On approximately July 2, 2003, the Division received “Devon Energy Production
" Company, L. P.’s Motion To Stay Division Order-11962"* The motion asks the Division
“reconsider” Devon’s earlier request for stay
On the week of July 7, 2003, EGL commenced drilling operations on the Section

" 4 location with a deep drilling rig.

' EGL filed an A;gplication for Hearing De Novo on May 15®. Devon filcd its Application for Hearing De
Novo on May 27",

2 Devon Energy Production Company, L. P.'s Motion To Stay Division Order —11962 And Its Response To
EGL Resources, Inc. and Robert Landreth’s Motion To Stay (sic)

2
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- POINTS
1. The Moti ntimely.

It is noted that Devon expressly states it is seeking “reconsideration” of its earlier
motions for stay and the otder that issued as a result. Properly, under Rule 1220.A of the
Division’s rules, Devon had until June 29, 2003 to perfect a de novo appeal to the
Commission of the Division’s May 30, 2003 Order denying Devon’s two motions for
stay. Devon’s third motion was filed on July 2™ and is consequently untimely. It should
be further noted that the motion was filed after the Division had beeri divested of
| jurisdiction by virtue of Devon’s May 27, 2003 Application for Hearing De Novo.

2. Devon Fails To Meet The Requirements of Rule 1220.B

Devon seeks a stay of a Division compulsory pooling order for the reason that the
order is the subject of a de novo appeal to the Commission and that EGL/Landreth will
have an “unfair advantage” over Devon in these proceedings. (Devon’s [Third] Motion
To Stay, pg. 14.) Devon offers no other grounds for the issuance of a stay.

Rule 1220(B) of the Rules and Regulations of the Oil Conservation Division, 19
NMAC 15.N.1220(B), permit the Director to eater a stay of a Division order “...if a stay
is necessary to prevemt waste, protect correlative rights, protect public health and 1he
environment or prevent gross negative consequences to any affected party...”,

Devon fails to establish, or even allege, that (1) waste is threatened, (2) correlative
rights are in jeopardy, (3) public health or the environment are at risk, or (4) that “éross
negative consequences” will accruc to any party from the Division’s compulsory pooling
order. Devon does not assert that it will suffer harm if the order is not granted. It does not

have a lease expiration situation and it is threatened with no other loss.
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Devor’s only argument is that drilling should wait until the Commission can hear
the de novo applications. Such “gencralized concerns™ are insufficient grounds for the
" issuance of a stay order. (Order No. R-11663; Application of McElvain Oil and Gas
Ifroperﬁes, Inc. for Compulsory Pooling, Rio Arriba County, New Mexico; Case No.
12705.)
3. Devon t ds For Its Third Motion
We have scoured Devon’s [Third} Motion To Stay. We have found no allegations
. or assertions setting forth new grounds. for granﬁné the-motion, only repetitions of the
sarue old material, just like in Groundhog Day.
4. Devoz.1's Motion Is Moot
Devon’s third attempt to prevent EGL from operating the Rio Blanco “4” Federal
Well No. 1 has been rendered moot by (1) the completion of workover operations, and
(2) the commencement of drilling operations. Moreover, Devon’s third motion is #n
impermissible collateral attack on the operation of a Division order that is the subject of a

pending de novo appeal before the Commiission.

CONCLUSION
Devon has a proper remedy to challenge the operation of Order No. R-11962 in

the pursuit of its De Novo appeal to the Commission in a hearing on the merits.
Otherwise Devon’s third motion for stay is wholly unjustified and should be denied. .

MILLER STRATVERT P.A.

By: 1. RN TJL“'Q’Q

7. Scott Hall
Attorneys for EGL Resources, Inc. and
Robert Landreth
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Post Office Box 1986
Santa Fe, New Mexico 8§7504-1986
(505) 989-9614

ificate

I hereby certify that a true and correct copy of the foregoing was faxed to
counsel of record onthe 7/  day of July 2003, as follows:

Thomas Kellahin, Esq.

Post Office Box 2265

Santa Fe, New Mexico 87504

Attorney for Devon Energy Production Company, LP

Carol Leach, Esq.

Energy, Minerals and Natural Resources Department
1220 South St. Francis Drive

Santa Fe, New Mexico 98504

David Brooks, Esq.

New Mexico Oil Conservation Division
1220 South St. Francis Drive

Santa Fe, New Mexico 98504

David Catanach, Esq.

New Mexico Oil Conservation Commission
1220 South St. Francis Drive

Santa Fe, New Mexico 98504

J. Scott Hall
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7. Scott Hall H.Bnl,okxltnhcy xs:::d . Sanchez ’
Thomas R, Mack Katherine W. Hall Michelle K. Ogtrye 150 Washinggon Ave., Suite 300
Thomas M. Domume Paula G, Maynos Kalsey D, Groon Santa Fe, NM 87501
Ruth O. Pregenzer Michael C. Roas Marcy Baysinger
Jefirey E. Joncs Cazla Prando David J, Matin Mhiling Addross:
Ross B, )’ﬂ"kﬂl JMI: 1, Sisnc Carcline Blankenship P.O. Box 1986
::: 1 gm ;3:7 n::-:g'w Matthew S, Rappeport  gova Fe, NM 87504-1986
abin A. Gobla Jeantter D, Hall GQouneal Telephone: (505) 989-9614
e ToraerL. Oleon Willism K. Swatver Facsimilc; (S05) 9899857
Kik R. Allen Nell Grobam Sule Samc B, Colling
FA( TRAN { (8] ET
July 25,2003
David Brooks, Esq. (505) 476-3462
David Catapach, Esq. (505) 476-3462
Thomas Kellahin, Esq. (505) 982-2047
J. Scott Hall OPERATOR: Ginny
Please see attached.

NUMBER OF PAGES INCLUDING COVER SHEET: 3

IF YOU DO NOT RECEIVE THE ENTIRE DOCUMENT, PLEASE CALL OUR SANTA
FE OFFICE AS SOON AS POSSIBLE AT (505) 989-9614.

Yok ke h Nk A

THE INFORMATION CONTAINED N THIS FACSIMILE MESSAGE (S CONFIDENTIAL AND INTENDED SOLELY FOR THR USE OF THE
INDIVIDUAL OR ENTITY NAMED ABOVE. [F TUE READER OF THIS MESSAGE IS NOT THE INTRNDED RECIPIENT, OR THE EMPLOYEE
OR AGENT RESPONSIBLE FOR DELIVERING )T TO THE TNTENDED RECIFIENT, YOU ARE HEREBY NOTIFIED THAT ANY
DISSEMINATION, DISTRIBUTION, AND COPYING, OR UNAUTHORIZED USE OF THIS COMMUNICATION 1S STRICTLY PROHIBITID, IF
YOU HAVE RECEIVED THIS FACSIMILE [N ERROR, PLEASE NOTIPY THE SENDER IMMEDIATELY BY TELEPHONE (COLLECT), AND
RETURN THE FACSIMILE TO THE SENDER AT THE ABOVE ADDRESS VIA THE U. 8, POSTAL SERVICE. THANK YOU.

PROFENFIONAL ASSOCIATION

ALBUQUERQUE EARMINGTON Las CRUCIS SARTA BE
(505) §221050 (405 352921 (5053 5132461 (305 9899614
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Sharon P, Gross Dena M. Kyle Todd A. Schwarz William K. Stratvest acsimile: (305) 98
Virginia Anderman Kirk R. Allen Nell Grabwn Sale James B. Colling .

*  NewMaxio Board of Spocializntion Revognized Spucidigt in Natural Resourees - Oil & Gas Law
** Now Modan Bowrd of Spectuibzation Recagnivod Specialist in Rog) Sstate Law

July 25, 2003

VIiA FACSIMILE
Mr. David Brooks

Mr. David Catanach

New Mexico Qil Conservation Division
1220 South St. Francis Drive

Santa Fe, New Mexico

Re:  Inthe Matter of the Application of Devon Energy Production Company, L.P. for
Compulsory Pooling, Lea County, New Mexico; Case No. 13048 Consolidated
With In the Matter of the Application of EGL Resources, Inc. for Compulsory
Pooling, Lea County, New Mexico; Case No. 13049

Gentlemen:

Briefing is now complete on the Amended Motion of EGL Resources, Inc. and Robert
Landreth for Temporary Suspension of Drilling Permits and I accordingly request that a hearing be
set in the matter. In this regard, the following materials have been filed with the Division.

1. June 26, 2003: Motion for Temporary Suspension;

2. July 2, 2003: Devon’s Motion to Stay Division Order R-11962 and its Response to EGL
Resources, Inc. and Robert Landreth’s Motion to Stay;

3. Julyll, 2003: Amended Motion of EGL Resources, Inc. and Robert Landreth for Temporary
Suspension of Drilling Permits; '

4. July 14, 2003: Reply Pursuant to Amended Motion of EGL Resources, Inc. and Robert
Landreth for Temporary Suspension of Drilling Permits;

5. Devon's Response to EGL Resources, Inc. and Robert Landreth’s Amended Motion to Stay.

PROFESSIONAL ASSOCIATION

ALBUQUERQUE FARMINGTON LAS CRUCES SANTA FI
(303) 8421950 (505) 3264521 (505) 5232481 (505) 9899614
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David Brooks, Esq.
David Catanach, Esq.
July 25, 2003

Page Two

I am available to attend a hearing any time today (Friday) or next Monday and I believe 30
minutes should be sufficient time to discuss the matter. It is my hope to have the matter resolved
before Tuesday, July 29" in any event.

Thank you for your consideration of this request.

Very truly yours,
MILLER STRATVERT P. A.

1.\ us-«:"&“&/Q

J. Scott Hall
JSH/glb
cc:  W. Thomas Kellahin (via facsimile)
Wes Perry

Bob Landreth
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OIL CONSERVATION

Reply to[ga%n %ION

150 Washington Ave., Suite 300
Santa Fe, NM 87501

Stephan M. Vidmar Ruth O. Pregenzer Michael C. Ross Marcy Baysinger
Seth V. Bingham Jeffrey E. Jones Carla Prando David J. Martin Mailing Address:
Timothy R. Briggs Ross B. Perkal Jennifer L. Stone Caroline Blankenship P.O. Box 1986
Rudolph Lucero James J. Widland Gary Risley Matthew S. Rappaport Santa Fe, NM 87504-1986
Deborah A. Solove Bradley D. Tepper** M. Dylan O’Reilly i
Gary L. Gordon Robin A. Goble Jennifer D. Hall Counsel . X
Lawrence R. White James R. Wood Jennifer L. Olson gelephc.)ln ‘T" (550(;5)998899 99865!74
Sharon P. Gross Dana M. Kyle Todd A. Schwarz William K. Stratvert acsimile: (505) 989-
Virginia Anderman Kirk R. Allen Neli Graham Sale James B. Collins

* New Mexico Board of Specialization R ized Specialist in Natural Resources - Qil & Gas Law

** New Mexico Board of Specialization R ized Specialist in Real Estate Law

July 29, 2003

Lori Wrotenbery, Director

New Mexico Oil Conservation Division
1220 South St. Francis

Santa Fe, New Mexico 87505

Re: New Mexico Oil Conservation Division Case No. 13085; Amended
Application of EGL Resources, Inc. and Robert Landreth for Pool Extension
 for the North Bell Lake-Devonian Gas Pool, or Alternatively, for Pool
. Creation and Special Pool Rules, and Expansion of Gas Spacing and

" Proration Unit, Lea County, New Mexico

Dear Ms. Wrotenbery:

Please be advised that I will be away on vacation from August 4™ through 8™.

Thank you.
Very truly yours,
MILLER STRATVERT P.A.
1. ) oy —L/Q\,.__Q_S{
J. Scott Hall .
JSH/glb _
cc:  W. Thomas Kellahin, Esq.
David Brooks, Esq.
David Catanach, Esq.
PROFESSIONAL ASSOCIATION
ALBUQUERQUE FARMINGTON LAS CRUCES SANTA FE

(505) 8421950 (505) 326-4521 (505) 5232481 (505) 989-9614
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July 30, 2003

HAND-DELIVERED

Cheryl Bada, Esq.

Office of General Counsel

Energy, Minerals and Natural Resources Department

1220 South St. Francis Drive
Santa Fe, New Mexico 87505

Re:

Dear Cheryl:

Scott P. Hatcher
Leonard D. Sanchez
Michelle K. Ostrye
Kelsey D. Green
Marcy Baysinger
David J. Martin
Caroline Blankenship
Matthew S. Rappaport

Counsel

William K. Stratvert
James B. Collins

- Oil & Gas Law

Reply to Santa Fe

150 Washington Ave., Suite 300
Santa Fe, NM 87501

Mailing Address:
P.O. Box 1986
Santa Fe, NM 87504-1986

Telephone: (505) 989-9614
Facsimile: (505) 989-9857

New Mexico Oil Conservation Division Case No. 13085; Amended
Application of EGL Resources, Inc. and Robert Landreth for Pool Extension
for the North Bell Lake-Devonian Gas Pool, or Alternatively, for Pool
Creation and Special Pool Rules, and Expansion of Gas Spacing and
Proration Unit, Lea County, New Mexico

Enclosed for your review is a briefing package consisting of the following materials:

1. June 26, 2003: Motion for Temporary Suspension;

2. July 2, 2003: Devon’s Motion to Stay Division Order R-11962 and its Response to EGL
Resources, Inc. and Robert Landreth’s Motion to Stay;

3. July 11,2003: Amended Motion of EGL Resources, Inc. and Robert Landreth for Temporary
Suspension of Drilling Permits;

4. July 14, 2003: Reply Pursuant to Amended Motion of EGL Resources, Inc. and Robert
Landreth for Temporary Suspension of Drilling Permits;

5. July _,2003: Devon’s Response to EGL Resources, Inc. and Robert Landreth’s Amended
Motion to Stay.

PROFESSIONAL ASSOCIATION

ALBUQUERQUE
(505) 8421950

FARMINGTON
(505) 326-4521

LAS CRUCES
(505) 523-2481

SANTA FE
(505) 989-9614



Cheryl Bada, Esq.
July 30, 2003
Page Two

In addition, I have enclosed a copy of Order No. R-11700 which is referenced in item 4,
above.

A separate package of these same materials is also being sent to Mr. Catanach.

Very truly yours,
MILLER STRATVERT P.A.

T . Xua—«,:———&c‘,gj{

J. Scott Hall

JSH/glb

Enclosures

cc:  W. Thomas Kellahin, Esq.
David Catanach, Esq. (w/encls.)
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August 11, 2003

VIA FACSIMILE
Mr. David Catanach

New Mexico Oil Conservation Division
1220 South St. Francis Drive
Santa Fe, New Mexico 87505

Re:  New Mexico Oil Conservation Case No. 13085; Amended Application of
EGL Resources, Inc. and Robert Landreth for Pool Extension for the North
Bell Lake-Devonian Gas Pool, or Alternatively, for Pool Creation and Special
Pool Rules, and Expansion of Gas Spacing and Proration Unit, Lea County,
New Mexico

Dear Mr, Catanach:

On behalf of the Applicants, I request a pre-hearing conference be scheduled at your earliest

. convenience in order to consider: (1) the Amended Motion of EGL Resources, Inc. and Robert

Landreth for Temporary Suspension of Drilling Permits, and (2) Devon’s August 4, 2003 request to

continue the August 21 hearing. With respect to the latter, I estimate the casc can be completed in
one-half day, rather than the 1% o 2 days indicated by Mr. Kellahin,

Thaok you for your consideration of this request.

Very truly yours,
MILLER STRATVERT P.A.
p——
7. ) ot Rl R

J. Scott Hall

JSH/glb

cc:  W. Thomas Kellahin, Esq, (via facsimile)

Gail MacQuesten, Esq. (via facsimile)
PROFESSIONAL ASSOCIATION
ALBUQUERQUE FARMINGTON LAS CRUCES SANTA FE

(505) 8421950 (505) 326-4521 (5037 523-2481 (505) 989.9614
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STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL CONSERVATION DIVISION

IN THE MATTER OF THE APPLICATION OF

EGL RESOURCES, INC. AND ROBERT LANDRETH

FOR POOL EXTENSION FOR THE NORTH BELL

LAKE-DEVONIAN GAS POOL, OR ALTERNATIVELY,

FOR POOL CREATION AND SPECIAL POOL RULES, AND

EXPANSION OF GAS SPACING AND PRORATION UNIT,

LEA COUNTY, NEW MEXICO CASE NO. 13085

SUPPLEMENT TO REPLY
PURSUANT TO AMENDED MOTION OF
E.G.L. RESOURCES, INC. AND ROBERT LANDRETH
OR TE SUSPENSI DRILLING )

E.G.L. Resources, Inc., (“EGL”), and Robert Landreth, (“Landreth”), offer these
additional comments pursuant to their Amended Motion seeking an order temporarily
suspending, or holding in abeyance the approval of drilling permits for the three proposed
Devon Energy Production Company Rio Blanco Devonian formation wells as issue in
this proceeding. Movants wish the Division’s Examiner to take these points into
consideration in the event oral argument on the motion is not held.

A Temporary Suspension Will Not Prejudice Devon

1. Dev enced operations.

In Devon Energy Production Company, L. P.’s Response To EGL Resources, Inc.
And Robert Landreth’s Amended Motion To Stay, Devon represents, no fewer than five
times, that it “has commenced”, “has already commenced”, or that it has “continuing

operations” on its three wells in Section 33 and Sectiop 9.
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A recent field check of each of the three Devon locations reveals that Devon has
not commenced operations. At each location, there is only a stake in the ground and
nothing more.

While the APD for the Section 9 location has been approved by the Division, the
BLM informs us that it has returned unapproved APD’s for the two wells at the proposed
locations in Section 33 so that Devon can correct deficiencies with its indicated casing
program. Devon could not “commence™ operations in Section 33 in any event.

2. on do t on Morrow completio

Devon bas stated a temporary stay will prevent it from drilling to and testing the
Morrow formation. It is not clear how it would be prevented from doing so, but the
Morrow is not at issue in this case in any event. Moreover, it should be noted that Devon
has attempted to permit its wells as “15000 MD" depth “Single Zone” gas wells, a clear
indication that it is targeting the Devonian and not the Morrow. (See Devon APD’s,
Exhibits 1 and 2, attached.)

3 evon's drilling schedule will not be i

Devon has claimed that it has in-fact “commenced” or is at least ready to drill jts
wells. Jis APD for its Section 9 location (Exhibit 3) reflects a July 1* spud date and its
returned Section 33 APD’s indicated a July 15™ approximate start date. Yet, Devon has
done nothing more than stake the locations.

Devon also claims that its rig availability will be interrupted. In fact, Devon has
let idle the nearby Patterson UTI Rig 5 while awaiting access to a location in Eddy
County. Instead of keeping the Patterson rig on stand-by, Devon could have easily put
the rig to work on Section 9 while it was in the proximity. Devon chose not to do so,

raising doubts about its rig unavailability claims.
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4, Dev ease expiration in the
This point has been made in the past and Devon does not deny it. A temporary

stay does not give rise to a lease expiration problem for Devon.

There is a reasonable basis to support the conclusion that Devon is delaying the
commencement of its wells in Section 33 and 4 for the reason that it will benefit from
having the results from the EGL Rio Blanco No. 4 well first. Devon is unlikely to start
its wells until the success of the Section 4 well is known and will thus incur no prejudice
from a temporary stay. This conclusion is consistent with Devon’s unprecedented efforts
to have the Division reopen Case No. 13048 and amend the compulsory pooling order to
compel EGL to abide by Devon’s plan of operations which called for extensive Jogging
and testing measurcs. Unquestionably, Devon hoped to utilize the data derived from its
extraordinary testing protocol for the Rio Blanco No. 4 well prior to making the decision
to commence the Section 9 and 33 wells.

Respectfully submitted,
MILLER STRATVERT P.A.

By: 1. S (,04::'7,{‘«_2&

J. Scott Hall
Attorneys for EGL Resources, Inc. and
Robert Landreth
Post Office Box 1986
Santa Fe, New Mexico §7504-1986
(505) 989-9614
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Certificate of Seyvice

I hereby certify that a true and correct copy of the foregoing was faxed to the
Division’s Examiner and counsel of record on the 14th day of August, 2003, as follows:

Thomas Kellshin, Esq.

Post Office Box 2265

Santa Fe, New Mexico 87504

Attorney for Devon Energy Production Company, LP

Gail MacQuestan, Esq.

New Mexico Ojl Conservation Division
1220 South St. Francis Drive

Santa Fe, New Mexico 98504

David Catanach

New Mexico Qil Conservation Division
1220 South St. Francis Drive

Santa Fe, New Mexico 98504

7. -—u-:\_‘ZQ‘anQ

J. Scott Hall
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“3a, Address Phont No. (melude ares Co08) 1T, Field ang Pool, ot Exploratory —
2D NQRYH BROADWAY, SUITE 1500 Ph 405.228.7512 WILDCAT
OKLAHOMA CITY, OK 73102 Fx; 408.552.4621
ool WE ot Joc2aion cIearly Gnd 18 DCCOTRRER WIth ity SIA1E Teguirements, ¥ TT T, T, K. M., or Ik, and Jurvey or Aree
| Atsurfuc SESW 1000FSL 1820FWL . Sec 33 T22S R34E Mer NMP
At propescs prod. 2zme SESW 1000FSL 1820FWL ' ' - SME: BLM
me o o3t officer T2 Uounty or Farsh 13, Sisir
20 MILES WEST OF JAL, NEW MEXIC - -  LEA ] NM
'Trmﬁm T8, No. of Actes in Loase T7 Spacing Unit Bedicated i this we
lesse Hine, fi. (Al:o to nesrast drig, unit line, i any,
1000’ 360.00 320.00

T8, Difmnce o propased 10CAAON o Rearest well, dnhng, | 19, Froposed Depdh 20. ECMIBIR Bond Ny, on Tile

_sompleted, wp\ied for, on this lease, R

15000 MD
T Elevabans (Show whether DT, X5, K1, Uk, eic. 22, ApproxnmaLe Jatt work Will 5et [ 23 Estnmted auranon
3407 GL 07/15/2003 90 DAYS
24, Anachments
The following, compluted in accordance with the equiraments of Onshore Ol and Gas Qrder No. 1, shall be atached 10 this form:
1. Weli plat certified by a regtst:red surveyor. 4. Bond to eover the operutions uniess covered by an existing bond on file [sex
2. A Drilling Plan. Item 20 abovy),
5. A Surface Use Plan {if thu locurion Is an Nadanal Forest S&r;m Lands, the 5. Opertar certificarion
SUPO shall be filed with the appropriate Forest Service 6. Such other site specific information and/ar plang as may be required by the
suthorized afficer,
. Sipnature ame (Prinie
(Electronic Submission) KAREN COTTOM 06/05/2003
Tile -
ENGINEERING TECHNICIAN .
Approved By (SIgnature) eme (Printed/ Jyped) Dats
Title ice

Kpphumch IFPNVI! d0es NGT WaITRnt or ceml? he IIWhCMi Foles {Csl[ or CquNSE Titls to those HEEN wihe SUE!&! Tessc which would enBrc the Ippkcam 0 Canguet

apérations thereon.
Conditions of approval, {f any, ore artached,

0.5.C Sectian 1007 ane S.C. Section LZT2, MAKE 1T 4 CTime (o any RerSon KADWANELY Eid wi
encns :my fal:c. fictitious or &audul:m :m:mmls ar rq:usenuﬁons o8 to any maiter within iQ ;unsdwhcn

Additional Operator Remarks (see next page)

Electronle Submission #22728 verified by the BLM Well Information System
Faor DEVON ENERGY PRODUCTION CO LP, sent to the Hobbs
Comniitted to AFMSS for processing by Linda Askwlg on 06/05/2003 (Q3LAC1STAE)

™ BLM REVISED > BLM REVISED ** BLM REVISED ** BLM REVISED ** BLM REVISED **
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Rt e
(Augus UNITED STATES Exphn Novirraer 30 3000
DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT 5. Lzase Seqal o,
NMNM100864 L—
APPLICATION FOR PERMIT TO DRILL OR REENTER 5. If Fidimn, Allotce or [H6C Name
[ REENTER = | - X ORI or CA Agreetnent, Name and No,
3. Lease Natne and Wel No.
b Typeof Well: [ O Well g Gas Well g Other Singlc Zone [ Multiple Zone |  RIO BLANCO 33 FED2
% Nume of Conwe: KAREN COTTOM 9. AFTWel Na.
UEVONE”ERGYCORPORAnON T BNalt karensottom@dvn,com
=I5 Acdress b. Phanc No. (mciude ar “Explontory
- 1500 MID-AMERICA TOWER 20 N. BROADWAY Ph 405.228 ‘;5:2 3R 000 o v&ﬂ%ﬂéﬂfml. o
OKLAHOMA CITY, OK 73102 Fx 405.552.4821
“3" Location of Well [Reper! lecétlien élparly dnd in acrardance with any Stale reguirements, ©) 11 Sec T, K, M., or BIK. 2nd Survey or Ares
At surfice SENW 1880FNL 1880FWL |/ Sac 33 T228 R34E Mer NMP
) . . SME: .BWM, -~
. “"Al'propmcd pred. zone SENW- 1880FNL-1980FWL Co
4. Instance ia YlEs A4 GITECRON FTOIM NEATESE TAWN OF POSE CTICEY T2 County or Pash | 13, Saie
0 MILES WEST OF JAL. NEW MEXICO LEA T NM
; =] 0Cation to nearcst or T8 No et A W U5 : ; Uit dedicaced o g well
kmine.ﬁ. (mp‘:o nearest drg. :nit line, if any, e *1: Spasing Unt dedica 8 e
1000° 360.00 320.00
T Distnce frar groposcd 10Canon & neatest well, an 9. Propnsed Depth X
comp!t:ed. .pgmo for, on this lsoae, It e AT P e ne e ‘m ¢
660 15000 MD
31, Elevanons (Shaw whether DF, KB, Kl. GL, cic. II Approximate date wock will s@art ] 23, Estimated duravon
3406 GL 07/15/2003 90 DAYS
24, Attachments
The following, completed {n accordance with the fequirements of Onshor: Oil end Gus Order Na. 1, shall be attached to this form:
1. Well plat certified by 2 rogisisrad surveyor, 4. Bond ta caver the operations unless covered by sa existing bend on flle (see
2. A Dnilling Plan, Them 20 above),
3. A Surface Use Plan (il the location is on National Forest Systam Lands, the 5. Opemior cortifieation
SUPQ shall be filed with the appropriate Forest Service Office). 6. Such other site specific information and/or plans a8 tay be required dy the
suthorized officer.
=TT, Signovoe % Ve
(Electronic Subffiission) i KAREN CCH TOM 06/08/2003
ENG!NEER!NG TECHNICIAN
““Approved by (Signaturcy Name (Printed/ Typed) Daie
“Tile Oftice

Apglication ﬂ::rm“! doss nol wartant or cortily the opplicant holds legal or équiGble Btt to TIEDIS in (e SUbjecs lumsy WHicH WORIG EnAtle The appcant m conaust
ons v,
unditions of approval. if any, are attached. :

tle 1§ >, Séction 100] o AR , meke it mcora.ny ersanowmg and wAlifully 1 mak 0 any Jeptnent of agency of (e U
Sates nny fn]sc. ﬁ:unm or mzudulent statements vr repm:n\nhuns s ‘o sny matter vn%hm its ;un-dmn{n gemey

Additional Operator Remarks (ses next page)

Electronic Submission #22910 verified b R){ the BLM Well Information System
For DEVON ENERGY CORPORATION, sent to the Hobbs
Committed to AFMSS for processing by Armando Lopez on 06/09/2003 (03ALOTG1AE)

** BLM REVISED ** BLLM REVISED ** BLM REVISED ** 81.M REVISED ** BLM REVISED **
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APD Form

Districr 1

162$ N. Fronch Dr,, 1lobba, NM 88240
Rirgriss 1

1301 W. Grend Ave., Anesia, NM 88210
Diisrigt I

1000 Rio Brazos Rd., Aztee, NM 87410
Dixtrict IV

1220 S. St Prancis Dr,, Senta Fo, NM 87505

20 N. Broadway

Oklahoma City, OK 73102

A — APPLICATION FORPERMITTODROLL
ot
Devon Energy Production Company, LP 6137
30-25-36302

989 9857 Aoos

Page 1 of 3

State of New Mexico Form C-101
Energy, Minerals and Natural Resources
Oil Conservation Division
1220 S. St Francis Dr.
Santa Fe, NM 87505

Werk T
New Well

Proposed Casing and Cement Program )
Hole Size — Casing Weight/l Setting Dcgth Sucks of Coment || Estimared TOC

Groun Level Elevation
3402

$Spud Date
7/1/2003

Cable/Rotary

Formation Contmaetor
Devonian

26 94 800 1450 0
mtl || 175 13375 | 68 1250 0
17.5 | 13375 | 68 5000 | 1250 | -0

9.625

b
[ %]
1
(=]
[ -]
3
W

20” Cmt w/1100 sx 35:65 Poz tailed by 350 sx Class C, 13 3/8” Cmt w/2000 sx 50:50 Poz Class C
il w/500sx 60:40 Poz Class C, 9 5/8” Cmt w/329 sx 35:65 Poz Class H tailed by 925sx 15:61:11
Poz Class C TOC @7000°, 7 5/8 Cmt w/400 sx Class H, cement to top of liner, 5 1/2 Cmt w/225 sx
liIClass H Cement to top of liner

Proposed Blowout Prevention Program
" - I i I "

s — S—— —— ¢ —

Exhibit 3

http://www.emnrd.state.nm.us/ocdonlinc =291&PermitVersion=0... 8/13/2003
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OIL CONSERVATION
RIYISION :
Ranne B. e Marte D. Lightstone Ruth Fuess Scott P. Hatcher Reply to Santa Fe
Alice T. Lorenz J. Scott Hall* H. Brook Laskey Leonard D. Sanchez
Gregory W. Chase Thomas R. Mack Katherine W. Hall Michelle K. Ostrye 150 Washington Ave., Suite 300
Stephen M. Williams Thomas M. Domme Paula G. Maynes Kelsey D. Green Santa Fe, NM 87501
Stephan M. Vidmar Ruth O. Pregenzer Michael C. Ross Marcy Baysinger
Seth V. Bingham Jeffrey E. Jones Carla Prando David J. Martin Mailing Address:
Timothy R. Briggs Ross B. Perkal Jennifer L. Stone Caroline Blankenship P.O. Box 1986
Rudolph Lucero James J. Widland Gary Risley Matthew S. Rappaport Santa Fe, NM 87504-1986
Deborah A. Solove Bradley D. Tepper** M. Dylan O’Reilly >
Gary L. Gordon Robin A. Goble Jennifer D. Hail ounsel .
Lawrence R. White James R. Wood Jennifer L. Olson Tele;?h(?ne. (505) 989-9614
Sharon P. Gross Dana M. Kyle Todd A. Schwarz William K. Stratvert Facsimile: (505) 989-9857
Virginia Anderman Kirk R. Allen Nell Grahaim Sale James B. Collins
* New Mexico Board of Specialization R ized Specialist in Natural R - Ol & Gas Law
** New Mexico Board of Specialization R ized Specialist in Real Estate Law

August 18, 2003

Lori Wrotenbery, Director

New Mexico Oil Conservation Division
1220 South St. Francis Drive

Santa Fe, New Mexico 87505

Re:  New Mexico Oil Conservation Case No. ; Application of Energen
Resources Corporation to Expand Waterflood Project in the Langlie Mattix
Seven Rivers Queen Grayburg Pool, Lea County, New Mexico

Dear Ms. Wrotenbery:

On behalf of the Applicant, Energen Resources Corporation, we request the hearing in
this matter be continued to the October 23, 2003 examiner hearing docket.

Very truly yours,
MILLER STRATVERT P.A.
7Y o R X
J. Scott Hall
JSH/glb
cc: David Catanach
Gail MacQuestan ¢’
Ken Gray
ALBUQUERQUE FARMINGTON LAS CRUCES SANTA FE

(50155 842-1950 (305> 326-4521 (505) 5232481 (50%) 989-9614
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Stephen M, Williams Thomas M. Domme Paula G. Maynes Kelsey D. Green Santa Fe, NM 87501
Stephan M. Vidmar Ruth O. Pregenzer Michael C. Ross Marcy Baysinger
Seth V. Bingham Jeffrey E. Jones Carla Prando David J. Martin Mailing Address:
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Sharon P, Gross Dana M. Kyle Todd A. Schwarz William K. Stratvert acsimile: (505) 989-
Virginia Anderman Kirk R. Allen Nell Graham Sale James B. Collins

* New Mexico Board of Specialization Recognized Specialist in Natural R - Oil & Gas Law

** New Mexico Board of Specialization Recognized Specialist in Real Estate Law

August 18, 2003
VIA FACSIMILE
Mr. David Catanach
New Mexico Oil Conservation Division
1220 South St. Francis Drive
Santa Fe, New Mexico 87505

Re:  New Mexico Oil Conservation Case No. 13085; Amended Application of
EGL Resources, Inc. and Robert Landreth for Pool Extension for the North
Bell Lake-Devonian Gas Pool, or Alternatively, for Pool Creation and Special
~ Pool Rules, and Expansion of Gas Spacing and Proration Unit, Lea County,
New Mexico

Dear Mr. Catanach:

Today I received Devon Energy Production Company, L.P.’s most recent filing which
combined its Supplement To Response To Amended Motion For Temporary Suspension Of Drilling
Permits with a new Motion To Dismiss.

I will respond to the Motion To Dismiss separately in due course. However, unless you direct
otherwise, I do not intend to make any further filings on the Amended Motion For Temporary
Suspension Of Drilling Permits and thus submit the same for your decision.

Very truly yours,
MILLER STRATVERT P.A.

7o) ol Qe R

J. Scott Hall

JSH/glb
cC: Gail MacQuestan
W. Thomas Kellahin
Wes Perry ‘
Bob Landreth
PROFESSIONAL ASSOCIATION
ALBUQUERQUE FARMINGTON LAS CRUCES SANTA FE

(505) 8421950 (505) 326-4521 (505) 523-2481 (505) 989-9614
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* New Mexico Board of Specializati ized Specialist in Natural R - Oil & Gas Law
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August 21, 2003

HAND-DELIVERED

Ms. Lori Wrotenbery, Director

New Mexico Oil Conservation Commission
1220 South St. Francis Drive

Santa Fe, New Mexico 87505

Re: New Mexico Qil Conservation Division Case No. 13085; Amended
Application of EGL Resources, Inc. and Robert Landreth for Pool Extension
for the North Bell Lake-Devonian Gas Pool, or Alternatively, for Pool
Creation and Special Pool Rules, and Expansion of Gas Spacing and
Proration Unit, Lea County, New Mexico

Dear Ms. Wrotenbery:

On July 25, 2003, following the completion of briefing, we requested a hearing on the
Applicant’s Amended Motion for Temporary Suspension of Drilling Permits. The motion seeks to
place a temporary hold on further drilling of the Devonian formation in Section 33, T-22-S, R-33-E
and Section 9, T-23-S, R-34-E until the Division has had the opportunity to address the question of
appropriate spacing for the reservoir.

Despite the pendency of the motion, we are advised that Devon Energy Production Company,
L. P. has begun construction of a rig pad on its Section 33 location preparatory to the imminent
drilling of a Devonian formation well there. We are concerned that the drilling of the new well will
allow the issue to be determined by default and may render a hearing on the merits of the Application
moot. Accordingly, we request your expedited consideration of the motion.

Devon has previously provided you with its proposed draft order on the motion and with this
transmittal, we provide you with our draft order to facilitate your resolution of this matter.

PROFESSIONAL ASSOCIATION

ALBUQUERQUE FARMINGTON LAS CRUCES SANTA FE
(505) 842-1950 (505) 326-4521 (505) 523-2481 (505) 989-9614

RECE!\/’ED



Ms. Lori Wrotenbery
August 21, 2003
Page Two

Thank you for youi attention to this matter.

Very truly yours,
MILLER STRATVERT P.A.
/
J. Scott Hall
JSH/glb
Enclosure
cc:  David Catanach (w/encl.)

Gail McQuesten (w/encl.)

W. Thomas Kellahin (w/encl.)
Wes Perry (w/encl.)

Robert Landreth (w/encl.)



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

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING:

APPLICATION OF EGL RESOURCES, INC. AND

ROBERT LANDRETH FOR POOL EXTENSION FOR

THE NORTH BELL LAKE-DEVONIAN GAS POOL,

OR ALTERNATIVELY, FOR POOL CREATION AND

SPECIAL POOL RULES, AND EXPANSION OF GAS

SPACING AND PRORATION UNIT,

LEA COUNTY, NEW MEXICO CASE NO. 13085

Order No. R-
INTERIM ORDER
THIS MATTER, having come before the Division pursuant to the Amended Motion of
EGL Resources, Inc. and Robert Landreth For Temporary Suspension Of Drilling Permits,
and the Division being duly advised, on this day of August, 2003

FINDS THAT:

1. By their June 26 2003 motion, EGL and Landreth seek an order temporarily
suspending or holding in abeyance the approval of drilling permits for the Devon Energy
Production Company Rio Blanco 33 Federal No. 1 and the Rio Blanco 33 Federal Well No.
2, both in Section 33, T-22-S, R-34-E as well as the Devon Rio Blanco 9 State Well No. 1
proposed to be drilled in a location in the N/2 of Section 9, T-23-S, R-34-E, NMPM, Lea
County. Devon proposes to drill each of its three wells to the Devonian formation at
standard 320-acre gas well spacing units. The proposed location for Devon’s Rio Blanco 33
Federal Well No. 1 is 1000’ FSL and 1620°’FWL of Section 33. The proposed location for
Devon’s Rio Blanco Federal Well No. 2 is 1980° FN&WL of Section 33. The proposed
location for the Rio Blanco 9 State Well No. 1 is 660” FNL and 1575° FEL of Section 9.

2. EGL Resources, Inc. is the operator of the Rio Blanco 4 Federal Well No. 1
presently drilling to the Devonian formation at a standard location (Unit F) 1980’ FN&WL of
Section 4, T-23-S, R-34-E. EGL is the designated operator of the Rio Blanco 4 Well
pursuant to the provisions of Order No. R-111962 issued in Case No. 13048 on May 13,
2003. Originally, in Case No. 13049, EGL sought the compulsory pooling of interests in
order to form a 640-acre spacing unit to be dedicated to the Rio Blanco 4 Well. In Order No.
R-11962 the Division interpreted its well spacing and acreage dedication requirements under
Rule 104 and determined that 320-acre “wildcat” well spacing applied and accordingly,
pooled the Devonian formation mineral interest underlying the N/2 of Section 4 to form a



Case No. 13085
Order No. R-
Page 2

320-acre spacing unit. Order No. R-11962 is presently pending before the Commission
pursuant to applications for hearing de novo filed by both Devon and EGL.

3. Under Order No. R-11692 the Division invited EGL and Landreth to file a
separate application to expand the 320-acre unit comprised of the N/2 of Section 9 in the
context of an application to extend the limits of the North Bell Lake Devonian Gas Pool, the
pool rules for which provide for 640-acre spacing units (Order No. R-11962, Finding 17).
EGL and Landreth accordingly filed their application in this case on May 23, 2003 and
subsequently, on June 25, 2003 filed their amended application seeking the additional
alternative relief of the creation of a new pool consisting of the entirety of Section 4, along
with special pool rules providing for 640-acre spacing and commensurate well location
requirements.

4, The central focus of the proceedings pending before both the Commission in
Case No. 13048 and the Division in this case is the propriety of 640-acre spacing for
Devonian formation gas production. In the amended application in this case, it is stated: “(8)
The application of special pool rules and regulations for the North Bell Lake Devonian Gas
Pool to Section 4, or alternatively the promulgation of special pool rules for a newly created
pool is necessary and appropriate for the orderly and efficient development of Devonian
Sformation gas reserves. Devonian formation gas reserves are best developed and produced
on 640-acre proration units so that the unnecessary dissipation of reservoir energy, the
violation of correlative rights, a reduction of the ultimate recovery of reserves, and the
drilling of unnecessary wells may be avoided.”

5. On June 6, 2003 Devon filed APDs for its proposed Rio Blanco Federal Wells
No. 1 and No. 2 proposed to be drilled in Section 33 with the Bureau of Land Management.
Subsequently, Devon filed with the Divison’s Hobbs District Office its APD for its proposed
Rio Blanco 9 State Well No. 1 located in Section 9, T-23-S, R-34-E. In the case of each
APD, Devon’s well locations are based on the Division’s statewide well location rules for
320-acre gas spacing and proration units for wildcat wells under Division Rule 104.C(2).

6. The parties are in agreement that the common source of supply in the Devonian
formation targeted by each of the four wells involved trends in a north/south direction from
Section 33, through the entirety of Section 4 and into Section 9, T-23-S, R-34-E.

7. Devon contends that under the Division’s statewide rules, it is entitled to drill its
three wells at its proposed locations on 320-acre spacing units with commensurate well
location set-back requirements.

8. EGL and Landreth contend that Devonian formation wells in the area are
capable of draining areas far larger than 320-acres. EGL and Landreth also contend that with
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the development density under 320-acre spacing, there is a substantial likelihood that
competition for gas reserves will result in water coning and the premature abandonment of
wells with a resulting waste of otherwise recoverable reserves. They further contend that
320-acre spacing will also lead to the drilling of unnecessary wells without any incremental
recovery of reserves. These issues will be the subject of the hearing on the merits on the
Application in this case.

9. To date, Devon has only staked the location for its three proposed wells. It has
not moved a drilling rig onto any one of the locations and has not otherwise started drilling
operations. Devon further concedes that it is not threatened with the loss of any oil and gas
lease through expiration should its drilling operations be temporarily delayed. Devon has not
otherwise demonstrated how it will be harmed or prejudiced by a temporary delay.

10.  In resolving this dispute, the Division must act in a manner consistent with its
statutory duties to promote the interest of conservation and the prevention of waste, including
the drilling of unnecessary wells. In order to do so, it is the prudent course of action to
temporarily suspend the drilling and development of the subject Devonian reservoir on the
basis of 320-acre spacing units and well locations until the Division has determined the
underlying issue based on technical evidence presented to it in due course on a hearing on the
application in this case.

11.  Devon contends that the Division may not grant the interim relief sought by
EGL and Landreth for the reason that it is without the express statutory authority to prevent
the drilling of unnecessary wells except in the context of a compulsory pooling proceeding.

12. Under § 70-2-11 of the New Mexico Oil and Gas Act, NMSA 1978, 70-2-1 et
seq., “The Division is hereby empowered, and it is its duty to prevent waste prohibited by this
Act and to protect correlative rights, as in this Act provided. To that end, the Division is
empowered to make and enforce rules, regulations and orders, and to do whatever may be
reasonably necessary to carry out the purpose of this Act, whether or not indicted or
specified in any Section hereof” Well spacing proceedings are predicated directly on the
concept that regulation is necessary “to prevent physical or economic waste from drilling of
wells which are not reasonably necessary to drain the reservoir adequately.” Exxon Corp. v.
Railroad Commission, 571 S.W. 2d. 497 (Tex. 1978).

13.  Devon has also asserted that the Division has no authority to stay a federally
approved APD. The extent of the federal government’s regulation of drilling permits on the
federal domain is limited. Moreover, applicable federal statutes and regulations reflect the
express consent of the federal government to regulation by the states of oil and gas
development on federal land with respect to well spacing. The Mineral Leasing Act, 30
US.C., §§ 181, ef seq., at § 187, states, “None of [the Act’s] provisions shall be in conflict
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with the laws of the State in which the leased property is situated.” 30 U.S.C. § 187. 43 CFR
§ 3162.3-1(a) directs that, on federal lands, “[e]ach well shall be drilled in conformity with
an acceptable well-spacing program at a surveyed well location approved or prescribed by
the authorized officer after appropriate environmental and technical reviews. An acceptable
well-spacing program may be...(1) one which conforms with a spacing order or field rule
issued by a State Commission...”.

14.  As is the case with the Division’s process for approving APDs, the BLM’s
procedures for the review and approval of application for permits to drill is largely a
ministerial one. Through its APD approval process, the federal government does not act to
preempt the States’ well spacing program, and neither does the State cede regulatory
jurisdiction over the matter.

15. It is in the interest of conservation, the protection of correlative rights, the
prevention of waste, including preventing the drilling of unnecessary wells, to grant the
substance of the relief requested by EGL and Landreth by suspending temporarily any further
development of the Devonian formation in said Sections 33 and 9.

16. As to wells proposed to the Devonian formation in Section 33, T-22-S, R-34-E,
NMPM and Section 9, T-23-S, R-34-E, NMPM, in Lea County, New Mexico, statewide rule
104.C(2) establishing 320-acre spacing units for wildcat wells should be temporarily
suspended retroactively to the time of the filing of the application in Case No. 13085 (May
23, 2003) until the Division has resolved the matter of well spacing following a hearing on
the merits of the Application.

IT IS THEREFORE ORDERED:

1. As to wells proposed to be drilled to the Devonian formation in Section 33, T-
22-S, R-34-E, NMPM and Section 9, T-23-S, R-34-E, NMPM, in Lea County, statewide
Rule 104.C (2) establishing 320-acre spacing units for wildcat wells is temporarily suspended
retroactively from May 23, 2003 until the Division has resolved the matter of well spacing
following a hearing on the merits of the Application filed herein.

DONE at Santa Fe, New Mexico, on the day and year hereinabove designated.

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

Lori Wrotenbery
Director
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DATE: August 22, 2003
TO: Gail MacQuesten _ (505) 476-3462

David Catanach
FROM: J. Scott Hall OPERATOR: glb

MESSAGE: Please sce attached.
NUMBER OF PAGES INCLUDING COVER SHEET: 7

IF YOU DO NOT RECEIVE THE ENTIRE DOCUMENT, PLEASE CALL OUR SANTA
FE OFFICE AS SOON AS POSSIBLE AT (505) 989-9614.
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THIE NFORMATION CONTAINED DN THIS FACSIMILE MESSAGE IS CONFIDENTIAL AND INTENDED SOLELY FOR THE USE OF THE
INDIVIDUAL OR ENTITY NAMBD ABOVE. TF THE READER OF THIS MESSAGE IS NOT THE INTENDED RECIPIENT, OR THE EMPLOYEE
OR AGENT RESPONSIBLE FOR DELIVERING JT TO THE INTHENDED RECIPIENT, YOU ARE HEREBY NOTIFIED YHAT ANY
DISSEMINATION, DISTRIBUTION, AND OOPYING, OR UNAUTHORIZED USE OF TRIS COMMUNICATION IS STRICTLY PROHIRITED. If
YOU HAVE RECE[VED THIS FACSIMILE IN ERROR, PLEASE NOTIFY T7i€ SENDER IMMEDIATELY BY TGLEPHONE (COLLECT), AND
RETURN THE FACSIMILE TO THE SENDER AT THE ABOVE ADDRESS VIA THE U. S, POSTAL SERVICE. THANK YOU.
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MELQUERQUE - BLAMINGTON LAS CRUCHS SANTA M
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STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING R £ CEIV
CALLED BY THE OIL CONSERVATION Ep
DIVISION FOR THE PURPOSE OF Al » 5
CONSIDERING: 2003

APPLICATION OF EGL RESOURCES, INC. AND
ROBERT LANDRETH FOR POOL EXTENSION FOR
THE NORTH BELL LAKE-DEVONIAN GAS POOL,
OR ALTERNATIVELY, FOR POOL CREATION AND
SPECIAL POOL RULES, AND EXPANSION OF GAS
SPACING AND PRORATION UNIT,

LEA COUNTY, NEW MEXICO CASE NO. 13085
RESPONSE TO
DEVON ENERGY PRODUCTION COMPANY, L. P.’S
MOTION TO DISMISS

EGL RESOURCES, INC., (“EGL”), and ROBERT LANDRETH, (“Landreth™),
for their Response to Devon Energy Production Company, L. P.’s Motion To Dismiss,
state:

SUMMARY

Devon’s motion is combined with its Supplemental Response to another pleading
and confuses a number of issues as a result. It appears that Devon seeks the dismissal of
the Application in this case for the following reasons: (1) Under the doctrine of waiver;
and (2) for the Division’s lack of jurisdiction to accord the relief requested.
EGL/Landreth oppose Devon’s motion for the reason that it is without good grounds to

support dismissal.



1. Waiver.

Devon states its argument as this: “Having elected to commence the re-entry of
the Rio Blanco 4-1 well dedicated to a 320-acre spacing unit approved by the Division,
EGL/Landreth have waived any argument that Devon is now precluded from doing the
same thing in adjoining sections. ...Despite the lack of essential data from a “discovery
well” and despite their waivers, EGL/Landreth have filed an amended application to
create a new Devonian gas pool for Section 4.” (Motion To Dismiss, pg. 2.) There is no
further explanation of how these circumstances establish a basis for dismissal based on a
claim of waiver.

“A waiver is the intentional abandonment or relinquishment of a known right. To
constitute a waiver, there must be an existing right, knowledge of its existence and an
actual intention to relinquish it, or such conduct as warrants an inference of the
relinquishment. It is a voluntary act and implies an abandonment of a right or privilege.”

Brown v. Jimerson, 95 N.M. 191, 192, 619 P.2d 1235, 1236 (N.M. 1980). “[The] doctrine

of waiver cannot apply to party who has not expressly or unequivocally waived her

rights.” Vieira v. Estate of Cantu, 940 P.2d 190, N.M.App. 1997.

The circumstances establishing an absence of waiver in this case are these:

* On May 13, 2003, the Division entered Order No. R-11962 pooling the
subject lands and designating EGL as operator. In its order, The Division noted as
follows:

“(15) In effect, EGL’s application for a 640-acre unit in Case No. 13049

seeks to expand the North Bell Lake Devonian Pool. Case No.
13049 was not filed nor advertised as an application to expand



pool boundaries, nor does the evidence establish that notice of the
application or the hearing thereof was given to all Division-
designated operators in the pool as would be required for an
application for a special pool order pursuant to Rule 1207.A(4)
[19.15.N.1207.A(4) NMAC].

(16) The geologic and engineering testimony concerning the potential
drainage radius of the well in the Devonian formation raises
matters of which the Division cannot take cognizance in the
context of these applications.

(17)  Accordingly, EGL’s application, to the extent that it asks for
creation of a 640-acre unit comprised of all of Section 4 should be
dismissed, without prejudice to any subsequent application to
expand the Unit in the context of an application to expand the
limits of the North Bell Lake Devonian Gas Pool.”

* On May 23, 2003, EGL and Landreth filed their Application in Case No.

13085 to expand the North Bell Lake Devonian Gas Pool to include Sections 4 and 5, T-
23-S, R-34-E. The Application was amended on June 25" to request the alternative relief
of creating a new pool for Section 4.

* On May 28, 2003, EGL began workover operations on the Rio Blanco “4”
well. Subsequently, on July 7, 2003, EGL commenced drilling operations on the Section
4 location with a deep drilling rig. Drilling continues to be underway.

* In the interim, EGL and Landreth filed an Application for Hearing De
Novo to have the Commission review the 640-acre spacing issue under Order No. R-
11962. Their Application was shortly followed by Devon’s.

The Application for pool extension and pool creation was done in furtherance of
the Applicants’ original contentions, first made in March of 2003 in Case No. 13049, that

640-acre spacing is appropriate. Further, the Application in this case was filed, in large

part, at the instance of the Division in Order No. R-11962 where they are invited to




request such relief. Additionally, if anything, the perfection of an appeal to the
Commission on the spacing issue serves to preserve the Applicants’ rights and remedies
rather than causing their waiver. Finally, actual drilling indicates an exercise of rights, not
a waiver of them.

2. The Division’s Jurisdiction.

Devon’s shotgun motion seeks nothing less than the dismissal of all components
of Case No. 13085, including the requests for (1) pool extension, (2) pool creation, (3)
the promulgation of rules establishing 640-acre drilling units and well locations, and (4)
expansion of the subject proration unit. However, the argument in support of Devon’s
motion focuses almost exclusively on the pool creation aspect of the Application. Devon
challenges the agency’s jurisdiction to establish a new pool, stating in point-blank
fashion, “[t]/he Division has no authority to take such action...”. (Motion To Dismiss, pg.
4)) ltis a startling assertion in view of the Division’s clear enumeration of powers under
the Oil and Gas Act. At NMSA 1978 Section 70-2-12.(B): “[T]he Division is authorized
to make rules, regulations and orders for the purposes and with respect to the subject
matter stated in this subsection:...(12) to determine the limits of any pool producing
crude oil or natural gas or both and from time to time redetermine the limits”.

In the flying pigs segment of its Motion, Devon also appears to challenge the
Division’s authority to prevent the drilling of unnecessary wells.

As a specific basis for invoking the Division’s exercise of jurisdiction, paragraph
12 of the Amended Application asserts that the requested relief for pool extension or pool
creation to regulate the orderly and efficient development of Devonian formation gas

reserves “...will be in the interests of conservation, the prevention of waste, including



avoiding the drilling of unnecessary wells, and the protection of correlative rights. ” Such
fits squarely within the definitions of the agency’s subject matter jurisdiction set forth in
the Divisions Rules:

“Waste, in addition to its ordinary meaning shall include:

(@) Underground Waste as those words are generally understood in the oil and
gas business, and in any event to embrace the inefficient, excessive, or
improper use or dissipation of the reservoir energy, including gas energy and
water drive, or any pool and the locating, spacing, drilling, equipping,
operating, or producing, of any well or wells in a manner to reduce or tend to
reduce the total quantity of crude petroleum oil or natural gas ultimately
recovered from any pool...” 19 NMAC 15.1.7.W(1)(a) (emphasis added).

(It should be noted that the avoidance of the drilling of unnecessary wells was a central
issue in the recent proceedings authorizing infill drilling in the Basin-Fruitland Coal Gas
Pool. See Case No. 12888, Order No. R-8768-F, at Paragraph 26.)

If it is Devon’s concern that the Division has assumed jurisdiction over the matter
prior to the completion of the “discovery well”, we have said before that should EGL’s
Devonian well in Section 4 prove unsuccessful, then this Application may well be made
unnecessary. The well is presently drilling below 14,000’ and the results will soon be
known. To dismiss this case now, as Devon asks, would simply require us to re-apply,
provide new notice and re-advertise the same case again in the event the well is
successfully completed. Dismissal, then, is clearly inconsistent with the interests of
administrative efficiency and economy.

For all of the reasons stated above, Devon’s Motion To Dismiss should be denied.

Respectfully submitted,

MILLER STRATVERT P.A.

—
By: 7, ) MM/\W(&‘L/Q/Q




J. Scott Hall

Attorneys for EGL Resources, Inc. and
Robert Landreth

Post Office Box 1986

Santa Fe, New Mexico 87504-1986

(505) 989-9614

CERTIFICATE OF SERVICE

I hereby certify that a true and correct copy of the foregoing was faxed to
counsel of record on the Z1 day of August 2003, as follows:

Thomas Kellahin, Esq.

Post Office Box 2265

Santa Fe, New Mexico 87504

Attorney for Devon Energy Production Company, LP

Gail MacQuesten, Esq.

New Mexico Oil Conservation Division
1220 South St. Francis Drive

Santa Fe, New Mexico 98504

David Catanach

New Mexico Oil Conservation Division
1220 South St. Francis Drive

Santa Fe, New Mexico 98504

J. Scott Hall
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August 28, 2003

Ms. Lori Wrotenbery, Director

New Mexico Oil Conservation Commission
1220 South St. Francis Drive

Santa Fe, New Mexico 87505

Re: New Mexico Oil Conservation Division Case No. 13085; Amended
Application of EGL Resources, Inc. and Robert Landreth for Pool Extension
for the North Bell Lake-Devonian Gas Pool, or Alternatively, for Pool
Creation and Special Pool Rules, and Expansion of Gas Spacing and
Proration Unit, Lea County, New Mexico

Déar Ms Wrotenbery:

The well that is the subject of the above-referenced Application continues to be drilling and
will not be completed by the time of the hearing now scheduled for the September 4, 2003 Examiner
hearing docket. Consequently, on behalf of the Applicants, we request the September 4™ hearing on
the Application be continued to a special hearing date to be set in consultation with the Examiner
and opposing counsel as circumstances warrant. I have discussed this situation with Mr. Catanach
and Mr. Kellahin, counsel for Devon, and both are agreeable to proceeding in this fashion.

Thank you for your cooperation.

Very truly yours,
MILLER STRATVERT P.A.
—
J. Scott Hall
JSH/glb
cc: David Catanach
Gail McQuesten
W. Thomas Kellahin
Wes Perry . -
Robert Landreth
LAW OFFICES
ALBUQUERQUE FARMINGTON LAS CRUCES SANTA FE

(505) 842-1950 (505) 326-4521 (505) 523-2481 (505) 989-9614
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September 3, 2003

YVIA FACSIMILE

Mr. David Catanach

New Mexico Oil Conservation Division
1220 South St. Francis Drive

Santa Fe, New Mexico 87505

Re:  New Mexico Oil Conservation Case No. 13085; Amended Application of
EGL Resources, Inc. and Robert Landreth for Pool Extension for the North
Bell Lake-Devonian Gas Pool, or Alternatively, for Pool Creation and Special
Pool Rules, and Expansion of Gas Spacing and Proration Unit, Lea County,
New Mexico

Dear Mr. Catanach:

Please regard this as the Applicant’s formal request for a hearing on the merits of the
Application at a special examiner hearing date on September 12,2003. It is estimated that the matter
can be heard in one day.

Thank you for your consideration of this request.

Very truly yours,
MILLER STRATVERT P.A.
-
J A ‘LQ‘«—QK
J. Scott Hall
JSH/glb
cc:  W. Thomas Kellahin
Wes Perry
Bob Landreth
LAW OFFICES
ALBUQUERQUHR FARMINGTON LAS CRUCLES SANTA FE
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September 8, 2003
FACS

Mr. David Catanach

New Mexico Oil Conservation Division
1220 South St. Francis Drive

Santa Fe, New Mexico 87505

Re:  New Mexico Oil Conservation Case No. 13085; Amended Application of
EGL Resources, Inc. and Robert Landreth for Pool Extension for the North
Bell Lake-Devonian Gas Pool, or Alternatively, for Pool Creation and Special
Pool Rules, and Expansion of Gas Spacing and Proration Unit, Lea County,

New Mexico

Dear Mr. Catanach;

150 Washington Ave., Suite 300
Santa Fe, NM 87501

Mailing Address:
P.O. Box 1986

Santa Fe, NM §7504-1986

Telsphone: (503) 989-9614
Facsimile: (505) 989-9857

I understand Mr. Kellahin and the Devon witnesses have personal or business conflicts which
prevent them from attending a hearing on the above-referenced Application on any day between
September 15th through September 29th, Correspondingly, on behalf of the Applicants, I respectfully
request the Division schedule the matter for a special hearing date on Wednesday, October 1, 2003.
I estimate the case can be heard in one day or less.

As an alternative, and in order to avoid further delays, I can also make myself available to
attend a hearing on Thursday, October 2nd, although doing so will require me to cancel a previously
planned out-of-town commitment on Thursday through Saturday of that week.

Thank you for your consideration of this request,

@oo2

Very truly yours,
MILLER STRATVERT P.A.
Y. Scott Hall
JSH/glb
LAW OFFICES
ALBUQUERQUE FARMINGTON LAS CRUICES SANTA FE

(505) 842-1930

(505) 3264321 (50%) $23-248) (508) 9899614
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M. David Catanatch
September 8, 2003
Page Two

cc: W, Thomas Kellahin
Wes Perry
Bob Landreth
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" September 19, 2003
HAND-DELIVERED

Lori Wrotenbery, Chair

New Mexico Oil Conservation Commission
1220 South St. Francis Drive

Santa Fe, New Mexico 87505

Re:  New Mexico Oil Conservation Case No. 13085; Amended Application of
EGL Resources, Inc. and Robert Landreth for Pool Extension for the North
Bell Lake-Devonian Gas Pool, or Alternatively, for Pool Creation and Special
Pool Rules, and Expansion of Gas Spacing and Proration Unit, Lea County,
New Mexico

Dear Ms. Wrotenbery:

On behalf of EGL Resources, Inc. and Robert Landreth, the Applicants in the above-
referenced matter, enclosed is our Application for Hearing De Novo.

This case remains pending before Examiner Catanach and a hearing on the merits of the
Application is presently set for a special hearing date on October 2, 2003. On August 22, 2003,
Mr. Catanach entered the Decision of the Examiner which denied the Amended Motion of EGL
Resources, Inc. and Robert Landreth for Temporary Suspension of Drilling Permits, but with the
admonition to Devon Energy Production Company that it act so as not to compound the
disagreement regarding the proper well spacing and well density in the Devonian formation in the
-area. (Copy attached.) In spite of this admonition, Devon has this week commenced the dnlhng ofa
second Devonian well on the acreage that was the subject of our Amended Motion.

Although it is not an Order, the August 22, 2003 Decision of the Examiner would seem to fit
within the statutory definition of matters for which applications for hearings de novo must be filed
under NMSA 1978 Section 70-2-13. This Application for Hearing De Novo is accordingly being

LAW OFFICES

ALBUQUERQUE
(505) 842-1950

FARMINGTON
(505) 326-4521

LAS CRUCES
(505) 523-2481

SANTA FE
(505) 989-9614



Lori Wrotenbery, Chair
September 19, 2003
Page 2

filed in order to preserve the issues raised in the Amended Motion and to avoid any waiver of rights.
In view of the imminent Division Examiner hearing on the Application on October 2™, we do not
request this particular matter be set for hearing before the full Commission for now.

Very truly yours,
MILLER STRATVERT P.A.
—
1§ e Rl
J. Scott Hall

JSH:dml ;
Enclosure /
cc (w/enc.):  David Catanach, NMOCD

Gail MacQuesten, Esq., NMOCD

W. Thomas Kellahin, Esq.

Carol Leach, Esq., NMOCC

Wes Perry

Bob Landreth

G:\Data\Clients\10390\31251\Correspondence\Wrotenbery ltr.09-18-03.doc



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

CASE NO. 13085

IN THE MATTER OF THE APPLICATION OF EGL RESOURCES, INC. AND
ROBERT LANDRETH FOR POOL EXTENSION, OR ALTERNATIVELY POOL
.CREATION, AND EXPANSION OF GAS SPACING AND PRORATION UNIT,
LEA COUNTY, NEW MEXICO. ’

APPLICATION FOR HEARING DE NOVO

, EGL Resources, Inc. and Robert Landreth, pursuant to NMSA 1978 Section 70-2-
13, request this matter be set for hearing de novo before the New Mexico Oil
Conservation Commission on a date to be subsequently determined. This Application For
Hearing De Novo is limited to those issues and matters arising from the August 22, 2003
Decision of the Examiner (attached).

Respectfully submitted,

— :
T . \ A "(Q%,Q
J. Scott Hall
Miller Stratvert P.A.
Post Office Box 1986
Santa Fe, New Mexico 87504
(505) 989-9614
Attorneys for EGL Resources, Inc. and
Robert Landreth

Certificate of Mailing

[ hereby certify that a true and correct copy of the foregoing was mailed to
counsel of record on the 19th day of September, 2003 as follows:

David Catanach

New Mexico Oil Conservation Division
1220 South St. Francis Drive

Santa Fe, New Mexico 87505



Gail MacQuesten, Esq.

New Mexico Oil Conservation Commission
1220 South St. Francis Drive

Santa Fe, New Mexico 87505

W. Thomas Kellahin, Esq.
Kellahin & Kellahin

117 North Guadalupe Street
Santa Fe, New Mexico 87501

Carol Leach, Esq.

New Mexico Oil Conservation Commission
1220 South St. Francis Drive

Santa Fe, New Mexico 87505

1.

\ w—«i“&b&g

J. Scott Hall

G:\Data\Clients\10390\3 125 1\Pleadings\De Novo App. 13085 -- 09-16-03.doc



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

CASE NO. 13085

IN THE MATTER OF THE APPLICATION OF EGL RESOURCES, INC.
AND ROBERT LANDRETH FOR POOL EXTENSION, OR
ALTERNATIVELY POOL CREATION, AND EXPANSION OF GAS
SPACING AND PRORATION UNIT, LEA COUNTY, NEW MEXICO.

DECISION OF THE EXAMINER
REGARDING
EGL RESOURCES, INC. AND ROBERT LANDRETH’S
MOTION TO STAY DEVON ENERGY PRODUCTION
COMPANY. I..P.’S OPERATIONS

This matter, having come before the Division upon the motion of EGL
Resources, Inc and Robert Landreth (“EGL/Landreth™) to temporarily suspend or
hold in abeyance approval of Devon Energy Production Company, L.P.’s
(“Devon™) Applications for Permit to Drill (“APD”) for the Rio Blanco “33”
Federal Well No 1 to be drilled 1000 feet from the South line and 1620 feet from
the West line (Unit N) and the Rio Blanco “33” Federal Well No. 2 to be drilled
1980 feet from the North and West lines (Unit F), both in Section 33, Township
22 South, Range 34 East, NMPM, and the Rio Blanco “9” Well No i to be drilled - -

660 feet from the North line and 1575 feet from the East line (Unit B) of Section - R

9, Township 23 South, Rand 34 East, all in Lea County, New Mexico and the
Division, having reviewed the motion, responses, reply and supplemental
comments and considering the argument of counsel,

- FINDS THAT:

€] On June 26, 2003, EGL/Landreth filed their motion to temporarily
suspend or hold in abeyance Devon’s drilling permits for the Rio Blanco “33”
Federal Wells No. 1 and 2;

2) On July 2, 2003, Devon filed its response to EGL/Landreth’s
motion to suspend Devon’s drilling operations in Section 33;



Examiner Decision
EGL/Landreth’s Motion
Case No. 13085

Page 2

(3)  On July 11, 2003, EGL/Landreth filed their amended motion to
suspend Devon’s drilling operations in Section 33 and to suspend the drilling
permit for Devon’s proposed Rio Blanco “9” Well No. 1 in Section 9;

4 On July 14, 2003, EGL/Landreth filed their reply to Devon’s
response to the stay motion;

(5)  On August 14, 2003, EGL/Landreth filed a supplement reply;

(6) On August 18, 2003, Devon filed a supplement to its response;

BACKGROUND |

(7) - OnMay 13, 2003 the Division entered Order No. R-11962 in Cases
No. 13048 and 13049. This order pooled -all mineral interests in the N/2 of
Section 4, Township 23 South, Range 34.East, NMPM, to form a standard 320-
acre spacing and proration unit for the Devonian formation, and awarded well
operations to EGL/Landreth. This unit was to be dedicated to the Rio Blanco *“4”
Federal Well No. 1 located 1980 feet from the North and West lines (Unit F) of
Section 4; ' '

(8) In Case No. 13048, Devon sought to pool a standard 320-acre
spacing and proration unit for the Devonian formation comprising the N/2 of
Section 4, said unit to be dedicated to the Rio Blanco “4” Federal Weil No. 1. In
companion Case No. 13049, EGL/Landreth sought to pool a 640-acre spacing and
proration unit for the Devonian formation comprising all of Section-4, said unit to
be dedicated to the aforesaid Rio Blanco “4” Federal Well No. 1;

%) Subsequent to the entry of Division Order No. R-11962,
EGL/Landreth commenced re-entry operations into the Rio Blanco “4” Federal
Well No. 1; .

(10) Inpending Case No. 13085, currently scheduled to be heard by the
Division on September 4, 2003, EGL/Landreth seek to extend the boundaries of
- the 640-acre spaced North Bell Lake-Devonian Gas Pool to include Section 4, or
in the alternative, to create a new gas pool for Devonian production in Section 4
spaced on 640-acres; '



CASE NO. 13085
Devon’s Response to EGL’s Amended Stay Motion
Page 3 _

(11) EGL/Landreth contend that Devon should not be allowed, prior to
the presentation of evidence in Case No. 13085 and prior to a determination by the
Division whether the Devonian formation in this area should be developed on 640
or 320-acre spacing, to drill two wells in Section 33 and should not be allowed to
drill at well locations that may be less stringent than those associated with 640-
acre spacing.

EXAMINER DECISION

(12) Devon’s applications to drill the Rio Blanco *“33” Federal Wells

No. 1 and 2 and the Rio Blanco “9” Well No. 1 are in compliance with current

. Division rules governing the development of the Devonian formation in Sections
33and 9; :

(13) ° The drilling permits for the Rio Blanéo “33” Federal Wells No. 1
and 2 have already been approved by the United States Bureau of Land
Management;

(14) Devon should be allowed to continue with the development of the
Devonian formation in Sections 33 and 9, provided however that: Devon should
act in a prudent manner so as not to compound the disagreement regarding the
proper well spacing and well density in the Devonian formation in this area;

(15) Both Devon and EGL/Landreth should be further advised that
Division is empowered to protect correlative rights and that if it becomes -
necessary, will take such action as may be necessary to do so, including, but not
limited to, prorating the North Bell Lake-Devonian Gas Pool, prorating any pool
subsequently created within Sections 4, 9 and 13, and imposing production
penalties on unorthodox well locations.

IT IS THEREFORE ORDER THAT:

1¢) The motion by EGL Resources, Inc and Robert Landréth to

- temporarily suspend or hold in abeyance approval of Devon Energy Production
Company, L.P.’s Applications for Permit to Drill (“APD”) for the Rio Blanco
“33” Federal Well No 1 to be drilled 1000 feet from the South line and 1620 feet
from the West line (Unit N) and the Rio Blanco “33” Federal Well No. 2 to be
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drilled 1980 feet from the North and West lines (Unit F), both in Section 33,
Township 22 South, Rand 34 East, NMPM, and the Rio Blanco “9” Well No 1 to .
be drilled 660 feet from the North line and 1575 feet from the East line (Unit B)
of Section 9, Township 23 South, Rand 34 East, all in Lea County, New Mexico,

is hereby denied.
V&‘JQJ_‘

David R. Catanach, Examiner
August 22, 2003




