KELLAHIN AND KELLAHIN

ATTORNEYS AT LAW
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TH A RTH P TELEPHONE (505) 982-4285
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January 22, 1998

HAND DELIVERED L Ty
Mr. Michael E. Stogner, Hearing Examiner o JAN 22 e,
Rand L. Carroll, Esq., Division Attorney g

' IV
- . - - - i3 UN"’*
Oil Conservation Division %/ e
2040 South Pacheco . T

(4
Santa Fe, New Mexico 87505

Re: OF MOTION TO DISMISS

MOCD Case 11887
Application of Sant. nergy Resources, Inc.
ooling, Lea County, New Mexico

Gentlemen:

At the hearing this morning, Mr. Carroll asked me for an example of a Division
compulsory case which was dismissed because part of the acreage was already subject to
an approved APD for a well which had not yet been drilled.

Interestingly, in Division Case 11294 involving these same parties, on May 26,
1995, Santa Fe Energy Resources, Inc. dismissed its application filed on May 9, 1995
to pool the W/2 of Section 27 when Phillips Petroleum Company on May 11, 1995 filed

an APD for a gas spacing unit consisting of the S/2 of Section 27. (See enclosed
application, motion to dismiss, dismissal letter).

In view of the foregoing and on behalf of Phillips Petroleum Company, we request
that you reconsider your decision this morning and now grant our motion to dismiss.

.
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‘ 4 AT mves:oij
Loy
ce:
James Bruce, Esq., Attorney for applicant

William F. Carr, Esq. attorney for Nearburg
Randy Lewicki (Phillips-Odessa)
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HAND-DFLIVERED MAY 9 1eg3
William J. LeMay, Dircctor Oll. CONSERVATION DIVISION]

Oil Conservation Division o

New Mexico Department of Energy., / / f) C? 4/
Minerals and Natural Resources = v

2040 South Pachceco Street

Sanla Fe, New Mexico 873505

Re: Application of Santa Fe Energy Resources, Inc,, for Compulsory Pooling,
Lea County, New Mexico

Dear Mr. LeMay:

Enclosed in triplicate 1s the Application of Santa Fe Encrgy Resources, Inc,, in the above-
referenced case as well as a copy of a legal advertisement. Santa Fe Energy Resources, Inc.
respectfully requests that this matter be placed on the docket for the June 1, 1995 Examiner
hearings.

Very truly yours,

TANYA M. TRUJILLO
Enclosurcs
¢c:  Jim Bruce

Danita R. Walker
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BEFORE THE NEW MEXICO OIL CONSERVATION DIV QI@NSERVATION DIVISIC

APPLICATION OF SANTA FE ENERGY

RESCURCES, INC. FOR COMPULSORY // §577
PCOLING, LEA CCUNTY, NEW MEXICO NO. ¢
ARPLICATION

Santa Fe Energy Rescurces, Inc., hersby makes
application for an order pocling all mineral interests from
the surface to the base of the Morrow formation underlying
the W¥ of Secticn 27, Township 21 South, Range 33 East,
N.M.P.M., Lea County, New Mexicc, and in support therect
states:

1. Applicant is an interest cwner and has the right
to drill & well in the W4 of said Secticon 27.

z. Applicant propcses to drill a well in the W¥ of
Secticn 27, at an orthodex gas well locaticn 1980 feet from
the Scuth line and 650 fzet from the West line of the
Section, to a depth sufficient to t=st the Morrow fcrmaticn,
(approximataly 15000 f=et), and seeks to dedicate the W¥ cf

Secticn 27 for all poeols or formaticns spaced on 320 acres

7

(including the undesignated Legg Atcka-Morrow Gas Pool).

3. Apprlicant has in gcod faith sought to join all
other mineral or leasehcld interest owners in the WX cf
Secticn 27 fcr the purpcses set forth herein.

4, Althcugh 2pplicant attempted to obtain veluntary
agreements from all mineral or leasehold interest cwners to
participate in the drilling of the well or to otherwise

commit theilxy interests to the well, certain interest owners

t

have failed cr refused ts jcin in dedicating their acreage



Therefore, Arplicant seeks an order pocling all mineral and
leasehold interest owners underlying the W¥ of Section 27,
as described abkeve, pursuant to N.M. Stat. Ann. § 70-2-17
(1987 Repl. Pamp.).

5. Applicant regquests the Division to consider the
cost of drilling and completing the well, the allocation of

the cost thereof, as well as actual cperating charges and

|97
th

costs chaxge cr supervision. Applicant requests that it

be designated as operstor c¢f the well and that the Division
set a penalzy cf 200% for the risk invelved in drilling the

P4

well,

y

5. The prooling of all interxests underlying the Wi of
Section 27, as descriked akove will prevent the drilling of

unnecessary wells, prevent waste, and protect correlative

' Respectfully submitced,

CAMPBELL, CARR & BERGE, F.A.

Lo Lol

Tanya Txdiillo

Post Office Box 2208

Santa Fe, New Mexico 87504-2208
(505} 988-4421

Attorneys for Santa Fe Energy
Fescurces, Incg.

88
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PROPOSED ADVERTISEMENT

Case No. : Application of Santa Fe Energy Rescurces,

Inc. for compulsory poocling, Lea County, New Mexico. Applicant
seeks an crder pecoling all mineral interests from the surface to
the base cf thé Morrew feormaticn underlying W¥ of Section 27,
Tewnship 21 South, Range 33 East, N.M.P.M., for any and all
formaticns and/or pcols developed on 320-acre spacing within said
vertical extent, including the undesignated Legg Atoka-Morrcw Gas
Pool. Salid unit is tc be dedicated to a well to be driiled at an
orthodox lccazion 1,380 feet from the South line and 650 fest
from the West iine cf the secticn. 2Alsc to pe considered will be
the cost of drilling and completing gaid well and the allocation
cf the cost thereof, as well as actual operating costs and
charges for supervisicn, desicnation of Applicant as operatocr of
the well, and a charge for the risk involved in drilling said
well. Said unit is located approximately 22.5 miles West-

Ncrthwest ¢f Zunice, New Mexicco.
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HAND DELIVERED

Mr. David R. Catanach
Hearing Examiner

01l Conservation Division
2040 South Pacheco

Santa Fe, New Mexico 87505

Rand L. Carroll. Esq.
Division Attorney

Oil Conservation Division
2040 South Pacheco

Santa Fe. New Mexico 87505

Re: MOTION TO DISMISS
NMOCD Case 11294
Application of Santa Fe Energy
Resources. Inc. for Compulsory Pooling
Lea County. New Mexico

Gentlemen:

On behalf of Phillips Petroleum Company, an adversely affected
interest owner, please find enclosed our MOTION TO DISMISS the
referenced case. This case is currently set for hearing on the Examiner’s
Docket scheduled for June 1, 1965.

Venf ﬁ"tﬂy\x\urs /-

P,
W. Thomas Kellahln
/
cc: Via facsimile to: '

Tanya M. Trujillo, Esq., Attorney for applicant
Resse B. Copeland, Esq. (Phillips-Odessa)



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

IN THE MATTER OF THE APPLICATION CASE NO. 11294
OF SANTA FE ENERGY RESOURCES, INC.

FOR COMPULSORY POOLING,

LEA COUNTY, NEW MEXICO

MOTION TO DISMISS

Comes now PHILLIPS PETROLEUM COMPANY ("Phillips”), by
its attorneys, Kellahin and Kellahin, enters its appearance in this case as an
interested party in opposition to the Applicant and moves the Division to
dismiss this case because the Applicant. Santa Fe Energy Resources, Inc.,
has violated Secdon 70-2-17(C) NMSA (1978) by instituting an application
for compulsory pooling for a spacing unit one-half of which is already
committed to another spacing unit and by filing said application prior to
proposing the well;

And in Support States:

(1) On February 3, 1995, Santa Fe Energy Resources, Inc.

("Santa Fe") requested a term assignment of Phillips

Petroleum Company’s ("Phillips") interest in 480 acres in

parts of Sections 21 and 27, T21S. R33E, NMPM, Lea

County, New Mexico.

2) On March 28, 1995, Phillips responded it was not
interested in assigning its 480-acre interest to Santa Fe.



Phillips Petroleum Company
Motion to Dismiss Case 11294
Page 2

(3) On Apnl 28, 1995, Santa Fe proposed the voluntary
formation of a five (5) section exploratory unit including
Phillips’ 480-acres with the initial unit well to be drilled on
Phillips’ acreage in the SW/4 of Section 27. See Exhibit "A".

(4) However, at no time prior to May 9, 1995, did Santa Fe
propose the formation of a single 320-acre gas spacing unit
consisting of the W/2 Section 27 for a well other than as part
of the five section exploratory unit or as part of a 480-acre
assignment or farmout deal.

(5) On Tuesday, May 9, 1995, counsel for Santa Fe filed a
Compulsory Pooling Application with the Division seeking to
pool the W/2 of Section 27 as a 320-acre Morrow formation
gas spacing unit in which Santa Fe controls 25% (the
N/2NW/4) and Phillips controls the remaining 75% See
Exhibit "B" attached.

(6) On Thursday, May 11, 1995, Santa Fe sent a letter to
Phillips which is referenced "Abe Exploratory Unit" and in
which Santa Fe again proposed the voluntary five section
exploration unit or the inclusion of Phillips’ interest as part of
a multiple well program.

(7) On that same day. May 11, 1995, Santa Fe also sent
notice to Phillips that Santa Fe had filed with the Division a
compulsory pooling application for the W/2 of Section 27,
T21S, R33E, NMPM, Lea County, New Mexico.

(8) The W/2 spacing unit for Section 27, for which Santa Fe
seeks to have the Division issue a compulsory pooling order,
1s not available for pooling because the SW/4 of Section 27
has already been consolidated on a 100 % voluntarily basis and
dedicated to a S/2 spacing unit for the drilling of Phillips’
Phillips State Well No. 1 in Unit (N). See Exhibit "C"
attached.



Phillips Petroleum Company
Motion to Dismiss Case 11294
Page 3

WHEREFORE Phillips Petroleum Company requests that the
Division Hearing Examiner grant this motion and dismiss Oil Conservation

Division Case 11294 because:

(a) The New Mexico "Statutory Unitization Act"” (Section 70-
7-1 through 70-7-21 NMSA (1978) is available only for
secondary recovery and pressure maintenance projects and
cannot be used for exploratory units;

(b) Section 70-2-17 NMSA (1978) is applicable only for those
instances in which a spacing unit is available and the parties
in that spacing unit cannot agree to pool their interests;

(¢) In this case, the S/2 of Section 27 is already committed
on a voluntarily basis for a well and therefore SW/4 cannot
be made the subject of a W/2 compulsory pool case without
violating the provisions of Section 70-2-17 NMSA (1978);

(d) Santa Fe filed its Compulsory Pooling Application prior
to properly proposing the subject well as part of a single
spacing unit; and

(e) Contrary to the custom and practice before the Division
and in violation of Section 70-2-17 (¢) NMSA (1978), Santa
Fe has instituted compulsory action against Phillips seeking to
form a spacing unit which cannot be approved by compulsory

olin

! -
W. Thomas Kellahin Reese B. Copeland, Esq.
Kellahin & Kellahin Phillips Petroleum Company
P. O. Box 2265 4001 Penbrook, Suite 216

Santa Fe, New Mexico 87504  Odessa., Texas 79762-5972
(505) 982-4285



Phillips Petroleum Company
Mation to Dismiss Case 11294

Page 4
VYERIFICATION
State of Texas )
Jss.
County of Midland )

Comes now James S. Welin, being first duly sworn, upon his oath
deposes and states: That he is the Petroleum Land Manager for Phillips
Pewoleum Company, Odessa, Texas. that he has resd the foregoing
pleadings and know the contents thereof, and that the same is trus and
correst of this own knowledge, information and belief.

QSN =l

James S. Weiin

SUBSCRIBED AND SWORN to befare me by James S. Welin, wio
personally appeared before me this 2U'¥ay of May, 1995,

Notwary Public

My Commission Expires: Qua . 18, 4G4,
v

Seal

[ certify that a copy of this pleadigly was ansmitted by facsimile to

W. Thomas Kellahin



Exhibit "A'

Santa Fe Energy Resources, Inc.
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May 9, 1995

BAND-DELIVERED

OlL CONSERVATICN DIVISICN |

William J. LeMay, Dirccror

Oil Conservarion Division (’, -

New Mexico Department of Energy, / / (‘_ﬂ / 47/
Minerals and Natural Resources _

2040 South Pacheco Stres:

Santa Fe, New Mexico 87305

Re: Application of Santa Fe Energy Resources. Inc., for Compulsory Pooling,
Lea County, New Mexico

Dear Mr. LeMay:

Enclosed in triiicate is =e Appilication of Santa Fe Eaxcrgy Resourcss, Inc., in the above-
refcrenced case 2s weil as a copy of a legal advertisement. Santa Fe Exergy Resourcss, [nc.
respectfully requests shar this marter be piaced on the docket for the June 1, 1995 Examiner
hearings.

Very truly vours.

Lo

TANYA M. TRUTILLO
Enclosurcs
ce: Jim Bruce

Daniia R. Walker

EXHIBIT
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APPLICATION FOR PERMIT TO DRILL, RE-ENTER, DEEPEN, PLUGBACK, OR ADD A ZONE

10poraie same and Address * CORID Numose
PMillips Petroleum Company 017643
4001 Penbrook Street 3 APT Number
Olessa, TX 797362 300
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WELL LOCATION AND ACREAGE DEDICATION PLAT

APt Number { Pool Code Paol Name
0134 LEGG ATMQOKA = MORROW
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PHILLIPS STATE z :
QCRID Ne. Operator Name i Eleeation
017643 PHILLIFS PETROLEUM COMPANY ; 3892
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CAMPBELL, CARR & BERGE, r.a.

LAWYERS

MICHAEL B. CAMRPRBELL
WILLIAM F CARR
BRADFORD C. BERGE

JEFFERSON RPLACE

SUITE | - 110 NORTH GUADALUPE

POST OFFICE 80X 2208
SANTA FE. NEW MEXICO 87504-2208
TANYA M TRUJILLO

TANNIS L. FOX TELEPHONE: {(SCS) 988-442]

MICHAEL H. FELDEWERT

TELECOPIER: (505) 983-6Q43
JACK M. CamMPBELL

OF COUNSEL

May 26, 1995

HAND-DELIVERED

William J. LeMay. Director

Oil Conservation Division

New Mexico Department of Energy,
Minerals and Natural Resources
2040 South Pacheco Street

Santa Fe, New Mexico 87505

Re:  Oil Conservation Division Case No. 11294:

Application of Santa Fe Energv Resources, Inc., for compulsory pooling, Lea
County, New Mexico

Dear Mr. LeMay:

Santa Fe Energy Resources, Inc.. respectfully requests that the above-referenced case which
is currently set on the June 1. 1995 Division docket be dismissed.

Your attention to this request is appreciated.

mm |

WILLIAM F. CARR
WFC:mlh
cc:  Danita Walker
Santa Fe Energy Resources

Jim Bruce. Esq.
Hinkle. Cox. Eaton, Coffield & Hensley, P.A.

/ W. Themas Kellashin, Esq.



