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

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

CASE NO. 12073 (De Novo)
Order No. R-11089-C

APPLICATION OF NEARBURG EXPLORATION COMPANY
FOR COMPULSORY POOLING AND AN UNORTHODOX

SURFACE LOCATION AND SUBSURFACE DRILLING WINDOW
EDDY COUNTY, NEW MEXICO.

AFFIDAVIT OF DUKE ROUSH
IN SUPPORT OF
AMENDING ORDER R-11089

- STATE OF TEXAS )

) SS
COUNTY OF MIDLAND )

Before me, the undersigned authority, personally appeared Duke Roush, who being
first duly sworn, stated:

- A. My name is Duke Roush. I am over the age of majority and am competent to
make this Affidavit.

B. I am a senior staff landman for Nearburg Exploration Company, L.L.C. who
has been responsible for overseeing the contacting the interest owners involved in the E/2

of Section 11, T17S, R25E, Eddy County, New Mexico and attempting to obtain a
surface location for this well.

C. The following is a partial factual summary of my efforts on behalf of Nearburg
Exploration Company:

BEFORE THE
OIL CONSERVATION COMMISSION

Case No0.12073 Exhibit No.__ 2

Submitted By:

Nearburg Exploration Co.
Hearing Date: January 14, 1999
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(1) Nearburg Exploration Company, L.L.C. proposed its Eagle Creek "11" Well

No. 1 as a Morrow well to be dedicated to the E/2 of Section 11, T17S, R25E, NMPM,
Eddy County, New Mexico.

(2) This well is to be directionally drilled because the optimum subsurface location
is in the SE/4 of this section where surface use is limited by existing houses in a

subdivision and by the close proximity of the Artesia airport and the applicable FAA
restrictions.

(3) Pursuant to Section 70-2-17(c) NMSA (1978) and upon the application of
Nearburg, the Division entered Order R-11089 which pooled
pooled the following interests:

Yates Petroleum Corporation
ABO Petroleum Corporation
MYCO Petroleum Corporation
S.P. Yates

John A. Yates

John A. Yates, PR for estate of Peggy A. Yates
Sharbro Oil Ltd. Co.

(4) Order R-11089 also approved Nearburg requests for the drilling of its Eagle
Creek "11" Well No. 1 as a directional well ("topographical exception”) from an
unorthodox surface location to an unorthodox subsurface gas well location for potential
production from the Morrow and other formations. Yates, et al. have waived any
objection to the unorthodox subsurface drilling window.

(5) At the time of the Division Examiner hearing held on November 5, 1998,
Nearburg:

(a) had searched for a suitable surface location in the SE/4 of
this section but believed no suitable location existed;

(b) intended to use an unorthodox surface location in
adjoining section 14 at a point 1070 feet FNL and 2110 feet
FWL. (Unit C) which is adjacent to an existing well and

which would minimize the need to build additional location
facilities.
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(c) this surface location was located on surface tract
controlled by Yates Petroleum Corporation ("Yates") whom

Nearburg believed would consent to the use of their surface;
and

(d) the proposed costs of the well ("AFE") were $801,530.00
for a completed well to be drilled directionally to the Morrow
formation at approximately 8,000 feet TVD.

(6) At the time of the Examiner’s hearing, Yates had filed a written waiver of
objection to the location for this well and filed an entry of appearance but did not present

any evidence or objection to the entry of this compulsory pooling order.

(7) After entry of this order, Yates Petroleum Corporation filed for a DeNovo

hearing in this case.

(8) Nearburg believed it would not be able to reach an agreement with Yates for

the use of the original unorthodox surface location in Section 14, and has:

(a) now located a surface owner in the SE/4 of Section 11
who was previously unknown to Nearburg and who is willing

to allow Nearburg a surface location 460 feet FEL and 1120
feet FSL of this section;

(b) obtained an FAA permit for this new surface location; See
Exhibit 1 attached

() notified all of the parties pooled by Order R-11089 of this
change in surface location and has afforded them an
opportunity to elect to participate in this well as revised;

(d) applied to the Commission to amend only that portion of
Order R-11089 necessary in order to authorize Nearburg to
drill this well at an unorthodox surface location 460 feet FEL
and 1120 feet FSL of Section 11. See Exhibit 2 attached

(e) a revised directional wellbore plan is attached as Exhibit
3 to this affidavit.
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(9) In addition, Nearburg has reached a voluntary agreement for this revised well
with all of the parties in this spacing unit who were pooled by Order R-11089 and now

desires that the Commission vacate those portions of Order R-11089 which deal with
compulsory pooling. See Exhibit 4 attached

(10) Nearburg’s requested subsurface drilling window will not change and the AFE
resulting for this amended surface location will be approximately $812,198.00.

(11) The applicant, Nearburg Exploration Company, L.L.C., seeks an amendment
to Order R-11089 to drill its proposed Eagle Creek "11" Well No. 1 which will be
directionally drilled from an unorthodox surface location 460 feet from the East line and
1120 feet from the South line of Section 11, Township 17 South, Range 25 East, such
that the unorthodox bottomhole location at the base of the Morrow and the producing
interval within the Morrow formation is located no closer than 660 feet from the south,

west or east boundaries of a standard 320-acre spacing and proration unit consisting of
the E/2 of this section.

FURTHER AFFIANT SAYETH NOT:

Duke Roush

STATE OF TEXAS )

)SS
COUNTY OF MIDLAND )

SUBSCRIBED AND SWORN to before me this 12th day of January, 1999, by Duke Roush.

Notary Public

My Commission Expires:

(SEAL)
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(9 In addition, Nearburg has reached a veluntary sgrecment for this revised well
with all of the parties in this spacing unit who were poolad by Order R-1108% aad now
desires that the Commission vacate those portions of Order R-11089 which deal with
compulsory pooling. See Exhibit 3 attached

{10) Nearburg’s requested subsurface dniling window will not change and the AFE
resulting for this amended surface location will be approximately $812.198,00.

(11) The applicant. Nearburg Exploration Company, L.L.C., seeks an amendement
to Order R-11089 to drill its proposed Eagle Creek “11" Well No. | which will be
directionaily drilled from an unorthodox surface location 460 feet from the Eust line and
1120 feet from the South line of Section 11, Township 17 South, Range 25 East, such
that the unorthodox bottomhole location at the base of the Morrow and the producing
nierval within the Morrow formation is located no closer than 660 feet from the south,
west or cast houndaries of & standard 320-acre spacing and proration unit consisting of
the E/2 of this section. See Exhibit 4 attached.

FURTHER AFFIANT SAYETH NOT:

N

Duke Roush

STATE OF TEXAS )

188
COUNTY OF MIDLAND )

SUBSCRIBED AND SWORN 1o before mie this 13th day of January, 1999, by Duke Koush.

- _ '/ ‘
\. / ‘
Notary Public

KAYE H. GASSIE
STATE OF TEXAS
[5 y conm. 129, 11/08/3001

My Comsmission Expires:

VIV Vil {SEAL)
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Fed iation Adminiscration AERONAUTICAL STUDY
ggg:i:ilzv;:tiog A No: 98-ASW-5298-0F%
Air Traffic givision. ASW-520

Port Werth, TX 761931-0520

ISSUED DATE: 01/06/399
DUKE ROUSH
NEARBURG PRODUCING COMPANY

3300 8. °*A" ST., BLDG. 2, STE 130
MIDLAND, TX 75708

*+ DETERMINATION OF NO HAZARD TC AIR NAVIGATION +*v
The Taderal Aviation Administration has completed an aeronautical study
under the provisions of 4% U.S.C., Section 4471s and, if applicable,
Title 14 of the Code of Pedszral Regulations, pazxt 77, <¢ongarning:

Description: TEMPORARY DRILLING RIG; EAGLE CREEK "11v #1 WELL

Location: ARTEZSIA M

Latitudae: 32-50-45.40 NAD 83

Longitude: 104-25-56.67

Heights: 152 fest abaove ground level (AGL)

3650 fest above maan sea level (RAMSL)

This aercmautical ntudgu:ov-alod that the structure does exceed
cbstructien standards but would not be a hazard to air navigation
provided the foilowing comditionis), if any, islare) met:

-As a condition to this determination, the structure should be marked
and/or lighted in accerdance with FAA Advisory Clrcular 70/7460-17,
Qobstruction Marking and Lighting, Chapters 3 (Marked), 4, S{Red), & 13.

-It is required that the PAA be notified at least 48 business hours prior
to the temporary structure being eracted and again wher the structire is
reroved from the sits. Notification sheuld be made to this office

during our c¢ore business hours (Monday through Friday. 9:00 am tc 3:20 pmy
via tslephcne at 817-322-8534. Natiflcatien is necessary so thrat

aerocnautical procedures can be temporarily modified tc accommodate the
structure.

-1t is raquired that the manager of Artesia Municipal at 505-748-3206.
pe notified at leaat 48 business hours prier to ke cemporary struciure
reing arected and again when the structure is removed from tthe azite.

-See artachmant for additicnal cenditien{s) cr informacien.
This cetermination expixes on 07/08/00 unless:

(a} extended, revised or terminated by the lssuing cffice or

{(b) the constructlen iz subject no tha licensing authority of
the Federal Communicaticns Commission (FCC) and an applisation
for a conatruction permit has been filed, as required by the FCC,
within § months of the dates of =his determination. In sich case
the determinaclon sxpires on the date prescribed bg the FCI for
corpletion of construction or on the date the FCC demies the
applicatien,

EXHIBIT
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NOTE: REQURST FOR EXTENSION OF THE EFFECTIVE PERIOD OF THIS DETERMINATICN
MUST 88 POSTMARKED OR DELIVERED TO THIS OFFICE AT LBAST 15 DAYS PRIOR TO
THE RXPIRATION DATE.

This detexrmination is based, in part, on the :oreicing deseription which
includes specific coordinates, heighta, frequencylies! and power. Axny
changes in coordinates, helghts, fraquency(ies) or use ¢f greater power
will void this determination. Any future constructien or alteration,
including increase in heights, power, or the addition of other
transmitters, requires separate notice to the FAA.

Thia determination dees include tempora conatruction equipment such as
cranes, dayricks, etc., which may be used during actual construction

of the structure. However, Chig equipment shall not sxceed Lhe overall
heights as indicated above. Equipment whick has a height greater than the
studied structure Tequires separiale notice te the FAA.

This detsrmination cencezus the effect of this atructuze on the safe and
efficiant use of mavigable alrspace by aircraft and does not relieve the
sponsoy of compliance responsibilities relating to any law, ordinance, or
regulation of any Pedwral, State, or loccal government bedy.

A copy of this determination will bs forwazded to the Federal Communicacions
Commiszion L{f the strusture is subject to their licanging authority.

If wa can pe of further assistance, please contact our office at
817-222-5534. On any future correspondsnce concerning this macter,
Please Tefer to Aerxonautical Study Number 58-ASW-5298-0E.

glas B. Felix ! ¢
Specialise, Airapace Branch (BBO)

Attachment
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centinuation Sheet, Page 3

AERONAUTICAL STUDY
No: 98-ASW-85298-0F

"WELL BITE: Eaglo Creek *11” #1 Wall
Conditions for Operation of Yemporary Drilling Rig

» Nolify the FAA at least 48 boura prior to the drilling rig being erected. Such
advance notice s required bacause a standarg instrument approach procadure
[SIAP) must b8 modified to accommodate the drilling rig, This notification should te
mads to the FAA during nomat working hours {Monday thiough Friday, 8:00 AM. to
4:10 .M.} via ialaphone, at (817) 222.5534,

» The temporary dritling rig shall be costruction flagged and lighted in accordance witn
FAA Advisory Clrcular 70/7460-1 "Obstruction Marking and Lighting.*

+  Notify the Artesia Municipal Airpart Manager, or his represantative, at (505) 748-
3206, or (505) T4€-4612, prior to raising the temporary driiing rig and when the
project is compiate and the temporary drilling rig s removed from the site.

+ Notify the FAA when the project is complete and the drilling rig is removed from the
site. This notification is nacessary sa that the affectad Standard Instrument
Aporoach Procedure can be rstumed io normal. This notification shouid be made to
the PAA during normal werking hours (Monday through Friday, 8:50 A.M. 1 4:30
P.M.} via telephona at (817) 222-5834,

NQIE: The temparary grilling rig will cause the following affect on the NDB o GPS
RWY 30 Standard Instrument Approach Procedure at the Artes(a Munic:pat Airgort,

- Increasa the S-MDA and Category “A" cirgling MDA from 3540 feet above
mean sea tevei {AMSL) to 4000 feet AMSL.

NQTE. This determingtion shall be valid fer a pariod of 18 months. While the
determination is valid, it i$ permissible to retum tha temporary drilling rig to the site
withour submithing @ new FAA Form 7480-1, "Notice of Progosed Conslruction or
Afteration,” provided the foliowing conditions are met:

« The temporary drilling equipmen: dors not exceed a maximum haight of 152 feel
above ground fevel (AGLY38S0 fest acave mean saa level (AMSL).

* Notify the FAA a: lonst 48 tours priot tg the drilling rig being ammcted. Such
agvance notice is required because a standard instrument apprsach procedura
{S!AP) must be modifiec to accommedate tha drilling rg. This notification should be
made to the FAA during notmal working hours (Mongay through Fricay, 3:00 A.M. to
4:30 P.M.) via telephorig, at (817) 222-5534.

*+ The temporary dniling g shall be ctstruction flagged and lighted in accardance wirn
FAA Advisory Circular TQI7460-1 *Obstruction Marking and Lighung.”
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Conticuation 8heet, Page 4

ABRONAUTICAL STUDY
No: 98-ASW-5294-08

s Notify the Artasia Municipal Airport Manager, or his representative, at (SO8) 748-
3206, or (505) 7484612, prior to raising the temporary drilling fig ahd when the
project is complata and tha temporary drilling rig is ramovad fram the aite.

+ Notify the FAA when the praject is complete and the drilling rig !s removed from the
site. This notification is necassary so that the affected Standard [astrument
Approach Procadure ¢an be raturned to normal.  This notification should be mads Lo
the FAA during normal working hours (Monday through Friday, 8:00 AM. to 4:30
P.M.) via telephone at (817) 222-5534.

FAA FORM 7480.1, “NOTICE OF PROPOSED CONSTRUCTION OR ALTERATION"
SHALL BE SUBMITTED FOR ANY TEMPORARY DRILLING EQUIPMENT THAT
EXCEEDS THE MAXSMUM ALLOWABLE HEIGHT OF 152 FEET AGL / 3850 FEET
AMSL,
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DISTRICT IH OIL CONSERVATION DIVISION

1000 Riv Brexoy Rd, Aztec, NM 87440 P.C. Box 2088

DISTRICT IV Santa Fe, New Mexico 875042088

O AMENDED REPORT
P.O. BOX WWEE. JANTA PK. WAL §7304--T089

WELL LOCATION AND ACREAGE DEDICATION PLAT

APT Number Pool Code Pool Namse
Praperty Code Property Name Well Number
EAGLE CREEK 11 3
OGRID No, Operator Naofe Elevation
NEARSURG PRODUCING COMPANY 3476
Surface Location
UL or lot No. Section Township Range Lot Idn FPeot from the North/South line Feet from We Bast/Wes: line Couaty i
P 11 1785125 € 1120 SQUTH 4860 TAST EDDYJ(
Bottom Hole Location If Different From Surf{ace
UL or lot No. Section 7' Tawnghip Reage Lot Wda Feet from the North/Sauth lipe Feat from the East/Vesut line Caunty
0] 11 | 17 S {25 E 6860 SQUTH 1980 EAST ooy

Dedicuted Acres | Joint or Ingill | Consolidetiom Code Order No.

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS RAVE BEEN CONSOLIDATED
OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

OPERATOR CERTIFICATION

7 Naredy ceriify (As he wyermation
oonteined Aevwin is frus ond compilsly to the
bert of my dmouledge and deilef.

Sigunsture

Printed Name

Title

Date

SURVEYOR CERTIFICATION

I Ravody cortipy that the weil lovetlen shoun

3478.7 34744 on tMa plet was ploitad from fisid noles of
=" T ATSO45.T N wctusl ywveyr wmuds by W ¥ under my
b o ‘ : tuparvisen ond thes the mems (9 Etww and

LONG. 10428°54.8'W | | corront s the bast of my ssaes

| G
3478.7° J477.2
DECEMBER 2, 1998

DETAL SEE OFIAL Date ’m\m DMCC
SURFACE . p,,.,' ,1“ R ‘,-""'- C,S‘;' ",
LCCATION_ . = T ' . ' )
GOTTOM HOLE I Ce i
LOCATION P

EXHIBIT
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SCIENTIFIC DRILLING INTERNATIONAL
MIDLAND, TEXAS

NEARBURG PRODUCING COMPANY

ngl Nanme EAGLE CREEK ‘11’ #1
Field : EAGLE CREEK FIELD, EDDY COUNTY, NM

Site s SECll1l, T-17-S, R-25-E
SHL : FSL 1120’ & FEL 4607
Plan BHL : PSL 660’ & FEL 198¢0°
Date Survevyed : 30 NOVEMBER 1998

Job No. : WELL PLAN

'his survey is correct to the best of my knowledge
ind is supported by actual field data.

crecetansvsnase sere s COMPANY REPRESENTATIVE

Directional Drifling Plan E,\\.\\B\T

y 3 —
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SCIENTIFIC DRILLING INTERNATIONAL

customer : NEARBURG PRODUCING COMPANY Page 1 of 2

“ell Name : EAGLE CREEK ‘11’ #1 Date 30 NOVEMBER 1998

rield : EAGLE CREEK FIELD, EDDY COUNTY, NM Filename : EAGLE#1A

Jite : S8EC11, T-17-S, R-25-E

SHL : FSL 1120’ & FEL 460’

Plan BHL : FSL 660/ & FEL 1980 No Interpolation

jeight Of WELLSITE Datum Above Field Datum 0.00 £t

MD INC DIR TVD +N/-S +E /=W Vs D’LEG
£t deg deg ft fr ft ft  ‘/100
3800.0 0.00 S20.07°W 3800.00 0.00 0.00 0.00 0.0
3900.0 0,00 820.07°W 3900.00 0.00 0.00 0.00 0.0
4000.0 0.00 S20.07°W 4000,00 0.00 0.00 0.00 0.0
4100.0 0.00 820.07°W 4100.00 0.00 0.00 0.00 0.0
4200.0 0.00 S20.07°W 4200.Q0 0.00 0.00 0.00 0.0
4300.0 0.00 S20.07°W 4300.00 0.00 0.00 0.00 0.0
4400.0 2.25 8S73.16°W 4399.97 -0.57 ~-1.88 1.96 2.3
4500.0 4.50 S73.16°W 44%9.,79 -2.27 -7.51 7.85 2.3
4600.0 6.75 S73.16°W  4599.31 -5.11 -16.89 17.65 2.3
4700.0 9,00 $73.16°W 4698.36 ~-9.08 -30.01 31.35 2.3
4800.0 11.25 8S73.16°W 4796.79 -14.17 -46.83 48.93 2.3
4900.0 13.50 S73.16°W 4894 .46 -20.38 -67.34 70.36 2.3
5000.0 15.75 873.16"W 4991.22 -27.69 -g1.51 95.61 2.3
5100.0 18.00 S73.16°W 5086.91 -36.10 -119.29 124.63 2.3
5200.0 20.25 S73.16°W 5181.38 -45.59 -150.65 157.39 2.3
5300.0 22.50 S73.16°W 5274.50 -56.15 -185.53 193.84 2.3
5400.0 24.75 S73.16°W 5366.11 -67.75 -223.88 233.91 2.3
5500.0 27.00 8S73.16°'W 5456.08 -80.39 -265.65 277.55 2.3
5511.4 27.26 S73.16°W 5466.21 ~-81.90 ~270.62 282.74 2.3
5600.0 27.26 S73.16°W 5544 ,99 ~83.65 ~309.46 323.32 0.0
5700.0 27.26 873.16°'W 5633.88 -106.92 -353.30 369.12 0.0
5800.0 27.26 S73.16°W 5722.78 -120.18 ~397.13 414.92 0.0
5800.0 27.26 873.16°W  5811,.68 ~133.45 ~440.97 460,72 0.0
6000.0 27.26 S73.16°'W 5900.57 -146.71 -484.80 506.51 0.0
6100.0 27.26 873.16°'W 5989.47 -156,98 -528.63 552.31 0.0
6200.0 27.26 S73.16°W  6078.37 -173.24 -572,47 598.11 0.0
6300.0 27.26 873.16°W 6167.26 -186.51 ~616.30 643.90 0.0
6400.0 27.26 873.16'W 6256.16 -199.78 -660.13 689,70 0.0
6500.0 27.26 S$73.16°W 6345.06 ,-213.04 -703.97 735.50 0.0
6600.0 27.26 873.16°'W 6433.95 -226.31 77?7€30 781.30 0.0
TP CLe LA FEL

6700.0 27.26 873.16°W 6522.85 -239.57 -791.64 827,09 0.0
6800.0 27.26 873.16°W 6611.75 =252.84 -83%5.47 872.89 0.0
6900.0 27.26 S73.16'W 6700.64 -266.10 -879.30 918,69 0.0
7000.0 27.26 S73.16"W  6789.54 -279.37 -923.14 964.48 0.0
7100.0 27.26 $73.16°W 6878.44 -292.63 -966.97 1010.28 0.0
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SCIENTIFIC DRILLING INTERNATIONAL

Sustomer : NEARBURG PRODUCING COMPANY Page 2 of 2

dell Name : EAGLE CREEK ‘11’ #1 Date 30 NOVEMBER 1998

Field : EAGLE CREEK FIELD, EDDY COUNTY, NM Filename : EAGLE#1A

Site : SEC11, T-17-S, R-25-E

SHL : FSL 1120’ & FEL 460’

Plan BHL : FSL 6607 & FEL 1980’ No Interpolation

Height Of WELLSITE Datum Above Field Datum 0.00 ft

MD INC DIR TVD +N/-S +E/-W Vs D’LEG
£t deg deg £t 4 £t tt  ‘/100

7200.0 27.26 873.16°W  6967.33 -305.90 ~1010.81 1056.08 0.0
7300.0 27.26 S73.16°'W  7056.23 -319,16 =1054.64 1101.88 0.0
7400.0 27.26 S§73.16°W  7145.13 -332.43 -1098.47 1147.67 0.0
7500.0 27.26 873.16°W 7234.02 ~345.69 -1142.31 1193.47 0.0
7600.0 27.26 873.16°W  7322.92 -358.96 -1186.14 1239,27 0.0
7700.0 27.26 873.16°W  7411.82 -372.22 -1229.98 128%.06 0.0
7800.0 27.26 873.16°'W  7500.71 ~385.49 =1273.81 1330.86 0.0
7900.0 27.26 873.16°W  7589.61 ~398.76 -1317.64 1376.66 0.0
8000.0 27.26 873.16°W 7678.51 -412.02 ~1361.48 1422.46 0.0
8100.0 27.26 873.16°W 7767.40 ~425.29 «1405.31 1468.25 0.0
8200.0 27.26 S73.16°'W  78%6.30 -438.55 =~1449.14 1514.05 0.0
8300.0 27.26 873.16"W 7945.20 -451.82 -1492.98 1559.85 0.0
8361.6 27.26 S§73.16°W  8000.00 ~459.99 -1520.00 1588.08 0.0

drigin of Bottom Hole Closure WELLSITE CENTRE
Bottom Hole Closure 1588 ft S73.16°W
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Nearburg Explaration Campany, L.L.C.
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Junvary (2. 199
CIRTIFIED MAN. « RETURN RECEIPT REQUESTED

Yates Petrolieum Corporstion
104 Soulh Fourth Streel
Artcsia, Now Mexico 38214

ATTN: Doug Rurlbu!

RE Eagle Creak 117 No, | Well
BHL' 1.980° FEL and 860 FSL
SHL. 46t FEL and 11207 PSL
Sestion 1i, T.§7-5. R.28.F
y Me)
Eagle Uroek Prospect

Gentiemen
Pursusnt 16 our wlephone conaration of this dite. Nearburg exploration Compun. LLC (NEC) agrees 1o

scocpt 8 farmout of vour smcecst o the B2 of Section 1), T-17-5 R 25-8 for the drilling of the captianad well on
the following wenns snd condstions

] Yeues Hetroleum Compormior. <t al. will deliver Lo NEC & ™7 50% Net Revenue Tnlorest reta:ning wn
overrichng royalty aqual to U difldrencc Belween causting bardeas asd 12 4%,
3 Al peyout of the well. Yaies shall hase the opuon (o camen 3 ¥ 4% cverm@ing rovain (delivering am 802,

NRI) (0 3 chirty three and & thind parcent (13 1739 werking terest.
h Smd override and warking interes: would b subject Lo propactional reduction

+) The fannout of Ystes Perraleum, ot al's. interest wiil e O 1he same farm us used i the dntling of the
Eagie Creek 14" ¥ woll und uny rgeed upon smendments (harete

5) Yates sgrver 10 canoet the De Nova Heanag Case No. 120770 sot o e Jaausn 1+ 1999 docket

6} Yates tgrees nat (o object 1o exther surface hole or bouim hole lacation as st forth above

" NEC shail commence the well on o7 before May 1, 1999,

If the terms 35 set (orth 3bove ure acceptuble. plense Siginly your getpunie Iy sxecuting n the spuce rosided
i we can be of further asssiance, please advise.
Yours vers truly.

NPT}

Ouke Roush
Senior Landman

EXHIBIT
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Yuies Petroleun Corpoention, <t al
January 1), 1999
Page Twe

AGREED AND ACCEPTED THIS _/ &=%ay of January. 199,

YATES PETROLEZUM CORPORATION

ABO PETROLLUM CORPORATION

MYCO INDUSTRIRS, INC.

YATES DRILLING CORPORATION

JOHN A, YATES, AS INDIVIDUAL AND PERSONAL REPRESENTATIVE OF THE ESTATE OF
PRGGY A, YATES

SHARARD OfL LTD. CO.

LILLIZ M. YATES ESTATE

S.P. YATLS

I Land Managet



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

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

CASE NO. 12073
Order No. R-11089-C

APPLICATION OF NEARBURG EXPLORATION COMPANY

FOR COMPULSORY POOLING AND AN UNORTHODOX SURFACE
LOCATION AND SUBSURFACE DRILLING WINDOW

EDDY COUNTY, NEW MEXICO.

NEARBURG EXPLORATION COMPANY’S
PROPOSED
ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9:00 a.m. on January 14, 1999,
at Santa Fe, New Mexico before the Oil Conservation Commission of New
Mexico, hereinafter referred to as the "Commission."

NOW, on this day of January, 1999, the Commission, a quorum

being present, having considered the record and being fully advised in the
premises,

FINDS THAT:

(1) Due public notice having been given as required by law, the
Commission has jurisdiction of this cause and the subject matter thereof.
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(2) Nearburg Exploration Company, L.L.C. proposed its Eagle
Creek "11" Well No. 1 as a Morrow well to be dedicated to the E/2 of
Section 11, T17S, R25E, NMPM, Eddy County, New Mexico.

(3) This well is to be directionally drilled because the optimum
subsurface location is in the SE/4 of this section where surface use is
. limited by existing houses in a subdivision and by the close proximity of the
Artesia airport and the applicable FAA restrictions.

(4) Pursuant to Section 70-2-17(c) NMSA (1978) and upon the

application of Nearburg, the Division entered Order R-11089 which pooled
the following interests:

Yates Petroleum Corporation
ABO Petroleum Corporation
MYCO Petroleum Corporation
S.P. Yates

John A. Yates

John A. Yates, PR for estate of Peggy A. Yates
Sharbro Oil Ltd. Co.

(5) Order R-11089 also approved Nearburg requests for the drilling
of its Eagle Creek "11" Well No. 1 as a directional well ("topographical
exception”) from an unorthodox surface location to an unorthodox
subsurface gas well location for potential production from the Morrow and

other formations. Yates, et al. have waived any objection to the unorthodox
subsurface drilling window.

(6) At the time of the Division Examiner hearing held on November
5, 1998, Nearburg:

(a) had searched for a suitable surface location
in the SE/4 of this section but believed no
suitable location existed;

(b) intended to use an unorthodox surface
location in adjoining section 14 at a point 1070
feet FNL and 2110 feet FWL. (Unit C) which
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is adjacent to an existing well and which would
minimize the need to build additional location
facilities.

(c) this surface location was located on surface
tract controlled by Yates Petroleum Corporation
("Yates") whom Nearburg believed would
consent to the use of their surface; and

(d) the proposed costs of the well ("AFE") were
$801,530.00 for a completed well to be drilled
directionally to the Morrow formation at
approximately 8,000 feet TVD.

(7) At the time of the Examiner’s hearing, Yates had filed a written
waiver of objection to the location for this well and filed an entry of

appearance but did not present any evidence or objection to the entry of this
compulsory pooling order.

(8) After entry of this order, Yates Petroleum Corporation filed for
a DeNovo hearing in this case.

(9) Nearburg believed it would not be able to reach an agreement

with Yates for the use of the original unorthodox surface location in Section
‘14, and has:

(a) now located a surface owner in the SE/4 of
Section 11 who was previously unknown to
Nearburg and who is willing to allow Nearburg

a surface location 460 feet FEL and 1120 feet
FSL of this section;

(b) obtained an FAA permit for this new surface
location;

(c) notified all of the parties pooled by Order R-
11089 of this change in surface location and has
afforded them an opportunity to elect to
participate in this well as revised;
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(d) applied to the Commission to amend only
that portion of Order R-11089 necessary in
order to authorize Nearburg to drill this well at
an unorthodox surface location 460 feet FEL
and 1120 feet FSL of Section 11.

(10) In addition, Nearburg has reached a voluntary agreement for this
revised well with all of the parties in this spacing unit who were pooled by
Order R-11089 and now desires that the Commission vacate those portions
of Order R-11089 which deal with compulsory pooling.

(I1) Nearburg’s requested subsurface drilling window will not

change and the AFE resulting for this amended surface location will be
approximately $812,198.00

IT IS THEREFORE ORDERED THAT:

(1) Ordering Paragraph (1) of Order R-11089 is hereby amended as
follows:

The applicant, Nearburg Producing Company, L.L.C. is
hereby authorized to drill its proposed Eagle Creek "11"
Well No. 1 which will be directionally drilled from an
unorthodox surface location 460 feet from the East line and
1120 feet from the South line of Section 11, Township 17
South, Range 25 East, such that the unorthodox bottomhole ~
location at the base of the Morrow and the producing interval
within the Morrow formation is located no closer than 660
feet from the south, west or east boundaries of a standard

320-acre spacing and proration unit consisting of the E/2 of
this section.

~ (2) Those portions of Order R-11089 dealing with compulsory
pooling are hereby vacated.

(3) Jurisdiction of this cause is retained for the entry of such further
orders as the Division may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year hereinabove
designated.
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STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

JAMI BAILEY, Member

BILL LEMAY, Member

LORI WROTENBERY, Chair



