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June 11, 2002

Ms. Lori Wrotenbery, Director
Uil Conservation Divigion

1220 South Saint Francis Drive
Santa Fr, New Mexico 8730

Re: NMOCD Casc (pending)

Application by the Fruitland Coalbcd Methane
Study Commitiee (0 amend Rule 4 and 7 of
the Special Rules and Regulations of the
Basin: Fruitland Coal Gas Pool

Ms. Wrntenbhery:

Tp. 20 S0p wi=' vomea

Brosa s e DD

L2

Lo TN

Please find euclosurc the referenced application which we request for set for
hcaring in Farmington, New Mcexico on July 9. 2002.

Yery

mily vours,

Mas Kellahin

ce: Burlinglon Resources Oil & Gas Company LP

Caal Committee

Attn: Alan Alcxander
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CERTIFIED MAIL-RETURN RECEIPT REQUESTED

TO: NOTICE OF THE HEARING OF THE FOLLODWING
NEW MEXICO OIL CONSERVATION DIVISION CASE:

Re:  Application of the Froitland Coalbed Methane Study
Commatlee tn amend Rule 4 and Rule 7 of the Special Rules
amd Regulations of the Basin-Fruitland Coal Gax Pool. Rio
Arriba, Sandoval, San Juan and McKinley Counlics, New
Mexico

On behalf of applivant, please find vnclosed a wopy of our refercnced
ammlicaml which wiill be heard by the New Mexico Oi] Conservation Division Examiner
at 8:15 AM on July 9. 2002. The hearing will he held at (he Farmington Civie Center,

Rooms | and 2. 00 W. Areington, Farmiogton. New Mexico, 87401 (phone OCD-
Aztec: 305-3134-6178).

As a party who may be affccted by this applicabion. we are notifying you of your
right 10 appear at the hearing and participate in this case. including the right 1o present
evidence either in support of or in opposition to the apphication.  You arc not required
w attend this hearing, but failure to appear ac the hearing and become a party ot record
will preclude you fromn challenging the matier at a later date.

Pursuant 19 Divisian Rule 1208.B, you arc further notificd that it you desire to
appear in this case, then vou are required to file a Pre-Hearing Statement with the
Division not Jater than 4:00 PM on Friday, July 5. 2002, with a copy delivered ta the
undersigned, This statement must include: the namces of the parties and adorneys: a
cancise statement of your position in this casc; the names of all witnesses you will call
to testify at the hearing: the approximate time you will need to present your case and
identification of uny procedural matters Lhat area 10 be resolve prior to the hearing.

Vory fruly yours,




PROPOSED ADVERTISEMENT

Case_____: Application of the Friitlard Coalbed Mathane Study Committee (“Committoc”)
to amend Rulfe 4 and 7 of the Special Rules and Regulations for (he Basin-Fruitland Coal
Gas Pool for purposes of amending well density requirements for coalbed methane wells in
Rio Arriba. San Juan, McKinley and Sandoval Countics, New Mexico. Applicant secks o
amend Rulc 7 for the Special Rules and Regulations for the Basin Fruitland Coal Gas Pool
W authorize under certain restrictions infill drilling of up to two wells within a standard
320-acre gas proration and spacing unit by increasing the well dunsity from the current
maximum of one (1) well provided in (rder R-8768, ax amended, 0 @ maxisum of two (2}
wells (160 acre infill} per 320-acre gas proration and spacing unit for wells located in the
pool. In the allernative. Applicant requests the adoption of these rufe changes for wells
located in the “Low Productivity Area" of the pool and for special sdministrative proceeds
for infill wells drilled in the “High Praductivity Area” of the pool, as identificd in the
application. Applicant alvo seeks the ermination of the Cedar Hills-Fryitland Basal Coal
Gas Pool and the Concomitant Expansion of the Basin-Fruitland Coal Gas Pool.




STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEFARTMENT
OIL. CONSERVATION DIVISUON

IN THE MATTER OF THE HEARING
CALLED BY THL OI1, CONSERVATION
DIVISION FOR THE PLRPOSE OF
CONSIDERING:

APPLICATION OF THE FRUITLAND COALBEAD

METHANE STUDY COMMITTEE TO AMEND

RULE 4 AND 7 OF THFE. SPECIAL RULES AND

REGUILATIONS FOR THE BASIN-FRUITLAND

COAL GAS POOL AND FOR THE TERMINATION

OF THE CEDAR HILLS-FRUITLAND BASAL COAIL
GAS POOL AND THE CONCOMITANT EXPANSION

OF THE BASIN-FRUITLAND COAL GAS POOL,

RIO ARRIBA, SAN JUAN, MCKINLEY AND SANDOVAL
COUNTIES, NEW MEXICO

APPLICATION

Comes now the Fruitland Coalbed Methane Sludy Commitee {"Committee”) und
applies tw the New Mexico Oil Conservation Division for an order of increase well density
for coalbed methane wellz by amending Rule 4 and 7 of the Special Rules and Regulstions
for the Basin-Fruitland Coal Gas Pool located in Rio Asriba, San Juan, McKinley and
Sandaval Countics, New Mexico. Applicant seeks to amend Rule 4 and 7 for the Spetial
Rules and Regulalions for the Basin-Fruitland Coal Gas Pool to authorize under certain
restrictions infill drilling of up to two wells within a standard 320-acre gas proration and
spacing unit by increasing the well density from the curvent maximum of one {1) well
provided in Order R 8768, us amended. 0 a maximum of two (2} wells (160-acre infill} per



NMOCD Application of the Fruitland Coulbed Methane Committee
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acre gas proration and spacing umit for wells locatedd in the pool. In the alternative,
Applicant requests the adoption of these rules for wells located the "Low Productivily
Arca® of the pool and for special administrative proceeds for infill wells drilled in the
"High Productivity Area” of the pool as identified in the application, Applicant alsa secks
to dbolish the Cedar Hill-Fruidand Basal Coal Pool and include the honizontal and vertical
limits of the Cedar Hill-Fruidand Basal Cuoal Panl into (he Basin Fruitland Coal Gas Paol,

lu support of its spplicarian, the Commirnee states:

¢1) There are approximately 3,160 wells currently producing from Basin-Fruitiand
Coal Gas Poal, including approximalely 2.704 wells in the "Low Productivity area” and
approximately 456 wells in the "High Productivity area” of the pool.

{27 The Basin-Fruiland Coal Gus Pool Rules curmently provide. in part. thal:

Rule 4: 320 acre spacing units with a provision fur an
cxception from Rule 4 to allow the drilling of & seeond well on
a standard 320) acre vt after notice and heaning.

Rule 7: wells in the pool "shall he locawed in the NE/4 or SW/4
of a single governmeatal section and zhall be located not claser
than 660 fect to any outer boundary of a proration unit nor
closer than 10 feet Lo any inlerior guarter or quarter-quarter
linc or subdivision inner boundary.”

(3 On July 16, 1991, the Division entered Order R-8768-A which found that:

"9 The results of the reservoir simulaBon study gencrally
establish that one well in the subject peoi can effectively drain
and develop 320 acres.”

“110} The results of the sy further {odicate however that
there may be certain arvas within the basin where reservoir
parainelers such as porosity, perrucsbility, coal thickness,
pressure, gas content, sorption isotherm and iniGal gas/watet
saturation may exist in cerain combigstions such that infill
drilling may be required 0 increase gas recover
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() In Augusi 22, 2001, the Division entered Order R-11639 in Case 12651 and
granted Burlington Resources Oil & Gas Company LP's ("Burlinglon”) appiication o
initiaee a pilow project for the drilling of additional Basin-Fruitland Coal Gas Pool wells w
provide data for reservoir engineering and geologic studies tor the purposes of determining
the proper weli density.

(5) Burlington's pilot project and other data cvaluated by the Fruitiand Coalbed
Methane Study Committee are at the poini where the Division has concluded Lhat there is
sufficient evidence to increase well density to two (2) wells in 2 3120-acee GPU in the "Low
Productvity Area” of the pool. The Commitle: also recommends adoption a procedure for
obtaining an infil] well in appropriate portions of the "High Productivity Area” of the pool,

t6) The Committes recommends that the Basin-Fruitiand Coal Gas Pool he divided
into a "Low Productivily Arca” and *High Productivity area” of the ponl.

(Mt The " High Productivity Area ~ of this pool is shown on the map attachod as
Exhibit | and as shown in the acreage description st forth in Exhibit 2.

(8) The "Low Productivity Arca” is the balance of the pool remaining after deleting
the "High Praductivity Area”.

(9) Based upon a study of the geological and reservoir enginccring data, the
Commitiee has concluded that in onder ta increase ulumate recavery of gas from
this paol there is a need to adupt and amend rules and rogulations for this poal
in order 10 deill more wells per GPU than is currently peratitted by Rule 4 and 7
of the ponl rules.

(10) Proposed rule changes: Accordingly, the Committee vecommends thas the

Special Rules and Regulations fur the Basin-Fruifland Coal Gas Pool he amended as
follows:

Rule 4: Each standard gas proration unit (GPU) will consist of 320 acres, more
or less, comprising uny two conliguous quarter scotons of a singks governmental
section, being a legal subdivision of the United States Public Lards Survey.
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Rule 7: (a) Well Locations:

(i} wells drilled on a GPU shall be locubsd not closer than 66
feet to the outer boundary of a GPU and not closer than 10 feat
to any inlerior quarler or quarer-quarter section line or
subdivision inner boundary,

{11) Wells locatod within federal cxploratory units are permitied
an exception (0 the 660-foct setback reguircment to the outer
boundary of u GPL: and shall be pcrmitied to be ne closer than
10 fect to any seclion, quarier seclion or inferior quarter-
quarter seclion line ar subdivision inner boundary. provided,
however:

{a} wells shall not be closer than 660 feet o the
vuter boundary of the federal exploratory nnit:

(h) a well lovated within the unit area bue
acdjacent to un existing or prospective GPU
contaimng a non-coruniticd aact or partally
committed tract shall not be closer than 660 feel
ta the outer baundary of its GPU;

(c) a well locaied within a non~<ommitted or
partially uommitted GPU shall not be closer than
650 fet to the outer boundary of its GPU,

{U} a well lacated within a participating arca but
adjacent to an existing or prospective GPU  that
15 n01 within the same participating area shall not
be closer than 660 fect to the outer boundary of
the participating area;

te) & well localed within the witt area but in an
existing or praspective GPU that is & non-
participating GPU shall not be closer than 660
foet ta the ouler boundary of its GPU,
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(i} The operutor filing an APD for any well within a undl arca
that is closer Lo the outce boundary of its assigned GPU than
660 feet shall provide proof in the farm of a participating area
plat that such well ieets the requirerments of Rule 7 {4,

Rule 7 {b) ADMINISTRATIVE EXCEPTIONS:

The Division Director, in acuordange with Division Rule (04,
ey adminisiralively grant an exceplion to the well locaton
requirements of Rulc 7 upon application 1o the Division which
includes nobfication by certified mail-return receipt requesicd
to attected partics. [See Division Rule 1207.A42)].

Rule 7 {c} Well Density in the “Low Productivity Area™:

(i) No more than twa (21 wells per GPU may be hocated in the
" Low Productivity Area™ of the pool

fii) he FIRST WELL drilled om a GPU shall b located in the
quarter section of the GPU nol containing a Basin-Fruitand
Conl Gas well;

(ii1) the optional iINFII). WELL drilled on a GPU shall be
located iu a quarter section of the GPU not containing Basin-
Fruitland Caal Gas well:

Rule 7 {d} Well Density in the “High Productivity Area™:
One optional infill well in the “High Productivity Area" inay bec

drilled withia & GPU in accordance with Rule 7(a) and 7¢b) pursuznt to the
following procedures:
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t. Operators of an cxisting GPU which contains an original
coal gas well who desirc to drill an optional infill well shall
send a copy of its Apglicalion for Permit to Drll {"APD"
including  NMOCD  formm C- 102 or Burcan of Land
Management form 3160 3) 0 adjacent aperators by certified
mail -return reoeipe requestod  advising hat they have twenty
(207 days from reocipt to file with the District Supervisor
(OCD-Aziee)y p written objection to the application,

2. An adjacent operator shall be any operattr of a Basin-
Fruitland Coal Gas GPU whose sidc bourdary or commer
adjpins he side boundary vr corner of the quarter section in
which the proposed optional infill well is to he located.

3. The District Supervisor may approve the APD. which has
been filed upon cxpiration of the twenty {20} day notice periad
and certification by the applicaut that all adjacent operators
have received nobification and no objections have been received
within the twenty {201 day notice period.

4. In the eveat an objection is timely reveived. or upon Lhe
District Supervisor's own initiative, the application shall be sct
for a hcaring before a Division Examnincr.

(11} The need no langer exists ta mainlain a scparate pool for the Cedar Hill-

Fruitand Basal Coal Pool. Thix pool should be abolished and the horizontal and vertical
limits of this paol should be included i the Basin-Fruilland Coal Gas Poal.

{12) Copies of this application have been semt o all apprapriate parties as required

by the Division natice rules (Rule 1207) and Rule 4 of the Basin-Fruitland Coal Gas Poot

Rules.

preventian of wast: and the prowction of correlative rights.

{13) Approval of this apphcation is in thc besi interests of conservation, the
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WHEREFORE Applicant requesis that this matter be sct for hearing on July 9,
2002 before o duly appointed Examiner of the Oil Conscrvation Division and (hat after
notice and hearing ax reguired by luw, the Division cnter its order graniing this application.

W. Thodnas Kellahin, Esq.
Attorney for Burlington Resources Oil & Gas Compuny LP
Commitiee Member of Fruilland Coalbed Mcthane Committee
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T29N. ROW
T29N, R7W

TION, RSw
T30N, R6W
T3ON, R7W
T3(ON. RBW
TI0N, ROW

TIIN. ROW
T31IN, R7w
TIIN. REW
TAIN. ROW

TI2N. REW
TI2N. RTW
T32N, RRW
T32N, RSW

Fxhibit 2
High Priductivity Arca

Sections 2-8. {1-12, 17-18
Sections [, 12-13

Sections 19 21, 28-3]
Sectiong 5-35

Sections | 1K, 12-26. 4
Sections 1-4,10-13
Stections 2

Sections &, 31

Scctions 1. 12-14, 19-36
Sectivns 4-10, [3-38

Scctians §-7, 171 14, 22-27. 34 36
Sectionz 19, 29-31

Scections 23-26, 36

Sections 19, 30-32

Scctinng 24-26, 30 32, 15-24

T3IZN. R1I0W Sections 7-12, 14-25, 28-30
TI2N, R1LW Sections 11 13, 24



Application Notice
Mailing List

BP AMERICA PRODUCTION CO
BRECK OPER CORP
CAULKINS OIL CO
CHAPARRAL O&G CO
COLEMAN 0O&G INC

CONOCO INC

D J SIMMONS INC

DEVON ENERGY CORP
DUGAN PRODUCTION CORP
EDWARDS ENERGY CORP
GREAT WESTERN DRLG CO
HALLWOOD PET INC
HOLCOMB O&G INC
IBEXPARTNERSHIP LTD
INCLINE RESERVES INC

J M HUBER CORP

KIMBELL OIL CO OF TEX
KOCH EXPLOR CO

LOUIS DREYFUS NAT GAS CORP
MALLON OIL CO
MARALEXRESOURCES INC
MARATHON OIL CO
MARKWEST RESOURCES INC
MCKENZIEE METHANE



Application Notice
Mailing List

MESA OPER LTD PRTSP
MORGAN-RICHARDSON OPERATING
MYCO INDUSTRIES INC
NERRMION OIL & GAS CORP

NM & O OPER CO

PHILLIPS PET CO

P-R-O MGT INC

PRO NM INC

QUESTAR EXPLOR & PROD CO
REDWOLF PROD INC
RICHARDSON OPER CO
RICHMOND PETROLEUM |
ROBERT L BAYLESS

RODDY PROD CO INC

SG INTEREST | LTD

SIMMONS ENGR & CONSULTING CO
SPEEREXLIMITED PARTNERSHIP
TEXACO EXPLORATION &
TEXAKOMA 0O&G CORP
THOMPSON ENGR & PROD CORP
VASTAR RESOURCES INC

WEST LARGO CORP

WHITING PET CORP

YATES PETROLEUM CORP



Return Receipts
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United States Department of the Interior

BUREAU OF LAND MANAGEMENT

Farmington Field Office
1235 La Plata Highway Suite A
Farmington, New Mexico 87401

June 18, 2001

RE: Farmington Field Office, Bureau of Land Management
Position concerning the proposed increased well density
in the Fruitland Coal Formation
Standard Gas Proration Unit (320 acres)

New Mexico portion of the San Juan Basin

The following represents the position of the Bureau of Land Management (BLM) concerning the increase in
the density of Fruitland Coal formation wells from the current one (1) well per standard 320 acre Gas Proration
Unit (GPU) to two (2) wells per standard GPU. The New Mexico Oil Conservation Division (NMOCD) and the
BLM had previously approved a pilot project submitted by Burlington Resources Oii and Gas Company LP to
drill, complete and test five (5) infield wells. The five (5) wells were located across the San Juan Basin in what
is considered the “Low Productivity Area” of the Fruitiand Coal formation. In each of these Fruitland Coal
formation pilot project areas the well density was increased to two wells per 320 acre GPU. The purpose of
these pilot projects was to gather additional reservoir engineering and geological data for the specific purpose
of determining the proper well density for maximum recovery of Fruitland Coal formation reserves. The
Fruittand Coal formation wells were drilled at unorthodox (“off pattern”) locations. Preliminary information
suggests that these pilot projects were successful in capturing additional reserves in each gas proration unit.
In previous Fruitland Coal formation committee meetings, BP America Production Company has presented
additional engineering and geological information on wells that were drilled on 160 acre spacing units in
southern Colorado that also support the increased well density in New Mexico.

Industry representatives have not been in complete agreement on applying this increased well density rule
change throughout the New Mexico portion of the Basin Fruitland Coal pool. The proposed rule would
differentiate the New Mexico Basin Fruitland Coal into a “Low Productivity Area” and a "High Productivity
Area”. The two wells per GPU would apply to the “Low Productivity Area”. In the “High Productivity Area”,
administrative procedures would need to be fulfilled and approvals obtained.

The BLM has been an advocate of consistent rules for the entire New Mexico portion of the San Juan Basin
concerning infield development. The BLM has also supported uniform drilling windows that are consistent with
other gas reservoirs in the basin. These consistent regulatory rules throughout the basin have various
benefits:

1.) Regulatory workloads at the State and Federal levels would be minimized.
2.) Consistent rules would increase commingling opportunities and maximize wellbore usage.

3.) Operators would be allowed to determine their own economics of drilling wells to recover additional
reserves which would benefit all parties involved.

4.) Surface disturbances would be minimized by the potential utilization of previously disturbed areas
and the usage of established infrastructure for gas sales.

However, with the pilot projects being limited to the ““Low Productivity Area “ and the other available data also
limited to the “Low Productivity Area”, the BLM can support the exclusion of the “High Productivity Area” until
additional technical data justifies inclusion.



The BLM supports the orderly and efficient exploration, development and production of oil and gas on Federal
and Indian lands. The BLM is responsible for managing public lands for multiple use and maximizing the
resource values for the American people. The muitiple use concerns are presently being addressed in the
Resource Management Plan that is currently being updated.

In summary, the BLM is in support of the increased well density in the Fruitland Coal formation. We will be

encouraging the development of the Fruitiand Coal formation by means of re-completions in existing wellbores
and commingling. This type of additional development will minimize surface disturbances, decrease

development cost and maximize utilization of existing wellbores.
mcerely,
Dave Mankle%

Assistant Field Manager (Minerais)



