CASE 10498:

Dockat Ne. 27.93
DOCKET: COMMISSION HEARING - WEDNESDAY - SEPTEMBER 22, 1993
9:00 A.M. - MORGAN HALL, STATE LAND OFFICE BUILDING
SANTA FE, NEW MEXICO
The Land Commissioner’s designee for this hearing will be Jami Bailey

(De Novo - Continued from August 19, 1993, Commission Hearing.)

In the matter of Case No. 10498 being reopened upon application of Monty D. McLane to exempt certain working interests from
the compulsory pooling provisions of Division Order No. R-9690, Lea County, New Mexico. Division Order No. R-9690,
issued in Case 10498 and dated July 1, 1992, granted the application of Charles Gillespie to compulsorily pool all mineral
interests from the surface to the base of the Strawn formation underlying Lot 3 of Section 1, Township 16 South, Range 35 East,
forming a non-standard 51.08-acre oil spacing and proration unit. Said unit is to be dedicated to a weil to be drilled at a
standard oil well location thereon. At this time Monty D. McLane requests the Division enter an order reopening Case No.
10498 and declare that the working interests of Henry H. Lawton and Amanda K. Parks are not subject to said Order No. R-
9690. Upon application of Charles B. Gillespie Jr., this case will be heard De Novo pursuant to the provisions of Rule 1220.

(De Novo - Coutinued from August 19, 1993, Commission Hearing.)

Application of Louise Y. Locke to consider objections to well costs, San Juan County, New Mexico. Applicant requests the
Commission review actual well costs charged against her interest by BHP Petroleum (Americas), Inc., for the drilling of the
Gallegos Canyon Unit Well #390 to determine the reasonableness of such costs pursuant to the provisions of Commission Order
No. R-9581-A. Said well is located at the southeast edge of Farmington, New Mexico.

(De Nevo - Continued from August 19, 1993, Commission Hearing.)

Application of Louise Y. Locke to consider objections to well costs, San Juan County, New Mexico. Applicant requeets the
Commission review actual well costs charged against her interest by BHP Petroleum (Americas), Inc., for the drilling of the
Gallegos Canyon Unit Well #391 to determine the reasonableness of such costs pursuant to the provisions of Commission Order
No. R-9581-A. Said well is located at the southeast edge of Farmington, New Mexico. )

(De Novo)

Application of Anadarke Petroleums Corporatioa for directional drilling and as unorthodox bottomhole gas well location,
Eddy Coumty, New Mexice. Appiicant seeks authority to directionally drill its proposed Power Federal Co. 1 ‘Well No. 2 from
a surface location 1400 feet from the South line and 660 feet from the East line (Unit I) of Section 26, Township |7 South,
Range 30 East, in such 4 manner as to bottom the well in the Cedar Lake-Morrow Gas Pool at an unorthod«-x subsurface gas
well location within 75 feet of a point 660 feet from the South and East lines (Unit P) of said Section 26. The E/2 of said
Section 26 is to be dedicated to said well forming a standard 320-acre gas spacing and proration unit for said pool. Said unit
is located approximately 3 miles east-southeast of Loco Hills, New Mexico. Upon application of Anadarko Petroleum Company,
this case will be heard De Novo pursuant to the provisions of Rule 1220.

(De Novo)

Application of Devoa Emergy Corporatioa for special pool rules, Eddy Coumty, New Mexico. Applicant seeks the
promulgation of special rules for the East Catclaw Draw-Delaware Pool located in Section 9, Township 21 South, Range 26
East, including a provision for a gas-oil ratio limitation of 6000 cubic feet of gas per barrel of oil. Said area is located
approximately 3 miles east of Avalon Reservoir. Upoa application of Devon Energy Corporation, this case will be heard De
Novo pursuant to the provisions of Rule 1220.

(De Nove - Countinued frem August 19, 1993, Examiner Hearing.)

Apglicatioa of Proaghorn SWD System for salt water disposal, Lea County, New Mexice. Applicant seeks authority to
dispose of produced salt water into the Capitan Reef formation through the perforated interval from approximately 3220 feet
to 5050 feet in its Brooks Federal "7° Well No. 6 located in Unit N, Section 7, Township 20 South, Range 33 East, which is
approximately 1 mile northwest of Laguna Gatuna. Upon application of Pronghorn SWD System, this case will be heard De
Novo pursuant to the provisions of Rule 1220.
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Dockets Nos. 29-93 and 30-93 are tentatively set for October 7, 1993 and October 21, 1993. Application: for hearing must be filed -
least 23 days in advaace of bearing date.

The following cases will be heard before Michael E. Stogner, Examiner or David R. Catanach, Akernate Examiner:

CASE 10280:

CASE 10827:

(Reopened)

In the matter of Case No. 10280 being reopened pursuant to the provisions of Division Orcer No. R-9594, which order
promulgated temporary special rules and regulations for the Milnesand-Abo Pool in Lea and Roosevelt Counties, New Mexico,
including a provision for 80-acre spacing. Operators in the subject pool shouid be prepared to appear and show cause why the
Temporary Special Pool Rules for the Milnesand-Abo Pool should not be rescinded and said pocl not be developed oa 40-acre
spacing units.

Applicatioa of Barbara T. Faskea for directional drilling, an unorthodox bottomhole gas well location, and simuManeous
dedication, Eddy Coumty, New Mexico. Applicant seeks authority to directionally drill its Inexco Federal "17° Wall No. 2
from a proposed surface location 2300 feet from the South line and 1800 feet from the East line (Unit J) of Section 17,
Township 21 South, Range 26 East, in sich a manner as to bottom the well in the Catclaw Draw-Morrow Gas Pool within 50
feet of a point 800 feet from the North line and 1400 feet from the East line (Unit B) of said Section 17, which is aa unorthodox
gas well location for said pool. Said well is to be simultaneously dedicated to an existing standard 640-acre gas spacing and
proration unit comprising all of said Section 17, which is presently dedicated to its Inexco Federil "17° Well No. 1 located at
a standard gas well location 1650 feet from the South line and 1850 feet from the West line (Unit K) of said Section . 7. Said
unit is located approximately S miles northwest of Carisbad, New Mexico.

Application of Earoa Oil & Gas Company for compulsory pooling and aa unorthodox gas well location, Eddy County,
New Mexico. Applicant seeks an order pooling all mineral interests from the surface 10 the base of the Morrow formation
underlying the S/2 of Section 35, Township 17 South, Range 30 East. Said unit is 10 be dedicated 1o its Cedar Lake 35 Federal
Com Well No. 2 to be drilled at an unorthodox location 990 feet from thé South and East lines of said Section 35. Also to be
considered will be the cost of drilling and completing said well and the allocation of the cost thereof as well as actual operating
costs and charges for supervision, designation of applicant as operator of the well and a charge for risk involved in drilling said
well. Said area is located approximately 5 miles southwest of Maljamar, New Mexico.

(Contimued from August 26, 1993, Examiner Hearing.)

Application of Kinlaw Oil Corporation for a high angie/horizontal directional drilling pilot project, special operating rules
therefor, a mon-standard oil proration unit, an unorthodox well location, and a special praject oil allowable, Lea County,
New Mexico. Applicant seeks to initiate a horizontal drilling project in the Devonian formation, Dentogs-Devonisa Pool
underlying the SE/4 SE/4 of Section 35 and the SW/4 SW/4 of Section 36, Township 15 South, Range 37 East, thereby creating
a pon-standard 80-acre oil spacing and proration unit for said pool. Applicant proposes to re-enter its Shell Oil Company State
“SDA" Well No. 1 which is at an orthodox location 660 feet from the South and West lines (Unit M) of said Section 36, kick-
off from vertical in a northwesterly direction commencing to build angie at an appropriate rate to vertically and horizontally
traverse the proposed producing area. Applicant further seeks the adoption of special operating provisions and rules within the
project area including the designation of & target window such that the horizontal or producing portion of the welibore shall be
no closer than 330 feet to any boundary of the proration unit, and for a special project allowable. Said project is located
approximately 9 miles east by northeast of Lovington, New Mexico.
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CASE 10806:

ASE 10807;

CASE 10808;

CASE 10809:

CASE 10717:

Application of Kinlaw Oil Corporation for a high angle/horizontal directional drilling pilot praoject, special operating rules
therefor, a non-standard oil proration unit, an unorthodox well location, and a special project oil allowable, Lea County,
New Mexico. Applicant seeks to initiate a horizontal drilling project in the Devonian formation, Denton-Devonian Pool,
underlying the NE/4 SE/4 of Section 35 and the NW/4 SW/4 of Section 36, Township 15 South, Range 37 East, thereby
creating a non-standard 80-acre oil spacing and proration umit for said pool. Applicant proposes to re-enter its Magnolia
Petroleum New Mexico "M" Well No. | which is at an orthodox location 1980 feet from the South line and 660 feet from the
West line (Unit L) of said Section 36, kick-off from vertical in a southwesterly direction commencing to build angle at an
appropriate rate to vertically and horizontally traverse the proposed producing area. Applicant further seeks the adoption of
special operating provisions and rules within the project area including the designation of a target window such that the
horizontal or producing portion of the wellbore shall be no closer than 330 feet to any boundary of the proration unit, and for
a special project allowable. Said project is located approximately 9 miles east by northeast of Lovington, New Mexico.

Application of Kinlaw Oil Corporation for a high angle/horizontal directional drilling pilot project, special operating rules
therefor, a non-standard oil proration unit, an unorthodox well location, and a special project oil allowable, Lea County,
New Mexico. Applicant seeks to initiate a horizontal drilling project in the Devonian formation, Denton-Devonian Pool
underlying the SE/4 SE/4 of Section 35 and the SW/4 SW/4 of Section 36, Township 15 South, Range 37 East, thereby creating
a non-standard 80-acre oil spacing and proration unit for said pool. Applicant proposes to re-enter its Shell Oil Company State
"SDA” Well No. | which is at an orthodox location 660 teet from the South and West lines (Unit M) of said Section 36, kick-
off from vertical in a northwesterly direction commencing to build angle at an appropriate rate to vertically and horizontally
traverse the proposed producing area. Applicant further seeks the adoption of special operating provisions and rules within the
project area including the designation of a target window such that the horizontal or producing portion of the wellbore shal] be
no closer than 330 feet to any boundary of the proration unit, and for a special project allowable. Said project is located
approximately 9 miles east by northeast of Lovington, New Mexico.

Application of Kinlaw Oil Corporation for a high angle/horizontal directional drilling pilot project and special operating
rules therefor, Lea County, New Mexico. Applicant seeks to initiate a horizontal drilling project in the Devonian formation,
Denton-Devonian Pool, underlying the SE/4 SW/4 of Section 36, Township 15 South, Range 37 East. Applicant proposes to
re-enter its Shell Oil Company State "SDA" Well No. 2 which is at an orthodox location 660 feet from the South line and 1650
feet from the West line (Unit N) of said Section 36, kick-off from vertical in a southwesterly direction commencing to build
angle at an appropriate rate to vertically and horizontally traverse the proposed producing area. Applicant further seeks the
adoption of special operating provisions and rules within the project area including the designation of a target window such that
the horizontal or producing portion of the wellbore shall be no closer than 330 feet to any boundary of the proration unit, and
for a special project allowable. Said project is located approximately 10 miles east by northeast of Lovington, New Mexico.

Application of Kinlaw QOil Corporation for a high angle/horizontal directional drilling pilot project, special operating rules
therefor, a non-standard oil proration unit, an unorthodox well location, and a special project oil allowable, Lea County,
New Mexico. Applicant seeks to initiate a horizontal drilling project in the Devonian formation, Denton-Devonian Pool,
underlying the E/2 NE/4 of Section 5, Township 16 South, Range 38 East, thereby creating a non-standard 80-acre oil spacing
and proration unit for said pool. Applicant proposes to re-enter its V.F, Petroleum Huber State Well No. 1 which is at an
unorthodox surface location 330 feet from the North line and 1150 feet from the East line (Unit A) of said Section S, kick-off
from vertical in a southeasterly direction commencing to build angle at an appropriate rate to vertically and horizontally traverse
the proposed producing area. Applicant further seeks the adoption of special operating provisions and rules within the project
area including the designation of a target window such that the horizontal or producing portion of the wellbore shall be no closer
than 330 feet to any boundary of the proration unit, and for a special project allowable. Said project is located approximately
2 miles east of Hobbs Army Airfield Aux. #1.

(Continued from July 29, 1993, Examiner Hearing.)

Application of Davcro Inc. for salt water disposal, Lea County, New Mexico. Applicant seeks authority to re-enter the
previously plugged and abandoned Cactus Drilling Corporation Sawyer Deep Well No. 1 located 330 feet from the South line
and 2310 feet from the West line (Unit N) of Section 19, Township 9 South, Range 38 East,and utilize said well to dispose of
produced salt water into the Sawyer-San Andres Associated Pool through the open-hole interval from approximately 5120 feet
to 5600 feet. Said well is located approximately 4.5 miles east of Crossroads, New Mexico.
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CASE 10749:

CASE 10810:

CASE 10513:

CASE 10772:

CASE 10766:

CASE 1079s:

(Continued from July 29, 1993, Examiner Hearing.)

Application of Devon Energy Corporation for pool creation and special pool rules, Eddy County, New Mexico. Applicant
seeks the promulgation of special rules for the Ingle Wells-Delaware Pool located in portions of Sections 26 and 35 of Township
23 South, Range 31 East and in a portion of Section 2, Township 24 South, Range 31 East, including a provision for a gas-oil
limitation of 5000 cubic feet of gas per barrel of oil. Said area is located approximately 2 miles west of mile marker 19 on
highway 128.

Application of Marbob Energy Corporation for statutory unitization, Eddy County, New Mexico. Applicant seeks ar. order
unitizing, for the purpose of establishing a secondary recovery project, all mineral interests in the Grayburg-Jackson Pool, Seven
Rivers, Queen, Grayburg and San Andres formations, underlying 5149.44 acres, more or less, cf federal land comprising
portions of Township 17 South, Ranges 29 and 30 East, to be designated the Burch-Keely Unit Area. To be coasidered will
be those matters required by the New Mexico Statutory Unitization Act, Subsection 70-7-1 et seq., N.M.S.A. 1978, and other
provisions of the unit agreement and unit operating agreement. Said unit area is located near Loco Hills, New Mexico.

(Continued from July 15, 1993, Examiner Hearing.)

Application of Hanley Petroleum Inc. for determination of reasonable well costs, Lea County, New Mexico. Appiicaat,
in the above-styled cause, as a working interest owner in the Santa Fe Energy Operating Partners, L.P. Kachipa "8" Faderal
Well No. 2 located 1830 feet from the North line and 660 feet from the West line (Unit E) of Section 8, Township 18 $outh,
Range 33 East, South Corbin-Wolfcamp Pool, which was drilled pursuant to the compulsory pooling provisions of Division
Order Nos. R-9480, R-9480-A, and R-9480-B, all entered in Case Nos. 10211 and 10219, and to which is dedicated the W/2
NW/4 (Units D and E) of said Section 8, seeks an order ascertaining the reasonableness of actual well costs for the subject well.
Said unit is located approximately 7.5 miles southeast by south of Maljamar, New Mexico.

(Continued from August 12, 1993, Examiner Hearing.)

Application of Barber Oil Inc. for salt water disposal, Eddy County, New Mexico. Applicant seeks authority to util ze its
Stovall-Wood Well No. 5 located 880 feet from the North line and 1580 feet from the West line (Unit C) of Section 20,
Township 20 South, Range 30 East, to dispose of produced salt water into the Rustler Lime formation through the perforated
interval from approximately 195 feet to 255 feet. Said well is located 2 miles northeast of the National Potash Company Mine.

{Continued from August 12, 1993, Examiner Hearing.)

Application of David H. Arrington Oil & Gas Inc. for an unorthodox gas well location and non-stzandard gas spacing unit,
Lea County, New Mexico. Applicant seeks authorization to drill a well at an unorthodox location 1980 feet from the North
line and 1650 feet from the West line (Unit F) of Section 11, Township 21 South, Range 36 East, Eumont Gas Pool. Applicant
also seeks authority to dedicate a non-standard spacing unit comprised of the SE/4 NW/4, §/2 NE/4 and the NW/4 SE/4 or said
Section 11 to said well. Said unit is located approximately 1 mile east of Oil Center, New Mexico.

(Continued from August 12, 1993, Examiner Hearing.)

Application of David H. Arrington Oil & Gas Inc. for an unorthodox gas well location and a non-standard spacing unit,
Lea County, New Mexico. Applicant seeks authorization to drill its Foster Well No. 3 in the Eumont Gas Pool at an
unorthodox gas well location 330 feet from the South and East lines (Unit P) of Section 34, Township 19 South, Range 36 Zast,
to be dedicated to a non-standard 160-acre gas proration unit comprising the S/2 S/2 of said Section 34. Said area is
approximately I mile northwest of the Warren Gas Co. Compressor Station.



