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Mr. Jim Morrow 
Oil Conservation Division 
Post Office Box 2088 
Santa Fe, New Mexico 87504 

Re: Case No. 10887 (Application of Kaiser-Francis Oil Co.) 

Dear Mr. Morrow: 

The above application requested approval of ten directional wells in the oil-potash 
area. Pogo Producing Company is an interest owner in all ten wells. Pogo requests that the 
order in this case initially approve only the Pure Gold "A" Fed. Well Nos. 9 and 10 
(bottomhole locations in Units D and C, respectively, of Section 21). Pogo further requests 
the Division to withhold making a decision with respect to the remaining eight wells pending 
an examination of the results of the first and/or second directional well(s) to make sure that 
the directional wells are in the interest of conservation of natural resources and are reason­
able measures to prevent the waste of oil and gas. 

In support of this request, Pogo states: The Pure Gold "A" Fed. Well Nos. 9 and 10 
are subject to potential drainage and reasonable efforts should be taken to allow Kaiser-
Francis and the non-operating parties the reasonable opportunity to prevent oil and gas 
underlying their lease from migrating to an adjacent owner's wellbore. Although Pogo has 
expressed its general concerns on directional drilling within the oil-potash area, and knows 
that other operators have not experienced anticipated economic returns through directional 
drilling, it believes that Kaiser-Francis should be given the opportunity to drill these two 
wells on a directional basis to protect against drainage and allow it to evaluate its 
directional drilling program. 



Mr. Jim Morrow 
December 21, 1993 
Page 2 

With respect to the remaining eight locations, where drainage is not occurring or 
where drainage is insignificant, it is not appropriate at this time to drill these wells on a 
directional basis without evaluating the results gleaned from the drilling of the first two 
wells. Since drainage is not an issue, and there are significant issues regarding the potential 
for waste, not only with respect to each location applied for but throughout the oil-potash 
area, Pogo suggests that a limited order is appropriate at this time. 

None of the additional eight locations are subject to a direct offset well, and are 
therefore not experiencing the potential for substantial drainage. Directional wells cause 
waste due to higher well costs and higher operating costs. Also, the operator will plug and 
abandon a well at the point when operating costs equal the value of net production to the 
working interest owners. If operating costs are greater in a directional well, the directional 
well will be plugged and abandoned before a vertical well at the same location. 

Pogo submits that the issue of waste concerns not only this application, but the 
tremendous oil resources that will remain in place throughout the oil-potash area as a result 
of any precedent established by Kaiser-Francis' applications for directional wells. The 
Bureau of Land Management prefers that all oil and gas wells drilled within the oil-potash 
area, in areas identified as containing measured ore reserves, be drilled through utilization 
of directional drilling technology. The BLM's preference is regardless of the distance to 
active mining operations, the quantity and quality of potash resources in a particular area, 
existing well control, or the likelihood that potash mining will ever occur in the areas of 
proposed oil and gas operations. Should the Division grant the application of Kaiser-
Francis, the BLM will use this as an example of how oil and gas operations should be 
conducted within the oil-potash area without determining and addressing concurrent 
development issues that are presently pending before the Interior Board of Land Appeals. 

In light of these considerations, it is not an undue burden upon Kaiser-Francis to drill 
its first and/or second wells on a directional basis and then evaluate its drilling program, 
the economics, and overall expectations of this prospect with the non-operating interest 
owners before embarking on and continuing the drilling of directional wells at the other 
eight locations. 

This proposal by Pogo will protect correlative rights and allow Kaiser-Francis to 
protect its locations from drainage, and at the same time provide a mechanism to evaluate 
the program and determine if waste of oil and gas is caused by the directional drilling 
program. Pogo believes that in the next 2-3 months the Interior Board of Land Appeals will 
issue an order that will give further direction and insight regarding the numerous appeals 

HINKLE , COX, E A T O N , C O F F I E L D & HENSLEY 
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involving vertical well APDs on federal lands within the oil-potash area, and thus Kaiser-
Francis will not be adversely affected by Pogo's proposal. 

Very truly yours, 

HINKLE, COX, EATON, COFFIELD & HENSLEY 

GJN/jw 

cc: Mr. W. Thomas Kellahin 
Mr. Ernest Carroll 
Mr. James Bruce 

HINKLE, COX, EATON, COFFIELD & HENSLEY 
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Mr. Jim Morrow 
Oil Conservation Division 
Post Office Box 2088 
Santa Fe, New Mexico 87504 

Re: Case No. 10887 (Application of Kaiser-Francis Oil Co.) 

Dear Mr. Morrow: 

The above application requested approval of ten directional wells in the oil-potash 
area. Pogo Producing Company is an interest owner in all ten wells. Pogo requests that the 
order in this case initially approve only the Pure Gold "A" Fed. Well Nos. 9 and 10 
(bottomhole locations in Units D and C, respectively, of Section 21). Pogo further requests 
the Division to withhold making a decision with respect to the remaining eight wells pending 
an examination of the results of the first and/or second directional well(s) to make sure that 
the directional wells are in the interest of conservation of natural resources and are reason­
able measures to prevent the waste of oil and gas. 

In support of this request, Pogo states: The Pure Gold "A" Fed. Well Nos. 9 and 10 
are subject to potential drainage and reasonable efforts should be taken to allow Kaiser-
Francis and the non-operating parties the reasonable opportunity to prevent oil and gas 
underlying their lease from migrating to an adjacent owner's wellbore. Although Pogo has 
expressed its general concerns on directional drilling within the oil-potash area, and knows 
that other operators have not experienced anticipated economic returns through directional 
drilling, it believes that Kaiser-Francis should be given the opportunity to drill these two 
wells on a directional basis to protect against drainage and allow it to evaluate its 
directional drilling program. 
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With respect to the remaining eight locations, where drainage is not occurring or 
where drainage is insignificant, it is not appropriate at this time to drill these wells on a 
directional basis without evaluating the results gleaned from the drilling of the first two 
wells. Since drainage is not an issue, and there are significant issues regarding the potential 
for waste, not only with respect to each location applied for but throughout the oil-potash 
area, Pogo suggests that a limited order is appropriate at this time. 

None of the additional eight locations are subject to a direct offset well, and are 
therefore not experiencing the potential for substantial drainage. Directional wells cause 
waste due to higher well costs and higher operating costs. Also, the operator will plug and 
abandon a well at the point when operating costs equal the value of net production to the 
working interest owners. If operating costs are greater in a directional well, the directional 
well will be plugged and abandoned before a vertical well at the same location. 

Pogo submits that the issue of waste concerns not only this application, but the 
tremendous oil resources that will remain in place throughout the oil-potash area as a result 
of any precedent established by Kaiser-Francis' applications for directional wells. The 
Bureau of Land Management prefers that all oil and gas wells drilled within the oil-potash 
area, in areas identified as containing measured ore reserves, be drilled through utilization 
of directional drilling technology. The BLM's preference is regardless of the distance to 
active mining operations, the quantity and quality of potash resources in a particular area, 
existing well control, or the likelihood that potash mining will ever occur in the areas of 
proposed oil and gas operations. Should the Division grant the application of Kaiser-
Francis, the BLM will use this as an example of how oil and gas operations should be 
conducted within the oil-potash area without determining and addressing concurrent 
development issues that are presently pending before the Interior Board of Land Appeals. 

In light of these considerations, it is not an undue burden upon Kaiser-Francis to drill 
its first and/or second wells on a directional basis and then evaluate its drilling program, 
the economics, and overall expectations of this prospect with the non-operating interest 
owners before embarking on and continuing the drilling of directional wells at the other 
eight locations. 

This proposal by Pogo will protect correlative rights and allow Kaiser-Francis to 
protect its locations from drainage, and at the same time provide a mechanism to evaluate 
the program and determine if waste of oil and gas is caused by the directional drilling 
program. Pogo believes that in the next 2-3 months the Interior Board of Land Appeals will 
issue an order that will give further direction and insight regarding the numerous appeals 

HINKLE, COX, E A T O N , COFF IELD & HENSLEY 
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involving vertical well APDs on federal lands within the oil-potash area, and thus Kaiser-
Francis will not be adversely affected by Pogo's proposal. 

Very truly yours, 

HINKLE, COX, EATON, COFFIELD & HENSLEY 

GJN/jw 

cc: Mr. W. Thomas Kellahin 
Mr. Ernest Carroll 
Mr. James Bruce 

H I N K L E , C O X , E A T O N , C O F F I E L D & H E N S L E Y 



KAISER-FRANCIS OIL COMPANY 
APPLICATION FOR DIRECTIONAL DRILLING PERMITS 

BHL: 

PURE GOLD WELL LOCATIONS 

We l l : Pure Gold A-7 
Surface: 1950' FSL x 200' FEL ( U n i t I ) Sec 20 
BHL: 2043' FNL x 456' FWL ( U n i t E) Sec 21 

Well: Pure Gold A-8 
Surface: 10' FSL x 1935' FWL ( U n i t N) Sec 16 
BHL: 1947' FNL x 1789' FWL ( U n i t F) Sec 21 

Wel l : Pure Gold A-9 
Surface: 10' FSL x 280' FWL ( U n i t M) Sec 16 
BHL: 480' FNL x 480' FWL ( U n i t K) Sec 21 

Well: Pure Gold A-10 
Surface: 10' FSL x 1800' FWL ( U n i t N) Sec 16 
BHL: 4G0' FNL x 1500' FWL ( U n i t C) SHC 21 

Wel l : Pure Gold A-13 
Surface: 10' FSL x 2025' FEL ( U n i t 0) Sec 16 
BHL: 2012' FNL x 2176' FEL ( U n i t G) Sec 21 

Wel l : Pure Gold A-14 
Surface: 10' FSL x 2160' FEL ( U n i t 0) Sec 16 
BHL: 480' FNL x 2160' FEL ( U n i t B) Sec 21 

Well: Pure Gold B-7 
Surface: 2100' FSL x 1600' FEL ( U n i t J) Sec 20 
BHL: 1988' FNL x 1834' FEL ( U n i t G) Sec 20 

Wel l : Pure Gold B-8 
Surfa c e : 1950' FSL x 335' FEL ( U n i t I ) Sec 20 
BHL: 1957' FNL x 505' FEL ( U n i t H) Sec 20 y ' ,,; 

/ A O / ^:-v: 

W e l l : Pure Gold B-9 / ̂  1 ^ / ,QP 

/ 

s Surface: 10' FSL x I960' FEL ( U n i t 0) Sec 17 
BHL: 480' FNL x 1800' FEL ( U n i t B) Sec 20 X ^ 

Well: Pure Gold B-10 , f ,.^s .£pN / j , 
Surface: 10' FSL x 145' FWL (Unit M) Sec 16 "\<^ ,„^* $ y / 

480' FNL x 480' FEL (Unit A) Sec 2# . cJS' ^ l°S S''' 

\ 



EXHIBIT B TO APPLICATION 



T o i m 3160 3 

(December J990) UNITED STATES 
DEPARTMENT OF THE INTERIOR 

S U D M I T I N n u r U C A T E * 

( O l h r r I na t ru r t l nna sn 
r * i » r « aide) 

F o r m a p p r o v e d . 
Budget Bureau No. 1004-0136 
Expire*: December 3 l , I99I 

BUREAU OF LAND MANAGEMENT NM38464 

APPLICATION FOR PERMIT TO DRILL OR DEEPEN 
I t . T i n o r *om< 

DRILL 0 DEEPEN • 
b. TTTB o r W I L L 

O I L r-T] OAR I — I a i N o i . i r r r i M i t i . T i r L a I — | 
W t l . L l A I W I L L L_J OTHER l o r i t l £ J ZONE 1 1 

I t . T i n o r *om< 

DRILL 0 DEEPEN • 
b. TTTB o r W I L L 

O I L r-T] OAR I — I a i N o i . i r r r i M i t i . T i r L a I — | 
W t l . L l A I W I L L L_J OTHER l o r i t l £ J ZONE 1 1 

I t . T i n o r *om< 

DRILL 0 DEEPEN • 
b. TTTB o r W I L L 

O I L r-T] OAR I — I a i N o i . i r r r i M i t i . T i r L a I — | 
W t l . L l A I W I L L L_J OTHER l o r i t l £ J ZONE 1 1 

6. "ARM OK LSASfl HAAATl WQU. NO. 

Pure Gold A Federal 2. N A M E o r O T E R A T O R 

Kaiser-Francis O i l Company 

6. "ARM OK LSASfl HAAATl WQU. NO. 

Pure Gold A Federal 2. N A M E o r O T E R A T O R 

Kaiser-Francis O i l Company 9. All wmx-HO. 

7 
P.O. Box 21468, Tulsa, Oklahoma 74121-1468 

9. All wmx-HO. 

7 
P.O. Box 21468, Tulsa, Oklahoma 74121-1468 10. r i l L O AND TOOL, 0 1 WILDCAT 

West Sand Dunes 4. L O C A T I O N o r W E L L (Repor t loca t ion c lear ly t o d I n accordance w l l h R D / B u t e r equ i r emen t ! . • ) . 
A l n n r i a c r , 

1950' FSL & 200' FEL Sec 20 
A t propoaed p rod . aoae 

- 2046' PNT. s 456' FWT. Sec 21 

10. r i l L O AND TOOL, 0 1 WILDCAT 

West Sand Dunes 4. L O C A T I O N o r W E L L (Repor t loca t ion c lear ly t o d I n accordance w l l h R D / B u t e r equ i r emen t ! . • ) . 
A l n n r i a c r , 

1950' FSL & 200' FEL Sec 20 
A t propoaed p rod . aoae 

- 2046' PNT. s 456' FWT. Sec 21 

1 1 . S I C , T.. 1. , OS RLK. 
AND a U » T « I OR ARIA 

Sec 21 , T23S, R31E 
14. DISTANCE IK H I L I I AND DIRECTION H O H NEAREST TOWN OR TOST J i r i C I ' 

17 mi les East from Loving 

12. COONTI OR TARian I 18. STATE 

Eddv NM 
OISTAHCS rsoM raoruato* 
LOCATION TO XIAIEST 
r a o r i a T t OR LEARR L I K E , T T . 4 5 6 
( A l a o to a e a r t a t d r l f . u n i t l ine . If » n r l 456' 

IS . DiRTAwrr T R O M rnoroaEo L O C A T I O N * 
TO Kr.ARENT W I l . l . . DRIIXINO, COMPLETED, -I S 4 f l 1 

on Arruro roa. on THIS LEASE, rr. ±D^\J 

10. no. o r Acuta i n L R A B C 

640 
10. I 'Ki i roa tD D E I - T I I 

8100' TVD 

17. NO. Or ACRCN AaSIORRD 
TO T i u a WELL 

40 
20. ROTART OB CARLE TOOLS 

Rotary 
21. i i m i A T l o n a (Show whether OF, RT, CR, etc.) 

3348 ' 

22. A r r * o x . DATS WORK W I L L S T A R T * 

23. 
PROPOSED C A S I N O A N D C E M E N T I N O P R O G R A M 

s i £ x o r nous otADS, sirs or CASIHO WEIOllT I'f.R roOT SETT1SO D E I - T I I qUAHTiT? o r CEMSKT 

17-1/2 13-3/8 48# 700 700 sacks C i r c u l a t e d 
11 8-5/8 32# 4070 1000 sacks C i r cu l a t ed 

7-7/8 5-1/2 17# 8100' TVC 1370 sacks t i e back @ l ea s t 
i . * a c r s r , , 2 0 0 ' i n t ° 8 - 5 / 8 " 

Stage tool @ 6200' 
1. HIRU Rotary. 
2. D r i l l 17-1/2" hole to 700' run & set 13-3/8" surface csg & cmt v/700 sx. 
3. I n s t a l l 3000# BOP (. test to 600#. 
4. D r i l l 11" hole to 4070', run 6. set 8-5/8" intermediate csg & cmt v/1000 sx. 
5. Test csg to 1000#, 
6. D r i l l 7-7/8" hole to 8100' TVD & run elect r i c logs. 
7. I f hydrocarbons are indicated, run & set 5-1/2* csg 9 TD w/stage collar at 

6200' and cmt 1st stage w/580 sx & 2nd stage »/790 sx. 
8. 3DM0 rotary, i n s t a l l wellhead, run cement bond log, perforate and stimulate 

for production. 

IN ADOVC STACH DCSCrtlOC PROPOSED TROGRAM: If propo»al l« 10 deepen, ( Ivc data on preicnl productive lone and proposed new productive lone. I f proposal It to dr i l l or 
deepen dircclJonalty, give pertinent data on njbiurfnce locations and measured and true vertical depths. Give blowout preventer program, IT any. 

Tixi.r. O p e r a t i o n s E n g i n e e r 1 0 - 2 9 - 9 3 

( T h i n spnet f o r F r d - r n l or S U t * office ua r ) 

r r r o i i T NO. AI'rnOVAl. OATK . 

Application approval doe* not warrant or certify Ihat Uie applicant IKJIJJ legal or ecpjilablc litle to those r igKj In Uie »uujcct leaje wliich would entitle Uie applicant lo conduct operation! Uiereon, 

CONDITIOMS OP AfrRovAi, ir AKTI 

ATfROVT.O 0Y TITLE DATE 

*See Insltuclioni On Reverie Side 
T i l l " I I U . S . C . ' " ' ' ' - l i n n 1 0 0 ^ m r * U T it a r r l r r i r . fr>r nnv p- r* :nH V »HUV (ti (• I v n f l f | « . ' i )1f , i l ly r"it '*» tn nny i ] r pnr ITI*- n I nr np«*nr*y o f \U» 
l l n i l o . t ^ l l« l r* t l»n* ( » ' • " • f i r 111 i m " I • - - . . . . . . . . ' - • ' ' " ' 



PLAT SHOWING PROPOSED 
WELL LOCATION AND LEASE ROAD IN 
SECTION 20, T-23-S, R-31-E, N.M.P.M. 
EDDY COUNTY, NEW MEXICO 

Kxhlhlt F. 

Kaiser-Francis O i l Co. 

Pure Gold Fed. 17 

Eddy County, Nil 

18 

19 

o • 

• s 

19 

mas CM* y 

na. _ 

17 .. .(.E**T„- 1L0: Z.*933U'L (N $»Sf2f € - tC*5. - 2U9.S0') 
(EAST - CLO. - JS'3.7") 1 7 

(s arstrar e - UFAS. - ssjm-j ' ' 

20 

16 

KAISER-FRANCIS OIL COMPANY 
PURE GOLD FEDERAL 'A' /7 
GROUND ELEVATION : JJ48' 

20 

29 

P L A N VIEW 
1" = lOOO' 

(WtSI - G L.O. - *>»«.««') 
(W $rs7-scr w - UCAS. - sihuv) 

5J5' 

29 

i - DdSTMG 

21 

28 

«- 'o 

5J5' 

PROPOSED 
WELL LOCATION 
ELEV. : JJ46" 

-CXtSTMC 
LEAST KOV> 

- N -

nnsme 
lOSt ROW 

D E T A I L VIEW 
1" = lOO' 

KAISER - FRANCIS OIL COMPANY 
ODESSA, TEXAS 

SCALE". AS SHOWN KAISER - FRANCIS OIL COMPANY 
ODESSA, TEXAS 

DATE: SEPTEMBER 2. 199* 
140. REVISION DATE BY 

KAISER - FRANCIS OIL COMPANY 
ODESSA, TEXAS JOB NO.: 97700 

SURVEYED BY: R.J.O. SURVEYING AND MAPPING Br 

TOPOGRAPHIC LAND SURVEYORS 
MIDLAND. TEXAS 

48 SE DRAWN BY: V.H.B. 

SURVEYING AND MAPPING Br 

TOPOGRAPHIC LAND SURVEYORS 
MIDLAND. TEXAS 

48 SE 
APPROVED BY: L.W.B. 

SURVEYING AND MAPPING Br 

TOPOGRAPHIC LAND SURVEYORS 
MIDLAND. TEXAS SHEET : 1 OF 1 
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APPLICATION FOR PERMIT TO DRILL 
KAISER-FRANCIS OIL COMPANY 
Pure Gold "A" Federal No. 7 

Surface Location: 1950' FSL & 200' FEL Sec 20 
Bottomhole Location: 2138' FNL t. 411' FWL Sec 21 

Eddy County, Nev Mexico 

In conjunction with Form 3160-3, Application f o r Permit to D r i l l , Kaiser-Francis 
Oil Company submits the following items of pertinent information in accordance 
with Onshore Oil & Gas Order Nos. 1 & 2, and with a l l other applicable federal 
and state regulations. 

1. The geologic surface formation i s Quaternary alluvium 
and other s u r f i c i a l deposits. 

2. The estimated tops of geologic markers are as follows: 

Delaware 4150' 
Bone Springs 8000' 
TD 8100' 

3. We do not anticipate encountering water, and o i l and gas 
formations are as follows: 

Delaware 

4. Proposed Casing Program: See Form 3160-3 and Exhibit A. 

5. Pressure Control Equipment: See Exhibit B. 

6. Mud Program: See Exhibit C. 

7. Auxiliary equipment: Blowout preventer. 

8. Testing, Logging, and Coring Programs: No DST's are 
anticipated. Approximately 25 rotary d r i l l e d sidewall 
wireline cores w i l l be taken i n various Delaware zones 
between 5900' to 7900'. Ele c t r i c logs w i l l consist of 
a Compensated Neutron/Litho Density w/Gamma Ray and 
Caliper and a Dual Laterolog. A Mudlogging unit w i l l be 
used from 4150' to TD. 

9. No abnormal pressures, no abnormal temperatures and no 
H2S are expected. 

10. Anticipated star t i n g date: As soon as possible. 

r? 



f o i m 3 1 6 0 3 

(December 1990) UNITED STATES 
DEPARTMENT OF THE INTERIOR 

SUDMIT IN TTUTUCATE* 

(Other Inatrurl lona en 
rerera* aide) 

Form approved . 

Budget D u r e a u No . 1 0 0 4 - 0 1 3 6 

E x - i l r e a : D e c e m b e r 3 l , 1991 

BUREAU OF LAND MANAGEMENT NM3S464 

APPLICATION FOR PERMIT TO DRILL OR DEEPEN 
l a . T T T S or woes, 

DRILL 0 DEEPEN • 
k. T I M or WILL 

O I L rTTl n»s T—t aiwoi.a trr\ mri.Tir-LS i—i 
W I L L IAJ T»tLL I 1 OTnta toHa l a J I O N * 1 1 

l a . T T T S or woes, 

DRILL 0 DEEPEN • 
k. T I M or WILL 

O I L rTTl n»s T—t aiwoi.a trr\ mri.Tir-LS i—i 
W I L L IAJ T»tLL I 1 OTnta toHa l a J I O N * 1 1 

7. UN IT i o i i i a i m K A M I 
l a . T T T S or woes, 

DRILL 0 DEEPEN • 
k. T I M or WILL 

O I L rTTl n»s T—t aiwoi.a trr\ mri.Tir-LS i—i 
W I L L IAJ T»tLL I 1 OTnta toHa l a J I O N * 1 1 8. rAaMoaLaAsnHAMB,«TaA.No. 

Pure Gold A F e d e r a l 3. HA wa or o rsaAroa 

K a i s e r - F r a n c i s O i l Company 

8. rAaMoaLaAsnHAMB,«TaA.No. 

Pure Gold A F e d e r a l 3. HA wa or o rsaAroa 

K a i s e r - F r a n c i s O i l Company 9. AflWTBJLHO. 

8 1. Ataotuari «»•> mjantoMHo, 

P.O. Box 21468, T u l s a , Oklahoma 74121-1468 

9. AflWTBJLHO. 

8 1. Ataotuari «»•> mjantoMHo, 

P.O. Box 21468, T u l s a , Oklahoma 74121-1468 10. f l l L D AMD rOOL, OB WILDCAT 

West Sand Dunes 4. L O C A T I O N or W I L L (Report location clearly and l a accordance wlLo soy SLa le requirements.*) . 
A l nur iacr , 

10' F S L fi 1935* FWL Sec 16 
At proposed prod. sane 

1947' FNL & 1789' FWL Sec 21 

10. f l l L D AMD rOOL, OB WILDCAT 

West Sand Dunes 4. L O C A T I O N or W I L L (Report location clearly and l a accordance wlLo soy SLa le requirements.*) . 
A l nur iacr , 

10' F S L fi 1935* FWL Sec 16 
At proposed prod. sane 

1947' FNL & 1789' FWL Sec 21 

11. s a c . T.. a , x , oa s t s . 
AND SUSTSI OS A S S A 

Sec 21, T23S , R31E 
14. oiaTAHcs lit MiL(a Alio D I S S C T I O N raoH N E A S S S T Town oa r o s T o r n c s * 

17 m i l e s E a s t from Lov ing 

12. COUNT! oa r i s i s n IB . STATS 

Eddv NM 
LOCATION TO KCASSST 1 7 8 9 ' 
r s o r x i T T oa L E A S I L i n t . r r . 
(Also to ararest drlg. unit line. If any) ' 4 6 9 ' 

19. D I S T A N T " , rsoM r s o r o s t n L O C A T I O N * 
TO XEASCST w c i . u OaiLLINU, COMrLSTID. 
oa A r r u c s roa. OH TT I IS L Z A S C . r r . 2250' 

1 0 . NO. o r A C S S S IN L S A S S 

6an 
19. r s n r o s c D o c r r n 

8100' TVD 

17 . NO. O r A C S S S A S S I O N S S 
T O T t l l S W S L L 

40 
2 0 . ROTAS t OB C A S H T O O L S 

Rotary 
21. ILSTATIONS (Show whether OF. RT. GR. (tc.) 

12£21 '. 

22. - r m o x . OATS womc W I L L •TAK.T* 

PROPOSED CASINO AND CEMENTINQ PROGRAM 

size or noLS osiAfia sxm or CASINO wKieiiT rr.n TOOT siTTi.to o s r r i i OUAMTITT Or CSMSNT 

17-1/2 13-3/8 48# 700 700 sacks C i r c u l a t e d 
11 8-5/8 32# 4070 1000 sacks C i r c u l a t e d 

7-7/8 5-1/2 17# 

Stage t o o l @ 

8100' TVE 

6200' 

1370 sacks t i e back @ l e a s t 
200' i n t o 8-5/8" 

1. mRU Rotary. 
2. D r i l l 17-1/2" hole to 700' run & set 13-3/8* surface csg f. cmt v/700 sx. 
3. I n s t a l l 30001 BOP & test to 600#. 
4. D r i l l 11" hole to 4070', run & set 8-5/8" intermediate csg t, cmt w/1000 sx. 
5. Test csg to 1000#. 
6. D r i l l 7-7/8* hole to 8100' TVD & run ele c t r i c logs. 
7. I f hydrocarbons are indicated, run & set 5-1/2" csg 9 TD v/stage c o l l a r at 

6200' and cmt 1st stage w/580 sx & 2nd stage w/790 sx. 
8. RDH0 rotary, i n s t a l l wellhead, run cement bond log, perforate and stimulate 

for production. 

IN Ai lOVr iSPACn DGSCRIOC TROrOSCn rROGRAM: If prop»*ai '« lo deepen, l ive data oo pretenl productive lone and propotcd new productive tone. If proposal It lo drill or 
deepen dirccUonaHy, give pertinent dAta on giiuur(*cc local lorn aivd measured and true vertical dentin. Give blowout preventer program. U any. 

TiTt.r. Operations Engineer 10-29-93 

( T i l l * •pace (or Federal or Stnte office uar) 

AI ' t ' l tnvAI . DAT"! . 

Application approval does not wTrmt or certify that tlte applicant lioldt legal or equitable title lo tlieae riglti In Ute jubjeet I cue which would entitle die applicant lo conduct eexntiona thereon. 

CONDITIONS Of Aff ROVAL, If AHYi ' ' 

ATrSOVtDOY TITLE 

*Sec Inilruciions On Rtvcrsc Side 

DATE 



WELL LOCATION AND LEASE ROAD IN 
SECTION 16 Ac 21, T-23-S, R-31-E, N.M.P.M. 
EDDY COUNTY, NEW MEXICO 

Kair:i>i t i nii 'M't HI I i.n. 
Pure Gold ' A ' Fed. »8 
Eddy County, UK 

(FAST - CLO. - 2*41.69') 

(i trstver f - UCAS. - mt.tr)-

29 

(tASt - O.L.O. - M41.eS') 

fs a r s f t i f t - UCAS. - ita.ar) 

21 

KAISER-FRANCIS OIL COMPANY 
PURE GOLD '«• FEOERtt /o» 

GROUND ELEVATION : 3369' 

21 

28 

P L A N V I E W 
1" = l O O O ' 

(WEST - O.LO. - 5 2 8 1 * 2 ) 
(N t r i t v t ' w - uas. - 3763JV) 

\ \ 
535' 

28 

15 

22 

d 3 
j 5 d , 

si 

22 
TWSRXSS e*» 

27 fnrKMj 

200' 

•N-

l£AS£ ROW 

•200' 

s£cnon one PROPOSED 
WELL LOCATION 
ELEV. : 3369' 

^ 7 

JJ67* 

D E T A I L V I E W 
1" = l O O ' 

535' 

KAISER-FRANCIS OIL COMPANY 
OOESSA, TEXAS 

SCALE: AS SHOWN 1 KAISER-FRANCIS OIL COMPANY 
OOESSA, TEXAS 

DATE: SEPTEMBER 3. 1993 1 
NO. REVISION DATE BY 

KAISER-FRANCIS OIL COMPANY 
OOESSA, TEXAS JOB NO.: 97706 | 

SURVEYED BY: R.J.O. SURVEYING AND MAPPING BY 

TOPOGRAPHIC LAND SURVEYORS 
MIDLAND, TEXAS 

48 SE 1 DRAWN BY: V.H.B. 

SURVEYING AND MAPPING BY 

TOPOGRAPHIC LAND SURVEYORS 
MIDLAND, TEXAS 

48 SE 1 
APPROVED 3Y: LW.8. 

SURVEYING AND MAPPING BY 

TOPOGRAPHIC LAND SURVEYORS 
MIDLAND, TEXAS SHEET : 1 OF 1 | 

1 



Submit t« Uv Appropriate 
Orttriet Offea 
State LOOM - 4 copies 
Faa Laaaa - 3 copies 

I 
P. 6. Box 1980 
Hobbs, NM 88240 

DISTRICT q 
. Drawer DO 

Artesia. NM 88210 

DISTRICT PI -
1000 Rio Brazos Rd 
Aztec. NM 87410 

State of New Mexico 
Energy, Minerals, and Natural Resources Department 

OIL CONSERVATION DIVISION 
P. 0. Box 2088 

Santa Fe, New Mexico 87504-2088 

WELL LOCATION AND ACREAGE DEDICATION PLAT 
All distances must be from the outer boundaries of the section. 

Form C-102 
Revised 1-1-99 

Oaeislw 
KAISER - FRANCIS OIL COMPANY 

lease 
PURE GOLD FEDERAL 'A' 

WeU No. 

7 
Oalt Utter 

1 
SeeUea 

20 
Actual Poo Ufa LoesUam of Veil 

1960 faal from^ th^ 

Township Rent* 
23 SOUTH 31 EAST. N.M.P.M. 

County 
EDDY 

SOUTH Una and 200 feet from Lhe EAST Use 
Cretans' Ls-rel Dev." 

3348' 
Producing Formation 

Delaware 
Pool 

West Sand Dunes 40 Acres 

1. Outline the acreage dedicated to the subject well by colored pencil or hachure marks on the plat below. 
2. If more than one lease is dedicated to the well, outline each and identify the ownership thereof (both as 

to working interest and royalty). 
3. If more than one lease of different ownership is dedicated to the well, have the Interest of all the owners 

been consolidated by communitization, unitization, forced-pooling, etc.? 
Q Yes • No If answer is "yes", type of consolidation 
If the answer is "no", list the owners and tract descriptions which have actually been consolidated. (Use 
the reverse side of this form if neccessary.) 
No allowable will be assigned to the well until all interests have been consolidated (by communitization, 
unitization, forced-pooling, or otherwise) or until a non-standard unit, eliminating such interest, hos been 
approved by the division. 

Bottomhole Location: 2046' 
The acreagei dedicated to 
Sec 21, T23fc, R31E 

thiis well i s the 
FNL & 456' FWL 

W/4 NW/4 
Sec 21 

200 

A 

1950 

330 660 990 1320 1650 1980 2310 2640 2000 1500 1000 

OPERATOR CERTIFICATION 
/ hereby certify that the 

information herein is true ond 
complete to the best o f m y 
knowledge and belief. , 

Printed Name 

Milton G r i f f i n 
PoidUon 
Operations Engineer 

Company 

Kaiser-Francis O i l Co. 
Dste 

O r t - n h p r 7 Q r 1 q Q V 

SURVEYOR CERTIFICATION 

/ hereby certify that the 
well location shown on this plat 
was plotted from field notes of 
actual surveys made by me or 
under my supervision, and that 
the same is true and correct 
to the best of my knowledge 
and belief. 

Del* Surveyed 
SEPTEMBER 2, 1993 

Stfneturc and Seal of 
Professional Surveyor 

CerUficata-floT 
LARRY ¥. BUSBY R.P UU9Bi 



EXHIBIT A 
KAISER-FRANCIS OIL COMPANY 
Pure Bold "A" Federal #7 
Eddy County, Nev Mexico 

SUMMARY 

Drilling. Casing and Cementing Program 

1. D r i l l 17-1/2" hole to 700' and run 13-3/8', 48#, H40 casing. Use guide 
shoe on bottom joint vith a float insert 1 joint above the guide shoe. 
Run 1 centralizer per joint on bottom 3 joints. Cement vith 500 sx Class 
"C" • 2% CaCl • 1/4 pps Cello Flake lead cement followed by 200 sx Class 
"C* + 2X CaCl. Drop top plug and displace cement vith mud. 

2. Nipple up and in s t a l l BOP's. Cement shall be allowed to stand 12 hours 
under pressure. After 24 hours test casing to £00 psi for 30 minutes and 
d r i l l out cement. After drilling the plug and belov the casing seat, test 
again to 600 psi for 30 minutes. 

3. - D r i l l 11" hole to 4070' and run a 8-5/8*, 32#, J55 casing. Use guide shoe 
on bottom and a float collar 1 joint above the shoe. Use 1 centralizer 
per joint on bottom 5 joints and 5 other centralizers. Cement vith 800 sx 
Class C Lite (35:65:6) * 9.5 pps salt + 1/4 pps Celloflake lead cement 
folloved by 200 sx Class C + IX KC1 + 5 pps salt. A Fluid Caliper v i l l be 
run to determine the exact volume of cement required to circulate cement 
to the surface. 

4. Nipple up and i n s t a l l BOP's. Cement shall be allowed to stand 12 hours 
under pressure. After 24 hours test casing to 1000 psi for 30 minutes and 
d r i l l out cement. After drilling the plug and below the casing seat, test 
again to 1000 psi for 30 minutes. 

5. Go in hole with 7-7/8" bit • 6-1/4" x 30' non-magnetic d r i l l collar • (18) 
6-1/4" steel d r i l l collar. D r i l l 7-7/8" hole to KOP of 4200' and survey 
with non-magnetic instrument at 4200'. POOH for angle building assembly. 

6. Go in hole with 7-7/8" bit • 6-1/2" slow-speed motor • 1-1/2" bent sub + 
6-1/4" x 30' non-magnetic d r i l l collar • 20 steel d r i l l collars. Orient 
tool face properly, deflect veil bore tovard proper direction. Start 
angle building run. D r i l l vith this assembly building approximately 2-1/2 
degrees per 100 feet of hole in the proper direction until a maximum angle 
of 24 degrees 52 minutes i s obtained plus or minus to 5195' M. D. POOH for 
angle holding assembly. 

7. Go in hole vith 7-7/8" bit + 6 point roller reamer • short d r i l l collar • 
3 point collar roller reamer • 6-1/4" non-mag d r i l l collar • 3 point 
roller reamer • 6-1/4" steel d r i l l collar • 3 point roller reamer • (20) 
6-1/4" d r i l l collars. D r i l l hole maintaining 24 degrees and 52 minutes to 
the TVD depth of 7200'. POOH for angle dropping assembly. 

n 



a. Go in hole with 7-7/8" bit • 6-1/4" non-magnetic dr i l l collar + 3 point 
roller reamer • (20) 6-1/4" steel d r i l l collars. Drill the hole dropping 
at 1-1/2 degrees per 100' deviation to plugs or minus 7200' TVD. At this 
point you will continue to drill to a TVD depth ol 8100'. 

9. Run 5-1/2", 171, X55 casing with a stage tool at approximately 6200'. Use 
a float shoe on bottom and a float collar 1 joint above the shoe. Use 1 
centralizer per joint on bottom 5 joints and as required across potential 
productive intervals. Cement the first stage with 580 sx Class H * 
additives, and cement the second stage with 690 sx Class C Lite (35:65:6) 
lead cement followed vith 100 sx Class C neat. The exact volume to bring 
the cement top to 4000' will be determined after logging the veil. 

10. Perforations and stimulation treatments v i l l be determined after running 
electric logs and setting the 5-1/2" casing. 





S u b r r v l l o t h e A p p r o p r i o l s 
Ottlrict 0«k.-« 
Slot* LOOM - « copies 
r«« LOOM - 3 copies 

DISTRICT I 
P. <3. Box 1980 
Hobbs. NM 88240 

DISTRICT II 
P. O. Drower DO 
Artesio. NM 88210 

P1STP4CT HI 
1000 Rio Brazos Rd 
Aztec. NM 87410 

State of New Mexico 
Energy, Minerals, and Natural Resources Department 

OIL CONSERVATION DIVISION 
P. 0. Box 2088 

Santa Fe, New Mexico 87504-2088 

WELL LOCATION AND ACREAGE DEDICATION PLAT 
All distances must be f rom the outer boundaries of the section. 

form C— 1 Ct 
R e v i v e 1 - 1 _ ; t 

OatrAtor 

KAISER - FRANCIS OIL COMPANY 
Less* 

P U R E G O L D " O " F E D E R A L 
WeU No. 

8 
Uni t U t t e r 

N 
SseUos 

16 
Township 

23 SOUTH 
Ranee 

31 EAST. N.M.P.M. 
County 

EDDY 

feet from the SOUTH line end 1935 feet from Lhe WEST line 
Ground Level lie*. Producing Formation Pool 

3369* Delaware West Sand Dunes 40 Acres 

1. Outline the acreage dedicated to the subject well by colored pencil or hachure marks on the plat below. 
2 . If more than one lease is dedicated to the well, outline each ond identify the ownership thereof (both as 

to working interest and royal ty) . 
3. If more than one lease of dif ferent ownership is dedicated to the well, hove the interest of all the owners 

been consolidated by communi t i za t ion , uni t izat ion, forced—pooling, etc.? 
Q Yes Q No If a n s w e r is " y e s " , t ype of c o n s o l i d a t i o n . 
If the answer is " n o " , list the owners ond troct descriptions which hove actually been consolidated. (Use 
the reverse side of this f o rm if neccessary.) 
No allowable will be assigned lo the well until all interests have been consol idated (by communi t izat ion, 
unit ization, fo rced-poo l ing , or otherwise) or until a non-s tandard unit , el iminating such interest, has been 
approved by the division. 

Bottom'rjole L o c a t i o n : 1947' FNL & 1789 
The acaeage i s d e d i c a t e d to t h i s l e a s e 

S E / 4 NWV4 Sec 2 1 , T 2 3 S , i 3 1 E 

FWL Sec 21 
i s the 

OPERATOR CERTIFICATION 
/ hereby certify that the 

information herein is true one 
complete to the best of my 
knowledge and belief. 

Printed Nunc / / 

Milton G r i f f i n 
Position 

O p e r a t i o n s Eng ineer 

Company 

Kaiser-Francis Oil Co. 

330 860 990 1320 1650 1980 2310 2640 2000 1500 1000 500 

DsLe 

October 79. 19Q"? 

SURVEYOR Ĉ ERTIFICATION 
/ hereby certify that the 

well location shown on this plat 
was plotted from field notes of 
actual surveys mode by me or 
under my supervision, and that 
the same is true and correct 
to the best of my knowledge 
ond belief. 

DsLe Surveyed 
SEPTEMBER 3, 1903 

Signature end Seel of 
Professional Surveyor 

CerUfleiLejje? 
LARRY IT BUSBY R.P.S. #11399 



APPLICATION FOR PERMIT TO DRILL 
KAISER-FRANCIS OIL COMPANY 
Pure Gold "A" Federal No. 8 

Surface Location: 10' FSL & 1935' FWL Sec 16 
Bottomhole Location: 1947* FNL - 1789' FWL Sec 21 

Eddy County, New Mexico 

In conjunction with Form 3160-3, Application for Permit to D r i l l , Kaiser-Francis 
Oil Company submits the following items of pertinent information in accordance 
with Onshore Oil & Gas Order Nos. 1 & 2, and with a l l other applicable federal 
and state regulations. 

1. The geologic surface formation i s Quaternary alluvium 
and other s u r f i c i a l deposits. 

2. The estimated tops of geologic markers are as follows: 

Delaware 4150' 
Bone Springs 8000' 
TD 8100' 

3. We do not anticipate encountering water, and o i l and gas 
formations are as follows: 

Delaware 

4. Proposed Casing Program: See Form 3160-3 and Exhibit A. 

5. Pressure Control Equipment: See Exhibit B. 

6. Mud Program: See Exhibit C. 

7. Auxiliary equipment: Blowout preventer. 

8. Testing, Logging, and Coring Programs: No DST's are 
anticipated. Approximately 25 rotary drilled sidewall 
wireline cores will be taken in various Delaware zones 
between 5900' to 7900'. Electric logs will consist of 
a Compensated Neutron/Litho Density w/Gamma Ray and 
Caliper and a Dual Laterolog. A Mudlogging unit will be 
used from 4150' to TD. 

9. No abnormal pressures, no abnormal temperatures and no 
H2S are expected. 

10. Anticipated starting date: As soon as possible. 



EXHIBIT A 
KAISER-FRANCIS OIL COMPANY 
Pure Gold "A" Federal #8 
Eddy County, Nev Mexico 

SUMMARY 

Drilling. Casino and Cementing Program 

1. D r i l l 17-1/2" hole to 700' and run 13-3/8', 48#, H40 casing. Use guide 
shoe on bottom joint vith a float insert 1 joint above the guide shoe. 
Run 1 centralizer per joint on bottom 3 joints. Cement vith 500 sx Class 
"C" • 27. CaCl + 1/4 pps Cello Flake lead cement followed by 200 sx Class 
"C" • 2X CaCl. Drop top plug and displace cement vith mud. 

2. Nipple up and in s t a l l BOP's. Cement shall be allowed to stand 12 hours 
under pressure. After 24 hours test casing to 600 psi for 30 minutes and 
d r i l l out cement. After drilling the plug and below the casing seat, test 
again to 600 psi for 30 minutes. 

3. D r i l l 11" hole to 4070' and run a 8-5/8", 321, J55 casing. Use guide shoe 
on bottom and a float collar 1 joint above the shoe. Use 1 centralizer 
per joint on bottom 5 joints and 5 other centralizers. Cement with 800 sx 
Class C Lite (35:65:6) +9.5 pps salt + 1/4 pps Celloflake lead cement 
followed by 200 sx Class C • IX KC1 + 5 pps salt. A Fluid Caliper will be 
run to determine the exact volume of cement required to circulate cement 
to the surface. 

4. Nipple up and in s t a l l BOP's. Cement shall be allowed to stand 12 hours 
under pressure. After 24 hours test casing to 1000 psi for 30 minutes and 
d r i l l out cement. After drilling the plug and below the casing seat, test 
again to 1000 psi for 30 minutes. 

5. Go in hole with 7-7/8" bit • 6-1/4" x 30' non-magnetic d r i l l collar + (18) 
6-1/4" steel d r i l l collar. D r i l l 7-7/8" hole to KOP of 4200' and survey 
with non-magnetic instrument at 4200'. POOH for angle building assembly. 

6. Go in hole with 7-7/8" bit + 6-1/2" slow-speed motor • 1-1/2" bent sub * 
6-1/4" x 30' non-magnetic d r i l l collar • steel d r i l l collars. Orient tool 
face properly, deflect well bore toward proper direction. Start angle 
building run. D r i l l vith this assembly building approximately 2-1/2 
degrees per 100 feet of hole in the proper direction until a maximum angle 
of 30 degrees 44 minutes i s obtained plus or minus to 5399' M.D. POOH for 
packed hole assembly. 

7. Go in hole vith 7-7/8" bit • 6 point roller reamer • short d r i l l collar • 
3 point collar roller reamer + 6-1/4" non-mag d r i l l collar + 3 point 
roller reamer + 6-1/4" steel d r i l l collar • 3 point roller reamer • (20) 
6-1/4" d r i l l collars. D r i l l hole maintaining 30 degrees 44 minutes 
deviation into the Bone Springs plus or minus 7600' TVD and continue to 
d r i l l to TD vith the same deviation to plus or minus 8100' TVD. 



Run 5-1/2", 17#, K55 casing with a stage tool at approximately 6200'. Use 
a float shoe on bottom and a float collar 1 joint above the shoe. Use 1 
centralizer per joint on bottom 5 joints and as required across potential 
productive intervals. Cement the f i r s t stage with 580 sx Class H • 
additives, and cement the second stage vith 690 sx Class C Lite (35:65:6) 
lead cement followed vith 100 sx Class C neat. The exact volume to bring 
the cement top to 4000' v i l l be determined after logging the veil. 

Perforations and stimulation treatments v i l l be determined after running 
electric logs and setting the 5-1/2" casing. 



Fata. 3160-3 
(December 1990) UNITED STATES 

DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT 

aUDMTT IH TTUPUCATE* 
(Other Inatrtif tlsaa aa 

referee alee) 

Form approved. 
Dudeet Bureau Ho. 1004-0136 
Expires: December 31, 199,1 

APPLICATION FOR PERMIT TO DRILL OR DEEPEN 
la . T i n or w o n 

k. T i r t or W I L L 

WILL L_ 

DRILL L_ 

• 

DEEPEN • 
OAS 
WILL 

tl-oi.s rrri 
tow a l_J 

-ni.Tiri-s 1—1 
tout I I 

Kaiser-Francis Oil Company 

P.O. Box 21468, Tulsa, Oklahoma 74121-1468 
4. LOCATION or W I L L (Report lees ties clearly tad la accordance with aoj S u i t requirements.* > 

Al auriae* , 

10' FSL & 280' FWL Sec 16 
At prepared prod, teae 

480' FNL S 480' FWL Sec 21 
14. SISTAHCS IH Mibie ana oisscriori rsoM MSASEST TOWN oa roaT orrici* 

17 miles East from Loving 

6. LSASS DSSIUNATION aaa aaaut ao. 

NM38464 
0. ir install, ALLOTTS 

7. UNIT 

8. tuiM oa Lsvue H.» i w u w . 

Pure Gold A Federal 
B. AnwauiHa 

10. riaLD AHO root, oa WILDCAT 

West Sand Dunes 
11. sec_ T _ i . a . oa sua. 

Ana auari i oa aaa. 

Sec 21, T23S, R31E 
12. COUNTI oa riaian 

Eddy 

11. aTiTt 

NM 
480' 10. DISTANCE raou raoruatD* 

LOCATION TO RtallST 
riorsiTt oa LSASS UNS, rr. A am 
(Alao lo acarcet 4rl«. aatt llae. It aori q a U 

I t . oiiUKc t "rioa raoroaco LOCATION* 
TO K I A S S S T r t u . naiLLiso. covruTiD. 
oa Arruas roa, oif rnia i u i , rr. 1120' 

18. NO. or A C I I S IM Lxaaa 

____ 
10. raorotto ocr-ru 

8100' TVD 

17. NO. or ACSES AESIOHED 
TO u n a * i u 

. 40 
20. aoraai oa casus TOOLa 

Rotary 
22. Arrsos. DATE woaa W I L L STAST* 21. ELSTATIOHS (Shew whether OF. RT. GR, <lc) 

3354' 
23. 

PROPOSED CASINO AND CEMENTINO PROQRAM 

site or noLc onAon. sun or CAMHO waioiiT rsa rooT srrrixo Dtrrii OUAHTITT Or CEMSNT 

17-1/2 13-3/8 48# • 700 700 sacks C i r c u l a t e d 
11 8-5/8 32# 4070 1000 sacks C i r c u l a t e d 

7-7/8 5-1/2 17# 8100* TVE 1370 sacks t i e back @ l e a s t 

Stage tool @ 6200' 200' into 8-5/8" 

1. 
2. 
3. 
4. 
5. 
6. 
7. 

8. 

MIRU Rotary. 
D r i l l 17-1/2" 
I n s t a l l 3000* 

hole to 700' run & set 13-3/8* surface csg f, cmt v/7_0 sx. 
BOP _ test to 600#. 

D r i l l 11" hole to 4070', run I set 8-5/8" intermediate csg & cmt v/1000 sx. 
Test csg to 1000#. 
D r i l l 7-7/8" hole to 8100' TVD & run electric logs. 
I f hydrocarbons are indicated, run f. set 5-1/2" csg 9 TD v/stage collar at 
6200' and cmt 1st stage v/580 sx I 2nd stage v/790 sx. 
RDM0 rotary, i n s t a l l wellhead, run cement bond log, perforate and stimulate 
for production. 

IN ABOVE SPACH DESCRIOC PROPOSED PTIOGFLAM: If prof*-— Ii lo deepe n, give data on prcicnt productive zona and propoicd new productive zona. If proposal ll to drill or 
deepen direct]onaily, five pertinent dau on iibiurUce location! arcJ mc—ured and true vertical dcrtlii. Give blowout preventer program. )( any. 

. . ^ ( . . 

TiTi.e Operat ion- Knginepr DATE 

(Thla itpace for Federal or Stale offlce uar) 

rrauiT *«i ArfnovAL DATB . 

Appli—lion approval Joca not warm or certify that Uic a—4 leant holdt legal cr equitable title to Uioae rigid In tl- lubject Icaic which would entitle the applicant lo coralucl cpenliona IlKrecn 

CONDITIONS or AfraovAj, ir ANYI 

ATM0VHD §Y TITLE . DATI _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 

'See. Instruction* On Rev em Side 
T i l l - IU U.S .C. Section 1001. maker. II a crimp for any p-rsnn knnwtn-iy mid <vill(iilly In mnkf In any Hrpnrl-i-nl nr nrj-rt-y nf lhe 
U n i f d State* any fain-, f|rtiiin«t<i or frnmltilcnl e 1st cine ms or r-prertrni nitons ns lo any matter within IM jmli i l irf Inn. 



PLAT SHOWING PROPOSED 
WELL LOCATION AND LEASE ROAD IN 
SECTION 16 Se 21, T-23-S. R-31-E, N.M.P.M. 
EDDY COUNTY, NEW MEXICO 

Exhibit E 
Kaiser-Francis Oil Co. 
Pure Gold *A" Fed. 19 
Eddy County, HH 

(EAST - O.LO. - 1141.19') 
i f f trsBvtr e - uas. - iM.tr) 

KAISER-FRANCIS OIL COUPANY 
Ntt SOU FOWL. /9 

GROUND ELEVATION : 3354' 

(EAST - O.LO. - X4I .M') I R 

(S srsriar c - uas. - isaos) 

21 

15 

22 

21 

PLAN VIEW 
1" = 10OO" 

(«ST - O.L.O. - !2«IJ2-) 
(H STSfOl' W - UtAS. - i2S520) 

\ \ 
535' 

28 

b * 

a! 

22 
'IW BUSS CAP 

27frmcM) 

-N-

DETAIL VIEW 
1" — IOO' 

200-

-SOO' -

PROPOSED 
WELL LOCATION 
ELEV. : 3354' 

535' 

KAISER-FRANCIS OIL COMPANY 
ODESSA. TEXAS 

SCALE: AS SHOWN 
KAISER-FRANCIS OIL COMPANY 

ODESSA. TEXAS 
OATE: SEPTEMBER 21. 1993 

NO. REVISION DATE BY 

KAISER-FRANCIS OIL COMPANY 
ODESSA. TEXAS JOB NO.: 99131 

SURVEYED BY: R.J.O. SURVEYING AND MAPPING Br ' 

TOPOGRAPHIC LAND SURVEYORS 
MIDLAND, TEXAS 

48 SE DRAWN BY: V.H.B. 
SURVEYING AND MAPPING Br ' 

TOPOGRAPHIC LAND SURVEYORS 
MIDLAND, TEXAS 

48 SE 
APPROVED BY: LW.B. 

SURVEYING AND MAPPING Br ' 

TOPOGRAPHIC LAND SURVEYORS 
MIDLAND, TEXAS SHEET : 1 Of 1 





Oitllict Office 
Slot* U * H - 4 COOt— 
F«M 1—MMM - 3 C49HM 

DISTRICT I 
P7 0. Box 1980 
Hobbs. NM 88240 

DISTRICT D 
P. 0. Drawer DD 
Artesio. NM 88210 

ntsTRicT m 
1000 Rio Brozos Rd 
Aztec. NM 87410 

SULe of New Mexico 
Energy, Minerals, and Natural Resources Department 

OIL CONSERVATION DIVISION 
P. 0. Box 2088 

Santa Fe. New Hexico B7504-2088 

WELL LOCATION AND ACREAGE DEDICATION PLAT 
All distances must be from the outer boundaries of the section. 

I uim c - 102 
Revned 1-1-89 

Operator 
KAISER - FRANCIS OIL COMPANY PURE GOLD "A" FEDERAL 

Veil Na. 

9 
unit l e e U a a 

16 
blB 

23 SOOTH 
Rente 

31 -AST, N.M.P.M. 
a c t u a l Footage LocaUen af f a l l 

10 feet from the S O U T H 

County 
EDDY 

Ground I — i l n«r." 

3354' 

an 4 280 feet from Lhe WEST line 
ProaocLog FonneUan Pool 

Acree 

1. Outline the acreage dedicated to the subject well by colored pencil or hachure marks on the plat below. 
2. If more than one lease is dedicated to the well, outline each and identify the ownership thereof (both as 

to working interest and royaity). 

Z. If more than one lease of different ownership is dedicated to the well, have the interest of all the owners 
been consolidated by communitization, unitization, forced—pooling, etc.? 
0 Y e s • _No If answer is " y e s " , type of consolidation ; 

If the answer is "no", list the owners and tract descriptions which have actually been consolidated. (Use 
the reverse side of this form if neccessary.) 
No allowable will be assigned to the well until all interests have been consolidated (by communitization, 
unitization, forced—pooling, or otherwise) or until a non—standord unit, eliminating such interest, has been 
approved by the division. 

Bottomhole Locatioji: 480' FNL S 4 
Thtj acreage dedicated to th is well 
NW/4 Sec 21, T23S,IR31E. 

280' 

^O1 FWL Sec 21 
i s the NW/4 

0 .30 660 990 1320 1650 I9SO 2310 2S40 2OO0 1500 1000 500 

OPERATOR CERTIFICATION 
/ hereby certify that the 

information herein is true and 
complete to the best of my 
knowledge and belief. 

Slrnatuw- / — ) ~ 

Printed Name L 

Milton R. G r i f f i n 
PoaiUon 

Operations Encineer 
Company 

Kaiser-Francis O i l Co. 
DaLe 

October 12. 1993 

SURVEYOR CTITIFICATION 
/ hereby certify that the 

well location shown on this plat 
was plotted from field notes of 
actual surveys made by me or 
under my supervision, and that 
the same is true and correct 
to the best of my knowledge 
and belief. 

DaLe Sureeyed 

SEPTEMBER 21. 1993 
SI (B* ture and Seal at 
Profctaloaal Surveyor 

Certineiu No. 
LARRY W. BUSBY R.P.S. #11398 

JOB " V H.B. 



APPLICATION FOR PERMIT TO DRILL 
KAISER-FRANCIS OIL COMPANY 
Pure Gold "A* Federal No. 9 

Surface Location: 10' FSL & 280' FWL Sec 16 
Bottomhole Location: 480' FNL & 480' FWL Sec 21 

Eddy County, New Mexico 

In conjunction with Form 3160-3, Application for Permit to Drill , Kaiser-Francis 
Oil Company submits the following items of pertinent information in accordance 
with Onshore Oil & Gas Order Nos. 1 & 2, and with a l l other applicable federal 
and state regulations. 

1. The geologic surface formation i s Quaternary alluvium 
and other surficial deposits. 

2. The estimated tops of geologic markers are as follows: 

Delaware 4150' 
Bone Springs 8000' 
TD 8100' 

3. We do not anticipate encountering water, and oil and gas 
formations are as follows: 

Delaware 

4. Proposed Casing Program: See Form 3160-3 and Exhibit A. 

5. Pressure Control Equipment: See Exhibit B. 

6. Mud Program: See Exhibit C. 

7. Auxiliary equipment: Blowout preventer. 

8. Testing, Logging, and Coring Programs: No DST's are 
anticipated. Approximately 25 rotary drilled sidewall 
wireline cores will be taken in various Delaware zones 
between 5900' to 7900'. Electric logs will consist of 
a Compensated Neutron/Litho Density w/Gamma Ray and 
Caliper and a Dual Laterolog. A Mudlogging unit will be 
used from 4150' to TD. 

9. No abnormal pressures, no abnormal temperatures and no 
H2S are expected. 

10. Anticipated starting date: As soon as possible. 

^ LS 



EXHIBIT A 
KAISER-FRANCIS OIL COMPANY 
Pure Gold *A* Federal #9 
Eddy County, Nev Hexico 

SUMMARY 

Drilling. Casino and Cementing Program 

1. Drill 17-1/2* hole to 700' and run 13-3/8*, 4S#, H40 casing. Use guide 
shoe on bottom joint with a float insert 1 joint above the guide shoe. 
Run 1 centralizer per joint on bottom 3 joints. Cement with 500 sx Class 
"C* • 2% CaCl • 1/4 pps Cello Flake lead cement followed by 200 sx Class 
"C* • 2% CaCl. Drop top plug and displace cement with mud. 

2. Hippie up and install BOP's. Cement shall be allowed to stand 12 hours 
under pressure. After 24 hours test casing to 600 psi for 30 minutes and 
d r i l l out cement. After drilling the plug and below the casing seat, test 
again to 600 psi for 30 minutes. 

3. Drill 11* hole to 4070' and run a 8-5/8*, 32f, J55 casing. Use guide shoe 
on bottom and a float collar 1 joint above the shoe. Use 1 centralizer 
per joint on bottom 5 joints and 5 other centralizers. Cement with 800 sx 
Class C Lite (35:65:6) • 9.5 pps salt • 1/4 pps Celloflake lead cement 
followed by 200 sx Class C + IX KC1 * 5 pps salt. A Fluid Caliper will be 
run to determine the exact volume of cement required to circulate cement 
to the surface. 

4. Nipple up and install BOP's. Cement shall be allowed to stand 12 hours 
under pressure. After 24 hours test casing to 1000 psi for 30 minutes and 
dr i l l out cement. After drilling the plug and below the casing seat, test 
again to 1000 psi for 30 minutes. 

5. Go in hole with 7-7/8* bit • 6-1/4* x 30' non-magnetic d r i l l collar + (18) 
6-1/4* steel d r i l l collar. Drill 7-7/8* hole to KOP of 4200' and survey 
with non-magnetic instrument at 4200'. POOH for angle building assembly. 

6. Go in hole with 7-7/8* bit + 6-1/2* slow-speed motor + 1-1/2* bent sub • 
6-1/4" x 30' non-magnetic d r i l l collar + 20 steel d r i l l collars. Orient 
tool face properly, deflect well bore toward proper direction. Start 
angle building run. Drill with this assembly building approximately 2-1/2 
degrees per 100 feet of hole in the proper direction until a maximum angle 
of 13 degrees 25 minutes i s obtained plus or minus to 4737' M.D. POOH for 
angle holding assembly. 

7. Go in hole with 7-7/8* bit • 6 point roller reamer • short d r i l l collar + 
3 point collar roller reamer • 6-1/4* non-mag d r i l l collar • 3 point 
roller reBraer + 6-1/4" steel d r i l l collar + 3 point roller reamer • (20) 
6-1/4" d r i l l collars. Drill hole maintaining 10 degrees and 48 minutes to 
the TVD depth of 6200*. POOH for angle dropping assembly. 



8. Go in hole vith 7-7/8" bit • 6-1/4" non-magnetic d r i l l collar • 3 point 
roller reamer • (20) 6-1/4" steel d r i l l collars. Drill the hole dropping 
at 1-1/2 degrees per 100' deviation into the Bone Spring plus or minus 
7138.29' TVD. At this point you will be vertical and you will continue to 
d r i l l to a TVD of 8100'. 

9. Run 5-1/2", 17#, K55 casing with a stage tool at approximately 6200'. Use 
a float shoe on bottom and a float collar 1 joint above the shoe. Use 1 
centralizer per joint on bottom 5 joints and as required across potential 
productive intervals. Cement the f i r s t stage with 580 sx Class H • 
additives, and cement the second stage with 690 sx Class C Lite (35:65:6) 
lead cement followed with 100 sx Class C neat. The exact volume to bring 
the cement top to 4000' will be determined after logging the well. 

10. Perforations and stimulation treatments will be determined after running 
electric logs and setting the 5-1/2" casing. 



F o t « J160-3 
(December 1990) UNITED STATES 

DEPARTMENT OF THE INTERIOR 

SUBMIT IN T R T T U C A T E * 
(Other Inalroettoa* oa 

reeerae aide) 

Form approved. 
Budcet Bureau No. 1004-0136 
Expire a: Oecaabor 31, 1991 

BUREAU OF LAND MANAGEMENT NM38464 
APPLICATION FOR PERMIT TO DRILL OR DEEPEN 

l a . T t r i or WOBK. 

DRILL El DEEPEN • 
a. T i n or WILL 

Olb ("vi 0A8 f—! SIHOLI m M Ul.TlrLB |—) 
W I L L U3 w t u , 1 1 OTnca I O K I LH) zona 1 1 

l a . T t r i or WOBK. 

DRILL El DEEPEN • 
a. T i n or WILL 

Olb ("vi 0A8 f—! SIHOLI m M Ul.TlrLB |—) 
W I L L U3 w t u , 1 1 OTnca I O K I LH) zona 1 1 

l a . T t r i or WOBK. 

DRILL El DEEPEN • 
a. T i n or WILL 

Olb ("vi 0A8 f—! SIHOLI m M Ul.TlrLB |—) 
W I L L U3 w t u , 1 1 OTnca I O K I LH) zona 1 1 

8. FAAM OK L&AS HAMS. WBLL HO 

Pure Gold A Federal 
K a i s e r - F r a n c i s O i l Company 

8. FAAM OK L&AS HAMS. WBLL HO 

Pure Gold A Federal 
K a i s e r - F r a n c i s O i l Company B. ATI MIX HO. 

10 3. MC«an«a'iBUrHOMiHo. 

P.O. Box 21468, T u l s a , Oklahoma 74121-1468. 

B. ATI MIX HO. 

10 3. MC«an«a'iBUrHOMiHo. 

P.O. Box 21468, T u l s a , Oklahoma 74121-1468. 10. riBLO AND rOOU OB WILDCAT 

West Sand Dunes 4. LOCATION or W I L L (Report locatloa clearly and la accordance with aay State requirement*.*) . 
At auriace 

Surface: 10* FSL fi 1800' FWL Sec 16 
At proponed prod. lone 

Bottomhole: 480' FNL fi 1800' FWL Sec 21 

10. riBLO AND rOOU OB WILDCAT 

West Sand Dunes 4. LOCATION or W I L L (Report locatloa clearly and la accordance with aay State requirement*.*) . 
At auriace 

Surface: 10* FSL fi 1800' FWL Sec 16 
At proponed prod. lone 

Bottomhole: 480' FNL fi 1800' FWL Sec 21 

11. eac . T„ 1.. U , oa BLB. 
AHO aUBTBT Ol ABBA 

Sec 21, T23S, R31E 
14. oiaTANca IN MiLia A HO DIBBCTION now NBABXBT TOWN oa roar orricx* 

17 miles East from Loving 

12. CODNTI OB rAlien i s . BTATC 

Eddy NM 

S. LBA 

la . D I B T A N C I " o n raoruato* 
LOCATION TO K C A I I I T A _ , 
r i o r t i T T oa LEAat LINB, r r . 4 8 0 B H L „ . _ 
(Aleo to oearcat drig. unit Hoe. If any I 4 8 0 B H L 

19. DIBTANCB raoM raoroBSD LOCATION* 
TO KCAIIBST WCI.U DBILLINO. COMTLBTSD. 
oa ArruBo roa, on True LBABB. rr. 1800' 

I S . NO. Or AC1SI IN LBABB 

640 
10. rnoroaxD Dirrn 

8100' TVD 

17. NO. or Acaaa AaaioNio 
TO THU WBLL 

40 
20. aoTABT oa C A I L B TOOL* 

Rotarv 
21. BLBTATiONa (Show whether DF, RT, CR. etc.) 

3367' GL 

22. Arraox. OATX WOBS W I L L BTABT* 

12. 
PROPOSED CASINO AND CEMENTING PROGRAM 

sue or noLi otAce, SIIB or CASMQ WCIOIIT r m roOT aCTTINe OBtTJI qOANTtTT Or CZMBNT 

17-1/2 13-3/8 48# • 700 700 sacks c i rcu la ted 

11 s-c /8 32# 4070 1000 sacks c i rcu la ted 

7-7/8 5-1/2 17# 8100' TVD 1370 sacks tie back @ least 2' 
into 8-5/8" 

Stage t o o l @ 6200' 

MIRU Rotary. 
D r i l l 17-1/2" hole to 700', run S set 13-3/8" surface csg & cmt w/700 sx. 
I n s t a l l 3000# BOP S tes t to 600#. 
D r i l l 11" hole to 4070', run fi set 8-5/8" intermediate csg S ent w/1000 sx. 
Test csg to 1000#. 
D r i l l 7-7/8" hole to 8100' TVD, S run e l e c t r i c logs. 
I f hydrocarbons are indicated, run S set 5-1/2" csg <? TD w/stage c o l l a r at 
6200' and cmt 1st stage w/580 sx fi 2nd stage w/790-sx. 
RDMO rotary, i n s t a l l wellhead, run cement bond log, perforate and stimulate for 
production. 

I.*> ABOVE SrACl; DC5CRI0E PROPOSED PROGRAM: If propoaal If lo deepen, give data on preterit productive tone and proposed new productive lone. If propotal Ii lo drill or 
deepen directionally, give pertinent data on subiurface location* and menjured and true vertical dcplru. Give blowout preventer program. If any. 

^ / j S / ^ / Z f a C * " i 6 » 4 6 * r . TiTi.r. O p p r a l - i o n e F n r j i n o o T - — - 1 0 - 8 9 3 

(Thla apace for Fedrral or State ofllce une) 

rr.B.niT .to ArraovAL DATIS . 

Application approval doe> not warrant or certify that Uie .-ipplicant Iwlds legal or cquiLible title to Ihcae riglia In tlie itxijeet lease which would entitle the applicant to conduct operaboni therro 

CONDITIONS or ArrnovAL, IF ANY: 

ATrROVED BY TITLE . 

*f?e>« lntlrurJinne 0 « ZlAm 1 « 

DATS 



PLAT SHOWING PROPOSED 
WELL LOCATION AND LEASE ROAD IN 
SECTION 16 te 21, T-23-S, R-31-E, N.M.P.M. 
EDDY COUNTY, NEW MEXICO 

Exhibit E 

Kaiser-Francis Oil Coapany 
Pure Gold "A" Fed fie 
Eddy County, Nev Hexico 

(CAS! - C LO. - IMt.fS*) 

CS irstrxr e - uas. - im.u-)-
W 

(EAST - O LO. - 2641.)}-) 1 g 
CS «TM'lg* f - UOS. - « < 5 « ' ) 

21 

KAISER-FRANCIS OIL COMPANY not com •*• ra in ~~ 
GROUND ELEVATION ; JJff7* 

15 

22 

S5 

PLAN VIEW 
1" = 1000" 

(WEST - OLO. - 5281.33') 

CM rrstvr tr - uas. - nas.io-) 

5J5-

21 22 
•>\o. BUSs CAP 

I 2 ' 28 IK™*01) 

-H-

t PKOPOStD 

IOSC taut 

200-

-200-

PROPOSED 
WEIL LOCATION 
ELEV. : JJS7' 

sssr 

DETAIL VIEW 
1" = 100" 

5J5' 

XT 

sumro fvtuic-

KAISER-FRANCIS OIL COMPANY 
ODESSA. TEXAS 

SCALE: AS SHOWN KAISER-FRANCIS OIL COMPANY 
ODESSA. TEXAS 

DATE: SEPTEMBER 3. 1993 
NO. REVISION DATE BY 

KAISER-FRANCIS OIL COMPANY 
ODESSA. TEXAS JOB NO.: 97705 

SURVEYED BY: R.J.O. SURVEYING ANO MAPPING BY ' 

TOPOGRAPHIC LAND SURVEYORS 
MIDLAND. TEXAS 

•48 SE DRAWN BY: V.H.B. 

SURVEYING ANO MAPPING BY ' 

TOPOGRAPHIC LAND SURVEYORS 
MIDLAND. TEXAS 

•48 SE 
APPROVED BY: Lw.B. 

SURVEYING ANO MAPPING BY ' 
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Submit Is lhe Appropriole 
District Office 
Stote loose - * copies 
F M Leoea - 3 cop** 

DISTRICT I 
P. 0 . Box 1980 
Hobbs. NM 88240 

DISTRICT n 
P. 0 . Drawer DO 
Artesia. NM 38210 

DISTRICT ni 
1000 Rio Brazos Rd 
Aztec. NM 87410 

SUte of New Mexico 
Energy, Minerals, and Natural Resources Department 

OIL CONSERVATION DIVISION 
P. 0. Box 2088 

Santa Fe, New Mexico 87504-2088 

WELL LOCATION AND ACREAGE DEDICATION PLAT 
All distances must be from the outer boundaries of the section. 

Form C-102 
Revised 1-1-89 

KAISER - FRANCIS OIL COMPANY U " * P U R E G O L D "A" F E D 
1«U No. 

10 
Unit L t l U r 

N 
S«cUao 

16 
Town* hip 

23 SOUTH 
Bute* 

31 EAST. N.M.P.M. 
County 

EDDY 
Actual Poo Lags Location of WeU 

10 feet from the S O U T H Une and 1800 feet from the WEST llse 
Ground Lrv«l l ivr. Producing Formation Pool i 

3367' Delaware West Sand Dunes 4 0 * « " i 

1. Outline the acreage dedicated to the subject well by colored pencil or hachure marks on the piat below. 
2. If more than one lease is dedicated to the well, outline each and identify the ownership thereof (both as 

to working interest and royalty). 
3. If more than one lease of different ownership Is dedicated to the well, have the Interest of oil the owners 

been consolidated by communitization, unitization, forced—pooling, etc.? 
Q Yes Q No_ If answer is "yes", type of consolidation 
If the answer is "no", list the owners ond tract descriptions which have actually been consolidated. (Use 
the reverse side of this form if neccessary.) 
No allowable will be assigned to the well until all interests hove been consolidated (by communitization, 
unitization, forced—pooling, or otherwise) or until a non-standard unit, eliminating such interest, has been 
approved by the division. 

Bo 
T h i s 

ttomhDl 
acareag 

e Location i s 
e dedicated 

1480' FNL S 1800 
l is NE/4 NW/4 Seq 

•J600'-
10' 

FWL Sec 21 
21 ,T23S,R31E 

OPERATOR CERTIFICATION 
/ hereby certify that the 

information herein is true and 
complete to the best of my 
knowledge and belief. • 

Position 

ODerations Ena ineer 

330 860 990 1320 1650 1980 2310 2640 2000 tsoo tooa SOO 

Company 
K a i s e r - F r a n c i s O i l Co. 

Date 

October 8, 1993 

SURVEYOR CERTIFICATION 
/ hereby certify that the 

well location shown on this plat 
was plotted from field notes of 
actual surveys made by me or 
under my supervision, and that 
the same is true and correct 
to the best of my knowledge 
and belief. 

Data Surveyed 
SEPTEMBER 3. 1903 

Signature and Seal of 
Professional Surveyor 

I r t c a u ' N O j ^ X CarUflcale 
LARR USBY ?..*> 5. f 11390 

i A n M « ^ -» ^ . -



APPLICATION FOR PERMIT TO DRILL 
KAISER-FRANCIS OIL COMPANY 
Pure Gold •A* Federal No. 10 

Surface Location: 10' FSL & 1800' FWL Sec 16 
Bottomhole Location: 480' FNL & 1800' FWL Sec 21 

Eddy County, New Mexico 

In conjunction v i t h Form 3160-3, Application for Permit to D r i l l , Kaiser-Francis 
Oil Company submits the following items of pertinent information in accordance 
with Onshore Oil & Gas Order Nos. 1 i 2, and with a l l other applicable federal 
and state regulations. 

1. The geologic surface formation i s Quaternary alluvium 
and other s u r f i c i a l deposits. 

2. The estimated tops of geologic markers are as follows: 

Delaware 4150' 
Bone Springs 8000' 
TD 8100' 

3. We do not anticipate encountering water, and o i l and gas 
formations are as follows: 

Delaware 

4. Proposed Casing Program: See Form 3160-3 and Exhibit A. 

5. Pressure Control Equipment: See Exhibit B. 

6. Mud Program: See Exhibit C. 

7. Auxiliary equipment: Blowout preventer. 

8. Testing, Logging, and Coring Programs: No DST's are 
anticipated. Approximately 25 rotary d r i l l e d sidewall 
wireline cores w i l l be taken i n various Delaware zones 
between 5900' to 7900'. Electric logs w i l l consist of 
a Compensated Neutron/Litho Density w/Gamma Ray and 
Caliper and a Dual Laterolog. A Mudlogging unit w i l l be 
used from 4150' to TD. 

9. No abnormal pressures, no abnormal temperatures and no 
H2S are expected. 

10. Anticipated starting date: As soon as possible. 



EXHIBIT A 
KAISER-FRANCIS OIL COMPANY 
Pure Gold 'A" Federal #10 
Eddy County, New Mexico 

SUMMARY 

Dr i l l i n g . Casing and Cementino Program 

1. D r i l l 17-1/2" hole to 700' and run 13-3/8", 48#, H40 casing. Use guide 
shoe on bottom j o i n t v i t h a fl o a t insert 1 j o i n t above the guide shoe. 
Run 1 centralizer per j o i n t on bottom 3 joi n t s . Cement v i t h 500 sx Class 
aC* + 27. CaCl • 1/4 pps Cello Flake lead cement followed by 200 sx Class 
"C" + 2% CaCl. Drop top plug and displace cement vi t h mud. 

2. Nipple up and i n s t a l l BOP's. Cement shall be allowed to stand 12 hours 
under pressure. After 24 hours test casing to 600 psi for 30 minutes and 
d r i l l out cement. After d r i l l i n g the plug and belov the casing seat, test 
again to 600 psi for 30 minutes. 

3. D r i l l 11" hole to 4070' and run a 8-5/8*, 32#, J55 casing. Use guide shoe 
on bottom and a f l o a t collar 1 j o i n t above the shoe. Use 1 centralizer 
per j o i n t on bottom 5 joints and 5 other centralizers. Cement with 800 sx 
Class C Lite (35:65:6) +9.5 pps salt + 1/4 pps Celloflake lead cement 
folloved by 200 sx Class C • IX KC1 + 5 pps salt. A Fluid Caliper v i l l be 
run to determine the exact volume of cement required to circulate cement 
to the surface. 

4. Nipple up and i n s t a l l BOP's. Cement shall be allowed to stand 12 hours 
under pressure. After 24 hours test casing to 1000 psi for 30 minutes and 
d r i l l out cement. After d r i l l i n g the plug and below the casing seat, test 
again to 1000 psi for 30 minutes. 

5. Go in hole with 7-7/8" b i t + 6-1/4* x 30' non-magnetic d r i l l collar + (18) 
6-1/4" steel d r i l l collar. D r i l l 7-7/8" hole to KOP of 4200' and survey 
with non-magnetic instrument at 4200'. POOH for angle building assembly. 

6. Go in hole with 7-7/8" b i t • 6-1/2" slow-speed motor • 1-1/2" bent sub + 
6-1/4" x 30' non-magnetic d r i l l collar • 20 steel d r i l l collars. Orient 
tool face properly, deflect well bore tovard proper direction. Start 
angle building run. D r i l l with this assembly building approximately 2-1/2 
degrees per 100 feet of hole in the proper direction u n t i l a maximum angle 
of 10 degrees 48 minutes i s obtained plus or minus to 6231' M.D. POOH for 
angle holding assembly. 

7. Go in hole with 7-7/8" b i t + 6 point r o l l e r reamer • short d r i l l collar + 
3 point collar r o l l e r reamer + 6-1/4" non-mag d r i l l collar • 3 point 
r o l l e r reamer • 6-1/4" steel d r i l l collar + 3 point r o l l e r reamer + (20) 
6-1/4" d r i l l collars. D r i l l hole maintaining 10 degrees and 48 minutes to 
the TVD depth of 6674'. POOH for angle dropping assembly. 



8. Go in hole with 7-7/8" bit • 6-1/4" non-magnetic d r i l l collar + 3 point 
roller reamer + (28) 6-1/4" steel d r i l l collars. Drill the hole dropping 
at 1-1/2 degrees per 100' deviation into the Bone Spring plus or minus 
7350.30' TVD. At this point you will be vertical and you will continue to 
d r i l l to a TVD of 8100'. 

9. Run 5-1/2", 17tr K55 casing with a stage tool at approximately 6200'. Use 
a float shoe on bottom and a float collar 1 joint above the shoe. Use 1 
centralizer per joint on bottom 5 joints and as required across potential 
productive intervals. Cement the f i r s t stage with 580 sx Class H + 
additi ves, and cement the second stage with 690 sx Class C Lite (35:65:6) 
lead cement followed with 100 sx Class C neat. The exact volume to bring 
the cement top to 4000' will be determined after logging the well. 

10. Perforations and stimulation treatments will be determined after running 
electric logs and setting the 5-1/2* casing. 

<2 i-l 



F o t a 3KSO-3 
(December 1990) UNITED STATES 

DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT 

SUBMIT m TJUTLICATE* 
(Other Inalrtjetlnne on 

referee side) 

APPLICATION FOR PERMIT TO DRILL OR DEEPEN 
l a . t i n or woart 

». T i n or W I L L 

W I L L LflJ 

DRILL BD 
OAK [—1 
WSLL I I 

DEEPEN • 
• t MOL* KJ-I 
t o n s |AJ 

M l l l . T l r L I 
XOHS • 

3. R A M S o r o r s i A T O * 

Kaiser -Franc i s O i l Company 
37 M O U B AMI nLOniOMO HO. 

P.O. Box 21468, Tulsa , Oklahoma 74121-1468 
4. L O C A T I O N o r W I L L (IWport location dear ly and l a accordance with any S U U requirements.*) 

AC anriaee . 

10' FSL & 2025' FEL Sec 16 
A t prepoeed prod, t e a * 

2012' FNL & 2176' FEL Sec 21 
I t . oiRTAHca in M i L i a AHO DiaecTioR raoM ReaasaT T O W H oa rosT o r r i c a ' 

17 miles East from Loving 

Torm approved. 
Budget Bureau No. 1004-0136 
Expiree: December 31, 1991 

6. Laaaa DaaiOHATioa Aaa aaaiAL ao. 

NM38464 
0. i r I H O I A H , ALLor ra 

1. UK 

8. rAaMOALSAaiMyw«v*iu.HO. 

Pure Gold A Federal 
>. Ane/BULMO. 

13 
10. r » L D A R D root , oa WILDCAT 

West Sand Dunes 
11. s a c . T „ i . , 0 a aLK . 

AHO a u a r a i oa aaaa 

Sec 21, T23S, R31E 
12. c o u n t ! oa r a t t a n 

Eddy 

I I . I t A T I 

NM 
2012' 10. D I S T A H C S r a o u r a o r v a c o * 

L O C A T I O N TO p S a a B S T 
r a o r a a T i oa LCaaa L I N K , r r . 
(A lso lo aeareal dr l r . unit l lae. If any) 

I s . o iaTAHca'TaOH raoroaan L O C A T I O R * 
TO K E A S e S T W M . I - O a i L L I H O , C O M r L I T I O . 
oa Arruee roa. en m i s L Z A S S , r r . 

692' 

2860' 

10. NO. o r Acaxa IR L I A S « 

JLML 
19. r tmroaco oar r i i 

8200' TVD 

17. no. o r Acaaa i s a i o n i o 
T O T i n a WILL 

40 
20. aoraai oa CASLS TOOLS 

Rotarv 
I I . tutTAneHa (Show whether OF. RT. CR. etc.) 22. Ar raoz . D A T C w o n W I L L S T A S T * 

PROPOSED CASINO AND CEMENTING PROGRAM 

s u e or noLC 0aLA0t\ 517T1 OF GVflHO a a io i iT rr.a rooT a c r r i x o o e r r n Q U A N T I T Y or CCMCRT 

17-1/2 13-3/8 48# • 700 700 sacks Circu la ted 
11 8-5/8 32# 4070 1000 sacks Circulated 

7-7/8 5-1/2 17# 8200' TVC 1370 sacks t i e back @ leas t 

Stage tool !? 6200' 200' into 8-5/8" 

1. HIRU Rotary. 
2. D r i l l 17-1/2* hole to 700' run & set 13-3/8" surface csg & cmt v/700 sx. 
3. I n s t a l l 3000# BOP & test to 600#. 
4. D r i l l 11" hole to 4070', run & set 8-5/8* intermediate csg & cmt w/1000 sx. 
5. Test csg to i000#. 
6. D r i l l 7-7/8* hole to 8100' TVD & run electric logs. 
7. I f hydrocarbons are indicated, run & set 5-1/2" csg « TD v/stage c o l l a r at 

6200' and cmt 1st stage v/580 sx & 2nd stage */790 sx. 
8. RDM0 rotary, i n s t a l l wellhead, run cement bond log, perforate and stimulate 

far production. 

IN A n O V E SrACP. DGSCRIDC P R O P O S G D TROGRAM: II proposal l« lo deepen, j ive data on present productive lone and promoted new productive tone. H proposal Ii lo drill or 
deepen dirvcuonally. give pertinent data on subsurface locatfom and measured and true vertical depths. Give blowout preventer program. It any. 

Operations Engineer „AT« 10-29-93 

(Thin aimer for Federa l or State office uar ) 

rritMIT NO Arr-nnr AI. ns re 

AfTlicalion approval does not wrermt or certify that tlie applicant bolus IctM or equiLnble title lo llirjse riglai In tlie itiiject lease wliich would entitle the applicant to oonduct retentions thereon. 

coNOnioHS or ArrnovAl , if Arrtt 

TITLE 

*See Injlruclion* On Reverie Side 2, 

DATS 



I'LA I SHOWING PROPOSED 
WELL LOCATION AND LEASE ROAD IN 
SECTION 16 tt 21 , T - 2 3 - S , R-31-E* N.M.P.M. 
EDDY COUNTY, NEW MEXICO 

Kalser-Fiancla Oil Co. 
Pure Gold *A* Fed. 113 
Eddy County, NM 
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MIDLAND, TEXAS SHEET : 1 OF 1 | 
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APPLICATION FOR PERMIT TO DRILL 
KAISER-FRANCIS OIL COMPANY 

Pure Gold "A" Federal No. 13 
Surface Location: 10' FSL & 2025' FEL Sec 16 

Bottomhole Location: 1951' FNL & 2171' FEL Sec 21 
Eddy County, New Mexico 

In conjunction with Form 3160-3, Application for Permit to D r i l l , Kaiser-Francis 
Oil Company submits the following items of pertinent information in accordance 
with Onshore Oil & Gas Order Nos. 1 t. 2, and with a l l other applicable federal 
and state regulations. 

1. The geologic surface formation i s Quaternary alluvium 
and other s u r f i c i a l deposits. 

2. The estimated tops of geologic markers are as follows: 

Delaware 4150' 
Bone Springs 8000' 
TD 8200' 

3. We do not anticipate encountering water, and o i l and gas 
formations are as follows: 

Delaware 

4. Proposed Casing Program: See Form 3160-3 and Exhibit A. 

5. Pressure Control Equipment: See Exhibit B. 

6. Mud Program: See Exhibit C. 

7. Auxiliary equipment: Blowout preventer. 

8. Testing, Logging, and Coring Programs: No DST'B are 
anticipated. Approximately 25 rotary drilled sidewall 
wireline cores will be taken in various Delaware zones 
between 5900' to 7900'. Electric logs will consist of 
a Compensated Neutron/Litho Density w/Gamma Ray and 
Caliper and a Dual Laterolog. A Mudlogging unit will be 
used from 4150' to TD. 

9. No abnormal pressures, no abnormal temperatures and no 
H2S are expected. 

10. Anticipated starting date: As soon as possible. 



EXHIBIT A 
KAISER-FRANCIS OIL COMPANY 
Pure Gold "A" Federal #13 
Eddy County, New Mexico 

SUMMARY 

Drilling, Casing and Cementing Program 

1. D r i l l 17-1/2" hole to 700' and run 13-3/8", 48#, H40 casing. Use guide 
shoe on bottom joint vith a float insert 1 joint above the guide shoe. 
Run 1 centralizer per joint on bottom 3 joints. Cement vith 500 sx Class 
"C* + 27. CaCl + 1/4 pps Cello Flake lead cement folloved by 200 sx Class 
"C" + 27. CaCl. Drop top plug and displace cement vith mud. 

2. Nipple up and in s t a l l BOP's. Cement shall be allowed to stand 12 hours 
under pressure. After 24 hours test casing to 600 psi for 30 minutes and 
d r i l l out cement. After drilling the plug and belov the casing seat, test 
again to 600 psi for 30 minutes. 

3. Dr i l l 11" hole to 4070' and run a 8-5/8", 32#, J55 casing. Use guide shoe 
on bottom and a float collar 1 joint above the shoe. Use 1 centralizer 
per joint on bottom 5 joints and 5 other centralizers. Cement vith 800 sx 
Class C Lite (35:65:6) + 9.5 pps salt + 1/4 pps Celloflake lead cement 
followed by 200 sx Class C + IX KC1 + 5 pps salt. A Fluid Caliper will be 
run to determine the exact volume of cement required to circulate cement 
to the surface. 

4. Nipple up and in s t a l l BOP's. Cement shall be allowed to stand 12 hours 
under pressure. After 24 hours test casing to 1000 psi for 30 minutes and 
d r i l l out cement. After drilling the plug and below the casing seat, test 
again to 1000 psi for 30 minutes. 

5. Go in hole with 7-7/8" bit «• 6-1/4" x 30' non-magnetic d r i l l collar + (18) 
6-1/4" steel d r i l l collar. D r i l l 7-7/8" hole to KOP of 4200' and survey 
with non-magnetic instrument at 4200'. POOH for angle building assembly. 

6. Go in hole with 7-7/8" bit • 6-1/2" slow-speed motor • 1-1/2" bent sub • 
6-1/4" x 30' non-magnetic d r i l l collar + steel d r i l l collars. Orient tool 
face properly, deflect well bore toward proper direction. Start angle 
building run. Dr i l l with this assembly building approximately 2-1/2 
degrees per 100 feet of hole in the proper direction until a maximum angle 
of 31 degrees 05 minutes i s obtained plus or minus to 5443' M.D. POOH for 
packed hole assembly. 

7. Go in hole with 7-7/8" bit + 6 point roller reamer • short d r i l l collar <• 
3 point collar roller reamer + 6-1/4" non-mag d r i l l collar • 3 point 
roller reamer + 6-1/4" steel d r i l l collar + 3 p^oint roller reamer • (20) 
6-1/4" d r i l l collars. D r i l l hole maintaining 31 degrees and 05 minutes 
deviation plus or minus 7600' TVD and continue to d r i l l to TD with the 
same deviation to plus or minus 8200' TVD. 



8. Run 5-1/2*, 17#, K55 casing vith a stage tool at approximately 6200'. Use 
a float shoe on bottoa and a float collar 1 joint above the shoe. Use 1 
centralizer per joint on bottoa 5 joints and as required across potential 
productive intervals. Cement the first stage vith 580 sx Class H + 
additives, and cement the second stage vith 690 sx Class C Lite (35:65:6) 
lead cement followed vith 100 sx Class C neat. The exact volume to bring 
the cement top to 4000' v i l l be determined after logging the veil. 

9. Perforations and stimulation treatments v i l l be determined after running 
electric logs and setting the 5-1/2" casing. 

Li 0 



Foia 316»-3 
(December 1990) UNITED STATES 

DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT 

SUBMIT IK TRIPLICATE* 
(Other laatraetlaaa • • 

reverse tide) 

Form appro*ad, 
Budfet Bureau No. 1004-0136 
Expiree: December 31. 1091 

APPLICATION FOR PERMIT TO DRILL OR DEEPEN 
la. l i r a or woan. 

k. Ttr> or WILL 

El OIL 
W I L L 

DRILL H 

D ornaa 

DEEPEN • 

ota 
WCLL 

l INOLa l y l 
XORB l £ J • 

a. XAkte or orxtAToa 

Kaiser-Francis Oil Company 

P.O. Rnx 21468. Tulsa, Oklahoma 74121-1468 
4. LOCATIOR or wait (Report locatlea elxarly aad la aecerdaaee wltb any Bute requirement*.*) 

At surface 
Surface: 

At proposed prod, leae 
Bottomhole: 

10' FSL & 2160' FEL Sec 16 

480' FNL £ 2160' FEL Sec 21 
M. oiaTAMca IN MiLia ARB oiaacrioR raoM Rt ABBOT Town oa roar orries* 

17 miles East from Loving 

G. L S I 

NM38464 
t . IT INPIAR, ALLOTTa 

I . OR 

8. PAAM OK LSAm MAM* *T*L NO. 

Pure Gold A Federal 
S. M I 

14 
10. f l B l * ARB rOOL, OB WILDCAT 

West Sand Dunes 
11. sac, T.. at, oa »La. 

AMO auarar oa ASSA 

Sec 21,T23S,R31E 
12. cooRTT oa raBian l l . BTATS 

Eddv NM la. BiaTARCc raou raorueto* 
LOCATION TO RBABCBT 
raortaTt oa Ltuaa LIMI. rr. 480* BHL 
lAlso ta aeareat drlg. salt line. II son .7580' BHL 

13. BIBTAHI-C raou raoroaco LOCATION* 
TO RCAaCIT W I L L . BBILLIHO, COMrLBTBB, 
oa Arruas roa, sn late LSASC, rr. 2660' 

16. RO. or Acaaa in LBAaa 

640 
IB. raoroaco oxrru 

8100 TVD 

It . RO. or Acaaa Aaaioaao 
TO rnia wau. 

40 
20. aoTAai OB CABLB TOOLS 

Rotary 
II . ILBYATIOHB (3baw wbetber DF, RT. CB. tie.) 

3372' GL 
22. Arraoz. OAT* won WILL STAST* 

23. 
PROPOSES CASINO ANO CEMENTING PROGRAM 

• ne or IIOLS 

17-1/2 
JLL 

7-7/8 

oaAoaaaorosNo 

13-3/8 
8-5/8 
5-1/2 

W X I O I I T r c a r o o T 

48# 

BBTTIXO o a m i 

700 
4070 

17# 

Stage tool <§ 6200' 

8100 TVD 

QUAHTITT Or C I M I H T 

700 sacks circulated 
,1000 sacks c i rcu la ted . 
1370 sacks t i e back @ least 

200' into 8-5/8" 

1. MIRU Rotary. 
2. D r i l l 17-1/2" hole to 700', run & set 13-3/8" surface csg s cmt w/700 sx. 
3". I n s t a l l 3000# BOP & test to 600#. 
4. D r i l l 11" hole to 4070', run & set 8-5/8" intermediate csg & cmt w/1000 sx. 
5. Test csg to 1000#. 
6. D r i l l 7-7/8" hole to 8100' TVD & run e l e c t r i c logs. 
7. I f hydrocarbons are indicated, run & set 5-1/2" csg & TD w/stage collar at 6200' 

and cmt 1st stage w/850 sx & 2nd stage w/790 sx. 
8. RDMO rotary, i n s t a l l wellhead, run cement bond log, perforate and stimulate for 

production. 

04 ABOVE31"ACE OGSCRIOG PROPOSED PROGRAM: II prone**! I* la deepen, give dale on present productive zone and proposed new productive eon*, if propoisl It lo drill or 
deepen dlrscdonatly, give pertinent data on lubaurfses local lone snd measured end Hue vertical deptlis. Olve blowout preventer program, II any. 
24. 

TITLE O p e r a t i o n s Engineer . 

(Till* space (or Federal or State office use) 

rteniT .to. ArraovAL DATB . 

Application approval dam not vnrrant or certify that the applicant bold* legal or equitable title la these rlglx* In the rubject lease which would entitle Ih* armUcant lo conduct operations thereon. 

CONDI 1 IOHS or Armov AL, IP AHTi 

• ArmovEosr. TTTL8 . . DATE . 

*Ste Imlrucliont On Rtv»n« Sid* Lj [ j 



PLAT SHOWING PROPOSED 
WELL LOCATION ANO LEASE ROAD IN 
SECTION 16 Se 21, T -23-S , R-31-E. N.M.P.M. 
EDDY COUNTY. NEW MEXICO 

Exhibit. E 
Kaiear-Francia Oil Coapany 
Puro Gold •** F«?d 114 
Eddy County, Nov Mexico 
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KAISER-FRANCIS OIL COMPANY 
ODESSA. TEXAS 

SCALE: AS SHOWN KAISER-FRANCIS OIL COMPANY 
ODESSA. TEXAS 

DATE: SEPTEMBER 3. 1993 
NO. REVISION DATE BY 

KAISER-FRANCIS OIL COMPANY 
ODESSA. TEXAS JOB NO.: 97708 

SURVEYED BY: R.J.O. SURVEYING AND UAPPfNC BY 

TOPOGRAPHIC LAND SURVEYORS 
MIDLAND. TEXAS 

48 SE DRAWN BY: V.H.B. 

SURVEYING AND UAPPfNC BY 

TOPOGRAPHIC LAND SURVEYORS 
MIDLAND. TEXAS 

48 SE 
APPROVED BY: L.W.B. 

SURVEYING AND UAPPfNC BY 

TOPOGRAPHIC LAND SURVEYORS 
MIDLAND. TEXAS SHEET : 1 OF t 





SuBinil to UM ApcnpriaU 
Oiilrici Office 
State L««M - 4 copies 
F t LtOM - 3 C40MM 

DISTRICT I 
P. 0. Box 1980 
Hobbs. NM 88240 

DISTRICT II 
P. 0. Grower DO 
Artesia. NM 88210 

DISTRICT ni 
1000 Rio Brazos Rd 
Aztec. NM 87410 

SUte of New Mexico 
Energy, Minerals, and Natural Resources Department 

OIL CONSERVATION DIVISION 
P. 0. Box 8088 

Santa Fe, New Mexico B7504-2088 

WELL LOCATION AND ACREAGE DEDICATION PLAT 
All distances must be from the outer boundaries of the section. 

Form C-102 
Revised 1 — 1—as 

Operator 
KAISER - FRANCIS OIL COMPANY 

Laaaa 
P U R E G O L D F E D 

1*11 No. 

14 
Unit Lattor 

0 
Sootla 

16 
Actual rootage Ixeatiaa af I t U 

10 faat from tha 

hip 
23 SOUTH 

Range 
31 EAST. N.M.P.M. 

County 
EDDY 

SOUTH Una and 2160 feat from Uie EAST line 
Ground Loral Her. 

3372* 
Producing Formation 

Delaware 
Pool 

West Sand Dunes acres 

1. Outline the acreage dedicated to the subject welt by colored pencil or hachure marks on the plat below. 
2. If more than one lease is dedicated to the well, outline each and identify the ownership thereof (both as 

to working interest and royalty). 
3. If more than one lease of different ownership is dedicated to the well, have the interest of ail the owners 

been consolidated by communitization, unitization, forced—pooling, etc.? 
• Yes Q No If answer is " y e s " , type of consolidation 
If the answer is "no", list the owners and tract descriptions which have actually been consolidated. (Use 
the reverse side of this form if neccessary.) 
Na allowable will be assigned to the well until all interests have been consolidated (by communitization, 
unitization, forced-pooling, or otherwise) or until a non-standard unit, eliminating such interest, has been 
approved by the division. 

BottomholeJ Location i s 48cj' FNL & 2160' F^L Sec 21 
I l l 

This acreage dedicated to jthe subject welJj i s the NW/4 
NE/4 Sec (21, T23S, R31E 

JO' 

OPERATOR CERTIFICATION 
/ hereby certify that the 

information herein is true and 
complete to the b e s t o f my \ 
knowledge a n d belief. ! 

Printed Name 

Milton G r i f f i n 
PoaiUoB 
Operations Engineer 

Company 
Kaiser-Franc i s O i l Co. 

Data 

October 8, 1993 

-2160'-

SURVEYOR CERTIFICATION 
/ hereby certify that the 

well location shown on this plat 
was plotted from field notes of 
actual surveys made by me or 
under my supervision, and that 
the same is true ond correct 
to the best of my knowledge 
and belief. 

Oata Surveyed 
SEPTEMBER 3, 1993 

Signature and Seal af 
Profession el Surrey or 

Ceruflelto Na. 

LARRY V. BUSBY R.P.S. 111398 
V H P 



APPLICATION FOR PERMIT TO DRILL 
KAISER-FRANCIS OIL COMPANY 
Pure Gold *A" Federal No. 14 

Surface Location: 10' FSL I 2160' FEL Sec 16 
Bottomhole Location: 480' FNL & 2160' FEL Sec 21 

Eddy County, New Mexico 

In conjunction with Form 3160-3, Application for Permit to Drill, Kaiser-Francis 
Oil Company submits the following items of pertinent information in accordance 
with Onshore Oil & Gas Order Nos. 1 & 2, and with a l l other applicable federal 
and state regulations. 

1. The geologic surface formation i s Quaternary alluvium 
and other surficial deposits. 

2. The estimated tops of geologic markers are as follows: 

Delaware 4150' 
Bone Springs 8000' 
TD 8100' 

3. We do not anticipate encountering water, and o i l and gas 
formations are as follows: 

Delaware 

4. Proposed Casing Program: See Form 3160-3 and Exhibit A. 

5. Pressure Control Equipment: See Exhibit B. 

6. Mud Program: See Exhibit C. 

7. Auxiliary equipment: Blowout preventer. 

8. Testing, Logging, and Coring Programs: No DST's are 
anticipated. Approximately 25 rotary drilled sidewall 
wireline cores will be taken in various Delaware zones 
between 5900' to 7900'. Electric logs will consist of 
a Compensated Neutron/Litho Density w/Gamma Ray and 
Caliper and a Dual Laterolog. A Mudlogging unit will be 
used from 4150' to TD. 

9. No abnormal pressures, no abnormal temperatures and no 
H2S are expected. 

10. Anticipated starting date: As soon as possible. 



EXHIBIT A 
KAISER-FRANCIS OIL COMPANY 
Pure Gold "A* Federal #14 
Eddy County, Nev Mexico 

SUMMARY 

Drilling. Casing and Cementing Program 

1. Drill 17-1/2" hole to 700' and run 13-3/8% 48#, H40 casing. Use guide 
shoe on bottom joint vith a float insert 1 joint above the guide shoe. 
Run 1 centralizer per joint on bottom 3 joints. Cement vith 500 sx Class 
"C" • 2X CaCl + 1/4 pps Cello Flake lead cement followed by 200 sx Class 
"C* • 2X CaCl. Drop top plug and displace cement vith mud. 

2. Nipple up and install BOP's. Cement shall be allowed to stand 12 hours 
under pressure. After 24 hours test casing to 800 psi for 30 minutes and 
d r i l l out cement. After drilling the plug and below the casing seat, test 
again to 600 psi for 30 minutes. 

3. Drill 11" hole to 4070' and run a 8-5/8", 32#, J55 casing. Use guide shoe 
on bottom and a float collar 1 joint above the shoe. Use 1 centralizer 
per joint on bottom 5 joints and 5 other centralizers. Cement vith 800 sx 
Class C Lite (35:65:6) + 9.5 pps salt + 1/4 pps Celloflake lead cement 
followed by 200 sx Class C + IX KC1 + 5 pps salt. A Fluid Caliper will be 
run to determine the exact volume of cement required to circulate cement 
to the surface. 

4. Nipple up and install BOP's. Cement shall be allowed to stand 12 hours 
under pressure. After 24 hours test casing to 1000 psi for 30 minutes and 
d r i l l out cement. After drilling the plug and below the casing seat, test 
again to 1000 psi for 30 minutes. 

5. Go in hole with 7-7/8" bit • 6-1/4" x 30' non-magnetic d r i l l collar • <18) 
6-1/4" steel d r i l l collar. Drill 7-7/8" hole to KOP of 4200' and survey 
vith non-magnetic instrument at 4200'. POOH for angle building assembly. 

6. Go in hole with 7-7/8" bit + 6-1/2" slow-speed motor + 1-1/2" bent sub + 
6-1/4" x 30' non-magnetic d r i l l collar • 20 steel d r i l l collars. Orient 
tool face properly, deflect well bore toward proper direction. Start 
angle building run. Drill with this assembly building approximately 2-1/2 
degrees per 100 feet of hole in the proper direction until a maximum angle 
of 10 degrees 48 minutes i s obtained plus or minus to 6231' M.D. POOH for 
angle holding assembly. 

7. Go in hole with 7-7/8" bit + 6 point roller reamer + short d r i l l collar + 
3 point collar roller reamer + 6-1/4" non-mag d r i l l collar • 3 point 
roller reamer + 6-1/4" steel d r i l l collar • 3 point roller reamer + (20) 
6-1/4" d r i l l collars. D r i l l hole maintaining 10 degrees and 48 minutes to 
the TVD depth of 6632'. POOH for angle dropping assembly. 



8. Go in hole vith 7-7/8' bit • 6-1/4" non-magnetic d r i l l collar • 3 point 
roller reamer + (20) 6-1/4" steel d r i l l collars. Drill the hole dropping 
at 1-1/2 degrees per 100' deviation into the Bone Spring plus or minus 
7347.74' TVD. At this point you v i l l be vertical and you v i l l continue to 
d r i l l to a TVD of 8100*. 

9. Run 5-1/2", 17#, K55 casing vith a stage tool at approximately 6200'. Use 
a float shoe on bottom and a float collar 1 joint above the shoe. Use 1 
centralizer per joint on bottom 5 joints and as required across potential 
productive intervals. Cement the f i r s t stage vith 580 sx Class H + 
additives, and cement the second stage vith 690 sx Class C Lite (35:65:6) 
lead cement followed with 100 sx Class C neat. The exact volume to bring 
the cement top to 4000' will be determined after logging the well. 

10. Perforations and stimulation treatments will be determined after running 
electric logs and setting the 5-1/2" casing. 
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(December 1990) UNITED STATES 

SUBMIT IN n u r U C A T E * 

(Othrr Instructions en 
[ d « H aide) 

Form npprored. 
Dudget Dureeu No. 1004-0136 
Expires: December 31, 1991 

DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT 

DEPARTMENT OF THE INTERIOR 
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G. LSASS oeeioMATiox aa» itaiAL ao. 

NM38463 
APPLICATION FOR PERMIT TO DRILL OR DEEPEN 0. ir INDIAH, ALLorrse oa T S I S S NAWS 
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K I L L LAJ WILL 1 1 OTnCX 7.0 Kt UlJ ZONI 1 1 

S. t**M C* LAASB HAMA VOXHO 

Pure Gold B F e d e r a l 2. R A M I or oresAioa 

K a i s e r - F r a n c i s O i l Company 

S. t**M C* LAASB HAMA VOXHO 

Pure Gold B F e d e r a l 2. R A M I or oresAioa 

K a i s e r - F r a n c i s O i l Company B. Af1WBU.NO. 

7 3. A0otura<we>reLnnioHSMo. 

P . O . Rnx 21468. T u l s a , OK 74121-1468 

B. Af1WBU.NO. 

7 3. A0otura<we>reLnnioHSMo. 

P . O . Rnx 21468. T u l s a , OK 74121-1468 10. r i S L B AMD rOOL, OB WILDCAT 

West Sand Dunes 4. LOCATION or W E L L (Report location clearlj and la accordance wllh any Stale requirements.*) . 
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2100' F S L & 1600' F E L 
At proposed prod, n i t 

1988' FNL & 1834' F E L 

10. r i S L B AMD rOOL, OB WILDCAT 

West Sand Dunes 4. LOCATION or W E L L (Report location clearlj and la accordance wllh any Stale requirements.*) . 
At nuriACf! 

2100' F S L & 1600' F E L 
At proposed prod, n i t 

1988' FNL & 1834' F E L 

11. S B C . T.. ».. it,, oa BLB. 
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Sec 20, T23S, R31E 
14. DIRTAHCS IH MILSa AMD DIBBCTION raOH fllllllT TOWN OR TOST O m t l ' 

17 m i l e s E a s t from Loving 

12. COUNTT oa riaian 11. STATS 

Eddy NM 
10. DIBTANCI rsou raoruacn* - Q - . , 

LOCATION TO N I A B I B T 1 O J 4 
rsorrsTi oa L C A B I L I N E , rT. 
(Also to oeareat drlg. unit Hot. If anrl 514' 

13. DIBTANCI! raoM raoroaco LOCATION* 
TO Kr.AKBST W t U . , Dnll.I.INO. COMTLSTSO. 
o> Arrueo ros. OK tn i s LSASS, r r . 1 3 4 0 ' 
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10. rtioroaco orrTH 

8100' TVD 

17. NO. or Acaaa AasioHro 
TO Tina WSLL 

40 
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Rotary 
t l . S L B T A T I O N B (Show whether D F . UT. GR, etc.) 

3341' 
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2.1. 
P R O P O S E D C A S I N O AND C E M E N T I N G P R O O R A M 

sizt or noLC OKADS. sim or CUINO weieiir run rooT BCTT1KO D e m i OUANTITT Or CEHBHT 

17-1/2 13-3/8 48# 700 700 sacks C i r c u l a t e d 

11 8-5/8 32# 4070 1000 sacks C i r c u l a t e d 

7-7/8 5-1/2 17# 8100' TVD 1370 sacks t i e back @ l e a s t 
200" into 8-5/8" 

Stage tool @ 6200' 

1. nIRU Rotary. 
2. D r i l l 17-1/2" hole to 700' run S. set 13-3/8' surface csg & cmt v/700 sx. 
3. I n s t a l l 3000# BOP t. test to 600#. 
4. D r i l l 11* hole to 4070', run & set 8-5/8* intermediate csg & cmt v/1000 sx. 
5. Test csg to 1000*. 
6. D r i l l 7-7/8" hole to 8100' TVD & run electric logs. 
7. I f hydrocarbons are indicated, run f. set 5-1/2" csg 9 TD v/stage collar at 

6200' and cmt 1st stage v/580 sx & 2nd stage v/790 sx. 
8. RDM0 rotary, i n s t a l l wellhead, run cement bond log, perforate and stimulate 

for production. 

IN ADOVH STACP. DGSCRI0T! PROPOSED PROGRAM: It prope»al is to deepen, »lve data on preterit productive rone and proposed new productive lone. If proposal Ii lo drill or 
deepen directionally, give pertinent data on subsucfaec locations and measured and true vertical depths. Give blowout preventer program. If any. 

TiTt.r Operations Engineer „AT« 11-2-93 

(Till* space for Federal or Slnle offlce uar) 

rr.miiTNo APMIOVAL DAIT. 

Application approval docs not warrant or certify Hint the applicant holds legal or equlLable Utle to those riglts In tlie subject lose which would entitle lhe applicant lo conduct operauons thereon. 

CONDITIONS OP ArrHOVAL, IF ANYl 

ArrnovcDnv TITLE DATE 

*S«« Instfuctioni O n RtvefJt Side 

Tilt** f l ^ CV ".r-clir'n l ^ f l , m n U r - it n I i nny ^ n r i i n W nowinf-1 y rind w i l l f u l l y to mav*» tn nny »lr»pnt t*^~nt I\T np*"n«-y *>f ti l" 



PLAT SHOWING PROPOSED 
WELL LOCATION AND LEASE ROAD IN 
SECTION 20, T - 2 3 - S , R - 3 1 - E , N.M.P.M. 
EDDY COUNTY, NEW MEXICO 
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i u O m i t to tn< Appropr iate 

District Office 
Stole Leoae - « copies 
Fee Lease - 3 copier. 

DISTRICT I 
P. 0. Box 1980 
Hobbs, NM 88240 

DISTRICT TJ 
P. 0. Drower DD 
Artesia. NM 88210 

DISTRICT PI 
1000 Rio Brozos Rd 
Aztec. NM 87410 

Slate of New Mexico 
Energy, Minerals, and Natural Resources Department 

OIL CONSERVATION DIVISION 
P. 0. Box 2088 

Santa Fe, New Mexico 87504-2088 

WELL LOCATION AND ACREAGE DEDICATION PLAT 
All distances must be from the outer boundaries of the section. 

Form C-102 
Revised 1-1-69 

Operator 
KAISER - FRANCIS OIL COMPANY 

Lease 
PURE GOLD FEDERAL 'B' 

Well No. 

7 
Unit Letter 

J 
SecUoo 

20 
Tosmahin Ranfo 

23 SOUTH 31 EAST, N.M.P.M. 
County 

EDDY 
Actual Footace LocaUon of WeU 

2100 feet from Uie SOUTH line and 1600 feet from Lhe EAST line 
Ground Level Ur*. 

3341* 
Producing- FonnaUon 

Hral a u a r a 

Pool 
West Sand Dunes 40 Acres 

1. Outline the ocreage dedicated to the subject well by colored pencil or hachure marks on the plat below. 
2. If more than one lease is dedicated to the well, outline each ond identify the ownership thereof (both as 

to working interest ond royolty). 
3. If more thon one lease of different ownership is dedicated to the well, hove the interest of all the owners 

been consolidated by communitization, unitization, forced—pooling, etc.? 
O Yes • No If answer is "yes", type of consolidation 
If the answer is "no", list the owners and tract descriptions which have actually been consolidated. (Use 
the reverse side of this form if neccessory.) 
No allowable will be assigned to the well until oil interests have been consolidated (by communitization, 
unitization, forced—pooling, or otherwise) or until a non-standard unit, eliminating such interest, has been 
approved by the division. 

BHL 1988' FNL S 182j. '4' FEL 

2ioo' 

•1600' 

OPERATOR CERTIFICATION 
/ hereby certify that the 

information herein is true ond 
complete to the best of my 
knowledge and belief.. 

Printed Nine 

Milton G r i f f i n 

0 330 660 990 1320 1650 1980 2310 2640 2000 1500 1000 SOO 

Post Lion 

Operations Engineer 
Company 

K a i s e r - F r a n c i s O i l Co. 
Date 
November 2, 1993 

SURVEYOR CERTIFICATION 
/ hereby certify that the 

well location shown on this plat 
was plotted from field notes of 
actual surveys mode by me or 
under my supervision, ond that 
the same is true and correct 
to the best of my knowledge 
and belief. 

Date Surveyed 
SEPTEMBER 2. 19S3 

Slfnature and Seal of 
Professional Surveyor 

CerUncjU*-4ror^ 
LARRY W. BUSBY R.P.S. #11398! 

JOB #97699-/ 48 SE V.H.B. 

r - ' l - ' 



APPLICATION FOR PERMIT TO DRILL 
KAISER-FRANCIS OIL COMPANY 

Pure Bold "B» Federal No. #7 
Surface Location: 2100' FSL & 1600' FEL 

Bottomhole Location: 1988' FNL & 1834' FEL 
Eddy County, Nev Mexico 

In conjunction vith Form 3160-3, Application for Permit to D r i l l , Kaiser-Francis 
Oil Company submits the following items of pertinent information in accordance 
vith Onshore Oil & Gas Order Nos. 1 & 2, and vith a l l other applicable federal 
and state regulations. 

1. The geologic surface formation i s Quaternary alluvium 
and other su r f i c i a l deposits. 

2. The estimated tops of geologic markers are as fallows: 

Delaware 4150' 
Bone Springs 8000' 
TD 8100' 

3. We do not anticipate encountering vater, and o i l and gas 
formations are as follows: 

Delaware 

4. Proposed Casing Program: See Form 3160-3 and Exhibit A. 

5. Pressure Control Equipment: See Exhibit B. 

6. Mud Program: See Exhibit C. 

7. Auxiliary equipment: Blovout preventer. 

8. Testing, Logging, and Coring Programs: No DST's are 
anticipated. Approximately 25 rotary drilled sidewall 
wireline cores v i l l be taken in various Delaware zones 
betveen 5900' to 7900'. Electric logs v i l l consist of 
a Compensated Neutron/Litho Density v/Gamma Ray and 
Caliper and a Dual Laterolog. A Mudlogging unit v i l l be 
used from 4150' to TD. 

9. No abnormal pressures, no abnormal temperatures and no 
H2S are expected. 

10. Anticipated starting date: As soon as possible. 



EXHIBIT A 
KAISER-FRANCIS OIL COMPANY 
Pure Gold "B" Federal #7 
Eddy County, Nev Mexico 

SUMMARY 

Drilling, Casing and Cementing Program 

1. D r i l l 17-1/2" hole to 700' and run 13-3/8', 48#, H40 casing. Use guide 
shoe on bottom joint vith a float insert 1 joint above the guide shoe. 
Run 1 centralizer per joint on bottom 3 joints. Cement vith 500 sx Class 
»C" * 27. CaCl • 1/4 pps Cello Flake lead cement folloved by 200 sx Class 
•C" • 27. CaCl. Drop top plug and displace cement vith mud. 

2. Nipple up and in s t a l l BOP's. Cement shall be allowed to stand 12 hours 
under pressure. After 24 hours test casing to 600 psi for 30 minutes and 
d r i l l out cement. After drilling the plug and belov the casing seat, test 
again to 600 psi for 30 minutes. 

3. D r i l l 11" hole to 4070' and run a 8-5/8", 32f, J55 casing. Use guide shoe 
on bottom and a float collar 1 joint above the shoe. Use 1 centralizer 
per joint on bottom 5 joints and 5 other centralizers. Cement vith 800 sx 
Class C Lite (35:65:6) + 9.5 pps salt • 1/4 pps Celloflake lead cement 
followed by 200 sx Class C +• 17. KC1 * 5 pps salt. A Fluid Caliper will be 
run to determine the exact volume of cement required to circulate cement 
to the surface. 

4. Nipple up and in s t a l l BOP's. Cement shall be allowed to stand 12 hours 
under pressure. After 24 hours test casing to 1000 psi for 30 minutes and 
d r i l l out cement. After drilling the plug and belov the casing seat, test 
again to 1000 psi for 30 minutes. 

5. Go in hole vith 7-7/8" bit • 6-1/4" x 30' non-magnetic d r i l l collar • (18) 
6-1/4" steel d r i l l collar. D r i l l 7-7/8" hole to KOP of 4150' and survey 
with non-magnetic instrument at 4150'. POOH for angle building assembly. 

6. Go in hole vith 7-7/8" bit • 6-1/2" slov-speed motor + 1-1/2" bent sub • 
6-1/4" x 30' non-magnetic d r i l l collar * steel d r i l l collars. Orient tool 
face properly, deflect well bore tovard proper direction. Start angle 
building run. D r i l l vith this assembly building approximately 2 
degrees per 100 feet of hole in the proper direction until a maximum angle 
of 19 degrees 20 minutes i s obtained plus or minus to 5117' M.D. POOH for 
packed hole assembly. 

7. Go in hole vith 7-7/8" bit «• 6 point roller reamer + short d r i l l collar + 
3 point roller reamer + 6-1/4" non-magnetic d r i l l collar + 3 point roller 
reamer • 6-1/4" steel d r i l l collar + 3 point roller reamer + (20) 6-1/4" 
d r i l l collars. D r i l l hole maintaining 19 degrees 20 minutes deviation 
plus or minus 7600' TVD and continue to d r i l l to TD vith the same 
deviation to plus or minus 8100' TVD. 



Run 5-1/2", 17#, K55 casing irith a stage tool at approximately 6200'. Use 
a float shoe on bottom and a float collar 1 joint above the shoe. Use 1 
centralizer per joint on bottom 5 joints and as required across potential 
productive intervals. Cement the f i r s t stage vith 580 sx Class H * 
additives, and cement the second stage vith 690 sx Class C Lite (35:65:6) 
lead cement followed vith 100 sx Class C neat. The exact volume to bring 
the cement top to 4000' will be determined after logging the well. 

Perforations and stimulation treatments v i l l be determined after running 
electric logs and setting the 5-1/2' casing. 



ru'M oriw»iH>j rrcur'Uotu 
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EDDY COUNTY, NEW MEXICO 
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F o i m 3160-3 
(December 1990) UNITED STATES 

DEPARTMENT OF THE INTERIOR 

SUBMIT IN TTUrUCATE* 
(Other InMrurtlnne en 

referee side) 

Form approved. 
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Expiree: December 31, l9g i 

BUREAU OF LAND MANAGEMENT 
NM38463 

APPLICATION FOR PERMIT TO DRILL OR DEEPEN 
la . T i re or eorni 

DRILL (3 DEEPEN • 
b. T i n or W B L L 

OIL rrri OA* I — | BINOLS rrri WIILTITLB r—I 
Wtt.L l i i l WILL 1 1 OTniK IONS llU ZOIIB 1 1 

la. T i re or eorni 

DRILL (3 DEEPEN • 
b. T i n or W B L L 

OIL rrri OA* I — | BINOLS rrri WIILTITLB r—I 
Wtt.L l i i l WILL 1 1 OTniK IONS llU ZOIIB 1 1 

7. UKIT AoaaaHBBT KAMB 
la . T i re or eorni 

DRILL (3 DEEPEN • 
b. T i n or W B L L 

OIL rrri OA* I — | BINOLS rrri WIILTITLB r—I 
Wtt.L l i i l WILL 1 1 OTniK IONS llU ZOIIB 1 1 

8. rAAM oe LBAB HAMI\ wnu. HO. 

Pure Gold B F e d e r a l 2. MAM a or oraaAToa 

K a i s e r - F r a n c i s O i l Comoanv 

8. rAAM oe LBAB HAMI\ wnu. HO. 

Pure Gold B F e d e r a l 2. MAM a or oraaAToa 

K a i s e r - F r a n c i s O i l Comoanv B. AnwTAXNO. 

8 ' 3. u o u B t t O nunnmm. 

P . O . nny 21468. T u l s a . OK 74121-1468 

B. AnwTAXNO. 

8 ' 3. u o u B t t O nunnmm. 

P . O . nny 21468. T u l s a . OK 74121-1468 1 0 . r i B L O AND TOOL, OB W I L S C A T 

West Sand Dunes 4. LOCATION or waLL (Iteport location cleerlr and In accordance with eoj Stale requirement!.*) . 
At surface 

1950' F S L & 335' F E L 
At proposed prod, eene 

1957' FNL & 505' F E L 

1 0 . r i B L O AND TOOL, OB W I L S C A T 

West Sand Dunes 4. LOCATION or waLL (Iteport location cleerlr and In accordance with eoj Stale requirement!.*) . 
At surface 

1950' F S L & 335' F E L 
At proposed prod, eene 

1957' FNL & 505' F E L 

11. aac, T.. a., ». , oa B L K . 
AHO auarai oa ABBA 

Sec 20, T23S, R31E 
H . DINTAHCS in KiLaa AHO DIBBCTIOH raoH HSABBBT TOWN O* TOST orrica* 

17 m i l e s E a s t from Loving 

12. COUHTI oa r i n s n i s . BTATB 

Eddy NM 

0 . LXA 

LOCAT ION TO K I 1 I I I T 
r e o r t B T T oa LCARB L I N C , r r . 
( A l i o to nearest d r l g . u n i t l loe , I f « n j - | 505* 

13. D I S T A N C E r a o M i n o i o R i r . L O C A T I O N * 
TO K K A H B S T »c t . i . . naiLi . iNo. C O . U T L I T I D . 
oa A r r u t o ro«. ON t n i a LSASS, r r . 1350' 

_6ACL 
10. i'Rt>roaio oerTii 

8100' TVD 

TO T i l l * W B L L 

40 
2 0 . ROTA B I OB CAB LB TOOLS 

Rotary 
21. ILBTATIONS tSbow whether OF. RT, GIL. etc.) 

3348' 
22. Arrnos. DATE woaa WILL START* 

2.1. 
PROPOSED CASING AND CEMENTINO PROGRAM 

size or noLC OUADtX SI2S Of CASINO W S I O I I T TCR JfOOT RSTTISO oerTii Q U A N T I T Y O r C B H X H T 

17-1 /2 13-3/8 48# 700 700 sacks C i r c u l a t e d 

11 8-5/8 32# 4070 1000 sacks C i r c u l a t e d 

7-7 /8 5-1/2 17# 8100' TVD 1370 sacks t i e back @ l e a s t 
200' into 8-5/8" 

Stage tool @ 6200' 

1. MIRU Rotary. 
2. D r i l l 17-1/2" hole to 700' run &. set 13-3/8" surface csg f. cmt v/700 sx. 
3. I n s t a l l 3000# BOP & test to 600#. 
4. D r i l l 11" hole to 4070', run h set 8-5/8" intermediate csg &. cmt v/1000 sx. 
5. Test csg to 1000#. 
6. D r i l l 7-7/8" hole to 8100' TVD & run electric logs. 
7. I f hydrocarbons are indicated, run & set 5-1/2" csg 9 TD v/stage collar at 

8200' and cmt 1st stage v/580 sx & 2nd stage v/790 sx. 
8. RDM0 rotary, i n s t a l l wellhead, run cement bond log, perforate and stimulate 

for production. 

IN AJ30VG STACH DGSCRinn PROPOSED r l lOGRAM: If prrjfKwsl !• lo deepen, give dala on present productive tone And propoted new productive zone. If proposal Is to dri l l or 
deepen dircctjonnily, give pertinent data on subsurface locations an j measured and true vertical depths. Give blowout preventer program. It any. 

TITI.E O p e r a t i o n s E n g i n e e r DATR 1 1 - 2 - 9 3 

( T h l « "pace fo r Federnl or S la te office use) 

r ra .MiT xo . ArrnovAL DATT . 

Application approval does not warrant or certify Ihat (lie applicant holds legal or enuiLible title lo these riglii In lite lubjett Icne wlilch would entitle lhe applicant lo conduct reieratioru Ihereoa 

CONOmONS Of ArrROVAL. If ANY: 

ATPROvT.O 0Y TITLE DA1E 

*See Injltuclioni On Reverie Side [pQ 
T i t l ^ I rt I T . S . p , S r r t ! f . n 1 P 0 1 ( n i f t l e " : i l « r i i m r - f o r " M J * p r r r n n V t i " , v Inr* l v n m l • v i l l f ' t H r t n m n V r t n nny ' I r p f l t f ^ f M l nf n ( . i . i i r r n f Mf» 



Submit to thc Appropriate 
District Office -
Stole Loose - * copies 
Fee Lease - 3 copies 

DISTRICT I 
P. 0. Box 1980 
Hobbs. NM 88240 

DISTRICT II 
P. 0. Grower DO 
Artesia. NM 88210 

DISTRICT HI 
1000 Rio Brozos Rd 
Aztec. NM 87410 

State of New Mexico 
Energy, Minerals, and Natural Resources Department 

OIL CONSERVATION DIVISION 
P. 0. Box 2088 

Santa Fe. New Mexico B7504-2088 

WELL LOCATION AND ACREAGE DEDICATION PLAT 
All distonces must be f rom the outer boundaries of the section. 

Form C-102 
Revised 1 - 1 - 8 9 

Operator 
KAISER - FRANCIS OIL CDMPANY 

Leaae 

PURE GOLD FEDERAL 'B' 
Well No. 

8 
Unit Letter 

I 
SeeUon 

20 
Township Ranfe 

23 SOUTH 31 EAST, N.M.P.M. 
County 

EDDY 
Actual rootage LocaUon of Wall 

1850 feat from the SOUTH line end 335 feat f rom the EAST line 
Ground Level lloe. 

3348 ' 
Producing FormaUoa 

Delaware 
Pool 

West Sand Dunes AO. Acres 

1. Outline the acreage dedicated to the subject well by colored pencil or hochure marks on the plat below. 
2. If more than one lease is dedicated to the well, outline each and identify the ownership thereof (both os 

to working interest and royalty). 
3. If more than one lease of different ownership is dedicoted to the well, hove the interest of all the owners 

been consolidated by communi t izat ion, unit izat ion, forced—pooling, etc.? 
Q Yes D No^ If answer is " y e s " , t ype of c o n s o l i d a t i o n 
If the answer is " no " , list the owners ond t ract descriptions which have actually been consolidated. (Use 
the reverse side of this fo rm if neccessory.) 
No allowable will be assigned to the well until all interests hove been consolidated (by communi t izat ion, 
unitization, forced—pooling, or otherwise) or until a non—stondard unit, eliminating such interest, has been 
approved by the division. 

BHL 1950' {NL S 505' FEL 
r 

JJ5' 

1950' 

Company 

K a i s e r - F " annis Oil Cn. 
Dale 

November 2, 1993 

330 660 990 1320 1650 1980 2310 2640 2000 1500 1000 500 

OPERATOR CERTIFICATION 
/ he reby ce r t i f y that the 

i n f o r m a t i o n he re in i s t rue a n d 
c o m p l e t e to t h e b e s t o f m y 
knowledge a n d bel ief . „ 

Printed Name / ' 

Mi Tton G r i f f 
PoeiUon 
Operations Engineer 

SURVEYOR CERTIFICATION 
/ hereby certify that the 

well location shown on this plat 
was plotted from field notes of 
actual surveys made by me or 
under my supervision, and that 
the same is true and correct 
to the best of my knowledge 
and belief. 

Date Surveyed 
SEPTEMBER 2. 1993 

Signature and Seal of 
Professional Surveyor 

CerUn^a^Jror 3 -

URRYW. BUSBY R.P.S. #11398 
JOB | 9 7 7 0 1 / 48 SE V.H.B. 



APPLICATION FOR PERMIT TO DRILL 
KAISER-FRANCIS OIL COMPANY 
Pure Gold "B" Federal No. #8 

Surface Location: 1950' FSL & 335' FEL 
Bottomhole Location: 1957' FNL & 505' FEL 

Eddy County. Nev Mexico 

In conjunction vith Form 3160-3, Application for Permit to D r i l l , Kaiser-Francis 
Oil Company submits the folloving items of pertinent information in accordance 
vith Onshore Oil & Gas Order Nos. 1 & 2, and vith a l l other applicable federal 
and state regulations. 

1. The geologic surface formation i s Quaternary alluvium 
and other su r f i c i a l deposits. 

2. The estimated tops of geologic markers are as follovs: 

Delavare 4150' 
Bone Springs 8000' 
TD 8100' 

3. We do not anticipate encountering vater, and o i l and gas 
formations are as follovs: 

Delavare 

4. Proposed Casing Program: See Form 3160-3 and Exhibit A. 

5. Pressure Control Equipment: See Exhibit B. 

6. Mud Program: See Exhibit C. 

7. Auxiliary equipment: Blovout preventer. 

8. Testing, Logging, and Coring Programs: No DST's are 
anticipated. Approximately 25 rotary drilled sidevall 
vireline cores v i l l be taken in various Delavare zones 
betveen 5900' to 7900'. Electric logs v i l l consist of 
a Compensated Neutron/Litho Density v/Gamma Ray and 
Caliper and a Dual Laterolog. A Mudlogging unit v i l l be 
used from 4150' to TD. 

9. No abnormal pressures, no abnormal temperatures and no 
H2S are expected. 

10. Anticipated starting date: As soon as possible. 

I ^ 



EXHIBIT A 
KAISER-FRANCIS OIL COMPANY 
Pure Gold "B" Federal #8 
Eddy County, New Mexico 

SUMMARY 

Drilling, Casing and Cementing Program 

1. D r i l l 17-1/2" hole to 700' and run 13-3/8*, 48#, H40 casing. Use guide 
shoe on bottom joint with a float insert 1 joint above the guide shoe. 
Run 1 centralizer per joint on bottom 3 joints. Cement with 500 sx Class 
"C" + 27. CaCl • 1/4 pps Cello Flake lead cement followed by 200 sx Class 
"C" • 27. CaCl. Drop top plug and displace cement with mud. 

2. Nipple up and i n s t a l l BOP's. Cement shall be allowed to stand 12 hours 
under pressure. After 24 hours test casing to 600 psi for 30 minutes and 
d r i l l out cement. After drilling the plug and below the casing seat, test 
again to 600 psi for 30 minutes. 

3. Dr i l l 11" hole to 4070' and run a 8-5/8", 32i, J55 casing. Use guide shoe 
on bottom and a float collar 1 joint above the shoe. Use 1 centralizer 
per joint on bottom 5 joints and 5 other centralizers. Cement with 800 sx 
Class C Lite (35:65:6) + 9.5 pps salt + 1/4 pps Celloflake lead cement 
followed by 200 sx Class C + IX KC1 + 5 pps salt. A Fluid Caliper will be 
run to determine the exact volume of cement required to circulate cement 
to the surface. 

4. Nipple up and i n s t a l l BOP's. Cement shall be allowed to stand 12 hours 
under pressure. After 24 hours test casing to 1000 psi for 30 minutes and 
d r i l l out cement. After drilling the plug and below the casing seat, test 
again to 1000 psi for 30 minutes. 

5. Go in hole with 7-7/8" bit * 6-1/4" x 30' non-magnetic d r i l l collar • (18) 
6-1/4" steel d r i l l collar. D r i l l 7-7/8" hole to KOP of 4150' and survey 
vith non-magnetic instrument at 4150'. POOH for angle building assembly. 

6. Go in hole with 7-7/8" bit + 6-1/2" slow-speed motor + 1-1/2" bent sub • 
6-1/4" x 30' non-magnetic d r i l l collar + steel d r i l l collars. Orient tool 
face properly, deflect well bore toward proper direction. Start angle 
building run. D r i l l with this assembly building approximately 2 
degrees per 100 feet of hole in the proper direction until a maximum angle 
of 22 degrees 12 minutes i s obtained plus or minus of 5260' M.D. POOH for 
packed hole assembly. 

7. Go in hole with 7-7/8" bit + 6 point roller reamer • short d r i l l collar • 
3 point roller reamer • 6-1/4" non-magnetic d r i l l collar + 3 point roller 
reamer + 6-1/4" steel d r i l l collar + 3 point roller reamer • (20) 6-1/4" 
d r i l l collars. D r i l l hole maintaining 22 degrees 12 minutes deviation 
plus or minus 7600' TVD and continue to d r i l l to TD with the same 
deviation to plus or minus 8100' TVD. 



Run 5-1/2*, 17#, K55 casing with a stage tool at approximately 6200'. Use 
a float shoe on bottom and a float collar 1 joint above the shoe. Use 1 
centralizer per joint on bottom 5 joints and as required across potential 
productive intervals. Cement the f i r s t stage with 580 sx Class H + 
additives, and cement the second stage with 690 sx Class C Lite (35:65:6) 
lead cement followed with 100 sx Class C neat. The exact volume to bring 
the cement top to 4000' will be determined after logging the well. 

Perforations and stimulation treatments will be determined after running 
electric logs and setting the 5-1/2" casing. 



F o m 3160 3 
(ttcccmbc. 1990) UNITED STATES 

DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT 

suourr w T1UPUCAT»:• 
(Otbrr Inetrurllnna on 

reteras side) 

Konn approved. 
Budget Oureeu No. 1004-0136 
Expires: December 3l, 1991 

APPLICATION FOR PERMIT TO DRILL OR DEEPEN 
1*. T i n or i ro iK 

b. Tire or WILL 

WILL GD 

DRILL GO 

• 

DEEPEN • 

oAa 
W I L L 

einoi .s 
zone 

M l l l . T l r L I 
I O N I • 

1. RiMt or oriiAToi 

Kaiser-Francis Oi l Company 
1. AoosnaMsmarmwHO. 

P.O. Rnx 21468. Tulsa , PK 24121^1468. 
i . L O C A T I O N o r W I L L (Report location dear ly and la sccordaaee with any B u t e req.ulrtmr.nli.*) 

At surface 

10* FSL & I960' FEL 
At proposed prod, soae 

667' FNL & 1800' FEL 
H . DlflTAMCS IH MIL I I AKO 01IICTIOM r»OM HIABIST TOWN OK TOOT Orr lCB* 

17 miles East from Loving 

S. L t i S t DS1IUNATI0H IMP I S S U L SO. 

NM38463 
0. i r INDIA)), ALLOTTI 

7. U N I T l o i s i M s s T KAxa 

8. fAJUJ 0* ULUS HAMS, WOLL HO. 

Pure Gold B Federal 
9. ArtWBLLIIO. 

9 
10. r i l L D AMD root . Oa WILDCAT 

West Sand Dunes 

A « D a u a r a i oa A S S A 

S e c 2 0 , T 2 3 S , R31E 
12. C O U H T I oa rAaian 

Eddy 
11. STATI 

NM 

667' 
10. O U T A H C I raoM r i o m a i a * 

LOCATION 10 K t l S t S T 
r i o r s i T i oa L C A I B L I H I , r r . 
I A l s o j o aearest drlg. uotl l ine. It eny) O O ' 

I S . oiaTAHt'i r a o u i-aoi-oafo L O C A T I O N * " 
TO KCASI3T WCI.I., paiLLINO, CUHrL IT ID . 
oa Arruaa ro*. ex r n i a L S A S S . r r . 160' 

I S . HO. or Acasa IN L I A S I 

.640. 
10. I'Hoi'oaco D e r m 

8100' TVD 

IT . NO. o r Acaaa Aaaionso 
TO THIS WILL 

40 
20. aoTAar oa O I L S T O O L S 

Rotary 

21. IMITATIONS (Show worth rr DF. RT, CR. 

3337' 

22. Arraox. O A T I woaa W I L L B T A I T * 

23. 
P R O P O S E D C A S I N O AND C E k l E H T l N Q P R O G R A M 

SIX ! or I IOLI 

17-1/2 
11 

7-7 /8 

a HAD a. sizaorcrUifHi 

13-3/8 
8-5 /8 

5-1/2 

» S I O I I T I'ca rooT 

48tt 
32» 

17# 

SSTTISO DXTTII 

700 
4070 

8100' TVD 

QUANTITY Or CEMINT 

700 sacks Circulated 
1000 sacks Circulated 

1370 sacks t i e back @ least 
200' into 8-5/8" 

Stage tool <§ 6200' 

1. MIRU Rotary. 
2. D r i l l 17-1/2' hole to 700' run I set 13-3/8" surface csg & cmt v/700 sx. 
3. I n s t a l l 30001 BOP &. test to 6001. 
4. D r i l l 11" hole to 4070', run & set 8-5/8" intermediate csg & cmt w/1000 sx. 
5. Test csg to 10001. 
6. D r i l l 7-7/8" hole to 8100' TVD t. run electric logs. 
7. I f hydrocarbons are indicated, run & set 5-1/2* csg 9 TD v/stage collar at 

6200' and cmt 1st stage .7580 sx i 2nd stage w/790 sx. 
8. RDHO rotary, i n s t a l l wellhead, run cement bond log, perforate and stimulate 

for production. 

IN AI10VE SPACP. DGSCRMG ritOPOSEI) FftOORAM: If propoaal Ii lo deepen, give data oo present productive lone and proposed new productive xone. It proposal U lo drill or 
deepen directionally, give peilinc>« dais on tuUtuiface location* and measured and true vertical depths, Oive blowout preventer program. If any. 

niurtr.i, r f 2Dsrii£iQns_J2n{]i.ne£r. 12-6-93 

(T i l ls space for Federal or State office uar) 

AIM K O l AL O A l It . r e s J U T xo .. 

Appllcallon aprrovol docs not warrant or certify llut U K applicant Iwlds legal or equitable Lille lo l i n e rlglts In (lie aulijrct leaae which would enlille Uie applicant lo conduct operation, llierron. 

CONDITIONS or ArraovAi. ir ANYI 

Arraovco o r . 

*S«« Imtiuclioni On Rtvtnc Sidt 
T i t l e I d 1 1 . S . C . S e c t i o n 1001 , m * k e » l l a c r i m e for nny p e r s o n knnwlnp.ly ani l w i l l f u l l y \ n make to nny •lrr>artn%"nl n, n p ' n r y of \ h r 
t J •> 11-'I S l a t e s nny f n l a e , ( l e i i i i o u s nr I rnu i lu lcn l s ( a l c m i : i i i a or r c p i c s e n t a l l o n s a s to any m a i l e r w i l l i i n | (« j n r i * i l i r l l n n . 



lJLAI bHUWINU PKUPUStU 
WELL .LOCATION AND LEASE ROAD IN 
SECTION 17 St 20, T -23 -S , R-31-E, N.M.P.M. 
EDDY COUNTY, NEW MEXICO 

i . / . m i n i . I . 

Kaiser-Francln Oil Co. 
Pure Gold "B" Fed. »9 
E M y C o u n t y , NH 

18 

19 

$3 
•a i3 

19 
na BRASS CAP 

>30 

(EAST - OLQ. - 2833 73) 
(S sssirx' e - UTAS. - 2132.44-) 

- (EAST - C LO. - 2833 73') 
(N B9SS'2g' E - UEAS. - 2639.90) 

KAISER-FRANCIS OIL COMPANY 
PURE COLO ~B" FEDERAL /9 
GROUND ELEVATION : JJJ7' 

20 

29 
(WtSI - 6.1.0. - 5269.44) 

(M B9S7-50- W - UCAS. - S27XBV) 

P L A N V I E W 
1" = l O O O ' 

400-
(\ JJJ3-

r" A 

sccnoN LINE 

exame 
LEASE RLVD 

cxisnnc PAD 

-J 

D E T A I L V I E W 
1" = lOCV 

20 

29 

21 

28 

• 200-

"> \ PROPOSED 
'HELL LOCATION 

ELLV. ; JJJ7' 

SECTION tne 

400-

KAISER - FRANCIS OIL COMPANY 
ODESSA, TEXAS 

SCALE: AS SHOWN KAISER - FRANCIS OIL COMPANY 
ODESSA, TEXAS 

DATE: NOVEMBER 22, 1993 
NO. REVISION DATE BY 

KAISER - FRANCIS OIL COMPANY 
ODESSA, TEXAS JOB NO.: 30342 

SURVEYED BY: R.R. SURVEYING ANO HAPPING BY 

TOPOGRAPHIC LAND SURVEYORS 
MIDLAND, TEXAS 

48 SE DRAWN BY: V.H.B. 

SURVEYING ANO HAPPING BY 

TOPOGRAPHIC LAND SURVEYORS 
MIDLAND, TEXAS 

48 SE 
APPROVED. BY; V.L.B. 

SURVEYING ANO HAPPING BY 

TOPOGRAPHIC LAND SURVEYORS 
MIDLAND, TEXAS SHEET : 1 OF 1 

lo Cj 



Kaiser-Francis UL! Co. 
Pure Gold "B" Fed. 19 
Eddy County, MM 

VERTICAL PROJECTION 
SCALE i ' - 564* 

s 12* 29* 38" E 

KAISER-FRANCIS OIL COMPANY 
PURE GOLD " B " FIELD 

SECTION 20. T 23 S-R 31 E. 
PROPOSED WELL NO. B-9 
EDDY COUNTY, NEW MEXICO 

4000 
HORIZONTAL PROJECTION 

SCALE 1' - 169' 

4500 

5000 

5144.17 

5500 

6000 

6200.00 

6500 

7000 

7430.40 
7500 

8000 
8100.00 
TVD 

4250* KOP 

UP at 2 00' 

SURFACE LOCATION CALLS: 
10* FSL -^950.00'FEL (SEC. 17) 

5159' 18* i l ' ^ 
TARGET - 6200* TVO 
480.00' FNL - 1800.00' FEL (SEC. 20) 
490.00' SOUTH 12 29' 38' EAST 

PROPOSED B.H.L.- 8100* TVD 

-150 

SEC. 17 

SUR.QLOC. igo 

SEC. 20 

5144.17' 

in 

666.95' FNL - 1800.00' FEL (SEC. 20) 
693.37' S 12 29' 38" E OF SUR. LOCATION w 

<-

(490.Of V < < ? C H 
502"!^ r " 6311 ' 18 11' 

NOTE: 
HARDLINE3 ARE 180* NORTH 
AND 150' EAST OF TARGET. 

DOWN at i ' 30' 

-150 

-150 

-300 

4̂50 
6200.001 ^ 

500 

7430.40' 

693.37* <> 7523' 0 00* 

693.37* 

BHL 

150 
-750 

500 

8193* 0* 00' 

1000 



Submit io tho *ppropriat< 
Oittriet Office 
Slot* i*ot« • - 4 copiet 
re* Leo** - '3 copie* 

DISTRICT I 
P. 0. Box' 1980 
Hobbs, NM 88240 

DISTRICT II 
P. 0 . Orower DD 
Artesio, NM 88210 

DISTRICT III 
1000 Rio Brazos Rd 
Aztec, NM 87410 

State of New Mexico 
Energy, Minerals, and Natural Resources Department 

OIL CONSERVATION DIVISION 
P. 0. Box 2088 

Santa Fe, New Mexico 87504-2088 

WELL LOCATION AND ACREAGE DEDICATION PLAT 
All distances must be f rom the outer boundaries of the section. 

Form C-102 
Rcvieed 1-1-89 

Operator 
KAISER - FRANCIS DIL COMPANY 

Leei* 
PURE GOLD 'B ' FEDERAL 

Veil No. 

9 
UoJl Utter 

0 
Section 

17 
Township Rang* 

23 SOUTH 31 EAST, N.M.P.M. 
County 

EDDY 
Actual f o o U « * Location of V*U 

10 feet from tha S O U T H 
Cround Level He*. 

3337' 

line and 1960 feet from th* EAST Un* 
Producing FormaUoa Pool 

W. Sand Dunes 40 Aorea 

1. Outline the acreage dedicated to the subject well by colored pencil or hachure marks on the plat below. 
2. If more than one lease is dedicated to the well, outline each and identify the ownership thereof (both as 

to working interest and royalty). 
3. If more than one lease of different ownership is dedicated lo the well, have the interest of all the owners 

been consolidated by communit izat ion, unit ization, forced—pooling, etc.? 
D Yes • No If answer is " y e s " , type of c o n s o l i d a t i o n . 
If the answer is "no " , list the owners and tract descriptions which have actually been consolidated. (Use 
the reverse side of this form if neccessary.) 
No allowable will be assigned lo the well until all interests hove been consolidated (by communi l izot ion, 
unitization, forced-pool ing, or otherwise) or until a non-s tandard unit, eliminating such interest, has been 
approved by the division. 

1 I 

Bottomhole Locations 667' FNL S If j00' FEL 

I I 
The[acreage dedicated to t h i s well 
NW/j NE/4 Sec 20, Tp3S, R31E 

'is the 

J j j 

! ! 4—1960' 

330 WO 990 1320 1850 1980 ?310 o«M4 n i . 

OPERATOR CERTIFICATION 
/ hereby certify that the 

information herein is true ond 
complete to the best of my 
knowledge and belief. 

Printed Name 

Milton' G r i f f i n 
Poellion 

Operations Engineer 
Company 

y j j c o r - F r a n r i c f i l l f n . 
Dale 

December 6, 1993 

SURVEYOR CERTIFICATION 

/ hereby cer t i f y that the 
welt location shown on this p la t 
was p l o t t e d f r o m f ie ld notes o f 
a c t u a l surveys m o d e b y m e o r 
under m y supervision, a n d that 
t h e s a m e i s t rue a n d co r rec t 
to t he b e s t o f m y knowledge 
a n d belief. ^. _. „ . 

" "ST Date 3urT*rea> 

NpVEMtffeR '22,, 1,003 
Strnetuc* and Seal of 
Profciafode, 



APPLICATION FOR PERMIT TO DRILL 
KAISER-FRANCIS OIL COMPANY 

Pure Gold *B" Federal No. #9 
Surface Location: 10' FSL & I960' FEL 

Bottomhole Location: 667' FNL & 1800' FEL 
Eddy County, New Mexico 

In conjunction with Form 3160-3, Application for Permit to Dr i l l , Kaiser-Francis 
Oil Company submits the following items of pertinent information in accordance 
vith Onshore Oil & Gas Order Nos. 1 & 2, and vith a l l other applicable federal 
and state regulations. 

1. The geologic surface formation i s Quaternary alluvium 
and other surfic i a l deposits. 

2. The estimated tops of geologic markers are as follovs: 

Delavare 4150' 
Bone Springs 8000' 
TD 8100' 

3. We do not anticipate encountering vater, and o i l and gas 
formations are as follovs: 

Delavare 

4. Proposed Casing Program: See Form 3160-3 and Exhibit A. 

5. Pressure Control Equipment: See Exhibit B. 

6. Mud Program: See Exhibit C. 

7. Auxiliary equipment: Blovout preventer. 

8. Testing, Logging, and Coring Programs: No DST's are 
anticipated. Approximately 25 rotary drilled sidevall 
vireline cores v i l l be taken in various Delavare zones 
betveen 5900' to 7900'. Electric logs v i l l consist of 
a Compensated Neutron/Litho Density v/Gamma Ray and 
Caliper and a Dual Laterolog. A Mudlogging unit v i l l be 
used from 4150' to TD. 

9. No abnormal pressures, no abnormal temperatures and no 
H2S are expected. 

10. Anticipated starting date: As soon as possible. 



EXHIBIT A 
KAISER-FRANCIS OIL COMPANY 
Pure Gold "B" Federal #9 
Eddy County, New Mexico 

SUMMARY 

Drilling, Casing and Cementing Program 

1. D r i l l 17-1/2" hole to 700' and run 13-3/8*, 48#, H40 casing. Use guide 
shoe on bottom joint vith a float insert 1 joint above the guide shoe. 
Run 1 centralizer per joint on bottom 3 joint.Si Cement vith 500 sx Class 
"C" • 2X CaCl • 1/4 pps Cello Flake lead cement folloved by 200 sx Class 
"C" + 27. CaCl. Drop top plug and displace cement vith mud. 

2. Nipple up and in s t a l l BOP's. Cement shall be alloved to stand 12 hours 
under pressure. After 24 hours test casing to 600 psi for 30 minutes and 
d r i l l out cement. After drilling the plug and belov the casing seat, test 
again to 600 psi for 30 minutes. 

3. D r i l l 11" hole to 4070' and run a 8-5/8", 32#, J55 casing. Use guide shoe 
on bottom and a float collar 1 joint above the shoe. Use 1 centralizer 
per joint on bottom 5 joints and 5 other centralizers. Cement vith 800 sx 
Class C Lite (35:65:6) + 9.5 pps salt + 1/4 pps Celloflake lead cement 
folloved by 200 sx Class C + IX KC1 + 5 pps salt. A Fluid Caliper v i l l be 
run to determine the exact volume of cement required to circulate cement 
to the surface. 

4. Hippie up and i n s t a l l BOP'B. Cement shall be alloved to stand 12 hours 
under pressure. After 24 hourB test casing to 1000 psi for 30 minutes and 
d r i l l out cement. After drilling the plug and belov the casing seat, test 
again to 1000 psi for 30 minutes. 

5. Go in hole vith 7-7/8" bit • 6-1/4" x 30' non-magnetic d r i l l collar • (18) 
6-1/4" steel d r i l l collar. D r i l l 7-7/8" hole to KOP of 4250' and survey 
vith non-magnetic instrument at 4250'. POOH for angle building assembly. 

6. Go in hole vith 7-7/8" bit + 6-1/2" slov-speed motor • 1-1/2" bent sub • 
6-1/4" x 30' non-magnetic d r i l l collar • 20 steel d r i l l collars. Orient 
tool face properly, deflect veil bore tovard proper direction. Start 
angle building run. D r i l l vith this assembly building approximately 2 
degrees per 100 feet of hole in the proper direction until a maximum angle 
of 18 degrees 11 minutes i s obtained plus or minus to 6311' M. D. POOH for 
angle dropping assembly. 

7. Go in hole vith 7-7/8" bit + 6-1/4" non-mag d r i l l collar • 3 point roller 
reamer + 6-1/4" steel d r i l l collar + 3 point roller reamer • (20) 6-1/4" 
d r i l l collars. D r i l l hole dropping at 1.5 degrees per 100' to the TVD 
depth of 7430.40' at this point you v i l l be vertical and v i l l continue to 
d r i l l to a TVD depth of 8100'. 



8. Run 5-1/2", 171, K55 casing with a stage tool at approximately 620(8'. Use 
a float shoe on bottom and a float collar 1 joint above the shoe. Use 1 
centralizer per joint on bottom 5 joints and as required across potential 
productive intervals. Cement the f i r s t stage vith 580 sx Class H *• 
additives, and cement the second stage vith 690 sx Class C Lite (35:65:6) 
lead cement folloved vith 100 sx Class C neat. The exact volume to bring 
the cement top to 4000' v i l l be determined after logging the veil. 

9. Perforations and stimulation treatments v i l l be determined after running 
electric logs and setting the 5-1/2" casing. 



'rf * 

F o i a 3149-3 
( D c c c a b c r 1990) UNITED STATES 

DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT 

SUBMIT IH TTUrUCATE* 
(Other Inatrarttone oa 

i t w n alet) 

Form approvod. 
Budget B u r e a o No. 1 0 0 4 - 0 1 3 6 
E x p i r e e : D e c e m b e r 31 , 1991 

S. u i 

NM38463 
APPLICATION FOR PERMIT TO DRILL OR DEEPEN 0. i r I F I B I A * , A L L O T T B 

t a . T t r a or w o e * 

k. T i r a o r w a u . 
DRILL H DEEPEN • I . O R R 

01b 
war, OAB 

W I L I . • 
• 1 no L l rtri Hin.TirLa r—1 
tone l_l t o n * I I 6. fAJLM OK LAASB HAMB, " U . NO. 

Pure Gold B Federal 
Xa<«i«.r-c»raneis Oil Company ». An WBU.NO. 

10 
P n . Bn» 21468 . T u l s a . OK 7 4 1 2 1 - 1 4 6 8 

e. L O C A T I O N or e i u (Report locatlea dear ly and l a aecordaac* «1U daace with ear state requlrcaseata.*) 
A t aarfaee 

Surface: 10' FSL & 145" FWL Sec 16 
A t pre paced pre*, t e a * 

Bottomhole: 480' FNL s 480' FEL Sec 20 

ID. raw aao root , oa W I L O M X 

West Sand Dunes 
11. I B C r_ 1 , a t , oa aitju 

AMIO a u a r a i oa Aaa A 

Sec 20, T23S, R31E 
14. O I H T A I I C B IM MiL*a Aaa B I B B C T I O N raoM NaAaaaT TOsrn oa roaT o r r i c a * 12. C O O B T I O B r a a i a n 

17 miles East from Loving Eddy 
1 1 . BTATB 

NM 
oiaTADCi raou raoruaao* 4 8 0 1 

LOCATIOM TO NBABBBT 
r a o r e i T i oa L C A B B u n a . r r . 
( A l a * ta aeareef drlf . Belt l lae. If aar> 4 8 0 ' 

T J . D I B T A H C C rabM reoroaeo L O C A T I O N * 
T O K B A B B S T W B L U oeiu- ine, coxr i—rap . 
oe AT r u e * roa. en r n i a H A B B , r r . 1450' 

I S . no. or Acaaa IH L X A B B 

640 
10. raoroaco D e m i 

8100" TVD 

17. NO. or Acaaa Aaaiaaao 
T O T ina w i u 

40 
20. B O T A B I oa C A B L B TOOLa 

Rotary 
11. B L B T A T M H B ISbow whether O F . R T , CR. etc.) 

3352' 
22. Ar rao i . B A T B woaa W I L L B T A B T * 

33. 
P R O P O S E D CASINO ANO C E M E N T I N Q PROGRAM 

aixc or n o n 

17-1/2 
11 

7-7/8 

o u s t « a or ovswo 

13-3 /8 
8-5 /8 

5-1/2 

weioi iT rea roor 

48# 
32# 

17# 

eeTTi.te D e m i 

700 
4070 

8100' TVD 

QUAMTITT or CIMIDT 

700 sacks Circulated 
1000 sacks Circulated 

1370 sacks tie back @ least 
200' into 8-5/8" 

Stage tool @ 6200' 

1. MIRU Rotary. 
2. Drill 17-1/2" hole to 700' run 1 set 13-3/8" surface csg & cmt v/700 sx. 
3. Install 3000# BOP & test to 600#. 
4. Drill 11" hole to 4070', run & set 8-5/8" intermediate csg I cmt w/1000 sx. 
5. Test csg to 1000#. 
6. Drill 7-7/8" hole to 8100' TVD & run electric logs. 
7. If hydrocarbons are indicated, run & set 5-1/2" csg 9 TD v/stage collar at 

6200' and cmt 1st stage v/580 sx I 2nd stage v/790 sx. 
8. RDH0 rotary, install wellhead, run cement bond log, perforate and stimulate 

for production. 

'I 

IH ADOVCSrACP.DCSCB.ini l n t O r O S E n PROGRAM: If prope" al i> to deepen, give data on present productive rone and proposed new productive zone, if proposal It to drill or 
deepen dlrvjrtj—v»J1 y, e i * * pertinent data en subsurface 'ocuioro srxJ measured and true vertical dcptbv Give blowout proventer pfoerarn. If any. 

TiTt.r. Qpera tT onfi F.nq/i n g f r BATB 

(Th la apace for Federal er State office tier) 

pea M I T Tn ArCKOr UL OATr.. 

Application are—md dees not warrant or certify Hut Use applicant holds legal or equitable title lo Ihcee riglsJ in Use subject lease whicli would entitle the applicant lo conduct operatic— thereon. 

CDHOrriorU or AfmovAi. IP AHYI 

Armovto BY . . TITU . 

*See Instruction! On Reverie Side 
T i l l * 1" U . S . C . Sr -c l lon 1001. mKites It n c r i m e for any porann knowlnr . ly nncf w i l l f i i l l r tn mafcr* lo nny n>pnrt-n~nf or np.»nry nf III* 
IJti l lod S t a t e * nny (»!«•>, l l r H i i n u s or ( rnmlu len l a t a l c m n n t a or r e p t e * r i t t a l l o n s a s to any mai le r w i th in 11* j i i r l ' i l i r l l o n . 



SEC1I0N 16 k 21, I -2J -S . K - j I-L. U.M 
EDDY COUNTY, NEW MEXICO Eddy County, Hrt 

D E T A I L V I E r T 
1" = l O O ' 

KAISER-FRANCIS OIL COMPANY 
ODESSA. TEXAS 

SCALE: AS SHOWN KAISER-FRANCIS OIL COMPANY 
ODESSA. TEXAS 

DATE: SEPTEMBER 21, 1993 
NO. REVISION DATE BY 

KAISER-FRANCIS OIL COMPANY 
ODESSA. TEXAS -OB NO.: 99130 

SURVEYED BY: R.J.O. SURVEYING AND MAPPING BY 

TOPOGRAPHIC LAND SURVEYORS 
MIDLAND. TEXAS 

48 SE DRAWN BY: V.H.B. 

SURVEYING AND MAPPING BY 

TOPOGRAPHIC LAND SURVEYORS 
MIDLAND. TEXAS 

48 SE 

APPROVED BY: LW.B. 

SURVEYING AND MAPPING BY 

TOPOGRAPHIC LAND SURVEYORS 
MIDLAND. TEXAS SHEET : 1 OF 1 





UtSllUt UMK.t 
Trtotl U .M — 4 copie* Energy, Minerals, and Natural Resources Department Nevited I -1 -fjs 

DISTRICT 1 • 
P. 0. Box 1980 
Hobbs. NM 88240 

P. 0. Orower 00 
Artesia. NM 88210 

DISTRICT 111. 
1000 Rio Brazos Rd 
Aztec. NM 87410 

OIL CONSERVATION DIVISION 
P. 0. Box 2088 

Santa Fe, New Mexico 87504-2088 

WELL LOCATION AND ACREAGE DEDICATION PLAT 
All distances must be from the outer boundaries of the section. 

Operator' 
KAISER - FRANCIS OIL COMPANY PllRE~GOLD ~ » B" FEDERAL 

««U No. 

10 
Uail laaUae 

16 
Tatraahiy RaafO 

23 SOUTH 31. EAST. N.M.P.M. 
Cowatj 

EDDY 
Aetna! r - ta .pl LeaaU— at Walt 

10 t a t from tha SOUTH Una and 145 feat from Uie WEST Una 
Crowd Laval El e r f 

3352* 
Pr*d«aia« r« aUaat Pool 

1. Outline the acreage dedlcoted to the subject well by colored penal or hachure marks on the plat below. 
2. If more than one lease is dedicated to the well, outline each and identify the ownership thereof (bath as 

to working interest and royalty). 
3. If more than one lease of different ownership is dedicated to the well, have the interest of all the owners 

been consolidated by communitization, unitization, forced—pooiing, etc? 
D Yes O No If answer is "yes", type of consolidation 
If the answer is "no", list the owners and tract descriptions which have actually been consolidated. (Use 
the reverse side of this form if neccessary.) 
No allowable will be assigned to the well until alt interests have been consolidated (by communitization, 
unitization, forced—pooling, or otherwise) or until a non-standard unit, eliminating such interest, has been 
opproved by the division. 

Bottomnole Location: 

The ac. 
Sec 20 

145' 

eage dedicated 
T23S, R31E. 

r480' FNL & 480' 

}to th i s well i s 

FEL Sec 20 

the NE/4 NE/4 

o vuo tea «M 1330 isso iaao 2310 2640 2000 1500 1000 900 

OPERATOR CERTIFICATION 
/ hereby certify that the 

information herein is true and 
complete to the best of my 
knowledge and belief. 

Printed Name 
Milton G r i f f i n 

Portion 
Operations Engineer 

Carapaar 
Kaiser-Francis O i l Co. 

Date 
October 12, 1993 

SURVEYOR CERTIFICATION 

/ hereby certify that the 
well location shown on this plat 
was plotted from field notes of 
actual surveys made by me or 
under my supervision, and that 
the same is true and correct 
to the best of my knowledge 
and belief. 

Dale Surrered 
SEPTEMBER 21, 1903 

Slfnature and Seal of 
Profcaaronal Surrejor 

Ce^UAeatTNo. 
LARRY W. BUSBY R.P.S . f 11398 

JOB |99130 / 48 SE V.H.B. 



APPLICATION FOR PERMIT TO DRILL 
KAISER-FRANCIS OIL COMPANY 
Pure Gold "B" Federal No. 10 

Surface Location: 10' FSL & 145' FWL Sec 16 
Bottomhole Location: 480' FNL & 480' FEL Sec 20 

Eddy County, New Mexico 

In conjunction vith Form 3160-3, Application for Permit to Drill , Kaiser-Francis 
Oil Company submits the following items of pertinent information in accordance 
vith Onshore Oil & Gas Order Nos. 1 & 2, and with a l l other applicable federal 
and state regulations. 

1. The geologic surface formation i s Quaternary alluvium 
and other surficial deposits. 

2. The estimated tops of geologic markers are as follovs: 

Delavare 4150' 
Bone Springs 8000' 
TD 8100' 

3. Vfe do not anticipate encountering water, and oil and gas 
formations are as follovs: 

Delavare 

4. Proposed Casing Program: See Form 3160-3 and Exhibit A. 

5. Pressure Control Equipment: See Exhibit B. 

6. Mud Program: See Exhibit C. 

7. Auxiliary equipment: Blovout preventer. 

3. Testing, Logging, and Coring Programs: No DST's are 
anticipated. Approximately 25 rotary drilled sidevall 
vireline cores v i l l be taken in various Delavare zones 
betveen 5900* to 7900'. Electric logs v i l l consist of 
a Compensated Neutron/Litho Density v/Gamma Ray and 
Caliper and a Dual Laterolog. A Mudlogging unit v i l l be 
used from 4150' to TD. 

9. No abnormal pressures, no abnormal temperatures and no 
H2S are expected. 

10. Anticipated starting date: As soon as possible. 



EXHIBIT A 
KAISER-FRANCIS OIL COMPANY 
Pure Gold "B" Federal #10 
Eddy County, Nev Mexico 

SUMMARY 

Drilling, Casing and Cementing Program 

1. Drill 17-1/2* hole to 700' and run 13-3/8", 48#, H40 casing. Use guide 
shoe on bottom joint vith a float insert 1 joint above the guide shoe. 
Run 1 centralizer per joint on bottom 3 joints. Cement vith 500 sx Class 
"C" • 27. CaCl • 1/4 pps Cello Flake lead cement folloved by 200 sx Class 
*C" • 27. CaCl. Drop top plug and displace cement vith mud. 

2. Nipple up and install BOP's. Cement shall be alloved to stand 12 hours 
under pressure. After 24 hours test casing to 600 psi for 30 minutes and 
d r i l l out cement. After drilling the plug and belov the casing seat, test 
again to 600 psi for 30 minutes. 

3. Drill 11" hole to 4070' and run a 8-5/8", 32#, J55 casing. Use guide shoe 
on bottom and a float collar 1 joint above the shoe. Use 1 centralizer 
per joint on bottom 5 joints and 5 other centralizers. Cement vith 800 sx 
Class C Lite (35:65:6) + 9.5 pps salt • 1/4 pps Celloflake lead cement 
folloved by 200 sx Class C • 17. KC1 + 5 pps salt. A Fluid Caliper v i l l be 
run to determine the exact volume of cement required to circulate cement 
to the surface. 

4. Hippie up and install BOP's. Cement shall be alloved to stand 12 hours 
under pressure. After 24 hours test casing to 1000 psi for 30 minutes and 
d r i l l out cement. After drilling the plug and belov the casing seat, test 
again to 1000 psi for 30 minutes. 

5. Go in hole vith 7-7/8" bit • 6-1/4" x 30' non-magnetic d r i l l collar • (18) 
6-1/4" steel d r i l l collar. Drill 7-7/8" hole to KOP of 4200' and survey 
with non-magnetic instrument at 4200'. POOH for angle building assembly. 

6. Go in hole vith 7-7/8" bit • 6-1/2" slov-speed motor • 1-1/2" bent sub • 
6-1/4" x 30' non-magnetic d r i l l collar • 20 steel d r i l l collars. Orient 
tool face properly, deflect veil bore tovard proper direction. Start 
angle building run. Drill vith this assembly building approximately 2 
degrees per 100 feet of hole in the proper direction until a maximum angle 
of 28 degrees i s obtained plus or minus to 5608' M.D. POOH for angle 
dropping assembly. 

7. Go in hole vith 7-7/8" bit + 6-1/4" non-magnetic d r i l l collar + 3 point 
roller reamer + (20) 6-1/4" steel d r i l l collars. Drill the hole dropping 
at 1-1/2 degrees per 100' deviation into the Bone Spring plus or minus 
7345.52' TVD. At this point you v i l l be vertical and you v i l l continue to 
d r i l l to a TVD of 8100'. 



8. Run 5-1/2*, 17#, K55 casing with a stage tool at approximately 6200'. Use 
a float shoe on bottom and a float collar 1 joint above the shoe. Use 1 
centralizer per joint on bottom 5 joints and as required across potential 
productive intervals. Cement the f i r s t stage vith 580 sx Class H • 
additives, and cement the second stage vith 690 sx CIBSS C Lite (35:65:6) 
lead cement folloved vith 100 sx Class C neat. The exact volume to bring 
the cement top to 4000' v i l l be determined after logging the veil. 

9. Perforations and stimulation treatments v i l l be determined after running 
electric logs and setting the 5-1/2* casing. 



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: 

This pre-hearing statement i s submitted by KAISER-
FRANCIS OIL COMPANY as required by the O i l Conservation 
D i v i s i o n . 

CASE NO. 10887 

APPLICATION OF KAISER-FRANCIS OIL COMPANY 
FOR DIRECTIONAL DRILLING, 
EDDY COUNTY, NEW MEXICO. 

PRE-HEARING STATEMENT 

APPEARANCE OF PARTIES 

APPLICANT ATTORNEY 

Kaiser-Francis O i l Company 
P. O. Box 21468 
Tulsa, Oklahoma 74121-1468 
A t t n : James T. Wakefield 
(918) 494-0000 

W. Thomas K e l l a h i n 
KELLAHIN AND KELLAHIN 
P.O. Box 2265 
Santa Fe, NM 87504 
(505) 982-4285 

OPPONENT ATTORNEY 

Santa Fe Energy Operating 
Partners, L.P. 

James Bruce, Esq. 



Pre-Hearing Statement 
Case No. 10887 
Page 2 

STATEMENT OF CASE 

APPLICANT: 

Kaiser-Francis O i l Company i s an operator of ten 
proposed o i l w e l l s t o be d i r e c t i o n a l l y d r i l l e d Delaware o i l 
w e l l s t o be located i n Sections 20 and 21 of T23S, R31E 
which are subject t o the r u l e s f o r both the Los Medanos and 
West Sand Dunes Pools, Eddy County, New Mexico. 

Kaiser-Francis' proposed wells are a l l located i n the 
Oil-Potash Area as defined by D i v i s i o n Order R - l l l - P . 
Sections 20 and 21 are f e d e r a l t r a c t s administered by the 
BLM f o r which Kaiser-Francis holds v a l i d o i l & gas leases. 

Kaiser-Francis proposes t o use surface l o c a t i o n which 
are w i t h i n areas presumed t o be barren of measurable potash 
reserves and t o d r i l l d i r e c t i o n a l l y t o bottom hole l o c a t i o n s 
which are o v e r l a i n by areas which the 1984 Secretary of 
I n t e r i o r ' s Potash Resources Map i n d i c a t e s contain 
s u b s t a n t i a l p o r t i o n s of measurable potash reserves. 

I n each case, the w e l l ' s bottom hole l o c a t i o n w i l l be a 
standard w e l l l o c a t i o n . 

I n each instance, the BLM w i l l preclude the d r i l l i n g of 
a v e r t i c a l w e l l . 

I n each instance, d i r e c t i o n a l l y d r i l l i n g i s the only 
p r a c t i c a l means a v a i l a b l e t o Kaiser-Francis t o access the 
Delaware pools and t o o b t a i n i t s share of recoverable 
hydrocarbons. 

While Santa Fe Energy has f i l e d an o b j e c t i o n , Santa Fe 
Energy IS: 

(1) NOT an i n t e r e s t owner i n any of the w e l l s ; 
(2) NOT being encroached towards or upon; 
(3) NOT paying f o r the costs of any of these w e l l s ; 



Pre-Hearing Statement 
Case No. 10887 
Page 3 

PROPOSED EVIDENCE 

APPLICANT 

WITNESSES EST. TIME 

James T. Wakefield (PE) 40-50 min. 

Alan Benson 
( g e o l o g i s t ) 

20-30 Min. 

EXHIBITS 

production p l a t 
w e l l l o c a t i o n p l a t 
potash map 
APD' s 
approval l t r s . 
waiver-notice 
v e r t i a l - h o r i z o n t a l 
w e l l plans 

isopach 
cross sections 

PROCEDURAL MATTERS 

Kaiser-Francis O i l Company i s opposed t o Santa Fe 
Operating Partners, L.P. request f o r a continuance of t h i s 
case t o the January 6, 1994 examiner's docket. 

KELLAHIN AND KELLAHIN 

W. Thomas Kellahijn 
P.O. Box 2265 j 
Santa Fe, New Mexico 87504 
(505) 982-4285 



BEFORE THE 

OIL CONSERVATION DIVISION 

NEW MEXICO DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES 

APPLICATION OF KAISER-FRANCIS OIL COMPANY 
FOR DIRECTIONAL DRILLING, 
EDDY COUNTY, NEW MEXICO. No. 10887 

ENTRY OF APPEARANCE 

COMES NOW CAMPBELL, CARR, BERGE & SHERIDAN, P.A., and hereby 

enters its appearance in the above referenced case on behalf of Yates Petroleum 

Corporation. 

Respectfully submitted, 

CAMPBELL, CARR, BERGE 
& SHERIDAN, P.A., 

By: 
WILLIAM F. CARR 
Post Office Box 2208 

c , Santa Fe, New Mexico 87504 
u t J ! Telephone: (505) 988-4421 

ATTORNEYS FOR YATES 
PETROLEUM CORPORATION 



CERTIFICATE OF MAILING 

I hereby certify that on this day of December, 1993,1 have caused to be hand-
delivered a copy of our Entry of Appearance in the above-captioned case to: 

W. Thomas Kellahin, Esq. 
Kellahin & Kellahin 
117 North Guadalupe Street 
Santa Fe, New Mexico 87504-2068 

ENTRY OF APPEARANCE, 
Page 2 



BEFORE THE NEW MEXICO 

APPLICATION OF KAISER-FRANCIS 
OIL COMPANY FOR DIRECTIONAL 
DRILLING, EDDY COUNTY, 
NEW MEXICO 

OIL CONSERVATION DIVISION 

NO. 10887 

ENTRY OF APPEARANCE 

Pogo Producing Company hereby enters i t s appearance i n the 

above case. 

Respectfully submitted, 

HINKLE, COX, EATON, 
COFFIELD & HENSLEY 

DEC 
James Bruce 
Pc/st O f f i c e Box 2068 
S£nta Fe, New Mexico 87504-2068 
7505) 982-4554 

Attorneys f o r Pogo Producing Company 

CERTIFICATE OF SERVICE 

I hereby t h a t the foregoing Entry of Appearance was sent by 
f a c s i m i l e transmission t h i s ( d a y of December, 1993, t o : 

W. Thomas Ke l l a h i n , Esq. 
KELLAHIN & KELLAHIN 
Post O f f i c e Box 2265 
Santa Fe, New Mexico 87504 

{B:\APP-POGO ENT} 



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 ncr \ 
CONSIDERING: 

APPLICATION OF KAISER-FRANCIS 
OIL COMPANY FOR DIRECTIONAL 
DRILLING, EDDY COUNTY, NO. 10887 
NEW MEXICO 

T h i s p r e - h e a r i n g statement i s s u b m i t t e d by Santa Fe Energy 

O p e r a t i n g P a r t n e r s , L.P. as r e q u i r e d by t h e O i l Co n s e r v a t i o n 

PRE-HEARING STATEMENT 

D i v i s i o n 

APPEARANCES OF PARTIES 

APPLICANT ATTORNEY 

K a i s e r - F r a n c i s O i l Company W. Thomas K e l l a h i n , Esq. 
KELLAHIN & KELLAHIN 
Post O f f i c e Box 2265 
Santa Fe, New Mexico 87504 
(505) 982-4285 

OPPOSITION OR OTHER PARTY ATTORNEY 

Santa Fe Energy O p e r a t i n g James Bruce, Esq. 
HINKLE, COX, EATON, COFFIELD P a r t n e r s , L.P. 

550 West Texas, S u i t e 1330 
Midland, Texas 79701 
(915) 687-3551 
A t t n : C u r t i s D. Smith 

& HENSLEY 
Post O f f i c e Box 2068 
Santa Fe, New Mexico 87504 
(505) 982-4554 

STATEMENT OF CASE 

APPLICANT 



P r e - h e a r i n g Statement 
NMOCD Case No. 10887 
Page 

OPPOSITION OR OTHER PARTY 

A p p l i c a n t seeks t o d i r e c t i o n a l l y d r i l l c e r t a i n w e l l s l o c a t e d 

i n t h e o i l - p o t a s h area. Santa Fe Energy opposes d i r e c t i o n a l 

d r i l l i n g as unnecessary i n t h i s area. F u r t h e r , d i r e c t i o n a l 

d r i l l i n g causes economic waste by i n c r e a s i n g w e l l c o s t s , and w i l l 

l eave hydrocarbons i n the ground which would be re c o v e r e d by 

v e r t i c a l w e l l s , thus causing underground waste. I n a d d i t i o n , t h e r e 

are c o r r e l a t i v e r i g h t s issues a r i s i n g from uphole unorthodox w e l l 

l o c a t i o n s . 

PROPOSED EVIDENCE 

APPLICANT 

WITNESSES EST. TIME EXHIBITS 

OPPOSITION 

WITNESSES EST. TIME EXHIBITS 

1. C u r t i s Smith 
(Landman) 

5 minutes (a) Land p l a t 

2 . D a r r y l Roberts 
(Engineer) 

15 minutes (a) AFE's 
(b) economic analyses 

PROCEDURAL MATTERS 



P r e - h e a r i n g Statement 
NMOCD Case No. 10887 
Page 

HINKLE, 
COFF 

By: 

X, EATON, 
& HFJSLSLEY 

James Bruce 
Vokt O f f i c e Box 2068 
Safnta Fe, New Mexico 87504 
(505) 982-4554 

A t t o r n e y s f o r Santa 
O p e r a t i n g P a r t n e r s , 

•2068 

Fe Energy 
L.P. 

CERTIFICATE OF SERVICE 

I hereby t h a t t h e f o r e g o i n g Pre-Hearing Statement was hand 
d e l i v e r e d t h i s / f f r ^ day o f December, 1993, t o : 

W. Thomas K e l l a h i n , Esq. 
KELLAHIN & KELLAHIN 
Post O f f i c e Box 2265 
Santa Fe, New Mexico 8750/4 

J/ames Bruce 

{B \PRE-HEAR.STM} 



DEC ! 

BEFORE THE NEW MEXICO OIL CONSERVATION DIVISION 

APPLICATION OF KAISER-FRANCIS 
OIL COMPANY FOR DIRECTIONAL 
DRILLING, EDDY COUNTY, NO. 10887 
NEW MEXICO 

MOTION FOR CONTINUANCE 

Santa Fe Energy Operating Partners, L.P. hereby moves f o r a 

continuance, and i n support thereof states t h a t i t needs a d d i t i o n a l 

time t o prepare f o r hearing. 

Counsel f o r Kaiser-Francis O i l Company was pre v i o u s l y 

contacted regarding t h i s request, but as yet has not consented, nor 

objected, thereto. 

WHEREFORE, Santa Fe Energy Operating Partners, L.P. requests 

t h i s matter be continued to the January 6, 1994 Examiner hearing. 

Respectfully submitted, 

HINKLE, COX, EATON, 
COFFIELD & HENSLEY 

Ja"mes Bruce 
Post O f f i c e Box 2068 
Santa Fe, New Mexico 87504-2068 

/ (505) 982-4554 

Attorneys f o r Santa Fe Energy 
Operating Partners, L.P. 

CERTIFICATE OF SERVICE 

I hereby th a t the foregoing Motion f o r Continuance was hand 
d e l i v e r e d t h i s /fcjfr—day of December, 1993, t o : 

W. Thomas K e l l a h i n , Esq. 
KELLAHIN & KELLAHIN 
Post O f f i c e Box 2265 
Santa Fe, New Mexico 87504 

{B:\CONTINUE MOT) 



BEFORE THE NEW MEXICO 

APPLICATION OF KAISER-FRANCIS 
OIL COMPANY FOR DIRECTIONAL 
DRILLING, EDDY COUNTY, 
NEW MEXICO 

OIL CONSERVATION DIVISION 

NO. 10887 

ENTRY OF APPEARANCE 

Santa Fe Energy O p e r a t i n g P a r t n e r s , L.P. hereby e n t e r s i t s 

appearance i n the above case. 

R e s p e c t f u l l y s u b m i t t e d , 

HINKLE, COX, EATON, 
COFFIELD & HENSLEY 

James Bruce 
Rost O f f i c e Box 2068 
Santa Fe, New Mexico 87504-206! 
'(505) 982-4554 

A t t o r n e y s f o r Santa Fe Energy 
O p e r a t i n g P a r t n e r s , L.P. 

CERTIFICATE OF SERVICE 

I hereby t h a t t h e f o r e g o i n g E n t r y o f Appearance was sent by 
f a c s i m i l e t r a n s m i s s i o n t h i s t ^ j ^ day of December, 1993, t o : 

W. Thomas K e l l a h i n , Esq. 
KELLAHIN & KELLAHIN 
Post O f f i c e Box 2265 
Santa Fe, New Mexico 87504 

J/ames Bruce 

{B \APPEAR ENT} 



BEFORE THE NEW MEXICO OIL CONSERVATION DIVISION 

APPLICATION OF KAISER-FRANCIS 
OIL COMPANY FOR DIRECTIONAL 
DRILLING, EDDY COUNTY, NO. 10887 
NEW MEXICO 

ENTRY OF APPEARANCE 

Santa Fe Energy O p e r a t i n g P a r t n e r s , L.P. hereby e n t e r s i t s 

appearance i n the above case. 

R e s p e c t f u l l y s u b m i t t e d , 

HINKLE, COX, EATON, 
COFFIELD & HENSLEY 

James Bruce 
Rost O f f i c e Box 2068 
Santa Fe, New Mexico 87504-2J68 
'(505) 982-4554 

A t t o r n e y s f o r Santa Fe Energy 
O p e r a t i n g P a r t n e r s , L.P. 

CERTIFICATE OF SERVICE 

I hereby t h a t the f o r e g o i n g E n t r y o f Appearance was sent by 
f a c s i m i l e t r a n s m i s s i o n t h i s day of December, 1993, t o : 

W. Thomas K e l l a h i n , Esq. 
KELLAHIN & KELLAHIN 
Post O f f i c e Box 2265 
Santa Fe, New Mexico 87504 

mes Bruce 

{B \APPEAR.ENT) 



STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

BRUCE KING POST OFFICE BOX 2088 
STATE LAND OFFICE BUILDING 

SANTA FE, NEW MEXICO 87504 
(505) 827-5800 

GOVERNOR 

ANITA LOCKWOOD 
CABINET SECRETARY M E M O R A N D U M 

TO: 

FROM: 

SUBJECT: Application by Kaiser-Francis Oil Company for directional drilling to be heard 
at the December 16,1993 Examiner Hearing. 

I am send you a copy of an application filed by Kaiser-Francis Oil Company to develop federal 
minerals underlying the NW/4 of Section 20 and the W/2 NE74 and NW/4 of Section 21, 
Township 23 South, Range 31 East, NMPM, Undesignated West Sand Dunes-Delaware and/or 
Los Medranos-Delaware Pools, Eddy County, New Mexico. They intend to directionally drill 
into the ten 40-acre tracts comprising this area. Six of the surface locations are in Section 16 
to the North, which is state trust land. 

I know that Mr. Bruce Stockton's policy towards this situation differed greatly from Mr. Ray 
Graham's. At this time I am seeking the State Land Office's current policy toward allowing 
federal minerals to be developed off state trust lands. 

I also do not know if a "Unit Agreement" currently exists in this area. 

Your assistance in this matter would be greatly appreciated. Please contact me at 827-5811 and 
I will be glad to discuss this issue with you and your staff further. 

DATE: November 24, 1993 

MES/amg 

Enclosure 



RAY B. POWELL 
COMMISSIONER 

(Qammisaiatxer ( 
bite Jlanirs 

P.O. BOX 1148 
SANTA FE. NEW MEXICO 87504-1148 

c" 

September 7, 1993 

Mr. W. Thomas Kellahin 
Kellahin & Kellahin 
P.O. Box 2265 
Santa Fe, New Mexico 87504-2265 

Re: Kaiser-Francis Oil Company's 
Application for Business Lease 

Dear Tom: 

The Commissioner of Public Lands has agreed to issue a Special Use 
Agreement (SUA) for the surface use of State land in the S/2S/2 of 
Section 16, Township 23 South, Range 31 East NMPM, Eddy County for 
the purpose of Kaiser-Francis building a two-well d r i l l i n g and 
production s i t e for production from a federal o i l and gas lease 
within Section 20 and 21, T23S, R31E, NMPM. The terms and 
conditions of the SUA are as follows: 

a. The fee for this SUA w i l l be $12,000 per well; 

b. Well d r i l l i n g reserve pits w i l l not be located on State 
land; 

c. A permit from the Commercial Division of the State Land 
Office must be obtained, and any permits required for the fresh 
water right-of-way lines to the s i t e . No use of fresh water from 
State land i s granted with this agreement; 

d. Reclamation of the sit e must be in accordance with Oil 
Conservation Division and State Land Office policy, rules and 
regulations in force at the time of s i t e abandonment. Environmental 
damage at the si t e or due to a c t i v i t i e s at the sit e w i l l be 
remediated upon discovery. 

e. Neither this SUA can be assigned, nor a sub-operator 
designated without prior written approval of the Commissioner. 

I f you would like to discuss any of the above conditions, please 
contact me. 

Floyd O. Prando, Director 
Oil, Gas & Minerals Division 
(505) 827-5744 



K E L L A H I N A N D K E L L A H I N 

ATTORNEYS AT LAW 
E L P A T I O B U I _ D I N G 

w T H O M A S K E L L A H I N ' 117 N O R T H G U A D A L U P E : T E L E P H O N E ( 5 0 5 I 9 8 2 - 4 2 8 5 

_ _ „ T E L E F A X ( 5 0 5 > 9 8 E - 2 0 4 7 
'NEW MEXICO BOARD OF LEGAL SPECIALIZATION P O S T O F F I C E B O X 2 2 6 5 
RECOGNIZED SPECIALIST IN THE AREA OF 
NATURAL RESOURCES-OIL AND GAS LAW S A N T A F E , N E W M E X I C O 8 7 5 0 4 - 3 3 6 5 

J A S O N K E L L A H I N ( R E T I R E D 1 9 9 1 ) 

November 23, 1993 

HAND DELIVERED 

Mr. William J. LeMay 
O i l Conservation D i v i s i o n 
State Land O f f i c e B u i l d i n g 
310 Old Santa Fe T r a i l , 2nd Floor 
Santa Fe, New Mexico 87501 

Re: A p p l i c a t i o n of Kaiser-Francis O i l Company 
f o r a u t h o r i t y t o d i r e c t i o n a l l y d r i l l t en w e l l s 
at various unorthodox surface l o c a t i o n s t o 
various standard bottom hole l o c a t i o n s , 
Eddy County, New Mexico 

Dear Mr. LeMay: 

On behalf of Kaiser-Francis O i l Company, please f i n d 
enclosed our referenced a p p l i c a t i o n which we request be 
set f o r hearing on the next a v a i l a b l e Examiner's docket 
now scheduled f o r December 16, 1993. 

By copy of t h i s l e t t e r and a p p l i c a t i o n , sent 
c e r t i f i e d m a i l , we are n o t i f y i n g a l l i n t e r e s t e d p a r t i e s 
of t h e i r r i g h t t o appear at the hearing and p a r t i c i p a t e 
i n t h i s case, i n c l u d i n g the r i g h t t o present evidence 
e i t h e r i n support of or i n opposition t o the a p p l i c a t i o n 
and t h a t f a i l u r e t o appear at the hearing may preclude 
them from any in/olvement i n t h i s case at a l a t e r date. 



Mr. W i l l i a m J. LeMay 
November 23, 1993 
Page Two 

Pursuant t o the Di v i s i o n ' s Memorandum 2-90, a l l 
p a r t i e s are hereby informed t h a t i f they appear i n t h i s 
case, then they are requested t o f i l e a Pre-Hearing 
Statement w i t h the D i v i s i o n not l a t e r than 4:00 PM on 
Friday, December 10, 1993, w i t h a copy d e l i v e r e d t o the 
undersigned. 

Also enclosed i s our proposed advertisement of t h i s 
case f o r the NMOCD docket. 

WTK/mg 
Enclosure 

cc: Kaiser-Francis O i l Company and 
By C e r t i f i e d Mail - Return Receipt 
A l l I n t e r e s t e d Parties 



suggested OCD no t i c e f o r p u b l i c a t i o n : 

CASE : A p p l i c a t i o n of Kaiser-Francis O i l Company 
f o r a u t h o r i t y t o d i r e c t i o n a l l y d r i l l ten w e l l s at various 
unorthodox surface l o c a t i o n s t o various standard bottom 
hole l o c a t i o n s , Eddy County, New Mexico. Applicant seeks 
exceptions t o D i v i s i o n General Rule 111 and Rule 104(F) 
f o r approval t o d i r e c t i o n a l l y d r i l l each of the f o l l o w i n g 
w e l l s commencing at unorthodox surface l o c a t i o n s and 
t e r m i n a t i n g w i t h i n a 50 f o o t radius of a standard 
bottomhole l o c a t i o n and each dedicated t o a standard 40-
acre spacing and p r o r a t i o n u n i t f o r production from the 
West Sand Dunes-Delaware and/or Los Medanos-Delaware O i l 
Pool i n Township 23 South, Range 31 East, NMPM as 
f o l l o w s : 

Well: Pure Gold A-7 
Surface: 1950* FSL x 200' FEL (Unit I ) Sec 20 
BHL: 2043' FNL x 456' FWL (U n i t E) Sec 21 

Well: Pure Gold A-8 
Surface: 10' FSL x 1935 ' FWL (Unit N) Sec 16 
BHL: 1947' FNL x 1789 ' FWL (U n i t F) Sec 21 

Well: Pure Gold A-9 
Surface: 10' FSL x 280' FWL (Unit M) Sec 16 
BHL: 480' FNL x 480' FWL (U n i t K) Sec 21 

Well: Pure Gold A-10 
Surface: 10' FSL x 1800' FWL (Unit N) Sec 16 
BHL: 480' FNL x 1800' FWL (Unit C) Sec 21 

Well: Pure Gold A-13 
Surface: 10' FSL x 2025 ' FEL (Unit 0) Sec 16 
BHL: 2012' FNL x 2176 ' FEL (U n i t G) Sec 21 

Well: Pure Gold A-14 
Surface: 10' FSL x 2160' FEL (Unit 0) Sec 16 
BHL: 480' FNL x 2160' FEL (Unit B) Sec 21 



w e l l : 
Surface: 
BHL: 

Pure Gold B-7 
2100' FSL x 1600' FEL (Unit J) Sec 20 
1988' FNL x 1834' FEL (Unit G) Sec 20 

Well: Pure Gold B-8 
Surface: 1950' FSL x 335' FEL (Un i t I ) Sec 20 
BHL: 1957' FNL x 505' FEL (Unit H) Sec 20 

Well: Pure Gold B-9 
Surface: 10' FSL x I960' FEL (Unit 0) Sec 17 
BHL: 480' FNL x 1800' FEL (Unit B) Sec 20 

Well: Pure Gold B-10 
Surface: 10' FSL x 145' FWL (Unit M) Sec 16 
BHL: 480' FNL x 480' FEL (Unit A) Sec 20 

Said w e l l s are located w i t h i n approximately 1 mile of 
mile marker 15 on State Highway 128, New Mexico. 
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STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE APPLICATION 
OF KAISER-FRANCIS OIL COMPANY FOR 
DIRECTIONAL DRILLING AND UNORTHODOX 
WELL SURFACE LOCATIONS, 
EDDY COUNTY, NEW MEXICO 

CASE NO.: 

A P P L I C A T I O N 

Comes now KAISER-FRANCIS OIL COMPANY by i t s 
attorneys, K e l l a h i n and K e l l a h i n , and applies t o the New 
Mexico O i l Conservation D i v i s i o n f o r approval of ten 
unorthodox surface l o c a t i o n s and a u t h o r i t y t o 
d i r e c t i o n a l l y d r i l l i n g each said w e l l t o a standard 
bottom hole l o c a t i o n , Eddy County, New Mexico. Applicant 
seeks exceptions t o D i v i s i o n General Rule 111 and Rule 
104(F) f o r approval t o d i r e c t i o n a l l y d r i l l each of the 
f o l l o w i n g w e l l s commencing at unorthodox surface 
l o c a t i o n s and t e r m i n a t i n g w i t h i n a 50 f e e t radius of a 
standard bottomhole l o c a t i o n and each dedicated t o a 
standard 40-acre spacing and p r o r a t i o n u n i t f o r 
production from the West Sand Dune-Delaware and/or Los 
Medanos-Delaware O i l Pool i n Township 23 South, Range 31 
East, NMPM and i n support s t a t e s : 

(1) Kaiser-Francis O i l Company i s the proposed 
operator f o r and a working i n t e r e s t owner i n ten proposed 
we l l s t o be d i r e c t i o n a l l y d r i l l e d commencing at 
unorthodox surface l o c a t i o n s i n Sections 16, 17, 20, and 
21 and d r i l l e d t o standard bottom hole l o c a t i o n s i n 
Sections 20 and 21, a l l i n T23S, R31E, NMPM, Eddy County, 
New Mexico as i d e n t i f i e d at E x h i b i t "A" 



NMOCD A p p l i c a t i o n 
Page 2. 

(2) Kaiser-Francis O i l Company's proposed w e l l s w i l l 
each be d r i l l e d t o t e s t f o r Delaware o i l production 
w i t h i n one-mile of e i t h e r the Los Medanos-Delaware Pool 
(Order R-9483, issued A p r i l 1, 1993) or the West Sand 
Dunes-Delaware Pool (Order R-9709, issued September 1, 
1992). 

(3) Sections, 16, 17, 20 and 21 of T23S, R31E, are 
located w i t h i n the current boundaries of the Oil-Potash 
Area as defined by D i v i s i o n Order R - l l l - P . 

(4) Sections 17, 20, and 21 are f e d e r a l t r a c t s 
administrated by the Bureau of Land Management. Section 
16 i s a State of New Mexico t r a c t administered by the 
Commissioner of Public Lands f o r the State of New Mexico. 

(5) A s u b s t a n t i a l p o r t i o n of Section 20 and 21 i s 
un d e r l a i n by Delaware sands productive of hydrocarbons. 

(6) The 1984 Secretary of I n t e r i o r ' s Potash 
Resources Map i n d i c a t e s a s u b s t a n t i a l p o r t i o n of both 
s e c t i o n 20 and 21 contain measurable potash reserves. 

(7) At the request of Kaiser-Francis O i l Company, 
the BLM has delineated areas barren of commercial potash 
i n the SE/4 of Section 20 and the SW/4 of Section 21 and 
along the southern edge of Section 17. 

(8) The BLM has requested Kaiser-Francis O i l Company 
t o explore the f e a s i b i l i t y of u t i l i z i n g the "barren 
areas" from which t o locate w e l l s t o be d r i l l e d 
v e r t i c a l l y t o a p o i n t below Marker Bed No. 126 and then 
t o d r i l l d i r e c t i o n a l l y t o an acceptable bottom hole 
t a r g e t i n the Delaware formation. 

(9) The State of New Mexico has delineated surface 
l o c a t i o n s along the southern edge of Section 16 and w i l l 
issue a Business Lease t o Kaiser-Francis f o r the purpose 
of d i r e c t i o n a l l y d r i l l i n g c e r t a i n of these w e l l s . 



NMOCD A p p l i c a t i o n 
Page 3. 

(10) I n order t o t e s t the f e a s i b i l i t y of t h i s 
d i r e c t i o n a l d r i l l i n g program. Kaiser-Francis O i l Company 
proposes t o d r i l l each w e l l commencing a unorthodox 
surface l o c a t i o n and d r i l l i n g d i r e c t i o n a l l y t o penetrate 
the Delaware Formation at a standard subsurface l o c a t i o n 
f o r production from e i t h e r the Los Medanos-Delaware Pool 
or the West And Dunes-Delaware Pool. See E x h i b i t "B" 

(11) The subject w e l l s are c l a s s i f i e d as "deep 
w e l l s " pursuant t o D i v i s i o n Order R - l l l - P because the 
p o t e n t i a l productive zone i n the Delaware formation i s 
below 5,000 f e e t . 

(12) I n each instance, the surface l o c a t i o n f o r the 
wellbore i s located more than one-half mile from any 
v e r i f i e d potash L i f e of Mine Reserves ("LMR") and 
t h e r e f o r e i s not w i t h i n any " b u f f e r " area i t s LMR. 

(13) D i v i s i o n Statewide Rule 104 applies t o both the 
Los Medanos-Delaware Pool and the West Sand Dunes-
Delaware Pool and requires t h a t w e l l s be no closer than 
330 f e e t t o the nearest side boundary of the 40-acre 
spacing and p r o r a t i o n u n i t . 

(14) Kaiser-Francis O i l Company requests exceptions 
t o D i v i s i o n Statewide Rule 104(F) concerning those w e l l s 
i d e n t i f i e d on E x h i b i t "A" w i t h unorthodox surface 
l o c a t i o n s . 

(15) Kaiser-Francis O i l Company also requests 
exceptions t o D i v i s i o n Statewide Rule 111 concerning 
i n t e n t i o n d e v i a t i o n and the size of the radius f o r the 
bottom hole t a r g e t and hereby request a 50 f o o t radius 
f o r the bottom hole t a r g e t . 

(16) The necessity of d i r e c t i o n a l d r i l l i n g from the 
proposed surface l o c a t i o n i s based upon the assumed 
presence of measurable potash reserves and the 
r e s t r i c t i o n s imposed by the U. S. Bureau of Land 
Management, which i s the surface/mineral agency f o r 
Sections 20 and 21. 
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(17) Approval of t h i s a p p l i c a t i o n w i l l a f f o r d the 
applicant the oppo r t u n i t y t o produce i t s j u s t and 
equitable share of the hydrocarbons i n the a f f e c t e d pool 
and t o p r o t e c t i t s spacing u n i t s from drainage thereby 
p r o t e c t i n g c o r r e l a t i v e r i g h t s and p o t e n t i a l l y recover 
hydrocarbons t h a t might otherwise not be recovered 
thereby preventing waste. 

WHEREFORE, Kaiser-Francis O i l Company, requests t h a t 
t h i s a p p l i c a t i o n be set f o r hearing and t h a t a f t e r n o t i c e 
and hearing as provided f o r by D i v i s i o n r u l e s , the 
a p p l i c a t i o n be granted as requested. 

W. Thomas K e l l a h i n 
KELLAHIN AND KELLAHIN 
P. 0. Box 2265 
Santa Fe, New Mexico 87504 
(505) 982-4285 
ATTORNEYS FOR APPLICANT 



EXHIBIT "A" TO APPLCIATION 

Well: Pure Gold A-7 
Surface: 1950' FSL x 200' FEL (Un i t I ) Sec 20 
BHL: 2043' FNL x 456' FWL (Un i t E) Sec 21 

Well: 
Surface: 
BHL: 

Pure Gold 
10' FSL 

1947' FNL 

A-8 
x 1935' 
x 1789' 

FWL 
FWL 

(Unit 
( U n i t 

N) 
F) 

Sec 
Sec 

16 
21 

Well: 
Surface: 
BHL: 

Pure 
10' 

480' 

Gold A-9 
FSL x 280' FWL (Un i t M) Sec 16 
FNL x 480' FWL (Unit K) Sec 21 

Well: Pure Gold A-10 
Surface: 10' FSL x 1800' FWL (Un i t N) Sec 16 
BHL: 480' FNL x 1800' FWL (Un i t C) Sec 21 

Well: Pure Gold A-13 
Surface: 10' FSL x 2025' FEL (Unit 0) Sec 16 
BHL: 2012' FNL x 2176' FEL (Unit G) Sec 21 

Well: Pure Gold A-14 
Surface: 10* FSL x 2160' FEL (Unit 0) Sec 16 
BHL: 480' FNL x 2160' FEL (Unit B) Sec 21 

Well: 
Surface: 
BHL: 

Pure Gold 
2100' FSL 
1988' FNL 

B-7 
x 1600' 
x 1834' 

FEL 
FEL 

(Unit J) 
(Uni t G) 

Sec 
Sec 

20 
20 

Well: 
Surface: 
BHL: 

Pure Gold 
1950' FSL 
1957' FNL 

B-8 
x 335' 
x 505' 

FEL 
FEL 

(Unit 
( U n i t 

I ) 
H) 

Sec 
Sec 

20 
20 

Well: 
Surface: 
BHL: 

Pure 
10' 

480' 

Gold B-9 
FSL x I960' FEL (Unit 0) Sec 17 
FNL x 1800' FEL (Unit B) Sec 20 

Well: 
Surface: 
BHL: 

Pure 
10* 

480' 

Gold B-10 
FSL x 145' FWL 
FNL x 480' FEL 

(Uni t M) 
(Unit A) 

Sec 
Sec 

16 
20 

Said w e l l s are located w i t h i n approximately 1 mile of 
mile marker 15 on State Highway 128, New Mexico. 
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K E L L A H I N A N D K E L L A H I N 
A T T O R N E Y S A T L A W 

E I L P A T I O B U I L D I N G 

W. T H O M A S K E L L A H I N ' 117 N O R T H G U A D A L U P E T E L E P H O N E ( 5 0 S ) 9 8 3 - 4 3 8 5 

_ „ T E L E F A X ( S O S ) 9 8 2 - 2 0 4 7 
•NEW MEXICO BOARD OF LEGAL SPECIALIZATION P O S T O F F I C E B O X 2 2 6 5 

RECOGNIZED SPECIALIST IN THE AREA OF 
N A T U R A L R E S O U R C E S - O I L A N O GAS LAW S A N T A F E , N E W M E X I C O 8 7 0 0 4 - 2 2 6 5 

J A S O N K E L L A H I N ( R E T I R E D 1 9 9 1 ) 

November 23, 1993 

HAND DELIVERED 

Mr. W i l l i a m J. LeMay 
O i l Conservation D i v i s i o n 
State Land O f f i c e B u i l d i n g 
310 Old Santa Fe T r a i l , 2nd Floor 
Santa Fe, New Mexico 87501 

Re: A p p l i c a t i o n of Kaiser-Francis O i l Company 
f o r a u t h o r i t y t o d i r e c t i o n a l l y d r i l l t e n w e l l s 
at various unorthodox surface l o c a t i o n s t o 
various standard bottom hole l o c a t i o n s , 
Eddy County, New Mexico 

Dear Mr. LeMay: 

On behalf of Kaiser-Francis O i l Company, please f i n d 
enclosed our referenced a p p l i c a t i o n which we request be 
set f o r hearing on the next a v a i l a b l e Examiner's docket 
now scheduled f o r December 16, 1993. 

By copy of t h i s l e t t e r and a p p l i c a t i o n , sent 
c e r t i f i e d m a i l , we are n o t i f y i n g a l l i n t e r e s t e d p a r t i e s 
of t h e i r r i g h t t o appear at the hearing and p a r t i c i p a t e 
i n t h i s case, i n c l u d i n g the r i g h t t o present evidence 
e i t h e r i n support of or i n o p p o s i t i o n t o the a p p l i c a t i o n 
and t h a t f a i l u r e t o appear at the hearing may preclude 
them from any involvement i n t h i s case at a l a t e r date. 



Mr. William J. LeMay 
November 23, 1993 
Page Two 

Pursuant to the Division's Memorandum 2-90, a l l 
parties are hereby informed that i f they appear i n t h i s 
case, then they are requested to f i l e a Pre-Hearing 
Statement with the Division not l a t e r than 4:00 PM on 
Friday, December 10, 1993, with a copy delivered to the 
undersigned. 

Also enclosed i s our proposed advertisement of t h i s 
case f o r the NMOCD docket. 

/' 

WTK/mg 
Enclosure 

cc: Kaiser-Francis O i l Company and 
By C e r t i f i e d Mail - Return Receipt 
A l l Interested Parties 



suggested OCD n o t i c e f o r p u b l i c a t i o n : 

CASE : A p p l i c a t i o n of Kaiser-Francis O i l Company 
f o r a u t h o r i t y t o d i r e c t i o n a l l y d r i l l t e n w e l l s at various 
unorthodox surface l o c a t i o n s t o various standard bottom 
hole l o c a t i o n s , Eddy County, New Mexico. Applicant seeks 
exceptions t o D i v i s i o n General Rule 111 and Rule 104(F) 
f o r approval t o d i r e c t i o n a l l y d r i l l each of the f o l l o w i n g 
w e l l s commencing at unorthodox surface l o c a t i o n s and 
t e r m i n a t i n g w i t h i n a 50 f o o t radius o f a standard 
bottomhole l o c a t i o n and each dedicated t o a standard 40-
acre spacing and p r o r a t i o n u n i t f o r production from the 
West Sand Dunes-Delaware and/or Los Medanos-Delaware O i l 
Pool i n Township 23 South, Range 31 East, NMPM as 
f o l l o w s : 

Well: Pure Gold A-7 
Surface: 1950' FSL x 200' FEL ( U n i t I ) Sec 20 
BHL: 2043' FNL x 456' FWL (U n i t E) Sec 21 

Well: Pure Gold A-8 
Surface: 10' FSL x 1935 ' FWL (U n i t N) Sec 16 
BHL: 1947 ' FNL x 1789 ' FWL (U n i t F) Sec 21 

Well: Pure Gold A-9 
Surface: 10' FSL x 280' FWL (Unit M) Sec 16 
BHL: 480' FNL x 480' FWL (Unit K) Sec 21 

Well: Pure Gold A-10 
Surface: 10' FSL x 1800' FWL (Unit N) Sec 16 
BHL: 480' FNL x 1800' FWL (U n i t C) Sec 21 

Well: Pure Gold A-13 
Surface: 10' FSL x 2025 ' FEL (U n i t 0) Sec 16 
BHL: 2012' FNL x 2176 ' FEL (Unit G) Sec 21 

Well: Pure Gold A-14 
Surface: 10* FSL x 2160' FEL (U n i t 0) Sec 16 
BHL: 480* FNL x 2160' FEL (Unit B) Sec 21 



Well: 
Surface: 
BHL: 

Pure 
2100' 
1988' 

Gold B-7 
FSL x 1600' 
FNL x 1834' 

FEL 
FEL 

( U n i t J) 
( U n i t G) 

Sec 
Sec 

20 
20 

Well: 
Surface: 
BHL: 

Pure 
1950' 
1957' 

Gold B-8 
FSL x 335' 
FNL x 505' 

FEL 
FEL 

(U n i t I ) 
( U n i t H) 

Sec 
Sec 

20 
20 

Well: 
Surface: 
BHL: 

Pure 
10' 

480' 

Gold B-9 
FSL x I960' 
FNL x 1800' 

FEL 
FEL 

(U n i t 0) 
(U n i t B) 

Sec 
Sec 

17 
20 

Well: 
Surface: 
BHL: 

Pure 
10' 

480' 

Gold B-10 
FSL x 145' 
FNL x 480' 

FWL 
FEL 

(U n i t M) 
(Un i t A) 

Sec 
Sec 

16 
20 

Said wells are located w i t h i n approximately 1 mile of 
mile marker 15 on State Highway 128, New Mexico. 
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STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE APPLICATION 
OF KAISER-FRANCIS OIL COMPANY FOR 
DIRECTIONAL DRILLING AND UNORTHODOX 
WELL SURFACE LOCATIONS, 
EDDY COUNTY, NEW MEXICO 

CASE NO.: 

A P P L I C A T I O N 

Comes now KAISER-FRANCIS OIL COMPANY by i t s 
attorneys, K e l l a h i n and K e l l a h i n , and applies t o the New 
Mexico O i l Conservation D i v i s i o n f o r approval of ten 
unorthodox surface l o c a t i o n s and a u t h o r i t y t o 
d i r e c t i o n a l l y d r i l l i n g each said w e l l t o a standard 
bottom hole l o c a t i o n , Eddy County, New Mexico. Applicant 
seeks exceptions t o D i v i s i o n General Rule 111 and Rule 
104(F) f o r approval t o d i r e c t i o n a l l y d r i l l each of the 
f o l l o w i n g w e l l s commencing at unorthodox surface 
l o c a t i o n s and t e r m i n a t i n g w i t h i n a 50 f e e t radius of a 
standard bottomhole l o c a t i o n and each dedicated t o a 
standard 40-acre spacing and p r o r a t i o n u n i t f o r 
production from the West Sand Dune-Delaware and/or Los 
Medanos-Delaware O i l Pool i n Township 23 South, Range 31 
East, NMPM and i n support s t a t e s : 

(1) Kaiser-Francis O i l Company i s the proposed 
operator f o r and a working i n t e r e s t owner i n t e n proposed 
w e l l s t o be d i r e c t i o n a l l y d r i l l e d commencing at 
unorthodox surface l o c a t i o n s i n Sections 16, 17, 20, and 
21 and d r i l l e d t o standard bottom hole l o c a t i o n s i n 
Sections 20 and 21, a l l i n T23S, R31E, NMPM, Eddy County, 
New Mexico as i d e n t i f i e d at E x h i b i t "A" 
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(2) Kaiser-Francis O i l Company's proposed w e l l s w i l l 
each be d r i l l e d t o t e s t f o r Delaware o i l production 
w i t h i n one-mile of e i t h e r the Los Medanos-Delaware Pool 
(Order R-9483, issued A p r i l 1, 1993) or the West Sand 
Dunes-Delaware Pool (Order R-9709, issued September 1, 
1992). 

(3) Sections, 16, 17, 20 and 21 of T23S, R31E, are 
located w i t h i n the current boundaries of the Oil-Potash 
Area as defined by D i v i s i o n Order R - l l l - P . 

(4) Sections 17, 20, and 21 are f e d e r a l t r a c t s 
administrated by the Bureau of Land Management. Section 
16 i s a State of New Mexico t r a c t administered by the 
Commissioner of Public Lands f o r the State of New Mexico. 

(5) A s u b s t a n t i a l p o r t i o n of Section 20 and 21 i s 
underlain by Delaware sands productive of hydrocarbons. 

(6) The 1984 Secretary of I n t e r i o r ' s Potash 
Resources Map i n d i c a t e s a s u b s t a n t i a l p o r t i o n of both 
section 20 and 21 contain measurable potash reserves. 

(7) At the request of Kaiser-Francis O i l Company, 
the BLM has delineated areas barren of commercial potash 
i n the SE/4 of Section 20 and the SW/4 of Section 21 and 
along the southern edge of Section 17. 

(8) The BLM has requested Kaiser-Francis O i l Company 
t o explore the f e a s i b i l i t y of u t i l i z i n g the "barren 
areas" from which t o locate w e l l s t o be d r i l l e d 
v e r t i c a l l y t o a p o i n t below Marker Bed No. 126 and then 
t o d r i l l d i r e c t i o n a l l y t o an acceptable bottom hole 
t a r g e t i n the Delaware formation. 

(9) The State of New Mexico has d e l i n e a t e d surface 
l o c a t i o n s along the southern edge of Section 16 and w i l l 
issue a Business Lease t o Kaiser-Francis f o r the purpose 
of d i r e c t i o n a l l y d r i l l i n g c e r t a i n of these w e l l s . 
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(10) I n order t o t e s t the f e a s i b i l i t y of t h i s 
d i r e c t i o n a l d r i l l i n g program, Kaiser-Francis O i l Company 
proposes t o d r i l l each w e l l commencing a unorthodox 
surface l o c a t i o n and d r i l l i n g d i r e c t i o n a l l y t o penetrate 
the Delaware Formation at a standard subsurface l o c a t i o n 
f o r production from e i t h e r the Los Medanos-Delaware Pool 
or the West And Dunes-Delaware Pool. See E x h i b i t "B" 

(11) The subject w e l l s are c l a s s i f i e d as "deep 
w e l l s " pursuant t o D i v i s i o n Order R - l l l - P because the 
p o t e n t i a l productive zone i n the Delaware formation i s 
below 5,000 f e e t . 

(12) I n each instance, the surface l o c a t i o n f o r the 
wellbore i s located more than one-half mile from any 
v e r i f i e d potash L i f e of Mine Reserves ("LMR") and 
t h e r e f o r e i s not w i t h i n any " b u f f e r " area i t s LMR. 

(13) D i v i s i o n Statewide Rule 104 applies t o both the 
Los Medanos-Delaware Pool and the West Sand Dunes-
Delaware Pool and requires t h a t w e l l s be no closer than 
330 f e e t t o the nearest side boundary of the 40-acre 
spacing and p r o r a t i o n u n i t . 

(14) Kaiser-Francis O i l Company requests exceptions 
t o D i v i s i o n Statewide Rule 104(F) concerning those w e l l s 
i d e n t i f i e d on E x h i b i t "A" w i t h unorthodox surface 
l o c a t i o n s . 

(15) Kaiser-Francis O i l Company also requests 
exceptions t o D i v i s i o n Statewide Rule 111 concerning 
i n t e n t i o n d e v i a t i o n and the s i z e of the radius f o r the 
bottom hole t a r g e t and hereby request a 50 f o o t radius 
f o r the bottom hole t a r g e t . 

(16) The necessity of d i r e c t i o n a l d r i l l i n g from the 
proposed surface l o c a t i o n i s based upon the assumed 
presence of measurable potash reserves and the 
r e s t r i c t i o n s imposed by the U. S. Bureau of Land 
Management, which i s the surface/mineral agency f o r 
Sections 20 and 21. 
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(17) Approval of t h i s a p p l i c a t i o n w i l l a f f o r d the 
appl i c a n t the o p p o r t u n i t y t o produce i t s j u s t and 
equitable share o f the hydrocarbons i n the a f f e c t e d pool 
and t o p r o t e c t i t s spacing u n i t s from drainage thereby 
p r o t e c t i n g c o r r e l a t i v e r i g h t s and p o t e n t i a l l y recover 
hydrocarbons t h a t might otherwise not be recovered 
thereby preventing waste. 

WHEREFORE, Kaiser-Francis O i l Company, requests t h a t 
t h i s a p p l i c a t i o n be set f o r hearing and t h a t a f t e r n o t i c e 
and hearing as provided f o r by D i v i s i o n r u l e s , the 
a p p l i c a t i o n be granted as requested. 

W. Thomas K e l l a h i n 
KELLAHIN AND KELLAHIN 
P. 0. Box 2265 
Santa Fe, New Mexico 87504 
(505) 982-4285 
ATTORNEYS FOR APPLICANT 



EXHIBIT "A" TO APPLCIATION 

Well: 
Surface: 
BHL: 

Well: 
Surface: 
BHL: 

Pure Gold 
1950' FSL 
2043' FNL 

Pure Gold 
10' FSL 

1947' FNL 

A-7 
x 200' 
x 456' 

A-8 
x 1935' 
x 1789' 

FEL 
FWL 

FWL 
FWL 

(U n i t 
( U n i t 

I ) 
E) 

Sec 
Sec 

20 
21 

( U n i t N) 
(U n i t F) 

Sec 
Sec 

16 
21 

Well: Pure Gold A-9 
Surface: 10' FSL x 280' FWL ( U n i t M) Sec 16 
BHL: 480' FNL x 480' FWL ( U n i t K) Sec 21 

Well: 
Surface: 
BHL: 

Well: 
Surface: 
BHL: 

Well: 
Surface: 
BHL: 

Well: 
Surface: 
BHL: 

Well: 
Surface: 
BHL: 

Well: 
Surface: 
BHL: 

Well: 
Surface: 
BHL: 

Pure 
10' 

480' 

Gold A-10 
FSL x 1800' FWL ( U n i t N) Sec 16 
FNL x 1800' FWL ( U n i t C) Sec 21 

Pure Gold 
10' FSL 

2012' FNL 

A-13 
x 2025' 
x 2176' 

FEL 
FEL 

(U n i t 
( U n i t 

0) 
G) 

Sec 
Sec 

16 
21 

Pure 
10' 

480' 

Gold A-14 
FSL x 2160' FEL ( U n i t 0) Sec 16 
FNL x 2160' FEL ( U n i t B) Sec 21 

Pure Gold B-7 
2100* FSL x 1600' FEL (Un i t J) Sec 20 
1988' FNL x 1834' FEL ( U n i t G) Sec 20 

Pure Gold 
1950' FSL 
1957' FNL 

B-8 
x 335' 
x 505' 

FEL 
FEL 

(U n i t 
( U n i t 

I ) 
H) 

Sec 
Sec 

20 
20 

Pure 
10' 

480' 

Pure 
10' 

480' 

Gold B-9 
FSL x I960' 
FNL x 1800' 

Gold B-10 
FSL x 145' 
FNL x 480* 

FEL 
FEL 

FWL 
FEL 

(U n i t 
( U n i t 

0) 
B) 

(U n i t M) 
(U n i t A) 

Sec 
Sec 

Sec 
Sec 

17 
20 

16 
20 

Said w e l l s are located w i t h i n approximately 1 mile 
mile marker 15 on State Highway 128, New Mexico. 
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STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPT. 

OIL CONSERVATION COMMISSION 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
COMMISSION OF NEW MEXICO FOR 
THE PURPOSE OF CONSIDERING: 

CASE NO. 9316 
Order No. R-111-P 

APPLICATION OF THE OIL CONSERVATION 
DIVISION UPON ITS OWN MOTION TO 
REVISE ORDER R-111, AS AMENDED, PERTAINING 
TO THE POTASH AREAS OF EDDY AND LEA 
COUNTIES, NEW MEXICO. 

252§B_Of_iy§_99^I§§12N 
BY THE COMMISSION: 

This cause came on for hearing at 9:00 a.m. on 
February 18, 1988, at Santa Fe, New Mexico, before the Oil 
Conservation Commission of New Mexico, hereinafter referred to 
as the "Commission." 

NOW, on this 21st_ day of April, 1 988, the Commission, 
a quorum being present, having considered the testimony 
presented and the exhibits received at said hearing, 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. 

(2) Order R-111-A was entered July 11, 1955, and since 
that time no amendments have been entered, except amendments 
to Exhibit "A" attached thereto, despite significant advances 
in drilling technology and practices. 

(3) Operation under Order R-111-A has become virtually 
unworkable because of 1) the lack of tolerance on the part of 
both oil/gas and potash industries in regarding the activities 
of the other industry in areas where leasehold interests are 
overlapping and 2) confusion recording the boundaries of the 
known Potash Leasing Area (KPLA) established by the U.S. 
Bureau of Land Management (BLM) and the R-111-A area as 
amended by Orders R-111-B through 0. 
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(4) The then D i r e c t o r of the O i i Conservation D i v i s i o n 
(OCD) by memorandum dated March 21 , 1 986 convened a study 
committee of volunteer representatives from the o i l and potash 
i n d u s t r i e s and other i n t e r e s t e d p a r t i e s . 

(5) The committee met May 29, September 2 5 -26, and 
November 13-14 ( f i e l d t r i p ) in 1986 and on March 19, 1987. 

(6) By committee agreement a work committee was formed 
from the larger committee c o n s i s t i n g of three members and one 
a l t e r n a t e from each industry and t h i s work committee was 
chaired by the OCD Chief Petroleum Engineer and charged w i t h 
the r e s p o n s i b i l i t y to develop proposed amendments to Order 
R-111-A. I t met on A p r i l 30, May 1, July 2 3-24 and 
November 23, 1987. 

(7) Each r t i n g of the work committee was held in the 
presence of repr i e n t a t i v e s of both BLM and OCD; and at i t s 
f i n a l meeting November 23, 1987 an agreement was reached and 
signed by the committee members present, which agreement is . 
attached hereto as Exh i b i t "B". for the purpose of p r o v i d i n g 
background information and acknowledging the concensus reached 
by representatives of the O i l and Gas and Potash i n d u s t r i e s 
r e l a t i n g to the m u l t i p l e use of resources in the potas-i area. 

(8) Exh i b i t "B" is regarded by the Commission as a 
report of both the work committee and the f u l l study committee 
since a d r a f t copy of a nearly i d e n t i c a l agreement was 
furnished to each member of the study committee for comment, 
and comments received thereon were addressed at the f i n a l 
mee t i ng. 

(9) Trie agreement represents a compromise by both 
i n d u s t r i e s , the potash operators r e l i n q u i s h i n g lower grade 
marginal or uneconomic ore deposits in order to more f u l l y 
p r o t e c t t h e i r higher grade ore deposits; and the o i l / g a s 
operators r e c e i v i n g such lands containing sub-economic ore 
deposits as prospective d r i l l - s i t e s . 

(10) The O i l and Gas Act, 70-2-3 F NMSA 1978, declares 
as waste " d r i l l i n g or producing operations for o i l or gas 
w i t h i n any area containing commercial deposits of potash where 
such operations would have the e f f e c t unduly to reduce the 
t o t a l q u a n t i t y of such commercial deposits of potash which may 
reasonably be recovered -- or where such operations would 
i n t e r f e r e unduly w i t h the o r d e r l y commercial development of 
such potash deposits". 

(11) The O i l and Gas Act in 70-2-12 B(17) empowers the 
D i v i s i o n "to regulate and, where necessary, p r o h i b i t d r i l l i n g 
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or producing operations for o i l and gas" in areas which would 
cause waste as described in 70-2-3 F. 

(12) The report of the work committee presents a 
reasonable process for determining where wells for o i l and gas 
would cause waste of potash and the pe r t i n e n t portions of said 
report should be contained in the order as a reasonable 
process for p r o h i b i t i n g o i l and gas d r i l l i n g in such areas in 
the absence of substantial evidence that waste of potash as 
described by the s t a t u t e would not r e s u l t . 

(13) Release of methane into potash mine workings would 
endanger the liv e s of miners and would render f u r t h e r mining 
a c t i v i t i e s uneconomic because of the a d d i t i o n a l , and more 
expensive safety requirements which would be imposed by the 
Mine Safety and Health A d m i n i s t r a t i o n (MSHA) of the U.S. 
Department of Labor. 

(14) Salt and potash deposits are e s s e n t i a l l y non-porous 
and impermeable but are intar-bedded w i t h clay seams which, in 
an undisturbed state are porous but of extremely low 
permeabi I i t y . 

(15) Primary mining a c t i v i t y creates minor lo c a l i z e d 
disturbance but secondary mining causes subsidence of the 
overburden the e f f e c t s of which tend to expand beyond the 
mined out area a distance approximately equal to the depth of 
the mi ned area. 

(16) During the d r i l l i n g of wells for o i l and gas, 
measures should be taken to protect the s a I t - p r o t e c t i o n casing 
from i n t e r n a l pressures greater than the designed burst 
resistance plus a safety factor so as to prevent any possible 
entry of methane into the s a l t and potash i n t e r v a l . 

(17) A proposed r e v i s i o n of Order R-111-A was presented 
at the hearing and comments were received thereon both o r a l l y 
at the hearing and in w r i t i n g subsequent to the hearing, the 
record being held open for two weeks subsequent to the 
hearing, as announced by the Chairman. 

(18) Testimony and comments both in support and in 
opposition to the proposed r e v i s i o n of the order were received 
at the hearing and subsequent thereto, some po i n t i n g out that 
the number of o i l or gas wells which could be d r i l l e d under 
the terms of the committee report would be reduced but no 
comments addressed the possible waste of potash as a r e s u l t of 
add i t i onaI dr i I I i ng. 
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(19) One member of the work committee from the potash 
industry t e s t i f i e d the proposed r e v i s i o n of Order R-111-A 
f a i l e d to p r o h i b i t d r i l l i n g in the commercial ore areas and 
was therefore contrary to the work committee report and the 
Oi l and Gas Ac t . 

(20) The Commission cannot abdicate i t s d i s c r e t i o n to 
consider a p p l i c a t i o n s to d r i l l as exceptions to i t s rules and 
orders but in the i n t e r e s t of preventing waste of potash 
should deny any a p p l i c a t i o n to d r i l l in commercial potash 
areas as recommended in the work committee r e p o r t , unless a 
clear demonstration is made that commercial potash w i l l not be 
wasted unduly as a r e s u l t of the d r i l l i n g of the w e l l . 

(21) Confusion can be reduced and e f f i c i e n c i e s can be 
obtained by making the area covered by Order R-111 coterminous 
w i t h the KPLA/as determined by the BLM, and the area should be 
expanded and contracted by the regular pool nomenclature 
procedure rather than by separate hearings and f u r t h e r 
r e v i s i o n s of Order R-111. 

(22) Expansion of the R-111 area to coincide w i t h the 
KPLA w i l l b r i n g under the purview of t h i s order areas where 
potash is e i t h e r absent or non-commercial and such areas 
should be granted less s t r i n g e n t casing, cementing and 
plugging requirements, at the d i s c r e t i o n of the OCD d i s t r i c t 
superv i sor . 

(23) The proposed r e v i s i o n of Order R-111-A w i l l permit 
the d r i l l i n g of we l l s for o i l or gas in areas previously not 
a v a i l a b l e for such d r i l l i n g and w i l l prevent waste of potash, 
and f u r t h e r , w i l l serve to reduce confusion and u n c e r t a i n t y in 
the conduct of operations by both the potash and o i l / g a s 
i n d u s t r i e s , a l l to the b e n e f i t of the sta t e and i t s c i t i z e n s . 

1I_1S_THEREfORE_ORDERED_THAT: 

This order s h a l l be known as The Rules and Regulations 
Governing the Exp l o r a t i o n and Development of O i l and Gas in 
Certain Areas Herein Defined, Which Are Known To Contain 
Potash Reserves. 

A. OBJECTIVE 

The o b j e c t i v e of these Rules and Regulations is to 
prevent waste, prot e c t c o r r e l a t i v e r i g h t s , assure maximum 
conservation of the o i l , gas and potash resources of New 
Mexico, and permit the economic recovery of o i l , gas and 
potash minerals in the area h e r e i n a f t e r defined. 
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B. THE_POTASH_AREA 

(1) The Potash Area, as described in Exh i b i t A 
attached hereto and made a part hereof, represents the area in 
various parts of which potash mining operations are now in 
progress, or in which core tests indicate commercial potash 
reserves. Such area is coterminous wit h the Known Potash 
Leasing Area (KPLA) as determined by the U.S. Bureau of Land 
Management (BLM). 

(2) The Potash Area, as described in Exhibit "A" 
may be revised by the D i v i s i o n a f t e r due notice and hearing at 
the regular pool nomenclature hearings, to r e f l e c t changes 
made by BLM in i t s KPLA. 

C. DRJ_LLmC_m_THE_POT^^ 

(1) A l l d r i l l i n g of o i l and gas wells in the Potash 
Area shall be subject to these Rules and Regulations. 

(2) No wells shall be d r i l l e d for o i l or gas at a 
location which, in the opinion of the D i v i s i o n or i t s duly 
authorized representative, would r e s u l t in undue waste of 
potash deposits or c o n s t i t u t e a hazard to or i n t e r f e r e unduly 
w i t h mining of potash deposits. 

No mining operations shall be conducted in the 
Potash Area that would, in the opinion of the D i v i s i o n or i t s 
duly authorized representative, c o n s t i t u t e a hazard to o i l or 
gas production, or that would unreasonably i n t e r f e r e w i t h the 
order l y development and production from any o i l or gas pool. 

(3) Upon discovery of o i l or gas in the Potash 
Area, the O i l Conservation D i v i s i o n may promulgate pool rules 
for the affe c t e d area a f t e r due notice and hearing in order to 
address conditions not f u l l y covered by those ruins and the 
general rules. 

(4) The Division's D i s t r i c t Supervisor may waive 
^ , ^ e requirements of Sections D and F which are more rigorous 

"J^-*^" ^ \ a,:-"A than the general rules upon s a t i s f a c t o r y showing that a 
^ A i P * > 'location is outside the L i f e of Mine Reserves (LMR) and 

u _
t ^ ' i J \ surrounding bu f f e r zone as defined hereinbelow and that no 

* commercial potash resources w i l l be unduly diminished. 

(5) A l l encounters w i t h flammable gas, including 
hydrogen s u l f i d e , during d r i l l i n g operations shall be reported 
immediately to the appropriate OCD D i s t r i c t o f f i c e followed by 
a w r i t t e n report of same. 
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D. DR̂ LLĴ NG_AND_CAŜ NG_P 

(1) For the purpose of the regul a t i o n s and the 
d r i l l i n g of we l l s for o i l and gas, shallow and deep zones are 
de f i ned as fo I Iows: 

(a) The shallow zone s h a l l include a l l 
formations above the base of the Delaware Mountain Group or, 
above a depth of 5,000 f e e t , whichever is lesser. 

(b) The deep zone s h a l l include a l l formations 
below the base of the Delaware Mountain Group or, below a 
depth of 5,000 f e e t , whichever is lesser. 

(c) For the purpose of i d e n t i f i c a t i o n , the 
base of the Delaware Mountain Group is hereby i d e n t i f i e d as 
the geophysical log marker found at a depth of 7485 feet in 
the Richardson and Bass No. 1 Rodke well in Section 27, 
Township 20 South, Range 31 East, NMPM, Eddy County, New 
Mex i co. 

(2) Surface Casing S t r i n g : 

(a) A surface casing s t r i n g of new or used o i l 
f i e l d casing in good c o n d i t i o n s h a l l be set in the "Red Bed" 
section of the basal Rustler formation immediately above the 
s a l t s e c t i o n , or in the anhydrite at the top of the s a l t 
s e c t i o n , as determined necessary by the regula t o r y 
representative approving the d r i l l i n g operations, and the 
cement s h a l l be c i r c u l a t e d to the surface. 

(b) Cement s h a l l be allowed to stand a minimum 
of twelve (12) hours under pressure and a t o t a l of twenty-four 
(24) hours before d r i l l i n g the plug or i n i t i a t i n g t e s t s . 

(c) Casing and water-shut-off te s t s s h a l l be 
made both before and a f t e r d r i I I ing the plug and below the 
casing seat as fo l l o w s : 

( i ) I f r o t a r y tools are used, the mud 
sha l l be displaced w i t h water and a 
hydra u l i c pressure of s i x hundred (600) 
pounds per square inch s h a l l be applied. 
I f a drop of one hundred (100) pounds per 
square inch or more should occur w i t h i n 
t h i r t y (30) minutes, c o r r e c t i v e measures 
shaII be appIi ed. 

( i i ) I f cable tools are used, the mud 
sha l l be b a i l e d from the hole, and i f th 
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(d) 
c a s i ng s t r i ng shaI I 
zones. 

( 3 ) SaIt 

(a) A s a l t p r o t e c t i o n s t r i n g of new or used 
o i l f i e l d casing in good con d i t i o n shall be set not less than 
one hundred (100) feet nor more than s ix hundred (600) feet 
below the base of the s a l t section; provided that such s t r i n g 
shall not be set below the top of the highest known o i l or gas 
zone. With p r i o r approval of the OCD D i s t r i c t Supervisor the 
wellbore may be deviated from the v e r t i c a l a f t e r completely 
penetrating Marker Bed No. 126 (USCS) but that section of the 
casing set in the deviated p o r t i o n of the wellbore shall be 
ce n t r a l i z e d at each j o i n t . 

(b) The s a l t p r o t e c t i o n s t r i n g shall be 
cemented, as follows: 

( i ) For wells d r i l l e d to the shallow 
zone, the s t r i n g may be cemented w i t h a 
nominal volume of cement for t e s t i n g 
purposes only. I f the exploratory test 
well is completed as a productive w e l l , 
the s t r i n g shall be re-cemented wit h 
s u f f i c i e n t cement to f i l l the annular 
space back of the pipe from the top of the 
f i r s t cementing to the surface or to the 
bottom of the c e l l a r , or may be cut and 
pulled i f the production s t r i n g is 
cemented to the surface as provided in 
sub-section D ( 5 ) ( a ) ( i ) below. 

( i i ) For wells d r i l l e d to the deep zone, 
the s t r i n g must be cemented w i t h 
s u f f i c i e n t cement to f i l l the annular 
space back of the pipe from the casing 
seat to the surface or to the bottom of 
the c e l l a r . 

(c) I f the cement f a i l s to reach the surface or the 
bottom of the c e l l a r , where required, the top of the cement 
shaI I be located by a temperature, gamma ray or other survey 
and a d d i t i o n a l cementing shall be done u n t i l the cement is 
brought to the point required. 

hole does not remain dry for a period of 
one hour, c o r r e c t i v e measures shall be 
appIi ed. 

The above requi rements for the surface 
be applicable to both the shallow and deep 

Pro tec t i on S t r i ng: 
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(d) The f l u i d used to mix w i t h the cement 
sh a l l be saturated with the s a l t s common to the zones 
penetrated and w i t h s u i t a b l e proportions but not less than 1% 
of calcium c h l o r i d e by weight of cement. 

(e) Cement s h a l l be allowed to stand a minimum 
of twelve (12) hours under pressure and a t o t a l of twenty-four 
(24) hours before d r i l l i n g the plug or i n i t i a t i n g t e s t s . 

( f ) Casing tests s h a l l be made both before and 
a f t e r d r i l l i n g the plug and below the casing seat, as follows: 

( i ) I f r o t a r y tools are used, the mud 
sh a l l be displaced w i t h water and a 
hydr a u l i c pressure of one thousand (1000) 
pounds per square inch s h a l l be applied. 
I f a drop of one hundred (100) pounds per 
square inch or more should occur w i t h i n 
t h i r t y (30) minutes, c o r r e c t i v e measures 
sh a l l be appIi ed. 

I i i ) I f cable tools are used, the mud 
sha l l be b a i l e d from the hole and i f the 
hole does not remain dry for a period of 
one hour, c o r r e c t i v e measures s h a l l be 
appI i ed. 

(g) The D i v i s i o n , or i t s duly authorized 
r e p r e s e n t a t i v e , may require the use of cen t r a l i zers on the 
s a l t p r o t e c t i o n s t r i n g when in t h e i r judgment the use of such 
c e n t r a l i z e r s would o f f e r f u r t h e r p r o t e c t i o n to the s a l t 
s e c t i o n . 

(h) Before d r i l l i n g the plug a d r i l l i n g spool 
i n s t a l l e d below the bottom blowout preventer or the wellhead 
casing o u t l e t s h a l l be equipped w i t h a rupture disc or other 
automatic p r e s s u r e - r e l i e f device set at 80% of the API-rated 
burst pressure of new casing or 60% of the API-rated burst 
pressure of used casing. The disc or r e l i e f device should be 
connected to the r i g choke manifold system so that any flow 
can be c o n t r o l l e d away from the r i g . The disc or r e l i e f 
device s h a l l remain i n s t a l l e d as long as d r i l l i n g a c t i v i t i e s 
continue in the well u n t i l the intermediate or production 
casing is run and cemented. 

( i ) The above requirements for the s a l t 
p r o t e c t i o n s t r i n g s h a l l be applicable to both the shallow and 
deep zones except for sub-section D (3) (b) ( i ) and ( i i ) 
above. 
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( 4 ) iOl£I[[)£d j_a^e_S J_r J_nrj: 

(a) In d r i l l i n g wells to the deep zone for o i l 
or gas, the operator shall have the option of running an 
intermediate s t r i n g of pipe, unless the D i v i s i o n requires an 
intermediate s t r i n g be run. 

(b) Cementing procedures and casing tests for 
the intermediate s t r i n g shall be the same as provided under 
sub-sections D (3) ( c ) , (e) and ( f ) for the s a l t p r o t e c t i o n 
s t r i ng. 

( 5 ) Product i_gn_Str^ng : 

(a) A production s t r i n g shall be set on top or 
through the o i l or gas pay zone and shall be cemented as 
foI Iows: 

( i ) For wells d r i l l e d to the shallow zone 
the production s t r i n g shall be cemented to 
the surface i f the s a l t p r o t e c t i o n s t r i n g 
was cemented only w i t h a nominal volume 
for t e s t i n g purposes, in which case the 
s a l t p r o t e c t i o n s t r i n g can be cut and 
pull e d before the production s t r i n g is 
cemented; provided, that i f the s a l t 
p r o t e c t i o n s t r i n g was cemented to the 
surface, the production s t r i n g shall be 
cemented w i t h a volume adequate to protect 
the pay zone and the casing above such 
zone. 

( i i ) For wells d r i l l e d to the deep zone, 
the production s t r i n g shall be cemented 
wi t h a volume adequate to protect the pay 
zone and the casing above such zone; 
provided, that i f no intermediate s t r i n g 
shall have been run and cemented to the 
surface, the production s t r i n g shall be 
cemented to the surface. 

(b) Cementing procedures and casing tests for 
the production s t r i n g shall be the same as provided under 
sub-section D (3) ( c ) , (e) and ( f ) for the s a l t p r o t e c t i o n 
s t r i n g ; however i f high pressure o i l or gas production is 
discovered in an area, the D i v i s i o n may promulgate the 
necessary rules to prevent the charging of the s a l t section. 
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E. DRJ^L^NG^FL^ j^p_F^R_SA^T_SECT^ON 

The f l u i d used while d r i l l i n g the s a l t section s h a l l 
consist of water, to which has been added s u f f i c i e n t s a l t s of 
a character common to the zone penetrated to completely 
saturate the mixture. Other admixtures may be added to the 
f l u i d by the operator in overcoming any s p e c i f i c problem. 
This requirement is s p e c i f i c a l l y intended to prevent enlarged 
dr i I I ho I es. 

F. PLUGGING AND ABANDONMENT OF WELLS 

(1) A l l wells heretofore and hereafter d r i l l e d 
w i t h i n the Potash Area s h a l l be plugged in a manner and in 
accordance w i t h the general rules or f i e l d rules established 
by the D i v i s i o n that w i l l provide a s o l i d cement plug through 
the s a l t section and any water-bearing horizon and prevent 
l i q u i d s or gases from entering the hole above or below the 
s a l t sec t i on. 

(2) The f l u i d used to mix the cement s h a l l be 
saturated w i t h the s a l t s common to the s a l t section penetrated 
and w i t h s u i t a b l e proportions but not more than three (3) 
percent of calcium c h l o r i d e by weight of cement being 
considered the desired mixture whenever possible. 

G. DESj^GNATmN_OF_DR^LLAB 

(a) W ithin ninety (90) days f o l l o w i n g 
e f f e c t i v e date of t h i s Order and annually t h e r e a f t e r by 
January 31 i f revised, each potash lessee, without regard to 
whether the lease covers State or Federal lands, s h a l l f i l e 
w i t h the D i s t r i c t Manager, BLM, and the State Land O f f i c e 
(SLO), a designation of the potash deposits considered by the 
potash lessee to be i*s l i f e - o f - m i n e reserves ("LMR"). For 
purposes of t h i s Agreement, " l i f e - o f - m i n e reserves" means 
those potash deposits w i t h i n the Potash Area reasonably 
believed by the potash lessee to contain potash ore in 
s u f f i c i e n t thickness and grade to be mineable using current 
day mining methods, equipment and technology. Information 
used by the potash lessee in i d e n t i f y i n g i t s LMR sh a l l be 
f i l e d w i t h the BLM and SLO but w i l l be considered p r i v i l e g e d 
and c o n f i d e n t i a l "trade secrets and commercial, 
.information" w i t h i n the meaning of 43 C.F.R.§ 2.13(c)(4) 
(1986), Section 19-1-2.1 NMSA 1978, and not subject to pub l i c 
d i s c l o s u r e . 

(b) Authorized o f f i c e r s of the BLM and SLO 
sha l l review the information submitted by each potash lessee 
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in support of i t s LMR designation on th e i r respective lands 
and v e r i f y upon request, that the data used by the potash 
lessee in e s t a b l i s h i n g the boundaries of i t s LMR is consistent 
w i t h data ava i l a b l e to the BLM and SLO. Any disputes between 
the BLM and potash lessee concerning the boundary of a 
designated LMR shall be resolved in accordance w i t h the 
Department of I n t e r i o r ' s Hearings and Appeals Procedures, 43 
C.F.R. Part 4 ( 1 986 ) . 

(c) A potash lessee may amend i t s designated 
LMR by f i l i n g a revised designation w i t h the BLM and SLO 
accompanied by the information r e f e r r e d to in Section A above. 
Such amendments must be f i l e d by January 31 next f o l l o w i n g the 
date the a d d i t i o n a l data becomes a v a i l a b l e . 

(d) Authorized o f f i c e r s of the BLM and SLO 
shall con»ni t the designated LMR of each potash lessee to a 
map(s) of su i t a b l e scale and the r e a f t e r revise the map(s) as 
necessary to r e f l e c t the lat e s t amendments to any designated 
LMRs. These maps shall be considered p r i v i l e g e d and 
co n f i d e n t i a l and exempt from disclosure under 43 C.F.R. Part 2 
and §19-1-2.1 NMSA 1 978 , and w i l l be used only for the 
purposes set f o r t h in t h i s Order. 

(e) The foregoing procedure can be modified by 
po l i c y changes w i t h i n the BLM and State Land O f f i c e . 

(2) Before commencing d r i l l i n g operations for o i i 
or gas on any lands w i t h i n the Potash Area, the well operator 
shall prepare a map or p l a t showing the location of the 
proposed w e l l , said map or pla t to accompany each copy of the 
Notice of I n t e n t i o n to D r i l l . In ad d i t i o n to the number of 
copies required by the D i v i s i o n , the well operator shall send 
one copy by registered mail to each potash operator holding 
potash leases w i t h i n a radius of one mile of the proposed 
w e l l , as r e f l e c t e d by the p l a t s submitted under paragraph I 
(2 ) . The well operator shall f u r n i s h proof of the fact that 
said potash operators were n o t i f i e d by registered mail of his 
intent by attaching return receipt to the copies of the Notice 
of I n t e n t i o n to D r i l l and pl a t s furnished the D i v i s i o n . 

(3) D r i l l i n g a p p l i c a t i o n s on federal lands w i l l be 
processed for approval by BLM. Applications on state or 
patented lands w i l l be processed by the D i v i s i o n and, in the 
case of state lands, in c o l l a b o r a t i o n w i t h the SLO. -The 
Di v i s i o n w i l l f i r s t ascertain from the BLM or SLO that^ _thje. . 
I ULd 11 UH is no tw'i th i n* t h*e~TMR area . Ac r t ve m i n e wo r k ing s and 
nxTned-out arenas shall also be t r ea t"e~d" as LMR. Any a p p l i c a t i o n 
to d r i l l in the LMR area, including b u f f e r zones, may be 
approved only by mutual agreement of lessor and lessees of 
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both potash and o i l and gas i n t e r e s t s . A p p l i c a t i o n s to d r i l l 
outside the LMR w i l l be approved as indicated below; provided 
there is no protest from potash lessee w i t h i n 20 days of his 
rece i p t of a copy of the no t i c e : 

(a) a shallow well shall be d r i l l e d no closer 
to the LMR than one-fourth (1/4) mile or 110% 
of the depth of the ore, whichever is greater. 

(b) A deep well s h a l l be d r i l l e d no closer than 
one-hal ; (1/2) mile from the LMR. 

A representative of any potash lessee w i t h i n a 
radius of one mile from the well l o c a t i o n may be present 
during d r i l l i n g , cementing, casing, and plugging of any o i l or 
gas wells to observe conformance w i t h these r e g u l a t i o n s . 
Likewise, a representative of the o i l and gas lessee may 
inspect mine workings on his lease to observe conformance w i t h 
these r e g u l a t i o n s . 

1 • Eik!.NQ_9E_^§LL_SyRVEYS^_MJ_NE SURVEYS 

{1) D i r e c t i o n a l Surveys: 

The D i v i s i o n may require an operator to f i l e a 
c e r t i f i e d d i r e c t i o n a l survey from the surface to a point below 
the lowest known potash-bearing horizon on any well d r i l l e d 
w i t h i n the Potash Area. 

(2) ^irj£_Surveys : 

Withi n 30 days a f t e r the adoption of t h i s order 
and t h e r e a f t e r on or before January 31st of each year, each 
potash operator s h a l l f u r n i s h the D i v i s i o n two copies of a 
pl a t of a survey of the lo c a t i o n of his I easehoIdings and a l l 
of his open mine workings, which p l a t s h a l l be a v a i l a b l e for 
public inspection and on a scale acceptable to the D i v i s i o n . 

J • APJ^CAJJ_L^TY_OF_SW 

A l l general statewide rules and regu l a t i o n s of the 
Oi l Conservation D i v i s i o n governing the development, 
operation, and producticn of o i l and gas in the State of New 
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Mexico not inconsistent or in c o n f l i c t herewith, nre hereby 
adopted and made applicable to the areas described herein. 

(1) Order R-111 and amendments through R-111-0 are 
hereby rescinded. 

(2) J u r i s d i c t i o n of t h i s cause is retained for the entry 
of such further orders as the Conmission may deem necessary. 

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

STATE OF NEW MEXICO 

WILLIAM R. HUMPHRIES, Member 

and Secretary 



EXHIBIT "A" 
CASE 93 16 

ORDER R-1I 1-P 

CONSOLIDATED LAND DESCRIPTION OF THE KNOWN POTASH 
LEASING AREA, AS OF FEBRUARY 3, 198 8 

TOWNSHIP 18 

EDDY COUNTY, NEW MEXICO 

30 EAST. NMPM 
Sec t i on 
Sec t i on 
Sec t i on 
Sec t i on 
Sec t i on 
Sec t i on 
Sec t i on 
Sec t i on 
Section 
Sec t i on 

1 0 
11 
1 3 
1 4 
1 5 
22 
23 
24 
26 
27 

SOUTH^_RANGE 
SE/4 SE/4' 
S/2 
W/2 
W/2 
E/2 
N/2 , 
Al I 
N/2 
NE/4 

SW/4 
SW/4 
NE/4 
NE/4 
N/2 

NW/ 4 , 
, N/2 

and SE/4 SW/4 
NW/4 and S/2 
SE/4 SW/4 and SE/4 
SW/4, SE/4 SW/4 and SE/4 

SW/4 
NW/4 

NW/4 and 
and SE/4 

NW/4 
NW/4 

SW/4 

N/2 NE/4 and NE/4 NW/4 

TOWNSHIP 19 SOUTH, RANGE 2 9 EAST, NMPM 
Sect on 1 1 SE/4 §1/4 
Sect on 1 2 SE/4 NE/4 and S/2 
Sect on 1 3 Al 1 
Sect on 1 4 NE/4 , SE/4 NW/4 and S/2 
Sect on 1 5 SE/4 SE/4 
Sect on 22 NE/4 . E/2 W/2 and SE/4 
Sect on 23 Al 1 
Sect on 24 Al 1 
Sect on 25 NW/4 NW/ 4 
Sect " on 26 N/2 NE/4 and NW/4 
Sect ' on 27 NE/4 and E/2 NW/4 

TOWNSH|P_|9 
Section 2?" 
Sec t i on 3 : 

Sec t i on 4 : 

Sec t i on 5 : 

Sec t i on 6 : 
Sec t i ons 7 
Section 11 
Sec t i on 12 
Sec t i on 13 
Sec t i ons 14 
Section 19: 

Sections 20 
Sec t i on 2 4: 

S/2 SE/4 and 

S/2 NW/4 

SW/4 
W/2 SW/4, SE/4 SW/4 

NE/4 SE/4 
Lots 3 and 4, SW/4 NE/4 

and S/2 
Lots 1, 2, and 3, S/2 NE/4 

S/2 NW/4 and S/2 
S/2 SE/4 and NE/4 SE/4 

to 10 inclusive 
S/2 NE/4, NW/4 NW/4 and 
NE/4, S/2 NW/4 and S/2 
NE/4, W/2, N/2 SE/4 and 

to 18 inclusive 
Lots 1, 2, and 3, NE/4, E/2 NW/4 

NE/4 SW/4, E/2 SE/4 and 
NW/4 SE/4 

to 23 inclusive 
NW/4, NW/4 SW/4 

S/2 

SW/ 4 SE/4 

and S/2 SW/u 
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Sect ion 25 : NW/4 NW/4 
Sect i on 26 : NE/4 NE/4, W/2 NE/4, W/2, W/2 

and SE/4 SE/4 
Sect ion 27 : Al 1 
Sect ion 28 : Al 1 
Sec t i on 29 : E/2, E/2 NW/4 and NW/4 NW/4 
Sec t i on 32 : E/2 and SE/4 SW/4 
Sect i on 33 to 35 i nc1 us i ve 
Sec t i on 36 : NW/4 NW/4, S/2 NW/4 and S/2 

SE/4 

I9!5fN§biP_l£_SOyiHi_RANCE 31 EAST, NMPM 
Section 7" 
Sec t i on 18 

Section 31 
Section 3 4 
Sec t i on 35 
Section 3 6 

Cots 1. 2, and 3 and~E72 NW/4 
Lots 1. 2, and 3 and SW/4 NE/4 

E/2 NW/4 and NE/4 SW/4 
Lot 4 
SE/4 SE/4 
S/2 SW/4 and SW/4 SE/4 
S/2 SE/4 

LEA COUNTY, NEW MEXICO 

TOWNSHj_P_̂ 9 
Section 31 
Sec t i on 3 3 
Section 3 4 
Section 35 
Section 36 

TOWNSHIP _ n 
Sec t i on 2 2: 
Sec t i on 2 3: 

Sec t i on 2 5 
Section 26 
Section 27 
Section 2 8 
Section 30 

Sec t i on 31: 
Sec t i on 32: 
Sections 3 3 
Sec t i on 36 : 

SOUTĤ  
Lot' 
Lots 
Lots 
Lots 
Lots 

RANGE 
'4 

3 2 EAST, NMPM 

to 
to 
to 
to 

i ncI us i ve 
inclusive 
i ncI us i ve 
inclusive 

and 
and 
and 

N/2 
N/2 
N/2 

S/2 
S/2 
S/2 

SE/4 NE/4 
NW/4 SW/4 and NE/4 SE/4 

I 3 §ASTJL_NMPM 
E72 SW/4 Ind SE/4 
SW/4, W/2 SE/'l and 
SE/4 
W/2 SW/4 and SE/4 SW/4 

SOUTH,_RANGE 
SE74 NE/4" 
S/2 NW/4. 

SE/4 
SW/4 NW/4 
Al I 
Al I 
S/2 SE/4 and NE/4 SE/4 
Lots 2 to 4 Inclusive, S/2 NE/4, 

SE/4 NW/4. E/2 SW/4 and SE/4 
Al I 
NE/4, S/2 NW/4 and S/2 

to 35 inclusive 
W/2 NE/4, SE/4 NE/4, NW/4 and S/2 

TOWNSmP_J^_SOUTH^_ 
Section 31: Lots 3 and 4 
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EDDY COUNTY, NEW MEXICO 

TOWNSHIP 2 0 
Sec t i on 
Sec t i on 
Sec t i on 
Sec t i on 
Sec t i on 
Sec t i on 
Sec t i on 

Sec t i on 
Sec t i on 
Sec t i on 
Sect i on 
Sec t i on 
Sec t i on 

1 
1 3 
1 4 
1 5 
22 
23 
24 

25 
26 
27 
34 
35 
36 

SOUTH, RANGE 
SE74 NE74" 
SW/4 NW/4 
NW/4 NE/4 

29_EAST_̂ _N\1PM 
and~E72 SE/4 
W/2 SW/4 and SE/4 SW/4 
S/2 NE/4 , NW/4 and S/2 

E/2 E/2 
E/2 and 
Al I 
SW/4 

SE/4 SW/4 
E/2 NW/4 

and W/2 SE/4 

NE/4 
SF/4 

N/2, SW/4 
Al I 
E/2 
NE/4 
N/2 
W/2 NE/4 

W/2 
SE/4 
W/2 

W/2 SE/4 and 

SE/4 and NE/4 SE/4 

and NW/4 

TOWNSH1P 20 SOUTH, RANGE 3 0 EAST, NMPM 
Sec tTons 1 to 4 i n c l u s i v e 
Sec t i on 5 : Lots 1 to 3 i n c l u s i v e , S/2 N/2 

and S/2 
Sec t i on 6 : Lots 5, 6, and 7, S/2 NE/4, E/2 SW/4 

and SE/4 
Sec t i on 7 : Lots 1 and 2, E/2 and E/2 NW/4 
Sec t i ons 8 to 17 i n c l u s i v e 
Sec t i on 1 8 : El 2 
Sec t i on 19 : E/2 and SE/4 SW/4 
Sec t i ons 20 to 2 9 i n c l u s i v e 
Sec t i on 3 0 : Lots 1 to 3 i n c l u s i v e , E/2 and 

E/2 W/2 
Sec t i on 31 : NE/4 and E/2 SE/4 
Sec t i ons 32 to 36 i n c l u s i v e 

TOWNSH1P 20 SOUTH, RANGE 31 EAST, NMPM 
Sec t i on 1 : Lots 1 to 3 i n c l u s i v e . S/2 N/2 

and S/2 
Sect ion 2 : Al 1 
Sec t i on 3 : Lots 1 and 2. S/2 NE/4 and SE/4 
Sec t i on 6 : Lots 4 to 7 i n c l u s i v e , SE/4 NW/4, 

E/2 SW/4, W/2 SE/4 and 
SE/4 SE/4 

Section 7 : Al 1 
Sec t i on 8 : S/2 N/2 and S/2 
Sec t i on 9 : S/2 NW/4, SW/4, W/2 SE/4 and 

SE/4 SE/4 
Sect ion 1 0 : E/2 and SW/4 
Sec t i ons 1 1 to 36 i n c l u s i v e 
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LEA COUNTY, NEW MEXICO 

TOWNSHJ_P_2 0_SOUTĤ _RA 
Sections 1 to 4 inclusive 
Sect ion 5: S/2 SE/4 
Section 6: Lots 4 to 7 inclusive, SE/4 NW/4 

E/2 SW/4 and SW/4 SE/4 
Sections 7 to 36 inclusive 

TOWNSH]_P_2 0_SOUT 
Sections 1 to 36 inclusive 

IQWNSHJ_P_2 0_SOUTĤ _R̂  
Section 6: Lots 3 to 7 inclusive, SE/4 NW/4, 

E/2 SW/4, W/2 SE/4 and 
SE/4 SE/4 

Sect on 7 : Al 1 
Sec t on 8 : SW/4, S/2 NW/4, W/2 SE/4 and 

SE/4 SE/4 
Sect on 1 6 : W/2 NW/4, SE/4 NW/4, SW/4 and 

S/2 SE/4 
Sect ons 1 7 to 2 1 i n c l u s i v e 
Sect on 2 2 : N/2 NW/4, SW/4 NW/4, SW/4, W/2 

and SE/4 SE/4 
Sect on 26 : SW/4. W/2 SE/4 and SE/4 SE/4 
Sec t ons 27 to 3 5 i n c l u s i v e 
Sect on 36 : SW/4 NW/4 and W/2 SW/4 

EDDY COUNTY, NEW MEXICO 

TOWNSHIP 2 1 SOUTH, RANGE 2 9 EAST, NMPM 
Sec t ons 1 to 3 i n c l u s i v e 
Sec t on 4 : Lots 1 through 16, NE/4 SW/4 

SE/4 
and 

Sect on 5 : Lot 1 
Sec t on 1 0 : N/2 NE/4, SE/4 NE/4 and SE/4 SE/4 
Sect ons 1 1 to 14 i n c l u s i v e 
Sec t on 1 5 : E/2 NE/4 and NE/4 SE/4 
Sec t on 23 : N/2 NE/4 
Sec t on 24 : E/2, N/2 NW/4 and SE/4 NW/4 
Sec t i on 25 : NE/4 NE/4 and S/2 SE/4 
Sec t i on 35 : Lots 2 to 4 i n c l u s i v e , S/2 NE/4, 

NE/4 SW/4 and N/2 SE/4 
Sec t i on 36 : Lots 1 to 4 i n c l u s i v e , NE/4, 

E/2 NW/4 and N/2 S/2 

TOWNS_mP_2 1 SOUTH, RANGE 3 0 EAST, NMPM 
Sections 1 to 36 inclusive 
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I2.yy§yiP_ll_§2yitii_,3A--9§_2I. 
Sections 1 to 36 inclusive 

EAST, NMPM 

LEA COUNTY, NEW MEXICO 

TOWNSHIP 
Sec t i ons 
Sec tion 2 8: 
Sect i ons 29 
Sec t i on 3 2 
Sec t i on 
Sec t i on 
Section 

3*» 
35 
36 

to 

21_§2yi-.x_!!Ay5§_lI_§AST_, 
1 to 2 7 inclusive 

N/2 and N/2 S/2 
3 1 i ncI us i ve 
NW/4 NE/4, NW/4 
N/2 NE/4 
N/2 N/2 
E/2, N/2 NW/4, SE/4 

NE/4 SW/4 

NMPM 

and NW/4 SW/4 

NW/4 and 

TOWNSHIP 21 SOUTH, RANGE 3 3 EAST, NMPM 
Sec t on 1 : Lots 2 to 7 inclusive, Lots 

14 inclusive, N/2 SW/4 
SW/4 SW/4 

Sec t ons 2 to 11 inclusive 
Sec t on 1 2 : NW/4 NW/4 and SW/4 SW/4 
Sec t on 1 3 : N/2 NW/4, S/2 N/2 and S/2 
Sec t ons 1 4 to 2 4 inclusive 
Sec t on 25 : N/2, SW/4 and W/2 SE/4 
Sec t ons 26 to 3 0 i nc1 us i ve 
Sect on 31 : Lots 1 to 4 inclusive, NE/4 

E/2 W/2, N/2 SE/4 and 
SW/4 SE/4 

Sec t on 32 : N/2 and NW/4 SW/4 
Sec t on 33 : N/ 2 
Sect i on 34 : NE/4, N/2 NW/4 and E/2 SE/4 
Sect i on 35 : Al I 
Sect i on 36 : W/2 NE/4, NW/4 and S/2 

TOWNSH1P 21 SOUTH, RANGE 3 4 EAST, NMPM 
Sec t i on 1 7 : W/ 2 
Sect i on 1 8 : Al I 
Sec t i on 1 9 : Lots 1 to 4 inclusive, NE/4 

E/2 W/2, N/2 SE/4 and 
SW/4 SE/4 

Sect ion 20 : NW/4 NW/4 
Sec t i on 3 0 : Lots 1 and 2 and NE/4 NW/4 
Sect i on 31 : Lots 3 and 4 

EDDY COUNTY, NEW MEXICO 

TOWNSH1P 22 SOUTH, RANGE 2 8 EAST, NMPM 
Sec t i on 36 : E/2 F / 2 

10 to 
and 
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TOWNSHIP 2 2 SOUTH, RANGE 2 9 EAST, NMPM 
Sections 1 and 
Sec t i on 3: 
Section 9: 
Sec t i ons 10 to 
Sec t i on 17: 
Sec t i on 19: 
Sec t i ons 2 0 to 
Section 29 
Sec t i on 30 
Sec t i on 31 

Sec t i ons 32 to 

2 i n c l u s i v e 
SE/4 SW/14 and SE/4 
S/2 NE/4 and S/2 
16 i n c l u s i v e 
S/2 SE/4 
SE/4 NE/4 and E/2 SE/4 
2 8 i n c l u s i v e 
N/2 N/2, S/2 NE/4 and SE/4 
NE/4 NE/4 
Lots 1 to 4 i n c l u s i v e , S/2 NE/4 

E/2 W/2 and SE/4 
3 6 i n c l u s i v e 

TOWNSHJ^_2 2_SOLTH 
Sections 1 to 36 i n c l u s i v e 

TOWNSHIP 
Sections 1 
Section 12: 
Sec t i on 13: 
Sec t i ons 14 
Section 2 4 
Section 2 5 
Section 26 
Sec t i ons 2 7 

EAST, NMPM 
to 11 i ncI us i ve 

NW/4 NE/4, NW/4 and NW/4 SW/4 
S/2 NW/4 and SW/4 

to 23 i n c l u s i v e 
W/ 2 
NW / 4 
NE/4 and N/2 NW/4 

to 34 i n c l u s i v e 

LEA COUNTY, NEW MEXICO 

TOWNSH1P 22 SOUTH, RANGE 3 2 EAST, NMPM 
Sec t i on 1 : Lot 1 
Sec t i on 6 : Lots 2 to 7 i n c l u s i v e and SE/4 NW/4 

TOWNSH1P 22 SOUTH, RANGE 3 3 EAST, NMPM 
Sec t i on 1 : Lois 1 to 4 i n c l u s i v e , S/2 N/2 and 

N/2 S/2 
Section 2 : Al 1 
Section 3 : Lot 1 , SE/4 NE/4 and SE/4 
Sect i on 6 : Lot 4 
Sec t i on 1 0 : NE/4 
Sect ion 1 1 : NW/4 NE/4 and NW/4 

TOWNSH1P 22 SOUTH, RANGE 3 4 EAST, NMPM 
Sect ion 6 : Lots 4 to 6 i n c l u s i v e 
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EDDY COUNTY, NEW MEXICO 

TOWNSmP_2 3_SO^ 
Sect i on 1 : Lot 1 

TOWNSHj_P_23 
Sec t i ons 1 
Sec t i on 6: 

Sect 
Sect 
Sect 
Sec t 
Sect 
Sect 
Sect 
Sect 
Sec t 
Sect 
Sect 
Sect 

on 7 : 
on 8 : 
ons 9 
on 1 7 : 
ons 21 
on 24 
on 25 
on 26 
on 27 
on 28 
on 33 
on 34 

to 

to 

Sect i on 
Sec t i on 

35 
36 

_§9yit!i_BANCE 
to 5 i ncI us i v 

Lots 1 to 
SE/4 

NE/4 and 
N/2 , N/2 
16 i ncI us i 
NE/4 and 
23 inclus 
N/2, SW/4 
W/2 NW/4 
Al I 
Al I 
N/2, N/2 
N/2 NE/4 
NE/4, E/2 

NE/4 
Al I 
W/2 NE/4, 

2 9 EAST, NMPM 

6 i ncI us i ve, S/2 NE/4, 
NW/4, E/2 SW/4 and SE/4 
NE/4 NW/4 
SW/4, SE/4 SW/4 and SE/4 
ve 
E/2 SE/4 
i ve 
and N/2 SE/4 

and NW/4 SW/4 

SW/4. SE/4 SW/4 and SE/4 
and NE/4 NW/4 
NW/4, NW/4 NW/4, 
SW/4 and SE/4 

NW/4 and N/2 SW/4 

TOWNSHIP 
Sec t i ons 
Section 19 
Section 20 
Section 21 
Sec t i on 2 2 
Sections 23 
Sec t i on 26: 
Sec t i on 2 7: 

23_SOUTH^ 
1 to 18 i ncI us i ve 

RANGE 30 EAST, NMPM 

Sec t i on 
Sec t i on 
Sec t i on 
Sec t i on 
Sec t i on 

28 
29 
30 
32 
33 

to 

N/2 
Al I 
Al I 
N/2 
25 
E/2 
N/2 

N/2 
N/2 
N/2 
N/2 
SE/4 

N/2 SW/4, SE/4 SW/4 and SE/4 

Sections 34 to 36 

, S/2 SW/4, N/2 S/2 and SE/4 SE/4 
inclusive 
, SE/4 NW/4 and SW/4 
NW/4, SW/4 NW/4, SE/4 SW/4, 
S/2 SE/4 and NE/4 SE/4 

and SW/4 
and SE/4 
NE/4 
NE/4 
NE/4, N/2 NW/4, NE/4 SE/4 
and S/2 SE/4 

inclusive 

TOWNSmP_ 
Sec t i on 
Sec t i ons 
Sect i on 
Sec t i on 
Sec t i on 
Sec t i on 

2 3 SOUTH, RANGE 31 EAST, NMPM 
2 
3 
8 
9 
1 0 
1 1 

Lot 4, SW/4 NW74 and W72 SE/4 
to 7 inclusive 

NE/4 NE/4, W/2 NE/4 and W/2 
N/2 N/2 
NW/4 NW/4 and SE/4 SE/4 
S/2 NE/4, S/2 SW/4 and SE/4 
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Sec t on 1 2 SW/4 
Sec t on 1 3 SW/ 4 
Sec t on 1 4 Al 1 
Sec t on 1 5 E/ 2 . 
Sect on 1 6 SW/4 
Sec t on 1 7 NW/4 
Sec t ons 18 to 23 i 
Sec.t on 24 W/2 
Sec t on 25 W/2 

Sec t 'ons 26 to 34 i 
Sec t on 35 N/2 

NW / 4 
NE/4 

and SW/4 
W/2 and W/2 SE/4 

SW/4 SE/4 NW/4 and 
and S/2 SE/4 
and S/2 

NE/4 and W/2 
NE/4, NW/4, N/2 SW/4 and 
NW/4 SE/4 

nc Ins i ve 
NW/4 and SW/4 NW/4 

TOWNSH|P_2 4_SOUTH^_RANC 
Section 2: Lots 2 to 4 i n c l u s i v e 
Section 3: Lo t 1 

TOWNSHIP 2 4 SOUTH, RANGE 3 0 EAST, NMPM 
Sect i on 1 Lots 1 to 4 i ncTus i ve, S/2 N/2, 

SW/4 and NW/4 SE/4 
Sect on 2 Al 1 
Sec t on 3 Al 1 
Sect on 4 Lots 1 and 2, S/2 NE/4 , SE/4 NW/4 

SW/4 SW/4, E/2 SW/4 and SE/4 
Sec t on 9 N/2 , N/2 SW/4, SE/4 SW/4 and SE/4 
Sect on 10 Al 1 
Sec t on 1 1 Al 1 
Sect on 1 2 W/ 2 NW/4 and NW/4 SW/4 
Sect on 1 4 W/2 NE/4 and NW/4 
Sec t on 1 5 NE/4 and N/2 NW/4 

TOWNSH|P 2 4_SOUTHi_RANGE_3 1 _EASTJ__NMPM 
2 To 4 ~ i n c l u s i v e , SW/4 
S/2 NW/4, SW/4 and W/2 

Sec t on 3 : Lot 

Sec t on 4 : Al I 
Sect on 5 : Lot 

Sect on 6 : Lot 

Sect on 9 : E/2 
Sec t on 1 0 : W/2 
Sect on 35 : Lot 

Sect on 36 : Lot 

NE/4 
SE/4 

N/2 , : 1 to 4 i ncI us i ve, S/2 
N/2 S/2 and SE/4 SE/4 

> 1 to 6 i ncI us i ve , S/2 NE/ 4 , 
SE/4 NW/4, NE/4 SW/4 and 
N/2 SE/4 
and NW/4 

NE/4 and W/2 
> 1 to 4 i n c l u s i v e , S/2 N/2 and 
N/2 S/2 

; 1 and 2, SW/4 NW/4 and N/2 SW/4 

TOWNSH|P_2 5_SOUTHi_RANGE_3 
Section 1: Lots 3 and 4 and S/2 NW/4 
Section 2: Lots 1 to 4 i n c l u s i v e and S/2 Nil 



STATEMENT OF AGREEMENT BETWEEN 
TILE POTASH INDUSTRY AND OIL AND 

GAS INDUSTRY ON CONCURRENT 
OPERATIONS IN TUP. fOTASII ARFA 

IN EDDY AND LEA CUUNTIES. NEW MEXICO 

In t r o d u c t i o n 

This Statement of Agreement sets f o r t h the j o i n t agreement 

of the Potash Industry and O i l and Gas Industry on important 

issues concerning the concurrent development of potash and o i l 

and gas reserves i n Eddy and Lea Counties, New Mexico. I t 

represents the e f f o r t s of numerous representatives from each 

Industry over many months and i s intended to resolve many of 

the disputes that have arisen as a r e s u l t of concurrent o i l and 

gas d r i l l i n g a c t i v i t i e s i n the v i c i n i t y of underground potash 

mining. 

The p a r t i e s recognize that t h i s Agreement w i l l not resolve 

a l l disputes or disagreements that may arise and that 

regulatory i n t e r v e n t i o n may s t i l l be necessary i n some 

instances. By entering i n t o t h i s Agreement, however, each 

industry recognizes the r i g h t of the other to develop i t s 

mineral resources i n a safe and economical manner and 

acknowledges tha t concurrent development of m u l t i p l e mineral 

resources places c e r t a i n l i m i t s on each i n d u s t r y . Each also 

agrees that these l i m i t s can be be t t e r defined through good 

f a i t h discussions among indu s t r y representatives f a m i l i a r w i t h 

i n d u s t r y technology and practices than repeated and prolonged 

l i t i g a t i o n or ad m i n i s t r a t i v e proceedings. 

EXHIBIT "B" 
CASE NO. 9316 
ORDER NO. R- l l l - P 



In attempting to accomplish this, each Industry has made 

concessions on issues considered c r i t i c a l to i t in a good faith 

effort to obtain concessions from the other. For this reason, 

both Industries agree that the terms of this Statement of 

Agreement are subject to the following conditions: 

1. Upon approval by representatives of each 
Industry, the terms of the Agreement w i l l be 
submitted to and must be adopted without 
substantial change by the New Mexico Oil 
Conservation Commission ("OCC") in lieu of the 
current Order R-111A, as amended; 

2. The terms of the Agreement w i l l be submitted to 
and must be adopted without substantial change by 
the U. S. Department of Interior, Bureau of Land 
Management ("BLM") in lieu of Section I I I (E) of 
the Secretary of the Interior's Order of October 
21, 1986 [51 f_£d.. Re_g.. 39425]; 

3. Each Industry w i l l use i t s best efforts to secure 
approval of the terms of the Agreement from the 
OCC and BLM; and 

4. In the event the terms in the Agreement are not 
adopted without substantial change by both the 
OCC and the BLM, this Statement of Agreement w i l l 
become null and void and w i l l not be referred to 
by any Industry representative on the Study 
Committee in any future proceeding before the OCC 
or BLM. 

I t i s the intention of the parties to this Agreement that: 

(1) certain areas of potash deposits, called Hlife-of-mine-

reserves" or "LMR' s, " be permanently protected from o i l and gas 

d r i l l i n g a c t i v i t i e s ; and (2) to make available for o i l and gas 

d r i l l i n g a c t i v i t i e s , certain areas within the Potash Area. The 

area of potash deposits protected w i l l be determined in 

accordance with this Agreement but, generally speaking, w i l l 

encompass the yellow, orange and a major portion of the blue 
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areas shown on the BLM Potash Resources Map as i t existed on 

October 1, 1984. Areas in the Potash Area that w i l l be 

available for o i l and gas d r i l l i n g a c t i v i t i e s w i l l be those 

areas outside the designated LMR's which, generally speaking, 

w i l l be the red, green, grey and a minor portion of the blue 

areas shown on the BLM Potash Resources Map as i t existed on 

October 1, 1984, less areas designated as buffer zones by this 

Agreement. 

I . The Potash Area 

A. The Area covered by this Agreement shall be known as 

the "Potash Area". 

B. The "Potash Area" includes those tracts of land in 

Southeastern New Mexico, from the surface downward, which are 

designated as a "potash area" by the Secretary of the 

Department of Interior in Section V of the Order dated October 

21, 1986 and published in the Federal Register on October 28, 

1986 [51 Fed. Red. 39426]. I t shall also include any 

subsequent revisions to such designations. The terms "potash" 

and "commercial deposits of potash" shall have the same meaning 

as assigned by the U. S. Department of Interior. 

C. I t i s the intent of the parties to this Agreement that 

the "Potash Area" designated by the State of New Mexico be 

identical to that designated by the U. S. Department of 

Interior. Accordingly, i f the "potash area" designated in the 

Secretarial Order of October 21, 1986 [51 Fed. Re_a. 39425] is 

revised, the OCC, on i t s own motion after notice and hearing as 
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provided by applicable laws and regulations, w i l l adopt the 

same revision. 

I I . Designation of Mine Reserves 

A. Within ninety (90) days following adoption of this 

Agreement by the OCC and L)LM and annually thereafter by January 

31 i f revised, each potash lessee, without regard to whether 

the lease covers State or Federal lands, s h a l l f i l e with the 

D i s t r i c t Manager, BLM, a designation of the potash deposits 

considered by the potash lessee to be i t s life-of-mine reserves 

("LMR"). For purposes of this Agreement, Mlife-of-mine 

reserves" means those potash deposits within the Potash Area 

reasonably believed by the potash lessee to contain potash ore 

in s u f f i c i e n t thickness and grade to be mineable using current 

day mining methods, equipment and technology. Information used 

by the potash lessee in identifying i t s LMR s h a l l be f i l e d with 

the BLM but w i l l be considered privileged and confidential 

"trade secrets and commercial . . . information" within the 

meaning of 43 C.F.R. §2.13(c)(4) (1986) and not subject to 

public disclosure. 

B. An authorized officer of the BLM s h a l l review the 

information submitted by each potash lessee in support of i t s 

LMR designation and verify, upon request, that the data used by 

the potash lessee in establishing the boundaries of i t s LMR is 

consistent with data available to the BLM. Any disputes 

between the BLM and potash lessee concerning the boundary of a 

designated LMR sh a l l be resolved in accordance with the 
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Department of Interior's Hearings and Appeals Procedures, 43 

C.F.R. Part 4 (1986) . 

C. A potash lessee may amend i t s designated LMR by f i l i n g 

a revised designation with the BLM accompanied by the 

information referred to in Section A above. Such amendments 

must be f i l e d by January 31 next following the date the 

additional data becomes available. 

D. An authorized officer of the BLM shall commit the 

designated LMR of each potash lessee to a map(s) of suitable 

scale and thereafter revise the map(s) as necessary to reflect 

the latest amendments to any designated LMRs. These maps shall 

be considered privileged and confidential and exempt from 

disclosure under 43 C.F.R. Part 2 and w i l l be used only for 

the purposes set forth in this Agreement. 

I l l . D r i l l i n g in the Potash Area 

A. A l l o i l and gas wells d r i l l e d in the Potash Area after 

approval of this Agreement by the OCC and BLM, including those 

currently pending before the OCC and/or BLM, shall be subject 

to the terms of this Agreement. 

B. I t i s the policy of the OCC and BLM to approve or deny 

applications for permits to d r i l l (APD's) in the Potash Area in 

accordance with the following: 

1. LMR and Buffer Zone. No o i l or gas well shall be 
allowed from a surface location: (a) within the LMR of 
any potash lessee; (b) within one-fourth (1/4) mile, 
or a distance equal to the depth of the ore plus ten 
percent (10\), whichever i s greater, of the LMR of any 
potash lessee; or (c) where the well casing w i l l pass 
within one-fourth (1/4) mile, or a distance equal to 
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the depth of the ore plus ten percent (10%), whichever 
is greater, of the LMR of any potash lessee. 

2 . Outside Bu ffer Zone Bu t_W.i_t.hi n One-Ha 1 f (.1 / 2J_jni_le__Q f 
LMR. An APD for an o i l or gas well at a iocation more 
than one-fourth (1/4) mile, or a distance equal to th( 
depth of the ore plus ten percent (10*), whichever is 
greater, but less than one-half (1/2) mile from the 
LMR of any potash lessee may be approved only i f : 
(a) the bottom hole location does not extend below the 
base of the Delaware Mountain Group, and (b) the well 
is d r i l l e d in accordance with the cementing and casing 
requirements set forth in Section V. 

3. More Than One-Half Mile But Less Than One Mile From 
LMR. An APD for an o i l or gas well at a location more 
than one-half (1/2) mile but less than one mile from 
the LMR of any potash lessee may be approved 
regardless of the depth of the bottom hole location 
provided: (a) wells with bottom hole locations below 
the base of the Delaware Mountain Group are d r i l l e d in 
accordance with the cementing and casing requirements 
set forth in Section V of this Agreement, and 
(b) wells to bottom hole locations above the base of 
the Delaware Mountain Group may be d r i l l e d without 
regard to the requirements in Section V of this 
Agreement but must be d r i l l e d in accordance with then 
current Industry safety standards. 

4. More Than One Mile From LMR. An APD for an o i l or gas 
well at a location more than one mile from the LMR c 
any potash lessee may be approved regardless of tht 
depth of the bottom hole location and without regard 
to the requirements of Section V of this Agreement. 

5. Open Mine Workings. No o i l or gas well shall be 
allowed from any location where the well casing w i l l 
pass within one-fourth (1/4) mile or a distance equal 
to the depth of the ore plus ten percent (10%), 
whichever i s greater, of any open mine workings. 

6. Abandoned Mine Workings. No o i l or gas well shall be 
allowed from any location where the well casing w i l l 
pass through or within one-fourth (1/4) of a mile or a 
distance equal to the depth of the ore plus ten 
percent (10%), whichever is greater, of any abandoned 
mine workings that are connected to an existing mine 
by an opening or barrier of one-hundred (100) feet or 
less unless the APD is accompanied by the sealing and 
safety plan and c e r t i f i c a t i o n described in Paragraph C 
below. 
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7. An APD.for a directionally d r i l l e d o i l or gas well to 
a bottom hole location underlying the LMJR of any 
potash lessee may be approved subject to the 
limitations and requirements set forth in Paragraphs 1 

6 above. Directionally d r i l l e d holes shall be 
d r i l l e d v e r t i c a l l y until they have completely 
penetrated Marker Bed No. 126 (U.S.G.S.) of the Salado 
Formation at which time they may be deviated. 

C. An o i l and gas operator desiring to d r i l l a well to a 

bottom hole location that does not extend below the base of the 

Delaware Mountain Group from a surface location where the well 

casing w i l l pass through or within one-fourth (1/4) of a mile 

or a distance equal to the depth of the ore plus ten percent 

(10\), whichever i s greater, of abandoned mine workings that 

are connected to an existing mine by any opening or a barrier 

of one-hundred (100) feet or less shall prepare and submit to 

a l l affected potash lessees a plan and program for sealing off 

the area to be penetrated from other mine workings. Approval 

of any such plan shall be in the sole discretion of the 

affected potash lessees. Any "approved plan sh a l l be attached 

by the o i l and gas operator to the APD for f i l i n g with the OCC, 

and/or BLM. The o i l and gas operator sh a l l also complete a 

c e r t i f i c a t i o n in the form prescribed by the OCC and/or BLM that 

the d r i l l i n g of such well w i l l not create a safety hazard to 

affected potash lessees. 

D. I t i s the belief of both parties that the^provisj^ons^ 

of this Agreement eliminate the need for d r i l l i n g islands and 

three-year mining plans and, therefore, both agree that no 

d r i l l i n g islands w i l l be established in the Potash Area and the 

f i l i n g of three-year mining plans w i l l be eliminated. 
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IV. Location of Wells and Notice to Potash Lessee 

A. The BLM, upon request, w i l l advise o i l and gas lessees 

of the surface locations where wells w i l l be allowed to devel' 

the leases. Oil or gas leases covering areas designated a LMR 

by a potash lessee w i l l be unitized to the extent possible with 

other areas where d r i l l i n g i s allowed. 

B. An o i l or gas operator desiring to d r i l l an o i l or gas 

well in the Potash Area or within one (1) mile of a potash 

lease sh a l l prepare and f i l e an APD with the OCC and/or BLM 

along with a map or plat showing the location of the proposed 

well. One copy of the APD and map or plat s h a l l be served by 

registered mail, return receipt requested, on a l l potash 

leaseholders within one (1) mile of the proposed well 

location. However, i f the APD i s for an o i l or gas well that 

w i l l penetrate abandoned mine workings, a l l potash leaseholders 

in the Potash Area sh a l l be notified. Proof of such servi.... 

s h a l l be attached to the APD and f i l e d with the OCC and/or 

BLM. Within twenty (20) days of service of an APD and required 

documents, any potash leaseholder within one (1) mile of the 

proposed well location (or any affected potash lessee i f the 

proposed well w i l l penetrate abandoned mine workings) may f i l e 

an objection with the OCC to the proposed well. I f the 

objections cannot be resolved by agreement of the parties, the 

matter sh a l l be referred for hearing before the OCC. 

C. The fai l u r e of a potash leaseholder to object to a 

well location or i t s agreement to the d r i l l i n g locations 
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referred bo in this Agreement shall not constitute a release of 

l i a b i l i t y . Oil and gas leaseholders and those persons and/or 

entities involved in the development of the lease shall be 

responsible as provided by law for any damages caused by them 

to any person by the release of gases or liquids into the 

strata or atmosphere as a result of drilling activities. 

V. * Drilling and Casing Program 

[Same as current R-lll-Aj 

VI. Drilling Fluid for Salt Section 

[Same as current R-lll-Aj 

VII. Plugging and Abandonment of Wells 

[Same as current R-lll-A] 

V I I I . Filing of Well Surveys 

The OCC may require an o i l and gas operator to f i l e a 

certified directional survey from the surface to a point below 

the lowest known potash bearing horizon on a l l wells drilled in 

the Potash Area. All encounters with flammable gases, 

including H2S, shall be reported by the operator to the OCC. 

IX. Additional Safety Reguirementa and Emergency Action 

A. All o i l and gas drilling activities within the Potash 

Area shall be performed using appropriate technology, 

equipment, and procedures to reduce the hazards of such 

activities to underground mines and miners and be conducted in 

accordance with the prudent operator standard. 

B. Only the minimum number of wells necessary to develop 

an o i l or gas lease will be allowed within the Potash Area. 
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c. In the event the increased o i l and gas d r i l l i n g 

a c t i v i t i e s allowed by this Agreement result in a safety hazard 

or i f data developed in the course of such increased a c t i v i t i e 

make i t reasonably appear that such a c t i v i t i e s are or w i l l 

become a hazard to underground miners or mining a c t i v i t i e s , the 

BLM and/or OCC will» upon request, i n i t i a t e proceedings in 

accordance with NMSA 70-2-23 and/or other applicable laws and 

regulations to review such data and take whatever emergency 

steps are found necessary to eliminate such hazard. Potash 

lessees may, in addition, i n i t i a t e actions for injunctive 

r e l i e f under NMSA 70-2-29. The taking or fai l u r e to take such 

action by the OCC or any potash lessee s h a l l not relieve the 

o i l and gas lessee from l i a b i l i t y for any damages caused by i t s 

o i l and gas a c t i v i t i e s . 

1987, BY THE FOLLOWING REPRESENTATIVES OF EACH INDUSTR. 

COMPRISING THE POTASH-OIL AREA SPECIAL RULES STUDY COMMITTEE: 

AGREED TO AND APPROVED THIS 

1727L-7 
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Eddy and Lea Counties, Mew Mexico. AoDlicant, in tne above-sty lea cause, seess tne amendment 
of Division Order No. R-111-A. as amended, py the inclusion of an Article whereby the Director 
of the Oil Conservation Division shall rave the authority to grant approval, without notice ana 
hearing, for the directional drilling of .veils from orthodox and unorthodox surface locations 
outside the Potash-Oil Area to orthodox ana unorthodox bottomhole locations oeneath the Potash-
Oil Area provided that the Salado format!:n is not penetrated tnerein. 
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the creation of 18 specified drilling islands for the drilling of shallow ana deep wells (above 
or below the base of the Strawn formation) and for special rules to be applied therein including 
approval of vertical and directional drilling; orthodox and unorthodox surface and bottomhole 
locations; and special drilling, casing and cementing requirements all within or in tne vicinity 
of the Potash-Oil Area as defined in Division Order R-lll-4, as amended. 

Docket No. 29-84 

DOCKET: COMMISSION HEARING - "R.DAY - AUGUST 3, 1984 

OIL CONSERVATION COMMISSION - 9 A.M. - ROOM 205 
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO 

CASE 8289: In the matter of Case 8289 being called by tne Oil Conservation Division on its own motion 
pursuant to the provisions of Division Order No. R-6446-8 which approved the 3ravo Dome Carbon 
Dioxide Gas Unit Agreement in Harding, Union, and Ouay Counties, New Mexico, to permit Amoco 
Production Company, the operator of said unit, to review operations and demonstrate to the 
Commission that its operations within the unit are resulting in the prevention of waste and the 
protection of correlative rights on a continuing basis. 

CASE 8259: (Continued from July 11, 1984, Examiner Hearing) 

Application of Robert N. Enfield for an unorthodox gas well location, Eddy County, New Mexico. 
Applicant, in the above-styled cause, seeks approval of an unorthodox gas well location 1,200 
feet from the South line and 330 feet from the East line of Section 18, "ownshio 21 South, Range 
23 East, Indian Basin-Upper Pennsylvanian Gas Pool, all of said Section 18 to be dedicated to the 
wel 1. 
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BEFORE THE NEW MEXICO OIL CONSERVATION COMMISSION 

APPLICATION OF KAISER-FRANCIS OIL 

COMPANY FOR DIRECTIONAL DRILLING, CASE WO. 10887 (de novo) 
EDDY COUNTY, NEW MEXICO. ORD-JR NO. R-10048 

RESPONSE TO MOTION TO DISMISS 

Santa Fe Energy Operating Partners, L.P. ("Santa Fe"), for i t s 

response to the Motion to Dismiss f i l e d by Kaiser-Francis O i l 

Company ("Kaiser"), states: 

I . FACTS. 

Kaiser f i l e d Case No. 10887 seeking D i v i s i o n approval f o r ten 

d i r e c t i o n a l w e l l s w i t h bottomhole locations i n Sections 2 0 and 21, 

Township 23 South, Range 31 East, N.M.P.M. The mineral r i g h t s i n 

Sections 20 and 21 are owned by the United States. The t a r g e t zone 

of a l l ten w e l l s i s the Brushy Canyon formation of the Delaware 

Mountain Group. Santa Fe i s an o f f s e t operator i n Section 17, 

adjacent t o the North boundary l i n e of Section 20.1 

The proposed wells are i n the o i l - p o t a s h a r e i of Southeast New 

Mexico. Kaiser met w i t h the Bureau of Land Management ("BLM") 

during 1993 t o discuss w e l l locations i n Sections 20 and 21, and 

was v e r b a l l y informed by the BLM t h a t d i r e c t i o n a l w e l l s were 

required. T r a n s c r i p t 2 at 16-17, 26-27. Kaiser never f i l e d w r i t t e n 

APD's w i t h the BLM requesting v e r t i c a l hole approvals, nor d i d 

Kaiser appeal the BLM's d i r e c t i o n a l w e l l requests through the 

I n t e r i o r Board of Land Appeals ("IBLA"). 

1 One of Kaiser's proposed wells (the Pure Gold "B" Fed. No. 9) has a 
surface location on Santa Fe's lease i n Section 17. 

2 References are to page numbers of the transcript of proceedings 
before the Hearing Examiner on December 16, 1993. 



Other operators have experienced the same BLM demands for 

directional wells in the oil-potash area, but through persistence 

have swayed the BLM to change i t s mind and allow vertical holes in 

some instances. In other cases, operators have appealed the BLM's 

vertical hole denials through the IBLA. Transcript at 105-106. 

Kaiser t e s t i f i e d at hearing that: 

(a) Directional wells cost substantially more than 

vertical wells. Transcript at 66. 

(b) Lifting costs for directional wells are generally 

higher than lifting costs for vertical wells. 

Transcript at 67. As a result, the economic limit 

i s higher for a directional well than for a verti­

cal well. Transcript at 64. 

(c) Kaiser i s aware of no economic directional Delaware 

wells drilled in New Mexico. Transcript at 71. 

(d) Certain of Kaiser's wells w i l l be unorthodox i n the 

Bell and/or Cherry Canyon formations. 

Order No. R-10048 was issued by the Division on January 12, 

1994, approving Kaiser's application for hearing de novo on January 

26, 1994. Kaiser f i l e d i t s motion to dismiss on February 21, 1994. 

I I . ARGUMENT. 

Santa Fe's position i s simple: D r i l l i n g d i r e c t i o n a l wells 

causes physical and economic waste and should not be allowed unless 

Kaiser exhausts i t s remedies within the BLM and IBLA seeking 

v e r t i c a l well approval. To do otherwise w i l l adversely a f f e c t a l l 
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operators i n the o i l - p o t a s h area by encouraging the BLM t o r e q u i r e 

d i r e c t i o n a l w e l l s even when unnecessary, causing waste. 

A. Waste. 

The Commission and the D i v i s i o n are charged w i t h 

preventing p h y s i c a l (underground) and economic waste. N.M. Stat. 

Ann. § 70-2-11 (1987 Repl.). The testimony before the D i v i s i o n i s 

undisputed t h a t d i r e c t i o n a l wells cost more than v e r t i c a l w e l l s , 

and w i l l leave reserves i n the ground due t o higher economic 

l i m i t s , thus causing waste. The Commission has a u t h o r i t y t o review 

any decision which may cause waste, and thus should hear testimony 

i n t h i s matter. 

While Santa Fe owns no i n t e r e s t i n Kaiser's proposed 

w e l l s , i t owns s i g n i f i c a n t i n t e r e s t s throughout Southeast New 

Mexico, i n c l u d i n g i n the o i l - p o t a s h area. Any p o l i c y by the 

D i v i s i o n or Commission t o r o u t i n e l y approve d i r e c t i o n a l w e l l s , 

without r e q u i r i n g Kaiser or any other operator t o f u l l > address 

v e r t i c a l w e l l approval before the BLM and the IBLA, w i l l adversely 

a f f e c t the p r o f i t a b i l i t y of f u t u r e operations by Santa Fe (and 

other operators) i n New Mexico. Transcript a t 107-109. Thus, 

Santa Fe i s a p a r t y of record adversely a f f e c t e d by Order No. R-

10048, and should be allowed t o present testimony before the 

Commission on these issues. 

B. Correlative Rights. 

As noted above, some of Kaiser's w e l l s w i l l have 

unorthodox l o c a t i o n s i n the B e l l and/or Cherry Canyon formations. 

One or two of the proposed wells are unorthodox w i t h respect t o 
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Santa Fe. Kaiser t e s t i f i e d at the hearing that i t w i l l seek 

Division approval before producing from unorthodox locations in the 

Be l l and/or Cherry Canyon formations. Transcript at 25-2 6, 76. 

Nonetheless, once a well i s d r i l l e d approval for uphole unorthodox 

locations has been routinely granted by the Division, which may be 

detrimental to Santa Fe. While thi s i s not of immediate concern, 

i t i s a factor the Commission should consider with respect to i t s 

policy in approving directional wells in the oil-potash area. 

I I I . CONCLUSION. 

Due t o the p o l i c y and waste issues involved i n d i r e c t i o n a l 

d r i l l i n g requests i n the oi l - p o t a s h area, Santa Fe requests t h a t 

Kaiser's motion be denied, and t h a t i t be allowed t o present 

evidence before the Commission on i t s de novo request. 

HINKLE, COX, EATON, 

Santa Fe, New Mexico 87504-2068 
(505) 982-4554 

/Attorneys f o r Santa Fe Energy 
' Operating Partners, L.P. 
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BEFORE THE NEW MEXICO OIL CONSERVATION COMMISSIONER 

APPLICATION OF KAISER-FRANCIS OIL 
COMPANY FOR DIRECTIONAL DRILLING, 
EDDY COUNTY, NEW MEXICO. 

CASE NO. 10887 (de novo) 
ORDER NO. R-10048 

RESPONSE TO MOTION TO DISMISS 

Santa Fe Energy Operating Partners, L.P. ("Santa Fe"), f o r i t s 

response t o the Motion t o Dismiss f i l e d by Kaiser-Francis O i l 

Company ("Kaiser"), states: 

I . FACTS. 

Kaiser f i l e d Case No. 10887 seeking D i v i s i o n approval f o r ten 

d i r e c t i o n a l w e l l s w i t h bottomhole locations i n Sections 20 and 21, 

Township 23 South, Range 31 East, N.M.P.M. The mineral r i g h t s i n 

Sections 20 and 21 are owned by the United States. The t a r g e t zone 

of a l l t e n w e l l s i s the Brushy Canyon formation of the Delaware 

Mountain Group. Santa Fe i s an o f f s e t operator i n Section 17, 

adjacent t o the North boundary l i n e of Section 20.1 

The proposed w e l l s are i n the o i l - p o t a s h area of Southeast New 

Mexico. Kaiser met w i t h the Bureau of Land Management ("BLM") 

during 1993 t o discuss w e l l locations i n Sections 20 and 21, and 

was v e r b a l l y informed by the BLM t h a t d i r e c t i o n a l w e l l s were 

required. T r a n s c r i p t 2 a t 16-17, 26-27. Kaiser never f i l e d w r i t t e n 

APD's w i t h the BLM requesting v e r t i c a l hole approvals, nor d i d 

Kaiser appeal the BLM's d i r e c t i o n a l w e l l requests through the 

I n t e r i o r Board of Land Appeals ("IBLA"). 

1 One of Kaiser's proposed wells (the Pure Gold "B" Fed. No. 9) has a 
surface location on Santa Fe's lease i n Section 17. 

References are to page numbers of the transcript of proceedings 
before the Hearing Examiner on December 16, 1993. 



Other operators have experienced the same BLM demands for 

directional wells in the oil-potash area, but through persistence 

have swayed the BLM to change i t s mind and allow v e r t i c a l holes in 

some instances. In other cases, operators have appealed the BLM's 

v e r t i c a l hole denials through the IBLA. Transcript at 105-106. 

Kaiser t e s t i f i e d a t hearing t h a t : 

(a) Directional wells cost substantially more than 

v e r t i c a l wells. Transcript at 66. 

(b) L i f t i n g costs for directional wells are generally 

higher than l i f t i n g costs for v e r t i c a l wells. 

Transcript at 67. As a result , the economic l i m i t 

i s higher for a directional well than for a v e r t i ­

c a l well. Transcript at 64. 

(c) Kaiser i s aware of no economic directional Delaware 

wells d r i l l e d in New Mexico. Transcript at 71. 

(d) Certain of Kaiser's wells w i l l be unorthodox i n the 

B e l l and/or Cherry Canyon formations. 

Order No. R-10048 was issued by the D i v i s i o n on January 12, 

1994, approving Kaiser's a p p l i c a t i o n f o r hearing de novo on January 

26, 1994. Kaiser f i l e d i t s motion t o dismiss on February 21, 1994. 

I I . ARGUMENT. 

Santa Fe's p o s i t i o n i s simple: D r i l l i n g d i r e c t i o n a l w e l l s 

causes p h y s i c a l and economic waste and should not be allowed unless 

Kaiser exhausts i t s remedies w i t h i n the BLM and IBLA seeking 

v e r t i c a l w e l l approval. To do otherwise w i l l adversely a f f e c t a l l 

2 



operators i n the o i l - p o t a s h area by encouraging the BLM t o r e q u i r e 

d i r e c t i o n a l w e l l s even when unnecessary, causing waste. 

A. Waste. 

The Commission and the D i v i s i o n are charged w i t h 

preventing physical (underground) and economic waste. N.M. S t a t . 

Ann. § 70-2-11 (1987 Repl.). The testimony before the D i v i s i o n i s 

undisputed t h a t d i r e c t i o n a l w e l l s cost more than v e r t i c a l w e l l s , 

and w i l l leave reserves i n the ground due t o higher economic 

l i m i t s , thus causing waste. The Commission has a u t h o r i t y t o review 

any d e c i s i o n which may cause waste, and thus should hear testimony 

i n t h i s matter. 

While Santa Fe owns no i n t e r e s t i n Kaiser's proposed 

w e l l s , i t owns s i g n i f i c a n t i n t e r e s t s throughout Southeast New 

Mexico, i n c l u d i n g i n the o i l - p o t a s h area. Any p o l i c y by the 

D i v i s i o n or Commission t o r o u t i n e l y approve d i r e c t i o n a l w e l l s , 

without r e q u i r i n g Kaiser or any other operator t o f u l l y address 

v e r t i c a l w e l l approval before the BLM and the IBLA, w i l l adversely 

a f f e c t the p r o f i t a b i l i t y of f u t u r e operations by Santa Fe (and 

other operators) i n New Mexico. Transcript a t 107-109. Thus, 

Santa Fe i s a p a r t y of record adversely a f f e c t e d by Order No. R-

10048, and should be allowed t o present testimony before the 

Commission on these issues. 

B. C o r r e l a t i v e Rights. 

As noted above, some of Kaiser's w e l l s w i l l have 

unorthodox l o c a t i o n s i n the B e l l and/or Cherry Canyon formations. 

One or two of the proposed wells are unorthodox w i t h respect t o 

3 



Santa Fe. Kaiser t e s t i f i e d at the hearing that i t w i l l seek 

Division approval before producing from unorthodox locations in the 

Be l l and/or Cherry Canyon formations. Transcript at 25-26, 76. 

Nonetheless, once a well i s d r i l l e d approval for uphole unorthodox 

locations has been routinely granted by the Division, which may be 

detrimental to Santa Fe. While thi s i s not of immediate concern, 

i t i s a factor the Commission should consider with respect to i t s 

policy in approving directional wells in the oil-potash area. 

I I I . CONCLUSION. 

Due t o the p o l i c y and waste issues involved i n d i r e c t i o n a l 

d r i l l i n g requests i n the oil - p o t a s h area, Santa Fe requests t h a t 

Kaiser's motion be denied, and t h a t i t be allowed t o present 

evidence before the Commission on i t s de novo request. 

HINKLE, COX, EATON, 

By: 
Jajties Bruce 
P^st O f f i c e Box 2068 
Santa Fe, New Mexico 87504-2068 
(505) 982-4554 

/Attorneys f o r Santa Fe Energy 
' Operating Partners, L.P. 
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MB 21994 
BEFORE THE NEW MEXICO OIL CONSERVATION COMMISSION 

APPLICATION OF KAISER-FRANCIS OIL 
COMPANY FOR DIRECTIONAL DRILLING, 
EDDY COUNTY, NEW MEXICO. 

CASE NO. 10887 (de novo) 
ORDER NO. R-10048 

RESPONSE TO MOTION TO DISMISS 

Santa Fe Energy Operating Partners, L.P. ("Santa Fe") , f o r i t s 

response t o the Motion t o Dismiss f i l e d by Kaiser-Francis O i l 

Company ("Kaiser"), states: 

I . FACTS. 

Kaiser f i l e d Case No. 10887 seeking D i v i s i o n approval f o r ten 

d i r e c t i o n a l w e l l s w i t h bottomhole locations i n Sections 2 0 and 21, 

Township 23 South, Range 31 East, N.M.P.M. The mineral r i g h t s i n 

Sections 20 and 21 are owned by the United States. The t a r g e t zone 

of a l l ten w e l l s i s the Brushy Canyon formation of the Delaware 

Mountain Group. Santa Fe i s an o f f s e t operator i n Section 17, 

adjacent t o the North boundary l i n e of Section 20.1 ^ 

The proposed wells are i n the o i l - p o t a s h area of Southeast New 

Mexico. Kaiser met w i t h the Bureau of Land Management ("BLM") 

during 1993 t o discuss w e l l locations i n Sections 20 and 21, and 

was v e r b a l l y informed by the BLM t h a t d i r e c t i o n a l w e l l s were 

required. T r a n s c r i p t 2 a t 16-17, 26-27. Kaiser never f i l e d w r i t t e n 

APD's w i t h the BLM requesting v e r t i c a l hole approvals, nor d i d 

Kaiser appeal the BLM's d i r e c t i o n a l w e l l requests through the 

I n t e r i o r Board of Land Appeals ("IBLA"). 

1 One of Kaiser's proposed wells (the Pure Gold "B" Fed. No. 9) has a 
surface l o c a t i o n on Santa Fe's lease i n Section 17. 

2 References are t o page numbers of the t r a n s c r i p t of proceedings 
before the Hearing Examiner on December 16, 1993. 



Other operators have experienced the same BLM demands for 

directional wells in the oil-potash area, but through persistence 

have swayed the BLM to change i t s mind and allow v e r t i c a l holes in 

some instances. In other cases, operators have appealed the BLM's 

v e r t i c a l hole denials through the IBLA. Transcript at 105-106. 

Kaiser t e s t i f i e d at hearing t h a t : 

(a) Directional wells cost substantially more than 

v e r t i c a l wells. Transcript at 66. 

(b) L i f t i n g costs for directional wells are generally 

higher than l i f t i n g costs for v e r t i c a l wells. 

Transcript at 67. As a result, the economic l i m i t 

i s higher for a directional well than for a v e r t i ­

c a l well. Transcript at 64. 

(c) Kaiser i s aware of no economic directional Delaware 

wells d r i l l e d in New Mexico. Transcript at 71. 

(d) Certain of Kaiser's wells w i l l be unorthodox i n the 

B e l l and/or Cherry Canyon formations. 

Order No. R-10048 was issued by the Division on January 12, 

1994, approving Kaiser's application for hearing de novo on January 

26, 1994. Kaiser f i l e d i t s motion to dismiss on February 21, 1994. 

I I . ARGUMENT. 

Santa Fe's p o s i t i o n i s simple: D r i l l i n g d i r e c t i o n a l w e l l s 

causes ph y s i c a l and economic waste and should not be allowed unless 

Kaiser exhausts i t s remedies w i t h i n the BLM and IBLA seeking 

v e r t i c a l w e l l approval. To do otherwise w i l l adversely a f f e c t a l l 

2 



operators i n the oil-potash area by encouraging the BLM to require 

d i r e c t i o n a l wells even when unnecessary, causing waste. 

A. Waste. 

The Commission and the Division are charged with 

preventing physical (underground) and economic waste. N.M. Stat. 

Ann. § 70-2-11 (1987 Repl.). The testimony before the Division i s 

undisputed that directional wells cost more than v e r t i c a l wells, 

and w i l l leave reserves i n the ground due to higher economic 

l i m i t s , thus causing waste. The Commission has authority to review 

any decision which may cause waste, and thus should hear testimony 

i n t h i s matter. 

While Santa Fe owns no interest i n Kaiser's proposed 

wells, i t owns si g n i f i c a n t interests throughout Southeast New 

Mexico, including i n the oil-potash area. Any policy by the 

Division or Commission to routinely approve d i r e c t i o n a l wells, 

without requiring Kaiser or any other operator to f u l l y address 

v e r t i c a l well approval before the BLM and the IBLA, w i l l adversely 

aff e c t the p r o f i t a b i l i t y of future operations by Santa Fe (and 

other operators) i n New Mexico. Transcript at 107-109. Thus, 

Santa Fe i s a party of record adversely affected by Order No. R-

10048, and should be allowed to present testimony before the 

Commission on these issues. 

B. Correlative Rights. 

As noted above, some of Kaiser's wells w i l l have 

unorthodox locations i n the Bell and/or Cherry Canyon formations. 

One or two of the proposed wells are unorthodox with respect to 

3 



Santa Fe. Kaiser t e s t i f i e d at the hearing that i t w i l l seek 

Division approval before producing from unorthodox locations in the 

Be l l and/or Cherry Canyon formations. Transcript at 25-26, 76. 

Nonetheless, once a well i s d r i l l e d approval for uphole unorthodox 

locations has been routinely granted by the Division, which may be 

detrimental to Santa Fe. While t h i s i s not of immediate concern, 

i t i s a factor the Commission should consider with respect to i t s 

policy in approving directional wells in the oil-potash area. 

I I I . CONCLUSION. 

Due t o the p o l i c y and waste issues involved i n d i r e c t i o n a l 

d r i l l i n g requests i r the oil - p o t a s h area, Santa Fe requests t h a t 

Kaiser's motion be denied, and t h a t i t be allowed t o present 

evidence before the Commission on i t s de novo request. 

HINKLE, COX, EATON, 

James Bruce 
Ppst O f f i c e Box 2068 
Santa Fe, New Mexico 87504-2068 
(505) 982-4554 

/Attorneys f o r Santa Fe Energy 
' Operating Partners, L.P. 
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I hereby c e r t i f y that a copy of the foregoing Response to 
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W. Thomas Kellahin * 
117 N. Guadalupe 
Santa Fe, New Mexico 87501 

Ernest Carroll 
Post Office Drawer 239 
Artesia, New Mexico 88211 

* Denotes Hand Delivery 

James Bruce 

/ 

5 



*K 2199/1 
BEFORE THE NEW MEXICO OIL CONSERVATION COMMISSION 

APPLICATION OF KAISER-FRANCIS OIL 
COMPANY FOR DIRECTIONAL DRILLING, 
EDDY COUNTY, NEW MEXICO. 

CASE NO. 10887 (de novo) 
ORDER NO. R-10048 

RESPONSE TO MOTION TO DISMISS 

Santa Fe Energy Operating Partners, L.P. ("Santa Fe") , for i t s 

response to the Motion to Dismiss f i l e d by Kaiser-Francis O i l 

Company ("Kaiser"), states: 

I . FACTS. 

Kaiser f i l e d Case No. 10887 seeking D i v i s i o n approval f o r ten 

d i r e c t i o n a l w e l l s w i t h bottomhole locations i n Sections 20 and 21, 

Township 2 3 South, Range 31 East, N.M.P.M. The mineral r i g h t s i n 

Sections 20 and 21 are owned by the United States. The t a r g e t zone 

of a l l ten w e l l s i s the Brushy Canyon formation of the Delaware 

Mountain Group. Santa Fe i s an o f f s e t operator i n Section 17, 

adjacent t o the North boundary l i n e of Section 2 0.1 

The proposed wells are i n the o i l - p o t a s h area of Southeast New 

Mexico. Kaiser met w i t h the Bureau of Land Management ("BLM") 

during 1993 t o discuss w e l l locations i n Sections 2 0 and 21, and 

was v e r b a l l y informed by the BLM t h a t d i r e c t i o n a l w e l l s were 

required. T r a n s c r i p t 2 a t 16-17, 26-27. Kaiser never f i l e d w r i t t e n 

APD's w i t h the BLM requesting v e r t i c a l hole approvals, nor d i d 

Kaiser appeal the BLM's d i r e c t i o n a l w e l l requests through the 

I n t e r i o r Board of Land Appeals ("IBLA"). 

1 One of Kaiser's proposed wells (the Pure Gold "B" Fed. No. 9) has a 
surface location on Santa Fe's lease i n Section 17. 

References are to page numbers of the transcript of proceedings 
before the Hearing Examiner on December 16, 1993. 



Other operators have experienced the same BLM demands for 

directional wells in the oil-potash area, but through persistence 

have swayed the BLM to change i t s mind and allow v e r t i c a l holes in 

some instances. In other cases, operators have appealed the BLM's 

v e r t i c a l hole denials through the IBLA. Transcript at 105-106. 

Kaiser t e s t i f i e d at hearing t h a t : 

(a) Directional wells cost substantially more than 

v e r t i c a l wells. Transcript at 66. 

(b) L i f t i n g costs for directional wells are generally 

higher than l i f t i n g costs for v e r t i c a l wells. 

Transcript at 67. As a resu l t , the economic li m i t 

i s higher for a directional well than for a v e r t i ­

c a l well. Transcript at 64. 

(c) Kaiser i s aware of no economic directional Delaware 

wells d r i l l e d in New Mexico. Transcript at 71. 

(d) Certain of Kaiser's wells w i l l be unorthodox i n the 

B e l l and/or Cherry Canyon formations. 

Order No. R-10048 was issued by the Division on January 12, 

1994, approving Kaiser's application for hearing de novo on January 

26, 1994. Kaiser f i l e d i t s motion to dismiss on February 21, 1994. 

I I . ARGUMENT. 

Santa Fe's p o s i t i o n i s simple: D r i l l i n g d i r e c t i o n a l w e l l s 

causes ph y s i c a l and economic waste and should not be allowed unless 

Kaiser exhausts i t s remedies w i t h i n the BLM and IBLA seeking 

v e r t i c a l w e l l approval. To do otherwise w i l l adversely a f f e c t a l l 

2 



operators i n the oil-potash area by encouraging the BLM to require 

d i r e c t i o n a l wells even when unnecessary, causing waste. 

A. Waste. 

The Commission and the Division are charged with 

preventing physical (underground) and economic waste. N.M. Stat. 

Ann. § 70-2-11 (1987 Repl.). The testimony before the Division i s 

undisputed that directional wells cost more than v e r t i c a l wells, 

and w i l l leave reserves i n the ground due to higher economic 

l i m i t s , thus causing waste. The Commission has authority t o review 

any decision which may cause waste, and thus should hear testimony 

i n t h i s matter. 

While Santa Fe owns no interest i n Kaiser's proposed 

wells, i t owns si g n i f i c a n t interests throughout Southeast New 

Mexico, including i n the oil-potash area. Any policy by the 

Division or Commission to routinely approve d i r e c t i o n a l wells, 

without requiring Kaiser or any other operator to f u l l y address 

v e r t i c a l well approval before the BLM and the IBLA, w i l l adversely 

affect the p r o f i t a b i l i t y of future operations by Santa Fe (and 

other operators) i n New Mexico. Transcript at 107-109. Thus, 

Santa Fe i s a party of record adversely affected by Order No. R-

10048, and should be allowed to present testimony before the 

Commission on these issues. 

B. Correlative Rights. 

As noted above, some of Kaiser's wells w i l l have 

unorthodox locations i n the Bell and/or Cherry Canyon formations. 

One or two of the proposed wells are unorthodox with respect to 

3 



Santa Fe. Kaiser t e s t i f i e d at the hearing that i t w i l l seek 

Division approval before producing from unorthodox locations in the 

Be l l and/or Cherry Canyon formations. Transcript at 25-2 6, 76. 

Nonetheless, once a well i s d r i l l e d approval for uphole unorthodox 

locations has been routinely granted by the Division, which may be 

detrimental to Santa Fe. While thi s i s not of immediate concern, 

i t i s a factor the Commission should consider with respect to i t s 

policy i n approving directional wells in the oil-potash area. 

I I I . CONCLUSION. 

Due t o the p o l i c y and waste issues involved i n d i r e c t i o n a l 

d r i l l i n g requests i n the oi l - p o t a s h area, Santa Fe requests t h a t 

Kaiser's motion be denied, and t h a t i t be allowed t o present 

evidence before the Commission on i t s de novo request. 

HINKLE, COX, EATON, 

P^st O f f i c e Box 2068 
Santa Fe, New Mexico 87504-2068 
(505) 982-4554 

/Attorneys f o r Santa Fe Energy 
' Operating Partners, L.P. 
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