
State of New Mexico 
ENERGY, MINERALS and NATURAL RESOURCES DEPARTMENT 

Santa Fe, New Mexico 87505 

Illl 

BRUCE KING 

GOVERNOR 

ANITA LOCKWOOD 
CABINET SECRETARY 

M A T T H E W BACA 
DEPUTY SECRETARY 

November 19, 1991 

KELLAHIN, KELLAHIN & AUBREY 
Attorneys at Law 
P. O. Drawer 2265 
Santa Fe, New Mexico 87504 

RE: CASE NO. 10392 
ORDER NO. R-9613 

Dear Sir: 

Enclosed herewith are two copies of the above-referenced Division order recently entered in the 
subject case. 

Florene Davidson 
OC Staff Specialist 

FD/sl 

cc: BLM - Farmington 
OCD - Aztec 

Sincerely, 
/ 

V I L L A G H A B U I L D I N G - 408 G a l i s l e o 2040 S o u t h P a c h e c o L A N D O F F I C E B U I L D I N G - 310 O l d San la Fe Trn i l 

Fores t ry nnd Resou rces C o n s e r v a t i o n D i v i s i on 
P O. Box 1948 87504-1948 

827-5830 

O l l i c e of the Sec re ta ry 
827-5950 

Oi l C o n s e r v a t i o n O . i s i o n 
P O Box 2088 a rS IM 2068 

827- ' : UOO 

Park and Rec rea t i on D iv i s ion 
P O Box 1147 87' )01 1 t 4 r 

»: ' / ' 74K> 

Administrative Services 
fi?7 '<<y.>r, 

Energy C o n s e r v a t i o n & M a n a g e m e n t 
B27-5ang 



K E L L A J H I N , K E L L A H I N A N D A U B R E Y 
A T T O R N E Y S A T L A W 

E 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 

K A R E N A U B R E Y 

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 ) 9 8 2 - 4 2 8 5 

T E L E F A X ( 5 0 5 ) 9 8 2 - 2 0 4 7 
P O S T O F F I C E B O X 2 2 6 5 

J A S O N K E L L A H I N 

O F C O U N S E L 

S A N T A P E , N E W M E X I C O 8 7 5 O 4 - 2 2 0 5 

November 5, 1991 

Mr. Michael E. Stogner HAND DELIVERED 
Oil Conservation Division 
310 Old Santa Fe Tr a i l 
Room 206 
Santa Fe, New Mexico 87501 

RE: Meridian Oil Inc., 
Piedra Lumbre No. 1 Well 
High Angle (Mancos) 
NM OCD No. 10392 

Dear Mr. Stogner: 

In accordance with your request of October 31, 
1991, please find enclosed a copy of Federal Oil and 
Gas Lease NM 86448, effective June 1, 1991 which shows 
that Meridian Oil Inc. i s the 100% owner of record 
t i t l e for a l l of Section 22. 

Please c a l l me i f you have any questions. Because 
of pending bad weather, Meridian i s most anxious to 
spud this well as soon as possible. 

WTK/jcl 
Enclosure 
cc: Alan Alexander - Meridian Oil 
ltrall05.330 



BUREAW OF LAND MANAGEMENT 

OFFER TO LEASE AND LEASE FOR OIL AND OAS 
KH NH 86448 

The undersigned Irrvrnr) offer* w It** all nf any nf the lindi in Item : that are available for lee** pursuant 10 the Mineral Leaking Act of 1920. as amended and supplemented (30 U.S < 
ct >eo.l. the Mineral Leaning Act fur Anklired Lands of 1947. aa amended (JO U.S.C. .151.1591. the Attorney General'* Opinion of April 2. 1941 (40 Op. Arty. Ocn. 41), or the 

Name 

READ INSTRUCTIONS BEFORE COMPLETING 

LAND/MANAGEMENT CONSULTANTS INC 

Street pO BOX 1463 
City. State, 7.ip Cinle CORRALES NM 87048 

Ttiin appliciilon, offer'lease » for: (Chert only Onel Or PUBLIC DOMAIN LANDS • ACQUIRED LANDS (percent U.S. interest . 

Surface managing agency if other than BLM: . Uflit/Projeet _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 

Legal description of land requeued: *Parcel No.; _ _ _ _ _ 'Sale Date (m/d/yl:, 

•SEE ITEM i tN INSTRUCTIONS BELOW PRIOR TO COMPLETING PARCEL NUMBER ANP SALE DATE. 

T. ft. Meridian State County 

Total teres applied for. 

Amount remitted; Filing fee S _ _ . Rental (ee $ Tou! $ 

DO NOT WRITE BELOW THIS LINE 

3. Land included in lease; 

19N R. 02W Meridian NMPM Sate NM County SANDOVAL 
SECTION: 
15 NW; 
22 ALL; 

Total acres in lease: 800.0000 
Rental retained: $1,200.00 *~*«*»•"»* 

This lease Is issued granting the exclusive right lo drill for, mine, extract, remove and dispose of all the oil and gaa iixetpt htltim) in the lands described in Item 3 tafatbar with the right so M 
and maintain necessary improvements thereupon for the term indicated below, subject to renewal or extension in accordance with the appropriate leasing authority. Rights granted are subject 
applicable iaws. thc term*, conditions, and attached stipulations of Ihis lease, the Secretary of the Interior's regulations and formal orders in effect as of lease issuance, and to regulations tad fen 
orders hereafter promulgated when not inconsistent with leaae rights granted or specific provisions of this laaae. 

NOTE: That lew* at lacued to tate Ugh bidder pursuant to Us/her duly etecuted bid or nomitvUkm form wtafcttted under 43 CFR JIM and la subject to tht pfo»Ma-a of tie* Md 
nomlsuVlon aod those eparJflast ost tide form. 

Type and primary term of tease: THE UNITED STATES OF AMERICA 

, / ? / • <r j f / / m% o ttfcf 
• NotKompotiUve lease (wn years) by / T . t f »J. ( f ( * * M ' - * J • 

J ACtlBg CHIEF. OIL AND<S$_^f$SING UNIT 
K Competitive lease (five years) * 

• Other EFFECTIVE DATE OP LEASE . u w " 

(Tide) 

sJUM 

(Conlimud on rtvtritl 



SENT BY: XEROX Telecopier 7017111- 5-91 »* 11:23AM ; 5053269781-*- 5059.88936;# 3 
'» ID Undernmea certifies mil (I) offeror is • crtatf) of iht United Sates; en association at sued citizens; t mumcipeliry, or i corportl-W orftruieo unoer tne iaws oi ine uro_- . .w, m 

.... s>«. nr T_-rtn». « « « ( • <•» .» —«— MI i n H i «_» nfftr t r • > Mrf l l-YTI Yf<fl 4' r B ° 1 1 0 0 —*- - ' " • ' • J nr-iM'i Siiimhlt -_n_Ui. _ir__sad iad-aa 
% $ 5 ^ * ^ I r _ ^ f e _ ^ c * u * - ^ . or * _ U » 

- - i - l . - l t < i y*i « « : rj^^!_.___«_-__, Dufa-.^—_J__: Mi offeror-ss am ccesUael—--^ 
(5)off_-ot is in iMvelitm wtlhq_ oot) leaae hotdtBgl provided ia ssc. 2(«X-KA)of *e Mldettl Leasing Aet4 (4) ofto-aa a oosĵ yytas *Ul rtci«r_»n rect_roratri_ 
for sil Federal o_ SAd g_ lease hriis_es es feqsnred by tec. I7(gj of tit Miner. Leasini Act; tnd (7) offeror is *C4 in vie_*__ of »K. «|<t*_*r A a 
'ft>L WTfiim-' «f— iiins_- in thts offer QoetOeau lecetxtnce of Um tout, reiuding iU -tsnirq»«*^r-- *-»».-__. >f eibJih tffcior h_ been gr«et>8ot-_v_i» my imwdeniw 

« » t W f W » s ^ ^ 
affeVc«M»t be withdrawn, ether rt) whole nr in pert, antes the wtthdrgwal is receive, by Ine proper »UM fal* Ofl_->fort Ihis leeK/tp *n<l-ff_tt,__hil lease, or s i_rnuefet*tM. whicfctwr 
C«sa«r* tla* aaVktJ (JaajMiJaieMl lam t__ «»4i«aak«W-U a_» IsaaMt a-epasj_ «Mb bes_» ««**- Ua-Ma_ S«MM. Y ; ' = * « J H ^ ^ V . ; J t U " " ''' 

T_» offer will be rijsgt— and w-1 afford offerer ao priority rf it It not properly eo-petttd and wetted In axtardS-Tt wh_ the rtar_-«S-a-, or if rl Is sot tewap—Wd by Ue reqasred 
p_yBH_u. II L'.S.C. Sec. 1W1 naak-»>ci_atr» 
or iitu-te___lo»i* Mto any matter wst_ to Jtti_eJett-_. 

day oJL 
(Si|—run of Lessee or ARomey-in-facti 

L_A_*T_ttt*S 

Sec. 1, lUmaJi-Rentals shall be paid w proper office of les tof In advance of each lease year 
Annuel raa_i.r tits pai sue. o< i w t ^ i t m y o i ^ _ m ^ m ^ - ^ „:•.-.•._.• 

isl NotKompe4iuve'tes>at. il,30 for me ftm J years; thereafter $2.00; 
(bi Competitive teas*, Si .30, fc* oreojry (arn; thereafter 42,00; 
le) Other, see sttachment, or 

u specified in reiuittxmi at the time this laaee ia issued 

lf Ihu lease or « porbon thereof is COtMUmi to an approved cooperative or unit plan which 
includes a well apahle of producing leased resources, and the plan comaiM a provision for 
aUoctAOAOfptDOiien̂  However, 
annual rentals thall continue to bt due «the rate specified in (a), (bl. or (cl for those lands 
not within s parocipanag area, 

Failure to pay anmial rental, if due. on or before the anniversary date of this lease (or next 
official working day If erlk* ia closed* Shell automatically terminate this lease by Operation of 
law. Rentals may be waived, i__ieed. or tuaperiocd by the Secretary upon a sufficient showmi 
by leasee 

J. Royalties—Rey-M* shall be pnd to proper office of leaser. Roy sines shall be computed 
lh accordance with rejulaMM on pro-uetion removed or sold. Royalty rates are 

U) NorKornpeuavc teaat, 12'1*. 
fb) Competitive tease, I2VS*. 
(Cl Other, sac attachment; or 

at specif-- in regulations at the time thil leaae is issued. 

Lessor reserve* the right to specify whether royalty is to be paid in value or in kind, and (he 
nght 10 establish reasonable minimum value* aa products altar giving lessee notice and an 
Opportunity lo be r__r3~ When paid u) vnmt. rayamaa shelf be'due and payabWon the last day 
of the month followine, the month ifl which pt__irtion occurred. When paid in kind, prottoetiotl 
shall be deliverad, in—es (a_rwise sgreed >0 by leator. In merchantable condmon on ihe pron— 
where produced wkhout coat to lessor, Lessee shall net be retsaind to hold such production 
m storage bey^ tlw l#at d^ 
nor shall teuec be" bald liable For lota or tamxoor, of toy airy oi! or other products in storage 
from causes beyond the reasonable control of leaaae. 

Minimum roytlry iA ueu of rents) of aot less than the rental which otherwise would be required 
for thai Isaac year shall be pay tbis si tht end Df each lease year Mgiratin| on ot tfter a discovery 
in paying quan-tiet. Thlt (ronimum royalty may be waived, suspended, or reduced, and the 
above royalty rites may be wliicad, for all or portiOM of th- lease If the Secretary oetermiftai 
thai such Kt»n d Aocessiry to encourtfe the grtascst lUtimate recovery of the ieased resourtu, 
or is otherwise jusrined 

An interest charge shall be aleeued on lata royalty payments or underpayments in accordance 
with the Fs—ral Oil and Oat Royalty Mar-cement Act of 19*2 (FOORMA) (M U.S.C 1701) 
Lessee shall be liable for royalty payments on Oil and gat lest or waned from a lease site when 
such loss or waste is due to negligence on the pan of the operator, or due to the failure to comply 
with any rule, ragulation. order, or citation iaauad under FOGRMA or ihe leasing authority. 

Sec. 1. Sorts-* bond shall be filed and maintained for lease operations at requited under 
rcguleoons. 
Sec. a-JMiejcsx, tate ofdev»l<9rr*!*vuniazata^ and dwinagr Irssrr Shall etercite reasonable 
dUtgenec in dcYdopisg tnd praducinf, and ah— prevent ilMecessary damage to. Iota of, or 
wattjaf las—d itaoetOQI. IJ—Vrrtserret nght to spedfr rates of develQPBient and production 
m the r*d»lic ituerttt —tl to r*ĉ iirt k—K lo subscribe »t ooopcrtuve or unit plan, within X 
asyt of notice, if deomed necessary foi propci developmew uid operauor. of sres, field, or pool 
ernbraemgtVaeleeaoo—-a. Lessee in— drill and predw* wells »0C~ta_ry la protect leased 
lands from drainage or pay competUSiory royalty for drainage in amount determined by leator, 

Sec.OMiKn*tsi*.^v_—ca, —d ir-part—i.. \ —ue ihall Itte with proper ofiioe-ef-latiorr 
not tstef than 30 days after effective date d_raof,'s«y e«t_r_1 or evidence Of Other trTtntemem 
for sale or diapoaal of producoon. Al useh bntaa a— m aach rbrm at lessor may prescribe. lessee 
shall furrush isttBiled sttletnemt shewing amounts and et—ity of all products removed and told. 
proceeds therefrom, end amount used for producM purposes or unayoidably ton. Lessee may 
be required to provide plait and Khematic diagramt showing development work and 
improvtments. and reports with respect to parties in instreti. expeod-ures, and depraclatuin 
rotts. In ihe form pc—-nbed by kuor. le—ee shall keep s daily drUllof mcord, a io|, iniorTT—OOG 
on weil surveys and tests, and a record of subsurface inrestigihoru and furnish copies to lessor 
when reotured. Lessee thall keep-pen at aft reasonable (an_ribr ikspeeoon by eny author-—i 
ofneerof lessor, thv leased prarraaaandall Wettt. knpTB»arneia»,«ia«htnery, and fhmims nteroon. 

r . ie* • * •••» ' •• . 
co—i claimed as rnanufacturing. prepantion. and/or b.napor_tion costt. All such records th—IE 
- . i_ lessee t accoMUig.ĉ tWe* tor h-i__.a_d_.by le**o*.-L*-_« ahall n__«aia 
required records for 6 years after they ife f«r_rit_ior', if an'audit or investigation is underwiy, 
unhl released of the ObiigaOOA (0 rr_iniain such records by leator,;. - . 

During etittence of Out lease. Intem-soa or—in— under d_t .atetlt- aha- ht (toted as 
inspecooe by the public In s-sordance with ine Freedom of lnfcswa«~ Aei (5 U.S C. 333). 
S K . 6. Con__n of apef_-m----ac artf 
unptcu to the land, air, and water, to cultural, biologic-, visual, and other feee-rcas. and to 
ether Und IUM or man. Leaaae shall aie reasonable measures deemed necessary by lessor to 
accomplish ihe intern of U_t section. To the extent nmstilem with laaaa right! glinted, tuch 
nice—retmay incluie, but art not limded to, rnodification to siting or design of hstilmet, timing 
of operttioiu, tnd ipetifkaoon of imahm and final recltr—DOO m_uurts. Lessor reservat iht 
n|hl to continue taming uses and to airframe futitre uaes upon or in tha leased lands, including 
the approval of easements or nghu-of-way, Such Ust. shall bl conditioned to it » prevent 
uMctieuery er imraaaonabl* inlerftnnce with rights of tetaee. 

Prior to e-wrbing the surface of lha laued Hods, leteoe shall cor tact leator to be apptiwd 
o( or-»duras lo be followed and n__ifK__OM or re«l_nation ma-tum thai may bs r-ccssary. 
Areas io be ditwrtwi may require mventonet or special ttudiet to o-urrmine the enem of impacts 

.. . to other teaourat Lessee may he required lo complete nuaot tevwtories or ihon terrs specuU 
tftxuet under euidttmas prov__d by lessen. If in the oonduet of opttetsoea. ihmter-d or 
endangered iptcias, objects of hittonc or scietuifk interest, or aubauntial lusandeipalad 
ertv̂ onmental errecit are observed, leasee ShaU imRiedlately contact lessor, Lessee thall cease 
any eperaiiona that would result in (he destruction of such species or objects. 
Sec. 7. Mining optrations-To the client thlt impact* f"wi mining opert-ons would be 
subttantially different ajjveatn 

~" ' ' reserves the right to deny approval of tuch operabons. 
i . Sec. 8, Barree-on of helium-LetSOf reterves the option of utraconi ot having «nrscted heintre 

from gai production in a manner ipecified and by mean* provided by lessor tl no expense of 
lots to lessee w owner o( tha gsi Lessee shall include in any contract of sale of gu tnt provtirau 
of this tecnon 
Sec, 1- Damages to propeny-Uitce ihall pay leator for damage lo lessor t Impravemeiits. 
thd thtll tsvc and hold lessor harmless from all Claims for damage or harm to persons or property 
at a result of lease operations. 
Sec. 10. Protection of diverse internu and equal ooporruniry-Lessee thall: pay when due all 
UM* legally asaaaaad and levied under la*t of The S——i or the Unitad Statz*. tocord all employees 
complete freedom of purchase; gey ell wage* tt least twice each month in lawful money ofthe 
Unked Sat-; mtintaui t safe woridng efrvirot»»ent in accordenct with st-B-lfd tndu_ry prtcticci, 
tnd take tnaaaurea iKceasary to protect the health and safety af the public. 

Lessor reserves the right to ensure that tmductiori ia told at reasonable prices and lo prevent 
monopoly. If lessee operetta a pipeline, or own* controlling Internet in a pipeline or a company 
operating a pipeline, which may be opt rated accettibli to oil derived from these seated lands, 
lessee shall comply with section 2S of the Miners! Leasing Act or 1920, 

Leasee shall comply wilh Executive Order No, 11240 of September 24. 1963, es arnended, 
and regulattont and relevant orders of the Secretary of Labor Utued pursuant thereto. Neither 
lessee nor lessee's wbec-treetora ahall ______ segregated facil toes. 
Sec. 11. Transfer af lease interests and retirKStitlunent of leaae—As required by regulations, 
lessee shall flit vtth (eaoc any aaatgament or Other transfer of tn interest in thia leaae. Lessee 
may retmauish this lease or any legal subdivision hv filing in the proper office t written 
r_in_4j_hmem. which ihall be effective a*.Oflac.daK offUlng, subject lo the cootwucd oUigaOOfi 
of the lessee and surety lo pay ill accrued rental! md royalties. 
Sec. 12. Delivery of premise*—Al sttch tlAtraeaQ or porbona ot tms lane sn rtturned to lessor, 
lessee shall puce affected wells In condition tor tuspcnaion or Bb__Vonmem. reclaim the land 
as specified by let lor and, within a. reasonable period of ume, remove equipment tnd 

' unprOvemeMt'aot oas med amury tV̂ e**Of~for praaerviiion of producible wells". 
Sec. 13 Proceeding! in case of default—If leaaae fails io comply with any provisions Of thit 
lease, snd tha noncompliance continue* for 30 days after written notice thereof, thlt lease shall 
be subject to cancellation unlets er until Ih* leasehold contains a well capable of production 
of oil or gas in paying ouanduae, or the lease is cetnmtRcd to an approval cooptflttrve er unit 
plan or communttiuiwn tenement which contains a well eapable of produenen of umiiaa-
luatUKei if paying quantities. Thit provision thall not be construed io prevent the exercise 
by letter df any ether legal and equitsble remedy, including waiver of the dabult. Any tuch 
remedy or waiver, ahall QOtprtvem later renrellilinn for tha tame default oceurn-g al any other 
tu«,,--»«e«>_t-« 

l respective parties hereto. 

and all book* accounts, maps, and records relative to operatuna, surveys, or iAvetngaiient Sec, 1* Helrt and lucctstort-m-interest—£acli ohHtttsan af this lease shall eatend to end he 
Cnof_Tjrrfr^ J°K J- "r*" l"H™ T "" ' — ^ . l ' T l _ y ^ U " , " ? M V ' i i \7^br»<li»g u p a ^ m r y ^ h t n t ^ -iW-t-ert_-_»9rav'a-rnnw 
records, and docun_iHMiosva_-_nia_i^ -Tnittri _Tua atlagjaffi i-l-I I u h O v , rt_ee»»«3et__ciarie», er assignee! ef DM I 

• *nan. \ W * H I H K C » t 1HF I/JKKIOB 
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f--m JOOO-3 
(hint 19-S} 

UNITED STATES 
DEPARTMENT OF THE INTERIOR 

BUREAU OF LAND MANAGEMENT 

ASSIGNMENT OF RECORD TITLE INTEREST IN A 
LEASE FOR OIL AND OAS OR GEOTHERMAL RESOURCES 

Mineral Leasing Act of 1920 (30 U.S.C. 181 et seq.) 
Act for Acquired Lands of 1947 (30 U.S.C. 351-359) 
Geo-ierm-l Steam Act of 1970 (30 U.S.C. 1001-1025) 

t̂ p-runeni ofthe Interior Appropriations Act, Fiscal Year 1981 {42 U.S.C. 650$) 

FORM APPROVED 
OMB NO. (004-0034 

Expires: August 31, 1989 

Lease Serial No. 
NM 86448 

Lease Effective Date 
(Anniversary Date) 

JUNE 1, 1991 
New Serial No. 

Type or print plainly In Ink and sign In Ink. 

PART A: ASSIGNMENT 
l. Assignee* Meridian Oil Inc. 

s , r e e t P. 0. Box 4289 
city, stse. 2IP Code Farmington, New Mexico 87499-4289 

•If more than one assignee, check here C and list the name(s) and address(cs) of all additional assignees on the reverse of this form or on a 
separate attached sheet of paper. 

This record tide assignment is for: (Check one) fH Oil and Gas Lease, or • Geoihemud Lease 

Interest conveyed: (Check one or both, as appropriate) Q3 Record Title, • Overriding Royalty, payment out of production or other similar 
interests or pay-mews 

Land Description Percent of Interest Percent of 
Additional space on reverse, if needed. Do not submit documents or agreement! other than 
this form: such document* or agreements thall only be referenced herein. 

a 

Owned Conveyed Retained Overriding Royaity 
or Similar Interests 

Additional space on reverse, if needed. Do not submit documents or agreement! other than 
this form: such document* or agreements thall only be referenced herein. 

a b c d 

Reserved 

e 

Previously 
. reserved 
or convey* 

f 

TOWNSHIP 19 NORTH» RANGE 2 WEST. NMPM 
SECTION 15: NW* 
SECTION 22: ALL 

100% 100X NONE NONE NONE 

Containing 800.00 Acres, 
More or Less 

Sandoval County, New Mexico 

FOR BLM USE ONLY-DO NOT WRITE fcELOW THIS LINE 
UNTTED STATES OF AMERICA 

This «*«lgnmem If approved solely for adrniaktratlve purposes. Approval does oot warrant that either party to this svssigivsect holds k 
equitable Utle to this lease. r - t - r~ 
Q AMigrtmeot approved for above described lands; 

Assignment approved effective _ _ _ _ _ _ _ _ _ _ _ 

• As-igrtment approved for attached land description 

D Assignment approved for land description indicated on revcrv 
of this form, 



.SENT BY: XEROX Telecopier 7017;T1- 5-91 ill :25AM ; 5Q532697B1-* 
Pan A (Continued): ADDITIONAL SPACE for Names and addresses of sdditional assignees in Item No. I, if r*eded, or for U . 

PART B: CERTIFICATION ANO REQUEST FOR APPROVAL 

1. The assignor certifies as owner of an interest in the above designated leaae that he/she hereby assigns to the above assignee(s) the rights specified above. 

2. Assignee certifies as follows: (a) Assignee is a citizen of the United States; an sssceUoon of such citizens; a municipality; or a « ° n » ^ ' ™J* J 
of tri United State, or of any State or territory thereof. For the assignment of NPR-A leases, assignee is a ««izen ' J ^ r J ^ i ^ Z i ! ™ ™ [ ?! 
association of such citiiras. nationals, resident aliens or private, publie or municipal corporations, (b) Assignee it net eonsjeered a minor Jaws,oru* 
Hn~andlcove^dby ihU assignment are taated; <«) Assignee's chargeable interests, direct and Indirect. In e i ther^ dorr*n ««^.red lands.*not e 
200 000 aVresToil and gaa'optioo* OTMO.080 M oil and gas leies in the same State, or 300.000 acres in lens*, and .00.000 acre, in or̂ .c_ in each leasing C 
in Alaska, if thi. is an oil and gas tease Issued in accordance with the Mineral Leasing Act of 1920 or 31.200 acres in any one State if th»s Is a geotteimal lease; ( 
parties holding an interest In the assignment are otherwise in compliance wilh the regulations (43 CFR Croup 3100 or 3200) and the wthorizlng Aers; (e) Aasif 
in compliance with reclamation requinnient* for all Federal oil and gas lease holdings as required by sec. 17(g) of Ihe Mineral Leasing Act: and (I) Assignee » 
violation of sec. 41 of the Mineral Leasing Act. 

3. Assignee-, signature to thia assignment constitutes acceptance of all applicable terms, condltiona. stipulations wd restrictions pertaining to the lease described h 

For geothermal assignments, an overriding royalty may not be less than one-fourth (W) of one percent of the value of output, nor greater than JO percent of the rate of rc 
due to the United Stales when this assignment is added to all previously created overriding royalties (43 CFR 3241). 

t certify that the statements made herein by me are true, compleie. and correct to the best of my knowledge ind belief and are made in good faith. 

Executed this _ _ 1 0 J - i _ _ day of JUNE 19 - S i Executed this 2 8 t h of -_-£HS2 19 9 1 

Name of Assignor as shown on A * » » LAND/MANAGEMENT CONSULTANTS , INC. 
' ^ v C .. jff^ Please type or print 

/ / y ^ K ^ ^ ^ ^ ^ ^ A„.n_ MERIDIAN OIL INC. Assignor I / ^ / P < v ^ ""^— — Assign**_ , K — - , ^ 

t & p m -* MICHAfĝ AMPBELL, PRESIDENT A J V | n , f a c t ^ -
RertvayAsnran ' v a r t t- n^ors fS anart 

UmUU °" h ' — » •»-----»• Anomey.in-fa« . „ " ^ « £~ 
(Signature) Kent Beers (Signature) 

P.O. BOX 1463 Attorney-in-Fact 
(Assignor's Address) 

C0RRALES, NM 87048 
(City) (State) (Zip Code) 

Title 18 U.S.C. Sec. 1001 makes it a crime for any person knowingly and willfully to make to any Department or agency ofthe United States any false, fictitious or frau 
statement* or representations as to any matter within lis Jurisdiction. 
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STATE OF NEW MEXICO ) 
) es 

COUNTY OF BERNALILLO ) 
The foregoing instrument was acknowledged before me this 

_ loth day of JUNE 1991 by L. Michael 

Campbell, President of l*and/Management consultants, inc., a 

New Mexico Corporation, on behalf of said corporation. 

Notary Public 

My commission expires 11-27-93 

OFFICIAL SEAL 
DON R. KERBY 

NCTA3T" PUS'-iS • MEW MEXICO 
NOiAft'/ bGN'D TILED W!TH SECRETARY OF STATE 

My Commission Expires ..tlr.2L3~/.99.i 
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UNITED STATES 
DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT 

COMPETITIVE OIL AND GAS OR 
GEOTHERMAL RESOURCES LEASE BID 
30 U.S.C.181 et seq.; 30 U.S.C. 351-359; 

30 U.S.C. 1001-1025; 42 U.S.C. 6508 

KM 86448 
FORM APPROVED 
OMB NO. 1004-0074 
Expires: Feb. 28, 1991 

State Date of sale 

#-/7-?/ 
PARCEL NUMBER 

(Include name of known geothermal resource area 
if bid is for geothermal resources lease) 

AMOUNT OFBlDf&i 

TOTAL BID 

£7, Q1S.00 

Instructions on reverse) 
PAYMENT SUBMITTED 

WITH BID 

V btS.oo 

The appropriate regulations applicable to this bid are: (I) for oil and gas leases—43 CFR 3120; (2) for National Petroleum Reserve-Alaska (NPR-£) 
leases—43 CFR 3132; and (3) for Geothermal resources leases—43 CFR 3220. (See details concerning lease qualifications on reverse.) 

1 CERTIFY THAT I have read and am in compliance with, and not in violation of, ihe lessee qualification requirements under the applicable regulations 
for this bid. 

I CERTIFY THAT this bid is not in violation of 18 U.S.C. 1860 which prohibits unlawful combination or intimation of bidders. I further certify that this 
bid was arrived at independently and is tendered without collusion with any other bidder for tbe purpose of restricting competition. 

IMPORTANT NOTICE: Execution of this form, where the offer is the high bid, constitutes a binding lease offer, including aU applicable terms and 
conditions. Failure to comply with the applicable laws and regulations under which this bid is made shall result in rejection ofthe bid and forfeiture of 
all monies submitted. 

(Print or type name of Bidder) (Lessee) 

(Signature of Bidder) ( 

Tb Sox! /4fe5 
(Address of Bidder) (Lessee) 

(City, State, and zip code) 

Title 18 U.S.C. Section 1001. makes it a crime for any person knowingly and willfully to make 10 any department or agency of the United States any false, fictitious 0 
fraudulent statements or representations as to any matter within iu jurisdiction. _ 

Fmm 1000-7. (June !«J' 
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For leases that may be issued as a result of this sate under the Mineral 
Leasing Act (The Act) of 1920, as amended, the oral bidder must; (1i 
Be a citizen ofthe United States; an association (including partner
ships and trusts) of such citizens; a municipality; or a corporation 
organized under the laws of the United States or of any State or 
Territory thereof; (2) Be in compliance with acreage limitation 
requirements wherein thc bidder's interests, direct and indirect, in oil 
and gas leases in the State identified do not exceed 246.080 acres each 
in public domain or acquired lands including acreage covered by this 
bid, of which not more than 200.000 acres arc under options. If thi> 
bid is submitted for lands in Alaska, the bidder's holdings in each of 
the Alaska leasing districts do not exceed 300.000 acres, of which wo 
more than 200,000 acres are under options in each district; (3) Be in 
compliance with Federal coal lease holdings as provided in sec. 
2(a)(2XA) of the Act; (4) Be in compliance with reclamation 
reouiremcnts for all Federal oil and gas holdings as required by sec. 
17 of the Act; (5) Not be in violation of sec. 41 of die An, and (f>i 
Certify that alt parties in interest in this bid are incompliance with 43 
CFR Groups 3000 and 3100 and the leasing authorities cited herein. 

For leases that may be issued as a result of this sale under the 
Geothermal Steam Act of 1970, as amended, the bidder must; (1) Be 
a citizen of the United States; an association of such citizens: a 
municipality; or a corporation organized under the laws of the 
United States or of any State or Territory thereof; and {2) Be in 
compliance with acreage limitation requirements wherein the bidder's 
interests, direct and indirect, do not exceed 51,200 acres: and (3) 
Certify that all parties in interest in this bid are in compliance with 43 
CFR Croup 3200 and the leasing authority cited herein. 

For leases that may be issued as a result of this sale under the 
Department ofthe Interior Appropriations Act of 1981, the bidder 
must: (1) Be a citizen or national of the United States; art alien 
lawfully admitted for permanent residence; a private, public or 
municipal corporation organized underthe laws ofthe United States 
or of any State or Territory thereof; an association of such citizens, 
nationals, resident aliens or private, public or municipal corpo
rations, and (2) Certify that ull ymtUj in intarect in thie Are ir 
compliance with 43 CFR Pan 3130 and the leasing authorities citec 
herein. 

INSTRUCTIONS 

INSTRUCTIONS FOR OIL AND GAS BID 
ffc-xcepf NPR-A) 

1. Separate bid for each parcel is required. Identify parcel by the parcel 
number assigned in ihe Notice of Competitive Lease Sak. 

2. Bid must be accompanied by the national minimum acceptable bid, 
the first year's rental and the administrative fee. The remittance must 
be in the form specified in 43 CFR 3103.NI. The remainder of the 
bonus bid, ifany, must be submitted to the proper BLM office within 
10 working days after the last day of the oral auction. 

3. If bidder is not the sole party in interest in the lease for which the bid 
is submitted, all other parties in interest may be required to furnish 
evidence of their qualifications upon written request by the authorized 
officer. 

4. This bid may be executed (signed) before the oral auction, Il'signed 
before the oral auction, this form cannot be modified without being 
executed again. 

5. In view of the above requirement (4), bidder may wish to leave 
AMOUNT OF BID section blank so that final bid amount may be 
either completed by the bidder or the Bureau of Land Management 
at the oral auction. 

INSTRUCTIONS FOR GEOTHERMAL OR 
NPR-A OIL AND GAS BID 

1. Separate bid for each parcel is required. Identify parcel by t! 
number assigned to a tract. 

2. Bid must be accompanied by one-fifth of ihe total amount of bid. Ti 
remittance must be in the form specified in 43 CFR 3220.4 for 
Geothermal Resources bid and 3132.2 for a NPR-A lease bid. 

3. Mark envelope Bid for Geothermal Resources Lease in (Same 
KGRA) or Bid for NPR-A Lease, as appropriate. Be sure corr 
parcel number of tract on which bid is submitted and date of 1 
opening are noted plainly on envelope. No bid may be modified 
withdrawn unless such modification or withdrawal is received pr 
to time fi.xed for opening of bids. 

4. Mail or deliver bid to the proper BLM office or place indicated in 
Notice of Competitive Lease Sale. 

5. If bidder is not ihe sole party in interest in the lease for which bi 
submitted, all other parties in interest may be required to furt 
evidence of thetrqualifications upon written request by the author 
officer. 

The Privacy Act of 1974 and the regulation in 43 CFR 2.48(d) 
provide that you be furnished the following information in connection 
with information required by this bid for a Competitive Oil and Gas 
or Geothermal Resources Lease. 

AUTHORITY: 30 U.S.C 181 et seq.; 30 U.S.C. 351-359; 30 U.S.C. 
1001-1025; 42 U.S.C 6508 

PRINCIPLE PURPOSE: The information is to be used to process 
your bid. 

The Paperwork Reduction Act of 1980 (44 U.S.C. 3501 ei seq.) 
-equires us to infe-rm you that: 

This information is being collected in accordance with 43 CFR 3120. 

ROUTINE USES; (1) The adjudication of the bidder's right i> 
resources for which this bid is made. (2) Documentation for p 
information. (3) Transfer to appropriate Federal agencies ' 
comment or concurrence is required prior to granting a rig 
public lands or resources. (4)(5) Information from the record ar 
the record will be transferred to appropriate Federal, State. Io 
foreign agencies, when relevant to civil, criminal or regu! 
investigations or prosecutions. 

EFFECT OF NOT PROVIDING INFORMATION: Disclosure 
information is voluntary. If all the information is not provider 
bid may be rejected. 

This information will be used to determine the bidder submit' 
highest bid. 

Response to this rtx}* is required to obtain a benefit. 
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ATTACHMENT TO EACH ISSUED LEASE 

MLA Section 2(a)(2)(A) Compliance 

NOTICE TO LESSEE 

Provisions of the Mineral Leasing Act (MLA) of 1920, as amended by the Federal 
Coal Leasing Amendments Act of 1976, affect an entity's qualifications to 
obtain an oil and gas leaae. Section 2(a)(2)(A) of the KLA, 30 U.S.C. 
201(a)(2)(A), required that any entity that holds and has held a Federal coal 
lease for 10 years beginning on or after August 4, 1976, and who ls not 
producing coal ln commercial quantities from each such lease, cannot qualify 
for the issuance of any other lease granted under the MLA. Compliance by coal 
lessees with Section 2(a)(2)(A) is explained in A3 CFR 3472. 

In accordance with the terms of this oil and gas lease with respect to 
compliance by the initial lessee with qualifications concerning Federal coal 
lease holdings, all assignees and transferees are hereby notified that this 
oil and gas lease is subject to cancellation i f : (1) the initial lessee as 
assignor or as transferor has falsely certified compliance with Section 
2(a)(2)(A) or, (2) because of a denial or disapproval by a State Office of a 
pending coal action, i.e., arms-length assignment, relinquishment, or logical 
mining unit, the initial lessee as assignor or as transferor ls no longer in 
compliance with Section 2(a)(2)(A). The assignee or transferee does not 
qualify as a bona fide purchaser and, thus, has no rights to bona fide 
purchaser protection in the event of cancellation of this lease due to 
noncompliance with Section 2(a)(2)(A). 

Information regarding assignor or transferor compliance with Section 
2(a)(2)(A) is contained in the leaae case file as well as in other Bureau of 
Land Management records available through the State Office issuing this lease. 



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 37504 
(5051 827-5800 

GOVERNOR 

October 31, 1991 

Kellahin, Kellahin & Aubrey 
P.O. Box 2265 
Santa Fe, NM 87504 

Attention: W. Thomas Kellahin 

RE: Case No. 10392, Application of Meridian Oil, Inc. for a 
high angle/horizontal directional drilling pilot project; 
Section 22, Township 19 North, Range 2 West, Sandoval 
County, New Mexico. 

Dear Mr. Kellahin: 

During the hearing on October 3, 1991 a question was raised about the ownership of said 
Section 22. At this time I am looking for verification that all of Section 22 is one single 
lease with common ownership and interest. The lease is question is NM 86448 and a copy 
of the land plat for this area is enclosed. 

Thank you for your assistance in this matter. 

Michael E. Stogner 
Chief Hearing Officer/Engineer 

MES/ag 

Enclosures 
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have shown where the v a r i o u s o f f s e t i n t e r e s t 

owners are i n r e l a t i o n t o S e c t i o n 22. 

A. We n o t i f i e d each owner i n each s e c t i o n 

t h a t o f f s e t s the S e c t i o n 22. And the coding t h a t 

i s used i s a square b l o c k w i t h a number i n i t 

t h a t r e p r e s e n t s the p a r t y t h a t ' s i n t h a t 

s e c t i o n . And we n o t i f i e d a l l of those p a r t i e s . 

Q. What type of acreage are you d e a l i n g 

w i t h i n S e c t i o n 22 i n terms o f i t s m i n e r a l 

ownership? 

A. T h i s i s a f e d e r a l o i l and gas lease. 

Q. The e n t i r e s e c t i o n i s the same f e d e r a l 

o i l and gas lease? 

A. Yes --

Q. I f y o u ' l l l o o k a t E x h i b i t A on the 

a p p l i c a t i o n . 

A. Yes, s i r , i t i s . 

Q. So you're d e a l i n g w i t h common w o r k i n g 

i n t e r e s t and r o y a l t y ownership w i t h r e g a r d s t o 

the e n t i r e s e c t i o n ? 

A. That i s c o r r e c t . 

Q. Okay. I f we l o o k b e h i n d t h e 

n o t i f i c a t i o n p l a t , which i s the f i r s t d i s p l a y 

behind E x h i b i t No. 2, what's the next d i s p l a y , 

Mr. Alexander? 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 
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A. The s t r i p e d p a t t e r n i s a l s o a Meridian 

ownership, but i t i s l e s s than 100-percent 

ownership, and i t ranges i s from 50 to 90 percent 

gross working i n t e r e s t . The s o l i d p a t t e r n s are 

100 percent gross working i n t e r e s t . 

Q. When I look at Sec t i o n 22, i n s i d e of 

that s e c t i o n I see what appear to be boundary 

l i n e s following 40 a c r e s , p a r t i c u l a r l y the 

northeast quarter being boxed, the north h a l f , 

the southeast quarter being boxed, and the 

southeast quarter southeast quarter being boxed. 

Are these of any s i g n i f i c a n c e ? 

A. No, s i r , I don't b e l i e v e they are. 

When I h e s i t a t e d i n answering Mr. K e l l a h i n ' s 

question, I was looking at that same e x h i b i t , but 

i t i s my understanding that t h i s i s one f e d e r a l 

o i l and gas lease at t h i s point i n time. I t ' s a 

new le a s e that has been a d v e r t i s e d . And I think 

some of those p r i o r l e a s e l i n e s were l e a s e s that 

had expired i n that area. 

Q. So i t ' s your understanding at t h i s 

point that a l l of Se c t i o n 22 i s one s i n g l e lease 

with common I n t e r e s t and ownership? 

A. Yes, s i r . And I w i l l double-check 

that , and i f i t ' s d i f f e r e n t from t h a t , I w i l l l e t 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 
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you know t h a t . However, we do own 100 percent of 

the working i n t e r e s t i n the s e c t i o n . 

Q. Now, i n E x h i b i t A of E x h i b i t 1 I'm 

s o r r y . I should say E x h i b i t No. 1, the 

sub- E x h i b i t A, you show a l e a s e number. I t 

appears to be USA, being f e d e r a l , NM 86448. I s 

that your understanding that that i s the leas e 

number t h a t ' s i n c l u s i v e of t h i s whole s e c t i o n ? 

A. Yes, s i r , t h a t ' s c o r r e c t . 

Q. Does t h i s p a r t i c u l a r l e a s e extend 

outside of t h i s s e c t i o n ? 

A. Mr. Stogner, I don't know the answer to 

that question, but I would be happy to f i n d i t 

for you. 

Q. I f you can perhaps supplement the 

extent of that p a r t i c u l a r l e a s e and, as you 

had mentioned before, i f there appears to be 

other f e d e r a l l e a s e s w i t h i n that t r a c k that may 

or may not correspond with the t h i r d page of 

E x h i b i t 2 --

A. Yes, s i r . 

Q. -- we would appreciate t h a t . 

EXAMINER STOGNER: I have no other 

questions of Mr. Alexander at t h i s time, Mr. 

K e l l a h i n , but we may r e s e r v e a question at a 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 
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Meridian 100% G.W.I. 

Meridian 50 to 90 % G.W.I. 

MERIDIAN ©DL 
CASE NO. 10392 

PIEDRA LUMBRE #1 WELL 
SANDOVAL CO., N.M. 



K E L L A H I N , K E L L A H I N A N D A T J B H E Y 

W. T H O M A S K E L L A H I N 

K A R E N A U B R E Y 

J A S O N K E L L A H I N 

O F C O U N S E L 

A T T O R N E Y S A T L A W 

E L P A T I O B U I L D I N G 

117 N O R T H G U A D A L U P E 

P O S T O F F I C E B O X 2 2 6 5 

S A N T A F B , N E W M E X I C O 8 7 5 O 4 - 2 S 0 5 

T E L E P H O N E ( 5 0 5 ) 9 8 2 - 4 2 8 5 
T E L E F A X I 5 0 5 ] 9 8 2 - 2 0 4 7 

October 11, 1991 

Mr. Michael E. Stogner HAND DELIVERED 
Oil Conservation Division 
310 Old Santa Fe T r a i l 
Room 206 
Santa Fe, New Mexico 87501 

RE: NM OCD Case No. 10392 
Application of Meridian Oil Inc. 
for a High Angle/Horizontal Directional 
Drilling Pilot Project etc. 

Dear Mr. Stogner: 

Please find enclosed for your consideration a 
proposed order for entry in this case. I have also 
enclosed a WordPerfect diskette with this order on i t . 

In addition, the order contains Finding (5) which 
was written by Mr. David Schroderbek, the Meridian 
geologist to describe the Niobrara formation. 

Finally, I have also enclosed a regional structure 
map for your reference. 

Please c a l l me i f you can be of further 
assistance. 

WTK/jcl / 
Enclosures 
cc: Alan Alexander - Meridian 

ltrtlOlla.330 



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: 

CASE NO. 10392 
ORDER NO. R-

APPLICATION OF MERIDIAN OIL INC. FOR 
A HIGH ANGLE/HORIZONTAL DIRECTIONAL DRILLING 
PILOT PROJECT, SPECIAL OPERATING RULES 
THEREFOR, A NON-STANDARD OIL SPACING AND 
PRORATION UNIT, AN UNORTHODOX WELL LOCATION 
AND A SPECIAL PROJECT ALLOWABLE, SANDOVAL 
COUNTY, NEW MEXICO 

ORDER OF THE DIVISION 

BY THE DIVISION 

This cause came on f o r hearing a t 8:15 a.m. on 

October 3, 1991, a t Santa Fe, New Mexico, before 

Examiner Michael E. Stogner. 

NOW, on t h i s day of October, 1991 the 

D i v i s i o n D i r e c t o r , having considered the testimony, the 

rec o r d and the recommendations o f the Examiner, and 

being f u l l y advised i n the premises, 

FINDS THAT: 

(1) Due p u b l i c n o t i c e having been given as 

r e q u i r e d by law, the D i v i s i o n has j u r i s d i c t i o n o f t h i s 

cause and the s u b j e c t matter t h e r e o f . 



Case No. 10392 
Order No. R-
Page No. 2 

(2) The applicant, Meridian Oil Inc., seeks 

authority to i n i t i a t e a high angle/horizontal 

directional d r i l l i n g pilot project in the Mancos 

formation as an exception to statewide o i l proration 

and spacing rules by forming a 640-acre non-standard 

proration unit consisting of a l l of Section 22, T19N, 

R2W to be dedicated to i t s Piedra Lumbre Well No. 1 

which w i l l be commenced at a standard o i l well location 

2005 feet from the South line and 1775 feet from the 

East line (Unit J) of said Section 22, thence dr i l l e d 

v e r t i c a l l y to approximately 2,000 feet, kicked off in a 

northwesterly direction, building angle up to 

approximately 80 degrees and d r i l l i n g at such 

inclination for approximately 3,860 feet. 

(3) The applicant further requests that special 

operating provisions and rules be established for said 

project area including a special project o i l allowable 

of 640 barrels of o i l per day and the designation of a 

prescribed d r i l l i n g window limiting the horizontal 

displacement of the wellbore such that i t s producing 

interval can be no closer than 660 feet to the outer 

boundary of said proration unit. 



Case No. 10392 
Order No. R-
Page No. 3 

(4) The proposed high angle/horizontal pilot 

project i s neither within the boundaries of nor within 

one mile of any existing Mancos pool and i s therefore 

subject to state-wide rules and regulations. 

(5) The Niobrara intervals of the Mancos 

formation are the potential productive zones in this 

spacing/proration unit. The Niobrara i s characterized 

by tight, low matrix permeability sandstones, 

siltstones and s i l t shales that are naturally 

fractured. Past experience in Mancos pools has shown 

that conventionally d r i l l e d (vertical) wells may not 

economically develop and produce a l l of the reserves in 

a spacing unit. By d r i l l i n g a high angle/horizontal 

wellbore, the applicant i s attempting to increase the 

probability of encountering and producing hydrocarbon 

reserves which may not ultimately bo produced by a 

vertical well in the spacing unit, thereby preventing 

waste. 

(6) The area which the Applicant seeks to develop 

with this special pilot project i s towards the eastern 

edge of the Niobrara outcrop and i s approximately 6 

miles south of the Rio Puerco-Mancos Oil Pool a portion 
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Order No. R-
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of which i s being developed with high-angle wells 

pursuant to Divis i o n Order R-9330, as amended. 

(7) The Niobrara member of the Mancos ("Gallup") 

formation i s informally subdivided into an "A","B" and 

"C" s t r a t i g r a p h i c zones a l l of which are c o r r e l a t i v e to 

the producing i n t e r v a l s i n the Verde-Gallup Pool, 

Boulder-Mancos Pool, East and West Puerto Chiquito-

Mancos Pools, Gavilan-Mancos Pool and Rio Puerco-Mancos 

Pool. 

(8) The Niobrara "A", "B", and "C" zones of the 

Mancos consist of t h i n l y interbedded fine-grained 

sandstones, s i l t s t o n e s and s i l t y shales deposited i n 

deep-water environments of the Cretaceous I n t e r i o r 

Seaway. 

(9) Applicant's Piedra Lumbre No 1 well w i l l be 

d r i l l e d i n an area which geologically c o r r e l a t e s to the 

Niobrara formation being developed i n the pools 

i d e n t i f i e d i n Finding (7) above. 

(10) The Niobrara i n t h i s area i s interpreted to 

be n a t u r a l l y fractured because of i t s position r e l a t i v e 

to the eastern s t r u c t u r a l margin of the San Juan Basin. 

The proposed location i s near the basin-marginal 
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s y n c l i n a l flexure, where r e l a t i v e l y steep basin-flank 

dip changes to r e l a t i v e gentle basin-floor dip. I n the 

Piedra Lumbre area t h i s dip change i s from 

approximately 5 degrees to approximately 2 degrees. 

Structural s t r i k e also changes i n t h i s area and the 

combined a f f e c t s of changing dip di r e c t i o n and dip 

cause natural fracturing i n the Niobrara formation. 

(11) D r i l l i n g the subject well at a high angle i n 

a Northwesterly direction, perpendicular to the main 

fracture system and s t r i k e of the structure i s expected 

to r e s u l t i n the penetration of numerous fractures 

providing for good drainage. 

(12) Applicant t e s t i f i e d that t h i s area cannot be 

economically developed with conventional v e r t i c a l 

wellbore technology nor without an allowable incentive 

to o f f s e t the r i s k involved i n d r i l l i n g a high 

angle/horizontal well . 

(13) At no point i n i t s traverse of the Mancos 

formation does the proposed highly-deviated wellbore 

encroach upon the 660 foot set back to the outer 

boundary of the spacing and proration unit. 
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(14) No offset operator appeared and objected to 

the proposed pilot project. 

(15) A conventional vertical o i l well in this pool 

to which 40 acres were assigned would be entitled to a 

top o i l allowable of 80 BOPD and the high 

angle/horizontal well w i l l penetrate seven 40-acre 

units. 

(16) The applicant should be afforded the 

opportunity to produce the well at the requested 

allowable assigned to the subject spacing and proration 

unit in order to encourage the development of an area 

of potential Mancos production that might not be 

developed as efficiently i f conventional ver t i c a l wells 

were dri l l e d . 

(17) The aforementioned prescribed area limiting 

the horizontal displacement of the wellbore so that i t 

i s no closer than 660 feet to any outer boundary of the 

spacing unit would allow for f l e x i b i l i t y , serve to 

minimize risk and maximize the success of such a 

completion. 
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(18) I n the i n t e r e s t of conservation, the 

application of Meridian O i l Inc. for t h i s high 

angle/horizontal well project should be approved. 

(19) The applicant should be required to determine 

the actual location of the kick-off point prior to 

commencement of di r e c t i o n a l d r i l l i n g operations. Also, 

the applicant should notify the supervisor of the Aztec 

D i s t r i c t Office of the Division of the proposed azimuth 

and i n c l i n a t i o n of the deviated hole and of the date 

and time of the commencement of di r e c t i o n a l d r i l l i n g i n 

order that the same may be witnessed. 

(20) The applicant should be required to conduct a 

di r e c t i o n a l survey on the l a t e r a l portion of the 

wellbore during or af t e r completion of the d r i l l i n g 

operations on the well and submit a copy of said survey 

to both the Santa Fe and Aztec Offices of the Division. 

IT IS THEREFORE ORDERED THAT; 

(1) The application of Meridian O i l Inc. for a 

high angle/horizontal d i r e c t i o n a l d r i l l i n g p i l o t 

project i n a l l of Section 22 Township 19 North, Range 2 

West, NMPM, Sandoval County, New Mexico i s hereby 

approved. 
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(2) The applicant i s further authorized to d r i l l 

i t s Piedra Lumbre No. 1 Well at an standard o i l surface 

well location 2005 feet FSL and 1775 feet FEL of said 

Section 22 in the unconventional manner as described in 

Finding Paragraph No. 2 of this order. 

(3) The lateral extent of the high 

angle/horizontal wellbore shall be such that the 

producing interval be limited to an area which extends 

no closer than 660 feet to the outer boundary of the 

spacing and proration unit. 

(4) A l l of said Section 22 forming a 640-acre o i l 

spacing and proration unit with a 640 barrel a day 

allowable and a 2,000 to 1 GOR i s hereby approved. 

(5) The geographic location of the kick-off point 

for the proposed high angle/horizontal well shall be 

determined prior to directional d r i l l i n g . Also, the 

operator shall notify the supervisor of the Aztec 

Di s t r i c t of the Division of the proposed direction 

(azimuth, and inclination) of the deviated hole and of 

the date and time of the directional d r i l l i n g in order 

that the same may be witnessed. 
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(6) The applicant s h a l l conduct a d i r e c t i o n a l 

d r i l l i n g survey on the well during or af t e r completion 

of high angle/horizontal d r i l l i n g operations. 

(7) Upon completion of the high angle/horizontal 

d r i l l i n g operations on the well, the applicant s h a l l 

f i l e a copy of said d i r e c t i o n a l d r i l l i n g survey along 

with a f i n a l report specifying the depth and location 

of the terminus of sa i d high angle/horizontal wellbore 

to both the Santa Fe and Aztec Offices of the Division. 

(8) J u r i s d i c t i o n of t h i s cause i s retained for 

the entry of such further orders as the Division may 

deem necessary. 

DONE at Santa Fe, New Mexico, on the day and year 
hereinabove designated. 

STATE OF NEW MEXICO 
OIL CONSERVATION DIVISION 

WILLIAM J . LEMAY 
Director 

S E A L 

ordt l .007.330 


