DOCKET NO. 26-98
DOCKET: EXAMINER HEARING - THURSDAY - SEPTEMBER 17, 1998

8:15 A.M. - 2040 South Pacheco
Santa Fe, New Mexico

Dockets Nos. 27-98 and 28-98 are tentatively set for October 8 and October 22, 1998. Applications for hearing must be filed at least 23 days in advance
of hearing date. The following cases will be heard by an Examiner:

CASE 12041:

12031:

CASE 12042:

12043:

Application of Merrion Oil & Gas Corporation for compulsory pooling, San Juan County, New Mexico. Applicant seeks an order
pooling all mineral interests from the surface to the base of the Pictured Cliffs formation underlying the NW/4 of Section 14, Township 29
North, Range 13 West, forming a standard 160-acre gas spacing and proration unit for any and all formations and/or pools developed on
160-acre gas spacing within that vertical extent, which presently may include but is not necessarily limited to the West Kutz-Pictured Cliffs
Gas Pool. The unit is to be dedicated to its Redfern Com Well No. 3 to be drilled and completed at a standard gas well location in Section
14. Also to be considered will be the costs of drilling and completing the well and the allocation of the costs thereof as well as actual
operating costs and charges for supervision, designation of applicant as the operator of the well and a charge for risk involved in drilling
the well. This area is located approximately 1 mile east of the Center of the City of Farmington, New Mexico.

Continued from September 3, 1998, Examiner Hearing.

Application of Santa Fe Energy Resources, Inc. for compuisory pooling, Eddy County, New Mexico. Applicant seeks an order pooling
all mineral interests from the surface to the base of the Morrow formation undertying the following described acreage in Section 25,
Township 18 South, Range 30 East, and in the following manner: the S/2 to form a standard 320-acre gas spacing and proration unit for
any formations and/or pools developed on 320-acre spacing within that vertical extent, including but not limited to the Undesignated North
Shugart-Morrow Gas Pool; the SE/4 to form a standard 160-acre gas spacing and proration unit for any and all formations and/or pools
developed on 160-acre spacing within that vertical extent; and the NW/4 SE/4, below 4100 feet subsurface, to form a standard 40-acre oil
spacing and proration unit for any and all formations and/or pools developed on 40-acre spacing within that vertical extent. The units are
to be dedicated to the Benson “25" Fed. Com Well No. 1, located at an unorthodox well location 1980 feet from the South and East lines
(Unit J) of Section 25. Also to be considered will be the cost of drilling and completing the well and the allocation of the cost thereof, as
well as actual operating costs and charges for supervision, designation of applicant as the operator of the well, and a charge for risk involved
in drilling the well. The unit is located approximately 7.5 miles southeast of Loco Hills, New Mexico.

Continued from August 20, 1998, Examiner Hearing.

Application of Louis Dreyfus Natural Gas Corp. for compuisory pooling, Lea County, New Mexico. Applicant seeks an order pooling
all mineral interests from the surface to the base of the Morrow formation underlying the E/2 of Section 28, Township 19 South. Range 35
East, to form a standard 320-acre gas spacing and proration unit for any formations and/or pools developed on 320-acre spacing within said
vertical extent, including the Undesignated North Pearl-Morrow Gas Pool. Said unit is to be dedicated to its Toro 28" State Com. Well
No. 1, located at an orthodox location 1980 feet from the North line and 660 feet from the East line (Unit H) of Section 28. Also to be
considered will be the cost of drilling and completing the well and the allocation of the cost thereof, as well as actual operating costs and
charges for supervision, designation of applicant as the operator of the well, and a charge for risk involved in drilling the weil. This unit
is located approximately 11 miles west of Monument, New Mexico.

‘ Application of OXY USA INC.,, for compuisory pooling and an unorthodox gas well location, Eddy County, New Mexico. Applicant

seeks an order pooling all mineral interests from the top of the Wolfcamp to the base of the Morrow formation underlying the E/2 of Section
21, Township 17 South, Range 28 East, to form a standard 320-acre spacing and proration unit for any and all formations and/or pools
developed on 320-acre gas spacing within that vertical extent, which presently may include but is not necessarily limited to the Empire-
Pennsylvanian Gas Pool and/or the Empire-Wolfcamp Gas Pool. The unit is to be dedicated to its PIB Federal Well No. 1 to be drilled and
completed at an unorthodox gas well location 2440 feet from the North line and 1980 feet from the East line (Unit G) of Section 21. Also
to be considered will be the costs of drilling and completing the well and the allocation of the costs thercof as well as actual operating costs
and charges for supervision, designation of applicant as the operator of the well, and a charge for risk involved in dnllmg the well. This
unit is located approximately 16 miles southeast of Artesia, New Mexico.

Application of Santa Fe Energy Resources, Inc. for compulsory pooling, Lea County, New Mexico. Applicant seeks an order pooling
all mineral interests from the surface to the base of the Morrow formation underlying the following described acreage in Irregular Section
4, Township 23 South, Range 34 East, and in the following manner: the SE/4 NW/4 to form a standard 40-acre spacing and proration unit
for any and all formations and/or pools developed on 40-acre oil spacing within that vertical extent, which presently may include but is not
necessarily limited to the Antelope Ridge-Cherry Canyon Pool; the NW/4 equivalent to form a standard 160-acre spacing and proration unit
for any and all formations and/or pools developed on 160-acre gas spacing within that vertical extent, which presently may include but is
not necessarily limited to the Antelope Ridge-Bone Spring Gas Pool; and the N/2 equivalent to form a standard 320.03-acre spacing and
proration unit for any and all formations and/or pools developed on 320-acre gas spacing within that vertical extent, which presently may
include but is not necessarily limited to the Antelope Ridge-Morrow Gas Pool. The unit(s) is to be dedicated to its Rio Blanco “4" Federal
Com Well No. 1 to be drilled and completed at a standard gas well location in Unit F of the Section 4. Also to be considered will be the
costs of drilling and completing the well and the allocation of the costs thereof as well as actual operating costs and charges for supervision,
designation of applicant as the operator of the well, and a charge for risk involved in drilling the well. This unit is located approximately
20 miles southwest of Eunice, New Mexico.
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CASE 12044:

CASE 12045:

CASE 12046:
CASE 12047:
CASE 11976:

CASE 12048:

CASE 12049:

Application of Burlington Resources Oil & Gas Company for an unorthodox gas well location, San Juan County, New Mexico.
Applicant secks approval to drill its proposed Allison Unit Well No. 39 at an unorthodox gas well location 2640 feet from the North line
and 15 feet from the East line (Unit H) of Section 18, Township 32 North, Range 6 West, to the base of the Dakota formation. this location
being unorthodox for any and all gas production from the Mesaverde and Dakota formations, and, if productive, to be dedicated to a standard
320-acre gas spacing and proration unit consisting of the E/2 of Section 18. This location is located approximatety 8 miles east of the
intersection of New Mexico State Highway 511 and the state line between New Mexico and Colorado.

Application of Burlington Resources Oil & Gas Company for an unorthodox gas well location, Rio Arriba County, New Mexico.
Applicant seeks approval to drill its proposed San Juan ~27-5" Unit Well No. 85-E at an unorthodox gas well location 795 feet from the
North line and 2435 feet from the West line (Unit C) of Irregular Section 5, Township 27 North, Range 5 West, to the base of the Dakota
formation, this location being unorthodox for any and all gas production from the Mesaverde and Dakota formations, and, if productive,
to be dedicated to a standard 319.81-acre gas spacing and proration unit consisting of Lots 3 and 4, $/2 NW/4 and SW/4 (W/2 equivalent)
of Section 5. This location is located approximately 7 miles south of Gobernador Camp, New Mexico.

Application of Burlington Resources Oil & Gas Company for statutory unitization, Lea County, New Mexico. Applicant. pursuant
to the Statutory Unitization Act, Sections 70-7-1 through 7-7-21, NMSA 1978, seeks statutory unitization of its proposed Corbin Federal
Delaware Unit encompassing 566.36 acres of federal lands comprising portions of Sections 7, 17 and 18, Township 18 South, Range 33
East. The project is located approximately 8 miles southeast of Maljamar, New Mexico.

Application of Burlington Resources Oil & Gas Company for approval of a waterflood project and to qualify that project for the
recovered oil tax rate pursuant to the Enhanced Oil Recovery Act, Lea County New Mexico. Applicant seeks approval to institute a
secondary recovery project in its proposed Corbin Federal Delaware Unit Waterflood Project by the injection of water into the Delaware
formation of the West Corbin Delaware Pool, encompassing 566.36 acres of federal lands comprising portions of Sections 7, 17 and 18,
Township 18 South, Range 33 East. Applicant further seeks to qualify this expansion area for the recovered oil tax rate pursuant to the “New
Mexico Enhanced Oil Recovery Act” Sections 7-29A-1 through 7-29A-5, NMSA 1978. The project is located approximately 8 miles
southeast of Maljamar, New Mexico.

Continued from September 3, 1998, Examiner Hearing.

Application of Nearburg Exploration Company, L.L.C. for compulsory pooling and an unorthodox well location, Lea County, New
Mexico. Applicant seeks an order pooling all mineral interests in Lots 1,2, 7, 8, 9, 10, 15 and 16, containing 319.97 acres, more or less,
for all formations developed on 320-acre spacing, including but not limited to the Hat Mesa-Morrow Gas Pool; in Lots 9, 10, 15. and 16
for all formations developed on 160-acre spacing; in Lots 15 and 16 for all formations developed on 80-acre spacing; and in Lot 16 for ail
formations developed on 40-acre spacing, of Section 2, Township 21 South, Range 32 East. Said units are to be dedicated to its Minis 2"
Federal Well No. | to be drilled to the Morrow formation at an unorthodox location 3630 feet from the South line (990 feet from the South
line of the dedicated stand-up spacing unit) and 660 feet from the East line of said Section 2. Also to be considered will be the cost of
drilling and completing said well and the allocation of the cost thereof as well as actual operating costs and charges for supervision,
designation of applicant as operator of the well and a charge for risk involved in drilling said well. Said area is located approximately 5 miles
southeast of Halfway, New Mexico.

Application of Penwell Energy, Inc. for compulsory pooling, Lea County, New Mexico. Applicant seeks an order pooling all mineral
interests from the surface to the base of the Morrow formation, Undesignated Gem-Morrow Gas Pool, underlying the E/2 for all formations
developed on 320-acre spacing, the SE/4 for all formations developed on 160-acre spacing, the E/2 SE/4 for all formations developed on
80-acre spacing, and the NE/4 SE/4 for all formations developed on 40-acre spacing, all in Section 28, Township 19 South, Range 33 East.
Applicant proposes to dedicate these pooled units to its Jade “28" Federal Com Well No. 1 to be drilled at a standard location 1650 feet from
the South line and 990 feet from the East line in Unit [ of Section 28 to test any and all formations to the base of the Morrow formation.
Also to be considered will be the costs of drilling and completing the weil and the allocation of the costs thereof as weil as actual operating
costs and charges for supervision, designation of applicant as the operator of the well and a charge for risk involved in drilling the well.
This area is located approximately 25 miles southwest of Hobbs, New Mexico.

Application of Manzano Oil Corporation for compulsory pooling and an unorthodox well location, Lea County, New Mexico.
Applicant seeks an order pooling all mineral interests from the surface to the base of the Strawn formation underlying the following
described spacing and proration units in Section 2, Township 16 South, Range 36 East in the following manner: the §/2 SE/4 for all
formations developed on 80-acre spacing which presently include but are not limited to the Undesignated Northeast Lovington-
Pennsylvanian Pool and the Undesignated North Lovington-Wolfcamp Pool; and the SW/4 SE/4 for all formations developed on 40-acre
spacing. Applicant proposes to dedicate these pooled units to its Odyssey Well No. 1 to be drilled at an unorthodox location 1149 feet from
the South line and 1370 feet from the East line (Unit O) of Section 2. Also to be considered will be the cost of drilling and completing the
well and the allocation of the cost thereof, as well as actual operating costs and charges for supervision, designation of applicant as the
operator of the well, and a charge for risk involved in drilling the well. This area is located approximately ! mile east of Lovington, New
Mexico.
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CASE 12037:

CASE 12050:

CASE 12051: -

(Readvertised)

Application of Yates Petroleum Corporation for pool contraction, pool extension and special pool rules, or in the alternative,
simultaneous dedication, Lea County, New Mexico. Applicant seeks contraction and extension of the boundaries of the North Shoe Bar-
Atoka Gas Pool to conform to the acreage dedicated to the wells therein, and the promulgation of Special Pool Rules and Regulation which
authorized a second well on each standard spacing and proration unit in the pool. In the alternative, applicant seeks authorization to
simultaneously dedicate its Brunson “AQK” State Com Well No. 1 located 2260 feet from the North line and 1795 feet from the East line
(Unit G) and its Big Flat “ASN” State Com. Well No. 1 located 1650 feet from the South line and 1980 feet from the East line (Unit J) both
in Section 10, Township 16 South, Range 35 East, to a standard gas spacing unit comprised of the E/2 of Section 10 in the North Shoe Bar-
Atoka Gas Pool. Said wells are located approximately 5 miies west of Lovington, New Mexico.

Application of Strata Production Company for an order directing Exxon Company, U.S.A. to remove an overriding royalty interest
from acreage in Lea County, New Mexico. Applicant seeks an order directing Exxon Company, U.S.A. to remove an overriding interest
it created on certain interests in Section 22, Township 22 South, Range 32 East, that defeats the order the Division has been requested to
enter in Case No. 12011 which compulsory pooled certain spacing and proration units in the W/2 of Section 22. This acreage is located
approximately 9 miles north-northeast of the intersection of Highway 128 and the border between Eddy and Lea Counties.

Application of Texaco Exploration and Production Inc. for compulsory pooling, an unorthodox gas well location and non-standard
spacing and proration ugits, Eddy County, New Mexico. Applicant secks an order pooling all mincral interests in the Upper
Pennsylvanian formation and Morrow formation, Catclaw Draw-Morrow Gas Pool, underlying the following described acreage in irregular
Section 1, Township 21 South, Range 25 East, in the following manner: Lots 11 through 14 and 17 through 28 to form a 555.74-acre non-
standard gas spacing and proration unit for any and all formations and/or pools developed on 640-acre spacing within that vertical extent
and, Lots 11 through 14 and Lots 19 through 22 to form a 288.19-acre non-standard spacing and proration unit for any and all formations
and/or pools developéd on 320-acre spacing within that vertical extent. The units are to be dedicated to the proposed Rocky Arroyo Federal
Com Well No. 1 which is proposed at an unorthodox location 3200 feet from the North line and 660 feet from the West line (Unit L) of
Section 1. Also to be considered will be the cost of drilling and completing the well and the allocation of the cost thereof, as well as actual
operating costs and charges for supervision, designation of applicant as the operator of the well and a charge for risk involved in drilling
the well. This area is located approximately 1 3/4 miles east of the junction of State Highway 137 and U.S. Highway-285, Eddy County,
New Mexico.
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APPLICATION OF BURLINGTON RESOURCES OIL & CASE 12046
GAS COMPANY FOR STATUTORY UNITIZATION,
LEA COUNTY, NEW MEXICO.
APPLICATION OF BURLINGTON RESOURCES CASE 12047

OIL & GAS COMPANY FOR APPROVAL OF A
WATERFLOOD PROJECT AND TO QUALIFY THAT
PROJECT FOR THE RECOVERED OIL TAX RATE
PURSUANT TO THE ENHANCE OIL RECOVERY ACT,
LEA COUNTY, NEW MEXICO

PRE-HEARING STATEMENT

This pre-hearing statement is submitted by BURLINGTON RESOURCES OIL &
GAS COMPANY as required by the Oil Conservation Division.

APPEARANCE OF PARTIES
APPLICANT ATTORNEY
Burlington Resources W. Thomas Kellahin
P. O. Box 51810 KELLAHIN AND KELLAHIN
Midland, Texas 79710 P.O. Box 2265
Attn: Rick Gallegos Santa Fe, NM 87504

(915) 688-9044 (505) 982-4285
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STATEMENT OF THE CASE
APPLICANT:

In Case 12046, Burlington Resources Oil & Gas Company, in accordance with
NMSA 1979 Sections 70-7-1 through 70-7-21 ("Statutory Unitization Act") seeks
statutory unitization of its proposed Corbin Federal Delaware Unit encompassing 566.36

acres of federal lands comprising portions of Sections 7, 17 and 18, T18S, R33E,
NMPM.

In Case 12047, Burlington Resources Oil & Gas Company seeks approval of a
waterflood project, to qualify said project for the recovered oil tax rate pursuant to the
Enhanced Oil Recovery Act, Lea County, New Mexico. Applicant seeks approval to
institute a secondary recovery project in its proposed Corbin Federal Delaware Unit
Waterflood Project by the injection of water into the Delaware formation of the West
Corbin Delaware Pool, encompassing 566.36 acres of federal lands comprising portions
of Sections 7, 17 and 18, T18S, R33E, NMPM. Applicant further seeks to qualify this

area for the recovered oil tax rate pursuant to the "New Mexico Enhanced Oil Recovery
Act" (Law 1992, Chapter 38, Sections 1 through 5).

PROPOSED EVIDENCE
WITNESSES EST. TIME EXHIBITS
Rick Gallegos (landman) 20 min. 10
Keith Winfree (geologist) 20 Min. 20
Doug Seams (petroleum engineer) 30 Min. 37
PROCEDURAL MATTERS

None anticipated at this time

KELLAHIN AND KELILAHIN
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By: AQ("L‘
W. Thomas Kellahin
P.0O. Box 2265

Santa Fe, New Mexico 87504
(505) 982-4285




