June 23, 2004

01l Conservation Division
1220 S. St. Francis Dr.
Santa Fe, NM 87505

Att: Non-Standard Locations

RE: Melrose Operating Company, Cone Jalmat Yates, well #204
Sec 13, T22S, R35E, Lea County, New Mexico

Ladies/Gentlemen:

Please see attached the C-101 and “amended “C-102” for the above referenced well.
Melrose Operating Co. submitted the data for permitting of the non-standard location for
this well and mistakenly listed the unit name as the Jalmat Field Sand Yates Unit. This
well is actually located 15’ within the Cone Jalmat Yates Unit.

This application was previously submitted to the Oil Conservation Division office in
February 2004, at that time Donna Mull instructed us that this well appeared to be a Cone
well instead of a Jalmat unit well. The program for drilling was temporarily on hold and
we did not submit the cotrected report at that time.

I am sorry for this mistake. Please let me know if you need any further documentation to

support the request for the non-standard permits for these waterflood development wells
filed on by Melrose Operating Company. Thank you.

Yours truly,

[4

Ann E. Ritchie, Regulatory Agent

Melrose Operating Company

¢/o P.O. Box 953

Midland, TX 79702

432 684-6381 o
432 682-1458-fax oil Oonsew;?::cggis:
o R Fe, NM 67505
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.
THIS COVERSHEET IS MANDATORY FOR ALL ADMINISTRATIVE APPLICATIONS FOR EXCEPTIONS TO DIVISION RULES AND REGULATIONS . WJ )\7\5
Application Acronyms: . §

[DD-Directional Drilling] [SD-Simuitaneous Dedication]

{(DHC-Downhole Commingling] [CTB-Lease Commingling] [PLC-Pool/Lease Commingling}
[PC-Pool Commingling] [OLS - Off-Lease Storage] [OLM-Off-Lease Measurement]
[WFX-Waterflood Expansion] [PMX-Pressure Maintenance Expansion]

[SWD-Salt Water Disposal] (IPl-Injection Pressure Increase]

[EOR-Qualified Enhanced Oil Recovery Certification] [PPR-Positive Production Response}

[NSP-Non-Standard Proration Unit] [NSL-Non-Standard Location] i

[1] TYPE OF APPLICATION - Check Those Which Apply for [A]
* [A] Location - Spacing Unit - Directional Drilling
WNsL ONsP QDD ASD
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Check One Only for [B] and [C]
[B] Commingling - Storage - Measurement
ObpHC QOcCctB dPLC Opc QdoLS UOoOLM

Il i &

[C]  Injection - Disposal - Pressure Increase - Enhanced Oil Recovery
dwrx OdpMmx OSwD OIpI OEOR WPPR
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[2] NOTIFICATION REQUIRED TO: - Check Those Which Apply, or L1 Does Not Apply
[A] [ Working, Royalty or Overriding Royalty Interest Owners

>3

-

[B] [ Offset Operators, Leaseholders or Surface Owner

CwD

[C1 U Application is One Which Requires Published Legal Notice

7,

[D] U Notification and/or Concurrent Approval by BLM or SLO

U.S. Bureau of Land Management - Commissioner of Public Lands, State Land Office

[E] MFor all of the above, Proof of Notification or Publication is Attached, and/or,
(F] I Waivers are Attached

[3] . INFORMATION /DATA SUBMITTED IS COMPLETE - Statement of Understanding

[ hereby certify that I, or personnel under my supervision, have read and complied with all applicable Rules
and Regulations of the Oil Conservation Division. Further, I assert that the attached application for

administrative approval is accurate and complete to the best of my knowledge and where applicable, verifyw

kit £ 2F O
o OC bl

that all interest (WI, RI, ORRI) is common. I understand that any omission of data, information or
notitication is cause to have the application package returned with no action taken.

Note: Statement must be completed by an individual with supervisory capacity.

Iy Beilmo— %@/‘ S

Print ér Type Name Signature ) S Title




Melrose Operating Company
PO Box 953
Midland, TX 79702
June 19, 2004

New Mexico Oil Conservation Division

1220 South St. Francis Drive

Santa Fe, NM 87504

" Attn: Michael Stogner

=Re: Request for NSL Order for the following wells:

Jalmat Field Yates Sand Unit # 199 Jalmat Field Yates Sand Unit #204
Section 13, T-22-S, R-35-E Section 13, T-22-S, R-35-E

2546’ FNL & 94” FWL 2625’ FSL & 1310° FWL

Jalmat Yates Unit Jalmat Yates Unit

Lea County, New Mexico Lea County, New Mexico

Cone Field Yates Sand Unit # 200
Section 13, T-22-S, R-35-E

1310 FSL & 10° FWL

Cone Yates Unit

Lea County, New Mexico

Dear Mr. Stogner,

Melrose Operating proposes drilling three lease line wells between the Jalmat Yates Unit
and the Cone Jalmat Unit, Lea County, NM; both of these units are operated by Melrose
Operating Company.

Melrose has drilled 12 5-spot infill wells in the Jalmat Yates Sand Unit. The prior
operator had drilled several wells within the Cone Jalmat Yates Unit. The average
reserves for this infill drilling are 59 MBO & 35 MMCF per well. These three lease line
wells are therefore expected to recover 177 MBO and 105 MMCEF in reserves that
otherwise would not be recoverable.

Waterflooding commenced in these units in the mid 1960s on forty-acre well

Spacing with a 5-spot pattern. Due to various reservoir rock and fluid properties, poor

horizontal sweep efficiency can leave areas between the producing and injecting wells
. with banked up, unswept, unrecoverable oil. This is physically demonstrated by the

positive results of the new 20-acre infill wells.

Melrose has a long-range plan to drill these units on 20 acre spacing and collapse the
injection pattern to a 5 spot. They have discussed future plans for these units with the



Hobbs OCD office and provided them with a plan of reactivation. Melrose has already
commenced spending money towards the goal of reactivating these waterfloods.

Melrose owns 100% of the working interest in each Unit. The production would be
monitored for the lease line wells and the revenue would be allocated equally between the
two waterflood units.

Based on the success of recent infill wells in the area, it appears there are oil & gas
reserves that will not be drained without tighter well spacing. It is therefore

- recommended that these lease line wells be approved to prevent waste and recover
" reserves that would not otherwise be recovered.

. Please find attached a listing of the Override and Royalty interest owners of both the
Cone and Jalmat Units. A copy of this justification and map has been sent to them.
Melrose 1s the operator of both units therefore no offset operator notification is required.

Melrose Operating respectfully requests that a Non-Standard Location Order
be granted to all three wells listed. If you have any additional questions regarding this
application please contact Tony Beilman at ( 214) 762-0830.

Anthony eilman
Petroleum Engineer

PO Box 953

Midland, TX 79702
Melrose Operating Company



District I State of New Mexico Form C-101
.~ 1625 N_Frehch Dr.,. Hobbs. N.M. 88240 Energy, Minerals & Natural Resources Department Revised February 10, 1994
Distri Instructions on back
1301 W. Grand Ave., Artesia, N.M 88210 OIL CONSERVATION DIVISION Submit to Appropriate District Office
District I 1220$. St Francis Dr. State Lease - 6 Copies
11;:;1.“’; vaz0s R, Aztec, NM. 87410 Santa Fe, NM 87505 Fee lease - 5 Copies
ct
1220 S. St. Francis Dr.,, Santa Fe, N.M. 87505 D AMENDED REPORT
APPLICATION FOR PERMIT TO DRILL, RE - ENTER, DEEPEN, PLUGBACK, OR ADD A ZONE
' Operator Name and Address 2 OGRID Number
Melrose Operating Co. 184860
C/O PO. Box 953 3 API Number
Midland, TX 79702 30-0 15
*  Property Code s Property Name § Well No.
25203 Cone Jalmat Yates Pool Unit 204
7 Surface Location
UL orLot No. | Section | Township| Range Lotlde | Feetfromthe | North/Southline | Feetfromthe | East/Westline County
L 13 228 3SE 2625 South 1310 West Lea
8. Proposed Bottom Hole Location If Different From Surface
ULorLotNo. | Section | Township | Range | Lotldn | Fectfromthe | North/Southline | Feetfromthe | East/Westline County
9 Pmposed Pool 1 10. Proposed Pool 2
Jalmat; T-Y-7R
11. Work Type Code 12. Well Type Code 13. CableRolary 14, Lease Type Code 15. Gromd 1evel Elevation
N 0] R S 3576
no 4200 Yates United Drig. 8-1-04
21. Proposed Casing and Cement Program
Hole Size Casing Size Casing weight/foot Setting Depth Sacks of Cement Estimated TOC
12 V4" 8 5/8" 244 350 250 sx surface
778" 512" 15.5# 4200 1200 sx surface

22. Describe the proposed program. If this is to DEEPEN or PLUG BACK give the data on the present productive zone and proposed new productive
zone. Describe the blowout prevention program, if any. Use additional sheets if necessary.

Propose to drill 12 1/4" hole to 350", set 8 5/8" casing, cement to surface. RU
BOPs. Drill 7 7/8" hole to 4200, set 5 1/2" casing, cement to surface, RD BOPs
& dnlling rig. Perforate Yates formation & frac. Place well on test.

23. 1herchy certily that fhe miormation given mmw 1
of my knowledge and belief. ~yg OIL CONSERVATION DIVISION

Signature: ’ , Approved by:

Printed Name: Ann ELl{ltchl e Title:

Title: R lato ry Ag ent Approval Date: Expiration Date:

Y 623-04 P 432 684-6381 || aontion oL Approa:




. State aof New Mexico

, i Form C-102
dobbe, MU e8241-1860 Eacrey. Wiacrals and Natural Besources Dcpactment Reviscd Februacy 10, 1994
PPy Submit to Appropriate District Office
oA !C’T H M 882110719 OIL CONSERVATION DIVISION State Lease — ¢ Capies
. Ocaver DD, Artesla, P.0. Box 2088 Fee Lease — 3 Copies
ISTRICT Il Santa Fe, New Mexico 87504-2088
)000 Rio Brazos Rd.. Aztec, NM 87410 /_Jb’_ﬂy
ISTRICT 1V | WELL LOCATION AND ACREAGE DEDICATION PLAT !
0. BOX 2088, SANTA FE. N.M. 87604-2088 " AMENDED REPORT
API Number Poao! Code Paol Name
FI-0R5- FIERO Talmat : 7-Y-7R

Property Code Property Name Weil Number

A5O3  CONE TALMAT YATES 204

OGRID No. Operator Name Elevation
Y ELO MELROSE OPERATING COMPANY 3576
Surface Location »
i UL or lot No. Section Township Range Lot [dn Feet {rom the North/South line Feet from the Eas(/West line County
]
} L 13 22-S 35-E 2625 SOUTH 1310 WEST LEA
Bottom Hole Location If Different From Surface
UL or lot No. Section Township Range Lot lda Feet from the North /South line Feet from the East/Weat line County
Dedicated Acres Joint or lafill Consolidation Cade Order No.
o

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED
OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

' 1 OPERATOR CERTIFICATION

I hereby certify the the information

contained herein is te to the
best of my knowledge and belief.

Signatu,

fa/ma‘/’ 7&1741: Jana/ h, ﬁ’n't:’d{;m:?;fC/)/c
Tide/ 7 J
S-7-0%

UNIT LOINE -

4_5_74_/%,(1 / / /£ s , , /|| SURVEYOR CERTIFICATION
1310 / )

H— ~—

l/ ) / 1 hereby certify that the well location shoum

/ GEODETYIC COORDINATES _ on this plat was plotted from field notes of

NAD 1927 NME ’ aclual swrveys wmade by wme or wunder my

/ Y = 5076555 N . supervison and that the same is lrue and
/] X = 8112265 E correct fo the best of wmy belief

LAT. — 32°23'29.86"N \_ :
LONG. — 10319°3026'w £ ON. TARALM T JANUARY 29, 2004

Date Surveyed-w...
—] Sign.&n'if;;\& {Seal. b_f'.-‘ Hyy,
Prof#isional Surveyo
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