MERIDIAN OIlL

December 21, 1995

Mr. Michael Stogner

Oil Conservation Division
2040 South Pacheco

Santa Fe, New Mexico 87505

RE: Request for two (2) Non-Standard Locations
Rhodes ‘B’ Federal Well No. 4
2418’ FSL & 553’ FEL
Sec. 27, T26S, R37E

Rhodes ‘B’ Federal Well No. 7
330’ FNL & 1470° FWL
Sec. 26, T26S, R37E

Lea County, New Mexico
Federal Lease No: LC 030174-B

Mr. Stogner:

v

Meridian Qil Inc. respectfully request approval for two non-standard locations on the
proposed above referenced new drill locations. This is pursuant to the request by the District Office
in Hobbs. These were intended to be standard locations, but upon the staking, it was discovered to
have topographic problems due to powerlines, pipelines, etc.

Should you have any questions, or need additional information, please do not hesitate to
contact me at 915-688-6943.

Donna J Williams
Regulatory Compliance

P.O. Box 51810, Midland, Texas 79710-1810, Telephone 915-688-6800
3300 N. “A” St Bldg. 6, 79705-5406



District 1 ' State of New Mexico " Form C-102

'O Box 1980, Hobbs, NM 88241-1980 Encrpy, Minerals & Nutural Resources Depurtment Revised February 21, 1994
District 11 Instructions on back
'O Drawer DD, Artesia, NM 88211-0719 O]L CONSERVATION DIVISION Submit to Appropriate District Office
District 111 PO Box 2088 State Lease - 4 Copies
1009 Rio Brazos Rd., Aztee, NM 87410 Santa Fe, NM 87504-2088 ) Fee Lease - 3 Copies
District 1V

PO Box 2088, Santa Fe, NM 87504-2088 [:l AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

' APl Number * poal Code 3 Pyol Nome
83810 Rhodes Gas Pool
* Property Code * Property Nume * Well Number
17608 RHODES ‘B’ FEDERAL ‘ 7
1 OGRID No. ' Operator Name * Elevatinn
26485 S MERIDIAN DIL INC. 2994
, 1 Surface Location )
Ul.or ot go. | Section | Township [ Range Lot 1dn Feet from the North/South ine* | Fect Trom the East/West linc County
C 26 26 S 37 E 330 NORTH 1470 WEST LEA
It Bottom Hole Location If Different From Surface
ULorlot no. | Section | Township | Range | LotIdn | Feet from the | North/South lise | Feet from the | East/West line County

* Dedicated Acres]  Joint or Infill | " Cansolidution Code | ' Order No.
160

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
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"SURVEYOR CERTIFICATION
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] 1 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 belief.
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DCTDBER 18, 1995

Date of Survey
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NOTE - REVISED 10--19-95:
MOVED LOCATION
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DIRECTIONS:

FROM THE INTERSECTION OF NEW MEXICO HIGHWAY 18 AND NEW MEXICO HIGHWAY 128 IN JAL, NEW MEXICO, GO SOUTH
ON N.M. HWY 18 FOR 6.9 MILES, THEN TURN LEFT ON TO AN EXISTING LEASE ROAD AND GO 0.7 MILES TO LOCATION.

@ Laughlin-Simmons of Texas

MIDLAND DISTRICT DFFICE
(915 699-1238

In State TOLL FREE ¢
1-800-242-3028

PO, BOX 1757
MIDLAND, TEXAS 79702

PAVED HIGHWAY

EXISTING LEASE ROAD

NOTE ~ REVISED 10-20~95:
MOVED LOCATION

MERIDIAN OIL INC.
RHODES "B" FEDERAL No. 7

ROAD MAP AND DIRECTIONS

-LEA COUNTY, NEW MEXICO

dater OCTOBER 15, 1995  scale
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@ Laughlin-Simmons of Texas

MIDLAND DISTRICT OFFICE
(915> 699-1238

In State TOLL FREE »
1-800-242-3028

P, BOX 1757
MIDLAND, TEXAS 79702

PAVED HIGHWAY

EXISTING LEASE ROAD

NOTE — REVISED 10-~20-95:
MOVED LOCATION

MERIDIAN OIL INC.
RHODES "B FEDERAL No. 7

PROPOSED ACCESS

LEA COUNTY, NEW MEXICO

doter OCTOBER 15, 1995 scaler 1"=2000’
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Please Deliver This Fax:

TO: Cindy Brooks

WITH: Doyle Hartman, Oil Operator

FROM: Michael E. Stogner

DATE: January 25, 1996

SUBJECT: Administrative application of Meridian Oil, Inc.

for an unorthodox location for its Rhodes "B"
Federal Well No. 7 to be drilled 330 FNL &
1470° FWL (Unit C) of Section 26, Township
26 South, Range 37 East, NMPM, Lea County,
New Mexico.

MESSAGE: Per our telephone conversation this morning, attached is a copy of
the subject application filed with the Division on December 26, 1995. Should you have
any questions please call me in Santa Fe at (505) 827-8185.

PAGES: Including Cover Sheet - 5

If you should have any trouble receiving
this "Fax" Please call: 505-827-7133



o
DOYLE HARTMAN
Oil Operator
3811 TURTLE CREEK BLVD., SUITE 730
DALLAS, TEXAS 75219

a0 Mmaa ST ~
(214) 520-1800 JofE4 L PR 8 52
(214) 520-0811 FAX

February 27, 1996

New Mexico Qil Conservation Division
2040 South Pacheco
Santa Fe, NM 87505

Attn: Michael J. Stogner
Chief Hearing Officer

Re: Unorthodox Well Location
Meridian Oil Inc.

Rhodes “B” Federal No. 7
Lea County, New Mexico
Section 26, T-26-S, R-37-E, NM.P.M.

Gentlemen;

Reference is made to Meridian’s pending application to the NMOCD for approval of an unorthodox
Rhodes Yates-Seven Rivers location for its recently drilled Rhodes “B” No. 7 well situated 330' FNL
and 1470' FWL of Section 26, T-26-S, R-37-E, Lea County, New Mexico. As you are aware, a
distance of 1470' FWL of Section 26 equates to an unorthodox distance of 150' FWL of the 40-acre
tract consisting of the NE/ANW/4 Section 26, which 40-acre tract is now being dedicated by Meridian
to its newly drilled Rhodes “B” No. 7 well as per the amended C-102 (copy enclosed) found today
on file at the NMOCD’s Hobbs office.

Although the NMOCD’s Hobbs office also has on file a copy of Meridian’s “APD” for the Rhodes
“B” Federal No. 7 well (copy enclosed), which “APD” was approved for “...drilling only...” and
specifically stated “... CANNOT produce until non-standard location is approved...”, no final
completion report or C-104 has yet been received by the NMOCD for the subject well. However,
a drive today past the subject well has revealed that the well has already been turned into the gas sales
line as an actively-producing Rhodes Yates-Seven Rivers interval well.



Michael J. Stogner
February 27, 1996
Page 2

Therefore, because of Texaco's long-time and continuous dedication, to its Rhodes Yates-Seven
Rivers interval waterflood (oil) project, of the west-offset 40-acre tract consisting of the NW/4NW/4
Section 26, as adjacent and diagonal working interest owners affected by Mernidian’s encroachment
further westward than Meridian would otherwise be allowed to move, this is Doyle Hartman's and
James A. Davidson’s third written objection to Meridian’s proposed Rhodes “B” Federal No. 7
unorthodox location and our first notice that we also object to the well being actively produced into
the gas sales line prior to an NMOCD hearing being held and an order being issued authorizing an
unorthodox location for the Rhodes “B” Federal No. 7 well.

Very truly yours,

DOYLE HARTMAN, Oil Operator

Doyle Hartman

enclosures (2)

rcp
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cc: William J. LeMay
New Mexico Qil Conservation Division
2040 South Pacheco
Santa Fe, NM 87505

Leslyn Swierc

Meridian Oil Company

3300 North "A" Street, Building Six
P.O. Box 51810

Midland, TX 79705-5406

Daniel S. Nutter
105 E. Alciante
Santa Fe, NM 87050



Michael J. Stogner
February 27, 1996
Page 3

J.E. Gallegos

Gallegos Law Firm

460 St. Michaels Drive, Building 300
Santa Fe, NM 87505

Michael J. Condon

Gallegos Law Firm

460 St. Michaels Drive, Building 300
Santa Fe, NM 87505

William F. Carr

Campbell, Carr & Berge, P.A.
P.O. Box 2208

Santa Fe, NM 87504-2208

James A. Davidson
P.O. Box 494
Midland, TX 79702

Don Mashburn
Steve Hartman
Cindy Brooks
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DRILL [z DEEPEN (J
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At suriace . 11 -
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160
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23,
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812z OF HOLYT ORADE, JTE Of CASIpg WEKICAT ['ZR POOT SETTIXA DEFTK QUANTITY OF CEXEXT
12 1/4" 8 5/8" 28# 550! 300 s_xs%BQ)LATB
7 7/8" 4 1/2" 11.6# 3150" 650 sxsCTIE BACK)

Approval for drilling only ~- CANNOT produce

Net in Potash Area
until Non-Standard Location is approved. o=
Tp» 2

Not in Prafrie Chicken Area
s
Kydrogen Sulfide Plan {s attached ;"' ~ =
Hotice of Staking submitted on October 6, 1995 : o g;
= .
Contact Person: Donna Williams, 915-688-6343 - L
26495 . 23
QPER. OGRID NO. = g
=
PROPERTYNO. [ 12 < e
e

POOL CODE__ 522547
err. DATE _[ /iLe VLA
APINO. 3D~ -

ROPOUSED PROGRAM: Il proposal Is ta decpea, give data 06 pretent productive zone and proposed new prodactive zone. 1€ propocal is o dall oc
data o subrurface focations and measwed and gue veaical depehe. Give blowost proventer prognm, if any.

IN ABOVESPACE D
decpxn dicsconally, Pve peed

stexxn S&K/JL/L/\@L"” +rmc ___Requlatory Complfance

{This gpace for Federal or Statc ofice use)

24.

OATE MB_S—M
APPROYAL SUBJECT TQ

PERIIIT XO. ATTROVAL DATE (SENERM RE(H”REMEH‘S Aﬁﬂ

Applicasion approval docs not wartaot or ccrdly that the apolicant hotds legal o aquitable title & Guoee righex Ja the ubja Jaase which would endde %M %WW
 ATTACHED

CDNDITIONS OF APPROVAL IF ANY:
-

ASSISTANT AREA [ L

——

/S/ Yo !nnAAT/;;;

PREI e ROV 30 1085

APPROVED BY .
- -4 .

See [nstryctions On Reverse Side

Title 18 U.S.C. Section 1Q01_. makes il 3 crime for any person knowingiy ond wiilfully to make 1o any departmcnal or sgeacy of the 9
United States any falze, [ictitious or fraudulent statemenis or reprezentations 82 to any mauer within its jurisdictian.



State of New Mexico Form C-j02

Uistriet 1~ ;
) 1O Hox 1330, Halha, N 88241-1980 \or/ Faerpy, Mincrals & Nultuesd Raources l)q)drtmuw Revised February 21, 1994
atelet 11 Instructions on back
'O Drawee DD, Artcdls, NM 88211-0719 OIL CONSERVATION DIVISION Submit to Appropriate Distriet Office
Distriet 118 PO Box 2088 ) State Lease - 4 Copies
1000 Ris Brazos Rd., Axtec, NM 2740 Santa re, NM 87504-2088 . . Fee Lease -3 Copies
Disteict 1V .
1) Box 2088, Sents Fc, NM 875042088 ] AMENDED REPORT
WELL LOCATION AND ACREAGE DEDICATION PLAT
*AP1 Nuuber 1 'yl Code ? Poul Naie
3D -p25-3324% 83810 5225/ Rhodes Gas—peot \[~SR
“ Itoperty Code ¥ Praperty Name * Wl Nunber
17608 'RHODES “B‘ FEDERAL 7
'OGRID Na. : ¥ Operatue Nuatc * Flevating
26485 ' MERIDIAN OIL INC. €994
: 1 Surface Location
Ul. ar ot aa. Sectian Tuwwaship | Range Lat 1dn Fed frouu the Noelli/Saoth: fine” Feet frum the East/Wat fline - County
C 26 26 S 37 € 330 NORTH 1470 WEST LEA
1 Bottom Hole Location If Different From Surface
UL arlat na. | Scction | Townsbip | Range Lat ldn Feet from the Narth/Sauth line Feet frume the LantfWeu line County
" Dedicated Acro] 2 Jolnt or Iafill | ' Cansalidation Codo | ™ Order No.
NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED
OR A NQN-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION
[ /Oy 8010 ch - = , |
] ; el OPERATOR CERTIFICATION
l : ' { { hereby centify that the Infonneilon contained hercin s
1470 } 1rue and complele to the best of my knowledge and belief
. : f
4 y |
1 X | '
1 | , /Z{/ i
5. ! d ! £ O
S, < 4 !
g R Ll e
=10 i el i < Sipnalure~—
; ! 3 ' __Donna Williams
£ ’ 3% } I'auted Nume
| 3 i Regulatory Compliance
_ } 3’ I | Tine
¥ . 1 { 10/23/95
: f H | Date
TT"‘UM&FW‘;::‘:&:‘_“‘?;— _________ _!__ﬁ_____j_;d_ -
! ; ; | | "SURVEYOR CERTIFICATION
1 { { 1 liereby certify that the well location shovwn on Uils plat
} | ! was ploited from field notes gf actual surveys made by
| I | me or under my supenision, and that s same Is saie
| : : and correct 10 the best of my belif.
w ' [ ! - OCTOBER 18, 1995
> | | i :
‘Z ___________ e __}_ __________ } ___________ L; : liulr of Suwcy}
o { 1 i Of Signature and Scal g
! j [ “
! | |
| { {
! ! !
! { (
' ! !
: [ !
Ind l |
_ T vg_g_v[gé? ¥ —i fne = 12 T . Centificate Number

i : A
HOTE — REVSED 10-19-95
NOYED LOCATION




¥

-

X\._\ o
L ASENTR 4

DOYLE HARTMAN  © "o s,
Oil Operator LoD

Il

S ;
ik Ooaf

February 28, 1996

New Mexico Oil Conservation Division
2040 South Pacheco
Santa Fe, NM 87505

Attn: Michael J. Stogner
Chief Hearing Officer

Re: Unorthodox Location
Meridian Oil Inc.
Rhodes “B” Federal No. 7

Gentlemen:

By letters dated December 21, 1995, and January 29, 1996, Meridian made application to the
NMOCD for an unorthodox well location for its Rhodes “B” Federal No. 7 well situated 330’
FNL and 1470’ FWL of Section 26, T-26-S, R-37-E, Lea County, New Mexico.

NMOCD Rule 104(F)(3) pertaining to unorthodox well locations states that ...“applications for
administrative approval of unorthodox locations™... should be accompanied by a plat showing the
subject spacing unit...” The original C-102 plat (copy enclosed), that was submitted by Meridian
as part of its Rhodes “B” Federal No. 7 unorthodox location application, described the dedicated
proration unit as being the 160-acre tract consisting of the NW/4 of Section 26, T-26-S, R-37-E.
Meridian’s “APD” and C-102 also classified the proposed new well as a “Rhodes Gas Pool” well.

As offset operators affected by Meridian’s Rhodes “B” Federal No. 7 well, Doyle Hartman and
James A. Davidson have received no amended notices from Meridian pertaining to Meridian’s
Rhodes “B” No. 7 unorthodox well location application. However, a review yesterday of the
NMOCD’s Hobb’s well file for the Rhodes “B” Federal No. 7 well reveals that Meridian has
apparently amended its “APD” and C-102 for the Rhodes “B” Federal No. 7 well, but, as required
under Rule 104(F)(3), has failed to furnish Hartman and Davidson with a revised unorthodox
location application that includes Meridian’s amended acreage dedication.

As a consequence of Meridian’s revised C-102, and based on Meridian’s letter to the NMOCD of
February 20, 1996, we are assuming that Meridian expects to operate its Rhodes “B” Federal No.
7 well as a “gas well in an o1l pool” located on a 40-acre proration unit, which well classification

200 TURTLE CREEK CENTRE /3811 TURTLE CREEK BLVD/DALLAS, TEXAS 752194421
(214) 520-1800 (214) 520-0811 FAX



Michael J. Stogner
February 28, 1996
Page two

allows Meridian to produce from the same identical producing interval that corresponds to the
Rhodes Yates-Seven Rivers Gas Pool, but under more liberal setback requirements (330" versus
660°) and closer well spacing (40-acres compared to 160-acres).

Therefore, because of the inherent advantages already provided to a well classified as a “gas well
in an oil pool”, as affected offsetting parties owning interests under the proposed 160-acre
Rhodes Gas Pool proration unit consisting of the SW/4 Section 23, T-26-S, R-37-E, this letter is
notice that Doyle Hartman and James A. Davidson object to Meridian’s unorthodox Rhodes “B”
Federa! No. 7 Rhodes Yates-Seven Rivers Oil Pocl location consisting of 330 FNL and 1470
FWL of Section 26, T-26-S, R-37-E, which unorthodox location encroaches closer, than existing
rules would otherwise allow, to Texaco’s pending compulsory-pooling Rhodes Gas Pool location
consisting of 660’ FSL and 660’ FWL of Section 23, T-26-S, R-37-E.

Finally, being that Meridian’s “APD” for its Rhodes “B” No. 7 well was approved subject to the
condition that it “...CANNOT produce until its non-standard [unorthodox] location is
approved...”, we respectfully request that Meridian be restricted from producing its Rhodes “B”
No. 7 well until a hearing has been held before the NMOCD.

Very truly yours,
DOYLE HARTMAN, Oil Operator

Doy

Doyle Hartman

enclosure (1)

d:\letters\dh2281.doc

cc: William J. LeMay
New Mexico Oil Conservation Division
2040 South Pacheco
Santa Fe, NM 87505

Leslyn Swierc

Meridian Oil Company

3300 North “A” Street, Building Six
P.O. Box 51810

Midland, TX 79705-5406



Daniel S. Nutter
105 E. Alciante
Santa Fe, NM 87050

J.E. Gallegos

Gallegos Law Firm

460 St. Michaels Drive, Building 300
Santa Fe, NM §7505

Michael J. Condon

Gallegos Law Firm

460 St. Michaels Drive, Building 300
Santa Fe, NM 87505

William F. Carr

Campbell, Carr & Berge, P.A.
P.O. Box 2208

Santa Fe, NM 87504-2208

James A. Davidson
P.O. Box 494
Midland, TX 79702

Don Mashbum
Steve Hartman
Cindy Brooks
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DOYLE HARTMAN
Oil Operator
3811 TURTLE CREEK BLVD., SUITE 730
DALLAS, TEXAS 75219

(214) 520-1800
(214) 5200811 FAX

February 27, 1996

New Mexico Oil Conservation Division
2040 South Pacheco
_ Santa Fe, NM 87505

Attn: Michael J. Stogner
Chief Hearing Officer

Re: Unorthodox Well Location
Mendian Oil Inc.
Rhodes “B” Federal No. 7

Lea County, New Mexico
Section 26, T-26-S, R-37-E, NM P M.

Gentlemen:

Reference is made to Meridian’s pending application to the NMOCD for approval of an unorthodox
Rhodes Yates-Seven Rivers location for its recently driiled Rhodes “B” No. 7 well situated 330" FNL
and 1470' FWL of Section 26, T-26-S, R-37-E, Lea County, New Mexico. As you are aware, a
distance of 1470' FWL of Section 26 equates to an unorthodox distance of 150' FWL of the 40-acre
tract consisting of the NE/4ANW/4 Section 26, which 40-acre tract is now being dedicated by Meridian
to its newly drilled Rhodes “B” No. 7 well as per the amended C-102 (copy enclosed) found today
on file at the NMOCD’s Hobbs office.

Although the NMOCD’s Hobbs office also has on file a copy of Meridian’s “APD” for the Rhodes
“B” Federal No. 7 well (copy enclosed), which “APD” was approved for “_. drilling only. .” and
specifically stated “... CANNOT produce until non-standard location is approved. ”, no final
completion report or C-104 has yet been received by the NMOCD for the subject well. However,
a drive today past the subject well has revealed that the well has already been turned into the gas sales
line as an actively-producing Rhodes Yates-Seven Rivers interval well.



Michael J. Stogner
February 27, 1996
Page 2

Therefore, because of Texaco's long-time and continuous dedication, to its Rhodes Yates-Seven
Rivers interval waterflood (oil) project, of the west-offset 40-acre tract consisting of the NW/4NW/4
Section 26, as adjacent and diagonal working interest owners affected by Menidian’s encroachment
further westward than Meridian would otherwise be allowed to move, this is Doyle Hartman’s and
James A. Davidson’s third wrtten objection to Meridian’s proposed Rhodes “B” Federal No. 7
unorthodox location and our first notice that we also object to the well being actively produced into
the gas sales line prior to an NMOCD heaning being held and an order being issued authorizing an
unorthodox location for the Rhodes “B” Federal No. 7 well.

Very truly yours,

DOYLE HARTMAN, Oil Operator

Doyle Hartman

enclosures (2)

rcp
wpdocs\corresp.dhirthodesb fed

cc. William J. LeMay
New Mexico Oil Conservation Division
2040 South Pacheco
Santa Fe, NM 87505

Leslyn Swierc

Meridian Oil Company

3300 North "A" Street, Building Six
P.O. Box 51810

Midland, TX 79705-5406

Daniel S. Nutter
105 E. Alciante
Santa Fe, NM 87050



Michael J. Stogner
February 27, 1996
Page 3

J.E. Gallegos

Gallegos Law Firm

460 St. Michaels Dnive, Building 300
Santa Fe, NM 87505

Michael J. Condon

Gallegos Law Firm

460 St. Michaels Drive, Building 300
Santa Fe, NM 87505

William F. Carr

Campbell, Carr & Berge, P.A.
P.O. Box 2208

Santa Fe, NM 87504-2208

James A. Davidson
P.O. Box 494
Midland, TX 79702

Don Mashburmn
Steve Hartman
Cindy Brooks
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DOYLE HARTMAN
01l Operator

February 26, 1996

Mr. William J. LeMay

New Mexico Oil Conservation Division
2040 South Pacheco

Santa Fe, New Mexico 87505

Re: Unorthodox Location
Meridian Qil Inc.
Rhodes “B” Federal No. 7

Gentlemen,

Reference is made to Meridian’s letter to the NMOCD of February 20, 1996 (received by us February 26,
1996), concerning Meridian’s administrative application for approval of an unorthodox gas well location
for its Rhodes “B” Federal No. 7 well consisting of 330" FNL and 1470" FWL of Section 26, T-26-S, R-37-
E. Upon first reading Meridian’s letter and observing Meridian’s rationale, [ first thought that we had
returned to the days of King John, the Sheriff of Nottingham, and Kings John's private hunting preserve
(Sherwood Forest).

In its letter to you of February 20, 1996, Meridian stated that because of prior agreements between Texaco
and Meridian,

“... the 330’ location to the offset lease is a legal location. . .”

Unless we have missed something very important, we believe that Meridian’s claim that its requested
Rhodes “B” Rhodes gas well location consisting of 330" FNL and 1470° FWL of Section 26, T-26-S, R-
37E is a “legal location” is a clear contradiction to its application to the NMOCD for an unorthodox gas
well location. Meridian is obviously making ar application for an unorthodox gas well location because a
160-acre gas well location situated 330" from a section line is not an orthodox location.

Doyle Hartman and James A. Davidson have considerable concern about Meridian’s failure to give prior
notice of its requested 160-acre unorthodox gas well location for its Rhodes “B” No. 7; especially
considering that Texaco has simultaneously filed a force pooling application against Hartman and
Davidson to drill a Rhodes gas well at a location consisting of 660" FSL and 660" FWL of Section 23,
which location is only a short diagonal distance from Meridian’s unorthodox gas well location consisting
of 330 FNL and 1470 FWL of Section 26, T-26-S, R-37-E. Since it is the goal of an operator (o
maximize the recovery of underlying oil and gas reserves, we obviously are opposed to Meridian’s
unorthodox Rhodes “B” No. 7 gas well location relative to Texaco’s proposed Rhodes “23” Federal Com.
No. 1 location consisting of 660" FSL and 660’ FWL of Section 23. In addition, in light of Texaco's
desire to drill its proposed well at a Rhodes gas location consisting of 660’ FSL and 660" FWL of Section
23, and based upon Meridian’s February 20, 1996 letter, we believe that Texaco had a duty to take
necessary prior precautions to assure that Meridian did not attempt to drill a gas well that conflicted with
a location for which Texaco had pending plans to bring a compulsory pooling action against Hartman and
Davidson.

200 TURTLE CREEK CENTRE /3811 TURTLE CREEK BLVD/ DALLAS, TEXAS 75219-4421
(214) 520-1800 (214) 520-0811 FAX
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Moreover, under NMOCD rule 104 (F)(3), Meridian had an obligation, when contemplating an
unorthodox gas well location for its Rhodes “B” No. 7, to give notice of its application to owners of
diagonal and adjacent Rhodes gas spacing units and acreage. One of the two adjacent 160-acre Rhodes
gas pool tracts to Meridian’s Rhodes “B” No. 7 well is the SW/4 Section 23, and Doyle Hartman and
James A. Davidson are two of the owners of record of the adjoining 160-acre tract consisting of the SW/4
Section 23. Because we were provided no prior notice of Meridian’s proposed unorthodox Rhodes gas
location, coupted with the fact that Texaco has simultaneously filed an application to compulsory pool
Hartman and Davidson corresponding to a location situated only a short diagonal distance from
Meridian’s unorthodox Rhodes gas well location consisting of 330" FNL and 1470° FWL of Section 27, T-
26-S, R-37-E, we cannot at this time agree to Meridian’s requested unorthodox Rhodes gas well location.
In addition, since the matter of Meridian’s Rhodes “B” No. 7 is highly interrelated to Texaco's and
Hartman's pending applications corresponding to Rhodes gas pool development in the SW/4 Section 23,
we respectfully request that all three cases be jointly consolidated.

Finally, if Meridian's letter of February 20, 1996 is implying that the Rhodes “B” No. 7 well may be
completed as an oil well, any gas-oil-ratio derived from the well, that is significantly in excess of 1000-to-
1, will represent a substantial quantity of gas being produced from free gas zones, which zones Texaco is
proposing to compulsory pool as to its proposed Rhodes “23” Federal Com. No. 1 Rhodes gas well.
Therefore, under such circumstances, Meridian's Rhodes “B” No. 7 location, which is situated in Section
26 just 330’ FNL of Section 26, most certainly would have a negative impact upon a Rhodes gas well to be
drilled 660’ north of the south line of the Section 23.

Very truly yours,

DOYLE HARTMAN, Oil Operator

G ES

Doyle Hartman

DH/cb
Enclosures

cc: Mr. Michael J. Stogner Mr. James A. Davidson
Chief Hearing Officer P.O. Box 494
Qil Conservation Division Midland, Texas 79702
2040 South Pacheco
Santa Fe, New Mexico 87505

Mr. Daniel S. Nutter Leslyn Swierc, CPL
105 E. Alciante Meridian Qil Inc.

Santa Fe, New Mexico 87505 P.O. Box 15810
Midland, Texas 79710
Gallegos Law Firm .

460 St. Michaels Drive William F. Carr

Bldg. 300 Campbell, Carr & Berge, P.A.
Santa Fe, New Mexico 87505 P.O. Box 2208

Aun: JE. Gallegos Santa Fe, New Mexico 87504-2208

Michael J. Condon
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MERIDIAN OIL

February 20, 1996

Mr. William J. LeMay, Director

New Mexico Oil Conservation Division
2040 South Pacheco Street

Santa Fe, New Mexico 87505-

Re: Administrative Applications of Meridian Oil Inc for Administrative Approval of an Unorthodox
Well Locaticns for its Rhodes B Federal Well No. 4 and No. 7
Lea County, New Mexico

Dear Mr. LeMay:

On December 21, 1995, Meridian Oil Inc. (“Meridian”) filed an administrative application with the
NMOCD requesting approval of the two referenced wells. Although Texaco Exploration & Production
Inc. (“Texaco”) is an offset interest owner, no notification is required because, by prior agreements,
Texaco has consented to the “unorthodox locations” of these wells and has waived its right to object.

Despite Texaco’s agreement to the contrary, by letter dated February 2. 1996, William F. Carr, attorney
for Texaco, submitted an objection to the location of the referenced wells and requested these cases be
docketed for hearing. Meridian hereby responds to the objections raised by Texaco by offering the
following information:

The Rhodes B Federal Wells No. 4 and No. 7 (the “Wells”) are gas wells drilled within
the boundaries of both the Rhodes Unit and the Rhodes Oil Pool. The Rhodes Unit
Agreement dated January 1, 1944 (the “Agreement”) was entered into and accepted by
The Texas Company, now “Texaco”, Columbian Carbon Company, now “Oxy”,
Amerada Petroleum Corporation, now “Amerada” and El Paso Natural Gas Company,
now “Meridian” (all hereinafter collectively referred to as the “Parties™).

The Agreement specifically states that “it is the purpose of the Parties to conserve the
natural resources, prevent avoidable waste, and obtain the other benefits obtainable
through development and operation of said unit area..under and pursuant to the
provisions of sections 17, 27 and 32 of the Act of Congress...entitled ‘An act to promote
the mining of coal, phosphate, oil, oil shale, gas and sodium on the public domain,” 41
Stat. 443, 448, 450 as amended...” “All oil, gas, natural gasoline, and associated fluid
hydrocarbons in lands subject to [the Agreement] in any and all sands or horizons are
unitized..and are hereinafter called ‘unitized substances.”” (See Attachment A for
outline of unit area.)

DE@EUME
FEB 2 6 K&
i

P.0O. Box 51810, Midland, Texas 79710-1810, Telephone 915-688-6800
3300 N. "A" St., Bldg. 6, 79705-5406 k




Mr. William LeMay
February 20, 1996
Page 2

The Agreement further states that “It is the intent...of [the Parties] that the unitized
substances shall be subject to development and operation in separate groups...”

“Group 1. Gas (including casinghead gas) in any and all sands at or
above a depth of 4,000 feet...”

“Group 2. Oil in any and all sands at or above a depth of 4,000 feet...”
“Group 3. All unitized substances below a depth of 4,000 feet...”

No operator was appointed for Group 2 and Group 3 substances. The Agreement states
that “conditions for the development and operation of unitized substances in Group 2
and/or Group 3 shall...be deemed to be the terms and conditions of the leases, contracts
and other agreements...except insofar as said leases, contracts or other agreements may
require adjustment or modification to conform with the herein provided terms and
conditions.”

El Paso Natural Gas Company (Meridian) was designated as operator for Group 1
substances. The Group 1 operator was granted the “exclusive right, privilege and duty of
exercising any and all rights of the Parties...which are necessary or convenient for
prospecting for, producing, storing and disposing of Group 1 unitized substances...”
“The Group 1 unit operator is authorized to shut-in or produce the unitized substances in
Group 1...according to a plan of development and/or operations which shall be submitted
by said Unit Operator for approval by the Oil and Gas Supervisor within 30 days after
approval of this agreement...”

Attached to and made a part of the Rhodes Unit Agreement is a “Side Agreement” dated
March 13, 1944, but effective January 1, 1944 between the Parties. The Side Agreement
granted to El Paso Natural Gas Company “the exclusive right to drill for and produce gas
to a depth of 4,000 feet...[in]} all the leases described in Exhibit ‘A.”” (See Attachment B
for an outline of the leases desciibed in Exhibit ‘A’ of the Side Agreement.) The Side
Agreement states further that “Either party (The Texas Company, Columbian Carbon
Company & Amerada Petroleum Corporation - collectively called “Seller” and El Paso
Natural Gas Company - “Buyer”) shall have the right to drill a well on any forty (40)
acre tract...on said lands (provided however Buyer [El Paso] may not drill to a depth in
excess of 4,000 feet) but, except upon demand of the Oil and Gas Supervisor, neither ™
party shall have the right to drill a well for the purpose of producing from the presently-
known producing horizons above 4,000 feet...on any forty (40) acre tract...on which
there is an existing oil or gas well which is producing from a horizon above 4,000 feet...” i
e, et
Both the Rhodes Unit Agreement and the Side Agreement were approved by Oscar L. Chapman,
Assistant Secretary of the Interior on June 29, 1944. In Mr. Chapman’s approval, it is certified * that
each and every lease heretofore or hereafter issued for lands of the United States and made subject as to
all or any part of the leased lands to said agreement...shall be modified as to the drilling, producing, and

royalty provisions of such lease to conform with said agreement...” (See Attachment C for a copy of
the Assistant Secretary’s approval.)



Mr. William LeMay
February 20, 1996
Page 3

Texaco has recognized and accepted the “existing well on a forty acre tract” rule by requesting waivers
from Meridian in 1992 and again in 1993 which allowed Texaco to drill 7 oil wells within forty acre
tracts on which a Meridian gas well currently existed. Texaco reciprocated by granting waivers to
Meridian in September 1995 which allowed Meridian to drill its Rhodes B Federal No.1 & 2 gas wells
within forty acre tracts on which Texaco’s oil wells currently existed. (See Attachments D for copies of
waivers from both Texaco and Meridian.)

To carry this concept a step further, in 1982 the Rhodes Oil Pool and Rhodes Gas Pool were delineated
by the New Mexico Oil Conservation Division. (See Attachment E for the acreage included in the
Rhodes Oil Pool and Rhodes Gas Fool and the Order approving same.) Rule 104.C allows the drilling of
oil wells within the Rhodes Oil Pool on forty (40) contiguous surface acres with spacing of 330' from the
governmental quarter-quarter section or lot and 330" from the offset lease and/or nearest drilling well
capable of producing from the same pool. Texaco, by agreement (the Rhodes Unit Agreement and the
Side Agreement), has consented that gas wells in either pool will be drilled using forty (40) acre oil well
locations. In addition, this gas and oil well spacing program, including how gas wells and oil wells are
defined for these Rhodes pools, has been authorized by the Department of the Interior and approved by
the NMOCD. Meridian has complied with the spacing program of each pool, irrespective of whether the
well was drilled in the Oil Pool or Gas Pool. (i.e. - The Rhodes A Federal No. 2 is located in the Rhodes
Gas Pool and is subject to the spacing rules of the Rhodes Gas Pool. The Rhodes B Federal No. 1 is
located in the Rhodes Oil Pool and is subject to the spacing rules of the Rhodes Oil Pool)

The Rhodes B Federal No. 4 is located 553' FEL & 2418' FSL Section 27, T-26-S, R-37-
E, Lea County, New Mexico (within the oil pool). The location from the East line
(offset lease) is more than 330" and the location to the quarter-quarter line is 220'. This
quarter-quarter encroachment is on Meridian’s own gas rights which are covered under
the Rhodes Unit Agreement and the Side Agreement described above.

The Rhodes B Federal No. 7 is located 330' FNL & 1470' FEL Section 26, T-26-S, R-37-
E, Lea County, New Mexico (within the oil pool). The location from the North line
(offset lease) is 330" and the location to the quarter-quarter line is 150", which is, again,
encroaching on Meridian’s own gas rights covered under the Rhodes Unit Agreement
and the Side Agreement.

Texaco was aware of the above locations at the time the Wells were staked and permitted. Further,
Texaco personnel assisted Meridian personnel in the staking of the Wells by identifying Texaco pipelines
and facilities, and in moving the Well locations so as not to interfere with Texaco’s operations.

Meridian’s notification to Texaco concerning the Rhodes B Federal No. 4 and No. 7 was done out of
courtesy and not necessity, as per the Rhodes Unit Agreement. (A copy of the Rhodes Unit Agreement
and the Side Agreement are enclosed as Attachment F & G, respectively, for your perusal.) As
previously stated, Meridian was granted the right by the Parties with the approval of the Secretary of the
Interior to develop the gas on forty (40) acre tracts using oil well spacing within the unit area (refer to
Attachment A). This development program has been an ongoing project for a number of years, and
further, the gas wells drilled in the Rhodes Oil Pool have been consistent with that program. (See permits
for the Rhodes B Federal No. 4 and No. 7 as Attachment H.) Precedent has set the development of gas
wells in the oil pool due to the distinct separation of the respective gas and oil zones.
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Regarding the concerns addressed by Doyle Hartman in his letter of January 24, 1996, Mr. Hartman
questioned the location of the Rhodes B Fed. #7 at its 330" FNL location. As stated above, in accordance
with the Rhodes Unit Agreement and the Side Agreement, the 330" location to the offset lease is a legal
location. Consequently, Meridian is not encroaching on Mr. Harman’s “Dublin” lease.

Meridian respectfully requests the objections raised by Texaco and Doyle Hartman be denied and that
Meridian’s administrative applications for non-standard locations regarding the Wells be approved.

Very Truly Yours,

MERIDIAN OIL INC,

Leslyn M.-Swierc, CPL
Senior Landman

LMS/cs

Enclosures

ce: Mr. W. Thomas Kellahin Don Davis
Santa Fe, New Mexico Chris Settle
Mr. William F. Carr Albert Billman
Santa Fe, New Mexico Mike Metcalf
Doyle Hartman Donna Williams

Dallas, Texas
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February 2, 1996

HAND DELIVERED

William J. LeMay, Director

Oil Conservation Division

New Mexico Department of Energy,
Minerals and Natural Resources

2040 South Pacheco Street

Santa Fe, New Mexico 875035

Re: Application of Meridian Qil Inc. for Unorthodox Well Locations
Lea County, New Mexico

Dear Mr. LeMay:

By letter dated January 29, 1996, Meridian Oil Inc. notified Texaco Exploration and
Production Inc. of its application to the Oil Conservation Division for unorthodox well
locations for each of the following wells:

Rhodes B Federal Well No. 4

2418 FSL & 553' FEL

Section 27, Township 26 South, Range 37 East
Lea County, New Mexica

Rhodes B Federal Well No. 7

330'FNL & 1470' FWL

Section 26, Township 26 South, Range 37 East
Lea County, New Mexico

€10 g L9€1-986150g)
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William J. LeMay, Director
February 2, 1996
Page 2
Texaco Exploration and Production Inc., offset operator to each of these unorthodox
well locations. hereby objects to each location and requests that cach location be set for
hearing before a Division Examiner on March 21, 1996.
Very truly yours,
William F. Carr
Attorney far
Texaco Exploration and Production Inc.
WFC/ke
cc:  Ronald W. Lanning
Michael J. Condon, Esq.
W. Thomas Kellahin, Esq.
b10 g
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QMERIDIAN OlL

January 29, 1996

Doyle Hartman Oil Operators
500 N. Main
Midland, Texas 79701

RE: Request for a Non- Standard Location
Rhodes B Federal Well No. 7
330’ FNL & 1470° FWL
Sec. 26, T26S, R37E
Lea County, New Mexico

Ladies & Gentlemen:

In reviewing my requests, I realized that I failed to notify your company as an offset
operator. Please find attached a copy of the request that was filed with the Oil Conservation Division
in Santa Fe, New Mexico. I apologize for the oversight in this matter. Should you have any
questions, or need additional information, please do not hesitate to contact me at 915-688-6943.

Sin

T) oo

onna J. Williams
Regulatory Compliance

P.O. Box 51810, Midiand, Texas 79710-1810. Telephone 915-688-6800
3300 N "A” St Bldg. 6, 79705-5406



MERIDIAN OIL

December 21, 1995

Mr. Michael Stogner

Qil Conservation Division
2040 South Pacheco

Santa Fe, New Mexico 87505

RE: Request for two (2) Non-Standard Locations
Rhodes ‘B’ Federal Well No. 4
2418’ FSL & 553’ FEL
Sec. 27, T26S, RITE

Rhodes ‘B’ Federal Well No. 7
330’ FNL & 1470° FWL ~
Sec. 26, T26S, R37E

Lea County, New Mexico
Federal Lease No: L.C 030174-B

Mr. Stogner:

Meridian Oil Inc. respectfully request approval for two non-standard locations on the
proposed above referenced new drill locations. This is pursuant to the request by the District Office
in Hobbs. These were intended to be standard locations, but upon the staking, it was discovered to

have topographic problems due to powerlines, pipelines, etc.

Should you have any questions. or necd additional information, please do not hesitate to

contact me at 915-688-6943.

tﬁ@i P

Donna J. Williams
Regutatory Compliance

PO Box 51310. Mdtang. Texas 79710-1210 Telephone 215-682-6300
SCUON."A” St Bldg 6. 79705-5406
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WELL LOCATION AND ACREAGE DEDICATION PLAT
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DIRECTIONS:

FROM THE INTERSECTION OF NEW MEXICO HIGHWAY 18 AND NEW MEXICG HIGHWAY 128 IN JAL, NEW MEXICO, GO SOUTH
ON N.M. HWY 18 FOR 6.3 MILES. THEN TURN LEFT ON TO AN EXISTING LEASE ROAD AND GO 0.7 MILES TO LOCATION.

@ Laughlin-Simmons of Texas

KIDLAND DISTRICT OFYIE
G199 659-1238
In State TOLL FREE «
{~800-~242-2328

PR XX 1757
HIDLAND, TEXAS 79702

PAVED HIGHWAY

EXISTING LEASE ROAD

NOTE -~ REMSID 10—20-9&-\ i
WO¥D (OCATCN !

MERIDIAN OIL INC.
RHODES *B" FEDERAL No. 7

ROAD MAP AND DIRECTIONS

LEA COUNTY, NEW MEXICO

dater OCTOBER 19, 1995  scales ]
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JAMES A. DAVIDSON
Qil & Gas Properties
P.O. BOX 494

MIDLAND, TEXAS 79702
{9318) 6802-6482 ~ OFFICE
6945872 -~ RESIOENCE

January 25, 19396

Meridian 011 Inc.
Building Six

3300 North "A”
Midland, TX 79705

Attention: Mr. Don Davis
Regional Landman

RE: Meridian-Rhodes “"B" #7

Unit C-Sec.28, 26-S, 37-E,

Lea County, NM
Gentlemen:
It is my understanding that Meridian is completing its above noted well at an
unorthodox location offsetting the Hartman-"Dublin" lease consisting of E/2
SW/4 Section 23, 26-S, 37-E. I am one of the owners of the Dublin lease and I
was not not1f1ed of the application to drill. 1 have chacked and even Doyle

Hartman who is the operator of the Dublin lease was not given notice that this
well was to be drilled.

This is your notice that I have not been contacted at all as an offset
leasehold owner.

Very truly yours,

James A. Davidson

JAD: ler

cc: \/Mr. Jerry Sexton — N.M.0.C.D.-Box 1980—H0bbs, NM 88241-1980
Mr. Doyle Hartman—DaTIas

To0 @ NYHRLIVH ««« S¥O ¥ 1J0odaA T1I0. 88E€S €6C S0¢8) 10:21 96/12/20
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DOYLE HARTMAN
Oil Operator
3811 TURTLE CREEK BLVD., SUITE 730
DALLAS, TEXAS 75219

{214} 520- 1800

(214) 520-0811 FAX

January 24, 1996

William J. LeMay, Director
Energy and Minerals Department
Oil Conservation Division
P.O. Box 2088 CERTIFIED MAIL-RETURN RECEIPT REQUESTED
Santa Fe, New Mexico 87504-2088
Re: Unorthodox Well Location
Meridian-Texaco
Rhodes "B" Federal No. 7
330" FNL & 1470’ FWL
Section 26, T-26-S, R-37-E
Lea County, New Mexico
Gentlemen:

Reference is made to the enclosed notice of force pooling that was received by us January 22, 1996, from Texaco
Exploration Production, Inc. regarding our 80-acre Dublin lease consisting the E/2 SW/4 Section 26, T-26-S, R-37-E, Lea
County, New Mexico.

Yesterday, in reviewing recent drilling activity in the vicinity of our 80-acre Dublin lease, to our astonishment, we learned
that Meridian has just finished drilling, at an unorthodox well location consisting of 330" FNL and 1470’ FWL of Section
26, T-26-S, R-37-E, Lea County, New Mexico, a new Rhodes Yates well on Texaco's Rhodes "B" Federal lease situated
immediately south of our 80-acre Dublin lease.

As to Meridian's newly drilled well situated 330" south of our 80-acre Dublin lease, we have two points of concern:

1. Not withstanding the fact that the new offsetting Meridian-Texaco well has been drilled at an unorthodox well location
consisting of 330" FNL and 1470' FWL of Section 26, as a direct offsetting operator, we have received no noiice of a
Meridian-Texaco application being submitted to the NMOCD seeking approval for an unorthodox well location
consisting of 330" FNL and 1470' FWL of Section 26, and was totally unaware until yesterday that a new offsetting well
has been drilled or was being planned.

2. Since the 1920's, Texaco has been the operator of the Rhodes "B" Federal Rhodes Pool lease consisting in part of
Sections 26 and 27, T-26-S, R-37-E. It is an established NMOCD regulation that there can only be one officially
recognized operator of a lease. Therefore, in the absence of any additional information, we are somewhat puzzled as to
how Meridian can drill and operate new Rhodes Yates-Seven Rivers wells such as the Rhodes "B" Federal No. 1 well
(B-27-26-37) on the same Rhodes Yates-Seven Rivers lease being operated by Texaco.

In light of the foregoing, and in accordance with NMOCD regulations, we respectfully request that Meridian-Texaco's new
offsetting Rhodes "B" Federal No. 7 well not be granted final authorization to produce until a proper application for an

unorthodox location has been filed by Meridian-Texaco and has been approved by the NMOCD, which application also
requires that proper notice bg given to all offsetting and potentially affected operators.

Very truly yours,

DOYLE HARTMAN

Qe

Doyle Hartman

DHJ/jb
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Mr. Jerry Sexton, Supervisor

New Mexico Qil Conservation Division

PO Box 1980
Hobbs, New Mexico 88240-1980

Mr. Michael Condon

3650 St. Michaels Drive
Building 400

Santa Fe, New Mexico 87505

Mr. Ronald W. Lanning-Landman

Texaco Exploration Production Inc.

500 N. Loraine
Midland, Texas 79701

Mr. Don Mashbum
500 North Main
Midland, Texas 79702

J. E. Gallegos Law Firm

3650 St. Michaels Drive
Building 400

Santa Fe, New Mexico 87505

Mr. James A. Davidson
P.O. Box 494
Midland, Texas 79702

Leslyn M Swierc, CPL
Meridian Oil, Inc.

3300 N. A Street, Bldg. 6
Midland, Texas 79705

Mr. Steve Hartman
500 North Main
Midland, Texas 79702



01/23/96  11:30 BILS6! ?L_l_ﬁ "o M. {ARTMAN OIL » DH HOME .. @007/013
) CI' .
° 3 ~}%  Doyle Hartman ~ ©
[ !
/ot &9 DublinTease ( ' 6
verigion | 3% (eaCo NM. D [T
A - .. .ff
O E/2SWI/4, Section 23, T-26-S, R-37-E N (SN
e 1< g .
aswortH e ‘co ch/p"¢“““ surtace {0 3'500 ‘\ {}‘ HUaSjl”
N ’ S 80 acres, more or less Tom{E valyn Lineber
3 “Meridion 0il
- g 1 4
0301768 i,‘;l "e I3 '¢- )v:(ogaplo
’ MACO yiiee 3000 Jo r(MW//u g .
[ Tt A ﬁhﬁ‘; 083
X Y@nooes Gsun yr oycem]| b 4D Be o XTE o! e "
Uéf KATr;joc'v ¢rﬁis'/5/ 100, belew 3303 N iie8s o
! - i . é - R__ o~
neyle Hartmon ok | Permok O | Uﬂ}{J@éf"“h . Cory. 3 ghins! 1 ooy | Cax
,};g - S-12:.94 I8 g }‘ f L. ,"Trnnc(o ch;f ‘ gc,fﬁ,,'f Yat
Moo I2e 10-18 - 95 U-u.' i g 410 ‘~’rz Y !G I Mt
. 8ofes CrBores /fl _ foror + ‘Pf‘ia“‘ Toham§ Ya thg‘.dal RS
b'-ﬂd.‘ m -1 a - -
e 30136 p(7/}‘;(2 Tza.‘gg ' 'r?cur?dn kins 7 oeogl“ e s (“‘%ql 851%9 ';Bz‘
szg - R&n’ l Tom'®" ” F90195 ) ., u.s. r??,o 90@“) . n,. ? ‘ m)(' l - us I{
et Linebery ) o | us | “Glena-Ryan® 08540 (4| leoord Widiis 13 | TomLine bery (5]
rado . 4 \Proposed Compulsary Poolmg Locatlon F;: . PW;O‘;O“ ‘F::’F’d ;,;;Gvfc“pd[
Y. -t . 79s1 -
o W [ 1exaco NERCUTR I PO RS Patsite Yores
ooty R, Rhodes "23" Federal No.1 ; i Sidi S, ! 2593
Paso_Prod. ST SEO ENT R GROT P e 0 153
lYe.:rgfm O‘ B 660' FNL & 660' FWL b . s e, 78S
, et
| tore Gregar 'Sec 23, T-26-S, R-37—E ‘/znn- oo "'_J hie ? e-d'{%:;mno;:.l
C :—!—5('. Ekﬁléo ‘\ ”U'd“’ 0" B ;trgﬂogoﬂ T 3 BN - C&Kprvéf E-:-K
: : n e ora¥ 0)0”63 .#n "755‘ ’wx '2"‘ @22 z, :(.01’ !
(Co1B-14s } : 2« TR " -
ST \ ; t‘:?"’ %ﬁ - . $SALEONARD |
(V [ ‘-g: FE’ ﬁ 24 "Rhod;?'G " » %J‘H "\ ia ‘L:}:)ldfd WOOD MCSHANI
[ # \\ 25LP s .z ‘ \ % Powul
§ Gl - v.s.
y l(og f! \ -5(!4[ emuﬂm é&p b 'y F‘a I Tom Lth<
L X
‘gron Ol JTem® : ie
T c-=a 7 ctal Permok il : U fi
pUTIRE- “”‘*”-.V'.’*Mzrl.;::not 3al ot AT Dublin Lease ci ot § Ic“p??}f“
(_xﬂo’ﬁ"wd.) t- T .- g4 .18 K R .
~ 2 6 °3°t4 \'Effo(ég'sc N Ltomrf!smi 263-37E ——ﬁm 1‘(;?';)) W‘“’ f}’a geon' 723 ?
0 lanxe
. (RHOOE S [ YATES) Sun, , ,ff < 8% o ;Dm,
[UNIT T — etal HBA U e 3.0 e 08
- N 30196y | porter Fo 10 3620
[D(ACOLTZ 3 o't _ ]
] 7\ (OPE M“Jd"“‘ {¢cxoco 1 lur C(KPrf. CsX
i g -1-82 | o¥
.7 of G0 1l 1P thaan
d TIA IO-BLJ’L : [9019 4 L—r — AR STt S oL S
. 4. Rhodes. F'u{ " ‘ T Ay E 2 TR
30,05 4 s°”’/ ors ’{:zss.o e Ty J
od(ST’df“z;-FtdLrncbc/y Tom § 5V€{yn Lmebe,-yf,'dﬂcsfl-iﬁ(/ (Ss "dqy 1 roméi{!l be
taco,etall> Yiexaco, Lker 'd ‘THUU’ !
. ey far v ftmeraday PAPE s {'},‘52’;{;“"‘ Vexots J.AYcokes
¢ 3-AD wi ff-ﬂ f‘ ¢ '35‘ ¥ A !
v “fn- e wi '030,74 25 merade 17-1-97
s-8s80 _ ”a-gspp. 07 ey 4 cfbon) Columbion Carbon 63605
{ R A _Unorthodox Rhodes Location
K#Ufégi-‘ 1) ¢"? ' ;M Meridian— 1 €xaco S
2 d lg,rs Sess 7 23 Rhodes “B" Federal No.7 sincine _/
SRS 27 ._ o . Fod. o 30-
o Jaeleciicte { o g v 7t
o (”,?'“‘Tﬁ s I3 goc 26, T-26-5, R-37-E Yo
g 13574 No R Rhodes~Fed I : 3
\'PhadQSvFQO’ ' . t
v ity | .4 Rhodes Dublin Lease
: X il 5.
» 1 erz"bif;fgwsﬂ o OilWell s Gy 7iosarso 4%
L ’ T - ? . Mendlan Texaco : NR| 56652830
A ng‘é‘,y. . Morathon | n;;i Co-w Flockl '°g§c “yw eral No. N |:$S
! ner Q
WL 501078 ! s~ arrd® 251634 FNL & 669' FWL (E)
crcu -
e s, s Wi T 73’, ?%,,.k 53180026, 1-26-5, R37-F 3
LC/&‘ rv Il.s Fed” {‘5 'w:u
})}‘s 3 7 E IKC;V:';/S“'L i ARadl -{¢vt |z v v_ Stote l v, 5
B — L v ToptLinchery




] et ;
o
OIL CONSERVATION DIVISION i-;"é‘_ COHSERVATION DIVISIO

%mrﬁ@0¥;”

% "‘jf

BEFORE THE AL
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NEW MEXICO DEPARTMENT OF ENERGY. MINERALS AND NATURAL RESOURCES

IN THE MATTER OF THE APPLICATION

OF TEXACO EXPLORATION AND

PRODUCTION INC. FOR

COMPULSORY POOLING,

LEA COUNTY, NEW MEXICO. CASE NO.

APPLICATION
TEXACO EXPLORATION AND PRODUCTION INC. ("TEXACO"), by its
undersigned attorneys, hereby makes application pursuant to the provisions of N.M.Stat. Ann.
§ 70-2-17, (1978), for an order pooling all mineral interests in the SW/4 of Section 23, for
formations developed on 160-acre spacing, in the W/2 SW/4 of Section 23, for all formations .. .
developed on 80-acre spacing and in the SW/4 SW/4 of Section 23 for all formations
developed on 40-acre spacing in Township 26 South, Range 37 East, NM.P.M., Lea County,

New Mexico, and in support thereof states:

1. Texaco is a working interest owner in the SW/4 of Section 23 and Applicant
has the right to drill thereon.
2. Texaco proposes to dedicate each of these spacing or proration units to its

Rhodes "23" Fed. Com No. 1 Well which is located at an orthodox location at a point 660
feet from the South line and 660 feet from the West line. Applicant proposes to drill this

well and test any and all formations from the surface to the base of the Yates formation,

R f-_:“-. P
st

JAM S £ 1995



Yates-Seven Rivers Gas Pool.

3. Applicant has sought and been unable to obtain either voluntary agreement for
pooling or farmout from centain interest owners in the SW/4 of said Section 23.

4, Said pooling of interests will avoid the drilling of unnecessary wells, will
prevent waste and will protect correlative rights.

5. In order to permit the Applicant to obtain its just and fair share of th.e oil and
gas underlying the subject lands, all mineral interests should be pooled. and Applicant should
be designated the operator of the wells to be drilled thereon.

WHEREFORE, Texaco Exploration and Production Inc., requests that this application
be set for hearing before a duly appointed Examiner of the Oil Conservation Division on
February 22, 1996, and after notice and hearing as required by law, the Division enter its
order pooling the lands, including provisions for Appl.ica;;t_ to recaver its costs of drilling,
equipping and completing the well, its costs of supervision while drilling and after
completion, including overhead charges, and imposing a risk factor for the risk assumed by

the Applicant in drilling, completing and equipping the well.

Application,
Page2



Application,
Page 3

Respectfully submitted,

CAMPBELL, CARR & BERGE, P.A.

Post Office Box 2208
Santa Fe, New Mexico 87504
Telephone: (505) 988-4421

ATTORNEYS FOR TEXACO EXPLORATION
AND PRODUCTION INC.



Q1L REPORIS January 17, 1994
LOCATION AND RE-ENTRIES CONT'D:
Lea County Lea County
Sec 36 T22S R32E 15 mi NW Ochoa Sec 27 T26S R37E 6 mi SE Jal
STRATA PROD. CO. Shell State #3 MERIDIAN OIL INC Rhodes B Federal 4
1980/N & 2310/W Red Tank 2418/S & 553/E Rhodes
Rot 9000 Bone Spring Rot 3150 Yates Seven Rivers

API #30-025-33246 API #30-025-33248

26 T268 R3/E

MERIDIAN OIL INC Rhodes B Federal #7
330/N & 1470/W Rhodes

Rot 3150 Yates Seven Rivers

hhkhkkhkhkhkhkkkhhkhhkhkhkhkhkkdkkkkhkhbhhkrthdhbhkhkhkhkhkhkhkhk

REMEDIAL WORK NOTICES: :
Sec 2 T18S R34E Unit C Vacuum TEXACO EXPL & PROD INC, New Mexico "Z'" State TN Com
#1: To Recomplete API #30-025-29988
Sec 2 T20S R37E Unit P Monument CONOCO INC State A-2A #5: To Recomplete
API #30-025-30004
Sec 8 T20S R37E Unit L Eumont ARCO PERMIAN Berta J Barber #16: To Plugback
APT #30-025-06029

khkkhhkkkkkkhhkhhhkhkhhkhkhhkhkahhkhkhhhdkhdhhkrkkhkkhk

OLL REPORTS -2- January 17, 1996
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(3) Bll Counties except Lea, Chaves, Eddy, Roosevelt, San Juan, Rio Arripa and Sandoval.

(a)

(b)

Any wildcat well which is projected as an oil well in any county other than
Lea, Chaves, Eddy, Roosevelt, San Juan, Rio Arriba, and Sandoval Counties
shall be located on a tract consisting of approximately 40 surface contiguous
acres substantially in the form of a square which is a legal subdivision of
the U.S. Public Land Surveys, or on a govermmental quarter-quarter section or
lot and shall be located not closer than 330 feet to any boundary of such
tract.

Any wildcat well which is projected as a gas well to a formation and in an
area which, in the opinion of the Division representative approving the
application to drill, may reasonably be presumed to be productive of gas
rather than oil shall be located on a drilling tract consisting of 160 surface
contiguous acres, more or less, substantially in the form of a square which
is a quarter section, being a legal subdivision of the U.S. Public Land
Surveys, and shall be located not closer than 660 feet to any outer boundary
of such tract nor closer than 330 feet to any quarter-quarter section or
subdivision inner boundary.

C. ACREAGE AND WELL LOCATION REQUIREMENTS FOR DEVELOPMENT WELLS

(1) 0i1 Wells, A1l Counties,

(a)

Onless otherwise provided in special pool rules, each development well for
a defined oil pool shall be located on a tract consisting of approximately
40 surface contiguous acres substantially in the form of a square which is
a legal subdivision of the U.S. Public Land Surveys, or on a governmental
quarter-quarter section or lot, and shall be located not closer than 330 feet
to any boundary of such tract por closer than 330 feet to the nearest well
drilling to or capable of producing from the same pool, provided-however, only
tracts cammitted to active secondary recovery projects shall be permitted more
than four wells.

(2) Lea, Chaves, Eddy and Roosevelt Counties.

(a)

(b}

Gas Wells. Upless otherwise provided in special pool rules, each developwent
well for a defined gas pool in a formation younger than the Wolfcamp formation,
or in the Wolfcamp formation which was created and defined by the Divisicn
prior to November 1, 1975, or ip a Pennsylvanian age or older formation which
was created and defined by the Division prior to June 1, 1964, shall be located
on a designated drilling tract consisting of 160 surface contiguous acres, more
or less, substantially in the form of & square which is a quarter section being
a legal subdivision of the U.S. Public Land Surveys, and shall be located not
closer than 660 feet to any outer boundary of such tract nor closer than 330
feet to any quarter-quarter section or subdivision inner boundary nor closer
than 1320 feet to the nearest well drilling to or capable of producing from
the same pool.

Unless otherwise provided in the special pool rules, each development well
for a defined gas pool in the Wolfcamp formation which was created and defined
by the Division after November 1, 1975, or of Pennsylvanian age or older which
was created and defined by the Division after June 1, 1964, shall be located
on a designated drilling tract consisting of 320 surface contiguous acres, more
or less, comprising any two contiguous gquarter sections of a single
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DOYLE HARTMAN
Oil Operator

VIA FEDERAL EXPRESS
March 4, 1996
T ERE RS
‘$’E~’ s
.t
Mr. Alan Alexander i MAR
Senior Land Advisor ;o 5 19% -
Meridian Oil, Inc. e ]
3535 East 30th Street -~ CONSERVATION DiviSiON,

Farmington, NM 87402

Re: Meridian Oil, Inc.
Compulsory Pooling Application
Seymour “Com” No. 7A
E/2 Sec. 23, T-31-N, R-9-W
Blanco Mesa Verde Pool
(320 acres)

Gentlemen:

Reference is made to Mendian’s application to the NMOCD for the drilling of its proposed
Seymour “Com” No. 7A Blanco Mesa Verde infill gas well and to its application to the NMOCD
to compulsory pool all interest owners under the already communitized E/2 Section 23, T-31-N,
R-9-W, San Juan County, New Mexico. Reference is also made to my letter to Meridian of
January 30, 1996 and to your reply to us dated February 20, 1996 (received February 28, 1996),
both regarding Meridian’s proposed Seymour “Com” No. 7A infill well and compulsory pooling
application.

We again acknowledge Meridian’s right, if it 80 insists, to immediately proceed with the drilling of
its proposed Seymour “Com” No. 7A infill well, but because such immediate drilling constitutes
“waste”, as defined in the New Mexico Oil and Gas Act, due to the current soft demand (relative
to available supply) for San Juan Basis gas, we must emphasize that any new drilling, as to the
already communitized 320-acre tract, be performed under the valid and currently existing terms
and provisions of that certain March 30, 1953 Communitization Agreement and April 10, 1953
Operating Agreement, as well as in accordance with the spirit of applicable past orders and
precedent of the NMOCD.

200 TURTLE CREEK CENTRE /3811 TURTLE CREEK BLVD/DALLAS, TEXAS 75219-4421
(214) 520-1800 (214) 520-0811 FAX
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As previously documented, the E/2 Section 23, T-31-N, R-9-W was initially communitized almost
43 years ago, as to all minerals in the Blanco Mesa Verde interval, by that certain
Communitization Agreement dated March 30, 1953, the terms of which were approved on July16,
1953, by Arthur A. Baker, Acting Director of the United States Geological Survey, acting on
behalf of the United States of America as a royalty owner under the two separate 160-acre tracts
(NE/4 Section 23 and SE/4 Section 23) making up the subject 320-acre unit. On April 10, 1953,
a companion operating agreement was also entered into between the parties so as to “... provide
for the economical [unwasteful] and joint operation of said unit...” The “term” of the companion
operating agreement was for “.. as long as the communitization agreement herein above
described shall remain in force and effect...” No subsequently approved termination agreement
has been entered into between the separate interest owners under the E/2 Section 23, T-31-N, R-
9-W, and the subject Communitization Agreement (BLM Contract No. NM-73195) continues to
be recognized by the BLM as an active communitization agreement.

One very important and thoughtful provision of the March 30, 1953 Communitization Agreement
reads as follows:

“...The communitized area shall be developed and operated as an entirety with the
understanding and agreement between the parties hereto that all communitized
substances produced therefrom shall be allocated among the leaseholds comprising
said area in the proportion that the acreage interest of each leasehold bears to the
entire acreage interest committed to this agreement (emphasis added)...”

The Communitization Agreement further guarantees:

...“There shall be no obligation on the lessees to offset any dry gas well or wells
completed in the same formation as covered by this agreement on separate
component tracts into which the communitized area is now or may hereafter be
divided (emphasis added)...”

In recognition of the foregoing, at this time, due to soft San Juan Basin gas prices, Meridian’s
proposed infill well and corresponding compulsory pooling application represent a direct violation
of the original promise made to the Seymour “Com” working interest owners that the
communitized tract would be developed and operated as an entirety in an economical (unwasteful)
manner, and that there shall be no “mandatory” requirement placed on the lessees (working
interest owners) to drill more than one Blanco Mesa Verde well on the subject 320-acre proration
unit, unless unanimously approved by all working interest owners.
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In addition to the foregoing, both the Seymour Communitization Agreement and companion
Operating Agreement also provide that the communitization and operating agreements ... “shall be
subject to all valid and applicable State and Federal laws, rules, regulations and orders, and the
operations conducted hereunder shall be performed in accordance with said laws, rules,
regulations and orders...” Although the NMOCD’s blanket Blanco Mesa Verde infill order (R-
1670-T) does permit the drilling of an “optional” or second Mesa Verde gas well on an existing
320-acre proration unit, the blanket order does not require the drilling of a second well, but only
allows for the drilling of an “optional” well at the discretion of the unit working interest owners,
in accordance with previously agreed-to provisions of applicable communitization and operating
agreements. In Order R-1670-T, the NMOCD clearly recognized that there existed numerous
long standing Blanco Mesa Verde contractual relationships and found “...that to change the unit
size now in said pool would disturb the equities under many of the existing proration units
(emphasis added)...”

Likewise, Meridian’s application to compulsory pool the already communitized 320-acre Seymour
“Com” proration unit would disturb long established equities as to the E/2 Section 23, T-31-N, R-
9-W and, in addition, would also be contrary to other applicable NMOCD rulings. In one case
that is directly on point (Case 8606/Order R-8013 (copy enclosed)), to which case and order
Meridian has subsequently become subject, Doyle Hartman (at a time of strong $3.00/MCF
wellhead gas pricing) made application to the NMOCD for the compulsory pooling of the
working interest owners under the NW/4 Section &, T-24-S, R-37-E, Lea County, New Mexico,
which application was made for the purpose of drilling the badly needed E.E. Jack No. 5 infill
Jalmat gas well. In Order R-8013, the NMOCD found:

12) Because of a lack of evidence to the contrary, it appears that the “Agreements”
are current binding operating agreements for the subject proration unit, having
provisions governing those issues to be addressed in compulsory pooling cases
obviating the need for a such a hearing in this case.

(13) The compulsory pooling portion of this application should be denied.

(14) The simultaneous dedication portion of this application should be approved,
provided the proposed new well is drilled under the provisions of the
Agreements.”

As successor in interest to Doyle Hartman, Meridian has continued to operate the E.E. Jack No. 5
infill well subject to the provisions of R-8013 and, as a result, should be familiar with the
established NMOCD policy that compulsory pooling applications shall be denied in those cases
“..where there are current binding operating [communitization] agreements for the subject
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proration unit, having provisions governing those issues to be addressed in compulsory pooling
cases...” As a result, and in light of the documented current over supply of San Juan Basis gas,
Meridian’s Seymour compulsory pooling application must be interpreted as a knowing and further
attempt to circumvent the provisions of the Seymour communitization and operating agreements
since Meridian’s Seymour application is clearly contrary to policy previously established by the
NMOCD in Order R-8013 and subsequently accepted by and acquiesced to by Meridian.

However, notwithstanding the foregoing, but in an attempt to reach a prompt and amicable
resolution of this matter, we again ask that Meridian furnish sufficient economic justification to
show why Meridian must promptly proceed with the immediate drilling of its proposed Seymour
7A Mesa Verde infill well, especially when there is no offset drainage problem, but there does
exist a soft market for San Juan Basin gas and corresponding unfavorable San Juan net-back
wellhead gas pricing, as documented by the enclosed “Albuquerque Journal” article. Therefore,
we request that Meridian furnish adequate documentation that economically justifies the
immediate drilling of the proposed Seymour No. 7A well, as compared to waiting until a more
favorable date when market demand for San Juan gas has improved and San Juan Basin net-back
gas pricing has increased thereby justifying the substantial investment required to drill a new infill
well.

Furthermore, because the 320-acre Seymour “Com” proration unit does possess future
development potential and recognizing that market demand for San Juan gas will undoubtedly
increase and pricing will improve, we do not desire to sell or farmout our interest at this time.
However, we are willing to seriously entertain a fair exchange of our Seymour interest for an
acceptable Meridian interest in Lea County, and if Meridian wishes to pursue such a resolution,
please promptly let us know.

In the absence of Meridian’s consideration of the foregoing sincere suggestions (postpone drilling
until netback prices improve or agree to an exchange of property), we again state our objection to
Meridian’s attempt to confiscate our Seymour interest by attempting to circumvent the explicit
terms of the binding Seymour Communitization Agreement and Operating Agreement and urge
that Meridian only proceed with the drilling of its proposed Seymour “Com” No. 7A infill well
under the provisions of the Seymour communitization and operating agreements, which course of
action also corresponds to NMOCD precedent set forth in NMOCD Order R-8013.

Sincerely,

DOYLE HARTMAN, Oil Operator

bﬁ@&

Doyle Hartman

Enclosures (4)
d:\letters\dh34 1.doc



Mr. Alan Alexander
March 4, 1996
Page five

cc: Michael Stogner
New Mexico Oil Conservation Division
2040 South Pacheco
Santa Fe, NM 87505

William J. LeMay, Director
Energy & Minerals Department
Oil Conservation Division

P.O. Box 2088

Santa Fe, NM 87504-2088

James A. Davidson
P.O. Box 494
Midland, TX 79702

Steve Hartman
500 North Main
Midland, TX 79702

Don Mashburmn
500 North Main
Midland, TX 79702

Gene Gallegos
Gallegos Law Firm
460 St. Michaels Drive
Building 300

Santa Fe, NM 87505

Michael Condon
Gallegos Law Firm
460 St. Michaels Drive
Building 300

Santa Fe, NM 87505

William F. Carr

Campbell, Carr, Berge & Sheridan
110 N. Guadalupe, Suite 1

Santa Fe, NM 87504
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Daniel S. Nutter

105 E. Alciante

Santa Fe, NM 87501
Governor Gary Johnson

Representative Jerry Sandel
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STATE ¢ FEDERAL ® INDIAN LANDS

POST OFFICE BOX 2288 - PHONE 982-5537 - SANTA FE, NEW MEXICO 87504-2288

March 4, 1996

Doyle Hartman

500 North Main

Midland, Texas 79702
Attn: Carolyn Sabastian

Dear Carolyn:

We have examined Case Files NMSF 078505 and NMNM 03601 in the
United States Department of Interior, Bureau of Land Management
in Santa Fe, New Mexico and they reflect that Communitization
Agreement No. 1408001917 (number changed to NMNM 73195) covering
the E} Section 23, T. 31 N. - R. 9 W,, NMPM is still in force and
effect.

We have also been advised by the Farmington District Office that
this Communitization Agreement 1is still in force.

If we can be of further help please do not hesitate to call.
Very truly yours,

FE
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HBEARING
CALLED BY THE OIL CONSERVATION
COMMISSYON OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE NO., 5264
Ordaer No. R~1670~T

APPLICATION OF EL PASO NATURAL GAS

COMPANY FOR THE AMENDMENT OF ORDER *
NO. R=-1670, BLANCO MESAVERDE POOL,

SAN JUAN AND RIO ARRIBA COUNTIES,

NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on ABugust 13 and
Auguet 14, 1974, at Santa Fe, New Maexico, hefore the 0il
Conservation Commission of New Mexico, hereinafter refarred
to as the "Commission.” i i

NOW, on this l4th day of November, 1974, the Commission,
a quorum being present, having considered the tastimony pre-
sented and the exhibits raceived at said hearing, and being
fully advised in the premises,

FINDS:

{1) That due public notice having been given as.raquired
by law, the Commigsion has Jjurisdiction of this cruse and the °
subject matter thereof.

(2) That the Blanco Masaverde Pool, located in San
Juan and Rio Arriba Counties, New Mexico, was creatad by
Commission Orxder No. 799, dated February 25, 1949.

{3} That the Blance Mesaverde Pool is governed by
special rules and regulations, promulgated by tha Commigsion
in Order Wo. R-1670, as amended, which provide for 320-acre
proration units and well locations in the NE/4 and SW/4 of
each governmental section, and for the aasignment of allowable
to each proration unit in the pool bhased on the amount of
acreage in the unit and the deliverability of the anit well.

Exhibit G

™ AAN P



JAN-08~96 MON 12:39 PH  OIL CONSERVATION DIV FAX NO. 5058278177 P. 03

-.2- .
case No. 5264
Order No. R-1670-T

{4) That thae applicant, El Paso Natural Gas Company.,
seecks an order amending said Order No. R-1670 to permit the
optional drilling of apn additional well on each 320-acre
proration unit in the Blance Mesaverde Pool; to determane
the deliverability of each proration unit upon which an
sdditional well is drilled by adding the deliverabilities of the
two wells; to permit the production of the allowable assigned
to a proration unit containing two wells from both wells in
any preportion; to consider both wells on a proration unit as
one well for purposes Of bdlancing undexproductlon or ovar-—
production; to report the production of each well on the unit
as woll as the total unit production: and to compare the unit
production against the unit allowable fox de ning whether
a unit should be classified marginal.or non-marginal.

(3) That the Blanco Mesaverde Pool has been developed
for approximately 20 years on 320-acre proration units.

(6) That to change the unit size now in said pool would
disturb the egqulties under many of the existing proration
units. . .

(7) Tnat the proration unit size in tha Blanco Mesaverde
Pool should continue to be 320 acres.

(8) That Section 65-3-10, Kew Mexico Statutes Annotated,
1953 Compilation, empowers the Commission to prevent waste
of hydrocarbons and to protect the correlative rights of
the ownars of each intarxest in said hydrocarbons. ’

{9) That Section 65-3-5, New'Mexico statutes Annotated,
1953 Compilation, confers jurisdiction on the Cammission. over
all matters relating to the conversion of oil and gas.

(10) That "waste” is defined by Saction 65~3-3,‘New
Maxico Statutes Annotated, 1953 Compilation.

(11) That the evidance reveals that the Blanca Mesaverda
Pool is not a homogeneous, uniform reservolxr.

(12) That the producing foxmation of the Blanco Magaverde
Pool is comprised of various overlapping, intaerconnecting,
and lenticular sands of relatively low permsability, many of
which ara not being efficiently drained by existing wells in
the pool but which could be more aefficiently and economically
drained and developed by the drilling of additional wells
pursuant to the rule changes proposed by the applicant.

(13) That infill drilling will substantially increase
recoverable regserves from the Blanco Mesaverde Pool.

- v wtA Ay aa D AN |
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{14) <That infill drilling will result in greater ultimate
racovery of the reserves under the various proxation units in
the pool. : . :

{(35) That infill drilling in the Blanco Mesaverde Pool
will result in more efficient use of resexvoir energy and
will tend to ensure greater ultimate recovery of gas from
the pool, thereby pravanting waste.

{16) That. if infill drilling is ixnplemented in the Blanco
Mesaverde Pool, each operator will be afforded the opportunity
to produce, without waste, his just and equitable share of the
gas from the Pool, and his correlative rights, as defined by
Section 65~3-~29, New Mexico Statutes Annotated, 1953 Complla-
tion, therefore, will not be impaired. o _

(17} That both walls on a proxation unit ghould ke
produced 50 lony as it is economically feasible to do s0.

(18) <That the application should be approved.

IT IS THEREFORE ORDERED:

(1) That the gpacial rRules for the Blanco Mesaverda Pool
in san Juan and Rio Arriba Countiles, New Mexico, as promul-
gated by Order No. R-1670, as amended, are hereby amended
to permit the coptiomal drilling of a second well on each pro-~
ration unit; to provide that the deliverability of a prof¥ation
unlit containing two wells shall be the sum of the dealiverabili-
ties of each of the wells; to provide that tha unit allowable
may be produced from both of the wells in any proportion; to
consider both wells on the proraticn unit as ona well for
purposes of balancing underproduction or overproduction; to
provide for the reporting of produstion from each well
individually and to require the reporting of total produc-
tion from the unit; and to.c are the unit production against
the unit allowable. in determggfng whethaer a unit should be
classified marginal or non-marginal. .

(2) That Rule 2 of the Special Rules for the Blanco
Mesaverde Pool, as promulgated by Order No. R-1670, as amended,
is hereby amended to read in its entirety as follows:

"RULE 2 gAg. The initial well drilled on a proration
un s ba located 990 feat from the outer
_boundary of elther the Northeast or Southwest
quarter of the sgection, subject to a variation

of 200 feet for topographic conditicns. Further
tolerance shull be allowed by the Commission only

in cases of extremely rough terrain where compliance
would necessarily increase drilling costs.

Tt atA A AR D nﬂd
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"RULE 2 éB;. The gsacond well drilled on a proration
unit s be located in the gquartear section of

the unit not containing a well, and shall be
located with respect to the unit boundaries as
described in Rule 2 (A) abova.

“The plats (Form C-102) accompanying the Application
for Permit to Drill (OCC Form C-101 or Federal
Form 9-331-C) for the second well ¢n a proration
unit shall have cutlined thereon the boundaries
of the unit and shall show the location of the
first wall on the unit as well as the proposed
new wall. . .

"RULE 2 {C). In the event a second.well is drilled
an any prorxation unit, both wells shall be produced
for so long as it is econcmiocally feasibla to do
80,

(3) That the Special Rules for the Blanco Mesaverde
Pool as promulgated by Order No. R-1670, as amanded, are
hereby amended by the addition of the following Special
Rule 9=

RULE 9 (A). The product obtained by multiplying
each praraticn unit's acreage factor by the
calculated deliverability (expressad as MCF.per
day) for the well(s) on the unit shall be Xnown
as the AD Fagtorxr for the unit, The acreage factor
shall be determined to the second decimal place
by dividigg the acreage within the proration unit
by 320, subject to the acreage tolerances provided
in Rule 5§ (A). Tha AD Factor shall bBe computed to
the nearast whole numbex.

ROLE § (B). The monthly allowable to be assigned
¥o each marginal proration unit shall be equal to
its latest available monthly production.

RULE 9 écz. The pool allowable remaining each ronth
artex ucting the total allowable assigned to
marginal proration units shall be allocated among
the non-marginal units entitled to an allowable

in the following manners

Is

1. GBeventy-five percent (75%) of the gool
aliowable remaining to be zllocated to
. pon-marginal units shall bs allocated
among such units in the pzoportion that
each unit's “AD Factor" bears to the total
*AD Factor" for all non-marginal units 1in
the pool..
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2. 1Iwenty-five percant (25%) of the pool
allowable remaiping to be allocated to
non-marginal units shall be allocated
anmong such unite in the proportion that
each unit's acreage factor bears to the
total acreage factor for all non-marginal

units in the pool.

RULE 8 (D). The current deliverability tests, taken
in accoxdance with' the ‘Gas Well Testing Procedures-—
San Juan Basin, New Mexico,* shall ba used in
calculating allowables for the proration units

in the pool for the l2-month period beginning

April 1 of the following year.

RULE 9 {E). When calculating the allowable for

a proration unit coataining two wells, in accordance
with Rule 9 of these rules, the deliverability of
both wells shall be added in calculating the AD
Factor and the unit allowable may be produced

from both wells.

(4) That said Special Rules for the Blanco Mesaverde Pool
are hera?y)amended by the addition of the following Special
Rule 10 (C): )

RULE 10 gcg. The calculated daliverability at the
verability pressure™ shall be determined in

accordance with the provisions of the current
"Gas Well Testing Rules and Procedures - San Juan
Basin, WNew Mexico.*®

No well shall be eligible for reclassification to
"Exempt Marginal®™ gtatus unless it is located on
a marginal proration unit. .

(5) That said Special Rules for the Blanco Mesaverde
Pool are hereby amendad by the addition of the following
Special Rule 12: .

RULE 12. The full production of gas f£from each
well, inocluding dArilling gas, shall be charged
against the proration unit's allowable regarxdless
of the disposition of the gas; provided, however,
that gas used in maintaining the producing ability
of the waell shall not ba charged against the
allowable.’

(6) That said Special Rules for the Blanco Mesaverde
Pool are hereby amended by the addition of the following
Special Rule 14:

— e tim mamn D naeg =
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RULE 14 (A). Underpreoduction: Any non-nmarginal
proration upit which has an underproduced status
as of the end of a gas proration periocd shall be
allowed to carry such underproduction forward into
the next gas proration period and may produce such
underproduction in addition to the allowable
assigned Quring such succeeding periocd. Any
allowable carxried forward into a gas proration
period and remaining unproduced at the end of

such gas proration periocd shall be cancelled.

ROLE 14 (B). Production during any one month of
a gas proration period in excess of the allowable
assigned to a proration unit for such.month shall
be applied agains% the underproduction carried
into such period in determining the amount of -
allowable, if any, to be cancelled.

(7) That sald Special Rules for the Blanco Mesaverde
Pool are hereby amended by the addition of the following
Special Rulae 15:

RULE 15 (A). Overproduction: Any proration unit
whichhi has an overproduced status as of the end of

a gas proration period shall carry such overproduc—
tion forward into the next gas proration period.
Sald overproduction shall ba made up during.the '
succeeding gas proration pariod. Any unit which
has not made up the overproduction carried into a
gas prorxation pariod by tha and of said period
shall not be produced until such overproductioa

RULE 15 (B). If, during any month, it is discovered
that a proration unit is overproduced in an amount
axceeding six times tts average nmonthly allowahle

for the preceding twelve months {or, in tha case of

a newly connected well, six timag its average monthly
allowable for the months available), it shall not

be produced that month nor each succeeading month
until it is overproduced in an amount six timas

or less its average monthly alloweble, as determined
hereinabove.

RULE 15 (C). Allowable assigned to a proration unit
durang any coria.month of a gas proration pexriod in
excess of tha production for the same month shall

be applied against the overproduction chargeable

to such unit in determining the amount of over-
production which must be made up pursuant to the
provisions of Rules 15 (A) or 15 (B) above.

s mn Tv oV N 9197 P.007
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RULE 15 (D). Tbe Secretary-Director of the
Commission shall have authority to permit a well
which is subject to shut-in, pursuant to Rules

15 {(A) or 15 (B) above, to produce up to 500 MCF
of gas par month upon proper showing to the
Secretary-Director that complete shut-in would
causa undue hardship, provided however, such
permission shall be rescinded for any well
produced in excees of the monthly rate authorized
by the Secretary-Director.

RULE 15 gn). The Commission may allow ovexrproduc—
tion to made up at a lesser rate than permitted
-ynder Rules 15 (A), 15 (B), or 15 (D) sbove upon

a showing at public hearing that the same ig. .
necessary to aveoid material damage to the well.

RULE 15 (F). Any allowable accruing to a proration

t at tha end of a gas proration period due to
the cancellation of underage in the pool and the
redistribution thexreof shall be applied against
the unit’s overproduction. .

RULE 15 {G). The Secretary-Director of the Commis-
sion a ave authority to grant a pool-wide .

moratorium of up to three monthe on the shutting
in of gas wells in a pool during periods of high-
denand emergency upon proper showing that such
enargency existse, and that a significant numher
of the wells in tha pool are subject to shut-in
pursuant to tha provisions of Rules 15 (A) or

15 (B) ahove. No moratorium bayond the afore-
mentioned three months shall be granted except
after notice and hearing.

(8) fThat said Special Rules for the Blanco NMesaverde
Pool ara hexreby amended by the addition of the following
Section E:

E. CLASSIFICATION OF UNITS

RULE 16 (A). The proration period (as defined in
Rule shall be divided into four classification
periods of thraee months each, commencing on April 1,
July 1, October 1, and January 1. Aftar the
production data is available for -the last wonth

of each classzification pariod, any unit which had
‘an underproducad status at the bheginning of the
proration period shall be classified marginal

i€ its highest single month's production during

the classification pericd is less than its average

- TV IRV AN 91727 P.008 l-
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ponthly alliowable during said classification
period; provided however, that the -operator of
any unit so classified, or other intaerested
paxty, shall have 15 days after receipt of
notification of marginal classification in
which to submit satisfactory evidence to the
Commission that the unit is not of marginal
character and should not be so classified.

RULE 16 (B). The Secretary-Director may reclassify
a marginal or non-marginal proration unit at any
time the unit's production data, deliverahility
data, or other evidence as to the unit's producing
ability justifies such reclassification.

-

RULE 17. A proration unit which is classified as .
marginal shall not be parmitted to aceumulate
underproduction, and any underproduction

accrued to the unit priorx to its classification

as marginal shall be cancelled.

RULE 18. If, at the end of a proration period,
a marginal proration unit has produced more than
the total allowable for the period, assigned to
a non-marginal unit gf like deliverability and
acreage, the marginal unit shall be reclassified
non-marginal and its allowable and net status
adjusted accordingly. (If the unit has been
classified as marginal for one proration period
only, or a portion of one proration period only,
any underproduction cancelled as the result of
such classification shall be reinstated upon
reolassificatlion back to non-marginal status.
Al)l uncompensated-for overproduction aceruing to
the unit while marginal shall bs chargeable upon
reclassification to non-mearginal.)

RULE 19. A proration unit containing a well which
has been reworked or recompleted shall be classified
non-naryginal as of the date of reconnaction of the
well to a pipeline until such time as production
data, deliverability data, or other avidence as

o the unit'‘s producling ability indicates that the
unit should be classified marginal.

RULE 20. All proration units not classified marginal
hail be classified non-marginal.

(%) That said Special Rules for the Blanco Mesavaerde

Pool are hereby amended by the addition of the following
Special Rule 21 (A):

"YU MY A 939 P. Q09
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RULE 21 (A). The monthly gas production from each
well shall be metared saeparately and the gas produc-
tion therefrom shall be reported to the Commission
on Form CT1ll5 in accordance with Rule 1115 of the
Commission's Rules and Regulations, so as to

reach the Commission on or before the 24th gay

of the month next succeeding the month in which

the gas reported was produced. The operator shall
Show on such report what disposition has been made
of the gas prcduced. The sum of the production from
both wells on tha proration unit shall also be
reported for multiple-well units.

{(10) That said Special Rules for the Blanco Mesavexde
Pool are hexeby amended by the addition of the following
Spacial Rule 23: 2 :

RULE 23. Failure to comply with the provisions

of this order or the rules contained herein shall
result in the cancellation of allowable assigned

to the affected proration umit. No further allowable
shall be assigned to the affected unit until a1l
rules and regulations are complied with. The
Secretary~-Director shall notify the operator of

the unit and the purchasar, in writing, of the

date of allowable cancellation and the reason
therefor. _

(11) That jurisdiction of this cause is retained for
the entry of such further orders ag the Commission may deem
necessary. .

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

STATE OF NEW MEXICO
OIL CONSE ION COMMISSION

! .. ! W

TI. ‘R. TROUOJILLO, Chairman

ALEX J. ARMIJO, Member

44 (e ),

A. L. PORTER, Jr., M ar & Secretary
S EAL

dx/
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IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE’PURPOSE OF
CONSIDERING:

CASE NO. 8606
Order No. R-8013

APPLICATION OF DOYLE HARTMAN FOR
SIMULTANEOUS DEDICATION AND
COMPULSORY POOLING, LEA COUNTY,
NEW MEXICO.

ORDER OF. THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 8 a.m. on July 2,

1985, at Santa Fe, New Mexico, before Examiner Gilbert P.
Quintana.

NOW., on this___20th day of August, 1985, the Division
Director, having considered the testimony, the record, and

the recommendations of thé Examiner, and being "fully advised
in the premises,

FPINDS THAT:

(1) Due public notice having been given as required
by law, the Division has jurisdiction of thls cause and the

subject matter thereof.

(2) The applicant, Doyle Hartman, seeks an order
pooling all mineral interests from the surface to the base
of the Jalmat Gas Pool underlying the NW/4 of Section 8§,
Township 24 South, Range 37 East, NMPM, Lea County, New
Mexico, forming a previously approved lé60-acre non-standard
spacing and proration unit in the Jalmat Gas Pool.

(3) The applicant proposes to simultaneously dedicate
said gas proration unit to his existing E. E. Jack Well No.
1 located 1980 feet from the North line and 660 feet from
the West line (Unit E) of said Section 8 and his proposed
E. E. Jack Well No. 5 to be drilled at a standard location
within said unit.

(4) Marilyn A. Tarlton, interest owner in the subject
proration unit and trustee of the surviving trustor's trust

of the Lortscher Family Trust, dated Novemt
‘has not agreed.to the drllllng of said EF”E UHcE“We No.

8
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(5) Ev1dence was presented showing that an operating
agreement entitled, "Operating Agreement", dated January
16, 1951, coverirng the subject unit area, was entered into
by and between Howard Hogan, operator, and Charles T.
Scott, Harold S. Russell, Herbert J. Schmitz, and F. D.
Lortscher, non-operators.

(6) Said operating agreement was modified December
15, 1954, by an agreement entitled, "Modification of
Operating Agreement" and was entered into by and between
R. Olsen, operator, and the same non-operators in Finding
No. (5) above,

(7) The applicant,; Doyle Eartman, controls 66.667
percent of the subject proration unit, including the titles

of Howard Heogan, R. Olsen, Herbert J. Schmitz, and Charles
T. Scott, Jr.

(8) Marilyn A. Tarlton controls the title of F. D.

Lortscher, which is 20 percent of the subject proration
unit.

{9) Ms. Tarlton contends that the applicant, other
interest owners, and herself are governed by the operating
agreements in Findings Nos. (5) and (6) above, hereafter
referred to as the "Agreements.'

(10) The "Agreements" have provisions for the drilling
of additional wells on the subject proration unit, including
provisions for non-consent.drilling risk penalties, drilling
supervision charges, and production supervision charges.

(ll). The applicant failed to provide evidence to refute
that the'"Agreements" are not binding and do not govern the
operation of the subject proraticn unit.

(L2) Because of a lack of evidence to the contrary, it
appears that the "Agreements" are current binding operatlng
agreements for the subject proration unit, having provisions
governing those issues to be addressed in compulsory pooling

cases obviating the need for such a hearing in this case.

(13) The compulsory pooling portion of this application
should be denied. .

(14) The simultaneous dedication portion of this'appli—
cation should be approved, provided the proposed new well
'is drilled under the provisions of the "Agreements."

0130508
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IT IS THEREFORE ORDERED THAT:

(1) The portion of the application of Doyle Hartman
seeking an order:pocling all mineral interests from the
surface to the base of the Jalmat Gas Pool underlying the
NW/4 of Section 8, Township 24 South, Range 37 East, NMPM,
Lea County, New Mexico, is hereby denied.

(2) The prev10usly approved l160-acre non-standard
gas proration unit, comprising the NW/4 of said Section 8,
shall be simultaneocusly dedicated to the proposed E. E. Jack
Well No. 5 and the applicant's E. E. Jack Well No. 1 located’
in Unit E of 'said Section 8 provided the E. E. Jack Well No.
5 is drllled under the terms of the "Agreements.“

(3) Jurlsdlctlon of this cause is 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

R. L. STAMETS
Director

SEAL

£4/

0130510
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GALLEGOS LAW FIRM

A Professional Corporation

460 St. Michael’s Drive

Building 300 L/7b/"/ //Vjé
Santa Fe, New Mexico 87505 / )

Telephone No. 505-983-6686

Telefax No. 505-986-1367

Telefax No. 505-986-0741 MICHAEL J. CONDON

February 27, 1996

HAND-DELIVERED

William J. LeMay, Director

New Mexico Oil Conservation Division
2040 South Pacheco Street

Santa Fe, NM 87505

Re: Administrative Application of Meridian Oil Inc. for Administrative Approval of
an Unorthodox Well Locations for its Rhodes B Federal Well No. 4 and No. 7
Lea County, New Mexico

Dear Mr. LeMay:

This office represents Doyle and Margaret Hartman, d/b/a Doyle Hartman, Oil
Operator and James A. Davidson. Mr. Hartman has previously written you objecting to
Meridian’s improper and proposed Administrative Application for an unorthodox Rhodes
gas well location by his letter dated January 24, 1996. Mr. Hartman has written a
subsequent letter dated February 26, 1996, confirming the objection and responding to
Meridian’s letter of February 20, 1996. Texaco, by letters dated February 2 and 26, 1996,
has already notified the OCD of its objection to Meridian’s proposed application.

As the correspondence already demonstrates, the matters raised by Meridian's
Application and the objection of Hartman and Texaco are sufficiently complex as to require
that the OCD set this matter for hearing rather than consider the application
administratively. At present, based upon documentation Meridian has provided, it is
unclear whether the Rhodes B Federal No. 7 is an oil well or a gas well. If Meridian has a
gas well, the location for the well is clearly unorthodox and effects Hartman’s and Texaco’s
acreage and development in Section 23, T-26-S, R-37-E. If the well is an oil well,
additional concerns are raised. In any event, the same zone at issue in Meridian's
application is already dedicated to the Rhodes “B” Federal No. 1 oil well. We join in
Texaco's objection to Meridian’s attempt to circumvent OCD rules and regulations based on
any private agreement, especially where Texaco, the other party to the agreement,
disputes Meridian’s characterization.

The OCD presently has before it applications from both Texaco and Hartman
seeking force pooling as to the SW/4 of Section 23, T-26-S, R-37-E, Lea County, New



William J. LeMay
February 27, 1996
Page 2

Mexico, Cases Nos. 11475 and 11476. Meridian’s proposed Rhodes B Federal No. 7 well
is located in Section 26 just 330" south of the north line. The location of this well will
necessarily affect development in Section 23.

Please be advised that Hartman and Davidson oppose consideration of Meridian's
Application administratively or without hearing. Please accept this letter as a request that
Meridian’s Administrative Appiication be set for hearing and consoiidated with Cases iNo.
11475 and 11476, which are currently set for hearing on March 21, 1996. | would also
appreciate it if you would provide this office with copies of any and all correspondence
regarding the Meridian Application.

If you need any additional information, please feel free to contact me.
Very truly yours,
GALLEGOS LAW FIRM, P.C.

MICHAEL J. CONDON

MJC:sa

cc.  Doyle Hartman
Carolyn Sebastian
William F. Carr (via telecopy)
Tom Kellahin {via telecopy)
Leslyn M. Swierc
James A. Davidson

ioc. J.E. Gallegos



