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February 28, 1996

Meridian Oil, Inc,,
P.O. Box 51810
Midland, Texas 79710-1810

Attn: Donna Williams

Administrative Order NSL-*****

Dear Ms. Williams:

Reference is made to your applications dated December 21, 1995 for the following two
unorthodox "gas" well locations in the Rhodes- Yates-Seven Rivers (Oil) Pool, and the supplement
correspondence regarding same from Meridian Oil, Inc. dated January 29, 1996, February 1, 2,
and 20, 1996, and from Texaco Exploration and Production Inc. dated February 2, 1996 and
Doyle Hartman, Oil Operator dated January 23, 24, and 31, 1996:

- Rhodes "B" Federal Well No. 4 to be
drilled 330 feet from the North line
and 1470 feet from the West line
(Unit I) of Section 27; and,

- Rhodes "B" Federal Well No. 7 to be
drilled 2418 feet from the South line
and 553 feet from the East line (Unit
C) of Section 26.

Both well locations are in Township 26 South, Range 37 East, NMPM, Lea County, New
Mexico.

The circumstances involved in this matter are somewhat unique in nature, complicated
contractually, and is based on existing poolwide practices; therefore, since both wells are
proposed and expected to be classified as gas wells in an established "oil pool" then both will be
subject to Division General Rules 506.A and 104.C(1)(a).

It is proposed and appropriate to dedicate to the No. 4 well a standard 40-acre tract
comprising the NE/4 SE/4 (Unit I) of said Section 27 and the No. 7 well will likewise have
dedicated to it a standard 40-acre tract comprising the NE/4 NW/4 (Unit C) of said Section 26.
Pursuant to said Rule 104.C(1)(a) development wells in defined oil pools shall be spaced on 40-
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acre tracts with well locations to be no closer than 330 feet to any boundary of such tract.
Further, pursuant to said Rule 506.A each of the aforementioned 40-acre tracts shall be permitted
to produce only that volume of gas equivalent to the applicable limiting gas-oil ratio multiplied
by the top unit oil allowable for the pool. For the Rhodes-Yates-Seven Rivers (Oil) Pool the top
unit oil allowable is 80 barrels of oil per day and the limiting gas-oil ratio is 10,000 cubic feet
of gas per barrel of oil, as established by Division Order No. R-520, dated August 12, 1954, or
800 MCF of gas per day.

Both applications have been duly filed under the provisions of Rule 104.F of the General
Rules and Regulations of the New Mexico Oil Conservation Division ("Division"), revised by
Division Order No. R-10533, issued by the Oil Conservation Commission in Case 11,351 on
January 18, 1996. Furthermore, it should be noted that the No. 4 well encroaches only the 40-
acre tract to the north, the SE/4 NE/4 (Unit H) of said Section 27, and the No. 7 well encroaches
only the 40-acre tract to the west, the NW/4 NW/4 (Unit D) of said Section 26, both tracts of
which the gas rights are controlled by Meridian Oil, Inc. Proper notification was therefore
provided under Rule 104.F(3)(a) since Meridian itself in this instance is the "affected party".

By the authority granted me under the provisions of Division General Rule 104.F(2), both
of the above-described unorthodox gas well locations are hereby approved.

Sincerely,

William J. LeMay
Director

WIL/MES/kv

cc: Jerry Sexton, District Supervisor - Oil Conservation Division, Hobbs
Rand L. Carroll, Legal Counsel - Oil Conservation Division, Santa Fe
U. S. Bureau of Land Management - Carlsbad '
Leslyn M. Swierc, Meridian Oil, Inc. - Midland, Texas
W. Thomas Kellahin - Santa Fe
William F. Carr - Santa Fe
Michael J. Condon, Gallegos Law Firm - Santa Fe
Doyle Hartman, Oil Operator - Midland, Texas
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DOYLE HARTMAN
Oil 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 Oil 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), concemning 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, I first thought that we had
retumned to the days of King John, the Sheriff of Nottingham, and Kings Jobn’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 an 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
Davyidson 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-§, R-37-E. Since it is the goal of an operator to
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
nccessary 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, coupled 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 gannot at this time agrec 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 {0 be
drilled 660’ north of the south line of the Section 23,

Very truly yours,

DOYLE HARTMAN, Gil Operator

Doy Q=

Doyle Hartman
DH/cb
Enclosures
cc: Mr. Michael J. Stogner Mr. James A. Davidson
Chief Hearing Officer P.0. Box 494
Oil Conservation Division Midland, Texas 79702
2040 South Pacheco
Santa Fe, New Mexico 87505
Mr, Daniel S. Nutter Leslyn Swierc, CPL
105 E. Alciante Meridian Oil 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.0. Box 2208
Attn: J.E. 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 Locations for its Rhodes B Federal Well No. 4 and Mo. 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 rcferred 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.)

P.O. Box 51810, Midland, Texas 79710-1810, Telephone 915-688-6800
3300 N. "A" St., Bidg. 6, 79705-5408
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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 |. 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 |
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 described 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...” {
7
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.)
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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
fracts 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.l & 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 Pool 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 poels. 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 Qil Poo! 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 Apreement 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
Cocllivn, the gas wulls drilled in ehe Rhades Oil Daal kavs besn sansistont with that program. (£00 pormito
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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New Mexico Department of Energy,
Minerals and Natural Resources
2040 South Pacheco

Santa Fe, New Mexico 87503

Re:  Applications of Meridian Oil Inc. for Administrative Approval of Unorthodox
Well Locations for its Rhodes B Federal Wells 4 and 7

Dear Mr. LeMay:

This is the response of Texaco Exploration and Production Inc. ("Texaco") to the letter of
Leslyn M. Swierc, Senior Landman of Meridian Oil Inc. dated February 20, 1996 concerning
. the above-referenced applications. '

As stated by Ms. Swierc, Meridian filed applications for administrative approval of
unorthodox well locations for its Rhodes B Federal Wells No. 4 and 7 on December 21,
1995. A copy of Meridian's applications are enclosed for your easy reference. As you can
see, these applications fail to meet the requirements of the Oil Conservation Division Rule
104 which was in effect on that date and accordingly cannot be approved by the Division.

On January 29, 1996, Ms. Donna J. Williams wrote Texaco stating Meridian had failed to
notify Texaco, an offset operator, of these unorthodox locations. At Texaco's request, I
objected to these locations by letter filed at the Division Santa Fe office on February 2, 1996
and requested these applications for unorthodox well locations be set for hearing on March
21, 1996. Copies of Ms. Williams letter to Texaco and Texaco's objection to these locations
are enclosed herewith.
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Ms. Swierc responded for Meridian to our objections, and apparently an objection to these
locations from Doyle Hartman Oil Operator, by writing the Division on February 20, 1996,
providing her interpretation of the Rhodes Unit Agreement and a March 13, 1944 Side
Agreement between the predecessors in interest of the current parties to this dispute. She
also argued other selected facts concerning the history of the development of this area.

Texaco does not agree with Ms. Swierc's interpretation of these documents nor with her
interpretation of the other facts set forth in her letter of February 20, 1996. Furthermore,
Texaco objects to the ex parte manner in which Meridian has elected to pursue this matter
with the Division. What Meridian requests is that the Division deny Texaco (and Hartman)
a hearing on these unorthodox locations. They also apparently contend that private
agreements override the duties of the Oil Conservation Division as set forth in the Oil and
Gas Act. Both positions are legally incorrect.

Texaco Exploration and Production Inc. hereby renews its objection to the unorthodox well
locations of the Meridian Oil Inc. Rhodes B Federal Wells No. 4 and 7 and request that these
location requests be set for hearing before a Division Examiner on March 21, 1996. To deny
this request would violate Texaco's due process rights and furthermore would make a
mockery of the Oil Conservation Division's duty to protect correlative rights.

By copy of this letter, Texaco Exploration and Production Inc. is requesting that Meridian
Oil Inc. make Ms. Williams and Ms. Swierc available from Meridian to testify and be cross-
examined at the March 21, 1996 Examiner hearing. A response to this request is requested
by March 1, 1996.

Very truly yours,

it

WILLIAM F. CARR

ATTORNEY FOR TEXACO EXPLORATION AND PRODUCTION INC.
WEC:mlh

Enclosures



CC:

W. Thomas Kellahin, Esq. (Via Hand-Delivery)

Kellahin & Kellahin
117 North Guadalupe Street
Santa Fe, New Mexico 87501

Mr. Ronald W. Lanning

Texaco Exploration and Production Inc.
Post Office Box 3109

Midland, TX 79702

Doyle Hartman Oil Operator
3811 Turtle Creek Blvd., Suite 730
Dallas, TX 75219

Michael Condon, Esq. (Via Hand-Delivery)
Gallegos Law Firm

460 St. Michael's Drive

Building 300

Santa Fe, New Mexico 87501



- GENT BY:QDS . 9-1-96 : 8:45 : TEXACO E & P INC.- 5059836043:% 3/ 9

MERIDIAN QIL

December 21, 1995

Mr. Michael Stogner

il Conservatian Division
2040 South Pacheco

Santa Fe, New Mexico 87505

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

Rhodcs ‘B’ Fedcral Well No. 7
330" FNL & 1470’ FWL
Sec. 26, T26S, R37E

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

Mr. Stogner:

Meridian Oil Inc. regpectfully request approval for two non-standard locations on the
praoposed abave referenced new drill locations. This is pursuant to the request by the District Office
in Hobbs. These were intended te be standard locations, but upon the staking, it was discovered to
have topographic problems due to powerlines, pipelines, ete.

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

ac -

Donna J. Williams
Regulatory Complinncc

P.0. Hox 51810, Midland. Texas 797 10-1810, Telephone 915-688-6800
30O N. A" 51 Bidy. 6, 73705-5406
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7 OPERATOR CERTIFICATION]

1 hereby centlly that the informatlon contained hereln is
tue and romplete 1w the best af my knowledge and belief i

MU —

Siganiure .
},

Donna Willfams
Printed Nume

Requlatory Compliance

10/23/95

Pute

“SURVEYOR CERTIFICATION

1 hereby rentify that the welt location shown on Yds plat
was plotted fram field rotes of actual sarveys made by
e or uader my superdiion. and Hat ihe same & irua
and carrect 10 the best of my bellyf,

OCTUBER 18, 1995

Daie of Survey
Sigratvee and Scal of B

\.
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TEXACO E & P INC. -
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DIRECTIONS:

RHOOES 0" FEDERAL
1Y FSL & %57 1B,
SEON Z, TBS R E

N EEET TRV 4

 lanwiee ard

¢

FROM THE INTERSECTION OF NEW MEXICO HIGHWAY 18 AND NEW MEXICO HIGHWAY 128 IN JAL, NEW MEXICO, GO SOUTH ON
NM. HWY 18 FOR 6.9 MILES, THEN TURN RIGHT ON TO AN EXISTING LEASE ROAD AND GO 0.1 MILES, THEN TURN LEFT ON

TO AN EXISTING LEASE ROAD AND GO 1.1 MILES TO LOCATION.

G Laughlin-Simmons of Texas

HIDLAND DISTRICT OFFICE
(91 6991238

In State TOLL FREE 1
1~800-242-3628

P4 BOX 1757
MIBLAND, TEXAS 79702

~ PAVED HIGHWAY
EXISTING LEASE ROAD

NOTE = REASED 10=12-45:
MOVED LOCATION

MERIDIAN OIL INC.
RHODES “B* FEDERAL No. 4

ROAD MAP AND DIRECTIONS

1{EA COUNTY, NEW MEXICO

dater OCTOBER 15, 1995  scater
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1) fux (980, flablia, NN 88241-(984
Disteict 11

10 Deawee DD, Artesin, NN §8211-0719
Plarict 111

1000 Ria liraros Rd., Azice, NM 87410
District 1V

XY tinw 20RR, Sunia Fe, NM R7804-2088
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State of New Mexico
tneryy, Mincruds & Nulurs! Kosumeces iepartanent

TEXACO E & P INC. =

OIL CONSERVATION DIVISION

PO Box 2088

Santa Fe, NM 87504-2088

oUodgsbuad# (7

Form C-102

Revised February 21, 1994
Instructions on back

Submit 1o Appropriate Distriet Office
State Lease - 4 Copies

Fee Lease - 3 Copies

[C] AMENDED rREPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

" APl Nuwisr ! Pouil Cude ? Junl Newe ,
833810 Rhodes Gas Posl
“ I'vaperty Cude $ Pruperty Nuuie * Well Number
17608 RHUDES <B‘ FEDERAL 7
YOGRIN Ne. ! Operatar Nume * Flevatiaa
26485 MERIDIAN OIL INC. 2994
" Surface Location
Ul.ar lnt no. | Sectinn | “Tuwnship | Ronge Lot Ldn Feud fenmn the Narth/Suath fine Feel Irom the FasyWest line Covaty
c 26 26 8§ 37 E 330 NORTH 1470 WEST LEA
' Bottom Hole Location If Different From Surface
UL or [t ne. | Sectiun | Tawnship | flange Lt Lefs Feef (rom the NorihiSouth fine Feet frow the Fasi/Weal fine Coualy
9 Dediested Acrea| ' Jalat or Infill }  Cunsofidatlon 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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17 OPERATOR CERTIFICATION

{ liereby cenify that e information conigined herein is
trve undd ceamplete to the best of my knowledge and belief

Slignate

")
Printed Nume
Regulatory Compliance

10/23/95

Date

BSURVEYOR CERTIFICATION

f liereby certlfy thal te well location shovn o Wil play
was plalted from field nates of aciual zurveys made by
me or wader my supervision, and that the some ly true
and correvt to the best of my belief.

OCTUBER 18, 1993

Daie of Survey
Signature and Seal

o

NOTE = REMSED 10-19-45%:
MOVED LOCARIGH
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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.

PAVED HIGHWAY
____________ EXISTING LEASE ROAD

WO ~ REWSED 10-20-85%

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

ROAD MAP AND DIRECTIONS

@ L aughlin-Simmons of Texas
KIDLAND DISTRICT OFFICE )
o 2 LEA COUNTY, NEW MEXICO

In State YOU. FREE 1

1~800-242-3029
PO 80X 1737
MIDLANIL TEXAS 79702 dater OCTOBER 15, 1995  scaler
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9 Laughlin-Simmons of Texqs

MULAND DISTRICT DFFICE
1D £99-1239
In State TOUL FREE .
1-600-242-3028
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HIBLM®, TEXAS 79702
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NOTE - REWISED
NOVED LOCATION

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

PROPOSED ACCESS

LEA COUNTY, New MEXICO

dater OCTOBER 15, 1995 scaler 1"=2000°
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MERIDIAN OIL

Junuary 29, 1996

Texaco Exploration & Production Inc.
Box 3109
Midland, Texas 79702

RE: Request for a Non- Standard Location(s)

Rhodcs B Federal Well No. 4
2418’ FSL. & 55 FEL,

Scc. 27, T268, R37E

l.ea Connty, New Mexicn

Rhodes B Federul Well No, 7
330’ FNL & 1470' FWL

See. 26, T26S, R}7E

Lea County, New Mexico

Ludics & Gentlemen:

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

) Lo

Donna J. Williams
Regulatory Compliance

P.0O. Box 51810. Midland. Texas 797 10-1810, Telephone 9145-6888-6800
300N A" St Bldg. 6, 79704 5406



CAMPBELL, CARR & BERGE, ra.

LAWYERS

MICHAEL B. CAMPBELL ' JEFFERSON PLACE
WILLIAM F. CARR
BRADFORD C. BERGE

SUITE | - 110 NORTH GUADALUPE
POST OFFICE BOX 2208
MICHAEL H. FELDEWERT SANTA FE, NEW MEXICO 87504-2208

TANNIS L. FOX
TANYA M. TRUJILLO

PAUL R. OWEN TELECOPIER: (505) 983-6043

TELEPHONE: (505) 988-4421

JACK M. CAMPBELL
OF COUNSEL

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 87505

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 Mexico

Rhodes B Federal Well No. 7

330' FNL & 1470' FWL

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



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 each location be set for
hearing before a Division Examiner on March 21, 1996.

Very truly yours,

William F. Carr
Attorney for
Texaco Exploration and Production Inc.

WEC/ke
cc:  Ronald W. Lanning

Michael J. Condon, Esq.
W. Thomas Kellahin, Esq.
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DOYLE HARTMAN
Oil Operator

February 28, 1996

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

Attn: Michael J. Stogner
Chief Hearing Officer

Re: Unorthodox Location
Meridian Qil 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 Menidian’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
NMQCD'’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 oil pool” located on a 40-acre proration unit, which well classification

200 TURTLE CREEK CENTRE /3811 TURTLE CREEK BLVD / DALLAS, TEXAS 75219-4421
(214) 520-1800  (214) 520-0811 FAX
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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 ynorthodox Rhodes “B”
Federal No. 7 Rhodes Yates-Seven Rivers Oil Pool 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 youss,

DOYLE HARTMAN, Oil Operator

JAVIYIR 5 Vo ol

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
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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 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 Mashbum
Steve Hartman
Cindy Brooks

d003/005
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D STAT # ‘ céﬂ |VN ] Explres: December 31, 1991

02/28/96  18:28
.02/ ,

DEPARTMEN: OF THE T ST e S
BUREAU OF LAND MAN Lo yeg aEYVICN BR2AM |LC p30174-8
APPLICATION FOR PERMIT TO OR D EPEN S 17 WNDIAN. ALLOTIRN G FHIBE Nawe
Ia. TYPEZ OP WORK
DRILL (¥ DEEPEN (O T UM senEEGE R
b, YYPRGF WELL
oL watz orAKa oRe e O B. eARMORLOAT MAbt STLL 1.
3. WiwE GF GPRRATOR i , Rhodes 'B' Federal # 7
Meridian 01l Inc. 9. aNvalem,
J. ADORIES wr© TR MO
P.0. Box $1810 Midland, Texas 79710-1810 915-688-6943 30, 7IELy aRD POOL Om WHBCA¥
4 xo'l:;:rx?:«ov wELL (Report Iceation eleatly and In accordance with ady Btate requirements?) - Rhodes m\i SR
. | S
330" FNL & 1470 FWL L{ J, C b iVt s e
At propoeed prod. sone '
: i Si26, 1265, RIE c
T4 PIBTANCE IN MILEE AWD DTRECTION TgOW NEARERT TUWN QR POST OFFICK® (@ 12. COURY O PasisR | 13, 8T3TE
6.8 miles soyth of Jal, New Mexico - Lea NM
10. DIATANCE FAONM PROPUSRO® 38, NO, OF 4CBES IX LEASE 17. X0, OF ACa2D AS8IQNED
0 TRIB WELL

LOCATION TO NEAREST
FROPENTT OR LEASE LINS, 330° 160

(Also to nearest Arlg. ulll ive, If anyt
T8 p1814¥Ce FROM IROTOSED LOCATION® 19, PHOPOSED DEPTH "30. ROTARY OR CABLE TOOLS
10 NBEAREST WELL, DRILLING, ccllruﬂb
o ArrUIED FOR, ON YHIS LRADL, PT. Unk. 3150° Rotar e
30, ¥VATIoNs (Show whether DF, BY. G, et=) 2, aPPROX. DATE WORK WJILL SFaRT®
2994' Upon Approval
. PROPOSED CASING AND CEHENTING FROGRAM
312 OF HOLE : ORADG 2B OF Caling WRICHT I'ER POOT SETTING DEPTH QUANTITY Of CEMENT
12 1/4" 8 5/8" 284 550" 300 sxs?ggu- LATE ,
7.7/8" 4. 172" 11.64 3150° 650 sxs(TE BACK

Approval for driltling only -- CANNOT produce
until Non-Standard Location is apprc:-ed a

;,.-.

Nat 1a Potash Area

Not in Prafrie Chicken Area

Hydrogen Sulfide Plan s attached

Notice of Staking submitted on October 6, 1995

Contact Person: Donna Williams, 915-688-6943
OPER. OGRIDNO.__ A& H Q5
PROPERTYNO._ /22 K &t
PoOL CODE__ 5 2251/ -

EFF. DATE
apiNo.__3D-D25-33 249

[N ABOVE SPACE DI ROPUSED PROGRAM: {f propasal s o deepea, give dita on present productive zone and proposed now productive zoac. If propotal it to drill or
deopen direcdonally, Pve pedd data on subsurfars jocations and measured and que veaical depehs. Give bloweout proventer program, i€ any.

24,
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seraovis oary —GENERAL-REQUIREMENTS AtD

Appllcarisn aprroval dacs st warrant ac cord by diat the agplicant holds legal er equitsble titte & tose righ In the ubjet leme which weuld entide %'Mg ‘SW
' ATTACHED

72
re:

rri

L

56, WY 45 ) 92
A

ONDITIONS OF APPRAVAL, (F ANY:

-
T I Vel = SISTANT AREA [Lrisised
APPROVED BY /¢/ Yelandna Vong ) AS > - . DATE ROV 30 1%
*See Instructions On Reverse Side
Title {8 U.S.C. Section 1001, makes it 3 crime (or any pargson knomngly end willfully 10 make 1o any department or agency of the (

Uaited States any false, lictitious or fraudulent statements or representations 82 to any meticr within its jurisdietion.
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“Distelet 11 Instructions on back
10 Deawer DD, Artarla, NM 88211-0719 OIL CONSERVATION DIVISION Submit te Appropriate Distriet Qffice
l)lslr‘kl."l PO Box 2088 State Lease - 4 Capies
1000 Rie Brazos Rd,, Ardec, NM #7410 Santa Fe, NM 87504-2088 ) . Fee Lease - 3 Copies

Dixteiet IV
1Y) Iiox 2088, Sente Fe, NM A7504.20RR

WELL LOCATION AND ACREAGE DEDICATION PLAT

[[] AMENDED REPORT

" AP Nummber ! Poaf Cadle ? funf Nume
30 -025-3324¢ 8381652250 Rhodes Gas—peot | ~SR
‘ Iroperty Code ! Praperty Naine * Wl Number
17608 RHODES “B* FEDERAL 7
YOCRID No, : ! Operatur Nuate * Flevating
26485 ' MERIDIAN OIL INC. 2994
_ 1 Surface Location )
Ul. oe Iut ge. Sectinn Townuship | Range Tat [dn Feet fram the Nuell/Sovth fine” Peet fruen the Fast/Weat lne . Caunty
c 26 26 8 37 € 330 NORTH 14790 WEST LEA
' Bottom Hole Location If Different From Surface
UL or lof ate. Sectlon | Township Range Lat du Fect front the Narth/South {Ine Feet feum the [arg/Went line County
% Dedicated Acref ® Jolnt or IafUl { ' Consalidatinn Code | " Order No.

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED
OR AW-ANDARD UNIT HAS BEEN APPROVED BY THE DIVISION B

NP 80,1 0 ch, ——
[ ! w] {'7 OPERATOR CERTIFICATION
i} { 1 herebiy centify that the Infarmarlon erniained herein &s
1 1470’ G } trvie and complete 1o the best of my knawledge and betief
I
: Y |
: y 4 |
4. J l
e ——— L |
g X ; :‘]f { 2| fpnotyl
v 3 ! €,
" ; :;J] ; Printed Nume
; | 2 i Regulatory Compliance
-i Il i ) I | Ttle .
: ( 1 | 10/23/95
i | K] ! Dute
_.,.,..,.g.v,am.._ o ! (R - %m
'Ynd r‘ + . -* - ind. T
‘ g { SURVEYOR CERTIFICATION
| . i ’ { 1 hereby ccrtify thal the well lacotion shavn on Ods plar
: . | | was ploited from firld netes of actual sumveys made by
{ - { . me or under my supervision, and thot the same Ut teue
[ l
| { | and correct 1o e best of my beligf,
" ! l ! " OCTUBER 18, 1995
= | e e 1 | Dote of Survey
2 ) : I R R < P ;
- { i i Signsture and Seal 4
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1 i | 1
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| t |
1 I {
! I : (
| : | .-
: ( . 2,
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NOVED (LOCATON

0z0@ NYHRI¥YH <+« SYD ¥ 1Jy0d3¥ TIO BRBCS €6 S0SEY 60:2T 96/L%/20



()04/005

02/28/96 18:37 ©12145200811 Hartman Oil . s e VO
TWatedel T lustructions an bacp
10 Drawee DU, Ariesls, NM B3215-07(9 OIL CONSERVATION DIVISION Submit 1o Appropriate Distriet Office
Matelet 110 PO Box 2088 State Lease - 4 Copies
100¢ Rie Druzos Rd., Ardec, NM 87400 Santa FC, NM 87504-2088 : ‘ Fee Lease - 3 Copies
Disteict IV
1D Max 2088, Senta Fe. NM 87504-2088 (C] AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PILLAT

P APE Nutiber ? e Cde T Ponl Nuime
3D -p25-3324% 83830 52250 Rhodes Gas—poot- Y —STR
* Prapenty Code ! Property Nene * Well Nomher
17608 RHODES *B* FEDERAL 7
"OGRID Na, ’ ' Operatne Nuute * Flevating
26485 . MERIDIAN OIL INC. 2994
_ 1 Surface Localion
Ul ve Int pe. Section Townahip { Range Tot [dn Feet fraq the North/Saoth line” feet from the Fast/Wesnt line - Caunty
C 26 26 § 37E 330 NORTH 1470 VEST LEA
" Bottom Hole Location If Different From Surface
UL or fof pa. Scetion | Township | Range Lot lda Feet front the Narth/South fine Feel frum the a1/ Wet fine Couaty
9 J)elicuted Acres| ¥ Jolnt o [alill | ' Cansalidating Codo | " Order No.

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED

ORAN -S ANDARD UNIT HAS BEEN APPROVED BY THE DIVISION
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DOYLE HARTMAN
Oil Operator

3811 Turtle Creck Blvd.,, Suite 730
DALLAS, TEXAS 75219
(214) 520-1800 Office / 520-0811 Fax

FAX COVER SHEET
WE%WM DATE AND TIME OF TRANSMISSION

.] COMPANY FAX NUMBER

NNLC O

From:

NAME

Reference:

SUBJECT

The information contained in this facsimile message is confidential and
intended solely for the use of the individual or entity named above. If the
reader of this message is not the intended recipient, or the employee or agent
responsible for delivering it to the intended recipient, you are hereby notified
that any dissemination, distribution, copying, or unauthorized use of this
communication is strictly prohibited. If you have received this facsimile in
error, please notify the sender immediately by telephone, and return the
facsimile to the sender at the above address via the United States Postal
Service.

Message:

Page: of
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MERIDIAN OIL Yo

FA- X 8 7 - (ondor

January 29, 1996

/'3/—%

Doyle Hzrtman Qil Operatars
$00 N. Main
Midland, Texas 79701

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

Ladies & Gentlemen:

In reviewing my requests, I realized that ] failed to notify your company as an offset
aperator, FPlease find attached a copy of the request that was flled with the OQil Conservation Divisivu
in Santa Fe, New Mexico. Iapologize 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.

Regulatary Compliance

[ V30

d

EXHIBIT "B"

P.O. Box 51610, Midland, Texas 78710-1810, Telephcne 815-688.6800
3300 N. “A" 5t., Bldg. 6, 78705-5406
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GALLEGOS LAW FIRM

A Professional Corporation ﬁ e @ ar

460 St. Michael’s Drive FER 2 2 1005
Building 300

Santa Fe, New Mexico 87505 0il Conservation i
Telephone No. 505-983-6686 LONServation Division

Telefax No. 505-986-1367
Telefax No. 505-986-0741 MICHAEL J. CONDON

February 28, 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:

I am writing to follow-up my letter of yesterday to raise additional issues which have
recently come to light conceming Meridian’s above-referenced application. We believe that
the facts of this case require setting Meridian’s application for public hearing.

Meridian’s application was originally filed with the OCD on December 21, 1995. A
copy of the original C-102 filed with the application pertaining to the proposed Rhodes “B”
Federal No. 7 well is attached as Exhibit A. As you can see, Meridian initially sought
application for an unorthodox location for this well as a Rhodes Gas Pool well on 160-acre
spacing.  One solution to this situation would be to treat the Meridian well as if it were in
the Rhodes Gas Pool (if it is a gas well) subject to that pool's specifications and
requirements.

Meridian failed to provide notice by certified mail pursuant to Rule 104.F(4) to Doyle
Hartman and James A. Davidson. When Hartman leamed of the Meridian well, he wrote
Meridian by letter dated January 24, 1996, a copy of which was sent to you. Meridian
responded by letter dated January 29, 1996, recognizing that it “failed to notify your
company as an offset operator.” A copy of the January 29, 1996 letter from Donna J.
Williams to Doyle Hartman Qil Operator is also enclosed as Exhibit B. Meridian has yet to
provide Hartman with notice of the application for an unorthodox location by certified mail
advising Hartman that any objection must be filed in writing within twenty days from the day
notice was sent as required by Rule 104 of the OCD rules. Hartman did, nonetheless, file
an objection to Meridian’s application by letter dated to the OCD January 24, 1996.

We leamed yesterday for the first time that Meridian’s drilling application has
already been amended. A copy of the amended application for form C-102 is attached as



William J. LeMay
February 28, 1996
Page 2

Exhibit C. The amended form, which is not designated as an amended form, crosses out
the words “gas pool” on pool name and substitutes Rhodes Yates Seven Rivers Pool. The
amended form also reflects that the well is to be drilled on 40-acre spacing rather than 160-
acre spacing as originally intended. We did not receive notice of this amendment from
Meridian. Instead, we found it during a review of NMOCD's Hobbs office records.

As Mr. Hartman has indicated in his letter of February 27, 1996, there is an
indication that the Rhodes “B” Federal No. 7 well is already producing even though it was
approved for drilling only, and was not to produce until the Non-Standard Location is
approved. To our knowledge, such approval is not yet forthcoming, and it is our position
that such approval or disapproval should await the outcome of a public hearing.

Finally, it should be noted that although Meridian sought to proceed under
administrative application rules based upon alleged topographical concerns, the limited
documentation supplied by Meridian indicates that the unorthodox location selected is
actually closer to an existing pipeline than an orthodox location on the same proration unit
precisely because of the proposed unorthodox location.

Again, we request that this matter be set for public hearing, that Meridian be
required to comply with applicable notice rules, that we be provided in the future by
Meridian with any and all amendments to its application, and that Meridian be required to
comply with all applicable rules and regulations concemning the placement and operation of
their well. Thank you for your time and attention.

Very truly yours,
GALLEGOS6 LAW FIRM, P.C.

ON

MJC:sa

Enclosures

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

ioc. J.E. Gallegos



' GALLEGOS LAW FIRM

A Professional Corporation

460 St. Michael’s Drive

Building 300 / / 7
Santa Fe, New Mexico 87505 L / 7 5/
Telephone No. 505-983-6686 Z /

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 ‘_ | .

475 and 11476. Meridian’s proposed Rhodes B Federal No. 7 well

26 just 330" south 6f the north line. The location of this well will
23.

Mexico, Cases Nos.
is located i Sectlof
necessarily @ffect development in Secti

Please be advised that Harian and Davidson oppose consideration of Meridian's
Application admlmstratlvely or without hearing. Please accept this letter as a request that
Meridian's Administr ication be set for hearing and consolidated with Cases No.
11475 and 11476, which are currently set for hearing on March 21, 1996. | would also
appreciate it if you would provide this office with ooples of any and all correspondence
regarding the Meridian Application.

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

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



of Doyle Hartman and

Margaret Hartman, d/b/a Doyle Hartman,

Qil Operator, for compulsory pooling, Lea

County, New Mexico. .
Applicant seeks an order pooling all mineral interests in the SW/4 of Section 23, Township

26 South, Range 37 East for all formations developed on 160-acre spacing. Said unit is to be

dedicated to a well to be drilled at a standard location 1980 feet from the South line and 660 feet

from the West line of said Section 23 and drilled to the Rhodes Yates-Seven Rivers Gas Pool.

Also to be considered will be the cost of drilling and completing said well and the allocation of

the costs thereof, as well as actual operating costs and charges for supervision, designation of

applicant as operator of the well and a charge for the risk involved in drilling said well. Said area

- is located approximately 5 miles south-southeast of Jal, New Mexico.

CASE 11477:
In the matter of the hearing called by the Oil Conservation Division upon its own motion to consider:
The creation of the following pools in Lea County:

East Bilbrey-Delaware Pool in Township

21 South, Range 33 East;

North Bilbrey-Delaware Pool in Township

21 South, Range 32 East;

Hat Mesa-Wolfcamp Pool in Township 20

South, Range 33 East;

South Nadine-Yates-Seven Rivers Pool in

Township 19 South, Range 38 East;

Ojo Chiso-Wolfcamp Gas Pool in Township

22 South, Range 34 East;
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MERIDIAN OIL

February 20, 1996

Mr. William J. LeMay, Director

New Mexico Qil Conservation Division
2040 South Pacheco Strest

Santa Fe, New Mexico 87505

-

Re:  Administrative Applications 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:

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, mow “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
Star, 443, 443, 450 as amended...” “All oil, gas, natural gasoline, and associated fluid
hydrocarbons in fands 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 ares.)

P.0). Box 51810, Midiand, Texas 797 10-1810, Telephone 815-688-6800
3300 N. “A™ St., Bidg. 8, 79705-5406
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Mr. William LeMay
Fcbruary 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...”

“Grdup 2. Oil in any and all sands at or above a depth of 4,000 feet...”
“Group 3. All unitized substances bclow 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 agrcements...except insofar as said [eases, 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 miade 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 described in Exbibit ‘A’ of the Side Agreement.) The Side
Agreement states further that “Either party (The Texas Company, Columbian Carbon
Company & Amerada Petroleum Corporation - collectively called “Scller” and El Paso
Natural Gas Company - “Buyer”) shall have the right to drill a well on any forty (40)
acre tract...on said fands (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 fect...”

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 fands 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.)
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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 Qil Pool and Rhodes Gas Pool were delineated
by the New Mexico Qil Conservation Division. (See Attachment E for the acreage included in the
Rhodes Qil Pool and Rhodes Gas Pool and the Order approving same.) Rule 104.C allows the drilling of
oil wells within the Rhodes Qil Pool on forty (40) contiguous surface acres with spacing of 330' from the
governmental quarter-quarter section or Iot 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 Agrecment), has consented that gas wells in either pool will be drilled using forty (40) acre oil well
locations. In addition, this gas and otl 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 eack 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 Federat No. 1 is
located in the Rhodes Oil Pool and is subject to the spacing rules of the Rhodes 0il 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 Agrecment 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 drilied 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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Mr. William LeMay
February 20, 1996
Page 4

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 lcase 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.
J

Leslyn M~Swierc, CPL

Senior Landman

LMS/cs

Enclosures

cc: Mr. W, Thomas Kellahin Don Davis
Santa Fe, New Mexico Chris Settle
Mr. William F, Carr Albert Billman
Santa Fe, New Mcxico Mike Metcalf

Doyle Hartrnan Donna Williams
Dallas, Texas :




CAMPBELL, CARR 8 BERGE, r.A.

LAWYERS

MICHAEL B. CAMPBELL JEFFERSON PLACE
WILLIAM F. CARR
BRADFORD C. BERGE

SUITE | - 110 NORTH GUADALUPE

POST OFFICE BOX 2208

MICHAEL H. FELDEWERT SANTA FE, NEW MEXICO 87504-2208
TANNIS L. FOX
TANYA M. TRUJILLO

PAUL R. OWEN TELECOPRPIER: (5053) 983-6043

TELEPHONE: (505) 988-442|

JACK M, CAMPBELL
OF COUNSEL

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 87505

Re:  Application of Meridian Oil 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 Mexico

Rhodes B Federal Well No. 7

330' FNL & 1470' FWL

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



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 each location be set for
hearing before a Division Examiner on March 21, 1996.

Very truly yours,

o

William F. Carr
Attorney for
Texaco Exploration and Production Inc.

WFC/ke

cc:  Ronald W. Lanning
Michael J. Condon, Esq.
W. Thomas Kellahin, Esq.
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JACK M. CAMPBELL
OF COUNSEL

February 2, 1996

HAND DELIVERED

William J. LeMay, Director

01l Conservation Division

New Mexico Department of Energy,
Minerals and Natural Resources

2040 South Pacheco Street

Santa Fe, New Mexico 87505

Re:  Application of Meridian Oil 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 Mexico

Rhodes B Federal Well No. 7

330' FNL & 1470' FWL

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



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 each location be set for
hearing before a Division Examiner on March 21, 1996.

Very truly yours,

sl od

William F. Carr
Attorney for
~ Texaco Exploration and Production Inc.

WEFC/ke

cc:  Ronald W. Lanning
Michael J. Condon, Esq.
W. Thomas Kellahin, Esq.
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) DOYLE HARTMAN
Oil Operator
3811 TURTLE CREEK BLVD., SUITE 730
DALLAS, TEXAS 75219

(214) 520-1800
(214) 520-0811 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
: 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 Habbs 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 tumed into the gas sales
line as an actively-producing Rhodes Yates-Seven Rivers interval well.
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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 Meridian’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)

~©p
wpdocs\corresp.dh\rhodesb. 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. Algiante
Santa Fe, NM 87050
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Michael J. Stogner
February 27, 1996
Page 3

1E. 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 Mashbum
Steve Hartman
Cindy Brooks
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NEW MEXICO ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT

Mike Stogner

From: Mike Stogner
To: Jerry Sexton
Subject: Meridian - Rhodes NSL Applications
Date: Friday, February 23, 1996 3:02PM

Please read over the attach rough draft order and make any comments, changes, or additions you feel
appropriate. Thanks. < <File Attachment: NSL-RHOD > >

/WZL fi%m%///;;/

ot A ik,
S

OFFICE OF THE SECRETARY - P.O. BOX. 4429 - SANTA FE, NM 87505-6429 - (505) 827-5950
ADMINISTRATIVE SERVICES DIVISION - p. 7 @3F840h - SANTA 1, NM 875056429 - (505) 827-5925
ENERCY CONSERVATION AND MANAGEMENT DIVISION - P. O. BOX 6429 - SANTA FE, NM B7505-6429 - (505) 827-5900
FORESTRY AND RESOURCES CONSERVATION DIVISION - P.O. BOX 1948 - SANTA £E, NM 87504-1948 - (505) 827-5830
MINING AND MINERALS DIVISION - P.O. BOX 6429 - SANTA FE, NM 87505-6429 - (505) 827-5970
OIL CONSERVATION DIVISION - P. O, BOX 6429 - SANTA FE, NM 87505-6429 - (505) 827-7131
PARK AND RECREATION DIVISION - P. O. BOX 1147 - SANTA FE, NM 87504-1147 - (505) 827-7465
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DOYLE HARTMAN,,, conser. . on ivisios

Oil Operator RELL.VED

February 26, 1996

Mr. William J. LeMay

New Mexico Oil Conservation Division
2040 South Pacheco

Santa Fe, New Mexico 87505

Re: Unorthodox Location
Meridian Oil 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, I 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 an 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 requesied 16G-acre unorthodox gas weil 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 to
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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Page 2

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, coupled 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-§, 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 respectfuily request that all three cases be joinily 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

Do

Doyle Hartman
DH/ch
Enclosures
cc: Mr. Michael J. Stogner Mr. James A. Davidson
Chief Hearing Officer P.0. 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 Oitl 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
Atm: J.E. Gallegos Santa Fe, New Mexico 87504-2208

Michael J. Condon
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DOYLE HARTMAN

Oil Operator
3811 TURTLE CREEK BLVD., SUITE 730
DALLAS, TEXAS 75219 2 ST
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January 24, 1996 | 4
L - N PT D 1o CONSERVATION Divigian ;A
William J. L.eMay, Director
Energy and Minerals Department
Oil Conservation Division
P.O. Box 2088
Santa Fe, New Mexico 87504-2088 _
Re: Texaco Exploration & Production, Inc.
Compulsory Pool Application
SW/4 Section 23
T-26-S,R-37-E

Lea County, New Mexico

Gentlemen:

We are in receipt of Texaco's compulsory-pooling application covering interests (both oil & gas) as to three separate-sized
tracts corresponding to the SW/4 Section 23, T-26-S, R-37-E, and Texaco's proposal to drill a 3250-foot Yates well at a
location consisting of 660FSL and 660' FWL of Section 23, T-26-S, R-37-E.

After a careful review of Texaco's recent application, we believe that Texaco's application is either deficient as to Texaco's
stated reason for drilling it's proposed well (oil or gas), and/or is premature by its inclusion of the E/2 SW/4 and NW/4SW/4
as part of a force pooling application. It appears that Texaco is presently asking that compulsory pooling orders be granted
as to three different tract sizes (40 acres, 80 acres, 160 acres).

If it is Texaco's intent to drill and complete a Rhodes oj] well, the spacing for such a well is 40 acres and the E/2 SW/4 and
the NW/4SW/4 Section 23 most certainly should be ¢xcluded from any requested compulsory pooling order. Conversely, if
Texaco expectes to obtain a gas well, the application needs to clearly make such a statement and should request that only
gas-well rights (and most certainly not oil and casinghead gas rights) be included as part of a compulsory pooling order.

So that each affected party will be afforded the opportunity to properly prepare for any compulsory pooling hearing and not
be ambushed on hearing day, Texaco is obligated to state in its application it's true and complete purpose for drilling it's
proposed well including the expected well classification and gas-oil ratio. At best, Texaco's application is highly brief and
vague as to Texaco's intended purpose for drilling its proposed well. Moreover, Texaco's written proposal to Hartman and
Davidson indicated that a well of pot greater than 100,000-to-1 GOR (IP=500-1000 MCFPD and 10 BPD of liquids) is the
expected well outcome which means that Texaco's application should cover only 40 acres (SW/4SW/4 section 23). We
therefore request that no hearing date be set for Texaco's application until a comprehensive and accurate application has been
filed by Texaco that provides all affected parties with precise information necessary to properly and thoroughly evaluate
Texaco's position and prepare for any resulting compulsory pooling hearing.

Very truly yours,

DOYLE HARTMAN

Dy

Doyle Hartman

DH/jb
wd2:0cd123



CcC:

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 Mashburn
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

Mr. Steve Hartman
500 North Main
Midland, Texas 79702
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OIL CONSERVATION DIVISION :DIL CONSERVATION DIVIZIC™

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 attomeys, 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 devélopcd-on 160-acre spacing, in thé'W/?*S‘WM 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. | 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




Yates-Seven Rivers Gas Pool.

3. Applicant has sought and been unable to obtain either voluntary agreement for
pooling or farmout from certain 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 the 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-fer-Applicant to recover 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,
Page 2



Application,
Page 3

Respectfully submitted,

CAMPBELL, CARR & BERGE. P.A.

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

ATTORNEYS FOR TEXACO EXPLORATION
AND PRODUCTION INC. :
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OIL REPORTS January 17, 1996

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 f#4
1980/N & 2310/W Red Tank 2418/S & SS3/E Rhodes

Rot 9000 Bone Spring Rot 3150 Yates Seven Rivers

APL #30-025-33246 _ API #30-025-33248

Sec 26 T26S R37E 6 mi SE Jal
MERIDIAN OIL INC Rhodes B Federal #7
330/N & 1470/W Rhodes

Rot 3150 Yates Seven Rivers

API #30-025-33249

khdkkkhkhkhhkkhhhhkhkhkhdhhkdkbkkhhhhrrhhhbhrhd ok khk

REMEDIAL WORK NOTICES:
Sec 2 T18S5 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
' API #30-025-06029

khkhkkhkhkhkkkkhkkhkhkkkkhkhkhkkhkhhkhkkkrkhhk ok dhkhdkkdkokk

OIL REPORTS -2- January 17, 1996

P . . o . o



I, DONNA WILLIAMS, DO HEREBY CERTIFY THAT A COPY OF THE APPLICATION WAS
FILED WITH THE FOLLOWING ON JANUARY 29, 1996.

Doyle Hartman Oil Operators Texaco Exploration & Production Inc. -
500 N. Main Box 3109
Midland, Texas 79701 Midland, Texas 79702
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GALLEGOS LAW FIRM

A Professional Corporation

460 St. Michael’s Drive
Building 300

Santa Fe, New Mexico 87505
Telephone No. 505-983-6686
Telefax No. 505-986-1367

Telefax No. 505-986-0741 W£MEL J. CONDON
e o &R?‘\,

January 31, 1996

AN'S 1 1996
HAND-DELIVERED 0il Cone '
William J. LeMay, Director Onservatip, Divizion
New Mexico Oil Conservation Division
2040 South Pacheco Street
Santa Fe, NM 87505 [ 1+ 2

Re: Application of Texaco Exploration and Production, Inc. for Compulsory
Pooling, Lea County, New Mexico

Dear Mr. LeMay:

Enclosed for filing please find Hartman’s Cross-Application for Compulsory Pooling
and Objection to and Motion to Dismiss the Application of Texaco Exploration and
Production, Inc. for Compulsory Pooling. Please file this under the same case number
assigned to Texaco’s Application. As | have previously indicated in correspondence, we
would appreciate it if this matter could be continued from its present February 22, 1996
setting. | still have not heard from Texaco regarding their position on a continuance, but
hope to hear something shortly. We believe that the parties shall be given ample time to
try to work out an agreement before force pooling proceedings take place.

If you have any questions, please feel free to contact me.
Very truly yours,

GALLEGOS LAW FIRM, P.C.

MICHAEL J. CONDON

MJC:sa

Enclosure

cc. Doyle Hartman
Carolyn Sebastian
William F. Carr (w/enclosures)
Buddy Davidson

ioc: J.E. Gallegos
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IN THE MATTER OF THE APPLICATION JAN 51 1995

OF TEXACO EXPLORATION AND

PRODUCTION INC. FOR COMPULSORY il Cciservation Division

POOLING, LEA COUNTY, NEW MEXICO. No. /1Y /G

HARTMAN'S CROSS-APPLICATION FOR
COMPULSORY POOLING AND OBJECTION TO
AND MOTION TO DISMISS THE APPLICATION OF TEXACO
EXPLORATION AND PRODUCTION, INC. FOR COMPULSORY POOLING

Doyle Hartman and Margaret Hartman, d/b/a Doyle Hartman, Oil Operator
(herein "Hartman"), apply to the New Mexico Oil Conservation Division ("NMOCD")
pursuant to NMSA 1978 Section 70-2-17, for an Order pooling all mineral interests in the
SWI/4 of Section 23 for formations developed on 160-acre spacing, and creating a 160-acre
Rhodes Yates-Seven Rivers gas proration unit covering the SW/4 of Section 23, T-26-S, R-
37-E, NM.P.M., Lea County, New Mexico. Hartman concurrently serves this Objection to
the application of Texaco Exploration and Production Inc. (“Texaco”) for Compulsory
Pooling, Lea County, New Mexico,” filed with NMOCD on or about January 16, 1996, and
moves to dismiss Texaco’s Application. As grounds for this Cross-Application, Objection,
and Motion to Dismiss, Hartman states as follows:

1. Hartman is a working interest owner in the SW/4 of Section 23 and
has the right to drill thereon. Hartman requests designation as operator of a 160-acre

proration unit consisting of the SW/4 Section 23 and requests simultaneous dedication of



this proration unit to a Rhodes Yates-Seven Rivers gas well to be located 1980° FSL and
660" FWL Section 23. Applicant proposes to drill this gas well and test any and all
formations from the surface to a depth of 3,300, which depth shall be adequate to test the
Yates-Seven Rivers Gas Pool interval. The acreage at issue in this Cross Application is
identical to that at issue in Texaco’s Application.

2. Hartman leamed on January 24, 1996, that Meridian Qil, Inc. filed an
Application for Non-Standard Location for its Rhodes “B* Federal Well No. 7, located in
Section 26, T-26-S, R-37-E.  This well, which Meridian has apparently already drilled, is
located only 330 feet from the North line of the Section which represents the southern
boundary of Section 23.

3. Because of Texaco’s proposed location of 660° FS}L and 660° FWL of
Section 23, Hartman objects to Meridian's Rhodes “B” Federal No. 7 application. Hartman
is an offset operator to the Meridian Rhodes “B” Federal No. 7 well, but was not given
notice of the proposed well or the Application as required by Rule 104 of NMOCD Rules
and Regulations. Based on available information, the circumstances of the Rhodes “B”
Federal Well No. 7 do not qualify under Rule 104(F)(1) or (2), nor are there any
circumstances which justify consideration or approval of this proposed well without notice
and hearing as required by NMOCD Rule 1201 and due process requirements. See Uhden

v. New Mexico Qil Conservation Commission, 112 N.M. 528, 817 P.2d 721 (1991). A copy

of Hartman’s letter of January 24, 1996 objecting to Meridian's Application, is attached

hereto as Exhibit “A.”



4, The Meridian Rhodes “B” Federal Well No.,7 was apparently drilled
on a Texaco lease covering Section 26. Thus, to the extent that Texaco's proposed
development in Section 23 is necessary to avoid drainage caused by the operation of the
Rhodes “B" Federal Well No. 7, the drainage problem was created and acceded to by
Texaco pursuant to an agreement between Texaco and Meridian, the total scope and terms
of which are unknown to Hartman but which are relevant and material to NMOCD’s
consideration of Texaco’s Application and Hartman'’s Cross-Application.

5. James A. (Buddy) Davidson, another working interest owner in the
SW/4 of Section 23, has also objected, by letter dated January 25, 1996, to Texaco's
application and the proposed Rhodes “23” Fed. Com. No. 1 location consisting of 660° FSL
and 660" FWL Section 23. Hartman received Texaco’s force pooling application on
January 22, 1996.

6. Texaco's AFE for the proposed Rhodes “23" Fed. Com. No. 1 well
estimates total drilling costs of $185,000. This AFE is not in line with normal and customary
costs of drilling a Yates-Seven Rivers well in this area, and is substantially less than drilling
costs which Texaco has recognized and charged for other wells Texaco recently drilled in
this area as part of its 1993 infill drilling program in Texaco’'s Rhodes waterflood projects
located in Sections 21, 22, 26, 27, and 28, T-26-S, R-37-E.

7. Texaco’s application is deficient, vague, ambiguous, and fails to
comply with notice requirements established by NMOCD Rules and Regulations. It is

unclear from Texaco’s Application if Texaco intends to drill and complete a Rhodes oil well



or a Yates-Seven Rivers gas well. Spacing for oil wells in Lea County for the drilling depth
proposed by Texaco is 40 acres. If Texaco intends to drill and complete an oil well, no
acreage other than the SW/4 SW/4 of Section 23 should be included in any requested
compulsory pooling order. Texaco’s Application is also deficient, vague and ambigudus to
the extent that it seeks pooling for formations developed on 80-acre spacing in this area.

8. Texaco's Application does not adequately protect Hartman's
correlative rights, avoid drilling of unnecessary wells, or adequately prevent waste.
Texaco’s Application, if approved, would unnecessarily diminish Hartman's interest in the
SW/4 of Section 23.

S. Hartman's proposed well is geologically more optimum for the
proposed 160-acre proration unit, and better able to affect drainage of the entire proration
unit than Texaco’s proposed Rhodes “23" Fed. Com No. 1 location, which is located in
close proximity to the southern border of the proposed proration unit and in close proximity
to both Meridian’s unorthodox Rhodes “B” Federal Well No. 7 and Texaco’s long-time
Rhodes “B” Federal No. 17 Rhodes-Yates water injection well.

10. Hartman has not had sufficient time to obtain either voluntary
agreement for pooling or farm out from certain interest owners in the SW/4 of Section 23 or
to ascertain whether this Cross-Application is opposed. Texaco first proposed drilling in
November, 1995. Hartman will shortly submit an AFE and a proposed Communitization
Agreement and Operating Agreement to other working interest owners and seek their

approval for drilling under this cross-application.



11.  Hartman's proposed pooling of interests will prevent waste, avoid
unnecessary drilling of wells, and will protect the correlative rights of all interest owners in
the SW/4 of Section 23.

12.  In accordance with NMOCD Rule 104(C)(2)(iv), Hartman is notifying
those offset operator parties set forth on Exhibit “B,” attached hereto, and the parties to be
force pooled by this Application.

WHEREFORE, Hartman requests that this application be set for hearing
before a duly appointed Examiner of the Oil Conservation Division. Due to the relatively
recent development of plans regarding this property, Hartman requests that Texaco's
Abplication and this Cross-Application be set on a March docket to allow the parties time to
negotiate and study the proposed plans and, after notice and hearing as required by law,
that the Division enter its Order (a) pooling the -Iands subject to the provisions and
conditions in Hartman’s Cross-Application, including provisions for Hartman to recover its
costs of drilling, equipping and completing the well, its cost of supervision while drilling and
after completion, including overhead charges, and imposing a risk factor for the risk
assumed by Hartman in drilling, completing and equipping the well, and (b) dismissing

and/or denying Texaco’s Application.



Respectfully submitted,

460 St. Michael's Drive - Bldg. 300
Santa Fe, New Mexico 87505
(505) 983-6686

Attorneys for Applicant
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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 leamed
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
counsisting of 330" FNL and 1470' FWL of Section 26, as a direct offsetting operator, we have received no notice 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 Poo! 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 be given to all offsetting and potentially affected operators.

Very truly yours,

DOYLE HARTMAN

l z @J— EXHIBIT A

Doyle Hartman

DH/ib
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Mr. Jerry Sexton, Supervisor

New Mexico Oil 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
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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, NNM.P.M., Lea County,

New Mexico, and in support thereof states:

1. Texaco isa 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,

—— -
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Yates-Seven Rivers Gas Pool.

3. Applicant has sought and been unable to obtain either voluntary agreement for
pooling or farmout from certain 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 the 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 Qil 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'icant to recover 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.

Santa Fe, New Mexico 87504
Telephone: (505) 988-4421

ATTORNEYS FOR TEXACO EXPLORATION
AND PRODUCTION INC.
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OIL REPORTS January 17, 1996
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 AP1 #30-025-33248

Sec 26 T26S R37E 6 mi SE Jal
MERIDIAN OIL INC Rhodes B Federal #7
330/N & 1470/W Rhodes

Rot 3150 Yates Seven Rivers
AP1 #30-025-33249

khkkkkhkhkhhkhkhkhhkhhkRkhkbhkhkkhkbkhhkhhbhhkrhkdkhkhbkt st hhd

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
' API #30-025-06029

*********************************************

OIL REPORTS -2- January 17, 1996
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(3) All Counties except Lea, Chaves, Bddy, Roosevelt, San Juan, Rio Arriba 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 governmental 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, mors or less, subgstantially in the form of a square which
is s 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-guarter section or
subdivision inper boundary.

c. ACREAGE AND WELL LOCATION REQUIREMENTS FOR DEVELOPMENT WELLS

(1) 011 Wells, All Counties.

{a)

Dnless otherwise provided in special poocl rules, each development well for
a defined oil pool shall be located on a tract consisting of approximately
40 surface cootiguous 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 sor closer than 330 feet to the nearest well
drilling to or capable of producing from the same pool, provided however, anly
tracts comitted to active secondary recovery projects shall be parmitted more
tban four wells.

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

(a)

(b)

Gas Wells. Unless otherwise provided in special pool rules, each development
well for a defined gag pool in a formation younger than the Wolfcamp formation,
or in the Wolfcamp formation which was created and defined by the Division
prior to November 1, 1975, or in a Pennsylvanian age or clder formation which
vas 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 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 thas 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 deflined
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 quarter sections of a single

c-5



OFFSET OPERATORS

Meridian Qil, Inc. Texaco Exploration and Production, Inc.
Building 6 Post Office Box 3109
3300 North A Street Midland, Texas 79702

Midland, Texas 79705
Permok Qil, Inc.

J. McShane Inc. 4050 Pennsylvania

Post Office Box 968 Suite 340

Monahans, Texas 79756 Kansas City, Missouri 64111
AMOCO Production Co. Atlantic Richfield

Box 3092 Box 2819

Houston, Texas 77253 Dallas, Texas 75221

Oryx Energy

Post Office Box 2880

Dallas, Texas 75221

WORKING INTEREST OWNERS

Texaco Exploration and Production, Inc. James E. Burr

Post Office Box 3109 3803 Wedgewood Ct.
Midland, Texas 79702 Midland, Texas 79707
James A. Davidson Ruth Sutton

Post Office Box 494 ' 2826 Moss Avenue
Midland, Texas 79702 Midland, Texas 79705
Larry A. Nermyr Delphia Lorene Fletcher
HC-57 3803 Cimmaron

Box 4106 Midland, Texas 79707

Sidney, Montana 59270

EXHIBIT B



GALLEGOS LAW FIRM ECEIVE U
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460 St. Michael’s Drive ’

Santa Fe, New Mexico 87505
Telephone No. 505-983-6686

Telefax No. 505-986-1367 '
Telefax No. 505-986-0741 MICHAEL J. CONDON

January 23, 1996

HAND-DELIVERED

William J. LeMay, Director

New Mexico Oil Conservation Division
2040 South Pacheco Street

Santa Fe, NM 87505

Re: Application of Texaco Exploration and Production, Inc. for Compulsory
Pooling, Lea County, New Mexico; Section 23, T-26-S, R-37-E

Dear Mr. LeMay:

This office represents Doyle and Margaret Hartman d/b/a Doyle Hartman, Oil
Operator. We received on January 22, 1996, a copy of Texaco’s Application with respect
to the above-referenced matter. A copy of the first page of the Application is attached.
We understand that the case is currently scheduled on OCD’s February 22, 1996 Docket.

We are writing to request that this matter be continued to at least the next hearing
docket, after February 22, and that OCD allow for one (1) full day for the hearing.
Hartman was recently involved in litigation with Texaco arising out of Texaco’s operation
of the Rhodes Yates Waterflood in Section 22, T-26-S, R-37-E, Hartman v. Texaco, Cause
No. SF 93-2387(C). A jury in that case found that Texaco's waterflood operation had
caused injected water to escape out of zone (the same Yates Formation in which Texaco
proposgs to complete this well) and flood out Hartman’s Bates lease to the north.
Evidence in that case established that there are known uphole waterflows in the general
area with pressure gradients above 1 psi per foot. For over twenty years, Texaco has
injected water into the pay zone in the section directly offsetting the tract in which Texaco
proposes to drill this well. Hartman is concerned, based in part upon evidence introduced
by Texaco at that trial, that the waterflood operation may have impacted the area of the
proposed well here.

Preliminary work shows that, based at least in part on Texaco’s waterflood, the
current geology of the pay zone and the area is highly complex and unusual. Hartman
requires additional time to study Texaco’s proposal and prepare for hearing on this
matter. Moreover, additional time would allow the parties an opportunity to determine if
this matter can be resolved without force pooling.



William J. LeMay
January 23, 1996
Page 2

| attempted to contact Texaco’'s counsel, Bill Carr, to determine if Texaco would
agree with the requested extension. Mr. Carr was unavailable when | called. | will be
back in the office on Thursday, January 25, 1996, and will hopefully speak with Mr. Carr
at that time.

Thank you for your cooperation in this matter. If you have any questions, please
feel free to contact me.

Very truly yours,

GALLEGOS LAW FIRM, P.C.

o /Ml | Ld

MICHAEL J. GONDON

MJC:sa

Enclosure

cc: Doyle Hartman
Carolyn Sebastian
William F. Carr



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

(214) 520-1800
{214)$20-0811 FAX

January 24, 1996

CERTIFIEDR MAIL - RETURN RECEIPT REQUESTED

William J. LeMay, Director
Energy and Minerals Department
Qil Conservation Division
P.O. Box 2088
Santa Fe, New Mexico 875042088
Re: Texaco Exploration & Production, Inc.
Compulsory Pool Application
SW/4 Section 23
T-26-S, R-37-E
Lea County, New Mexico

Gentlemen:

We are in receipt of Texaco's compulsory-pooling application covering interests (both oil & gas) as lo three séparate«sized
tracts corresponding to the SW/4 Section 23, T-26-S, R-37-E, and Texaco's proposal to drill a 3250-foot Yates well at a
location consisting of 660FSL and 660' FWL of Section 23, T-26-§, R-37-E.

After a careful review of Texaco's recent application, we believe that Texaco's application is either deficient as to Texaco's
stated reason for drilling it's proposed well (oil or gas), and/or is premature by its inclusion of the E/2 SW/4 and NW/4SW/4
as part of a force pooling application. It appears that Texaco is presently asking that compulsory pooling orders be granted
as to three different tract sizes (40 acres, 80 acres, 160 acres).

If it is Texaco's intent to drill and complete a Rhodes pjl well, the spacing for such a well is 40 acres and the E/2 SW/4 and
the NW/4SW/4 Section 23 most certainly should be gxcluded from any requested compulsory pooling order, Conversely, if
Texaco expectes to obtain a gag well, the application needs to clearly make such a statement and should request that only
gas-well rights (and most certainly not oil and casinghead gas rights) be included as part of a compulsory pooling order.

So that each affected party will be afforded the opportunity to properly prepare for any compulsory pooling hearing and not
be ambushed on hearing day, Texaco is obligated to state in its application it's true and complete purpose for drilling it's
proposed well including the expected well classification and gas-oil ratio. At best, Texaco's application is highly brief and
vague as to Texaco's intended purpose for drilling its propased well. Moreover, Texaco's written proposal to Hartman and
Davidson indicated that a well of not greater than 100,000-to-1 GOR (IP=500-1000 MCFPD and 10 BPD of liquids) is the
expected well ovicome which means that Texaco's application should cover only 40 acres (SW/4SW/4 section 23), We
therefore request that no hearing date be set for Texaco's application until a comprehensive and accurate application has been
filed by Texaco that provides all affected parties with precise information necessary to properly and thoroughly evaluate
Texaco's position and prepare for any resulting compulsory pooling hearing.

Very truly yours,
DOYLE TMAN

Doyle Hartman

DH/fb
wd2:0cd123
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CAMPBELL, CARR 8 BERGE, r.A.

LAWYERS
MICHAEL 8. CAMPBELL JEFFERSON PLACE
WiLLIAM F. CARR SUITE | - 110 NORTH GUADALUPE

C. BERGE
8RADFORD POST OFFICE BOX 2208

MICHAEL H. FELDEWERT SANTA FE, NEW MEXICO 87504-2208
TANNIS L. FOX TELEFPHONE: (505) 988-442|
TANYA M. TRUJILLO
PAUL R. OWEN . TELECOPIER: {505) 983-6043
JACK M. CAMPBELL
OF COUNSEL
January 16, 1996

ECEIVET
HAND-DELIVERED 4 H
JAN | 61223

William J. LeMay, Director
Oil Conservation Division OIL CONSERVATION DivisioN

New Mexico Department of Energy,
Minerals and Natural Resources
2040 South Pacheco Street

Santa Fe, New Mexico 87505

Re: Application of Texaco Exploration and Production Inc., for compulsory
pooling, Lea County, New Mexico ‘

Dear Mr. LeMay:

Enclosed in triplicate is the Application of Texaco Exploration and Production Inc., in the
above-referenced case as well as a copy of a legal advertisement. Texaco Exploration and
Production Inc., respectfully requests that this matter be set for hearing before a Division
Examiner on February 22, 1996.

Your attention to this request is appreciated.

Very truly yours,

oAU

WILLIAM F. CARR

WFC:mlh

Enclosures

cc:  Mr. Ron Lanning (w/enclosures)
Texaco Exploration and Production Inc.
Post Office Box 3109
Midland, TX 79702
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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. CASENO.
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, N.\M.P.M., Lea County,
New Mexico, and in support thereof states:

l. 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,



Yates-Seven Rivers Gas Pool.

3. Applicant has sought and been unable to obtain either voluntary agreement for
pooling or farmout from certain 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 the 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 Applicant to recover 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,
Page 2



Applicat,'ou'
Age 3
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From

Energy & Mln%ls
OIL CONSERVATION DiVISI
P 0 Box 1980
Hobbs NM 882471

Telephone Number ____(505) 393-6161

[0 For Your Files . 0 Prepare a Reply for My
_ Signature
O For Your Review and
Return O For Your Information
O Fos Your Handling (O Fer Your Approvai
;@{s‘ Per Your Request O For Your Signature
0O Please Advise : [0 For Your Attention

5 paes
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JAMES A. DAVIDSON
Qil & Gas Properties
P.O. BOX 494

MIDLAND, TEXAS 79702
(915) 692-6892 — OPFICE
4948472 ~ AESIOENCE

January 25, 1996

Meridian 01l Inc.
Building Six

3300 North “A"
Midland, TX 79705

Attention: Mr. Don Davis
Regional Landman

RE: Meridian-Rhodes "B #7
Unit C-8ec.26, 26-8, 37-E,
Lea County, NM

Gentlemen:

1t 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 Saction 23, 26-S, 37-E. I am one of the owners of the Dublin lease and 1
wags not notified of the application to drill., I have checked 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 1 have not been contacted at all as an offset
leasehold owner.

Very truly yours,
James A. Davidson

JAD:ler /
¢e: r. Jerry Sexton ~ N.M.0.C.D.-Box 1980-Hobbs, NM 88241-1980
' Mr. Doyle Hartman-Dallas



