JAMES BRUCE
ATTORNEY AT LAW

POST OFFICE BOX 1056
SANTA FE, NEW MEXICO 87504

SUITE B
612 QLD SANTA FE TRAIL
SANTA FE, NEW MEXICO 87501

(505) 982-2043
(505) 9822151 (FAX)

June 18, 1998

Hand Delivered

Michael E. Stogner

0Oil Conservation Division
2040 South Pacheco Street
Santa Fe, New Mexico 87505

Dear Mr. Stogner:

Pursuant to Division Rulel 104 .F.(2), Costilla Energy, Inc.
("Costilla") applies for administrative approval of an unorthodox
gas well location for the following well:

Funk "49" Well No. 1

1650 feet FSL & 1080 feet FWL

S¥% §33, Township 16 South, Range 26 East, NMPM
Eddy County, New Mexico

The well will be drilled to test the Morrcw formation {(POW-Morrow
Gas Pool), at an approximate depth of 8500 feet. A Form C-102 for
the well is attached as Exhibit A. Well spacing is 320 acres, with
wells to be no closer than 1650 feet to the end boundary or 660
feet to the side boundary of the well unit, and no closer than 330
feet to a quarter-quarter section line.

The proposed location is based upon topographical reasons.
Attached as Exhibit B are two plats of the area. As you can see,
the well is located in Artesia. The well's original location was
orthodox, 1650 feet FSL and 1980 feet FWL. However, that location
is in the parking lot of the maintenance building of the Artesia
city dump. The dump is located to the north and south of the
proposed well; there is an industrial complex to the south of the
well; and to the east of the dump and the proposed well are a
number of mobile homes. As a result, Costilla moved the well to
the west of its preferred location.

The working interest owners in the E¥% §32-16S8-26E and the N¥ §5-
17S-26E are listed on Exhibit C. DMNotice was given to the interest
owners, as shown on Exhibit D.




This application is submitted in duplicate. Please call me if you
need anything further regarding this matter.

Very truly yours,

Huss e

ames Bruce

ttorney for Costilla Energy, Inc.
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DISTRICT I

P.0. Dom 1960, Robba, HN 88841 -1050

DISTRICT II
P.0. Druwer DD, Artosis, NM 38811-071%

DISTRICT I
1000 Rin Bremos Rd., Astec, NM 87410

DISTRICT IV
£0. Pan £008. Santa Fo, NM 875042088

State of New Mexico
Baergy, Mincrals and Netaral Resouroes Dopartment

Form C-102

Rovined February 10. 1984
Subtmit to Appropriate District Office

Btate loagse ~ 4 Coplea
Fes lasse — 8 Coples

OIL CONSERVATION DIVISION

P.0. Box 2088
Santa Fe, New Mexico 875042088

{3 AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

APl Number Pool Code Pocsl Name
Property Code Property Name Vell Number
FUNK " 49" 1
OGRID No. Operator Neme Elevation
COSTILLA ENERGY, INC. 3364
Surface Location

UL or lot No, Bection Townahip Range 1ol Idn Foet from the North/South line Poet from the Best/West line Connty

i 33 16 S 26 £ 1650 SOUTH 1080 WEST EDDY

Bottom: Hole Location If Different From Surface
UL ov lot Ne, Section Townahip Baage Lot idn Poot from tho North/South line Feet from the Bast/Went line County
Dedicated dcres | Joint or Iofilk Consolidstion Code Order No.
320

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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SCALE: 1" = 2000° CONTOUR INTERVAL — 10°
SEC. 33 TWP._16-S RGE._26-—F
SURVEY N.M.P.M.
COUNTY EDDY
DESCRIPTION 1650°_FSL_& 1080° FWL JOHN WEST ENGINEERING
ELEVATION 3364 HOBBS, NEW MEXICO
oPERATOR _ COSTILLA ENERGY, INC. | 393-3117
{ EASE FUNK_"49" ' EXHIBIT

U.S.G.S. TOPOGRAPHIC MAP
ARTESIA, & ESPUELA, N.M.
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SCALE: 17 = 2 MILES

SEC.__33 TWP. 16-S RGE.26~EF
SURVEY. N.M.P.M.
COUNTY. EDDY

DESCRIPTION_1650°_FSL & 1080° FWL JOHN WEST ENGINEERING
ELEVATION 3364 HOBBS, NEW MEXICO

OPERATOR  COSTILLA ENERGY, INC. (505) 393-3117
LEASE FUNK_" 49"




EXHIBIT C

Offset Interest Owners

Yates Petroleum Corporation
105 South Fourth Street
Artesia, New Mexico 88210

Attention: Douglas W. Hurlbut

John A. Yates, Individually and as
Personal Representative of the
Estate of Peggy A. Yates, Deceased

105 South Fourth Street

Artesia, New Mexico 88210

Steve Horn
203 West Wall Street
Midland, Texas 79701

Nearburg Exploration Company, L.L.C.
3300 North "A" Street
Building 2, Suite 120
Midland, Texas 79705

Attention: Michael M. Gray
Sharbro 0il, Ltd. Co.

P.O. Box 840
Artesia, New Mexico 88211

Enron Oil & Gas Company
P.O. Box 2267
Midland, Texas 79702

Attention: Patrick J. Tower



JAMES BRUCE
ATTORNEY AT LAW

POST OFFICE BOX 1056
SANTA FE, NEW MEXICO 87504

SUITE B
612 OLD SANTA FE TRAIL
SANTA FE, NEW MEXICO 87501

(505) 982-2043
(505) 982-2151 (FAX)

JdJune 18, 1998

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

To: Persons on Exhibit A
Dear Sirs:

Enclosed is a copy of an application for administrative approval of
an unorthodox well location filed with the New Mexico 0il
Conservation Division by Costilla Energy, Inc. regarding a well
1650 feet from the south line and 108C feet from the west line of
Section 33, Township 16 South, Range 26 East, NMPM, Eddy County,
New Mexico. The 8% of Section 33 will be dedicated to the well.
If you object to the unorthodox location, you must notify the
Division in writing by Wednesday, July 8, 1998 (2040 South Pacheco
Street, Santa Fe, New Mexico 87505).

Very truly yours,

ameg Bruce

Attorney for Costilla Energy, Inc.




EXHIBIT A

Offset Interest Owners

Yates Petroleum Corporation
105 South Fourth Street
Artesia, New Mexico 88210 .

Attention: Douglas W. Hurlbut

John A. Yates, Individually and as
Personal Representative of the
Estate of Peggy A. Yates, Deceased

105 South Fourth Street

Artesia, New Mexico 88210

Steve Horn
203 West Wall Street
Midland, Texas 79701

Nearburg Exploration Company, L.L.C.
3300 North "A" Street
Building 2, Suite 120
Midland, Texas 79705

Attentdion: Michael M. Gray
Sharbro 0il, Ltd. Co.

P.O. Box 840
Artesia, New Mexico 88211

Enron 0Oil & Gas Company
P.O. Box 2267
Midland, Texas 79702

Attention: Patrick J. Tower



’ l.‘%nctl '
P'Box 1980, Hobbs, NM 88241-1980

State of New Mexico
- Energy, Minerals & Natural Resources Department
District il
811 South First, Artesia, NM 88210

Form C-101

Revised October 18, 1994

Instructions on back

ubmit to Appropriate District Office

1000 Rio Brazos R, Azec, NM 87410 OIL CONSERVATION DIVISION ¢ TSI e Lone 8 Cores
Distrct IV 2040 South Pacheco <)
2040 South Pacheco, Santa Fe, NM 87505 Santa Fe NM 87505 /(\/ A[QAENDED REPORT
Q.,
APPLICATION FOR PERMIT TO DRILL, RE-ENTER, DEEPEN Ff?E 6\CK OR ADD A ZONE
10perator Name and Address { 1A f" | 20GRID Number
Costilla Energy, Inc. ™~ 0CD - ARTES /-\” 138695
P. O. Box 10369 | o
Midland, TX 79702 o : ‘Z)/L"% 4 3AP! Number
. L m1e0t ) 30-0/5-240 8
«Property Code sProperty Name sWell No.
Funk 49 1
2AAEIA
Surface Location
UL or lot no. Section Township Range Lot dn Feet from the North/South line Feet from the East/West Line County
o 33 168 26E 990 South 1980 East Eddy
:Proposed Bottom Hole Location If Different From Surface
UL orlotno. | Section Township Range Lot ldn Feet from the North/South line Feet from the East/West Line County

sProposed Pool 1

Uit PB4) Hlppsur 53097

1oProposed Pool 2

nWork Type Code 12Well Type Code 1sCable/Rotary wlLease Type Code 1sGround Level Elevation
N G R r'/ 3349
1eMultiple 17Proposed Depth 1eFormation wContractor 2Spud Date
8500 Morrow
«Proposed Casing and Cement Program
Hole Size Casing Size Casing weight/foot Setting Depth - Sacks of Cement Estimated TOC
17 112 13 3/8 544 450 450 circ
12 1/4 95/8 45# 1350 600 circ
7718 51/2 17/120# 8500 500 6000

“Describe the proposed program. If this application is to DEEPEN or PLUG BACK give the data on the present productive zone and proposed new productive zone.

Describe the blowout prevention program, if any. Use additional sheets if necessary.
New driil, will rig up 900 series Double Ram BOP from 1350' to TD.

“I hereby certify that the information given above is true and complete to the

best of my knguedq and DelEie OIL CONSERVATIO DIVLSION

Sign, ) Approved By:

Rented name! - gorréon Tite: ‘,ZujW |
Title: Regulatory Analyst Approval Date: ;/ / 5 /9 g Expiration Da(efz/ / 9 /%
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Form C-102

Revised February 10, 1994

Submit to Appropriate District Office
State Lease — 4 Copies

Fee Lease — 3 Copies

State of New Mexico

Energy. Minerals and Natural Resources Department

L.STHICT 1 .

P.0. Box 1960, Hobba, NM 882411880

DISTRICT I

P.0. Drawer DD, Artesia, NN 88211-0719

OIL. CONSERVATION DIVISION
P.0. Box 2088
Santa Fe, New Mexico 87504-2088

DISTRICT IiI v
1000 Rio Brazos Rd., Aztec, NM 87410

DISTRICT IV

0O AMENDED REPORT
P.0. BOX 2088, SANTA FE. N.M. 87504-2088 .

WELL LOCATION AND ACREAGE DEDICATION PLAT

API Number Pool Code Pool Name
Morrow
Property Code Property Name Well Number
FUNK 49 1
OGRID No. Operator Name Elevation
138695 COSTILLA ENERGY, INC. 3349
Surface Location )
UL or lot No. Section Township Range Lot Idn Feet from the North/South line Feet from the East/West line ) County
0 33 |16 S 26 E 990 SOUTH 1980 EAST EDDY
Bottom Hole Location If Different From Surface
UL or lot No. Section Township Range Lot Idn Feet from the North/South line Feet from the East/West line County

Dedicated Acres

Joint or Infill

Consolidation Code

Order No.

320

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

OPERATOR CERTIFICATION

I hereby certify the the information
contained herein is true and complete to the
best of my knowledge and belief.

. G‘Qﬁh)
1nlie s nson

Printed Name )
_Ra;ula:tor;LAnalysr._:
Title

12-16-97

Date

SURVEYOR CERTIFICATION

ﬁ////////////////7/ ﬁ,mm"mww“u,mm,m
on this plat was plotted from field notes of
/ A actual surveys wmade by wme or under my
supervison, and that the sorw ts true and
rd 1| correct to the best of my beties.
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LOCATION VERIFICATION MAP
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DESCRIPTION 990’ FSL & 1980’ FEL JOHN WEST ENGINEERING
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' OPERATOR _COSTILLA ENERGY, INC. (505) 393-3117
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SEC. 33 TWP. 16=S RGE. 26—E
SURVEY ____ N.M.P.M.
COUNTY EDDY

DESCRIPTION 890° FSL_& 1980 FEL JOHN WEST ENGINEERING
ELEVATION 3348 HOBBS, NEW MEXICO

OPERATOR_COSTILLA_ENERGY, INC. (505) 393-3117

LEASE FUNK 49




2 S
§- <
& 5
R

poot F O W ~ Morroid” Gas

County Eé/d/(/

mwusm_r;./_é Seoult Range 2C Las? NMPM
6 5 — 4 3 2-- 1
7 8 9 10 1-11 12
18 17 16 15 14 13
i
g
—-—1—19 20 21 22 23 24
H
M
30 29 28 27 26 25
31 32 33 34 -1 35 36

Ext: 72 Sec 32, 7, Sec 33 (K-gsl(, 7’/-77)




COUNTY Edd,y pooL. POl - Marroud Ga-s
TOWNSHIP / 7 Soutl, RANGEZ(pEasf . NMPM

vv’ a‘_’/v

rl" p

Descr/pf/o-n. A.Sc;‘/(:?—fBLj 3 /-77\

[
Ext Yz sec. {(R-(538,)1-5-51)




e

KELLAHIN AND KELLAHIN

ATTORNEYS AT LAW OH. CONSER\I}AT{ON D‘V

EL PATIO BUILDING

e T PHONE (505) 982-428S
W. THOMAS KELLAHIN® 17 NORTH GUADALUPE 98 JUN ég-i ) : @pg)?aa-ao‘t?
SNEW MEXICO B8OARD OF LEGAL SPECIALIZATION . PosT OFFICE BOXx 2265 “
RECOGNIZED SPECIALIST IN THE AREA oF o =
NATURAL RESOURCES-0IL AND GAS LAW SANTA FE, NEW MEXICO 87504-226

JASON KELLAHIN (RETIRED 1991 June 23, 1998

HAND DELIVERED

Oil Conservation Division
2040 South Pacheco

Santa Fe, New Mexico 87504
Attn: Mr. Michael E. Stogner

< Re:  NOTICE OF OBJECTION:

" Costilla Energy, Inc.’s
Funk "49" Well No. 1
1650 feet FSL and 1080 feet FWL /
S/2 of Section 33, T16S, R26E, NMPM,
Administrative Application to NMOCD
Jor Approval of Unorthodox Gas Well
Location Eddy County, New Mexico

Dear Mr. Stogner:

By letter dated June 17, 1998, James Bruce for Costilla Energy, Inc. sent
notification to the offsetting owners of the referenced request.

On behalf of Nearburg Exploration Company, L.L.C., as an offsetting owner, we
hereby object to the referenced application by Costilla Energy, Inc. for an unorthodox gas
well location as described in its administrative application to the Division.

We request that this matter be set for hearing and that Nearburg Exploration Inc,
L.L.C. be provided notification of the hearing in accordance with Division notice rules.

W, 70mas Kellahin
cc: Nearburg Exploration, L.L.C. .

attn: Michael Gray
cc; James Bruce, Esq.

Attorney for Costilla Energy, Inc.
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ABOVE THIS LINE FOR DIVISION USE ONLY

NEW MEXICO OIL CONSERVATION DIVISION

- Engineering Bureau -

ADMINISTRATIVE APPLICATION COVERSHEET

THIS COVERSHEET IS MANDATORY FOR ALL ADMINISTRATIVE APPLICATIONS FOR EXCEPTIONS TO DIVISION RULES AND REGULATIONS

Application Acronyms:
[NSP-Non-Standard Proration Unit] [NSL-Non-Standard Location]

{DD-Directional Drilling] [SD-Simultaneous Dedication]

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

(SWO-Salt Water Disposal) [IP)-injection Pressure Increase)

[EOR-Qualified Enhanced Oll Recovery Certification] [PPR-Posiﬁyg"PrT?uﬁquR !'9.9(]"'“‘”""
' in Tpﬁ’" i3 rdv
Eo e 1
i

i

[1] TYPE OF APPLICATION - Check Those Which Apply for [A] ; i
] JUN 1 T 1998 !
: |

[A]  Lodation - Spacing Unit - Directional Drilling oy
138t CONSERVATION DiVISION

Check One Only for [B] or [C] ' e
(B] Commingling - Storage - Measurement
QDHC ICTB gpLc Qpc QoLs WoOLM

NSL QNsp QDD (3 sSD

[C] Injection - Disposal - Pressure Increase - Enhanced Oil Recovery
OwrFx Q@pmx dswp Q1pt JEOR  JPPR

2} NOTIFICATION REQUIRED TO: - Check Those Which Apply, or (A Does Not Apply
[a] (1 Working, Royalty or Overriding Royalty Interest Owners

(B] %ffset Operators, Leaseholders or Surface Owner

[C] & Application is One Which Requires Published Legal Notice

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

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

[E] Qér all of the above, Proof of Notification or Publication is Attached, and/or,

[F] 3 Waivers are Attached

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

[ hereby certify that I, or personnel under my supervision, have read and complied with all applicable Rules and
Regulations of the Oil Conservation Division. Further, [ assert that the attached application for administrative
approval is accurate and complete to the best of my knowledge and where applicable, verify that all interest (W1,
RI, ORRI) is common. I further verify that all applicable APl Numbers are included. I understand that any
or:(xission of data, information or notification is cause to have the application package returned with no action
taken.

i

JAMES BRUCE Note/Statement must be complated by an individual with supervisory capecity.

ANTA 'Feé%n}loggsm Z W% W{wjf %WM @/ &7 % s

Date

Print or Type Name /Signature N ) Title




JAMES BRUCE
ATTORNEY AT LAW

POST OFFICE BOX 1056 )
SANTA FE, NEW MEXICO 87504

SUITE B
612 OLD SANTA FE TRAIL
SANTA FE, NEW MEXICO 87501

(505) 982-2043
(505) 9822151 (FAX)

June 18, 1998

Hand Delivered

Michael E. Stogner

0il Conservation Division
2040 South Pacheco Street
Santa Fe, New Mexico 87505

Dear Mr. Stogner:

Pursuant to Division Rule 104.F.(2), Costilla Energy, Inc.
("Costilla") applies for administrative approval of an unorthodox
gas well location for the following well:

Funk "49" Well No. 1

1650 feet FSL & 1080 feet FWL

S¥% §33, Township 16 South, Range 26 East, NMPM
Eddy County, New Mexico

The well will be drilled to test the Morrow formation (POW-Morrow
Gas Pool), at an approximate depth of 8500 feet. A Form C-102 for
the well is attached as Exhibit A. Well spacing is 320 acres, with
wells to be no closer than 1650 feet to the end boundary or 660
feet to the side boundary of the well unit, and no closer than 330
feet to a quarter-quarter section line.

The proposed 1location 1is Dbased upon topographical reasons.
Attached as Exhibit B are two plats of the area. As you can see,
the well is located in Artesia. The well's original location was
orthodox, 1650 feet FSL and 1980 feet FWL. However, that location
is in the parking lot of the maintenance building of the Artesia
city dump. The dump is located to the north and south of the
proposed well; there is an industrial complex to the south of the
well; and to the east of the dump and the proposed well are a
number of mobile homes. As a result, Costilla moved the well to
the west of its preferred location.

The working interest owners in the E¥ §32-16S-26E and the N¥ §5-
17S-26E are listed on Exhibit C. Notice was given to the interest
owners, as shown on Exhibit D.




This application is submitted in duplicate. Please call me if you
need anything further regarding this matter.

Very truly yours,

i

James Bruce

/

Attorney for Costilla Energy, Inc.




DISTRICT 1

P.O. Bez 1005, Hodbha, MM 6084-~1080

DISTRICT U
£.0. Drower U0, Artecin, NM 88211-0719

DISTRICT IO
1000 Rin Ersoos Rd., Antec, NM 87410

DISTRICT IV
P.9. Doz 2000, Santn e, NM 875042060

State of New Mexico

Bosrgy, Minzyalo end Maetarzl Resotaces Departxoent

Form C-102

anuury 10, 1094

Submit to Appropriats District Gffice
State Lease — & Copisa

Fee Leaze — 3 Coplen

OIL CONSERVATION DIVISION

P.0. Box 2088
Santa Fe, New Mexico B87504~2088

0O AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

APl Number Pool Code Pool Neme
Proparty Code Proparty Name Well Number
FUNK "49" 1
OCRI No. Operator Naroe Bevation
COSTILLA ENERGY, INC. 3364
Surface Location

UL or Mot No. Seotion Townskip Range Lot ldn Feot from the North/South line Feet from the Rest/Went line County

L 33 16 S 26 E 1650 SQUTH 1080 WEST EDDY

Bottom Hole Location If Different From Surface
UL er 1ot No. Bection Township Range Lot Mn Peet from ths North/South lne Feet from the East/West line County
Dodicated Acres Joint or Infill Consolidation Code Order No.
320

NO ALLOWABLE WILL BE ASSIGNE) TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED
OR A NON-STANDARD UMIT HAS BEEN APPROVED BY THE DIVISION
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OPERATOR CERTIFICATION

1 heredy certify the the information
contained Aevein s frue and comgplets fo the
best of my bnowiedge and bellef.

Signature

Printed Name

Title

Dato

SURVEYOR CERTIFICATION

I horedy cert{fyy that the well locaflon shown
on this plat was plotied from flold noles of
actual swveys made by ™o or wunder my
superwisomn and tAxt the same da iruz and
coerrect to the bost of my bedigs

MAY 19, 1998
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SCALE: 1" = 2000°

SEC.__33 TWP.16-S RGE. 26-F
SURVEY, N.M.P.M.

COUNTY. EDDY

DESCRIPTION_1650" FSL & 1080 FWL
ELEVATION 3364’

OPERATOR

COSTILLA ENERGY, INC.

LEASE FUNK "49"

U.S.G.5. TOPOGRAPHIC MAP
ARTESIA, & ESPUELA, N.M.

CONTOUR INTERVAL — 10°

JOHN WEST ENGINEERING
HOBBS, NEW MEXICO

EXHIBIT




VICINITY MAP
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SCALE: 17 = 2 MILES

SEC.__33 TWP._16—-S RGE.26~E
SURVEY. N.M.P.M.
COUNTY. EDDY

DESCRIPTION_1650° FSL & 1080° FWL JOHN WEST ENGINEERING
ELEVATION 3364° HOBBS, NEW MEXICO

OPERATOR  COSTILLA ENERGY, INC. (505) 393-3117
LEASE FUNK_"49" :




EXHIBIT C

Offset Interest Owners

Yates Petroleum Corporation
105 South Fourth Street
Artesia, New Mexico 88210

Attention: Douglas W. Hurlbut

John A. Yates, Individually and as
Personal Representative of the
Estate of Peggy A. Yates, Deceased

105 South Fourth Street

Artesia, New Mexico 88210

Steve Horn
203 West Wall Street
Midland, Texas 79701

Nearburg Exploration Company, L.L.C.
3300 North "A" Street
Building 2, Suite 120
Midland, Texas 79705

Attention: Michael M. Gray
Sharbro 0il, Ltd. Co.

P.O. Box 840
Artesia, New Mexico 88211

Enron 0Oil & Gas Company
P.O. Box 2267
Midland, Texas 79702

Attention: Patrick J. Tower



JAMES BRUCE
ATTORNEY AT LAW

POST OFFICE BOX 1056
SANTA FE, NEW MEXICO 87504

SUITEB
612 OLD SANTA FE TRAIL
SANTA FE, NEW MEXICO 87501

(505) 982-2043
(505) 982-2151 (FAX)

June 18, 1998

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

To: Persons on Exhibit A
Dear Sirs:

Enclosed is a copy of an application for administrative approval of
an unorthodox well location filed with the New Mexico O0il
Conservation Divigion by Costilla Energy, Inc. regarding a well
1650 feet from the south line and 1080 feet from the west line of
Section 33, Township 16 South, Range 26 East, NMPFM, Eddy County,
New Mexico. The S¥% of Section 33 will be dedicated to the well.
If you object to the unorthodox location, you must notify the
Division in writing by Wednesday, July 8, 1998 (2040 South Pacheco
Street, Santa Fe, New Mexico 87505).

Very truly yours,

Attorney for Costilla Energy, Inc.

EXHIBIT




EXHIBIT A

Offget Interest Owners

Yates Petroleum Corporation
105 South Fourth Street
Artesia, New Mexico 88210

Attention: Douglas W. Hurlbut

John A. Yates, Individually and as
Personal Representative of the
Estate of Peggy A. Yates, Deceased

105 South Fourth Street

Artesia, New Mexico 88210

Steve Horn
203 West Wall Street
Midland, Texas 79701

Nearburg Exploration Company, L.L.C.
3300 North "A" Street '
Building 2, Suite 120

Midland, Texas 79705

Attention: Michael M. Gray
Sharbro 0il, Ltd. Co.

P.O. Box 840
Artesia, New Mexico 88211

Enron 0Oil & Gas Company
P.O. Box 2267
Midland, Texas 79702

Attention: Patrick J. Tower
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& NATURAL RESOURCES DEPARTMENT sanie . e esico eTen
June 29, 1998
Costilla Energy, Inc.
c/o James B’ruce /%)0 ﬁ
P.O. Box 1056

Santa Fe, New Mexico 87504-1056

Re:  Administrative application on behalf of Costilla Energy, Inc. to drill its proposed
Funk “49” Well No. 1 at an unorthodox gas well location in the POW-Morrow
Gas Pool 1650’ FSL & 1080' FWL (Unit L) of Section 33, Township 16 South,
Range 26 East, NMPM, Eddy County, New Mexico. :

Dear Mr. Bruce:

On June 26, 1998, the Division received an objection from Nearburg Exploration Company, L.L.C.
to the subject application, see copy of the letter attached. This application will therefore be set for hearing
before a Division Hearing Examiner on the next available docket scheduled for July 23, 1998 and will be
advertised in the following manner:

“Application of Costilla Energy, Inc. for an unorthodox gas well location,
Eddy County, New Mexico. Applicant seeks approval to drill its Funk
“49” Well No. 1 at an unorthodox Morrow gas well location 1650 feet
JSrom the South line and 1080 feet from the West line (Unit L) of Section
33, Township 16 South, Range 26 East, located approximately 2.5 miles
north of the junction of U.S. Highways 285 and 82 in: Artesia, New
Mexico. The S/2 of said Section 33 is to be dedicated to said well in order
to form a standard 320-acre gas spacing and proration unit in the POW-
Morrow Gas Pool.”

Further, my review of this application indicates a discrepancy that will require additional
explanation and information by Costilla Energy, Inc. at that time. In your application it was stated that this
well was originally staked at an orthodox gas well location within the proposed standard 320-acre gas
spacing and proration unit comprising the S/2 of said Section 33 1650 feet from the South line and 1980 feet
from the West line (Unit K). Our records indicate that the original location was to be drilled at a standard
gas well location 990 feet from the South line and 1980 feet from the East line (Unit O) of said Section 33
(see copy of APD and C-102 that was received by the Artesia District Office of the NMOCD in December
1997 attached). What was the purpose of this move? Were these location changes influenced in any way
by geology? -

Please provide adequate notice pursuant to Rule 1207.A(5) of the Division's General Rules and
Regulations.

_ Should you have any questions concerning this matter, please contact me in Santa Fe at (5 05) 827-
818s5.

Sincerely,

'S

Michael E. Stogner
Chief Hearing Officer/Engineer

cc: New Mexico Qil Conservation Division - Artesia
Nearburg Exploration Company, L.L..C., c/o W. Thomas Kellahin - Santa Fe




KELLAHIN AND KELLAHIN

Ol CONSERVATION DM
ATTORNEYS AT LAW } NOLIVALIUI ,

EL PATIO BUILDING

T PHMONE (SOS) 982-4285
W. THOMAS KELLAHIN® 117 NORTH GUADALUPE q8 JUN ég:usﬁﬁ GPE)?32'3047
o
SNEW MEXICO BOARD OF LEGAL SPECIALIZATION : PosT OFFICE Box 2265
ED SPECIALIST IN THE AREA OF

:is-g:::zn:souaczs-am ANO GAS LAW SANTA FE, NEW MEXICO 87504-22860
JASON KELLAMIN (RETIRED 1991) June 23, 1998

Oil Conservation Division
2040 South Pacheco

Santa Fe, New Mexico 87504
Attn: Mr. Michael E. ‘Stogner

= Re:  NOTICE OF OBJECTION:

! " Costilla Energy, Inc.’s /i
Funk "49" Well No. 1
1650 feet FSL and 1080 feet FWL
S/2 of Section 33, T16S, R26E, NMPM,
Administrative Application to NMOCD
Jor Approval of Unorthodox Gas Well
Location Eddy County, New Mexico

Dear Mr. Stogner:

By letter dated June 17, 1998, James Bruce for Costilla Energy, Inc. sent
notification to the offsetting owners of the referenced request.

On behalf of Nearburg Exploration Company, L.L.C., as an offsetting owner, we
hereby object to the referenced application by Costilla Energy, Inc. for an unorthodox gas
well location as described in its administrative application to the Division.

We request that this matter be set for hearing and that Nearburg Exploration Inc,
L.L.C. be provided notification of the hearing in accordance with Division notice rules.

ly yours,

cc: Nearburg Exploration, L.L.C.
antn: Michael Gray
cc: James Bruce, Esq.
Attorney for Costilla Energy, Inc.




' DisiEet]
PO Box 1980, Hobbs, NM 88241-1980

District Il

811 South First, Artesia, NM 88210

District 11l

1000 Rio Brazos Rd., Aztec, NM 87410

District IV

2040 South Pacheco, Santa Fe, NM 87505

State of New Mexico

Energy, Minerals & Na

OIL CONSERVATION DIVISION - /a'\'ﬂ" B1g

2040 So

Santa Fe, NM 87505
APPLICATION FOR PERMIT TO DRILL, RE-ENTER, DEEEEN %E%QQCK OR

tural Resources Department

uth Pacheco

%

N

Form C-101

Revised October 18, 1994

Instructions on back

- Submit to Appropriate District Office

’::

A

State Lease - 6 Copies
Fee Lease - § Copies

[ AMENDED REPORT

AN

ADD A ZONE
1Operator Name and Address [ (.0 SIA ':",’ /' 20GRID Number
Costilla Energy, Inc. A 0CD - ARTE /,_C 138695
P. O. Box 10369 5o j
Mldland, TX 79702 %‘e 6’:% a 1API Number
Ll ect 30 - 0/5,.szng
«Property Code sProperty Name sWell No.
-Surface Location
UL or lot no. Section Township Range Lot idn Feet from the North/South line Feet from the East/Waest Line County
0 33 16S 26E 990 South 1980 East Eddy
Proposed Bottom Hole Location If Different From Surface
UL or lot no. Section Township Range Lot ldn Feet from the North/South line Feet from the East/West Line County
/ sProposed Pool 1 wProposed Pool 2
A
ld L2 Ppor 53044
11Work Type Code 12Well Type Code 1aCable/Rotary «Lease Type Code 1sGround Level Elevation
N G R "/ 3349
1sMultiple 17Proposed Depth aFormation wContractor 2Spud Date
8500 Morrow ‘
«Proposed Casing and Cement Program
Hole Size Casing Size Casing weight/foot Setting Depth Sacks of Cement Estimated TOC
17 112 13 3/8 544 450 450 circ
12 1/4 9 5/8 454 1350 600 circ
7718 51/2 17/120# 8500 500 6000

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

New drill, will rig up 900 series Double Ram BOP from 1350' to TD.

“I hereby certify that the information given above is true and complete to the

best of my kn
Sign

e and belj

Approved By:

Rnted nams’ jujh-Johrréon

Title:

/x«”-m—r,

OlL CONSERVATIO DIVISION

Title:

Regulatory Analyst

Approval Date: }/ / g /gg Expiration Date: 2// _&




L 4

ULSTRICT I State of New Mexico Form C—-102

Revised February 10, 1994
P.0. 960. Hobbs, NW 88241-1980 B
Box 1 ° Energy. Minerals and Naturel Resources Decpartment Submit to Appropriate District Office

State Lease — 4 Copies

P(ESIE}ET;)D Hlu—mm NN 88211-0719 Fee Lease — 3 Copies
DISTRICT III OIL CONSERVATION DIVISION

1000 Rio Brazos Rd., Aztec, NM B7410 P.O. Box 2088

DISTRICT IV Santa Fe, New Mexico 87504-2088

0O AMENDED REPORT
P.0. BOX 2088, SANTA FE, N.M. 87504-2088 .

WELL LOCATION AND ‘ACREAGE DEDICATION PLAT

APl Number Pool Code Pool Name
Morrow
Property Code Property Name Well Number
FUNK 49 1
OGRID No. Operator Name Elevation
138695 COSTILLA ENERGY, INC. 3349
Surface Location
UL or lot No. Section Township Range Lot Idn Feet from the North/South line Feet from the East/West line County
0 33 16 S 26 £ 990 SOUTH 1980 EAST EDDY
Bottom Hole Location If Different From Surface
UL or lot No. Section Township Range Lot Idn Feet from the North/South line Feet from the East/West line County
Dedicated Acres Joint or Infill Consolidation Code Order No.
320

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

OPERATOR CERTIFICATION

I hereby certify the the information
condained herein is true and complete to the
best of my knowledge and belief.

ja‘taa) |
T—Talie Anson

Printed Name

Pt

Regulatory Analyst
Title
12-16-97

Date

SURVEYOR CERTIFICATION

- ~ on this plat was plotted from field notes of
/ A actual .na-\uys made by me or wunder my
supervison, and that the same {s frue and
L~ 1| correct to the best of my belief.
L~ A
P NOVEMBER 20, 1997
d Date Survgzoé\‘““\\\\\\‘ W DMCC
/ < Slgnat.g? @—a;?i.(.f/ :S\'"'l
= . A Profﬂrﬁ\d urveybr O )
[/ 1980° : B "
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¢ ]/ d Cer&ﬁ%:oz?' JOHN"W\A <FsoN $23
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VICINITY MAP
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SEC. 33 TWP. 16—S RGE. 26—E
SURVEY______ N.M.P.M.

COUNTY EDDY JOHN WEST ENGINEERING

DESCRIPTION 990° FSL & 1980' FEL

ELEVATION 3349 HOBBS, NEW MEXICO
OPERATOR_COSTILLA_ENERGY, INC. (505) 393-3117

LEASE FUNK 49
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KELLAHIN AND KELLAHIN /‘\p
ATTORNRYS AT LAW
EL PATIO BUuLDING

) (MOS} 992-a285
HIN® 117 NORTM GUARALYUFG TELEPHONE
W, THoMAS KELLA TeLErax (BROE) DAz-20a”

*NEW MEXICO BOARD OF LEGAL SRECIALIZATION FogsT OFFICE BOX 23a%
A eac s ot NG ng v SANTA FE, NEW MEXICO B7504-2265
JASON KELLAHIN (RETIRED 1991 JU'.y 13, 1998

VIA FACSIMILE

(505) 827-1877

- Mr. David R. Catanach, Hearing Examiner
Oil Conservation Division
2040 South Pacheco .
Santa Fe, New Mexico 87505

Re: NMOCD Case 12013
Funk "49" Well No 1
8/2 Section 33, T16S, R26E, NMPM
Application of Castilla Energy, Inc.
* Jor an unorthadox gas well location
Eddy County, New Mexico

Dear Mr, Catanach:

Ori June 23, 1998 1 filed an objection on behalf of Nearburg Exploration
Company, L.L.C. to an administrative application by Costilla Energy Inc for the

referenced unorthodox gas well location. As a result this matter has been set for hearing
on July 23, 1998.

Please be advised that Nearburg Exploration Company, L.L.C. by this letter is
‘withdrawing its objection to the approval of this well location.

Ve; ly yours,

W. Thomgs Kellahin

cfx: James Bruce, Esq. ‘
attorney for Costilla Energy, Inc.
Nearburg Exploration Company, L.L.C.,

Attn: Mike Gray



JAMES BRUCE
ATTORNEY AT LAW

POST OFFICE BOX 1056 .
SANTA FE, NEW MEXICO 87504

SUITE B
612 OLD SANTA FE TRAIL
SANTA FE, NEW MEXICO 87501

(505) 982-2043
(505) 9822151 (FAX)

July 17, 1998

Via Fax and U.S. Mail

Michael E. Stogner

01l Comservation Division
2040 South Pacheco Street
Santa Fe, New Mexico 87505

Re: Costilla Energy, Inc. unorthodox location application
Funk "49" Well No. 1
1650 feet FSL & 1080 feet FWL
S% 8§33, Township 16 South, Range 26 East, NMPM
Eddy County, New Mexico

Dear Mr. Stogner:

Costilla Energy, Inc. filed the above application administratively.
Due to an objection by Nearburg Exploration Company, L.L.C., the
case was placed on the hearing docket (Case 12013). Nearburg has
now withdrawn its objection. See attached letter. As a result,
applicant requests that the matter be placed for administrative
approval. You asked several questions about the well's location,
and I have requested the geologist, Louis Mazzullo, to respond to
you directly about those issues. Thank you.

Very truly yours,

W]

James Bruce

Attorney for Costilla Energy, Inc.
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Pas

W. THOMAB KELLANIN®

INEW MEXICC FOARD OF LEGAL IMECIALITATION
FECOAMIZED SPEGIALIST IN THE AREA OF
NATURA, n;soukcts-OIp AND QA% LAW

JASON KELLAMIN [RETIRED 1990

VIA FACSIMILE
(505) 827-1877

W THOMAS KELL&HIN

EELLAHIN AND KELLAHIN
ATTORNEYS AT LAW
KL PATIO BUILDIiNG
117 NORTH GuaATAWJFE
FOBST OFFICE BOX 22698
SANTA FE, NEW MEXICQO 87T504-22340

July 13, 1998

Mr, David R. Catanach, Hearing Examiner

Oil Conservation Division
2040 South Pacheco

Santa Fe, New Mexico 87505

Re:  NMOCD Case 12013

| Funk "49" Well No 1 -
: ' S/2 Section 33, T16S, R26E, NMPM

| : Application of Costilla Energy, Inc.
s Jor an unorthodox gas well location
Eddy County, New Mexico

Dear Mr. Catanach:

PaGeE 01

TELEPHONE (SGA) 982-4286
TELEFAX {SO8) DB2-2047

‘ | ) On June 23, 1998 I filed an objection on behalf of Nearburg Exploration
| Company, L.L.C. to an administrative application by Costilla Energy Inc for the
| referenced unorthodox gas well location. As a result this matter has been set for hearing

on July 23, 1998.

Please be advised that Nearburg Exploration Company, L.L.C. by this letter is
withdrawing. its objection to the approval of this well tocation.

cfx:  James Bruce, Esq.

W. Thomgs Kellahin

attorney for Costilla Energy, Inc.
Nearburg Exploration Company, L.L.C.
Attn: Mike Gray



Louis Mazzullo, Inc.
Certified Petroleum Geologist

Post Office Box.66657 Albuquerque, New Mexico 87193-6657 Phone (505) 890-0080
-Mail: mazzullo@nmia.com Fax (505) 890-4991

-
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Michael Stogner AT A R R O
New Mexico Oil Conservation Division T e
2040 South Pacheco St.

Santa Fe, New Mexico 87505

RE: COSTILLA ENERGY, INC. FUNK “49" #1
Application for Unorthodox Location

Dear Mike:

As requested, I am forwarding the enclosed exhibits, which were sent to you this morning via
facsimile, so you can have hard copies of the same for your files.

The enclosed exhibits give geologic substantiation in support of Costilla Energy’s application
for an unorthodox location for a Morrow well located in section 33, Township 16 South-26 East,
Eddy County, New Mexico.

I appreciate your attention to this application, and request confirmation of its approval to me via
facsimile when you have issued the order. Thanks again for your help.

Sincerely,

Lowis J. Mazzullo

Enclosures

c.c.: Gary Winter, Costilla Energy, Inc., Midland
Mark K. Nearburg, Ameristate Exploration, LLC, Midland




FAX COVER

To: Michael Stogner From : Louis J. Mazzullo
Company : NM Qil Conservation Division Company : Louis Mazzullo, Inc.
Fax Number : 1-505-827-1389 Fax Number : 1-505-890-4991

Subject : Costilla Energy Funk "49" #1

Pages including cover page: 3 Date : 7/17/98 Time : 11:21:04 AM

MESSAGE
Mike:

Attached are two exhibits that help to explain the geological/logistical reasoning behind the proposed, unorthodox location for the
Costilla Energy Funk "49" #1 Morrow test well in Section 33-Twp. 165-26E, Eddy County, New Mexico.

First, the necessity for an unorthodox location was dictated by surface obstructions, namely the location of the Artesia City dump and
its maintenance area. This was the reason for the location having been moved twice before we settled on the proposed location.
Secondly, the location is intended to test the Morrow Formation at a location that will optimize its potential from a sand unit that has
already produced nearly 2.0 BCF gas from an offset location in Section 4 to the south. Figure 1 shows the proposed location and its
relationship to the City of Artesia boundaries. Tt also shows the offset well in the NE/NW of section 4. The various shaded patterns
refer to different sand units that pinch out in succession from south to north. We are specifically targeting the zone that produces in
section 4, which is the more lightly shaded channel I show on the map. There may be another unit that pinches out at or near the
location (the darker shading), but our primary objective is best served by placing the well the distance from the west section line as 1
show it. If we moved it any further east, we would risk getting out of the central, channel lag facies that is the most productive.
Regional dip on the Morrow is to the southeast. Figure 2 is a reference log section that shows the various units of the Morrow (11
through t8) that I have mapped in this arca. We are specifically targeting unit t5 at the proposed location.

On behalf of Costilla Energy, Inc., T am requesting administrative approval of the proposed unorthodox location, which will constitute
a south half, 320-acre drilling unit for the Morrow Formation at approximately 8500 feet. If you have any further questions on this
request, please feel free to contact me at (505) 890-0080; T will be available through Tuesday of next week. As we have a drilling
commitment on this location, I would appreciate vour altention to this matter at your carliest convenience.

Regards,
Lou

c.c.: Gary Winter, Costilla Energy, Inc.
Mark K. Nearburg, Ameristate Exploration, LLC

2 Attachments

WinFax PRO Cover Page
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