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" JAMES BRUCE
ATTORNEY AT LAW

POST OFFICE BOX 1056
SANTA FE, NEW MEXICO 87504

369 MONTEZUMA, NO. 213
SANTA FE, NEW MEXICO 87501

(505) 982-2043 (Phone)
(505) 660-6612 (Celi)
(505) 982-2151 (Fax)

jamesbruci@usl.com

August 20, 2007

Via Fax

Richard Ezcanyim

Oil Conservation Division
1220 South St. Francis Drive
Santa Fe, New Mexico 87505

Re:  Case No. 13,899
Devon Energy Production Company, L.P.

Dear Mr. Ezcanyim:

I looked tor the definition of “standard” and “non-standard™ units for wells in the Basin-Dakota
Gas Pool. Enclosed are the special pool rules, which merely state that “320 acres” is standard.
Also attached arc Rulcs 104.C and Rule 104.D, which used to state that “standard” well unite
were 316-324 acres for pools spaced on 320 acres. Apparently that has been changed, and the
only reference is that units from 70%-130% of a standard unit size can he approved without any
special application or notice. Ibope this helps.

Vefy truly yours,

1cs Bruce

otney for Devon Encrgy Production Company, L.P.
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i (GENERAL RULES AND REGULATIONS FOR THE PRORATED
! GAS POOL OF NEW MEXICO - Cunt™d.)

during the proration petiod to that time than its shadow allowable for
that same: period, the (GPU shall bereclassified as anon-marginal GPU.

RULE 14(b). Reinstaternent of Status: A GPU reclassified to
nonmarginal under the provisions of Rule 14(a) shall have reinstated to
itall undc uction which accrucd or would have nconued o6 a non-
tnarginal GPU from the current production petiod. underproduction
from the prior proration period may be reinstated after notice and
hearing. Al uncompensated for overproduction accruing to the GPU
whilc xriargmal shall be chargeable uponi reclassificadon to non-
marginal.

v F REPORTING OF PRODUCTION

RULE 15. Filing C-113 and C-115 Reports: Transporiers and
operators shall file ;fvas transportation and production eposts pursuant
to Rules 1111 and {115 of the Rule and Regulations of the Division
' provided that upon approvat by the Dircctor of the Qil Conservation
¢ Division as to thc specific program to be used, any producer or
- transporter of gas may be permitted to repott meteced preduction of gas
© on a char-perfod basis; provided tee following movisions shall be

applicable to each gas welk:

(1) Reports for a month shall include not less than 24 nor more than
32 reported days.

(2)Reported days may include as many as the last 7 days of the
previous month but no days of tha snecesding month.

(3) The total of the monthly reponts for a year shall include not Jess
than 360 nor more than 368 reported days.

{4) Yor purposcs of these rules, the term “month” shall mean
“calendar month™ for those reporting on a calendar manth basis, and
shall mean “Reporting Month” for those reporting on a chart-period
basis in accordance with the exception provided in chis rute.

SPECTAL RULES FOR INDIVIDUAL PRORATED
GAS POOLS

SPECTAL RULES AND REGULATIONS FOR THE
. BASIN-DAKOTA GAS POCL .
: gAs Amended by Order No. R-10987-B, effective June 30, 2000 and
uperseded by Order No. R-10981-B (1), effective January 29, 2002.)

L. VERTICAL LIMITS OF THE BLANCO-MESAVERDE POOL
; shall be from the base of the Groephorn Limestone to a point 400 feet
. helow the base of the Greenfiom Limestone formation, consisting of
" the Graneros formation, the Dakota formation, he Burro Canyon
- formation and productive upper portion of the Morrison formatton.

It. ACREAGE AND WELL LOCATION PEQUIREMENTS

A, Standard GPU (Gas Proration Unit): A standard GPU in tbe
Basin-Dakota Pool shall be 320 acres, more or less, comprising any two
cotitigtons quarter sections ofa single section thatis alegal subdivision
of the U.S. Public Luod Surveys,

(0 Dt o 05 wells may be dlied GPU, as foll

o to four (4) wells may ilied on a standard GPU, as follows:

o R P ON AT, ML WaE, iriiad ona GPy shall e
located in the 8uaxtcr section not oomainingélﬂe INTIAL Dakota well;

(b) the SECOND OPTIONAL INFILL WELL deilled on aGPU shall

be locatad ina quaner-quacter saction naf containing a Dakota well and
Wlatllgii)n a qulTrter section of the GPU not containing more than one (1)

: ta well;

~ (¢) the THIRD OPTIONAL INFILX. WELL drilled on 2a GPU shall
be Jucated in a quarter-quarter scetion of the GI'U not contatni

: Dakata well and within a quarter section of the GPU not contaimng
more than onc (1) Dakota well;
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-Sd) at thediscretion of the operator, the second or thicd oquonal infilk
wel) may be drilled prios to the drilling of the first optional infill well;
(e) no mote than two wells shall be located within either guarter
section in a GPU; and ) . o

() any deviation from the above-described well density requice-
ments shall be authorized only alter hearing. o

(2)the plat (form C-102) accompanying the “Application for Permit
to Drill (FAPDR™" (Form C-101 or federal equivalent) for subsequent
wellg on 2 GPU shall have cutline the bamdaries nf the GPT and shall .
show the Jocation (well agme, footage location, API number) of al -
exigting Dakota wells on the GPU plus the proposed new well.

C. Well locations: .

(1) Bxcepl as provided in subp aph I1.C(2) below, wolls drilled
on aGPU stiall be Jocared not closer than 660 fect to the outer boundary
of the GPU and not cloger than 10feet to any infctior quarteror quarter-
quarter seciton line or subdivision inncr boundary. :

(2) Well locations inside federal exploratory nits: Wells locatod
within federal exploratory units are permitted an exception (o the 660-
feert sethack requirement to the outer boundary of a and shail be -
permittan tn he.no clnser than 10 feet to any section. quaster section, or
ntevior -quarter section linc or sibdivision inner boundary,
provided however: . ,

(a) wells shall not be closer than 660 too the outer boupdary of the
federal exploratory unit; o

() a well located within the unit area but adfacent to an existingor
prospective GPU contajning a non-cominitted tract ot partially com--
mitted tract shall not bé closcr than 660 to the: outer boundary of its -

Gry; i .

(c) a well tacated within a non-committed nr pactially cormmitted *
GPU shall not be closer than 660 to the outer houndary of its GPU;

td) a well located within a participating area but adjacent Lo an
existing or prospective that 1§ not within the same participating
area shall nog be closer than 660 to the outer houndary of the pacticipat.
ing area; any :
¢) a well Joratad within the unit area but an cxisting orptgzgccﬁvc .
GPU thatis a non- artic{,%dng GPU shall not be closcr than 660 to the ¢
outer boundary of its GPU. ) . -

(3) The operator filing an APD forany well within a unit arca thatis
dloser (e outer boundary of its assigned GPU that 660 feet ehall
provide proof in. the form of 4 Eaniciparmg area plat that such well
tneets the requirements of ILC(2) above. :

T1J. ADMINISTRA NV EXCEFTIONS: .

The Division Director, in accordance with Division Rule 104, may,
administeatively grant an exception to the well Jocation rcquirements *,
nf 11.C ahove upon application to the Division which includes notifica-
tion by ertifie mail‘-’rctum receipt requrested 1o atfected parties [see
Diviston Rule 1207.A (2)]. : Co

IV. ALLOCATION AND GRANTING OF ALLOWABLES; =~ .

A. Non-Marginal CT'U Allowable: The pool allowable rcmaxn'iﬂﬁ
cach month after deducting the total allowab)i: assigned to roargin
GPU's shall be allocated:among the non-marginal GPU's entitled to an’

allowable in the fol‘iowin%mmnex: ¢ i

(1) Forty percent (40%) of m%poo! allowable scwaining obe (- 7
allovated to the non~-msrging] GPU's shall be allocated among such v
GPU's in the proportion that each GPU’s AD Factor beats to the total -
AT Factor for all non-marginal GPU's in the pool. -

‘When calculating the allowable for a GPU containing one or morc:
infill wells, the deliverability of the wells shall be added in calculating -
the AD Factor and the allowable may be produced from all wells. *

(2) Sixty percent (60%) of the pool allowahia ramaining to he - i
allocated to non-marginal GPU's beallocated among such GPU's
in the proportion that cach GPU's acreage factor bears to the tatal -~
acmﬁlfactor for all pon-marginal GPU's in the %ool. - S

B. Minimum Allowable; A minimun allowable of 250 MCT per
molrl\m per GPU is assigned to prevent the premature abandonment of
wells. ;

C. A GPU in the Basin-Dakota Pool shall be classificd as marginal

unless reclassificd by the Director pursuant to Division Rulc0US.E (2): -+
Any ogctamf in the Basin-Dakota Pool may rejucst a reclassification
of a GPU in that pool.

(General Pool Rules also apply unless in conflict with these Special .
Pool Rules,) /
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(SYGN ON WELLS - Cont'd.)

making the changes, ts granted.
E. Each sign shall show the:

(1) number of well:
(2) name of property,

(3) name of operator;

(4) locationby footage, quarter-guarter section, township and range (or
Unit Letter can be substituted for the quagter-quarter section); and

(5) API number. [1-1-50, 2-1-96, 6-30-97, 3.31-00; 19,15.3.103
NMAC - Rn, 19 NMAC 15.C.103, 11-15-01; A, 01-31-03]

WELL SPACING AND LOCA.
TION (As  Amendcd by Order No.
R-169, June 19 1952; Order
No. R-238. Deeccmber 29, 1952;
QOrder No. R-397, December 17,
1953; Order No., R-855, August 10,
1956; Order No.R-2707, y 25,
1964, Order No. R-276), January 1,
1965, ~QOrder No. R-3038. Febritary
9, 1966;0rdet No . R-4383. Se -
ber 6, 1972; Order No. R-5113. No-
vember 1, 1975; Order No. R.
6870, February 1, 1982; Order No.
R-7451, March 2. 1984; Order No.
R-10533, January 18, 1996; Order
Nu. R-10534, February 1, 1996
Order No. R-11231, Avgust 31,
1999; Otder Dated November 15,
2001, and Order No. R-12303-A,
Dated May 12. Z0U5.}

A. CLASSIFICATION OF WELLS:
WILNDCAT AND DEVELOPMENT
WELLS (As Amcnded by Order No.
R-10533, Jonuary 18,7 1996; Or-
der No. R-10534, February 1, 1996; Or-
der Ne. R-11231, Aug
vst 31, 1999, and Order Dated
November 15, 2001.)

19.55.3.104

(1) Whldeat Well

(a) In San Juan, Rio Arriba, Sandoval, and McKin.lc); Countics a
wildcat well is any woll to be drilled the spacing vnit of whirh is a
distance of two miles or more from:

(i) the vtiter boundary of any defined pool that has produced oil or gas
fram the formadon w which the well g?px’ojmlc:d 10 be drifled; an

(ii) any well that has produced oil or gas from the formation to which
the proposed well is projected to be dnlled.

(b) In all countics cxcept San Juan, Rio Ariba, Sandoval, and
McKinlcy, a wildcat well i any well to be drilled the spacing unit of
which is a distanor of one mile o more from:

(i) the outer boundary of any defined pool that has produced oil or gas
fram the formation to which the well 15 projected to be drilled; an

(ii) any well that has produced oil or gas from the formntion t6 which
the proposed well is projected.

(2) Development Well

(z) Any wcll that is not a wildcat well shall b classified as a
development well for the nearcst pool that has produced il or gas
from the formatian ta which the well s proj to ke drilled. Such
development well shall be spaced, drilled, operated, and produced in
accordance with the reles in effect for that pool, provided the well is
completed in that pool. .

SUCTION I
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) Any well classified as adevek:‘ggmm well forapool butcompleted
in a prodicing formation not frciuded in the vertica) limits of that pool
shall be opetated and produced in accordance with the rules in effect
for the nearest poo) that is producing from that formation within the
two miles in San Jnan, Rin Artiha, Sandoval, and McKinley Counties
or within one mile everywhere else, If there is no designated pool for
that producing formation within the two miles in San Juan , Rio Arriba,
Sandoval, and McKinlcy Counties or within one mile every where ¢lse,
the well shiall b reclassified as a wildcat well,

B.
OIL WELL ACREAGE AND WELL,
LOCATION REQUIREMENTS (As
Amended by Order No.R-5113. November
1,1975; Order No.R-10533, Janvary 18,
1996; Order No. R-10534, Frbrary 1,
1996, Order No. R-10815, June 5, 1997,
Order No. R-11231, Avgust 33, 1999;
Order Dated November 15, 2001; and Or-
Jotr No. R-12303-A, Dated May 12,2005.)

(1) Any wildcat well that is projected to be drilled as an oil well
to a formation and in an srea that in the ?imon of the division may
rcasonably be presumed to be productive of otf rarther than gus and cach
development well for 9 defined oj) pool, unless otherwise provided in
special poo] orders. shal) be located on a spacing unit consisting of
approximately 40 contignaus surface acres substantially in the form of
asquare which is a legal subdivision of thc U.S. Public Land Surveys,
which is a governmental quarter-quarter section or lot, and shall be
lacated no closer than 330 feet to zny boundary of such unit. Only
those 40-ncre spocing units committed to active sccondary recovery
projects shall be permitted more than four wells.

(2) It a well drilled as an oil well is cumnpleled as a gas wall but docs
not conform to the applicable gas well location rules, the oprrator must
?ply for administrative approval for a non-standard Jocaiion before
;1 e well can produce. The Director may sct sny such application for

caring.

C.

GAS WELL ACREAGE AND
WELL LOCATION REQUIRE-
MENTS (As Amended by Order No.
R-4383, 3cpteuitva 6, 1972; Onder No.
R-5113, November 1, 1975; Order No.
R s Babrumy 1. 1996 On

0. R-1 , February 1, | r-
der No. R-10815, June 5, 1997; Order
No. R-11231, August 31, 1999; Order
Dated November 15, 2001, and Order
No. R-12303-A, Dated May 12, 2005)

Any wildcat well that is projected to be drillcd as a gas wellto 2
formation and in an area that in the opinion of the division may roa-
sonably be presumed o be productive of gas ratict wan wil and cagh
development well for a defined gcffwl’ unless otherwise provided in
apecitf pool orders, shall be spaced and Incated ag follows

(1) 640-Acrc Spacing applies to any decp gas well in Rio Arriba,
San Juan, Sandoval or Mc ml:zj(‘.mnty that is projected to be Jrilled
to a gag producing formation older than the Naknta formation or is a
dcvc‘fopmcm wellewithin a gas poo) created and defincd by the division
after June 1, 1997 in aformation ojderthan the Dakota formation, which
Tormation ortrool 15 Jocated within the surfacc outerop of the Pictored
ClIfYs formadon (i.c., the San Juan Basin). Such well shall be Jocated
on a spacing unit consisting of 640 contignous surfacc a¢res, More or
Jess, substantially in the form of a squarc which is a section and legal
subdivision of the U.S. Public Land Surveys and shall be located no
closer than: 1200 feet to any outcr bonndafy of the spacmys unit, 130
feet to any quarter scction line. and 10 fest to any quarter-querter sec-
tion line or subdivision inner boundary.

PAGE @4 -
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(WELL SPACING AND LOCATION -~ Conrd.)

(2) 320-Acre Spacing applies 10 any deep gas well in Lea, Chaves,
Eddy ot Roosevelt Count-i. defined as a wel that is projected to be
dritled to 2 gas producing formstion or is within a defined gas pool in
the Wolfcamp or an older formation. Such well shall be located on a
spacing unit consisting of 320 surface contiguoug acres, more or less,
COMpIISiNg any two contiguous quarter sections of a single section that
is a legal subdivision of the U.S. Public Land Surveys provided that:

(2) the initial well on a 320-acre unit is located no closer than 660
feet to the outer boundary of the guarter section on which the well is
Jocated apd no closer than 10 fect to any quarter-quarter section line
or subdivision inner boundary;

(b) only onc infill well on 2 320-acre unit shall be allowed provided
that the well is located in the quarter section of the 320-scte unjt not
contajning the initial wel) and is no closer than 660 feet to the outer
boundary Or i quarter sevtivn and ne closer than 10 fast to any quars
teg-quartct soctiop line or subdivision inncr boundary; and |

(3) 160-Acrc Spacing a%pﬁcs toany other gus well uotcovercd above.
Such well shall be located in a spacing unit consisting of 160 surface
contiguous acres, more or loss, substantially in the form of a squate
which is 2 guarte section and a legal subdivision of the U.S. Publie
Land Surveys and shall be Jocated no closer thau 66U 1ect 1o any outer
boundaty of stich unit and no closcr than 10 feet to any quarter-quarter
section or subdivision mner boundery.

D' '

ACREAGE - ASSIGNMENT %Aa
Amendrd by Qtder No. R-10533,
Janoary 18, 1996; Order No. R
10534, Fchruary 1, 1996; and Order
No. R-11231, August 31, 1999, Order
Dated November 15, 2001, and Order
No. R-12303-A, Dated May 12, 2005.)

(1) Well Tests and Classificadon. It is the respunsiVility of the operator
of apy wildcat or development gas well to which more. than 40 acres
has been dedicated to conduct a potential test within 30 days followin
compietion of the well and to ﬁ’fc the test with the division within §
days following completion of the test, (See Rule 401)

(2) The date of completion for a gas well is the date of the conclusion
Ol astive completion work on the well.

(b) If the division determines that a well shauld not be clagsified as
a gas well, the division will reduce the acteage dedicated to the well
10 the standand acreage for un vil well.

() Failure of the operator to file the test within the specified time
will also subject the well 10 such acreage reduction.

(2) Non-Standard Spacing Units, Any well that docs not have the

requited amount of reroage dedicated o it for the posl! or formation
in which it is completed may not be produced unti] a standard spacing
unit for the well has been formed and dedicated or until a non-standard
spacing unit has been approved.

{a) Division Disttirt Officas have the anthority to approve non-stan-
dard spacing noits without notice when the unorthodox size or shape is-
necessitated by 2 variation in the legal subdivision of the U. 8. Public

Land Surveys and/or consists of an entire governmental scction and:

the non-standord gpacing anit is not less than 70% ar more than 130%
of a standard spacing unit. The operator must obtaln division approyal
of division Form C-102 showing the proposed non-standard spacing
onit and the acreage contained thercin. i

(b) The Director may grant administrative approval to nop-standard
spacing units after notice and opportunity for hearing when an appli-
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vation has been filed and the unotthodox size of shape is necessitated
by a variation in the Jegal subdivision of the U.S. Public Land Surveys
or the following facts exist:

(i) the non-standard spacing unit consists ol (A) a singlc quarter
quarter section or lot of (B) guarter-quarter sections or Jots joised by
a comrmon side; and

(ii) the non-standard spat:irﬁ umit fies wholly within: a single qg:jazr
ter section if the well is completed in 4 pool or formation for which
40, 80, or 160 acres is the standard spacing wnnit size; a single half
section If the wetl iy cumpletcd in a pool or formation for which 320
acres is the standard span:i‘;g unit sizc; o a single section if the well is
completed. in 8 pool or formation for which 640 acres is the standard
spacing UDit size.

(c) Applications for administrative approval of non-standard spac-
ing units pursuant 1 Subsection D, Paragyaph (2), Subyara%mph ()
's Santa Fe
Office and accom| by: (i) a plat showing Me spaciny unit and an
app!icablesmndard?acin unit for that pool or formation, the pro
well dedications and all adjoining spacing units; (ji) a lst of aficcled
persong as defined in Rale 1207, A(2); and (iig a stateroent discussing
the reasons for the formation of the non-stand:urd spacing unit

(d) The epplicant shall submita statement attesting that the applicant
i ur before the dote the application was swhmitted to the division, sen:
notification to the affected porsons by submitting a copy of the ap;t:;l‘,;ca‘
tion, including a copy of the plat described in Suhparagraph (¢) above
by certified mail, refurn receipt requested, advising them that if they
have an ubjecticn it must be filod in “.’dti-",!ffh"'m’.j" W days from the -
date the division receives the application. The Director may approve
the application upon reccipt of waivers from all the notified persons o
if no person has filed an obfection within the 20-day period.

(e) The Dircetor may set for hoaring any application for adminis ‘

teative approval.

(3) Number of Wells Per SPacmg Uniz. Excepuons to the pruvision:.
of statcwide rules or special pool orders concerning the Aumbcr o
wells allowed per spacing unit may be permiticd by the Director only -
after notice and opportumty for hoaging. No})u. shall be given to thost:

effected persons defined tn Rule 1207.A.(2).

E. "
SPECIAL RULES FOR MULTI-
PLE OPERATORS WITHIN A
SPACING UNIT (4s Added by Or-
der No, R-12303-A, Dated May 12,
2005.)  (Formerly FORMS):

. (1) Atiowable production. If an operator complgtes a well in an oil
pool or prorated gas pool, Jocatcd within 2 proration Unir containiiy.
an existung well or wells producing from that pool and operated by i1 -
different operator, unless otherwise agreed by a;}vchrgtors of wells *
producing from that proration #nit, the allowable uetyon from such
newly completed well shall not exceed the differcnee betwoen the i -
Jownble production for sush proration unit and the actual production
from snch pool of the cxisting well or wells within xuch profation unil.,
The division may authorize axeeptions fo this provision after hearin;?
following eppropriate notice, .

(2) Notice requirements. Any opecator who intcnds to operate a well
1n @ SPECing Or prorution uuit containing an cxisting well ot wells aper. -
awd?y another operator shall, prior to filing the application forﬁperm;t
to drill, deepen of plug back for such well, furnish written notificatio 1
of its intent to the operator of each such existing well, and, if the unit
includes state or tcdera) minetals, 10 the Stak: Laud Office or Unito!
States Burcau of Land Management, as applicable; provided that separat >
notification to the Burean of Land Managemant shail not be require | -
if the application will be filed with that agenev pursuantto 19.15,1. 14
NMAC., Such noticcs shall be sent by certificd mail, return receipt
vequested, apd shall specify the location and depth of the proposed




