BEFORE THE
OIL CONSERVATION DIVISION
NEW MEXICO DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES

IN THE MATTER OF THE APPLICATION
OF DOYLE HARTMAN AND MARGARET
HARTMAN D/B/A DOYLE HARTMAN, OIL
OPERATOR, AND JAMES A. DAVIDSON
FOR EXTENSION OF THE RHODES GAS
POOL BOUNDARY, AND CONTRACTION
OF RHODES OIL POOL BOUNDARY IN
SECTION 26, T26S, R37E, LEA COUNTY,
NEW MEXICO, FOR WITHDRAWAL

OF ADMINISTRATIVE ORDER NSL-3633
ONLY INSOFAR AS IT GRANTED AN
UNORTHODOX WELL LOCATION TO
MERIDIAN OIL INC., FOR ITS RHODES NO.
“B” FEDERAL WELL NO. 7, LEA COUNTY,

NEW MEXICO, AND FOR DENIAL OF

MERIDIAN'S APPLICATION FOR APPROVAL

OF AN UNORTHODOX WELL LOCATION.

Tom
Ry
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AMENDED APPLICATION FOR DE NOVO HEARING
ON MERIDIAN APPLICATION, FOR ORDER AUTHORIZING
DISCOVERY, WITHDRAWAL OF ADMINISTRATIVE
ORDER NSL-3633, DENIAL OF MERIDIAN APPLICATION,
AND REDEFINITION OF RHODES GAS POOL BOUNDARY
TO INCLUDE MERIDIAN’S RHODES “B” FEDERAL NO . 7 WELL

Doyle Hartman and Margaret Hartman, d/b/a Doyle Hartman, Oil Operator
("Hartman") and James A. Davidson (“Davidson”), by their undersigned attorneys, and
pursuant to Rule 1220 of the OCD Rules and Regulations and NMSA 1978 Section 70-2-13
(1995 Repl.), hereby submit this Amended Application pursuant to Commission Order

dated March 19, 1996. This Amended Application seeks to particularize the claims for



relief sought in light of the Commission’s March 19 Order and specify the acreage at issue
in the request for boundary adjustment.

Applicants request that, following a de novo hearing, the OCD consider and
deny the application of Meridian Qil Inc. (“Meridian”) for an unorthodox location for its
Rhodes “B” Federal No. 7 well (“No. 7 well’) in the NW/4 of Section 26, T26S, R37E, Lea
County, New Mexico. Hartman and Davidson request that the Division authorize discovery
in connection with this proceeding. A motion for discovery is pending before the Division.

Meridian’s application was approved by Administrative Order NSL-3633,
issued February 28, 1996 without proper notice to Hartman and Davidson and without a
hearing. A copy of the order is attached hereto as Exhibit A. Hartman and Davidson also
request that the Division withdraw Administrative Order NSL-3633, which was stayed by the
Commission’s March 19 Order.

Hartman and Davidson finally request that the Commission, in accordance
with Rule 5 of the OCD’s Miscellaneous Rules, redefine the present boundary between the
Rhodes Gas Pool and the Rhodes Qil Pool in T-26-S, R-37-E, Lea County, New Mexico.
Hartman and Davidson request that the boundary of the Rhodes Gas Pool be extended to
include the NE/4 NW/4 and W/2 NE/4 of Section 26 in order to bring all gas wells in the
N/2 of Section 26, including Meridian’s Rhodes “B” Federal No. 7 well, into the Rhodes Gas
Pool. Hartman and Davidson seek a concomitant withdrawal of the NE/4 NW/4 and W/2
NE/4 of Section 26 from the Rhodes Oil Pool, and the withdrawal of the E/2 NE/4 and NE/4
SE/4 of Section 26 from the Rhodes Oil Pool. The boundary adjustment requested is

based upon new and recently available geological and production information, and would
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avoid creation of two separate but unequal classes of gas wells directly offsetting each

other, but producing from the same pool and common source of supply, and treat all wells

in Sections 23 and 26 in conformance with the letter and spirit of NMOCD Order R-6891.
As grounds for this Application, Hartman and Davidson state as follows:

FACTUAL BACKGROUND OF PARTIES AND TRACTS

1. Meridian Oil Inc. (“Meridian”) owns gas rights in a lease or leases in
the NW/4 of Section 26, T-26-S, R-37-E, Lea County, New Mexico. On December 21,
1995, Meridian filed an application for administrative approval for an unorthodox location
for its Rhodes “B” Federal No. 7 well in Section 26, and the matter was referred to Michael
Stogner, an OCD examiner. The No. 7 well was to be a gas well in the Rhodes Gas Pool
on 160-acre spacing. A copy of the original application is attached hereto as Exhibit B. As
of February 27, 1996, Meridian had not filed a completion report for the No. 7 well. The
well was apparently completed and placed on production at least by February 27, 1996,
prior to the issuance of any Order approving the location.

2. Hartman and Davidson have working interests in the 80-Acre Dublin
lease consisting of the Ef2 SW/4 of Section 23, T-26-S, R-37-E, including gas rights in the
Rhodes Yates-Seven Rivers producing interval underlying the lease. Texaco Exploration
and Production, Inc. (“Texaco”) owns gas rights in the W/2 SW/4 of Section 23, T-26-S, R-
37-E, including gas rights in the Rhodes Yates-Seven Rivers producing interval. The

acreage of Hartman, Davidson and Texaco is located directly to the north of the NW/4 of



Section 26 and involves the same pool and common source of supply from which the No. 7
well will produce. A copy of a map of the affected area is attached hereto as Exhibit C.
3. Meridian is the operator with respect to gas rights in Section 26 by
virtue of the Rhodes Unit Agreement dated January 1, 1944 and executed March, 1944.
That Agreement was executed by and between El Paso Natural Gas Co. (Meridian’s
predecessor in interest), The Texas Company (now Texaco), Colombian Carbon Co. (now
Oxy) and Amerada Petroleum Corp. (now Amerada Hess). A copy of the Rhodes Unit
Agreement is attached as Exhibit D.
4 The Rhodes Unit Agreement describes the tracts subject to the
Agreement as follows:
All tracts within the unit area as to which the oil and gas operating
rights are committed to this agreement constitute the lands subject to
this agreement. Signature hereof or consent hereto by any person
commits to this agreement the interests (whether operating rights or

other interests) specified opposite such person's signature hereof or
specified in such person’s consent hereto. (Emphasis added).

5. The signature page of the Rhodes Unit Agreement clearly depicts that
Section 26 is among the tracts committed to the Rhodes Unit Agreement. Section 23, in
which Hartman, Davidson and Texaco own interests, was not committed to the Rhodes Unit
Agreement. See page 18 of Exhibit D.

6. Meridian initially sought agreement from Texaco and Oryx in 1995
authorizing Meridian to drill a well in the SW/4 of Section 23. Texaco suggested that
Meridian secure a title opinion documenting ownership interests in Section 23. The title

investigation revealed that Hartman, Davidson, et al., not Oryx, owned the operating rights



as to the 80-Acre Dublin Federal lease consisting of the E/2 SW/4 of Section 23.
Discussions terminated. Meridian then proceeded with its administrative application for an
unorthodox location in the NW/4 of Section 26 which would necessarily affect, impact, and
drain reserves from the SW/4 of Section 23. Meridian knew that gas rights in Section 23
were owned by Hartman, Davidson, et al.. In essence, Meridian sought by its unorthodox
location in Section 26 to encroach upon gas reserves underlying Section 23 without the
required approval or concurrence of Hartman and Davidson.

7. Meridian has now recognized that it has no claim to operate a gas well
in the SW/4 of Section 23. See letter of Leslyn Swierc dated March 26, 1996, copy
attached as Exhibit E.

8. Both Texaco and Hartman have pending applications for force pooling
as to the SW/4 of Section 23, which are scheduled to be heard March 21, 1996. The
parties are currently in the process of finding a joint development program for the SW/4 of
Section 23. The proposed joint Hartman/Davidson and Texaco Rhodes Gas Pool well for
the 160-Acre gas proration unit consisting of the SW/4 of Section 23 will produce from the
very same pool and the same common source of supply as Meridian’s encroaching No. 7
well in Section 26.

9. Notwithstanding the fact that Hartman, Davidson and Texaco had
objected to Meridian’s application and requested a hearing before the OCD, the OCD
granted Meridian’s application administratively and without hearing by Administrative Order

NSL-3633.



10. By Order dated March 19, 1996, copy attached as Exhibit F, the
Commission directed the Division to hold a hearing on this Application and stayed the effect
of Administrative Order NSL-3633 pending the outcome of the Division hearing.
Administrative Order NSL-3633 has not been withdrawn.
Il.

LEGAL BASIS FOR THIS APPLICATION

A. Meridian’s Application Should be Denied Because it is Legally
Insufficient and Fatally Defective.

11.  Meridian’s Application is insufficient on its face in that Hartman and
Davidson, as affected parties who own productive acreage as to the same pool and
common source of supply from which Meridian's No. 7 well will produce, were not notified of
the Application by certified or registered mail. Meridian’s application does not state that
such notification was given as required by Rule 104(F) of the OCD’s Rules and
Regulations. The application fails to include a written statement apprising Hartman or
Davidson that they had 20 days from filing of the application to file an objection. The
application fails to include a plat showing diagonal and adjoining leases and a list of owners
and affected parties. The application fails to comply with Rule 104F(4).!

12. Hartman and Davidson have never been provided with notice by

certified mail of any Meridian Application pertaining to the No. 7 well as is required by the

' Rule 104 was amended by the Commission on January 18, 1996. The amended rule’s notice

requirements are identical to those in the old rule. The amended rule defines as “affected parties”
entitled to notice lesseas of record of an adjoining lease owning interests in the same pool as the proposed
wel and owners of record of unleased mineral interests in the same pool as the proposed well. Rule

104(F)3)(®)(ii) and (il).



OCD rules. Meridian has never certified that proper notice has been given under Rule
104(F).

13.  Meridian's application requests approval of an unorthodox location
based upon alleged “topographic problems due to power lines, pipelines, etc.”. The
application fails, however, to include appropriate topographical maps (including critical
dimensions) precisely depicting the nature of the existent topographical condition or
problem. The application fails to adequately describe the “topographic problems® which
allegedly justify administrative approval. The application fails to indicate that the request
for an unorthodox location moves the No. 7 well westerly away from an orthodox location

and closer to an existing GPM (formerly Northem) Gas Pipeline.

14,  Meridian's application, on its face, fails to meet the requirements of
Rule 104 and fails to justify the request for administrative approval. Locating a well closer
to an existing pipeline is not the type of “topographical condition” which should be used to
justify an application for administrative approval of an unorthodox location.

15. Neither the OCD nor the Commission have authority to grant an
application which fails to conform with the OCD’s rules and regulations. City of

Albuguerque v. State Labor & Industrial Commission, 81 N.M. 288, 466 P.2d 565 (1970);

Miller v. City of Albuguerque, 89 N.M. 503, 554 P.2d 665 (1976) (failure to comply with its

own regulations fatal to agency action); State ex rel. Hughes v. City of Albuguerque, 113

N.M. 209, 824 P.2d 349 (Ct. App. 1991) (relief from agency decision authorized if
procedures mandated by city ordinance were not followed even if the violation does not rise

to constitution deprivation), New Mexico State Racing Commission v. Yoakum, 113 N.M.
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561, 829 P.2d 7 (Ct. App. 1991), cert. denied, 113 N.M. 352, 826 P.2d 573 (1992)
(suspension by State Racing Commission void because commission failed to follow its own
reguiation).

16.  Meridian's application should be denied for failure to comply with the

requirements of Rule 104.

B. Meridian’s Original Application Should be Denied Because Meridian
Violated the Due Process Rights of Hartman and Davidson and Violated

OCD Rules and Requlations By Failing to Give Proper Notice of its
Application.

17. Hartman and Davidson are entitled to proper notice of Meridian's
application as affected parties under amended Rule 104(F)(3)(b)(ii) and (iii) and as lessees
and operators of proration or spacing units offsetting the acreage or unit for which the
unorthodox location for the No. 7 well was sought under prior Rule 104(F). Meridian was
fully aware of Hartman's and Davidson’s interests in Section 23 at the time it applied for
administrative approval. Under either rule and elementary principles of due process,
Hartman and Davidson were entitled to notice of Meridian’s application and to a hearing on

the application. Uhden v. New Mexico Qil Conservation Commission, 112 N.M. 528, 817

P.2d 721 (1991).

18.  Notwithstanding Meridian’s failure to comply with Rule 104(F),
Hartman and Davidson accidentally discovered the existence of the No. 7 well on or about
January 22, 1996, and objected to Meridian’s Application by letters dated January 23, 24,
25 and 31, and February 26, 27 and 28, 1996. Copies of that correspondence, provided to

the OCD, are attached hereto as Exhibit G. In objecting to Meridian’s Application, Hartman



and Davidson requested that the matter be set for hearing and that the application not be
considered or approved administratively.

19.  Meridian sent Hartman a copy of the original application by uncertified
mail letter dated January 29, 1996, admitting to its failure to provide proper notice. A copy
of that letter is attached as Exhibit H. Meridian never sent the original application to
Davidson.

20. Texaco Exploration and Production, Inc., another offset operator, also
objected to Meridian’s Application by letters dated February 2 and 26, 1996 and requested
that the application be set for hearing. Copies of the Texaco correspondence are attached
as Exhibit |.

21.  Although Meridian failed to provide proper notice, and despite the fact
that there were valid objections from Hartman, Davidson and Texaco on record opposing
Meridian’s application for administrative approval and requesting a hearing, the OCD
considered and ultimately approved Meridian's application administratively, without
affording Hartman and Davidson (and Texaco) a hearing in violation of both Rule 104(F)

and elementary due process rights and principles. Uhden, supra; Miller v. City of

Albuquergue, supra.

C. Meridian’s Amended Application Should be Denied and Administrative
Order NSL-3633 Withdrawn Because Meridian Violated the Due Process

Rights of Hartman and Davidson and Violated OCD Rules and
Requlations By Failing to Give Proper Notice of its Amended

Application.

22.  Meridian’s original application sought approval for a Rhodes Gas Pool
well on 160-acre spacing at an unorthodox location. A copy of the original C-102 form is
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attached hereto as part of Exhibit B. At some point during the application review process,
apparently in January, 1996, the C-102 was modified to suggest an application for a “so-
called” 40-Acre Rhodes Yates-Seven Rivers (“Rhodes Y-SR”) oil pool gas well. A copy of
the modified C-102, which was treated by the OCD as an Amended Application, is attached
as Exhibit J.

23. By January 29, 1996, Meridian knew that the application for
administrative approval of an unorthodox location had been amended to reflect a request
for a “so-called” Rhodes Y-SR Qil Pool gas well on 40-Acre spacing. Nevertheless, on
January 29, Meridian sent Hartman (but not Davidson) notice of the original incomplete
application, not the amended application which was in fact being considered by the OCD as
of that date. Meridian intentionally withheld from Hartman and Davidson, and failed to
provide notice of the amended application. The amended C-102 form was never served on
Hartman or Davidson by Meridian. )

24, The OCD hearing examiner had notice of the amendment to the
application at least as of February 1, 1996. See fax transmission to Michael Stogner dated
February 1, 1996, attached as Exhibit K. The OCD also never gave notice to Hartman or
Davidson that it was considering an amended application. Hartman first discovered the
amended C-102 form on February 26, 1996 while reviewing a copy of the No. 7 well file that
had just been obtained from the OCD’s Hobbs office.

25. The OCD granted Meridian's administrative application for an
unorthodox location based upon the amended C-102 and application, not the original

application filed by Meridian and served on Hartman January 29, 1996. The OCD'’s action
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in ruling on an amended application which was not properly served on Hartman and
Davidson violates the OCD's own rules and Hartman’s and Davidson's right to due process.
Uhden, supra.

26. Meridian has never submitted an amended application for its
proposed No. 7 well which conforms with the notice requirements of Rule 104(F). Although
Meridian failed to provide proper notice, and despite the fact that there were valid
objections from Hartman, Davidson and Texaco on record opposing Meridian’s amended
application for administrative approval and requesting a hearing, the OCD considered and
ultimately approved Meridian’s application administratively, without affording Hartman and
Davidson a hearing, in violation of both Rule 104(F) and elementary due process rights and

principles. Uhden, supra; Miller v. City of Albuquerque, supra.

D. Meridian’s Amended Application Should be Denied and Administrative
Order No. NSL-3633 Withdrawn Because the OCD Violated the Due

Process Rights of Hartman and Davidson and Violated its Own Rules
and Requlations by Considering and Approving the Amended
Application.

27. In granting Meridian’s amended Application, the Division attempted to
avoid the notice problem and justify its treatment of the application administratively, and
without a hearing on the merits, by incorrectly holding that notification was proper “since
Meridian itself in this instance is the affected party.” Administrative Order NSL-3633, p. 2.

28.  The determination by the Division that Hartman and Davidson are not
affected parties, or are not entitled to notice, hearing, and an opportunity to be heard on
Meridian’s application, is contrary to the OCD’s own rules and regulations as set forth in

Rule 104(F) and violates of Hartman’'s and Davidson’s due process rights. Uhden, supra.
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29. The No. 7 well will produce from the same pool or common source of
supply as the joint Hartman/Texaco well proposed in Section 23. The operation of the No.
7 well, particularly at an unorthodox location only 330-feet from the southern boundary of
the Texaco and Hartman/Davidson leases, will necessarily affect and diminish the rights of
Hartman and Davidson (and Texaco) to fully develop and benefit from their acreage and oil
and gas reserves in Section 23.

30. The OCD’s approval of Meridian's application denies Hartman and
Davidson (and Texaco) the right to produce their just and equitable share of gas from the
Rhodes Yates-Seven Rivers Pool, since the No. 7 well is immediately adjacent and
produces from the same common source of supply as the well proposed by
Hartman/Texaco in the SW/4 of Section 23. The Division’s grant of Meridian’s application
thus violates NMSA 1978 § 70-2-17(A) (1995 Repl.).

31. The OCD'’s failure and refusal to give Hartman and Davidson notice
and an opportunity to be heard on Meridian's amended application violates the OCD’s own
rules and regulations, and Hartman’s and Davidson’s due process and equal protection

rights under both the New Mexico and United States Constitutions. Uhden, supra; Miller,

supra.

E. Administrative Order NSL-3633 Should be Withdrawn as Fatally

Defective Because it Fails to Make Any Finding Supporting
Administrative Consideration and Approval of Meridian’s Amended

Application.

32. Administrative Order NSL-3633 fails, on its face, to make any finding

or reach any conclusion which justifies treatment of Meridian’s application administratively
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and without notice, hearing and an opportunity to be heard by all parties, including Hartman
and Davidson. While Meridian’s application attempted to justify the unorthodox location
based upon “topographic problems”, the Order contains no finding on the nature of the
alleged “topographic condition or problem” which justifies administrative treatment of the
application without a hearing.

33. There is no evidence in this record to support Meridian’s claims in the
application that the unorthodox location was chosen because of reasonably justifiable
“topographic condition or problem.” Had any such finding been made, it would be arbitrary,
capricious, and not supported by substantial evidence. The unorthodox location brings the
well closer to an existing pipeline hazard and not away from a pipeline hazard. In fact,
Meridian has chosen the unorthodox location specifically to provide itself with a competitive
advantage in producing gas from the same pool and the same common source of supply to

the detriment of Hartman and Davidson (and Texaco).

F. The Commission Should Permit Hartman and Davidson to Undertake

Discovery in this Proceeding Given These Facts and the Procedural
Irreqularities Which Attended the OCD Proceedings.

34. Meridian’s actions in connection with this application and the temporal
relationship to Meridian’s prior attempts to develop Section 23 itself, where Meridian has no
interest in Section 23, are highly irregular and suspicious. Meridian’s activities indicate a
conscious and willful attempt to ignore the real property interests of Hartman and Davidson
at best, and to deprive Hartman and Davidson of their real property interest, and their right
to develop their just share of gas, at worst. Hartman and Davidson require discovery from

Meridian in order to determine exactly what actions Meridian has undertaken in this regard,
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who is responsible for those actions, the timing of those actions, as well as the motivation
behind Meridian’s activities.

35. The application review and approval process which Meridian rushed
through the OCD in this matter is burdened by procedural and due process irregularities.
Hartman and Davidson are not privy to all the facts and details surrounding these
iregularities. Nevertheless, the information Hartman and Davidson have learned, as well
as the irregularities which are apparent on the face of this record, confirm the need for
discovery from Meridian and Division officials and employees on the process by which this
Meridian application was originally submitted, subsequently amended, and ultimately
approved administratively notwithstanding record objections from affected parties.

36. Hartman and Davidson are informed and believe that representatives
of the OCD met ex parte and had communications with Meridian representatives regarding
the Application. Hartman and Davidson do not know whether those ex parte meetings and
communications occurred (a) before or after the application was amended or (b) before or
after Hartman’'s and Davidson's objections were made part of the record.

37. Hartman and Davidson are entitied to know the process by which the
Application came to be amended, and request that discovery be allowed in the course of
this proceeding in order to determine how the change came about, the identity of the
persons involved in the change, and why the change, which is a highly substantive change
relating to the application, was never communicated to Hartman and Davidson throughout
the application process, notwithstanding their record objections to the application. [n re

Miller, 88 N.M. 492, 542 P.2d 1182 (Ct. App.), cert. denied, 89 N.M. 5§, 546 P.2d 70 (1975)
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(administrative proceedings must conform to fundamental principles of justice and due

process requirements including pretrial discovery).

G. The Boundaries of the Rhodes Gas Pool Should be Redefined to
Include the No. 7 Well in Accordance with OCD Rules, Reqgulations,
Orders and Prior Practice.

38. The OCD created the Rhodes Gas Pool in 1982 by Order R-6891,
attached as Exhibit L. The proceeding was initiated by the application of El Paso Natural
Gas Company in Case 7416 for pool creation and redelineation, Lea County, New Mexico.
El Paso is the predecessor in interest to Meridian as to the Meridian leases at issue in this
application. In creating the Rhodes Gas Pool, the OCD was concemed with establishing
the gas/oil contact line (line between the oil zone and the gas zone) for the Rhodes Pool
common source of supply in order to ensure that gas wells would be assigned to that
portion of the Rhodes Pool common source of supply designated as the Rhodes Gas Pool
and oil wells would be assigned to that portion designated as the Rhodes Qil Pool:

It was also suggested to us in our visit to
the Commission that we divide Rhodes into two
pools, a gas pool and an oil pool, so the Green
line is our attempt to separate or establish a
gas/oil contact and separate the oil pool portion
from the gas pool portion.

Primarily we used the production of the
wells themselves for control. It seems to fit fairly

well the structure on top of the Yates, also.

A partial copy of the transcript of the Examiner Hearing from case 7416 is attached hereto

as Exhibit L.

15



39. At the time of El Paso’s application and the creation of the Rhodes
Gas Pool in 1982, there were no producing oil or gas wells drilled in the N/2 NW/4 and
NE/4 of Section 26 that provided reliable information which would allow the Commission to
properly establish the boundary between the Rhodes Oil Pool and the Rhodes Gas Pool,
as to Section 26, based upon actual production. Since that time, subsequently developed
production, including the completion of the No. 7 well as a gas well, clearly establishes that
the No. 7 well is located on the gas pool side of the Rhodes Pool gas/oil contact line and
clearly belongs in the Rhodes Gas Pool.

40. Since establishment of the Rhodes Gas Pool in 1982, the OCD has
consistently recognized and adjusted the boundary between the gas and oil zones in the
reservoir and has assigned gas wells to the gas pool portion and oil wells to the oil pool
portion. It is clear, based upon production in the area, including the recent results of
Meridian’s No. 7 well, Meridian’s previously drilled Lineberry “B” Federal No. 1 well® in the
N/2 of Section 26, and Meridian’s Rhodes “A” Federal No. 4 in the SW/4 of Section 22, that
the No. 7 well is and should be assigned to the Rhodes Gas Pool. The No. 7 well is a gas
well producing from the Rhodes Pool interval and lies on line between the Rhodes “A”
Federal No. 4 and Lineberry “B” Federal No. 1, both of which are Rhodes Gas Pool wells.
See Exhibit N. The No. 7 well is a gas well producing from the same common source of

supply as Hartman's/Texaco’s proposed Rhodes Gas Pool well in the SW/4 of Section 23.

2 A copy of OCD forms which treat this well as a Rhodes Gas Pool well and the well completion log for
this well are attached as Exhibit N.
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41. Based upon new and recently available geological and production
information corresponding to Section 26, T-26-S, R-37-E, the Division should extend the
Rhodes Gas Pool boundary to include the NE/4 NW/4 and W/2 NE/4 of Section 26 (120-
acres), which would include the Rhodes “B” Federal Well No. 7. Based on the same
geological and production information, the Division should concomitantly withdraw the NE/4
NWI/4 and W/i2 NE/4 of Section 26 (120-acres) from the Rhodes Oil Pool.

42. Based on new and recently available geological and production
information, the Division should remove the E/2 NE/4 and NE/4 SE/4 of Section 26 (120-
acres) from the Rhodes Qil pool because this acreage is unproductive.

43. The boundary adjustment requested herein is necessary to ensure
that the Division treats all wells in Sections 23 and 26 in conformance with the letter and
spirit of NMOCD Order R-6891 dated February 1, 1992, which initially established the

boundaries of the Rhodes Qil and Rhodes Gas Pools.

G. Meridian’s Amended Application Should be Denied for Failure to
Request Treatment for the No. 7 Well as the Rhodes Gas Pool Well it is.

44.  Administrative Order NSL-3633 approves the No. 7 well as a gas well
in an oil pool subject to 40-acre spacing. The No. 7 well is, in reality, a gas well in the gas
zone portion of the Rhodes Pool common source of supply and must necessarily be made
subject to Rhodes Gas Pool spacing and set-back requirements. Rule 5 of the
Miscellaneous Rules of the OCD provides:

The Division will determine whether a
particular well or pool is a gas or oil well, or a gas
or oil pool, as the case may be. and from time to

time classify and reclassify wells and name pools
accordingly . . . . (Emphasis added).
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45. Treatment of this well as a gas well in the Rhodes Qil Pool creates two
distinct and unequal classes of gas wells directly offsetting each other and producing from
the same common source of supply. This result is inconsistent with prior OCD precedent
for gas wells drilled in Section 26, inconsistent with the letter and spirit of Order R-6891
establishing the Rhodes Yates-Seven Rivers Gas Pool, and inconsistent with Rule 5 of the
Miscellaneous Rules of the OCD Rules and Regulations.

46. Treating Meridian's No. 7 well a gas well in an oil pool gives Meridian
preferential treatment and advantage which violates NMSA 1978 § 70-2-17(A) (1995 Repl.)
(rules, regulations and orders of the Division shall, insofar as practicable, afford to the
owner of each property in a pool the opportunity to produce his just and equitable share of
the oil or gas, or both, in the pool).

47.  Authorizing Meridian to drill at a location just 330 feet south of the
property line separating the Meridian lease and the Hartman/Davidson Dublin lease to the
north, would grant Meridian an unfair advantage by allowing Meridian to encroach upon
gas reserves from the same pool and a common source of supply which underlies all of the
leases in the affected area. The OCD, by Administrative Order NSL-3633, granted
Meridian a distinct advantage, but took no steps to offset this advantage as authorized
under Rule 104(G).

48. A copy of this Amended Application has been served upon all parties
listed on Exhibit O, including Meridian, Texaco, and all offset Rhodes Oil and Rhodes Gas
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Pool operators, advising them that this matter is tentatively scheduled for hearing May 2,
1996 before the Division in Santa Fe, New Mexico.

WHEREFORE, Hartman and Davidson respectfully request that the
Commission set this matter for de novo hearing, authorize Hartman and Davidson to
undertake discovery prior to public hearing, withdraw Administrative Order NSL-3633, and,
following hearing, deny Meridian's Application in its entirety. The Commission should
recognize the geologically correct location of the gas/oil contact line for the Rhodes Pool
common source of supply and redefine the limits of the Rhodes Gas Pool to include the No.
7 well, extend the boundary of the Rhodes Gas Pool to include the NE/4 NW/4 and W/2
NE/4 of Section 26, and withdraw the NE/4 NW/4, W/2 NE/4, E/2 NE/4 and NE/4 SE/4 from
the Rhodes Qil Pool based upon new and recently available geological and production

information.

Respectfully submitted,

GALLEGOS LAW FIRM, P.C.

o Mulecl Gt

J. E. GALLE

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

Attorneys for Applicants
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CERTIFICATE OF SERVIC

—

| hereby certify that | have caused a true and correct copy of the foregoing to
be hand-delivered on this day of April, 1996, to the following counsel of record:

William F. Carr, Esq.
Campbell, Carr & Berge, P.A.
110 N. Guadalupe, Suite 1
Santa Fe, New Mexico 87501

Thomas W. Kellahin, Esq.
Kellahin & Kellahin

117 N. Guadalupe

Santa Fe, New Mexico 87501

and mailed to:

Donna Williams

Meridian Oil, Inc.

Post Office Box 51810
Midland, Texas 79710-1810

MICHAEL J. CONDION
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STATE OF NEW MEXICD
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT

OlL CONSERVATION DIVISION

2040 S. PACHECD
SANTA FE, NEW MEXICO 87505
{505)827-7131

Midland, Texas 79710-1810
Attn: Donna Williams

February 28, 1996 23
- o
no3
o < 9=
(42 [a] o™
— O o
i ri
Meridian Qil, Inc. = 5 <
P.O. Box 51810 - =35
o o
o | gand

Administrati.ve Order NSL-3633

Dear Ms. Williams:

Reference is made to your application 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 and 26, 1996 and
Doyle Hartman, Oil Operator dated January 23, 24, and 31, and February 26 and 27, 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 rature, complicated
contractually, and is based on existing poolwide practices and development under the terms of the
Rhodes Unit Agreement; 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
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Administrative Order NSL-3633
Meridian Oil, Inc.

February 28, 1996

Page 2

said Rule 104.C(1)(a) development wells in defined oil pools shall be spaced on 40-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



MERIDIAN OIL

December 21, 1995 ‘ ] ;{:’j:’
SRy /

Mr. Michael Stogner

Qif Conservation Division
2040 South Pacheco

Santa Fe, New Mexico 87505

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

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

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

Mr. Stogner:

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

have topographic problems due to powerlines, pipclines, etc.

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

dincerg - ' ""\
‘\‘{
L/\ k_k/ -
Donna J. Williams
Regulatory Compliance

EXHIBIT "B"

P O Box 515610. Midlang. Texas 79710-1 . -
. g - eXas 72 -1210 T 215-662-
0N A R i € 7970;-5&06' 210 Telephone 215-662-6500



State of New Mexico " Torm C-102
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10 Drawer DD, Adais, NM 2R201-0019 O]L CONSERVATION DIVISION Subu:it to Appropriate Distric Office
District 111 PO Box 2088 . State Leace - ¢ Copies
1000 Rio irazws R., Aticc, NM 87410 Santa Fe, NM 87504-2088 Fee Lease - 3 Copies
Disteict IV
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WELL LOCATION AND ACREAGE DEDICATION PLAT

APl Numticr 2 1'oul Code 3 Pooed Ngae
83810 Rhodes Gas Pool
* Ivuperty Code  Peagweety Name * Well Nunibrer
17608 RHADES “B° FEDERAL 7
"OCRI Na. ! Opmeentor Natue * Elevatine
26485 MERIDIAN OIL INC. 2994
1 Surface Location
Ul.a¢ Iat no. Sectivn Townalip | ftange Tat 1dn Feut from the North/Sautl uc” Fect feumn the Fast/Wet fine Cunaty
c 26 |e26s |37¢€ 330 NORTH 1470 VEST LEA
! Bottom Hole Lacation If Different From Surface
UL erlat na. { Section | Towmnship | Hanpe Lot [dn Foet from the North/South fine Feet frvm the at/Wat fine County
" Dediceted Acra]  Jalnt or Infill | ** Consalidution Code § ** Order Na.
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

80.10 ¢b
e . =] { " OPERATOR CERTIFICATION
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DIRECTIONS:

FROM THE INTERSECTION OF NEW MEXICO KIGHWAY 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

NFE - REVSID 10~20-9%
YD LOCATCN

MERIDIAN OIL INC.
RHODES "B FEDERAL No. 7

G Laughlin-Simmons of Texas ROAD MAP AND DIRECTIONS

KIDLAD DISTRICT OFFILE

TS . LEA COUNTY, NEW MEXICO

(~809-242-2128

PO XX {757
MIDLASTL TEXAS 79702 dater OCTIOBER 15, 1995  scales
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G [ aughlin-Simmons of Texas

GIAND DISTRICT OFF[CE
915 693-1233
In State TOLL FREE 1«
1-€0-242-328

PO 83X 1757
MDA TEXAS 79702
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EXISTING LEASE ROAD

1OTE = RS 16-20-8%:
WOMD LOZATON

MERIDIAN OIL INC.
RHODES "B FEDERAL No. 7

PROPOSED ACCESS

LEA COUNTY, NEW MEXICO
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UNIT aG6itbbiBERNT

FOR THL DEVELOPMENT AND OPERATION OF THE RHODES AREA

This agreement, entered into as of the 1lst day of
January, 1944, by and between the parties subscribing or con-

senting hereto,

WITNESSETH

WHEREAS, the parties subscribing or consenting hereto
are the owners of operating, royalty, or otﬁer oil or gas in-
terests in the Rhodes unit area hereinafter defined;

WHEREAS, it is the purpose of the parties hereto to -
conserve the natural resources, prevent avoidable waste, and
obtain the otﬁer benefits obtainable through development and
operation gf said unit area (or the part thereof made subject
to this agreement) under the'terms, conditions, and limitations
hereinafter sef forth; under and pursuant to the provisions of
sections 17, 27 and 32 of the act of‘Congpess, approved Febru-
ary 25, 1920, eﬂfitled "An act to promote the mining of coal,
phosphate, oil, oil shale, gas and sodium on the public domain,"
LY Stat. 443, -448, 450, as amended or supplemented by the acts
of March 4, 1931, 46 Stat. 1525, and August 21, 1935, 49 Stat.
677, 672; 30 U. S. C. 226, 184 and 189;

HOW, THERLFORE, in consideration of the premises and
the promises hereinafter contained, the parties hereto and the

parties consenting hereto agree among themselves and with the

EXHIBIT D
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UNIT LG b2k NT

FOR THE DEVELOPMENT AND OPEAATION OF THE RHODES AREA

This agreement, entered into as of the 1st day of

January, 1944, by and between the pérties subseribing or con-

senting hereto,

LRITNESGETH:

WHEREAS, the parties subscribing or consenting hereto
are the owners of operating, royalty, or otﬁer 0il or gas in-
terests in the Rhodes unit area hereinatfter defined;

WHEREAS, it is the purpose of ‘the parties hereto to -
conserve the natural resources, prevent avoidable waste, and
obtain the otﬁer benefits obtainable through development and
operation Qf said unit area (or the part thereof made subject
to thls agreement) under the terms, conditions, and limitations
hereinafter set forth, under and pursuant to the provisions of
sections 17, <7 and 32 of the act of Congress, approved Febru- "
ary 25, 1920, entitled UAn act to promote the aining of coal,
phosphate, oil, oil shale, gas and sodium on the public domain,®
41 Stat. 443, -448, 450, as amended or supplemented by the acts
of March 4, 1931, 46 Stat. 1525, and August 21, 1935, 49 Stat.
677, 672; 30 U. S. C. 226, 184 and 189;

NOW, THRRLFOrk, in consideration of the premises and
the promises hereinafter contained, the parties hereto and the

parties consenting hereto apgree amonp themselves and with the



Secretary of the Interior as follows:

ENABLING ACT 1. The act of February 25, 1620, supra,
AND
REGULATIONS as zmended, and all pertinent regula-

tions heretofore and all pertinent and reasonable regulations
hereafter issued thereunder, including operating regulations,

are accepted and made a part of this agreement.

UNIT AREA 2. The following described lands- shown

on the map attached hereto are hereby Gesignated and recognized.

as éonstituting the Rhodes unit area:

Section 4: W/2 W/2; E/2 S4/4; V/2 SE/L; SE/4 SE/4
Section 5: All ' '
Section 6: NE/4 WW/43 NE/4; N/2 SE/4; SE/4 SE/4
Section 7: NE/4 NE/4 ‘
Section 8: NW/4; N/2 SW/4; SE/Y4 SW/4; B/2
Section 9: All

Section 10: NVi/4 NW/4; S/2 Ni/4; o/2
Section 15: £11

Section 16: All

Section 17: E/2; E/Z Wii/4

Section 20: E/z

Section z1: All

Section 22: All -

Section 23: SW/4 NW/4; S@/4

Section z6: A1l

Section &T¢ 211

Section 28: £ll

Section 29: E/2 WE/4

£1Y in Tawmeaehin 264 “anth. Renee 37 Fast . N. M. Meridian.



The above described unit area may be modified upon

apﬁlication by the Group 1 Unit Operator hereinufter referred

to and by the unit operator pr'operators for the unitized sub-
stances in Group < and Group 3, or, if there be no unit operator
for the unitized substances in both or either of said Groups,
then the owners of the operating rights as to unitizedvsubstan-
ces in the Group for which there' is no unit .operator upon the
majority of the lands then subject to this agreement, and with
the approval of the Secretary of the interior, to include addi-
tipﬁal land reasonébly regarded as necessary or desipable for
the purpbses of this agreemen£ or to exclude land feasonably
proved to be unnecessary for such purpeses. Such increase or
decrease shall be effective as of the first of the month fo}Q

lowing approval.

LARDS gUBJECT 3. All tracts within the unit area as
0

‘THIS AGREEMENT

to which the oil and gas operating
rights are committed to this agreewment constitute the lands
subject to this égreement. Slgnature hereof-or consent hereto
by any person commits to this agreement the interests (whether
operating- rights or other interests) specified opposite such

person's signature hereof or specified in such person's-consent
heretos

Ji¥atoLbl) 4. A1l o0il, gas, natural gasoline, and
Sl TeNCES

associated fluid hydrocarbons in
lands subject to this agreement ia any and all sznds or hori-
zcas are unitized under the terms of this agreement and are

horninafher ealled imid i omd evibetance g



SEGREGATLON 5. It is the intent and purpose of the
OF URITIZED

SUBSTANCES

parties to this agreement that the
unitized substances shall be subject to development and opera-

tion in separate groups as follows:

Greup 1. Gas (including casinghead gas) in any
and a2ll sands at or above a depth of
. 4,000 feet from the ground surface,
whether such gas is now in place or is
nereafter injected.

Group <. 0il in any and zll sands at or above a

a
depth of 4,000 feet from the ground
surface.

Group 3. All unitized substances below a depth
of 4,000 feet from the ground surface.

GROUP 2 6.
AND/OR

GROUP 3 . for the unitized substances in Group
UNIT OPERATOR '

- OR_OPERATORS 2 and/or Group 3, nor need be unless

the appointment of such a Unit dperator be demanded by the
Secretary.

No Unit Operator has -been appointed

The terms and conditions for the development and
operat;on of unitized substances in Group 2 and/or Group 3
shall (unless and until a plan for their development be estab-
lished as below provideé) be deemed to be the terms and con-
ditions of the leases, contracts, and other agreements under
which said unitized substances are now being developed and
operated, except insofar as said leases, contracts or other
agreements may require zdjustment or modification to conform

with the herein provided terms and conditions.

The holders of the operating rights as to the uni-

tized substances in Group 2 and Group 3, or either, may at any



time select, and ther agrec upon demand of the Secretary
proaptly to select, 2 Unit Cperator for the unitized substan-
ces in Group 2 and Group 3, or either, and in either such case

they shall also submit z schedule showing a method of allocation

of benefits and costs of ouperaticns as to said unitized substan-~
ces and the ratio of apportionment thereof amoﬁg the parties
entitled to such benefits or qhargeaﬂle with such costs. After
approval by the Secretary of the Unit Operator so selected, and
of the schedule so submitted, and within 30 days after demand by

the Supervisor, sazid Unit Operator shall submit for the approval

of the Supervisor a plan of development and/or operation for the

unitized substances in Groups z and/or 3, which plan or plans,
when so approved, shall constitute the further drilling and

operating obligations of said Unit Operator for the unitized

substances involved. Said plan or plans shall be as nearly

complete and adequate as the Supervisor may determine to be nec-

essary and advisable to conserve properly the unitized substan-

. ces covered by such plan or plans. Said plan or plans may be

modified from time to time upon approval of said Supervisor,
or at the direction of said Supervisor, to meet changed condi-

tions, and the further obligations of the Unit Operator or Oper-

ators involved shall be conformed thereto.

GRACY 1 7. El1 Paso Natural Gas Company is.hereby
U.‘."::.j:'.‘

designated as unit operator for Group 1
unltized substances, hereinafter designated as Group 1 Unit Oper-
ator, and by signaturc hereof comaits to this agreement 21l in-

terests vested in it in lands within the unit area and agrees



to accept the duties and obligations of such unit operaéor fd'
conduct and manage the operation of the lands subject to this

agreement for the development, storage and production of Group
1 unitized substances as herein provided.

SUCCESSOR 8. Whenever a Unit Operator for a Group
UNIT

OPERATOR or groups of unitized substunces

designated under this agrcement shall be rcmoved or shall re- -
linquish his rights as Unit Operator under this agreement, the
owners of the majority of opérating rights as to such group or

groups of unitized substances according to their total acreage

interests in the lands subject to this agregment'as to such

group or groups thall select a new uﬁit operator for such group

or groups of unitized substances. Such selection shall not be-

come effective until (a) the unit operator so selected shall

accept the duties and

and (b) the selection

responsibilitics of such unit operator

shall have been approved by the Secretary.
Any unit operator shall be subject to removal for failure to
pgpform effectively his cduties znd obligaticns as Unit Operator
hereunder on notice by the Secretary, such nctice to be given
only after reasonable opportunity has been given to correct any
specifiéd default in performancc. _

The right to relinquish all rights as a unit operator
may be exercised whenever said operator is not in default under
this sgreement but no Unit Operutor shall be relieved from his
duties and obligations &s Unit Operator for a period of six

wonths after notice of intention to relinguish. such duties and

ohkligations has been served by him on all other parties hereto



N
-~
.

holding operating ~ights in respect tc the unitized substances
involved and the Secretary, unless a new operator shall have
been selected znd shall have taken over and assumed the duties

and obligations of such Unit Operator prior to the expiration

of said period. At any time prior to the datz c¢n which relin-

quishment by or removal of a Unit Operator becomes effective,

the owners of operating rights as to the unitized substances

involved or a duly qualified new Urit Operator may elect to
purchase on reascnable tzrms all ovr eny purt of the preceding
Unit Operator's eoquipment, material. and zppurterances in cor

upon the lands subject to this agrececment, proviced that, ae
such equipment, material, or appurtenances so selected for pur--

chase shall be removed pencing determination of reascnable terms

of purchase. Any equipment, material, and appurtenances not so

purchased and not so necessary for the preservation of wells may
be removed by the retiring Unit Opesrator at any time within six

(6) months after the relincuishment or removal becomes effective,

but if not so removed shzll beccme the joint property of the
owners of the operating rights és to the unitized substances
involved.

hcquisition or assiznment of operating rights pertain-
inz to Federal lands subject to phis agreement and the considera-

tion therefor shall be subject to approval by the Secretary.

RiZaTS_ AND 9. The exclusive right, privilegc, and
9L GATLOKS .

£ Ludup ) duty of exercicing uny and all rights
Uni® OPrhaTOR '

of the parties signatory hereto which

arc necessary or conveni-ont fcr prospecting -for, producing,



storing and dispnosing of the Group 1 unitized substances is
hereby vested in the Group 1 Unit Operator and shezll he exercised
by said Unit Operator as provided in this agreeument. Ad:eptable
evidence of title to said rights shall be deposited with said
Unit Operator, @nd, together with this agrecement, shall consti-
tute and define said Unit Operaﬁor‘s rights, ﬁrivileges, and
obligations in the premises; provided, that nothing herein shall
be construed to transfer title to any lands, leases, or opera-
ting agreements, it being understood that the Group 1 Unit Opera-
tor shall have rights of possession and use merely for the pur-
poses herein specified, and for any and all other purposes all
existing agreements in respect to Group 1 unit}zed substances
remain in forcé and effect. Like provisions éhall be applicable
to Group 2 and/or Group 3 unitized substances if and when &

& unit
operator or operators for those substances zre selected as here-

in provided.

The Group 1 Unit Operator shall pay. all costs and

expenses of operations with respect to the development, storage

and recovery of Group 1 unitized substances.

PLAN OF

FLAN OX 10. The Group 1l Unit Operator is author-
OPERATION

A5 _TO GROUP 1 ised to shut-in or produce the uni-
UNITIZED :

SUBSTANCES

tized substances in Group 1, or
supplement such substances by injection of gas, according to

a plan of development and/or operztions which shall be submit-
ted by said Unit Operator for zpproval by the 0il and Gas Super-

visor within 30 days after approval of this agreement and when



so appfoved shall constitute the obligations of said Unit
Operator for development and operation of such unitized substan-
ces; provided that said plan shall be subject to modification
from tiﬁe to time at the option of said Unit Operator subject
to like approval; and provided further that the 0il and Gas
Supervisor nay réquire that a new plan of development and/or
operations shall be submitted when, in his opinion, such action

is necessary and advisable in the public interest.

ALLOCATION 11. Group 1 unitized substances, as and
OF GROUP 1 _

" UGNITLZ2ED when produced, will be deemed to be
SUBSTANCES

produced equally on an acreage basis
from all the lands subject to this agreement and will be zllo-
cated to the several tracts in the fatio that the total acreage

of each bears to the total acreage subject to this agreement.

PAYMENTS OF 12. Group 1 Unit Operator, on behalf of
ROYALTLIES

ON GRQUP 1 the respective lessees, shall pay
UNITIZED

SUBSTANCES

all royalties due the United States,

the State of New Mexico, and others entitled thereto, on account
of Group 1 unitized substances; provided, that if said Unit
_Operator defaults in any such payments and no bond has been
posted by sald Unit Operator which is adequate to cover such
default, or when there is no Group 1 Unit Operator, the obliga-

tion to pay royalties on droup 1l Unitized Substances shall rest

upon the respective lessees.

HOYALTIES 13. (a) Royalties on Group 1 unitized
AND RENTALS .

substances payable to the United



" (1) A royalty of 3.79 per cent on the value of the
gas as to production thereof allocated to Federal lands for a
.period of 25 years subjgct to the provisions of the following
paragraphs of this section, regardless of whether the produc-
tion was originally in place or was injected by Qroup 1 Unit
Operator, and thereafter the lease rates shall prevail unless
a modification of such rates is agreed'upon by the Secretary
of the Interior and Group 1 Unit Operator.

(2) Royalties on gasoline or other liguid hydrocarbons
allocated to Federal lands shall be paid-a; the lease rates.

(3) 1If for any reason Group 1 Unit Uperator does
not inject into sands or horizons containing Group 1 unitized
substances a total of 65,000,000'm.c,f. of gas within 15 years
from the effective date hereof or if, upon the permanent dis-
continuance of the injection of gas, Group 1 Unit Operator has
failed to inject 65,000,000 M.c.f., the rate of royalty due
the United States on the gas recovered from the production of
Group 1 unitized substances shall be 3.79 per cent plus that
peréentage of 6.54 per cent which the difference between
65,000,000 M.c.f. and the amount of such gas injected bears
to 65,000,600 M.c.f.

(4) If the total volume of gas produced per acre
equals the amount injected per acre plus 4,136 M.c.f. per
acre at 15.02 #.pressure base, the rate of Federal royalty on
all subsequent production shall be at the lease rates.

13.(b) Royalties for Groups 2 and 3
unitized substances payable to the United States shall be paid



at the rates specified in the respective leases subject to
this agreement. If and when such substances are produced
undcr a plan of development and/or operation approved pursuant
to this agreement,.said royalties shall be computed on the ba-
sis of the amount or value of production allocated to said

leases.

13.(c) Rental for lands of the United
States subject to this agreement shall be paid at the rates
specified in the leases, except that, as to leaseholds deter-
mined by the Secretary of the Interior to be valuable only for
storage or production of Group 1 unitized sﬁbstances, the ren-
tal shall be paid at an annual rate of 25 cents an acre during
the first-z5’years following the efféctive date of this agree-
ment.

In any and all events, the leases shall be deemed to be

in a status of operating leases while being used for storage

of Group 1 unitized substances.

CONSERVATION 14.

£11 operations shzll be conducted
so as to provide for tne most economical and efficient recovery
of unitized substances to the end that maximum ultimate yield

may be obtained without waste, and for the purpose of more

preperly concerving the natural resources, the procuction of

unitized substances at zll times shall be without waste as de-

fined by State or Federal law; and production from gas wells

shall be limited to such juantity us can be put to beneficial
use with adequate¢ realizuation of fuel values; and, in the dis-
cretion of the Secretary of thz Interior, prcéuction of unitized

substances shall be limited by ttec beneficial demund as deter-



DRAINAGE . 15. Any Unit Operator shall take
appropriate and adequate measures to prevent drainage of the
unitized substances as to wnich he is Unit Operator from the
unitized lands by wells not on the lands subject to this agree-
ment, or, with approval of the Secretary of the‘Interior, pay

a fair and reasonable compensatory royalty as determined by
the Supervisor.

LEASES AND 16. The parties hereto or consenting
CONTRACTS .

CORFORMED hereto holding Federal leases subject
TO AGREEMENT ,

to this agreemént, consent that the

Secretary shall, and said Secretary, by his approval of this
agreement, does, establish, alter, change or revoke the @rilling,
producing, royalty and rental requirements of.such leases and
the regulations in respect thereof, to conform said requirements
to the provisions of this agreement.

The Secretary further agrees, consents and detéfmines
that during the effective life of thié agreement, the prospect-
ing, drilling, and producing operations performed upon any lands
subject hereto will be accepted and deemed to be operationé un;
der and for the benefit of all such leases; that suspension of

‘oherations or production on any such lease shall be deemed not
to have occurred if there be operations or production on any
part of the lands subject hereto; and that suspension of all
operations and production on said lands pursuant to any approved
plan of development and/or operation cr <o the direction or con-
seat of said Secretary, shzll be cdeemed vc conctitute such sus-

ponision with respect to rzch sich lease: snd no such lease



shall be deemed to expire by reason of such approved suspension.
All agreements by and between the parties hersto or
consenting hereto are hereby modified or amended to the extent
that such agreements are not consistent herewith and in case of
any conflict the terms of this unit agreement shall prevail.

The parties hereto owning rights in any Federal
oil and gas lease which covers lands part of which are within,
and part of which are outside, the Rhodes Unit Area described
in this agreement, by their signature hereto hereby consent
and agree that lands covered by any such lease located outside
sald Rhodes Unit Area will, upon request of the Secretary of
the Interior, be made subject to any future unit agreement
approved or prescribed by the Secretary.

COVENANTS 17. The covenants herein run with the
RUN

WITH LAND -land until this agreement terminates,
and any grant, transfer, or lease of interest in lands or leases
subject hereto shall be conditioned on the assumption of'all
privileges and obligations hereunder by the grantee, trénsferee,
lessee, or other successor in interest and as to Federal land
shall be subject to approval by the Secretary.

EFFECTIVE DATE 18. This agreement upon approval by the
AND TERM

Secretary shall be deemed to have
become effective as of January 1, 1944,” and shall terminate
two (2) years after said effective date unless (1) gas has

been or is being injected into the horizons containing Group 1

unitized substances, as herein provided, or (2) a plan for
the development and operation of Group 2 or Group 3 unitized

substances hias been established, pursuant to section (6) hereof,

- 13 -



provided that this agreement uway be terminzted by the Secretavy
of the Interior upon request of Group 1 Unit Operator and the
unit operator or operators for unitized substances in Groups

2 and 3, or, if there be no unit operator for unitized substan-
.ces in said Groups or either of them, then the owners of the
operating interests as to unitized substances as to which there
is no unit_opeﬁator_upon the mzjority of the lands then subject
to this agreement, after nctice of intention to request such
termination h;s been served on &1l yartices in interest who are
ﬁot parties to the request for such terninztiom.

REGULATION 19.

OF DEVELOPMENT
AND PRODUCTION

211 nrodaction and the dispesal

thereof shzll be in cenformity with
allocations, allotments, and quotas made or fixed by auny duly
authorized person or regulatory body under any Federal or State
statute; provided that the Secretary is vested with authoritf,
pursuant to the mineral leasing act, to altef or modify from
time to time in his discretion, the rate of prospecting and
development and £he quantity and rate of production under this
agreement, such authority being hereby limited to alteration
or modification in the public interest, the purpose thereof and
the publiclinterest to be served thereby to be stated in the

order of alteration or moc¢ification.

DETERMINATIONS 20. Operator shall determine all matters
BY OPERATOR AND

REVIEW THEREOF

involved in this agreement for which

a different method of determination is not herein established;

provided that Operator shall give timely notice of ull such



determinations to all interested parties, inclucding *le Socra-
tary; provided further, that all such determinations mzy be
reviewed by the Secretary on his own initiative or on written
request of any interested party, notice of any such review to

be given to all interested parties, including Operator, within
60 days after receipt of notice of Operator's determination;

and provided further, that any matters so reviewed, on request
or consent of Operator,. may be submitted to a committee of three
competent persons appointed by said Secretary, one on nomination
of Operator, one on nomination of the other interested parties,

and the third on nomination of the first two, the cost of such’

committee to be a cost of operatizn and its report (which shall

be binding on the committee when concurred in by any two of its
members) shall be submitted to said Secretary, the Operator, and
other interested parties; and provided further, that opportunity
shall be givén in said review for all interested parties to pre-
sent their contentions and supporting evidence by written or
oral communication to said committee or said Secretary, and that
after cénsideration of all credible evidence, said Secretary
shall render a reasonable decision based thereon and in conform-
ity therewith, which decision, so made and rendered, shall be
final and binding on all parties hereto or consenting hereto.
"Operator®, as used in this Section 20, means (2)
where unitized substances in Group 1 are concerned, the Group 1
Unit Operator; (b) where unitized substances in Groups 2 and 3

are involved, the unit operator or operators for such substan-

ces, or, if there be no unit operator for the unitized substances



in both or either of said groups, then the owners of the opera-
ting interests as to the unitized substances for which there is
no unit operator upon the majority of the lands then subject to
this agreement; and (¢) where unitized substances in Groups 1,
2 and 3 are involved, the Group 1 Unit Operator and the unit
.operator or operators for-unitized substances in Groups 2 and 3,
or if there be no such unit'operator for the unitized substances
in Groups 2 and 3 or either of them, the owners of the operating
interests as to the unitized substances in said groups or group

upon the majority of the lands then subject to this agreement.

BOND 21. Any Unit Operator shall furnish

within 30 days affer approval hereof by the Secretary of the
Interior or after his selection anq maintain at all times there-
after a bond in the penal sum of $5,000.00 with approved corpo-
rate surety, or with deposit of United States bonds as surety
therefor, conditioned upon compliance with the terms of this
agreemént applicable to him, provided that additional bond may
be required at any time deemed necessary by the Secretary of the

Interior.

2z. It is understood and agreed that the
calculations upon which the royalty percentages mentioned in
paragraphs 1 and 3 of Section 13(a) and the M.c.f. per acre

mentioned in paragraph 4 of said Section 13(a) are based on 5,480

acres of Group 1 unitized substances, initially committed to this

agreement. If at any time it is mutually agreed to change the

pumber of acres initially included within Group 1 unitized

] [



substances, then the aforesaid roya;ty percentages and M. c. f.
per acre shall be recalculated on the basis of the new acreage

and facts appertaining thereto. No change shall be made in the
aforesaid royalty percentages and M.c.f. per acre until such

changes are mutually agreed upon by the Secretary of the Interior

and Group 1 Unit Operator.

COUNTERPARTS 23,

This agreement may be executed in
any number of counterparts with the same force and effect as if

all parties had signed the same document.

IN WITNESS WHEREOF, the parties hereto have caused
this agreement to be executed and set opposite their respective

names the date of execution and a list of the lands 6r interests

made subject to this agreement. (Note: When any person executes

this agreement in a representative capacity of any type, there
should be attached thereto a duly certified or photostatic copy

of the instrument(s) setting forth his authority to execute

this agreement.)



Date __ March 13th .',194h
EL PASO NATURAL GAS COMPANY

By__C. C. CRAGIN (SGD)
Vice President

Attest:J« B, FRANEY (SGD)

.Sec. 7: NEiNE}

0il rights‘only ‘above“4000! and
all gas rights in:

Sec.- 9:. SWiNEL
Gas. rights only- to+4000!"depth fh:

Secretary
Date _karch 22y 1344 s 191%

THE TEXAS COMPANY
By _ Je 5. LEACGH (sgd)

J 8
Attest: J. B, DUKE (agd)
SEAL Je 5. Duke .
‘ Assigtant Suratu'y
Date W ? 1944

v SeCesdt W’tNW,; »*sw#r*wisz;' "SELSEL
Secs10swr =9 *SEYSE
vSec.15s: NE}NE NWENWE 5 ~S1N4
/SECQ 5.‘ 'All‘
vSeC .63 - NELNW NE43 N"-*SEL,SE#LSE*
vSec. -8:2- NW ZSWt, SE‘*SWJ;; Ei
vSeC..9: ELNE‘" iNEL- ‘W33 SE}

v 8ec.10: - WINW: L
vSéc.l52r - SF
 vSec.l7ss .NINE-‘-
/Sec 210"‘"' ;
sec: 220’- e All
Sec._.26 11
830&7'7: 511
’ cschzsw ~S X gl

Al.lﬂmTownship*’Q&“S‘oﬁth‘*Runge"N

txi
LY
t‘i

;" NWENE}

: East,-«NvaPr-Meri*dd'arra .

Sec. 5: All ‘

Sec. 6: NE}NW}; NE;; NiSEL SE*SE&
Sec. 8: . NWy; Niswf- SE.,,SY"“ :
Sec. 9 E’*NE Nw NE'“ Wi: SE;
Sec.10: W.NW; I ky

Sec.15: 8k
Sec.17: N{NE}
Sec.2l: E3NE;; NWiNE}
Sec.22: All

Sec.26:

COLUMBIAN CARBON COMPANY
By REID L. CARR {sgdd.

Attest: GEO+ Lo BUBB (egd)
SEAL Aut.'Bocchary.

Date April 6

AMERADA PETROLEUM CORPORATION
By ALLUAND i, BLOX (sgd)

s L1944}

VOSSP,
Attest: e G. ETCHISON (8D)

Sec.27: E{
Sec.28:

All in Township 26 South, Range 37
East, N.M.P. Meridian.

Approved as to termst:

71 6 C, B, WILLIAMS



MERIDIAN QiL.

March 26, 1996

Mr. Doyle Hartman

200 Tusrtle Creek Ceutro
3811 Turtle Crock Boulevard
Dullas, Texas 75218-4421

‘l'oxeco Bxploration & Production Ino,
500 North Loraine
Midland, Texes 79701

Attention: Mr. Ronald W. Lanning

Re:  Your proposed well in the SW/é of Section 23
T-26-5, R-37-E,NMP.M.
Lea County, New Mexico

Gentlemen:

It is our undorstanding that each of you has filed with the New Mexico Qil Consarvation Division
compating epplications for compulsory pooling of the vaptioned land. As you know, the captioned lend
lies within the unit boundary for the Rhodes Unit. Meridian previously belisved thut this fand was
subjeet to the terms of the Unit Agresment for the Rhodes Unit and, therefore, Moridian was entitled 1o
operaiy the well that each of you proposcs to drill in your respective applications for compulsory
pooling. However, Mcridian now belicves that this land wus never commiticd to the Unit Agresment
and, therefore, ik not subjest ta the torms thereof. Aoccardingly, Meridien no longer asserts any claim that
it is entitled to operate your proposed well,

Very truly yours,

MERIDTAN OLL

LA
Loslyn M. \Swiere, CPL

Senior Staff Landman

. LMS/ca

e Randy T‘urm;r
Tom Kellghin

EXHIBIT "E"

P.O. Box 61810, Midlend, Toxas 76710 1010, Tolophons $11-888-R800
RB00N. “A" 8L, Hirlg. B, 79705-54060



NEW MEXICO ENERGY, MINERALS o cosEAToN osioy
& NATURAL RESOURCES DEPARTMENT ST o s

March 19, 1996

J. E. Gallegos .

Michael J. Condon —
Gallegos Law Firm

460 St. Michael’s Dnve-Bmldmg 300

Santa Fe, NM 87505 '

RE: Application of Doyle Hartman and Margaret Hartman dba Doyle Hartman, Oil Operator, and
James A. Davidson for (i) de novo hearing, (ii) order authorizing discovery, (iii) withdrawal
of Administrative Order NSL-3633, (iv) denial of Meridian application, (v) and redefinition
of Rhodes Gas Pool boundary

Dear Messrs. Gallegos and Condon:

Reference is made to the above-described application. The New Mexico Oil Conservation
Commission does not hear direct appeals of administrative orders and will not therefore set this
matter for a de novo hearing. However, the Commission will refer this matter to the Division and
direct the Division to set this matter for an examiner hearing and direct the Division to stay
Administrative Order NSL-3633 pending the outcome of such hearing. Discovery requests should
be directed to the Division hearing examiner.

The first available examiner hearing, given the 20 day notice period, is April 18th in Farmington.
May 2nd is the next hearing date in Santa Fe. Please inform Florene Davidson (Phone # 827-7132)
of your preference. Unless we hear from you otherwise, this matter will be captioned and advertised
as follows:

Application of Doyle Hartman and Margaret Hartman dba Doyle Hartman, Oil
Operator, and James A. Davidson for redefinition of the Rhodes Gas Pool boundary
and for withdrawal of Administrative Order NSL-3633 which granted unorthodox
well locations to Meridian Oil Inc., Lea County, New Mexico. Applicant seeks a
redefinition of the boundary of the Rhodes Gas Pool pursuant to Division Rule 5 to
include the Rhodes “B” Federal Well No. 7 of Meridian Qil Inc. located 330 feet from the
North line and 1470 feet from the West line (Unit C) of Section 26, Township 26
South, Range 37 East. Applicant further seeks withdrawal of Division Administrative
Order NSL-3633 which approved two unorthodox well locations to Meridian Qil Inc. in
the Rhodes-Yates-Seven Rivers Oil Pool, the Rhodes “B” Federal Well No. 4 located
2418 feet from the South line and 553 feet from the East line (Unit I) of Section 27 and
the above-described Rhodes “B” Federal Well No. 7 located 330 from the North line and
1470 feet from the West line (Unit C) of Section 26, both wells located in Township 26
South, Range 37 East. Said area is located approximately 7 miles south-southeast of Jal,
New Mexico.

EXHIBIT "F"



J. E. Gallegos
March 19, 1996
Pags. Two

Hartman, as applicant, will be responsible for giving the appropriate notice in this case.

If you have any questions reég_rding this matter, please feel free to contact the Division.

/

William J. LeM.
Director

cc:  W. Thomas Kellahin - Attorney for Meridian Oil Inc.
William F. Carr - Attorney for Texaco Exploration and Production, Inc.
Donna Williams - Meridian Oil Inc.
Leslyn Swierc - Meridian Oil Inc.
Doyle Hartman, Oil Operator
James A. Davidson
David Catariach - OCD
Michael Stogner - OCD
Rand Carroll - OCD
Jerry Sexton - OCD, Hobbs



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 Oil Inc.
Rhodes “B” Federal No. 7

Gentlemen:

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

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

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

EXHIBIT "G"

R ol 2



Michacl J. Stogner
February 2§, 1996
Page two

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

Therefore, because of the inherent advantages already provided to a well classified as a “gas well
in an oil pool”, as affected offsetting parties owning interests under the proposed 160-acre
Rhodes Gas Pool proration unit consisting of the SW/4 Section 23, T-26-S, R-37-E, this letter is
notice that Doyle Hartman and James A. Davidson object to Meridian’s unorthodox Rhodes “B”
Federal No. 7 Rhodes Yates-Seven Rivers Oil Poc! 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 unti its non-standard [unorthodox] location is
approved...”, we respectfully request that Meridian be restricted from producing its Rhodes “B”
No. 7 well until a hearing has been held before the NMOCD.

Very truly yours,

DOYLE HARTMAN, Qil Operator

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, 1'X 79705-5406



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

J.E. Gallegos

Gallegos Law Firm

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



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

(214) 520-1800
(214) 5200811 FAX

February 27, 1996

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

Attn. Michael J. Stogner
Chief Hearing Officer

Re: Unorthodox Well Location
Mendian Qil 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 Mendian’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/4NW/4 Section 26, which 40-acre tract is now being dedicated by Meridian

to its newly drilled Rhodes “B” No. 7 well as per the amended C-102 (copy enclosed) found today
on file at the NMOCD’s Hobbs office.

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



Michael J. Stogner
February 27, 1996
Page 2

Therefore, because of Texaco's long-time and continuous dedication, to its Rhodes Yates-Seven
Rivers interval waterflood (oil) project, of the west-offset 40-acre tract consisting of the NW/4NW/4
Section 26, as gdiggnt‘ 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)

rcp
wpdocs\corresp.dhichodesb.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
10SE. Alq_iante'
Santa Fe, NM 87050



Michael J. Stogner
February 27, 1996
Page 3

J.E. Gallegos

Gallegos Law Firm

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

Michael J. Condon

Gallegos Law Firm

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

William F. Carr

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

Santa Fe, NM 87504-2208

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

Don Mashburn
Steve Hartman
Cindy Brooks



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 Qil Inc.
Rhodes “B" Federal No. 7

Gentlemen,

Reference is made to Meridian's letter to the NMOCD of February 20, 1996 (received by us February 26,
1996), concerning Meridian's administrative application for approval of an unorthodox gas well location
for its Rhodes “B™ Federal No. 7 well consisting of 330" FNL and 1470° FWL of Section 26, T-26-S, R-37-
E. Upon first reading Meridian’s letter and observing Meridian's rationale, 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 requested 160-acre unorthodox gas well location for its Rhodes “B™ No. 7; especially
considering that Texaco bas 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.

OO0 TURTLE CREEK CENTRE /3811 TURITLL CRIEK BLVE/ DALLAS, TEXAS 752194471



February 1996
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-S, R-37-E, we cannot at this time agree to Meridian’s requested unorthodox Rhodes gas well location.
In addition, since the matter of Meridian's Rhodes “B” No. 7 is highly interrelated to Texaco's and
Hartman's pending applications corresponding to Rhodes gas pool development in the SW/4 Section 23,
we respectfully request that all three cases be jointly consolidated.

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

Very truly yours,

DOYLE HARTMAN, Oil Operator

Do

Santa Fe, New Mexico 87505

Gallegos Law Firm
460 St. Michaels Drive
Bldg. 300
Santa Fe, New Mexico 87505
Aun: J.E. Gallegos
Michael J. Condon

Doyle Hartman

DH/cb

Enclosures

cc: Mr. Michael J. Stogner Mr. James A. Davidson
Chief Hearing Officer P.O. Box 494
Qil Conservation Division Midland, Texas 79702
2040 South Pacheco
Santa Fe, New Mexico 87505
Mr. Daniel S. Nutter Leslyn Swierc, CPL
105 E. Alciante Meridian Qil Inc.

P.O. Box 15810
Midland, Texas 79710

William F. Carr
Campbell, Carr & Berge, P.A.
P.0O. Box 2208

Santa Fe, New Mexico 87504-2208



' GALLEGOS LAW FIRM

" Professional Corporation

10 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

February 27, 1996

HAND-DELIVERED

William J. LeMay, Director

New Mexico Qil 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 lefter dated January 24, 1896. Mr. Hartman has written a
subsequent letter dated February 26, 1896, 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. I the well is an oil well,
additional concems are raised. In any event, the same zone at issue in Meridian's
application is already dedicated to the Rhodes “B” Federal No. 1 oil well. We join in
Texaco's objection to Meridian's attempt to circumvent OCD rules and regulations based on
any private agreement, especially where Texaco, the other party to the agreement,
disputes Meridian's characterization.

’ The OCD presently has before it applications from both Texaco and Hartman
seeking force pooling as to the SW/4 of Section 23, T-26-S, R-37-E, Lea County, New



William J. LeMay
February 27, 1996
Page 2

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

Please be advised that Hartman and Davidson oppose consideration of Meridian's
Application administratively or without hearing. Please accept this letter as a request that
Meridian's Administrative Application be set for hearing and consolidated with Cases No.
11475 and 11476, which are currently set for hearing on March 21, 1896. | would also
appreciate it if you would provide this office with copies of any and all corespondence
regarding the Meridian Application.

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

o Mt} Gl

MICHAEL J. DO

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



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 MICHAELJ. CONDON

February 28, 1996

HAND-DELIVERED

William J. LeMay, Director

New Mexico Qil Conservation Division
2040 South Pacheco Street

Santa Fe, NM 87505

Re: Administrative Application of Meridian Qil 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:

| 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 concems, 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 conceming the placement and operation of
their well. Thank you for your time and attention.

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

it

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



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

(214] 520- 1800

1214) 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
hat 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
mmediately south of our 80-acre Dublin lease.

As 1o 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 beea drilled at an unorthodox well location
consisting of 330’ FNL and 1470’ FWL of Section 26, as a direct offsetting operator, we have received no notice of a
Meridian-Texaco application being submitted to the NMOCD secking approval for an unorthodox well location
consisting of 330’ FNL and 1470' FWL of Section 26, and was totally unaware until yesterday that a new offsetting well
has been drilled or was being planned.

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

In light of the foregoing, and in accordance with NMOCD regulations, we res lly request that Meridian-Texaco's new
offsetting Rhodes "B" Federal No. 7 well pot be gran authorization to produce uptil a proper application for an
unorthodox location has been filed by Mé ~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

e

Dovie Harunan
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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
SO0 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



JAMES A.'DAVIDSON
Oil & Cas Properties
P.O. BOX 494
MIDCAND, TEXAS 79702

682-6482 ~ OFFICE
£§94-5472 =~ RESIOENCE

o

) v\'

January 25, 1996

Meridian 011 Inc.
Building Six

3300 North “A™
HMidland, TX 79705

Attention: Mr. Don Davis
Regional Landman

RE: MaridianfRhodes 8" &7
Unit C-Sec.26, 26-S, 37-E,
Lea County, N¥
Gentlemen:

It is my understanding that Meridian i{s completing its above noted well at an
unorthodox location offsetting the Hartman-"Dublin™ lease consisting of E/2
SW/4 Section 23, 26-S, 37-E. I am one of the owners of the Dublin lease and I
was not notified of tha 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 I have not been contacted at all as an offset
leasehold owner.

Very truly yours,

James A. Davidson

JAD: Ter

cc: \Mr. Jerry Sexton - N.M,0.C.D.-Box 1980-Hobbs, NM 88241-1980
Mr. Doyle Hartman-Dallas .

el



MERIDIAN OIL

January 29, 1996

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

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

Ladies & Gentlemen:

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

onna J. Williams
Regulatory Compliance

EXHIBIT "H" e wR

P O Box 51810. Midland. Texas 79710-1810. Telephone 915-688-6800
NN CATSE Rida 6 79705 5406



MERIDIAN OIL

December 21, 1995 o il J‘.

Mr. Michael Stogner

Qil Conservation Division
2040 South Pacheco

Santa Fe, New Mexico 87505

Request for two (2) Non-Standard Locations
Rhodes ‘B’ Federal Well No. 4

2418® FSL & 553’ FEL

See. 27, T26S, R37E

RE:

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

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

Mr. Stogner:

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

Should you have 2ny questions, or necd additional information, please do not hesitate to
contact me at 915-688-6943.

vincerg . ' "—\

(DN W/ -
Donna J. Williams
Regulatory Compliance

PO Box 506710 MG Texas 797 10 1290 1. i wes G £ FAA0
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DIRECTIONS:

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

@ Laughlin-Sinmons of Texas

KIDLAND DISTRICT OFFRLE
(9D 659-1238
In State TOLL FREE «
(~809-242-3128

PO EOX 1757
KIDLAND, TEXAS 79702

PAVED HIGHWAY

EXISTING LEASE ROAD

NOE - RIVMSID 10~20-9%
WOVED LOCATIN

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

ROAD MAP AND DIRECTIONS

LEA COUNTY, NEW MEXICO

dote: OCTOBIR 15, 1995 scales
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G Laughlin-Simmons of Texas

MMAND DISTRICT OFFRCE
(9i5) 693-1233
In State TOLL FREE ¢
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PO BOX 1757
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EXISTING LEASE ROAD
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MERIDIAN OIL INC.
RHODES "8 FEDERAL No. 7

PROPOSED ACCESS

LEA COUNTY, NEW MEXICO

KIDLANTL TEXAS 79702
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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 TELECOPRIER: (505} 983-6043

TELEPHONE: (SOS) 988-442!

JACK M. CAMPBELL
OF COUNSEL

February 2, 1996

AND DELIVERED

William J. LeMay, Director

Qil 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

EXHIBIT "1"



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,

il oA

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

WEFC/ke

cc:  Ronald W. Lanning
Michael J. Condon, Esq.
W. Thomas Kellahin, Esq.



CAMPBELL, CARR 8 BERGE, ra.

LAWYERS

MICHAEL B. CAMPEELL

JEFFERSON PLACE
wWiLLIAM F. CTARR SUITE I - 11O NORTH GUADALUPE
BRADFORD C. BERGE
POST QFFICE B8OX 22086
MICHAEL H., FELDEWERT SANTA FE, NEW MEXICO 87504-2208
TANNIS L. FOX

TANYA M. TRUJILLO

TELEPHONE: (SOS) 988-442]
PAUL R. OWEN

TELECOPIER: (SOS) 983-6043
JACK M. CAMPEBELL
OF COUNSEL

February 26, 1996

HAND-DELIVERE

.
William J. LeMay, Director 'r‘;
Oil Conservation Division 2 =
New Mexico Department of Energy, o 1
Minerals and Natural Resources ! b
2040 South Pacheco <

Santa Fe, New Mexico 87503 3

1S b Wd 92 034 35
WER

Re:  Applications of Meridian Oil Inc. for Administrative Approval of Ucr?orthodox
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, [
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.

.
o xe s Sl

N

-



William J. LeMay, Director

Qil Conservation Division

New Mexico Department of Energy,
Minerals and Natural Resources
February 26, 1996

Page 2

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,

{Jw@(@
WILLIAMF. CARR

ATTORNEY FOR TEXACO EXPLORATION AND PRODUCTION INC.
WFC:mih
Enclosures



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 Qil Operator
3811 Turtie Creek Blvd., Suite 730
Dallas, TX 75219

J Michael Condon. Esq. (Via Hand-Delivery)
Gallegos Law Firm
460 St. Michael's Drive
Building 300
Santa Fe, New Mexico 87501
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STATE Or MEW MEY 70
ENERGY AHMD MINERALS DErARTMENT
+  OIL CONSERVATION DIVISION

IMN THE MATTER OF THE HEARING -
CALLED BY THE OIL CONHSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING:

. ' CASE NO. 7416

Order No. R-6891
t

APPLICATION OF EL PASO MATURAL GAS

"COMPANY FOR PCOL CREATION AND -REDELINEATION,
LEA COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 9 a.m. on tMovember 19,

1981, at Santa Fe, New Mexico, before Examiner Richard IL.
Stamets.

NOW, on this__lst day of February, 1982, the Division .
.Dlrector, having ‘considered the testimony, the record, and the

recommendations of the Examiner, and being fully advised in the
premlses, .

- FINDS:’ .
(1) That due public notice having been giveﬁ as required.

by law, the. Division has jurisdiction of this cause and the
subject matter thereof

(2) That the applicdant, El Paso Natural Gas Company,.
seeks to contract the horizontal limits of the Jalmat Gas Pool
by deleting therefrom most of the lands in Township.26 South
Range 37 East, NMPM, Lea County, New Mexico.

(3) That the applicant additionzlly seeks to redefine the
Rhodes Yates-Seven Rivers 0il Pool as two.separate pools, an
0il podl and a gas pool, and to extend the horizontal limits of

the Scarborough-Yates Seven Rivers Pool to tzie in two certaln
wells.

(4) Applicant further seeks to contract the horizontal
boundaries of the Rhodes Gas Storage- Unit. to delete certain
lands and‘wells not participating in the Rhodes Gas Storaqe
Project and to withdraw without restriction all gas remaining
in the newly redefined Rhodes Yates-Seven Rivers Gas Pool.

EXHIB IT llL“
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Case No. 7416
Order No. R-6891

(5) That the aforesaid Jalmat Gas Pool and Rhodes
Yates-Seven Rivers Oil Pool have substantially the same
vertical limits and overlap, horizontally, to a great degree in
Township 26 South, Range 37 Fast, Lea County, New Mexico.

(6) That to clarify the Division's pool nomenclature and
eliminate said overlap, and to permit gas wells and oil wells
within the overlap area to receive their proper allowable or
authority to produce, the following. action should be taken:

(a) the horizontal limits of the Jalmat Tansill-Yates-
Seven Rivers Gas Pool should be contracted by
deietion therefrom of the acreage shown in

paragraph (a) of Exhibit "A" attached to this
order;

(b) the horizontal limits of the Rhodes Yates-Seven
Rivers 0il Pool should be contracted by deletion

therefrom of the acreage shown in ‘paragraph (b) of
sald Exhlblt "A";

{c) the horlzontal llmlts of the Scarborough
Yates-Seven Rivers Pool should be extended to

include therein the acreage shown. in paragraph (c)
of said Exhibit "A"; _

(d) That a new gas pool for Yates-Seven Rivers
- producticn should be created and designated the
Rhodes Yates-Seven Rivers Gas Pool -consisting of

the acreage shown in paragraph (d) of said Exhibit
HAII .

o B }0‘

(7) That no testimony was received relative to ccantraction

of - the Rhodes Gas Storage Unit and that portion of this
application should be dismissed.

(8) That the newly created Rhodes Yates-Seven Rivers Gas
Pool will be a non—prorated Gas Pool.

(9) That the effectlve date. of this order should be
January 1, 1982.

(10) That approval of the subject appllcatlon and all the
pool contractlons, extensions, and creation included therein

will not result in waste and will not v1olate correlative
rights.
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Case No. 741 !
Order No. R-6891

IT IS THEREFORE ORDERED:

(1) That the Jalmat Tansill Yates-Seven Rivers Gas- Pool as
previously defined and described in Lea County, New Mexico, is
hereby .contracted as shown in paragraph (a) of Exhibit "a" -
attached to this order.

(2) That the Rhodes Yates-Seven Rivers O0il Pool as
previously defined and described in Lea County, New Mexico, is

hereby contracted as shown in paragraph (b) of Exhibit "A"
attached to this order. .

(3) That the Scarborough Yates-Seven Rivers Pool as
previously defined and described in Lea County, New Mexico, is
hereby extended as shown in paragraph (c) of Exhibit "a"
attached to this order.

(4) That a new pool for Yates-Seven Rivers gas production
is hereby created and designated the Rhodes Yates-Seven Rivers
Gas Pool with vertical limits consisting of the Yates and Seven
Rivers- formations and horizontal limits as shown in paragraph
(d) of Exhibit "A" attached to.this order, provided however,
that the vertical limits of said pool in Section 4, Township 26 -
South, Range 37 East, NMPM, shall be the Yates formatlon and all

of the Seven Rivers formation except the lowermost 100 feet
thereof

{5) That 'the portion of this case eeeklng ‘deletion of:

certain lands from the Rhodes Gas Storage Unit is hereby
dismissed.

(6) That the effective date of this order and of the’ pool
. contractions, extensions and creation and the dismissal -
contained herein shall be January-1, 1982.

(7) That jurisdiction of this cause is retained for the
entry of such further orders as the Division may deem. necessary.

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

STATE OF NEW MEXICO

"S EAL
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STATE OF HRCW MEXI1CO
ENERGY ANUD HMINERALS DEPARTMENT
O1lL CONSERVATION DIVISION
STATE LAND OFFICE BLDG.
SANTA FE, NLEW MEX1CO
19 November 1981

EXAMINER HEARING

IN THE MATTER OF:

Application of El1 Paso Nztural Gas

Company for pool creation and rede- CASE
lineation, Lea County, New Maxico. 7416
BCFORE: Richard L. Stamets
TRAWLGCRT™ Gf IEARLNG
APPLARANCES
For the 0il Conservation W. Perry Pearce, Es<vy.
Division: Legal Cnunsel to the Division

State Land Office Bldg.
Santa Fe, New Mexico 87501

For the Applicant: Owen Lopez, Esq.
MONTGOMERY & ANDREWS P.A.
PASEO DE PERALTA
Santa Fe, New Mexico 87501

EXHIBIT "M"
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LEK AYERS

being called as o witness and being duly sworn unon his ouath,

testified as follows, to-wit:

DIiRECY BEXANMIAATION
37 MR. LOPEZ:
Q Now, would you pleasc state your name,
by whom you're employed, and in what capacity?
A I am Lee Ayers. 1'm employed by El Praso
Natural Gas Company, f{:om ] Paso, %exas, and I have the
title of Manager, Gas Supply Sroup, in the Reservoivr Engineer-
ing Department.
O Are you familiar with the appiication of
El Paso Natural Gas Company in Case Numbcr 74162
A Yes, nir.
Q And what is it tnat Ll Paso is essential]
seeking in this case?
A We have three different points that
we're attempting t$ cover in this application.
Number one, we desire to contract the
horizontal limits of the Jalmat Gas Pool by deleting tacere-
from most of the lands in Township 26 South, Range 37 LCast,

in Lca County, New Mexico, and incorporating these deleted

LY
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lands into cither tie hodes 0il Pool, the Rhodes Gas Pool,
or tho Scarporough Pool.

Number two, contract the aorizontal

Timits of the Rhodes-Yates HSoeven Rivers Pool by deleting

therefrom the gas vroductive lands in the north end therecof
and to create tiwe Rhodes-Yates-Seven Rivers Gas Pool coni-
prising all such deleted lands.

Thirdly, applicant further proposes to
withdraw without restriction all remaining gasg in the newly
created Rhodes Gas ['ool.

Q Mr. Ayers, have you previously testified
before the Commission and had your qualifications accepted as
a matter of record?

A Yes, sir, I have.

MR. LOPEZ: Are the witness' qualifica-
tions acceptable?

MR. STAMETS: They are.

0 Mr. Ayers, 1'd now ask you to rcfer to
what's been marked Ixhibit Number One and ask you to identify
and explain it.

A Exiiibit WNumber One is a map of tne
Rhodes Pool, located in Township 26 South, 37 East, Lea
County, New Mcxico. Tt also shows the unit outline of the

Rnodes Unit, which is a cross hatched line shown at thce bot-
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2 tom ¢of the leyend in the lower lefthand corner. All of the

3 lands within the unit area are colored. The bluce represents
4 FFederal lands; the yellow, State lands; and the éjnk, fee

s lands.

6 Now not all of the acreage is committed.
7 The uncommitted acres that are cross hatched, just a single

8 cross hatch, arc L1 Paso 1cases, uncommitted.

9 The double cross hatch are other working
10 interest oviners leases that are uncommitted.
11 Q Okay. Now, 1 would ask vou to refer to
12 what has been marked as Exhibit Number Two and identify it.
13 A Exhibit Humber Two is the unit agreement
14 for tihe Federal lands in the Rhodes Unit.
15 Q Okay. Now I'd ask you to refer to what's$
16 been marked Exhibit Number Three and ask you to identify it.
17 A Exhibit Thrce refers to the State agree-
18 ment for Section 16 that is also a part of the unit agrecment
19 Q Okay.
20 MR. LUPEZ%: Mr. Examiner, at this time
21 1 would request that you take administrative notice of the
22 Pederal Encrgy Regulatory Conmission Order dated April 30th,
23 1981, with an effective date of May 1, 1981; on (o FURC
24 docket it is referred to as Order RI'-72-6, which allows Ll
25 Paso ilatural as Company to abaadon its ederally certified
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storage service area in the Rhodes Unit and directs El Paso
itatural Gas Company to remove all remaining injected gas for
the purpose of the Federally certified storage scrvice.

MR. STAMETS: We'll so note.

Q Now, Mr. Ayers, 1'd like you to explain
what Fl Paso Natural Gas Company is presently doing in com-
pliance with this order 1 just referred to of thie Federal
Energy Regulatory Ccmmissicn.

A Well, the Rhodes Storage Project was, of
course, shut in until May the lst of this year when we re-
celived the vrder to abandon it s a storage project, and to
activate Washington Ranch as a replacement storaye project,
Washington Ranch is located in Eddy County, New Mexico, ef-
fective May the lst of 1981, and we ovened up the Rhodes Stora
Project at capacity.

We had a remaining 2.9 billion cubic feced
of injected gas still to be recovered, so we started recoverir
that injected gas with the wells flowing at capacity. It
appears now that by the early part of January of 1982 we will
have ail of the injected gas recovered and will start pro-
ducing so-called native gas.

Q. Okay. W®Wow I'd ask you to vefer Lo what
has been marked as Exhibit Wumber Five -- well now actually

1 want Four first, don't 1 -- Exhibit Number Foui, and ask

ge

g
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you to explain it.

o Exhikit Humber Four also is a map of the

Rhodes PPool and we're showing the three different pool limits
2

and Scarborouyh. There is a substantial overlap of the: hori-

zontal limits of Jalmat and Rhodes, and therc is a minor over-

lap of Rhodes and Scarborougi.

We have visited informally carlicer with
the Commiscion to get their ;eaction on how we should approacl
the problem of converting Rhodes from a storage mode to a
production mode. At that time they suugested to us that we
might attempt to clean up the ncaenclaturc. so to speak, for
the overlapping of pool boundaries betwecn these three pools.

So Exhibit Four is an attempt to show
the problem, so to speak, that we're faced with on nomen-
clature.

't Now l'd ask you tc refer to what's been
marked for identification as Exhibit Number Five and ask you
to identify and describe thnis.

A Lxhibit Number Five likewise i1s a map
of the Rhodes ool in whicih we're proposing a remedy for the
cverlapping ot the nomenclature or horizontal boundaries of
the threce pools.

1t was our first intent in relling back

as they presently exist, the thiree pools beinyg Rhodes, Jalmat)

L
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the Jalmat limits to start from the State line, common bound-
ary between Texas and Haw lexico at the soutiern er lower end
of the map, and roll that back to the woundary at the top of
Township 26,  ilowever, tihe Commission also suggested to us
that in our rollback efforts that we contact other operators
who have wells that would be affected Ly this and see how
Ltiwey felt about it.

The well that's in Scection 3 of Township
26, 37, is an Amcrada well, identified «in the map as the

the section.

ey

Cagle HNo. 1, northw it guarter c

Amerada cxpressed a desire to stay in
the Jalmat rather than convert to Riiodes. So for that reason
we have left them out of the Rihodes limits.

The yellow buundary, yellow tape bound-
ary around is the -- our proposal for the new horizontal
limits of the ihnles Pool. The red cross hatching in Section
7, Lhe west half of the cast half of Section 7, represents
the strip that overlaps the Scarborough with Rhodes. Ve'rc
proposing to roll back Rhodes from that strip, leaving it in
Secarborough.

On the east side of the map in Section
10, the northwust quarter, which is shaded in red, that weuld
be a proposed expansion from vliat tine existing Rhodes nori-

zontal limits are.
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In Section 14 on tiie cast side, also the

southuest auarter, shaded in redé, 1s another expansion from

Lthe existing Rnodes limrts Lo tarce care of that well that's

Jucated there, the Leonaré Federal lio. 8.
~nd then in Scection 23 just south of the

lLecnard Federal Well, we arce propesing tiiat

r

ae west half of
the northwest uarter also be an expansion from the present
pool limits to tlic new pool limits to Laxe in that 40-acrc
tract that is in the rhodes Unit, Fcederal Unit.

So there's four sections that are colored
in rad, comprising either a deletion or an expansion from
the existing Rhodes limits to an expanded or a corrected or
an adjusted Rhodes limits.

1t was 1l1so suggested to us 1n our visit
with thce Commission that we divide Rnhodes into two pools, a
as pueol and an o0il pool, so the green linc is our attempt
to separate or to cstablish a yas/oil contact and separate
the il pool portion from the gas pool portion.

Primarily we used the production of the
wells thcmselves for control. It scems to fit fairly well
the structure on top of the Yates, also.

Q 1 notice here on your Exhipit Number
Pive in Section 29 that it looks, and 1 don't think you men-

tioned itt, that there is a f{urther deletien of o portion of

pr——
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the existing Rhodes Pool that would then become part of éhe
Scarborough Pool, am 1 rignt?

A Mo, sir. Therce 15 nothing in Section 29
that is in the Rhodes Pool now.

0. Okay, 1 was mistaken.

h Onc c.her thing on the map, within Lhe
proposed Rhodes Gas Pool arca, tie procductivity of those
wells, the average daily producing rate for Cctober of 1981,
is spotted on -- beside ¢ich well symbol, ygiving an idea of
what the productivity is like, how variable the productivity
iz among wells,

The TA beside the Shepherd B8 No. 3 Well
in the northicast quarter of Scction 3, towerd the top of tac
map, 1A stands for t~porarily abandonce-l. ‘i‘hat well has not
produced 1in the last five or ten ycars.

) Now I‘d refer you to what'sc been marked
as Exhibit Number 3ix and ask you to identify it.

A Cxhibit Number Six is a set of pages
specifically identifying the changes I've referred to, like
vage one refers to the changes of the present Rhodes nomen-
clature to the proposed new Rihodes nomenclature, refoerriag
to the deletion in Scection 7 and the expansions in Sections
10 and )4 and 23.

Page two actually gives a complete new
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Q Were Exhibits One throuyh $i:, with the

exceptions of Exhibits Two and Three, prepared by you or under

your supcrvision?

A Yos, sir.

2 And Exhibits Two and Three, Mr. Lzaminer)

are the unit agreement, as testified, and the State Order

which tracks the Federal Unit agreement for the storage arca.

MR. LOPEZ: And I would offer these

exhibits at this time,

MR. STAMETS: These exhibits will be ad-

mittoed.
0 {s there anything further that you'd
like to offer?

A No, sir.

MR. LOPEZ: That concludes our direct.

CROSS LEXAMINATION
BY MR. STAMETS:
Q. Mr. Ayers, are tne vertical limits of
the Rhodes 0il Pool and the Rhods Gas Pool identical?
i Ao 1oundorstand it the
would be the Yates-Scven Rivers formation.

Q. And that would be the same for both

F3

pools

.
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A Yes, sir.
(43 And it's a .ittle nard to tell here buc

you're actually proposing two pools, a Rhodes 0il Pool and a

Rhodes Gas Pool, or a s:ingic Rhodes Pocl which -~

h No, sir, we'rc propusing two pools.

QL Okay.

A 2 Rhodes Gas Pool and a Rhodes 0il Pool.
Q So the Rhodes Gas Povl would be that

portion within the yellow line, which lies north of the green

line?

Q And conversely, thc Rhodes 0il Pool woulg
be to the south.

A Yes, sir.

0. Oray. Looking up in the northwisL cour-
ner of the map, why was that well Ne. 6 down in the southwest
southwest of Section 6 not trausferred over to the Scarboroug¢
Pool?

A It's another operator's well, I didn't

sce a particular need or advantage or accomplishment in makin;

Q You'd have no objection if the pivision
working with that operator pu:t that well in it?

A Absolutely not.
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NOMENCLATURE FOR RUODES -
YATES/SEVEN RIVERS OIL rOOL

All following lands arc in T-26-S, R-37-E
Lea County, New Mexice

All

E/2 E/2

NW/4, NW/4 SE/4, N/2 SW/4, SW/4 SW/4

Sw/4, W/2 NW/4, W/2 SE/4

N/2, SE/4

S/2, SW/4 NE/4, SE/4 Nw/4

NW/4 SW/4, S/2 SW/4, SW/4 SL/4

All

All

All

N/2

N/2
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NOMENCLATURE FOR RHODES -
YATES/SEVEN RIVERS GAS POOL

All following lands are in T-26-S, R-37-E
Lea County, New Mexico
All
All
NE/4, NE/+ SE/f4, SE/4 SE/4, SW/4 SE/4, SE/4 SW/4
All
NK/4, S/2
SW/4
All
All
NE/4, E/2 NW/4, E/2 SE/4
N/2 N/2, SW/4 NW/4, SE/4 NE/4
N/2, NE/4 SW/4, NW/4 SE/4, NE/4 SE/4, SE/4 SE/4

S$/2, W/2 NW/4

F-.
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All

All

NE/4, NE/4 SE/4, SE/4 SE/4, SW/4 SE/4, SE/4 SW/4
All

NW/4, S/2

SW/4

All

All

NE/4, E/2 NW/4, E/2 SE/4

N/2 N/2, SW/4 Nw/4, SE/4 NE/4

N/2, NE/4 SW/4, NW/4 SE/4, NE/4 SE/4, SE/4 SE/4

S/2, W/2 NW/4

Y
&y ta



' CHANGES OF RIIODES POO!L NOMENCLATURE

1. Deletion: W/2 E/2 Section 7, T-26-S, R-37-E

2. Additions: NW/4 Sectior 10, T-26-S, R-37-E

SKW/4 Section 14, T-26-5, R-37-E

W/2 NW/4 Section 23, T-26-S, R-37-C
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- c FORM APPROVED

SUBMIT IN DUCLICATE® ~ OMB NO. 1004-0137

n31604 . UNITEDSTATES

¢ 1992) (Ses othet in- Explres: February 28, 1995
- DEPARTMENT OF THE INTERIOR suructioas on {3 CEASEDESIGRATION AND SERIAL .
, BUREAU OF LAND MANAGEMENT v s LC 030174-B
E COMPLETION OR RECOMPLETION REPORT AND LOG* | 7"/ Aromreeorisiie
TYPE OF WELL: 3};!_ :,g‘. XY [ ot 7. UNIT AGREEMENT NAME
TYPE OF COMILETION:
1’:%:1. :\?g gNasr- O ;x:c,'ax 23}:, {1 ower % FARM OR LEASE NAME, WELL NO;
NAME OF OPERATOR LINEBERY ’'B’ NO. 1
‘RIDIAN OIL INC. 1jF_EmD__f‘-;l;.ﬁl;o
ADDRESS AND TELEPHONE NO. N .
.0. Box 51810, Midland. TX 79710-1810 915-688-6943 | 30-025-32966
Ln:&rzco.ﬂ OF WELL (Report location clearly and in accordance with any Stale requiresents)® . RHODES GAS P OOL A
60" FNL & 1980° FEL .
AL wp prod. interval reported helow 11, SEC, 7., R, M., OR BLX.
AND SURVEY OR AKEA
At g L 26, 1265, R3JE
[\T.—rﬁurmo. DATE BSUED o2 mon 1% STATE
l 5/16/95 LEA NM
£ DATE SPLDDED 16 DATE T.D. REACHED 1. DATE COMPL.(Ready fo pm‘.} 18, ELEVATIONS (DF, RXB, RT, GR, ETC.)* 9. ELEV, CASINGHEAD
5/24/95 5/28/95 6/8/95 2992°
A TOTALDEFTH, MD £ TVD 21, PLUG, BACK T.D., MD & TVD 2. P MULTIPLE COMPL., 23, INTERVALS ROTARY TOOLS CASBLE TOOLS
3250' 3182' HOW MANY* DRILLED 8Y 0 'TD
4. PRODUCING INTERVAL(S), OF THIS COMPLETION - TOP, BOTTOM, NAME (MD AND TVD)* 23, WAS DIRECTIONAL
SURVEY MADE
2017°-3121° NO
1. TVPE ELECTRIC AND OTHER LOGS RUN 21, WAS WELL CORED
I 'DED NO
" CASING RECORD (Report all srings sed in woll)
3 SZE/GRADE WEIGHT, LB./PT. DEFTH $ET (MD) HOLE SIZE TOP OF CEMENT, CEMENTING RECORD AMOUNT PULLED
Bro” X 12 1/4° 379 SXS/SURF. CIRC.
1/2° ' 11.6%# - >“13250° 7 7/8" 550 SXS/TOC@I00’ CIRC.
®. LISBR'RECORD . TUBING RECORD
o SIZE TOWI ‘ - BATTOM (MD) | SACKS CEMENT® SCREEN (MD) SZE DEPTH SET (MD) PACKER SET(MD)
* 3 2 3/8" {2886’
) '.. b h‘;ﬁx’
31. PERFORATION RECORD (Interval, xizé ond number)
2917° -312 T T I T Y Y T T
2917'-3121° A W/1500 GLS 7.5% NEFE HCY
F /39000 GLS 50Q CO2 W/40#
LINEAR GEL + 116000 LBS SND
3.° . - PRODUCTION
DATE FIRST PRODUCTION PRODUCTION &ssfuoq (Ploviing, $he lift, pumping - site und type of pusp) WELL STATUS (Preducing or
6/8/95 FLOWING . s PROD.
DATE OP TEST HOURS TESTED CHOKE SI2E D'N. FOR OIL « RBL. GAS - MCP, WATER - BBL. GAS - OIL RATIO
6/12/95 |24 HRS. © s g |43 a0F |0 /A
FLOW, TUBIRG PRESS. CASING PRESSURE CALCULATED OfL.- BBL. GAS - MCP. WATER - BBL. OIL GRAVITY - AM (CORR.)
360 358 nasnuuge | ¥ | (
34, DISPOSITION OF GAS (Sold, wred for fuel, vented, ote.) TEST WITNESSED BY
"D AS OF JUNE 23, 1995
> «IST OF ATTACHMENTS
50-5, INCLINATION REPORT, LOGS. €104, & C122
S Uhmseby ecalfy et the fonfpoing and Gucchod infomation is conplete and cortoey us dercrmiined from all seadsbio rocords
REGULATORY COMPLIANCE OATE 6/26/95

SIGNED,

“(5ea lastructions und Spaces for Additional Data on Reverse Side) EXHIBIT “N"



!

!

; .
bl

[

¥O Drawer 03, Anmia, NM S1211-871¢
¢
1500 Rie Srutos Rd., Aztee, NM 87480

l(h Buz 199, ho\h hatl i V8 H
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10 Ect 20t8, Seata Fe, MM $7504-2088
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State

of New Mexico

Minecals & Natural Resourcea Depantmeat

OIL CONSERVATION DIVISION
P.O.

Santa Fe, NM 87504-20€8

Box 2088

Form C.1C4
Revised February 10, 1994
Instructions or back

Submit to Appropriate Distdet Office

§ Copiss

{J AMENDED REPORT

1. REQUEST FOR ALLOWABLE AND AUTHORIZATION TO TRANSPORT
e 10perior oaene and Addesss # OGRID Numbat
Meridian O Inc. 28485

P.0. Box 51810

3 Reason for Fikng Cods

Miclend, TX 78710-1810 New well
€ AP{ Number ‘MNI!M (“ ) ¢ Pool Code
30-025-32968 Ahodes'ons P LA
¥ Prepanty Code 4 708 3 Propecy Neme * Wsll Nucber
C—Lies b‘w'ﬁmm Line bery f'EaPera\ No. 1
II. * Surface Location j . _
, WLhariotna.  |Seetion | Township | Rarge Lot. Idn Fesl rom the Nontw/South Line | Feet from the EasuWer line Couny
' - 26 265 376 660’ North 1980° . East Les
" Bottom Hole Location
T Uletlerno, | Sscion | Towashly | Pasge k. ldn Foel (romthe NorwSauth Line | Feal from ihe EgalWesl liew Coumy
M T Tote [ Fodui Motcd Code| W Ger Comnection Do ] D C-139 Perrma Numbwr | 1 C.135 Efforuive Oun |7 C-127 Eapirecon Disa
{ Federal Flowing 6/26/95 ~
M. Qil and Gas Transporters
AT ot W lraniporer Neme T O ULSTR Location
CGRID and Addrese snd Desctiplion
czaese §id Richardaon Gasoline Co.

Sales meter @ Sec. 22, T2685,
R37E

‘ Produced Wate

Ay
!

3 poD

¥ POD ULSTR Location and Deserigtisn

V. Well Completion Data

“3pud Deie Ratdy Date T 1Y) T perforetions ]
£/24/35 6/8/86 8250* J182' 2917°=3 121
X Hols Sle 3N Catlag & Tubing Sise 3 Depih bat ] Hgacks Comont
12 14 . T 8 5/8" 853" 376 sxs
T 7/8% & 1/2" a26¢’ $S0 sxs
!
[
V1. Well Test Data . _
i s New N 33 Gas Delivery Dats 3 Teat Date 35 Test Leagth ¥ Tog. Prastire 5 Cag. Presturs
n/a Juna 28, 188§ June 12,1998 24 hrs aso asa
G Chave Sice Y G Water TGu “AOF T Tent Methol

i 0 ) 843 AOF

i * Irecety cenify Xesthe s of the Oif Conssrvadlon Division have bes
{ complied ~l.,.r\df 20 the Infdrmation given above Is 1rus and complets ton OIL. CONSERYATION DIVISION
{08 bast of hy knolrladge ené baliof.
¢ K pratyree; o Apprevd by:
{ E (= m Euh
P rnnied same: N Tits: Géologiat

Oonna Willama )
Title: .
Approval Date;

Raguiatory Assistant b JUN 3 o m
i Dawe: 2 :
i P gs28/98 | Oy s ssse90 o .

€ ifemlsls Lehange of operator £ Ic the OGRID numbst and r.acs of the previous oparater

Pravioss Operuior Signature

Pinted Nome

Tile Daie

w("\
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COMPLETION RECORD

D MTE ____ $-19-93 com, DATE6~6-91

™ 3250" pato e

CASING RECORD__ 3 3/0% B $(3¢ u/380 sx. 385 (elre)
& t/ke B 32801 V4TS ax. alre)

PERFORATING RECORD,___ 29340 - 3187

STIMRATIOL_ 4/3200
110, 000

19__tef o 10,45 acren

o
> -] T8
namo_zse e wu
anusre_Classified ss o gar well fn the Ghodes See Peol.

B8

TANSILL

YATES

= 3
SEVEN RIVERS
PR T TU S TN e—

ARy Meridien OfL, Inc.

wELL, Uedse “3° Faderal Ne, 7

[$14%) Rhodes (Yetes-Seven Rivers
Locatios 338 Pt & WYO' AR (C)

Section 24, 7-B&~8, R-37-0

COUNTY, [¥)

UTATE__ Wew Mextes

ELEWATIONS? X

[ [J
[ 2004+
3
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e

.
|
g
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.
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COMPLETION RECORD

SAD BATE_1-11-96 coe, AT T-3-04
n, 31900 ) 30900

CASING Recamn 8 5/8° 9 582° w7349 sx. Clre.
4 1709 0 31001 uy889 ex. Cice.

PROSCMATING RECORD__ 2002¢ - S0231

STIaRATION__ 41300
£9/21,000 + 148,000

1, 1PF = 7id MCPve + 2 g0

GOR, -

i3 dto )

chaxe 20744 YU iNg__ 2 8__ 28
REXARCS Claesified 08 0 gas well fn the Raodes CI( Psal.




Amerada Hess Corporation
500 Dallas Street

Post Office Box 2040
Houston, TX 77252-2040

Armstrong Energy Corporation
1000 Sunwest Bank Center
500 North Main Street

Post Office Box 1973

Roswell, NM 88202-1973

Bettis, Boyle & Stovall, Inc.
515 Fifth Street

Post Office Box 1240
Graham, TX 76450-1240

Lanexco, Inc.

310 West Wall, Suite 910
Post Office Box 2730
Midland, TX 79702-2730

Herman J. Ledbetter

nee Ledbetter Resources
RR 3 Box 300

Abilene, TX 79606-0300

Mack Energy Corporation
11352 Lovington Hwy.
Post Office Box 860
Artesia, NM 88211-0960

Meridian Oil Inc.

3300 North A. Street, Bidg. Six
Post Office Box 51810
Midland, TX 79710-1810

Oryx Energy Company
13155 Noel Road

Post Office Box 2880
Dallas, TX 75221-2880

OXY USA, Inc.

6 Desta Drive, Suite 6000
Post Office Box 50250
Midland, TX 79710-0250

PermOK Oil, Inc.
4050 Pennsylvania, Suite 340
Kansas City, MO 64111

Shell Western E&P Inc.
200 North Dairy Ashford
Post Office Box 5076
Houston, TX 77001

Smith & Marrs, Inc.
204 North Poplar
Post Office Box 863
Kermit, TX 79745

Texaco Exploration and Production Inc.
4601 DTC

Post Office Box 2100

Denver, CO 80201

Texaco Exploration and Production Inc.
500 North Loraine

Post Office 3109

Midland, TX 79702

Vista Resources, Inc.

nee Wood, McShane and Thams/J.
McShane, Inc.

415 West Wall, Suite 1620

Post Office Box 11307

Midland, TX 79702-8307
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