KELLAHIN AND KELLAHIN
ATTORNEYS AT LAW

Er PATIO BUILDING
TELEPHONE (505) 982-4285
117 NORTH GUADALUPE
W Thomas rELLAnINT TELEFAX (SOB) 982-2047
*NEW MEXICO BOARD OF LEGAL SPECIALIZATION PosT OfFFICE Box 2265
SPECIALIST IN THE AREA OF _
:isgg:tz:gsouncss-om AND GAS LAW SANTA FE, NEW MEXICO 87504 2265

JASON KELLAHIN (RETIRED 1991}

March 29, 2002

VIA FACSIMILE

Mr. David K. Brooks, Esq. I”_ :
Oil Conservation Division -3 >
1220 South Saint Fiances Drive ot
Santa Fe, New Mexico 87505 _ 3
- T
Re: REPLY IN SUPPORT OF MOTION TO DISMISS o

NMOCD Case 12820 =

Application of Nearburg Exploration Company L.L.C.
for compulsory pooling, Lea County, New Mexico
W/2 Sec 5, T19S, R33E (Gem North "5" Federal Com Well No. 1)

Dear Mr. Brooks:

On behalf of OXY USA WTP LP, please find enclosed our reply to Nearburg’s
Response to OXY’s motion to dismiss the referenced case filed by Nearburg Exploration
Company. L.L.C.. This case is currently set on the Examiner’s Docket scheduled for

April 4, 2002

Very truly yours,

homas Kellahin

cc:  Mr. Michael E. Stogner, Hearing Examiner
William F. Carr, Esq.
Attorney for Nearburg Exploration Company, Inc.
OXY USA WTP Lp.
Attn: Richard Foppiano
Penroc Oil Corporation
Attn: M. Y. "Merch" Merchant



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

IN THE MATTER OF THE APPLICATION CASE NO. 12820
OF NEARBURG EXPLORATION COMPANY L.L.C.

FOR COMPULSORY POOLING

LEA COUNTY, NEW MEXICO

REPLY OF OXY ’S
TO NEARBURG’S RESPONSE TO
OXY’S MOTION TO DISMISS

Comes now OXY USA WTP LP ("OXY"), by its attorneys,
Kellahin and Kellahin, and in reply to Nearburg Exploration Company
L.L.C. ("Nearburg") response to OXY’s motion to dismiss, states:

Nearburg, in its response, argues "OXY’s approved Sundry Notice
is nothing more than agency authorization to proceed with proposed activity
on certain acreage. The agency approval, without action having been take
pursuant to that approval, should not be allowed to preclude another owner
(from compulsory pooling)." Nearburg cites to Case 12407 for support and
stated "It was only after BTA acted on its approved APD and commence

drilling that the S/2 of the section was deemed no longer available for an

E/2 pooling application.”



NMOCD Case 12820

OXY REPLY IN SUPPORT OF THIS MOTION TO DISMISS
-Page 2-

In accordance with the precedent cited by Nearburg, OXY and
Penroc Oil Corporation ("Penroc") has commenced operations on the Nellie
Federal Well No. 1 located in Unit O of Section 5, T19S, R33E which is
dedicated to the S/2 of this section. OXY has transferred operations to
Penroc Oil Corporation, the owners of the other 50 % working interest in
the spacing unit, who had commenced operation on the well. See Exhibits
"C" and "¢ attached.

OXY and Penroc have now done exactly what Nearburg said they
must be to preclude Nearburg from pooling the W/2 of this section. OXY
and Penroc should be allowed to complete their work on this well and to

take any appropriate further action to protect their correlative rights.

RELEVANT FACT

(1) OXY controls 50 % and Penroc Oil Corp. controls 50 % of the working

interest in the S/2 of Section 5, T19S, R33E, NMPM, Lea County, New
Mexico.

(2) Nearburg’s working interest is confined to the NW/2 of this section.

(3) On January 29, 2002, Nearburg filed an application with the Division
seeking a compulsory pooling order to drill its Gem North "5" Federal
Com Well No. 1 and to dedicate the well to the W/2 of Section 5.



NMOCD Case 12820

OXY REPLY IN SUPPORT OF THIS MOTION TO DISMISS
-Page 3-

(4) The S/2 of Section 5 is currently dedicated to OXY’s Nellie Federal
Well No. 1 a Morrow gas well at a standard well location in Unit O of this
section and dedicated to a standard 320-acre gas spacing and proration unit
consisting of the S/2 of Section 5. See Exhibit "A"

(5) OXY and Penroc plans to re-enter the Nellie Federal Well No. 1 in an
attempt to restore Morrow production. See Exhibit "B"

(6) OXY and Penroc have commence work on the Nellie well and should

be allowed to do so without further interfere from Nearburg. See Exhibits
"C" and "D"

WHEREFORE OXY USA WTP L. P. requests that the Division

Hearing Examiner grant this motion and dismiss Oil Conservation Division
Case 12820.

Kdllahin & Kellahin

P. O. Box 2265

Santa Fe, New Mexico 87504
(505) 982-4285

CERTIFICATE OF SERVICE

I certify that a copy of this pleading was hand delivered to counsel for applicant
this 29th day of March, 2002

W. Thomas Kellahin
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Mchamm Morchgt

Page 1 of 2

From; "™ Y Merchant” <mymerch@hotmail,com>

To: ‘Mark Clarke” <mmcipd@yshoo.com>

Sent; Monday, March 25, 2002 4:10 PM

Subject: Re: olifield

Mark, we're having troubie with Merch's hotmail. Try sending to him at

mymaerch_1999@yahco.com
Thanks, Joy

—— Original Message —--
From: "Mark Clarke" <mmcipd@yvahoo. com>

To. < hotmail.com>

Sent: Sunday, March 24, 2002 8:01 PM
Subject; cilfield

> Merch,

>

> Hope things are well with you and yours. | den't know
> if | mentioned it or not but the shut in pressure was

> a little higher each day as we flowed the well.

> Although each period was for minimal time the last

> flow was quite a bit longer, | will try Ed tommorrow

> to check on SITP. Ed mentioned that Jimmy Evans knew
> the well was giving up mud before we flowed the well,
> he might have an idea of probiem source, just a

> thought.

>

> Rig count down three(3) more this week to 750, oil and
> oil service stocks being downgraded by brokerage

> houses, must be a general fear of lower prices on the
> horizon.

>

> As fas as Oxy nellis is concerned, will probably have

> to cut tubing then jar seal agsembly from packer.

> Might as well burn over and pick packer and fix

> correctly with 8 squeeze and whole nine yards. |

> would like to fix this one up and leave it aione.

>

> WEB seems to be holding its own for now, still can't

> account for lack of gas!

>

> Going to Menard tommorrow for some R&R, then going to
> Albugquerque Friday and Saturday for baseball.

>

> Keep me posted on E-mails.
>
> MArk

>

3/25/02



. Evans, David (Midland, Texas)

From: mohammed merchant [mymerch@ hotmail.com]
Sent: Monday, March 25, 2002 6:53 PM

To: David_Evans @oxy.com

Subject: nellis fed

David: May be you will get this mail. | am still in Pakistan and having scme
trouble with the mails.

After 4 days of redoing well head and tank battery we opened to well to the
battery. It appears we have tubing-casing problems, and now we have to wait
on my return, find bigger workover rig to work this guy over. Will keep you
posted, if you wish. Thanks. MERCH

MSN Photos is the easiest way to share and print your photos:
hitp://photos.msn.com/support/worldwide.aspx




