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November 7, 198%

HAND DELIVERED

Mr. William J. LeMay, Chmn. and Director
0il Conservation Division

State of New Maexico

Enerqy and Minerals Department

State Land Office Building

0ld Sants Fe Trail

Santa Fe, New Mexico 87501

Re: Application of Strata Production Company
For Authority to Drill a Horizontal Well
Pilot Project, Yeso Hills Faderal #1 Well
Eddy County, New Mexico

Dear Mr. LeMay:

On behalf of Strata Production Company, I would
appreciate your having the enclosed Application set for
hearing on the next available Examiner's Docket now
scheduled for November 29, 1989.

I suggest the following for an advertisement for the
Dockat and newspaper:

aApplication of Strata Production Company for a
Horizontal Directional Drilling Well in Eddy
County, New Mexico. applicant in the above
styled cause seeks authority +to 1initiate a
horizontal directional drilling pilot project in
the SE% of Section 18, T26S, R25E, N.M.P.M., Eddy
County, New Mexico forming a standard 160 acre

P = B S S I i g (3
oy « = . . | =
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Mr, William J. LeMay, Chmn. and Director
0il Conservation Division

November 7, 1989

Page 2

gas spacing and proration unit in the Bone Spring
Formation, by commencing its Yeso Hills Federal
#1 Well at a surface location 1,980 feet FEL and
660 feet FSL of said Section 18. Applicant
proposes to drill to a true vertical depth of
approximately 4,900 feet 1in the Bona Spring
Formation. Applicant intends to evaluate the
vertical well by logging and coring to determine
whether and in what direction to drill hori-
zontally. If a decision iz made to drill
horizontally, the Applicant will plug back and
set whipstock as necessary to initiate medium
radiug curvature to facilitate drilling hori-
zontally. Horizontal drilling shall be at a
direction due North, due Fast or at a North-
easterly direction from the vertical wellbore.
No part of the horizontal hole shall be closer
than 660 feet to any outside boundary of the
spacing and proration unit.

Said location is approximately 20 miles Southwest of
White City, New Mexico.

By copy of this letter to all parties shown on
Exhibit A to the Application, we are forwarding a copy of
the Application and notifying them by Certified Mail
Return Receipt Requested that they have the right to
appear at the hearing to make a statement tc the Division,
to present evidence and crosgs ¢xamine witnegsses either in
support of or in opposition to the Application. Those
parties are directed to contact the Division or the

Applicant’'s attorney to determine what additional rights
they may have,

Very truly yours,

Sealy H. Cavin, dJr.

SHC :wneh
Encliosure

cc: George L. Scott, Jr.
Dan M. Leonard
John C, Byers

Ub S LW
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STATE OF NEW MEXICO
DEPARTMENT OF ENERGY AND MINERALS
OIL CONSERVATION DIVISION

IN THE MATTER OF THE
APPLICATION OF STRATA PRODUCTION COMPANY

FOR A HORIZONTAL DIRECTIONAL DRILLING

PILOT PROJECT 30
EDDY COUNTY, NEW MEXICO casE no.: 95

- e e m—— Al e e A e am

COMES NOW Strata Production Company, by and through
its attorneys, Modrall, Sperling, Roehl, Harris & Sisk,
P.A., and applies to the New Mexico O0il Congervation
Division to initiate a horizontal directional drilling
pilot project in the SEA of Section 18, T268, R25E,
N.M.P.M., Eddy County, New Mexico forming a standard 160
acre gas spacing and proration unit in the Bone Spring
Formation, by commencing its Yeso Hills Federal #1 Well at
a surface location 1,980 feet FEL and 660 feet FSL of said
Bection 18. Applicant proposes to drill to a true
vertical depth of approximately 4,900 feet 1in the Bone
Spring Formation. Applicant intends to evaluate the
vertical well by logging and coring to determine whether
and in what direction to drill horizontally, If a
decision is made to drill horizontally, the Applicant will
plug back and set whip stock as necessary to initiate
medium radius curvature to facilitate drilling hori-

zontaliy of approximately 1,200 feet. Horizontal drillirg

- - = = [ ™ 4 = = o =y -~
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SENT BY:Xerox Telecopier 7021 i11- 6-88 + 4:20PN 5052427573 505827574134 §

shall be at a direction due North, due East or at a
Northeasterly direction from the vertical wellbore., No
part of the horizontal hole shall be closer than 660 feet
to any outside Dboundary of the spacing and proration
unit, Said location is approximately 20 nmiles Southwest
of White City, New Mexico. 1In support hereof Applicant
will show:

1. Applicant proposes to drill its Yeso Hills
Federal #1 Well at a surface location 1,980 feet FEL and
660 feet FSL of Section 18, T26S, R25E, N.M,P.M., to a
total true vertical depth of approximately 4,900 feet in
the Bone Spring Formation.

2. Applicant proposes to evaluate the vertical well
by logging and coring to determine in what direction to
drill horizontally.

3. 1f a decision is made by Applicant to drill
horizontally, Applicant will plug back and set whipstock
as necessary to 1initiate medium radius curvature to
facilitate the drilling of a horizontal hole.

4, Applicant proposes that the horizontal drilling
shall be at a direction due North, due East or at a
Northeasterly direction from the vertical wellbore,

s, No part of the horizontal hole shall be closer
than 660 feet to any outside boundary of the spacing and

proration unit.

[ IV
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6. The spacing unit for the Yeso Hills Federal #1
Well is the SE% of said Section 18.

7. Applicant has the right to drill the Yeso Hills
Federal #1 Well by virtue of farmouts from A-H 1980
Program, Inc. and Bonneville Fuels Corporation covering
various lands including the SE% of Section 18.

8. Notice is being provided to the Offset Operators
listed on Exhibit A hereto.

9, The proposed horizontal section 0f the wellbore
will be located in the Bone Spring Formation,

10. Applicant seeks approval of this Application in
order to determine if this type of wellbore and completion
in the Bone Spring Formation will result in the recovery
of substantially greater amounts of hydrocarbons from the
Bone Spring Formatior than would normally be recovered by
a conventional well completion thereby improving ultimate
recovery and preventing wagte.

WHEREFORE, after notice and hearing, the Applicant
requests that this Application be granted.

Respectfully Submitted:

MODRALL, SPERLING, ROEHL,
HARRIS & SISK, P.A.

By:

Sealy H. Cavin, Jr.
Attorneys for Applicant
500 Fourth Street, N.W.
Suite 1000

P.O. Box 21€8
Albuguergque, NM 87103

&8 L w
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EXHIBIT A TO STRATA PRODUCTION

COMPANY APPLICATION TO DRILL A
HORIZONTAL WELL,

OFFSET OPERATORS

1201 Louisiana,
Houston, Texas
Attention:

1600 Broadway.
Denver,
Attention:

El Paso Natural

AH - 1980 Program,

Henry Hansen,

Ing,

Suite 700

77002-5681

Senior Landman

Bonnaville Fuels Ccorporation
Suite
Colorado
L.

1110
80202
D, Lillo, Senior Landman

Gas Company

c/0 Meridian 0Qil Inc.

721 Desta Drive
Midland, Texss
Attention:

G&aiw

Mario R. Moreno, Jr.,

78705
Senior Landman

AT TIeE 2T [ Teed



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

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION RN

DIVISION FOR THE PURPOSE OF oy 14176
CONSIDERING: g/
/'7/ﬂ ] ’?’D
CASE NO. 9830 '§ Uﬁ/
Order No. R—§077’ ﬁ
APPLICATION OF STRATA PRODUCTION bjj1/{ V/

COMPANY FOR AN UNORTHODOX GAS WELL
LOCATION, HORIZONTAL DIRECTIONAL
DRILLING PILOT PROJECT AND SPECIAL
OPERATING RULES THEREFORY, EDDY
COUNTY, NEW MEXICO. ‘

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 8:15 a.m. on December
13, 1989, at Santa Fe, New Mexico, before Examiner David R.
Catanach.

NOW, on this day of January, 1990, the Division
Director, having considered the testimony, the record, and
the recommendations of the Examiner, and being fully advised
in the premises,

FINDS THAT:

(1) Due public notice having been given as required by
law, the Division has jurisdiction of this cause and the
j th f. . , ; P
subject matter ereo ﬁmyéwn7, Vi Aenrcs,

(2) The applicant,/Strata Production Company, seeks
authority to initiate horizontal directional drilling
pilot project in the 9E/4 of Section 18, Township 26 South,
Range 25 East, NMPM, -forming a standard l160-acre gas spacing
and proration unit in the Bone Spring formation, by drilling
its Yeso Hills Federal Well No. 1 in the following manner:

Commence drilling at an unorthodox surface
location 460 feet from the South line and 1780
feet from the East line (Unit 0) of said Section
18, drilling to a true vertical depth of
approximately 4900 feet in the Bone Spring
formation whereby the formation will be evaluated
to determine the proper direction for the



horizontal extension (either north, east, or
northeast), plug back to a depth of approximately
4375 feet, and commence a medium radius curve in
the pregxdetermined direction to encounter the Bone
Spring formation at approximately 4680 feet at
which point the well will be drilled horizontally
within the Bone Spring formation a distance of
approximately 1200-1500 feet.

(3) The applicant further seeks special rules and
provisions within the pilot project area including the
designation of a prescribed area limiting the horizontal
displacement of the proposed wellbore such that it cannot be
closer than 660 feet from the North, &ast, or West lines of
the subiject proration unit nor closer than 460 feet from the
gouth line of said unit.

(4) Through its evidence and testimony, the applicant
demonstrated that the proposed horizontal wellbore, which is
experimental in nature, should encounter a substantially
greater number of natural fractures within the Bone Spring
formation than would a conventional wellbore, which may
ultimately result in the recovery of a greater amount of gas
from the subject proration unit, thereby preventing waste.

(5) According to the testimony presented, the proposed
unorthodox surface location is necessitated by archeological
restrictions.

(6) The evidence presented indicates that in its
traverse of the Bone Spring formation, the subject wellbore
may encroach upon the 660-foot setback requirement only
slightly in the South direction.

(7) The applicant is the operator of the affected
acreage to the South as described above, and no other offset
operator and/or interest owner appeared at the hearing in
opposition to the application.

(8) Approval of the proposed pilot project should
result in the recovery of an additional amount of gas from
the subject proration unit which may not otherwise be
recovered, thereby preventing waste, and will not violate
correlative rights provided that the well is drilled as per
the bottomhole location restrictions as described above.

(9) The applicant should be required to conduct a
directional survey on the vertical portion of the wellbore
prior to commencing directional drilling operations, and on
the horizontal portion of the wellbore subsequent to
directional drilling operations in order that the direction,
extent, and terminus of said wellbore may be determined to
be in compliance with the proposed bottomhole location.



(10) The applicant should further be required to submit
coplies of said directional surveys to the Santa Fe and
Artesia district offices of the Division.

(11) The applicant should notify the supervisor of the
Artesia district office of the Division of the date and time
of commencement of directional drilling operations and of
the conductance of any directional surveys on the proposed
well in order that these operations may be witnessed.

IT IS THEREFORE ORDERED THAT:

(1) The application of Strata Production Company for a
horizontal directional drilling pilot project in the SE/4 of
Section 18, Township 26 South, Range 25 East, NMPM, Eddy
County, New Mexico, 1s hereby approved.

(2) The applicant is further authorized to drill its
Yeso Hills Federal Well No. 1 at the following unorthodox
surface location and in the following manner:

Commence drilling at an unorthodox surface
location 460 feet from the South line and 1780
feet from the East line (Unit O) of said Section
18, drilling to a true vertical depth of
approximately 4900 feet in the Bone Spring
formation whereby the formation will be evaluated
to determine the proper direction for the
horizontal extension (either north, east, or
northeast), plug back to a depth of approximately
4375 feet, and commence a medium radius curve in
the prépydetermined direction to encounter the Bone
Spring\formation at approximately 4680 feet at
which point the well will be drilled horizontally
within the Bone Spring formation a distance of
approximately 1200-1500 feet.

PROVIDED HOWEVER THAT, the SE/4 of said Section 18
shall be dedicated to the subject well forming a standard
l60-acre gas spacing and proration unit for said Bone Spring
formation, and;

PROVIDED FURTHER THAT, the horizontal portion of the
subject well shall be located no closer than 660 feet from
the north, east, and west lines of the subject proration
unit, nor closer than 460 feet from the south line of the
subject proration unit.

(3) The applicant shall be required to conduct a
directional survey on the vertical portion of the wellbore
prior to commencing directional drilling operations, and on
the horizontal portion of the wellbore subsequent to
directional drilling operations in order that the direction,



extent, and terminus of said wellbore may be determined to
be in compliance with the proposed bottomhole location.

(4) The applicant shall further be required to submit
copies of said directional surveys to the Santa Fe and
Artesia district offices of the Division.

(5) The applicant shall notify the supervisor of the
Artesia district office of the Division of the date and time
of commencement of directional drilling operations and of
the conductance of any directional surveys on the proposed
well in order that these operations may be witnessed.

(6) 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
OIL CONSERVATION DIVISION

WILLIAM J. LEMAY
Director

S EAL



3162(067)

DEC 0 8 1988

Kew Mexico 011 Conservation Division
Attention: D.R. Cetanach

P.C. Box 2088

fants Pe, NN 87504~2088

RE: NMOCD Exasminer Hearing
Case #9830

Gentlemen:

This letter is respectfully subuitted to confirm that Barry Hunt, Natural
Resource Specialist in the Carlsbad Resource Ares, did request that Strats
Production Company relocate their Yeso Hills Federal #1 a distance of 200 feet
south and east of the originally proposed location due to the identification
of an archeological site that would be impacted by Strata's proposed wellpad
and accese road,

Although other alternate locations were available, the newly proposed location
was the closest to the originslly proposed location.

If you have any further questions, please contact Barry Hunt at (505) 887-6544
or at the letterhead address.

Sincerely,

Is! Saundra L. Porenta

Richard L. Manus

Arez Manager
FOR

cciD.M. Leonard

067:SShaw:mp:12/8/89:WANG#00081.3
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November 7, 1989

>

Mr.

0il Conservation Division
State of New Mexico

Energy and Minerals Department
State Land Office Building

014 Santa Fe Trail

Santa Fe,

Dear Mr.

BEFORE EXAMINER
ctanac
OIL CONSERVATION DIVISION

William J. LeMay, Chmn. and Direct

EXHIEIT NO. —!
1§30

87501

New Mexico CASE NO.

Re: Application of Strata Production Company
For Authority to Drill a Horizontal Well
Pilot Project, Yeso Hills Federal #1 Well
Eddy County, New Mexico

LeMay:

On behalf of Strata Production Company, I would

appreciate your having the enclosed Application set for

hearing
scheduled for November 29,

the available Examiner's Docket

1989.

on next now

I suggest the following for an advertisement for the

Docket and newspaper:

Application of Strata Production Company for a

Horizontal Directional Drilling Well in Eddy
County, New Mexico. Applicant in the above
styled cause seeks authority to initiate a

horizontal directional drilling pilot project in
the SE% of Section 18, T26S, R25E, N.M.P.M., Eddy
County, New Mexico forming a standard 160 acre



Mr. William J. LeMay, Chmn. and Director
Oil Conservation Division

November 7, 1989

Page 2

gas spacing and proration unit in the Bone Spring
Formation, by commencing its Yeso Hills Federal
#1 Well at a surface location 1,980 feet FEL and
660 feet FSL of said Section 18. Applicant
proposes to drill to a true vertical depth of
approximately 4,900 feet 1in the Bone Spring
Formation. Applicant intends to evaluate the
vertical well by logging and coring to determine
whether and in what direction to drill hori-
zontally. If a decision is made to drill
horizontally, the Applicant will plug back and
set whipstock as necessary to 1initiate medium
radius curvature to facilitate drilling hori-
zontally. Horizontal drilling shall be at a
direction due North, due East or at a North-
easterly direction from the vertical wellbore.
No part of the horizontal hole shall be closer
than 660 feet to any outside boundary of the
spacing and proration unit.

Said location is approximately 20 miles Southwest of
White City, New Mexico.

By copy of this letter to all parties shown on
Exhibit A to the Application, we are forwarding a copy of
the Application and notifying them Dby Certified Mail
Return Receipt Requested that they have the right to
appear at the hearing to make a statement to the Division,
to present evidence and cross examine witnesses either in
support of or in opposition to the Application. Those
parties are directed to <contact the Division or the
Applicant's attorney to determine what additional rights
they may have.

Very truly yours,

Sealy %. Cavin, Jr.

SHC:meh
Enclosure

cc: George L. Scott, Jr.
Dan M. Leonard
John C. Byers



STATE OF NEW MEXICO
DEPARTMENT OF ENERGY AND MINERALS
OIL CONSERVATION DIVISION

IN THE MATTER OF THE ( |O i I
APPLICATION OF STRATA PRODUCTION COMPANY

FOR A HORIZONTAL DIRECTIONAL DRILLING
PILOT PROJECT
EDDY COUNTY, NEW MEXICO CASE NO.: 75 30

APPLICATION

COMES NOW Strata Production Company, by and through
its attorneys, Modrall, Sperling, Roehl, Harris & Sisk,
P.A., and applies to the New Mexico 0il Conservation
Division to initiate a horizontal directional drilling
pilot project in the SE% of Section 18, T26S, R2SE,
N.M.P.M., Eddy County, New Mexico forming a standard 160
acre das spacing and proration unit in the Bone Spring
Formation, by commencing its Yeso Hills Federal #1 Well at
a surface location 1,980 feet FEL and 660 feet FSL of said
Section 18. Applicant proposes to drill to a true
vertical depth of approximately 4,900 feet in the Bone
Spring Formation. Applicant intends to evaluate the
vertical well by logging and coring to determine whether
and in what direction ¢to drill horizontally. If a
decision is made to drill horizontally, the Applicant will
plug back and set whip stock as necessary to initiate
medium radius curvature to facilitate drilling hori-

zontally of approximately 1,200 feet. Horizontal drilling



shall be at a direction due North, due East or at a
Northeasterly direction from the vertical wellbore. No
part of the horizontal hole shall be closer than 660 feet
to any outside boundary of the spacing and proration
unit. Said location is approximately 20 miles Southwest
of White City, New Mexico. In support hereof Applicant
will show:

1. Applicant proposes to drill its Yeso Hills
Federal #1 Well at a surface location 1,980 feet FEL and
660 feet FSL of Section 18, T26S, R25E, N.M.P.M., to a
total true vertical depth of approximately 4,900 feet in
the Bone Spring Formation.

2. Applicant proposes to evaluate the vertical well
by logging and coring to determine in what direction to
drill horizontally.

3. If a decision is made by Applicant to drill
horizontally, Applicant will plug back and set whipstock
as necessary to initiate medium radius curvature to
facilitate the drilling of a horizontal hole.

4. Applicant proposes that the horizontal drilling
shall be at a direction due North, due East or at a
Northeasterly direction from the vertical wellbore.

5. No part of the horizontal hole shall be closer
than 660 feet to any outside boundary of the spacing and

proration unit.



6. The spacing unit for the Yeso Hills Federal #1
Well is the SE% of said Section 18.

7. Applicant has the right to drill the Yeso Hills
Federal #1 Well by virtue of farmouts from A-H 1980
Program, Inc. and Bonneville Fuels Corporation covering
various lands including the SE% of Section 18.

8. Notice is being provided to the Offset Operators
listed on Exhibit A hereto.

9. The proposed horizontal section of the wellbore
will be located in the Bone Spring Formation.

10. Applicant seeks approval of this Application in
order to determine if this type of wellbore and completion
in the Bone Spring Formation will result in the recovery
of substantially greater amounts of hydrocarbons from the
Bone Spring Formation than would normally be recovered by
a conventional well completion thereby improving ultimate
recovery and preventing waste.

WHEREFORE, after notice and hearing, the Applicant
requests that this Application be granted.

Respectfully Submitted:
MODRALL, SPERLING, ROEHL,

HARRIS & SISK, P.A.

By:

Attorneys for Applicant
500 Fourth Street, N.W.
Suite 1000

P.O. Box 2168
Albuquerque, NM 87103

066 LW



EXHIBIT A TO STI7 A PRODUCTION
COMPANY APPLICAT. N TO DRILL A
HORIZONTAL WELL.

EXHIBIT A

OFFSET OPERATORS

1. AH - 1980 Program, Inc.
1201 Louisiana, Suite 700
Houston, Texas 77002-5681
Attention: Henry Hansen, Senior Landman

2. Bonneville Fuels Corporation
1600 Broadway, Suite 1110
Denver, Colorado 80202
Attention: L.D. Lillo, Senior Landman

3. E1l Paso Natural Gas Company
c/0 Meridian Qil Inc.
21 Desta Drive
Midland, Texas 79705
Attention: Mario R. Moreno, Jr., Senior Landman

0661w
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November 17, 1989

HAND DELIVERED

Mr.

William J. LeMay, Chmn. and Director

Oil Conservation Division
State of New Mexico

Energy and Minerals Department
State Land Office Building
0ld Santa Fe Trail

OP%

SANTA Fe Crrice
119 EAsT Mancy
Suite 200
Post Jrmice Box 9318

SANTA Fe New Mexico 37501-93°3

TeL. (305 983-2020
Fax (505) 988-899G

Las CRuces CFRCE
305 South Main
Lorerro Towne Centre
Suire 103
PosT Qrrce 8ox 578

Las Cauces. New Mexico 38004-0578

Tee. (505 526-6655
Fax ($05) 526-6G56G

-

7

Santa Fe, New Mexico 87501
Re: Amended Application for Strata Production Company
For Authority to Drill a Horizontal Well Pilot
Project, Yeso Hills Federal #1 Well, Eddy County,
New Mexico.
Dear Mr. LeMay:
On behalf of Strata Production Company, I would

appreciate your

having the enclosed Amended Application

set for hearing on the next available Examiner's Docket
now scheduled for November 29, 1989. This Amended
Application amends Strata‘'s Application made by our
correspondence to you dated November 17, 1989.

I suggest the following for an advertisement for the
Docket and newspaper:

Amended Application of Strata Production Company

for

Eddy County,
styled
horizontal directional drilling pilot project

Directional Drilling Well in
Applicant in the above
to 1initiate a
in

a Horizontal
New Mexico.

cause seeks authority



Mr. William J. LeMay, Chmn. and Director
0il Conservation Division

the SE% Section 18, T26S, R2SE, N.M.P.M., Eddy
County, New Mexico forming a standard 160 acre
gas spacing and proration unit in the Bone Spring
Formation, by commencing its Yeso Hills Federal
#1 Well at an unorthodox surface 1location 1,780
feet FEL and 460 feet FSL of said Section 18.
Applicant proposes to drill to a true vertical
depth of approximately 4,900 feet in the Bone
Spring Formation. Applicant intends to evaluate
the vertical well by 1logging and coring to
determine whether and in what direction to drill
horizontally. If a decision is made to drill
horizontally, the Applicant will plug back and
set whipstock as necessary to initiate medium
radius curvature to facilitate drilling hori-
zontally. Horizontal drilling shall be at a
direction due North, due East or at a North-
easterly direction from the vertical wellbore.
The horizontal hole shall be terminated at a
location no closer than 660 feet to any outside
boundary of the spacing and proration unit.

Said location is approximately 20 miles Southwest of
White City, New Mexico.

By copy of this letter to all parties shown on
Exhibit A to the Amended Application, we are forwarding a
copy of the Amended Application and notifying them by
Certified Mail Return Receipt Requested that they have the
right to appear at the hearing to make a statement to the
Division, to present evidence and cross examine witnesses
either in support of or in opposition to the Application.
Those parties are directed to contact the Division or the
Applicant's attorney to determine what additional rights
they may have.

Very truly yours,
//ES// 3 /L@w/'f;ffCZq
: ' V4
Sealy H. Cavin, Jr.

SHC : meh
Enclosure

cc: George L. Scott, Jr. (w/encl.)
Dan M. Leonard (w/encl.)
John C. Byers (w/encl.)



RECEVED

STATE OF NEW MEXICO L7 1980

DEPARTMENT OF ENERGY AND MINERALS NOV [
OIL CONSERVATION DIVISION SN

o GONSERVATEY ’

IN THE MATTER OF THE X7
APPLICATION OF STRATA PRODUCTION COMPANY I

FOR A HORIZONTAL DIRECTIONAL DRILLING
PILOT PROJECT
EDDY COUNTY, NEW MEXICO CASE NO.:

o >
[ lic 4

E ED
1 T1I1

> 1o

N
AP c

QN

COMES NOW Strata Production Company, by and through
its attorneys, Modrall, Sperling, Roehl, Harris & Sisk,
P.A., and applies to the New Mexico 0il Conservation
Division to initiate a horizontal directional drilling
pilot project 1in the SE< of Section 18, T26S, R25E,
N.M.P.M., Eddy County, New Mexico forming a standard 160
acre gas spacing and proration unit in the Bone Spring
Formation, by commencing its Yeso Hills Federal #1 Well at
a surface location 1,780 feet FEL and 460 feet FSL of said
Section 18. Applicant proposes to drill to a true
vertical depth of approximately 4,900 feet in the Bone
Spring Formation. Applicant 1intends to evaluate the
vertical well by logging and coring to determine whether
and in what direction to drill horizontally. If a
decision is made to drill horizontally, the Applicant will
plug back and set whipstock as necessary to initiate
medium radius curvature to facilitate drilling hori-
zontally of approximately 1,200 feet. Horizontal drilling
shall be at a direction due North, due East or at a
Northeasterly direction from the vertical wellbore. No

part of the horizontal hole shall be closer than 660 feet



to any outside boundary of the spacing and proration
unit. Said location is approximately 20 miles Southwest
of White City, New Mexico. In support hereof Applicant
will show:

1. Applicant proposes to drill 1its Yeso Hills
Federal #1 Well at a surface location 1,780 feet FEL and
460 feet FSL of Section 18, T26S, R25E, N.M.P.M., to a
total true vertical depth of approximately 4,900 feet 1in
the Bone Spring Formation.

2. Applicant proposes to evaluate the vertical well
by logging and coring to determine in what direction to
drill horizontally.

3. If a decision is made by Applicant to drill
horizontally, Applicant will plug back and set whipstock
as necessary to initiate medium radius curvature to
facilitate the drilling of a horizontal hole.

4. Applicant proposes that the horizontal drilling
shall be at a direction due North, due East or at a
Northeasterly direction from the vertical wellbore.

5. No part of the horizontal hole shall be closer
than 600 feet to any outside boundary of the spacing and
proration unit.

6. The spacing unit for the Yeso Hills Federal #1
Well is the SE< of said Section 18.

7. Applicant has the right to drill the Yeso Hills
Federal #1 Well by virtue of farmouts from A-H 1980

-2-



Program, Inc. and Bonneville Fuels Corporation covering
various lands including the SE< of Section 18.

8. Notice is being provided to the Offset Operators
listed on Exhibit A hereto.

9. The proposed horizontal section of the wellbore
will be located in the Bone Spring Formation.

10. Applicant seeks approval of this Amended Appli-
cation in order to determine if this type of wellbore and
completion in the Bone Spring Formation will result in the
recovery of substantially greater amounts of hydrocarbons
from the Bone Spring Formation than would normally be
recovered by a conventional well completion thereby
improving ultimate recovery and preventing waste.

11. Applicant seeks approval of 1its proposed un-
orthodox surface location.

WHEREFORE, after notice and hearing, the Appli-
cant requests that this Application be granted.
Respectfully submitted,

MODRALL, SPERLING, ROEHL,
HARRIS & SISK, P.A.

o el 4 RNV

Sealy H. Cavin,
Attorneys for Appllcant
500 Fourth Street, N.W.
Suite 1000

P.O. Box 2168
Albuquerque, NM 87103

0841w



EXHIBIT A TO STRATA _RODUCTION
COMPANY AMENDED APPLICATION TO
DRILL A HORIZONTAL WELL.

©
EXHIBIT A QS(SS'\ -0
NN ‘ﬁg&
Ny N
OFFSET OPERATORS N\
N
W
1. AH - 1980 Program, Inc. Q

1201 Louisiana, Suite 700
Houston, Texas 77002-5681
Attention: Henry Hansen, Senior Landman

2. Bonneville Fuels Corporation
1600 Broadway, Suite 1110
Denver, Colorado 80202
Attention: L.D. Lillo, Senior Landman

3. El Paso Natural Gas Company
c/0 Meridian 0il Inc.
21 Desta Drive
Midland, Texas 79705
Attention: Mario R. Moreno, Jr., Senior Landman

0841w
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pace below,-

PENALTY FOR PRIVATE
USE, 4300

87103

Print Sender’s neme, sddress, and ZIP Code i the

Code
Sealy H. Cavin, Jr., Esq.
Albuguerque, NM _

|Ppase
beock of

Roceipt
10 mEmber.

»

space belew.
¢ Compiote tems 1, 2, 3, and 4 on the
permits, otherwise offix %o

article.
* Endorse article ‘‘Return

TO0

Print your name, address and 20
¢ Attach %o frent of erticle ¥




P 55k 957 549

RECEIPT FOR CERTIFIED MAIL

NO NSURANCE COVERAGE PRCVIDED
NOT FOR INTERNATIONAL MAIL

(See Reverse)

% |sentc Attn: Mario R. Morend,Jr
$ |L.EL Paso Natural Gas Co.

g | sreetananoc/0 Meridian Oil Inc.
= | 21 Desta Drive

2P0 Stae ard ZIP Code

2\ Midland, TX 79705

3 Pastage :

Certiled Fee

Spec.a Dewvery Fee

Restrcted Denvery Fee

Jeturn leceipt snowing
0 wrom ang Date Delivereg

Return Recept Powing ¢ whom
Date arc Acaress ot Denvery

"2TAL Postage ard Fees 2

Pastmark or Daie

11/20/89

SN T

PS Form 3800, June 1985
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3. Artiole Addressed to: 4. Article Number
El Paso Natural GassQpmpany P 556 957 649
c/o Meridian Oil I O
21 Desta Drive :.l 0 coo
Fidland, Texas 79705 L] axpross M8 Em_
Attn: Mario R. Moreno@¥r., " Abwoys shisi: sighonrs of sddvesses
Senior Ll u”% -
- IR : epameted and fou patd)

nM"“‘.ﬁ.l” * ULS.QPF.0. Wes-212-008 DOMESTIC RETURN RECEPT
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PENALTY FOR PRFIVATE
USE. $300
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and 2P Code
nome 1 2,3, and 4 on the

|
_

|
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Pwu.unrwnuuuyunnmumthc«bh\mnunannbw.
Sealy H. Cavin, Jr., Esqg.

TO

Box 2168

, NM

Post Office

87103




Form approved.
Budget Bureau No. 1004-0135

"1"" 3‘50—§ Ur TED STATES SUBMIT IN TR' CATE® Expires August 31, 1985
oy 92331, DEPARTME..f OF THE INTERIOR ‘e e ™™ ** ™ |0 iisn uwiovirion 1 asaiac wo
BUREAU OF LAND MANAGEMENT L 30886-A

. IF INDIAN, ALLOTTEE OR TRIBE NaAME

SUNDRY NOTICES AND REPORTS ON WELLS

D t this fora for proposais to drlll or to deepea or plug back to a different reservolr.
(o not use ‘APIILLF((‘)ATXON FOR PERMIT—" for such proposals.)

i 7. UMIT 20ABEMENT Naxs )
‘:-':u. D ':v‘:'x.l. [X] OTHER
2. "NaME OF OFSEATOR - 8. FARKM OB LEASK NaMB
STRATA PRODUCTION COMPANY YESO HILLS FEDERAL
3. A0D8EES OF OPERATOR 9. WaLL NoO.
648 PETROLEUM BUILDING ROSWELL, NEW MEXICO 88201 s
4. lb::‘:l::)‘sg:c: ril:'l.blll(tjs;’p\;rt fccation clearly and in accordance wllh any State requirements.® 10. PIRLD AND POOL, OR WILDCAT
At surface WILDCAT BONESPRING
OLD LOCATION: 1980' FEL & 660' FSL 11s8C. 7. 1. ., 08 BLX. 1WD

NEW LOCATION: 1780' FEL & 460' FSL
SEC, 18, T26S, R2SE

14, PERMIT NO. T " 5. BLEVATIONS (Show whether bF, RT, oK ete) 172 COUNTY s Famisn| 13. STATE
i
'
. +GL 3839 _ EDDY NM
18 Check Appropriate Box To Indicaie Nature of Notice, Report, or Other Data
NOTICE OF INTENTION TO: SUBSEQUENT RSPORT OF
[ 1
TEST WaTER SHUT-OFR “__l PULL OR ALTER CASING | | WATER SHUT-OFP | ‘ BIPAIRING WBLL
i
FRACTURE TREAT MULTIPLE COMPIETE : ! FRACTURE TREATMENT | [ ALTERING CASING
. ¢
SHOOT OR ACIDIZE l ABANDON® | o SHOOTING OR ACIDIZING | ABANDONMENT®
WEPAIR WELL 1 CUANGE PLANS i ‘ (Other) .
| (NoTE : Heport results of maltipie completion on Well
_(_O}Et’_x'_)_w_'END»S‘UB-E“'{\CE‘_EOQAT]_:‘O_IE _— P X I A _ Completion or Recoupletion Report and Log form.)
17 DESCRIBE IFROPUSED OR CUMPLETED OPERATIONS (Clearly state all pertlnvnt details, und 3ive pertioent dates, laciuding estimated date of starting any

proposed work. If well is directiooally drilled, give subsurface locativns und meuasured and true vertical depths for all markers and zones perti-
nent to this work.) ®

AMEND LOCATION OF WELL TO: 1780' FEL & 460' FSL
SEC. 18, T26S, R25E

BEFORE EXAMINER

“tuwmac [/\
ClIL CONSERVATION DIVISION

EXHI2IT NO.
W%Bo

181 hereby certify thaf the foregojng Is correct
/L' %HTLE VICE PRESIDENT pars NOV. 21, 1989

o (This space for Federal or State office use)

APPROVED BY TITLE DATE
CONDITIONS OF APPROVAL, IF ANY:

*Cee Instructions on Reverse Side

Title 18 U.S.C. Sect:on 1001, makes it a crime lor any person knowingly and willfully to make to any department or ageacy of the
Un 1ea States any farse, Sictitings or v fuient stateenis or representations as 1o any matter witheon irs igrisdy .



_.'..

State of New Mexica

!

hmitl (o A o . F c.10?
.m 'w‘rcr" prate Energy, Minerals and Natural Resources Department Rm-d 1-1-89
.lcliamaw 34 copm
¢ Lease - 3 copies -
- OIL CONSERVATION DIVISION

SIRICLI P.O. Box 2088 :
J. Box 1980, Hobbs, NM 88240

o N Santa Fe, New Mexico 87504-2088 Din Leonnes
SIRICH I ‘
J. Drawer DD, Antesia, NM 88210
SIRICT IO WELL LOCATION AND ACREAGE DEDICATION PLAT

U0 Kio Brazos Rd., Atec, NM 87410

All Distances must be from the outer boundarios of the section

Peralor

Caase ) Well No.
Strata Production Company Yeso Hills Federal
ut Letier Section Township Range County
0 18 26 South 25 East NMTA Eddy
wal Footage Location of Well: T East
460 feet from the South line and_ 1780 fect from the as line
wind level Elev. Producing Formutiun Pool Dedicaied Acreage:
3834 Acres

1. Outhne the acreage dedicated Lo the subject well by colored pencil or hachure n 1k on the plat below,

2. 1f more than onc leasc is dedicated to the well, outline each and identify the owncrship thereof (both as 10 working intcrest and royalty).

3. If mare than onc Jease of different ownership is dedicated 1o the well, have the interest of all owners been consolidated by communitization,

unitization, force-pooling, eic.?

[ Ye 3 Mo

this form if neccessary.

If answer is “yes” type of consolidation
1f answer is "no” list the owners and tract descriptions which have actually been consolidated. (Use reverse side of

No allowable will be assigned w the well uati! all interesis have been conwhdalcd ('b) comumunitization, unmuuon [otwd -pooling, or otherwisc)

of until a non-standard unit, eliminating such intercs, has been approved by the Disvision.

——————— [ ———— e ——————

——1—-—-—————-—

OPERATOR CERTIFICATION
I hereby certify that the information
coniained herein in true and, compleie 1o the

bc.r!ojnybw-vlzd ea bcf
e & fe VA
Signature

James G, McClelland

Printed Name
Vice Pres/Admin

Position

Strata Production Co,.

Company

November 29,
Date

1989

‘ Date Surveyed
S 4————- —— - ———— — — 1 [November 28%
’ ~Sinatare & Sl of

| ! LR

, P. R. P

| 3839 3845 1780"

' 3835.3 N 33'0 5

} TR :} ) " Cenificate No. z "W(ﬁl\ N

-T——_——-—-—-—-—h-—-———-———

SURVEYOR CERTIFICATION

I hereby certify that the well location shown
on this plat was plotted from field motes ofl
aciual swveys made by me or wnder my
supervison, and that the same is true and
correct 1o the best of wy knowledge and

belief.

" e ) e,

1980 2310 2640

' 30 60 990 1320 1650

2000

8112

1500 1000 &0




Form 31oU=3 SUbLMIT IN ’I'h( ‘CATL® Form spproved.
(Otbier lustruc

(Noverber 1983) \ . oo Budget Bureau No. 1004-0136
(furmerly 9=331C) : UMTED STATES reverse slde) Expires August 31, 1985

DEPARTMENT OF THE INTERIOR FE

5. LEABK DEMIGNATION &ND SERIAL NO,
BUREAU OF LAND MANAGEMENT _NM-30886-A
APPLICATION FOR PERMIT TO DRILL, DEEPEN, OR PLUG BACK O TR LTS R R Wawe
lu. TYPE OF WURK — —
DRILL [3 DEEPEN D PLUG BACK D 7. UKIT AGUBEMBNT 'lmu
b. TYPEOF WELL
(v)v,:x.\, WrLL OTHER :L:O:u :\:JNL:WL. . FaBN OR LZaud NaMa
4. NAME OF OPERATOR Yeso Hills Federal
Strata Production Company _ 9. waLL No.
3. 4DDRESS OF OPEKATOK #]
648 Petroleum Building __Roswell, New Mexico 88201 10. FIBLO AND POOL, Ok WiloCaT
4. IAA.‘!L:J;:JHN :)r wtii (Report locution clearly and in mccordauce with muy Blute reguirements.®) U-uﬂ‘u nd. Bone Springs
1980'FEL & 660' FSL T i o
At propused prod. sone S‘]B '26"‘5, R-ZS-E
Same
314 UINTANCE IN MILEE AND DIRECTION FROM NEARKST TOWN Ok PUNT OFFICE® 12. COUNTY OKk FaRISB | 13, 8TaTE
20 Miles SW of White City, New Mexico Eddy NM
10. :vn:"ra_;:c':';ho'f:trgﬁu—'- '''''''' 16. NO. OF ACEES IN L¥AGK | 17. NO. UF ACKES ANBIGNED
UCATIUN Tu AEABEN TU THIB WELL
A e i T, 1f wnyy 660" __ Boo ACgzS 160
18. mn;uau. n(::: uoll'oluuﬂwc:‘ﬂlor:"‘“” 10 PROTOKKD DEPTH 1730 MUTARY UR CablE TuuLa
on Arriino ron, N TS tasss, pr. 0 660! 4900 Rotary
21 SUsVATIONS (Bhow whether DF, BT, GR, eto.) ] $2. AVPROS. DATE WONK WILL BTART®
___GL 3839 November 10, 1989
o PROPOSED CASING AND CEMENTING PROGRAM
#iTs OF HOLE 8iZK OF CASING WEIGHT PEK FOOT BUTTING DEPTH QUANTITY Uy CEMENT
123" 8 5/8" | 2u% 1200 308sx "Lite" & 360sx "C"
circulate
7 7/8" 54¢ 15.54 4900' 300sx class “C"

Al Will drill to depth sufficient to test the Bone Spring formation.

B] Mud Program:

0-1200' native mud

1200'- total depth, cut brine with starch for water loss control.
C] Blow out preventer will be installed.
D] Logs will be run.

IN ABCVE BPACE DEBCRIBE PROTOARD PROCRAM : If proposal is to deepen or plug back, give data on present productive sone and proposed new productive
zone,  If propossl 18 to drill or deepen directicnally, give pertinent duta oL subsurfuce locutions und measured avd true vertical depibs.  Give blowout
preventer program, i any.

.
NICNER ?’244 é %‘- W TITLE Operator pars 10-03-89

(Tbl- space for Federal or State office use)

PERMIT KO, APFROYAL DATK

APFROVED MY - TITLE DATSE
CONDITIONS OF APFHUVAL, I¥ ANY

*Gee Instructions On Reverse Side

Tule 18 U.S.C. Section 1001, makes it a crime for any person knowingly and willfully to make to any department or agency of the
United States any [alse, fxcmnous or fraudulent statements or representations as to any matter within its jurisdiction.



( . CONSERVATION DIVISION (

STATE OF NEW MEXICO - P.O. 80X 2088 Farm C-102

ENERGY ano MINERALS DEPARTMENT SANTA FE, NEW MEXICO 37501 ) Ravised i0-1-78
All distances musl be from the euter boundaries of the Section.
si0i0 Lecse Well No.
Strata Production Company Yeso Hills Federal 1

" Letier Section Tewnship Renge County

0 18 26 South 25 East Eddy
el Fooatage Lecation ol Wells

660 test {rom the SOUth line and 1980 fcot trom the EaSt line
ound Leve! Elev. Producing Formation Pool Dedicaied Acreeqe;
3839 Bomi. 5prz-c'~qr Unvn, et S a c L0 keres

1. Outline the acreage dedicated to the subject well by colored pencil or luc'huu mn?{s on the plat below,

2. If more than one lesse is dedicated to the well, outline each end identify the ownership thereof (both as to working ]
interest and royally).

3. If more than one lease of different ownership is dedicated to the well, have the interests of all owners been consoli-
dated by communitlization, unitization, force-pocling. etc?

[ Yes [ No If anawer is *‘yes;’ type of consolidation

M answer is *'uc}’ list the owners and tract descriptions which have actually been consolidated. (Use reverse side of
this form il necessary.)
No sllowable will be assigned to the well until all interests have been consolidated (by communitization, unitization,

forced-pooling, of otherwise)or until a non-standard unit, eliminating such interests, has been approved by the Division.

CERTIFICATION

| heraby carrily thet the infermetisn con.

toined harein Is 11ue and compleate 1o the
best ol my knowledge end bel

— n — A G e ——

1—-.———-———

4

Name ‘
James & Qieiepne |

Poasition
Cposanrp
Company
Sdrd Bren. ¢ o
Date
10 -3~ 89

{ hereby certily thet the waell lecasion
shown on this plet wes pletted lrem lieid
netes of ocivel survays mede by me or
under my swpervision, and 1hel the some

is tve and correct w the best ol my
knowledge ond beliel.

—————om ——t - ——— — — —

¥
|
[
i
|
|
!

s etttk S RPN

——————— --—,———-——T — e e us e o

|
3836.1 _ 3840.8

{

¢ I
3839.67 3833.7
o i

{

I-I
14 13 ] LI 1

Cestilicale

8112

[} 30 [ 114 *0 $320 1880 1980 23D 284D 3000 1900 1oeo 00 o




1
-

8.

. SUYRFACE uSE

AND OPERATIONS PLAN

Joli Nama:  Yeso Hills Federal #1

Location: Section 18, T-26-S, R-25-E Eddy County, New Mexico

Exiscing Roads: _Exhibits A & B are topographic & Lease maps of the roads and

other wells in_the area,

Planned Access Roads: __Approximately 600' of new road will be required to join
the pad to-the access road. See Exhibit"A .

Loczticn of Existing Wells: _See Exhibit "B",

Location of Tank Batteries, Production Facilities, ané Producrtrion,

Gathering, -and Service Lines: _Stock tanks and production facilities will be

on location, Cathering and service line locations are pending due to

§“§§§§ in_completing this well as a commercial producer,

Location and Tyne of Water Supply (rivers,crceks, lakes,ponds,wells):
Plans include drillin is_well wit w Water will be obtained thru
private and commercial sources and will be transported over existing and planned
access roads.

Source cf Construction Materials: i ! i ractor

Aethods of Handiing Waste Disposal: Drill cuttmqs to reserve pits allowing for
ﬂMukLSlQxE3HQ_JunHJﬂ3h_JﬂﬁLJUHJxLﬁﬂEEdh_ﬂiﬁi.uﬂLbﬁAﬂinmﬁﬁLﬂﬁulj_BLM

Produced oil will be stored in_tanks until sold. Trash will be covered with 24" of
dirt. Trash and debris will be removed from well site with in 30 days of completion.

Anciilary Tacilities: _None required,




10.

11,

12,

13,

{ L

Well Site Layout: _Exhibit "C" shows the pad layout. Surface will be completed
with caliche ansthe reserve pits lined with plastic.

Plans for Restoration of the Surface: After completion, all unnecessary
equipment will be removed. Pits will be filled and location cleaned of all trash and
“junk. Any pits will be fenced until they are filled. |(f abandoned, all rehabilitation

and vegetation requirements forthe BLM will be followed and all pits will be filled
and leveled within 90 days after abandonment.

Other Information: _The topography of the location is relatively light rolling hills,

little loam. Vegative cover is grass, mesquite, yucca, sage and miscellaneous wild-

flowers, Wildlife includes coyotes, rabbits, rodents, reptiles, dove and quail, No

streams in area. No evidence of archaeological, historical or cultural sites.

Lessee's or Operator's Representative:

James G. McClelland or Frank S. Morgan
648 Petroleum Building

_Roswell, New Mexico 88201

Business Phone: 622-1127 or 365-2971
Home Phone: 624-1858 or 365-2919

Certification:

I hereby certify that I, or persons under my direct
supervision, have inspected the proposed drillsite
and access route: that 1 am familiar with the condi-
tions which presently exist: that the statements

made in this plan are, to the best of my knowledge,
true and correct: and, that the work associated

with the operations proposed herein will be performed

by __Strata Operating Company and its contractors

and sub-contractors in convormity with this plan and
the terms and conditions under which it is approved.

October 03, 1989 —-gv:’:f é/@/

Date Company Representative

Vice President Administration -
Title
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TERRY S. KRAMER
Tim L. FiELDS
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R. ALFRED WALKER

Michael E. Stogner,
0il Conservation Division
State of New Mexico
Energy and Minerals Department
Post Office Box 2088

Santa Fe,

David R. Catanach, Petroleum Engineer

New Mexico

GEORGE T. HARRIs. JR.

Law OFfFiCES

A PROFESSIONAL ASSOCIATION
500 FourtH STREET NW

SuNwesT BuiLbING. SuiTe 1000

PosT OFFICE Box 2168

TeL. (505) 848-1800

Fax (505) 242-5352

JoHN F. Simms
(1885-1954)

AuGusTUs T. SEYMOUR

{1907-1965)

(1922-1985)

November 21,

1989

ALBUQUERQUE, NEw MExico 87103-21G8

J. R. MODRALL
11902-1977)

LELAND S. SEDBERRY. JR.
(1930-1985)

Petroleum Engineer

87504-2088

0il Conservation Division

State of New Mexico

Energy and Minerals Department

Post Office Box 2088

Santa Fe, N@wMMexiGO—u%§1?04—2088
3y

(?é:

Case 9830, Applitation of Strata
Production Company for an Unortho-

~.. dox Loeation and a Horizontal Well

Gentlemen:

Mr.

This will
Stogner

confirm my
regarding

the

telephone
rescheduling

-

Amended Application of Strata Production for

Location and Horizontal Well,

conversation

~ Case 9830,
Unorthodox
D m‘t_)he_r_wl“i,wr,x .

o

for Wednesday,

aTiod DMEBNRALL, SPERLING, ROEHL, HARRIS & SISK

SANTA Fe OFfice
HO EAST MaRrcYy
Suite 200
Post Orrice Box 9318

SANTA FE. New MExico 87501-9318

TeL. (505) 983-2020
Fax (305) 988-899G

Las Cruces OFFICE
505 SouTH MAIN
LoreTTo TowNe CENTRE
Surre 103
Post Office Box 578

Las Cruces. New Mexico 88004-0578

TeL. (505) 526-6655
Fax (505) 526-6656

witﬁ

/}2§2*~—$hank-you for your assistance in this matfer:

SHC : meh

ccC:

Dan M. Leonard
John C. Byers
George L. Scott

Very truly yours,
/gggzzzgé;;gfin,

, Jr.

James G. McClelland

d



Law OFFICES

QPRALL, SPERLING, ROEHL, HARRIS & SISK

A PROFESSIONAL ASSOCIATION
500 FourTH STREET NW
SuNnwesT Burtbing, Suite 1000
Post Qrrice Box 21G8
ALBUQUERQUE, NEw MEexico 87103-21G8

CIL 601G SRV ATION NV&Q

Jr

James E SPERLIP‘G E'l\.blb A. Darpen (I
Josepn 2. ROEHL Duane E. BROwN
DaniEL 4 Sisk MARTHA G BROWN

ALLEN ( DEWEY. 27 a{q
BERT AMPELL

PanJ AmNc Georce F. Koinis

SANTA Fe OFfFICE
H9 EasT MaArcy
Suite 200
PosT Ofrice Box 9318

DaLe W Ex

JAMES M. PARKER
CHarLE. | WELLBORN
Dennis . FAlk
ARTHUR D MELENDRES
James P HoucHToN
Jupr A Fry

PauL M FisH
Ceorce J. Hopkins
JeFFREY W LouBeT

R. E. THOMPSON
CUrTis W. SCHWARTZ
RutH M. ScHirani
THoMAs L JoHNSON
LynN H. SLAbe
2acHARY L. McCormick
CuirFORD K. ATKINSON
DoucLss A. BAKER
Susan R, STocksTILL
Bet R DAVENPORT
LARRY P. AUSHERMAN
Joun E. Heer 111

J. Doutas FosTeER
Douctrs R VapNats
GeoffFReY D RIEDER
Jorn & THAL
BenJAMIN SiLva. JR.
RanoaiL J McDoNaLD
JANET 5. PERELSON
WaLter E. Stern (1
Patricr. J ROGERS

Michael E.

Neat E. Binczewski
Topo R. BRAGGINS
Kevin T. RiepeL

SeaLy H. Cavin. JR
ELEaNOR K. BRATTON
Nora C. KeLLY

Wituiam C. Scorr
DonNALD R. FENSTERMACHER
HALSEY L. WASHBURN
TERRY 5. KRAMER

Tim L. Fiewps

DoucLas G. SCHNEEBECK
Kyte H. MoBerLy
CHARLES A, ARMGARDT
KaTHRYN D. Lucero
SuzanNe R. SPIERS
TIMOTHY R. VAN VALEN
EARL E. DEBRINE. JR.
TimoTHY C. Howm
CeORCE McFaLL

Bonnig J. PalsLey
WaLTER M. HART 111
DAwN BRADLEY BERRY
WittiaM Regves KELEHER
Diane H. Mazur

Lisa MANN BURKE

JEAN MARIE BANNON
STUART R BLTZIER
Dowatb A. DeCANDIA
GRETCHEN B FRIEDLANDER
R. ALFRED WAaLKER

TeL. (505) 848-1800
Fax (505) 242-5352

Stogner,

Jonn . Simms
(1885-1954)

J. R, MobRALL
(1902-1977)

AucusTus T. SEYMOUR

GeoRGE T. HARRIS. JR.

(1922-1985)

(1907-1965)

November 21,

0il Conservation Division
State of New Mexico

Energy and Minerals Department
Post Office Box 2088

Santa Fe,

New Mexico

LELAND S. SEDBERRY. JR.

(1930-1985)

1989

Petroleum Engineer

87504-2088

David R. Catanach, Petroleum Engineer
0il Conservation Division
State of New Mexico

SANTA Fe. NEw MEexico 87501-9318
TeL. (5051 983-2020
Fax {505) 988-8996

Las Cruces OFFICE
505 SoutH MAIN
LoreTTO TOowNE CENTRE
Suite 103
PosT Orrice Box 578
Las Cruces. New Mexico 88004-0578

TeL. (505) 526-6655

Fax (505} 526-6656

Energy and Minerals Department = <;

Post Office Box 2088 ’

Santa Fe, New Mexico 87504-2088

Re: - Case 9830, Appl;catlon of Strata
Production Cgmpany for an Unortho-

\kdox Logation and a Horizontal Well

Gentlemen:

This will confirm my telephone conversation with
Mr. Stogner regarding the rescheduling of Case 9830,
Amended Application of Strata Production for an Unorthodox
Location and Horizontal Well,

1989. -Thank you for your assistance in this matter.
Very truly yours,
Jr. .
SHC : meh

cc: Dan M. Leonard
John C. Byers
George L. Scott, Jr.
James G. McClelland

for Wednesday, DBécember 13,



Horrmae -
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AFVgEHKJDIW
RECEIVED StoN
,8 UNITZD STATES DEPARTMENT OF THE INTERIOR
SNOU30 g
9 BUREAU OF LAND HANAGEMENT
{arlsbtad Resource Area Headquarters
P. O, BOX 1778
Carlsbad, New Hexico 88220
3162 (067)

NOV 2 8 1989

'V/,/,- / % ‘ \‘.
Memorandum 7 leézé?

5
To: District Hanager (98%) 7759:§7C:7

7rom: Area Manager (067) \\\\\‘§

Subject: Request for Suspension of Lease Terz for ¥-30386(A)

We hereby racommend that lesse oumber NM-308856(A), which encompasaes the SEl/4
of Sec, 7, the S1/2 of Sec. 8, the NW1/4KW1/4 of Sec. 17, and the El/I of Sec,
18, all fn T26S, R25E; KMPM, have its primary lease tera suspended. The
effective date of the suspension should be Noveamber 1, 1989, and the
suspension should run for ninety (90) days irom this date or until spudding
occurs, whichever occurs first, This lease ias to expire at aidnight ou
Hoveaber 30, 1989,

We received 2 letter from Dan M. [aocsard, President of Lecaard Resources
Investnent Corporation on Novembaer 17, 1989 requesting said suspension of
lease term, Strata Production Coupany is planning to drill a wildcat gas well
in the Bone Spring formation utilizing horizomtal drilling techniques in the
SW1/4SE1l/4 of Sec. 18, T263, R25E; HMPM, Hr. Leomard 1s basing his request om
Strata’s need for a formal hearing as required by the WMOCD before the
Division will approve the use of horizontal drilling techniques., The earliest
availanle HMOCD docket 1s MNoveaber 29, 1989,

Please note that on Jaanuary 31, 199%0, or when the well 12 spudded, whichever
oceurs first, the lease suspension shall expire, and the lease will revert
pack to its primary ters with thirty (30) days remaiaing in the primary ters,

Please contact us if additionsl information 1is required,

Orig. Signed by Richard L Manus

067 :SShaw:at: WANG#0027L.1
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MODRALL, SPERLING, ROEHL, HARRIS & SISK

WALTER E. STern I
PaTRICK J. ROGERS
JOHN A. DarDEN 111
DuaNe E. BRown
MARTHA G. BROWN
PAUL MAESTAS
JANET R. BRAZIEL
ROBERT PAMPELL
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HAND DELIVERED

Law OFFICES

A PROFESSIONAL ASSOCIATION
119 EAST MARCY
Suite 200
Post OFFICE Box 9318
SANTA FE. NEw Mexico 87501-9318
TeL. (505) 983-2020

Mr. William J. LeMay, Chmn. and Director
0il Conservation Division

ALBUQUERQUE OFFICE
500 FourTH STREET N.W.

SUNWEST BulLping. SuiTe 000

Post OFFICE Box 21G8

(‘fjﬁ ALauQUERQUE, NEw Mexico 87103-2168
* - 2OFec. 508) 848-1800
N FAx (505&242-5352

State of New Mexico

Energy and Minerals Department

State Land Office Building

013 Santa Fe Trail

Santa Fe, New Mexico 87501

Re: Amended Application for Strata Production Company
For Authority to Drill a Horizontal Well Pilot
Project, Yeso Hills Federal #1 Well, Eddy County,
New Mexico.

Dear Mr. LeMay:

On behalf of Strata Production Company, I would
appreciate your having the enclosed Amended Application
set for hearing on the next available Examiner's Docket
now scheduled for November 29, 1989. This Amended
Application amends Strata's Application made by our
correspondence to you dated November 17, 1989.

I suggest the following for an advertisement for the
Docket and newspaper:

Amended Application of Strata Production Company

for a Horizontal Directional Drilling Well in Eddy
County, New Mexico. Applicant in the above styled
cause seeks authority to initiate a horizontal

directional drilling pilot project in the SE<¢ of



Mr. William J. LeMay, Chmn. and Director
0il Conservation Division

Section 18, T26S, R25E, N.M.P.M., Eddy County, New
Mexico forming a standard 160 acre gas spacing and
proration unit in the Bone Spring Formation, by
commencing its Yeso Hills Federal #1 Well at an
unorthodox surface location 1,780 feet FEL and 460
feet FSL of said Section 18. Applicant proposes to
drill to a true vertical depth of approximately 4,900
feet in the Bone Spring Formation. Applicant intends
to evaluate the vertical well by logging and coring
to determine whether and in what direction to drill
horizontally. If a decision 1is made to drill
horizontally, the Applicant will plug back and set
whipstock as necessary to initiate medium radius
curvature to facilitate drilling horizontally.
Horizontal drilling shall be at a direction due
North, due East or at a Northeasterly direction from
the vertical wellbore. The horizontal hole shall be
terminated at a location no closer than 660 feet to
any outside boundary of the spacing and proration
unit.

Said location is approximately 20 miles Southwest of
White City, New Mexico.

By copy of this 1letter to all parties shown on
Exhibit A to the Amended Application, we are forwarding a
copy of the Amended Application and notifying them by
Certified Mail Return Receipt Requested that they have the
right to appear at the hearing to make a statement to the
Division, to present evidence and cross examine witnesses
either in support of or in opposition to the Application.
Those parties are directed to contact the Division or the
Applicant's attorney to determine what additional rights
they may have.

Very truly yours,

Sl Gy ol

Sealy H. Cavin, Jr.

SHC :meh
Enclosure

cc: George L. Scott, Jr. (w/encl.)
Dan M. Leonard (w/encl.)
John C. Byers (w/encl.)
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LAaw OFFICES

MODRALL, SPERLING, ROEHL, HARRIS 8 SISK

A PROFESSIONAL ASSOCIATION

500 FourTH STREET NW
SuNwesT BuiLbing, Suite 1000
Post OFrrice Box 2168
ALBUQUERQUE, NEw MExico 87103-2168
TeL. (505) 848-1800
Fax (505) 242-5352
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November 7, 1989

SaNTA Fe OFrICE
119 EAsT MARCY
Suite 200
P. O. Box 9318

SANTA FE. New Mexico 87501-9318

TeL. (505) 983-2020
Fax (505) 088-8996

Las Cruces OFFICE

200 WesT Las CRUCES AVENUE

P. O. Box 578

Cruces. New Mexico 88004-0578

TeL. (505) 526-6655
Fax (505} 526-6656

Mr. William J. LeMay, Chmn. and Director . MCWWBWAH
0il Conservation Division § NDNBMN
State of New Mexico 5l 3 .
Energy and Minerals Department o (o~
State Land Office Building (e
014 Santa Fe Trail N
Santa Fe, New Mexico 87501
Re: Application of Strata Production Company
For Authority to Drill a Horizontal Well
Pilot Project, Yeso Hills Federal #1 Well
Eddy County, New Mexico
Dear Mr. LeMay:
On behalf of Strata Production Company, I would

appreciate your
hearing
scheduled for November 29,

the

available Examiner's Docket

1989.

on next

having the enclosed Application set for

now

I suggest the following for an advertisement for the
Docket and newspaper:

Application of Strata Production Company for a
Horizontal Directional Drilling Well in Eddy
County, New Mexico. Applicant in the above
styled cause seeks authority to initiate a
horizontal directional drilling pilot project in
the SE% of Section 18, T26S, R25E, N.M.P.M., Eddy
County, New Mexico forming a standard 160 acre



Mr. William J. LeMay, Chmn. and Director
0il Conservation Division

November 7, 1989

Page 2

gas spacing and proration unit in the Bone Spring
Formation, by commencing its Yeso Hills Federal
#1 Well at a surface location 1,980 feet FEL and
660 feet FSL of said Section 18. Applicant
proposes to drill to a true vertical depth of
approximately 4,900 feet in the Bone Spring
Formation. Applicant intends to evaluate the
vertical well by logging and coring to determine
whether and in what direction to drill hori-
zontally. If a decision 1is made to drill
horizontally, the Applicant will plug back and
set whipstock as necessary to initiate medium
radius curvature to facilitate drilling hori-
zontally. Horizontal drilling shall be at a
direction due North, due East or at a North-
easterly direction from the vertical wellbore.
No part of the horizontal hole shall be closer
than 660 feet to any outside boundary of the
spacing and proration unit.

Said 1location is approximately 20 miles Southwest of
White City, New Mexico.

By copy of this 1letter to all parties shown on
Exhibit A to the Application, we are forwarding a copy of
the Application and notifying them by Certified Mail
Return Receipt Requested that they have the right to
appear at the hearing to make a statement to the Division,
to present evidence and cross examine witnesses either in
support of or in opposition to the Application. Those
parties are directed to contact the Division or the
Applicant's attorney to determine what additional rights
they may have.

Very truly yours,

Sealy é. Cavin, Jr.

SHC : meh
Enclosure

cc: George L. Scott, Jr.
Dan M. Leonard
John C. Byers



STATE OF NEW MEXICO
DEPARTMENT OF ENERGY AND MINERALS
OIL CONSERVATION DIVISION

"i::fl(’;ﬂyﬂ}
IN THE MATTER OF THE NOoy

. { I
APPLICATION OF STRATA PRODUCTION COMPANY o
FOR A HORIZONTAL DIRECTIONAL DRILLING R g
PILOT PROJECT , Wision
EDDY COUNTY, NEW MEXICO CasE No.: 9§ 3

APPLICATION

COMES NOW Strata Production Company, by and through
its attorneys, Modrall, Sperling, Roehl, Harris & Sisk,
P.A., and applies to the New Mexico 0il Conservation
Division to initiate a horizontal directional drilling
pilot project in the SE% of Section 18, T26S, R25E,
N.M.P.M., Eddy County, New Mexico forming a standard 160
acre gas spacing and proration unit in the Bone Spring
Formation, by commencing its Yeso Hills Federal #1 Well at
a surface location 1,980 feet FEL and 660 feet FSL of said
Section 18. Applicant proposes to drill to a true
vertical depth of approximately 4,900 feet in the Bone
Spring Formation. Applicant intends to evaluate the
vertical well by logging and coring to determine whether
and in what direction to drill horizontally. If a
decision is made to drill horizontally, the Applicant will
plug back and set whip stock as necessary to initiate
medium radius curvature to facilitate drilling hori-

zontally of approximately 1,200 feet. Horizontal drilling



shall be at a direction due North, due East or at a
Northeasterly direction from the vertical wellbore. No
part of the horizontal hole shall be closer than 660 feet
to any outside boundary of the spacing and proration
unit. Said 1location is approximately 20 miles Southwest
of White City, New Mexico. In support hereof Applicant
will show:

1. Applicant ©proposes to drill its Yeso Hills
Federal #1 Well at a surface location 1,980 feet FEL and
660 feet FSL of Section 18, T26S, R25E, N.M.P.M., to a
total true vertical depth of approximately 4,900 feet in
the Bone Spring Formation.

2. Applicant proposes to evaluate the vertical well
by logging and coring to determine in what direction to
drill horizontally.

3. If a decision is made by Applicant to drill
horizontally, Applicant will plug back and set whipstock
as necessary to initiate medium radius curvature to
facilitate the drilling of a horizontal hole.

4, Applicant proposes that the horizontal drilling
shall be at a direction due North, due East or at a
Northeasterly direction from the vertical wellbore.

5. No part of the horizontal hole shall be closer
than 660 feet to any outside boundary of the spacing and

proration unit.



6. The spacing unit for the Yeso Hills Federal #1
Well is the SE% of said Section 18.

7. Applicant has the right to drill the Yeso Hills
Federal #1 Well by wvirtue of farmouts from A-H 1980
Program, Inc. and Bonneville Fuels Corporation covering
various lands including the SE% of Section 18.

8. Notice 1is being provided to the Offset Operators
listed on Exhibit A hereto.

9. The proposed horizontal section of the wellbore
will be located in the Bone Spring Formation.

10. Applicant seeks approval of this Application in
order to determine if this type of wellbore and completion
in the Bone Spring Formation will result in the recovery
of substantially greater amounts of hydrocarbons from the
Bone Spring Formation than would normally be recovered by
a conventional well completion thereby improving ultimate
recovery and preventing waste.

WHEREFORE, after notice and hearing, the Applicant
requests that this Application be granted.

Respectfully Submitted:
MODRALL, SPERLING, ROEHL,

HARRIS & SISK, P.A.

By:

Attorneys for Applicant
500 Fourth Street, N.W.
Suite 1000

P.O. Box 2168
Albugquerque, NM 87103

066 1w



EXHIBIT A TO STRATA PRODUCTION
COMPANY APPLICATION TO DRILL A
HORIZONTAL WELL.

EXHIBIT A

OFFSET OPERATORS

1. AH - 1980 Program, Inc.
1201 Louisiana, Suite 700
Houston, Texas 77002-5681
Attention: Henry Hansen, Senior Landman

2. Bonneville Fuels Corporation
1600 Broadway, Suite 1110
Denver, Colorado 80202
Attention: L.D. Lillo, Senior Landman

3. El Paso Natural Gas Company
c/o Meridian Oil Inc.
21 Desta Drive
Midland, Texas 79705
Attention: Mario R. Moreno, Jr., Senior Landman

0661w
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STATE OF NEW MEXICO N\
DEPARTMENT OF ENERGY AND MINERALS "
OIL CONSERVATION DIVISION e
IN THE MATTER OF THE
APPLICATION OF STRATA PRODUCTION COMPANY
FOR A HORIZONTAL DIRECTIONAL DRILLING
PILOT PROJECT o
EDDY COUNTY, NEW MEXICO CASE NO.: 32U

COMES NOW Strata Production Company, by and through
its attorneys, Modrall, Sperling, Roehl, Harris & Sisk,
P.A,, and applies to the New Mexico 0il Conservation
Division to initiate a horizontal directional drilling
pilot project in the SE< of Section 18, T26S, R25E,
N.M.P.M., Eddy County, New Mexico forming a standard 160
acre gas spacing and proration unit in the Bone Spring
Formation, by commencing its Yeso Hills Federal #1 Well at
a surface location 1,780 feet FEL and 460 feet FSL of said
Section 18. Applicant proposes to drill to a true
vertical depth of approximately 4,900 feet in the Bone
Spring Formation. Applicant intends to evaluate the
vertical well by logging and coring to determine whether
and in what direction to drill horizontally. If a
decision is made to drill horizontally, the Applicant will
plug back and set whipstock as necessary to initiate
medium radius curvature to facilitate drilling hori-
zontally of approximately 1,200 feet. Horizontal drilling
shall be at a direction due North, due East or at a
Northeasterly direction from the vertical wellbore. No

part of the horizontal hole shall be closer than 660 feet




to any outside boundary of the spacing and proration
unit. Said 1location is approximately 20 miles Southwest
of White City, New Mexico. In support hereof Applicant
will show:

1. Applicant proposes to drill its Yeso Hills
Federal #1 Well at a surface location 1,780 feet FEL and
460 feet FSL of Section 18, T26S, R25E, N.M.P.M., to a
total true vertical depth of approximately 4,300 feet in
the Bone Spring Formation.

2. Applicant proposes to evaluate the vertical well
by logging and coring to determine in what direction to
drill horizontally.

3. If a decision is made by Applicant to drill
horizontally, Applicant will plug back and set whipstock
as necessary to initiate medium radius curvature to
facilitate the drilling of a horizontal hole.

4. Applicant proposes that the horizontal drilling
shall be at a direction due North, due East or at a
Northeasterly direction from the vertical wellbore.

5. No part of the horizontal hole shall be closer
than 600 feet to any outside boundary of the spacing and
proration unit.

6. The spacing unit for the Yeso Hills Federal #1
Well is the SEc¢ of said Section 18.

7. Applicant has the right to drill the Yeso Hills
Federal #1 Well by virtue of farmouts from A-H 1980

-2-



Program, Inc. and Bonneville Fuels Corporation covering
various lands including the SE< of Section 18.

8. Notice is being provided to the Offset Operators
listed on Exhibit A hereto.

9. The proposed horizontal section of the wellbore
will be located in the Bone Spring Formation.

10. Applicant seeks approval of this Amended Appli-
cation in order to determine if this type of wellbore and
completion in the Bone Spring Formation will result in the
recovery of substantially greater amounts of hydrocarbons
from the Bone Spring Formation than would normally be
recovered by a conventional well completion thereby
improving ultimate recovery and preventing waste.

11. Applicant seeks approval of 1its proposed un-
orthodox surface location.

WHEREFORE, after notice and hearing, the Appli-
cant requests that this Application be granted.
Respectfully submitted,

MODRALL, SPERLING, ROEHL,
HARRIS & SISK, P.A.

By: Vi“ ‘ \

Seal . Cavin, JP.
Attorneys for Applicant
500 Fourth Street, N.W.
Suite 1000

P.0. Box 2168
Albuquerque, NM 87103

0841w



EXHIBIT A TO STRATA PRODUCTION
COMPANY AMENDED APPLICATION TO
DRILL A HORIZONTAL WELL.

EXHIBIT A

OFFSET OPERATORS

1. AH - 1980 Program, Inc.
1201 Louisiana, Suite 700
Houston, Texas 77002-5681
Attention: Henry Hansen, Senior Landman

2. Bonneville Fuels Corporation
1600 Broadway, Suite 1110
Denver, Colorado 80202
Attention: L.D. Lillo, Senior Landman

3. El Paso Natural Gas Company
c/0 Meridian 0il Inc.
21 Desta Drive
Midland, Texas 79705
Attention: Mario R. Moreno, Jr., Senior Landman

0841w



