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December 18, 1989

State of New Mexico

0il Conservation Division
P.O. Box 2088

Santa Fe, NM 87504-2088

Attention: Victor Lyon

RE: Application for Hearing
Unorthodox location
Rule 104, Well Spacing (F) Unorthodox Locations
‘Directional Drilling
Rule 111, Directional Drilling

Gentlemen:

This letter is to serve as an official application that it is the
intent of McKay Oil Corporation (Applicant) to reenter two wells
located in Chaves County, New Mexico, for the purpose of
directional drilling in the Abo formation. The directional
drilling will be in two directions from the present wellbore for

a length of approximately 300 feet. These two wells, which are
described below:

Well Name: McKay Harvey Federal #1

Surface Location: 660 FEL & 660 FSL
Section 17-9S-25E
Chaves County, NM

Deviation Points 960 FEL & 660 FSL
660 FSL & 960 FEL

Well Name: L. L. & E. Federal #3

Surface Location: 660 FNL & 1485 FWL
Section 12-6S-22E
Chaves County, NM

Deviation Points 660 FNL & 1184 FWL
729 FNL & 1776 FWL
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0il Conservation Division
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This Application was verbally given to the OCD and a hearing has
been scheduled in Santa Fe at the 0il Conservation Division
Conference Room on January 10, 1990 at 8:30 A.M. before an OCD
Examiner. A number and style of this case has not been assigned
and McKay 0il Corporation requests that one be assigned at your
earliest convenience.

As required under Rule "N" of the Rules and Regulations of the
State of New Mexico, Energy and Minerals Department, 0il
Conservation Division, notice must be given to offset operators.
Yates Petroleum Corporation is the only offset operator to both
of the wells and a notice of hearing has been mailed on this
date, a copy of which is attached hereto. A copy of the return
receipt will be forwarded to you upon receipt.

Thank you for your cooperation and assistance.

Very truly yours,

D@AY OIL CORPORATION
) Lo Sﬁ‘/

James L. S¢hultz
V.P. Land & Legal

JLS/ml
certified mail
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December 18, 1989

Yates Petroleum Corporation
207 S. Fourth Street
Artesia, New Mexico 88210

Attention: Randy Patterson

RE: Notice of Hearing
Unorthodox location
Rule 104, Well Spacing (F) Unorthodox Locations
Directional Drilling
Rule 111, Directional Drilling

Dear Randy:

This letter is to serve as official notice that it is the

intent of McKay Oil Corporation (Applicant) to reenter two wells
located in Chaves County, New Mexico, for the purpose of
directional drilling in the Abo formation. The directional
drilling will be in two directions from the present wellbore for
a length of approximately 300 feet. These two wells, which are
described below, are offsets to Yates Petroleum Corporation
leases:

Well Name: McKay Harvey Federal #1

Surface Location: 660 FEL & 660 FSL
Section 17-9S-25E
Chaves County, NM

Deviation Points 960 FEL & 660 FSL
660 FPSL & 960 FEL

Well Name: L. L. & E. Federal #3

Surface Location: 660 FNL & 1485 FWL
Section 12-6S-22E
Chaves County, NM

Deviation Points 660 FNL & 1184 FWL
729 FNL & 1776 FWL
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Yates Petroleum
December 18, 1989

As required under Rule "N" of the Rules and Regulations of the
State of New Mexico, Energy and Minerals Department, 0il
Conservation Division, notice must be given to offset operators.
Therefore, please be advised that the hearing is to be held in
Santa Fe at the 0il Conversation Division Conference Room on
January 10, 1990 at 8:30 A.M. before an OCD Examiner. A number
and style of this case will be assigned at a later date and will
be forwarded to you upon receipt.

Since the directional drilling will not be any closer to the
outside Section line than is allowed under normal OCD rules and
regulations, it is requested that Yates Petroleum Corporation
consent to the directional drilling and waive its rights to
appearance in said hearing. Should this meet with your approval,
please sign in the space provided below and return to the above
address.

Thank you for your cooperation and assistance.

Very truly yours,

MCKAY OIL CORPORATION
it 5(4”«#

ames L. Schultz
V.P. Land & Legal

JLS/ml
certified mail

AGREED to this day
of December, 1989.

YATES PETROLEUM CORPORATION

BY:




ENENGY ano MINENALS DEPARTMENT

OIL CONSERVATION DIVIS' "N
. O, NDOX 2088
SANTA FE, NEW MEXICO 87501

All distences muel he from the outer heundsries of the Section,

Form C-102

STATE OF NEW MEXICO
Reviged 10-1-78

g erator Leose well No,

McKay 0il Corp. McKay Harvey Federal 1(Re-Entry)
Unit Lelter Section Township Nonqge County

1k . 17 9 Soulh 25 Last Chaves

Actuol F'osloqe Location of Wellp

660 teet from the South line ond 660 * feol lrom the Fast line
Sround Level Clev, froducing Formalion Pool Dedicaled Acreoqet

3574 Abo Pecos Slope Abo 160 Actes

1. Outline the acrenge dedicated to the mubject well by colored pencil or hachure marks on the plat below.

2. Il more than one lcnse is dedicated to the well, outline each and identify the ownership thercof (both as to warking

interest and royalty).
A

. If more than one lensc of differcnt ownership in dedicated to the well, have the interests of all owners been consoli-

dnted by communitization, unitization, force-pooling. ete?

(O] Yes [J No

Il answer is “‘no)’ list the owners and tract descriptions which have actunlly been consolidated. (Use reverse side of
this form il necessary.)
"No allowable 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.

If answer is “‘yes!’ type of consolidation
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21L CONSERVATION DIVISIC ™! : -

STATE OF NEW MEXICO P. 0. NOX 2088 form €-102
ENENGY ano MINENALS DEPARTMENT SANTA FE, NEW MEXICO 87501 ' Revised 10-1-78
AN dlotancos must he fram the outer houndaries of the Section, '
Foperator Lease oll
McKay 0il Corp. . L.L. & E. Federal (Re—i'ntty)
"Iunit Letter Secllon Township Nonqe County : .
G . 12 6 SouLh 22 Past Chaves :
Actual Fodtoge Location of Wellt .
1485 teet from the West line ond 660 * feot from the North B line
Sround Level Clev, Producing Formation Pool ’ Dedicated Acreoqet
4177 Abo . West Pecos Slope Abo 160 P

1. Outline the acrenge dedicated to the rubject well by colored pencil or hachure marks on the plat below,

2. Il more thon one lcase is dedicated to the well, outline ench and identily the ownership thercol (both as to working

interest and roynlty).

.. '
3. If more than one lensc of different ownership is dedicated to the well, have the interests of all owners been consoli-
dnted by communitization, unitization, force-pooling. ete?

(] Yes [] No If answer is “‘yes}’ type of consolidation

‘ Il answer is “'no!’ list the owners and tract descriptions which have actually been consolidated. (Use reverse side of
! this form il necessary.)
"No allowable 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.|"
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Rov L. McKay. PRESIDENT MAILING ADDRESS: P.O. Box 2014

—agyT-
i AOY L. McKAY
I o s

iy
December 20, 1989

State of New Mexico

0il Conservation Division

P.0O. Box 2088

Santa Fe, New Mexico 87504-2088

Gentlemen:

STREET ADDRESS: ONE McKAY PLACE RoswELL, N.M. 88201 « FAXx NO. 505/624

Enclosed please find a copy of the return receipt regarding the letter sent

to you on December 18, 1989.

Please make this an attachment.

If you have any questions, feel free to call.

Very truly yours,
McKAY OIL CORPORATION

L{\LQ&L(L ?%fzgti

James L. Schult#z
V.P. Land § Legal

JLS/ml

Enclosure.
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Roy L. McKaY. PRESIDENT MAILING ADDREsSS;: P.O. Box 2014 R&QEC‘Nwaam’z) -BT% PHONE 505/623-4735

STREET ADDRESS: ONE MCKAY PLACE ROSWELL. N.M. 88201 AX NO. 505/624-2202

December 12, 1989

(hge: 985/
State of New Mexico
0il Conservation Division

P.O. Box 2088
Santa Fe, New Mexico 87504-2088

Attention: Victor T. Lyon

RE: Directional Drilling

Gentlemen:

This letter is to request an administrative decision as to
certain rules and regulations with regards to permission to
reenter producing wells and directional drill within an orthodox

location. Tt is the intent of McKay 0il Corporation to reenter
the two wells as set forth below:

(1) Well Name: McKay-Harvey Fed. #1
Surface Location: 660 FSL & 660 FEL i ,
Sec. 17-9S-25E e gk
Chaves County, NM St e
Deviation Points: 960 FSL & 660 FEL

660 FSL & 960 FEL

(2) Well Name: L. L. & E. Fed. #3
Surface Location: 1485 FWL & 660 FNL L e
Sec. 12-6S-22E ot

Chaves County, NM oL

Deviation Points: 729 FNL & 1776 FWL
660 FNL & 1184 FWL

The reason for the requested deviation of drilling is for the
purpose of enhancement of gas recovery by means of creating
controlled communication of natural fractures as opposed to
uncontrolled communication by traditional frac technology. New
Mexico 0Oil Conservation Division Rule 111 seems to be unclear as

LEASES . PRODUCTION . INVESTMENTS
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Oil Conservation Division
December 12, 1989

to notification to offset operators with regards to the deviation
for this reason. Paragraph (g) merely states that "Permission to
deviate a well in any manner or for any other reason not provided
for in these rules will be granted only after notice and
hearing." It appears that since the two wells were originally
drilled on orthodox locations and the deviation points desired
will be at orthodox locations, that no notification is necessary
to offset operators.

Therefore, McKay Oil Corporation does hereby request an
administrative clarification as to this matter. Your immediate
attention to this matter would be greatly appreciated.

Very truly yours,

MCKAY OIL CORPORATION

A Ln jéaéj

ames L. SfZhultz
V.P. Land & Legal

JLS/ml



