KELLAHIN & KELLAHIN

Attorney at Law

. P.O. Box 2265
W. Thomas Kellahin Santa Fe, New Mexico 87504
New Mexico Board of Legal 117 North Guadalupe
Specialization Recognized Specialist Santa Fe. New Mexico 87501
in the area of Natural resources- '
oil and gas law
April 7, 2003
HAND DELIVERED
AND VIA FACSIMILE

Mr. David R. Catanach

David Brooks, Esq.

Oil Conservation Division

1220 South Saint Francis Drive
Santa Fe, New Mexico 87505

Re:  Devon’s Motion to Dismiss
NMOCD Case 13045
Application of EGL Resources, Inc.
For Compulsory Pooling
Lea County, New Mexico

Dear Gentlemen:

Telephone 505-982-4285
Facsimile 505-982-2047
kellahin@earthlink.com

RECEIVED
APR 7 2003

Oil Conservation Division

On behalf of Devon Energy Production Company, L.P., please find enclosed our motion
to dismiss the referenced application. I would appreciate you consideration of this motion prior

to the hearing set for April 10, 2003.

Very truly yours,

W/Arhomas Kellahin

CC: J Scott Hall, Esq.
Attorney for EGL Resources, Inc.
Devon Energy Production Company, L.P.
Attn: Richardson Winchester



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

IN THE MATTER OF THE APPLICATION
OF EGL RESOURCES, INC.

FOR COMPULSORY POOLING,

LEA COUNTY, NEW MEXICO.

CASE NO. 13049

DEVON ENERGY PRODUCTION COMPANY, L.P.’S
MOTION TO DISMISS
APPLICATION OF
EGL RESOURCES, INC.

DEVON ENERGY PRODUCTION COMPANY, L.P. ("Devon")
moves that the New Mexico Oil Conservation Division (“Division™) dismiss
the compulsory pooling application of EGL Resources, Inc. (“EGL”)

because its application seeks to pooling acreage in violation of Division
Rule 104, and in support states:

1. EGL, in Case 13049, seeks to pooling all of Section 4, T23S, R34E to
form a 640-acre spacing unit to be dedicated to the North Bell Lake-
Devonian Gas Pool (the “Pool”) for any Devonian production from the
Devon operated Rio Blanco “4” Federal Well No. 1 (the Well”) located
1980 feet from the North and West lines of this section.

2. The Special Rules for the Pool (Order R-6424) require 640-acre spacing

units but limits these rules to any well completed “within one mile of
thereof...”

3. The eastern most boundary of the Pool is exactly 1 mile for the western
edge of Section 4. See Exhibit “A” attached.

4. Because the well is located 1 mile from this pool boundary, it is not
“within one mile” and these special pool rules do not apply to this well.
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5. In addition, the western side of Section 4 is exactly one mile from the
eastern side of the Pool and in accordance with Division Rule 104(1)(b) the
well is classified as a “Wildcat well” because it is a distance of one mile or
more from the outer boundary of this Pool.

6. Division Rule 104 provide that if the spacing unit for the well is one

mile or more from the Pool, then the well is a wildcat and must be
dedicated to a 320-acre spacing unit.

7. In order for EGL’s application to be correct two things must happen: (a)
the Pool rules would have to have been written to say they apply “if the
well or its spacing unit is one mile or less” and (b) Rule 104(1)(b) would
have to be amended to provide “if the well’s spacing unit is more than one
mile.” To the contrary, Rule 104 says that if the spacing unit for the well is
one mile or more from the Pool, then the well is a wildcat, and the Pool’s

special rules only apply if the distance is less than 1 mile from the well to
the nearest outer boundary of the Pool.

8. In recognition of the accuracy of Devon’s position, on January 27, 2003,
the BLM approved Devon’s sundry notice to deepen the well from the

Atoka and whipstock it to the Devonian. See Sundry Notice and C-102
attached as Exhibit “B-1 and B-2”

9. The Division (OCD-Hobbs) receives a copy of Devon’s Sunday Notice
from the BLM and when the work it completed will issue the Division’s
approval. The OCD-Hobbs has advised Devon that this re-entry i1s a
“wildcat.” See transcript of telephone message from Paul Kautz to W.
Thomas Kellahin on March 27, 2003 attached as Exhibit “C”

In summary, if the well’s spacing unit is exactly 1 mile from the pool
outer boundary then it is to be dedicated to a standard 320-acre spacing
unit. Devon has done just that: Devon seeks to pool the N/2 of Section 4 to
its proposed deepening of the Rio Blanco “4” Federal Well No. 1 (Case

13048) The Pool’s special rules do not apply unless the distance is less than
1 mile.
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Wherefore, Devon moves that the Division grant this motion to
dismiss case 13049.

/_oas Kellahin

CERTIFICATE OF SERVICE

[, W. Thomas Kellahin, certify that a true and correct copy of this
pleading was fransited on April 7, 2003 by facsimile to J. Scott Hall, Esq.,
attorney for EGL Resources and Robert Landreth.

omas Kellahin
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Telephone Message
March 27, 2003
To W. Thomas Kellahin

Tom, this is Paul Kautz at the Oil Conservation Division is Hobbs. Area
code 505-393-6161, extension 104. I just talk to Richard as Devon on your
questions and went ahead and told Richard that I concurred that it would be
a wildcat based upon the definition I use. And I basically go from the
wellbore to the pool boundary and if that is more than a mile that would be
a wildcat. And also, I told him that based upon my memories of the geology

of the area, I concur that it would be wildcat anyway. If you have any
questions give me a call.. ..




STATEMENT OF THE CASE
APPLICANT:

Devon Energy Production Company, L P. seeks a compulsory pooling order pooling all
mineral interest from the base of the Devonian formation underlying N/2 of Section 4, T23S,
R34E, Lea County, New Mexico for be dedicated to its Rio Blanco “4” Federal Well No. 1 to be

reentered and deepen to the base of the Devonian formation at a standard well location in Unit F
of this section.

PROPOSED EVIDENCE
APPLICANT IN CASE 13048
WITNESSES EST. TIME EST. EXHIBITS
Richard Winchester (land) @ 30 min. @ 20-30
Steve Hulke (geology) @ 45 Min. @ 3
Jim Hager (geology) @ 45 Min. @ 3
Bill Greenlees (PE) @ 30 min @ 10
PROCEDURAL MATTERS

(1) Consolidation of OCD Case 13048 and 13049

(2) Devon’s motion to dismiss EGL Resources’ Case 13049

W. ThOmas Kellahin

PND. Box 2265

Santa Fe, New Mexico 87504
Phone 505-982-4285

Fax  505-982-2047

E-mail: tkellahin@aol. com

NMOCD Case 13048
Devon Energy Production Company L. P.’s Pre-Hearing Statement
Page 2



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

APR 7 2003
IN THE MATTER OF THE HEARING CALLED

BY THE OIL CONSERVATION DIVISON

0Oil Conservation Division
FOR THE PURPOSE OF CONSIDERING:
APPLICATION OF DEVON ENERGY CASE NO. 13048
PRODUCUTION COMPANY, L. P. FOR
COMPULSORY POOLING

LEA COUNTY, NEW MEXICO

PRE-HEARING STATEMENT

Devon Energy Production Company, L.P. submits this pre-hearing statement as required
by the New Mexico Oil Conservation Division.

APPEARENCES OF THE PARTIES

APPLICANT ATTORNEY

Devon Energy Production Company, L.P. Thomas Kellahin, Esq.

20 North Broadway P. 0. Box 2265

Oklahoma City, OK 73102 Santa Fe, New Mexico 87504
Attn: Richard Winchester 505-9824285

405-228-4415

OPPONENT ATTORNEY
EGL Resources, Inc. J. Scott Hall, Esq.
Robert Landreth P. O. Box 1986

Santa Fe, New Mexico 87504
505-989-9614

NMOCD Case 13048
Devon Energy Production Company L. P.’s Pre-Hearing Statement
Page 1



STATE OF NEW MEXICO - o
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOERCYE
~ OIL CONSERVATION DIVISION - |

IN THE MATTER OF THE APPLICATION OF . I Conseryas:

EGL RESOURCES, INC. : S "vation Divisjop,
FOR COMPULOSRY POOLING | .

LEA COUNTY, NEW MEXICO : . S CASE NO. 13049

- IN THE MATTER OF THE APPLICATION OF

DEVON ENERGY PRODUCTION COMPANY, L.P.

FOR COMPULOSRY POOLING _ , ’ S .
LEA COUNTY,NEW MEXICO , o CASENO. 13048 - -

RESPONSE TO
DEVON ENERGY PRODUCTION COMPANY L., P.’S
MOTION TO DISN[ISS
" . and : ‘
SUPPLEIV[ENT TO THE EGL RESOURCES/LANDRETH
MOTION TO DISMISS
EGL Resources, Inc. and Robett Landreth hereby respond to the Motion to
Dismiss ﬁled- on’ behalf of Devon Energy Pfoduetion' Company, L.P., and further

supplement their oWn Motion To Dismiss filed ih Case No. 13048 this same date.

Devon s Motion To Dismiss bnngs little to the dispute over the applicability of
the North Bell Lake-Devonian Gas Pool Special Pool Rules to the Section 5 lands that are
the subject of the competmg‘_compulsory poohng‘apphcatlon‘s in Case Nos. 13048 and'
13049. |

First, the Division is in no way bound by the ministerial approval by the Bureau

of Land Management of a Sundry Notice form completed by Devon’s staff that

ihcorrectly identifies the proposed well as a “wildcat”. It is the Division, and not the-



BLM, that 1dent1ﬁes pools adopts and apphes SpeC1al Pool Rules and estabhshes ﬁeld- _
wide rules for well locatlons and acreage dedlcatmn requuements
~ Second, the mterpretatlon by the D1v151on S Hobbs D1str1ct office staff of the Rule

104 is mcorrect In Exhibit Cto Devon S Motlon to DlstSS Mr Kautz mdlcates N

basically go from the wellbore to the pool, boundary and if that is more than'a mile'that ‘.
would be a wildcat.” This interpretation is direetly at odds with the express lang'uage‘_ofl "
Rule 104A(1)(b)" which directs that vsuch determinations a?e to be made by measuring'
from the bound_ariesv of fhe spacing umt There is nothing in the rule which sayé you are to
fneaénre_“from the wellbore”.

Finally, the Division should act in 2 manner eonsistent with its prior
interpretations and applications of its rnles. Accotdingiy,. the Di\}ision should regard a
previous compulsory pooling order affecting the same .Ia_nds as determinative of the
~ dispute here. |

On April 30, 1991, the Division entered v(‘)rderb No. R-9493 in Case No. 102762
pooling the ‘unjoined 'interests in the Devonjan formation (and other formations)
underlymg Section 4, T-23-S, R-34- E Although the well proposed in that case was not
drllled Order No. R-9439 pooled:

“All of Section 4 to form a 639.52-acre gas spacing and proration unit for the
Undesignated North Bell Lake-Devonian Gas pool which is spaced on 640 acres.”

A copy of the relevant excerpts from Order No. R-9493 is attached hereto as

Exhibit 1.

! [A] wildcat well is any well to be drilled the spacing unit of which is a distance of one mile or more

from...
? Application of Pacific Enterprises Oil Company (USA) for Compulsory Pooling, Lea County, New

Mexico




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

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING

CASE NO. 10267
Order No. R-9493

APPLICATION OF PACIFIC ENTERPRISES
' OIL COMPANY (USA) FOR COMPULSORY
POOLING, LEA COUNTY, NEW MEXICO.

ORDER OF THE DIVISION
BY THE DIVISION | |

This cause came on for heamng at 8: 15 a.m. on April 18, 1991 at
Santa Fe, New Mexico, before Examiner Jim Morrow.

NOW, on this _30th  day of April, 1991, the Division Director,'
‘having considered the testimony, the record and the "ecommendatzons of the
Examiner, and bemg fully adwsed in the premlses,

FINDS THAT:

(1) Due public notice having been given as requ1red by law, the
Division has Jurlsd.lctlon of this cause and the subject matter thereof.

) (2) The apphcant, Pac:flc Ent_erpnses 0il Company (USA) , seeks an

order pooling all mineral interests from the surface to the base of the
‘Devonian formation underlying the following described acreage in Section 4,
Township 23 South, Range 34 East, NMPM, Lea County, New Mexico, in the
followmg manner:

All of Section 4 to form a 639. 52—acre gas spacmg and proration unit
for the Undesignated North Bell Lake-Devonian Gas Pool which is "
spaced on 640 acres;

Lots 3 and 4, S/2 NW/4 and SW/4 (W/2 equivalent) to form a 320.16-
acre gas spacing and proration unit for any and all formations and/or
pools developed on 320-acre spacing within said vertical extent which
includes, but is not necessarily limited to the Undesignated North
Antelope Ridge-Wolfcamp Gas Pool, Undesignated Antelope Ridge-
Atoka Gas Pool, Undesignated North Bell Lake-Morrow Gas and
the Unde51gnated Antelope Ridge-Morrow Gas Pool;

=




Case No. 10267
~ Order No. R-9493
~ Page 4

IT IS THEREFORE ORDERED THAT:

, (1) All mineral interests, whatever they may be, from the surface to
the base of the Devonian formation, underlying the following described
acreage in Section 4, Township 23 South, Range 34 East, NMPM, Lea
County, New Mexico, are hereby pooled in the following manner:

All of Section 4 to form a 639.52-acre gas spacing and proration unit -
for the Undesignated North Bell Lake-Devonian Gas Pool which is
spaced on 640 acres;

Lots 3 and 4, S/2 NW/4 and SW/4 (W/2 equivalent) to form a--320.16-
acre gas spacing and proration unit for any and all formations and/or
pools developed on 320-acre spacing within said vertical extent which
includes, but is not necessarily limited to the Undesignated North
Antelope Ridge-Wolfcamp Gas Pool, Undesignated Antelope Ridge-
Atoka Gas Pool, Undesignated North Bell Lake-Morrow Gas Pool and
the Undemgnated Antelope Ridge-Morrow Gas Pool; '

the SW/4 to form a standard 160-acre gas spacing and prora’uon unit
for any and all formations and/or pools developed on 160-acre spacing
within said vertical extent; and, v

the NE/4 SW!4 to ,form a standa.rd 40-acre oil spacing and proration
unit for any and all formations and/or pools developed on 40-acre
spacing within said vertical extent which presently includes but is not
necessarily limited to the Undemg‘nated Northwest Antelope Ridge-
Bone Spring Pool.

(2) Said unit(s) are to be dedicated to a well to be drilled at a .
standard location 1980 feet from the South line and 1980 feet from the West
‘line (Unit K) of said Section 4.

PROVIDED HOWEVER THAT, the operator of said unit shall commence
the drilling of said well on or before the 15th day of July, 1991, and shall
thereafter continue the drilling of said well with due diligence to a depth
sufficient to test the Devonian Formation.

PROVIDED FURTHER THAT, in the event said operator does not
commence the drilling of said well on or before the 15th day of July, 1991,
Decretory Paragraph No. (1) of this order shall be null and void and of no
effect whatsoever, unless said operator obtains a time extension from the
Division for good cause shown.
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- DONE at Santa Fe, New Mexico, on the day and year hereinabove

desigjnateg, v

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

WILLIAM J. L
Director

~dr/ J



