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/N MEMORANDUM

Y OCCIDENTAL OIL AND GAS
REGULATORY AFFAIRS AREA November 19, 1996
TECHNICAL SERVICES TEAM
MIDLAND, TEXAS
TO: Donna Williams (Burlington) FAX NO: 688-6007

George Sharpe (Merrion) FAX NO: 505-326-5900
Wade Howard (Texaco) FAX NO: 688-4831
Mike Stogner (NMOCD) FAX NO: 505-827-8177
FROM: Rick Foppiano RE 7/
SUBJECT: Draft of Cover Lefter to Stogner Regarding Qur Work Product

For your review, please find attached a cover letter to communicate our proposed revisions
to Rule 111 to the OCD. | plan to mail both the cover letter and the Rule 111 revisions to
Mike, copy to the cc list, this Friday. Please give me any feedback or comments before then.

REF:ref
attachment
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FULE T HORK GROUP

Richard E. Foppiano, Facilitator

DRAFT M, Teras 75710.0230
November 19, 1996

Michael E. Stogner, Chief Hearing Officer
New Mexico Oil Conservation Division
2040 South Pacheco Street

Santa Fe, New Mexico 87505

Dear Mr. Stogner:

Please find enclosed a proposed revision of Rule | | dealing with deviated, directional and
horizontal wellbores. This is the finished product of the Rule |11 Work Group that you
commissioned on Septermnber 30, 1996, whose participants included:

> Donna Williams, for Burfington Resources in Midland, TX:

> George Sharpe, Manager of Oil & Gas Investments for Merrion Oil & Gas Cerp in
Farmington, NM;

> Wade Howard, Engineer’s Assistant for Texaco in Midland, TX; and
» Rick Foppiano, Regulatory Affairs Advisor for OXY in Midland, TX.

The proposed changes attempt to streamline the regulatory process for most directional and
horizontal wells. Qur shared vision was that any directional/horizontal well with a bottomhole
location that was not encroaching on the outer boundary of the applicable unit should be
approved through the District Office via the drilling permit process. Wells with bottomhole
locations that do encroach on the outer boundaries should be handled as unorthodox wells
according to the process outlined in Rule 104, The group felt strongly that the surface location
of a directional or horizontal well was really immaterial for spacing purposes, since NSL's
(non-standard locations) are now poal-specific. About the only directionalhorizontal situation
that would require a formal application, notice and opportunity for hearing would be when an
operator proposes to combine proration units that are located on different leases. Some
additional improvements were made to the deviation rules to clarify the requirements for
wells with excessive deviation.

To validate our proposed rewrite, our Work Group examined the applications that had been
filed under current Rule | | |, There were nineteen applications filed by nine different
operators in the Southeast, and ten applications filed by four operators in the Northwest. Our
condiusion was that a vast majority of these forrmal applications would be unnecessary if the
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proposed changes were adopted. We also reviewed the OCD and BLM forms and concluded that
no modifications were needed.

Al in all, the Work Group feels that significant benefits will result from these proposed changes, and
they include:

»

reduced workioad on operators and NMOCD staff through elimination of the formal
application process for wells that aren't encroaching on their offsets; and

better understanding and more consistency in the regulatory process associated with
orthodox and unorthodox directional/horizontal wells.

Therefore, we respectfully request that this proposal be considered for rulemaking as soon as
possible. Let me say that you picked a fine bunch of people to work on this prokect, and it has been a
pleasure to be assodated with them. Thanks for the opportunity!

Sincerely,

DRAFT

Richard E. Foppiano
Fadlitator

REF/ref

Enclosure

ceC:

lerry Sexton, Supervisor
NMOCO District |

P. Q. Box 1980

Hobbs, New Mexico 88240

Tim Gum, Supervisor
NMOCD District

P. O. Drawer DD

Artesia, New Mexico 88210

Frank Chavez, Supervisor
NMOCD District lif

1000 Ric Brazos Road
Aztec, New Mexico 87410

Bill Lemay, Director
NMOCD

2040 South Pacheco Streset
Santa Fe, New Menxaco 87505

Rule | 11 Work Group (w/o enclosure)
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. MEMORANDUM
ﬂ\X} OCCIDENTAL OIL AND GAS
REGULATORY AFFAIRS AREA November 18, 1996
TECHNICAL SERVICES TEAM

MIDLAND, TEXAS

TO: Donna Williams (Burlington) FAX NO: 688-6007

George Sharpe (Merrion) FAX NO: 505-326-5800
Wade Howard (Texaco) FAX NO: 688-4831
Mike Stogner (NMOCD) FAX NO: 505-827-8177
FROM: Rick Foppiano /Qf,?»
SUBJECT: Eourth (And Almost-Final) Draft of Proposed Changes to Rule 111

Please find attached the fourth draft, based on our meeting yesterday. Same format as
before, the first version is the old rule with the proposed additions and deletions. The
second version (called the clean one) is a version with all of the struck out language
removed,

If you have any final comments, please get them to me before the end of
the week, November 22, 1996.

REF:ref
attachments
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CADATAWPDOCUME-LR!L1_4.WP6
Draft No._4_
Date: 11-18-96

(Note => [This-indicates-proposed-detetions] This indicates proposed additions.)

RULE 111-Deviation Tests/Deviated Wells and Directional Wells:
A Definitions: The following definitions shall apply to this Rule:

(1) Deviated Well - means any wellbore which is intentionally deviated from vertical but not with
an intentional azimuth. Any deviated well is subject to Rule 111-B and C.

(2) Directional Well - means a wellbore which is intentionally deviated from vertical with an
intentional azimuth. Any directional well is subject to Rule 111-D.

(3) Vertical Well - means a well that does not have an intentional departure or course deviation
from the vertical.

(4) Drilling Unit - means the surface acreage assigned to a vertical wellbore in accordance with
NMOCD Rule 104. Included in this definition is a “unit of proration for oil or gas” as defined by
the Division and all non-standard such units previously approved by the Division.

(5) Wellbore - means the interior surface of a cased or open hole through which drilling,
production, or injection operations are conducted.

(6) Project Well - means any well drilled, completed, produced or injected into as either a
deviated well or as a directional well.

(7) Project Area - g designated area consisting of multiple [means-one-or-more} drilling units
[which-are-to-be-dedicated-to-the-project-well].

(8) Producing Area - means all points that lie along a rectangular or square window formed
by plomng the measured dlstance from the North, South, East and West boundanes of a

prQ] ect area, msnde of Wthh a vertlcal wellbore can be dnlled and produced in

conformity with the setback requirements from the outer boundary of a standard spacing and
proration unit for the applicable pool(s).

(9) Penetration Point - means the point where the wellbore penetrates the top of the pool from
which it is intended to produce.

(10) Azimuth - means the deviation in the horizontal plane of a2 wellbore expressed in terms of
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compass degrees.

(11) Kick-off Point - means the point at which the wellbore is intentionally deviated from vertical.

(12) Terminus - means the farthest point attained along the wellbore.

(13) Producing Interval - means that portion of the wellbore drilied inside the vertical limits of a
pool, between its penctration point and its terminus [and-withirthe-prodicing-area].

(14) Lateral - means any portion of a wellbore past the point where the wellbore has been
intentionally departed from the vertical.

B. Deviation Tests:

Any yertical or deviated well which is drilled or deepened shall be tested at reasonably frequent
intervals to determine the deviation from the vertical. Such tests shall be made at least once each
500 feet or at the first bit change succeeding S00 feet. A tabulation of all deviation tests run,
sworn to and notarized, shall be filed with Form C-104, Request for Allowable and Authorization
to Transport Oil and Natural Gas. When the deviation averages more than five degrees in any

500-foot interval, the operator shall mclude the calculattons of the maxxmum possxblc honzomal
dlsplacement of the hole When the ma g

[and} the Dmsnon Dlrector 5ha.11 [may] requue that a dnrecuonal survey be run to
estabhsh the locatlon of 1he producmg mterval(s) Lﬁme_l:esu;s_qﬁhg_d;_mal_sgmmg
| ha -

Upon request from the Division Director, any vertical or deviated well [whicirwas deviated-inan
n!dﬂemeﬂmcﬂmrml-ﬂmea}] shall be dlrectlonally suweyed IhQ.Sunma&QLQf

)
o
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C Deviated Wellbores:

(1) The Supervisor of the appropriate Division District may approve the written request of
an operator to drill a deviated wellbore or to deviate an existing wellbore to:

(a) straighten a crooked hole by deviating towards the vertical;

(b) side track junk in the hole by deviating in an indeterminate direction (no intentional
azimuth);

(c)side track an existing wellbore by deviating in an indeterminate direction (no intentional
azimuth) for the purpose of recompleting into an existing producing formation or plugging
the originally completed formation and recompleting into a different formation.

(2) The Supervisor of the appropriate Division District may require any request for a deviated
well to be submitted for administrative approval by the Division Director.

(3) Applications for administrative approval for a deviated well shall:

(3) b filed in duplicate and shall he acenmpanied hy plats showing [hath] the surfare
location of the subject well, its spacing unit and all adjoining spacing units;

(b) state the reason(s) for deviating the subject well; and

(c)shall include a statement or plat showing the names and addresses of all operators of
spacing units, or working interest owners of undrilled spacing units offsetting the unit in
which the project is located and attesting that applicant, on or before the same date the
application was submitted to the Division, has sent notification to all those parties by
submitting a copy of the application to them by certified mail return receipt requested and
advising them that if they have an objection, it must be filed in writing within twenty (20)
days of the date notice was sent.

[ - ‘ . =

(47The bottomhoteocatiomof any-deviated weil shatt be-at-an-orthodoxs eiHocatiororan
."F":"h I lamE“F”l tousty a.pp;n ;d pursuant :O iml:lli Ila_urd S :' ]t: ) ll E 59
feet-from-the-approved-subsurface-tocatton:]

(4) [€59] The Division Director may approve the application for a deviated well upon receipt of
waivers from all offset operators or owners of undrilled tracts or if no offset operator or owner

has entered an objection to the project within 20 days after the application was received by the
Director.

@004
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D. Directional Wellbores:

firectiomat-weli . herr

(1) a statement addressing the reason(s) for directionally drilling the subject well;
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(2) a plat indicating the section, township and range in which the well is to be
drilled, the project area, the proposed surface location and producing interval , the
producing area for the project well or wells, any existing wells in the applicable
pool(s) in the proposed project area, all offsetting drilling units in the applicable
pool(s) and their associated operator, and any wells in those units;

(3) a vertically oriented plan view (cross-sectional view) for the subject well of
wells, including the true vertical depth of the top and bottom of the subject pool,
degree of angle to be built in the project wellbore(s), the true vertical and the
measured depth of the estimated kickoff point, the estimated penetration point and
the lateral length;

(4) a honzontal plan vxew for the subject well ug}is and mg_pmngsg_dm

] mcludmg
the estimated azimuth and maximum length of the lateral(s) to be drilled,

(5) a type log section on which is identified the top and bottom of the subject pool,
and,

(6) a statement or plat showing the names and addresses of all operators of spacing
units, or working interest owners of undrilled spacing units offsetting the unit in
the applicable pool(s) in which the project is located and attesting that applicant,
on or before the same date the application was submitted to the Division, has sent
notification to all those parties by submitting a copy of the application to them by
certified mail return receipt requested and advising them that if they have an

objection, it must be filed in writing within twenty (20) days of the date notice was
sent.

(d)[637] The maximum allowable assigned to the project area when dealing with prorated
pools shall be based upon of the number of standard proration units (or approved

non-standard proratton and spacmg umts) thm_e_dmmm_ammms_edm
ing .
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E [F]. Additional Matters:

(1) The Division Director, at the request of an offset operator, may require any operator to make

@007_
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a directional survey of any well. The directional survey and all associated costs shall be at the
expense of the requesting party and shall be secured in advance by a $5,000 indemnity bond
posted with and approved by the Division. The requesting party may designate the well survey
company and the survey may be witnessed by the Division and the operator.

(2) The Division Director, may, at his discretion, set any application for administrative approval
for public hearing.

(3) Permission to deviate or directionally drill any wellbore for any reason or in any manner not
provided for in this rule shall be granted only after notice and gpportynity for hearing.

e
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CLEAN VERSION

RULE 111-Deviation Tests/Deviated Wells and Directional Wells:
A Definitions: The following definitions shall apply to this Rule:

(1) Deviated Well - means any wellbore which is intentionally deviated from vertical but not with
an intentional azimuth. Any deviated well is subject to Rule 111-B and C.

(2) Directional Well - means a wellbore which is intentionally deviated from vertical with an
intentional azimuth. Any directional well is subject to Rule 111-D.

(3) Vertical Well - means a well that does not have an intentional departure or course deviation
from the vertical.

(4) Drilling Unit - means the surface acreage assigned to a vertical wellbore in accordance with
NMOCD Rule 104. Included in this definition is a “unit of proration for oil or gas” as defined by
the Division and all non-standard such units previously approved by the Division.

(5) Wellbore - means the interior surface of a cased or open hole through which drilling,
production, or injection operations are conducted.

(6) Project Well - means any well drilled, completed, produced or injected into as either a
deviated well or as a directional well.

(7) Project Area - a designated area consisting of multiple drilling units.

(8) Producing Area - means all points that lie along a rectangular or square window formed

by plotting the measured distance from the North, South, East and West boundaries of a
drilling unit, approved Enhanced Qil Recovery (EOR) project or, in the case of multiple drilling
units, the project area, inside of which a vertical wellbore can be drilled and produced in

conformity with the setback requirements from the outer boundary of a standard spacing and
proration unit for the applicable pool(s).

(9) Penetration Point - means the point where the wellbore penetrates the top of the pool from
which it is intended to produce.

(10) Azimuth - means the deviation in the horizontal plane of a wellbore expressed in terms of
compass degrees.

(11) Kick-off Point - means the point at which the wellbore is intentionally deviated from vertical.

(12) Terminus - means the farthest point attained along the wellbore.
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(13) Producing Interval - means that portion of the wellbore drilled inside the vertical limits of a
pool, between its penetration point and its terminus.

(14) Lateral - means any portion of a wellbore past the point where the wellbore has been
intentionally departed from the vertical.

(15) Unorthodox - means any producing interval outside of the producing area of a drilling unit,
approved project area or approved EOR project.

B. Deviation Tests:

Any vertical or deviated well which is drilled or deepened shall be tested at reasonably frequent
intervals to determine the deviation from the vertical. Such tests shall be made at least once each
500 feet or at the first bit change succeeding 500 feet. A tabulation of all deviation tests run,
sworn to and notanzed, shall be filed with Form C-104, Request for Allowable and Authorization
to Transport Oil and Natural Gas. When the deviation averages more than five degrees in any
500-foot interval, the operator shall include the calculations of the maximum possible horizontal
displacement of the hole. When the maximum possible horizontal displacement exceeds the
distance to the nearest boundary line of the drilling unit, EOR project or project area, whichever is
applicable, the Division Director shall require that a directional survey be run to establish the
location of the producing interval(s). If the results of the directional survey indicate that the
producing interval is less than 85% of the minimum setback requirements from the outer boundary
of the applicable unit or, in the case of an approved unorthodox location, less than 85% of the
approved setback requirements from the outer boundary of the applicable unit, then the well shall
be considered unorthodox. To obtain authority to produce such well, the operator shall file an
application with the Division Director, copy to the appropriate OCD District Supervisor, and shall

otherwise follow the normal process outlined in Rule 104 (F) (3) to obtain approval of the
unorthodox location.

Upon request from the Division Director, any vertical or deviated well shall he directionally
surveyed. The Supervisor of the appropriate Division District shall be notified of the approximate
time any directional surveys are to be conducted. All directional surveys run on any well in any
manner for any reason must be filed with the Division upon completion of the well. The Division
shall not assign an allowable to the well until all such directional surveys have been filed.

C. Deviated Wellbores:

(1) The Supervisor of the appropriate Division District may approve the written request of
an operator to drill a deviated wellbore or to deviate an existing wellbore to:

(a) straighten a crooked hole by deviating towards the vertical;

wiuiv
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(b) side track junk in the hole by deviating in an indeterminate direction (no intentional
azimuth),

(c)side track an existing wellbore by deviating in an indeterminate direction.(no intentiopal
azimuth) for the purpose of recompleting into an existing producing formation or plugging
the originally completed formation and recompleting into a different formation.

(2) The Supervisor of the apprcpriate Division District may require any request for a deviated
well to be submitted for administrative approval by the Division Director.

(3) Applications for administrative approval for a deviated well shall:

(a) be filed in duplicate and shall be accompanied by plats showing the surface location of
the subject well, its spacing unit and all adjoining spacing units;

(b) state the reason(s) for deviating the subject well, and

(c)shall include a statem.ent or plat showing the names and addresses of all operators of
spacing units, or working interest owners of undrilled spacing units offsetting the unit in
which the project is located and attesting that applicant, on or before the same date the
application was submitted to the Division, has sent notification to all those parties by
submitting a copy of the application to them by certified mail return receipt requested and

advising them that if they have an objection, it must be filed in writing within twenty (20)
days of the date notice was sent.

(4) The Division Director may approve the application for a deviated well upon receipt of waivers
from all offset operators or owaers of undrilled tracts or if no offset operator or owner has

entered an objection to the prosect within 20 days after the application was received by the
Director.

D. Directional Wellbores:

(1) Directional Drilling Within a Drilling Unit or an EOR Project. A permit to directionally drill a
wellbore may be granted by the Supervisor of the appropriate Division District if the producing

interval is entirely within the rroducing area or at an unorthodox location previously approved by
the Division.

(2) Directional Drilling in a Project Area:
(a) Ifthe project area onsists of a single lease or a portion thereof, a permit to

directionally drill within the project area may be granted by the Supervisor of the
appropriate Division District if the producing interval is entirely within the producing area

10

ULl
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or at an unorthodox location previously approved by the Division.

(b) If the project atea consists of multiple leases, administrative approval of the project
area must be obtained by filing an application with the Division Director, copy to the
appropriate OCD District Supervisor, and include:

(1) a statement nddressing the reason(s) for dirootionally drilling the cubject well,

(2) a plat indicating the section, township and range in which the well is to be
drilled, the project area, the proposed surface location and producing interval , the
producing area for the project well or wells, any existing wells in the applicable
pool(s) in the proposed project area, all offsetting drilling units in the applicable
pool(s) and their associated operator, and any wells in those units;

(3) a vertically oriented plan view (cross-sectional view) for the subject well or
wells, including the true vertical depth of the top and bottom of the subject pool,
degree of angle to be built in the project wellbore(s), the true vertical and the

measured depth of the estimated kickoff point, the estimated penetration point and
the lateral length; :

(4) a horizontal plan view for the subject well or wells and the proposed project
area and associated drilling units, the producing area and producing interval,
including the estimated azimuth and maximum length of the lateral(s) to be drilled;

(5) a type log section on which is identified the top and bottom of the subject pool,
and,

(6) a statement or plat showing the names and addresses of all operators of spacing
units, or working interest owners of undrilled spacing units offsetting the unit in
the applicable pool(s) in which the project is located and attesting that applicant,
on or before the same date the application was submitted to the Division, has sent
notification to all those parties by submitting a copy of the application to them by
certified mail return receipt requested and advising them that if they have an

objection, it must be filed in writing within twenty (20) days of the date notice was
sent,

(7) A copy of the operating agreement, communitization agreement or othor
agreement covering the leases in the project area.

(c)The Division Director may approve the application for a project area with multiple

leases upon receipt of waivers from the parties entitled to notice or if no one has entered
an objection within 20 days after the application was received by the Director.

11
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(d) The maximum allowable assigned to the project area when dealing with prorated bools
shall be based upon of the number of standard proration units (or approved non-standard
proration and spacing units) that are developed or traversed by the producing interval of

the directional wellbore or wellbores, plus any standard proration units that are developed
by vertical wellbores within the project area.

(3) Unorthodox Locations. If the proposed producing interval of any ducitivial wellbure is
unorthodox, the applicant shall file a written application in duplicate with the Division Director,
sapy & the appropiiare 00D Dislucl Supervisur, and sliall vilier wise Lllow Lhie noal provess
outlined in Rule 104 (F) (3) to obtain approval of the unorthodox location.

(4) Directional Surveys Required. A directional survey shall be required on each well drilled under
the provisions of this section. The Supervisor of the appropriate Division District shall be notified
of the approximate time all directional surveys are to be conducted. All directional surveys run on
any well in any manner for any reason must be filed with the Division upon completion of the
well. The Division shall not assign an allowable to the well until all such directional surveys have
been filed. If the directional survey indicates that any part of the producing interval is outside of
the producing area, or, in the case of an approved unorthodox location, less than the approved
setback requirements from the outer boundary of the applicable unit, then the operator shall file an
application with the Division Director, copy to the appropriate OCD District Supervisor, and shall
otherwise follow the normal process outlined in Rule 104 (F) (3) to obtain approval of the
unorthodox location.

E. Additional Matters:

(1) The Division Director, at the request of an offset operator, may require any operator to make
a directional survey of any well. The directional survey and all associated costs shall be at the
expense of the requesting party and shall be secured in advance by a $5,000 indemnity bond
posted with and approved by the Division. The requesting party may designate the well survey
company and the survey may be witnessed by the Division and the operator.

(2) The Division Director, may, at his discretion, set any application for administrative approval
for public hearing.

(3) Permission to deviate or directionally drill any wellbore for any reason or in any manner not
provided for in this rule shall be granted only after notice and opportunity for hcaring.

12
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o’ X‘Y MEMORANDUM
\/ OCCIDENTAL OIL AND GAS
REGULATORY AFFAIRS AREA November 8, 1996
TECHNICAL SERVICES TEAM

MIDLAND, TEXAS

TO:

Donna Williams (Burlington) FAX NO: 688-6007
George Sharpe (Merrion) FAX NO: 505-326-5900
Wade Howard (Texaco) FAX NO: 688-4831
Mike Stogner (NMOCD) FAX NO: 505-827-8177

FROM: Rick Foppiano Q&/—k’

SUBJECT: ird (And i-Fipal) Draft of Pr ed nges to Rule 111

Please find attached the third draft, based on our meeting yesterday. Same format as
before, the first version is the old rule with the proposed additions and deletions. The
second version (called the clean one) is a version with all of the struck out language
removed. Some comments on changes in this third draft;

1. After much discussion, the team decided to require submittal of a copy of a
working interest owner agreement covering the multiple leases in a project area. The
problem here was how to protect royalty owners in this quasi-unit situation, but not
structure a requirement that was impractical (such as 100% approval of working
interest owners and/or royalty owners). Recognizing that working interest owners are
contractually bound to protect their royalty owner or owners by virtue of the lease, the
team decided that the NMOCD should focus only on working interest owner
agreement. Such agreement can be obtained in a myriad of ways, through operating
agreements, unit agreements, equity agreements, and so on. So making the
applicant submit a copy of whatever agreernent he feels constitutes sufficient working
interest owner approval should be workabile. If he elected to do something that gets
him in trouble with his royaity owners, then he is liable. Hence, the language in
subsection (2)(b) of part D was changed.

2. The team considered the suggestion of a 15% allowance on deviated and
directional welibores, and based on feedback from Mike and George it was deemed
to have unanimous approval. Language was drafted and inserted into subsection (5)
of part D. The proposed rule still requires any bottomhole location that is pfanned
to be unorthodox to be approved through the Rule 104 process. After the well is
drilled, however, the 15% tolerance comes into play, to allow for some inaccuracy in

wuul
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Rick Foppiano
November 8, 1996
Page 2

hitting a target.

3. The team then reviewed George’s suggested rewrite of part D dealing with the
process of getting NMOCD approval for planned directional wells. They did not
agree with George that the rule needed to spell out in mare detail what information
needed to be submitted on directional wells. Donna and Wade had reviewed the
forms since the last meeting and concluded that all necessary information, with the
possible exception of the cross-section view, would be contained within the APD
package. The cross-section was not deemed to be necessary in most directional
drilling situations. Other states don't require such information either, so there seem
to be no compelling reasons for adding to our burden. Consequently, George’s
proposed rewrite of part D was not approved. (George: | am not sure we adequately
discussed your suggestions regarding multiple wells in a project area. Look this
latest draft over and see how it fits.)

4. We reviewed other cleanup and fine tuning suggestions, we adopted some and
rejected others.

Donna, Wade and | scheduled a conference call for November 18, 1996 at 2:00 PM. If
Mike and George would like to join in, we would love to have the participation, Since it
might be the last review of the draft changes prior to the hearing process, it could be
important. Between now and then the three of us will review the cases that Mike sent us
(thanks, Mike!) and test them against the latest draft to see if we get the “right” answer.
We also plan to run these proposed changes through our drilling and operations people
one more time. At this point, it laoks like we will have a final draft to give to Mike the week
of November 18. | will draft a letter from all of us to Mike (or Bill Lemay, if you prefer)
requested that the proposed changes be docketed for hearing as soon as possible. | would
also like to convey complete support for the suggested changes from the four industry
representatives, so let me know if this latest draft has any language that prevents any
company from taking that position publicly. We can discuss next steps in the conference
call, but | am just trying to keep everyone thinking ahead,

REF:ref
attachments
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Draft No._3
Date: 11-7-96
(Note => [Thismdicates-proposcd-delctions] This indicates proposed additions,)

RULE 111-Deviation Tests/Deviated Wells and Directional Wells:
A Definitions: The following definitions shall apply to this Rule:

(1) Deviated Well - means any wellbore which is intentionally deviated from vertical but not with
an intentional azimuth. Any deviated well is subject to Rule 111-B and C.

(2) Directional Well - means a wellbore which is intentionally deviated from vertical with an
intentional azimuth. Any directional well is subject to Rule 111-D.

(3) Vertical Well - means a well that does not have an intentional departure or course deviation
from the vertical.

(4) Drilling Unit - means the surface acreage assigned to a vertical wellbore in accordance with
NMOCD Rule 104. Included in this definition is a “unit of proration for oil or gas” as defined by
the Division and all non-standard such units previously approved by the Division.

(5) Wellbore - means the interior surface of a cased or open hole through which drilling,
production, or injection operations are conducted.

(6) Project Well - means any well drilled, completed, produced or injected into as either a
deviated well or as a directional well.

(7) Project Area - a designated area consisting of muitiple {means-one-or-more} drilling units
[whichareto-be-dedicated-to-theprojectwelt].

(8) Producing Area - means all points that lie along a rectangular or square window formed
by plottmg the measured distance from the North South, East and Wcst boundanes of a

nmmm_tub_e pro;ect area, inside of whxch a vemcal we\lbore can be dnlled and produced
in conformity with the setback requirements from the outer boundary of a standard spacing and
proration unit for the applicable pool(s).

(9) Penetration Point - means the point where the wellbore penetrates the top of the pool from
which it 1s intended to produce.

(10) Azimuth - means the deviation in the honzontal plane of a wellbore expressed in terms of



11/08/96 FRI 14:48 FAX 915 685 5742 TECH SERVICES TEAM do04

compass degrees.

(11) Kick-off Point - means the point at which the wellbore is intentionally deviated from vertical.

(12) Terminus - means the farthest point attained along the wellbore.

(13) Bottomhole Location [Producing-intervat} - means that portion of the wellbore drilled inside
the vertical limits of a pool, between its penetration point and its terminus [and-within-the
producmpg-area],

(14) Lateral - means any portion of a wellbore past the point where the wellbore has been
intentionally departed from the vertical,

B. Deviation Tests:

Any vettical or deviated well which is drilled or deepened shall be tested at reasonably frequent
intervals to determine the deviation from the vertical. Such tests shall be made at least once each
500 feet or at the first bit change succeeding 500 feet. A tabulation of all deviation tests run,
sworn to and notarized, shall be filed with Form C-104, Request for Allowable and Authorization
to Transport Oil and Natural Gas, When the deviation averages more than five degrees in any
500-foot interval, the operator shall include the calculations of the maximum possible horizontal

dlsplacement of the holeMwmmmmmmﬂmﬂm
) i he drilli - AL x ,

MLLQ. [md] the Dmsnon Dlrector shall [may] require that a directional survey be run to
establish the bottomhgle location [hcatmrmﬁhe?rodmng-mtemifs)] Once the directional

survey is yun, the well becomes subject to the same pr h ly to all

Upon request from the Division Director, any vertical or deviated well [which-was-deviatedmran
mdctermimte-direction-ortoward-the-vertieat] shall be directionally surveyed.

C. Deviated Wellbores:

(1) The Supervisor of the appropriate Division District may approve the written request of
an operator to drill a deviated wellbore or to deviate an existing wellbore to:

(a) straighten a crooked hole by deviating towards the vertical;
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(b) side track junk in the hole by deviating in an indeterminate direction (no intentional
azimuthy),

(c)side track an existing wellbore by deviating in an indeterminate direction (no intentional

azimuth) for the purpose of recompleting into an existing producing formation or plugging
the originally completed formation and recompleting into a different formation.

(2) The Supervisor of the appropriate Division District may require any request for a deviated
well to be submitted for administrative approval by the Division Director.

(3) Applications for administrative approval for a deviated well shall:

(a) be filed in duplicate and shall be accompanied by plats showing [both] the surface
location of the subject well, its spacing unit and all adjoining spacing units;

(b) state the reason(s) for deviating the subject well; and

(c)shall include a statement or plat showing the names and addresses of all operators of
spacing units, or working interest owners of undrilled spacing units offsetting the unit in
which the project is located and attesting that applicant, on or before the same date the
application was submitted to the Division, has sent notification to all those parties by
subritting a copy of the application to them by certified mail return receipt requested and

advising them that if they have an objection, it must be filed in writing within twenty (20)
days of the date notice was sent.

[ . , ' .

¢4) Thebe :"d. ciocation of any devisted-welt sttt be at-an-orthodox :Hla_ atromroran

99 : I:i :F.l 1 :.Eh "Hl : prrsant-to [:ll l.j : !: ) lx 5
feet-fronrthe-approved-subsurface tocation:)

(4) [¢59]The Division Director may approve the application for a deviated well upon receipt of

waivers from all offset operators or owners of undnlled tracts or if no offset operator or owner

has entered an objection to the project within 20 days after the application was received by the
Director.

D. Directional Wellbores:

(1) Fhe B'I.”""'.'E”i"w“'i shaittrave "‘: “Amc"t’ itirout Totice and-hearing to-admmistratively

EI" the surface focation of ﬂ'?” oposedrar °’|°.’t]“'glp.‘|°3. eet °“E‘f ”l‘d““ tt.":“lm. “"dl ’";s of
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(1) a statement addressing the reason(s) for directionally drilling the subject well:

(2) a plat indicating the section, township and range in which the well is to be
drilled, the project area, the proposed surface and bottomhole location, the
producing area for the project well or wells, any existing wells in the applicable
pool(s) in the proposed project area, all offsetting drilling units in the applicable
pool(s) and their associatéd operator, and any wells in those units;

(3) a vertically oriented plan view (cross-sectional view) for the subject well
including the true vertical depth of the top and bottom of the subject pool, degree
of angle to be built in the project wellbore(s), the true vertical and the measured
depth of the estimated kickoff point, the estimated penetration point and the lateral
length;

(4a honzontal plan wew for the subject well and th_pmp.asgd_nmma_e_a_and
rillin mh 1 [tts-spacing

umt-showing thedrilingunit-and-drithing-producing-window], including the
estimated azimuth and maximum length of the lateral(s) to be drilled;

(5) a type log section on which is identified the top and bottom of the subject pool;
and,

(6) a statement or plat showing the names and addresses of all operators of spacing
units, or working interest owners of undrilled spacing units offsetting the unit in
the applicable pool(s) in which the project is located and attesting that applicant,
on or before the same date the application was submitted to the Division, has sent
notification to all those parties by submitting a copy of the application to them by
certified mail return receipt requested and advising them that if they have an

objection, it must be filed in writing within twenty (20) days of the date notice was
sent,

7 h rating agr nitization agr nt or other
m vering th i roj r

(c)[£37] The maximum allowable assigned to the project area when dealing with prorated
pools shall be based upon of the number of standard proration units (or approved

non-standard proration and spacing units) mam_gmmngmhglgmm
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E [F]. Additional Matters:
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(1) The Division Director, at the request of an offset Operator, may require any operator to make
a directional survey of any well. The directional survey and all associated costs shall be at the
expense of the requesting party and shall be secured in advance by a $5,000 indemnity bond
posted with and approved by the Division, The requesting party may designate the well survey
company and the survey may be witnessed by the Division and the operator.

(2) The Division Director, may, at his discretion, set any application for administrative approval
for public hearing.

(3) Pernussion to deviate or directionally drill any wellbore for any reason or in any manner not
provided for in this rule shall be granted only after notice and opportunity for hearing.
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CLEAN VERSION:

RULE 111-Deviation Tests/Deviated Wells and Directional Wells:

A Definitions: The following definitions shall apply to this Rule:

(1) Deviated Well - means any welfbore which is intentionally deviated from vertical but not with
an intentional azimuth. Any deviated well is subject to Rule 111-B and C.

(2) Directional Well - means a wellbore which is intentionally deviated from vertical with an
intentional azimuth. Any directional well is subject to Rule 111-D.

(3) Vertical Well - means a well that does not have an intentional departure or course deviation
from the vertical.

(4) Drilling Unit - means the surface acreage assigned to a vertical wellbore in accordance with
NMOCD Rule 104. Included in this definition is a “unit of proration for oil or gas” as defined by
the Division and all non-standard such units previously approved by the Division.

(5) Wellbore - means the interior surface of a cased or open hole through which drilling,
production, or injection operations are conducted.

(6) Project Well - means any well drilled, completed, produced or injected into as either a
deviated well or as a directional well

(7) Project Area - a designated area consisting of myltiple drilling units.

(8) Producing Area - means all points that lic along a rectangular or square window formed
by plottmg the measured dlstance ﬁ'om the Noﬂh, South East and West boundanes of a

nr_qmjr_mg;s_mg prOJect area. inside of whxch a vemcal wellbore can be dnl]ed and produced
in conformity with the setback requirements from the outer boundary of a standard spacing and
proration unit for the applicable pool(s).

(9) Penetration Point - means the point where the wellbore penetrates the top of the pool from
which 1t is intended to produce.

(10) Azimuth - means the deviation in the horizontal plane of a wellbore expressed in terms of
compass degrees. -

(11) Kick-off Point - means the point at which the wellbore is intentionally deviated from vertical.

@o1o
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(12) Terminus ~ means the farthest point attained along the wellbore.

(13) Bottomhole Location - means that portion of the wellbore drilled inside the vertical limits of
a pool, between its penetration point and its terminus.

(14) Lateral - means any portion of a wellbore past the point where the wellbore has been
intentionally departed from the vertical.

B. Dewviation Tests:

Any vertical or devijated well which is drilled or deepened shall be tested at reasonably frequent
intervals to determine the deviation from the vertical. Such tests shall be made at least once each
500 feet or at the first bit change succeeding SO0 feet. A tabulation of all deviation tests run,
sworn to and notarized, shall be filed with Form C-104, Request for Allowable and Authorization
to Transport Oil and Natural Gas. When the deviation averages more than five degrees in any
500-foot interval, the operator shall include the calculations of the maximum possible horizontal
dnplacement of the hde&hsnthmmpsz&sihlﬂmdmmﬁlﬁi&ﬂummm

app_@m_c, the Dms:on D1rector shall requxre that a duecnonal survey be run to estabhsh the
hmm_.als.lp_cax_on QMMMMMMM&&MMM

visi f nal w I
Upon request from the Division Director, any vertical or deviated well shall be directionally
surveyed.

C. Deviated Wellbores:

(1) The Supervisor of the appropriate Division District may approve the written request of
an operator to drill a deviated wellbore or to deviate an existing wellbore to:

(a) straighten a crooked hole by deviating towards the vertical;

(b) side track junk in the hole by deviating in an indeterminate direction (no intentional
azimuth);

(c)side track an existing wellbore by deviating in an indeterminate direction (no intentional
azimuth) for the purpose of recompleting into an existing producing formation or plugging
the originally completed formation and recompleting into a different formation.
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(2) The Supervisor of the appropriate Division District may require any request for a deviated
well 10 be submitted for administrative approval by the Division Director.

(3) Applications for administrative approval for a deviated well shall-

(a) be filed in duplicate and shall be accompanied by plats showing the surface location of
the subject well, its spacing unit and all adjoining spacing units;

(b) state the reason(s) for deviating the subject well: and

(c)shall include a statement or plat showing the names and addresses of all operators of
spacing units, or working interest owners of undrilled spacing units offsetting the unit in
which the project is located and attesting that applicant, on or before the same date the
application was submitted to the Division, has sent notification to all those parties by
submitting a copy of the application to them by certified mail return receipt requested and

advising them that if they have an objection, it must be filed in writing within twenty (20)
days of the date notice was sent.

(4) The Division Director may approve the application for a deviated well upon receipt of waivers
from all offset operators or owners of undrilled tracts or if no offset operator or owner has

entered an objection to the project within 20 days after the application was received by the
Director.

D. Directional Wellbores:

ion ill within th i m ran h rvisor of th

(1) if the bottomhole locatiopn is withi T in 1

10
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(1) a statement addressing the reason(s) for directionally drilling the subject well;

(2) a plat indicating the section, township and range in which the well is to be
drilled, the project area, the proposed surface and bottomhole location, the
producing area for the project well or wells, any existing wells in the applicable
pool(s) in the proposed project area, all offsetting drilling units in the applicable
pool(s) and their associated operator, and any wells in those units;

(3) a vertically oriented plan view (cross-sectional view) for the subject well
including the true vertical depth of the top and bottom of the subject pool, degree
of angle to be built in the project wellbore(s), the true vertical and the measured

depth of the estimated kickoff point, the estimated penetration point and the lateral
length;

(4) a honzontal Plan Vlew for the sub]ect we!l and mgpjpmﬂpmmd
ion, including the

estlmated aznmuth and maximum length of the lateral(s) to be drllle

(5) a type log section on which is identified the top and bottom of the subject pool;
and,

(6) a statement or plat showing the names and addresses of all operators of spacing
units, or working interest owners of undrilled spacing units offsetting the unit in
the applicable pool(s) in which the project is located and attesting that applicant,
on or before the same date the application was submitted to the Division, has sent
notification to all those parties by submitting a copy of the application to them by
certified mail return receipt requested and advising them that if they have an
objection, it must be filed in writing within twenty (20) days of the date notice was
sent,

(<) The maximum allowable assigned to the project area when dealing with prorated pools
shall be based upon of the number of standard proration units (or approved non-standard
proration and spacing units) that overly the bottomhole location of the directional

11
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E Additional Matters:

(1) The Division Director, at the request of an offset operator, may require any operator 1o make
a directional survey of any well, The directional survey and all associated costs shall be at the
expense of the requesting party and shall be secured in advance by a $5,000 indemnity bond
posted with and approved by the Division. The requesting party may designate the well survey
company and the survey may be witnessed by the Division and the operator.

(2) The Division Director, may, at his discretion, set any application for administrative approval
for public hearing.

(3) Permission to deviate or directionally drill any wellbore for any reason or in any manner not
provided for in this rule shall be granted only after notice and opportunity for hearing.

12
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REGULATORY AFFAIRS AREA
TECHNICAL SERVICES TEAM
MIDLAND, TEXAS
TO: Donna Williams (Burlington)

George Sharpe (Merrion)
Wade Howard (Texaco)
Mike Stogner (NMOCD)

FROM: Rick Foppiano

TECH

SERVICES TEAM

MEMORANDUM
OCCIDENTAL OIL AND GAS

November 7, 1996

FAX NO: 688-6007
FAX NO: 505-326-5900
FAX NO: 688-4831
FAX NO: 505-827-8177

SUBJECT: Substantive Changes Proposed By George

Please find attached some suggested changes that George faxed to me yesterday. Many
of his suggestions related to language cleanup, which we can discuss this afternoon. But
George has proposed a complete rewrite of subsection (D) dealing with directional
wellbores and the process of getting NMOCD approval. | am faxing this to you now, and |
will have copies available this afternoon. But | thought you might want to look it over before

we meet, so here it is!

REF:ref
attachments

doo1
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George’s Recommendations
November 7, 1996

D. Directional Wellbores:

(1) Approval of a Project Area:

¢ lease or ion ther ed EOR
nit B a single Drilling Unit, no prior a val of the project area i ired,

f ject area i f multi t unitized or cu ly within a
single drilling unit, administrative approval of the project area must be obtained by filing a

wiitten applicat licate with the Division Director, copy to t ropri

(1) a statement addressing the reason(s) for directionally drilling wells within the
project area;

(2) a plat indicating the section, township and range in which the well or wells are
to be drilled, the proposed project area, the producing area for the project well or
wells, any existing wells in the applicable pool(s) in the proposed project area, all

offsetting drilling units in the applicable pool(s) and their associated operator, and
any wells in those units;

(3) a statement and or plat showing the names and addresses of all operators of
spacing units, or working interest owners of undrilled spacing units offsetting the
unit in the applicable pool(s) in which the project is located and attesting that
applicant, on or before the same date the application was submitted to the
Division, has sent notification to all those parties by submitting a copy of the
application to them by certified mail return receipt requested and advising them
that if they have an objection, it must be filed in writing within twenty (20) days of
the date notice was sent.

4 tement th legsees or unlea ineral interes e
contained within the project area have agreed, by virtue of an operating agreement,

irectional Drilling in a Project

the ag 1 jvision District if

(1) the bottomhole location is within the producing area; or
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(2) the bottomhole location is within an unorthodox location previously approved

by the Division.
b for a directi well shall include:

(1) a vertically oriented plan view (cross-sectional view) for the subject well
including the true vertical depth of the top and bottom of the subject pool, degree
of angle to be built in the project wellbore(s), the true vertical and the measured
depth of the estimated kickoff point, the estimated penetration point and the lateral
length;

(2) a horizontal plan view for the subject well and the propo roject area and
associated drilling units, the producing area and bottomhole location, including the

estimated azimuth and maximum length of the lateral(s) to be drilled; and

(3) a type log section on which is identified the top and bottom of the subject pool.

(3) The maximum allowable assigned to the project area when dealing with prorated pools shall
be based upon of the number of standard proration units (or approved non-standard proration and

spacing units) that overly the bottomhole location of the directional wellbore.

Direc he a i CD Distric isor, and shall ot ise follo
roc ined in 0 3t ai roval of the unorthodox bottomhole location
irecti s Required ir c! ional survey sh lred n eac] rilled under
f i 1 irectiona [ conducted. All directional surveys run
any well i manpe reason must be filed with the Division ompletion of the
The Division shall not assign an allowable to the well until all such directio have
been filed.
Result. ~Drilli irectional "th 1 directional n
requi t out herein indi ht hebot mhole loc less than 85% of inimum
requi m the o ndary of the ing ar r, in the case of
northodox lo 'nlsta 859 h roved setback requiremen m th
ut t ducing ar € or shall file a writte lication in duplica
ith the Dij Director, ¢ he istrict Supervisor, and shall otherwise
follow ﬂLQ normal process outlined in Rule l 4 (F) (3) to obtain approval of the unorthodox

bottomhole location,
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- MEMORANDUM
oxXyY

OCCIDENTAL OIiL AND GAS

REGULATORY AFFAIRS AREA October 31, 1996
TECHMCAL SERVICES TEAM
MIDLAND, TEXAS

TO: Donna Williams (Burlington) FAX NO: 688-6007
George Sharpe (Merrion) FAX NO: 505-326-5900
Wade Howard (Texaco) FAX NO: 688-4831
Mike Stogner (NMOCD) - FAXNO: 505-827-8177
FROM: Rick Foppiano Q Z 4’

SUBJECT: Second Draft of Proposed Changes to Rule 111

Please find attached the second draft, based on our meeting yesterday. Same format as
before, the first package (pages 1-8) is the old rule with the proposed additions and
deletions. The second package (pages 8-12) is a version with all of the struck out language
removed. | think we are going in the right direction because the cleaner version is getting
smaller. Some comments on changes in this second draft:

1. | made some enhancements to the definitions of “producing areas” and
“unorthodox” to make them apply to EOR projects.

2. Although | think it's value is minimal, | left in the language for OCD approval of
Deviated Wellbores (Part C). | read the Texas rules, and they address the same
issues in a similar (although less wordy) fashion.

3. Based on the team’s discussion yesterday, | drafted some language to deal with
deviated wells that exceed 5 degrees/500 feet. Basically, | made it just like Texas.
When you have to run the directional survey because your maximum horizontal
displacement is greater than the distance from the nearest boundary line, you then
become a “directional” well and therefore subject to the same provisions as any cother
directional well.

4. | fine-tuned the language in part D dealing with directional wells. Please look it
over, and | hope it is simpler and still reflects our concept. 1 also talked to George
and he convinced me to take out the 50' allowance language, because an operator
should not be allowed to plan for an unorthodox location at the outset. The 50’
allowance really comes into play after you have drilled your well and run the

g 001
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€
Rick Foppiano

October 31, 1996
Page 2

directional survey, so the 50' allowance language is in D (5) “Resulits of Post-
Drilling Surveys.”

5. As regards directional drilling in situations where you have multiple leases in a
a project area, Donna has invited her landman to our next meeting to get some
expert input into this issue. George has also agreed to rethink this issue and
provide some suggestions before our next meeting.

6. Note that new language has been added to require directional surveys on all
directionally-drilled wells before an allowable can be assigned. Accordingly, Part
E of the old rule was eliminated.

7. The section that George suggested we add is contained in D (5), since it only
applies to directionally-driiled weills. Since every directional well has a producing
area associated with it, | didn't think we needed all the language George proposed.
Also, the team did not feel comfcrtable with requiring a well to be plugged back and
redrilled; the remedies should be: left to the operator since he can't get an allowable
until he gets an approved bottomhole location. For this reason, the team also didn't
see the need for George’s language in (2) of his hand-written comments. Sorry,
George; but let us know if you think we goofed here.

8. In the last sentence of the rule, 1 added in some language that allows for a
hearing but doesn’t require one. | hate absolute requirements for a hearing.

Donna, Wade and { are scheduled to meet again here in Midland at 1:30 PM on November
7, 1996. We will review this latest draft and any suggestions, and hopefully come up with

a last draft. Once again, keep those suggestions and comments coming. My fax number
is 915-685-5742.

| think we are clase guys! Still a few lose ends, but overall | feel pretty good about a mid-
November deadline. See ya next week!

REF:ref
attachments
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C\DATAWPDOCUME~I\RULEL1l _WP6

Draft No._2_
Date: 10-31-96
(Note => [Fhis-indicates proposed-detetions] This indicates proposed additions.)

RULE 111-Deviation Tests/Deviated Wells and Directional Wells:
A Definitions: The following definitions shall apply to this Rule:

(1) Deviated Well - means any wellbore which is intentionally deviated from vertical but not with
an intentiona! azimuth Any deviated well is subject to Rule 111-B and C.

(2) Directional Well - means a wellbore which is intentionally deviated from vertical with an
intentional azimuth. Any directional well is subject to Rule 111-D.

(3) Vertical Well - means a well that does not have an intentional departure or course deviation
from the vertical.

(4) Drilling Unit - means the surface acreage assigned to a vertical wellbore in accordance with
NMOCD Rule 104 Included in this definition is a “unit of proration for oil or gas™ as defined by
the Division and all non-standard such units previously approved by the Division.

(5) Wellbore - means the interior surface of a cased or open hole through which drilling,
production, or injection operations are conducted.

(6) Project Well - means any well drilled. completed, produced or injected into as either a
deviated well or as a directional well.

(7) Project Area - a designated area consisting of multiple [means-one-ormorej drilling units
[which bo-ded: ot : m

(8) Producing Area - means all points that lie along a rectangular or square window formed
by plotting the measured distance from the North. South, East and West boundaries of a

ation uni Vi C il roj in the case of multipl
proration units, the project area, inside of which a vertical wellbore can be drilled and produced
in conformity with the setback requirements from the outer boundary of a standard spacing and
proration unit for the applicable pool(s).

(9) Penetration Point - means the point where the wellbore penetrates the top of the pool from
which it is intended to produce.

(10) Azimuth - means the deviation in the horizontal plane of a wellbore expressed in terms of
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compass degrees.

(11) Kick-off Point - means the point at which the wellbore is intentionally deviated from vertical.

(12) Terminus - means the farthest point attained along the wellbore.

(13) Bottomhole Location [Producingintervat} - means that portion of the wellbore drilled inside
the vertical limits of a pool, between its penetration point and its terminus [and-withimrthe

producing-area].

(14) Lateral - means any portion of a wellbore past the point where the wellbore has been
intentionally departed from the vertical.

mhole

'‘B. Deviation Tests:

Any vertical or deviated well which is drilled or deepened shall be tested at reasonably frequent
intervals to determine the deviation from the vertical. Such tests shall be made at least once each
500 feet or at the first bit change succeeding 500 feet. A tabulation of all deviation tests run,
swom to and notarized, shall be filed with Form C-104, Request for Allowable and Authorization
to Transport Oil and Natural Gas. When the deviation averages more than five degrees in any
500-foot interval, the operator shall include the calculations of the maximum possible horizontal
displacement of the hole, When the maximum possible horizontal displacement exceeds the
distance to the nearest boundary line, [and] the Division Director shall [may] require that a
directional survey be run to establish the bottomhole location [tocationrof the-producing
mtem*(s)] Once the 511 ggugnal survey is mn, the well becomes subject to the same provisions of
i we

Upon request from the Division Director, any vertical or deviated [weltwhich-wasdeviated-inan
indeterminate-directionor-toward-the—verticat] shall be directionally surveyed

C. Deviated Wellbores:

(1) The Supervisor of the appropriate Division District may approve the written request of
an operator to drill a deviated wellbore or to deviate an existing wellbore to:

(a) straighten a crooked hole by deviating towards the vertical;

(b) side track junk in the hole by deviating in an indeterminate direction (no intentional
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azimuth);

(c)side track an existing wellbore by deviating in an indeterminate direction (no intentional
azimuth) for the purpose of recompleting into an existing producing formation or plugging
the originally completed formation and recompleting into a different formation.

(2) The Supervisor of the appropriate Division District may require any request for a deviated
well to be submitted for administrative approval by the Division Director.

(3) Applications for administrative approval for a deviated well shall:

(a) be filed in duplicate and shall be accompanied by plats showing both the surface
location of the subject well, its spacing unit and all adjoining spacing units;

(b) state the reason(s) for deviating the subject well; and

(c)shall include a statement or plat showing the names and addresses of all operators of
spacing units, or working interest owners of undrilled spacing units offsetting the unit in
which the project is located and attesting that applicant, on or before the same date the
application was submitted to the Division, has sent notification to all those parties by
submitting a copy of the application to them by certified mail return receipt requested and
advising them that if they have an objection, it must be filed in writing within twenty (20)
days of the date notice was sent.

(4) The bottomhole location of any deviated well shall be at an orthodox well location or an
unorthodox location previously approved pursuant to Rule 104 and shall be considered acceptable
if the actual subsurface location in the formation to be produced is orthodox or is no more than 50
feet from the approved subsurface location. '

(5) The Division Director may approve the application for a deviated well upon receipt of waivers

from all offset operators or owners of undrilled tracts or if no offset operator or owner has

entered an objection to the project within 20 days after the application was received by the
Director.

D. Directional Wellboreg:

t H'eE’r”m'.tﬁ"!m°"" shatf-have tl:e] au'ﬂmmj without rotice and-hearing to-admintstrativey
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(2).if the wellbore is at an unorthodox bottomhole location previously approved by
he Divisi

If roj i f multiple le ministrativ roval of roj

Di r o) i D Distri isor, and incl

(1) a statement addressing the reason(s) for directionally dniling the subject well;
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(2) a plat indicating the section, township and range in which the well is to be
drilled, the project area, the proposed surface and bottomhole location, the
producing area for the project well, any existing wells in the applicable pool(s) in
the proposed project area, all offsetting drilling units in the applicable pool(s) and
their associated operator, and any wells in those units;

(3) a vertically oriented plan view (cross-sectional view) for the subject well
including the true vertical depth of the top and bottom of the subject pool, degree
of angle to be built in the project wellbore(s), the true vertical and the measured
depth of the estimated kickoff point, the estimated penetration point and the lateral
length;

(4) a honzontal plan v1ew for the subject well and ;__g_pmp_ggg_d_p_gg_g_g_g_g_d

ation [ts—spacmg
= 1 ], including the
estimated azimuth and maximum length of the lateral(s) to be drilled;

(5) a type log section on which is identified the top and bottom of the subject pool;
and,

(6) a statement or plat showing the names and addresses of all operators of spacing
units, or working interest owners of undrilled spacing units offsetting the unit in
the applicable pool(s) in which the project is located and attesting that applicant,
on or before the same date the application was submitted to the Division, has sent
notification to all those parties by submitting a copy of the application to them by
certified mail return receipt requested and advising them that if they have an

objection, it must be filed in writing within twenty (20) days of the date notice was
sent.

7 1 mineral inter wners of ]
ntain ithin the proj Vi vi fan rati reement

()] The maximum allowable assigned to the project area when dealing with prorated
pools shall be based upon of the number of standard proration units (or approved

non-standard proration and spacing umts) l location of th

3 hodox B le Locati If the pr mbhole | infnlrctln

ropri ‘District Supervisor. and shall otherwise foll thnrml

doo07

@)
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northodox locatic Joerator shall file a written application in duplicate with th
Division Di c h i D Distri rvisor. and shall otherwise follow

Srcdavit-that-af-such-directional 1 ‘ Ghed-]

E [F]. Additional Matters:

(1) The Division Director, at the request of an offset operator, may require any operator to make
a directional survey of any well. The directional survey and all associated costs shall be at the
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expense of the requesting party and shall be secured in advance by a $5,000 indemnity bond

posted with and approved by the Division. The requesting party may designate the well survey
company and the survey may be witnessed by the Division and the operator.

(2) The Division Director, may, at his discretion, set any application for administrative approval
for public hearing.

(3) Permission to deviate or directionally drill any wellbore for any reason or in any manner not
provided for in this rule shall be granted only after notice and gpportunity for hearing.
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CLEAN VERSION:
RULE 111-Deviation Tests/Deviated Wells and Directional Wells:

A Definitions: The following definitions shall apply to this Rule:

(1) Deviated Well - means any wellbore which is intentionally deviated from vertical but not with
an intentional azimuth. Any deviated well is subject to Rule 111-B and C.

(2) Directional Well - means a wellbore which is intentionally deviated from vertical with an
intentional azimuth. Any directional well is subject to Rule 111-D.

(3) Vertical Well - means a well that does not have an intentional departure or course deviation
from the vertical.

(4) Drilling Unit - means the surface acreage assigned to a vertical wellbore in accordance with
NMOCD Rule 104. Included in this definition is a “unit of proration for oil or gas” as defined by
the Division and all non-standard such units previously approved by the Division.

(5) Wellbore - means the interior surface of a cased or open hole through which drilling,
production, or injection operations are conducted.

(6) Project Well - means any well drilled, completed, produced or injected into as either a
deviated well or as a directional well.

(7) Project Area - a designated area consisting of multiple drilling units.

(8) Producing Area - means all points that lie along a rectangular or square window formed
by plotting the measured distance from the North, South, East and West boundaries of a

ion uni r ) il Recowv r0j r.inth f multiple
proration units, the project area, inside of which a vertical wellbore can be drilled and produced
in conformity with the setback requirements from the outer boundary of a standard spacing and
proration unit for the applicable pool(s).

(9) Penetration Point - means the point where the wellbore penetrates the top of the pool from
which it is intended to produce.

(10) Azimuth - means the deviation in the horizontal plane of a wellbore expressed in terms of
compass degrees.

(11) Kick-off Point - means the point at which the wellbore is intentionally deviated from vertical.
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(12) Terminus - means the farthest point attained along the wellbore.

(13) Bottomhole Location - means that portion of the wellbore drilled inside the vertical limits of
a pool, between its penetration point and its terminus.

(14) Lateral - means any portion of a wellbore past the point where the wellhore has heen
intentionally departed from the vertical.

B. Deviation Tests:

Any vertical or deviated well which is drilled or deepened shall be tested at reasonably frequent
intervals to determine the deviation from the vertical. Such tests shall be made at least once each
500 feet or at the first bit change succeeding 500 feet. A tabulation of all deviation tests run,
sworn to and notarized, shall be filed with Form C-104, Request for Allowable and Authorization
to Transport Oil and Natural Gas. When the deviation averages more than five degrees in any
500-foot interval, the operator shall include the calculations of the maximum possible horizontal
displacement of the hole. When the maximum possible horizontal displacement exceeds the
distance to the nearest boundary line, the Division Director shall require that a directional survey

be run 10 establish the hg_ng_mhp_l_e_lo_g_g:_g_ Once the directi Qna survey is mg, the well becomes
h ion. le th I ional well

Upon request from the Division Director, any vertical or deviated shall be directionally surveyed.

C. Deviated Wellbores:

(1) The Supervisor of the appropriate Division District may approve the written request of
an operator to drill a deviated wellbore or to deviate an existing wellbore to:

(a) straighten a crooked hole by deviating towards the vertical;

(b) side track junk in the hole by deviating in an indeterminate direction (no intentional
azimuth);

(c)side track an existing wellbore by deviating in an indeterminate direction (no intentional
azimuth) for the purpose of recompleting into an existing producing formation or plugging
the originally completed formation and recompleting into a different formation.

(2) The Supervisor of the appropriate Division District may require any request for a deviated
well to be submitted for administrative approval by the Division Director.
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(3) Applications for administrative approval for a deviated well shall:

(a) be filed in duplicate and shall be accompanied by plats showing both the surface
location of the subject well, its spacing unit and all adjoining spacing units;

(b) state the reason(s) for deviating the subject well; and

(c)shall include a statement or plat showing the names and addresses of all operators of
spacing units, or working interest owners of undrilled spacing units offsetting the unit in
which the project is located and attesting that applicant, on or before the same date the
application was submitted to the Division, has sent notification to all those parties by
submitting a copy of the application to them by certified mail return receipt requested and
advising them that if they have an objection, it must be filed in writing within twenty (20)
days of the date notice was sent.

(4) The bottomhole location of any deviated well shall be at an orthodox well location or an
unorthodox location previously approved pursuant to Rule 104 and shall be considered acceptable
if the actual subsurface location in the formation to be produced is orthodox or is no more than 50
feet from the approved subsurface location.

(5) The Division Director may approve the application for a deviated well upon receipt of waivers
from all offset operators or owners of undrilled tracts or if no offset operator or owner has

entered an objection to the project within 20 days after the application was received by the
Director.

D. Directional Wellbores:

2) Directional Drilling in a Project Ar

(a) If the project area consists of 3 single lease or a portion thgggﬁ, a permit to
directionally drill 3 wellbore within the project area may be granted by the Supervisor of
the appropriate Division District:

10
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D ifth location is within the pr Ing area. or

(1) a statement addressing the reason(s) for directionally drilling the subject well;

(2) a plat indicating the section, township and range in which the well is to be
drilled, the project area, the proposed surface and bottomhole location, the
producing area for the project well, any existing wells in the applicable pool(s) in
the proposed project area, all offsetting drilling units in the applicable pool(s) and
their associated operator, and any wells in those units;

(3) a vertically oriented plan view (cross-sectional view) for the subject well
including the true vertical depth of the top and bottom of the subject pool, degree
of angle to be built in the project wellbore(s), the true vertical and the measured
depth of the estimated kickoff point, the estimated penetration point and the lateral
length;

(4) a horizontal plan view for the subject well and the proposed project area and
associated drilling units, the producing area and bottomhole location, including the
estimated azimuth and maximum length of the lateral(s) to be drilled;

(5) a type log section on which is identified the top and bottom of the subject pool;
and,

(6) a statement or plat showing the names and addresses of all operators of spacing
units, or working interest owners of undrilled spacing units offsetting the unit in
the applicable pool(s) in which the project is located and attesting that applicant,
on or before the same date the application was submitted to the Division, has sent
notification to all those parties by submitting a copy of the application to them by
certified mail return receipt requested and advising them that if they have an
objection, it must be filed in writing within twenty (20) days of the date notice was
sent,

11
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(c)The maximum allowable assigned to the project area when dealing with prorated pools
shall be based upon of the number of standard proration units (or approved non-standard
proration and spacing units) that overly the bottomhole location of the directional

hal i llowabl he well until all such directional v

been filed.
=Drilli 1 Ifth f a directional

rgqulrgmg 1 sg, Qg bg[g n in d;gggg ﬁm the bgngmhglg !Qgg_ngn Is more ;bgn 50 fggt outside of

E. Additional Matters:

(1) The Division Director, at the request of an offset operator, may require any operator to make
a directional survey of any well. The directional survey and all associated costs shall be at the
expense of the requesting party and shall be secured in advance by a $5,000 indemnity bond
posted with and approved by the Division. The requesting party may designate the well survey
company and the survey may be witnessed by the Division and the operator.

(2) The Division Director, may, at his discretion, set any application for administrative approval
for public hearing.

(3) Permission to deviate or directionally drill any wellbore for any reason or in any manner not
provided for in this rule shall be granted only after notice and opportunity for hearing.

12



*0/22/96 TUE 13:31 FAX 915 685 5742 TECH SERVICES TEAM

)

OXY

MEMORANDUM

OCCIDENTAL OIL AND GAS

REGULATORY AFFAIRS AREA October 22, 1996
TECHNICAL SERVICES TEAM
MIDLAND, TEXAS

TO:

Donna Williams (Burlington) FAX NO: 688-6007
George Sharpe (Merrion) FAX NO: 505-326-5900
Wade Howard (Texaco) FAX NO: 6884831
Mike Stogner (NMOCD) FAX NO: 505-827-#477

811
FROM:  Rick Foppiano E e

SUBJECT: First Draft of Proposed Changes to Rule 111

Please find attached my first attempt at language changes, based on our meeting yesterday.
The first package (pages 1-6) is the old rule with the proposed new language. The second
package (pages 7-12) is a version with all of the struck out language removed, The latter
is much easier to read, but we need the former as the format for our proposed changes. For
those of you that were not there, Donna, Wade and | met for about 3 hours, created process
diagrams to understand the current structure of Rule 111, and (using diagrams again)
clarified where we wanted to be. The proposed rule changes are the first attempt to get us
where we want to be. Several issues are still unresolved:

1. When to require directional surveys on deviated wells, and what the rule should
say about unintentional unorthodox locations, off-lease situations, and so on. | think
everyone agrees that there should be some leeway, and at first glance the 50’ rule
appears reasonable. However, because of time constraints, the group did not discuss
these issues in depth.

2. Multiple leases in a “Project Area.” Note that we re-defined a project area to be a
designated area consisting of multiple leases only. How do we insure that a
requisite level of agreement has been reached by the parties on the multiple leases
inside the project area? What role (if any)} should the NMOCD play in this proposed
operation? | threw some language in this section based on the downhole
commingling rules as they apply in different ownership situations.

Donna, Wade and | are scheduled to meet again here in Midland at 1:30 PM on October 30,
1996. Our plan is to review these drafts and make changes. If George or Mike have any
suggestions before then, please feel free to get them to me (by e-mail or otherwise) and we

@oo1
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Rick Foppiano
October 22, 1996
Page 2

will discuss. My fax number is 915-685-5742. If you want, we can arrange to have a
conference call that afternoon with the both of you. Otherwise, Donna, Wade and | can
make our changes and get everyone back together for another meeting. Just let me know
your thoughts.

| really enjoy working with such talented and bright people, Mike. You did good putting this
group together.

REF:ref
attachments
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C\DATAWPDOCUME~1I\RULEL]] _WP6
Draft No. _/
Date /0 - 27 -7¢C

(Amended version => [Fhis-indicates proposed-detetrons] This indicates proposed. additions.)

RULE 111-Deviation Tests/Deviated Wells and Directional Wells:
A Definitions: The following definitions shall apply to this Rule:

(1) Deviated Well - means any welibore which is intentionally deviated from vertical but not with
an intentional azimuth. Any deviated well is subject to Rule 111-B and C.

(2) Directional Well - means a wellbore which is intentionally deviated from vertical with an
intentional azimuth. Any directional well is subject to Rule 111-D.,

(3) Vertical Well - means a well that does not have an intentional departure or course deviation
from the vertical.

(4) Drilling Unit - means the surface acreage assigned to a vertical wellbore in accordance with
NMOCD Rule 104, Included in this definition is a “unit of proration for oil or gas” as defined by
the Division and all non-standard such units previously approved by the Division.

(5) Wellbore - means the interior surface of a cased or open hole through which drilling,
production, or injection operations are conducted.

(6) Project Well - means any well drilled, completed, produced or injected into as either a
deviated well or as a directional well.

(7) Project Area - a designated area consisting of multiple {means-oneormore} drilling units
[whic] be-ded: ot} . ]

(8) Producing Area - means all points that lie along a rectangular or square window formed

by plotting the measured distance from the North, South, East and West boundaries of a
proration unit (or, in the case of multiple proration units, the project area) inside of which a
vertical wellbore can be drilled and produced in conformity with the setback requirements from
the outer boundary of a standard spacing and proration unit for the applicable pool(s).

(9) Penetration Point - means the point where the wellbore penetrates the top of the poo! from
which it is intended to produce.

(10) Azimuth - means the deviation in the horizontal plane of a wellbore expressed in terms of
compass degrees.
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(11) Kick-off Point - means the point at which the wellbore is intentionally deviated from vertical.

(12) Terminus - means the farthest point attained along the wellbore.

(13) Bottomhole Location [Producing-Intervat} - means that portion of the wellbore drilled inside
the vertical limits of a pool, between its penetration point and its terminus [and-within-the

producmg-area].

(14) Lateral - means any portion of a wellbore past the point where the wellbore has been
intentionally departed from the vertical.

a of

B. Dewviation Tests:

Any yertical or deviated well which is drilled or deepened shall be tested at reasonably frequent
intervals to determine the deviation from the vertical. Such tests shall be made at least once each
500 feet or at the first bit change succeeding 500 feet. A tabulation of all deviation tests run,
sworn to and notarized, shall be filed with Form C-104, Request for Allowable and Authorization
to Transport Oil and Natural Gas. When the deviation averages more than five degrees in any
500-foot interval, the operator shall include the calculations of the maximum possible horizontal
displacement of the hole and the Division Director may require that a directional survey be run to
establish the bottomhole location [tocationof-the-producing-ntervai(s)].

(Note: the team proposed an approach similar to Texas. If the calculated

maximum horizontal displacement revealed a possibility that the bottomhole

location might be off-lease, then a directional survey should be required. If the

directional survey showed a bottomhole location {as it is defined above) off-

lease, then the operator should not he allowed to produce the well until he

steers it back to an orthodox location, or pools with the other lease. If the

bottomhole location is on the subject lease but at an unorthedox location, then

an NSL order should be required pursuant io the Rule 104 F (3) process. Some

leeway should be allowed however, and the current 50' allowance in part (C)(4)

of this rule needs to be preserved I have not yet tackled rule language.)

Upon request from the Division Director, any well which was deviated in an indeterminate
direction or toward the vertical shall be directionally surveyed.

C. Dewviated Wellbores:

(1) The Supervisor of the appropriate Division District may approve the written request of
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an operator to drill a deviated wellbore or to deviate an existing wellbore to:
(a) straighten a crooked hole by deviating towards the vertical,

(b) side track junk in the hole by deviating in an indeterminate direction (no intentional
azimuth);

(c)side track an existing wellbore by deviating in an indeterminate direction (no intentional
azimuth) for the purpose of recompleting into an existing producing formation or plugging
the originally completed formation and recompleting into 2 different formation.

(2) The Supervisor of the appropriate Division District may require any request for a deviated
well to be submitted for administrative approval by the Division Director.

(3) Applications for administrative approval for a deviated well shall;

(a) be filed in duplicate and shall be accompanied by plats showing both the surface
location of the subject well, its spacing unit and all adjoning spacing units;

(b) state the reason(s) for deviating the subject well; and

(c)shall include a statement or plat showing the names and addresses of all operators of
spacing units, or working interest owners of undrilled spacing units offsetting the unit in
which the project is located and attesting that applicant, on or before the same date the
applicatior: was submitted to the Division, has sent notification to all those parties by
submitting a copy of the application to them by certified mail return receipt requested and
advising them that if they have an objection, it must be filed in writing within twenty (20)
days of the date notice was sent.

(4) The botrombhole location of any deviated well shall be at an orthodox well location or an
unorthodox location previously approved pursuant to Rule 104 and shall be considered acceptable
if the actual subsurface location in the formation to be produced is orthodox or is no more than 50
feet from the approved subsurface location.

(5) The Division Director may approve the application for a deviated well upon receipt of waivers
from all offset operators or owners of undrilled tracts or if no offset operator or owner has

entered an objection to the project within 20 days after the application was received by the
Director.

D. Directional Wellboreg:

[
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(b) When the project area consists of multiple leases administrative approval of the
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(1) a statement addressing the reason(s) for directionally drilling the subject well;

(2) a plat indicating the section, township and range in which the well is to be
drilled, the project area, the proposed surface 3 mhole location, the
producing area for the project well, any existing wells in the applicable pool(s) in
the proposed project area, all offsetting drilling units in the applicable pool(s) and
their associated operator, and any wells in those units;

(3) a vertically oriented plan view (cross-sectional view) for the subject well
including the true vertical depth of the top and bottom of the subject pool, degree
of angle to be built in the project wellbore(s), the true vertical and the measured
depth of the estimated kickoff point, the estimated penctration point and the lateral
length;

(4) a honzontal plan view for the subject well and the proposed project area and
associated drilling units, the producing area and bottomhole location [itsspacing
mnt'showmg-thc-dnﬁmgmxmndﬂnﬂmg-pmdmmgmndow] including the

estimated azimuth and maximum length of the lateral(s) to be drilled;

(5) a type log section on which 1s identified the top and bottom of the subject pool;
and,

(6) a statement or plat showing the names and addresses of all operators of spacing
units, or working interest owners of undrilled spacing units offsetting the unit in
the applicable pool(s) in which the project is located and attesting that applicant,
on or before the same date the application was submitted to the Division, has sent
notification to all those parties by submitting a copy of the application to them by
certified mail retumn receipt requested and advising them that if they have an
objection, it must be filed in writing within twenty (20) days of the date notice was
sent.

7 ment that all less rniaedmmrmr
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(d) [3)] The maximum allowable assigned to the project area when dealing with prorated
pools shall be based upon of the number of standard proration units (or approved
non-standard proration and spacing units) that overly the bottomhole [ocation of the
gh;ggpgngl wellbore [mmmmmmmmmmm

oot e et ilaavshebinkiiel M

E. Requirements/Conditions of Administrative Approval;

(1) The Division Director may approve the application upon receipt of waivers from all offset
operators or owners of undrilled tracts or if no offset operator or owner has entered an objection
to the project within 20 days after the application was received by the Director.

(2) Any order issued by the Director approving an application for a directional wellbore shall
require that:

(a) the applicant shall conduct a directional survey on the wellbore after directional drilling
operations in order that the direction, extent and terminus of said wellbore may be
determined to be in compliance with the provision of any order with copies submitted to
the Santa Fe NMOCD and to the NMOCD-district office in which the well is located; and,

(b) the Supervisor of the appropriate Division District shall be notified of the approximate
time all directional surveys are to be conducted. All directional surveys run on any well in
any manner for any reason must be filed with the Division upon completion of the well,
The Division shall not assign an allowable to a well until the operator has submitted an
affidavit that all such directional surveys have been filed.

F. Additional Matters:

(1) The Division Director, at the request of an offset operator, may require any operator to make
a directional survey of any well. The directional survey and all associated costs shall be at the
expense of the requesting party and shall be secured in advance by a $5,000 indemnity bond
posted with and approved by the Division. The requesting party may designate the well survey
company and the survey may be witnessed by the Division and the operator.

(2) The Division Director, may, at his discretion, set any application for administrative approval
for public hearing.

(3) Permission to deviate or directionally drill any wellbore for any reason or in any manoer not
provided for in this rule shall be granted only after notice and hearing.
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CLEAN VERSION:
RULE 111-Deviation Tests/Deviated Wells and Directional Wells:

A Definitions:; The following definitions shall apply to this Rule:

(1) Deviated Well - means any wellbore which is intentionally deviated from vertical but not with
an intentional azimuth, Any deviated well is subject to Rule 111-B and C.

(2) Directional Well - means a wellbore which is intentionally deviated from vertical with an
intentional azimuth. Any directional well is subject to Rule 111-D.

(3) Vertical Well - means a well that does not have an intentional departure or course deviation
from the vertical.

(4) Drilling Unit - means the surface acreage assigned to a vertical wellbore in accordance with
NMOCD Rule 104. Included in this definition is a “unit of proration for oil or gas” as defined by
the Division and all non-standard such units previously approved by the Division,

(5) Wellbore - means the interior surface of a cased or open hole through which drilling,
production, or injection operations are conducted.

(6) Project Well - means any well drilled, completed, produced or injected into as either a
deviated well or as a directional well.

(7) Project Area - a designated area consisting of multiple drilling units.

(8) Producing Area - means all points that lie along a rectangular or square window formed
by plotting the measured distance from the North, South, East and West boundaries of a

proration unit (or, in the case of myltiple proration units, the project area) 4nside of which a

vertical wellbore can be drilled and produced in conformity with the setback requirements from
the outer boundary of a standard spacing and proration umit for the applicable pool(s).

(9) Penetration Point - means the point where the wellbore penctrates the top of the pool from
which it is intended to produce.

(10) Azimuth - means the deviation in the horizontal plane of a wellbore expressed in terms of
compass degrees.

(11) Kick-off Point - means the point at which the wellbore is intentionally deviated from vertical.

(12) Terminus - means the farthest point attained along the wellbore.
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(13) Bottomhole ¥ocation - means that portion of the wellbore drilled inside the vertical limits of

a pool, between its penetration point and its terminus.

(14) Lateral - means any portion of a wellbore past the point where the wellbore has been
intentionally departed from the vertical.

northodox - meang any bottomhole location outside of the producing area

approved project area or approved secondary or tertiary recovery project,

B. Deviation Tests:

Any vertical or deviated well which is drilled or deepened shall be tested at reasonably frequent
intervals to determine the deviation from the vertical, Such tests shall be made at least once each
500 feet or at the first bit change succeeding 500 feet. A tabulation of all deviation tests run,
sworn to and notarized, shall be filed with Form C-104, Request for Allowable and Authorization
to Transport Oil and Natural Gas. When the deviation averages more than five degrees in any
500-foot interval, the operator shall include the calculations of the maximum possible horizontal
displacement of the hole and the Division Director may require that a directional survey be run to
establish the boitomhole location.

(Note: the team proposed an approach similar to Texas. If the calculated

maximum horizontal displacement revealed a possibility that the bottomhole

location might be off-lease, then a directional survey should be required. If the

directional survey showed a bottomhole location (as it is defined above) off-

lease, then the operator should not be allowed to produce the well until he

steers it back to an orthodox location, or pools with the other lease. If the

bottomhole location is on the subject lease but at an unorthodox location, then

an NSL order should be required pursuant io the Rule 104 F (3) process. Some

leeway should be allowed however, and the current 50° allowance in part (C)(4)

of this rule needs to be preserved. I have not yet tackled rule language.)

Upon request from the Division Director, any well which was deviated in an indeterminate

direction or toward the vertical shall be directionally surveyed.

C. Deviated Wellbores:

(1) The Supervisor of the appropriate Division District may approve the written request of
an operator to drili a deviated wellbore or to deviate an existing wellbore to:

(a) straighten a crooked hole by deviating towards the vertical;

(b) side track junk in the hole by deviating in an indeterminate dtrection (no intentional
azimuth),
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(¢)side track an existing wellbore by deviating in an indeterminate direction (no intentional
azimuth) for the purpose of recompleting into an existing producing formation or plugging
the originally completed formation and recompleting into a different formation.

(2) The Supervisor of the apptropriate Division District may require any request for a deviated
well to be submitted for administrative approval by the Division Director.

(3) Applications for administrative approval for a deviated well shall:

(a) be filed in duplicate and shall be accompanied by plats showing both the surface
location of the subject well, its spacing unit and all adjoining spacing units;

(b) state the reason(s) for deviating the subject well; and

(c)shall include a statement or plat showing the names and addresses of all operators of
spacing units, or working interest owners of undrilled spacing units offsetting the unit in
which the project is located and attesting that applicant, on or before the same date the
application was submitted to the Division, has sent notification to all those parties by
submitting a copy of the application to them by certified mail return receipt requested and
advising them that if they have an objection, it must be filed in writing within twenty (20)
days of the date notice was sent.

(4) The bottomhole location of any deviated well shall be at an orthodox well location or an
unorthodox location previously approved pursuant to Rule 104 and shall be considered acceptable
if the actual subsurface location in the formation to be produced is orthodox or is no more than 50
feet from the approved subsurface location.

(5) The Division Director may approve the application for a deviated well upon receipt of waivers
from all offset operators or owners of undriiled tracts or if no offset operator or owner has
entered an objection to the project within 20 days afler the application was received by the
Director.

D. Directional Wellbores:

n r erti recov i ¢ her authonz ion wellbore t
Dxrecnonal we ngmg mlb a bgm hgle lgcanons no_more than 50 feet from ) Qggd;;g g area of
an approved unorthodox bottomhole location are also authorized.
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I hodox mh I_art thori

(1) a statement addressing the reason(s) for directionally drilling the subject well;

(2) a plat indicating the section, township and range in which the well is to be
drilled, the project area, the proposed surface and bottomhole location, the
producing area for the project well, any existing wells in the applicable pool(s) in
the proposed project area, all offsetting drilling units in the applicable pool(s) and
their associated operator, and any wells in those units;

(3) a vertically oriented plan view (cross-sectional view) for the subject well
including the true vertical depth of the top and bottom of the subject pool, degree
of angle to be built in the project wellbore(s), the true vertical and the measured
depth of the estimated kickoff point, the estimated penctration point and the lateral
length;

(4) a honzontal plan v1ew for the subjcct well and the propgs ed project area and

] . ation, including the
estlmated az1muth and maximum 1ength of the latcral(s) to be dnlled,

(5) a type log section on which is identified the top and bottom of the subject pool,
and,

{6) a statement or plat showing the names and addresses of all operators of spacing
units, or working interest owners of undrilled spacing units offsetting the unit in
the applicable pool(s) in which the project is located and attesting that applicant,
on or before the same date the application was submitted to the Division, has sent
notification to all those parties by submitting a copy of the application to them by
certified mail return receipt requested and advising them that if they have an
objection, it must be filed in writing within twenty (20) days of the date notice was

10
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E.

{d) The maximum allowable assigned to the project area when dealing with prorated pools
shall be based upon of the number of standard proration units (or approved non-standard
proration and spacing units) that overly the bottomhele location of the directional
wellbore.

Requirements/Conditions of Administrative Approval:

(1) The Division Director may approve the application upon receipt of waivers from all offset
operators or owners of undrilled tracts or if no offset operator or owner has entered an objection
to the project within 20 days after the application was received by the Director.

(2) Any order issued by the Director approving an application for a directional wellbore shall
require that:

F.

(2) the applicant shall conduct a directional survey on the wellbore after directional drilling
operations in order that the direction, extent and terminus of said wellbore may be
determined to be in compliance with the provision of any order with copies submitted to
the Santa Fe NMOCD and to the NMOCD-district office in which the well is located; and,

(b) the Supervisor of the appropriate Division District shall be notified of the approximate
time all directional surveys are to be conducted. All directional surveys run on any well in
any manner for any reason must be filed with the Division upon completion of the well.
The Division shall not assign an allowable 10 a well until the operator has submitted an
affidavit that all such directional surveys have been filed.

Additional Matters:

(1) The Division Director, at the request of an offset operator, may require any operator to make
a directional survey of any well. The directional survey and all associated costs shall be at the
expense of the requesting party and shall be secured in advance by a $5,000 indemnity bond

11
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posted with and approved by the Division. The requesting party may designate the well survey
company and the survey may be witnessed by the Djvision and the operator.

(2) The Division Director, may, at his discretion, set any application for administrative approval
for public hearing.

(3) Permission to deviate or directionally drill any wellbore for any reason or in any manner not
provided for in this rule shall be granted only after notice and hearing.

12



