DOCKET NO. 27-98

DOCKET: EXAMINER HEARING - THURSDAY - OCTOBER 8, 1998

8:15 A.M. - 2040 South Pacheco
Santa Fe, New Mexico

Dockets Nos. 29-98 and 30-98 are tentatively set for October 22 and November 5, 1998. Applications for hearing must be filed at least 23 days in
advance of hearing date. The following cases will be heard by an Examiner:

CASE 11988;

CASE 12052:

Continued from September 3, 1998, Examiner Hearing,

Application of Merrion Oil & Gas Corporation for compulsory pooling, San Juan County, New Mexico. The applicant seeks an order
pooling all mineral interests in the Basin-Dakota Pool underlying Lots I through 4 and the S/2 N/2 (N/2 equivalent) of Section 5, Township
29 North, Range 11 West, thereby forming a standard 293.68-acre gas spacing and proration unit for said pool. Said unit is to be dedicated
to its proposed Fifield Com Well No. 1-E (API No. 30-045-29517) to be drilled at a standard gas well location in the NW/4 equivalent of
said Section 5. Also to be considered will be the cost of drilling and completing said well and the allocation of the cost thereof as well as
actual operating costs and charges for supervision, designation of applicant as operator of the well and unit and a charge for risk involved
in drilling said well. Said unit area is located approximately 4 miles south of Aztec, New Mexico.

Application of Southwestern Energy Production Company for compulsory pooling, Lea County, New Mexico. Applicant seeks an
order pooling all mineral interests from the surface to the base of the Morrow formation underlying the following described acreage in
Section 28, Township 22 South, Range 34 East, and in the following manner: the N/2 forming a standard 320-acre gas spacing and proration
unit for any and all formations and/or pools developed on 320-acre gas spacing within that vertical extent, which presently may include
but is not necessarily limited to the Undesignated Ojo Chiso-Strawn Gas Pool, Undesignated Antelope Ridge-Atoka Gas Pool, and
Undesignated West Ojo Chiso-Morrow Gas Pool; the NW/4 forming a standard 160-acre gas spacing and proration unit for any and al}
formations and/or pools developed on 160-acre spacing within that vertical extent; and the NE/4 NW/4 to form a standard 40-acre oil spacing
and proration unit for any and ail formations and/or pools developed on 40-acre spacing within that vertical extent. The units are to be
dedicated to its SEPCO “28" Fed. Well No. 1 to be drilled and completed at an orthodox well location 660 feet from the North line and 1980
feet from the West line (Unit C) of Section 28. Also to be considered will be the costs of drilling and completing the well and the allocation
of the costs thereof as well as actual operating costs and charges for supervision, designation of applicant as the operator of the well and
a charge for risk involved in drilling the well. This unit is located approximately 15 ¥ miles southwest of Qil Center, New Mexico.

Application of Chi Energy, Inc. for compulsory pooling, Eddy County, New Mexico. Applicant seeks an order pooling all mineral
interests from the surface to the base of the Morrow formation underlying the following described acreage in Section 3, Township 17 South,
Range 27 East, and in the following manner: the S/2 forming a standard 320-acre gas spacing and proration unit for any and all formations
and/or pools developed on 320-acre gas spacing within that vertical extent, which presently may include but is not necessarily limited to
the Undesignated Crow Flats-Morrow Gas Pool; the SW/4 forming a standard 160-acre gas spacing and proration unit for any and all
formations and/or pocls developed on 160-acre spacing within that vertical extent; and the SE/4 SW/4 to form a standard 40-acre oil spacing
and proration unit for any and all formations and/or pools developed on 40-acre spacing within that vertical extent. The units are to be
dedicated to its Little Hammer Fed. Com. Well No. 1 to be drilled and completed at an orthodox gas well location 860 feet from the South
line and 2105 feet from the West line (Unit N) of said Section 3. Also to be considered will be the costs of drilling and completing the well
and the allocation of the costs thereof as well as actual operating costs and charges for supervision, designation of applicant as the operator
of the well and a charge for risk involved in drilling the well. The units are located approximately 8 miles east-northeast of Artesia, New
Mexico.

Application of Nadel and Gussman Permian, L.L.C. and Wilson & Barr for compulsory pooling, Eddy County, New Mexico.
Applicants seek an order pooling all mineral interests from the surface to the base of the Morrow formation underlying the following
described acreage in Section 36, Township 20 South, Range 21 East, and in the following manner: the N/2 forming a standard 320-acre gas
spacing and proration unit for any and all formations and/or pools developed on 320-acre gas spacing within that vertical extent, which
presently may include but is not necessarily limited to the Undesignated Loafer Draw-Upper Pennsylvanian Gas Pool, Undesignated Little
Box Canyon-Strawn Gas Pool, Undesignated Little Box Canyon-Atoka Gas Pool, and Undesignated Little Box Canyon-Morrow Gas Pool,;
the NW/4 forming a standard 160-acre gas spacing and proration unit for any and all formations and/or pools developed on 160-acre spacing
within that vertical extent; and the SE/4 NW/4 forming a standard 40-acre oil spacing and proration unit for any and all formations and/or
pools developed on 40-acre spacing within that vertical extent. The units are to be dedicated to its Little Box State Well No. 3 to be drilled
and completed at an orthodox well location in the SE/4 NW/4 of Section 36. Also to be considered will be the costs of drilling and
completing the well and the allocation of the costs thereof as well as actual operating costs and charges for supervision, designation of
applicant as the operator of the well and a charge for risk involved in drilling the well. This unit is located approximately 19 miles southwest
of Hope, New Mexico.

Application of Hallwood Petroleum, Inc. for an order allowing drilling in the Potash Area, Lea County, New Mexico. Applicant seeks
an order allowing drilling within the NW/4 SW/4 of Section 30, Township 20 South, Range 33 East, which are fee lands within the Potash
Area designated in Division Order No. R-111-P.

Application of Hallwood Petroleum, Inc. for an order allowing drilling in the Potash Area, Lea County, New Mexico. Applicant seeks
an order allowing drilling within the SE/4 SW/4 of Section 30, Township 20 South, Range 33 East, which are fee lands within the Potash
Area designated in Division Order No. R-111-P.
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CASE 12049:

CASE 12057:

CASE 12050:

CASE 12020:

ASE 12031:

Continued from September 17, 1998, Examiner Hearing.

Application of Manzano Oil Corporation for compulsory poeling and an unorthodox well location, Lea County, New Mexico.
Applicant seeks an order pooling all mineral interests from the surface to the base of the Strawn formation underlying the following
described spacing and proration units in Section 2, Township 16 South, Range 36 East in the following manner: the S/2 SE/4 for all
formations developed on 80-acre spacing which presently include but are not limited to the Undesignated Northeast Lovington-
Pennsylvanian Pool and the Undesignated North Lovington-Wolfcamp Pool; and the SW/4 SE/4 for all formations developed on 40-acre
spacing. Applicant proposes to dedicate these pooled units to its Odyssey Well No. 1 to be drilled at an unorthodox location 1149 feet from
the South line and 1370 feet from the East line (Unit O) of Section 2. Also to be considered will be the cost of drilling and completing the
well and the allocation of the cost thereof, as well as actual operating costs and charges for supervision, designation of applicant as the
operator of the well, and a charge for risk involved in drilling the well. This area is located approximately ! mile east of Lovington, New
Mexico.

Application of Yates Petroleum Corporation for compulsory pooling and an unorthodox well location, Lea County, New Mexico,
Applicant seeks an order pooling all mineral interests underlying the following described acreage in Section 14, Township 16 South, Range
32 East, in the following manner: the S/2 to form a standard 320-acre gas spacing and proration unit for any and all formations and/or pools
dgeveloped on 320-acre spacing within that vertical extent; the SW/4 to form a standard 160-acre gas spacing and proration units for any
and all formations and/or pools developed on 160-acre spacing within that vertical extent; the N/2 SW/4 to form a standard 80-acre spacing
or proration unit for any and all formations and/or pools developed on 80-acre spacing within that vertical extent; and the NW/4 SW/4 to
form a standard 40-acre spacing and proration unit for any and all formations and/or pools developed on 40-acre spacing within that vertical
extent. The units are to be dedicated to the proposed Anderson AST State Com Well No. 1 which will be drilled at an unorthodox gas well
location 1980 feet from the South line and 1310 feet from the West line (Unit L) of Section 14 to test all formations from the surface to the
base of the Morrow formation, Undesignated Anderson Ranch-Morrow Gas Pool. Also to be considered will be the cost of drilling and
completing the well and the allocation of the cost thereof, as well as actual operating costs and charges for supervision, designation of
applicant as the operator of the well, and a charge for risk involved in drilling the well. This area is located approximately 4 miles north-
northeast of Maljamar, New Mexico.

Continued from September 17, 1998, Examiner Hearing.

Application of Strata Production Company for an order directing Exxon Company, U.S.A. to remove an overriding royalty interest
from acreage in Lea County, New Mexico. Applicant seeks an order directing Exxon Company, U.S.A. to remove an overriding interest
it created on certain interests in Section 22, Township 22 South, Range 32 East, that defeats the order the Division has been requested to
enter in Case No. 12011 which compulsory pooled certain spacing and proration units in the W/2 of Section 22. This acreage is located
approximately 9 miles north-northeast of the intersection of Highway 128 and the border between Eddy and Lea Counties.

Continued from September 3, 1998, Examiner Hearing.

Application of OXY USA INC. for compulsory pooling, Eddy County, New Mexico. Applicant seeks an order pooling all mineral
interests from 3,000 feet below the surface to the base of the Morrow formation underlying the following described acreage in Section 24,
Township 17 South, Range 27 East, and in the following manner: the N/2 to form a standard 320-acre gas spacing and proration unit for
any formations and/or pools developed on 320-acre spacing within that vertical extent, which presently may include but is not necessarily
limited to the Logan Draw-Morrow Gas Pool; the Logan Draw-Atoka Gas Pool and the Logan Draw-Cisco/Canyon Gas Pool. The unit is
to be dedicated to its Chopsticks Federal Well No. 1 to be drilled and completed at a standard gas well location in Unit G of Section 24.
Also to be considered will be the costs of drilling and completing the well and the allocation of the costs thereof as well as actual operating
costs and charges for supervision, designation of applicant as the operator of the well and a charge for risk involved in drilling the well.
The unit is located approximately 9 2 miles east of Artesia, New Mexico.

Continued from September 3, 1998, Examiner Hearing.

Application of Santa Fe Energy Resources, Inc. for compulsory pooling, Eddy County, New Mexico. Applicant seeks an order pooling
all mineral interests from the surface to the base of the Morrow formation underlying the following described acreage in Section 285,
Township 18 South, Range 30 East, and in the following manner: the S/2 to form a standard 320-acre gas spacing and proration unit for
any formations and/or pools developed on 320-acre spacing within that vertical extent, including but not limited to the Undesignated North
Shugart-Morrow Gas Pool; the SE/4 to form a standard 160-acre gas spacing and proration unit for any and all formations and/or pools
developed on 160-acre spacing within that vertical extent; and the NW/4 SE/4, below 4100 feet subsurface, to form a standard 40-acre oil
spacing and proration unit for any and all formations and/or pools developed on 40-acre spacing within that vertical extent. The units are
to be dedicated to the Benson “25" Fed. Com Well No. 1, located at an unorthodox well location 1980 feet from the South and East lines
(Unit J) of Section 25. Also to be considered will be the cost of drilling and completing the well and the allocation of the cost thereof, as
well as actual operating costs and charges for supervision, designation of applicant as the operator of the well, and a charge for risk involved
in drilling the well. The unit is located approximately 7.5 miles southeast of Loco Hills, New Mexico.



