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Re:  Application of Nearburg Exploration Company, L. L. C. for Administrative Approval of
' Two Non-Standard 160 Acre Gas Well Spacing Units in the E/2 of Section 34, Township
21 South, Range 34 East, N.MP.M, Lea County, New Mexico

Dear Ms. Wrotenbery:

Nearburg Exploration Company, L. L. C. hereby seeks administrative approval pursuant to the
provisions of Division Rule 104.D(2)(b) to form:

Two non-standard 160 acre gas spacing and proration units in the East Grama Ridge-
Morrow Gas Pool comprised of the NE/4 and the SE/4 of Section 34, Township 21 South,
Range 34 East, NM.P.M., Lea County, New Mexico.

The following attachments are provided with this application:

Attachment A is a plat showing the Morrow ownership in said Section 34 and demonstrating
that the proposed NE/4 and SE/4 gas spacing and proration units are comprised of contiguous
quarter sections that lie wholly within a single governmental half section.

Attachment B is a waiver letter from EOG Resources, Inc., the only party affected by this

application.

Attachment C is a 1979 amended Well Location and Acreage Dedication Plat showing that
the W/2 of said Section 34 is devoted to the Grama Ridge Morrow Unit Well No. 2 and
therefore not affected by this application.
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Since state leases are involved, attachment D is a certified letter to the New Mexico State
Land Office advising them of this application.

Two Morrow gas pools are located in said Section 34: The W/2 of Section 34 is part of the Grama
Ridge-Morrow Gas Pool and the E/2 of Section 34 is part of the East Grama Ridge-Morrow Gas
Pool. The existence of two pools in said Section 34 is the result of the Division’s finding that the
Grama Ridge-Morrow Gas Pool is located “within an upthrust fault block bounded to the west by
a northeast - southwest trending fault and on the east by a north-south trending fault.” See Division
Order No. R-5995 (entered May 2, 1979) (said order is also referenced at the bottom of Attachment
O).

In January of 1999, the New Mexico State Land Office cancelled Lease No. K-3592 for the N/2 of
said Section 34 for non-payment of rental. The State subsequently leased the N/2 of Section 34 to
Nearburg under Lease No. V-5683. On February 28, 2000, the Division approved a drilling permit
which dedicated the N/2 of Section 34 to Nearburg’s East Grama Rldge Morrow State 34 No. 1 Well
_ ]ocated in the NE/4 of Sectlon 34 See Artachment E.

After Nearburg drilled and completed this well, the Division’s Hobbs office informed Nearburg that
a change in the acreage dedicated to Nearburg’s well is necessary because (a) there are separate
Morrow pools in the W/2 and E/2 of Section 34, (b) the W/2 of Section 34 is already devoted to the
Grama Ridge Morrow Unit Well No. 2, and (c) the E/2 of Section 34 is presently devoted to the
Llano 34 State Com #1 Well, located in the SE/4 of Section 34 (UnitI). The Llano 34 State Com
#1 Well was drilled in 1979 under a communitization agreement with the state and is presently shut-
in. EOG Resources, Inc. is the successor operator to this well.

As a result of these events, the respective acreage positions of Nearburg and EOG Resources, and
their right to produce gas from the E/2 of Section 34, is in question. The operators in the E/2 of
Section 34 desire to resolve these issues and protect their correlative rights. The creation of two non-
standard gas spacing and proration units in Section 34 will clarify their respective acreage positions
and right to produce gas from the East Grama Ridge-Morrow Gas Pool underlying the E/2 of Section
34 from their respective wells. ' '

The granting of this application under this unique set of circumstances will protect the correlative
rights of all interest owners in Section 34, will not cause waste, will avoid litigation and
administrative hearings over the rights of the interest owners to develop the reserves under the E/2
of Section 34, accommodate the Divisions’ desire to re-dedicate acreage to Nearburg’s well in the
NE/4 of Section 34, and provide EOG the opportunity to produce their well in the SE/4 of said
Section 34 in the Morrow formation.
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Since all of the interest owners in the E/2 of Section 34 support this application, there are no affected
parties to whormn notice of this application needs to be provided.
A proposed form of order is also enclosed.
Very truly yours,
M %f’
Michael H. Feldewert

MHF/ras

Enclosure



E/2 of Section 34, T-21-S, R-34-E
Lea County, New Mexico

NE/4 Section 34, T-21-S,
R-34-E, Lea County, New
Mexico

NPC Grama Ridge

. | East 34 State #1 well
Nearburg Producing ."\—

Company Operator

SE/4 Section 34-T-21-S EOG Llano 34 State #1
R-34-E, Lea County, New well
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EOG Resources,

ATTACHMENT A



