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November 7, 1989 

HAND DELIVERED 

Mr. William J. LeMay, Chmn. and Director 
Oil Conservation Division 
State of New Mexico 
Energy and Minerals Department 
State Land Office Building 
Old Santa Fe T r a i l 
Santa Fe, New Mexico 87501 

Re: Application of Strata Production Company 
For Authority to D r i l l a Horizontal Well 
P i l o t Project, Yeso H i l l s Federal #1 Well 
Eddy County, New Mexico 

Dear Mr. LeMay: 

On behalf of Strata Production Company, I would 
appreciate your having the enclosed Application set for 
hearing on the next available Examiner's Docket now 
scheduled for November 29, 1989. 

I suggest the following for an advertisement for the 
Docket and newspaper: 

Application of Strata Production Company for a 
Horizontal Directional D r i l l i n g Well i n Eddy 
County, New Mexico. Applicant in the above 
styled cause seeks authority to i n i t i a t e a 
horizontal directional d r i l l i n g p i l o t project i n 
the SE% of Section 18, T26S, R25E, N.M.P.M., Eddy 
County, New Mexico forming a standard 160 acre 
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Mr. William J. LeMay, Chmn. and Director 
Oil Conservation Division 
November 7, 1989 
Page 2 

gas spacing and proration unit in the Bone Spring 
Formation, by commencing i t s Yeso Hills Federal 
#1 Well at a surface location 1,980 feet FEL and 
660 feet FSL of said Section 18. Applicant 
proposes to d r i l l to a true vertical depth of 
approximately 4,900 feet in the Bone Spring 
Formation. Applicant intends to evaluate the 
vertical well by logging and coring to determine 
whether and in what direction to d r i l l hori
zontally. If a decision is made to d r i l l 
horizontally, the Applicant w i l l plug back and 
set whipstock as necessary to initiate medium 
radius curvature to facilitate drilling hori
zontally. Horizontal drilling shall be at a 
direction due North, due East or at a North
easterly direction from the vertical wellbore. 
No part of the horizontal hole shall be closer 
than 660 feet to any outside boundary of the 
spacing and proration unit. 

Said location is approximately 20 miles Southwest of 
White City, New Mexico. 

By copy of this letter to a l l parties shown on 
Exhibit A to the Application, we are forwarding a copy of 
the Application and notifying them by Certified Mail 
Return Receipt Requested that they have the right to 
appear at the hearing to make a statement to the Division, 
to present evidence and cross examine witnesses either in 
support of or in opposition to the Application. Those 
parties are directed to contact the Division or the 
Applicant's attorney to determine what additional rights 
they may have. 

Very truly yours, 

Sealy H, Cavin, Jr, 

SHC.ifieh 
Enclosute 

cc: George L. Scott, Jr. 
Dan M. Leonard 
John C. Byers 

'J h s , w 
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STATE OP NEW MEXICO 
DEPARTMENT OF ENERGY AND MINERALS 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE 
APPLICATION OF STRATA PRODUCTION COMPANY 
FOR A HORIZONTAL DIRECTIONAL DRILLING 
PILOT PROJECT 
EDDY COUNTY, NEW MEXICO 

COMES NOW Strata Production Company, by and through 

its attorneys, Modrall, Sperling, Roehl, Harris & Sisk, 

P.A., and applies to the New Mexico Oil Conservation 

Division to initiate a horizontal directional drilling 

pilot project in the SE% of Section 18, T26S, R25E, 

N.M.P.M., Eddy County, New Mexico forming a standard 160 

acre gas spacing and proration unit in the Bone Spring 

Formation, by commencing i t s Yeso Hills Federal #1 Well at 

a surface location 1,980 feet FEL and 660 feet FSL of said 

Section 18. Applicant proposes to d r i l l to a true 

vertical depth of approximately 4,900 feet in the Bone 

Spring Formation. Applicant intends to evaluate the 

vertical well by logging and coring to determine whether 

and in what direction to d r i l l horizontally. If a 

decision is made to d r i l l horizontally, the Applicant w i l l 

plug back and set whip stock as necessary to initiate 

medium radius curvature to facilitate drilling hori

zontally ot approximately 1,200 feet. Horizontal drilling 

A _? P L I C A T I O N 
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ahall be at a direction due North, due East or at a 

Northeasterly direction from the vertical wellbore, No 

part of the horizontal hole shall be closer than 660 feet 

to any outside boundary of the spacing and proration 

unit. Said location is approximately 20 miles Southwest 

of White City, New Mexico. In support hereof Applicant 

w i l l show: 

1. Applicant proposes to d r i l l i t s Yeso Hills 

Federal #1 Well at a surface location 1,980 feet FEL and 

660 feet FSL of Section 18, T26S, R25E, N.M.P.M., to a 

total true vertical depth o£ approximately 4,900 feet in 

the Bone Spring Formation. 

2. Applicant proposes to evaluate the vertical well 

by logging and coring to determine in what direction to 

d r i l l horizontally, 

3. i f a decision i s made by Applicant to d r i l l 

horizontally, Applicant w i l l plug back and set whipstock 

as necessary to initiate medium radius curvature to 

facilitate the drilling of a horizontal hole. 

4. Applicant proposes that the horizontal drilling 

shall be at a direction due North, due East or at a 

Northeasterly direction from the vertical wellbore, 

5. No part of the horizontal hole shall be closer 

than 660 feet to any outside boundary of the spacing and 

proration unit. 



SJsNT BYJXerox Telecopier 7021 ;il- 6-89 ; 4J28PM ; 5052427573̂  5058275741'J 6 

6. The spacing unit for the Yeso H i l l s Federal #1 

Well i s the SE% of said Section 18. 

7. Applicant has the r i g h t to d r i l l the Yeso H i l l s 

Federal #1 Well by virt u e of farmouts from A-H 1980 

Program, Inc. and Bonneville Fuels Corporation covering 

various lands including the SE% of Section 18. 

8. Notice is being provided to the Offset Operators 

l i s t e d on Exhibit A hereto. 

9. The proposed horizontal section of the wellbore 

w i l l be located i n the Bone Spring Formation. 

10. Applicant seeks approval of t h i s Application i n 

order to determine i f this type of wellbore and completion 

in the Bone Spring Formation w i l l result i n the recovery 

of substantially greater amounts of hydrocarbons from the 

Bone Spring Formation than would normally be recovered by 

a conventional well completion thereby improving ultimate 

recovery and preventing waste. 

WHEREFORE, after notice and hearing, the Applicant 

requests that thi s Application be granted. 

Respectfully Submitted: 

MODRALL, SPERLING, ROEHL, 
HARRIS & SISK, P.A. 

By: 
Sealy H. Cavin, Jr. 
Attorneys for Applicant 
500 Fourth Street, N.W. 
Suite 1000 
P.O. Box 2168 
Albuquerque, NM 87103 

o t 6 ; w 

-3-
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E X H I B I T A TO STRATA PROQUCTION 

COMPANY A P P I I C A T I O H TO DRILL A 

HORIZONTAL W £ U , 

EXHIBIT A 

OFFSET OPERATORS 

1. AH - 1980 Program, Inc. 
1201 Louisiana, Suite 700 
Houston, Texas 77002-5681 

Attention: Henry Hansen, Senior Landman 

2. Bonneville Fuels Corporation 
1600 Broadway, Suite 1110 
Denver, Colorado 80202 

Attention: L.D, L i l l o , Senior Landman 

3. El Paso Natural Gas Company 
c/o Meridian Oil Inc. 
21 Desta Drive 
Midland, Texas 79705 

Attention: Mario R. Moreno, Jr., Senior Landman 

r. a -f 



STATE OF NEW MEXICO 
ENERGY, MINERALS, AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

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

CASE NO. 9830 
Order No. R-</£>?7 f 

APPLICATION OF STRATA PRODUCTION 
COMPANY FOR AN UNORTHODOX GAS WELL 
LOCATION, HORIZONTAL DIRECTIONAL 
DRILLING PILOT PROJECT AND SPECIAL 
OPERATING RULES THEREFORE, EDDY 
COUNTY, NEW MEXICO. 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on f o r hearing at 8:15 a.m. on December 
13, 1989, at Santa Fe, New Mexico, before Examiner David R. 
Catanach. 

NOW, on t h i s day of January, 1990, the D i v i s i o n 
D i r e c t o r , having considered the testimony, the record, and 
the recommendations of the Examiner, and being f u l l y advised 
i n the premises, 

FINDS THAT: 

(1) Due pu b l i c notice having been given as required by 
law, the D i v i s i o n has j u r i s d i c t i o n of t h i s cause and the 
subject matter thereof. - • / »/, j * „ 

(2) The appl i c a n t s / S t r a t a Production Company, seeks 
a u t h o r i t y t o i n i t i a t e ar h o r i z o n t a l d i r e c t i o n a l d r i l l i n g 
p i l o t p r o j e c t i n the SE/4 of Section 18, Township 26 South, 
Range 25 East, NMPM,'forming a standard 160-acre gas spacing 
and p r o r a t i o n u n i t i n the Bone Spring formation, by d r i l l i n g 
i t s Yeso H i l l s Federal Well No. 1 i n the f o l l o w i n g manner: 

Commence d r i l l i n g a t an unorthodox surface 
l o c a t i o n 460 fe e t from the South l i n e and 1780 
fee t from the East l i n e (Unit 0) of said Section 
18, d r i l l i n g t o a t r u e v e r t i c a l depth of 
approximately 4900 f e e t i n the Bone Spring 
formation whereby the formation w i l l be evaluated 
to determine the proper d i r e c t i o n f o r the 



h o r i z o n t a l extension ( e i t h e r n orth, east, or 
nor t h e a s t ) , plug back t o a depth of approximately 
4375 f e e t , and commence a medium radius curve i n 
the predetermined d i r e c t i o n to encounter the Bone 
Spring formation at approximately 4680 f e e t at 
which p o i n t the w e l l w i l l be d r i l l e d h o r i z o n t a l l y 
w i t h i n the Bone Spring formation a distance of 
approximately 1200-1500 f e e t . 

(3) The applicant f u r t h e r seeks special r u l e s and 
provisions w i t h i n the p i l o t p r o j e c t area i n c l u d i n g the 
designation of a prescribed area l i m i t i n g the h o r i z o n t a l 
displacement of the proposed wellbore such t h a t i t cannot be 
closer than 660 f e e t from the # o r t h , g a s t , or jrfest l i n e s of 
the subject p r o r a t i o n u n i t nor closer than 460 f e e t from the 
South l i n e of said u n i t . 

(4) Through i t s evidence and testimony, the applicant 
demonstrated t h a t the proposed h o r i z o n t a l wellbore, which i s 
experimental i n nature, should encounter a s u b s t a n t i a l l y 
greater number of n a t u r a l f r a c t u r e s w i t h i n the Bone Spring 
formation than would a conventional wellbore, which may 
u l t i m a t e l y r e s u l t i n the recovery of a greater amount of gas 
from the subject p r o r a t i o n u n i t , thereby preventing waste. 

(5) According t o the testimony presented, the proposed 
unorthodox surface l o c a t i o n i s necessitated by archeological 
r e s t r i c t i o n s . 

(6) The evidence presented indicates t h a t i n i t s 
traverse of the Bone Spring formation, the subject wellbore 
may encroach upon the 660-foot setback requirement only 
s l i g h t l y i n the South d i r e c t i o n . 

(7) The applicant i s the operator of the a f f e c t e d 
acreage t o the South as described above, and no other o f f s e t 
operator and/or i n t e r e s t owner appeared at the hearing i n 
opposition t o the a p p l i c a t i o n . 

(8) Approval of the proposed p i l o t p r o j e c t should 
r e s u l t i n the recovery of an a d d i t i o n a l amount of gas from 
the subject p r o r a t i o n u n i t which may not otherwise be 
recovered, thereby preventing waste, and w i l l not v i o l a t e 
c o r r e l a t i v e r i g h t s provided t h a t the w e l l i s d r i l l e d as per 
the bottomhole l o c a t i o n r e s t r i c t i o n s as described above. 

(9) The applicant should be required t o conduct a 
d i r e c t i o n a l survey on the v e r t i c a l p o r t i o n of the wellbore 
p r i o r to commencing d i r e c t i o n a l d r i l l i n g operations, and on 
the h o r i z o n t a l p o r t i o n of the wellbore subsequent t o 
d i r e c t i o n a l d r i l l i n g operations i n order t h a t the d i r e c t i o n , 
extent, and terminus of said wellbore may be determined t o 
be i n compliance w i t h the proposed bottomhole l o c a t i o n . 



(10) The applicant should f u r t h e r be required t o submit 
copies of said d i r e c t i o n a l surveys to the Santa Fe and 
Artes i a d i s t r i c t o f f i c e s of the D i v i s i o n . 

(11) The applicant should n o t i f y the supervisor of the 
Arte s i a d i s t r i c t o f f i c e of the D i v i s i o n of the date and time 
of commencement of d i r e c t i o n a l d r i l l i n g operations and of 
the conductance of any d i r e c t i o n a l surveys on the proposed 
w e l l i n order t h a t these operations may be witnessed. 

IT IS THEREFORE ORDERED THAT; 

(1) The a p p l i c a t i o n of Strata Production Company f o r a 
h o r i z o n t a l d i r e c t i o n a l d r i l l i n g p i l o t p r o j e c t i n the SE/4 of 
Section 18, Township 26 South, Range 25 East, NMPM, Eddy 
County, New Mexico, i s hereby approved. 

(2) The applicant i s f u r t h e r authorized t o d r i l l i t s 
Yeso H i l l s Federal Well No. 1 at the f o l l o w i n g unorthodox 
surface l o c a t i o n and i n the f o l l o w i n g manner: 

Commence d r i l l i n g at an unorthodox surface 
l o c a t i o n 460 f e e t from the South l i n e and 1780 
fee t from the East l i n e (Unit O) of said Section 
18, d r i l l i n g t o a tru e v e r t i c a l depth of 
approximately 4900 f e e t i n the Bone Spring 
formation whereby the formation w i l l be evaluated 
to determine the proper d i r e c t i o n f o r the 
h o r i z o n t a l extension ( e i t h e r n o r t h , east, or 
nort h e a s t ) , plug back t o a depth of approximately 
4375 f e e t , and commence a medium radius curve i n 
the predetermined d i r e c t i o n t o encounter the Bone 
Spring formation at approximately 4680 f e e t at 
which p o i n t the w e l l w i l l be d r i l l e d h o r i z o n t a l l y 
w i t h i n the Bone Spring formation a distance of 
approximately 1200-1500 f e e t . 

PROVIDED HOWEVER THAT, the SE/4 of said Section 18 
s h a l l be dedicated t o the subject w e l l forming a standard 
160-acre gas spacing and p r o r a t i o n u n i t f o r said Bone Spring 
formation, and; 

PROVIDED FURTHER THAT, the h o r i z o n t a l p o r t i o n of the 
subject w e l l s h a l l be located no closer than 660 fe e t from 
the n o r t h , east, and west l i n e s of the subject p r o r a t i o n 
u n i t , nor closer than 460 f e e t from the south l i n e of the 
subject p r o r a t i o n u n i t . 

(3) The applicant s h a l l be required t o conduct a 
d i r e c t i o n a l survey on the v e r t i c a l p o r t i o n of the wellbore 
p r i o r t o commencing d i r e c t i o n a l d r i l l i n g operations, and on 
the h o r i z o n t a l p o r t i o n of the wellbore subsequent t o 
d i r e c t i o n a l d r i l l i n g operations i n order t h a t the d i r e c t i o n , 



extent, and terminus of said wellbore may be determined t o 
be i n compliance w i t h the proposed bottomhole l o c a t i o n . 

(4) The applicant s h a l l f u r t h e r be required to submit 
copies of said d i r e c t i o n a l surveys t o the Santa Fe and 
Artes i a d i s t r i c t o f f i c e s of the D i v i s i o n . 

(5) The applicant s h a l l n o t i f y the supervisor of the 
Artes i a d i s t r i c t o f f i c e of the D i v i s i o n of the date and time 
of commencement of d i r e c t i o n a l d r i l l i n g operations and of 
the conductance of any d i r e c t i o n a l surveys on the proposed 
w e l l i n order t h a t these operations may be witnessed. 

(6) J u r i s d i c t i o n of t h i s cause i s retained f o r the 
entry of such f u r t h e r orders as the D i v i s i o n may deem 
necessary. 

DONE at Santa Fe, New Mexico, on the day and year 
hereinabove designated. 

STATE OF NEW MEXICO 
OIL CONSERVATION DIVISION 

WILLIAM J. LEMAY 
Director 



3162(067) 

DEC 0 8 1989 

Nev Hexico Oil Conservation Division 
Attention! D.R, Catanach 
P.O. Box 2088 
Santa Fe, KM 87504-2088 

RE: NMOCD Exasdner Bearing 
Case #9630 

Centleaen: 

Ih i s letter I s respectfully subaitted to confira that Barry Runt, Natural 
Resource Specialist In the Carlsbad Resource Area, did request that Strata 
Production Coapany relocate their Yeso E l l i s Federal #1 • distance of 200 feet 
south and cast of the originally proposed location due to the Identification 
of an archeological s i te that vould be impacted by Strata's proposed wellpad 
and access road. 

Although other alternate locations were available, the newly proposed location 
was the closest to the originally proposed location. 

I f you have any further questions, please contact Barry Hunt at (505) 887-6544 
or at the letterhead address. 

Sincerely, 

Is/ Saundra L . Porenta 

FOB 

Richard L . Nanus 
Area Manager 

cc:D.M. Leonard 

067:SShaw:«p:12/8/89:VANG#0008I.3 
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November 7, 1989 

HAND DELIVERED 

Mr. William J. LeMay, Chmn. and Directcr 
Oil Conservation Division 
State of New Mexico 
Energy and Minerals Department 
State Land Office Building 
Old Santa Fe Trail 
Santa Fe, New Mexico 87501 

BEFORE EXAMINER 

OIL CONSERVATiON DIVISION 

EXHIBIT NO. 

CASE NO. 

Re: Application of Strata Production Company 
For Authority to D r i l l a Horizontal Well 
Pilot Project, Yeso Hills Federal #1 Well 
Eddy County, New Mexico 

Dear Mr. LeMay: 

On behalf of Strata Production Company, I would 
appreciate your having the enclosed Application set for 
hearing on the next available Examiner's Docket now 
scheduled for November 29, 1989. 

I suggest the following for an advertisement for the 
Docket and newspaper: 

Application of Strata Production Company for a 
Horizontal Directional Drilling Well in Eddy 
County, New Mexico. Applicant in the above 
styled cause seeks authority to initiate a 
horizontal directional drilling pilot project in 
the SE% of Section 18, T26S, R25E, N.M.P.M., Eddy 
County, New Mexico forming a standard 160 acre 



Mr. William J. LeMay, Chmn. and Director 
Oil Conservation Division 
November 7, 1989 
Page 2 

gas spacing and proration unit in the Bone Spring 
Formation, by commencing its Yeso Hills Federal 
#1 Well at a surface location 1,980 feet FEL and 
660 feet FSL of said Section 18. Applicant 
proposes to d r i l l to a true vertical depth of 
approximately 4,900 feet in the Bone Spring 
Formation. Applicant intends to evaluate the 
vertical well by logging and coring to determine 
whether and in what direction to d r i l l hori
zontally. If a decision is made to d r i l l 
horizontally, the Applicant will plug back and 
set whipstock as necessary to initiate medium 
radius curvature to facilitate drilling hori
zontally. Horizontal drilling shall be at a 
direction due North, due East or at a North
easterly direction from the vertical wellbore. 
No part of the horizontal hole shall be closer 
than 660 feet to any outside boundary of the 
spacing and proration unit. 

Said location is approximately 20 miles Southwest of 
White City, New Mexico. 

By copy of this letter to a l l parties shown on 
Exhibit A to the Application, we are forwarding a copy of 
the Application and notifying them by Certified Mail 
Return Receipt Requested that they have the right to 
appear at the hearing to make a statement to the Division, 
to present evidence and cross examine witnesses either in 
support of or in opposition to the Application. Those 
parties are directed to contact the Division or the 
Applicant's attorney to determine what additional rights 
they may have. 

SHC:meh 
Enclosure 

cc: George L. Scott, Jr. 
Dan M. Leonard 
John C. Byers 

Very truly yours, 



STATE OF NEW MEXICO 
DEPARTMENT OF ENERGY AND MINERALS 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE 
APPLICATION OF STRATA PRODUCTION COMPANY 
FOR A HORIZONTAL DIRECTIONAL DRILLING 
PILOT PROJECT 
EDDY COUNTY, NEW MEXICO CASE NO .: %3o 

A P P L I C A T I O N 

COMES NOW Strata Production Company, by and through 

its attorneys, Modrall, Sperling, Roehl, Harris & Sisk, 

P.A., and applies to the New Mexico Oil Conservation 

Division to initiate a horizontal directional drilling 

pilot project in the SE% of Section 18, T26S, R25E, 

N.M.P.M., Eddy County, New Mexico forming a standard 160 

acre gas spacing and proration unit in the Bone Spring 

Formation, by commencing its Yeso Hills Federal #1 Well at 

a surface location 1,980 feet FEL and 660 feet FSL of said 

Section 18. Applicant proposes to d r i l l to a true 

vertical depth of approximately 4,900 feet in the Bone 

Spring Formation. Applicant intends to evaluate the 

vertical well by logging and coring to determine whether 

and in what direction to d r i l l horizontally. If a 

decision is made to d r i l l horizontally, the Applicant will 

plug back and set whip stock as necessary to initiate 

medium radius curvature to facilitate drilling hori

zontally of approximately 1,200 feet. Horizontal drilling 



shall be at a direction due North, due East or at a 

Northeasterly direction from the vertical wellbore. No 

part of the horizontal hole shall be closer than 660 feet 

to any outside boundary of the spacing and proration 

unit. Said location is approximately 20 miles Southwest 

of White City, New Mexico. In support hereof Applicant 

will show: 

1. Applicant proposes to d r i l l its Yeso Hills 

Federal #1 Well at a surface location 1,980 feet FEL and 

660 feet FSL of Section 18, T26S, R25E, N.M.P.M., to a 

total true vertical depth of approximately 4,900 feet in 

the Bone Spring Formation. 

2. Applicant proposes to evaluate the vertical well 

by logging and coring to determine in what direction to 

d r i l l horizontally. 

3. If a decision is made by Applicant to d r i l l 

horizontally, Applicant will plug back and set whipstock 

as necessary to initiate medium radius curvature to 

facilitate the drilling of a horizontal hole. 

4. Applicant proposes that the horizontal drilling 

shall be at a direction due North, due East or at a 

Northeasterly direction from the vertical wellbore. 

5. No part of the horizontal hole shall be closer 

than 660 feet to any outside boundary of the spacing and 

proration unit. 
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6. The spacing unit for the Yeso H i l l s Federal #1 

Well i s the SE% of said Section 18. 

7. Applicant has the right to d r i l l the Yeso H i l l s 

Federal #1 Well by virtue of farmouts from A-H 1980 

Program, Inc. and Bonneville Fuels Corporation covering 

various lands including the SE% of Section 18. 

8. Notice is being provided to the Offset Operators 

listed on Exhibit A hereto. 

9. The proposed horizontal section of the wellbore 

w i l l be located in the Bone Spring Formation. 

10. Applicant seeks approval of this Application in 

order to determine i f this type of wellbore and completion 

in the Bone Spring Formation w i l l result in the recovery 

of substantially greater amounts of hydrocarbons from the 

Bone Spring Formation than would normally be recovered by 

a conventional well completion thereby improving ultimate 

recovery and preventing waste. 

WHEREFORE, after notice and hearing, the Applicant 

requests that this Application be granted. 

Respectfully Submitted: 

MODRALL, SPERLING, ROEHL, 
HARRIS & SISK, P.A. 

By: 

Attorneys for Applicant 
500 Fourth Street, N.W. 
Suite 1000 
P.O. Box 2168 
Albuquerque, NM 87103 

0 6 « I w 
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E X H I B I T A TO 3 T ! A P R O D U C T I O N 

COMPANY A P P L I C A T . H TO D R I L L A 

H O R I Z O N T A L W E L L . 

EXHIBIT A 

OFFSET OPERATORS 

1. AH - 1980 Program, Inc. 
1201 Louisiana, Suite 700 
Houston, Texas 77002-5681 

Attention: Henry Hansen, Senior Landman 

2. Bonneville Fuels Corporation 
1600 Broadway, Suite 1110 
Denver, Colorado 80202 

Attention: L.D. L i l l o , Senior Landman 

3. El Paso Natural Gas Company 
c/o Meridian Oil Inc. 
21 Desta Drive 
Midland, Texas 79705 

Attention: Mario R. Moreno, Jr., Senior Landman 

0 i « 1 W 
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November 17, 1989 

COPY 
HAND DELIVERED 

Mr. William J. LeMay, Chmn. and Director 
Oil Conservation Division 
State of New Mexico 
Energy and Minerals Department 
State Land Office Building 
Old Santa Fe Trail 
Santa Fe, New Mexico 87501 

Re: Amended Application for Strata Production Company 
For Authority to Drill a Horizontal Well Pilot 
Project, Yeso Hills Federal #1 Well, Eddy County, 
New Mexico. 

Dear Mr. LeMay: 

On behalf of Strata Production Company, I would 
appreciate your having the enclosed Amended Application 
set for hearing on the next available Examiner's Docket 
now scheduled for November 29, 1989. This Amended 
Application amends Strata's Application made by our 
correspondence to you dated November 17, 1989. 

I suggest the following for an advertisement for the 
Docket and newspaper: 

Amended Application of Strata Production Company 
for a Horizontal Directional Drilling Well in 
Eddy County, New Mexico. Applicant in the above 
styled cause seeks authority to initiate a 
horizontal directional drilling pilot project in 



Mr. William J. LeMay, Chmn. and Director 
Oil Conservation Division 

the SE% Section 18, T26S, R25E, N.M.P.M., Eddy 
County, New Mexico forming a standard 160 acre 
gas spacing and proration unit in the Bone Spring 
Formation, by commencing its Yeso Hills Federal 
#1 Well at an unorthodox surface location 1,780 
feet FEL and 460 feet FSL of said Section 18. 
Applicant proposes to d r i l l to a true vertical 
depth of approximately 4,900 feet in the Bone 
Spring Formation. Applicant intends to evaluate 
the vertical well by logging and coring to 
determine whether and in what direction to d r i l l 
horizontally. If a decision is made to d r i l l 
horizontally, the Applicant will plug back and 
set whipstock as necessary to initiate medium 
radius curvature to facilitate drilling hori
zontally. Horizontal drilling shall be at a 
direction due North, due East or at a North
easterly direction from the vertical wellbore. 
The horizontal hole shall be terminated at a 
location no closer than 660 feet to any outside 
boundary of the spacing and proration unit. 

Said location is approximately 20 miles Southwest of 
White City, New Mexico. 

By copy of this letter to a l l parties shown on 
Exhibit A to the Amended Application, we are forwarding a 
copy of the Amended Application and notifying them by 
Certified Mail Return Receipt Requested that they have the 
right to appear at the hearing to make a statement to the 
Division, to present evidence and cross examine witnesses 
either in support of or in opposition to the Application. 
Those parties are directed to contact the Division or the 
Applicant's attorney to determine what additional rights 
they may have. 

Very truly yours, 

Sealy H. Cavin, Jr. 

SHC:meh 
Enclosure 

cc: George L. Scott, Jr. (w/encl.) 
Dan M. Leonard (w/encl.) 
John C. Byers (w/encl.) 



STATE OF NEW MEXICO 
DEPARTMENT OF ENERGY AND MINERALS 

OIL CONSERVATION DIVISION 
HOM 

IN THE MATTER OF THE 
APPLICATION OF STRATA PRODUCTION COMPANY 
FOR A HORIZONTAL DIRECTIONAL DRILLING 
PILOT PROJECT 
EDDY COUNTY, NEW MEXICO CASE NO.: 

A M E N D E D 
A P P L I C A T I O N 

COMES NOW Strata Production Company, by and through 

i t s attorneys, Modrall, Sperling, Roehl, Harris & Sisk, 

P.A., and applies to the New Mexico Oil Conservation 

Division to i n i t i a t e a horizontal directional d r i l l i n g 

pilot project in the SE< of Section 18, T26S, R25E, 

N.M.P.M., Eddy County, New Mexico forming a standard 160 

acre gas spacing and proration unit in the Bone Spring 

Formation, by commencing i t s Yeso H i l l s Federal #1 Well at 

a surface location 1,780 feet FEL and 460 feet FSL of said 

Section 18. Applicant proposes to d r i l l to a true 

v e r t i c a l depth of approximately 4,900 feet in the Bone 

Spring Formation. Applicant intends to evaluate the 

v e r t i c a l well by logging and coring to determine whether 

and in what direction to d r i l l horizontally. I f a 

decision i s made to d r i l l horizontally, the Applicant w i l l 

plug back and set whipstock as necessary to i n i t i a t e 

medium radius curvature to f a c i l i t a t e d r i l l i n g hori

zontally of approximately 1,200 feet. Horizontal d r i l l i n g 

shall be at a direction due North, due East or at a 

Northeasterly direction from the v e r t i c a l wellbore. No 

part of the horizontal hole shall be closer than 660 feet 



to any outside boundary of the spacing and proration 

unit. Said location is approximately 20 miles Southwest 

of White City, New Mexico. In support hereof Applicant 

will show: 

1. Applicant proposes to d r i l l i t s Yeso Hills 

Federal #1 Well at a surface location 1,780 feet FEL and 

460 feet FSL of Section 18, T26S, R25E, N.M.P.M. , to a 

total true vertical depth of approximately 4,900 feet in 

the Bone Spring Formation. 

2. Applicant proposes to evaluate the vertical well 

by logging and coring to determine in what direction to 

d r i l l horizontally. 

3. If a decision is made by Applicant to d r i l l 

horizontally. Applicant will plug back and set whipstock 

as necessary to initiate medium radius curvature to 

facilitate the drilling of a horizontal hole. 

4. Applicant proposes that the horizontal drilling 

shall be at a direction due North, due East or at a 

Northeasterly direction from the vertical wellbore. 

5. No part of the horizontal hole shall be closer 

than 600 feet to any outside boundary of the spacing and 

proration unit. 

6. The spacing unit for the Yeso Hills Federal #1 

Well is the SE< of said Section 18. 

7. Applicant has the right to d r i l l the Yeso Hills 

Federal #1 Well by virtue of farmouts from A-H 1980 
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Program, Inc. and Bonneville Fuels Corporation covering 

various lands including the SE< of Section 18. 

8. Notice i s being provided to the Offset Operators 

l i s t e d on Exhibit A hereto. 

9. The proposed horizontal section of the wellbore 

w i l l be located in the Bone Spring Formation. 

10. Applicant seeks approval of this Amended Appli

cation in order to determine i f this type of wellbore and 

completion in the Bone Spring Formation w i l l result in the 

recovery of substantially greater amounts of hydrocarbons 

from the Bone Spring Formation than would normally be 

recovered by a conventional well completion thereby 

improving ultimate recovery and preventing waste. 

11. Applicant seeks approval of i t s proposed un

orthodox surface location. 

WHEREFORE, after notice and hearing, the Appli

cant requests that this Application be granted. 

Respectfully submitted, 

MODRALL, SPERLING, ROEHL, 
HARRIS St SISK, P.A. 

Attorneys for Applicant 
500 Fourth Street, N.W. 
Suite 1000 
P.O. Box 2168 
Albuquerque, NM 87103 

0841w 
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EXHIBIT A TO STRATA -RODUCTION 
COMPANY AMENDED APPLICATION TO 
DRILL A HORIZONTAL WELL. 

EXHIBIT A 

OFFSET OPERATORS 

1. AH - 1980 Program, Inc. 
1201 Louisiana, Suite 700 
Houston, Texas 77002-5681 

Attention: Henry Hansen, Senior Landman 

2. Bonneville Fuels Corporation 
1600 Broadway, Suite 1110 
Denver, Colorado 80202 

Attention: L.D. L i l l o , Senior Landman 

3. E l Paso Natural Gas Company 
c/o Meridian O i l Inc. 
21 Desta Drive 
Midland, Texas 79705 

Attention: Mario R. Moreno, J r . , Senior Landman 

0841w 



P 55b ^57 b47 

3. Artiel* AddrMMd to 
AH - 1980 Program, Inc. 
1201 Louisiana, Suite 700 
Houston, Texas 77002-5681 

4. Artota Numb* 

P 556 957 647 
TyMof SaritoK 
LJ nijjfnn"i ~* • ii 
I 2 C « « M • coo 

3. AiDcto AddfWMd to* 

Bonneville Fuels Corporation 
1600 Broadway, Suite 1110 
Denver, Colorado 80202 

Attn: L.D. Lillo, Senior 
Landman 

6. S l g m a m ^ 
X 
7. DmofMKrary 

HOY 12 *#>, 

a. • 

P 556 957 648 

3811, M«. im * as.op.0. «••-««-§•» UUMMIII: RETURN 

i * 

RECEIPT FOR CERTIFIED MAIL 
MC NS*BANCE COVcSAGE WJY'QED 

N0T FOR INTERNATIONAL MAIL 

i See Reverse) 
"Henry Hansen \ Sen, to 

flT-r-l Q30 Program. Inc. 
Street ana No . _ n n 

1201 LouiPTanaf Suite 700. 
PO State ana ZIP Code r , - m 

iHnn^t- .on. TX 7 7 0 0 2 - 5 6 8 1 
Postage 

s 
e 
£ 
o 
U. </> 
0. 

Ceni'iea Fee j 

Soeoa" Delivery c e e 1 
Restricted Deiive'v Fee 

i 
I 

| Return Receipt snowing 
10 wnom and date Denve'eo 

1 

Return Receipt snowing to whom 
Date ana Address ol Deiwerv 

TOTAL Postage ana Fees ; i 
j 

Postman Of Date 

11/20/89 

P SS.b 157 t.na 

RECEIPT FOR CERTIFIED MAIL 
NO INSURANCE COVERAGE PROv'DEO 

NOT FOR INTERNATIONAL MAIL 

(See Reverse) 

sent to Attn: L.D. L i l l o 
3onneville Fuels; Corp. 
Street ana No 

1600 Broadway, Suite 1110 
P O State and ZIP Code 

Denver. CO 80202 
Postage s 

Certified Fee 

Special Oelivery Fee 

Restricted Oelivery Fee 

Return Receipt showing 
to whom and Date Delivered 

Return Receipt snowing to whom 
Date and Address of Delivery 

TOTAL Postage and Fees 5 

Postmark or Date 

11/20/89 



UMTB) STATU POTTAL 
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P 55b 157 bMl 

RECEIPT FOR CERTIFIED MAIL 
NO NSURANCE COVERAGE PROVIDED 

NOT COR INTERNATIONAL VAIL 

i See Reverse} 

senile At tn : Mario R. Morenc 
El Paso Natural Gas Co. 
street ana NO c/o Meridian O i l Ins 
21 Desta Drive 

P O State ana ZIP Code 

Midland, TX 79705 
p ostage 

Certit.ed p e e 

Soecai Delivery Fee 

^estr'C'.ed Oe'werv Fee 

Return ^ece'D* Sn0vvmg 
?o *rorr- ana Date De'^erea 

^e'urn Receipt snowing :c whorr 
Date arc Aadress Dei-ve'v 

' O T A L Postage ana Fees i 

Dost-^a rK or 3ate 

11/20/89 

,Jr 

Y 
f IHWm ConvkM Kama 1 iM 2 wtien m t t . i MrvtON an O M M . and oompkm Kama 
W ^ t d ^ l r » t l » * ^ t T O r 1 M T a ' t p » « Ptfcw ta do tf* **5 

3. Artiota AddroaMd to: 
El Paso Natural Gas*£cpany 
c/o Meridian Oil Irffe. 
21 Desta Drive 
Midland, Taacas 79705 
Attn: Mario H. Wsgwotfthr., 

Senior Lantern 

4. Arttota Number 
P 556 957 649 

3. Artiota AddroaMd to: 
El Paso Natural Gas*£cpany 
c/o Meridian Oil Irffe. 
21 Desta Drive 
Midland, Taacas 79705 
Attn: Mario H. Wsgwotfthr., 

Senior Lantern 

Typ# of 4W^O«K 
Q n J ' O kiaurad 
U CaMNM • COO 
ObpraaalM D f e f f f f f l B . 

3. Artiota AddroaMd to: 
El Paso Natural Gas*£cpany 
c/o Meridian Oil Irffe. 
21 Desta Drive 
Midland, Taacas 79705 
Attn: Mario H. Wsgwotfthr., 

Senior Lantern 
T A#Aiwiir»A«Mwa» ffkry 

111 Uimmijmtpmli 
T A#Aiwiir»A«Mwa» ffkry 

111 Uimmijmtpmli 
T A#Aiwiir»A«Mwa» ffkry 

111 Uimmijmtpmli 



RETURN Print •araJar'a nam, addraaa, and ZIP Coda in the apace below. 
TO Sealy H. Cavin, Jr., Esq. 

Mnrrrall. Srrelina. Roehl. Harris & Sisk. "PA 

Post Office Box 2168 

Albuquerque, IM 87103 



Form approved. 

F rm 3 1 6 0 - 5 U ' 1 ' T E D S T A T E S S U B M I T I N T B I " C A T E * 
( N o v e m b e r 1 9 8 3 ) b / % r - - r u r - , . , T r n m n < 0 t n t r ' ° " r u c t l . So re-

frurmeriy 9-33i) DEPARTML..f OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT 

B u d g e t B u r e a u N o . 1 0 0 4 - 0 1 3 5 

E x p i r e s A u g u s t 3 1 , 1985 

5. 1.1131 DESIGNATION AND SS1IAL NO 

NM 30886-A 

SUNDRY NOTICES AND REPORTS ON WELLS 
(Do not use this f o r m f o r proposal" to d r i l l or to deepen or p lug back to a d i f fe ren t reservoir . 

U w " A P P L I C A T I O N FOR P E R M I T — " for auch proposals.) 

8. IF INDIAN. ALLOTTEE OK TUBE NAME 

1 

W I L L D WELL L S OTB CB 

7. UNIT 401BBMBNT N a n s 

2. H m i o r O P E B A T O B 

STRATA PRODUCTION COMPANY 

8. I a n OB LEASE NAMB 

YESO H I L L S FEDERAL 
3. ADoatsa o r o m i t o t 

648_PETROLEUM^ BUILDINS_RO_S_WELL^_JIEWU^IEXLCCL. S&2Q1 
4. L O C A T I O N OK W E L L (Report locut ion clearly and I D accordance w i t h any State requirements .* 

See also 3puce 17 below.) 
At surface 

OLD LOCATION: 1 9 8 0 ' FEL & 6 6 0 ' FSL 
NEW LOCATION: 1 7 8 0 ' FEL & 4 6 0 ' FSL 

8. W I L L KO. 

#1 * 
10. r iELD ANO POOL, OB WILDCAT 

WILDCAT BONESPRING 

3. ADoatsa o r o m i t o t 

648_PETROLEUM^ BUILDINS_RO_S_WELL^_JIEWU^IEXLCCL. S&2Q1 
4. L O C A T I O N OK W E L L (Report locut ion clearly and I D accordance w i t h any State requirements .* 

See also 3puce 17 below.) 
At surface 

OLD LOCATION: 1 9 8 0 ' FEL & 6 6 0 ' FSL 
NEW LOCATION: 1 7 8 0 ' FEL & 4 6 0 ' FSL 

1 1 . SBC., T.. » . , at., OB I U . AMD 
SOBVBT OB AJLSA 

SEC. 1 8 , T 2 6 S . R25E 
14. PERMIT NO. 1 15 ELEVATION;* (Show whether l>¥, ST, CR, etc.) 

! GL 3 8 3 9 ' 

12. COUNTT O* PABISU 

EDDY 

13. STATE 

NM 

Check Appropriate Box To Indicate Nature of Notice, Report, or Otfwr Data 

NOTICE O r I N T E N T I O N TO : 

TEST WATER S U C T - O r r 

KHACTLRE TREAT 

SHOOT OR ACIDIZR 

UCPAlR W E L L 

P t ' I . L OR ALTER ( s S I ^ G 

M U L T I P L E COMPI F.Tt 

A B A N D O N • 

CMA-NGE PLANS 

other) AMEND SURFACE LOCATION j X ; 

SUBSEQUENT BBPOBT OV : 

VVATEB SHUT o r r 

r K A C T l ' B E T B E A T M E N T 

SHOOTING OR A C I D I Z I N G 

B E F A I B I R Q W E L L 

A L T E B I N G CASINO 

A B A N D O N M E N T * 

(Other) 
I NOTE: Krport result* of maltlpis completion on Well 
Completion iir Recoupletloa Report sad Log form.) 

17 uhs< I I D I j-ROi-ostD OR Co*t 1'i.tTtL» o t 'KKATio(Clear ly M.itn all pertinent details, and £lve pertinent dates, Including estimated date of starting any 
proposed work. If well is directionally drilled, give subsurface locations and measured and true vertical depths for all markers aad loaes perti
nent to this work.) * 

AMEND LOCATION OF WELL TO: 1780' FEL & 460' FSL 
SEC. 18, T26S, R25E 

BEFORE EXAMINER 
0^4- t»_\A. a.c tv 

OIL CONSERVATION DIVISION 

CASE NO. 

. EXH:3!T NO. 

TITLE VICE PRESIDENT nan. NOV. 21 , 1 989 

(This space for Federal or State office use) 

APPROVED BT 

CONDITIONS OF APPROVAL, IF ANT : 

TITLE . DATS 

*Se« Instructions on Revert* Side 

T i t l e IS U.S.C. Section 1001, makes i t a cr ime lor any person knowing ly and w i l l f u l l y to make to any department or agency of the 
Lin tt-o Statfcs j r . v f « ; * * , f i c t i t i o j - i or fr . l U . - m state ~it-n;s or representations as to .irtv -natter •vtthtri i ts Syris-h " i ' r t . 



timil In Appropriate 
.tiicl Off.ce 
iic Lease - 4 copiel 
c Leave - 3 copiet 

5IRICLI 
J. Bon 1980, Hobbs, NM 88240 

S IKICT II 
J. Drawer DD, Anetia, NM 88210 

S1ELCL1U 
UO kio Brazos Rd., Aztec, NM 87410 

^ State of New Mexico % 
Energy, Minerals and Natural Resources Departmenl 

OIL CONSERVATION DIVISION 
P.O. Box 2088 

Santa Fe, New Mexico 87504-2088 

WELL LOCATION AND ACREAGE DEDICATION PLAT 
All Distances must bo from ttw outer boundariess ot BIG section 

C-102 ' Form 
RcvlHd 1J-89 

Strata Production Company 
iii Letter 

0 
Section 

18 
.liul footage Location ot Well: 

Township 

26 South 

Lease 

Yeso H i l l s Federal 
Range 

25 East 
. N M P M . 

1 
County 

Eddy 

460 feel from the South line ind 
1780 

uund level Elev. 

3834 
Producing Formation Pool 

feel from tlic 
East 

line 
Dedicated Acreage: 

Arret 
1. Outline the acreage dedicated to the subject well by colored pencil or tuchurr n ils on the pi at below. 

2. If more than one lease it dedicated to the well, outline each and identify the ownership thereof {both at lo working interesl and royally). 

3. If more than one lease of diflerent ownership is dedicated lo the well, have the interest of all owners been consotidaled by communitizalion, 
unitization, force-pooling, etc.? 

| | Yet Q No If answ er is "yes" type of consolidation 
If answer it "no" list the owners and tract descriptions which have actually been consolidated. (Use reverse tide of 
thii form if ncccessary. 
No allowable will be assigned to the well until all interests have been consolidated (by communitization, unitization, forced-pooling, or otherwise) 
or until a non-standard unit, eliminating inch interest, hat been approved by the Division. 

r 

3839 

3835.3 

38 

38 

178Q' 

0.5 

OPERATOR CERTIFICATION 
/ herehy certify that iht information 

contained herein in true ond, complete to tht 
best of my knowledge add belief. , 

Signature 

James G. McClelland 
Printed Name 

Vice Pres/Admin 
Position 

S t r a t a P r o d u c t i o n Co. 

i 110 6fA 990 U20 1650 1980 2)10 2640 20O0 Ijtnn inoo 5no 

Company 

November 29, 1989 
Dale 

SURVEYOR CERTIFICATION 

/ hereby certify that Ihe well location thown 
on lha plat war plotted from field notes of 
actual surveys made by ml or under my 
suptrvison, and that Ihe tame is true and 
correct lo the best of my knowledge and 
belief. 

Date Surveyed 

November 2 

P. R 



1- J im J l o o — i 
(November 1983) 
(funnarly 9 - 3 J 1 C ) UN i TED STATES 

DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT 

b U U a U i IN T h l C A T i * 

(Oilier liihtrucV , oo 
reverie tide) 

Korm approved . 

Budget Bureau No. 1004-0136 
Expires August 31, 1985 

APPLICATION FOR PERMIT TO DRILL, DEEPEN, OR PLUG BACK 
l u . T I P S or wokk 

b T I P * or W I L L 

O I L I—j 

DRILL B DEEPEN • 
OAS 
W I L L a SINGLE 

SONE 

PLUG BACK • 

2. NAM I Or OPESATOS 

Strata Production Company 
3. tocsins or OPCSATOK 

648 Petroleum Building Roswell^ New Mexico 88201 
« i.uCA'j'iuN~br W E L £ ~ (Kepor't location clearly sod i a accordance with all? B u t e requlreuieuta * I 

At nurture 

1980'FEL 6 660' FSL 
At propuaed prod, tone 

Same 
14 UlkTANCE IN MILES AND BISECTION rSOM NEAEEST TOWN Ok P O S T o m t i ' 

20 Miles SW of White Ci ty , New Mexico 

a. LEAaa uaaiuNanuN A N D akaiAL no. 

NM-30886-A 
0. ur I N D I A N , A L L O T T M ok Tkiaa M A M S 

T. U N I T aanaxuBNT K A M I 

b. r u n OS L E A N S . M A U I 

Yeso Hills Federal 
8. WELL MO. 

#1 
10. r u L U A N D F O O L . Ok W I L D C A T 

t̂ fcgvtrtJnd. Bone Spr ings 
11. u c , T., a., M. . oa a m . 

AMU k U B V k r O k AkEA _ _ 

S-18 T - 2 6 - S , R-25-E 

12. C O U N T I oa FAkikH 13. S T A T S 

Eddy NM 
10 DISTANCE rkOM PkOPONtD* 

UICATIUN TU MtAkkkT 
f a o f k a r r ok L K A H K L I N K , r r . 
(Alao to aeareat drlg. uult Hue, If ui iy) 

18 L U T A M t r a o u I'korokio L O C A T I O N * 
JO NIAIIAkT Wkl.L, DKlLl.lNO, COUPLETED, 

ok APPLIED rok, ON T H I S L E A S E , r r . 

660' 

660* 

Hi. No o r Ai'itna IN Lkaua 

800 ACf? lS 
11) I'Hill'OKICI) UII'TU 

4900' 

17. No. Ur Al'kkli A«kl<iNkl> 
TO THIS WELL 

160 
KU. k u T A k f Uk CAkl .k TUOLk 

Rotary 
-i l . E L E V A T I O N S (Bbow w b a t t a D F , R T , OR, tie.) 

CL 3839' 
82. APPkOl. DATS WOkk WILL BTAST* 

November 10, 1989 
P R O P O S E D C A S I N G AND C t M l i N T l N C P K O G K A M 

s u a or HOLS aizk o r C A S I N O W K I U I I T r k K r O O T S E T T I N G D E P T H QUANTITY u r C K H C N T 

12i" 8 5/8" 24# 1200' 308sx "Lite" 6 360sx " C " 
circulate 

7 7/8" 5i" 15.5# 4900' 300sx class M C " 

A] Will drill to depth sufficient to test the Bone Spring formation. 
B] Mud Program: 

0-1200' native mud 
1200'- total depth, cut brine with starch for water loss control. 

C] Blow out preventer will be installed. 
D] Logs will be r u n . 

IN AW'Vt S P A C E DISCklBE PkOrosiD PSOOkAM : I t propo&al la to deepen or plug back, gWe data on present productive sose and propoaed new productive 
a .in'. If propoaal l i to dri l l or deepeii d lrect lunal l / , f i v e perl luenl duta on aubaurface locatluna and oieaaurrd aud true vertical deplua. Give blowout 
lin vriiter program, If any. 

i t O p e r a t o r 10-02-89 

(Tblk apace (or f e d e r a l or State offlce uae) 

APPkOVAL D A T E . 

APPKOVEO k j 
CONDITIONS Or APPkOVAL, IP ANY : 

*S«e. Instructiont On Revert*. Side 
T i t l e 18 U . S . C . S e c t i o n 1 0 0 1 , m a k e s it a c r i m e for any p e r s o n k n o w i n g l y and w i l l f u l l y to make to any department or a g e n c y of the 
U n i t e d S t a t e s any f a l s e , f i c t i t i o u s or fraudulent s t a t e m e n t s or r e p r e s e n t a t i o n s a s lo any matter w i t h i n i ts j u r i s d i c t i o n . 



STATE Of NEW MEXICO 
ENERGY ANO MINERALS DEPARTMENT 

( - C O N S E R V A T I O N D I V I S I O N I 
r. o. aox zoss v 

S A N T A F E , NEW M E X I C O 37501 
All diciafivaa «wa( to ttmm th* outer b*i*idail*e «4 lh« S«c«l«n. 

farm C-102 
lattlti 10-t-78 

•rotot L e a s * Wall No . 

Strata Production Company Yeso Hil ls Federal 1 
II L « u « r Section Township Range Courtly 

0 18 26 South 25 East Eddy 
lual r o a l o a * Locat ion a l Weill 

660 laal I ron I h * SOUth it n. end 1980 trom the E a S t Una 

aund Laval dev . 

3839 
Producing Formation 

3^t- rSp 
Pool Dedicated Acieoaei 

I C O Acr.. 
i—s -' •> 'I • • ; ii—I :—3 •— -1 

1. Outline tbe acreage dedicated lo the subject well by colored pencil or hachure marks on the plat below 

2. If more than one leaae ia dedicated to the well, outline each and identify the ownership thereof (both aa to working 
interest and royally). 

3. If more than one lease of different ownership ia dedicated to the well, have the intereata of all owners been consoli
dated by communitization, unitization, force-pooling, etc? 

{ | Yea Q No If anawer ia "yea" type of consolidation 

If anawer ia "oof liat the owners and tract descriptions which have actually been consolidated. (Use reverse side of 
this form if "ar-eaaary \ 

No allowable will be assigned to the well until all inleres 
forced-pooling, or otherwise) or until a non-standard unit, e 

have been consolidated (by communitization, unitization, 
minating such interests, has been approved by the Division. 



SURFACE -J5S 

AMD OPSHATIONS /'LAN 

W e U S a n a : Yeso Hil ls Federal #1 

L o c a t i o n : Section 18, T -26 -S . R-25-E Eddy C o u n t y . New Mexico 

I , E x i s t i n g fcoadj: Exh ib i ts A S B are topograph ic S Lease maps of the roads and 
other wells in the area. 

2 . P l a n n e d A c c e s s R o a d s : Approx imate ly 600* o f new road wi l l be requ i red to join 
the pad to the access road . See E x h i b i t ' A : 1 

3. Location of Exist ing Wells: See Exhibit "B". 

4. Location of Tank Batteries , Production F a c i l i t i e s , and Production, 
G i t h e r i . i g , «r.:id S e r v i c e L i n e s : Stock tanks and p roduc t ion faci l i t ies wi l l be 

on locat ion. Gather ing and serv ice l ine locations are pending due to 
sucess in complet ing th is well as a commercial p roduce r . i 

5 . L o c a t i o n and Type o f W a t e r S u p p l y ( r i v e r s , c r e e k s , l a k e s , p o n d s , w e l l s ) : 
, P|ans include d r i l l i ng th is well w i th f resh wa te r . Water wi j l be obtained t h r u 

p r i va te and commercial sources and wi l l be t ranspor ted over ex is t ing and planned 
access roads. 

6. Source cf Construction Materials: Will be handled by dirt contractors. 

7 . Methods o f H a n d l i n g Waste D i s p o s a l : Dr i l l cu t t i nqs to reserve p i ts al lowing fo r 
f lu ids evaporat ion un t i l d r v . Pits wil l be fenced . Water wi l l be disposed of in a BLM 
approved disposal system. C u r r e n t laws on human waste wi l l be complied w i t h . 
Produced oi l wi l l be stored in tanks un t i l so ld . ' T r a s h wi l l be covered w i th 2U" of 
d i r t . T r a s h and debr is wi l l be removed from well s i te w i th in 30 days o f complet ion. 

8. Anci l lary F a c i l i t i e s : None required. 



9 . W e l l S i t e L a y o u t : Exh ib i t " C " shows the pad layout . Surface wi l l be completed 
w i th caliche and the reserve p i ts l ined w i th p las t i c . 

10. Plans for Restoration of the Surface: After completion, all unnecessary 
equipment wi l l be removed. Pits wi l l be f i l led and location cleaned o f all t rash and 
j u n k . Any p i t s wi l l be fenced un t i l they are f i l l ed . I f abandoned, al l rehabi l i ta t ion 
and vegetat ion requirements fo r the BLM wi l l be fol lowed and all p i t s wi l l be f i l led 
and leveled w i th in 90 days a f te r abandonment. 

11. Other Information: The topography of the location is relatively light rolling hills. 
the topsoi l at the proposed d r i l l s i te and access road is p r imar i l y sand wi th v e r y 
l i t t le loam. Veqat ive cover is g rass , mesquite, yucca, sage and miscellaneous w i l d -
f lowers . Wi ld l i fe includes coyotes, r a b b i t s , roden ts , rep t i l es , dove and q u a i l . No 
streams in area. No evidence of archaeological , h is tor ica l or cu l t u ra l s i tes. 

12. Lessee's or Operator's Representative: 

James C. McClelland or Frank S. Morgan 
6*t8 Petroleum Bu i ld ing 

Roswell . New Mexico 88201 

Business Phone: 622-1127 or 365-2971 
Home Phone: 624-1858 or 365-2919 

13. C e r t i f i c a t i o n : 

I hereby c e r t i f y that I , or persons under my di r e c t 
supervision, have inspected the proposed d r i l l s i t e 
and access route: that I am familiar with the condi
tions which presently exist: that the statements 
made i n t h i s plan are, to the best of my knowledge, 
true and correct: and, that the work associated 
with the operations proposed herein w i l l be performed 
by Strata Operating Company and i t s contractors 
and sub-contractors in convormity with t h i s plan and 
the terms and conditions under which i t i s approved.. 

October 03, 1989 
Date Company Representative 

Vice President Admin is t ra t ion 
T i t l e 
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November 2 1 , 1989 

Michael E. Stogner, Petroleum Engineer 
O i l Conservation D i v i s i o n 
State of New Mexico 
Energy and Minerals Department 
Post O f f i c e Box 2088 
Santa Fe, New Mexico 87504-2088 

David R. Catanach, Petroleum Engineer 
O i l Conservation D i v i s i o n 
State of New Mexico 
Energy and Minerals Department 
Post O f f i c e Box 2088 
Santa Fe, Nep-Jfesi-eo ^87504-2088 

Case 9830, A p p l i c a t i o n of St ra ta 
Production Company f o r an Unortho
dox repeat ion and a Hor i zon t a l Well 

Gentlemen: 

This w i l l c o n f i r m my telephone conversjatlon wi th , 
Mr. Stogner regarding the rescheduling o f / ' Case 9830, 
Amended A p p l i c a t i o n of S t ra ta Production f o r a« Unorthodox 
Locat ion and Hor izon ta l W e l l , f o r Wednesday, December 13,,., 
198JL Than-k you f o r your assistance i n t h i s matter . ' ' 

Very t r u l y yours , 

SHCrmeh 

cc: Dan M. Leonard 
John C. Byers 
George L. Scot t , J r . 
James G. McClelland 
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November 21, 1989 

Michael E . Stogner, Petroleum Engineer 
O i l Conservation Divis ion 
State of New Mexico 
Energy and Minerals Department 
Post Off ice Box 2088 
Santa Fe, New Mexico 87504-2088 

David R. Catanach, Petroleum Engineer 
O i l Conservation Divis ion 
State of New Mexico 
Energy and Minerals Department 
Post Off ice fiox 2088 
Santa Fe, New Mexico 87504-2088 

Re: Case 9830, Application of Strata 
( Production £&m~pany for an Unortho-
\ dox Lopa-fcion and a Horizontal Well 

Gentlemen: 

This w i l l conf i rm my telephone conversat ion w i t h 
Mr. Stogner regarding the rescheduling of Case 9830, 
Amended A p p l i c a t i o n of St ra ta Production f o r an Unorthodox 
Locat ion and Hor i zon ta l Wel l , f o r Wednesday, raecemher ]_3_̂_ 
L989. Thank you f o r your assistance i n t h i s mat ter . 

SHC:meh 

cc: Dan M. Leonard 
John C. Byers 
George L. Scot t , J r . 
James G. McClelland 



^CEIVED 
UNITED STATES DEPARTMENT OF THE INTERIOR 

89 W 30 flft fi r« 
" 0 BUREAU OF LAND MANAGEMENT 

Carlsbad Resource Area Headquarters 
P. 0. BOX 1778 

Carlsbad, New Mexico 83220 
3162 (067) 

NOY 2 8_ 1989 

Meaorandua 

District Manager (06!>) To: 

Froa: Area Manager (067) 

Subject: Request for Suspension of Lease Tera for ?JM-30sS6(A) 

We hereby recoaaend that lease nuaber SM-30886(A), which encoapasaes tbe SE1/4 
of Sec. 7, the Sl/2 of Sec. 8, the HW1/4NW1/4 of Sec. 17, aad the El/2 of Sec. 
18, a l l in T26S, 325 E; KHPM, have ita primary lease tara suspended. The 
effective date of the suspension ahouid be Hoveaber 1, 1989, and the 
suspension should run for ninety (90) days froa thia date or until spudding 
occurs, whichever occurs first. This lease is to expire at aidaight on 
Hoveaber 30, 1989. 

Ue received a letter froa Dan H. Leonard, President of Leonard Resources 
Investaent Corporation on Noveaber 17, 1989 requesting said suspension of 
lease tern. Strata Production Coapany is planning to dr i l l a wildcat gas well 
in the Bone Spring formation utilising horizontal drilling techniques in the 
SW1/4SE1/4 of Sec. 18, T26S, R25E; MMPM. Mr. Leonard is baaing his request on 
Strata's need for a foraal hearing as required by the KHOCD before the 
Division will approve the use of horizontal drilling techniques. The earliest 
available KMOCD docket ia Hoveaber 29, 1989. 

Please note that on January 31, 1990, or when the well is spudded, whichever 
occurs first, the lease suspension ahall expire, aad the lease will revert 
back to its priaary tera with thirty (30) days remaining ln the priaary tera. 

Please contact us if additional information is required. 

Orig, S ;;. by Richard L Manus 

067:SShaw:at:WANG#0027L.l 
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November 17, 1989 

9$ u 

HAND DELIVERED 

Mr. W i l l i a m J . LeMay, Chmn. and D i r e c t o r 
O i l Conservation D i v i s i o n 
State of New Mexico 
Energy and Minerals Department 
State Land O f f i c e B u i l d i n g 
Old Santa Fe T r a i l 
Santa Fe, New Mexico 87501 

Re: Amended A p p l i c a t i o n f o r S t ra ta Product ion Company 
For A u t h o r i t y to D r i l l a H o r i z o n t a l Wel l P i l o t 
P r o j e c t , Yeso H i l l s Federal #1 W e l l , Eddy County, 
New Mexico. 

Dear Mr. LeMay: 

On behalf of S t ra ta Product ion Company, I would 
appreciate your having the enclosed Amended A p p l i c a t i o n 
set f o r hearing on the next a v a i l a b l e Examiner's Docket 
now scheduled f o r November 29, 1989. This Amended 
A p p l i c a t i o n amends S t r a t a ' s A p p l i c a t i o n made by our 
correspondence to you dated November 17, 1989. 

I suggest the f o l l o w i n g f o r an advertisement f o r the 
Docket and newspaper: 

Amended A p p l i c a t i o n of St ra ta Product ion Company 
f o r a H o r i z o n t a l D i r e c t i o n a l D r i l l i n g Well i n Eddy 
County, New Mexico. App l i can t i n the above s t y l e d 
cause seeks a u t h o r i t y to i n i t i a t e a h o r i z o n t a l 
d i r e c t i o n a l d r i l l i n g p i l o t p r o j e c t i n the SE< of 



Mr. W i l l i a m J. LeMay, Chmn. and D i r e c t o r 
O i l Conservation D i v i s i o n 

Section 18, T26S, R25E, N.M.P.M., Eddy County, New 
Mexico forming a standard 160 acre gas spacing and 
p r o r a t i o n u n i t i n the Bone Spring Formation, by 
commencing i t s Yeso H i l l s Federal #1 Well at an 
unorthodox surface l o c a t i o n 1,780 f e e t FEL and 460 
f e e t FSL of said Section 18. Applicant proposes to 
d r i l l to a t r u e v e r t i c a l depth of approximately 4,900 
feet i n the Bone Spring Formation. Applicant intends 
to evaluate the v e r t i c a l w e l l by logging and coring 
to determine whether and i n what d i r e c t i o n to d r i l l 
h o r i z o n t a l l y . I f a decision i s made to d r i l l 
h o r i z o n t a l l y , the Applicant w i l l plug back and set 
whipstock as necessary to i n i t i a t e medium radius 
curvature to f a c i l i t a t e d r i l l i n g h o r i z o n t a l l y . 
H o r izontal d r i l l i n g s h a l l be at a d i r e c t i o n due 
North, due East or at a Northeasterly d i r e c t i o n from 
the v e r t i c a l wellbore. The h o r i z o n t a l hole s h a l l be 
terminated at a l o c a t i o n no closer than 660 fe e t to 
any outside boundary of the spacing and p r o r a t i o n 
u n i t . 

Said l o c a t i o n i s approximately 20 miles Southwest of 
White C i t y , New Mexico. 

By copy of t h i s l e t t e r to a l l p a r t i e s shown on 
E x h i b i t A to the Amended A p p l i c a t i o n , we are forwarding a 
copy of the Amended A p p l i c a t i o n and n o t i f y i n g them by 
C e r t i f i e d Mail Return Receipt Requested t h a t they have the 
r i g h t to appear at the hearing to make a statement to the 
D i v i s i o n , to present evidence and cross examine witnesses 
e i t h e r i n support of or i n opposition to the A p p l i c a t i o n . 
Those p a r t i e s are d i r e c t e d to contact the D i v i s i o n or the 
Applicant's attorney to determine what a d d i t i o n a l r i g h t s 
they may have. 

SHC:meh 
Enclosure 

cc: George L. Scott, J r . (w/encl.) 
Dan M. Leonard (w/encl.) 
John C. Byers (w/encl.) 

Very t r u l y yours, 

Sealy H. Cavin, J r . 
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November 7, 1989 

HAND DELIVERED 

Mr. William J . LeMay, Chmn. and Director 
O i l Conservation Divis ion 
State of New Mexico 
Energy and Minerals Department 
State Land Of f i ce Building 
Old Santa Fe T r a i l 
Santa Fe, New Mexico 87501 

NOV 
OIL 

7 7&c 
Cotis^Ario, 
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Re: Application of Strata Production Company 
For Authority to D r i l l a Horizontal Well 
P i lo t Project , Yeso H i l l s Federal #1 Well 
Eddy County, New Mexico 

Dear Mr. LeMay: 

On behalf of Strata Production Company, I would 
appreciate your having the enclosed Application set for 
hearing on the next avai lable Examiner's Docket now 
scheduled for November 29, 1989. 

I suggest the following for an advertisement for the 
Docket and newspaper: 

A p p l i c a t i o n of S t ra ta Production Company f o r a 
Hor i zon ta l D i r e c t i o n a l D r i l l i n g Well i n Eddy 
County, New Mexico. Appl ican t i n the above 
s t y l e d cause seeks a u t h o r i t y to i n i t i a t e a 
h o r i z o n t a l d i r e c t i o n a l d r i l l i n g p i l o t p r o j e c t i n 
the SE14 of Section 18, T26S, R25E, N.M.P.M. , Eddy 
County, New Mexico forming a standard 160 acre 



Mr. W i l l i a m J. LeMay, Chmn. and Director 
O i l Conservation D i v i s i o n 
November 7, 1989 
Page 2 

gas spacing and p r o r a t i o n u n i t i n the Bone Spring 
Formation, by commencing i t s Yeso H i l l s Federal 
#1 Well at a surface l o c a t i o n 1,980 f e e t FEL and 
660 f e e t FSL of said Section 18. Applicant 
proposes to d r i l l to a true v e r t i c a l depth of 
approximately 4,900 fee t i n the Bone Spring 
Formation. Applicant intends to evaluate the 
v e r t i c a l w e l l by logging and coring to determine 
whether and i n what d i r e c t i o n to d r i l l h o r i 
z o n t a l l y . I f a decision i s made to d r i l l 
h o r i z o n t a l l y , the Applicant w i l l plug back and 
set whipstock as necessary to i n i t i a t e medium 
radius curvature to f a c i l i t a t e d r i l l i n g h o r i 
z o n t a l l y . Horizontal d r i l l i n g s h a l l be at a 
d i r e c t i o n due North, due East or at a North
e a s t e r l y d i r e c t i o n from the v e r t i c a l wellbore. 
No part of the h o r i z o n t a l hole s h a l l be closer 
than 660 feet to any outside boundary of the 
spacing and p r o r a t i o n u n i t . 

Said l o c a t i o n i s approximately 20 miles Southwest of 
White C i t y , New Mexico. 

By copy of t h i s l e t t e r to a l l p a r t i e s shown on 
E x h i b i t A to the A p p l i c a t i o n , we are forwarding a copy of 
the A p p l i c a t i o n and n o t i f y i n g them by C e r t i f i e d Mail 
Return Receipt Requested th a t they have the r i g h t to 
appear at the hearing to make a statement to the D i v i s i o n , 
to present evidence and cross examine witnesses e i t h e r i n 
support of or i n opposition to the A p p l i c a t i o n . Those 
p a r t i e s are d i r e c t e d to contact the D i v i s i o n or the 
Applicant's attorney to determine what a d d i t i o n a l r i g h t s 
they may have. 

SHC:meh 
Enclosure 

cc: George L. Scott, Jr. 
Dan M. Leonard 
John C. Byers 



STATE OF NEW MEXICO 
DEPARTMENT OF ENERGY AND MINERALS 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE 
APPLICATION OF STRATA PRODUCTION COMPANY 
FOR A HORIZONTAL DIRECTIONAL DRILLING 
PILOT PROJECT 
EDDY COUNTY, NEW MEXICO 

{ ! 

CASE NO 

A P P L I C A T I O N 

COMES NOW Strata Production Company, by and through 

i t s attorneys, Modrall, Sperling, Roehl, Harris & Sisk, 

P.A., and applies to the New Mexico O i l Conservation 

Division to i n i t i a t e a horizontal directional d r i l l i n g 

p i l o t project i n the SE% of Section 18, T26S, R25E, 

N.M.P.M., Eddy County, New Mexico forming a standard 160 

acre gas spacing and proration unit i n the Bone Spring 

Formation, by commencing i t s Yeso H i l l s Federal #1 Well at 

a surface location 1,980 feet FEL and 660 feet FSL of said 

Section 18. Applicant proposes to d r i l l to a true 

v e r t i c a l depth of approximately 4,900 feet i n the Bone 

Spring Formation. Applicant intends to evaluate the 

ve r t i c a l well by logging and coring to determine whether 

and i n what direction to d r i l l horizontally. I f a 

decision is made to d r i l l horizontally, the Applicant w i l l 

plug back and set whip stock as necessary to i n i t i a t e 

medium radius curvature to f a c i l i t a t e d r i l l i n g h o r i 

zontally of approximately 1,200 feet. Horizontal d r i l l i n g 



s h a l l be at a d i r e c t i o n due North, due East or at a 

Northeasterly d i r e c t i o n from the v e r t i c a l wellbore. No 

part of the h o r i z o n t a l hole s h a l l be closer than 660 fee t 

to any outside boundary of the spacing and p r o r a t i o n 

u n i t . Said l o c a t i o n i s approximately 20 miles Southwest 

of White C i t y , New Mexico. I n support hereof Applicant 

w i l l show: 

1. Applicant proposes t o d r i l l i t s Yeso H i l l s 

Federal #1 Well at a surface l o c a t i o n 1,980 fee t FEL and 

660 f e e t FSL of Section 18, T26S, R25E, N.M.P.M., to a 

t o t a l t r u e v e r t i c a l depth of approximately 4,900 feet i n 

the Bone Spring Formation. 

2. Applicant proposes to evaluate the v e r t i c a l w e l l 

by logging and coring to determine i n what d i r e c t i o n to 

d r i l l h o r i z o n t a l l y . 

3. I f a decision i s made by Applicant to d r i l l 

h o r i z o n t a l l y , Applicant w i l l plug back and set whipstock 

as necessary to i n i t i a t e medium radius curvature to 

f a c i l i t a t e the d r i l l i n g of a h o r i z o n t a l hole. 

4. Applicant proposes t h a t the h o r i z o n t a l d r i l l i n g 

s h a l l be at a d i r e c t i o n due North, due East or at a 

Northeasterly d i r e c t i o n from the v e r t i c a l wellbore. 

5. No part of the h o r i z o n t a l hole s h a l l be closer 

than 660 feet to any outside boundary of the spacing and 

p r o r a t i o n u n i t . 
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6. The spacing u n i t f o r the Yeso H i l l s Federal #1 

Well i s the SE% of said Section 18. 

7. Applicant has the r i g h t to d r i l l the Yeso H i l l s 

Federal #1 Well by v i r t u e of farmouts from A-H 1980 

Program, Inc. and Bonneville Fuels Corporation covering 

various lands inc l u d i n g the SE% of Section 18. 

8. Notice i s being provided to the Offset Operators 

l i s t e d on E x h i b i t A hereto. 

9. The proposed h o r i z o n t a l section of the wellbore 

w i l l be located i n the Bone Spring Formation. 

10. Applicant seeks approval of t h i s A p p l i c a t i o n i n 

order to determine i f t h i s type of wellbore and completion 

i n the Bone Spring Formation w i l l r e s u l t i n the recovery 

of s u b s t a n t i a l l y greater amounts of hydrocarbons from the 

Bone Spring Formation than would normally be recovered by 

a conventional w e l l completion thereby improving u l t i m a t e 

recovery and preventing waste. 

WHEREFORE, a f t e r notice and hearing, the Applicant 

requests t h a t t h i s A p p l i c a t i o n be granted. 

Respectfully Submitted: 

MODRALL, SPERLING, ROEHL, 
HARRIS & SISK, P.A. 

By: 

Attorneys f o r Applicant 
500 Fourth Street, N.W. 
Suite 1000 
P.O. Box 2168 
Albuquerque, NM 87103 

0 6 6 1 w 
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E X H I B I T A TO STRATA PRODUCTION 

COMPANY A P P L I C A T I O N TO D R I L L A 

H O R I Z O N T A L WELL. 

EXHIBIT A 

OFFSET OPERATORS 

1. AH - 1980 Program, Inc. 
1201 Louisiana, Suite 700 
Houston, Texas 77002-5681 

A t t e n t i o n : Henry Hansen, Senior Landman 

2. Bonneville Fuels Corporation 
1600 Broadway, Suite 1110 
Denver, Colorado 80202 

A t t e n t i o n : L.D. L i l l o , Senior Landman 

3. El Paso Natural Gas Company 
c/o Meridian O i l Inc. 
21 Desta Drive 
Midland, Texas 79705 

A t t e n t i o n : Mario R. Moreno, J r . , Senior Landman 

0 6 6 1 W 
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STATE OF NEW MEXICO 
DEPARTMENT OF ENERGY AND MINERALS 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE 
APPLICATION OF STRATA PRODUCTION COMPANY 
FOR A HORIZONTAL DIRECTIONAL DRILLING 
PILOT PROJECT 
EDDY COUNTY, NEW MEXICO CASE NO 

A M E N D E D 
A P P L I C A T I O N 

COMES NOW St r a t a Production Company, by and through 

i t s a t t o r n e y s , M o d r a l l , S p e r l i n g , Roehl, H a r r i s & Sisk, 

P.A., and applies t o the New Mexico O i l Conservation 

D i v i s i o n t o i n i t i a t e a h o r i z o n t a l d i r e c t i o n a l d r i l l i n g 

p i l o t p r o j e c t i n the SE< of Section 18, T26S, R25E, 

N.M.P.M., Eddy County, New Mexico forming a standard 160 

acre gas spacing and p r o r a t i o n u n i t i n the Bone Spring 

Formation, by commencing i t s Yeso H i l l s Federal #1 Well at 

a surface l o c a t i o n 1,780 f e e t FEL and 460 f e e t FSL of said 

Section 18. Appl i c a n t proposes t o d r i l l t o a t r u e 

v e r t i c a l depth of approximately 4,900 f e e t i n the Bone 

Spring Formation. Applicant intends t o evaluate the 

v e r t i c a l w e l l by logging and cor i n g t o determine whether 

and i n what d i r e c t i o n t o d r i l l h o r i z o n t a l l y . I f a 

de c i s i o n i s made to d r i l l h o r i z o n t a l l y , the Appl i c a n t w i l l 

plug back and set whipstock as necessary to i n i t i a t e 

medium radius curvature t o f a c i l i t a t e d r i l l i n g h o r i 

z o n t a l l y of approximately 1,200 f e e t . H o r i z o n t a l d r i l l i n g 

s h a l l be at a d i r e c t i o n due North, due East or at a 

Nor t h e a s t e r l y d i r e c t i o n from the v e r t i c a l w e l l b o r e . No 

pa r t of the h o r i z o n t a l hole s h a l l be close r than 660 f e e t 



to any outside boundary of the spacing and p r o r a t i o n 

u n i t . Said l o c a t i o n i s approximately 20 miles Southwest 

of White C i t y , New Mexico. I n support hereof Applicant 

w i l l show: 

1. Applicant proposes t o d r i l l i t s Yeso H i l l s 

Federal #1 Well at a surface l o c a t i o n 1,780 fee t FEL and 

460 fee t FSL of Section 18, T26S, R25E, N.M.P.M., to a 

t o t a l t r u e v e r t i c a l depth of approximately 4,900 f e e t i n 

the Bone Spring Formation. 

2. Applicant proposes to evaluate the v e r t i c a l w e l l 

by logging and coring to determine i n what d i r e c t i o n to 

d r i l l h o r i z o n t a l l y . 

3. I f a decision i s made by Applicant to d r i l l 

h o r i z o n t a l l y , Applicant w i l l plug back and set whipstock 

as necessary to i n i t i a t e medium radius curvature to 

f a c i l i t a t e the d r i l l i n g of a h o r i z o n t a l hole. 

4. Applicant proposes t h a t the h o r i z o n t a l d r i l l i n g 

s h a l l be at a d i r e c t i o n due North, due East or at a 

Northeasterly d i r e c t i o n from the v e r t i c a l wellbore. 

5. No part of the h o r i z o n t a l hole s h a l l be closer 

than 600 f e e t to any outside boundary of the spacing and 

p r o r a t i o n u n i t . 

6. The spacing u n i t f o r the Yeso H i l l s Federal #1 

Well i s the SE< of said Section 18. 

7. Applicant has the r i g h t to d r i l l the Yeso H i l l s 

Federal #1 Well by v i r t u e of farmouts from A-H 1980 
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Program, Inc. and Bonneville Fuels Corporation covering 

various lands i n c l u d i n g the SE< of Section 18. 

8. Notice i s being provided to the Offset Operators 

l i s t e d on E x h i b i t A hereto. 

9. The proposed h o r i z o n t a l section of the wellbore 

w i l l be located i n the Bone Spring Formation. 

10. Applicant seeks approval of t h i s Amended A p p l i 

c a t i o n i n order to determine i f t h i s type of wellbore and 

completion i n the Bone Spring Formation w i l l r e s u l t i n the 

recovery of s u b s t a n t i a l l y greater amounts of hydrocarbons 

from the Bone Spring Formation than would normally be 

recovered by a conventional w e l l completion thereby 

improving u l t i m a t e recovery and preventing waste. 

11. Applicant seeks approval of i t s proposed un

orthodox surface l o c a t i o n . 

WHEREFORE, a f t e r notice and hearing, the A p p l i 

cant requests t h a t t h i s A p p l i c a t i o n be granted. 

Respectfully submitted, 

MODRALL, SPERLING, ROEHL, 
HARRIS & SISK, P.A. 

Attorneys f o r Applicant 
500 Fourth Street, N.W. 
Suite 1000 
P.O. Box 2168 
Albuquerque, NM 87103 

0841w 
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EXHIBIT A TO STRATA PRODUCTION 
COMPANY AMENDED APPLICATION TO 
DRILL A HORIZONTAL WELL. 

EXHIBIT A 

OFFSET OPERATORS 

1. AH - 1980 Program, Inc. 
1201 Louisiana, Suite 700 
Houston, Texas 77002-5681 

A t t e n t i o n : Henry Hansen, Senior Landman 

2. Bonneville Fuels Corporation 
1600 Broadway, Suite 1110 
Denver, Colorado 80202 

A t t e n t i o n : L.D. L i l l o , Senior Landman 

3. El Paso Natural Gas Company 
c/o Meridian O i l Inc. 
21 Desta Drive 
Midland, Texas 79705 

A t t e n t i o n : Mario R. Moreno, J r . , Senior Landman 

0841w 


