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December 18, 1989 

State of New Mexico 
O i l Conservation Division 
P.O. Box 2088 
Santa Fe, NM 87504-2088 

Attention: Victor Lyon 

RE: Application f o r Hearing 
Unorthodox loca t i o n 
Rule 104, Well Spacing (F) Unorthodox Locations 
D i r e c t i o n a l D r i l l i n g 
Rule 111, Direct i o n a l D r i l l i n g 

Gentlemen: 

This l e t t e r i s to serve as an o f f i c i a l application that i t i s the 
int e n t of McKay O i l Corporation (Applicant) to reenter two wells 
located i n Chaves County, New Mexico, f o r the purpose of 
d i r e c t i o n a l d r i l l i n g i n the Abo formation. The d i r e c t i o n a l 
d r i l l i n g w i l l be i n two directions from the present wellbore for 
a length of approximately 300 feet. These two wells, which are 
described below: 

Well Name: McKay Harvey Federal #1 
Surface Location: 660 FEL & 660 FSL 

Section 17-9S-25E 
Chaves County, NM 

Deviation Points 960 FEL & 660 FSL 
660 FSL & 960 FEL 

Well Name: L. L. & E. Federal #3 
Surface Location: 660 FNL & 1485 FWL 

Section 12-6S-22E 
Chaves County, NM 

Deviation Points 660 FNL & 1184 FWL 
729 FNL & 1776 FWL 

L E A S E S P R O D U C T I O N I N V E S T M E N T S 
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Oil Conservation Division 
December 18, 1898 

This Application was verbally given to the OCD and a hearing has 
been scheduled i n Santa Fe at the O i l Conservation Division 
Conference Room on January 10, 1990 at 8:30 A.M. before an OCD 
Examiner. A number and s t y l e of t h i s case has not been assigned 
and McKay O i l Corporation requests that one be assigned at your 
e a r l i e s t convenience. 

As required under Rule "N" of the Rules and Regulations of the 
State of New Mexico, Energy and Minerals Department, O i l 
Conservation Di v i s i o n , notice must be given to o f f s e t operators. 
Yates Petroleum Corporation i s the only o f f s e t operator to both 
of the wells and a notice of hearing has been mailed on t h i s 
date, a copy of which i s attached hereto. A copy of the return 
receipt w i l l be forwarded to you upon receipt. 

Thank you for your cooperation and assistance. 

Very t r u l y yours, 

MCKAY OIL CORPORATION 

.Barnes L. Schultz 
V.P. Land & Legal 

JLS/ml 
c e r t i f i e d mail 
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Yates Petroleum Corporation 
207 S. Fourth Street 
Artesia, New Mexico 88210 

Attention: Randy Patterson 

RE: Notice of Hearing 
Unorthodox lo c a t i o n 
Rule 104, Well Spacing (F) Unorthodox Locations 
D i r e c t i o n a l D r i l l i n g 
Rule 111, D i r e c t i o n a l D r i l l i n g 

Dear Randy: 

This l e t t e r i s t o serve as o f f i c i a l notice that i t i s the 
int e n t of McKay O i l Corporation (Applicant) to reenter two wells 
located i n Chaves County, New Mexico, f o r the purpose of 
d i r e c t i o n a l d r i l l i n g i n the Abo formation. The d i r e c t i o n a l 
d r i l l i n g w i l l be i n two directions from the present wellbore for 
a length of approximately 300 feet. These two wells, which are 
described below, are offset s to Yates Petroleum Corporation 
leases: 

Well Name: 
Surface Location: 

Deviation Points 

Well Name: 
Surface Location: 

Deviation Points 

McKay Harvey Federal #1 
660 FEL & 660 FSL 
Section 17-9S-25E 
Chaves County, NM 

960 FEL & 660 FSL 
660 FSL & 960 FEL 

L. L. & E. Federal #3 
660 FNL & 1485 FWL 
Section 12-6S-22E 
Chaves County, NM 

660 FNL Sc 1184 FWL 
729 FNL & 1776 FWL 

L E A S E S P R O D U C T I O N I N V E S T M E N T S 
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Yates Petroleum 
December 18, 1989 

As required under Rule "N" of the Rules and Regulations of the 
State of New Mexico, Energy and Minerals Department, O i l 
Conservation Di v i s i o n , notice must be given to o f f s e t operators. 
Therefore, please be advised that the hearing i s to be held i n 
Santa Fe at the O i l Conversation Division Conference Room on 
January 10, 1990 at 8:30 A.M. before an OCD Examiner. A number 
and s t y l e of t h i s case w i l l be assigned at a l a t e r date and w i l l 
be forwarded to you upon receipt. 

Since the d i r e c t i o n a l d r i l l i n g w i l l not be any closer to the 
outside Section l i n e than i s allowed under normal OCD rules and 
regulations, i t i s requested that Yates Petroleum Corporation 
consent to the d i r e c t i o n a l d r i l l i n g and waive i t s r i g h t s to 
appearance i n said hearing. Should t h i s meet wi t h your approval, 
please sign i n the space provided below and return to the above 
address. 

Thank you f o r your cooperation and assistance. 

Very t r u l y yours, 

MCKAY OIL CORPORATION 

4ames L. Schultz 
V.P. Land & Legal 

JLS/ml 
c e r t i f i e d mail 

AGREED to t h i s day 
of December, 1989. 

YATES PETROLEUM CORPORATION 

BY: 
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December 20, 1989 

State of New Mexico 
Oil Conservation Division 
P.O. Box 2088 
Santa Fe, New Mexico 87504-2088 

Gentlemen: 

Enclosed please find a copy of the return receipt regarding the letter sent 
to you on December 18, 1989. 

Please make this an attachment. 

I f you have any questions, feel free to c a l l . 

Very t r u l y yours, 

McKAY OIL CORPORATION 

V.P. Land § Legal 

JLS/ml 

Enclosure. 

LEASES PRODUCTION INVESTMENTS 
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December 12, 1989 

State o f New Mexico 
O i l Conservation D i v i s i o n 
P.O. Box 2088 

Santa Fe, New Mexico 87504-2088 

A t t e n t i o n : V i c t o r T. Lyon 

RE: D i r e c t i o n a l D r i l l i n g 

Gentlemen: 
This l e t t e r i s t o request an a d m i n i s t r a t i v e d e c i s i o n as t o 
c e r t a i n r u l e s and r e g u l a t i o n s w i t h regards t o permission t o 
reenter producing w e l l s and d i r e c t i o n a l d r i l l w i t h i n an orthodox 
l o c a t i o n . I t i s the i n t e n t o f McKay O i l Corporation t o reenter 
the two w e l l s as set f o r t h below: 

(1) Well Name: 
Surface Location: 

McKay-Harvey Fed. 
660 FSL & 660 FEL 
Sec. 17-9S-25E 
Chaves County, NM 

#1 

D e v i a t i o n Points: 960 FSL & 660 FEL 
660 FSL & 960 FEL 

(2) Well Name: 
Surface Location: 

D e v i a t i o n Points: 

L. L. & E. Fed. #3 
1485 FWL & 660 FNL 
Sec. 12-6S-22E 
Chaves County, NM 

7 29 FNL & 
660 FNL & 

1776 
1184 

FWL 
FWL 

The reason f o r the requested d e v i a t i o n o f d r i l l i n g i s f o r the 
purpose o f enhancement o f gas recovery by means o f c r e a t i n g 
c o n t r o l l e d communication o f n a t u r a l f r a c t u r e s as opposed t o 
u n c o n t r o l l e d communication by t r a d i t i o n a l f r a c technology. New 
Mexico O i l Conservation D i v i s i o n Rule 111 seems t o be unclear as 

LEASES PRODUCTION I N V E S T M E N T S 
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O i l Conservation Division 
December 12, 19 89 

to n o t i f i c a t i o n to o f f s e t operators with regards to the deviation 
for t h i s reason. Paragraph (g) merely states that "Permission to 
deviate a wel l i n any manner or fo r any other reason not provided 
for i n these rules w i l l be granted only a f t e r notice and 
hearing." I t appears that since the two wells were o r i g i n a l l y 
d r i l l e d on orthodox locations and the deviation points desired 
w i l l be at orthodox locations, that no n o t i f i c a t i o n i s necessary 
to o f f s e t operators. 

Therefore, McKay O i l Corporation does hereby request an 
administrative c l a r i f i c a t i o n as to t h i s matter. Your immediate 
a t t e n t i o n to t h i s matter would be greatly appreciated. 

Very t r u l y yours, 

MCKAY OIL CORPORATION 

/ames L. S^chultz 
V.P. Land & Legal 

JLS/ml 


