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Mr. William Lemay
New Mexico 0il Conservation Division
State Land Office Building

Santa

Re: Case No.

Fe, New Mexico

Dear Mr. Lemay:

ATTORNEYS AT LAW

500 MARQUETTE N.wW,, SUITE 800
ALBUQUERQUE, NEW MEXICO 87102~2i2]

(505) 768-1500

FAX (505) 768-1529

OF COUNSEL
0. M. CALHOUN*
MACK EASLEY
JOE W. WOOD
RICHARD S. MORRIS

CLARENCE E, HINKLE (i901-t3885]
W E BONDJRANT, JR. {19134973)
ROY C. SNODGRASS, UR. i9id-1987)

February 15, 1991

87501

9420 (reopened)

Cox, EaAToN, COFFIELD & HENSLEY

700 UNITED BANK PLAZA
POST OFF:CE BOX IC
ROSWELL, NEW MEXICO 882C2
(505) €22-6510
FAX (505) 623-9332

2800 CLAYDESTA NATIONAL BANK BU _DING
POST OFFICE BOX 3580
MIDLAND, TEXAS 79702

(21S) €83-4691
FAX (915) 683-8518

1700 TEAM BANK BUILDING
POST OFFICE BOX 9238
AMARILLO, TEXAS 79105

(806) 372-5569
FAX (808) 372-97861

218 MONTEZUMA
POST OFFICE BOX 2068
SANTA FE, NEW MEXICQ 87504
(505) 982-4554
FAX {SO5) 982-8623

SEPEWED

Lruiy by

o wldiiueh?

On behalf of Union 0il Company of California, attached is a
list of findings and a conclusion which Unocal requests be

included in the order entered in the above case.
with 320 acre spacing.

pcol in which it operates at some later date.

Unocal agrees

However, it does not want to be
foreclosed from seeking infill drilling for the portions of the

Unocal does not anticipate presenting witnesses at the March

21 hearing.

However,

in the event it does,

those witnesses would

be Bill Hering (petroleum engineer), Dan Seamount (geologist),
and Gilbert Montoya (project engineer).

would

be:

Coal isopach map for the Rincon Unit.

Predicted future production.

Predicted drainage map.

GRI coalbed methane study results.

The exhibits presented

Geologic cross-section from the Rincon Unit.

History match of past coal production/model validation.

Coal permeability from pressure buildup analysis.



HINKLE, COX, EaATON, COFFIELD & HENSLEY

Mr. William Lemay

February 14, 1991
Page 2

The evidence, in summary, would concentrate on permeability and
reservoir pressure as it affects recovery of in-place reserves.

Very truly yours,

HINKLE, COX, EATON, COFFIELD &
HENSLEY

JB:1le

cc: Counsel of record /



FINDING NO. : There are areas of the basin where

combinations of reservoir properties may Jjustify infill drilling.

FINDING NO. : Individual operators should be allowed,

on a case by case basis, to present evidence to the Division to
support infill drilling for limited areas of the basin.

RULE 4A: Individual operators may apply to the Division for
permission for infill drilling for specific, limited areas of the

basin.
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ATTORNEYS AT LAW
» ot ng 14 FIH 8 53 EL PATIO BUILDING
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TELEFAX (505) 282-2047
KAREN AUBREY PosT OFFICE Box 2265

CAN D;:E HamvannNn CALLAHAN SANTA FE, NEW MEXICO 87504-2265

JASON KELLAHIN
OF COUNSEL

February 12, 1991

William J. LeMay
0il Conservation Division
Post Office Box 2088

Santa Fo, New Mexicc 87504
Re: Basin Fruitland Coal Gas Rule Hearing
NMOCD Case No. 9420 (Reopened)

Dear Mr. LeMay:

Our firm represents Meridian 0il Inc. in the
referenced matter.

In accordance with the Pre-hearing Conference
Memorandum issued by you dated February 4, 1991, I am
submitting the enclosed proposed rule changes and
furnishing copies to those parties showing an
appearance at the hearing on January 24, 1991.

The Meridian sponsored rule changes are intended

to provide improvements to adminstration of the current
rules.

Mr. Alan Alexander, a landman with Meridian, will
be my witness concerning these proposed amendments.
Based on his extensive experience in dealing with the
current rules, he will *testify that the proposed
changes will "streamline" the administrative processing

of the coal gas well applications and provide needed
flexibility.

I am unable to provide the exact number or

identity of his exhibits, but they will generally be as
follows:

(1) A base map showing the Blanco Mesaverde and
Basin Dakota NSPU solutions and how they have

been used to "solve" the Coal Gas NSPU
problem.



Mr. William J. LeMay
February 12, 1991
Page 2

(2) An illustration of the Rule 5 change.

(3) Documents illustrating the certification
issue raised in the Rule 3 proposed change.

Very tr(\»w’“mq\i
.!z:k;})_ "’ . :
W. Thomas Kel ah;n

WTK/tic

cc: Mr. Alan Alexander
Meridian 0Oil Inc.
Post Office Box 4289
Farmington, New Mexico 87499-4289



COAL GAS RULE MAILING LIST

Randall Davis

BHP Petroleum Inc.

& Desta Drive, Suite 3200
Midland, Texas 79705-5510

William F. Carr, Esqg.
Campbell & Black, P.A.
P.0O. Box 2208

Santa Fe, New Mexico 87504

James Bruce, Esq.

Hinkle, Cox, Eaton, Coffield &
Hensley

500 Marquette, NW, Suite 740
Albuguergue, New Mexico 87102

J. Scott Hall, Esq.

Miller, Stratvert, Torgerson &
Schlenker, P.A.

125 Lincoln Avenue

Santa Fe, New Mexico 87501

Richard L. Virtue, Jr., Esqg.
Sutin, Thayer & Browne

P.O. Box 2187

Santa Fe, New Mexico 87501

Tom Lowry, Esq.
Marathon 0il Company
P.O. Box 552
Midland, Texas 79702

Tom Moore

Phillips Petroleum Company
300 W. Arrington, Suite 200
Farmington, New Mexico 87401



RASIR-FRUITLAND COAL GAS POQL RULES
PRCPCSED ADMIRISTRATIVE AMENDMENTS

(Amendments underlined)

RULE 2. The Division Director may requ 143 the operator of a propesed or
axisting Basin-Fruicland Coal Gas Well, Frultland Sandstone Well, c¢r Plostured
Cl1iffs Sandstone Well, to submit certaln cata as deseribed in Rule (2) above,
whica would otherwise not be required by Division Rules znd Fegulations, in
order to demonstrate to the satlisfaction of the Division that sald well i1z
be or is currently producing from the approprlate ceommon source ¢f aupply. The
confirnaticn by ths Divigion that a well 1s vraduging eyelugivelv from the
2asin-rruitland Cosl Gag Pecl shall consist of avproval of Division Form C-102.

RULE 5, The Superviser of the Aztec district office of the Division shall
have the authority to approve z non-standard gas proration unit within the

asin-rruitland Ccal Gas pcol without znotlice and hearing when ths unorthodox
1 r shepe 13 necaessitated by 2 variation inm the legal sub-division cf the

C

ed Stat=s Public Lands Survey and the nen-standard unit is ne: lass zhan

0% ncr mere than 130% ¢f a standard gas proratiom uziiz, The Supervisor shall
o nave the authoritr t9 apnrove & noeon-standard gag  nroration  unit

ngigting of an entire sovernmental section which contains nct lags thay 70%

ner more than 130X of the acresge agsigned to a standapd gag pperation umit,

Such appreoval shall consist of acceptance of Division Ferm C-102 showing the
proposed non-standard unit and the acreage contained therein.

L

RULE A. The Divialon Director may grant an exceptlion to the requirements
cZ Rule (4) when the unorthodex size or shape of the gag preraticon unit is
necessitated Ty a variation in the lagal subdivision of the United States
fublic Lands Survey aad the non-standard gas proration unit {s lesz than 70%
cr more than 130% of a standard gas proration wunlc, or whera the following
Jacts exist and the follewing provisions are complisd with:

(a) The non-atandard unit congists of quarter-guarter secticng or

lzts that are contiguous by a common bordering side,

(b) The non-standard unit 1lies wholly within a governmental helf
section, excevt as vrovided in varagraph (¢) followinz.

(¢) The mnon-standard upit conforms to a previously =ovproved BRlance
Mesaverde Pool or Basin Dakota Pool nop-atandard unit as evidenced by

applicant's reference to the Division's order number creating the Megssverde or
Dakota non-standard unilt,




'PROPOSED ADMTRISTRATIVE AMRNDMERTS TO THE BASIN
FRUITLARD COAL GAS POOL RULES |

RULE-6. (continued)

{d) The applicant Pregents :written. consent in theé form of waivers
from all offset operators or owners ¢f undrilled tracts and from all operators
cvning Interests iIn the half gection in which the non-standard unit is
sitvated and which acreage 18 not included in sald non-standard unit.

(e) 1In lieu of Paragraph (d) of this rules, the applicant may furnish
proof of the fact that all of the - aforesaid parties were notified by
registered or certified mail of hig intent to form such non-standard unit, The
Divigion Director may approve the application if no such party has entered an

objection to the formation of such non-standard unit within 30 days after the
Diviasion Director has receivad the application,

(£ The Division Director, at his digeretion, mev eet any application
under Rule (6) for public hearing,: :




KELLAHIN, KELLAHIN AND AUBREY
ATTORNEYS AT LAwW
EL PATIO BUILDING
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TELEFAX (505} ©982-2047
KAREN AUBREY POST OFFICE BOX 2265

CAND::E HaMaNN CALLAHAN SANTA FE, NEW MEXICO 87504-2265

JAasON KELLAHIN
OF COUNSEL

October 9, 1990 D
firr .
] £ ’8‘%‘; ~"
- BiLg

Mr. William J. LeMay ONSERVATION Diyjgigy
0il Conservation Division & 5
Post Office Box 2088 L
Santa Fe, New Mexico 87504 HAND DELIVERED '
Re: Basin Fruitland Coal Gas Rules

NMOCD Case No. 9420
Order No. R-8768

- Dear Mr. LeMay:

OQur firm represents Meridian 0il Inc. and
participated on their behalf at the original hearing for
astablishment of the Basin Fruitland Coal Gas rules held in
Farmington on July 6, 1988. Since then, we have continued
to represent Meridian before the Commission concerning their
operations in this pool.

Ordering Paragraph (8) of Order R-8768 provides
that this case will be reopened at an Examiner hearing in
October, 1990 at which time the operators in the subject
pool may appear and present evidence and testimony relative
to the determination of permanent rules and regulations for
this pool.

Meridian believes that the various interests in
the pool will be better served by continuing the temporary
pool rules for an additional six month period.

Meridian respectfully requests that the Division
set this case for hearing on the October 31, 1990 Examiner's
docket for purposes of continuing the temporary rules for an
additional six month period.

Meridian believes that it is premature to have the
permanent pool rule hearing in October, 1990 for reasons
which include the following:



Mr. William J. LeMay
October 9, 1990
Page 2

(1) That it is still uncertain if the IRS
investment tax credit on methane coal gas wells will be
extended beyond its current expiration date of December

31, 1990.

(2) That the bi-state committee between Colorado
and New Mexico has yet to complete its report on well
spacing for the coal gas development in both states.

(3) That additional time is needed to further
evaluate the proper spacing for the pool.

Very truly yours,

q ~

W. Thomas Kgllahin

WTK/tic

cc: Alan Alexander



~ADIVISioN
D

Amoco Production Company

Denver Region

1870 Broadway

P.0. Box 800

Denver, Colorado 80201
303-830-4040

October 8, 1990

Mr. William J. LeMay, Director

New Mexico 0il Conservation Division
P.0O. Box 2088

Santa Fe, New Mexico 87504

Review of NMOCD Order No. R-8768
Basin-Fruitland Coal Gas Pool

Dear Mr. LeMay,

It is the understanding of the members of the Coalbed
Methane Steering Subcommittee that the above captioned
matter will be continued from a scheduled October, 1990
hearing to January, 1991. This will allow for the
completion and presentation of the results of the ongoing
ICF Resources study. It is our opinion that the results of
this study will be of assistance to the Division in
determining appropriate permanent field rules.

On October 17, 1988 the New Mexico 0il Conservation Division
{NMOCD) issued Order No. R-8768 creating and adopting
temporary operating rules for the Basin-Fruitland Coal Gas
Pool. As you are aware, Order No. R-8768 was issued in part
upon the recommendation of the Fruitland Coalbed Methane
Committee. 1In response to the need to develop evidence and
testimony for presentation at the October, 1930 hearing
certain members of the Fruitland Coalbed Methane Committee
as well as other interested members of industry have funded,
in conjunction with the Gas Research Institute (GRI), an
independent study to address spacing related questions for
the Basin-Fruitland Coal Gas Pool. The study is being
performed by ICF Resources under the direction of the
Coalbed Methane Steering Subcommittee and GRI.



In September 1990, we reviewed with the NMOCD the status of
the study efforts. Due to the complexity of the study,
results for all areas of the Basin-Fruitland Coal Gas Pool
will not be available in time for an October hearing.
However, we do expect to complete the study for all areas in
time for a January 1991 hearing.

Very truly yours,

’::§;4726/%V»Af

Jack F. McAnear
for Coalbed Methane Steering Committee

cc: Mr. Dennis Bicknell, Director
Colorado 0il and Gas Conservation Commission
1580 Logan Street, Suite 380
Denver, CO 80203

Mr. Ernie Busch, Deputy 0il & Gas Inspector
New Mexico 0il Conservation Division

Aztec District Office

1000 Rio Brazos Road

Aztec, NM 87410

Steering Subcommittee Members



BASIN-FRUITLARD COAL GAS POOL RULES
PROPOSED ADMIRISTRATIVE AMENDMERTS

(Amendments underlined)

RULE 3. The Division Director may require the operator of a proposed or
existing Basin-Fruitland Coal Gas Well, Fruitland Sandstone Well, or Pictured
Cliffs Sandstone Well, to submit certain data as described in Rule (2) above,
which "would otherwise not be required by Division Rules and Regulations, in
order to demonstrate to the gatisfaction of the Division that said well will
be or is currently producing from the appropriate common source of supply. The
cenfirmation by the Division that a well is vroducing exelusivelvy from the
Basin-Fruitland Coal Gag Pool shall consist of approval of Division Form C-104.

RULE 5. The Supervisor of the Aztec district office of the Division shall
have the authority to approve a non-standard gas proration unit within the
Basin-Fruitland Ccal Gas pool without notice and hearing when the unorthodox
size or shape is necessitated by a variation in the legal sub~division of the
United States Public Lands Survey and the non-standard unit is not lmss than
70% nor more than 130% of a standard gas proration unit, The Supervisor shall
also have the authority to aporove = non-standard gas oproration unit
congsisting of an entire governmental section which contains not lass than 70%
nor morTe than 130% of the acreage agsigned to a standard gas proration unit,
Such approval shall consist of acceptance of Division Form C-102 showing the
proposed non-standard unit and the acresge contained therein.

RULE 6. The Division Director may grent an exception to the requirements
cf Rule (4) when the unorthodox size or shape of the gas . proration unit is
necessitated by a variation in the legal subdivision of the United States
Publie Lands Survey and the non-standard gas proration unit is less than 70%
or more than 130% of a standard gas proration unit, or where the following
facts exist and the following provisions are complied with;

(a) The non-standard unit consisgts of quarter-guarter sections or
lots that are contiguous by a common bordering side,

(b) The non-standard wnit lies wholly withih a governmental half
section, sxceot as vrovided in paragraph (¢) following.

(¢) The non-standard unit conforms to a previously aporoved Blapco
Mesaverde Pool or Basin Daketas Pool non-stapdard unit as  evidenced by

applicant's reference to the Division's order pumber creating the Mesaverde or
Dakota non-standard unit,
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PROPOSED Anwrrg i s 0 HE BASIR
FRULTLARD COAL GAS POOL RULES

- RULE-§.(continued)
L&) "The applicant presests arifven eo
from all offset operators or owners ‘of undrilled .tracts and from all operators

owning interests in the hglf gection "in “vhich the non-standard unit ia
situated and which acreage is not included in said non-standard unit,

(&) In lieu of Paragraph (d) of this rule, the applicant may furnish
proof of the fact that all of the .aforesaid parties were notified by
reglstered or certified mail of his intent to form such non-gtandard unit, The
Division Director may approve the application if no such party has entered an

objection to the formation of such non-standard unit within 30 days after the
Diviasion Director has received the ‘application, '

. £) T Directo etion, may s lication
under Rule (6) for publie hearing,. - ' o

-

ritten. consent in thé form of walvers
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