
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: 

IN THE MATTER OF CASE 10653 
BEING REOPENED PURSUANT TO 
THE PROVISIONS OF DIVISION 
ORDER NO. R-9842-A, WHICH 
ORDER ESTABLISHED A TEMPORARY 
OIL ALLOWABLE OF 300 BARRELS 
OF OIL PER DAY FOR THE NORTH
EAST LEA-DELAWARE POOL IN LEA 
COUNTY, NEW MEXICO. 

APPLICATION OF ARMSTRONG 
ENERGY CORPORATION FOR A 
SPECIAL GAS/OIL RATIO FOR THE 
NORTHEAST LEA-DELAWARE POOL, 
LEA COUNTY, NEW MEXICO. 

Reopened Case No. 10653 

Case No. 11225 

Order No. R-9842-B 

ORDER OF THE DIVISION 

BY THE DIVISION; 

This' cause came on f o r hearing a t 8:15 a.m. on March 16, 
1995, at Santa Fe, New Mexico, before Examiner Michael E. 
Stogner. 

NOW, on t h i s 24th day of J u l y , 1995, 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 p u b l i c n o t i c e having been given as r e q u i r e d by 
law, the D i v i s i o n has j u r i s d i c t i o n i n each of these caused and 
the s u b ject matter t h e r e o f . 

(2) By Order No. R-8233 issued on May 29, 1986, the 
D i v i s i o n created and d e f i n e d the Northeast Lea-Delaware Pool 
which c u r r e n t l y comprises the f o l l o w i n g acreage i n Lea County, 
New Mexico: 



Case Nos. 10653 (Reopened) and 11225 
Order No. R-9842-B 
Page 2 

Township 19 South, Range 34 East, N.M.P.M. 

Section 34: 
Section 35: 

E/2 
SE/4 

Township 20 South, Range 34 East, N.M.P.M. 

Section 2 
Section 3 
Section 4 
Section 9 
Section 10 

A l l 
NE/4 and S/2 
SE/4 
NE/4 
NE/4 and W/2 

(3) By Order No. R-9842-A issued i n de nc.o Case No. 
10653 on March 10, 1994, the New Mexico O i l Conservation 
Commission, upon the a p p l i c a t i o n of Armstrong Energy 
Corporation ("Armstrong") e s t a b l i s h e d a temporary s p e c i a l o i l 
a l l o w a b l e of 3 00 b a r r e l s of o i l per day f o r the Northeast Lea-
Delaware Pool. 

(4) Pursuant t o the p r o v i s i o n s of Order No. R-9842-A, 
Case 10653 i s being reopened a t t h i s time i n order t o allow 
the operators i n the Northeast Lea-Delaware Pool t o appear and 
show cause why the o i l allowable f o r the pool should not 
r e v e r t back t o the statewide depth bracket allowable of 107 
b a r r e l s of o i l per day. 

(5) Mallon O i l Company ("Mallon"), another operator i n 
the Northeast Lea-Delaware Pool, appeared at the hearing and 
presented evidence i n support of adopting a permanent o i l 
allowable of 300 b a r r e l s per day. 

(6) At the time of hearing Case 10653 was cons o l i d a t e d 
w i t h Case 11225 which was c a l l e d on the a p p l i c a t i o n of 
Armstrong f o r adoption of a Special Gas-Oil Ratio f o r the 
Northeast Lea-Delaware Pool of 3000 cubic f e e t of gas per 
b a r r e l of o i l produced. 

(7) Since the temporary o i l allowable f o r t h i s pool was 
adopted, a d d i t i o n a l w e l l s have been d r i l l e d i n t h i s pool, 
a d d i t i o n a l p r o d u c t i o n h i s t o r y and a d d i t i o n a l bottomhole 
pressure data from t h i s pool has been obtained and c e r t a i n 
p r o d u c t i o n t e s t s have been conducted on w e l l s i n t h i s pool. 

(8) The evidence e s t a b l i s h e d the Northeast Lea-Delaware 
Pool produces o i l from two primary r e s e r v o i r s , the " f i r s t " 
sand and the " t h i r d " sand, t h a t are separated by the "second" 
sand which contains water. Although the sands below the 
" t h i r d " sand show some p o t e n t i a l f o r development, they are not 
s i g n i f i c a n t c u r r e n t o i l producers. 
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(9) Geologic and engineering evidence shows the " f i r s t " 
sand t o be the main pay i n the poo l . This sand has a strong 
edge water d r i v e as evidenced by constant low GOR's, good 
r e s e r v o i r pressure and f l a t p r o d u c t i o n curves, which shows 
t h a t c u r r e n t p r o d u c t i o n r a t e s r e s u l t i n the e f f i c i e n t 
displacement of o i l . 

(10) The evidence shows t h a t the " t h i r d " sand e x h i b i t s a 
str o n g water d r i v e as evidenced by constant GOR's, st a b l e 
bottomhole pressures, a d e f i n a b l e o i l - w a t e r contact, f l a t 
p r o d u c t i o n curves and p r o l i f i c producing w e l l s . 

(11) The two primary r e s e r v o i r s i n the pool have the 
ca p a c i t y t o exceed t-T±e statewide depth bracket allowable of 
107 BOPD. 

(12) Without the s p e c i a l 300 BOPD allowable and 
corresponding 3000 t o 1 GOR, operators w i l l be r e s t r i c t e d t o 
producing from o n l y one of the two primary r e s e r v o i r s w h i l e 
the o f f s e t t i n g w e l l could produce from the other primary 
r e s e r v o i r thereby causing the v i o l a t i o n of c o r r e l a t i v e r i g h t s . 

(13) The c o n t i n u a t i o n of the s p e c i a l 3 00 BOPD o i l 
all o w a b l e w i t h a corresponding 3 000 t o 1 GOR w i l l a f f o r d the 
operators- i n the pool the o p p o r t u n i t y t o p r o t e c t c o r r e l a t i v e 
r i g h t s by c o n c u r r e n t l y producing both of the two primary 
r e s e r v o i r s i n the pool i n order t o prevent uncompensated 
drainage by o f f s e t t i n g w e l l s . 

(14) Mallon presented petroleum engineering evidence 
which demonstrates t h a t a 3 00 BOPD allo w a b l e i s needed t o 
ensure t h a t a l l producing zones are e f f e c t i v e l y f r a c t u r e 
s t i m u l a t e d , cleaned up and e f f i c i e n t l y produced thereby 
s i g n i f i c a n t l y i n c r e a s i n g u l t i m a t e recovery and pr e v e n t i n g 
waste. 

(15) Armstrong's engineering data demonstrates t h a t 
w i t h o u t pressure drawdown i n the r e s e r v o i r and the development 
of a secondary gas cap t o f o r c e updip edge o i l i n t o downdip 
producing w e l l s , approximately 200,000 b a r r e l s of o i l could be 
wasted. This a d d i t i o n a l a t t i c o i l can be recovered by 
i n c r e a s i n g the allowable which w i l l cause pressure r e d u c t i o n 
i n the r e s e r v o i r and a secondary gas cap t o form, thus f o r c i n g 
the updip o i l downdip t o be captured by producing w e l l s . 

(16) Continuing t o produce w e l l s i n t h i s pool under the 
s p e c i a l o i l allowable and the higher r a t e which w i l l r e s u l t 
from the approval o f a g a s - o i l r a t i o of 3000 cubic f e e t of gas 
per b a r r e l of o i l produced w i l l not r e s u l t i n the coning of 
water a n d . w i l l not r e s u l t i n the waste of hydrocarbons. 
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(17) Unless the requested higher a l l o w a b l e r a t e s are 
approved, w e l l s i n the " f i r s t " sand cannot c u r r e n t l y be 
produced and reserves w i l l be drained from t h i s i n t e r v a l 
thereby i m p a i r i n g the c o r r e l a t i v e r i g h t s of i n t e r e s t owners i n 
t h i s p o o l . 

(18) A permanent s p e c i a l o i l a l l o w a b l e of 3 00 b a r r e l s of 
o i l per day f o r the Northeast Lea-Delaware Pool and a s p e c i a l 
g a s - o i l r a t i o of 3000 cubic f e e t o f gas per b a r r e l of o i l 
produced therefrom are necessary t o permit operators t o manage 
t h i s pool t o produce i t at i t s maximum e f f i c i e n t r a t e thereby 
p r e v e n t i n g waste and p r o t e c t i n g " o r r e l a t i v e r i g h t s . 

IT IS THEREFORE ORDERED THAT: 

(1) The Special O i l Allowable of 300 b a r r e l s of o i l per 
day f o r the Northeast Lea-Delaware Pool, Lea County, New 
Mexico, as promulgated by Commission Order No. R-9842-A, i s 
hereby continued i n f u l l f o r c e and e f f e c t u n t i l f u r t h e r order 
of the D i v i s i o n . 

(2) The a p p l i c a t i o n of Armstrong Energy Corporation i n 
Case No.- 11225 i s hereby approved. Special r u l e s and 
r e g u l a t i o n s f o r the Northeast Lea-Delaware Pool i n Lea County, 
New Mexico, p r e v i o u s l y d e f i n e d and c l a s s i f i e d , are hereby 
promulgated as f o l l o w s : 

SPECIAL RULES AND REGULATIONS 
FOR THE 

NORTHEAST LEA-DELAWARE POOL 
RULE 1. Each w e l l completed or re-completed 
w i t h i n designated boundary of the Northeast Lea-
Delaware Pool s h a l l be produced i n accordance w i t h 
the Special Rules h e r e i n set f o r t h . 

RULE 2. The l i m i t i n g g a s / o i l r a t i o f o r sa i d 
Northeast Lea-Delaware Pool s h a l l be 3,000 cubic 
f e e t - of gas per b a r r e l of o i l produced; each 
p r o r a t i o n u n i t i n s a i d pool s h a l l produce only t h a t 
volume of gas eq u i v a l e n t t o 3,000 m u l t i p l i e d by the 
top u n i t depth bracket allowable set f o r the pool 
(which remains t o be 3 00 b a r r e l s of o i l per day). 

(3) J u r i s d i c t i o n of t h i s cause i s r e t a i n e d f o r the e n t r y 
of such f u r t h e r orders as the D i v i s i o n may deem necessary. 
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DONE at Santa Fe, New Mexico, on the day and year 


