
PADILLA LAW FIRM, P.A. 
STREET ADDRESS 

1512 ST. FRANCIS DRIVE 

TELEPHONE SANTA FE, NM 87501 FACSIMILE 
505-988-7577 MAILING ADDRESS 

P.O. BOX 2523 
SANTA FE, NM 87504-2523 

505-988-7592 

May 2, 1996 

HAND-DELIVERED 
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2040 S. Pacheco 
Santa Fe, New Mexico 87505 

A t t n : David R. Catanach 

RE: CASE NO. 11481 
APPLICATION OF NEARBURG EXPLORATION 
COMPANY FOR AN UNORTHODOX LOCATION 

Dear Mr. Catanach: 

Enclosed i s the proposed order of Read & Stevens, I n c . , 
i n the above-referenced case as you requested. 

ERNEST L. PADILLA 

ELP/as 
Enclosure 
cc: Read & Stevens, Inc. 

W. Thomas K e l l a h i n , w/encl. 

Hearing Examiner 



Proposed Order of Read & Stevens, I n c . 

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. 11481 
Order No. R-

APPLICATION OF NEARBURG 
EXPLORATION COMPANY FOR 
APPROVAL OF AN UNORTHODOX 
GAS WELL LOCATION, EDDY 
COUNTY, NEW MEXICO. 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on f o r hearing a t 8:15 a.m. on A p r i l 
18, 1996, a t Santa Fe, New Mexico, before Examiner David R. 
Catanach. 

NOW, on t h i s day of , 1996, 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 of t h i s cause and the 
subject matter t h e r e o f . 

2. The A p p l i c a n t , Nearburg E x p l o r a t i o n Company seeks 
approval t o d r i l l i t s proposed Black River "10" Federal Com 
Well No. 1 a t an unorthodox gas w e l l l o c a t i o n 1330 f e e t from 
the North l i n e and 990 f e e t from the West l i n e ( U n i t E) of 
Section 10, Township 24 South, Range 2 6 East, t o be 
dedicated t o a standard 320-acre spacing u n i t c o n s i s t i n g of 
the W/2 of said Section 10 and t o be dedicated t o any and 
a l l p r o d u c t i o n t h e r e i n i n c l u d i n g but not n e c e s s a r i l y l i m i t e d 
t o the undesignated South Carlsbad-Morrow Gas Pool. 



3. At the time of the hearing Read & Stevens, I n c . , a 
diagonal o f f s e t operator of the C r y s t a l Federal No. 1 w e l l 
l o c a t e d 1150 f e e t from the South l i n e and 1650 f e e t from the 
East l i n e of Section 4, Township 24 South, Range 26 East, 
NMPM dedicated t o the E/2 of sa i d Section 4, w i t h production 
from the Undesignated South Carlsbad Morrow Gas Pool, 
appeared a t the hearing hereof i n o b j e c t i o n t o t h i s 
a p p l i c a t i o n and tendered a g e o l o g i c a l witness and o f f e r e d 
evidence i n support of i t s p r o t e s t . 

4. Geological data presented by both p a r t i e s 
i n d i c a t e s t h a t p roduction from the Morrow formation may be 
obtained from various separate sands which may vary i n 
p o r o s i t y , water s a t u r a t i o n , thickness and a r e a l e x t e n t . 

5. Read & Stevens, I n c . , presented evidence t h a t : 

(a) I t s C r y s t a l Federal No. 1 Well i s c u r r e n t l y 
producing from the middle and upper Morrow 
sands and t h a t lower-most gas bearing Morrow 
sands could not be produced through the 
e x i s t i n g wellbore because pr o d u c t i o n from 
the lower-most gas bearing sands had become 
impossible due t o p e r f o r a t i o n of a water 
saturated sand between the lower-most sands 
and the c u r r e n t l y producing upper sands. As 
a consequence, the water s a t u r a t e d sands and 
the lower sands had been mechanically 
i s o l a t e d from the c u r r e n t l y producing upper 
sands. 

(b) The lower-most Morrow sands extend t o 
a p p l i c a n t ' s proposed l o c a t i o n , which i f 
d r i l l e d , would u n f a i r l y a l l ow a p p l i c a n t t o 
d r a i n n a t u r a l gas reserves from such lower-
-most Morrow sands. 

(c) U t i l i z a t i o n of a c r o s s - p l o t p o r o s i t y c u t o f f 
of f i v e percent (5%) has r e s u l t e d i n 
o b t a i n i n g economic produ c t i o n i n r e - e n t r y 
of three w e l l s i n the area and has r e s u l t e d 
i n recovery of n a t u r a l gas t h a t would not 
have otherwise been recovered. 

(d) A standard l o c a t i o n i s s t r u c t u r a l l y higher 
and has greater p o r o s i t y higher than the 
proposed l o c a t i o n . 
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6. A c r o s s - p l o t p o r o s i t y c u t o f f of 8% employed by 
App l i c a n t i s too high, thus s h i f t i n g the geometry and the 
geology of the r e s e r v o i r u n d e r l y i n g the W/2 of Section 10, 
Applica n t ' s proposed spacing u n i t , too f a r east and too f a r 
n o r t h . The c r o s s - p l o t p o r o s i t y g e n e r a l l y used by the o i l 
and gas i n d u s t r y f o r the Southern extension of the South 
Carlsbad Morrow Gas Pool i s 5%. 

7. As a r e s u l t of using a c r o s s - p l o t p o r o s i t y c u t o f f 
of 8%, Ap p l i c a n t f a i l e d t o honor any data from the d r i l l i n g 
of the C&K Petroleum Pennzoil-Federal No. 2 w e l l l o c a t i o n i n 
the SW/4 of Section 10. That data i s : 

(a) The w e l l t e s t e d 1,700 mcfd w i t h no water, 
and, 

(b) the w e l l i s located 92 f e e t updip from the 
Mallon O i l Company O'Neal B Com Well No. 1 
which has produced 3bcf of n a t u r a l gas. 

8. Except f o r the d i f f e r e n c e between 5% and 8% cross-
p l o t p o r o s i t y c u t o f f s employed by the res p e c t i v e p a r t i e s , 
the geologic geometry of the subject area was not 
s u b s t a n t i a l l y d i f f e r e n t . 

9. A w e l l d r i l l e d a t a standard l o c a t i o n would have a 
l i k e l i h o o d of encountering b e t t e r production than one a t the 
proposed unorthodox l o c a t i o n . 

10. A w e l l d r i l l e d a t the proposed l o c a t i o n would 
probably not adequately d r a i n the n a t u r a l gas reserves 
u n d e r l y i n g the SW/4 of Section 10, thus l a t e r r e q u i r i n g 
another w e l l i n said SW/4. 

11. A w e l l d r i l l e d a t the proposed l o c a t i o n would 
impair the c o r r e l a t i v e r i g h t s of Read & Stevens, I n c . , 
which, under the circumstances, would not be cor r e c t e d by 
assessment of a penalty. 

12. The a p p l i c a t i o n should be denied. 

IT IS THEREFORE ORDER THAT: 

1. The a p p l i c a t i o n of Nearburg Production Company f o r 
an unorthodox gas w e l l l o c a t i o n 1330 f e e t from the West l i n e 
of Section 10, Township 24 North, Range 26 East, NMPM, i s 
hereby denied. 



2. 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 
en 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. 

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

STATE OF NEW MEXICO 
OIL CONSERVATION DIVISION 

WILLIAM J. LEMAY 
D i r e c t o r 

S E A L 

f d / 


