STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT

OIL CONSERVATION COMMISSION

IN THE MATTER OF THE HEARING CALLED BY )
THE OIL CONSERVATION COMMISSION FOR THE )
PURPOSE OF CONSIDERING: ) CASE NO. 12,119
)
IN THE MATTER OF THE HEARING CALLED )
BY THE OIL CONSERVATION DIVISION TO )
DISCUSS THE POSSIBLE AMENDMENTS TO )
19 NMAC 15.C.104 PERTAINING TO WELL )
SPACING AND THE NOTICE REQUIREMENTS )
THROUGHOUT THE RULES INCLUDING )
19 NMAC 15.N )
)

OFFICIAL EXHIBIT FILE
COMMISSION HEARING

BEFORE: LORI WROTENBERY, CHAIRMAN

JAMI BAILEY, COMMISSIONER

ROBERT LEE, COMMISSIONER

April 22nd, 1999
Santa Fe, New Mexico
This matter came on for hearing before the 0il

Conservation Commission, LORI WROTENBERY, Chairman, on
Thursday, April 22nd, 1999, at the New Mexico Energy,
Minerals and Natural Resources Department, Porter Hall,
2040 South Pacheco, Santa Fe, New Mexico, Steven T.

Brenner, Certified Court Reporter No. 7 for the State of

New Mexico.

STEVEN T. BRENNER, CCR
(505) 989-9317



April 7, 1999

Ms. Lori Wrotenbery

Oil Conservation Commission
2040 South Pacheco

Santa Fe, New Mexico 87505

Re: NMOGA Comments Proposed Changes to NMOCD Rule 104

Dear Ms. Wrotenbery:

'NMOGA wishes to express its strong support for all but one of the
suggested changes to Rule 104. These improvements will dramatically
streamline existing regulatory processes. They also create new opportunities
to increase the recovery of reserves, while protecting the correlative rights of
interested parties. NMOGA’s Regulatory Practices Committee, which is
composed of many small and large producers in New Mexico, has discussed
the proposed changes at length. Several of our members actively participated
in the work group that deliberated on possible changes to Rule 104 during the
last year and a half. Through these discussions, we have achieved a consensus
position described in this letter. We have also enclosed our recommendation
of how to amend Rule 104. Specifically, we support the following:

¢ Changing the end boundary setbacks for 320-acre deep gas wells in SE
New Mexico from 1650 feet to 660 feet;

e Reducing the interior setbacks for 320-acre deep gas wells and 160-acre
gas wells in SE New Mexico from 330 feet to 10 foot;

e Changing the setbacks on 160-acre gas wells in NW New Mexico from
790 feet to 660 feet; and

¢ Reorganizing Parts 104.B & 104.C into requirements for oil wells (Part B)
and gas wells (Part C).

We also support the idea of an optional well on the opposite quarter
section for 320-acre deep gas wells in Southeast New Mexico, provided the
operator gives notice to offsetting operators and no protest is received. This
“notice and opportunity for hearing” requirement should be a temporary
measure, which the Commission would review in two years and change or
eliminate based upon experience gained with this process.
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NMOGA further requests that the Commission rescind previous memos
issued by Bill LeMay that set out strict limitations on when the Division will
grant approval of an infill well in a non-prorated gas pool. By doing so, an
applicant will still be required to demonstrate that the infill well is necessary
either to prevent waste or protect correlative rights but will not be limited to

only those unusual occasions when its spacing unit is being subject to
drainage.

NMOGA also recommends that pools with special pool rules containing
defined setback limitations (instead of referencing Rule 104) remain
unchanged until the Commission dockets a hearing to review these special
pool rules after adoption of Rule 104 changes. Because some Rule 104
exceptions have been granted in the past that place a penalty on an operator’s
well production, continuation of these penalties might be unreasonable if the
setback requirements in Rule 104 are changed. Accordingly, the Commission

should provide an opportunity for any party adversely affected by such

penalty to seek a review to determine if continuation of the penalty is still
reasonable.

Because we do not see the necessity, NMOGA does not support the

suggestion to change the setbacks on 40-acre oil wells from 330 feet to 220
feet at this time.

For your comsideration, we are including with this letter proposed
language changes for Rule 104. We thank you and Mike Stogner for your
leadership on these important and far-reaching changes. NMOGA looks
forward to participating in the upcoming Commission hearings on these
proposed changes. If you have any questions please do no hesitate to call Rick
Foppiano (713-215-7317) or Tom Kellahin (505-982-4285).

Sincerely,

= ML ‘
Richard E. Fopplano Tom Kellahin

Co-Chairman, RPC Co-Chairman, RPC

REF:ref

Attachments



NEW MEXICO OIL AND GAS ASSOCIATION
REGULATORY PRACTICES COMMITTEE

PROPOSED REVISIONS TO DIVISION RULE 104
April 7, 1999

RULE 104. - WELL SPACING: ACREAGE REQUIREMENTS
FOR DRILLING TRACTS

A. (no changes proposed)

B. ACREAGE AND WELL LOCATION REQUIREMENTS FOR-WALDEATS
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(1) Bil-Wells—All-Connties-

(2) Lea—Chaves—FEddy-and-Roosevelt-Counties

Page 4



2]

3)



(4)

Page 6



{2) In the event a well drilled as an oil well is completed as a gas well
located accordingly but does not conform to the applicable gas well locati
1tﬁ"shali be necessary for the operator to apply for admxmstratwe app!
f ‘_standard }ocanon before the well can produce. The Director 1

(1) 640-ACRE SPACING: Shall apply to those deep gas wells in the
San Juan Basin Area’ (Rlo Arriba, San Juan Sandovai and McKi
Counues) that are pro;ected gas producme horizon o:
within a defined gas pool i "fo'rmatxon older than the D
formation (below the base iod),

created and defined by the ivision after June 1, 1997, and 1oe te&
within the surface outcro of the. Pictured Chffs formatzons i '
‘San Juau Basm ) shaﬂ ,e located on a desxgnated spacmg

surface: contmuous acres,' more ‘or less, compnsmg a
contiguous quarter sections of a single governmental section, being
a legal subdivision of the U.S. Public Land Surveys.
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(a) The initial
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STATE OF NEW MEXICO

K?’;f\\@5 ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
RIS OIL CONSERVATION DIVISION

GARREY CARRUTHERS POST OFFICE BOX 2088
GOVERNCRA STATE LANO QFFICE BUILOING
SANTA FE. NEW MEXICO 8753«
(5051 827.5800

MEMORANDUM

. TO: ALL OPERATORS
FROM: WILLIAM J. LEMAY, DIRECTOR Mfﬂ/

SUBJECT: RULE 104 C Il OF THE GCENERAL RULES AND REGCULATIONS

DATE: JULY 27, 19838

There has been some confusion about interpretation of the

subject rule. In each paragraph of sections (a), (b) and (c)
the rule states:

"Unless otherwise provided in special pool
rules, each development well for a defined gas poc!
shall be located on a tract..."

My interpretation of this sentence is that each well is to be
focated on its own individual specified unit and an additional
well is not authorized simply by meeting the set back

requirements of the rule.

This interpretation is necessary to prevent waste from the
drilling of unnecessary wells and to protect correlative rights
of all parties in the pool. Since the prorated pools have
special pool rules the subject rules have greater impact on
unprorated gas. Unprorated does not mean unregulated.
Allowables are not issued in unprorated pools and the only
method available to protect correlative rights is the control
of well density and locations. Added well density required
because of special geological situations can be addressed by
special pool rules after notice and hearing.

Applications for additional wells on existing proration units
will be approved only on the understanding that upon completion
ot the well the operator shall elect which well will be
produced and which will be abandoned. Application to produce
both wells will be approved only after notice and hearing and
upon compelling evidence that the applicant's correlative
rights will be impaired uniess both wells are produced.

dr/



STATZ JF NEWN MEXICT

;_-: ENESCY, MINESALS ANC NATURAL RESCURCES CEEARTMENT
P
QIL CONSZSVATICN CIVISICN
GARREY CARRUTRERS -"S’ CFeICE SCx 2733
GCVERNCR FTRTE ANCSFRCE IOLI NG
SINTZ E NEW VENCE 37Eos
r80s1827.530C
MEMORANDUM
TO: . ALL OPERATORS
 FROM: WILLIAM J. LEMAY, DIRECTOR M
SUBJECT: RULE 104 C II OF THE GENERAL RULES AND
REGULATIONS
DATE: AUGUST 3, 1990

On July 27, 1988, we sent a memorandum to all operators to explain the
Division's procedures for ensuring compliance with the above rule in handling
applications for additional wells on existing proration units. The procedures
are primarily applicable in unprorated gas pools.

The finel paragraph cf thz July 27 memc reads as fcllows:

"Applications for additional wells on existing proration units will be
approved only on the understanding that upon completion of the
well the operator shall elect which well will be produced and which
will be abandoned. Application to produce both wells will be
approved only after notice and hearing and upon compelling
evidence that the applicant's correlative rights will be impaired
un.less both wells are produced.™

Addltiona.l explanation of the intent of the above paragraph is set out below:

Application to produce both wells continuously and concurrently will be
approved only after notice and hearing and upon compelling evidence that
the applicant's correlative rights will be impaired unless both wells are
produced.

Requests to produce the wells alternately (one well shut-in while the
other produces) may be submitted for administrative handling. The
request should set out the length of the producing and shut-in cycles for
each well (a one month minimum is suggested), the proposed method for
ensuring compliance with the proposed producing and shut-in schedules,
and the reasons for the request. Notice should be provided to offset
operators in the usual manner, allowing a 20-day waiting period. The
application should be sent to Santa Fe with a copy to the appropriate
District office.
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BEFORE THE
OIL CONSERVATION COMMISSION
Santa Fe, New Mexico

Case No. 12119  Exhibit No. __1

Submitted by:__Yates Petroleum Corporation

Hearing Date:___April 22, 1999
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Lease: YATES FEDERAL (000003) etrieval Code: 250,015,20829E17EPKPM
3 04/20/99
10
2 ,,,,,
e T
2
10

10

10

U 1
‘! 19!74 19[76 | 1978 | 19‘80 | 1982 19184 | 1986 1988 | 1990
}li Oil (bbl/day) ﬁunty: EDDY, NM F.P. Date: 05/74 ‘ Gas (mcf/day)
! |
Water (bbl/day) ~ Field: BURTON FLAT EAST (M Oil Cum: 12.28 mbbl

Reservoir: MORROW Gas Cum: 2295 mmcf

Operator: T X O PRODUCTION Location: 17E 20S 29E
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‘ Reservoir MORROW Gas Cum: 1584 mmcf
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 Water (bbliday) ~Field: BURTON FLAT EAST (M Oil Cum: 1066 bbl

'Reservoir: MORROW Gas Cum: 344.2 mmcf

Operator: SAMEDAN OIL CORP Location: 16L 20S 29E
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Operator: YATES PETROLEUM Location: 170 20S 29E




BEFORE THE
OIL CONSERVATION COMMISSION
Santa Fe, New Mexico

Case No. 12119  Exhibit No. _ 2

Submitted by:__Yates Petroleum Corporation

Hearing Date:___ April 22, 1999




Burton Flats Morrow Infill Area
Infill Derived Additional Recovery Summary
Low Continuity Example

Original Wells on 320 Acre Proration Units

# Well Gas Production (MCF)
1 TXO Yates Federal #3 2295
2 TXO Williamson Federal #1 1584
3 Yates BC Williamson #3 1262
Total 5141

Infill Wells on 320 Acre Proration Units

# Well Gas Production (MCF)
4 Samedan Williamson Federal #3-A 344
5  TXO Yates Federal #5 2166
6  Yates BC Williamson #5 3185
Total 5695
Additional Recovery from Infill Wells 5695 MCF
Ratio of Additional to Initial Recovery 1.1

Additional Reserves Recovered that Would be Wasted Without Infill 5695 MCF



BEFORE THE
OIL CONSERVATION COMMISSION
Santa Fe, New Mexico

Case No. _12119  Exhibit No. __3

Submitted by:__Yates Petroleum Corporation

Hearing Date:___ April 22, 1999
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BEFORE THE
OIL CONSERVATION COMMISSION
Santa Fe, New Mexico

Case No. 12119  Exhibit No. _ 4

Submitted by:__Yates Petroleum Corporation

Hearing Date:___ April 22, 1999
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Case No. 12119  Exhibit No. _ 5

Submitted by:__Yates Petroleum Corporation

Hearing Date:___April 22. 1999




Little Box Canyon Area Morrow Infill
Infill Derived Additional Recovery Summary
Active Aquifer Example

Original Wells on 320 Acre Proration Units

¥ Well Gas Production (MCF)
I Yates Mescal SE Federal #1 1800
2 Yates Little Box Canyon AOX Fed #1 5872

Total 7672

Infill Well on 320 Acre Proration Unit

Estimated
# Well Gas Production (MCF)
1 Yates Little Box Canyon AOX Fed #2 1500
Total 1500
Additional Recovery From Infill Well 1500 MCF
Ratio of Additional to Initial Recovery 0.2

Additional Reserves Recovered that Would be Wasted Without Infill 1500 MCF
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Santa Fe. New Mexico

Case No. 12119  Exhibit No. _6
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Hearing Date:___ April 22, 1999




