STATE OF NEW MIXICO
ENEYSY AND MINERALS LEPARTMIYN
(IL CONSERVATION LIVISICU

I% THE MATTER Cr THE HEAZRING
C2LLED BY THE CIL CONSERVATION
PIVISICN FOR THE FUEPCSE OF
CONSIDERING:

CASE NC. 8204
Crder Noc. R-763¢

I.PPLICATION OF CCSTA RESOURCES,

INZ. FOR AN UNCRTHODOX WELL
.CCATION, EDDY COUNTY, NEW MEXICO.

CRDER OF THE LCIVISION

BY THE DIVISTCii:

u:

This cause came cn fcr hearing at € a.m. on Augusz 1
1834, at Santa Fe, New Mexico, before Examiner Gilber:z BP.
Cuintana. Stamets.

NOW, on this 14th day of September, 1984, the Divisicn
Director, having considered the testimcny, the reccrd, &né the
recommendations of the Examiner, and being fully advised in the
oremises,

FINDS:

(1) That dve public notice having been given as reguired
by law, the Division has jurisdiction of this cause and the
subject matter thereof.

(2) That the applicant, Costa Resources, Inc., seeks
approval of an unorthocdecx gas well location 1600 feet from the
South line and 660 feet from the East line c¢f Secticn 2,
Township 18 South, Range 28 East, NMPM, to test the Morrow
formation, Eddy County, New Mexico.

(3) That the S/2 of said Section 2 is to be dedicated to
the well. ) :

(4) That Amoco Production Companyv, the offset cperator to
the east in Section 1, Township 18 South, Range 28 East, NMPM,
apreared and objected to the proposed unorthodox locaticna.

{5) Twat a well at said unorthodox location will better
enable appiicant to produce the gas under1y1“g the prcration
unit.
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(6) That a well at the propcsed lccation is at a standard
zcation relative to the north and south liness of said Section

(7) That the well at the proposed lccation is 67% closer
¢ the east line of =aid Section 2 than permitted by Division
»u2les and Regulations.

(8) That there is adequate well control tc determine the
;rcbaole width and orientation of two lower Morrow channel
sands in said Sections 1 and 2.

(9) That geolcgical data and testimony established thac
:siqcti'e zcnes in the Morrow Sands within said Sections 1 and
were deposited as Deltaic distributory channel sands criented
orthwest to southeast and that the applicant presented
zvidence attempting to show that said Mcrrow channel sands were
in communicaticn.
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(1¢) That the geclogic deposition of Morrow channel sands

: wvery complex and subject to intcrpretation and that
~s-‘f1c1en* or inconclusive geolcogic and engineering data was
esented to establish that said Morrow channel sands are not
communication with one another betwesn said Sections 1 and
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(11) That a well at the proposed unorthodcx location will
result in drainage across lease lines to the east.

(12) That a well at the proposed unorthodox location will
have a calculated area of drainage in the Morrow formation
wiich extends an additicnal 80 acres into Section 1, an amount
~f acreage equivalent to 25 percent of a standard proration
wnlt in said Morrow formation.

(13) That to offset any advantage gained over the
crotesting offset operators, production from the subject well
at the proposed unorthodox location should be limited from the
VMorrow formation.

(14) That such limitation- - should be based upon the
variation of the location from a standard location and the net
acre encroachment described in Finding (12) and may best be
accomplished by assigning a well at the proposed location an
allowable limitation factor of 0.54 (67% lccaticn factor plus a
3% net acre encroachment factor divided by 2 subtracted from a
3J)% precduction factor). »

[
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(15) That the minimum calculated allowable for the subject
211 should be reascnable, and 800,000 cubic feet of gas per
day is a reasocnable figure for such a minimum allowable.

(16) That in the absence of any special rules and
rzsgulations for the prorationing of production from said
"mdesignated Morrcw Gas Pool, the aforesaid production
_.mitation factcr shculd be applied agzinst said well's ability
-0 procduce into the pipeline as determined by periodic well

.ests.

{17) That -approval of this application, subject to the
:zove previsions and limitations, will afford the applicant the
.prertunity to produce its just and equitable share of gas from
~e subject formation, will avoid the augumentation of risk
ising frcm the drilling of an excessive rumber of wells, and
11 otherwise prevent waste and protect ccrrelative rights.

IT IS THEREFORE ORDERED:

(1) That an unorthodox gas well location for the Morrow
formaticn is hereby approved for a Cos*ta Resources Inc. well to
=2 locared at a pcint 1600 feet from the South line and 660
Zzet from the East line of Secticn 2, Tcwn:ship 18 South, Range
28 East, NMPM, to test the Morrow formaticn, Eddy County, New
Mexico.

(2) That the S5/2 of said Section 2 shall be dedicated to
the above-described well.

(3) That said well is hereby assigned a Production
Limitation Factor of 0.54 in the Morrow formation.

(4) That said well is hereby assigned a minimum allowable
cf 800,000 cubic feet per day.

(5) That in the absence of any Special Rules and
Regulations prorating gas production in said Undesignated
Morrow Gas Pool, the special rules hereinafter promulgated
cshall apply.

(6) That the fcllowing Special Rules and Regulations for
a non-prorated gas well at an unorthodox lccation .shall apply
to the subject well:
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SPECIAL RULES AND REGULATIONS
FOR THE
APFLICATICN OF A "PRCDUCTION LIMITATION FACTOR"
TO A NON-PRORATED GAS WELL

APPLICATION OF RULES

RULE 1. These rules shall apply to the Costa Resources
Inc. Morrow Formation Test Well, located 1600 feet from the
South 1line and 660 feet from the East line of Section 2,
Tcewnship 18 South, Range 28 East, NMPM, Eddy County, New
Mexico, which well's Production Limitation Factor of 0.54 shall
be applied to the well's deliverability (as determined by the
nereinafter set forth procedure) to determine its maximum
allowable rate of production.

ALLOWABLE PERICD

RULE 2. The allowable period for the subject well shall
be six months.

RULE 3. The year shall be divided into two allowable
pericds commencing at 7:00 o'clock a.m. on January 1 and
July 1.

CETERMINATION OF DELIVERY CAPACITY

RULE 4. Immediately upon connection of the well the
operator shall determine the open flow capacity of the well in
accordance with the Division "Manual for Back-Pressure Testing
of Natural Gas Wells"™ then current, and the well's initial
deliverability shall be calculated against average pipeline
pressure.

RULE 5. The well's "subsequent deliverability”" shall be
determined twice a year, and shall be equal to its highest
single day's production during the months cf April and May or

October and November, whichever is applicable. Said subsequent.

deliverability, certified by the pipeline, shall be submitted
to the appropriate District Office of the Division not later
than June 15 and December 15 of each year.

RULE 6. The Division Director may authorize special
deliverability tests to be conducted upon a showing that the
well has been worked over or that the subsequent deliverability
determined under Rule 5 above is erroneous. Any such special
test shall be conducted in accordance with Rule 4 above.

RULE 7. The operator shall notify the appropriate
district office of the Division and all offset operators of the
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CALCULATION ~ND LECFIGNWENT I ALIOWAB.ES

RULE 8. The well's
of connection *o a pipel:

ith all apprcpriate £i
?e; ulations and any speci

17 ~ble shall ccmmerce upon the date
2 ... when the cr=rator has complied
ing reciirements cf the Rules and

RULE 9. The well's alliowable during i-: first allowable
tericd shall be determined b multiplyine its initial
Zeliverability by its prciductiza limi-ation factor.

RULE 10. 7The well's

allowakbie during all ens:ing allowable
periods shall ze de:ie-minexd

by multipiving its latest

subs2quent deliverabiliz . zs determined under provisions of
Fule 5, by its »roc .ctio-s Iimitation factcr. If the well shall
rot have been producing ZI°r at lcast 60 daye pricr to the end
cf 1ts first allowablse peri::, the allcwab’z for the second
alZowal le perici shall bes dev:riiined in "cccrecance with Rule 9,
RULE 11. Reviz - 2f zlilowzble k:=s:-31 upon special well
tests shall become e&ifective upcn the date of such test

provided the results of such test are filed witn the Division's
cistrict cffice within 30 cay: aft: - the cate of the test;
c.herwise the dats +<~all 'be -1e d te =-h= test -eport is
received in sald cff -,

RULE 12. Revis=d &llc: :blazs bascfd on sgpecial well tests
shall remain effective unt.l %he b 3jinning of the next
allowable zeriod.

RULE 13. 1In no event s::21: the wel. rezeive an allowable
©f less than one million cubic Izet of gas per day.

BALANCING OF PRODUZ™ LN

FULE 14. Jar. s 1 and July 1 of each year shall be known
.5 -he kalarcinag :at .s. '

RULE 15. I tke wel.l has an urderproduced ctatus at the
end of a six-mcnt” zllowaihle period, it shall be allowed to
carry such underpr ducticr forward into the next period and may
procduce such uncerzproduct:on in addition to its regularly
zssigrned allowsble. Any underproduction carried forward into
any allowable reris. “hichk remains u: produced at the end of the
period shall be cancelled.
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RULE iy. Production during zny c.=2 monta c¢f an allowable
~ariod in excess of the monthly allowakble azsigned to the well
shail ke applied against the underproducticon carried ~3 the
ceriod in determining the amount of allowable, if any, to be

cancelled.

RCLE 17. 1If the well has an overgrcduced status at the
and of a six-month allcwable per:od, it shall be shut in until
such cverprcduction is made up.

RULE 18. 1If, during any month, it is discovered that the
211 is overprocduced in an amount exceeding three times its
erage monthly allowakle, i* shall ke chut in during that
~ :nth and during each succeeding month unzil it is overrroduced
~n an amount threse times cr less its mcnthly allowable, as
determined nhereinabove.

RUZE 19. The Director of the Division shall have
utherity to permit the well, if it is suki:ct to shut-in
2sursvant to Rules 17 and 13 akove, to prcduce up to 500 MCF of
Jas per month upon proper showing t> the Director that complete
;aut-in would cause undue hardcship, provided hcwever, such
cermiesion shall be rescinded for the well if it has produced
in exca2ss of the morthly rate authorized by the Director.

RULE 20. The Division ma- 21low overprcduction to be made
up at a lesser rate than perm:tted under Rules 17, 18, or 19
above upon a shcwing at public he: “n1:r that the same is
necessary tc avoid materia’ damac2 to tie well.

GENERAL

RULE 21. Failure to comply wiz:. the provisions of this
zrder or the rules contained herein or the Rules and
Regulaticns of the Divisicn shall result in the cancellation cf
allowable assigned to the well. No “--*her allowable shall be
assigned to the well until all rule &nd regqulations are
complied wizh. The Division shall nc® “y th2 operator of the
well and the purchaser, in writing, of the date of allowzble
cancellation and the reason thererfor.

(7) Trat jurisdiction of this cause is retzined fcr the
entry cof such further orders as the Division may deem
necessary.
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DONE at Santa Fe,
hereinabove designated.

wn
73
33
=

e

New Mexico, on théﬁday and year

STATE OF NEW MEXICO

OILj2?9§7§VAT ﬂDIV

@%&7 7 \_ L. ,(,V
JOE D. RAMEY,
Director




