
STATE OF NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION COMMISSION 

IN THE MATTER OF THE HEARING CALLED BY 
THE OIL CONSERVATION COMMISSION OF NEW 
MEXICO FOR THE PURPOSE OF CONSIDERING: 

CASE NO, 8753 DE NOVO 
Order No. R-3162-A 

APPLICATION OF MONSANTO COMPANY FOR 
AN UNORTHODOX GAS WELL LOCATION AND 
DUAL COMPLETION, EDDY COUNTY, NEW 
MEXICO. 

ORDER OF THS COMMISSION 

5Y THE COMMISSION: 

This cause came on f o r hearing a t 9 a.m. on A p r i l 9, 1986, 
a t Santa Fe, New Mexico, before the O i l Conservation Commission 
of New Mexico, h e r e i n a f t e r r e f e r r e d t o as the "Commission." 

NOW, on t h i s ?,nth day o f May , 1986, the Commission, 
a quorum being present, having considered the testimony 
presented and the e x h i b i t s r e ceived a t sa i d h earing, 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 a u i r e d by 
lav/, the Commission has j u r i s d i c t i o n o f t h i s cause and the 
subj e c t matter t h e r e o f . 

(2) The a p p l i c a n t , Monsanto Company, seeks approval o f an 
unorthodox gas w e l l l o c a t i o n f o r a w e l l t o be d r i l l e d 330 f e e t 
from the South and West l i n e s o f Section 36, Township 21 South, 
Range 2 3 East, NMPM, Eddy County, New Mexico, t o be d u a l l y 
completed i n the I n d i a n Basin-Upper Pennsylvanian and I n d i a n 
Easin-Morrow Gas Pools, a l l of sa i d Section 36 t o be dedicated 
i n both zones t o s a i d w e l l . 

(3) This matter came on f o r hearing a t 8 a.m. on November 
21 , 1985, a t Santa Fe, New Mexico, before O i l Conservation 
D i v i s i o n Examiner, Michael E. Stogner and, pursuant t o h i s 
hear i n g , Order No. R-8162 was issued on February 21, 1986, 
which granted Monsanto's a p p l i c a t i o n but imposed a 67 percent 
p e n a l t y f a c t o r t o o f f s e t the advantage gained over o f f s e t 
operators as a r e s u l t of the unorthodox l o c a t i o n . 



(4) On March 13 , 1986 , a p p l i c a t i o n f o r Hearing De Novo 
was mace by Monsanto and the matter was set f o r hearing before 
the Commission. 

(5) The matter came on f o r hearing ae novo on A p r i l 9, 
1986 . 

(6) Both the I n d i a n Basin-Upper Pennslyvanian Gas Pool 
and the I n d i a n Basin-Morrow Gas Pool are governed by Special 
Pool Rules which provide f o r 640-acre gas w e l l spacing w i t h 
w e l l s t o be l o c a t e d no c l o s e r than 1650 f e e t from the outer 
boundary of the s e c t i o n and no c l o s e r than 330 f e e t t o any 
governmental q u a r t e r - q u a r t e r s e c t i o n l i n e or i n n e r boundary. 

(7) Both of s a i d pools are p r o r a t e d gas pools w i t h 
acreage being the o n l y f a c t o r used i n determining the 
a l l o c a t i o n of a l l o w a b l e t o non-marginal w e l l s . 

(8) The proposed w e l l i s t o be d r i l l e d on the same 
64 0-acre p r o r a t i o n u n i t c u r r e n t l y dedicated t o a p p l i c a n t ' s Lowe 
State Gas Com Well No. 1 l o c a t e d 1995 f e e t from the North l i n e 
and 1712 f e e t from the West l i n e o f s a i d Section 36. 

(9) The Lowe State Well No. 1 has "watered out" i n the 
upper Pennsylvanian Zone, i s no longer capable of commercial 
p r o d u c t i o n from e i t h e r zone, and has been s h u t - i n since Mav 
1985. 

(10) At the time o f the h e a r i n g , Amoco Production 
Company, owner and operator o f a w e l l i n Section 35, Township 
21 South, Range 23 East, NMPM, Eddy County, New Mexico, 
immediately o f f s e t t i n g t h i s u n i t t o the west, appeared and 
o b j e c t e d t o the proposed unorthodox l o c a t i o n . 

(11) The State Land O f f i c e i s the owner of r o y a l t y under 
sa i d Section 36 and, as such, i n t e r v e n e d on behalf o f the 
a p p l i c a n t i n t h i s case. 

(12) Both the a p p l i c a n t and the Land O f f i c e presented 
testimony r e l a t i v e t o the o r i g i n a l gas i n place under said 
Section 36 and v a r i o u s o f the surrounding p r o r a t i o n u n i t s . 

(13) Both the a p p l i c a n t and the Land O f f i c e proposed t h a t 
the new w e l l i n Section 36 be p e r m i t t e d t o produce a volume of 
gas equal t o an amount de r i v e d by s u b t r a c t i n g the production 
from the Lowe State Well No. 1 from the c a l c u l a t e d o r i g i n a l gas 
i n place under such Section w i t h o u t r e s t r i c t i o n . 
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(14) Such proposal would r e s u l t i n the i m p o s i t i o n c f two 
a l l o w a b l e formulas i n the same p o o l , one based on acreage and 
one based on c a l c u l a t e d o r i g i n a l gas i n place. 

(15) No p a r t y presented evidence as t o the a c t u a l volumes 
of gas now remaining under s a i d Section 36 and nearby p r o r a t i o n 
u n i t s or the pool as a whole nor the impact c f implementing a 
second p r o r a t i o n formula i n t h i s pool a t t h i s time and such 
proposal should t h e r e f o r e be r e j e c t e d . 

(16) The g e o l o g i c a l evidence presented i n the case 
e s t a b l i s h e s t h a t w h i l e a p o r t i o n of the p r o r a t i o n u n i t 
dedicated t o s a i d Lowe State Well No. 1 has watered out i n the 
Upper Pennsylvanian Zone, a s u b s t a n t i a l number of p r o d u c t i v e 
acres remain i n the southern and western p o r t i o n s of the u n i t . 

(17) The a p p l i c a n t presented geologic testimony which, 
when examined, i n d i c a t e s t h a t there remain 378 p r o d u c t i v e acres 
i n the Upper Pennsylvanian Zone under s a i d Section 36. 

(18) Amoco presented engineering testimony designed t o 
shew t h a t no more than 233 acres remain p r o d u c t i v e w i t h i n s a i d 
i n t e r v a l i n s a i d Section. 

(19) The e x p e r t testimony presented on t h i s issue by 
e i t h e r p a r t y d i d not c o n c l u s i v e l y e s t a b l i s h the exact number of 
p r o d u c t i v e acres i n the i n t e r v a l i n question but d i d e s t a b l i s h 
both upper and lower l i m i t s t o such number. 

(20) I n the absence of conclusive evidence, the Commission 
should use a f i g u r e f o r the p r o d u c t i v e acres remaining i n s a i d 
s e c t i o n h a l f way between the l i m i t s t e s t i f i e d t o or 306 
p r o d u c t i v e acres. 

(21) The nature o f the I n d i a n Basin-Upper Pennsylvanian 
r e s e r v o i r , i n c l u d i n g i t s s t r u c t u r e and water encroachment from 
the n o r t h and east i n the v i c i n i t y o f Section 36, i s such t h a t 
i f the proposed w e l l i s assigned a 306-acre allowable (a 0.48 
acreage f a c t o r ) i n t h a t p o o l , such w e l l can be produced, even 
at i t s extreme unorthodox l o c a t i o n , w i t h o u t v i o l a t i o n o f 
c o r r e l a t i v e r i g h t s . 

(22) A w e l l a t s a i d unorthodox l o c a t i o n i s necessary i n 
order f o r the owners o f i n t e r e s t s i n s a i d Section 36 w i t h i n the 
I n d i a n Basin-Upper Pennsylvanian i n t e r v a l t o recover t h e i r 
share of the gas frcm said pool , thereby p r o t e c t i n g t h e i r 
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(23) No evidence was presented at the hearing which would 
show the nature or e x t e n t o f any Morrow gas zones which might 
be encountered by the w e l l a t the proposed unorthodox l o c a t i o n . 

(24) I n the absence of such evidence and t o o f f s e t the 
advantage gained over o f f s e t operators as a r e s u l t of the 
unorthodox l o c a t i o n i n the I n d i a n Basin-Morrow Gas Pool, a 
p r o d u c t i o n l i m i t a t i o n f a c t o r should be determined f o r the 
Morrow Zone p r o d u c t i o n as set out i n Findings Nos. (8) , (9) , 
(11) and (12) i n Order No. R-8162 (See also Findings Nos. (12) 
through (23) o f Order No. R-8025-A) , and the r e s u l t a n t w e l l 
should be assigned an acreage f a c t o r of 0.36 i n such pool. 

(25) Nothing h e r e i n should be considered t o p r o h i b i t the 
a p p l i c a n t from seeking an amendment of t h i s f a c t o r based upon 
p r e s e n t a t i o n o f data d e r i v e d from d r i l l i n g , completion, or 
p r o d u c t i o n o f t h i s w e l l i n the Morrow f o r m a t i o n . 

(26) The proposed method of dual completion i s a p p r o p r i a t e 
and adequate and should be approved. 

(27) Approval o f the s u b j e c t a p p l i c a t i o n s u b ject t o the 
above p r o v i s i o n s and l i m i t a t i o n s w i l l a f f o r d the a p p l i c a n t the 
o p p o r t u n i t y t o produce i t s j u s t and e q u i t a b l e share o f the gas 
i n the s u b j e c t p o o l , w i l l prevent the economic loss caused by 
the d r i l l i n g o f unnecessary w e l l s , avoid the augmentation of 
r i s k a r i s i n g from the d r i l l i n g o f an excessive number of w e l l s , 
and w i l l otherwise prevent waste and p r o t e c t c o r r e l a t i v e 
r i g h t s . 

IT IS THEREFORE ORDERED THAT: 

(1) The a p p l i c a t i o n of Monsanto O i l Company f o r an 
unorthodox gas w e l l l o c a t i o n f o r the Upper Pennsylvanian and 
Morrow formations i s hereby approved t o be l o c a t e d a t a p o i n t 
330 f e e t from the South and West l i n e s o f Section 36, Township 
21 South, Range 23 East, NMPM, I n d i a n Basin-Upper Pennsylvanian 
and I n d i a n Basin-Morrow Gas Pools, Eddy County, New Mexico. 

(2) A l l o f s a i d Section 36 s h a l l be dedicated t o the 
above-described w e l l . 

(3) The above described w e l l i s hereby assigned acreage 
f a c t o r s o f 0.48 and 0.36 i n the Upper Pennsylvanian and Morrow 
formations r e s p e c t i v e l y . 

(41 The a f o r e s a i d a or eaco f o o t e r s s a i l h •:• i: £•-><-" ir. 
c. I c'-.." a t : 'icr t r e v e i l ' s inc:.-.hay : i ' ov. ah i . . tha Ijaaa.i 
Basin-Upper Pennsylvanian Gas Pool and the I n d i a n Basin-Morrow 
Gas Pool. 
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(5) The a p p l i c a n t i s f u r t h e r a u t h o r i z e d t o complete s a i d 
w e l l as a dual completion from sa i d pools w i t h production 
through p a r a l l e l s t r i n g s o f t u b i n g w i t h s e p a r a t i o n of the 
i n t e r v a l s by means o f packers set a t approximately 7280 f e e t 
and 9170 f e e t . 

(6) J u r i s d i c t i o n o f t h i s cause i s r e t a i n e d f o r the e n t r y 
o f such f u r t h e r orders as the Commission may deem necessary. 

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

STATE OF NEW MEXICO 
OIL CONSERVATION COMMISSION 

S E A L 


