
ENERGY. 
STATE OF NEW MEXICO 

MINERALS ANO NATURAL RESOURCES 
OIL CONSERVATION DIVISION 

DEPARTMENT 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
DIVISION FOR THE PURPOSE OF 
CONSIDERING: 

CASE NO. 9416 
ORDER NO. R-87*56 

APPLICATION OF UNION OIL COMPANY 
OF CALIFORNIA d/b/a UNOCAL FOR 
SPECIAL POOL RULES AND AN UNORTHODOX 
GAS WELL LOCATION, LEA COUNTY, NEW MEXICO 

ORDER OF THE DIVISION 

BY THE DIVISION: 

T h i s cause came on f o r h e a r i n g a t 8:15 a.m. on June 5!2, 
1988, a t Santa Fe, New Mexico, b e f o r e Examiner Michael E . 
Sltogner . 

NOW, on t h i s U t h day of October, 1988, the D i v i s i o n 
D i r e c t o r , having c o n s i d e r e d the testimony, the record and the 
recatmendat i ons of the Examiner, and being f u l l y a d v i s e d i n the 
pi rem i s e s , 

FINDS THAT: 

(1) Due p u b l i c n o t i c e having been g i v e n as r e q u i r e d by l e u , 
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 s u b j e c t 
matter t h e r e o f . 

(2) A p p l i c a n t , Union O i l Company of C a l i f o r n i a d/b/a 
Unocal, seeks e s t a b l i s h m e n t of S p e c i a l Pool R u l e s f o r the House 
Yates-Seven R i v e r s Gas Poo l , Lea County, Neui Mexico, i n c l u d i n g 
p r o v i s i o n s f o r 80-acre s p a c i n g and p r o r a t i o n u n i t s w i t h w e l l s to 
be lo c a t e d w i t h i n 150 f e e t of the c e n t e r of e i t h e r q u a r t e r -
q u a r t e r s e c t i o n . 

C3) A p p l i c a n t a l s o seeks an e x c e p t i o n to the w e l l l o c a t i o n 
requirements of the proposed new s p e c i a l r u l e s f o r the F l e t c h e r 
Well No. 1 to be r e - e n t e r e d a t an unorthodox gas w e l l l o c a t i o n 
1980 f e e t from the North I i n e and 330 f e e t from the West I i n e of 
S e c t i o n 5, Township 20 South, Range 39 E a s t , NMPM, Lea County, 
Neui Mex i co . 
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(4) By Order No. R-7048, dated September 1. 1982, the 
D i v i s i o n c r e a t e d the House Yates-Seven R i v e r s Gas Pool i n Lea 
County, Neui Mexico which has been governed under s t a t e w i d e r u l e s 
s: i nee t h a t time. 

C5) P r e s e n t l y , the s u b j e c t pool i s being developed i n the 
f o l l o w i n g manner: 

Hell Name J No. Operator Location Date of Presently Proration 
(U-S-T-R) 1st Produc inn Unit 

Connection 
J. Speight No. 1 MGF Oil Corp. P-31-19S-39E •7/12/82 YES SE/4 - 16« acres 
MGF - Sun No. 1 MGF Oil Corp. N-32-19S-39E •7/17/82 TES SH/4 - 168 acres 
L. D. Jones No. 1 Zia Energy, Inc. H-81-2IS-3BE 12/24/B6 NO NE/4 - HI acres 
J. Wright No. 1 MGF Oil Corp. D-I5-2IS-39E •6/2B/B2 TES N/2 NH/4 - Bl acres 

(Approved by 
R-6B51-A) 

Hurd No. 1 TXO Prod. Corp. J-I6-2IS-39E NO SE/4 - 168 acres 

(6) The g e o l o g i c a l and e n g i n e e r i n g evidence presented a t 
the h e a r i n g i n d i c a t e s the f o l l o w i n g : 

a) The t r a p p i n g mechanism f o r the House Yates-Seven 
R i v e r s Gas Pool i s a combination of s t r u c t u r e and 
s t r a t i g r a p h y . S t r u c t u r a l l y the f i e l d i s an e a s t 
to west t r e n d i n g a n t i c l i n e . The s t r a t i g r a p h i c 
nature of the t r a p r e s u l t s from porous sandstone 
s t r i n g e r s which t h i c k e n to the n o r t h e a s t and a r e 
draped a c r o s s the s t r u c t u r e . 

b) P r o d u c t i o n from t h i s r e s e r v o i r i s from sandstone 
s t r i n g e r s which were l a i d dawn i n an i n t e r t i d a l to 
s u p r a t i d a l o p p o s i t i o n a l s e t t i n g . P e r i o d s of 
t r a n s g r e s s i o n and r e g r e s s i o n r e s u l t e d in the 
d e p o s i t i o n of interbedded t i g h t dolomites, 
evapor i t e s and pay sands. The sand porosiity 
s t r i n g e r s a r e normally four to s i x f e e t t h i c k but 
produce s i g n i f i c a n t q u a n t i t i e s of gas. Porosiity 
in the pay zones range from 12% to 28X. 

c J One w e l I w i l l not adequately d r a i n 160 a c r e s . 

(?•) The l i m i t e d development of t h i s pool has been wiith 
wel I s t h a t a r e l o c a t e d compatibly w i t h an 80-acre spaciing 
p a t t e r n . 
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[8) The a p p l i c a n t . however, f a i l e d to provide s u f f i c i e n t 
evidence to show t h a t changing the s p a c i n g u n i t s i z e to 80 a c r e s 
would not r e s u l t i n the l o s s of same l e a s e s formerly d e d i c a t e d to 
cammunitized 160-acre p r o r a t i o n u n i t s and other d i s t u r b a n c e s of 
h i s t o r i c a l e q u i t i e s under the p r e - e x i s t i n g p r o r a t i o n u n i t s w i t h i n 
the poo I . 

(9) The net r e s u l t of the a p p l i c a n t ' s request c o u l d 
p o s s i b l y d e p r i v e owners of t h e i r c o r r e l a t i v e r i g h t s w i t h i n s a i d 
poo I . 

t l 0 ) The c o r r e l a t i v e r i g h t s of the owners w i t h i n s a i d pool 
may be p r o t e c t e d and e f f e c t i v e and e f f i c i e n t d rainage therefrom 
may be provided by p e r m i t t i n g the i n f i l l d r i l l i n g of one 
a d d i t i o n a l w e l l on each 160-acre p r o r a t i o n u n i t . 

(11) No more than two w e l l s should be permitted to produce 
from any 160-acre p r o r a t i o n u n i t w i t h i n s a i d pool w i t h o u t 
a u t h o r i z a t i o n of the D i r e c t o r of the D i v i s i o n . 

(12) To a s s u r e o r d e r l y development of the pool and to 
p r o t e c t c o r r e l a t i v e r i g h t s , the s p e c i a l r u l e s and r e g u l a t i o n s 
promulgated by t h i s order should i n c l u d e r e s t r i c t i v e w e l l 
l o c a t i o n requirements which provide t h a t w e l l s be l o c a t e d i n the 
SE/4 and NW/4 of a q u a r t e r s e c t i o n and t h a t s a i d wel I s not Ibe 
c l o s e r than 660 f e e t to the outer boundary of the p r o r a t i o n u n i t , 
nor nearer than 330 f e e t to a governmental q u a r t e r - q u a r t e r 
s e c t i o n or s u b d i v i s i o n inner boundary. 

(13) The F l e t c h e r UJell No. 1 was o r i g i n a l l y d r i l l e d and 
l o c a t e d a t an orthodox o i l w e l l l o c a t i o n to t e s t the San Andres 
formation from which i t no longer produces i n commercial 
q u a n t i t i e s . Under the proposed S p e c i a l Pool R u l e s f o r the House 
Votes-Seven R i v e r s Gas Pool t h i s i s an unorthodox l o c a t i o n , but 
recompletion of the w e l l w i l l enable a p p l i c a n t to e f f i c i e n t l y 
t e s t and produce the Seven R i v e r s formation, and an e x c e p t i o n f o r 
t h i 5 l o c a t i o n should t h e r e f o r e be approved. 

(14) The S/2 NW/4 of s a i d S e c t i o n 5 i s to be d e d i c a t e d to 
s a i d F l e t c h e r Well No.l, thereby forming a non-standard 8 0 - a c r e 
gas s p a c i n g and p r o r a t i o n u n i t f o r s a i d pool. The N/2 NW/4 of 
s a i d S e c t i o n 5 i s p r e s e n t l y d e d i c a t e d to the MGF O i l Corp. J . 
Wright Well No. 1 l o c a t e d i n U n i t D of s a i d S e c t i o n 5 ( s e e !»-
6851-A f o r approval of an 8 0 - a c r e non-standard gas s p a c i n g and 
p r o r a t i o n u n i t ) . To provide f o r o r d e r l y development i n the 
s u b j e c t pool, these e x c e p t i o n s to the 160-acre s p a c i n g r u l e 
should be recognized and c o n t i n u e i n f u l I f o r c e and e f f e c t . 
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IT I S THEREFORE ORDERED THAT: 

(1) The a p p l i c a t i o n of Union O i l Company of C a l i f o r n i a 
d/b/a Unocal to e s t a b l i s h 8 0 - a cre s p a c i n g and p r o r a t i o n u n i t s f o r 
the House Votes-Seven R i v e r s Gas Pool i n Lea County. Neui Mexico 
i s hereby denied: however, 80-acre w e l I d e n s i t y i s a p p r o p r i a t e 
f o r the pool. 

(2) I n the a l t e r n a t i v e , the f o l l o w i n g S p e c i a l R u l e s and 
R e g u l a t i o n s f o r s a i d House Vates-Seven R i v e r s Gas Pool a r e hereiby 
pranuI gated: 

SPECIAL RULES AND REGULATIONS FOR 
THE HOUSE YATES-SEVEN RIVERS 

GAS POOL 

RULE 1: Each w e l l completed or recompleted i n the 
House Yates-Seven R i v e r s Gas Pool or i n the 
Vates and/or Seven R i v e r s formations w i t h i n 
one m i I e of the House Yates-Seven R i v e r s Gas 
Pool, and not nearer to or w i t h i n the l i m i t s 
of another d e s i g n a t e d Yates-Seven R i v e r s 
pool, s h a l l be spaced, d r i l l e d , operated and 
produced i n accordance w i t h the S p e c i a l R u l e s 
and R e g u l a t i o n s h e r e i n a f t e r s e t f o r t h . 

RULE 2: (AI Each w e l l completed or recompleted i n 
the House Yates-Seven R i v e r s Gas Pool 
s h a l l be l o c a t e d on a s t a n d ard u n i t 
c o n t a i n i n g 160 a c r e s , more or l e s s , 
c o n s i s t i n g of a s i n g l e governmental 
q u a r t e r s e c t i o n . 

( B J Nothing i n t h i s r u l e s h a l l be c o n s t r u e d 
as p r o h i b i t i t i n g the d r i l l i n g of one 
a d d i t i o n a l w e l l on a s t a n d ard p r o r a t i o n 
u n i t provided t h a t t h e r e s h a l l be no 
more than two p r o d u c i b l e w e l l s on any 
one p r o r a t i o n u n i t a t one time. 
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RULE 3: The D i r e c t o r of the D i v i s i o n may grant an 
e x c e p t i o n to the requirements of Rule 2A 
without n o t i c e and h e a r i n g when an 
a p p l i c a t i o n has been f i l e d f o r a non-standard 
u n i t and the unorthodox s i z e or shape of the 
u n i t i s n e c e s s i t a t e d by a v a r i a t i o n i n the 
le g a l s u b d i v i s i o n of the U n i t e d S t a t e s P u b l i c 
Lands Survey, or the f o l l o w i n g f a c t s e x i s t 
and the f o l l o w i n g p r o v i s i o n s a r e complied 
w i t h : 

(A) The non-standard u n i t c o n s i s t s of 
q u a r t e r - q u a r t e r s e c t i o n s or l o t s t h a t 
a r e contiguous by a common bordering 
s ide. 

(B) The non-standard u n i t I i e s who I Iy w i t h i n 
a s i n g l e governmental q u a r t e r s e c t i o n . 

I C ) The a p p l i c a n t p r e s e n t s w r i t t e n consent 
i n the form of w a i v e r s from a l l o f f s e t 
o p e r a t o r s and from a l l o p e r a t o r s awning 
i n t e r e s t s i n the s e c t i o n i n which the 
non-standard u n i t i s s i t u a t e d and which 
acreage i s not included i n s a i d non
sta n d a r d u n i t . 

(D) I n I i e u of Paragraph (CJ of t h i s r u l e , 
the a p p l i c a n t may f u r n i s h proof of the 
f a c t t h a t a l I of the a f o r e s a i d o p e r a t o r s 
were n o t i f i e d by r e g i s t e r e d or c e r t i f i e d 
maiI of h i s i n t e n t to form such non
sta n d a r d u n i t . The D i r e c t o r may approve 
the a p p l i c a t i o n i f no such operator has 
e n t e r e d an o b j e c t i o n to the formation of 
such non-standard u n i t w i t h i n 30 days 
a f t e r the D i r e c t o r has r e c e i v e d the 
appI i c a t i on. 

RULE 4: Each w e l l completed or recompleted in the 
House Yates-Seven R i v e r s Gas Pool s h a l I be 
l o c a t e d on the SE/4 or NW/4 of the q u a r t e r 
s e c t i o n and s h a l l be l o c a t e d no c l o s e r than 
660 f e e t to the outer boundary of the 
p r o r a t i o n u n i t , nor n e a r e r than 330 f e e t to a 
governmental q u a r t e r - q u a r t e r s e c t i o n or 
s u b d i v i s i o n inner boundary. No two producing 
w e l l s d e d i c a t e d to a s i n g l e p r o r a t i o n u n i t 
s h a l l be i n the same q u a r t e r - q u a r t e r s e c t i o n 
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or l o t a t any t i m e . 

RULE 5: The D i v i s i o n D i r e c t o r may g r a n t an e x c e p t i o n 
t o t h e r e q u i r e m e n t s o f t h e f i r s t s e n t e n c e o f 
R u l e 4 w i t h o u t n o t i c e and h e a r i n g when an 
a p p l i c a t i o n has been f i l e d f o r an u n o r t h o d o x 
l o c a t i o n n e c e s s i t a t e d by t o p o g r a p h i c 
c o n d i t i o n s o r t h e r e c o m p l e t i o n o f a w e l I 
p r e v i o u s l y d r i l l e d t o a n o t h e r h o r i z o n . A l l 
o p e r a t o r s o f f s e t t i n g t h e proposed u n o r t h o d o x 
l o c a t i o n s h a l l be n o t i f i e d o f t h e a p p l i c a t i o n 
by r e g i s t e r e d o r c e r t i f i e d m a i l . and t h e 
a p p l i c a t i o n s h a l l s t a t e t h a t such n o t i c e has 
been f u r n i s h e d . The D i r e c t o r may approve t h e 
a p p l i c a t i o n upon r e c e i p t o f w r i t t e n w a i v e r s 
f r o m a l l o f f s e t o p e r a t o r s or i f no o f f s e t 
o p e r a t o r s have e n t e r e d an o b j e c t i o n t o t h e 
u n o r t h o d o x l o c a t i o n w i t h i n 20 days a f t e r t h e 
D i r e c t o r has r e c e i v e d t h e a p p l i c a t i o n . 

I T IS FURTHER ORDERED THAT: 

( 3 ) The a p p l i c a n t ' s r e q u e s t t o r e - e n t e r t h e F l e t c h e r Uie I I 
No. 1 l o c a t e d a t an u n o r t h o d o x gas w e l l l o c a t i o n f o r t h i s pool 
1980 f e e t f r o m t h e N o r t h I i n e and 330 f e e t f r a n t h e West I i n e o f 
S e c t i o n 5. Township 20 S o u t h . Range 39 E a s t . NMPM, Lea County, 
Neui M e x i c o , t h e S/2 NW/4 o f s a i d S e c t i o n 5 t o be d e d i c a t e d t o 
s a i d w e l l f o r m i n g a n o n - s t a n d a r d 8 0 - a c r e gas s p a c i n g ond 
p r o r a t i o n u n i t f o r s a i d p o o l , i s hereby a p p r o v e d . 

( 4 ) D i v i s i o n Order No. R-6851-A w h i c h a u t h o r i z e d a non
s t a n d a r d 8 0 - a c r e gas s p a c i n g and p r o r a t i o n u n i t f o r t h e MGF O i l 
C o r p o r a t i o n J . W r i g h t W e l l No. 1 l o c a t e d a t a s t a n d a r d gas w e l l 
l o c a t i o n i n t h e NW/4 NW/4 ( U n i t D) o f s a i d S e c t i o n 5 s h a l l r e m a i n 
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 n o t i c e . 

( 5 ) The l o c a t i o n s o f a l l w e l l s p r e s e n t l y d r i l l i n g t o o r 
c o m p l e t e d i n t h e House Yates-Seven R i v e r s Gas Pool o r i n t h e 
Yates or Seven R i v e r s f o r m a t i o n s w i t h i n one m i l e t h e r e o f a r e 
hereby a p p r o v e d ; t h e o p e r a t o r o f any w e l l h a v i n g an u n o r t h o d o x 
l o c a t i o n s h a l l n o t i f y t h e Hobbs D i s t r i c t O f f i c e o f t h e D i v i s i o n 
i n w r i t i n g o f t h e name and l o c a t i o n o f t h e w e l l on o r b e f o r e 
December 15, 1988. 

( 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 t h e e n t r y o f 
such f u r t h e r o r d e r s as t h e D i v i s i o n may deem n e c e s s a r y . 
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