
STATE OF NEW MEXICO 

ENERGY AND MINERALS DEPARTMENT 
OIL CONSERVATION DIVISION 

GARREYCARRUTHERS S e p t e m b e r 2 , 1938 S T A ° T ^ ^ 
SANTA FE NEW MEXICO 375C1 

(5051 857-5600 

Mr. Thomas Kellahin 
Kellahin/ Kellahin & Aubrey 
Attorneys at Law 
Post Office Box 2265 
Santa Fe, New Mexico 

Re: CASE NO. 
ORDER NO. 

9461 
R-8728 

A p p l i c a n t : 

BHP Petroleum Company/ Inc 

Dear S i r : 

Enclosed herewith are two copies of the above-referenced 
D i v i s i o n order r e c e n t l y entered i n the subject case. 

Sin c e r e l y , 

FLORENE DAVIDSON 
OC S t a f f S p e c i a l i s t 

Copy of order also sent t o : 

Hobbs OCD x 
A r t e s i a OCD x 
Aztec OCD 

Other 



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. 9461 
Order No. R-8728 

APPLICATION OF BHP PETROLEUM 
COMPANY, INC. FOR NON-STANDARD 
PRORATION UNITS AND AN UNORTHODOX 
GAS WELL LOCATION, CHAVES 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 August 
17, 1988, a t Santa Fe, New Mexico, before Examiner David R. 
Catanach. 

NOW, on t h i s 31st day of August, 1988, the D i v i s i o n 
D i r e c t o r , having considered the testimony, the rec o r d , 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 , BHP Petroleum Company, I n c . , seeks 
approval o f an unorthodox gas w e l l l o c a t i o n f o r i t s proposed 
E r v i n Ranch State Well No. 1 t o be l o c a t e d 16 50 f e e t from 
the South and East l i n e s of Section 5, Township 11 South, 
Range 27 East, NMPM, Chaves County, New Mexico, a l l of s a i d 
Section 5 t o be dedicated t o said w e l l forming a non-standard 
348-acre gas spacing and p r o r a t i o n u n i t f o r any and a l l 
formations and/or pools developed on 320-acre spacing and 
Lot 2 and the NW/4 SE/4 of sa i d Section 5 t o also be dedicated 
t o said w e l l forming a non-standard 47.06-acre o i l spacing and 
p r o r a t i o n u n i t f o r any and a l l formations and/or pools 
developed on 40-acre spacing. 

(3) The proposed w e l l l o c a t i o n i s not l o c a t e d w i t h i n 
one m i l e of any d e f i n e d o i l or gas pool and i s t h e r e f o r e 
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subj e c t t o the General Statewide O i l and Gas Spacing Rules 
and Regulations. 

(4) The a p p l i c a n t presented evidence and testimony i n 
t h i s case which i n d i c a t e s t h a t the primary o b j e c t i v e i n the 
proposed w e l l i s the Montoya f o r m a t i o n , w i t h secondary 
o b j e c t i v e s i n the Pennsylvanian f o r m a t i o n . 

(5) The proposed w e l l l o c a t i o n i s standard f o r 40-acre 
o i l spacing but i s non-standard f o r 320-acre gas spacing. 

(6) The a p p l i c a n t presented evidence and testimony 
which i n d i c a t e s t h a t a w e l l d r i l l e d a t the proposed l o c a t i o n 
w i l l penetrate the Montoya formation a t a more s t r u c t u r a l l y 
advantageous p o s i t i o n than a w e l l d r i l l e d a t a standard 
l o c a t i o n f o r both o i l and gas, thereby i n c r e a s i n g the 
l i k e l i h o o d of o b t a i n i n g a commercial producing w e l l . 

(7) The proposed 47.06-acre non-standard o i l and 
348-acre non-standard gas p r o r a t i o n u n i t s are ne c e s s i t a t e d 
by a v a r i a t i o n i n the U. S. Public Lands Survey. 

(8) No o f f s e t operator objected t o the proposed non
standard p r o r a t i o n u n i t s or unorthodox gas w e l l l o c a t i o n . 

(9) Approval of the subject a p p l i c a t i o n 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 of the produc t i o n i n the subject pools, w i l l 
prevent the economic loss caused by the d r i l l i n g of unneces
sary 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 of 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 n t , BHP Petroleum Company, I n c . , i s 
hereby a u t h o r i z e d t o d r i l l i t s E r v i n Ranch State Well No. 1 
a t an unorthodox gas w e l l l o c a t i o n 1650 f e e t from the South 
and East l i n e s of Section 5, Township 11 South, Range 27 
East, NMPM, Chaves County, New Mexico. 

(2) A 47.06-acre non-standard o i l spacing and p r o r a t i o n 
u n i t , also hereby approved, c o n s i s t i n g of Lot 2 and the NW/4 
SE/4 of said Section 5 s h a l l be dedicated t o the above-
described w e l l i n the event of an o i l completion. 

(3) A 348-acre non-standard gas spacing and p r o r a t i o n 
u n i t , also hereby approved, c o n s i s t i n g of a l l of i r r e g u l a r 
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Section 5, s h a l l be dedicated t o the above described w e l l 
the event of a gas completion. 

(4) 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, Nev; Mexico, on the day and year 
hereinabove designated. 

WILLIAM J. LEM, 
D i r e c t o r 

STATE OF NEW MEXIO 
OIL CONSERVATION D; 

J S E A L 

f d / 


