
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. 9500 
Order No. R-8804 

APPLICATION OF READ & STEVENS, 
INC. FOR AN UNORTHODOX GAS WELL 
LOCATION, EDDY 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 October 
12, 1988, a t Santa Fe, New Mexico, before Examiner David R. 
Catanach. 

NOW, on t h i s 8th day of December, 1988, the D i v i s i o n 
D i r e c t o r , having considered the testimony, the record, 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 
s u b j e c t matter t h e r e o f . 

(2) The a p p l i c a n t , Read & Stevens, I n c . , seeks approval 
of an unorthodox gas w e l l l o c a t i o n 660 f e e t from the North and 
East l i n e s (Unit A) of Section 19, Township 19 South, Range 29 
East, NMPM, Undesignated Turkey Track-Morrow Gas Pool or 
Undesignated West Parkway-Morrow Gas Pool, Eddy County, New 
Mexico. 

(3) The a p p l i c a n t f u r t h e r proposes t o dedicate a standard 
320-acre gas spacing and p r o r a t i o n u n i t c o n s i s t i n g o f the E/2 
of s a i d Section 19 t o the s u b j e c t w e l l . 

(4) Exxon Company, USA, (Exxon) who c u r r e n t l y operates 
an Upper Pennsylvanian producing w e l l i n the NE/4 of Section 
18, Township 19 South, Range 29 East, NMPM, and Hondo D r i l l i n g 
Company, (Hondo) who c u r r e n t l y operates a Morrow producing w e l l 
i n t h e SW/4 of Section 17, Township 19 South, Range 29 East, NMPM, 



-2-
Case No. 9500 
Order No. R-8804 

both appeared a t the hearing i n o p p o s i t i o n t o the a p p l i 
c a t i o n . 

(5) The a p p l i c a n t presented geologic evidence which 
i n d i c a t e s t h a t the C, E, G, and F sand members of the Morrow 
fo r m a t i o n are the pro s p e c t i v e producing i n t e r v a l s u n d e r l y i n g 
the proposed p r o r a t i o n u n i t . 

(6) The a p p l i c a n t f u r t h e r presented net sand isopach 
maps of the r e s p e c t i v e C, E, G, and F sand members which 
f u r t h e r i n d i c a t e t h a t a w e l l a t the proposed l o c a t i o n should 
encounter a g r e a t e r amount of net sand W i t h i n the middle 
Morrow 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 i n the 
NE/4 of s a i d Section 19. 

(7) The a p p l i c a n t seeks a u t h o r i t y t o d r i l l the subject 
w e l l a t the proposed l o c a t i o n i n order t o increase the chance 
of o b t a i n i n g commercial p r o d u c t i o n and f u r t h e r t e s t i f i e d t h a t 
d e n i a l of the a p p l i c a t i o n w i l l l i k e l y r e s u l t i n a w e l l not 
being d r i l l e d i n the E/2 of sa i d Section 19. 

(8) Exxon a l s o presented geologic evidence and t e s t i 
mony which v a r i e s s i g n i f i c a n t l y from the a p p l i c a n t ' s i n t e r 
p r e t a t i o n and 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 i s le s s l i k e l y t o encounter a g r e a t e r 
amount of net sand w i t h i n the middle Morrow 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 i n the NE/4 of s a i d Section 
19. 

(9) Both geologic i n t e r p r e t a t i o n s i n d i c a t e t h a t the 
NE/4 of s a i d Section 19 i s l i k e l y t o c o n t a i n commercial 
q u a n t i t i e s of gas w i t h i n the Morrow f o r m a t i o n . 

(10) Although the presence, e x t e n t , and the t r e n d i n g 
of the sand members w i t h i n the Morrow formation u n d e r l y i n g 
the E/2 of sa i d Section 19 are h i g h l y subject t o i n t e r p r e 
t a t i o n as demonstrated by both p a r t i e s ' geologic presenta
t i o n s , the evidence i n t h i s case g e n e r a l l y f a v o r s the 
a p p l i c a n t ' s geologic i n t e r p r e t a t i o n . 

(11) Approval o f the subject a p p l i c a t i o n w i l l b e t t e r 
enable the a p p l i c a n t t o produce the gas u n d e r l y i n g the 
p r o r a t i o n u n i t and w i l l p r o t e c t c o r r e l a t i v e r i g h t s provided 
t h a t a p r o d u c t i o n p e n a l t y be imposed on the. s u b j e c t w e l l . 
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(12) The c l o s e s t standard Morrow w e l l l o c a t i o n i n the 
NE/4 of s a i d Section 19 would be 1980 f e e t from the North 
l i n e and 660 f e e t from the East l i n e . 

(13) The proposed w e l l l o c a t i o n i s 1320 f e e t (67%) 
c l o s e r t o the n o r t h e r n end boundary than p e r m i t t e d by 
D i v i s i o n Rules and Regulations and i s standard r e l a t i v e t o 
the eastern side boundary of the p r o r a t i o n u n i t . 

(14) The a p p l i c a n t proposed t h a t a p r o d u c t i o n penalty 
of 33% (production f a c t o r of 0.67) be imposed on the subject 
w e l l and a p p l i e d against a 7-day d e l i v e r a b i l i t y t e s t , s a i d 
p e n a l t y based upon the proposed w e l l l o c a t i o n ' s average 
north-south and east-west variance from a standard w e l l 
l o c a t i o n . 

(15) The a p p l i c a n t f u r t h e r proposed t h a t the subject 
w e l l be allowed t o produce a minimum of 500 MCF gas per day, 
s a i d minimum al l o w a b l e based upon economic parameters which 
would a l l o w the a p p l i c a n t t o o b t a i n a s u i t a b l e r a t e of r e t u r n 
on i t s investment. 

(16) Exxon proposed t h a t a p r o d u c t i o n p e n a l t y of 6 7% 
(production f a c t o r o f 0.33) be imposed on the s u b j e c t w e l l 
and a p p l i e d against the average d e l i v e r a b i l i t y o f Morrow 
producing w e l l s i n t h i s area, said p e n a l t y based upon the 
proposed w e l l l o c a t i o n ' s n orth-south variance from a 
standard w e l l l o c a t i o n . 

(17) The p e n a l t y imposed on the subject w e l l should be 
based upon the proposed w e l l l o c a t i o n ' s north-south variance 
from a standard w e l l l o c a t i o n inasmuch as the opponents' 
a f f e c t e d acreage l i e s t o the n o r t h and northeast of the 
proposed w e l l l o c a t i o n . 

(18) An a l l o w a b l e f a c t o r f o r Morrow p r o d u c t i o n of 0.33 
f o r the s u b j e c t w e l l (a p e n a l t y of 67%) w i l l prevent wa^te 
and p r o t e c t the c o r r e l a t i v e r i g h t s of the a p p l i c a n t as w e l l 
as other operators i n the Morrow for m a t i o n and should, 
t h e r e f o r e , be approved. 

(19) I n the absence of any 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 the p r o r a t i o n of p r o d u c t i o n from the Morrow 
fo r m a t i o n i n which the s u b j e c t w e l l w i l l be completed, the 
a f o r e s a i d 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 a p p l i e d 
a g a i n s t sa i d w e l l ' s a b i l i t y t o produce i n t o the p i p e l i n e 
as determined by back pressure t e s t and data e x t r a c t e d from 
D i v i s i o n records. 
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(20) The evidence presented i n d i c a t e s t h a t the proposed 
minimum all o w a b l e o f 500 MCF gas per day i s f a i r and 
reasonable and should t h e r e f o r e be approved.. 

(21) The evidence presented f u r t h e r i n d i c a t e s t h a t 
t h e r e are numerous Morrow producing w e l l s i n t h i s area, some 
producing from the Turkey Track-Morrow Gas Pool and some 
producing from the West Parkway-Morrow Gas Pool. 

(22) Well t e s t and p r o d u c t i o n data obtained from 
D i v i s i o n records i n d i c a t e t h a t the average c a l c u l a t e d 
absolute open f l o w (CAOF) of Morrow producing w e l l s l o c a t e d 
w i t h i n a two-mile r a d i u s of the proposed w e l l l o c a t i o n i s 
approximately 3236 MCFD. The average d e l i v e r a b i l i t y of 
these w e l l s (determined from best month's production) i s 
approximately 1367 MCFD, or 42.24% of CAOF. 

(23) The a p p l i c a n t should be l i m i t e d each month t o 33% 
of the reasonably expected maximum f l o w r a t e , or 33% of 
42.24% of the CAOF, but such l i m i t should not be le s s than 
500 MCF per day. 

(24) I n the event the s u b j e c t w e l l i s completed i n 
another f o r m a t i o n and/or pool developed on 320-acre spacing, 
the D i r e c t o r o f the D i v i s i o n should have the a u t h o r i t y t o 
reopen t h i s case t o determine an a p p r o p r i a t e p r o d u c t i o n 
p e n a l t y f o r s a i d f o r m a t i o n . 

(25) Approval of the s u b j e c t a p p l i c a t i o n s u bject 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 of 
the gas i n the Morrow r e s e r v o i r , 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 of an exces
s i v e 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 , Read & Stevens, I n c . , i s hereby 
a u t h o r i z e d t o d r i l l a w e l l a t an unorthodox gas w e l l 
l o c a t i o n 660 f e e t from the North and East l i n e s (Unit A) 
of Section 19, Township 19 South, Range 29 East, NMPM, 
Undesignated Turkey Track-Morrow Gas Pool or Undesignated 
West Parkway-Morrow Gas Pool, Eddy County, New Mexico. 



-5-
Case No. 9500 
Order No. R-8804 

(2) The E/2 of sa i d Section 19 s h a l l be dedicated t o 
the above described w e l l . 

(3) The su b j e c t w e l l i s hereby assigned a pr o d u c t i o n 
l i m i t a t i o n f a c t o r of 0.33 f o r Morrow gas pr o d u c t i o n . 

(4) I n the absence o f any s p e c i a l r u l e s and re g u l a 
t i o n s p r o r a t i n g gas pr o d u c t i o n i n the subject Morrow P o o l ( s ) , 
the w e l l ' s p r o d u c t i o n each day o f ^ t h e f i r s t year's p r o d u c t i o n 
s h a l l be l i m i t e d t o 33% of 42.24% o f the CAOF e s t a b l i s h e d by 
t e s t as r e q u i r e d by Rule 401 of the General Rules and Regula
t i o n s , or t o 500 MCF gas per day, whichever i s g r e a t e r . 

(5) Before October 1st each year f o l l o w i n g the w e l l ' s 
completion, the s h u t - i n pressure s h a l l be measured and 
rep o r t e d as r e q u i r e d by General Rule 402, and a new CAOF 
s h a l l be c a l c u l a t e d based on the r e v i s e d s h u t - i n pressure so 
as t o e s t a b l i s h a r e v i s e d maximum f l o w r a t e as described i n 
Ordering Paragraph No. (4) above u n t i l such penalized f l o w 
r a t e becomes le s s than 500 MCF gas per day. The r e v i s e d 
penalized f l o w r a t e s h a l l become e f f e c t i v e November 1. I n 
the event of f a i l u r e t o e s t a b l i s h a s a t i s f a c t o r y slope of 
the 4-point t e s t r e q u i r e d i n Ordering Paragraph No. (4) 
above, a slope of 0.730 s h a l l be used i n c a l c u l a t i n g CAOF. 

(6) Production d u r i n g any month a t a r a t e less than 
the l i m i t a t i o n described above s h a l l not be c a r r i e d forward 
as underproduction i n t o succeeding months, but overproduction 
o f such l i m i t a t i o n d u r i n g any month s h a l l be made up i n the 
next succeeding month or months by s h u t - i n or reduced r a t e s 
as r e q u i r e d by the D i s t r i c t Supervisor of the D i v i s i o n . 

(7) I n the event the subject w e l l i s completed i n 
another f o r m a t i o n and/or pool developed on 320-acre spacing, 
the D i r e c t o r of the D i v i s i o n s h a l l have the a u t h o r i t y t o 
reopen t h i s case t o determine an ap p r o p r i a t e p r o d u c t i o n 
p e n a l t y " f o r said f o r m a t i o n . 

(8) 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 
e n t r y o f 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, New Mexico, on the day and year 
hereMftAHHwWIesignated. 

STATE OF NEW MEXICO 
OIL CONSERVATION; DIVISION 

WILLIAM J. LEMAY 
D i r e c t o r 


