STATE OF NEW MEXICO

GARREY CARRUTHERS Tmatt
GOVERNGCR
v, Thisaas .o 1lahin
Zzlla -, <ollonhin & Aubrey
Attor wr7E ot Law
Post TUdice o 2245
TJanta Ta, CTew Moo

Dear Sir:

Re:

ENERGY anc MINERALS DEPARTMENT

OIL CONSERVATION DIVISION

POST OFFICE BOX 2088
STATE LAND OFFICE BUILDING
SANTA FE.NEW MEXICO 87501
(505) 827-5800

Applicant:

8

Lean Dorporzticon of Yaw Mexico

Patir o Loal

Enclosed herewith are two copies of the above-referenced
Division order recently entered in the subject case.

Sincerely,

vi2ézoftﬂ/oqa A:QClAriciziﬁfh¢
FLORENE DAVIDSON
OC Staff Specialist

Copy of order also sent to:

Hobbs OCD
Artesia OCD
Aztec OCD

Other Ernest bPadilla




SLO REF NO. 0G-639

W.R. HUMPHRIES
COMMISSIONER

P.0. BOX 1148
SANTA FE, NEW MEXICO 87504-1148

New Mo ico Gil Sonservoetd ol
ATTEN 710X wr Michage: 1
State .and Gfvice Builidiag
P 0. E R
Santa Moaxieo BTOG
f MUt Lasoe

purpese of thye tedtres fo b cater oblection on beho tf of

hoao v Mexico State Land OfF1 In NMCD Case No. 9256, Examiner
Hegrynes o Decesney 2, 1087 subject case s a reguest for

i
unnrthodex location in Section
36, T weship 26 South. Rovge 0 Sast . Eddy County, New Mexioco,

ran-stsndard proratior wwnits

South., Nvhy Dot i it the sense that wheare it
horder 5 Texas, 11 ¢« ots ot oa tier of non-standard sections.
: »xtablished Section 236 as a
Co6d o acres desceibed as Lots 1, 2. 3. 4 and

01t roasiats of nenvliv 23 acres.

T o appyroeacrn din thos combined three Lots into a iotal

of T 4B 3cores, ocuntoon 1ndard 40.00 agcre unit and
FPOogue o ied wa i ver o Phe o rome by noen standard 34 .86 acres. We
conte 3 that soaproval of this substapdard unit cuts out Lot 1
from Vigipation in the develoupmen? of this acreage.

W contevd that Lot bt i 24.568 acres. would never be
i

devel sed for ihae {o

§ the allowable for any wel]
Ped at fhis location would bhe approximately one-half.

2 Cost of drillins is related to depth, not surfare area.

scapable sonolasiton That rate of return. return

! E considerations would be
condilion & well n Lot 1
"hnus. Lot 1 would nat be
nificant waste of resources

on Tr oo ustmoen

! value would also result in
Corovonn tazes and leasce sale honus.
bd o lse of income from sotential

produs ion undes Lot 1.

T

y ¢ ¢ i o the proposed logcation on ithe
betwe: 1y Lot s 2 and 4. pres the 5vandnasint of cons inn



New Mexico 0il Conservation Division

January 6, 1988 DE@FT
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i JAN - 61993 !sg
location could drain a void between two possdbile. locatlons Hn*
N/2NW/4, in a staggered pattern. The Land 0fﬁ¥e&030@§w6ﬁ3$s§ tOg
the unorthodox location proposed for Lot 3 for &%th@asons

enumerated below:

)

s iy

A i pamconis mtraed)

1. Allowing the second well, as proposed, would allow two
wells in the 50.10 acres which make up Lots 3 and 4.

2. Drainage radius of the proposed well would clearly
overlap a large part of the drainage area of a possible
well at standard location NE/4NW/4 Section 36. Such well
is being drilled in Unit C at the present time as the
Corinne Grace, Win State Well No. 1.

3. Overlap by the unorthodox well would encroach upon a
large area of potential reservoir, depriving Corinne
Grace of produceable reserves in that area.

4. With a drainage radius of about 742 feet, the unorthodox
well would fall far short of draining Lot 1 and the
eastern half of Lot 2. This represents a significant
waste.

There are well-established proceedures available for the
development of leases and the concurrent protection of
correlative rights. Communitization of Lots 1 and 2 to form a
drilling location would probably be the simplest approach. This
would eliminate gerrymandering of Lot vs Drilling Unit lines. It
would be a direct step toward protecting correlative rights and
insuring maximum drainage of Lots 1 and 2.

The State Land Office takes the position that denial of
permission requested in Case No. 9256 will protect correlative
rights and prevent waste. It is also our position that
gerrymandering boundaries of drilling units, without conclusive
geologic evidence, serves only to increase the complexity of
accounting and administration. There are adequate means provided
routinely to avoid the need for unnecessary exceptions.

Very truly yours,

WILLIAM R. HUMPHRIES
LQMMJSGIONER OF P I?/}ANDS

BYY f‘”’”7’7/67 e
FLOYD 0. PRANDO, Dl/rectoz%:w
0il and Gas Division T
(505) 827-5744
WRH/FOP/ES/pm
cc: Lease No. E-920 and V-581
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