
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: 

APPLICATION OF CONOCO INC. AND MARAT: 
OIL COMPANY FOR EXCEPTIONS TO RULE 5(B) 
OF THE SPECIAL RULES AND REGULATIONS FOR THE 
SOUTH DAGGER DRAW UPPER PENNSYLVANIAN POOL, 
(DIVISION ORDER R-5353), OR IN THE ALTERNATIVE, 
FOR THE CREATION OF A NEW POOL WITH THE ADOPTION OF 
SPECIAL RULES FOR SAID POOL, EDDY COUNTY, NEW MEXICO. 

Comes now Conoco Inc. and Marathon O i l Company, by 
t h e i r a t t o r n e y s , K e l l a h i n & K e l l a h i n , and a p p l i e s t o the 
New Mexico O i l Conservation f o r an amendment of Rule 5(b) 
of the Special Rules and Regulations o f the South Dagger 
Draw Upper Pennsylvanian Pool ( D i v i s i o n Order R-5353), or 
i n the a l t e r n a t i v e f o r the c r e a t i o n o f a New Pool and the 
Adoption o f Special Rules t h e r e f o r and i n support t h e r e o f 
s t a t e s : 

(1) There i s an extensive hydrocarbon r e s e r v o i r i n 
Eddy County, New Mexico c u r r e n t l y subdivided i n t o v a r i o u s 
pools, the southern p o r t i o n o f which i s u p s t r u c t u r e and 
i s c l a s s i f i e d as a gas pool being designated as the 
"In d i a n Basin Upper Pennsylvanian Gas Pool." Just n o r t h 
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of I n d i a n Basin i s a p o r t i o n o f t h i s r e s e r v o i r which i s 
down s t r u c t u r e , i s c l a s s i f i e d as an associated o i l - g a s 
pool being designated as the South Dagger Draw-Upper Penn 
Pool. 

(2) There e x i s t a s p e c i a l " t r a n s i t i o n " area, being 
the southern most p o r t i o n o f the South Dagger Draw Upper 
Penn Pool and the area between t h a t pool and the c u r r e n t 
n o r t h e r n boundary f o r the I n d i a n Basin Upper Penn Pool i n 
which t h e r e i s a t r a n s i t i o n from o i l p r o d u c t i o n t o gas 
pro d u c t i o n . 

(3) This t r a n s i t i o n area i s c u r r e n t l y d e f i n e d as 
i n c l u d i n g Sections 34, 35 and 36, T20S, R24E and Sections 
34, 35 and 36, T20-1/2S, R23E, Eddy County, New Mexico, 
and i s i d e n t i f i e d on E x h i b i t "A". 

(4) Conoco Inc. and Marathon O i l Company operate 
both gas w e l l s and o i l w e l l s i n the t r a n s i t i o n area. 

(5) The c u r r e n t r u l e s f o r the I n d i a n Basin Upper 
Penn Gas Pool provide f o r 640-acre gas spacing and 
p r o r a t i o n u n i t s w i t h the o p t i o n f o r m u l t i p l e gas w e l l s i n 
a s i n g l e such u n i t . 

(6) The c u r r e n t r u l e s f o r the South Dagger Draw-
Upper Penn Pool provide f o r 320- p r o r a t i o n and spacing 
u n i t s w i t h the o p t i o n f o r m u l t i p l e o i l w e l l s BUT preclude 
the simultaneous d e d i c a t i o n of both o i l and gas w e l l s t o 
the same u n i t . (See a p p l i c a b l e Rule 5(b) o f Associated 
Pool Rules (Order R-5353). 
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(7) W i t h i n the T r a n s i t i o n Area, the a p p l i c a t i o n of 
Rule 5(b) of R-5353 has and w i l l continue t o be an 
unnecessary l i m i t a t i o n on the o r d e r l y development of the 
r e s e r v o i r . 

(8) W i t h i n the T r a n s i t i o n Area, an exception t o Rule 
5(b) o f R-5353 can be made thereby a u t h o r i z i n g the 
simultaneous d e d i c a t i o n of both gas w e l l s and o i l w e l l s 
t o the same spacing u n i t provided a l i m i t i n g gas 
allowable i s set on the gas w e l l s . 

(9) The c u r r e n t South Dagger Draw Pool Rules 
e s t a b l i s h allowables of 1400 BOPD w i t h a corresponding 
gas l i m i t o f 1,400 MCFPD per 320-acre spacing and 
p r o r a t i o n u n i t . 

(10) The c u r r e n t maximum allowable f o r a non-
marginal w e l l i n the I n d i a n Basin-Upper Penn Pool i s 
6,500 MCFPD. 

(11) Based upon c u r r e n t data, the maximum gas 
allowable f o r a spacing u n i t i n e i t h e r pool i s excessive 
f o r an i n d i v i d u a l gas w e l l i n the T r a n s i t i o n Area and may 
cause a r e d u c t i o n i n u l t i m a t e o i l recovery. 

(12) A new maximum gas allowable should be set f o r 
any gas w e l l i n the T r a n s i t i o n Area which would provide 
an adequate l i m i t a t i o n of gas withdrawals from the 
r e s e r v o i r such t h a t m u l t i p l e gas w e l l s i n a spacing u n i t 
could be produced simultaneously w i t h any o i l w e l l s i n 
t h a t same spacing u n i t w i t h o u t adverse a f f e c t on u l t i m a t e 
o i l recovery. 
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(13) The Ap p l i c a n t s ' propose t h a t a new Rule 5(c) 
be added t o Order R-2323 t o provide an exception t o Rule 
5(b) o n l y f o r the T r a n s i t i o n Area, as i d e n t i f i e d i n 
paragraph (3) above, t h a t s h a l l i n c l u d e a p p r o p r i a t e 
language t o accomplish the f o l l o w i n g : 

(a) A maximum combination o f e i g h t o i l and gas 
w e l l s may be simultaneously dedicated t o a 320-
acre spacing and p r o r a t i o n u n i t i n the 
T r a n s i t i o n Area; 

(b) A new maximum gas allowable s h a l l be set f o r 
any gas w e l l i n the T r a n s i t i o n Area t o avoid 
any adverse a f f e c t on u l t i m a t e o i l recovery; 

( c ) The combined gas pro d u c t i o n from both o i l and 
gas w e l l s i n a 320-acre spacing and p r o r a t i o n 
u n i t i n the T r a n s i t i o n Area s h a l l not exceed 
the maximum casinghead gas allowable o f 1,400 
MCFPD c u r r e n t l y e s t a b l i s h e d f o r the South 
Dagger Draw-Upper Penn Pool. 

(14) I n the a l t e r n a t i v e , A p p l i c a n t s ' propose t h a t a 
new pool be created f o r the T r a n s i t i o n Area w i t h the 
adoption o f Special Rules and Regulations, i n c l u d i n g 
those set f o r t h i n Order R-5353 but mo d i f i e d t o d e l e t e 
c u r r e n t Rule 5(b) and t o s u b s t i t u t e a new Rule 5(b) 
c o n t a i n i n g p r o v i s i o n s as described i n paragraph (13) 
above. 

(15) N o t i f i c a t i o n o f t h i s a p p l i c a t i o n and request 
f o r hearing t o be he l d on October 7, 1993 has been sent 
by c e r t i f i e d mail r e t u r n r e c e i p t t o those p a r t i e s 
i d e n t i f i e d on E x h i b i t "B" attached. 



Conoco, Inc. and 
Marathon O i l Company 
NMOCD A p p l i c a t i o n 
Page 5 

Wherefore, A p p l i c a n t s ' request t h a t , a f t e r n o t i c e 
and hearing, t h i s a p p l i c a t i o n be granted. 

W. Thomas Kelflahin 
K e l l a h i n & K e l l a h i n 



* If 


