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VIA HAND DELIVERY 

W i l l i a m J. LeMay, D i r e c t o r 
O i l Conservation D i v i s i o n 
2040 South Pacheco St r e e t 
Santa Fe, New Mexico 87501 

APR 11 J 9 g 5 

Oil Conservation Division 

Re: Anchor Deep Unit Agreement (North King Camp-Devonian Pool); 
Order No. R-9035 

Dear Mr. LeMay: 

Please consider t h i s an a p p l i c a t i o n t o terminate Order No. R-
9035 and f o r approval of the Anchor Deep Unit Agreement. Enclosed 
are an o r i g i n a l and one copy of a f u l l y executed U n i t i z a t i o n 
Agreement covering a l l of Section 9, Township 14 South, Range 29 
East, N.M.P.M., Chaves County, New Mexico. The U n i t i z a t i o n 
Agreement has been executed by a l l i n t e r e s t owners, and has been 
approved by the Bureau of Land Management as Contract No. NMNM 
91066X. Pursuant t o Order No. R-9035, the working, r o y a l t y , and 
o v e r r i d i n g r o y a l t y i n t e r e s t owners request t h a t the Order be 
terminated e f f e c t i v e A p r i l 30, 1995, and t h a t a pool allowable of 
1,030 b a r r e l s of o i l per day be esta b l i s h e d . Please contact me i f 
you have any questions. 

Enclosures 

cc: W i l l i a m F. Carr, Esq. 
Joe B. Thomas 

JB/sp 

Very t r u l y yours, 

HINKLE, COX, EATON, COFFIELD 
& HENSLEY 

1 V 
/James Bruce 

Attorneys f o r Exxon Corporation 
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STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION COMMISSION 

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

DE NOVO 

APPLICATION OF CURRY AND THORNTON CASE NO. 9617 
FOR AN UNORTHODOX OIL WELL LOCATION 
AND A NON-STANDARD PRORATION UNIT, 
CHAVES COUNTY, NEW MEXICO. 

APPLICATION OF STEVENS OPERATING CASE NO. 96 7 0 
CORPORATION TO AMEND DIVISION ORDER 
NO. R-8917, DIRECTIONAL DRILLING AND 
AN UNORTHODOX OIL WELL LOCATION, 
CHAVES COUNTY, NEW MEXICO. 

Order No. R-9035 

ORDER OF THE COMMISSION 

BY THE COMMISSION: 

This cause came on fo r hearing at 9:00 a.m. on October 
19, 1989, at Santa Fe, New Mexico, before the O i l Conservation 
Commission of New Mexico, h e r e i n a f t e r r e f e r r e d to as the 
"Commi ssion." 

NOW, on t h i s 2nd day of November, 1989 , the 
Commission, a quorum being present, having considered the 
testimony presented and the e x h i b i t s received at said hearing, 
and being f u l l y advised i n the premises, 

FINDS THAT: 

(1) Due pu b l i c notice having been given as required by 
law, the Commission has j u r i s d i c t i o n of t h i s cause and the 
subject matter thereof. 

(2) The appl i c a n t , Curry and Thornton and Stevens 
Operating Corporation, own the leasehold on the W/2 of Section 
9, Township 14 South, Range 29 East, NMPM, Chaves County, New 
Mexico and desire to dedicate t h e i r d i r e c t i o n a l l y - d r i 1 led 
Deemar Federal Well No. 1 to a non-standard u n i t c o n s i s t i n g of 
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the E/2 W/2 of said Section 9 at an unorthodox bottomhole 
l o c a t i o n 1948 feet from the South l i n e and 2562 feet from the 
West l i n e (Unit K) of said Section 9 i n the North King 
Camp-Devonian Pool. 

(3) Santa Fe Exploration and Exxon USA appeared at the 
hearing and opposed the subject a p p l i c a t i o n on the basis that 
the unorthodox l o c a t i c . i would impair c o r r e l a t i v e r i g h t s ; and, 
i f granted, a penalty should be assessed based upon an 
estimate of recoverable pool reserves under each t r a c t or the 
r a t i o penalty formula set f o r t h i n D i v i s i o n Order No. R-8917 
and R-8917-A. 

(4) The discovery w e l l , the No. 1 Holmstrom, was d r i l l e d 
by Santa Fe E x p l o r a t i o n at a standard l o c a t i o n 1980 feet from 
the South and East l i n e s of said Section 9. 

(5) Special pool rules f o r said pool were promulgated by 
Order No. R-8806 a f t e r the hearing held November 22, 1988 in" 
Case No. 9529, which provided f o r 160-acre spacing and 
p r o r a t i o n u n i t s c o n s i s t i n g of a governmental quarter section 
w i t h the w e l l to be located not less than 660 feet from the 
u n i t boundary, nor less than 330 feet from an inner 
quarter-quarter section l i n e , nor less than 1320 feet from the 
nearest w e l l completed i n said pool. 

(6) Pursuant to Order R-8917-A, Stevens Operating 
Corporation ("Stevens") re-entered the P h i l t e x O i l Company 
Honolulu Federal Well No. 1 i n Unit K of said Section 9 and 
d i r e c t i o n a l l y d r i l l e d the Deemar Federal Well No. 1 to the 
approved bottomhole l o c a t i o n and encountered only water. 
A f t e r n o t i f y i n g the D i v i s i o n , Stevens plugged back said w e l l 
bore and deviated a second hole at a higher angle to the east, 
which they completed as a producer. 

(7) Timely a p p l i c a t i o n s f o r hearing de novo before the 
Commission were f i l e d by both Stevens Operating Corporation 
and Santa Fe E x p l o r a t i o n and the hearing date was extended to 
October 19, 1989 w i t h the concurrence of a l l p a r t i e s . 

(8) A f t e r reviewing the Eastman Christensen "Report of 
Subsurface D i r e c t i o n a l Survey" f o r the Stevens Operating 
Corporation Deemar Federal Well No. 1, which showed the 
bottom-most p e r f o r a t e d i n t e r v a l of the wellbore to be at 1948 
feet from the South l i n e and 2562 feet from the West l i n e of 
Section 9, or 78 feet from the East l i n e of the p r o r a t i o n 
u n i t , the D i r e c t o r assigned a d a i l y o i l allowable of 35 
b a r r e l s per day i n accordance w i t h Decretory Paragraph (5) of 
Order No. R-8917-A. 
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(9) Both sides presented testimony that was i n 
substantial agreement as to the geometry, the geology f i e l d 
and the producing r e s e r v o i r c h a r a c t e r i s t i c s , of the reservoir 
d i f f e r i n g i n t h e i r i n t e r p r e t a t i o n s of the rate of north dip 
and to a minor degree, the trace of the major trapping f a u l t 
at the west boundary. 

(10) In unorthodox l o c a t i o n cases the Commission has 
generally endorsed a penalty formula using r a t i o s based upon 
the p r o p o r t i o n a l distance a w e l l crowds the p r o r a t i o n u n i t 
boundary and nearest producing w e l l as i n D i v i s i o n Order 
R-8917-A, but i n cases where there i s s u b s t a n t i a l evidence and 
agreement as to productive acreage and recoverable reserves, 
the Commission i s o b l i g a t e d under the O i l and Gas Act to set 
allowables which allow operators to recover the o i l and gas 
underlying t h e i r respective t r a c t s while preventing waste. 

(11) The geological witness f o r Stevens presented 
testimony that the pool o i l - w a t e r contact was estimated at 
subsea e l e v a t i o n of -6055 feet which was not r e f u t e d by 
subsequent witnesses. 

(12) The same witness established the major f a u l t trace 
based upon a Formation Micro Scanner survey run i n the Deemar 
Federal No. 1. 

(13) Santa Fe Exploration's geophysieist presented a 
seismic i n t e r p r e t a t i o n showing a rate of north dip steeper 
than that presented by the Stevens' witness who r e l i e d upon a 
geological i n t e r p r e t a t i o n of the Micro Scanner survey. That 
survey only shows the rate of dip w i t h i n the No. 1 Deemar 
we 1lbore. 

(14) Based upon the o i l - w a t e r contact and the major 
f a u l t trace established by Stevens' g e o l o g i s t , the rate of 
north dip established by the Santa Fe geophysieist, and other 
geologic and engineering c r i t e r i a which was i n substantial 
agreement, the r e l a t i v e percentages of o i l productive rock 
volume calculated under each t r a c t are as f o l l o w s : 

(a) W i t h i n the t o t a l f i e l d there i s approximately 
10,714 acre-feet of Devonian o i l pay or o i l 
saturated rock volume. 

(b) Underlying the E/2 W/2 of Section 9, there i s 
approximately 2,246 acre-feet of Devonian o i l 
pay or 21% of the pool t o t a l . 
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(c) Underlying the SE/4 of Section 9 there i s 
approximately 5,688 acre-feet of Devonian o i l 
pay or 53% of the pool t o t a l . 

(d) Underlying the NE/4 of Section 9 there i s 
approximately 2,780 acre-feet of Devonian o i l 
pay or 26% of the pool t o t a l . 

(15) The North King Camp-Devonian Pool has an active 
water drive and the r e l a t i v e percentages of o i l pay or 
oi1-saturated rock volume under each t r a c t are the same 
approximate percentages as the recoverable o i l reserves under 
each t r a c t , provided w e l l s are p o s i t i o n e d to permit the 
recovery. 

(16) Productive surface area i s calculated to be 
approximately 177 acres and expert engineering testimony has 
established that one w e l l located at the highest part of the 
North King Camp s t r u c t u r e could e f f e c t i v e l y and e f f i c i e n t l y 
d r a i n a l l of the recoverable o i l reserves under t h i s 177 acre 
poo 1 . 

(17) The Stevens' Deemar Federal No. 1 well occupies the 
highest p o r t i o n of the s t r u c t u r e and could e f f e c t i v e l y d r a i n 
the e n t i r e pool. Only we l l locations that are unorthodox, 
such as the Stevens' w e l l , could d r a i n the upper p o r t i o n 
( a t t i c ) of t h i s o i l r e s e r v o i r and prevent the waste of 
unrecoverable o i l reserves. 

(18) Producing the Stevens' w e l l at top allowable rates 
would eliminate waste but would v i o l a t e the c o r r e l a t i v e r i g h t s 
of i n t e r e s t owners i n the SE/4 of Section 9 unless a l l 
i n t e r e s t owners i n Section 9 agreed to operate the pool and 
share o i l and gas production and costs i n some equitable 
fashion. 

(19) The Santa Fe Exploration No. 1 Holmstrom Federal., 
the only other producing w e l l i n the pool, i s located 55 feet 
lower s t r u c t u r a l l y than the No. 1 Deemar. 

(20) Testimony d i d e s t a b l i s h that Santa Fe Exploration 
i s producing t h e i r No. 1 Holmstrom w e l l at a rate of 200 
b a r r e l s of o i l per day plus 10 b a r r e l s of water so as to 
minimize the e f f e c t s of coning water. 

(21) In the absence of u n i t i z e d operations, i n order to 
prevent waste and protect the c o r r e l a t i v e r i g h t s of a l l 
i n t e r e s t owners i n a pool, allowables must be established 
which r e f l e c t the r e l a t i v e percentages established i n Finding 
(14), encourage voluntary u n i t i z a t i o n and discourage the 
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d r i l l i n g of a d d i t i o n a l wells which are not needed and would 
c o n s t i t u t e waste. 

(22) Penalized allowables for the Stevens we l l that are 
t i e d to the producing rates of the No. 1 Holmstrom would be 
i n d e f i n i t e and v i o l a t e Stevens' c o r r e l a t i v e r i g h t s . 
Allowables which would encourage d r i l l i n g a d d i t i o n a l w e l l s 
would cause waste. 

(23) In order to protect c o r r e l a t i v e r i g h t s , t o t a l pool 
allowable should be the current pool production rate which 
includes the penalized rate of 35 b a r r e l s of o i l per day f o r 
the Stevens' w e l l , and the producing rate of 200 b a r r e l s of 
o i l per day from the Santa Fe w e l l . Said pool allowable of 
235 b a r r e l s of o i l per day should be a l l o c a t e d according to 
the percentages established i n Finding (14) which are: 

(a) The E/2 W/2 of Section 9 should have an allowable 
of 49 (.21 x 235) b a r r e l s of o i l per day. 

(b) The SE/4 of Section 9 should have an allowable of 
125 (.53 x 235) b a r r e l s of o i l per day. 

(c) the NE/4 of Section 9 should have an allowable of 
61 (.26 x 235) b a r r e l s of o i l per day i f i t i s 
d r i 1 led. 

(24) The allowables established i n Finding (23) should 
become e f f e c t i v e December 1, 1989 and should remain i n e f f e c t 
unless voluntary agreement i s reached by a l l i n t e r e s t p a r t i e s 
i n th'e_ f i e l d at which time the pool allowable should be 
increased to 1 ,030 b a r r e l s of o i l per day which i s the top 
allowable rate f o r the two producing w e l l s c u r r e n t l y i n the 
pool and which new pool allowable could be produced i n any 
proportion between the two e x i s t i n g w e l l s . 

(25) The t r a c t allowables established i n Finding (23) 
should p r o t e c t c o r r e l a t i v e r i g h t s by honoring the percentages 
established i n Finding (14) and prevent waste by discouraging 
the d r i l l i n g of a d d i t i o n a l w e l l s which are not necessary to 
e f f e c t i v e l y and e f f i c i e n t l y d r a i n the subject pool. 

(26) Should a l l i n t e r e s t owners i n t h i s pool reach 
voluntary agreement subsequent to the entry of t h i s order,, 
operators of the pool wells should f i l e w i t h the D i r e c t o r of 
the D i v i s i o n a p p l i c a t i o n f o r approval of the u n i t agreement 
and, upon approval, t h i s order should t h e r e a f t e r be of no 
f u r t h e r e f f e c t and the new pool allowable should take e f f e c t 
on the f i r s t day of the month f o l l o w i n g approval of said u n i t 
agreement by the D i r e c t o r . 
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IT IS THEREFORE ORDERED THAT: 

(1) E f f e c t i v e December 1, 1989, the pool allowable for 
the North King Camp-Devonian f i e l d s h a l l be 235 b a r r e l s of o i l 
per day which s h a l l be shared by the below l i s t e d p r o r a t i o n 
u n i t s i n the amounts shown: 

(a) The E/2 W/2 of Section 9, Townsh".p 14 South, 
Range 29 East, s h a l l have a top allowable of 
49 b a r r e l s of o i l per day. 

(b) The SE/4 of Section 9, Township 14 South, 
Range 29 East, s h a l l have a top allowable of 
125 b a r r e l s of o i l per day. 

(c) The NE/4 of Section 9, Township 14 South, 
Range 29 East, s h a l l have a top allowable of 
61 b a r r e l s of o i l per day i f a well i s d r i l l e d and 
completed i n the Devonian. 

(2) Said allowable s h a l l remain i n e f f e c t unless a l l 
i n t e r e s t owners i n the pool reach voluntary agreement to 
provide f o r u n i t i z e d operation of i t s pool. 

(3) Should a l l i n t e r e s t owners reach voluntary agreement 
subsequent to entry of t h i s order, t h i s order s h a l l t h e r e a f t e r 
be of no f u r t h e r e f f e c t . 

(4) The operators of the pool wells s h a l l f i l e w i t h the 
D i r e c t o r of the D i v i s i o n an a p p l i c a t i o n for approval of the 
u n i t agreement and t h i s order s h a l l then terminate on the 
f i r s t day of the month f o l l o w i n g approval of said u n i t . A new 
pool allowable of 1,030 b a r r e l s of o i l per day s h a l l then take 
e f f e c t ; said new pool allowable can be produced i n any 
pro p o r t i o n between e x i s t i n g pool w e l l s . 

(5) J u r i s d i c t i o n of t h i s case i s retained for the entry 
of such f u r t h e r orders as the Commission may deem necessary. 
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DONE at Santa Fe, New Mexico, on the day and 
hereinabove designated. 

STATE OF NEW MEXICO 
OIL CONSERVATION COMMISSION 

WILLIAM R. HUMPHRIES, Member 

WILLIAM W. WEI 

3 
emb e r 

S E A L 

dr/ 

WILLIAM J. LEMAY, Chairman 
and Secretary 


