CASE 7304: ARCO OIL AND GAS COMPANY FOR
/ ,DIRECTIONAL DRILLING, LEA COUNTY, NEW ' .
'MEXICO ‘ ‘
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KELLAHIN and KELLAHIN

Attorneys at lLaw

. 500 Don Gaspar Avenue
{:"0’11“;:;"::";?‘,]3““ Post Office Box 3769 ‘ - o CONbc“”‘“u" Prvise N
R i
- Santa Fe, New Mexico 87501 SANTAeffshone 932-4285

Karen Aubrey Area Code 5035

November 5, 1931

William F. Carr, Esq. ‘
Campbell, Byrd & Black

P.0. Box 2208

Santa Fe, NM 87501

‘Re: NMOCD Case No. 730412f//;/} /A;

Dear Mr. Carr:

On Tuesday, November 3, 1981 on behalf of ARCO 0il &
Gas Company you reauested my concurrence in postponing the
DeNovo Hearing for this case until after December 31, 1981.

~ Yesterday I met with representatives of Conoco. We
concir in postponing the case.

This would allow ARCO time to complete and test the
subject well.

On behalf of Conoco, I concur in your request provided
your client will furnish to me the following 1nformatlon as
soon as it becomes available:

(a) copies of all logs run on the subject well,
including 'but not limited to open hole logs
showing porosity and water saturation; and

(b) copies of all:pressure information; and

(c) copies of all production tests.

Very truly yours,

W. Thomas Kellahin

WIK:vik N

cec: Mr. Vie Lyon
Mr. Paul Thompson : -
Mr. Joe D. Ramey )
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KELLATIN and KELLAIN] 0CT 99 198)

Attorneys at Law

BdebiiRaida T T

OIL CONSERVATION Dy visron

$00 Don Qaspar Avenue A
{:"o"l"hl:s::h;gelhhln Pout Office Tlox 1769 SANTA Fe Telephone 982-4285
el Santa Fe, New Mexico 87501 elep °’(‘:° 82- :
Karen Aubrey ‘ Area Code 30

/[

October 28, 1981 ' : ' AN
: ' aAn

Mr. Joe D. Ramey

0il Conservation Division
P.0. Box 2088

Santa Fe, New Mexico 87501

RE: Application of Arco 0il & Gas Company
for Directional Drilling and an Unorthodox
Well location, Lea County, New Mexico

t | Dear Mr. Ramey:

Enclosed for filing is Conoco's application for
a DeNovo hearing in Case 7304 (Order R-6792).

. ! WTK: jm
i | Enclosure )
’ cc: Mr. Victor T. Lyon
Mr. Paul Thompson
William F. Carr, Esquire




‘:._}‘,fjt-‘ .

BEFORE THE

OIL CONSERVATION COMMISSION
NEW MEXICO DEPARTMENT OF ENERGY AND MINERALS

IN THE MATTER OF THE APPLICATION

OF ARCO OIL AND GAS COMPANY FOR

DIRECTIONAL DRILLING AND AN UNOR-

THODOX GAS WELL LOCATION, LEA Case 7304
COUNTY, NEW MEXICO. < Order R-6792

APPLICATION FOR BEARING bE NOVO

Comes now, CONOCO INC., by and throuéh its undersigned
attorneys, being a party adversely affected by Ordér R-6792
and pursuant to Section 70-2-13, N.M.S.A.‘(1978 Compilation)
and 0il Conéervation Coﬁmission Rule No. 1220, hereby applies
to the Commission for a heéring De Novo in the above referenced
cause. | _

Réspectfully subﬁitted,
KELLAHIN & KELLAHIN

Santa Fe, NeW'Mexico ‘87561
(505) 982-4285

ATTORNEYS FOR CONOCO INC.

CERTIFICATE OF MAILING

"I hereby certify that a’copy of the foregping was mailed

‘to opposing counsel this




BEFORE THE

OIL CONSERVATION COMMISSION
NEW MEXICO DEPARTMENT OF ENERGY AND MINERALS

IN THE MATTER OF THE APPLICATION-

OF ARCO OIL AND GAS COMPANY FOR

DIRECTIONAL DRILLING AND AN UNOR- N
THODOX GAS WELL LOCATION, LEA Case 7304
COUNTY, NEW MEXICO. Order R-6792

APPLICATION FOR HEARfNG DE NOVO

Comes now, CONOCO INC., by and through its undersigned
attorneys, being a party adversely affected by Order R-6792
and pursuant to Section 70-2-13, N.M.S.A. (1978 Compilation)

and 0il Conservation COmmission Rule No. 1220, hereby applies
to the Commission for a hearing De Novo in the above referenced

cause.

Respeqtfully submitted,

KELLAHIN & KELLAHIN

Santa Fe, New Mexico 87501
(505) 982-4285

ATTORNEYS FOR CONOCO INC.

 CERTIFICATE OF MAILING

I hereby certify that a copy of the foregoingjwas"méiledv

to oppdsingJCOunsef this day of _ obe 1981.

]




BEFORE THE m [g)
OIL CONSERVATION COWISSIOIL

NEW MEXICO DEPARTMENT OF ENERGY AND MI&%R&E?“?“~
"A’VTA uél [J,

IN THE MATTER OF THE APPLICATION

OF ARCO OIL AND GAS COMPANY FOR

DIRECTIONAL DRILLING AND AN UNOR- - ,
THODOX GAS WELL LOCATION, LEA Case 7304
COUNTY, NEW MEXICO. Order R-6792

APPLICATION FOR HEARING DE NOVO

Comes now, CONOCO INC., by and through its undersigned
attorneys, being a party adversely affected by Order R-6792
and pursuant to Section 70-2-13, N.M.S.A. (1978 Compilation)

and Oil Conservation Commission Rule No. 1220, hereby applies

to the Commission for a hearing De Novo in the above referended

cause,

Respectfully submitted,

KELLAHIN & KELLAHIN

Santa Fe, New Mexico 87501
(505) 982 4285

ATTORNEYS FOR CONOCO INC.

CERTIFICATE OF MAILING

I hereby certlfy that a copy of the foregoxng was malled

to opp031ng counsel this day of obey, 1981

b R e s by o o b TR e R £ e Y e Y
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’than '660 feet to said line. The N/2 of sa1d Section 6 would be

STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
011, CONSERVATION DIVISION

! IN THE MATTER OF THE HEARING
!l CALLED BY THE OIL CONSERVATION
| DIVISION FOR THE PURPOSE OF

! CONSIDERING:

Case No. 7304
Ordexr No. R-6792

APPLICATION OF ARCO OIL AND GAS
COMPANY FOR DIRECTIONAL DRILLING
AND AN UNORTHODOX GAS WELL LOCATION,
LEA CGOUNTY, NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came- on for hearing at 9 a.m. on July 15, 1981,
and on August 12, 1981, at Santa Fe, New Mexico, before anmlner
Daniel S. Nutter.

; NOW, on this 2nd day of October, 1981, the Division
Director, having considered the testimony, the record, and the
recommendations of the Examiner, and being fully advised in the
premises, ;

FINDS:

(1) That due public notice having been :given as requlred by
law, the Division has jurisdiction of this cause and the subject
matter thereof.

{2) That the applicant, ARCO O0il «nd Gas Company, seeks

>authority to directionally drill its Custer Wells Wéll No. 1, the

surface location of which is 1810 feet from the North line and
2164 feet from the West line of Section 6, Township 25 South,

Range 37 East, Custer Field, in such a manner as to penetrate the
Devonian formatlon at an unorthodox location within 100 feet of a
point approximately 1800 feet from the North line and 1480 feet
from the West line of said Section 6, and to bottom said well at
a standand location in the Ellenburcer formation within 100 feet
of a p01nt approx1mately 1650 feet from the North line and 760
feet from the West line of said Section”6, but in no event closer

dedicated to each of said formations.

i
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northwest/southeast trendlnq fault and on the south and west by a

'utlllzlng a formula involving net acre-feet of pay.

Page 2 ' : ;
Case No. 7304 §
Order No., R-6793 : i

{3) That the offset operator to the west, Conoco, Inc., !
appeared at the hearing and objected to the unorthodox Devonianf
location on grounds that it would cause drainage of nydrocarbons !
from under the /2 of Section 1, Township 25 South, Range 36 |
East, NMPM, being the cpacing and proration unit dedicated to
Conoco's wells Federal B-1 Well No. 5, located 1650 feet from the |
North line and 660 feet from the East line of said Section 1, and
would therefore impair Conoco's correlative rights.

(4) That the Custer-Devonian Gas Pool appears to be of very
limited lateral extent, being bounded on the north and east by a

productive limit based on reservoir rock quality and structure.

(5} That from the best information available, it would
appear that because of the size and shape of the reservoir, none
of the wells presently completed in said reservoir, nor the
subject well, has dedicated thereto a fully productive 320- ‘
acre tract.

(6) That the Division, 1in determining the appropriate
penalty for wells drilled at unorthodox locations or on tracts
which are shown to be only partia’.y productive, most often
relies on a straight acreage determination of drainage
impingement onto offsetting tracts or of productive areas.

_ (7) That ‘nasmnach as each well in the Custer-Devotiian Gas
Pool appears to have less than 320 productive acres dedicated
thereto, and no well's production has been penalized hereto-
fdre, determination of a penalty factor based on istraight acreage
in the instant case would be arbitrary and unjust and would not
protect correlative rights.

(8) That Section 70-2-33 H, NMSA, 1978 Compilation’ defines
correlative rights as being "....the opportunity afforded, so far
as it is practicable to do so, to the owner of each property in a
pool to produce without waste his just and equitable share of the
oil or gasy or both, in the pool. ...."

(9) Tﬁa’c the protection of correlative rlghts in this
partlcular case can best be served by not utlllzlng the usual
methods of straight acreage penalty determination, but by

-{10) That the only offsetting well to appllcant s Custer
Wells Well No. 1 which would be adversely affected by said well
is the Conoco Wells Federal B-1 Well No. 5, located as described
in Finding No. (3) above. -

(11) ,That‘accoré:ing to the best .available evidence at the
hearing, said Conoco Wells Fed__eral B-1 Well No. 5 has some 16,514
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Case No. 7304 :
Ordey No. R-6792 ;

acre-—~feet of Devonian pay within its dedicated spacing and
' proration unit (the E/2 of Section 1, Township 25 South, Range 36
¢ East, NMPM) which it can presumably dxa1n

(12) TLat according to the bhest available evidence at the
" hearing, the propcosed well, ARCO's Custer Wells Well No. 1, would
. have some 15,387 acre feet of Devonian pay within its dedicated
spacing and proration unit (the N/2 of Section 6, Township 25
South, Range 37 East, NMPM) which it would presumably drain.

: (13) That inasmuch as said ARCO Custer Wells Well No. 1
{ : . would have 1less acre-feet of Devonian pay available to the
: well-bore than does the Conoco Wells Federal B-1 Well No. 5, said
: ARCO Custer Wells Well No. 1 should be penalized to offset any
; advantage it might gain over the Conoco well by reason of its
unorthodox location,

: i (14) That such penalty should be based on the ratio. of
4 ii productive acre-feet dedicated to one well to productive acre
ii feet dedicated to the other well and calculated as follows:

Production limitation factor =

net acre—-feet of Devonian pay dedicated to ARCO well -
net acre-feet of Devonian pay dedicated to Conoco well

b AT S TS L

15,387

16,514 .93

g o

{15) That in the ‘absence of any special rules and
regulations for the prorationing of production from the Devonian’
formation, the aforesaid production limitation factor should be
applied against said well's ability to produce- into the pipeline
as determined by periodic well tests.

L b e AT ¢ SN

: (16) That the minimum calculated allowable for the subject
; well should be reasonable, and 1,000,000 cubic feet of gas per
- day is a reasonable figure for such minimum allowable,.

(17) That the applicant should be required to determine the
subsurface location of the kick~off point in the. subject well-
prior to directional drilling, and to determine the subsurface
location of the Devonian pay and the Ellenburger pay by means of
a continuous multi-shot directional survey conducted subsequent
to said directional drllllng, if said well is to be completed as

a produ01ng well.

NI i,

v

e

(18). That approval of the subject appllcatlon subject to the’
above provisions and limitations ‘will afford the appllcant the
opportunity to producé its just and equitable share of the gas inj
the subject reservoir or other productive zones found, will:

B
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. Case No. 7304
- Order No. R-6792

prevent the economic loss caused by the drilling of unnecessary
wells, avoid the augmentation ot risk arising from the drilling !
of an excessive number of wells, and will otherwise prevent waste |

i and protect correlative rights,

IT IS THEREFORE ORDERED:

(1) That the applicant, ARCO 0il and Gas Company, is hereby

authorized to directionally drill its Custer Wells Well No. 1,

the surface location of which is 1810 feet from the North 1line
and 2164 feet from the West line of Section 6, Township 25 South,
Range 37 East, NMPM,; Custer Field, Lea Cointy, New Mexico, in
such a manner as to penetrate the Devonian formation at an

‘ unorthodox location within 100 feet of a point:1800 feet from the

North line and 1480 feet from the west line of said Sectlon 6,
and to bottom said well in the Ellenburcer formation within 100
feet of a point 1650 feet from the North line and 760 feet from
the West line of said Section 6, and in no event closer than 660
feet to said west line of said Section 6.

(2) That the N/2 of the aforesaid Section 6 shall be
dedicated to said well in both the Custerx-Devonian Gas Pool and
the Custer-Ellenburger Gas Pool.

(3) That prior to directional drilling of said well, the
operator shall determine the subsurface locatlon of the kl‘Ck off

point.

- {(4) That subsequent to the above-described directional
drilling, should said well be a producer, a continuous multi-shot
directional survey shall be made of the wellbore of the well from
total depth to the kick-off point with shot points not more thar:
100 feet apart:; that the operator shall cause the surveying
company to _ forward a copy of the survey report directly to the
Santa Fe Office of the Division, P. 0. Box 2088, Santa Fe, New
Mexico, and that the operator shall notify the DivisiOn's Hobbs
District Office of the date and time said survey 1is. to be
commenced.

{5} That Form C-105 shall be filed in accordance with
Division Rule 1105 and the operator shall indicate thereon true'
vertical depth in addltlon to measured depth.

IT IS FURTHER ORDERED:

(1) That the ARCO Custer Wells Well No. 1 is hereby
a351gned a Produbtlon Limitation Factor of 0.93 in the Devonian

formatlon.
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Case No. 7304
Order No. R~6792

(2) Thatt in the absence of any Special Rules andi
Regulations prorating gas production in said Devonian formation,!

the special rules hereinafter promulgated shall apply.

(3) That the following Special Rulcsvand Regulations for a
non-prorated gas well at anx unorthodox location shall apply to

the subject well:

SPECIAL RULES AND REGULATIONS
. FOR THE
APPLICATION OF A "PRODUCTION LIMITATION FACTOR"
TO A NON-PRORATED GAS WELL

APPLICATION OF RULES

RULE 1. These rules shall apply to the Devonian formation
completion of the ARCO 0il and Gas Company Custer Wells Well No.
1, the surface location of which is 1810 feet from the North line
and 2164 feet from the West line of Section 6, Township 25 South,
Range 37 East, NMPM, Lea County, New Mexico, which well's
Production Limitation Factor of 0.93 shall be applied to the
well's deliverability (as determined by the hereinafter set forth
procedure) to determine its maximum allowable rate of production.

RULE 2. The allowable period for the subject well shall be
six months. :

RULE 3. The year shall be divided into two allowable’

periods commencing at 7:00 o'clock a.m. on January 1l and
July 1.

DETERMINATION OF DELIVERY CAPACITY

RULE 4. Immediately upon conrection of the well the
operator shall determine the open flow capacity of the well in
accordance with the Division "Manual for Back-Pressure Testing of
Natural Gas Wells" then current, and .the well's initial

‘deliverability shall be calculated against average pipeline

pressure.

RULE. 5. The well's "subsequent deliverability" shall be
determined twice a year, and shall be equal to its highest single
day's production during the months of April and May or October
and November, whichéver is applicable. said “subsequent
deliverability, certified by the pipeline; shall be submitted to
the appropriate District Office of the Division. not later than
June 15 and December 15 of each year. 3

RULE 6. The Division Director may authorize special

deliverability teste to be conducted upon a showing that the well

P M N o e S Mg e i a o
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Case No. 7304
Order No. R--6792

has bheen worked over or that the subsequent deliverability

determined under Rule 5 above is exroneous, Any such special |

test shall be conducted in accordance with Rule 4 above,

RULE 7. The operator shall notify the appropriate district
office of the Division and all offset operators of the date and
time of initial or special dellverablllty tests in order that the

+ Division or any such operator may at their option witness such
' tests.

CALCULATION AND ASSIGNMENT OF ALLOWABLES

RULE 8. The well's allowable shall commence upon the date
of connection to a pipeline and when the operator has complied
with all appropriate filing requirements of the Rules and
Regulations and any special rules and requlaticens.

RULE 9. The well's allowable during its first allowable
period shall be determined by multiplying its dinitial

deliverability by its production limitation factor.

‘RULE 10. The well's allowable during all ensuing allowable
perlods shall be determined by multlplylng its latest subsequent
deliverability, as determined under provisions of Rule 5, by its
production limitation factor. If the well shall not have been
producing for at least 60 days prior to the end of its first

allowable period, the allowable for the second allowable period

shall be determined in ac‘cordané_e with Rule.9.

RULE 11, Revision of allowable based upon special well
tests shall become effective upon the date of such test provided
the results of such test are filed with the Division's district

‘office within 30 days after the date of the test; otherwise the

date shall be the date the test report is received in said
office.

- RULE 1'2. ‘Revised allowables based on special well tests
shall remain effective until the beginning of the next allowable

period.:

RULE 13. In no event shall the well receive an allowable of’

less than one million cubic feet of gas per day.
BALANCING. OF PRODUCTION

RULE 14.. January 1 and July 1 of each year shall be known

‘as the balancing dates.

RULE 15. 1If the well has an underpreduced status at the end
of a six-month’ allowable perlod it shall be allowed to carry
such underproduction forward :Lnto the next period and nmay produce

,n
.y
v
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‘‘Case No. 7304
'Order No, R-6792
E :
isuch underproduction in addition to its regularly assigned
iallowable. Any underproduction carried forward into any

- Jallowable period which remains unproduced at the end of the

iiperiod shall be cancelled.
; RULE 16. Production durlng any one month of an allowable
period in sxcess of the monthly allowable assigned to the well
shall be applied against the underproduction carried into the
period in determining the amount of allowable, if any, to be
cancelled. :

? RULE 17. If the well has an overproduced status at the end
of a six-month allowable period, it shall be “shut in until such
overproduction is made up.

RULE 18, If, during any month, it is discovered that the
well 1is overproduced in an amount exceeding three times its
average monthly allowable, it shall be shut in during that month
and during each succeeding month until it is overproduced in an
amount three times or less its monthly allowable, as determined
hereinabove. '

RULE 19. The Director of the Division shall have authority
to permit the well, if it is subject to shut-in pursuant to Rules
17 and 18 above, to produce up to 500 MCF of gas per-month upon
proper showing to the Director that complete shut~in would cause
undue . hardship, . provided however, such permission "shall be
rescinded for the well if it has produeed in excess of the
monthly rate authorized by the Director. N

RULE 20. The’ Division may allow overproduction to be made
up at a lesser rate than permitted undex Rules 17, 18, or 19

Yabove upon a showing at publlc hearing that the same is necessary

to avoid material damage to the well,

GENERAL

RULE 21, Failure to comply with the provisions of this
order or the rules contained herein or the Rules and Regulations
of the Division shall result in the cancellation of allowable
assigned to. the well. No further allowable shall be assigned to
the well until- all rules and regulations are complied with. The
Division shall notlfy the operator of the well and the purchaser,
in writing, "of the date of allowable cancellation and the reason

litherefor.

{6) That ]urlsdlctlon of thls cause is retained for the
entry of such further orders as the D1v131on may ‘deem necessary.

o
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E DONE "at Santa Fe, New Mexico, on the day = and
fhereinaw” designated.

STATE OF NEW MEXICO
L CONSERV)\T,I@IDDIVISION
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STATE OF NEW MEXICO

- ENERGY anp MINERALS DEPARTMENT

OIL CONSERVATION DIVISION

BRUCE KING ) ‘ POST OFFICE BOX 2088
GOVIRNON ) STATE LIAND OFFICE BUILDING
SANTA FE, NEW MEXICO 87501
RRY KEHOE .
LA K October 5, 1981 1505 027.2434
Re: CASE NO. 7304
! : Mr. William F. Carr ORDER NO.  R=8792 —

‘ | Campbell, Byrd & Black
Attorneys at L-a”w2208'

Post 0Office Box . .
> Santa Fe, New Mexico Applicant:

ARCO 0il and Gas Company

—

‘Dear Sir:

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

Director

JDR/fd
Copy of order also sent to:
Hobbs OCp = X

Artesia 0CD X
Aztec 0OCD

other Thomas K®llahin

§ Bt b e mi s Bt i
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CAMPBELL. BYRD 8 BLACK. p.A.

LAWYERS

JACK M. CAMPEBELL JEFFERSON PLACE

HARL D. BYRD SUITE | - 110 NORTH GUADALUPE
BRUCE D. BLACK
MICHAEL B, CAMPBELL N
WIiLLIAM F. CARR SANTA FE, NEW MEXICO 87501
BRADFORD C. BERGE . TELEPHONE: (S5G5) OB8-44 21
WILLIAM G, WARDLE

POST OFFICE BOX 2208

TELECORIER: {505) 983-8043

August 13, 1981
HAND DELIVERED

Daniel S. Nutter OIL CONSERVATION DIVISION
Chief ‘Engineer ‘
011 Conservation Division CauG 13 1981
New Mexico Department of

Energy & Minerals RECEIVED

Post Qffice Box 2088
Santa Fe, New Mexico 87501

Re: Case*1RM¥ _ Application of Arco 01l & Gas Company for
Direc\ - %a Drilling and Unorthodox Gas Well Location, Lea

County,f ew Mexico. .

7

Dear Mpr. Nutte?:

Enclosed for your consideration are the proposed findings
of Arco 01l & Gas Company in the above-referenced case.

"Best regards.

Veydy truly youps,

N e O

William F. Carr

WFC:kb
enclosure

ce: Hbrace,Burton, Esqg.
Mr. Huan Q. Pham
Tom Kellahin




STATE O

OIL CONSERVATION Division
#UG 1§ 1981,

| RECEIVED
F NEW MEXICO

ENERGY AND MINERALS DEPARTMENT

OIL CONSERVATION DIVISION

'IN THE MATTER OF THE HEARING

' CALLED BY THE OIL CONSERVATION
'DIVISION FOR THE PURPOSE OF

' CONSIDERING:

éAPPLICATION OF ARCO OIL AND

. GAS COMPANY FOR DIRECTIONAL

{DRILLING AND UNORTHODOX GAS
'+ WELL LOCATION, LEA COUNTY,

NEW MEXICO.

Case: 7304
Order R~

PROPOSED FINDINGS O

the Division has Jjurisdiction
matter thereof.

i1 (2) That applicant, ARCO 011

directionally drill its Custer
of which 1s_181‘o feet from the

West line of Section 6, T25S,

formation 1800 feet from the N

feet from the West line of sail

said Section.,
(3) That the N/2 of said Sect
well.

(4) That while drilling the C

‘N/2 of said Section 6 all as ]

1-Exhibit No. 3.

H

i3]
I

| (5) That applicant has plugged back the well to a

F ARCO OIL & GAS COMPANY

(1) That due public notice having been given as required by Ilaw,

of this cause and the subject

& Gas Compény, ‘seeks approval to
Wells No. 1, the surface location

North line and 2164 feet from the

R37E, Custer Field, Lea County, New

Mexico to an unorthodox bottom hole location in t;he Devonian

orth 1line and not closer than 1480

d Section and te an orthodox bottom

hole location in the Ellenburger formation 1650: feet from the -

North line and not closer than 660 feet from the West line of

ion 6 is to be dedicated to the

uster Wells No. 1, application

| encountered a fault traversing from 'No‘rthwest to Southeast the

hown on ARCO 0il & Gas Company

)

depth of 6500




AN

feet and directionally drilled the Custer Wells No. 1 to enable
the application to complete said well in the Devonlian and

Ellenburger formations on the West slde of the fault.

(6) That the offset operator to the West, Conoco Inec., has

'dedicated the E/2 of Section 1, T25S, R36E, to its Conoco Wells

Fedearl B-1 No. 5 Well which 1s located in Unit H of said 3Section

and 1s completed in and producing from the Devonian and

fEllenburger formations.

(7Y That Conoco Inc. appeared and objected to the proposed:

gunorthodox location in the Devonian formation only.

{8) That the Conoco No. 5 Well is drilled at a point 660 feet

R
i

i
B
-

i
1

]

i
I
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i
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i
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i
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{
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3(12) That the acreage east of the fault in Section 6 cannot
?contribute to the gaé produced from the Custer Wells No. 1.

%(135 That there 1s acreage 1in the E/2 of Section 1 that cannot

from the common lease line between the Conoco and ARCO leases and

the<ARCO Custer Wells No. 1 will have a bottom hole location in

the Devonian at least 1,480 feet from said common lease line.
#(9) That the thickness of the pay zone in the Devonian formatioQ'

‘increases and the quality of thils zone improves as you move up

structure towards the fault traversing Section 6.

(10) Phat the quality of the pay zone lmproves as you move toward

Ithe fault as a besult of natural fracturlng along said fault.

(11) That the ARCO Custer Wells No. 1 will be completed at a

“higher structural point and 1in a better portion of the productive é

interval in the Devonian formation than the offsetting Conoco

No. 5 Well.

contribute to the gas produced from thé Conoco No. 5 Well.

(1%) fhe evidence showed that there were‘15;387 produgtivekacre
feet;that’wculd“cdntribute gas to the ARCO Custer wells No;yl in
the*N/é‘of Seqtioh 6 and 16,514 productive acre feet that would

Ed

contribute gas to the Conoco No. 5 Well in the”E/2 of Section 1.

IR L RO P T I, Ty




(15) That the production from the ARCO Custer Wélls No. 1 should
'be restricted to offset any advantage it may gain on the Conoco
No. 5 Well.

" (16) That the amount of pecoverable gas under each tract can be
?practicably determined in the Devonian by using productive acre
feet. |

‘f(17) That restricting production in the Devonian formation based

éupon productive~acre feet in each spacing unit 1is a reasonable
and practical method.of accurately allocating production between

?operatovs and protecting he correlative rights of each opepator

Ein the poci.

5(18) That the production from the AR Custer No. 1 Well shpuld
gbe restricted by a formula based upon the ratio betweéen the
?productive acre feet in the Devonian underlying the E/2 of
%SectiOn 1 and the productive acre feet in the Devohian underlying
ithe N/2 of Section 6, as is set out on ARCD FExhibit No. 1.

2(19) That in the absence of ahy speclal rules and regulations for
the prorationing of production of the Devonian féfmatién,'a
gproduction limitation factor should be applied against éhe
‘capacity,of the Arco Custer Wells No. 1 to produce into the
pipeline 1s determined by aﬂhual‘deliverability tests.

(20) That the ARCO Custer Wells No. 1 should be assigned a

iproduction limitation factor in the Devonian formation based upon

B

15,387 productive acre feet divided by 16,514 acre feet which
would permit the ARCO Custer Wells No. 1 to produce 93% of 1its

‘annual deliverabllity capacity, as heféihafter established. -

h AT ey o b e




Jason Kellahin $00 Don Gaspar Avenue

KELLAHIN and KELLAH
Aitorneys at Law

i v
W. Thomas Kellabin : Post Office Box 1769 o\ bs;\\i'ﬁ\ ¥

Karen Aubrey

{

Santa Fe, New Mexico 87501

July 17, 1981

Mr. Dan Nutter

0il Conservation Divigion
P.0, Box 2088

Santa Fe, New Mexico 87501

RE: NMOCD Case 7304
ARCO Directional Drilling

Dear Mr. Nutter:

The above referenced case was heard by yéu
at the examiner Learing on July 15, 1981.

Based upon the testimony and exhibits presented
at the hearing, we believe that there is substantial
evidence to support incorporating into the order the
proposed finaing$I have enclosed herej

WTK:jm
- Enclosure

cc: Mr. Bill Carr, Esq.
Mr. Vic Lyon
Mr. Paul Thompson

S e A R E YA P e e

Telephone 982-4285

Area Code 505




STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
011, CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF

; CONSIDERING:
. % APPLICATION OF ARCQ*OIL’AND Case: 7304
GAS COMPANY FOR DIRECTIONAL _ Order R-

DRILLING AND UNORTHODOX WELL
LOCATION LEA COUNTY, NEW MEXICO.

CONOCO'S PROPOSED FINDINGS

" (1) That due public notice having been given as required by
law, the DiviSidn‘haS'jurisdiction of this cause and the‘:

subject matter thereof.

(2) That the applicant, ARCO Oil & Gas Company, seeks approval

il to directionally drill its Custer Well No. 1, the surface

location of which is 1810 feet from the North line and 2164

feet from the West line of Section 6, T25S, R37E, Custer Field
Lea‘Couﬁty, New Mexico.to an unorthodox bottom hole location
in the Devonian formation not closer than 1480 feet from the
West 1iﬁe of said Section and a bottom hole 1o¢ation in the
Ellenberger not closer than 560 feet to the West line of said

SectiOn.

p

(3) That the N/2" of said Section 6 is to be dedicated to the

well.

i2 ;

(4) That applicant’fUrtherlihtehds to drill and complete a second
well in the Devonian and Ellenberger formations to whiChvthe’SIZ

of said Section 6 will be dedicated.




v

(5) That the offset operator to the West, Conoco Inc,, has
dedicated the E/2 of Section 1, T253, R36E, to its Conoco #5
a Devonian and Ellenberger well in Unit H of said Section 1,

said well being completed and producing from both said formations.

(6) That Conoco Inc., has objected to the proposed unorthodox
location in so far as the Devonian formation is concerned and
to the number of productive acres to be dedicated to the ARCO

Custer Well No. 1 in the N/2 of said Section 6.

(7) That from the evidence presented at the hearing by both

the applicant and the opponenc, there is no commercial gas
reserves in the Devonian formation in Section 6 East of the

fault line as depicted on Conoco Exhibit 2 and ARCO exhibit 3.

" (8) That any production from the Devonian formation underlying
the N/2 of said Section 6 wouldibe west of the fault line and

consists of 96 surface acres out of a 320 acre vroration unit.

(9) That there is no clearly defined Western or Southern limit
t¢ the Devonian formation in this area and its limits are a

matter of speculation and conjecture.

(10) That to produce a Devonian well at full capacity at the
" proposed location would give the applicant an unfair advantage

over the opponent.

(11) That the entire 320 acre proration unit consisting of
the E/2 of Section 1 and to which the Conoco #5 Wéll is
dedicated is reasonably*proadctive"bf gas from the Devoniaﬁ
fdimatioﬁ.

(12) That the Devonian formatiOn'underlying this area is not

in a proraced gas pool.




L R

(13) That to allow the Applicant to produce the Devonian
formation at full capacity at the proposed location with the
proposed proration unit would give the applicaﬁt an unfair
advantage over the opponent, and thereby impair the correlative

rights of Conoco Inc.

(14) That to offset the aforesaid advantage some method of
restricting production fron the proposed well at the proposed

unorthodox well location should be imposed.

(15) That the Applicant has admitted that production from the
well should be restricted and has recommended a restrlctlon
formula based wupon the ratio between the Devonlan producable

reserves underlying the E/2 of Section 1 and the N/2 of said.

Sectlon 6.

"(16) That the applicant has failed to establish substantial

evidence concerning the amount of recoverable Devonlan reserves

underlylng the E/2 of Sectlon 1.

(17) That due to the nature of the Devonian formation, a

method of restricting production as recommended by the Applicant'
would riot be a practical and reasonable method of accurately
determining the amount of gas underlying each of the bforation

units in the area..

(18) That the amount of recoverable gas under each producer's

tract cannot be, practlcally determined in the Devonlan by a

,formula which does not take into consideration the fractured

nature of the Devonian formation.

(19) That there is substantial ev1dence to establlsh that the

:Conoco #3 well in the W/2 of Section 1 has at least eight feet'

~3-




e i,

“hereinafter set forth.

of productive Devonian pay which Applicant has failed to
incorporate into its Exhibit No. 4 and its proposed penalty

formula.

(20) That considering the nature of the Devonian formétion

and the evidence introduced at hearing and in the absence

of prorationing for the entire Devonian formation in this

field, the only fair, equitable and reasonable method to
penalize the applicant's proposed well is a penalty based dpon

a surface acreage formula.

(21) That ARCO Exhibit No. 3 and Conoco Exhibit No. 2 estaﬁlish
that there is 96 surface acres in the Devonian formation in

the N/2 of Section 6 West of the fauilt.

(22) - That the Conoco #5 well was the subject of a previous

. utiorthodox well location hearing before the Division and was

‘not oppbsed by ARCO.

(23) That although ARCO could have reoriented its proration
unit in Section 6 to dedicate the W/2 of Section 6 to the

well and avoid a penalized allowable, it has elected not to do so.

(24) That in the absence of any special rules and régulatiOns
for the prorationing of prodUCti'on from the Devonian :;fo,rmation,
a production limitation factor sho'ulq be applied against said
well's capacity to produce into the)pipeline as determined by
periodic well tests. |

(25) That thewell should be assigned an allowance li'mit'atian‘ g
faCtor based upon 96 productive areas out of a 320 ;acz"ek pro- |
ration \.;nit in the ;Devoriian formation which would permit the

subject well to produce 30% of its Delivery Capacity, as
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MR. NUTTER: Call next Case 7304,

MR. PADILLA: Application of ARCO 0il
and Gas Company for directional drilling and an unorthodox
gas well. location, Lea County, New Mexico.

"MR. NUTTER: Case Number 7304. was heard
on July the 15th, 1981, and ihasmuch as certain bottom hole
locations and so forth were changed, we bad to readvertise

the case.

Case Number 7304 is now reopened. Are

there any “a_\ppearances to be made in Case 73042

If not, we'll take the case under ad-

visement, -and the hearing is adjourned.

(Hearing concluded.)
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CERTIFICATE

I, SALLY W. BOYD, C.S.R., DO HEREBY CERTIFY that
the foregoing Transcript of Hearing before the Oil Conserva-

tion Division was reported by me; that the said hearing

transcript is a full, true, and correct record of the hearingj

prepared by me to the best of my ability.

“the Examiner hearing pf Case No.1 930/2 v
heard by me on ¢/ /5 £

6\&&\,\%\» -%oqté Cs

i t the foregoing 1s.
do hereby cerlify that @he foregoing
Iu :ompl‘eie record of the proceedings tn

, Examiner

Oil Conservaiion Division
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIJ, CONSTRVATION DIVTISTION
STATE LAND OFFICE BLDG.

SANTA FFE, NEW MEXICO

12 -August 198)

EXAMINER HEARING

IN THE MATTER OF:

Application of ARCO 0il and Gas Com- )
pany for directional drilling and CASE
an unorthodox gas well location, 7304
Lea County, New Mexico.

BEFORE: Daniel S. Nutter
PRANSCRIPT OF HEARING

APPEARANCES

For the 0il Conservation Ernest L, Padilla, Esq.

Division: Legal Counsel to the Division

State Land Office Bldg.
Santa Fe, New Mexico 87501




1 2

2 | MR. NUTTER: Call next Case 7304,
3 : MR. PADILLA: Application of ARCO 01l
4 and Gas Company for directional drilling and an unorthodox
5 gas well location, ILea County,.New Mexico,
6 MR. NUTTER: Casce Number 7304 was heard
7 on July»the 15¢h, 1981, and inasmuch ags certain bottom hole
8 | 1locations and so forth were changed, we had to readvertise
9 the case. ﬁ »
10 ' Case Number 7304 i- now reopened. Are
11 thexe any appearances to be made in Case 7304?
12 If not, we'll take the case under ad-

ff 13 visement, and the hearing 1s adjourned.
14 |
. L 15 | : (Hearing concluded.)
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T, SALLY W. ROYD, C.S.R., DO HEREBY CERTIFY that

the foregoing Transcsipt

‘tion Division was raporte

transceript is & full, true, and correct record of the hearing

prepared by me to the bes

RTIYIPICATDHE

of lNearing before the 0il Conservar

d by me; that the said hearing

t of my ability.

i(zm};..ub\}.\ Doy N

I do hereby cerfify that e foregoing is
a complefe rezord of the proceedings in

tre Examiner hearing of, Case Mo, .'7.‘/'05‘
heard by me on 2/ ’ZZ' 1987 .

- , Examiner

Oll Conservation Division




JUL 13 1981 Shell Oil Company

Ol CONstﬂ\oA i 'U’TUWISI().'J P.O. Box 991
SANTA FE Houston, Texas 77001

July 9, 1981}

0i1 Conservation Division
State of New Mexico

P. 0. Box 2088 .

Santa Fe, New Mexico 87501

(ientlemen:

SUBJECT: EXAP INER*HEﬂRING

CASE #7304 _-
ARCO~OH—AND GAS COMPANY
CUSTER WALL NO. 1
SCHEDULED JULY 15, 1981

Shell 0il1 Company has reviewed ARCO 011 and Gas Company's request to d1rect1ona11y
drill their Custer Well No. 1 from the current surface location: of 1810' FNL and
2164 FHL, Section. 6, 7255, R37E, Lea County, New Mexico. We understand that the
well is to be dr111ed to a true vert1ca1 depth of 12,800' with its-targeted Bottom
Hole Tocation ‘falling within:a circle being 150' in radws, the center of which 1is
1650" FAL and 810" FWL of Section 6, T25S, R37E.

We have no objection to the outlined procedure providing that a penahzed allowable .
is granted based on the productive acreage under the proration unit assigned this

well.

% A. J.' Fore
_ Supervisor Regu]atory & Perm1tt1ng
, Production Administration
JHD:TS Mid-Continent Division

cc: Arco 0il & Gas Company
ATTN: Ben Stokley .
P. 0. Box 1610
Midland, TX 79702

.Conoco; Inc.
ATTNHugh Ingram
- P. 0. Box 460
Hobbs, New Mexico 88240
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“Chevron USA. Inc. ~ Jur
w 700 South Colorado Blvd., P. 0. Box 599, Denver, CO 80201 I

Chevron

'y ]981

o A
S

OjL, Ones /
July 13, 1981 ’““an« "
QqN

TA F\ Vl&/o,\,

Case No. 7304
NMOCD Examiner Docket
July 15. 1981

- New Mexico 011 Conservation Coﬁmission
P. 0. Box 2088 -
Santa Fe, New Mexico 87501

“Gentlemen:

It is our understanding that ARCO 0il and Gas Company will seek approval
in Case No. 7304 to directionally drill its Custer Well No., 1, located
in Section 6, Township 25 South, Range 37 East, Custer Field, Lea County,
New Mexico. The surface location is 1810' FNL and 2164' FWL of Section
6. The bottom hole location is projected to be within 100 feet of a
point 1650' FNi and 660' FWL of Section 6.

Chevron U.S.A. Inc. is a working interest owner in offsetting NMFU wells

B-1 Well No. 5. Chevron has no objection_ to ARCO directionally drilling
their Custer Well No. 1 to the proposed bottom hole location. However,

Chevron supports Conoco,operator of NMFU, in their request that the.
Devonlan aIIowg;le of Custer Well No. 1 be reduced by a factor of the
number of productive acres divided by the number of acres in a standard

“proration unit.
et enr T

Yours very truly;

A

'///G. M. Emerick

Manager, Environmental and Proration
cc: Conoco Inc. . Matters
P. O. Box 460
Hobbs, NM 88240




Page 5 of 5
Examiner Hearing ~ Wednesday -~ August 12, 1981 Docket No, 25-81

(bb) EXTEND the North Turkey Track-Horrow Cas Pool in Eddy County, New Mexico, to include
therein:

» TOWNSHIP 19 SOUTIl, RANGE 29 EAST, NMPM
- Section &4: All o

(cc) EXTEND the Twin Lake-San Andres Associated Pool in Chaves County, New Mexico, to include
therein:

: TOUNSHIP 8 SOUTH, RANGE 28 EAST, NMPH
Section 24: SE/4

7

TOWNSHIP 8 SOUTH, RANCE 29 EAST, NMPM
Section 18: N/2 sW/4
* Section 19: E/2 E/2
. Section 30: E/2
Section 32: W/2 NW/4

. TOWNSHIP 9 SOUTH, RANGE 29 EAST, NMPM
; Section 5: W/2 W/2

: . Section 6: S/2 Nf2 and S/2
Section 7: NW/4

(dd) EXTEND the Vaca Draw-Morrow Gas Pool in Lea County, New Mexico, to include therein: =

; . TOWNSHIP 25 SOUTH, RANGE 33 EAST, NMPM
: Section 2: E/2

E . (ee) EXTEND the Winchester-Morrow Gas Pool in Eddy County, New Mexico, to include therein:

; » TOWNSHIP. 19 SOUTH, RANGE 28 EAST, NMPM
Section 36: E/2

’ ) i TOWNSHIP 12 SOUTH, RANGE 29 EAST, NMPH
Section 31: N/2 -

-

(ff) EXTEND the North Young-Bone Spring Pool in Lea County, New Mexico, to include therein:

) . TOWNSRIP. 18 SOUTH, RANGE 32 EAST, NMPM ~
Section 3: s/2 -

éKSE 7304: (Readvertised)
——

Application of ARCO 0il and Gas Company Eor directional drilling and an unorthodox gas well

‘ - location, Lea County, New Mexico. Applicant, in the above-styled cause, seeks authonty ‘to

2 E i directionally drill its Custer Well No. 1, the surface location of which is 1810 feet from the
North line and 2164 feet from the West line of Secticn 6, Township 25 South, ‘Range” 37 East,,
Custer - Fleld, in  such a manner as to penetrate the " Devonian formation at an unorr.hodox loca-
tion within 100 feet of a point approximately 1800 feet from the North line and 1480 feet
from the West line of said Section 6, and to bottom said:-well in the’ Ellenburger formation
vithin 100 feet of a point approxunately 1650 feet from the North line and 760 feet from .
the West line of said Section 6, but in no event closer than 660 feet to said line. The W/2
of said Section 6 would be dedlcated to each of said formations.

)

F e
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BEFORE THE NEW MEXICO OlL @g@éﬁ}gﬁ?d

Jut. 28 1981

APPLICATION OF ARCO OIL AND o
GAS COMPANY:TO DIRECTIONALLY e T D s
DRILL ITS WELL ARCO CUSTER ot SANTA. FE

WELLS NO. 1 LOCATED,IN THE N/2 ci8e "No~. 7304

OF SECTION 6, TOWNSHIP 25 SOUTH
RANGE 37 EAST, N.,M.P.M., CUSTER
FIELD, LEA COUNTY, NEW MEXICO

AMENDED APPLICATION

COMES NOW, ARCO Oil & Gas Co@pany (ARCO) by its attorneys,
Montgomery & Andrews, P.A., and’applies for an order ailowing it
to directionally drill its ARCO Custer Wells No. 1, 1ocatéd in
the N/2 of Section 6, T. 25 S., R. 37 E., N.M.P.M,, Custer Field,
Lea Coﬁnty, New Mexico, and in support of its appiications
statés: | » |

1. ARCO Has commenced driiligg its Custer Wells No. 1 well
1810 feet from the north line and 2,164 feet from the west line
in the N/2 of Section 6, T. 25'S., R. 37 E., N.M.P.M., Custer
Field, Lea County, New Mexico pursuant New Mexico 0il Conser-
vation Division Order No. R-6626. In‘that'order,ARCO was desig-
nated operatér Qf*tﬁe shbjéét well and the unit.

2, In the process of drilling its Custer Well No. 1, ARCO)
cut a fault. As a result, ARCOVproposes to plug back to 6,500
feet and to directionally drill the well to a point within 100
feet east of a point 1,650 feet from the north line and 660 feet
from the west line Section 6, T. 25 S., R. 37 E., N;M.P;M. and at
a true vertical depth of 12,800 feet. ARCO also proposes a non-
standard 1ocation)in the Devoniahﬁ1;800 feet from the north 1ine'

and 1,480 feet from the west line of aboveidescfibed Section 6 in

flconnection with this application.
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3. The granting of this application will prevent waste and

iprotect correlative rights.

ully submitted,
&

RY & ANDREAIS, P.A.
W//

y
Allen H. Br¥ll 7~ ’
Gary R. Kilpatric

P,0. Box 2307
N Santa Fe, New Mexico
(505) 982-3873

87501
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BEFORE THE NEW MEXICO OIL CONYB WWE
JUL 28 1981

OoiL CONSERVHHUN‘ NENVTY |

APPLICATION OF ARCO OIL AND
‘GAS COMPANY TO DIRECTIONALLY

'DRILL ITS WELL ARCO CUSTER |
WELLS MO. ! LOCATED IN THE N/Z2 Case %QPFA7554

i:OF SECTION 6, TOWNSHIP 25 SOUTH

‘RANGE 37 BAST N.M.P.M., CUSTER
‘FIELD, LFA COUNTY NEW MEXICO

- AMENDED APPLICATION

COMES NOW, ARCO 0il & Gas Company (ARCO) by its attorneys,

“to directionally drill its ARCO Custer Wells No. 1, located in

‘Montgomery & Andrews, P.A., and applies for an order allowing it

'the N/2 of Section 6, T. 25 S., R. 37 E., N. M P.M., Custer Field,

l
!

Lea County, New Mexico, and in support of its appllcatlons

; states :

1. ARCO has commenced drilling its Custer Wells No. 1 well

¥1810 feet from the north line and 2,164 feet from the west line

l
i
:
l

'in the N/2 of Section 6, T. 25 S., R. 37 E., N.M.P.M.,> Custer

F1e1d Lea County, New Mexico pursuant New Mexico Oil ConSer-

*vatlon Division Order No. R-6626. In that order ARCO was desig-

nated operator of the subJect well and the unit. .

.\k

2. In the process of drllllng its Custer Well No. 1, ARCO

cut a fault. As a result, ARCO proposes to plug back to 6,500

feet and to directionally drill the well to a p01nt within 100

Lfeet east of a point 1,650 feet from the north line and 660 feet

if

qfrom the west~1ine~Sectioh 6, T. 25 8., R, 37 E., N;M.PQM. and at

a true vertical depth of 12 ,800 feet. ARCO also proposes a non-

standard locatlon in the Devonxan 1,800 feet from the north 11ne

and 1 480’feet from the west line of above descrlbed Sectlon 6

‘connectlon w1th this application.

in
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3. The granting of this application will prevent waste and

5~protect correlative rights.

y submitted,

MONTGOMERY & Amyﬂs, P.A.
/ ,

Gary R. Kilpatric

P.0. Box 2307 ‘
Santa Fe, New Mexico 87501
(505) 982-3873 ‘
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FDRILL ITS WELL ARCO CUSTER
WELLS HNO. 1 LOCATED IN THE N/2

;vatlon Division Order No. R-6626. 1In that order ARCO was desig-

H
o

’ i > ~
‘Montgomery & Andrews, P.A., and applies for an order allowing it

|
|
E
:

|
!

!
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BEFORE THE NEW MEXICO OIL

APPLICATION OF ARCO OIL AND
'GAS COMPANY TO DIRECTIONALLY

JUL. 28 1981
, ISTON
oI CO’E&&X}“&'} 504

iOF SECTION 6, TOWNSHIP 25 SOUTH
‘RANGE 37 EAST N.M.P.M., CUSTER

'FIELD, LFA COUNTY, NEW MEXICO

AMENDED APPLICATION

COMES NOW, ARCO Oil & Gas Company (ARCO) by its attorneys,

'to dlrectlonally drill its ARCO Custer Wells No. 1, located in
ithe N/2 of Section 6, T. 25 S., R. 37 E., N.M.P.M., Custer Field,

llLea County, New Mexico, and in support of its applications

rstates:

1. ARCO has commenced drilling its Custer Wells No. 1 well

:, . ‘
‘1810 feet from the north line and 2,164 feet from the west line

?ln the N/2 of Section 6, T. 25 S., R. 37 E. » N.M.P.M., Custer

Fleld Lea County, New Mexico pursuant New Mexico 0il Cbnser-

3nated.operetor of the“sﬁbject well and the unit.

i

2. In the process of drilling its Custer Well No. 1, ARCO

;cut a fault. As a result, ARCO proposes to plug back to 6,500

!
i:
l
!
b
l
r

i

)feet apd to directionally drill  the well to a point within 100

feet east of a point 1,650 feet from the north line and 660 feet
from the west line Section 6, T 25 S., R. 37 E., N,M.P.M. and at
a true vertical depth of 12,800 feet. ARCO also proposes a non-
‘standard 1ocat10n in the Devonian 1 800 feet from the north 11ne

‘and 1 480 feet from the west 11ne of above descrlbed Sectlon 6 ‘in

connectlon w1th this appllcatlon

\
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{protect corfelative rights,

Re
MO

By

The granting of this application will prevent waste and

spectfully submitted,
NTGOMERY & ANDREAWS, P.A.
§¢8%7 ///

AMlen H, Br{1l 7
Gary R. Kilpatric
P.0O. Box 2307

Santa Fe, New Mexico
(505) 982-3873

A

87501
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b BEFORE THE lEW MEXICO O

"APPLICATION OF ARCO OIL AND JUI.;

' GAS COMPANY TO DIRECTIONALLY —.

DRILL ITS WELL ARCO CUSTER OIL CURSEn v vt rure Urvrol a1
WELLS MNO._ 1 LOCATED IN THE N/2 SN &eFfNo . 7304

IiOF SECTION 6, TOWNSHIP 25 SCUTH
. RANGE 37 E.AST N.M.P.M., CUSTER
‘FIELD LEA COUNTY NEW MbXICO

i
5 AMENDED APPLICATION

i
]
i

Ei

COMES NOW, ARCO 0il & Gas Company (ARCO) by its attorneys,
1Montgomery & Andrews, P. A., and applies for an order aliowing it
lt:o directionally drill its ARCO Custer Wells No. 1, located in
‘the N/2 of Sectlon 6, T. 258., R. 37 E., N.M.P.M., Custer Field,
:;?Lea County, New Mexico, and in support of 1ts applicationg

fstates:

1. ARCO has commenced driiling its Custer Wells No. 1 well

1810 feet from the north 1ine and 2,164 feet from the west line

g 1n the N/2 of Section 6, T. 25 S., R. 37 E., N.M.P.M., Custer

Fleld Lea County, New Mexico pursuant New Mexico 0il Conser-
-vatlon Division Order No. R- 6626 In that order ARCO was des1g-
nated operator of the subject well and the unit. »

2. In the process of drilling its Custer Well No. 1, ARCO
;Efcut a fault. As a result, ARCO proposes to plug back to 6,500
Eéfeet and to directionally drill the weil' to a point within 100
‘feet east of a point 1,650 feet from the north line and 660 feet
‘from the west line Section 6, T. 25 S R. 37 E., N.-M.P.M.; and at
a true vertical depth of 12,800 feet. ARCO also proposes a non-—
,standard locatlon in the Devonlan 1,800 feet from the north 11ne

and 1,480 feet from the west line of above- descrlbed Section 6 in

¥
I

‘coninection with this application.
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3. The granting of this application will prevent waste and

"protect correlative rights.

!

Resp

tfully submitted,
R

ec
MONTGO & ANDREFIS, P.A.- «
By 9 4 2 //

Mlen H, Br¥i17

‘Gary R. Kilpatric

P.0O. Box 2307

Santa Fe, New Mexico 8750t
(505) 982-3873
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Docket No. 22-81

Dockets Nos., 23-81 and 24-81 are tentatively set for July 29 and August 12, 1981. Applications for hearing
myst be filed at least 22 days in advance of hearing date.

DOCKET: EXAMINER MEARING - WEDNESDAY ~ JULY 15, 1981

9 A.M, - OIL CONSERVATION DIVISTON CONFERENCE ROOM,
STATE LAND OFFICE BUILDING, SANTA FE, NEW HEXICO

The following cases will be heard before Daniel S, Nutter, Exaniner, cr Richard L. Stamets, Alternate Examiner:

ALLOWABLE: (1) Consideration of the allowable production of gas for August, 1981, from fifteen prorated pools
in Lea, Eddy, and Chsves Counties, New Mexico.

(2) Consideration of the allowable production of gas for August, t98], from four prorated pools in
San Juan, Rio Arriba, and Sandoval Counties, New Mexico.

CASE 7302: Application of El Paso Natural Gas Company for downhole commingling, Rio Arriba County, New Mexico,
Applicant, in the above-~styled cause, seeks approval for the downhole comsingling of Chacra and
Mesaverde production in the wellbores of four wells to be drilled in the SE/4 and SW/4 of Section
34, Township 27 North, Range 7 West, and the SW/4 and NW/4 of Section 2, Township 26 North, Range ?7

West, respectively.

CASE 7303: Application of Florida Hydrocarbons Company for surface commingling, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the surface commingling of Morrow, Strawn,
“Atoka, and Wolfcamp gas produced from five wells located in Unit F of Section 10, Units G and O of
Section 15, and Units A and I of Section 22, all in Township 23 South, Range 34 East, Antelope
Ridge Field, after separately metering the gas produced from each well and each zone. Lease liquids
wvould be sgparated out at the wellhead and the gas processed in a plant, allocating plant proeduction
back to each well on the basis of meter readings. Applicant further seeks a procedure whereby
additional wells could be similarty commingled in said system.

/—CA"S'm);‘ Application of ARCO Oil and Gas Company for directional drilling, Lea County, New Mexico,

! ST T =-Applicant, in the above-styled cause, seeks authority to directionally drill its Custer Well No. 1,

3! the surface location of which is 810 feet from the North line and 2164 feet from the West line of
Section 6, Township 25 South, Range 37 East, Custer Field, to a bottom hole location within 100

feet of a point 1650 feet from the North line and 660 feet From the West line of said Section 6,

at a true vertical depth of approximately 12,800 feet.

CASE 7305: Application of Amodo Production Company for compulsory pooling and an unorthodox well location, Eddy

N County, New Mexico. Applicant, in the szbové-styled cause, seeks an order pooling all mineral
interests in the Pennsylvanian formation underlying the W/2 of Section 34, Township 23 South, Range
28 East, to be dedicated to a well to be drilled at an unorthodox location 660 feet from the South
line and 1980 feet from the West line of said Section 34. Also to be considered will be the cost
of drilling and completing said well and the allocation of the cost thereof as well as actual
operating costs and charges for supervision, designation of applicant as operator of the well, and
a charge for risk involved in drilling said well.

SRR

CASE 7306: Application of Getty Oil Company for pool creation, special rool rules, and a non-standard proration
. unit, Lea County, New Mexico. Applicant, in the above-styled cause, secks the creation of a new
Lower Pennsylvanian gas pool for its Federal 33 Well No. 1 located in Unit G of Section 33, Township
26 South, Range 33 East, and the promulgation of special rules therefor, including provisions for
640-acre spacing. Applicant also seeks approval of a 616.24-acre non-standard gas proratien unit

comprising Sections 33 and 34, Township 26 South, Range 33 East.

T AN A e

CASE 7307: Application of Mesa Petroleum Company for compulsory pooling, Rio Arriba County, New Mexico.
Applicant, in the above-styled cause, seeks an order pooling all royalty interests in the Mesaverde
formation underlying the W/2 of Section 23, Township 26 North, Range 6 West, to be dedicated to its
Federal Well No. 12E drilled at a standard location thereon. :

- ~

CASE 7308: Application of Mesa Petroleum Company for compulsory pooling, Rio Arriba Colinty, New Mexico.
Applicant, in the above-styled cause, seeks an order pooling all royalty interests in the Mesaverde

g formation underlying the E/2 of Section 23, Township 26 Nort®, Range 6 West, to be dedicated to its
Federal Well No. 11E drilled at a standard location thereon.

AR Y g

CASE 7074: (Reoi)ened and Readvertised)

In the matter of Case 7074 being reopened pursuant to the provisions of Order No. R-6565, which

order created the South Elkins-Fusselman Gas Pool in Chaves County, New Mexico, to pemié all”

mtgreste? parties to appear and present evidence as to the exact -nature of the reservoir, and’
_ more particularly, as to the proper rate of withdrawal from the reservoir if it is cletei-nu:.‘n‘ed~ to
> be a retrograde gas condensate reservoir. ’

&
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MONTGOMERY & ANDREWS

J. O. SETH (1883-1963) PROFESSIDNAL ASSOCIATION ALBUQUERQUE OFFICE
FRANK ANDREWS (1314-1981) ATTORNEYS AND COUNSELORS AT LAW SUITE 96

225 PASEQ DE PERALTA ANK OF NEW MEXICO BUILDING

A. K, MONTGOMERY

SETH D, MONTGOMERY POST OFFICE BOX 2307
FRANK ANDREWS TIX

OWEN M. LOPEZ SANTA FE, NEW MeEXICO 8750t
VICTCR R. ORTEGA —————e

HN E, )
jg,‘,’gg%?’;g;‘;um 8 TELEPHONE SOS5-9682-3873

2N 8. POUND, - TELECORY S05-982-4289
THOMAS W. OLSON

WALTER J. MELENDRES ~~
t RUCE L. RERR [ Ys7 Yy

: MICHAEL W, BRENNAN June 25, 1981 S A”U/V 0

¢ . ROBERT P WORCESTER ANTA g7y

3 JOHN B. DRAPER Fe Or
i NANCY M. ANDERSON :

N RUDOLPH B. SACKS, JR. B

JANET McL, MCKAY ,

EDWARD F, MITCHELL IIX

ALLEN H. BRILL

CARRIE L. PARKER

N

3
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e s New Mexico 0il Conservation Division 5 ”)3()¢
| E B State Land Office - AR
; Post Office Box 2088 -

SRR

Santa Fe, New Mexico = 87501

Re: Application for Directional Dfilling and Refiling of
Form C-103 for ARCO's Custer Wells, Well No. 1

e : Gentlemen:

Enclosed please find ARCO's application for directional
drilling and three copies of an amended form C-103 for the
same well.

Please advertise the application for directional dril-

& ling for hearing on your July 16, 1981 calendar or, if that
docket is full, on the next available hearing date there-
after. 'If you have any questions concerning this application,
or should anything further be required, please do not hesitate
to contact me.

Very truly yours,

GRK:cl

oA

%
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BEFORE THE NEW MEXICO OIL CONSERVATION DIVISION

HAPPLICATION OF ARCO OIL AND

GAS COMPANY TO DIRECTIONALLY

DRILL ITS WELL ARCO CUSTE i
WELLS NO. 1 LOCATED IN TH @,RWS@? No. D30Y
OF SECTION 6, TOWNSHIP 25|MgsUth™ ~ " '~

RANGE 37 EAST, N.M.P.M., {IBTER 2 ; ]
FIELD, LEA COUNTY, NEW MEKICO U 25 Kmtgl

OIL CONSERVATION DIVISIOHN

appLPEATA Sk

COMES NOW, ARCO Oil & Gas Company (ARCO) by its attorneys,
Montgomery & Andrews, P.A., and applies for an order allowing it
to directionally drill its ARCO Custer Wells No. 1, located in
the N/2 of Section 6, T. 25 S., R. 37 E., N.M.P.M., Custer Field,
Lea County, New Mexico, and in support of its applications
states: |

1. ARCO has commenced drilling its Custer Wells No. 1 well
810 feet from the north line and 2;164 feet from the west line in
the N/2 of Section 6, T. 25 §., R. 37 E., N.M.P.M., Custer Field,
Lea County,»New Mexico pursuant New Mexico OilkConservation
Division:Order No. R-6626. In that order ARCO was designated
opérétor of the subjeét well and the unit.

2. In the process of drilling its Custer Well No. 1,>ARCO
cut a fault. ’As a result, ARCO proposes to plug back to 6,250
feet and to directionally drill the well to a circle with a 100
foot radius, the center of said circle to be 660 feet from the
west line and 1,650 from the north line of Section 6, T. 25 S.,
R. 37 E., N.M.P.M. and at a true Vertical depth of 12,800 feet.

.

3 The granting of this application will prevent waste and
protect correlative rights.

Respectfully submitted,
MONTGOMERY & ANDREWS, P.A.

Santa Fe, New Mexico 87501
(505) 983-3873
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~", _ ’ Respectfully submitted,

BEFORE THE NEW MEXICO OIL CONSERVATION DIVISION

APPLICATION OF ARCO OIL AND
GAS COMPANY TO DIRECTIONALLY
DRILL ITS WELL ARCO CUSTER

WELLS NO. | LOCATED I Case No. 2304
OF SECTION 6, TOWNSHI W%’ ‘ '
RANGE 37 EAST, N.M.P. (3 P

FIELD, LEA COUNTY, N EXIGO o = 19q]

CONR 1R RISION
GiL CONRp T BATRO

COMES NOW, ARCO 0il & Gas Company (ARCO) by its attorneys,

Montgomery & Andrews, P.A., and applies for an order allowing it

fto directionally drill its ARCO Custer Wells No. 1, located in

|the N/2 of Section 6, T. 25 S., R. 37 E., N.M.P.M., Custer Field,

Lea County, New Mexico, and in support of its applications
states: |

1.  ARCO has commencéd drilling its Custer Wells No. 1 well
810 feet from the north line and 2,164 feet from the west line in
the»N/2 of Section 6, T. 25 S., R. 37 E., N.M.P.M., Custer Field,

Lea County, New Mexico pursuant New Mexico 0il Conservation

Division Order No. R-6626. In that order ARCO was designated

bperator of the suﬁject well and the unit.

2. In the process of drilling its Custer Well No. 1, ARCO
cut a fault. As a result, ARCO pfOpoSesdto plug back to 6,250
feet and to directionaliy drill the well to a circle with a 100
foot radius, the center of said circle to be 660 feet from the
west liqe and 1;650 from tﬁe north line of Section 6, T. 25 S.,
R. 37 E., N.M.P.M. and at a true vertical depth of 12,800 feet.

3. The granting of this application will prevent waste and |.

protect correlatlve rights. . | \

MONTGOMERY & ANDR@WS P A.

Santa ‘Fe, New Mex ico
(505) 982 3873 ‘
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BEFORE THE NEW MEXICO OIL CONSERVATION DIVISION

{APPLICATION OF ARCO OIL AND

GAS COMPANY TO DIRECTIONALLY

DRILL ITS WELL ARCO CUSTER
WELLS NO. 1 LOCATED IN THE N/2 Case No. S>30

OF SECTION 6, TOWNSHIP 25 SOUTH
RANGE 37 EAST, N.M.P.M., CUSTER

FIELD, LEA COUNTY, NEQ ‘$1;§%$ﬁ5325§
\ﬂﬂbﬁﬁié%&héu

: OIL CONSit7ATIVR DIVISION
COMES NOW, ARCO 0il & Ga#VT@okfpany (ARCO) by its attorneys,

Montgomery & Andrews,;P.A., and applies for an order allowing it
to directionally drill its ARCO Custer Wells No. 1, located in
the N/2 of Section 6, T. 25 S., R. 37 E., N.M.P.M., Custer Field,
Lea County, New Mexico, and in supporf‘of E;s appliéatiOns
states: )

1. ARCO has commenced drilling its Custer Wells No. 1 well
810 feet from the north line and 2,164 feet from the west line in
the N/2 of Section.6, T. 25 S., R. 37 E., N.M.P.M., Custer Field,
Lea Coﬁnty, New Mexico pursuant New Mexico Oil Conservation
Division Order No. R-6626. In that order ARCO was designated
6perator of the subject well ard the unit.

2, In the process of drilling its Cuéter Well No. 1, "ARCO
cut a fault. As a result, ARCO proposes to plug back to 6,250

feet and to directionally drill the well to a circle with a 100

1foot radius, the center of said circle to be 660 feet from the
| west line and 1,650 from the north line of Section 6, T. 25 S.,
R. 37 E., N.M.P.M. and at a true vertical depth of 12,800 feet.
3. The granting of this application will prevent waste ‘and’
protect correlative figﬁts.

Respectfully submitted,’
MONTGOMERY & ANDREWS, P.A.

Ty~F. Kilpatfic
P.0. Nox 2307

Santa Fe, New Mexico
. (505) 982-3873

it Sk S S R Tt v R s B i




STATE OF NEW MEXICO
CHERGY &no MINERALS DEPARTMENT

PRy OlL. CONSERVATION DIVISION
[ onsthiourion » P.O.NOX 2088 Forn €100 rg
SANTAFE ’ SANTA FE, NEW MEXICO 87501

rive

- JUN 9 ¢

SUNDRY. NOTICES AND REPORTSFOMMWELLS mw
ac e A"thATID-,: :Igzon:llv‘".gnu':n&(s:’- :","."‘9’ :Ct)&gm;vmft; JAVIO) &

[$a. tnglcute Typo of Leusa

Stale D Foo D

5, State Ol & Gas Leaso No.

{00 WOt VIt Ynls IOAu FOR PAOPO

o N [:X] SQNTA Ff_ IVISTOTT 7. Unil Agreement Nome

wely weLl oTHLA.
S NGme ol Opeiator ] - 8. Fcum or LLease liame

ARCO 011 and Gas_Company Custer Wells
:.Kddreas ol Operator 9, Well No.
_P. 0. Box 1710, Hobbs, New Mexico 83240 1
.. ~- Location ol Well R ,‘luosgleo;‘d and Pool, or Wiidcat
f uRIT LEETER . F . 1810 FEET PAOM THE ___Nﬂ_t_h__ UHE Auo__Z]-_&Q_ FLET FROM Devonian Ellenburger

;7' _ West L \- 25-S 37-E
\\\\\\\\\\\\\\\\\\ 1s. E;;:;!glonl(Shonghethcr DF, RT, CR, etc.) N f;uanty \\\w\ \\\

Check Appropriate Box To Indicate Nature of Notice, Report or Other Data

NOTICE OF INTENTION TO: SUBSEQUENT REPORT OF:
) PCAFORM ALMIOIAL WORKR D PLUG AND ABAMNDONM D REMCOIAL WOAR D ALYCALING CASING D
TUMMPORAAILY ABANDON S COMMIEINCE DRILLING OPNS, B ’LUG. AMD ABANDONMENTY D
i ,” PULL OA ALTEA CAII);G . CHANGL PLANS D CASING TEST ARND CEMENTY JQB )
. OTHER D
omea Plug back and directionally drill X] ’
5 i

. 7. Ossctibe, Proposed or Compleled Operations (Clearly state all periinent defmls. and give pertinent dates, including estimated date of starting any propo:cd
wo:k) SEZ RULE 1103, .

Propose to p1ug back to the base of the protection pipe and sidetrack at about 6200 feet.

The new bottom hole location will be 1650' FNL, 660' FWL of Section 6. The true vertical
depth will be 12,800 feet.

18. 1 heredy certily thet tha Inlorm‘llon sbove Is true ‘and complete (o the best of my knowledge and beliel.

srento JJ &Q Ié\(]/[r\_,/  rmee. Area Engineer ’ ‘ oare_dune 16, 1981

T S
¥ RS RE TR

* :
APPROVED BY B firee i DATE

CONDITIONS OF APPROVAL,IF ANY:

i
ey 1

8 / . e ) A e iy g
. , y
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STATE OF NEW MEXICO
TNERGY 30 MIMERALS OEPARTMENT

LA L TR T RN )

DI1I3TNIOUTION
s
SANTA F g

OIL CONSERVATION DIVISION
P.O BOX 2088
SANTA FE, NEW MEXICO 87501

forn C-103 -
Revised 10-1-7

:':; s Sa. Indicute Tyspe of Leuse
CAno OT7ICE State reo (]
oreEnATOA . S, Stote Oll & Goas L.ease No.
- 7En(dnffu 57 3 P17 [ -
SUNDRY NOTICES AND R TS O WELLY!. 7.9 \\\\\“
100 nor van Tt Lo AN EIR TR LERE L 2 ‘.',:;r;l;:f; ;s;,::;',‘* N
Uy 138] IU 7. Unft Agrecment Name
B e U r’J,JV ST e e Lo T
Name ol Opsiotor \>41 UJJ D'WST(-JT . Farm or Lease tame
ARCO 011 and Gas_ Company S ’ Custer Wells
"t Xddreas ol Operator 9. Well No.
_P. 0.8 Mexico 28240 1
- ~. Locatfon of Well . .10, Efeld and Pool, or Wiidcat
- : : Lister ;o
‘ . UNIY LEYTLIR F 1810 FCLT FROM TML ___N_O_r_tb_____ LINE AND _ll.&g—— FELET TAOM Devon1an n r
1
t THe weSt LING, 3CCTION 6 YOWNIHIP 25-S RENGE 37-E NMPA, \
\ \
} \ 15. Elevattsn (Show wkether DF, RT, GR, etc.) 12. County . Yj
| 3239.1" GR Lea R
Check Appropnate Box To Indicate Nature of Notice, Report or Other Data
SUBSEQ-UENT REPORT OF:

NOTICE OF INTENTION TO:

ALYCAING CASING

RCMEOJAL YWORK
PLUG AND ABARCONMINT D

PLUG AND A‘IA"‘DON D D
& . = &
ornea P]ug back and directionally drill;: x]

Tascrlba Froposed or Completed Operattons (Clearly state all pertinent derails, and give Ppertinent dales. tneluding escimated date of starting any prcpou

PLAFORAM ALMLOIAL WORNR D
TEMPORARILY ABANDON COMMENCE DAILLING OPNS.
PULL OR ALTER CABING CHANRGE PLANS CASING TCST AMD CEMEINT JQB

OTHER

work) SEE RULE 109,

Propose to plug back to the base of the protection pipe and sidetrack at about 6200 feet.

The new bottom hole location will be 1650' FNL, 660’ FWL of Section 6. The true vertical

depth will be 12,800 feet.

iy

18. 1 hereby centify that the informstion above s true and ‘complete to the best of my \'nowtcdge end belief.

7f
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S
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I
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ﬂ & H’\(W\/ nvee, Area Enginee‘r oire_dune 16, 1981
APPROVED BY YITLE DAYL
CONDITIONS OF APPROVAL, IF ANY} . R ¢z
Z}J.".‘w-«‘.-l-: e )
-




" STATE OF NEW MEXICO

ENEAGY eng MINMERALS DEPARTMENT
OIL CONSERVATION DIVISION
forn C-103

s A (02188 SLCTEVYD
DIST HIAUTION P. 0. N0 X 2088 . Reyised |g.|'.7a
IANTA Fe SANTA FE, NEW MEXICO 87501
Sa, Indicute Typo of Leuse

7ive -
’ State [:] ‘ Foe D )

V.5.0.9,
LANMD OFrFiICHL
oreaaroOn

- « RT T LN [P LN PPN :
| | SUNORY NOTICES AND R Qg}jﬂ'{%}%;’dﬂg,ﬂ? 2ol \\\\\\\\\W
~’ ‘ A ) 70 DIFFERENT AL ] N. N\ \ \

$, Stale OYl & Gas Lease No,

(00 NOY UsE vnu FORML FOM PAOFOIALS TO ORILL Y cere
SL ' APPLICATION FOR PLRIAIT —*F (FOPM C-108) 7
7. Unil Aqreement Name

ol cAB - ‘ s;UN .)J J 1981
D — m = J lU\ jJ 8, Farm os Lease liame

.'.*Nc'r'n!::TOpo:clor arin
. , O CONSTRYATION DIVISION
ARCO 011 and Gas  Company ¢ EQNTA Fe Custer Hells
¥ Address ol Cperator 9, Well #o.
‘ P. 0. Box 1710, Hobbs, N’le'jexu:Q 88240 1
) . Locallon of Wall . h){lold and Pool, or Wildcat
b e cerren F L1810 scer rmonone __NOPEh  Giwcawo 2168 secr raoul Devonian/Ellenburge

WI ™C lqut LINL, SECTION 6 TOWNSHIP 25-5 RANGE 37-E WP, &
o

\\\\\\\\\\\\\\\\\\\\\\\ it e OF G 5 o - k\ ‘ N

Check Approprmte Box To Indicate Nature of NStice, Reporz or Other Data
NOTICE OF INTENTION TO: SUBSEQUENT REPORT OF:

D ALTERING CASING D
B PLUG AND ABAMDONMENT D

O

PLAFCFM ACMEOIAL WORR D PLUC ANO ABANWDON D ALMLOIAL WOAK

TEMPORAAILY ABANDON COMMEINCE DRILLING OPNS .
CHAMGE PLANS D CASING TEST AMD CEMENT 2QB

PULL OR ALYER CASING

OTHER

oruea P1Ug back and directionally drill x]

. Describe . Proposed or Completed Operations (Clearly state all pertinent details, and give pertineat dates, including estimated date of starting any propoud

wwk) SEE RULE 109,

Propose to plug back to the base of the protection pipe and sidetrack at about 6200 feet.

The new bottom hole location will be 1650' FNL, 660' FWL of Section 6. The true vertical

depth will be 12,800 feet.

s

%
i

18, 1 hereby certify that the Information above Is lrue and complete to the best of my Enowledge and beliel.

arento ;Ll &Q Fihjyyr\\,/ TiTee. Area Engineer oare June 16, 1981

18,
ALY

G

R

SN

7

32

;i% B
B

# APsROVLD BY TITLE OAYE

Bl

% cONDITIONS OF APPROVYAL, IF ANY:
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STATE OF NEW MEXICO
R : ENERGY AND MINERALS DEPARTMENT
' : _ . OIL CONSERYATION DIVISTION

IN . THE MATTER OF THE HEARING ;
CALLED BY 'THE OIL CONSERVATION /

DIVISION FOR THE PURPOSE OF 7 :
COMSYDERING: :
’ ?; Case No. 7304 é
! Order No. R-(e??l
KP%LICATION CF ARCO OIJ, AND GAS - i
; COMPAMY FOR DIRECTIONAL DRILLING » : //f;" f
AND AN UNCRTHODOX GAS WELL LGCCATION, y; :
. LEX COUNTY, NEW MEXICO. A 4777'\' i
- L ORDER OF THE DIVISION ;
:} ggifﬁs PIVISION: | o
f% i This cause came on for hearing at 9 a;m. on July 15, 1981, g
d lj gnd on  August 12; 1981, at Santa Fe, New Mexico, bhefore ;EH
gxaminer Daniel §. Nutter. ‘ ’ 2
j; NOW, on this dav of October, 1981, }the pivision o
%irector, having considéred the testimony, the record, and thév |
’ gecommehdatidns of the Examiner, and being fully advised in the
éremises, |
- 5 ;g FINDS: . | f
%. ; (1) That due public notice“having been givén'as required |
gy law, gﬁe'Division has 5ufisdiCtion of this cath aﬁdnthe'
(gubject ﬁatter théreqﬁf ‘ -
S (2) Th@t the»applicant, AﬁCO Oii’and Qas_Company, ééeks §
guthorfty to directionally drill Its~Ch§ter Wells Well No. 1, é
'?he surface 1ocation‘of which ;s 1Sidifeet from the North line _i
5 , e , e
i i




e
AR

lacre tract.,

and 2164 feet from the West line of Section 6, Township 25
‘South, Range 37 FEast, Custer Field, in such a manner as to
ipene”crate the Devonian formation at an unorthodox location
5,within 100 feet of a point approximately J.800Afeet from the
%ﬁortlx line and 1480 feet from the West line of said Section 6,
: it 4 stedord location

»fand to bottom said wel],Ain ‘the Ellenburger formation within 100
feet cf a point approximateiy 1650 feet from the North line and
760 feet from the West line of said Section 6, but in no event
fcioser than 660 feet to said line. The N/2 of saijid Section 6

?%Jould be dedicated to each of said formations.

: (3) That the offset operator t¢ the west, Conoco, Inc.,

‘D‘VOI’NQH

'appeared ‘at the hearing and obijected to the unorthodoyhlocatlon

.i
gpn grounds that it would cause drainage of nydrocarbons from
i

%;\mder the E/2 of Section 1, Towriship 25 South, Range 36 East,
;EENMPM, being the spacing and proration unit dedicated to

eConoco s wel]s Federal B 1 Well No. 5, located 1:650 feet from

i Section

‘the North llne and 660 feet from the East line of said See-

’ta.-e-n-—l—-; and would therefore impair Conoco's correlative rlqhts.
| :
j (4) That the Custer-Devonian Gas Pool appears to be of

l

very linmited lateral extent, being bounded on the north and
ieast by a northwest/:outheast trending fault and on the south

§and west by a productive limit bhased on reservoir rock Quality

i .
" tand structure.

4

I
i
’
7

'appear that because of the size and. shape of the reservoir,

“ >

B

'penalty for welis dulled at unorthodox locations or on tracts

E

! ,
Whl(‘h are shown to be only partlally productlve ‘most” often

{(5) That from the best information a\railable, it wouid

'none of the wells nresently completed in sald reservoir, nor

the subject well, has dedlcated thereto a fully productlve 320-

(6) That the Division, in determlnlng the’ approprlate*
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relies on a straignt acreage determination -of drainage
impingement onto offsetting tracts or of produétive areas.,

(7) :That inasmuch as each well in the Custer-Devonian Gas
Pool appears to have less than 320 productive écres dedicated
thereto, and no well's productibn has been penalized hereto-
fore, determination of & penalty factor based on straight
acreage in the instant case would be arbitrary and unjust and
would not protect correlative ;%?ﬁb. ’973

{8) That Section 70-2-33H, NMSI\A Compilation, defines
correlative rights as being f....the opgortunity\afforded, S0
far as_ it is practicéble to do so, éo the owner of each
property in a pool to producé without waste his jdét and
equitable share of the o0il or gas, or both, in the pool...."

(3) That the protection of correlative rights in‘this
particulaf}cése can best be served b& not utilizing the usual
methods of straight acreage penalty ‘determination, but by
utilizing a formula involving net acrééfeet)of pay.

(10) That the only offsetting well to applicant's Custer

Wells Well -No. 1 which would be adversely affected by said well

is the Conoco Wells Federal B-1 Well No. 5, located as

described in Finding No. (3) above,

(11) That according to the best available evidence at tﬁé
hearing, said Conoco wells‘Federal B-1 Well No. 5 hasvsome
16,514 acre-feet of Devonijian pay within. its dédi¢ated spacing»
and proration unit (the E/2 of Section 1, TanShip 25 South;
Range‘3B'East, NMPM) which"it can preSumale drain.

{12) That according to the best available evidence at the

'hearing, the proposed well, ARCO's Custer WelIS‘Well‘No. 1,
! would have some 15,387 acre feet of DevOnién pay within its

‘dedicated spacing and proration Gnit (the N/2 of Section 6,

Township 25 south, Range 37 East, NMPM) Which it would

. Y
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- presumably drain.

(13) That inasmuch as said ARCO Custer Wells Well No. ¢
E?would have less acre-feet of Devonian pay available to the
“well-bore than does the Conoco Wells Federal B-1 . Well No. 5,
| said ARCO Custer Wells Well No. 1 should be penalized to offset
rany advantage it migﬁt gain over the Cocnoco well by reason of
"its unorthodox location.

{(14) That such penaity should be based on the ratio of
productive acre-feet dedicated to one well to productive acre
feet dedicated to. the other well and calculated as.follows:

Production limitation factor =

L A b it o b b 4 v

net acre-feet of Devonian_pay dedicated to ARCO well
net acre-feet of Devonian pay dedicated to Conoco well

) | 15,387

G 16,514
{15} That in the absence of any special rules and

= .93

regulationéf for the prorationing of production from the

Devonian formation, the aforesaid productiorn limitation factor

.« should be applied against said well's ability to produce into
the pipeline as determined by periodic well tests.
(16) That the minimum calculated allowable for the subject

well should be reasonable, and/;;OO0,0GO cubic feet of gas per

day is a reasonable figure for such minimum allowable.

: (17) That the applicant should be required to‘determine

éthe subsurface location of the kick-off point in the subject
well pricr to directional drilling, and to determine ‘the
il subsurface location of the Devonian pay»ahd the EllenBurger pay

by means of a continuous; multi-shot directional survey

!cbﬁducﬁed subsequent to said directionaI dri1ling, if said well:

is to be conipleted as a producing well.

(18) That approval of the ‘subject applidétion subject £o.

¥

the above provisions and 1imitéti0ns>Wili afford the appficant

e e e et

it A e e
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the opportunity to produce its just and eguitable share of the
‘gas in the subject reservoir or other productive zones found,
;will prevent the cconomic loss caused by the drilling of
:unnecessary wells, avoid the augmentation of risk arising frcm
fthe drilling of \an excessive number of wells, and will
fotherwise prevent waste and protect correlative rights,

IT IS THEREFORE ORDERED:

ﬂ (1) That the applicant, ARCO 0il and Gas Company, is

S
i'hereby authorized to directionally drill its Custer Wells Well

%No. 1, the surface location of which is 1810 feet from the

y

ﬁNorth line and 2164 feet from the West line of Section 6,

¢

Township 25 South, Range 37 FRast, NMPM, Custer Field, Lea

Counfy, New Mexico, in such a mannéx as to penetrate the

ta point 1800 feet from the North line and 1480 feet from the

i
!

iwest line of said Section 6, and to bottom said well in the

Ellenburger formation within 160 feet of a point 1650 feet from

tithe North line and 760 feet from the West line of said Section

i
i
i

6, and in no event closer than 660 feet to said west line of

isaid Section 6.

9 (2) That the N/2 of the aforesaid Section 6 shall be

dedicated to said well in both the Custer-Devonian Gas Pool and

lithe Custer-Ellenburger Gas Pcol.

operator shall determine the subsurface location of the

v

kick-off point.

Ehe;vwell from ‘total' depth to the,,kiék—off »point“with“shOt

poirits not more than 100 feet aﬁéft} that the operator shéll

t

Devonian formation at an unorthodox locatioh within 100 feet of

(3) That prior to directional drilling of said well, the.

(4) That subsequent to the  above~described directional
drilling, should" said  well be a producer, .a continuous ..

mpiti-shot directional éurvey shall’be‘made of the wellbore of

oo

[,
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cause the surveying company to forward a copy of the.survey
report directly to the Santa Fe Office of the Division, P, O.
Box 2088, Santa Fe, New Mexico, and that the operator shall
notify the Division's Hobbs District Office of the date and
time said survey is to be commenced.

(5) That Form C-105 3hall be filed in accordance with
Division Rule 1105 and the operator shall indicate thereon true
vertical depth in addition to measured depth.

IT IS FURTHER ORDERED:

(1) That the ARCO Custer Wells Well No. 1 is hereby
assigned a Production Limitation Factor of 0.93 in the Devonian

formation.

(2) That in the absence of any .Special Rules and.

Regulations prorating gas production in  said Devonian
formation, the special rules hereinafter promulgated shall
apply.
(3) That the following Sbedial Rules and Regulatiohs for
a non-prorated gas well at an unorthodox locatioch shall apply
to the subject wéll:
SPECIAL RULES AND REGULATIONS
~ _FOR THE: |
APPLICATION OF A “»PRODUCTI(_)N LIMITATI_ON FACTOR"
TO A NON—PRORATED GAS WELL
APPLICATION OF RULES |
RULE 1. These rules shall apply to the Devonian formaéion
completion of the ARCO Oil and Gas Compaﬁy‘Custer Wells Well
No. l; the surface location of which is 1810 feet from the
North line and 2164 feet from the West;ligé of Sectién é,

TéWnship 25 South, Range 37 East, NMPM, Lea County, New Mekico,,

which w21ll's Production Limitatidn,‘EagtOr of 0.93 shall be
applied to the well's deliverabilityy (as determined by the

hereinafter set forth procedure) to determine. its maximum

;

O

O
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allowable rate of production.

RULE 2. 'fhe allowable period for the subject well shall
he six months,

RULE 3. The year yéhall pe divided into two allowable
periods comnencing at 7:00 o'clock a.m. on January 1 and
July 1.
DETERMINATION OF DELIVERY CAPACITY

RULE 4. Immediately upon connection of the well the
operétor shall determine the open flow capacity of the well ‘in
accordance with the Division "Manual for Back--Pressure Testing
‘of Natural Gas Wells" then current, and the well's initial
deliverability shall be ‘calculated against average pipeline
pressure. | .

RULE 5. The well's "subsequent deliverability"™ shall be

determined twice a year, and shall be equal to its highest

single day's production during the months of April and May or
October and November, whichever is applicablé. Said subsequent

deliverability, certified by the pipeline, shall be submitted

"to the appropriate District Office c¢f the Division not later

than June 15 and December 15 of each year.
RULE 6. The ‘Division Director may authorize special

deliverability tests to be conducted 'upon a showing that¢ the

‘well has been worked over or that the subsequent deliverai’)."{lityv

determined under Rule 5 above is erroneous. Any such special
test shall be conducted  in accordance with Rule 4 above.

"RULE - 7. The opérator shall notify the appropriate

‘district office of the Division and all offset operators of the
date and time of initial or special deliverability tests in

c")rderx, that the Division or ahy such operator may at their .

option witness such tests.

CALCULATION AND ASSIGNMENT OF ‘ALLOWABLES

i




RULE 8. The well's allowable shall conmence upon the date
of connection to a pipeline and when the operator has complied
with all appropriate filing requirements of the Rules and
ﬁegulations and any special rules and regulations,

RULE 9. The well's allowable during its first allowahle
éeriod shall Dbe determined by multiplying 1its initial
@eliverability by its production limitation factor.

4 RULF__ 10, The well's allowable during -all ensuing
%llowable periods shall be determined by multiplying its latest
gubsequeht deliverability, as determined under provisions of

ﬁule 5 by its production limitation factor. 1If the well shall
lf .
not have been producing for at least 60 days prior to the end

Qf its first allowable period,, the allowable for the second

éllowable period shall be determined in accordance with Rule 9.

RULE 11. Revision of allowable based upon special well

ﬁests shall Dbecome effective"ﬁpdn the date of such test
i : -
ﬁrovided the results of such test are filed with the DiviSion's

;t
dlstrlct office within 30 days after the date of the. test,
B

gtherwise the date shall be the date the test report is

' »

necelved in said office.

RULE 12. Rev1sed allowables based on special well tests
hall remain effective until the beginning of the next

llowable period.

RULE 13. In no event shall the well receive an allowable

:;-‘...,.._ s s peemn e ¢ e

qf less than one million cubic feet of gas per day.

EALANCING OF - PRODUCT ION

RULE 14. January 1 and July 1 of each year shall be known

P

l
IH
i

és the balan01ng dates.

#

g RULE 15. If the well has an underproduced status at the
H

ot s

nd of a six-month allowable perlod ‘it shall be allowed to

n::::—m

arry “such underproductlon forward 1nto the next per:od and may

N revutpideirpr by

i S




ﬁroduce such underproduction in addition to its. reqularly
éssigned allowable. Any underproduction carried forward jnto
any allowable period which remains unproduced at the cend of the
?eriod shall be cancelled.

v RULE 16. Production during any one month of an allowable
ﬁeriod in excess of the mor:ithly allowable assigned to the well
%hall be applied against the underproduction cafried'into the
%eriod in determiring the amount of allowable, if any, to be
%ancel]ed.

i RULE 17. 7If the well has an overpréduced status at the

]

%nd of a six-month allowable period, it shall be shut in’until.

i : . .

such overproduction is made up.
|

well 1is overproduced in an amount exceeding three times its

;éverage" monthrly allowable, it shall be shut in during that

SL,:‘.".

n an amount three times or 1less its monthly allowable, as

{
‘determined hereinabove.

H

———— —“mmm“’ Ay s

RULE 19. The Director of the Division shallf)have

authority to permit the well, if it is subject to shut-in

;5ursqant to Rules 17 and 18 above, to produce up to 500 MCFyof

‘shut-in would cause undue hardship, provided however, such
permission shall be rescinded for the well if it has produced

in excess of the monthly rate authorized by Uhe Director.

up at a lesser rate than permitted under Rules 17, 18, ox 19

hbove - upon a showing at ‘public hearing that the same is

hecessary to avoid material damage to the well,

GENERAL

) RULEJZl;j Failure to comply with the provisions of this

B

Arem

?i RULE 18. If, during any month, it‘is discovered that the

onth and during each succeeding month until it is overproduced

gas per month upon proper showing to the Director that comblete'

.- RULE 20. The Division may allow overproducﬁion td be made\

[V




order or the rules contained herein or the Rules and

Regulations of the Division shall result in the cancellation of

%llowable assigned to the well., No further allowable shall be
;ssigned to the well until all rules and regulations are
%omplied with., The Division shall notify the operator of the
&ell and the purchaser, in writing, c¢f the date of ailowable

éancellation and the reason therefor.

§
ir
H

H (6) That jurisdiction of this cause is retained for the

entry of such Division may deem

it

i
necessary.

orders as the

i
' further

8]
i

3
H
H

DONE at Santa Fe, New Mexico, on the day and vyear

j
‘

i

ereinabove designated.

-

STATE OF NEW MEXICO
OI1, CONSERVATION DIVISION

JOE D. RAMEY,
Director

nes




