
STATE OF NEW MEXI(~ 

t.]NERGY. MINERALS AND NATURAL RESt)i RCES DEPARTMENT
OIL CONSERVATION DIVi-;I¢)N

IX, TtlE MAITER t)t- F[tE t:ltiAR[N(}

(’Al_l.f:l) BY T;tE ()II (ONSER\ 

DIVISION t:OR THE P[:RPOSE OF
(()\SIDERING:

, ~,.~e .Vo. [ 16i4
Ordv, _\o. R-I0693

APPLICATION OF INTERCOAST OIL & (;A>, COMPANY FOR A UNIT

A(;REEMENT AND AN UNORTHODOX OIL "~¥ELI, LOCATION, LEA COUNTY,

NE\¥ MEXICO.

ORDER OF THE DIVISI~.)N

BY IHt( DIVISION:

This cause cainc on tbr hearing at 8:!5 a.m. on ( ctobcr 3. !996. a: Santa Fe. New
Mexico. before Examiner Michael E. Stogner.

NOW. on this 4th da-, of Noxember. 19~;,"~ ~he Division Director. having

considered the testimon\ ~ the record at~d the recommend: t>ns of the Examiner. and being
fhlh advised in the premises.

FINDS THAI:

(! ~ I)uc public notice i~aving been given as required b, ia\v. the Division has jurisdiction

of this cause and the subiect matter thereof.

(2) The applicant, InterCoast Oil and Gab Company ("InterCoast"). seeks
approval of its Saxage Exploratory Unit Agreement anJ Area underlying the folloxving

described 160 acres, more or less. of fee land in Lea Couat\. New \lexico:

TO~,VNSHIP 14 SOUTH, RANGE 38 EAST, NMPM
Section 34: \V,"2 NE’4 and t{ 2 NW;4.

! 3 ) The "Unitized Formation" or "Interval" sh,>uld include ’&c interval kno\vn as

the I)c\onian formation.

Currently. the closest designated Devonim~ oil pool is the Denton-Devonian

Poo! located four miles to the aest in lo~nsh,@s 14 and 5 South. Range 37 East. NMPM.
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[.eat Count\. New Mexico. glneretbre any f)e~ on\an oil pro.iltcti<’n cncoLmtercd x\ \thin 
~,\ "1 Hproposed {Tnit Area will be considered \1meat productiola ami \xiil theretorc i,e subiect 

Division General Rule 104.B( 1 }(b ). which requires 40-acre ~!mcing and proration units 
w ell locations to be no closet that: ; 3i> tbd to the outer bou!~dm\ o! such desigm~ted 40-acFc

tract

i5) lnterCoast seeks :o drill its .n]tmi Dex,.)nit~ ,icst xxcil xxithm zinc proposed
v.lJ 1101L .>;;Bage ::xploratc, r Lnit at m~ un{;i-J:odox ,~ -~xcli locatioP.. ; ""~" rE:el c. - the North line and

2600 Feet t’rom the East iit-,.c {Unit B)otsmd Section 34. ~i;c NX\ 4 NE 4 {I. nit B~ elsaid
Section 34 is to be dedicated to saRi ~eli ;o form :~ standard :~ J-.~crc oil spacm~ ,rod proration

tt]]I[,

(6) At the time ()}the hearing the applicant prc_,.~’~tcd a geological] interpretation
based upon \~cll control and surlace seismic data of the I)ex {,From Formation in the immediate
atrca \~hich indicates that a \~ell drilled at the proposed Lmo~" bode\ location should penetrate

a small localized structure within the Dex-onian formation ,t ’~, mole ad\-anmgeoLts position
than a \yell drilled at a standard oil x~ell location within an\ ,,,the subject lottr 40-acre tracts

that comprise the subject Unit Area. thereby increa.,,i~g the likelihood of obtaining
commercial production.

{ 7i Fmther. b3 combining the four 40-acre tract: <", \\ 4 Nt~ 4. S\\ 4 NE’4. NH."4

"<\\.4. and SE4 X\\4 of said Section 34! into a single c:.pi<,rator>- unit xxbcre all interest
i~ the ~l-lected draina~,c a,ea o; ti~;s ’~vel] ~xill share, c,),dciti’,c riehts aft :~ssurcd to bc
protected. A.t the time oi:lhe hearin~ 1estrogen% v,=’~s prescm.-c! ;x h!ch indicated that all or 100

~i, o1 the working interest owner:;-xJthit~ the sL’~biect l(>l:-c,ct-c area haxe joined the tim<
tm~e\ er not all. approximately 50 ’~,o. ,:)i the royalty interest t,\vners have committed to the

1 :nit. At the time of the hearing the applicant v, as axx aiti’..~._, g~ title opinion in order Ior him

to contact all of the remaining re> a!ty interest owners to pr,,x ide them the opportunity to ioin
or ratil\ the !;nit Agreement.

(8) In this instance, \vtaere the proposed \veil tcc:~tion is in (,1 l]CglI the middle 
the sub ect 160-acre [.7nit Area based upon the geolog3, ani \~ here ttne potential drailmge of
the reservoir from the proposed \\ell will include prod,_~cti\c acreage in the 120 acres

included in the 160-acrc Unit Area but outside the 40 c~c~e spacing and proration unit
dedicated to the ’~vell. the correlative rights of those rex ~t > interest owners x\ he either do

not. or are not proxided the opportunity to. commit thcii imercsts to the t-nit \vould be
x \elated. Theretbre. each royalty interest ox~ net xx ithin thv _’,LJ)icct 160-acre [ nit Area must

bc adequately and fairh compensated tbr its fair share as it that oxvner had mtil’ied the Unit
.\grecmcnt.
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(9) Approval of this application will afford the applicant the opportunity to test

lbr and, if successful, produce its just and equitable share of the oil in the Devonian
lbrmation, will prevent the economic loss caused by the drilling of mmecessarv wells, avoid

the augmentation of risk arising from the drilling of an ex,.’cssive number of \veils and will
otherwise prevent waste.

(10) At the time of the hearing no other party othe,: than the applicant entered 
appearance in this matter.

(!1) All plans of’ development and operatio~_ and creations, expansions 

contractions of participating areas, or expansions or contr:~ctions of the unit area should be
submitted to the Director of the Division for approval.

IJ IS THEREFORE ORDERED THAT:

( 1 ) The Savage Explorato~’ Unit Agreement° executed by InterCoast Oil and Gas
Company; ("InterCoast"). is hereby approved for all oil m:.d gas in the Devonian formation
underlying the following described 160 acres, more or less. of tee land in Lea County. New

Mexico:

TOWNSHIP 14 SOUTH, RANGE 38 EAST, NMPM

Section 34: W/2 NE/4 and E2 N\V/4.

(2) The plan contained in said unit agreement Ior the development and operation
ofthe m~it area is hereby approved in principle as a proper conservation measure: provided

however, notwithstanding an}, of the provisions contained in said unit agreement, this
approval shall not be considered as waiving or relinquishir4, in an} manner, any right, duty.

or obligation which is now, or may hereafter be. vested in the Division to supervise and
control operations for the unit and production of oil and ~i~as therefrom.

( 3 ) The unit operator shall file with the Division an executed original or executed
counterpart of the unit agreement within 30 days after the ,:ITective date thereof: in the event

of subsequent joinder by any othm party or expansion or c~mtraction of the unit area. the unit
operator shall file with the Di~.ision. within 30 days thereafter, counterparts of the unit

agreement reflecting the subscription of those interests h,:~ving joined or ratified.

IT IS FURTHER ORDERED THAT:

(4) The subject Unit operator shall assure that and provide that each royalty

interest owner within the subject 160-acre Unit Areal shall be adequately and t;airly

compensated for its fair share as if that party’ had ratified the Unit Agreement.
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(5t All plains of development and operation, tll Lmit participating areas and

expansions or contractior.s of the unit area. shalJ be subn-iltcd to the Director of the Oi{
( ~mscr;aticm. Dix :,sion fi>, appro, al.

6 ]his ocder shall tcrr.,-,inate upon the terinin<:.tnm of said unit aereement: and

the last unit operator shall notiik the [)ix ~s~on irnmcdiatcl, :,~ x\riting ~f such termination.

!:t 7RI ttER:

(7) InterCoast is Atrtiler authorized to drill the { i~it’s initial Dex o~ian test well
within :he proposed Savaee Exploratory Unit az an unorti>~dox oil well location 1275 feet

from the North line and 2600 feet from the East line (t~nit F,) of said Section 34.

8 ) ]lne N\V 4 NE.,"4 iUnit B) of said Section 3-4 is to be dedicated to said \veil 

tbrm a standard 40-acre oil spacing and proration unit.

(9) Jurisdiction of this cause is retained ibr the cntr~ ot’SLlCh t:urther orders as the
l)ivision may deem necessary.

DONE at Santa Fe. Neu Mexico. on the day :rod, c:~r hcreinabovc dcsienated.
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