STATE OF NEW MEXICC
ENERGY. MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

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

APPLICATION OF MEWBOURNE OIL COMPANY FOR Case No. 11648
COMPULSORY POOLING, A NON-STANDARD GAS

PRORATION UNIT. AND AN UNORTHODOX GAS WELL

LLOCATION, LEA COUNTY, NEW MEXICO.

APPLICATION OF CT-R, LTD. COMPANY AND Case No. 11670
CHANTREY CORPORATION TO AMEND DIVISION
ADMINISTRATIVE ORDER NSP-7. LEA COUNTY.
NEW MEXICO.
Order No. R-10723

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 8:15 a.m. on December 5. 1996, at Santa Fe. New
Mexico. before Examiner Michael E. Stogner.

NOW, on this 20th day of December. 1996, the Division Director, having considered
the testimony. the record and the recommendations of the Examiner. and being fully advised in the
premises.

FINDS THAT:

(1) Due public notice having been given as required by law. the Division has
jurisdiction of this cause and the subject matter thereot.

(2) The Eumont Gas Pool i Lea County. New Mexico currently includes portions of
Townships 18. 19. 20. 21, and 22 South and Ranges 35, 36. 37. and 38 East. NMPM.

(3; The Eumont Gas Pool is governed by the "General Rules for the Prorated Gas
Pools of New Mexico/Special Rules and Regulations for the Ewmont Gas Pool". as promulgated
by Division Order No. R-8170, as amended. which in part provides:

(i) for 640-acre standard gas spacing and proration units
("GPU"):
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(ii) well location restrictions which vary denending on GPR

{a: 640 dcres - gas wells can be ne closer
than 1650 feer o the ourer boundar of the
section and noe nearer than 330 feer o any
governmental  quarter-quarter  section - or
subdivision inner boundary line:

(b) a maximum of 600 acres - gas wells can
be no closer than 990 feet to the outer boundary
of said tract and no nearer than 330 feet o any
governmental  quarter-quarter  section o or
subdivision mner boundary line:

7 '1’1

(c) a maximun of 320 acres - gas w 2ils can
he no closer than 660 teer o the nesrest side
boundary of the dedicated rract, nor ciover than
990 feet te¢ the nearest end boundary . nver
than 330 feet o any governmenta!
quarter section or subdivision innes

line.
id; a maxinmum of 160 acres - gas wells can
¢ no closer than 666 feet o the outer neundary

of said tract and no nearer than 330 feet o any

governmental — quarter-quarter  section  or
subdivision nner boundary line: and.

(1ii) the allocation of both oil and gas production.

4) By Administrative Order NSP-7. dated October 1. 1954 the Division authorized
the $72 of Section 21. Township 19 South, Range 37 East. NMPM. Lea County. New Mexico. to
he operated within the Eumont Gas Pool as a non-standard 320-acre GPUL Since that time the
Huston Com. Well No. 1 (API No. 30-025-05679). located at a standard gas well location for this
320-acre GPU 1650 feet trom the South line and 1830 feet from the West line (Unit K of said
Section 21 has been the acuve well for this GPU.

3 The current eoperator of this 320-acre unit wind Huston Com. Well Noo s
Mewbourne Oil Company ¢« ‘Mewbourne ™).

16) Mewbourne. as the applicant in Case 11648, requested with its original application
dated October 15, 1996 for an order poohing ali mineral interests from the surface to the base of
the Queen tormanon underlving the following described acreage m said Section 21 and in the
tollowing manner (a) the S:2 o form a non-standard 320-acre spacing and proration unit for the
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Eumont Gas Pool: thy the SWid to rorm a standard 160-acre spacing and proration unit for any
and all formations and:or pools deveiloped on 160-acre spacing within said vertical extent: (¢) the
W.2 SW/4 1o form an 80-acre spacing and proration unit for amy und a.l formatons and or pools
developed on 80-acre spacing within said vertical extent: and. d) the SW:4 SW 4 10 torm a
standard 40-acre oil spacing and proration unit for any and all formutions and’or pools developed
on 40-acre spacing within said vertical extent. Mewbourne further requests that said units be
dedicated 1o its proposed Huston Cora. Well No. 2 to be drifled w9ti feet trom the Scuth line and
860 feet from the West line (Unit M) of said Section 21. [he aforementoned [ocation is
considered "standard” for 40 and 160 acre spacing. but would normally be considered an
unorthodex o1l well location tor pools spaced on S0-acre unies. amd 15 an unorthodox Eumont gas
well location pursuant ¢ the applicabie poot rules,

T In Case 11670 the appheants. CT-R. Lid Company and Chantrey Corporaton,
seek an order amending the above-described Division Admumisirative Order NSP-T by reducing
the previousty approved 320-acre non-standard GPU consisung of tie S:2 of sard Secuon 21 w0 an

st-acre non-standard GPU comprising the N2 SW/ o7 saig Secon 2
%0 Prior 1o the hearing both CT-R. Lid Companv and Chantrey Corporation

requested that Case No. 11670 be dismissed. Further. Mewbourne at the time o7 the hearing
requested to dismiss that portion of its Case No. 11648 for compulsory pooling.

(9) Both requests tor dismissals should be granted.

(10y  Itis Mewbourne's intent to replace the existing Huston Com. Well No. | with the
proposed Huston Com. Well No. 2 in Unit "M" at a location within the subject 320-acre GPU that
15 both geologically acceptable and as far removed as possible frem the area drained by the Huston
Co Well Noo L.

111y The geological evidence presented by the applicant indicates that a well drilled at
the proposed locanon should encounter a greater amount of gross sand thickness i the Eumont Gas
Pool than a well drilled at the nearest standard Eumont gas well locaion bemng Y9G teet from the
South and West Hnes of said Section 21 therepy increasing the ikeiinoad of obtaining commercial
vas producton from the Eumont Gas Pool Further, this nearest stindard tocanon weuld move the
proposed well towards the nearly depleted Husron Com. Well N

’~;

(12

No offser operator or interest owner appeared Jt the hearing in opposition to the
proposed unorthodox Eumont gas well [ocation in the subject 2kucre GPU.

(137 Approvai of this application 1s i the best mterest of conservation. will serve to
protect correlative rights of offsetting interest owners and will atford the applicant the opportunity
to produce its just and equitable share of the gas in subject formations and will otherwise prevent
waste and protect correlative rights.

(14)  Unul such ume as the Huston Com. Well No. 1 i either plugged and abandoned
or until Eumont gas production ceases, the operator of the subject GPU should be authorized to
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simultaneously dedicate Eumont Gas Pool production from the Huston Com. Well No. | with the
Huston Com Well No. 2. Furthermore. the operator should be rermitted to produce the allowable
asstgned the subject GPU from both weils m any proporuoet.

(13 All provisions of said Division Admuustranve Ordes NSP-7 should remain in full
t
force and etfect unul turther notice

IT IS THEREFORE ORDERED THAT

{13 The applicanion of CT-R. Lid. Company and Chuitrey Corporation in Case 11670
to reduce the existing 320-acre non-standard Eumont gas spacig and proration unit ("GPU™)
comprising the S:2 of Secuon 21, Township 19 South. Range 37 East, NMPM. Eumont Gas Pool,
l.ea County. New Mexico, approved by Division Administrative Order NSP-7. dated October 1.
1934, 10 an 80-acre non-standard GPU comprising the N2 SW 4 of said Section 21. 1s hereby
disnissed.

(2) That portion of Case 11648 in which the applicant. Mewbourne Oil Company
("Mewbourne"), seeks to pool all mineral interests from the surface to the base of the Queen
formation underlying the following described acreage in said Section 21 and in the following
manner: (a) the S/2 to form a non-standard 320-acre spacing and proration unit tor the Eumont
Gas Pool: {by the SW:4 10 form a standard 160-acre spacing and proraton unit for any and all
formations and/or pools developed on 160-acre spacing within said vertical extent: (¢ the W/2
SW/4 1o form an 80-acre spacing and prorauon unit tor anv and all formations and/or pools
developed on 80-acre spacing within said vertical extent: and. :d) the SW/4 SW/4 o form a
standard 4(-acre o1l spacing and proration unit for any and ali formatons and:/or pools developed
on 40-acre spacing within said vertical extent. shall alse be disminsed

IT IS HOWEVER ORDERED THAT"

(3 Mewbourne be authorized ¢ continue operating said 320-acre Eumont non-
standard GPU

IT IS FURTHER ORDERED THAT

(4 Both the existing Huston Com. Well No. 1 (API No. 30-025-05679). locarted at
a standard gas well location for this 320-acre GPU 1650 teet trom the South line and 1830 teet
from the West line (Unit K) of said Section 21, and the proposed Huston Com. Well No. 2, to be
drilled at an unorthodox gas well location 990 feet from the South line and 860 feet trom the West
line (Unit M) of said Section 21, are to be simultaneously dedicated to the subject GPU whereby
both wells will be permitted to produce the GPU's assigned aliowable in any propoertion.

(3) All provisions of said Division Administrative Order NSP-7 shall remain in full
torce and effect unti! further notice
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6y Jurisdiction of this cause 15 reramned for the eniry of such turther orders as the
Division mav deem necessary

DONE at Santa Fe. New Mexico. on the day and yvear nereinabose designated.

STATE OF NEWW MEXICO
OIL CONSERN A TTON DIVISION

—

L_ Q\_S—)‘é CK“&)‘ &(},F/

WILLIAM J. LEMAY
Director ‘

SEAL



