STATE CF NFEW MEXICO
ENERGY AND IINERALS DEPARTMENT
GIL CONSERVATION DIVISION

TN 'I'HE MATTER OF THE HEARING
CALLLD BY THE OIL CCONSERVATION
LIVISICN FCF THE PURPOSE OF
CONSIDERING:

CAEL KC. 9200
Order No. R-§651¢

APPLICATION CF NMCBIL PRODUCING
TEXAS AND NEW MEXICC INC. FOR
FQCI. CREATICN AND SPECIAL POOL
RULES, LEA COUNTY, NEW MEXICO.

ORDER CF THE DIVISION

BY THE DIVISTON:

This cause came cn for heering at 8:15 a.m. on August 26,
1987, at Santa Fe, New Mexico, before Examiner David R.
Catanach,

NCW, on this 28th day of September, 1987, the Division
Director, having considered the testimony, the record, and the
recommendations of the Examiner, and being fully advised in the
premicses,

FINDS THAT:

.~

1) TDue public notice having been ¢iver as required by
law, the Division has jurisdiction of this ceuse and the
subject matter thereof.

{2} The applicant, Mobil Producing %cxas and New Mexico
Tne. {Mobil), seeks the creation cf a new pool for the
production of o©il from the Upper Pennsylvanian formation
comprising the NW/4 of Section 6, Township 17 E£cuth, Range 36
East, NMPM, Lea County, New Mexico, and further seeks the
promulgation of special rules and regulations for said pool
including a provision for 80-acre spacing and proration units
anc cesignated well locations.

(3) The applicant is the cwner and operator of the
Lovingten Ceep Amoco State Well No. 1 locatec 1980 feet from
the North line and 660 feet iiom the West line (Unit E) of
Section 6, Township 17 Scuth, Range 36 East, NMPM, Lea Ccunty,
New Mexico.
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(4} The evidence presented in this case indicates that
the ZLovington Deep Amoco State Well No. 1 has discovered a
separate common source of supply in the Upper Pennsylvanian
formation in the perforated interval from 10,7€€ feet to 10,816
feet (depth measured from surface).

(5) A new o0il pool should therefore be created and
designated the South Shoe~Bar Upper Pennsylvanian Pool with the
vertical iimits to include the Upper Pennsylvanian formation
and the horizontal limits to include the NW/4 of Section 6,
Township 17 South, Range 36 FEast, NMPM, Lea County, New Mexico.

(6) The applicant presented volumetric and decline curve
anzlvsis data obtained from production histcry to date and
known reservoir parameters which indicates that the subject
well is capable of draining an area in excess of 40 acres.

(7) In order to prevent the economic loss caused by the
drilling of unnecessary wells, to avoid the augmentation of
risk arising from the drilling of an excessive number cf wells,
tc prevent reduced recovery which might result from the
drilling of too few wells, and to ctherwise prevent waste and
prctect correlative rights, temporary special rules and
regqulations which provide for 80-acre spacing and proration
units should be estaklished for the South Shce Bar-Upper
Pennsylvanian Pool.

(&) The temporary rules and regulaticns should also
provide for well locations to be within 150 feet of the center
of a governmental quarter-quarter section.

(9) The temporary special rules and regulaticns should be
established for a period of 18 months in order to allow the
operators in the subject pocl to gather reservoir information
to establish the area that can be efficiently and eccnomically
drainec¢ and develcped by one well.

(10) This case should be reopened at an examiner hearing
in March 1989, at which time the operators in the subject pool
should appear and show cause why the tempcrary scpecial pool
rules should not be rescinded.

IT IS THEREFORE ORDEREL THAT:

(1) 2 new oil pool for Upper Pennsylvaniar. prcocduction,
desicnated as the South Shoe Bar-Upper Pennsylvanian Pool, is
hereby created with vertical limits consisting of the Upper
Pennsylvanian formation and with horizontal limits consisting
cf the fcllowing described acreage:
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TOWNSHIP 17 SOUTH, EANCE 26 EAST, NMPM
Section 6: NW/4

(2) Temporary Special Rules and kegulations for said pool
are hereby promulgated as follows:

GPECIAL RULES AND REGULATIONS FOR "WHL
SOUTHE SKCE PAR-UFPPER PENNSYLVANIAN PCOCL

RULE 1. Each well completed or recompleted in the South
Shoe Bar-Upper Pennsylvanian Pool or in the Upper Pennsylvaniar
formatiorn within one mile thereof, and not nearer to or within
the limits of another designated Upper Pennsylvarian oil pool,
shall be spaced, drilled, operated, and produced in accordance
with the Special Rules and Regulatiocns hereinafter set forth.

KULE =z, Each well shall be located on a standard unit
containing 80 acres, more or less, consisting of the N/2, S§/2,
E/2, or W/2 of a governmental quarter section; provided,
however, that nothing contained herein shall be construed as
prohibiting the drilling of a well on each of the
quarter—-quarter sections in the unit.

RULE 3. For good cause shown, the LCirector may grant an
exception to the requirements of Rule 2 without notice and
hearing when the application is for a non-standard unit
comprising a single quarter-quarter section or lot. All
operators offsetting the proposed non-standard unit shall be
rnotified of the application by registered cor certified mail,
and the application shall state that such notice has been
furnished. The Director may approve the application if, after
a pericd of 30 days, no cffset operator has entered an
objection to the formation of such non-standarc unit.

The allowable assigned to any such non-standard unit
shall bear the same ratio tc a standard allowable in the South
Shoe Ear--Upper Pennsylvanian Pool as the acreage 1in such
nor-etarcdard unit bears to 80 acres.

RULE 4. Each well shall be located within 150 feet of
the center of a governmental gquarter-quarter section or lot.

RULE 5, The Division Director may grant ali exception to
thie requirements of Rule 4 without notice and hearing when an
application has been filed for anr unorthodox location
necessitated by tecpographical conditions or the recompletion of
a well previcusly drilled to another horizon. All operators
offsetting the proration unit shall be notified of the
application by registered or certified mail, and the
application shall state that such ncotice has been furnished.
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The Director may approve the application upon receipt of
writtern waivers from all operators offsetting the proration
unit or if no objection to the unorthodox lccation has been
entered within 20 days after the Director has received the
application.

RULE €. Top unit allowable for a standard proration unit
(7¢ through 81 acres) shall be based on a depth bracket
allowable of 400 barrels per day, and in the event there 1is
more than one well on an 80-acre proration unit, the operator
may produce the allowable assigned to the unit from the welis
on the unit in any proportion.

IT™ I FURTHER ORDERED THAT:

(3) The locations of all wells presently drilling to or
completed in the South Shoe Bar~Upper Pennsylvanian Pool or in
the Upper Pernnsylvanian formation within cne mile thereof, and
not nearer to or within the limits of another cesignated Upper
Pennsylvanian pocl, are hereby approved; the operator of any
well having an unorthodox location shall notify the Hobbs
District cffice of the Division in writing cif the name and
location of the well on or befcre November 1, 1987.

(4) Each well presently drilling to or completecd in the
5outh Shoe Bar-Upper Pennsylvanian Pool or in the Upper
rennsyvlvanian formation within one mile thereci, and not nearer
to or within the limits of another desicnated Upper
bPennsylvanian pool, shall receive a 40-acre allowable until
Form C-102 dedicating 80 acres to the well has been tfiled with
the Division.

{5} This case shall be reopened at an exariner hearing in
March, 1989 at which time the operators in the subject pool may
appear and show cause why the temporary special pool rules for
the South Shoe Bar-Upper Pennsylvanian Pool should rnot be
rescinded.

{6} JCurisdiction of this cause is rcutaineu 1or the entry
of such Further orders as the Division may deenm necessary.
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DCNF at Santa Fe, New Mexico, con the day ana year
hereinabove designated.

STATE OF NEW MEXICO
CIL CONSERVATICIy/ DIVISION

\

WILLIAM J. LE
Director
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