STATE OF NBEwW MEXICO
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 :

CASE NO. 9416
ORDER NO. R-87Y56

APPLICATION OF UNION 01t COMPANY

OF CALIFORNIA d/b/a UNOCAL FOR

SPECIAL POOL RULES AND AN UNORTHODOX

GAS WELL LOCATION, LEA COUNTY, NBW MEXICO

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 8:15 a.m. on June 22,
1988, at Santa Fe, New Mexico, before Exaniner Michae!l E.
Stogner.

NOW, on this __11tP  4ay of October, 1988, the Division
Director, having considered the testimaony, the record and the
recommendations of the Exaniner, and being fully advised in the
premises,

FINDS _THAT :

{1} Due public notice having been given as required by laws,
the Division has jurisdiction of this couse and the subject
matter thereof.

(2} Applicant, Union 0Oil Company of California dr/b/a
Unocal, seeks establishment of Special Pool Rules for the House
Yates-Seven Rivers Gas Pool, Lea County, New Mexico, including
provisions for 80-acre spacing and proration units with wells to
be located within 150 feet of the center of either quarter-
quar ter section.

{31} Applicant also seeks an exception to the well location
requirements of the praoposad naw special rules for the Fletcher
Well No. 1 to be re-entered at an unorthodox gas well location
1980 feet fram the North |line and 33@ feet fron the West line of

Section 5, Township 20 South, Range 39 East, NMPM, Lea County,
New Mexico.
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{4) By Order No. R-7048, daoted September 1, 1982, the
Division created the House Yates-Seven Rivers Gas Pool in Lea
County, New Mexico which has been governed under statewide rules
since that time.

(s) Presently, the subject pool is being developed in the
fol lowing manner:

Well Name & No. Operator Lovatian Date of Presantly Proration
W-5-1-R) st Producing Unit
Connection

J. Speight No. v WGF 0i) Corp. P-31-195-39F  07/12/782  YES  GE/4 - 168 acres

MGF - Sun No. 1 AGF 0i1 Corp. N-32-135-33E 07/07/82  YES  SW/4 - 160 acres

L. 0. Jones No. 1 Zia Energy, [nc. H-01-205-38E  12/24/86 NI NE/4 - 160 acres

J. Hright No. ! MGF 071 Carp. D-05-205-39F  06/28/82  YES  N/2 NW/4 - BB acres
(Approved by

R-6851-4)
Hurd No. 1 X0 Prod. Corp.  J-06-205-39% -----mm- NO o 5Ef4 - 60 acres
(6] The geological and engineering evidence presented at

the hearing indicates the following:

al The trapping mechanism for the House Yates-Seven
Rivers Gas Pool is a conbination of structure and
stratigraphy. Structurally the field is an east
to west trending anticline. The stratigraphic
noture of the trap results from porous sandstone
stringers which thicken to the northeast and are
draped ocross the structure.

b) Production from this reservoir is fron sandstone
stringers which were laid dowsn in an intertidal to
supratidal deposi tional setting. Periods of
transgression and regression resul ted in the
deposition of i nterbedded tight dolami tes,
evaporites and paoy sands. The sand porosity
stringers are nomally four to six feet thick but
produce significant quantities of gas. Porosi ty

in the pay zones range from 12% to 28%X.
c) One well will not adequately drain 188 acres.
(7) The | imited devel opment of this pool has been with

wells that are located canpatibly with aon 80-acre spacing
pattern.
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(81} The applicant, however, faoiled to provide sufficient
evidence to show that changing the spacing unit size to 88 acres
would not result in the loss of sone leases formerly dedicated to
cammunitized 16@-acre proration units and other disturbonces of
historical equities under the pre-existing proraotion units within
the pool.

(9) The net result of the applicant’s request could
possibly deprive owners of their correlative rights within said
pool .

(18] The corretlative rights of the owners within said pool
may be protected and effective and efficient drainage therefran
may be provided by permitting the infill drilting of one
additional well on each 16@-acre proration unit.

(i1} No more than two wells should be permitted to produce
fram any 16@-acre proration unit within said pool wi thout
authorization of the Director of the Division.

(12) To assure orderly development of the pool and to
protect correlaotive rights, the special rules and regulations
pronulgated by this order should include restrictive well
location requirements which provide that wells be located in the
SE/4 and NwW/4 of a quarter section and that said wells not be
closer than BE@ feet to the outer boundary of the proration unit,
nor nearer than 338 feet to a govermmental quarter-quarter
section or subdivision inner boundary.

{13) The Fletcher Well No. i was originally drilled and
Iocated at an orthodox oil well location to test the San Andres
formation from which it no tonger produces in comercial
quantities. Under the proposed Special Pool Rules for the House
Yates -Seven Rivers Gas Pool this is an unorthodox Jlocation, but
recanpletion of the well will enable applicant to efficiently

test and produce the Seven Rivers formation, and an exception for
this location should therefore be approved.

(14) The §/2 Ni#/4 of said Section 5 is to be dedicated to
said Fletcher Well No.1, thereby forming a non-standard 8@-acre
gas spacing and proration unit for said pool. The N/2 NW/4 of
said Section S is presently dedicated to the MGF Oi! Corp. J.
Wright Well No. 1 located in Unit O of said Section 5 (see R-
6851 -1 for approval of an 8@-acre non-standard gas spacing and
proration unit). To provide for orderly development in the
subject pool, these exceptions to the 160-acre spacing rule
should be recognized and continue in full force and effect.
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1T 1S THEREFORE ORDERED THAT :

(1) The application of Union 0il Conpany of California
d/b/a Unocal to establish 88-acre spacing and proration units for
the House VYoates-Seven Rivers Gas Pool in Lea County, Naw Mexico
is hereby denied; howvever, 88 -acre well density is appropriate

for the pool.

2) In the alternative, the folloawing Special Rules and
Regulations for said House Yates-Seven Rivers Gas Pool are hereby
promulgated:

SPECIAL RULES AND REGULATIONS FOR
THE HOUSE YATES-SEVEN RIVERS

GAS POOL
RULE 1- Each wel! completed or recanpleted in the
House ¥Yates-Seven Rivers Gas Pool or in the

Yates and/or Seven Rivers formations within
one mi le of the House Yates-Seven Rivers Gas
Pool, and not nearer to or within the |imits
of another designated Yates-Seven Rivers
pool, shall be spaced, drilled, operoted aond
produced in accordance with the Special Rules
and Regulations hereinofter set forth.

RULE 2: (A} Each well conpleted or recompleted in
the House VYates-Seven Rivers Gas Pool
shall be locoted on a standaerd unit
containing 168 acres, more or less,
consisting of a single govermmental

quarter section.

(B) Nothing in this rule shall be construed
as prohibititing the drilling of one
additional well on a standard proration

unit provided that there shall be no
more than two producible wells on any
one proration unit at one time.
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The Director of the Division may grant an
exception to the requirements of Rule 2A
wi thout notice ond hear ing when an
application has been filed for a non-staondard
unit and the unorthodox size or shape of the
unit iIs necessitated by a wvariation in the
legal subdivision of the United States Public
Lands Survey, or the following focts exist
and the following provisions are caonplied
with:

(A) The non-standard uni t consists of
quarter-quarter sections or lots that
are contiguous by o comon bordering
side.

(B} The non-standard unit lies wholly within

a single govermmental qQquarter section.

(Cc) The applicant presents written consent
in the form of waivers fraom all offset
operators and from all operators owning
interests in the section in which the
non-standard unit is =situated and which
acreage is not i nc luded in said non-
standard uni t.

(0) In lieu of Paragraph (C) of this rule,
the applicant may furnish proof of the
fact that all of the aforesaid operators
were notified by registered or certified
mail of his intent to form such non-
standard unit. The Director may approve
the application if no such operator has
entered an objection to the formation of
such non-standard unit within 30 days
after the Director has received the
application.

Each wel ! canpleted or recompleted in the
House Yates-Seven Rivers Gas Pool shall be
located on the SE/4 or NW/4 of the quarter
section and shal! be located no closer than
6600 feet to the outer boundary of the
proration unit, nor nearer than 330 feet to o
govermental quar ter -quarter section or
subdivision inner boundary. No two producing
wells dedicated to a single proration unit
shatll be in the sane quarter-quarter section
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or lot at any time.

.2
=
m
un

The Division Director may grant an exception
to the requiraments of the first sentence of
Rule 4 without notice and hearing when an
appl ication has been filed for an unorthodox
focation necessi tated by topographic
conditions or the recompletion of a well
previousliy drilled to another horizon. Atl
operators offsetting the proposed unorthodox
location shall be notified of the application
by registered or certified mail, and the
appl ication shall state that such notice has
been furnished. The Director may approve the
application upon receipt of written waivers
from all offset operators or if no offset
operators have entered an objection to the
unorthodox focaotion within 20 doys ofter the
Director has received the application.

IT IS FURTHER ORDERED THAT :

(3) The applicant’s request to re-enter the Fletcher Well
Mo. 1 tocated at an unorthodox gas well location for this pool
1980 feet fram the North line and 330 feet fraon the West line of
Section 5, Township 28 South, Range 39 East, NMPM, Lea County,
Nauw Mexico, the S/2 NW/4 of said Section S to be dedicated to
said well forming a non-standard 8@-acre gas spacing and
proration unit for said pool, is hereby approved.

(4) Division Order No. R-6851-A which gauthorized a non-
standard 8@-acre gas spacing and proration unit for the MGF Oi!
Corporation J.Wright Well No. 1 {ocated at a standard gas well
tocation in the NW/4 NW/4 (Unit D) of said Section 5 shall remain

in full force and effect until further notice.

(5! The locations of all wells presentiy drilling to or
completed in the House Yates-Seven Rivers Gas Pool or in the
Yates or Seven Rivers formations within one mile thereof are
hereby approved: the operator of any well having an unorthodox
tocation shall notify the Hobbs District Office of the Division
inwriting of the nane and location of the wel} on or before

December 15, 1988.

(861 Jurisdiction of this cause is retained for the entry of
such further orders as the Division may deem necessary.
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DONE ot Santa Fe,
hereinabove designated.

SEaAaL

New Mexico, on

STATE OF NBEW ME
OIL CONSERVATIO

WILLIAM J.
Nirector

the

day

and

year




