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STATE OF NEW MEXICO

ENERGY, MINERALS, AN9 NATURAL RESOURCES DEPARTMENT

OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING

CALLED BY THE OIL CCNSERVATION

DIVISION FOR THE PURPOSE OF

CONSIDERING:

SASE NO. 9582

Order No. R-8872

APPLICATION OF STRATA PRODUCTICN

COMPANY FOR POOL CREATION AND

SPECIAL POOL RULES OR, IN THE

ALTERNATIVE, FOR POOL EXTENSION

AND SPECIAL POOL RULES, LEA COUNTY,

NEW MEXICO

CRDER OF THE DIVISION

BY THE DIVISION:

This cause came on fo~: hearing at 8:15 a.m. on Febrt~ary

1 and 15, 1989, at Santa Fe, New Mexico, before Examir;ers

David R. Catanacl~ and Michael E. Stogner, respectively.

NOW, on this 28th day of February, 1989, the Divi;~ioll

Director, having considered the testimony, the record, and

the recommendations of the Examiner, and being fully a{]vise@

in the premises,

FINDS THAT:

(I) Due public notice having bee~] given as requi~ed 

law, the Division l~as jurisdiction of this cause and the

subject matter thereof.
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-~ ~’~, St eta Producr~ion CompaY~y s=~~-s(2) The app!±c~n r ......
~_ creation of a new pool for the production of oil f:rom

the Bone Spring formation comprising Lots 2 a~d 7 of

Irregular Section 4, Tow,~]shlp 21 South, Range 32 East, NHPH,

Lea County, New Mexico, and for the promulgation of special

rules and regult:_ons therefor including~_._~.~,_~-~,’~ <-’i¢)1~s_ for

:~ 0- ac re_, spacing and proration units aL~d <~ e s i g :] a t e d w,÷ 1 ]

kocation requirements, in the altern_~tive, th~:~ applican~

seeks to extend the Hat Mesa-Bone Sprlng Pool to include

Lots I, 2, and 7 of said Irregtll~.r Section 4 dnc!. fo:L the_~

pror~ulgation of special r~.~les and regt’.lations for said poo!

including a provision for 80-acre spacing and p}or-~.tJo!~

Rlllts and designated well location requirements.

(3) The Hat Mesa-Bone Sprll]g Pool was c:reat~<] by

Division Order No. R-8826. dated December 22, i988, and
currently compri~e~, the SW/4 of section_<’~_, Town-’~-~’0~_: ~°O

Sow=h, Range 33 East. NMP!4, Lea c~unty New Mexico and is

currently governed by General Rule i 04 ( < ~ ( i ) of ~

Division Rules and Regulations which require 40-÷cre spacing

and proration u,n {~< :]nd designated well locations.

(4) The applicai:t il the operatcF of the [qew He’.:i~o

Federal Well No. 2 located 1980 feet from the N<’rth and Ea~.t

lines of said Irregt~!ar Section 4 Township3 21 So~tlh, ~ ~-r-~

32 East, NI4PM, which was cc)mp!eted in the Bone .~p~.- :~j

formation in November iq°°
, - ’o ,-, .

t]-(5) The geoiocic evidence presented by ,~e ,:,~,~ ,_ :: -’- n ’-:

indicates that %he New Mexico Federal We]_ ’~ "R-.~,~, .) . ~ i::

producing from the same common source of "

Gavilan Federal Well No, ...... ~ the discovery wei~ for +:~:..;~_ Ha,_

Mesa-Bone Spring Pool which is also c<~rrently opera~:ed by

the applicant.
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(6) The horizon[al iimits ,of the Hat Mesa-Bone ~:p~:i::g

Pool should be extended to i,.!clude Lo~s i, 2, 7. a~]d 8 of

said Irregular Section 4, Township 2i Souzh, Rs~..,ige _’12 E~,<t.

NMPM, Lea County, New Mexico, in accordance with cu~ ::,÷~t

Division pool exte’ision procedures.

( 7 ) The app!ic ai~.t further presented cur~: ~nt.!y

available volumetric data which indicates that t~,.e w~lis in

the Hat Mesa-Bone /pr-inc~ Pool should be capab].e of draJnillg

an area in excess of 40 ~cres.

(8) In crder to prevel]t the economic io~,~,~,~ cause<i -,v_~

the drilling of un.nece:~sar7 wells, avoid the augmentatic4~ ..~f

risk arising from the drilling of an excessive numbsl of

wells, prevent reduced recovery which might [~’~t from the~-

drilling of too few wells and to otherwise pr,:: re< t

correlative righzs, temporary special rules and regula<i()n:~

providing for 80-acre spacil]g and proration units sho~:l~J b~-{

promulgated for the su.bject pool.

(9) The t.-’mp~-ary~. ~.¢~,e,-~ia!~ .~ rules and rea~.1!ations_ sl]ould
also provide for restrictive well locations .... in ,~r~... ~.._ ......<.~.

assure orderly development of the poo! and prot~_ ct

correlative rights.

(I0 The applicant furzher requested at the time of tl:e

hearing that the special rules and regulations f(..~L the

subject pool remain i-I effect for .~ period of thL’ee ,].ea:~s.

(II Temporary special, rule:-] and reg~alatiol~.s sho~}!d be

established for the ~ubDect pool for a pe:’iod of twe yea~;s.

which is sufficient time to allow the operators i1~ !:_l~e

subject pool the ,- ....... ’ i ~ ,..-._.pp,~l ~b~llty to g~ther acd~:.iol] ~] !:eservoir

information to show that ~1] 80-acre uriit in the area .san be
efficiently and economically drained ~.d deve[Lc,.ned ;--’.,-

wel i.
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(12) This case should be reopened at an examiner

hearing in February, 1991. at which time the operators in

the subject pool shouid be prepared to appear and show cayuse

why the temporary pool. rules for the Hat Mesa-Hione Spring

Pool should not be rescinded.

IT IS THEREFORE ORDERED THAT:

(I) The Hat Mesa-Bone Spring Pool, previously created.

defined, and described by Division Order No. R-8826: ~s

hereby extended to include therein:

TOWNSHIP 21 SOUTH, RANGE 32 EAST, NMPM

Irregular Section 4, Lots i, 2, 7; a2~d $

( 2 ) Temporary Special Rules and Regulations for ciai~d

pool are hereby promulgated as follows:

SPECIAL RULES AND REoULAiIoN~

FOR THE

HAT MESA-BONE SPRING POOL

RULE I. Each wel ~. completed (Dr recompl~ted_ in the Hat.

Mesa-Bone Spring Pool or" ~n the Bone Spring formation wlthin

one mile thereof, and not nearer to o[- wlthin the limits of

another designate<} Bone Spring Pool, shall be spaced,

d~_-il led, operated, and produced in accordance wlth the

Special Rules here:.nafter set forth.

RULE 2. Each well shall be located on a standard ~tl~it
containing 80 acres, more or less, consisting of the ~".V?,

S/2, E/2, or W/2 of a goveinmental quarter section being

legal subdivision of the united States Public Lands Survey,

provided however, nothi~g contained herein sha].l be

construed as prchi"oiting the dril!ing of a well on each of

the quarter-quarter sections in the [.ll]it.
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RULE 3. The Director of the Oii Conservation DivisioJ],
he~:einafter referred to as the "Division", may grant an

exception to the requirements of Rule 2 ~,~iithout hearing w~en

an application has beel- filed for ~ non-stan~ga~-d uuJ t

comprising one or more governmental quarter-quarter se{tio~ s

or lots, or the unorzhodox size or shape of the tract is d<~e

to a variation in tl~e legal subdivision of the Unlted States

Public Lands Survey. All operators offsetting the prq:.po~6d

non-standard unit shall be notified of the application ’,sy

r~gistered or cei~tified mail, and the application sila]l

state that such notice has been furnished. The Director- rosy

approve the application upon receipt of writte~’L waivers f:~-<m

allk offset operators or if no offset opeL-ator has entered -,~P,

objection to the fo;~-mat:-on of the .non-standard ~nit within

30 days after the Dlrect,:~r has received the applJcaticn~

RULE 4. Each well shall be located within !50 fe~t c,f

the center of a gover,imental quarter-quarter sectio,.] ,or £~ot.

RULE 5. The Division Director may grant -~n exception

to the requirements of R~.le 4 without he~]-ing wi~en -~

application has beei~ f~.led for an unorthodc.x !ocati<~:

:~ecessitated by topograi;:hical conditions or the ~ecompletJ~)n

of a well previously drilled to a ,@eeper horizon. All

operators offsetting the proposed iocatiol] shd.il be notifi~-~d

of the application by registered or certified mail, and :he

application shall state that such notice has Deen furni~:hed,

The Director may approve the application ’,Lpon receip ~, <[

written waivers from all operators offsetting the p~>:posed

location or if no <-,,bDe~:tio~ to the uno:.:thodo}- loc_~t[o:’_, l’~,s
been entered within 20 days after the Director l~as ,-e<e~ve_]

the application.
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RULE 6. The allowable for a standard proraticn unit
(79 through 81 acres) shall be based, on a depth bL-acket.

~llowable of 355 barrels per day, and in the event the[-e 1_~

more than one well on a!~ 80-acre proration unit, the

operator may produ<e the allowable assigned to the tLYlit, fro;l!

the wells on the unit in any proportion. The al].:~wabl~

assigned to a non-standard proration unit shall beaL the

same ratio to a standard allowable as the acre;~ge in ;~u<;h

non-standard unit bears to 80 acres,

IT IS FURTHER ORDERED THAT:

(3) The locations,~’~.~. e.il_ wells presently dr._i~.lling *o.

or comp;:,eted in the Hat Mesa--Bcne Spring Pool or i:.i the 5’,<’,he

Spring formation withln one mile thereof are heYeby

approved; the operatcr of eny well hav:_ng a~ tmorth(-dox
i"-.cation shall notify the Hobbs district office c.=_ the

Division in wEiti~~¢r of the name and ]_ocation of ~’~ ~,;~!].
within 30 days fl--,_,,, ....... :~ date of ~ ;~ rd~-

( 4 ) Pu, rsuan~, to P ~.r agrapl-., A. ,-.~f Sertion v C-,~:- !;~ 

N M,S.A. 1987 Comp., c..ntsined in Laws ,~-= 196:~- C2apt~, ~ 37{

e.~,:istiilg oil wells in the Hat Mesa-Bone Spriug Pool ~’ne!"

have dedicated, theretc 80 acres in accordance ~,l<.~ t.h.=~

foregoing pool rules, or; pursuant t~ ~. .a,_o.gra~h -’ of saJ J

Sect±on 70-2-18 ex ~ ~.~ i,~g wells may have ncn-su._~ud~ c

spacing or proration ~:~ni’-~- estab ~l ...... by ::he [:lvisii)n and

dedicated thereto.

Failure to .=~le__ <]e~,; Forms ,~- ’~ 102 with the D:~’.;:~;ic;n

dedicating 80 ac~ -.=" ~-~ to_._~ .... a well or obtain a no_’,.~-sta.~d,~.rd

,]nit approved by t!-=e Eivision within ~:~0 days from the date

c,f this order shall subject the well to cance]l~ti<:,n of

allowable up, t i I a 1~)o!’.- s t andard spac i;--g unit h.~.s ike~ i-~

approved, and, subjez+ to said 60-day ’~ ’±~.m~tation; each well
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presently drilling to or completed in the Hat Mesa-Z.,::e

Spring Pool, or in its corresponding w~-~i,:al limits

one mile thereof~ sl:all receive no ;~-~ th_~n >ne-ilalf :~+
standard allowable for :said pool.

(5) This case shall De reoper.ed at an examiner he~_: i~{;

in February. 19[~I, at. which time the operators ,in the

subject pool m~y .<{ppear ai:d show caLtse why the tempoL-=ry

rules for the Hat Mesa-Bone ~’-R"S~_~i]g Pool promulgated herei~

should not be rescinded.

(6) Jurisdictio;) of tllis cause is retained loT- 
er~try of such further orders as the Divisi<’I:~ may d,eem

i]ecessary.

DONE at Santa Fe, New Mexico.. on ti-e day a~id year

hereinabove designated.

STATE OF NEW MEXICO
OIL CONSERVATION D~Si~ON

W~LI_IAM J. LEMA~

Director

SEAL


