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ORDER OF THE COMMISSION #r2277-C
' | o H-z2373-0(s)
BY THE COMMISSION: S  2-2373-p

This cause came on. for hearing at 9 o'clock a.m.zgﬁ3
November 8, 1962, at Santa Fe, New Mexico, before Daniel S. Nutter,

" Examiner duly appointed by the Oil Conservation Commission of New

Mexico, hereinafter referred to as the "Commission," in accordance
with Rule 1214 of the'Commission Rules and Regulations.

NOW, on this 21lst day of November, 1962, the Commission,

rum being present, having considered the application, the
evidence adduced, and the recommendations of the Examiner,
Daniel S. Nutter, and being fully advised in the premises,

FINDS:

(1) That due public notice having been given as required by‘
law, the Commission has jnrlsdiction of this cause and the subject
matter thereof.

¥

(2) That a new gas pool for Morrow production should be
created and designated the Lusk-Morrow Gas Pool.

(3) That since March, 1961, the date of the flrst comple-
tion in the Morrow formation in the proposed .pool, several wells
have subsequently been completed in the Morrow formatlon and are
capable of producing gas therefrom.

(4) That El1 Paso Natural Gas Company seeks the promulgation
of temporary special rules and regulations for the Lusk~Morrow Gas
Pool to provide for 640-acre gas proration units and the allocation
of allowables to non-marginal wells in the proportion that each
well'’s acreage factor bears to the total of the acreage factors
for all non-marginal wells in the subject -pool.

(5) That the evidence presented concerning the economic
logs that will occur as a result of drilling of unnecessary wells
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justifies the establishment of 640-acre gas proration units in
the subject pool for a temporary period of 18 months.

(6) That during the 18-month period in which this order
will be in effect, all operators in the subject pool should gather
all avallable informa tion relat:.ve to drainage and . recoverable

reserves in said pool.

: (7) That this case should be reopened at an examiner hear--
ing in May, 1964, at which time the operatoxs in the subject pool.
should be prepared to appear and:show cause why the Lusk-Morrow .
Gas Pool should not be developed on l60-acre gas proration units.

IT IS THERBFORE ORDERED:

: (1) That a new pool in Lea County, New Mexico, classified.
as a gas pool for Morrow production is hereby created and desig-
nated as the. Lusk-Morrow Gas Pool consisting of the following-

described area:

‘I'OWNSHIP 19 SOU‘I‘H, 'RANGE 32 EAST, NMPM
, Section 18: All

Section 19: All
.Section 20: All
Section 29:  All

‘:;»\' ]
€

(2) That Special Rules and Regulations for the Lusk-Morrow
Gas Pool are hereby promulgated as follows: .

SPECIAL RULES AND REGULHTIONS-
FOR THE
IUSK-MORROW GAS POOL

RULE 1. Each well complated or recompleted in the Lusk-
Morrow Gas Pool or in the Morrow formation within one mile of the
Lusk~-Morrow Gas Pool, and not nearer to or within the limits of
' another designated Morrow pool, shall be spaced, drilled, opera-
" ted, and produced in accordance with’ the Spec1al Rules and
Regulations hereinafter set forth. = .

RULE 2. Each well completed or recompleted in the TLusk-
Morrow Gas Pool shall be located on a standard proration unit
consisting of approximately 640 contigucus surface acres
substantially in the form of a square which is a legal section
of the United States Public Lands Survey. For purposes of these
rules, a unit containing 632 through 648 acres shall be considered
a standard unit.

RULE 3. Each well completed or recompleted in said pool
shall be located not closer than 330 feet to the outer boundary
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of the SW/4 NE/4, NW/4 SE/4, NE/4 SW/4, or SE/4 NW/4 of the seéc-
tion. Any well drilling to ox completed in the Strawn or Morrow
formations on the date of this order is hereby granted an excep-
tion to the well location requirements of this rule.

- RULE 4. For good cause shown, the Secretary-Director of
the Commission may grant an exception to the requirements of
"Rule 2 without notice and hearing when the application is for
a non-standard unit comprising less than 640 acres. All oper-
ators offsetting the proposed non-standard unit shall. be
notified of the application by registered or certified mail, and
the application shall state that such notice has been furnished.
The Secretary-Director of the Commission may approve the applica-
tion if, after a period of 30 days, no offset operator has
entered an objection to the formation of such non-standard unit.

The acreage factor assigned to any such non-
standard unit shall bear the same ratio to a standard acreage
factor in the Lusk-Morrow Gas Pool as the acreage in such non-
standard unit bears to 640 acres.

"RULE 5. In the event of subsequent prorationing of the .
Lusk~Morrow Gas Pool, the allowable assigned to a non-marginal
well shall be in the same ratio that its acreage factor bears
to the total of the acreage factors for all non-marginal wells

in the pool.

.;*i-' )

RULE 6. The vertical limits of the Lusk~Morrow Gas Pool
sha;l be the Morrow formation.

(3) That this case shall be reopened at an examiner hearing
in May, 1964, at which time the operators in the subject pool may
appear and show cause why the Lusk-Morrow Gas Pool should not be
developed on 160-acre gas proration units. :

(4) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year herein-
above designated. o ' _ '

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

EDWIN L. MECHEM, Chairman
SEAL

E. S. WALKER, Member

esr/ | | A. L. PORTER, Jr., Member & Secretary
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Fru . - wmis caise came on fea.- hm!.ng ut 9 o'clock a.m. onr HMay 7,
L ‘ 1964. at Santa Ye,Bov Mexico, htm Mniur nans.a!. 8. Butter.

Querva being pr.mt. haviaq censidered the tcstinony. ths record,
‘and the recoxxusudations of the BExaniner, aaa Ddeing fally advised
in the prenises, ‘

pams:

{1} That dus pubdlic netice having been given as nquireﬂ by
law, the Commissicn has ;',uxisdiet&ea of thj.s cauge anéd the subject
matter tmcct.

{2) That by Order Ho. R=2373, dated Noveiber 231, 14353.
te- o arye Bnotlial Rnua and Regulstione wore promulgated for the

. P I
Tl ..‘-C‘&! Tom BOSle

(3) That pursuant to the provisions ¢f Crier No. R-23732,
thia Ty was reopsned to allw the operators in the subject pool
to .= and show cauge y tiis LuakeMorrow Gas P00} ghcoulid not
bo n: aped on 160—1“::: Jreration units.

&’7

(4) That tha tenn -:-r:.ry Bpecial Ruloz aud aagulattc:m for
the Lusk-dorrow Gas Fool, zomulgated by Crdsr Keo. 8=-2373, should
be contirued in affoct .. in additicoal opseyear pericd in exder
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to allow tha oparators im the subjoct pool uffseiant iime to
gathar sc¢ditioral informaticn corretnmg the ‘razazvolr charastare

» i.sucn af the pool.

(5) That thig caze ghould de Nopenea at an exaciner heare

" dng in May, 1965, at vhich time the applicant and all interceisd

partias should appear and ghow cavesd why the Lusk«Horrow Gas Fool
should oot be dsveloped on lﬁo-aczm pzornuon units. ‘

SN

"’.’I”t

(1.) T™Hat ﬂm teaporary fpecial Rules and azguxaums for
the Insk-iloryow Gas Pool promulgated by Order B¥o. R-2373 shall
be coatinued Ln #ull foxce and. ezzm for an additwnal ong=-Yesr

- pe:ied

{2) That thi.z case £hall ba recpanad at an exasiner haare

« -ing in May, 1965, at which Eime tho applicant and sil intorested
- parties vay apper and shov causeo why the LuskeNorrow Gue Pool
- ahcnla nnt ba amlepea on ise-aara p:ozatl.on units.

t:s) That juzindicuon ©f this cause is rotained for the

satry of much further orders as'tha cmlnaion--my_mm ne_eassary.

BONE at Santz o, MVew Hixios, oa the day ané ynar heroisne
abova designated, _

‘I’Y:'J C“v..’ ""‘75’ WRRICC

SIL Ol CINNIECT "'m:ss:w

O

J’M M. CAMPGIELL, Chalsman

E. B WALKER, NMewher
BEAL

A L. ‘zroma, Jr., Mexber & Secretary

eex/
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IN THE MATTER OF THE HEARING

CALLED BY THE OIL CONSERVATION

COMMISSION OF NEW MEXICO FOR :

" THE PURPOSE OF CONSIDERING:: ‘

. ~ . CASE No. 2691
’ , ' Order No. R-2373-B
- ) ' - B R ) - See #lss Eoiter Ass .
APPLICATION OF EL PASO NATURAL GAS ; . 2-2373
COMPANY FOR THE CREATION OF A NEW _ ‘ 0-2 7754
GAS POOL AND ESTABLISHMENT OF SPECIAL 533
RULES AND REGULA!IONS, LEA COUNTY, '
; NEW’MEXICO. L

| - ORDER OF THE COMMISSION
BY TEE ¢omn:sgrox

o This ‘cause ‘came on for hearing at 9 o'clock a.m. on May 12,
1965, at Santa Pe, New Msxico, before Examiner Elvis A. Utz.

NOW,_on this__jéﬁgL_gay of May, 1965, the Commission, a
quorum being present, having considered the testimony, the recordq,
 and the recommendations of the ‘Examiner, and being fully advised
in the- premiaes, e

FINDS:

(1) That'dﬁe public'notlcé having been given as required by
law, the Commission has jurisdiction of this cause -and the subject
' matter thereof., .

v (2) That by Order No. R-2373, dated Novaﬁber 21, 1962,
" temporary Special Rules and Regulations were promulgated for
the Lusk-Morrow Gas ‘Pool, Lea County, New Mexico.

(3) That by Order No. R-2373-A, dated May 13, 1964, said
temporary Special Rules and Regulations were continued in full
force and effect for an additional one-year period.

- (4) That pursuant to the provisions of Order No. R-2373-A,
this case was reopened to allow the operators in the subject pool
to-appear and show cause why the Lusk~Morrow Gas Pool should not

.be developed on l60-acre proration units. :
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(5) That the-ovidenoe'establishos that one woll in the
Lusk~-Morrow Gas Pool can efficiently and economically drain and
develop‘640 acres.

(6) That the Special Rules and Regulations promulgated by
Orders Nos. R-2373 and R-2373-A have afforded and will afford to
the owner of each property in the pool the opportunity to produce
his just and equitable share of the gas in the Pool.

(7) That to prevent the economic loss caused by the drill~
ing of unnecessary wells, to avoid the augmentation of risk
arising from the drilling of an excessive number of wells, to
- prevent reduced recovery which might result from the drilling of
- too few wells, and to otherwise prevent waste and protect cor-
relative rights, the Special Rules and Regulations promulgated
by Orders Nos. R-2373.and R-2373-A should be continued in full
force and effect until further order of the Commission. '

I‘I' b ] THEREFORE ORDERED:
(l) Ihat the Speoial Rules-and Regulations governing the §§§
Lusk~Morrow Gas Pool promulgated by Orders Nos. R~2373 and R~2373-A

are hereby continued in full force and effect until further ordexr
‘of the Commission..

(2) That jurisdiction of this cause is retained for the
‘entry of such fu:the: orde:s as the Commission may. deem neces-
sary. ~ .

DONE at Santa Fe, New Maxico, on the day and year herein-
-above designated._ o

STATE OF NEW MEXICO
_ OIL CONSERVATION COMMISSION

' JACK M. CAMPBELL, Chairman
GUYTON B. HAYS, Member

SEAL : A, L. PORTER, Jr., Member & SecretarY-

esr/
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APPLICATION OF MARBOB ENERGY CORPORATION FOR AN
UNORTHODOX INFILL GAS WELL LOCATION AND SIMULTANEOUS
DEDICATION LEA COUNTY, NEW MEXICO

* ORDER OF THE DIVISION
BY THE DIVISION:

This case came on for hearing at 8:15 am. on December 3, 1998, at Santa Fe, New
Mexico, before Examiner Michael E. Stogner.

NOW, on this / giﬁ— day of January, 1999 the Division Director, having
‘considered the testimony, the record, and the recommendations of the Examiner,

1) Due public notlce has been given and the lesmn has jurisdiction of this
case and its subject matter. :

(2)  The applicant, Marbob Energy Corporation (“Marbob”), seeks an éxception
to Division Rule 104.D(3) to continuously and concurrently produce gas from the Lusk-
Morrow Gas Pool from its: (f) proposed Lusk Deep Unit Well No. 14, to be drilled at an
unorthodox infill gas well location 1650 feet from the North line and 990 feet from the

" West line (Unit E) of Section 19, Township 19 South, Range 32 East, NMPM, Lea County,
New Mexico; (i) existing Lusk Deep Unit “A” Com. Well No. 1.(API No. 30-025-00905),
located at an unorthodox gas well location 660 feet from the North and East lines (Unit A)
of Section 19 (approved by Division Orders No. R-2373, issued in Case No. 2691 and dated
November 21, 1962 and R-5028, issued in Case No. 5482 and dated May 22, 1975); and
(iii) existing Lusk Deep Unit “A” Well No. 5 (API No. 30-025-20122), located at an
unorthodox infill gas well location 1980 feet from the South and East lines (Unit J) of
Section 19. All three wells are to be sxmultaneously dedicated to the existing standard-
643.58-acre gas spacing and proranon unit compnsmg all of Secuon 19.

(3)  Division Order No. R-2373 also created and deﬁned the Lusk-Morrow Gas
Pool for the production of gas from the Moirow formation. The horizontal limits for this
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“pool currently include the followmg described lands in Lea and Eddy Counties, New
Mexico:

EDDY COUNTY :
- TOWNSHIP 19 SO RANGE 31 EAST, NMPM
- ... Section 1: : All
Sections 24 and 25: _ Al
LEA COUNTY _
TOWNSHIP 19 SOUTH. RANGE 32 EAST NMPM
Sections 9and 10: All
Sections 15 and 16: CAll
Sections 18 through 21: All
Sections 27 through 30 Al
‘Section 32: S AL

: (4) = The Lusk-Morrow Gas Pool is an “unprorated gas pool” not subject to the
“General Rules for the Prorated Gas Pools of New Mexico,” as established by Division
Order Nos. R-8170, as amended, and R-10987, However, this pool is subject to: (i) the
“Special Rules and Regulations for the Lusk-Morrow Gas Pool,” as established by Division
Order No. R-2373, as amended by Order Nos. R-2373-A, R-2373-B, and R-6197, which
require standard 640-acre gas spacing and proration units, with wells to be located no closer
than 330 feet to the outer boundary of the SW/4 NE/4, SE/4 NW/4, NE/4 SW/4, and NW/4
SE/4 of the section; and (if) Division Rule 104.D(3), which restricts the number of
producing wells' within a single gas spacing umt within non-prorated pools to only one.
Producing wells within this pool are allowed'to'produce at capacity.

&) Secuon 19 is within the boundaries of the Lusk Deep Umt which is a

Federal exploratory unit operated by Marbob

(6)  Division Order No. R-5028 also authorized the simultaneous dedication of
Morrow gas production from both the Lusk Deep Unit “A” Com. Well No 1 and the Lusk
Deep Unit “A” Well No. 5 to the 643. 58-acre umt :

y @ Marbob presented testimony gnd evidence indicating that:

: (a)  there are numerous productive formations
underlying Section 19 and the potential for hydrocarbon
production from formations in addition to the Morrow
formation is necessary to economically justify the drilling
of an additional well in Section 19;

P

5
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. (b)  wells dnlled to the Lusk-Morrow Gas Pool .
are typically multlple-completed with other gas beanng '
pools or formations;

, (c) current low drlling costs make it
economically possible to drill an additional well in Section
19 and, if a Morrow well is not drilled at this time, it may
never be drilled and recoverable reserves may be left in the
ground and wasted;

@ - the_re are - recoverable gas.» reserves under
Section 19 in the Morrow pay zone that cannot be
produced by any well currently producing from this section;

. .(e)  the main gas-bearing intervals within the
Morrow formation under Section 19 consists of three
- distinct northwest-southeast trending channels (upper,
middle, and lower), each being a narrow lenticular sand of
~ limited extent and continuity; _ :

o . the rmddle and lower Morrow -sands are
thicker at the proposed unorthodox well location than at
any standard location in Section 19; and

A (g)- a well at the proposed unorthodox location
will be better able to efficiently produce the remaining

- Morrow reserves under Section 19 than a well at a standard

. location. : SR :

®) Requxnng Marbob to shut in exlstmg Morrow gas wells in Sectlon 19, if

the proposed Lusk Deep. Unit Well No. 14 is successful, would not only delay the

_recovery of the reserves from the Lusk Deep Unit “A” Com. Well No. 1 and the Lusk

Deep Unit “A” Well No. 5 but also could result in water damage to the Morrow
formanon resulting in the waste of hydrocarbons. - -

) . The proposed Lusk Deep Unit- Well No. 14 is necessary to produce the
recoverable reserves in the Morrow foxmatxon under Section 19 thereby preventing waste.

(10) The s1mu1taneous dedxcatlon of Section 19 to these three wells will result
in the recovery of hydrocarbons that otherwise will be wasted.
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(11)  The proposed unorthodox well location for the Lusk Deep Unit Well No.
14 at a point 1650 feet from the North line and 990 feet from the West line of Section 19,
Township 19 South, Range 32 East, NMPM, is necessary to efficiently produce the
- recoverable reserves from the Morrow B and C zones under Section 19.

(12) Approval of an unorthodox well location for the Lusk Deep Unit Well No.
14 and the simultaneous dedication of Section 19 to the three wells will afford Marbob
the opportunity to produce the recoverable reserves under Section 19 thereby protecting
its correlative rights.

(13) The Lusk-Mox_'row Gas Pool appears to have reached maturity and is in its

ﬁnal stages of depletlon

(14) Current technical information regarding the Lusk-Morrow Gas Pool is

~ limited and data acquired from the Lusk Deep Unit. Well No. 14 ‘may encourage the
dnlhng of additional wells in the Lusk Morrow-Pool

(15) - Other operators in this area have expressed support for this application; no

operator-of a tract offsetting Section 19 opposed this application; and Yates Petroleum
Corporation, operator of the offsetting Section 31, Township 19 South, Range 32 East,

‘NMPM, Lea County, New Mexico to the south, provided written support for increased
. .development density in this pool through allowmg multxple wells in a spacing unit where
offsetnng correlative rights will not be impaired.

(16) The evidence shows that an additional well is necessary to produce the
remaining recoverable gas reserves in the Morrow formation in Section 19 thereby
preventing waste. Approval of the unorthodox well location for the proposed Lusk Deep
Unit Well No. 14 and the simultaneous dedication of Section 19-to this well and the Lusk
Deep Unit “A” Com. Well No. 1 and Lusk Deep Unit “A” Well No. 5 will afford Marbob
the opportunity to produce the recoverable Morrow reserves under this section thereby
protecting its correlative rights. Marbob Energy Corporation has therefore produced
compelling evidence in support of its application for the simultaneous dedication of the
Lusk Deep Unit “A” Com. Well No. 1, Lusk Deep Unit “A” Well No. 5, and Lusk Deep
Unit Well No. 14 and its application should be granted.

_ (17)  An opinion expressed by the applicant at the time of the hearing indicates
that 640-acre spacing and the current set-back requirements (both internal and extemal) for
wells within the Lusk-Morrow Gas Pool: (i) may be too restrictive for this mature pool and
(ii) are inhibiting the depletion of this pool by restricting production of its remaining
reserves. The applicant further expressed an interest in taking the lead on behalf of all
operators in this pool to: (i) evaluate the technical data to be collected on this well; (if)
organize this pool’s historical data for the purpose of preparing a reservoir study; and (i)
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collect pressure and dramage data in order to amend the Lusk-Morrow Gas Pool rules to
include: .

(@) . infill drilling prowsidns that allow for up to
four wells on each 640-acre unit (one ‘well in each quarter
, secnon, or eﬁ'ectxve 160-acre. spacmg), ‘

~ (b) the relaxation of the setback requxrenients for
- wells, such that wells can be located no closer than 660 feet
to a quarter section line nor closer than 10 feet to any quarter-

" quarter section line or subdivision inner boundary ’

IT IS THEREFORE ORDERED IAT:

(1) The application of Marbob Energy Corporation: (“Marbob") for an exception |

'~ to Division Rule_104.D(3) to continuously and concurrently produce gas from the Lusk-
‘Morrow Gas Pool from its: (i) proposed Lusk Deep Unit Well No..14; to be drilled at an

unorthodox infill gas well location 1650 feet from the North line and 990 feet from the

- West line (Unit E) of Section 19, Township 19 South, Range 32 East, NMPM, Lea County,
New Mexxco (ii) exxstmg Lusk Deep Unit “A” Com. Well No. 1 (API No. 30-025-00905),
located at an unorthodox gas well location 660 feet from the North and East lines (Unit A)

of Section 19 (approved by Division Order No. R-2373, issued in Case-No, 2691 and dated

- November 21, 1962); and (ii) existing Lusk Deep Unit “A” Well No. 5 (API No. 30-025-

20122), located at an unorthodox infill gas well location 1980 feet from the South and East
lines (Unit J) of Section 19 is hereby approved. All three wells shall be simultancously
dedicated to the exxstmg standard 643.58-acre gas spacing and proration unit comprising all

-of Section 19.

PROVIDED HOWEVER THAT, within one year following the completion of the-
Lusk Deep Unit Well No. 14, Marbob shall file an application with the Division to amend
the “Special Pool Rules and Regulations for the Lusk-Morrow Gas Pool,” as established
by Division Order No. R-2373, as amended by Order Nos. 'R-2373-A, R-2373-B, and R-
6197, to include:

(@)  infill drilling provisions that allow for up to. -
four wells on each 640-acre unit (one well in each quarter -
section, or effective 160-acre spacing); and

(b)  the relaxation of the setback requirements for
wells, such that wells can be located no closer than 660 feet
to a quarter section line nor closer than 10 feet to any quarter-
quarter section line or subdivision inner boundaxy
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At the hearing held on the application, Marbob shall present geological and
engineering data in support of the application, which data shall include the information
acquired from the drilling and successful completion of the Lusk Deep Unit Well No. 14,

PROVIDED FURTHER THAT, if these proposed amendments to the Lusk-
Morrow Gas Pool are not adopted by the Division, Marbob shall immediately file an
application to reopen this case for the entry of such further orders as may be required by
the data acquired from the “drilling,of- the “Lusk Deep Unit Well No. 14.

(2) Junsdlcnon is hereby retamed for the entry of such further orders as the.

Division may deem necessary.

" DONE at Santa Fe, New Mexico, on the day and year 'hereinabove designated.

" - STATE OF NEW MEXICO
OIL GONSERVATION DIVISION




STATE OF NEW MEXICO
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CASE NO. 12076
ORDER NO. R-2373-C (1

APPLICATION OF MARBOB ENERGY CORPORATION FOR AN
UNORTHODOX INFILL GAS WELL LOCATION AND SIMULTANEOUS

DEDICATION, LEA COUNTY, NEW MEXICO. S ¢ oo Oootoms 225,
| | R 4
AMENDED ORDER £- 23527 2

. A2 ~=23I75~7
' - o . A - 23733
BY THE DIVISION: : S -Er97
' ’ ' 2-8323-C
It appearing to the New Mexico Oil Conservation Division ("Division") that Order
No. R-2373-C, dated January 15, 1999, does not correctly state the mtended order of the

: D1v1sron :

IT IS THEREFORE ORDERED THAT:

(1) Finding Paragraph No. (3) on pages 1 and 2 of Order No. R-2373-C is
: ‘,hereby amended to read in its entirety as follows:

(3) Division Order No. R-2373 also created and
"defined the Lusk-Motrow Gas Pool for the production of gas
from the Morrow formation. The horizontal limits for this
pool currently include the following described lands in Lea
and Eddy Counties, New Mexlco

EDDY COUNTY

TOWNSHIP 19 SOUTH, RANGE 31 EAST, NMPM
Section 13: - Al
Sections 24 and 25: All

LEA COUNTY

TOWNSHIP 19 SOUTH, RANGE 32 EAST NMPM
Sections 9 and 10: All
Sections 15 and 16: All
Sections 18 through 21: All
- Sections 27 through 30: All
- Section 32: All.

) The corrections set forth in this order shall be entered retroactively: as of
January 15 1999, '
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DONE at Santa Fe, New Mexico, on this_12th day of September, 2000.

'STATE OF NEW MEXICO -
Ol CONSERVATION DIVISION

hitsaderg:

LORI WROTENBERY
' Dir_ector o .

SEAL
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CASE NO. 12444

ORDER NO. R-2373-D

4
-

APPLICATION OF MARBOB ENERGY CORPORATION TO AMEND THE
SPECIAL RULES AND REGULATIONS FOR THE LUSK-MORROW GAS
POOL, LEAAND EDDY COUNTIES NEW. MEXICO : :

: ORDER OF THE DIVISION

" BY THE DIVISION:

This case came on for heanng at 8:15 am. on June 29 2000 -at Santa Fe New
» Mexxco before Exammer chhael E. Stogner ' _

NOW on tlus 12th day of September 2000, the Division Dlrector, havmg
considered the tesnmony, the record and the recommendatlons of the Examiner,

~ FINDS THAT:

1) Due public notice has been given. and the Dmsxon has Junsdlcuon of this
~ case and its sub]ect matter. . -

‘ (2) - Division Order No R-2373 issued in Case No. 2691 and dated November
21, 1962, created and defined the Lusk-Morrow Gas Pool for the production of gas from the
Morrow formation. The horizontal limits for this pool currently mclude the followmg, .
descnbed lands in Lea and Eddy Counties, New Mexxco : .

o EDDY COUNTY : '
TOWNSHIP 19 SOUTH, RANGE 31 EAST, NMPM
~ " Section 13: S AL
Sections 24 and 25: Al
. - LEA COUNTY

TOWNSHIP 19 SOUTH, RANGE 32 EAST NMPM :
Sections9and 10: All
‘Sections 15 and 16: - Al

Sections 18 through 21: ~ All
Sections 27 through 30: All
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Section32: AllL

(3)  The Lusk-Morrow Gas Pool is an “unprorated gas pool” not subject to Part
" H of the Division's statewide rules and regulations entitled "Gas Proration and Allocation”
(Rules 601 through 605). However, the Lusk-Morrow' Gas Pool is subject to: (i) the
“Special Rules and Regulations for the Lusk-Morrow Gas Pool,” as established by Division
Order No. R-2373, as amended by Orders No. R-2373-A, R-2373-B, and R-6197, which

require standard 640-acre gas spacing and proration units, with wells to be located no closer

than 330 feet to the outer boundary of the SW/4 NE/4, SE/4 NW/4, NE/4.SW/4, and NW/4

SE/4 of the section; and (ii) Division Rule 104.D (3), which restricts the number of
producing wells within a single gas spacing unit within non-prorated pools to only one (see

official notice to all operators submitted by the Division Director on October 25, -1999).
Producing wells within this pool are allowed to produce at capacity. .

(4)  As directed by Division Order No. R-2373-C, issued in Case No. 12076 and

dated January 15, 1999, as amended by Division Order No. R-2373-C (1), the applicant,
Marbob Energy Corporation ("Marbob"), seeks to amend the rules and regulations currently
govermng the Lusk-Morrow Gas Pool to prov1de .

(a) the option to drill on each: quarter section W1thm a
~ standard 640-acre gas spacing and proration unit; and .

(b) - the relaxation of the setback requirements for wells, -
- such that wells can be located no closer than 660 feet
- "to a quarter section line nor closer than 10 feet to any
. quarter-quarter - secnon hne or subdivision. mner

‘ boundary

4) By Division Order No. R—l 1231, 1ssued by the New Mexico Oil
Conservation Commission in Case No. 12119 on August 12, 1999, Division Rule 104 was
amended for deep gas development (Wolfcamp and older) in southeast New Mexico (Lea,
Chaves, Eddy, and Roosevelt Counties) to provide for: (i) one optional infill well within a

standard 320-acre gas spacing and proration unit; (i) relaxed setback requirements to the -

outer boundary line of a spacing and proration unit; and (iii) a larger geographical area
within each quarter section of a single unit in which to drill a well at a location that is

standard by reducing the 330-foot setback requu'ements to an interior quarter-quarter

section line to 10 feet

(6) Marbob presented ev1dence that demonstrates there are currently nine

producing wells within the Lusk-Morrow. Gas Pool, three of which are operated by
Marbob.
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(7) - The apphcant presented geologxc ev1dence that demonstrates

(@) - the producmg intervals of the Morrow fonnatxon in
this area are divided into three zones, the "A," "B,"
and "C" sands (upper, ‘middle, and lower,

‘ .respectrvely), ' o

(b) all three mtervals are present wrthm the Lusk-i_
-~ Motrow Gas Pool boundary, however, there is no.
- predominate producmg mterval ‘ ‘

(¢)  the"A" and "B" sands in thrs area are deposited in a
continuous manner while the "C" sand is lenticular
and channel-hke, and :

(d)" even though all three sands can be correlated across
: ~ the reservoir, the quality and sand thickness in: each '
vanes con51derably :

8) From Marbob's mﬁll pl’OjeCt in Section 19 Townshrp 19 South, Range 32
- East, NMPM, Lea County, New Mexico, which was the result of Division Order No. R-
2373-C, as amended, the applicant presented engineering evidence demonstratmg that one
well per 640 acres is msufﬁclent to adequately depiete : the . remarmng gas reserves
underlymg this pool ' :

(9)  Further. the geologic and engineering evidence presented demonstrates
that approval of infill drilling within the Lusk-Morrow Gas Pool will provide the
operators in the pool the opportunity to recover additional gas reserves whlch may
otherwise not be recovered by the emstrng wells, thereby preventmg waste.

- (10) The apphcan_t s proposal to allow up to four wells per section is supported
by its geologic and engineering evidence, ‘and is consistent with current Division rules
governing Morrow gas development in southeast New: Mexico. ‘However, certain
provisions should be included in these proposed rule changes in order to ensure
" consistency with the rules currently govermng deep gas pools in southeast New Mexico -
on 320-acre spacmg .

-(11) The proposed well setback requu'ements wxll allow for greater flexibility
in locating mﬁll gas wells : » .
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(12) The applicant notified all operators and interest owners: within the area
affected by this application. No operator or interest owner appeared at the hearmg in
‘opposition to the application. :

(13). Approval. of the application is. in. the best . interest of conservation,
~ prevention of waste and protection of correlatxve rights.

ITIS THEREFORE ORDERED THAT'

(1) The application of Marbob to amend the “Special Rules and Regulations
for the Lusk-Morrow Gas Pool,” currently comprising Sections 13, 24, and 25, Township
19 South Range 31 East, NMPM, Eddy County, New Mexico and Sections 9, 10, 15, 16,
18, 19, 20, 21, 27, 28, 29, 30, and 32, Township: 19 South, Range 32 East, NMPM, Lea

County, New Mexico, is hereby approved. v

(2) Rule3 of the “Special Rules and Regulations Jor the Lusk-Morrow Gas

Pool ”is-hereby amended to read in its entirety as follows: .

ULE 3 (a): The initial well within a gas spacing and
proration unit shall be located no closer than 660 feet to the
~outer boundary of the quarter section on which the well is
located and no closer than 10 feet to any quarter-quarter -
section line or subdivision inner boundary. Each infill well
within an existing gas spacing and proration unit shall be
located in a quarter section that does not contain a
‘producing Morrow gas well and shall be located with
respect to the assigned unit boundaries as described above.

RULE 3 (b): The ' Division Director may grant an
exception to the footage requirements for a Morrow gas
‘well of Rule 3 (a) above without hearing when an
. application has been duly ﬁled under the provisions of
' »D1v1sxon Rule 104 F.

: RULE 3 (c): No.more than one Morrow gas well shall be
located within a single governmental quarter section. Any
deviation from this well density requirement shall be
authorized only after hearing. :

RULE 3 (d): The land plat (NMOCD Form C-102)
‘accompanying the "Application for Permit to Drill"
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(NMOCD Form C-101 or federal equivalent) for
- subsequent wells on an existing gas spacing and proration
- unit shall have outlined the boundary of the unit and shall
- show the location (well name, footage location, API
number) of all existing Morrow gas wells on the unit plus _
" the proposed new well. - _

(3)> Jurisdiction is hereby retained for the entry of such further orders as the
Division may deem necessary. : : ‘

DONE at Santa Fe, New Mexico, on the day and year hereinabove designated.
ST

OF NEW MEXICO
ONSERVATION D

o

' LORI WROTENBERY
Director

SEAL
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CASE NO. 12493

ORDER NO. R-2373-E

 APPLICATION OF MARBOB 'ENERGY CORPORATION FOR POOL
CONTRACTION, LEA AND EDDY COUNTIES, NEW MEXICO..

ORDER OF THE DIVISION

. BYTHE DIVISION:

. This case came on for heanng at 8:15am. on Septembcr 21 and October 19, 2000,
at Santa Fe, New Mexico, before Examiner Michael E. Stogner. -

NOW, on this 513'4_,‘_ day of February, 2001, the Division Directbr, having
considered the testimony, the record, and the recommendations of the Examiner,

FINDS THAT

1) - Due pubhc natice has been given and the Division has Junsdlctmn of thls
case and its subject matter. : .

(@) Division Order No. R-2373, issued in Case No. 2691 and dated November

21, 1962, created and defined the Lusk-Morrow Gas Pool for the production of gas from the

Morrow formation. The horizontal limits for this pool- currently mclude the following
described lands in Lea and Eddy Countles, New Mexico: :

: EDDY COUNTY :
- TOWNSHIP 19 SOUTH, RANGE 31 EAST, NMPM
Section 13: All )
Sections 24 and 25: All
' LEA COUNTY
TOWNSHIP 19 SOUTH, RANGE 32 EAST, NMPM
Sections 9 and 10: - All
Sections 15 and 16: All
. Sections 18 through 21: All
£ - : : Sections 27 through 30: All
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' Section 32: AL

(3) The Lusk-Morrow Gas Pool is an “unprorated gas pool” not subject to Part

H of the Division's statewide rules entitled "Gas Proration and Allocation" (Rules 601

through 605); as such producing wells within this pool are allowed to produce at capacity.
However, the Lusk-Morrow Gas Pool is subject to the “Special Rules and Regulations for
 the Lusk-Morrow Gas Pool,” as established by Division Order No. R-2373 issued in Case

No. 2691 on November 21, 1962, as amended by Division Orders No.: (i) R-2373-A issued
in Reopened Case No. 2691 on May 13, 1964; (ii) R-2373-B issued in Reopened Case No.
2691 on May 19, 1965; (iii) R-6197 issued in Case No. 6730 on November 28, 1979; (iv)
R-2373-C issued in Case No. 12076 on January 15, 1999; (v) R-2373-C (1) issued on
September 12, 2000 as an amendment to Order No. R-2373-C; and (vi) R-2373-D issued in
Case No. 12444 on September 12, 2000. These special pool rules require standard 640-acre
gas spacing and proration units, with wells to be located no closer than 660 feet to the outer
" boundary of a quarter section on which the well is located and no closer than 10 to any
quarter-quarter section line or subdivision inner boundary; further, optional infill wells are
allowed provided there is no more than one well per quarter section.

(4) . Also, the special rules governing the Lusk-Morrow Gas Pool apply only to
that area encompassed by its pool boundaries; therefore, operations within one-mile of this
pool are exempt from Division Rule 104.A (2) (b) [see Division Order No. R-6197]. All
wells drilled to the Morrow formation that are outside of this pool's boundaries are therefore

“subject to the Division's statewide rules and regulations for deep wells in southeast New

Mexico [see Division Rule 104.C (2)].

- () The applicant, Marbob Energy  Corporation, seeks the contraction of the
Lusk-Morrow Gas Pool by deleting therefrom: (i) Section 24, Township 19 South, Range
31 East, NMPM, Eddy County, New Mexico; and (ii) Secnon 21, Township 19 South,

Range 32 East, NMPM, Lea County, New Mexico. ,

(6)  Since the pool's inception almost 40 years ago, not all 640-acre tracts
(sections) within the current pool boundaries have had development. The undeveloped
tracts include the two above-described sectlons

@) With exception of the 640-acre ‘spacing, the rules governing the Lusk-
Morrow gas pool now mirror the current statewide rules applicable to well locations for
deep wells in southeast New Mexico [see Division Rule 104.C (2)].

(8) The thk-Morrow Gas Pool has been in a state of depletion for some time
now and exploration of any undeveloped acreage within the pool boundaries is hampered
. by this 640-acre spacing rule.
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(9)  Eliminating Section 21, Township 19 South, Range 32 East, NMPM, Lea
County, New Mexico from the pool will cause Sections 9, 10, 15, and 16 of Township 19-
South, Range 32 East, NMPM, Lea County, New Mexico to be: detached from' the
remaining body of the pool, thereby causing acreage within a pool boundary to be non-

‘contiguous (see Division Rule 7.C). Section 21, Townshxp 19 South, -Range 32 East,

NMPM, Lea County, New Mexico should therefore remam W1thm the pool boundanes

(10) Rule 4 of the special Lusk-Morrow Gas Pool rules allows the Dmsxon
Director to issue an excepnon to the 640-acre spacing provision admmlstranvely Special
consideration should be given to any operator within Section 21" seeking to form a non-
standard 320-acre unit for a Morrow gas test provided such request is for a half section that
compnses the N/2, S/2, E/2 or W/2 of Section 21.

(1 1) Approval of this application with respect to Section 24, Township 19 South,
Range 31 East, NMPM, Eddy County, New Mexico will enable operators of that acreage -
eliminated from these pool rules to develop these properties in accordance with Division
Rule 104.C (2), thereby protecting correlative rights and preventing waste.

(12) Approval of the application is in the best mterest of conservatlon,
preventxon of ‘waste and protectlon of correlative rights.

IT IS THEREFORE ORDERED THAT:

1) That portion of the application of Marbob Energy Corporation seeking to
contract the Lusk-Morrow Gas Pool by deleting therefrom Section 21, Township 19.South,
Range 32 East, NMPM, Lea County, New Mexico, is hereby denied. o

@) The Lusk-Morrow Gas Pool in Eddy County, New Mexico is hereby
contracted by deleting the following area: v '

TOWNSHIP 19 SOUTH, RANGE 31 EAST, NMPM
Section 24: Al

3. Junsdlctwn is hereby retained for the entry of such further orders as the
Division may deem necessary. :
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- pRRGNEat Santa Fe, New Mexico, on the day and year hereinabove designated.
S T |

STATE OF NEW MEXICO
'OIL CONSERVATION DIVISION

LORI WROTENBERY
- Director ' - '

.
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