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Re: NMOCD CASE 11351
PROPOSED MODIFICATIONS OF RULE 104
Unorthodox Well Locations
Non-Standard Proration Units

Dear Members of the Commission:

On August 10, 1995, the Commission commenced a public hearing
to consider modifications to Division General Rule 104 and received
suggestions from members of the oil & gas industry. At the conclusion of
that hearing, you granted my request on behalf of the New Mexico Oil and
Gas Association to continue this case to the September 28, 1995 docket so
that the industry representatives at the hearing could complete a revised
draft of proposed changes to Rule 104.
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The continuance has provided an opportunity to NMOGA and to
those oil & gas industry companies who appeared and participated in that
hearing to meet and review Rule 104. Our industry group includes the
following:

Ruth Andrews (NMOGA-Santa Fe)

Alan Alexander and Scott Daves (Meridian Oil Inc-Farmington)
Jerry Hoover (Conoco-Midland)

Bill Hawkins and Pam Staley (Amoco Production-Denver)

In addition, we have received constructive comments and suggestions
from Randy Patterson (Yates Petroleum Corporation-Artesia) and Ray
Miller (Marbob Energy Company-Roswell.

Finally, I met informally with Michael Stogner of the NMOCD-Santa
Fe to solicit his comments and suggestions on the "industry” proposed Rule
104 which was submitted to the Commission at the hearing.

As a result of this effort, | am pleased to submit to you for
consideration a Proposed Rule 104 which we recommend for adoption by
the Commission which is summarized as follows:

MAJOR ITEMS

(1) EXPANDING SCOPE OF ADMINISTRATIVE APPROVAL
FOR UNORTHODOX WELL LOCATIONS

Currently, General Rule 104 allows for the Division Director,
without a hearing, to administratively approval an unorthodox well location
("NSL") for geologic reasons provided the location is not closer than 660
feet to the nearest side boundary nor closer than 990 feet to the nearest end
boundary of the spacing unit.

The Division staff recommended expanding the scope of Rule 104 so
that an administrative NSL could be approved for geologic reasons at any
unorthodox well location.
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While the members of the Industry Committee support the Division’s
recommendation, certain members of the industry actively involved with
the deep gas wells in Southeastern New Mexico request a minimum setback
of 660 feet for pools with standard 320-acre spacing units. Their request
is included in our Proposed Rule 104.

We have also added archeological conditions as a justification for an
administratively approved NSL.

(2) THE 10 FOOT INTERIOR SETBACK:

We support the Division staff’s recommendation to relax the current
130 foot interior setback rule applicable to the San Juan Basin and reduce
that distance to 10 feet.

We have reconsider and hereby withdraw our earlier suggestion to
relax the interior setback for gas wells in Southeastern New Mexico to 10
feet for the same reasons expressed by Chairman LeMay at the hearing--that
if the well is permitted as a deeper well and then recompleted to a
shallower gas zone then there would be a shallow gas well "too" close to
its boundary.

(3) SOUTHEAST-DEEP GAS SETBACKS:

The current Rule 104 has a restricted "standard location” for deep
gas wells (below the top of the Wolfcamp) which are spaced on standard
320-acre spacing units of not closer than 1980 feet to the end nor closer
than 660 feet to the side boundary.

We recommend relaxing the current 1980 foot end boundary setback
for 320-acre gas spacing to 1650 feet.
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(4) REVISING THE NOTICE RULES:

The current rules for administrative NSL require notice to all offset
operators while the current notice rules for hearing such a case only require
notice be sent to those operators, lessees or mineral owners towards whom
the well encroaches.

We recommend revising Rule 104 to be compatibie with the hearing
notice rules and to provide:

(a) notice to operators adjoining and the diagonal offset
towards whom the well actually encroaches;

(b) in absence of an operator then to lessees within a distance
of the encroaching well not less than the minimum setback
distance for standard wells; and

(c) in absence of a lessee then to the mineral owner within a
distance of the encroaching well not less than the minimum
setback distance for standard wells.

We will have members of our committee present and available at the
hearing on September 28, 1995 to present our recommendations and to
answer questions.

Vatm‘lyxy- ours,

W. Thomas .l/(ellahin

/

!
¢

cc: Parties of Record



NMOGA’s Rule 104 SubCommittee:

PROPOSED RULE 104

September 25, 1995

RULE 104. - WELL SPACING: ACREAGE REQUIREMENTS
FOR DRILLING TRACTS

A.

B.

(no changes proposed)

ACREAGE AND WELL LOCATION REQUIREMENTS FOR WILDCATS

(D

Lea, Chaves. Eddy and Roosevelt Counties

(a)

(b)
(c)

Wildcat Gas Wells. In Lea, Chaves, Eddy and Roosevelt Counties,

a wildcat well which is projected as a gas well to a formation and in
an area which, in the opinion of the engineer or supervisor
approving the application to drill, may reasonably be presumed to be
productive of gas rather than oil shall be located on a drilling tract
consisting of 160 surface contiguous acres, more or less,
substantially in the form of a square which is a quarter section, being
a legal subdivision of the U.S. Public Land surveys, and shall be
located not closer than 660 feet to any outer boundary of such tract
nor closer than 330 feet to any quarter-quarter section or subdivision
inner boundary. Provided, however, that any such wildcat gas well
which is projected to the Wolfcamp or older formations shall be
located on a drilling tract consisting of 320 surface contiguous acres,
more or less, comprising any two contiguous quarter sections of a
single governmental section, being a legal subdivision of the U.S.
Public Land Surveys. Any such "deep” wildcat gas well to which is
dedicated more than 160 acres shall be located not closer than 660
feet to the nearest side boundary of the dedicated tract nor closer

(no changes proposed)

(no changes proposed)
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2)

3)

San Juan, Rio Arriba, and Sandoval Counties

(a)

(b)

(©)
(d)

Wildcat Gas Wells. In San Juan, Rio Arriba, and Sandoval
Counties, a wildcat well which is projected to a gas-producing
horizon shall be located on a designated drilling tract consisting of
160 surface contiguous acres, more or less, substantially in the form
of a square which is a quarter section, being a legal subdivision of
the U.S. Public Land surveys, and shall be located not closer than
790 feet to any outer boundary of the tract nor closer than +30-feet
>t to any quarter-quarter section or subdivision inner boundary.

In the event gas production is encountered in a well which was
projected as an oil well and which is located accordingly but does
not conform to the above gas well location rule, it shall be necessary

matter-to-a-hearing before approval for the production of gas can be
given.

(no changes proposed)

(no changes proposed)

All Counties except Lea, Chaves, Eddy. Roosevelt, San
Juan. Rio Arriba and Sandoval.

(a)
(b)

(no changes proposed)

Any wildcat well which is projected as a gas well to a formation and
in an area which, in the opinion of the Division representative
approving the application to drill, may reasonably be presumed to be
productive of gas rather than oil shall be located on a drilling tract
consisting of 160 surface contiguous acres, more or less,
substantially in the form of a square which is a quarter section, being
a legal subdivision of the U.S. Public Land Surveys, and shall be
located not closer than 660 feet to any outer boundary of such tract
nor closer than 330 feet to any quarter-quarter section or subdivision
inner boundary.
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C. ACREAGE AND WELL LOCATION REQUIREMENTS FOR DEVELOPMENT

WELLS

(1)  (no changes proposed)

(a)

(no changes proposed)

) Lea, Chaves, Eddy and Roosevelt Counties.

(a)

(b)

Gas Wells. Unless otherwise provided in special pool rules, each
development well for a defined gas pool in a formation younger than
the Wolfcamp formation, or in the Wolfcamp formation which was
created and defined by the Division prior to November 1, 1975, or
in a Pennsylvanian age or older formation which was created and
defined by the Division prior to June 1, 1964, shall be located on a
designated drilling tract consisting of 160 surface contiguous acres,
more or less, substantially in the form of a square which is a quarter
section being a legal subdivision of the U.S. Public Land Surveys,
and shall be located not closer than 660 feet to any outer boundary
of such tract nor closer than 330 feet to any quarter-quarter section
or subdivision inner boundary nor closer than 1320 feet to the
nearest well drilling to or capable of producing from the same pool.

Unless otherwise provided in the special pool rules, each
development well for a defined gas pool in the Wolfcamp formation
which was created and defined by the Division after November 1,
1975, or of Pennsylvanian age or older which was created and
defined by the Division after June 1, 1964, shall be located on a
designated drilling tract consisting of 320 surface contiguous acres,
more or less, comprising any two contiguous quarter sections of a
single governmental section, being a legal subdivision of the U.S.
Public Land Surveys. Any such well having more than 160 acres
dedicated to it shall be located not closer than 660 feet to the nearest

section or subdivision inner boundary
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D.

3)

4

San Juan, Rio Arriba, and Sandoval Counties.

(a)

Gas Wells. Unless otherwise provided in special pool rules, each
development well for a defined gas pool shall be located on a
designated drilling tract consisting of 160 surface contiguous acres,
more or less, substantially in the form of a square which is a quarter
section, being a legal subdivision of the U.S. Public Land Surveys,
and shall be located not closer than 790 feet to any outer boundary
of the tract nor closer than 130-feet 10 fe
section line or subdivision inner boundary.

feet to any quarter-quarter

All Counties except Lea, Chaves, Eddy, Roosevelt, San Juan, Rio Arriba

and Sandoval.

(a)

Gas Wells. Unless otherwise provided in special pool rules, each
development well for a defined gas pool shall be located on a
designated drilling tract consisting of 160 surface contiguous acres,
more or less, substantially in the form of a square which is a quarter
section, being a legal subdivision of the U.S. Public Land Surveys,
and shall be located not closer than 660 feet to any outer boundary
of such tract nor closer than 330 feet to any quarter-quarter section
or subdivision inner boundary nor closer than 1320 feet to the
nearest well drilling to or capable of producing from the same pool.

ACREAGE ASSIGNMENT-COMPEETED-WELES

(1)

(no changes proposed)

(a)

(b)

(c)

(no changes proposed)
(no changes proposed)

(no changes proposed)
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Non-Standard Units.

(b)

BivistonDirector-may-grant-administrative

apprevakte non-standard gas units without notice and hearing when
an application has been filed for a non-standard unit and the
unorthodox size or shape of the unit is necessitated by a variation in
the legal subdivision of the U.S. Public Land Surveys, or the
following facts exist and the following provisions are complied with:

(i)

(ii)

ot or the non-standard unit consists of quarter—
quarter sections or lots that are contiguous by a common
bordering side.

The non-standard unit lies wholly within a single
governmental quarter section if the well is completed in a
pool or formation for which 40, ! 160 acres is the
standard unit size, wholly within a single governmental half
section if the well is completed in a pool o form txon for
which 320 acres is the standard unit size, or whol, :




| g_well and no Form C-10

will be approved by the Division or any of its
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(no changes proposed)
(no changes proposed)
(no changes proposed)
(no changes proposed)
(no changes proposed)
(no changes proposed)
(no changes proposed)

(no changes proposed)

properties—within—theState—of New—Mexieo- The Division shall wait at least ten

days before approvmg any such pooling, and shall approve such poolu_lg only in

event that anoperator pa notice obJects”'to. the Apoo ing,
shall consider the matter only after proper notice and hearing.

(no changes proposed)

(no changes proposed)
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