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Post Office Box 2265 
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Telephone 982-4285 
Area Code 505 

Mr. W i l l i a m J. LeMay 
O i l Conservation D i v i s i o n 
P. 0. Box 2088 
Santa Fe, New Mexico 87504 

OJL CO 

"Hand Delivered" 

Re: A p p l i c a t i o n of P h i l l i p s Petroleum Company 
f o r a DeNovo Hearing i n Case 9331, 
Order R-8644 

Dear Mr. LeMay: 

I would appreciate you s e t t i n g the enclosed 
a p p l i c a t i o n f o r a DeNovo hearing before the Commission. 

WTK:ca 
Enc. 

cc: Jim G a l l o g l y , Esq. 
P h i l l i p s Petroleum Company 
4001 Penbrook 
Odessa, Texas 79762 

" C e r t i f i e d Return-Receipt Requested" 

James Bruce, Esq. 
P. 0. Box 2068 
Santa Fe, New Mexico 87504 

W i l l i a m F. Carr, Esq. 
Campbell & Black, P.A. 
P. 0. Box 2208 
Santa Fe, New Mexico 87504 

W. Perry Pearce, Esq. 
Montgomery & Andrews 
P. 0. Box 2307 
Santa Fe, New Mexico 87504 
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Mobil Producing Texas and Mew Mexico, Inc. 
Nine Greenway Plaza, Suite 2700 
Houston, Texas 77046 

T. H. McElvain, J r . 
P. 0. Box 2148 
Santa Fe, New Mexico 87504 

ARCO O i l and Gas Company 
P. 0. Box 1610 
Midland, Texas 79702 

Amerada Hess Corporation 
Regional O f f i c e 
P. 0. Box 840 
Seminole, Texas 79360 

Sun E x p l o r a t i o n and Production Company 
Southwestern Production D i s t r i c t 
P. 0. Box 1861 
Midland, Texas 79702 

C. W. Trainer 
P. 0. Box 755 
Hobbs, New Mexico 88240 

Sh e l l E x p l o r a t i o n and Production Company 
Southwestern Production D i s t r i c t 
P. 0. Box 1861 
Midland, Texas 79702 



STATE OF NEW MEXICO 
DEPARTMENT OF ENERGY ANP MINERALS 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE APPLICATION 
OF PHILLIPS PETROLEUM COMPANY FOR 
APPROVAL OF A NON-STANDARD 
PRORATION AND SPACING UNIT AND AN 
UNORTHODOX GAS WELL LOCATION, 
LEA COUNTY, NEW MEXICO. CASE: 9331 

ORDER R-8644 

APPLICATION QF PHILLIPS PETROLEUM COMPANY 

FOR A DENOVO HEARING 

COMES NOW PHILLIPS PETROLEUM COMPANY, by and through 

i t s a t t o r n e y s , K e l l a h i n , K e l l a h i n & Aubrey, and pursuant 

t o Section 70-2-13, N.M.S.A. 1978 states t h a t i t i s a 

part y adversely a f f e c t e d by D i v i s i o n Order R-8644 entered 

on A p r i l 27, 1988 i n Case 9331 ( E x h i b i t "A") and 

accordingly requests t h a t t h i s case be set f o r a DeNovo 

hearing before the New Mexico O i l Conservation 

Commission. 

R e s p e c t f u l l y submitted: 

Santa Fe, NM 87504 



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. 9331 
Order No. R-8644 

APPLICATION OF PHILLIPS PETROLEUM 
COMPANY FOR A NON-STANDARD GAS 
PRORATION UNIT AND UNORTHODOX GAS 
WELL LOCATION, LEA COUNTY, NEW 
MEXICO. 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on f o r hearing at 8:15 a.m. on March 
16 and A p r i l 13, 1988, at Santa Fe, New Mexico, before 
Examiner David R. Catanach. 

NOW, on t h i s 27th day of A p r i l , 1988, the Di v i s i o n 
Director, having considered the testimony, the record, and 
the recommendations of the Examiner, and being f u l l y advised 
i n the premises, 

FINDS THAT: 

(1) Due public notice having been given as required by 
law, the D i v i s i o n has j u r i s d i c t i o n of t h i s cause and the 
subject matter thereof. 

(2) The applicant, P h i l l i p s Petroleum Company 
( P h i l l i p s ) , seeks approval 'for an unorthodox gas w e l l 
l o c a t i o n f o r i t s proposed State "22" Well No. 1 to be 
located 660 feet from the North and West li n e s (Unit D) of 
Section 22, Township 17 South, Range 35 East, NMPM, Lea 
County, New Mexico, to t e s t the South Shoe Bar-Atoka Gas 
Pool and the Morrow formation, said w e l l to be dedicated 
e i t h e r t o a 160-acre non-standard gas proration and spacing 
u n i t consisting of the N/2 SW/4 and W/2 NW/4 of said Section 
22, or i n the a l t e r n a t i v e , t o an 80-acre non-standard gas 
pro r a t i o n and spacing u n i t consisting of the W/2 NW/4 of 
said Section 22. 
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(3) The applicant i s the leasehold owner of the W/2 
NW/4 of said Section 22, and at the time of the hearing, the 
applicant t e s t i f i e d t h a t P h i l l i p s had reached a verbal 
agreement w i t h Amerada Hess to obtain by farmout i t s acreage 
consisting of the N/2 SW/4 of said Section 22 contingent 
upon approval of the subject a p p l i c a t i o n by the Division. 

(4) At the time of the hearing, the applicant 
requested t h a t the p o r t i o n of the case requesting approval 
of an 80-acre non-standard spacing and proration u n i t to be 
dedicated to subject w e l l be dismissed. 

(5) Arco O i l & Gas Company (Arco), the leasehold owner 
of the S/2 SW/4 of said Section 22, appeared at the hearing 
i n opposition to the a p p l i c a t i o n . 

(6) The evidence i n t h i s case indicates that by 
Administrative Order No. NSP-1470, the Division approved a 
240-acre non-standard gas spacing and proration u n i t 
consisting of the NE/4 and the E/2 NW/4 of said Section- 22, 
said acreage dedicated to the T. H. McElvain O i l and Gas 
Properties New Mexico "AC" State Well No. 1 located at an 
unorthodox gas w e l l l o c a t i o n 1980 feet from the North l i n e 
and 660 fee t from the East l i n e (Unit H) of said Section 22, 
which was completed i n the South Shoe Bar-Atoka Gas Pool i n 
January, 1986. 

(7) The evidence f u r t h e r indicates that Sun 
Exploration and Production Company cu r r e n t l y operates the 
South Shoe Bar State Com Well No. 1 located 660 feet from 
the South l i n e and 20 3 0 feet from the West l i n e of Section 
15, Township 17 South, Range 35 East, NMPM, which was 
completed i n the South Shoe Bar-Atoka Gas Pool i n December, 
1987. 

(8) P h i l l i p s presented as evidence i n i t i a l bottomhole 
pressure data from the two aforementioned wells which 
indicates t h a t , p r i o r to i t s completion, the South Shoe Bar 
State Com Well No. 1 l i k e l y experienced drainage from the 
New Mexico "AC1 State Well No. 1 which i s located a distance 
of approximately 3698 feet away. 
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(9) At the time of the hearing i t was determined that 
Arco has proposed and i s w i l l i n g to contribute i t s acreage 
i n the SW/4 SW/4 of said Section 22 to the proposed 
non-standard pror a t i o n u n i t . 

(10) Arco f u r t h e r proposed tha t i t s acreage i n the SE/4 
SW/4 of said Section 22 could be included i n a possible 
non-standard p r o r a t i o n u n i t consisting of the SE/4 SW/4 and 
the SE/4 of said Section 22, which could be dedicated to a 
w e l l d r i l l e d i n the S/2 of Section 22. 

(11) At the time of the hearing, Arco requested that 
. the D i v i s i o n impose a production penalty factor on the 
subject w e l l , said penalty f a c t o r to equal the proportion 
t h a t the non-standard p r o r a t i o n u n i t bears to a standard 
p r o r a t i o n u n i t w i t h i n the pool (160/320) or 0.50. 

(12) The evidence supports the a p p l i c a b i l i t y of the 
general rules i n that a w e l l i n t h i s reservoir w i l l drain at 
least 3 20 acres. 

(13) Applicant's request w i l l r e s u l t i n waste from the 
d r i l l i n g of unnecessary w e l l s . 

(14) Applicant f a i l e d t o address how c o r r e l a t i v e r i g h t s 
w i l l be protected i n an unprorated gas pool with the 
proposed unorthodox l o c a t i o n and non-standard proration 
u n i t . 

(15) I n the absence of evidence on the record 
demonstrating the need f o r an exception, the Division should 
administer a program of uniform w e l l density and we l l 
spacing i n performing i t s s t a t u t o r y duty of protecting 
c o r r e l a t i v e r i g h t s . 

(16) The ap p l i c a t i o n should be denied. 

IT IS THERFORE ORDERED THAT: 

(1) The granting of t h i s a p p l i c a t i o n would tend to 
cause waste and would impair c o r r e l a t i v e r i g h t s and i s 
therefore denied. 
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(2) J u r i s d i c t i o n of t h i s cause i s retained f o r the 
entry of such f u r t h e r orders as the Divis i o n may deem 
necessary. 

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

STATE OF NEW MEXICO 
OIL CONSERVATION^!' 

S E A L 


