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August 28, 1990 

Mr. William F. Carr 
Campbell & Black, P.A. 
P.O. Box 2208 
Santa Fe, New Mexico 87504-2208 

Re: Increased allowable for the North King Camp-Devonian 
OCC Order R-9035 

Dear Mr. Carr: 

Your request for increased allowable for the North King Camp-Devonian Pool in 
the absence of compliance with Order R-9035 is hereby denied. The limitations 
on production imposed by the order were set to prevent waste and prevent 
harm to correlative rights which could occur in the pool under competitive 
operations. 

At such time as the operators in the pool can agree to unitization or a common 
plan of operation which will satisfy the Commission, the allowable will be 
increased. This is consistent with Secretary Watkin's request because i t will 
prevent the waste of the resource. 

WJLrRGS 

cc: Ernest L . Padilla, Esq. 
W. Thomas Kellahin, Esq. 

? 
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QIL CONSERVATION DJYISJOU 

Re: Increased Allowables for the North King Camp-Devonian Pool 

Dear Mr. LeMay: 

In response to recent developments in the Middle-East, Secretary of Energy James 
Watkins, has called on state regulatory authorities to increase allowables thereby increasing 
domestic production of oil. 

As you are aware, the allowables for the North King Camp-Devonian Pool were restricted 
by the Commission in Order No. R-9035 until the owners in the pool were able to agree 
to voluntary unitization of this pool. Although the owners in the pool have attempted to 
negotiate a plan for unitization, as of this date no such agreement has been reached. 
Therefore production from the pool remains arbitrarily restricted to a rate of 17% of what 
the depth bracket allowable would be under state wide rules. 

We therefore request that the Commission increase allowables for this pool from the 
current rate of 174 BOPD to 1030 BOPD, with 216 BOPD being allocated to the Stevens 
tract and 814 BOPD to the Santa Fe Exploration Company tract pursuant to the 
provisions of Commission Order No. R-9035. We believe this action would serve the best 
interests of all owners in the pool, would not cause waste or impair correlative rights and 
would be an appropriate response from the Commission to the request of Secretary 
Watkins. 



Mr. William J. LeMay, Director 
Oil Conservation Division 
New Mexico Department of 

Energy and Minerals 
August 24, 1990 
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Your attention to this matter is appreciated. 

Very truly yours, 

WILLIAM F. CARR 
WFC:mlh 
cc: Ernest L. Padilla, Esq. 

W. Thomas Kellahin, Esq. 



STATE OF NEW 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. 9 5 29 
ORDER NO. R-8806 

NOMENCLATURE 

APPLICATION OF SANTA FE EXPLORATION 
COMPANY FOR POOL CREATION, SPECIAL 
POOL RULES AND DISCOVERY ALLOWABLE, 
CHAVES COUNTY, NEW MEXICO 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on for hearing at 8:15 a.m. on November 22, 
1988, at Santa Fe, New Mexico, before Examiner Michael E. 
Stogner. 

NOW, on t h i s 9th day of December, 1988, the Division 
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 Division 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, Santa Fe Exploration Company, i s the 
owner and operator of the Holmstrom Federal Well No. 1 located 
1980 feet from the South and East l i n e s (Unit J) of Section 9, 
Township 14 South, Range 29 East, NMPM, Chaves County, New 
Mexico, which was spudded July 29, 1988, d r i l l e d to a t o t a l depth 
of 9,758 f e e t , and successfully tested i n the Devonian formation. 

(3) Applicant now seeks the creation of a new pool for the 
production of o i l from the Devonian formation consisting of the 
SE/4 of said Section 9 and the promulgation of temporary special 
rules and regulations therefor including a provision f or 160-
acre spacing and prorat i o n u n i t s and designated w e l l location 
requirements. 
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(4) Applicant f u r t h e r seeks the assignment of an o i l 
discovery allowable pursuant to Division General Rule 509 to the 
above-described w e l l but at the time of the hearing, the 
applicant requested t h i s p o r t i o n of the application be dismissed. 

(5) The evidence presently available indicates that the 
aforementioned w e l l has discovered a separate common source of 
supply i n the Devonian formation from 9728 to 9758 feet. 

(6) There i s ample evidence i n the record on t h i s case 
which indicates that the Devonian formation encountered i n the 
above-described w e l l i s of high permeability and that the 
drainage radius of the w e l l w i l l be i n excess of 40 acres. 

(7) I n order to prevent the economic loss caused by the 
d r i l l i n g of unnecessary wells, avoid the augmentation of r i s k 
a r i s i n g from the d r i l l i n g of an excessive number of wells, 
prevent reduced recovery which might r e s u l t from the d r i l l i n g of 
too few wells, and to otherwise prevent waste and protect 
c o r r e l a t i v e r i g h t s , temporary special rules and regulations 
providing f o r 160-acre spacing uni t s should be promulgated f o r 
the proposed pool. 

(8) The temporary special rules and regulations should also 
provide f o r r e s t r i c t i v e w e l l locations i n order to assure orderly 
development of the pool and protect c o r r e l a t i v e r i g h t s . 

(9) At the request of the applicant, temporary special 
rules and regulations for the proposed pool should be established 
for a two-year period i n order to allow the operators i n the 
subject pool to gather s u f f i c i e n t reservoir information to show 
that an 160-acre u n i t i n the area can be e f f i c i e n t l y and 
economically drained and developed by one w e l l . 

(10) At the time of the hearing, the applicant requested 
that the proposed pool be designated the McAlpine-Devonian Pool • 
or i n the a l t e r n a t i v e the North Lucky Lake-Devonian Pool; however 
neither name i s acceptable at t h i s time. 

(11) A new pool c l a s s i f i e d as an o i l pool f o r Devonian 
production should be created and designated the North King Camp- -
Devonian Pool, with v e r t i c a l l i m i t s to include the Devonian 
formation and the hori z o n t a l l i m i t s comprising the SE/4 of 
Section 9, Township 14 South, Range 29 East, NMPM, Chaves County, 
New Mexico. 
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(12) This case should be reopened at an examiner hearing i n 
November, 1990, at which time the operators i n the subject pool 
should be prepared to appear and show cause why the North King 
Camp-Devonian Pool temporary rules promulgated herein should not 
be rescinded. 

(1) Pursuant to the a p p l i c a t i o n of Santa Fe Exploration 
Company a new pool i n Chaves County, New Mexico, c l a s s i f i e d as an 
o i l pool f o r Devonian production, i s hereby created and 
designated the North King Camp-Devonian Pool, wi t h v e r t i c a l 
l i m i t s comprising the Devonian formation, and the horizontal 
l i m i t s comprising the following described area: 

(2) Temporary Special Rules for said pool are hereby 
promulgated as follows: 

RULE 1: Each w e l l completed or recompleted i n the North 
King Camp-Devonian Pool or i n the Devonian formation w i t h i n one 
mile thereof, and not nearer to or w i t h i n the l i m i t s of another 
designated Devonian o i l pool, s h a l l be spaced, d r i l l e d operated 
and produced i n accordance wit h the Special Rules hereinafter set 

RULE 2: Each w e l l s h a l l be located on a standard u n i t 
containing 160 acres, more or less, s u b s t a n t i a l l y i n the form of 
a square, which i s a governmental quarter-section being a legal 
subdivision of the United States Public Lands Survey. 

RULE 3: The Director of the O i l Conservation Division, 
hereinafter referred to as the "Division", may grant an exception 
to the requirements of Rule 2 without notice and hearing when an 
application has been f i l e d f o r a non-standard u n i t consisting of 
less than 160 acres or the unorthodox size or shape of the t r a c t 
i s due to a v a r i a t i o n i n the lega l subdivision of the United 
States Public Land Surveys. A l l operators o f f s e t t i n g the 

IT IS THEREFORE ORDERED THAT: 

TOWNSHIP 14 SOUTH, RANGE 29 EAST, NMPM 
Section 9: SE/4 

SPECIAL RULES AND REGULATIONS 
FOR THE 

NORTH KING CAMP-DEVONIAN POOL 

f o r t h . 



Case No. 9529 
Order No. R-8806 
Page No. 4 

proposed non-standard u n i t s h a l l be n o t i f i e d of the a p p l i c a t i o n * 
by registered or c e r t i f i e d mail, and the application s h a l l s t a t a 
that such notice has been furnished. The Director may approve 1 
the application upon receipt of w r i t t e n waivers from a l l offset;!! 
operators or i f no o f f s e t operator has entered an objection to 1 
the formation of the non-standard u n i t w i t h i n 30 days a f t e r the : 

Director has received the a p p l i c a t i o n . 

-̂fc-RULE 4: Each w e l l s h a l l be located no nearer than 660 feet 
to the outer boundary of the proration u n i t or 3 30 feet to any 
governmental quarter-quarter section l i n e or subdivision "inner 
boundary;'~nor~ hearer than i-Ĵ O t e e t ^ t o the nearest w e l l d r i l l i n g 
to or capable of producing from'the same pool. 

RULE 5: The D i v i s i o n Director may grant an exception to 
the requirements of Rule 4 without hearing when an application 
has been f i l e d f o r an unorthodox lo c a t i o n necessitated by 
topographical conditions or the recompletion of a w e l l previously 
d r i l l e d to another horizon. A l l operators o f f s e t t i n g the 
proposed location s h a l l be n o t i f i e d of the application by 
registered or c e r t i f i e d mail, and the application s h a l l state 
that such notice has been furnished. The Director may approve 
the application upon receipt of w r i t t e n waivers from a l l 
operators o f f s e t t i n g the proposed lo c a t i o n or i f no objection to 
the unorthodox lo c a t i o n has been entered w i t h i n 20 days a f t e r the 
Director has received the a p p l i c a t i o n . 

RULE 61 The allowable f o r a standard proration u n i t (158 
through 162 acres) s h a l l be based on a depth bracket allowable of 
515 barrels per day, and i n the event there i s more than one w e l l 
on a 160-acre proration u n i t , the operator may produce the 
allowable assigned to the u n i t from the wells on the u n i t i n any 
'proportion. The allowable assigned to a non-standard proration 
u n i t s h a l l bear the same r a t i o to a standard allowable as the 
acreage i n such non-standard u n i t bears to 160 acres. 

IT IS FURTHER ORDERED THAT: 

(3) The l o c a t i o n of a l l wells presently d r i l l i n g to or 
completed i n the North King Camp-Devonian Pool or i n the Devonian 
formation w i t h i n one mile thereof are hereby approved; the 
operator of any w e l l having an unorthodox location s h a l l n o t i f y 
the Hobbs D i s t r i c t Office of the D i v i s i o n i n w r i t i n g of the name 
and l o c a t i o n of the w e l l w i t h i n 30 days from the date of t h i s 
order. 
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(4) Pursuant to Paragraph A. of Section 70-2-18, N.M.S.A 
1978 Comp., contained i n Laws of 1969, Chapter 271, e x i s t i n g o i l 
wells i n the North King Camp-Devonian Pool s h a l l have dedicated 
thereto 160 acres i n accordance w i t h the foregoing pool rules; 
or, pursuant to Paragraph C. of said Section 70-2-18, e x i s t i n g 
wells may have non-standard spacing or proration units 
established by the Division and dedicated thereto. 

Failure to f i l e new Forms C-102 with the Division dedicating 
160 acres to a well or to obtain a non-standard u n i t approved by 
the D i v i s i o n w i t h i n 60 days from the date of t h i s order s h a l l 
subject the w e l l to cancellation of allowable u n t i l a non­
standard spacing u n i t has been approved and , subject to said 60-
day l i m i t a t i o n , each w e l l presently d r i l l i n g to or completed i n 
the North King Camp-Devonian Pool or i n i t s corresponding 
v e r t i c a l l i m i t s as described i n Ordering Paragraph No. (1) above, 
or w i t h i n one mile thereof, s h a l l receive no more than one-fourth 
of a standard allowable f o r said pool. 

(5) This case s h a l l be reopened at an examiner hearing i n ' 
November 1990 at which time the operators i n the subject pool may 
appear and show cause why the North King Camp-Devonian Pool 
temporary rules promulgated herein should not be rescinded. 

(6) 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 -DIVISION 

S E A L 

i 



STATE OF NEW 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. 9617 
ORDER NO. R-8917 

APPLICATION OF CURRY AND THORNTON 
FOR AN UNORTHODOX OIL WELL LOCATION 
AND A NON-STANDARD PRORATION UNIT, 
CHAVES COUNTY, NEW MEXICO 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on for hearing at 8:15 a.m. on March 1, 1989, at Santa Fe, 
New Mexico, before Examiner Victor T . Lyon. 

NOW, on this 19th day of April, 1989, the Division Director, having 
considered the testimony, the record and the recommendations of the Examiner, 
and being fully advised in the premises, 

FINDS THAT: 

(1) Due public notice having been given as required by law, the Division 
has jurisdiction of this cause and the subject matter thereof. 

(2) The applicant, Curry and Thornton, owns the leasehold on the w/2 
of Section 9, Township 14 South, Range 29 East, NMPM, Chaves County, New 
Mexico and desires to drill a well thereon for a non-standard unit consisting of the 
E/2 W/2 of said Section 9 at an unorthodox location 1980 feet from the South line 
and 2475 feet from the West line (Unit K) of said Section 9 in the King Camp-
Devonian Pool. 

(3) Santa Fe Exploration and Exxon USA appeared at the hearing and 
opposed the subject application on the basis that the unorthodox location would 
impair correlative rights; and, if granted, a penalty should be assessed based 
upon an estimate of pool reserves under each tract. 

(4) The discovery well was drilled by Santa Fe Exploration at a standard 
location 1980 feet from the South and East lines of said Section 9. 
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(5) Special pool rules for said pool were promulgated by Order No. R-
8806 after the hearing held in November, 1988 in Case No. 9529, and provided for 
160-acre spacing and proration units consisting of a governmental quarter section 
with the well to be located not less than 660 feet from the unit boundary, nor less 
than 330 feet from an inner quarter-quarter section Line, nor less than 1320 feet 
from the nearest well completed in said pool. 

(6) Evidence was Introduced in Case No. 9529 that there is a fault, down-
thrown to the west, which traverses the W/2 of said Section 9 in generally a 
north-south direction continuing southward across Section 16. Additional evidence 
was introduced in this case which substantiates the existence of the fault. 

(7) Santa Fe Exploration drilled a well east of the fault described above 
which was dry at a standard location 660 feet from the North line and 1980 feet 
from the East line of Section 16, one-half mile south of the discovery well. The 
revised geologic interpretation shows a second fault separating the second well 
from the first. 

(8) Evidence indicates that approximately 60 acres east of the fault in the 
E/2 W/2 of Section 9 is potentially productive, and the applicant is entitled to drill 
a well to recover the reserves. 

(9) A non-standard proration unit consisting of the E/2 W/2 would permit 
applicant to drill a single well to recover the oil under his lease, whereas two wells 
drilled for the NW/4 and SW/4 would be uneconomic, unnecessary and would cause 
waste from drilling an unnecessary well. 

(10) There ls inadequate data available to make an estimate of reserves with 
sufficient precision upon which a penalty could be assessed. 

(11) Applicant requests an exception to two of the spacing requirements -
the minimum distance from the outer boundary of the proration unit and the 

minimum distance between wells. 

(12) Evidence at the hearing indicated that it is necessary to crowd the 
east line of the proration unit in order to avoid the fault but that a well could be 
drilled at the minimum distance from the nearest well. 

(13) A penalty (PJ should be assessed for crowding the east line of the 
unit in proportion to the distance moved from a standard location toward that line 
or 495/660 = 0.75. 

(14) A further penalty (PJ should be assessed for crowding the nearest 
well in proportion to the distance the well is moved toward the nearest well from 
the minimum distance permitted, or 495/1320 = 0.375. 
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(15) The combined penalties should be cumulative so that the proportion 
of the top allowable assigned at the proposed location would be (1-PJ x (1-PJ, 
or .25 x .625 = .15625. 

(16) The distance moved toward the offsetting lease together with the 
depth of the well indicates a strong possibility the well may encroach even closer 
to the Santa Fe Exploration lease or even trespass on that lease, and therefore a 
continuous directional survey should be run on the well and a copy thereof filed 
with the Division so that the true location of the well at the productive interval 
can be determined. 

(17) The penalty should be based upon the bottomhole location of the well 
using the procedure described in Finding Paragraphs (13) through (15), above. 

(18) The drilling of the well with appropriate penalty as described above 
will afford the applicant the opportunity to produce its just and equitable share 
of the oil in the affected pool, will prevent the economic loss caused by the drilling 
of unnecessary wells, avoid the augmentation of risk arising from the drilling of 
an excessive number of wells and will otherwise prevent waste and protect 
correlative rights. 

IT IS THEREFORE ORDERED THAT: 

(1) The application of Curry and Thornton for an unorthodox oil well 
location for the North King Camp-Devonian Pool is hereby approved for a well to 
be located at a point 1980 feet from the South line and 2475 feet from the West line 
of Section 9, Township 14 South, Range 29 East, NMPM, Chaves County, New 
Mexico. 

(2) The E/2 W/2 of said Section 9 shall be dedicated to the above-
described well forming a 160-acre non-standard oil spacing and proration unit for 
said pool. 

(3) A continuous directional survey shall be run on the well and filed with 
the Division so that the bottomhole location at the producing interval may be 
determined. 

(4) The depth bracket allowable for the well shall be penalized by using 
the following formula, based on the bottomhole location of the well: 

a. a penalty (PJ based on the proportion of distance the 
actual location is moved toward the boundary from the 
standard location; 
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b. a penalty (P,) based on the proportion of distance the 
actual location is moved toward the nearest well from the 
minimum distance under the pool rules; and 

c. the product of (1-PJ x (1-PJ. 

(5) Jurisdiction of this cause is 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. 

STATE OF NEW MEXICO 
OIL CONSERVATION pTVISION 

WILLIAM J. LEMAY 
Director 

S E A L 
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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 
OIL CONSERVATION DIVISION 

GARREYCARRUTHERS 
August 28, 1989 

POST OFFICE BOX 3068 
STATE LANO OFFlCS BU(LO<NC 

6ANTA FE. NfW MtXICO »7504 
BOS) 827.5800 

Campbell & Black, P.A. 
P.O. Box 2208 
Santa Fe, New Mexico 87504-2208 

Attention: William F. Carr 

RB: Division Case No. 9670, Order 
NO. R-8917-A, Application of 
Stevens Operating Corporation 
to amend Division Order No. R-
8917, Directional Drilling and an 
Unorthodox oil Well Location, 
Chaves County, New Mexico. 

Dear Mr. Carr: 

Upon reviewing the Eastman Christensen "Report of Sub-Surface Directional 
Survey" for the Stevens Operating Corporation Deemar Federal Well No. 1 located 
at a surface location 1974 feet from the South line and 1988 feet from the West line 
(Unit K) of section 9, Township 14 South, Range 29 East, NMPM, North King Camp 
Devonian Fool, Chaves County, New Mexico, the following penalty shall be 
assessed against the top unit allowable for this well, as promulgated by Decretory 
Paragraph No. 5 of said Order No. R-8917-A. 

At the bottom-most perforated interval of 9642 feet (TVD) the location 
of the wellbore was found to be 1948 feet from the South line and 2562 
feet from the West line (Unit K) of said Section 9 or 78 feet from the 
East line of the proration unit. Therefore, Pt equals 660 feet minus 
78 feet divided by 660, or: 

The closest well to the subject wellbore is the discovery well (referred 
to in Finding Paragraph No. 4 of R-8917) which is located 1980 feet 
from the South and East lines (Unit J) of said Section 9 is 739 feet 
apart. Therefore, P, equals 1320 feet minus 739 feet divided by 1320 
or: 

P, * 582/660 - 0.882. 

P, « 581/1320 - 0.440. 
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The top depth bracket allowable for a well In this pool is 515 barrels 
of oil per day (General Rule 505 (a)). Utilizing the penalty formula 
as described in said order No. R-8917-A for this well: . 

(1-P,) x (1-P,) • (1-0.882) X (1-0.440) = 0.0661 or 6.61* 

This well shall be assigned a daily oil allowable as follows: 

The effective date for said penalty of this well's production shall be the date of 
first production. 

(0.0661) (515) • 34.04 barrels/day. 

cc : Oil Conservation Division - Artesia 
Bob stovall - Santa Fe 
w. Thomas Kellahin - Santa Fe 

ce • d 
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STATE OF NEW 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. 9670 
ORDER NO. R-8917-A 

APPLICATION OF STEVENS OPERATING CORPORATION 
TO AMEND DIVISION ORDER NO. R-8917, 
DIRECTIONAL DRILLING, AND AN UNORTHODOX 
OIL WELL LOCATION, CHAVES COUNTY, NEW MEXICO 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on for hearing at 8:15 a.m. on May 10, 1989, at Santa Fe, 
New Mexico, before Examiner Michael E . Stogner. 

NOW, on this 18th day of May, 1989, the Division Director, having 
considered the testimony, the record and the recommendations of the Examiner, 
and being fully advised in the premises, 

FINDS THAT: 

(1) Due public notice having been given as required by law, the Division 
has jurisdiction of this cause and the subject matter thereof. 

(2) By Division Order No. R-8917, dated April 19, 1989, the applicant in 
Case No. 9617, Curry and Thornton, was authorized to drill a well to test the 
North King Camp-Devonian Pool at an unorthodox oil well location 1980 feet from 
the South line and 2475 feet from the West line (Unit K) of Section 9, Township 14 
South, Range 29 East, NMPM, Chaves County, New Mexico. Said Order also 
approved a 160-acre non-standard oil proration unit comprising the E/2 W/2 of 
Section 9 to be dedicated to the above-described well. 

(3) Said Order No. R-8917 also set forth a penalty to be assessed against 
the top unit allowable assigned to the well by utilizing the following formula, based 
on the actual bottomhole location of the wellbore to be determined by a directional 
survey of the completed well: 

a. a penalty (p t) based on the proportion of distance the 
actual location is moved toward the boundary from the 
standard location; 
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b. a penalty (Pa) based on the proportion of distance the actual 
location is moved toward the nearest well from the minimum 
distance under the pool rules; and 

c. the product of (1-P.) x (1-P,). 

(4) The applicant in the immediate case, Stevens Operating Corporation, 
which has replaced Curry and Thornton as operator of the E/2 w/2 of said Section 
9, now seeks to amend said Division Order No. R-8917, and in lieu of drilling a 
new well at the previously authorized unorthodox oil well location, be permitted 
to re-enter the plugged and abandoned Philtex Oil Company Honolulu Federal Well 
No. 1 located 1980 feet from the South and West lines (Unit K) of said Section 9, 
wherein the applicant proposes to deviate said well so as to penetrate the North 
King-Camp Devonian Pool at an unorthodox bottomhole oil well location within 500 
feet west of a point 1980 feet from the South line and 2475 feet from the West line 
of said Section 9. 

(5) The subject well in this matter was spudded on November 3, 1961 and 
was drilled to a total depth of 9894 feet where i t tested dry in the Devonian 
formation and was subsequently plugged and abandoned. 

(6) The applicant proposes to re-enter said well and drill out the existing 
cement plugs to a depth of approximately 7474 feet, kick-off at this point due 
east, build angle to 15 degrees and hold to a measured depth of approximately 
8913 feet, at which point the angle will be allowed to drop and return to vertical 
to a measured depth of approximately 9450 feet, whereby the hole will be allowed 
to build angle back and drift to the west bottoming at a true vertical depth of 
approximately 9710 feet in the Devonian formation approximately 330 feet west of 
the well's surface location. 

(7) Should said well be a producer, i t is the intent of this application 
that all survey and penalty provisions in the original Order No. R-8917 be fully 
applicable with respect to this well. 

(8) Santa Fe Exploration Company, the offset operator to the east of the 
non-standard unit, appeared at the hearing and objected to the existing method 
of assessing a penalty on production from this well and proposed that the top unit 
allowable for this well, regardless of its location within the proposed target area, 
be set at a flat rate of 80 barrels of oil per day. 

(9) the existence of a fault, downthrown to the west, which traverses the 
W/2 of said Section 9 in a north-south direction, resulting in only a small portion 
of the extreme east side of the E/2 W/2 of said Section 9 being potentially 
productive, as described in Case No. 9617 and further in this matter, makes it 
necessary for the applicant to crowd the east line of the unit to adequately drain 
those reserves underlying the unit. By utilizing an existing wellbore to 
directionally dril l into the subject reservoir, the cost of developing this acreage 
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should be reduced; therefore approval of the subject application utilizing the 
penalty formula as outlined in said Order No. R-8917 and Finding Paragraph (3) 
above, will afford the applicant the opportunity to produce its just and equitable 
share of the oil in the affected pool, will prevent the economic loss caused by the 
drilling of unnecessary wells, avoid the augmentation of risk from drilling an 
excessive number of wells and will otherwise prevent waste and will serve to 
protect correlative rights in this situation. 

(10) The applicant should be required to determine the subsurface location 
of the kick-off point in the wellbore prior to directional drilling and should 
subsequently be required to conduct a multi-shot directional survey during or 
upon completion of drilling operations from the kick-off point to total depth. 

(11) The applicant should be required to notify the supervisor of the 
Artesia district office of the Division of the date and time said directional surveys 
are to be conducted so that they may be witnessed. The applicant should further 
be required to provide a copy of said directional surveys to the Santa Fe and 
Artesia offices of the Division upon completion. 

(12) The penalty should however be based on that portion of the total 
completion interval closest to the eastern boundary of the unit rather than the 
bottomhole location as provided for in Order No. R-8917 and in Finding Paragraph 
No. (3), above. 

(13) Upon the successful directional drilling and completion of the subject 
well, said Division Order No. R-8917 should be placed in abeyance. 

(14) However, if in the event re-entry into the Honolulu Federal Well No. 
1 is unsuccessful, said Division Order No. R-8917 should remain in fu l l force and 
effect and any ether order resulting in the immediate case should become void and 
of no further effect. 

IT IS THEREFORE ORDERED THAT: 

(1) The applicant, Stevens Operating Corporation, is hereby authorized 
to re-enter the plugged and abandoned Philtex oi l Company Honolulu Federal well 
No. 1 located 1980 feet from the South and West lines (Unit K) of Section 9, 
Township 14 South, Range 29 East, NMPM, Chaves County, New Mexico, and 
directionally dr i l l , in the manner described in Finding Paragraph No. (6) of this 
order, so as to penetrate the North King Camp-Devonian Pool within 500 feet west 
of an unorthodox oil well location 1980 feet from the South line and 2475 feet from 
the West line of said Section 9. 

PROVIDED HOWEVER THAT, prior to commencing directional drilling 
operations into said wellbore, the -applicant shall establish the location of the 
kick-off point by means of a directional survey acceptable to the Division. 
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PROVIDED FURTHER THAT, during or upon completion of directional 
drilling operations, the applicant shall conduct a multi-shot directional survey 
from the kick-off point to total depth in order that the subsurface bottomhole 
location may be determined. 

(2) The applicant shall notify the supervisor of the Artesia district office 
of the Division of the date and time said directional surveys are to be conducted 
so that they may be witnessed. The applicant shall further provide a copy of said 
directional surveys to the Santa Fe and Artesia offices of the Division upon 
completion. 

(3) the E/2 W/2 of Section 9 shall be dedicated to the above-described 
well forming a previously authorized (R-8917) 160-acre non-standard oil spacing 
and proration unit for said pool. 

(4) Form C-105 shall be filed in accordance with Division Rule 1105 and 
the operator shall indicate thereon true vertical depth in addition to measured 
depths. 

(5) The depth bracket allowable for the well shall be penalized by using 
the following formula, based on that portion of the total completion interval which 
is closest to the eastern boundary of the unit. 

a. a penalty (P,) based on the proportion of distance the 
actual location is moved toward the boundary from the 
standard location; 

b. a penalty (P,) based on the proportion of distance the actual 
location is moved toward the nearest well from the minimum 
distance under the pool rules; and 

c. the product of (1-P!) x (1-P 2). 

(6) Upon the successful directional drilling and completion of the subject 
well, Division Order No. R-8917, issued in Case No. 9617 and dated April 19, 
1989, shall be placed in abeyance until further notice. 

IT IS FURTHER ORDERED, HOWEVER, THAT: 

(7) If in the event re-entry into the Honolulu Federal Well No. 1 is 
unsuccessful, said Division Order No. R-8917 shall remain in full force and effect 
and, at that time, the order in the immediate case (R-8917-A) shall become void 
and of no further effect. 

(8) Jurisdiction of this cause is retained for the entry of such further 
orders as the Division may deem necessary. 
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DONE at Santa Fe, New Mexico, on the day and year hereinabove 
designated. 

STATE OF NEW MEXICO 
OIL CONSERVATION-pr 

WILLIAM J . LE! 
Director 

S E A L 
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STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OP THE HEARING 
CALLED BY THE OIL CONSERVATION 
DIVISION POR THE PURPOSE OP 
CONSIDERING: 

BY THE DIVISION: 

This cause came on for hearing at 8:15 a.m. on March 1, 1989, at Santa Fe, 
New Mexico, before Examiner Victor T. Lyon. 

NOW, on this 19th day of April, 1989, the Division Director, having 
considered the testimony, the record and the recommendations of the Examiner, 
and being fully advised in the premises, 

FINDS THAT: 

(1) Due public notice having been given as required by law, the Division 
has jurisdiction of this cause and the subject matter thereof. 

(2) The applicant, Curry and Thornton, owns the leasehold on the W/2 
of Section 9, Township 14 South, Range 29 East, NMPM, Chaves County, New 
Mexico and desires to drill a well thereon for a non-standard unit consisting of the 
E/2 W/2 of said Section 9 at an unorthodox location 1980 feet from the South line 
and 2475 feet from the West line (unit R) of said Section 9 in the King camp-
Devonian Pool. 

(3) Santa Fe Exploration and Exxon USA appeared at the hearing and 
opposed the subject application on the basis that the unorthodox location would 
impair correlative rights; and, lf granted, a penalty should be assessed based 
upon an estimate of pool reserves under each tract. 

(4) The discovery well was drilled by Santa Fe Exploration at a standard 
location 1980 feet from the South and East lines of said Section 9. 

CASE NO. 9617 
ORDER NO. R-8917 

APPLICATION OF CURRY AND THORNTON 
FOR AN UNORTHODOX OIL WELL LOCATION 
AND A NON-STANDARD PRORATION UNIT, 
CHAVES COUNTY, NEW MEXICO 

ORDER OF THE DIVISION 
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(5) Special pool rules for said pool were promulgated by Order No. R-
8806 after the hearing held in November, 1988 in case No. 9529, and provided for 
160-acre spacing and proration units consisting of a governmental quarter section 
with the well to be located not less than 660 feet from the unit boundary, nor less 
than 330 feet from an inner quarter-quarter section line, nor less than 1320 feet 
from the nearest well completed in said pool. 

(6) Evidence was introduced in Case No. 9529 that there is a fault, down-
thrown to the west, which traverses the W/2 of said Section 9 ln generally a 
north-south direction continuing southward across Section 16. Additional evidence 
was Introduced in this case which substantiates the existence of the fault. 

(7) Santa Fe Exploration drilled a well east of the fault described above 
which was dry at a standard location 660 feet from the North line and 1980 feet 
from the East line of Section 16, one-half mile south of the discovery well. The 
revised geologic interpretation shows a second fault separating the second well 
from the first. 

(8) Evidence indicates that approximately 60 acres east of the fault ln the 
E/2 W/2 of Section 9 is potentially productive, ancTthe applicant is entitled to drill 
a well to recover the reserves. 

(9) A non-standard proration unit consisting of the E/2 W/2 would permit 
applicant to drill a single well to recover the oil under his lease, whereas two wells 
drilled for the NW/4 and SW/4 would be uneconomic, unnecessary and would cause 
waste from drilling an unnecessary well. 

(10) There is Inadequate data available to make an estimate of reserves with 
sufficient precision upon which a penalty could be assessed. 

(11) Applicant requests an exception to two of the spacing requirements -
the minimum distance from the outer boundary of the proration unit and the 

minimum distance between wells. 

(12) Bvidence at the hearing Indicated that it is necessary to crowd the 
east line of the proration unit ln order to avoid the fault but that a well could be 
drilled at the minimum distance from the nearest well. 

(13) A penalty (Pt) should be assessed for crowding the east line of the 
unit in proportion to the distance moved from a standard location toward that line 
or 495/660 = 0.75. 

(14) A further penalty (p,) should be assessed for crowding the nearest 
well ln proportion to the distance the well ls moved toward the nearest well from 
the minimum distance permitted, or 495/1320 s 0.375. 

4 i tewtfstt t ox M i t ' t t ' t t 
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(15) The combined penalties should be cumulative so that the proportion 
of the top allowable assigned at the proposed location would be (1-P.) x (1-P,), 
or .25 x .625 s .15625. 

(16) The distance moved toward the offsetting lease together with the 
depth of the well Indicates a strong possibility the well may encroach even closer 
to the Santa Fe Exploration lease or even trespass on that lease, and therefore a 
continuous directional survey should be run on the well and a copy thereof filed 
with the Division so that the true location of the well at the productive interval 
can be determined. 

(17) The penalty should be based upon the bottomhole location of the well 
using the procedure described in Finding Paragraphs (13) through (15), above. 

(18) The drilling of the well with appropriate penalty as described above 
will afford the applicant the opportunity to produce its just and equitable share 
of the oil in the affected pool, will prevent the economic loss caused by the drilling 
of unnecessary wells, avoid the augmentation of risk arising from the drilling of 
an excessive number of wells and will otherwise prevent waste and protect 
correlative rights. 

IT IS THEREFORE ORDERED THAT; 

(1) The application of curry and Thornton for an unorthodox oil well 
location for the North King Camp-Devonian Pool is hereby approved for a well to 
be located at a point 1980 feet from the south line and 2475 feet from the West line 
of Section 9, Township 14 South, Range 29 East, NMPM, Chaves County, New 
Mexico, 

(2) The E/2 W/2 of said Section 9 shall be dedicated to the above-
described well forming a 160-acre non-standard oil spacing and proration unit for 
said pool. - _ 

(3) A continuous c3ite^onal~surveTŝ all be run on the well and filed with 
the Division so that the bottomhole~locatlon at the producing interval may be 
determined. 

(4) The depth bracket allowable for the well shall be penalized by using 
the foUowing formula, based on the bottomhole location of the well: 

a. a penalty (Pt) based on the proportion of distance the 
actual location is moved toward the boundary from the 
standard location; 
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b. a penalty (Pt) baaed on the proportion of distance the 
actual location is moved toward the nearest well from the 
minimum distance under the pool rules; and 

c. the product of (1-P,) x (1-P t). 

(5) Jurisdiction of this cause is retained for the entry of such further 
orders as the Division may deem necessary. 

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

STATE OP NEW MEXICO 
OIL CONSERVATION KVISION 

WILLIAM J . LEMAY 
Director 

S E A L 
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STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

RECEIVED 

JUN 2 m } 

IN THE MATTER OF APPLICATION OF 
STEVENS OPERATING CORPORATION 
TO AMEND DIVISION ORDER NO. R-8917, 

OIL CONSERVATION DIVISION 

DIRECTIONAL DRILLING, AND AN 
UNORTHODOX OIL WELL LOCATION, 
CHAVES COUNTY, NEW MEXICO 

CASE NO. 9670 
ORDER NO. R-8917-A 

APPLICATION FOR DE NOVO HEARING 

COMES NOW SANTA FE EXPLORATION COMPANY, by and through 

i t s a t t o r n e y s , P a d i l l a & Snyder, and s t a t e s t h a t i t i s an 

i n t e r e s t e d p a r t y of record adversely a f f e c t e d by Order R-

8917-A entered by the D i v i s i o n on May 18, 1989, and pursuant 

t o Section 70-2-13 N.M.S.A., 1978, f i l e s t h i s A p p l i c a t i o n 

f o r a DeNovo hearing before the New Mexico O i l Conservation 

Commission. 

The undersigned hereby c e r t i f i e s t h a t on June 2, 1989, 
he caused a t r u e and c o r r e c t copy of t h i s A p p l i c a t i o n t o be 
hand-delivered t o W i l l i a m F. Carr, Esguire, and W. Thomas 
K e l l a h i n , Esquire. <^~> v f ) 

Ernest L. P a d i l l a 
Post O f f i c e Box 2423 
Santa Fe, New Mexico 87504-2523 
(505) 988-7577 

CERTIFICATE OF SERVICE 

Ernest L. P a d i l l a 



STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION RECEIVED 

JUN 2 iss<l 
IN THE MATTER OF THE APPLICATION OF 
CURRY AND THORNTON FOR AN UNORTHODOX 
OIL WELL LOCATION AND NON-STANDARD 
PRORATION UNIT, CHAVES COUNTY, 
NEW MEXICO 

CASE 9 617 
ORDER R-8917 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE APPLICATION OF 
STEVENS OPERATING CORPORATION TO 
AMEND DIVISION ORDER R-8917, 
DIRECTIONAL DRILLING, AND AN 
UNORTHODOX OIL WELL LOCATION, 
CHAVES COUNTY, NEW MEXICO 

CASE 9670 
ORDER R-8917-A 

MOTION FOR STAY OF ORDERS R-8917 AND R-8917-A 

SANTA FE EXPLORATION COMPANY, by i t s a t t o r n e y s , moves 

the D i v i s i o n t o Stay D i v i s i o n Orders R-8917 and R-8917-A 

issued by the Divison on A p r i l 19, 1989 and May 18, 1989, 

E x p l o r a t i o n Company s t a t e s : 

1. I t has requested de novo hearings before the O i l 

Conservation Commission i n both o f the above-captioned 

matters. 

2. Upon i n f o r m a t i o n and b e l i e f Curry and Thornton 

and/or Stevens Operating Company, have not commenced 

d r i l l i n g a c t i v i t i e s pursuant t o the Orders. 

3. The f a c t u a l issues and the Orders issued by the 

D i v i s i o n are unique and e x t r a o r d i n a r y , r e s u l t i n g i n a 

r a d i c a l departure from normal spacing p a t t e r n s f o r 

development o f o i l and gas pools i n the State of New Mexico. 

r e s p e c t i v e l y . I n support of t h i s Motion Santa Fe 



Further review by the O i l Conservation Commission i s 

necessary. 

4. By separate application, Santa Fe Exploration 

Company has applied t o the Division f o r reduction of the top 

pool allowable i n the North King Camp Devonian O i l Pool on 

the basis th a t production from the pool on a depth bracket 

allowable i s not i n the best int e r e s t s of conservation of 

o i l and gas. 

Respectfully submitted, 

PABTLLA & SNYDER 

Ernest L. Padill a , Esq. 
Attorneys f o r Santa Fe 

Exploration Company 
Post Office Box 2423 
Santa Fe, New Mexico 87504 
(505) 988-7577 

C e r t i f i c a t e of Service 

The undersigned hereby c e r t i f i e s t h a t on June 2, 1989, 
he caused a true and correct copy of t h i s Motion t o be hand-
delivered t o William F. Carr, Esquire, and W._Thomas 
Kellahin Esquire. 

Ernest L. Padilla 



CAMPBELL S BLACK, P.A. 
L A W Y E R S 

J A C K M . C A M P B E L L 

B R U C E D . B L A C K 

M I C H A E L B . C A M P B E L L 

W I L L I A M F. C A R R 

B R A D F O R D C . B E R G E 

M A R K F. S H E R I D A N 

J . S C O T T H A L L 

J O H N H . B E M I S 

W I L L I A M P. S L A T T E R Y 

M A R T E D . L I G H T S T O N E 

P A T R I C I A A . M A T T H E W S 

HAND-DELIVERED 

June 6, 1989 

J E F F E R S O N P L A C E 

S U I T E I - U O N O R T H G U A D A L U P E 

P O S T O F F I C E B O X 2 2 0 B 

SANTA FE. NEW MEXICO 8 7 5 0 4 - 2 2 0 8 

T E L E P H O N E : 1 5 0 5 ) 9 8 8 - 4 4 2 

T E L E C O P I E R : ( 5 0 5 ) 9 8 3 - 6 0 4 3 

RECEIVED 

JUN 6 19': 0 

OIL CONSERVATION DIVISION 
W i l l i a m J. LeMay, D i r e c t o r 
O i l Conservation D i v i s i o n 
New Mexico Department of Energy, 
Minerals and Natural Resources 

State Land O f f i c e B u i l d i n g 4 

Santa Fe, New Mexico 87503 

Re: Motion f o r Stay of Orders R-8917 and 8917-A 

Dear Mr. LeMay: 

Enclosed i s the response of Curry and Thornton and Stevens 
Operating Corporation t o the Motion f o r Stay of Orders R-8917 and 
8717-A which was f i l e d by Ernest L. P a d i l l a on behalf of Santa Fe 
Ex p l o r a t i o n Company. 

As you w i l l note, Stevens Operating Corporation i s c u r r e n t l y 
d r i l l i n g a w e l l pursuant t o the p r o v i s i o n of Order R-8917-A and the 
i n f o r m a t i o n obtained from such d r i l l i n g w i l l not only be r e l e v a n t 
but w i l l be e s s e n t i a l t o a f u l l p r e s e n t a t i o n on the questions 
inv o l v e d i n these hearings. I n view of the f a c t t h a t Mr. P a d i l l a 
states i n h i s t r a n s m i t t a l l e t t e r of June 2, 1989 t h a t Santa Fe 
Ex p l o r a t i o n Company does not oppose Stevens' a p p l i c a t i o n f o r 
d i r e c t i o n a l d r i l l i n g , we submit t h a t any stay of the Order which 
approves such d r i l l i n g would be in a p p r o p r i a t e . 

I have discussed t h i s matter w i t h Mr. P a d i l l a and we concur t h a t 
i t would be prudent t o delay the de novo hearing i n Case 9617 (R-
8917) u n t i l J u l y , 1989. 

Your a t t e n t i o n t o t h i s matter i s appreciated. 

Very t r u l y yoi 

WILLIAM F\ CARR 
WFC:mlh 
Enclosure 
cc w/enclosures: Mr. Don Stevens 

Mr. Robert Thornton 
Ernest L. P a d i l l a , Esq. 
W. Thomas K e l l a h i n , Esq. 



STATE OF NEW MEXICO 

OIL CONSERVATION DIVISION 

NEW MEXICO DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES 

IN THE MATTER OF THE APPLICATION 
OF CURRY AND THORNTON FOR AN 
UNORTHODOX OIL WELL LOCATION 
AND NON-STANDARD PRORATION UNIT, 
CHAVES COUNTY, NEW MEXICO. 

IN THE MATTER OF THE APPLICATION 
OF STEVENS OPERATING CORPORATION TO 
AMEND DIVISION ORDER R-8917, 
DIRECTIONAL DRILLING, AND AN 
UNORTHODOX OIL WELL LOCATION, 
CHAVES COUNTY, NEW MEXICO. 

CASE 
ORDER « ^ 1 7 

JUN 6 1/' 

OIL CONSERVATION DIVISION 

CASE NO. 9 6 70 
ORDER NO. R-8 917-A 

RESPONSE TO MOTION FOR STAY OF 
ORDERS R-8917 and R-8917-A 

CURRY AND THORNTON and STEVENS OPERATING CORPORATION, f o r 

t h e i r response t o the Motion of Santa Fe Ex p l o r a t i o n Company f o r 

a Stay of D i v i s i o n Orders R-8917 and R-8917-A s t a t e : 

1. Order R-8917 was entered by the D i v i s i o n on A p r i l 19, 

198 9 g r a n t i n g the a p p l i c a t i o n of Curry and Thornton f o r an 

unorthodox o i l w e l l l o c a t i o n and a non-standard p r o r a t i o n u n i t , 

Chaves County, New Mexico and imposing a penalty on pro d u c t i o n from 

said w e l l . 

2. Order R-8917-A was entered by the D i v i s i o n on May 18, 

1989 g r a n t i n g the a p p l i c a t i o n of Stevens Operating Corporation t o 

reent e r an e x i s t i n g w e l l on the non-standard p r o r a t i o n u n i t 

approved by Order R-8917 and t o d i r e c t i o n a l l y d r i l l said w e l l t o 

a p o i n t w i t h i n 500 f e e t west of the unorthodox l o c a t i o n p r e v i o u s l y 



approved by Order R-8917. Other p r o v i s i o n s of Order R-8917 remain 

e s s e n t i a l l y unchanged. 

3. Santa Fe E x p l o r a t i o n Company opposed both a p p l i c a t i o n s 

and, although i t has f i l e d f o r hearing de novo i n each case, has 

sta t e d i t "... has not been opposed t o the d i r e c t i o n a l d r i l l i n g 

p o r t i o n of Stevens Operating Corporation's a p p l i c a t i o n . . . ." 

( L e t t e r of Ernest L. P a d i l l a t o W i l l i a m J. LeMay dated June 2, 

1989) . 

4. Stevens Operating Corporation has commenced d r i l l i n g as 

authorized by Order R-8917-A. 

5. Although the de novo hearing i n Case 9617 (Order R-8917) 

has been scheduled f o r June 15, 1989, the de novo hearing i n Case 

9670 (Order R-8917-A) cannot be adv e r t i s e d and heard by the 

Commission u n t i l the Ju l y Commission hearings. 

6. Santa Fe E x p l o r a t i o n Company has f i l e d an a p p l i c a t i o n t o 

reduce the top pool allowable f o r the subject North King Camp-

Devonian Pool. 

7. To avoid unnecessary hearings a l l cases a f f e c t i n g 

development of the North King Camp-Devonian Pool should be set f o r 

hearing before the f u l l Commission i n J u l y , 1989. 

8. The d i r e c t i o n a l d r i l l i n g by Stevens Operating Corporation 

of the w e l l on the SW/4 of Section 9, Township 14 South, Range 29 

East, w i l l take a t l e a s t three a d d i t i o n a l weeks. 

9. Data acquired from the Stevens Operating Corporation 

d i r e c t i o n a l d r i l l i n g i n the SW/4 of said Section 29 w i l l r e s u l t i n 
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the a c q u i s i t i o n of r e l e v a n t and necessary evidence f o r Stevens 

p r e s e n t a t i o n of i t s case t o the O i l Conservation Commission. 

10. Production by the Stevens Operating Corporation w e l l i n 

the SW/4 of said Section 9 w i l l not be of s u f f i c i e n t volume t o 

impair the c o r r e l a t i v e r i g h t s of o f f s e t t i n g owners p r i o r t o the 

Ju l y Commission hearing date and could not, t h e r e f o r e p r e j u d i c e any 

p a r t y a f f e c t e d by e i t h e r Order R-8917 or Order R-8917-A. 

11. The motion t o stay Orders R-8917 and R-8917-A i s nothing 

more than a s t a l l i n g t a c t i c by Santa Fe E x p l o r a t i o n Company, w i l l 

only delay development of reserves i n the W/2 of Section 9 and w i l l 

r e s u l t i n a d d i t i o n a l drainage from the W/2 of Section 9 by Santa 

Fe E x p l o r a t i o n Company thereby i m p a i r i n g the c o r r e l a t i v e r i g h t s of 

the i n t e r e s t owners i n the W/2 of said Section 9. 

12. I f the stay sought by Santa Fe E x p l o r a t i o n Company i s 

granted the only way the D i v i s i o n could assure t h a t no p a r t y would 

be p r e j u d i c e d or have i t s c o r r e l a t i v e r i g h t s impaired by such a 

stay would be t o also order an immediate s h u t - i n of the Santa Fe 

E x p l o r a t i o n Company Holstrom Federal #1 Well located i n the SE/4 

of Section 9, the only w e l l c u r r e n t l y producing from the pool. 

Such s h u t - i n of the Holstrom Federal #1 Well should continue 

pending r e s o l u t i o n of the issues presented by the now pending 

a p p l i c a t i o n s of Santa Fe E x p l o r a t i o n Company, Curry & Thornton, and 

Stevens Operating Corporation. 

WHEREFORE, Stevens Operating Corporation prays t h a t the 

D i v i s i o n deny the Motion f o r Stay of D i v i s i o n Orders R-8917 and 

8917-A and f u r t h e r requests t h a t a l l a p p l i c a t i o n s r e l a t i n g t o the 
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development of the North King Camp-Devonian Pool be continued and 

consolidated f o r hearing before the f u l l O i l Conservation 

Commission at i t s July 1989 Commission hearing. 

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

CAMPBELL & BLACK, P.A. 

By: 

Santa Fe, New Mexico 87504 
Telephone: (505) 988-4421 

ATTORNEYS FOR CURRY AND THORNTON 
and STEVENS OPERATING 
CORPORATION 
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CERTIFICATE OF SERVICE 

I hereby c e r t i f y t h a t I have caused t o be hand-delivered a 
t r u e and c o r r e c t copy of our Response t o Motion f o r Stay of Orders 
R-8917 and R-8917-A t o Ernest L. P a d i l l a , Esq., 200 W. Marcy 
S t r e e t , Santa Fe, New Mexico 87501 and W. Thomas K e l l a h i n , Esq., 
117 N. Guadalupe S t r e e t , Santa Fe, New Mexico 87501 on t h i s 6th 
day of June, 1989. 
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CAMPBELL 8 BLACK, P.A. 
L A W Y E R S 

J A C K M . C A M P B E L L 

B R U C E • . B L A C K 

M I C H A E L B . C A M P B E L L 

W I L L I A M F. C A R R 

B R A D F O R D C . B E R G E 

M A R K F. S H E R I D A N 

J . S C O T T H A L L 

J O H N H . B E M I S 

W I L L I A M P. S L A T T E R Y 

M A R T E D . L I G H T S T O N E 

P A T R I C I A A . M A T T H E W S 

J E F F E R S O N P L A C E 

S U I T E I - M O N O R T H G U A D A L U P E 

P O S T O F F I C E B O X 2 2 0 S 

SANTA FE . NEW MEXICO 87504-2208 

T E L E P H O N E : ( 5 0 5 1 9 8 8 - 4 4 2 

T E L E C O P I E R : ( 5 0 5 ) 9 8 3 - 6 0 4 3 

A p r i l 18, 1989 

HAND-DELIVERED 

RECEIVED 

APR 1 8 1989 

OIL CONSERVATION DIVISION 

W i l l i a m J. LeMay, D i r e c t o r 
O i l Conservation D i v i s i o n 
New Mexico Department of Energy, 
Minerals and Natural Resources 

State Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 87503 

Re: I n the Matter of the A p p l i c a t i o n of Stevens Operating 
Corporation f o r D i r e c t i o n a l D r i l l i n g , Chaves County, New 
Mexico 

Dear Mr. LeMay: 

Enclosed i n t r i p l i c a t e i s the above-referenced a p p l i c a t i o n of 
Stevens Operating Corporation. Stevens r e s p e c t f u l l y requests t h a t 
t h i s matter be placed on the docket f o r the Examiner hearings 
scheduled on May 10, 1989. 

WFC:mlh 
Enclosures 



APR 1 8 1989 
BEFORE THE 

CiL COIiSERVATWN DIV1S1QH 

OIL CONSERVATION DIVISION 

NEW MEXICO DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES 

IN THE MATTER OF THE APPLICATION 
OF STEVENS OPERATING CORPORATION 
FOR DIRECTIONAL DRILLING, Q , v 

CHAVES COUNTY, NEW MEXICO. CASE NO. /h ' ° 

APPLICATION 

COMES NOW STEVENS OPERATING CORPORATION, by and through i t s 

undersigned a t t o r n e y s , hereby makes a p p l i c a t i o n pursuant t o O i l 

Conservation D i v i s i o n Rule 111 f o r an Order a u t h o r i z i n g the 

d i r e c t i o n a l d r i l l i n g of i t s Deemar Federal No. 1 Well and i n 

support thereof s t a t e s : 

1. A p p l i c a n t i s the operator of a proposed non-standard o i l 

p r o r a t i o n u n i t i n the North King Camp-Devonian Pool_ ( p r e v i o u s l y 

operated by Curry and Thornton) comprised of the E/2 W/2 of Section 

9, Township 14 South, Range 29 East, N.M.P.M., Chaves County, New 

Mexico which was the subject of O i l Conservation D i v i s i o n Case No. 

9617 which was heard by a D i v i s i o n hearing examiner on March 1, 

1989 . 

2. Applicant i s also seeking approval of a an unorthodox o i l 

w e l l l o c a t i o n i n th^""E/2 W/2 p.f-lfeection 9 at a p o i n t 1980 f e e t from 

the South l i n e and 2475 f e e t from the West l i n e of said Section 9. 

3. Appl i c a n t p r e v i o u s l y d r i l l e d i t s P h i l t e x No. 1 Honolulu 

Federal Well a t a surface l o c a t i o n 1980 f e e t from the South and 

West l i n e s of said Section 9 which w e l l was not capable of 

1 



commercial p r o d u c t i o n from the Devonian formation, North King Camp-

Devonian Pool. 

4. App l i c a n t proposes t o reenter i t s P h i l t e x No. 1 Honolulu 

Federal Well and d i r e c t i o n a l l y d r i l l t h i s w e l l t o a depth of 

approximately 9894 f e e t w i t h a bottom hole l o c a t i o n w i t h i n 400 f e e t 

West of a p o i n t 1980 f e e t from the South l i n e and 2475 f e e t from 

the West l i n e , N.M.P.M., North King Camp-Devonian Pool, Chaves 

County, New Mexico, but no closer t o the o f f s e t t i n g t r a c t s than 

p e r m i t t e d by the D i v i s i o n order which w i l l r e s u l t from Case No. 

9617. The w e l l w i l l be renamed the Deemar Federal No. 1. I n 

d i r e c t i o n a l l y d r i l l i n g t h i s w e l l , a p p l i c a n t w i l l f u l l y comply w i t h 

a l l p r o v i s i o n s of the D i v i s i o n order r e s u l t i n g from Case 9617. 

5. The non-standard o i l p r o r a t i o n u n i t comprised of the E/2 

W/2 which i s the subject of Case No. 9617 w i l l be dedicated t o t h i s 

w e l l . 

6. The d i r e c t i o n a l d r i l l i n g of t h i s w e l l w i l l reduce the 

cost of developing t h i s acreage and thereby w i l l enable a p p l i c a n t 

t o produce the reserves which u n d e r l i e t h i s non-standard o i l 

p r o r a t i o n u n i t i n the most e f f i c i e n t and economical manner. 

7. Approval of t h i s A p p l i c a t i o n w i l l enable the a p p l i c a n t 

t o produce hydrocarbons t h a t otherwise w i l l not be recovered and 

w i l l otherwise be i n the best i n t e r e s t of conservation, the 

preven t i o n of waste and the p r o t e c t i o n of c o r r e l a t i v e r i g h t s . 

WHEREFORE, Appli c a n t requests t h a t t h i s a p p l i c a t i o n be set f o r 

hearing before a duly appointed Examiner of the O i l Conservation 

D i v i s i o n on May 10, 1989, t h a t n o t i c e be given as re q u i r e d by law 



and the r u l e s of the D i v i s i o n , and t h a t the D i v i s i o n enter i t s 

order g r a n t i n g the a p p l i c a n t permission t o reenter i t s P h i l t e x No. 

1 Honolulu Federal Well ( t o be named the Deemar Federal No. 1) and 

d i r e c t i o n a l l y d r i l l i t t o a bottom hole l o c a t i o n w i t h i n -4=0-9- f e e t 

West of a p o i n t 1980 f e e t from the South l i n e and 2475 f e e t from 

the West l i n e , but, i n no event closer t o the o f f s e t t i n g t r a c t s i n 

the North King Camp-Devonian Pool than permitted by the D i v i s i o n 

order r e s u l t i n g from Case 9617, and g r a n t i n g such other r e l i e f as 

i s a p propriate. 

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

Santa Fe, New Mexico 87504 
Telephone: (505) 988-4421 

ATTORNEYS FOR STEVENS OPERATING 
CORPORATION 
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EXHIBIT A 

Yates Petroleum Corporation 
105 South Fourth Street 
Artesia, New Mexicxo 88210 

Chevron, USA Inc. 
Post Office Box 1150 
Midland, Texas 79702 

Santa Fe Exploration 
Post Office Box 1136 
Roswell, New Mexico 88201 



.'ECEiVED 

BEFORE THE 
A- -R 1 ̂  i.> 

O I L CONSERVATION D I V I S I O N ui.. CON^ERVAl !UH DIVISION 

NEW MEXICO DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES 

IN THE MATTER OF THE APPLICATION 
OF STEVENS OPERATING CORPORATION 
FOR DIRECTIONAL DRILLING, 

COMES NOW STEVENS OPERATING CORPORATION, by and through i t s 

undersigned a t t o r n e y s , hereby makes a p p l i c a t i o n pursuant t o O i l 

Conservation D i v i s i o n Rule 111 f o r an Order a u t h o r i z i n g the 

d i r e c t i o n a l d r i l l i n g of i t s Deemar Federal No. 1 Well and i n 

support thereof s t a t e s : 

1. Applicant i s the operator of a proposed non-standard o i l 

p r o r a t i o n u n i t i n the North King Camp-Devonian Pool ( p r e v i o u s l y 

operated by Curry and Thornton) comprised of the E/2 W/2 of Section 

9, Township 14 South, Range 29 East, N.M.P.M., Chaves County, New 

Mexico which was the subject of O i l Conservation D i v i s i o n Case No. 

9617 which was heard by a D i v i s i o n hearing examiner on March 1, 

1989 . 

2. Applicant i s also seeking approval of a an unorthodox o i l 

w e l l l o c a t i o n i n the E/2 W/2 of Section 9 a t a p o i n t 1980 f e e t from 

the South l i n e and 2475 f e e t from the West l i n e of said Section 9. 

3. Applicant p r e v i o u s l y d r i l l e d i t s P h i l t e x No. 1 Honolulu 

Federal Well a t a surface l o c a t i o n 1980 f e e t from the South and 

West l i n e s of said Section 9 which w e l l was not capable of 

CHAVES COUNTY, NEW MEXICO. 

APPLICATION 
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commercial production from the Devonian formation, North King Camp-

Devonian Pool. 

4. A p p l i c a n t proposes t o reenter i t s P h i l t e x No. 1 Honolulu 

Federal Well and d i r e c t i o n a l l y d r i l l t h i s w e l l t o a depth of 

approximately 9894 f e e t w i t h a bottom hole l o c a t i o n w i t h i n 100 f e e t 

West of a p o i n t 1980 f e e t from the South l i n e and 2475 f e e t from 

the West l i n e , N.M.P.M., North King Camp-Devonian Pool, Chaves 

County, New Mexico, but no clos e r t o the o f f s e t t i n g t r a c t s than 

p e r m i t t e d by the D i v i s i o n order which w i l l r e s u l t from Case No. 

9617. The w e l l w i l l be renamed the Deemar Federal No. 1. I n 

d i r e c t i o n a l l y d r i l l i n g t h i s w e l l , a p p l i c a n t w i l l f u l l y comply w i t h 

a l l p r o v i s i o n s of the D i v i s i o n order r e s u l t i n g from Case 9617. 

5. The non-standard o i l p r o r a t i o n u n i t comprised of the E/2 

W/2 which i s the subject of Case No. 9617 w i l l be dedicated t o t h i s 

w e l l . 

6. The d i r e c t i o n a l d r i l l i n g of t h i s w e l l w i l l reduce the 

cost of developing t h i s acreage and thereby w i l l enable a p p l i c a n t 

t o produce the reserves which u n d e r l i e t h i s non-standard o i l 

p r o r a t i o n u n i t i n the most e f f i c i e n t and economical manner. 

7. Approval of t h i s A p p l i c a t i o n w i l l enable the a p p l i c a n t 

t o produce hydrocarbons t h a t otherwise w i l l not be recovered and 

w i l l otherwise be i n the best i n t e r e s t of conservation, the 

prevention of waste and the p r o t e c t i o n of c o r r e l a t i v e r i g h t s . 

WHEREFORE, Applicant requests t h a t t h i s a p p l i c a t i o n be set f o r 

hearing before a duly appointed Examiner of the O i l Conservation 

D i v i s i o n on May 10, 1989, t h a t n o t i c e be given as re q u i r e d by law 
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and the ru l e s of the D i v i s i o n , and t h a t the D i v i s i o n enter i t s 

order g r a n t i n g the a p p l i c a n t permission t o reenter i t s P h i l t e x No. 

1 Honolulu Federal Well ( t o be named the Deemar Federal No. 1) and 

d i r e c t i o n a l l y d r i l l i t t o a bottom hole l o c a t i o n w i t h i n 100 f e e t 

West of a p o i n t 1980 f e e t from the South l i n e and 2475 f e e t from 

the West l i n e , but, i n no event c l o s e r t o the o f f s e t t i n g t r a c t s i n 

the North King Camp-Devonian Pool than permitted by the D i v i s i o n 

order r e s u l t i n g from Case 9617, and granting such other r e l i e f as 

i s appropriate. 

Respectfully submitted, 

WILLIAM F. CARR 
Post O f f i c e Box 2208 
Santa Fe, New Mexico 87504 
Telephone: (505) 988-4421 

ATTORNEYS FOR STEVENS OPERATING 
CORPORATION 
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EXHIBIT A 

Yates Petroleum Corporation 
105 South Fourth Street 
A r t e s i a , New Mexicxo 88210 

Chevron, USA Inc. 
Post O f f i c e Box 1150 
Midland, Texas 79702 

Santa Fe Ex p l o r a t i o n 
Post O f f i c e Box 1136 
Roswell, New Mexico 88201 



BEFORE THE j^pR 1 

OIL CONSERVATION DIVISION , KVI 

NEW MEXICO DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES 

IN THE MATTER OF THE APPLICATION 
OF STEVENS OPERATING CORPORATION 
FOR DIRECTIONAL DRILLING, Q, 
CHAVES COUNTY, NEW MEXICO. CASE NO. 1 (o /O 

APPLICATION 

COMES NOW STEVENS OPERATING CORPORATION, by and through i t s 

undersigned attorneys, hereby makes a p p l i c a t i o n pursuant t o O i l 

Conservation D i v i s i o n Rule 111 f o r an Order a u t h o r i z i n g the 

d i r e c t i o n a l d r i l l i n g of i t s Deemar Federal No. 1 Well and i n 

support thereof states: 

1. A p plicant i s the operator of a proposed non-standard o i l 

p r o r a t i o n u n i t i n the North King Camp-Devonian Pool (p r e v i o u s l y 

operated by Curry and Thornton) comprised of the E/2 W/2 of Section 

9, Township 14 South, Range 29 East, N.M.P.M., Chaves County, New 

Mexico which was the subject of O i l Conservation D i v i s i o n Case No. 

9617 which was heard by a D i v i s i o n hearing examiner on March 1, 

1989. 

2. Applicant i s also seeking approval of a an unorthodox o i l 

w e l l l o c a t i o n i n the E/2 W/2 of Section 9 at a p o i n t 1980 f e e t from 

the South l i n e and 2475 f e e t from the West l i n e of said Section 9. 

3. Applicant p r e v i o u s l y d r i l l e d i t s P h i l t e x No. 1 Honolulu 

Federal Well a t a surface l o c a t i o n 1980 f e e t from the South and 

West l i n e s of said Section 9 which w e l l was not capable of 

1 



commercial production from the Devonian formation, North King Camp-

Devonian Pool. 

4. Applicant proposes t o reenter i t s P h i l t e x No. 1 Honolulu 

Federal Well and d i r e c t i o n a l l y d r i l l t h i s w e l l t o a depth of 

approximately 9894 f e e t w i t h a bottom hole l o c a t i o n w i t h i n 100 f e e t 

West of a p o i n t 1980 f e e t from the South l i n e and 2475 f e e t from 

the West l i n e , N.M.P.M., North King Camp-Devonian Pool, Chaves 

County, New Mexico, but no closer t o the o f f s e t t i n g t r a c t s than 

permitted by the D i v i s i o n order which w i l l r e s u l t from Case No. 

9617. The w e l l w i l l be renamed the Deemar Federal No. 1. I n 

d i r e c t i o n a l l y d r i l l i n g t h i s w e l l , applicant w i l l f u l l y comply w i t h 

a l l p r ovisions of the D i v i s i o n order r e s u l t i n g from Case 9617. 

5. The non-standard o i l p r o r a t i o n u n i t comprised of the E/2 

W/2 which i s the subject of Case No. 9617 w i l l be dedicated t o t h i s 

w e l l . 

6. The d i r e c t i o n a l d r i l l i n g of t h i s w e l l w i l l reduce the 

cost of developing t h i s acreage and thereby w i l l enable a p p l i c a n t 

to produce the reserves which un d e r l i e t h i s non-standard o i l 

p r o r a t i o n u n i t i n the most e f f i c i e n t and economical manner. 

7. Approval of t h i s A p p l i c a t i o n w i l l enable the a p p l i c a n t 

t o produce hydrocarbons t h a t otherwise w i l l not be recovered and 

w i l l oth rwise be i n the best i n t e r e s t of conservation, the 

prevention of waste and the p r o t e c t i o n of c o r r e l a t i v e r i g h t s . 

WHEREFORE, Applicant requests t h a t t h i s a p p l i c a t i o n be set f o r 

hearing before a duly appointed Examiner of the O i l Conservation 

D i v i s i o n on May 10, 1989, t h a t n o t i c e be given as r e q u i r e d by law 



and the r u l e s of the D i v i s i o n , and t h a t the D i v i s i o n enter i t s 

order g r a n t i n g the a p p l i c a n t permission t o reenter i t s P h i l t e x No. 

1 Honolulu Federal Well ( t o be named the Deemar Federal No. 1) and 

d i r e c t i o n a l l y d r i l l i t t o a bottom hole l o c a t i o n w i t h i n 100 f e e t 

West of a p o i n t 1980 f e e t from the South l i n e and 2475 f e e t from 

the West l i n e , but, i n no event c l o s e r t o the o f f s e t t i n g t r a c t s i n 

the North King Camp-Devonian Pool than permitted by the D i v i s i o n 

order r e s u l t i n g from Case 9617, and g r a n t i n g such other r e l i e f as 

i s appropriate. 

Re s p e c t f u l l y submitted, 

WILLIAM F. CARR 
Post O f f i c e Box 2208 
Santa Fe, New Mexico 87504 
Telephone: (505) 988-4421 

ATTORNEYS FOR STEVENS OPERATING 
CORPORATION 
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Chevron, USA Inc 
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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 
OIL CONSERVATION DIVISION 

GARREY CARRUTHERS 
GOVERNOR May 18, 1989 

POST OFFICE BOX 3088 
STATE LAND OFFICE BUILDING 

SANTA FE. NEW MEXICO 87504 
!505) 827-5800 

Mr. William F. Carr 
Campbell & Black 
Attorneys at Law 
Post Office Box 2208 
Santa Fef New Mexico 

Dear Sir: 

Re: CASE NO. 9670 
ORDER NO.R-3917-A 

Applicant: 

Stevens Operating Corporation 

Enclosed herewith are two copies of the above-referenced 
Division order recently entered i n the subject case. 

Sincerely, 

FLORENE DAVIDSON 
OC Staff Specialist 

Copy of order also sent t o: 

Hobbs OCD x 
Artesia OCD * 
Aztec OCD 

Other ErnewtLL. Pa d i l l a , Thomas Kellahin 



CAMPBELL S BLACK, RA. 
L A W Y E R S 

J A C K M . C A M P B E L L 

B R U C E D . B L A C K 

M I C H A E L B . C A M P B E L L 

W I L L I A M F. C A R R 

B R A D F O R D C . B E R G E 

M A R K F. S H E R I D A N 

J . S C O T T H A L L 

J O H N H . B E M I S 

W I L L I A M P. S L A T T E R Y 

M A R T E D . L I G H T S T O N E 

P A T R I C I A A . M A T T H E W S 

J E F F E R S O N P L A C E 

S U I T E I - M O N O R T H G U A D A L U P E 

P O S T O F F I C E B O X 2 2 0 8 

SANTA FE, NEW MEXICO 87504-2208 

T E L E P H O N E : 1 5 0 5 ) 9 8 8 - 4 4 2 1 

T E L E C O P I E R : ( 5 0 5 ) 9 8 3 - 6 0 4 3 

September 1, 198 9 

HAND-DELIVERED 

°IL CO/V, 
VISION 

W i l l i a m J. LeMay, D i r e c t o r 
O i l Conservation D i v i s i o n 
New Mexico Department of Energy, 
Minerals and Natural Resources 

State Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 87503 

Re: O i l Conservation D i v i s i o n Case No. 9670 (De Novo) 
I n the Matter of the A p p l i c a t i o n of Stevens Operating 
Corporation t o Amend D i v i s i o n Order No. R-8917, f o r 
D i r e c t i o n a l D r i l l i n g and an Unorthodox O i l Well Location, 
Chaves County, New Mexico 

Dear Mr. LeMay: 

Enclosed i n t r i p l i c a t e i s the Amended A p p l i c a t i o n of Stevens 
Operating Corporation i n the above-referenced case which has been 
placed on the docket f o r the Commission hearing scheduled f o r 
September 21, 1989. 

Vejry t r u l y yours, 

WILLIAM F. CARR \ 

WFC:mlh 
Enclosures 
cc w/enc.: Don Stevens 

W. Thomas K e l l a h i n , Esq. 
Ernest L. P a d i l l a , Esq. 



BEFORE THE 

OIL CONSERVATION DIVISION 

NEW MEXICO DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES 

RftElVED 
IN THE MATTER OF THE APPLICATION u 

OF STEVENS OPERATING CORPORATION 5£p 
TO AMEND DIVISION ORDER NO. R-8917, 1 < 7-'o7 
FOR DIRECTIONAL DRILLING, AND AN ,|_ f ( ^ , f 

UNORTHODOX OIL WELL LOCATION, ATl0t* DIVISION 
CHAVES COUNTY, NEW MEXICO. CASE NO. 9670 (DE NOVO) 

A M E N D E D 
A P P L I C A T I O N 

COMES NOW STEVENS OPERATING CORPORATION, by and through i t s 

undersigned a t t o r n e y s , hereby makes a p p l i c a t i o n pursuant t o O i l 

Conservation D i v i s i o n Rule 111 f o r an Order a u t h o r i z i n g the 

d i r e c t i o n a l d r i l l i n g of i t s Demar Federal No. 1 Well and i n support 

th e r e o f s t a t e s : 

1. A p p l i c a n t i s the operator of a proposed non-standard o i l 

p r o r a t i o n u n i t i n the North King Camp-Devonian Pool ( p r e v i o u s l y 

operated by Curry and Thornton) comprised of the E/2 W/2 of Section 

9, Township 14 South, Range 2 9 East, N.M.P.M., Chaves County, New 

Mexico which was the subject of O i l Conservation D i v i s i o n Case No. 

9617 which was heard by a D i v i s i o n hearing examiner on March 1, 

1989. 

2. A p p l i c a n t i s also seeking approval of a an unorthodox o i l 

w e l l l o c a t i o n i n the E/2 W/2 of Section 9 at a p o i n t 1947 f e e t from 

the South l i n e and 2562 f e e t from the West l i n e of said Section 9. 



3. A p p l i c a n t p r e v i o u s l y d r i l l e d i t s P h i l t e x No. 1 Honolulu 

Federal Well a t a surface l o c a t i o n 1980 f e e t from the South and 

West l i n e s of said Section 9 which w e l l was not capable of 

commercial production from the Devonian formation, North King Camp-

Devonian Pool. 

4. A p p l i c a n t seeks a u t h o r i t y f o r the r e e n t r y of the P h i l t e x 

No. 1 Honolulu Federal Well and the d i r e c t i o n a l d r i l l i n g of t h i s 

w e l l t o a bottom hole l o c a t i o n a t a p o i n t 1947 f e e t from the South 

l i n e and 2562 f e e t from the West l i n e , N.M.P.M., North King Camp-

Devonian Pool, Chaves County, New Mexico. 

5. The non-standard o i l p r o r a t i o n u n i t comprised of the E/2 

W/2 of Section 9 which i s the subject of Case No. 9617 i s dedicated 

t o t h i s w e l l . 

6. The d i r e c t i o n a l d r i l l i n g of t h i s w e l l w i l l reduce the 

cost of developing t h i s acreage and thereby w i l l enable a p p l i c a n t 

t o produce the reserves under t h i s non-standard o i l p r o r a t i o n u n i t 

i n the most e f f i c i e n t and economical manner. 

7. Approval of t h i s A p p l i c a t i o n w i l l enable the a p p l i c a n t 

t o produce hydrocarbons t h a t otherwise w i l l not be recovered and 

w i l l otherwise be i n the best i n t e r e s t of conservation, the 

prevent i o n of waste and the p r o t e c t i o n of c o r r e l a t i v e r i g h t s . 

WHEREFORE, Appli c a n t requests t h a t t h i s a p p l i c a t i o n be set f o r 

hearing before the O i l Conservation Commission on September 21, 

1989, t h a t n o t i c e be given as req u i r e d by law and the r u l e s of the 

D i v i s i o n , and t h a t the D i v i s i o n enter i t s order approving the 

re e n t r y of i t s P h i l t e x No. 1 Honolulu Federal Well ( t o be named the 
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Demar Federal No. 1) the d i r e c t i o n a l d r i l l i n g of t h i s w e l l t o a 

bottom hole l o c a t i o n a t a p o i n t 1947 f e e t from the South l i n e and 

2562 f e e t from the West l i n e , the d e d i c a t i o n t o t h i s w e l l of a non­

standard o i l p r o r a t i o n u n i t comprised of the E/2 W/2 of Section 9, 

and g r a n t i n g such other r e l i e f as i s appropriate. 

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

CAMPBELL & BLACK, P.A. 

WILLIAM 
Post O f f i c e Box 2"208 
Santa Fe, New Mexico 87504 
Telephone: (505) 988-4421 

ATTORNEYS FOR STEVENS OPERATING 
CORPORATION 

3 



BEFORE THE 

OIL CONSERVATION DIVISION 

NEW MEXICO DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES 
KCEIVEQ 

IN THE MATTER OF THE APPLICATION Sifp 
OF STEVENS OPERATING CORPORATION 
TO AMEND DIVISION ORDER NO. R-8917, Ml t•OHSERvar•-. 
FOR DIRECTIONAL DRILLING, AND AN U'* D^iSlUN 
UNORTHODOX OIL WELL LOCATION, 
CHAVES COUNTY, NEW MEXICO. CASE NO. 9670 (DE NOVO) 

AMENDED 
APPLICATION 

COMES NOW STEVENS OPERATING CORPORATION, by and through i t s 

undersigned a t t o r n e y s , hereby makes a p p l i c a t i o n pursuant t o O i l 

Conservation D i v i s i o n Rule 111 f o r an Order a u t h o r i z i n g the 

d i r e c t i o n a l d r i l l i n g of i t s Demar Federal No. 1 Well and i n support 

th e r e o f s t a t e s : 

1. A pplicant i s the operator of a proposed non-standard o i l 

p r o r a t i o n u n i t i n the North King Camp-Devonian Pool ( p r e v i o u s l y 

operated by Curry and Thornton) comprised of the E/2 W/2 of Section 

9, Township 14 South, Range 29 East, N.M.P.M., Chaves County, New 

Mexico which was the subject of O i l Conservation D i v i s i o n Case No. 

9617 which was heard by a D i v i s i o n hearing examiner on March 1, 

1989. 

2. Applicant i s also seeking approval of a an unorthodox o i l 

w e l l l o c a t i o n i n the E/2 W/2 of Section 9 a t a p o i n t 1947 f e e t from 

the South l i n e and 2562 f e e t from the West l i n e of said Section 9. 



3. A p p l i c a n t p r e v i o u s l y d r i l l e d i t s P h i l t e x No. 1 Honolulu 

Federal Well a t a surface l o c a t i o n 1980 f e e t from the South and 

West l i n e s of said Section 9 which w e l l was not capable of 

commercial production from the Devonian formation, North King Camp-

Devonian Pool. 

4. Applicant seeks a u t h o r i t y f o r the r e e n t r y of the P h i l t e x 

No. 1 Honolulu Federal Well and the d i r e c t i o n a l d r i l l i n g of t h i s 

w e l l t o a bottom hole l o c a t i o n a t a p o i n t 1947 f e e t from the South 

l i n e and 2562 f e e t from t h e West l i n e , N.M.P.M., North King Camp-

Devonian Pool, Chaves County, New Mexico. 

5. The non-standard o i l p r o r a t i o n u n i t comprised of the E/2 

W/2 of Section 9 which i s the subject of Case No. 9617 i s dedicated 

t o t h i s w e l l . 

6. The d i r e c t i o n a l d r i l l i n g of t h i s w e l l w i l l reduce the 

cost of developing t h i s acreage and thereby w i l l enable a p p l i c a n t 

t o produce the reserves under t h i s non-standard o i l p r o r a t i o n u n i t 

i n the most e f f i c i e n t and economical manner. 

7. Approval of t h i s A p p l i c a t i o n w i l l enable the a p p l i c a n t 

t o produce hydrocarbons t h a t otherwise w i l l not be recovered and 

w i l l otherwise be i n t h e best i n t e r e s t of conservation, the 

prevention of waste and the p r o t e c t i o n of c o r r e l a t i v e r i g h t s . 

WHEREFORE, A p p l i c a n t requests t h a t t h i s a p p l i c a t i o n be set f o r 

hearing before the O i l Conservation Commission on September 21, 

1989, t h a t n o t i c e be g i v e n as required by law and the r u l e s of the 

D i v i s i o n , and t h a t the D i v i s i o n enter i t s order approving the 

re e n t r y of i t s P h i l t e x No. 1 Honolulu Federal Well ( t o be named the 
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Demar Federal No. 1) the d i r e c t i o n a l d r i l l i n g of t h i s w e l l t o a 

bottom hole l o c a t i o n a t a p o i n t 1947 f e e t from the South l i n e and 

2 5 62 f e e t from the West l i n e , the d e d i c a t i o n t o t h i s w e l l of a non­

standard o i l p r o r a t i o n u n i t comprised of the E/2 W/2 of Section 9, 

and g r a n t i n g such other r e l i e f as i s appropriate. 

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

CAMPBELL & BLACK, P.A. 

WILLIE 
Post O f f i c e Box 2*208 
Santa Fe, New Mexico 87504 
Telephone: (505) 988-4421 

ATTORNEYS FOR STEVENS OPERATING 
CORPORATION 

3 



BEFORE THE 

OIL CONSERVATION DIVISION 

NEW MEXICO DEPARTMENT OF ENERGY, MINERALS AND NATURAL REjS$ĵ RCES 

IN THE MATTER OF THE APPLICATION ° L 

OF STEVENS OPERATING CORPORATION , r . 
TO AMEND DIVISION ORDER NO. R-8917, ,L -̂ N̂ ERVAriOrt DIVISION 
FOR DIRECTIONAL DRILLING, AND AN 
UNORTHODOX OIL WELL LOCATION, 
CHAVES COUNTY, NEW MEXICO. CASE NO. 9670 (DE NOVO) 

A M E N D E D 
APPLICATION 

COMES NOW STEVENS OPERATING CORPORATION, by and through i t s 

undersigned a t t o r n e y s , hereby makes a p p l i c a t i o n pursuant t o O i l 

Conservation D i v i s i o n Rule 111 f o r an Order a u t h o r i z i n g the 

d i r e c t i o n a l d r i l l i n g of i t s Demar Federal No. 1 Well and i n support 

t h e r e o f s t a t e s : 

1. A p plicant i s t h e operator of a proposed non-standard o i l 

p r o r a t i o n u n i t i n the North King Camp-Devonian Pool ( p r e v i o u s l y 

operated by Curry and Thornton) comprised of the E/2 W/2 of Section 

9, Township 14 South, Range 29 East, N.M.P.M., Chaves County, New 

Mexico which was the subject of O i l Conservation D i v i s i o n Case No. 

9617 which was heard by a D i v i s i o n hearing examiner on March 1, 

1989. 

2. App l i c a n t i s als o seeking approval of a an unorthodox o i l 

w e l l l o c a t i o n i n the E/2 W/2 of Section 9 a t a p o i n t 1947 f e e t from 

the South l i n e and 2562 f e e t from the West l i n e of said Section 9. 



3. A p p l i c a n t p r e v i o u s l y d r i l l e d i t s P h i l t e x No. 1 Honolulu 

Federal Well a t a surface l o c a t i o n 1980 f e e t from the South and 

West l i n e s of said Section 9 which w e l l was not capable of 

commercial production from the Devonian formation, North King Camp-

Devonian Pool. 

4. A p p l i c a n t seeks a u t h o r i t y f o r the r e e n t r y of the P h i l t e x 

No. 1 Honolulu Federal Well and the d i r e c t i o n a l d r i l l i n g of t h i s 

w e l l t o a bottom hole l o c a t i o n at a p o i n t 1947 f e e t from the South 

l i n e and 2562 f e e t from the West l i n e , N.M.P.M., North King Camp-

Devonian Pool, Chaves County, New Mexico. 

5. The non-standard o i l p r o r a t i o n u n i t comprised of the E/2 

W/2 of Section 9 which i s the subject of Case No. 9617 i s dedicated 

t o t h i s w e l l . 

6. The d i r e c t i o n a l d r i l l i n g of t h i s w e l l w i l l reduce the 

cost of developing t h i s acreage and thereby w i l l enable a p p l i c a n t 

t o produce the reserves under t h i s non-standard o i l p r o r a t i o n u n i t 

i n the most e f f i c i e n t and economical manner. 

7. Approval of t h i s A p p l i c a t i o n w i l l enable the ap p l i c a n t 

t o produce hydrocarbons t h a t otherwise w i l l not be recovered and 

w i l l otherwise be i n the best i n t e r e s t of conservation, the 

pre v e n t i o n of waste and the p r o t e c t i o n of c o r r e l a t i v e r i g h t s . 

WHEREFORE, Applicant requests t h a t t h i s a p p l i c a t i o n be set f o r 

hearing before the O i l Conservation Commission on September 21, 

1989, t h a t n o t i c e be given as required by law and the r u l e s of the 

D i v i s i o n , and t h a t the D i v i s i o n enter i t s order approving the 

re e n t r y of i t s P h i l t e x No. 1 Honolulu Federal Well ( t o be named the 
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Demar Federal No. 1) the d i r e c t i o n a l d r i l l i n g of t h i s w e l l t o a 

bottom hole l o c a t i o n a t a p o i n t 1947 f e e t from the South l i n e and 

2562 f e e t from the West l i n e , the de d i c a t i o n t o t h i s w e l l of a non­

standard o i l p r o r a t i o n u n i t comprised of the E/2 W/2 of Section 9, 

and g r a n t i n g such other r e l i e f as i s appropriate. 

Respectfully submitted, 

CAMPBELL & BLACK, P.A. 

WILLIAM 
Post O f f i c e Box 2*208 
Santa Fe, New Mexico 87504 
Telephone: (505) 988-4421 

ATTORNEYS FOR STEVENS OPERATING 
CORPORATION 

3 





Page 4 of 5 
Examiner Hearing - Wednesday - August 9, 1989 

Docket So. 23-89 

CASE 8769: (Reopened) (Continued froa July 26, 1989, Exaainer Bearing.) 

In the matter of Case No. 8769 being reopened upon application of Howard Olsen to reconsider the 
provisions of Division Order No. R-8091, issued in said Case No. 8769 and dated December 6, 1985. which 
granted the application of Doyle Hartman to compulsorily pool a l l aineral interests froa the surface to 
the base of the Langlie-Mattix Pool underlying the SE/4 NE/4 (Unit H) of Section 26, Township 25 South, 
Range 37 East, forming a standard 40-acre o i l spacing and proration unit to be dedicated to a well to be 
dr i l l e d at a standard o i l well location thereon. Said well is located approximately 4 ailes east of Jal, 
New Mexico. 

CASE 9707: (Continued froa July 26, 1989, Exaainer Hearing.) 

Application of Meridian Oil, Inc. for an unorthodox coal gas well location, San Juan County, New Mexico. 
Applicant, in the above-styled cause, seeks approval for an unorthodox coal gas well location for i t s 
Heizer Well No. 100 to be dr i l l e d 1430 feet froa the North line and 2250 feet froa the East line (Unit G) 
of Section IS, Township 32 North, Range 10 West, Basin-Fruitland Coal (Gas) Pool, Lots 1, 2, 3. and 4 and 
the W/2 E/2 (E/2 equivalent) of said Section 15 to be dedicated to said well foruing a standard 311.43-
acre gas spacing and proration unit for said pool. Said location is approximately 1 mile south of the 
Colorado/New Mexico Stateline on U.S. Highway 550. 

Docket 24-89 

DOCKET: COMMISSION HEARING - THURSDAY - AUGUST 17, 1989 

9:00 A.M. - MORGAN HALL, STATE LAND OFFICE BUILDING 
SANTA FE, NEW MEXICO 

CASE 9611: (De Novo) (Continued froa July 20, 1989, Coaaission Bearing.) 

CASE 9617: 

Application of The Petroleum Corporation of Delaware for an unorthodox gas well location, Eddy County, 
New Mexico. Applicant, in the above-styled cause, seeks approval for an unorthodox gas well location 660 
feet from the South and West lines (Unit M) of Section 1, Township 20 South, Range 29 East, Undesignated 
East Burton Flat-Morrow Gas Pool, the S/2 of said Section 1 to be dedicated to the well forming a 
standard 320-acre gas spacing and proration unit for said pool. Said location is approximately 3.5 miles 
west of the Eddy Potash Inc. Mine and Refinery. Upon application of The Petroleum Corporation of 
Delaware, this case w i l l be heard De Novo pursuant to the provisions of Rule 1220. 

(De Novo) (Continued froa July 20, 1989, Coaaission Bearing.) 

CASE 9670: 

Application of Curry and Thornton for an unorthodox o i l well location and a non-standard proration unit, 
Chaves County, New Mexico. Applicant, in the above-styled cause, seeks approval for an unorthodox o i l 
well location 1980 feet from the South line and 2475 feet froa the West line (Unit K) of Section 9, 
Township 14 South, Range 29 East, Undesignated North King Camp-Devonian Pool, the E/2 W/2 of said Section 
9 to be dedicated to a well forming a non-standard 160-acre o i l spacing and proration unit for said pool. 
Said location is approximately 17 miles east of Hageraan, New Mexico. Upon application of Santa Fe 
Exploration Company and Curry and Thornton, this case w i l l be heard De Novo pursuant to the provisions of 
Rule 1220. V~- „ i I _ / 

(De Novo) 4/><S.C^\0«K+l S ^CA ) 

Application of Stevens Operating Corporation to amend Division Order No. R-8917, directional d r i l l i n g and 
an unorthodox o i l well location, Chaves County, New Mexico. Applicant, in the above-styled cause, seeks 
to amend Division Order No. R-8917 to allow for re-entry of the currently plugged and abandoned Philtex 
Honolulu Federal Well No. 1 located 1980 feet froa. the South and West lines (Unit K) of Section 9, 
Township 14 South, Range 29 East, NHPM, North King Caap-Devonian Pool, in l i e u of d r i l l i n g a new well at 
the unorthodox location approved by said order. Applicant further seeks approval to directionally d r i l l 
said Philtex Honolulu Federal Well No. 1 to a depth of approximately 9894 feet, and to bottom said well 
at an unorthodox bottomhole .location SOfr-fcil »LUL uf u puluL 1080 feet froa the South line and feet 

CASE 9697: 

from the West^ine of said Section 9. A 160-acre non-standard/proration unit consisting of theiE/2 W/2 
of said Section 9 (Approved By Order No. R-8917) is to be dedicated to the above described wellj Said 
location is approximately 17 miles east of Hageraan, New! Mexico. Upon application off Santa Fe 
Exploration Company, this case w i l l be heard De Novo pursuant,to)the provisions of Rule 1220. ' 

(Continued froa July 12, 1989, Exaainer Hearing.) ' ' ' / 

Application of Santa Fe Exploration Company for amendment of the special rules and regulations for the 
North King Camp-Devonian Pool, Chaves County, New Mexico. Applicant, in the above-styled cause, seeks to 
amend Rule 6 of the Special Rules and Regulations for the North King Camp-Devonian Pool as promulgated by 
Division Order No. R-8806 by establishing a special depth bracket allowable of 350 barrels of o i l per day 
for the pool (pursuant to General Rule 505ld]). Said pool presently comprises the SE/4 of Section 9, 
Township 14 South, Range 29 East and is located approximately 17 ailes east of Hageraan, New Mexico. 
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CASE 9709: (Continued froa July 26, 1989, Exaainer Hearing.) 

Application of Pacific Enterprises O i l Company f o r compulsory pooling, Lea County, New Mexico. 
Applicant, i n the above-styled cause, seeks an order pooling a l l a i n e r a l i n t e r e s t s froa the top of the 
Wolfcamp formation to the base of the Morrow formation underlying Lots 1 thru 5, the SE/4 NW/4, and the 
S/2 NE/4 (N/2 equivalent) of Section 6, Township 20 South, Range 34 East, forming a 322.03-acre gas 
spacing and proration u n i t f o r any and a l l formations and/or pools developed on 320-acre spacing (which 
presently includes but is not necessarily l i m i t e d to the Undesignated Quail Ridge-Morrow Gas Pool and che 
Undesignated Teas-Pennsylvanian Gas Pool). Applicant also seeks an order pooling a l l a i n e r a l i n t e r e s t s 
from the surface to the top of the Wolfcamp formation underlying Lots 3, 4, and 5, and the SE/4 NW/ (NW/4 
equivalent) of said Section 6, forming a 162.03-acre gas spacing and proration u n i t f or any a l l 
formations and/or pools developed on 160-acre spacing. Both u n i t s are to be dedicated to a single w e l l 
to be d r i l l e d at a standard loca t i o n 660 feet froa the North l i n e and 1980 feet from the West l i n e (Unit 
C) of said Section 6. Also to be considered w i l l be the cost of d r i l l i n g and completing said w e l l and 
the a l l o c a t i o n of the cost thereof as well as actual operating costs and charges for supervision, 
designation of applicant as operator of the w e l l and a charge f o r r i s k involved i n d r i l l i n g said w e l l . 
Said well location is approximately 1/2 mile north of Mile Post No. 76 on U.S. Highway 62/180. 

CASE 9719: (This Case w i l l be disaissed.) 

Application of Mallon O i l Company for s a l t water disposal, Eddy County, New Mexico. Applicant, in the 
above-styled cause, seeks authority to dispose of produced s a l t water i n t o the Brushy Draw-Delaware Pool 
through the perforated i n t e r v a l from approximately 5593 feet to 5636 feet in i t s Amoco Federal Well No. 1 
located 1665 feet from the South l i n e and 330 feet from the East l i n e (Unit I ) of Section 27, Township 26 
South, Range 29 East, which is located approximately 3/4 of a mile north of Mile Corner No. 53 located on 
the Texas/New Mexico Stateline. 

CASE 9720: Application of Steve S e l l f or d i r e c t i o n a l d r i l l i n g , an unorthodox gas w e l l l o c a t i o n , non-standard gas 
proration u n i t , and to amend Order No. R-8928, Eddy County, New Mexico. Applicant, i n the above-styled 
cause, seeks to amend Division Order No. R-8928 (which authorized the applicant to d i r e c t i o n a l l y d r i l l 
i t s Shafer Federal Com. Well No. 1 from a surface l o c a t i o n 1327 feet froa the South l i n e and 1145 feet 
from the West l i n e (Unit L) of Section 35, Township 21 South, Range 24 East, to a bottomhole unorthodox 
gas w e l l location i n the Undesignated Indian Basin-Upper Pennsylvanian Gas Pool and Undesignated Indian 
Basin-Morrow Gas Pool being no closer than 1600 feet froa the South l i n e and 800 feet froa Che West l i n e 
of Section 35, a l l of Section 35 to be dedicated to the w e l l forming a 654.47-acre gas proration u n i t for 
both pools) by allowing the Shafer Federal Com Well No. 1 to be plugged back to che v e r t i c a l p o r t ion of 
the wellbore, k i c k i n g - o f f i n an east-southeasterly d i r e c t i o n , and d i r e c t i o n a l l y d r i l l i n g to a new 
unorthodox bottomhole location to a depth s u f f i c i e n t to t e s t the Morrow formation w i t h i n 200 feet of a 
point 900 feet from the South l i n e and 2500 feet froa the East l i n e (Unit 0) of said Section 35. 
Applicant further requests that t h i s well be properly c l a s s i f i e d as a wildcat w e l l i n the Pennsylvanian 
formations and subject to the Statewide General Rules f o r such a t e s t . The subject well is to be 
dedicated to Lots 1 through 6 and the W/2 SW/4 of said Section 35 forming a non-standard 334.47-acre gas 
spacing and proracion u n i t . This w e l l i s located approximately 14 a i l e s west of Carlsbad, New Mexico. 

CASE 9721: Application of Marathon O i l Company f o r downhole commingling, Rio Arriba County, New Mexico. Applicant, 
i n the above-styled cause, seeks approval to commingle gas production froa the Blanco-Mesaverde Pool and 
Basin-Dakota Pool w i t h i n the wellbore of i t s J i c a r i l l a Apache Well No. 13E located 1850 feet from the 
North l i n e and 930 feet from the West l i n e (Unit E) of Section 33, Township 26 NorCh, Range 5 West. Said 
well i s located approximately 11 miles west of the Southern Union Gas Company O j i t o Camp. 

CASE 9722: Application of Marathon O i l Company f o r downhole commingling, Rio Arriba County, New Mexico. Applicant, 
i n the above-styled cause, seeks approval to commingle gas production from che Blanco-Mesaverde Pool and 
Basin-Dakoca Pool wichin Che wellbore of ics J i c a r i l l a Apache Well No. 14E locaced 1850 feec froa che 
North l i n e and 1685 feet from the West l i n e (Unit F) of Section 34, Township 26 North, Range 5 West. 
Said well is located approximately 9.5 miles west of Che Southern Union Gas Company O j i t o Camp. 

CASE 9723: Application of Beach Exploration, Inc. for an unorthodox o i l w e l l l o c a t i o n , Eddy County, New Mexico. 
Applicant, i n the above-styled cause, seeks approval f o r an unorthodox o i l w e l l l o c a t i o n f o r ics Exxon 
"A" Federal Well No. 3 Co be d r i l l e d 2410 feet froa Che North l i n e and 1932 feet froa the Wesc l i n e 
(Unit F) of Section 18, Township 16 South, Range 29 East, Undesignated High Lonesoae-Queen Pool, the SE/4 
NW/4 of said Section 18 to be dedicated to said w e l l . The proposed w e l l s i t e i s located approximately 
10.5 miles northwest of Loco H i l l s , New Mexico. 

CASE 8668: (Reopened) (Continued froa July 26, 1989. Exaainer nearing.) 

I n the matter of Case No. 8668 being reopened upon ap p l i c a t i o n of Howard Olsen to reconsider the 
provisions of Division Order No. R-8031, issued i n said Case No. 8668 and dated September 27. 1985, which 
granted the application of Doyle Hartman to compulsorily pool a l l a i n e r a l i n t e r e s t s from the surface to 
the base of the Langlie-Mattix Pool underlying the SE/4 SE/4 (Unit P) of Section 23, Township 25 South, 
Range 37 East, forming a standard 40-acre o i l spacing and proration u n i t to be dedicated to a well to be 
d r i l l e d at a standard o i l w e l l location chereon. Said w e l l i s locaced approximately 4 miles east of 
Ja l , New Mexico. 
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CASE 9714: Application of Union Oil Company of California for compulsory pooling. Lea County. New Mexico. 
Applicant, in the above-styled cause, seeks an order pooling a l l mineral interests from the surface to 
the base of the Morrow Formation underlying Lots 1 through 5, the SE/4 NW/4, and the S/2 NE/4 (N/2 
equivalent) of Section 6, Township 20 South, Range 34 East, forming a standard 322.03-acre gas spacing 
and proration unit for any and a l l formations and/or pools developed on 320-acre spacing (which presently 
includes but is not necessarily limited to the Undesignated Quail Ridge-Morrow Gas Pool and the 
Undesignated Teas-Pennsylvanian Gas Pool), said unit to be dedicated to a well to be dr i l l e d at a 
standard gas well location thereon. Also to be considered w i l l be the cost of d r i l l i n g and completing 
said well and the allocation of the cost thereof as well as actual operating costs and charges for 
supervision, designation of applicant as operator of the well and a charge for risk involved in d r i l l i n g 
said well. Said unit is located on the north side of U.S. Highway 62/180 at Mile Post No. 76. 

CASE 9715: 

CASE 9703: 

CASE 9706: 

Application of Benson-Montin-Greer Dr i l l i n g Corporation for a horizontal directional d r i l l i n g p i l o t 
project, special operating rules therefor, and a non-standard o i l proration unit, West Puerto Chiquito-
Mancos Oil Pool. Rio Arriba County, New Mexico. Applicant, in the above-styled cause, seeks authority to 
in i t i a t e a horizontal directional d r i l l i n g p i l o t project in Sections 15 and 16, Township 25 North, Range 
1 West, West Puerto Chiquito-Mancos Oil Pool, Canada Ojitos Unit Area. The applicant proposes to u t i l i z e 
i t s C.O.U. (A16) Well No. 8 located 850 feet from the North line and 1030 feet from the East line (Unit 
A) of said Section 16 by kicking off from the vertical wellbore in an easterly direction and then 
d r i l l i n g horizontally in the Mancos formation for approximately 2000 feet bottoming said wellbore in the 
adjoining Section 15, whereby i t is proposed that both Sections 15 and 16 w i l l be dedicated to the well 
forming a non-standard 1280-acre o i l spacing and proration unit for said pool. Applicant further seeks 
special rules and provisions within the p i l o t project area including the designation of a prescribed area 
limiting the horizontal extent of the wellbore and special allowable considerations. This area is 
located approximately 15 miles north by east of Regina, New Mexico. 

(Continued froa July 26, 1989, Exaainer Hearing.) 

Application of Meridian Oil, Inc. for exemption froa the New Mexico Natural Gas Pricing Act (NMPA), San 
Juan County, New Mexico. Applicant, in the above-styled cause, seeks the exemption from the NMPA of 
certain i n f i l l wells in the Basin-Dakota and Blanco-Mesaverde Pools as provided in Section 62-7-5 NMSA, 
1978. A l i s t of wells for which exemptions are being sought aay be obtained by contacting the Santa Fe 
office of the Oil Conservation Division. 

(Continued froa July 26, 1989, Exaainer Bearing.) 

Application of Bahlburg Exploration for an unorthodox o i l well location, Lea County, New Mexico. 
Applicant, in the above-styled cause, seeks approval for an unorthodox o i l well location 900 feet from 
the South line and 50 feet froa the West line (Unit M) of Section 25, Township 13 South, Range 37 East. 
Undesignated King-Devonian Pool, the SW/4 SW/4 of said Section 25 to be dedicated to said well forming a 
standard 40-acre o i l spacing and proration unit. Said well location is approximately 11.5 miles 
southeast by east of Tatum, New Mexico. 

CASE 9716: Application of Oryx Energy Company for an unorthodox gas well location, Lea County, New Mexico. 
Applicant, in the above-styled cause, seeks approval for an unorthodox gas well location to test the 
Morrow Formation at a point 1980 feet from the South line and 990 feet froa the East line (Unit I ) of 
Section 9, Township 20 South, Range 33 East, Undesignated Teas Pennsylvanian Gas Pool, the S/2 of said 
Section 9 to be dedicated to said well forming a standard 320-acre gas spacing and proration unit for 
said pool. Said well location is approximately one mile north of Mile Post No. 72 on U.S. Highway 
62/180. 

CASE 9717: Application of Nassau Resources for compulsory pooling, Rio Arriba County, New Mexico. Applicant, in the 
above-styled cause, seeks an order pooling a l l mineral interests froa the surface to che top of the 
Pictured C l i f f s formation or to a depth of 3,270 feet, whichever is deeper, underlying the E/2 of Section 
15, Township 32 North, Range 4 West, forming a standard 320-acre, more or less, gas spacing and proration 
unit for any and a l l pools and/or formations developed on 320-acre spacing (which presently includes but 
is not necessarily limited to the Basin-Fruitland Coal Gas Pool), said unit to be dedicated to i t s 
Carracas Unit 15-B Well No. 7 to be d r i l l e d on a standard coal gas well location 1650 feet from the North 
line and 1850 feet from che East line (Unit G) of said Section 15. Also to be considered w i l l be the 
cost of d r i l l i n g and completing said well and Che allocation of Che cosC thereof as well as actual 
operating costs and charges for supervision, designation of applicant as operator of the well and a 
charge for risk involved in d r i l l i n g said well. Said well location is approximately 1 aile southwest of 
Mile Corner No. 230 located on Che New Mexico/Colorado Stateline. 

CASE 9718: Application of Meridian Oil Inc. for Che vercical conCracCion and redesignacion of an exiscing Delaware 
Oil Pool and for a new pool creacion, Eddy County, New Mexico. Applicant, in Che above-scyled cause, 
seeks co concract the vertical l i a i t s of che Parkway-Delaware Pool by excluding the upper portion of the 
Delaware formation identified as the "B" Sand interval and to redesignate said pool as Che Parkway-
Delaware "A" Sand Pool or Che Parkway-Lower Delaware Pool. Applicant further seeks the concomitant 
creation of a new o i l pool for Upper Delaware production designated as the Parkway-Delaware "B" Sand Pool 
or Parkway-Upper Delaware Pool with i t s horizontal limits to include a l l of Section 35, Township 19 
South. Range 29 East. The applicant also requests that the effective date for such an order issued in 
this matter be June 16, 1989. The Parkway-Delaware Pool presently comprises a l l of Section 3 5 and the 
NW/4 of Section 36, Township 19 South, Range 29 East, which is located approximately 26 miles southeast 
by east of Artesia, New Mexico. 
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Dockets Nos. 25-89 and 26-89 are tentatively set for August 23 and September 6. 
fi l e d at least 22 days in advance of hearing date. 

1989. Applications for hearing must be 

DOCKET: EXAMINER BEARING - WEDNESDAY - AOCUST 9. 1989 

8:15 A.M. - OIL CONSERVATION DIVISION CONFERENCE ROOK, 
STATE LAND OFFICE BUILDING 

SANTA FE, NEW MEXICO 

V 
The following cases w i l l be heard before Michael E. 
Alternate Examiners: 

Stogner, Examiner, or David R. Catanach, or Victor T. Lyon, 

ALLOWABLE: 

CASE 9712: 

CASE 9713: 

CASE 9698: 

CASE 9700: 

(1) Consideration of the allowable production of gas for September, 1989, from fourteen prorated gas 
pools in Lea, Eddy, and Chaves Counties, New Mexico. 

(2) Consideration of the allowable production of gas for September, 1989, from four prorated gas pools 
in San Juan, Rio Arriba, and Sandoval Counties, New Mexico. 

In the matter of the hearing called by the Oil Conservation Division on i t s own motion to permit Tom L. 
Ingram, American Employers' Insurance Company, and a l l other interested parties to appear and show cause 
why the Chappell "5" Well No. 1 located 2310 feet from the North line and 990 feet from the West line 
(Unit E) of Section 5, Township 12 North, Range 30 East, as projected into the unsurveyed Baca Location 
No. 2 Grant, San Miguel County, New Mexico (which is located approximately 9.25 miles north-northwest of 
Tucumcari, New Mexico), should not be plugged and abandoned in accordance with a Division-approved 
plugging program. 

In the matter of the hearing called by the Oil Conservation Division on i t s own motion to permit Tom L. 
Ingram, American Employers' Insurance Company, and a l l other interested parties to appear and show cause 
why the Gihon "31" Well No. 1 located 2970 feet from the South line and 1814 feet from the East line 
(Unit G) of Section 31, Township 13 North. Range 30 East, as projected into the unsurveyed Baca Location 
No. 2 Grant/Pablo Montoya Land Grant, San Miguel County, New Mexico (which is located approximately 10.5 
miles north-northwest of Tucumcari, New Mexico), should not be plugged and abandoned ia accordance with a 
Division-approved plugging program. 

(Continued froa July 26, 1989, Exaainer Bearing.) 

Application of Yates Petroleum Corporation for an unorthodox gas well location, Chaves County, New 
Mexico. Applicant, in the above-styled cause, seeks approval for an unorthodox gas well location for i t s 
Dragonfly State Unit Well No. 2 located 660 feet froa the South line and 1650 feet from the East line 
(Unit 0) of Section 31, Township 9 South, Range 27 East, Undesignated Foor Ranch-PrePermian Gas Pool, 
Lots 3 and 4, the E/2 SW/4, and the SE/4 (S/2 equivalent) of said Section 31 to be dedicated to said well 
forming a standard 319.16-acre gas spacing and proration unit for said pool. Said well is approximately 
4.5 miles north of Mile Post 172.5 on U. S. Highway 380. 

(Continued froa July 26, 1989, Exaainer Bearing.) 

CASE 9695: 

Application of Yates Petroleum Corporation for compulsory pooling, Eddy County, New Mexico. Applicant, 
in the above-styled cause, seeks an order pooling a l l aineral interests froa the surface to the base of 
the Morrow formation underlying Lots 1, 2, 3. and 4 and the S/2 N/2 (N/2 equivalent) of Section 2, 
Township 20 South, Range 24 East, forming a standard 319.04-acre gas spacing and proration unit for any 
and a l l formations and/or pools within said vertical extent developed on 320-acre spacing (which 
presently includes but is not necessarily limited to the Undesignated Dagger Draw-Strawn Gas Pool. 
Undesignated Dagger Draw-Atoka Gas Pool, Undesignated North Ceaetery-Atoka Gas Pool, Undesignated 
Cemetery-Morrow Gas Pool, and the Undesignated Hoag Tank-Morrow Gas Pool) and Lots 3 and 4 and the S/2 
NW/4 (NW/4 equivalent) of said Section 2 to form a standard 159.64-acre spacing and proration unit for 
a l l formations and/or pools developed on 160-acre spacing (which presently includes but is not 
necessarily limited to the Undesignated Dagger Draw-Wolfcaap Gas Pool and the Undesignated North Dagger 
Draw-Upper Pennsylvanian Pool). Both aforeaentioned units are to be dedicated to a well to be d r i l l e d at 
a standard location 660 feet froa the North line and 1980 feet froa the West line (Unit C) of said 
Section 2. Also to be considered w i l l be the cost of d r i l l i n g and completing said well and the 
allocation of cost thereof as well as actual operating costs and charges for supervision, designation of 
applicant as operator of the well and a charge for risk involved in d r i l l i n g said well. Said well 
location is approximately 8 ailes west by north of Seven Rivers, New Mexico. 

(Reopened and Readvertised) 

Application of Yates Energy Corporation for an unorthodox gas well location and a non-standard gas 
proration unit, Chaves County, New Mexico. Applicant, in the above-styled cause, seeks approval for an 
unorthodox gas well location 660 feet froa the South line and 1300 feet froa the West line (Unit M) of 
Section 18, Township 9 South, Range 27 East, Foor Ranch-PrePermian Gas Pool, Lots 1 through 4 and the E/2 
W/2 of said Section 18 to be dedicated to the well forming a non-standard 325.04-acre gas spacing and 
proration unit. Said location is approximately 6 miles south-southwest of the Caapbell Railroad Switch. 
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CASE 9667: (De Novo) 

Application of Midland Phoenix Corporation for unorthodox gas well location and compulsory pooling, Lea 
County, New Mexico. Applicant, in the above-styled cause, seeks an order pooling a l l mineral interests 
in the Undesignated Pitchfork Ranch-Atoka Gas Pool and the Undesignated Pitchfork Ranch-Morrow Gas Pool 
underlying the E/2 of Section 34, Township 24 South, Range 34 East, to form a standard 320-acre gas 
spacing and proration unit for both pools, to be dedicated to a well to be d r i l l e d at an unorthodox gas 
well location 660 feet from the South line and 1980 feet from the East line (Unit 0) of said Section 34. 
Also to be considered w i l l be the cost of d r i l l i n g and completing said well and the allocation of the 
cost thereof as well as actual operating costs and charges for supervision, designation of applicant as 
operator of the well and a charge for risk involved in d r i l l i n g said well. Said unit is located 
approximately 3 miles west-southwest of the Junction of Old State Highway No. 128 and County Road No. 2. 
Upon application of Enron Oil and Gas Company, this Case w i l l be heard De Novo pursuant to the provisions 
of Rule 1220. 

Application of Enron Oil & Gas Company for compulsory pooling, unorthodox gas well location, and non­
standard gas proration unit, Lea County, New Mexico. Applicant, in the above-styled cause, seeks an 
order pooling a l l mineral interests in the Undesignated Pitchfork Ranch-Morrow Gas Pool underlying the 
S/2 of Section 34, Township 24 South, Range 34 East, forming a standard 320-acre gas spacing and 
proration unit for said pool. Applicant further seeks an order pooling a l l mineral interests in the 
Undesignated Pitchfork Ranch-Atoka Gas Pool underlying the SE/4 of said Section 34, forming a non­
standard 160-acre gas spacing and proration unit for said pool. Both aforementioned units are to be 
dedicated to a single well to be d r i l l e d at a location which is standard for the Morrow zone and 
unorthodox for the Atoka zone, 660 feet from the South line and 1980 feet from the East line (Unit 0) of 
said Section 34. Also to be considered w i l l be the cost of d r i l l i n g and completing said well and the 
allocation of the cost thereof as well as actual operating costs and charges for supervision, 
designation of applicant as operator of the well and a charge for risk involved in d r i l l i n g said well. 
Said well location is approximately 3 miles west-southwest of the Junction of Old State Highway No. 128 
and County Road No. 2. Upon application of Enron Oil and Gas Company, this Case w i l l be heard De Novo 
pursuant to the provisions of Rule 1220. 

CASE 9669: (De Novo) 



STATE OF NEW 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. 9617 
ORDER NO. R-8917 

APPLICATION OF CURRY AND THORNTON 
FOR AN UNORTHODOX OIL WELL LOCATION 
AND A NON-STANDARD PRORATION UNIT, 
CHAVES COUNTY, NEW MEXICO 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on for hearing at 8:15 a.m. on March 1, 1989, at Santa Fe, 
New Mexico, before Examiner Victor T. Lyon. 

NOW, on this 19th day of April, 1989, the Division Director, having 
considered the testimony, the record and the recommendations of the Examiner, 
and being fully advised in the premises, 

FINDS THAT: 

(1) Due public notice having been given as required by law, the Division 
has jurisdiction of this cause and the subject matter thereof. 

(2) The applicant, Curry and Thornton, owns the leasehold on the W/2 
of Section 9, Township 14 South, Range 29 East, NMPM, Chaves County, New 
Mexico and desires to drill a well thereon for a non-standard unit consisting of the 
E/2 W/2 of said Section 9 at an unorthodox location 1980 feet from the South line 
and 2475 feet from the West line (Unit K) of said Section 9 in the King Camp-
Devonian Pool. 

(3) Santa Fe Exploration and Exxon USA appeared at the hearing and 
opposed the subject application on the basis that the unorthodox location would 
impair correlative rights; and, if granted, a penalty should be assessed based 
upon an estimate of pool reserves under each tract. 

(4) The discovery well was drilled by Santa Fe Exploration at a standard 
location 1980 feet from the South and East lines of said Section 9. 
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(5) Special pool rules for said pool were promulgated by Order No. R-
8806 after the hearing held in November, 1988 in Case No. 9529, and provided for 
160-acre spacing and proration units consisting of a governmental quarter section 
with the well to be located not less than 660 feet from the unit boundary, nor less 
than 330 feet from an inner quarter-quarter section line, nor less than 1320 feet 
from the nearest well completed in said pool. 

(6) Evidence was introduced in Case No. 9529 that there is a fault, down-
thrown to the west, which traverses the W/2 of said Section 9 in generally a 
north-south direction continuing southward across Section 16. Additional evidence 
was introduced in this case which substantiates the existence of the fault. 

(7) Santa Fe Exploration drilled a well east of the fault described above 
which was dry at a standard location 660 feet from the North line and 1980 feet 
from the East line of Section 16, one-half mile south of the discovery well. The 
revised geologic interpretation shows a second fault separating the second well 
from the f irs t . 

(8) Evidence indicates that approximately 60 acres east of the fault in the 
E/2 W/2 of Section 9 is potentially productive, and the applicant is entitled to drill 
a well to recover the reserves. 

(9) A non-standard proration unit consisting of the E/2 W/2 would permit 
applicant to drill a single well to recover the oil under his lease, whereas two wells 
drilled for the NW/4 and SW/4 would be uneconomic, unnecessary and would cause 
waste from drilling an unnecessary well. 

(10) There is inadequate data available to make an estimate of reserves with 
sufficient precision upon which a penalty could be assessed. 

(11) Applicant requests an exception to two of the spacing requirements -
the minimum distance from the outer boundary of the proration unit and the 

minimum distance between wells. 

(12) Evidence at the hearing indicated that it is necessary to crowd the 
east line of the proration unit in order to avoid the fault but that a well could be 
drilled at the minimum distance from the nearest well. 

(13) A penalty (PJ should be assessed for crowding the east line of the 
unit in proportion to the distance moved from a standard location toward that line 
or 495/660 = 0.75. 

(14) A further penalty (PJ should be assessed for crowding the nearest 
well in proportion to the distance the well is moved toward the nearest well from 
the minimum distance permitted, or 495/1320 = 0.375. 



Case No. 9617 
Order No. R-8917 
Page No. 3 

(15) The combined penalties should be cumulative so that the proportion 
of the top allowable assigned at the proposed location would be (1-PJ x (1-PJ, 
or .25 x .625 = .15625. 

(16) The distance moved toward the offsetting lease together with the 
depth of the well indicates a strong possibility the well may encroach even closer 
to the Santa Fe Exploration lease or even trespass on that lease, and therefore a 
continuous directional survey should be run on the well and a copy thereof filed 
with the Division so that the true location of the well at the productive interval 
can be determined. 

(17) The penalty should be based upon the bottomhole location of the well 
using the procedure described in Finding Paragraphs (13) through (15), above. 

(18) The drilling of the well with appropriate penalty as described above 
will afford the applicant the opportunity to produce its just and equitable share 
of the oil in the affected pool, will prevent the economic loss caused by the drilling 
of unnecessary wells, avoid the augmentation of risk arising from the drilling of 
an excessive number of wells and will otherwise prevent waste and protect 
correlative rights. 

IT IS THEREFORE ORDERED THAT: 

(1) The application of Curry and Thornton for an unorthodox oil well 
location for the North King Camp-Devonian Pool is hereby approved for a well to 
be located at a point 1980 feet from the South line and 2475 feet from the West line 
of Section 9, Township 14 South, Range 29 East, NMPM, Chaves County, New 
Mexico. 

(2) The E/2 W/2 of said Section 9 shall be dedicated to the above-
described well forming a 160-acre non-standard oil spacing and proration unit for 
said pool. 

(3) A continuous directional survey shall be run on the well and filed with 
the Division so that the bottomhole location at the producing interval may be 
determined. 

(4) The depth bracket allowable for the well shall be penalized by using 
the following formula, based on the bottomhole location of the well: 

a. a penalty (PJ based on the proportion of distance the 
actual location is moved toward the boundary from the 
standard location; 
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b . a penalty (PJ based on the proportion of distance the 
actual location is moved toward the nearest well from the 
minimum distance under the pool rules; and 

c. the product of (1-P,) x (1-P,). 

(5) Jurisdiction of this cause is retained for the entry of such fur ther 
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 CONSERVATION JZIVISION 

WILLIAM J. LEMAY 
Director 

S E A L 



STATE OF NEW 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. 9670 
ORDER NO. R-8917-A 

APPLICATION OF STEVENS OPERATING CORPORATION 
TO AMEND DIVISION ORDER NO. R-8917, 
DIRECTIONAL DRILLING, AND AN UNORTHODOX 
OIL WELL LOCATION, CHAVES COUNTY, NEW MEXICO 

1 ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on for hearing at 8:15 a.m. on May 10, 1989, at Santa Fe, 
New Mexico, before Examiner Michael E. stogner. 

NOW, on this 18th day of May, 1989, the Division Director, having 
considered the testimony, the record and the recommendations of the Examiner, 
and being fully advised ln the premises, 

FINDS THAT: 

(1) Due public notice having been given aa required by law, the Division 
has Jurisdiction of this cause and the subject matter thereof. 

(2) By Division Order No. R-8917, dated April 19, 1989, the applicant in 
Case No. 9617, curry and Thornton, was authorized to drill a well to test the 
North King Camp-Devonian Pool at an unorthodox oil well location 1980 feet from 
the South line and 2475 feet from the west line (Unit K) of section 9, Township 14 
South, Range 29 East, NMPM, Chaves County, New Mexico. Said Order also 
approved a 160-acre non-standard oil proration unit comprising the E/2 W/2 of 

.Section 9 to be dedicated to the above-described well. 

(3) Said Order No. R-8917 also set forth a penalty to be assessed against 
the top unit allowable assigned to the well by utilizing the following formula, based 
on the actual bottomhole location of the wellbore to be determined by a directional 
survey of the completed well: 

a. a penalty (P,) based on the proportion of distance the 
actual location is moved toward the boundary from the 
standard location; 



Case No. 9670 
Order No. R-8917-A 
Page No. 2 

b. a penalty (P,) based on the proportion of distance the actual 
location is moved toward the nearest well from the minimum 
distance under the pool rules; and 

c. the product of (1-P,) x (l^P,). 

(4) The applicant in the immediate case, Stevens Operating Corporation, 
which has replaced Curry and Thornton as operator of the E/2 W/2 of said Section 
9, now seeks to amend said Division Order No. R-8917, and in lieu of drilling a 
new well at the previously authorized unorthodox oil well location, be permitted 
to re-enter the plugged and abandoned Philtex Oil Company Honolulu Federal Well 
No. 1 located 1980 feet from the South and West lines (Unit K) of said Section 9, 
wherein the applicant proposes to deviate said well so as to penetrate the North 
King-Camp Devonian Pool at an unorthodox bottomhole oil well location within 500 
feet west of a point 1980 feet from the South line and 2475 feet from the West line 
of said Section 9. 

(5) The subject well in this matter was spudded on November 3, 1961 and 
was drilled to a total depth of 9894 feet where it tested dry in the Devonian 
formation and was subsequently plugged and abandoned. 

(6) The applicant proposes to re-enter said well and drill out the existing 
cement plugs to a depth of approximately 7474 feet, kick-off at this point due 
east, build angle to 15 degrees and hold to a measured depth of approximately 
8913 feet, at which point the angle will be allowed to drop and return to vertical 
to a measured depth of approximately 9450 feet, whereby the hole will be allowed 
to build angle back and drift to the west bottoming at a true vertical depth of 
approximately 9710 feet in the Devonian formation approximately 330 feet west of 
the well's surface location. 

(7) Should said well be a producer, it is the intent of this application 
that all survey and penalty provisions in the original Order No. R-8917 be fully 
applicable with respect to this well. 

(8) Santa Fe Exploration Company, the offset operator to the east of the 
non-standard unit, appeared at the hearing and objected to the existing method 
of assessing a penalty on production from this well and proposed that the top unit 
allowable for this well, regardless of its location within the proposed target area, 
be set at a flat rate of 80 barrels of oil per day. 

(9) the existence of a fault, downthrown to the west, which traverses the 
W/2 of said Section 9 in a north-south direction, resulting in only a small portion 
of the extreme east side of the E/2 w/2 of said section 9 being potentially 
productive, as described in Case No. 9617 and further in this matter, makes it 

' necessary for the applicant to crowd the east line of the unit to adequately drain 
those reserves underlying the unit. By utilizing an existing wellbore to 
directionally drill into the subject reservoir, the cost of developing this acreage 
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should be reduced; therefore approval of the subject application utilizing the 
penalty formula as outlined in said Order No. R-8917 and Finding Paragraph (3) 

,above, will afford the applicant the opportunity to produce its just and equitable 
share of the oil in the affected pool, will prevent the economic loss caused by the 
drilling of unnecessary wells, avoid the augmentation of risk from drilling an 
excessive number of wells and will otherwise prevent waste and will serve to 
protect correlative rights in this situation. 

(10) The applicant should be required to determine the subsurface location 
of the kick-off point in the wellbore prior to directional drilling and should 
subsequently be required to conduct a multi-shot directional survey during or 
upon completion of drilling operations from the kick-off point to total depth. 

(11) The applicant should be required to notify the supervisor of the 
Artesia district office of the Division of the date and time said directional surveys 
are to be conducted so that they may be witnessed. The applicant should further 
be required to provide a copy of said directional surveys to the Santa Fe and 
Artesia offices of the Division upon completion. 

(12) The penalty should however be based on that portion of the total 
completion interval closest to the eastern boundary of the unit rather than the 
bottomhole location as provided for in Order No. R-8917 and in Finding Paragraph 
No. (3), above. 

(13) Upon the successful directional drilling and completion of the subject 
well, said Division Order No. R-8917 should be placed in abeyance. 

(14) However, if in the event re-entry into the Honolulu Federal Well No. 
1 is unsuccessful, said Division Order No. R-8917 should remain in fu l l force and 
effect and any other order resulting in the immediate case should become void and 
of no further effect. 

IT IS THEREFORE ORDERED THAT: 

(1) The applicant, Stevens Operating corporation, is hereby authorized 
to re-enter the plugged and abandoned Philtex Oil Company Honolulu Federal Well 
No. 1 located 1980 feet from the South and west lines (Unit K) of Section 9, 
Township 14 South, Range 29 East, NMPM, Chaves County, New Mexico, and 
directionally dr i l l , in the manner described in Finding Paragraph No. (6) of this 
order, so as to penetrate the North King Camp-Devonian Pool within 500 feet west 
of an unorthodox oil well location 1980 feet from the South line and 2475 feet from 
the West line of said Section 9. 

PROVIDED HOWEVER THAT, prior to commencing directional drilling 
operations into said wellbore, tEe"applicant shall establish the location of the 
kick-off point by means of a directional survey acceptable to the Division. 
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PROVIDED FURTHER THAT, during or upon completion of directional 
drilling operations, the applicant shall conduct a multi-shot directional survey 
from the kick-off point to total depth in order that the subsurface bottomhole 
location may be determined. • 

(2) The applicant shall notify the supervisor of the Artesia district office 
of the Division of the date and time said directional surveys are to be conducted 
so that they may be witnessed. The applicant shall further provide a copy of said 
directional surveys to the Santa Fe and Artesia offices of the Division upon 
completion. 

(3) the E/2 W/2 of Section 9 shall be dedicated to the above-described 
well forming a previously authorized (R-8917) 160-acre non-standard oil spacing 
and proration unit for said pool. 

(4) Form C-105 shall be filed in accordance with Division Rule 1105 and 
the operator shall indicate thereon true vertical depth ln addition to measured 
depths. 

(5) The depth bracket allowable for the well shall be penalized by using 
the following formula, based on that portion of the total completion interval which 
is closest to the eastern boundary of the unit. 

a. a penalty (PJ based on the proportion of distance the 
actual location is moved toward the boundary from the 
standard location; 

b. a penalty (PJ based on the proportion of distance the actual 
location is moved toward the nearest well from the minimum 
distance under the pool rules; and 

c. the product of (1-PJ x (1-P,). 

(6) Upon the successful directional drilling and completion of the subject 
well, Division Order No. R-8917, issued in Case No. 9617 and dated April 19, 
1989, shall be placed in abeyance until further notice. 

IT IS FURTHER ORDERED, HOWEVER, THAT: 

(7) If in the event re-entry into the Honolulu Federal Well No. 1 is 
unsuccessful, said Division Order No. R-8917 shall remain in full force and effect 
and, at that time, the order in the immediate case (R-8917-A) shall become void 
and of no further effect. 

(8) Jurisdiction of this cause is retained for the entry of such further 
orders as the Division may deem necessary. 
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DONE at Santa Fe, New Mexico, on the day and year hereinabove 
designated. 

STATE OF NEW MEXICO 
OIL CONSERVATIOtrpr 

S E A L 



August 25, 1989 

Campbell & Black, P.A. 
P.O. Box 2208 

Santa Fe, New Mexico 87504-2208 

Attention: William F. carr 

RB: Division Case No. 9670, Order 
No. R-8917-A, Application of 
Stevens Operating Corporation 
to amend Division Order No. R-
8917, Directional Drilling and are 
Unorthodox Oil Well Location, 
Chaves County, New Mexico. 

Dear Mr. Carr: 

Upon reviewing the Eastman Christensen "Report of Sub-Surface Directional 
Survey" for the Stevens Operating Corporation Deemar Federal Well No. 1 located 
at a surface location 1974 feet from the south line and 1988 feet from the West line 
(Unit K) of Section 9, Township 14 South, Range 29 East, NMPM, North King Camp 
Devonian Pool, Chaves County, New Mexico, the following penalty shall be 
assessed against the top unit allowable for this well, as promulgated by Decretory 
Paragraph No. 5 of said Order No. R-8917-A. 

At the bottom-most perforated interval of 9642 feet (TVD) the location 
of the wellbore was found to be 1948 feet from the south line and 2652 
feet from the West line (Unit K) of said Section % or 78 feet from the 
East line of the proration unit A 660 - 78 * 582 feet)f t-hereforer ~TU^h 

Pt *= 582/660 = 0.882. 

The closest well to the subject wellbore is the discovery well (referred 
to in Finding Paragraph No. 4 of R-8917) which is located 1980 feet 
from the South and East lines_J.Unit J) of said Section 9 is 739 feet r / 
apart.- (±3-20 • 739 - D81 feetfc ^therefore, 4. / bdef-t i S1f**A/ 

P2 ~ 581/320 =0.440. 

The top depth bracket allowable for a well in this pool is 515 barrels 
of oil per day (General Rule 505 (a)). utilising the penalty formula 
as described in said Order No. R-8917-A for this well: 

(1-PJ X (1-PJ = (1-0.882) x (1-0.440) = 0.661 or 6.61% 
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This well shall be assigned a daily oil allowable as follows: 

(0.0661) (515) = 34.04 barrels/day. 

The effective date for said penalty of this well's production shall be the date of 
f i r s t production. 

Sincerely, 

William J. LeMay 
Director 

WJL/MES/ag 

cc: Oil Conservation Division - Artesia 
Bob Stovall - Santa Fe 
W. Thomas Kellahin - Santa Fe 
Ernest L. Padilla - Santa Fe 
Stevens Operating Corp. - Roswell 
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suoponpap jajjB 'uoponpoid siqBMOTjB suj 8UIJBOO[IB Xq pauiuuajap aq 
[reqs ppy joafqns auji jo jiOAiassj SE8 psjBioossB-uou B UI psja(duioo snaM 
pmpiArpui UIOJJ SB3 jo lionanpojd a[qBMO[re Xjrep aqx 'l> fflSlk 

pa[ood os uaaq 
aABq jiun uoijBJOjd qons japun pue ui sjsajajin JBUJ 3auapiA3 SB annbsj 
XBUI JI SB jooid qons UJIM uoissnuuio^ sqj qsnxtnj [reqs' JOjBiado sqj 
'pajood uaaq ssq jiun uopi jojd XUB OJ pougissB sSBajaB SUJ JI JBUJ papi AOJO 
:n3M qasa JOJ pauirep jipaja SSBSJOB auj jo uoqBuaujajap aqj oj juautjjad 
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(Fo™erbiyV-33i) D E P A R T M E N T O F T H E I N T E R $ S $ 
BUREAU OF LAND MANAGEMENT . 

SUNDRY NOTICES AND REPORTS ON 
(Do not tue this form for propound to drill or to deepen or plug back to 

Use "APPLICATION FOR PERMIT—" for iueh proposala.) 

Artesia, NM—80210-

E x p i r e s A u g u s t 31, 1985 lffitt l̂Witr^OTBlaie^Mi--;; = , = 
^ ^ l d e ) [ &. L E A S E DESIGNATION AND I I I U L WO. 

.9. f i r INDIAN, A L L O T T E E OS T B I B E N A V E 

2. NAME O r O P E E A T O B 

7. U N I T A O B E E M E H T K 1 U 1 

Stevens Operating Corporation o. c P» 

8. F A S M O S L E A S E NAME 

Deemar Fedral 
3. ADDECSS Or OPSSATOE 

P.O. Box 2408, Roswell, NM 88201 jam* 
B. WSLL NO. 

1 
4. LOCATION or WCLL (Report location clearly sad to accordance with any Ststc requirements.* 

See also space 17 below.) 
At surface 

1 0 . E t E L D AMD r O O L , O S W I L D C A T 

North King Camp Devonian 

1974' FSL, 1988' FWE, Sec. 9, T14S, R29E 
11. sac, T., i., MM o> au. AND 

S O E T E r OS A S I A 

Sec. 9, T14S, R29E 
14. P E R M I T NO. 16. ELEVATIONS (Show whether Dr, ST, oa. etc) 

3712 GR 
1 2 . C O O H T T OS r A S M H 

Chaves 
I S . S T A T E 

NM 

ie. Check Appropriate Box To Indicate Nature of Notice, Report, or Other Data 
N O T I C E O r I N T E N T I O N TO : 

T E S T W A T E E S H O T - O r r 

r s A C T U E E T R E A T 

S H O O T OS A C I D I Z E 

R E P A I S W E L L 

(Other) 

P C L L OR A L T E R CASINO 

M U L T I P L E C O M P L E T E 

ABANDON* 

C H A N C E P L A N S 

S O B S B Q O B N T B S P O S T o r : 

W A T E E S H O T - o r r 

r S A C T O S E T S E A T U E N T 

SBOOT1NO OR ACIDIZING 

(Other) ' Completion 

B E P A I B I X O W E L L 

A L T E R I N G C A R l U a 

ABANDONMENT* 

( N O T E : Report results of multiple completion on Well 
Completion or Recompletion Report sad Log form.) 

17. DESCRIBE I'RorosED OR COMPLETED OPERATION? (Clearly slate all pertinent detsilH. and sire pertinent dates. Including; estimated date of starting; SOT 
proposed work. If well b directionally drilled, give subsurface looiiuns and measured and true vertical depths for all markers and sones perti­
nent to thia work.) • V ' ' 

July 28, 1989 

July 29, 1989 

July 30, 1989 

August 4, 1989 

August 5, 1989 

TD 9748' Measured Depth-(Electric Log). TVD 9659'. 

Ran 5 1/2", 17*. Csg; to 9748' MD. 

Cement-w/ 755 sxs "H" 65/35 Poz,:2% gel, 3/10% CFR-3, 5% salt. Cement 
plug down 2:15 pm. WOC 18 hrs. Pressure up 1000//" for ,30 minutes logging 
no pressure decrease., -Release r i g 8:00 pm. 

Perforate 9718', 19, 19.5, 22.5, 23, 23.5, 24, 24.5, 25, 25.5, 26, 29, 
29.5, 30, MD, 14 shots.(TVD 9631-9632, 9634-9642). Acidize w/250 gal 
15% acid. 

Acidized w/1500 gal 20% acid. 

" ' " • ' " AUG 181989 
OIL CONSERVATION DIV. 

SANTA FE 

18. I hereby ceLuf j thj 

• SIGNED General, Manager m m 8-4-89 

(This space for Federal or State office use) 

T I T L E . APPROVED BT 
CONDITIONS OF APPROVAL, I F ANT: 

*See Instructions on Reverse Side 

Title 18 U . S . C . Section 1001, makes it a crime lor any person knowingly and willfully to make t 
United States any false, fictitious ot fraudulent statements or representations as to any matter \ 

AUG 111989 



4- ' 
Subnets 
A| ffi jCTJ 

Office 

1910, Hobba, NM IS240 
DISTRICT n 

P.O. Drawer OD, Artesia, NM M210 

DISTRICT HI 
1000 Rio Biuof RtL, Ante, NM 17410 

State of New Mexico 
Energy, Minerals and Natural Resources Department 

OIL CONSERVATION DIVISION 
P.O. Box 2088 

Santa Fe, New Mexico 87504-2088 

REQUEST FOR ALLOWABLE AND AUTHORIZATION 
TO TRANSPORT OIL AND NATURAL GAS 

Form C-104 
Revised 1-1-89 
Se* Instructions 
At Bottom of Page 

Operator 

Stevens Opera t ing C o r p o r a t i o n 
Well API No. A{JC 
30-005-00433 

Address Oi l 

P.O. Box 2408, Roswell, NM 88201 
Reuoo(l) for Filing (Chtckproptr bat) Other (PUase txpiain) 
NewWell E duiigeIn Transporter of: Request t e s t i n g a l l o w a b l e o f 3,500 BBLS 
Recoraraetioii Q oil DDryGas Cl f o r remainder o f August , 1989. 
Change in Operator (Z) Casinghead Ou O CoDdeanic O 

91989 

1/change of operator giv« ume 
and addiui or previous operator 

IL DESCRIPTION OF WELL AND LEASE 
LctueName 

Deemar Federa l 
Well No. 

1 
Pool Name, Including Formation 

N o r t h K i n g Camp D e v o n i a n 

Kind of Lease 
State, Federal or Fee 

NM 

Lease No. 

68078 
Location 

Unit Letter K 1980 h t h m i h S o u t h 2 4 7 5 ' ' Feet From The Wes t 

Section 9 Township 14S Ranne 29E .NMPM. Chaves County 

Name of Authorized Transporter of Oil ~ - . of Coo dentate , . 
Navajo Crude O i l Purchasing — 

Address (Gi'v* address lo which approved copy of (his form is to IM sent) 
P.O. Box 175, A r t e s i a , NM 88210 

Name of Authorized Transporter of Casinghead Gai | | or Dry Oas 1 1 Address (Give address lo which approved copy of this form ti to bt sent) 

If well produces oil or liquids, 1 Unit | Sec |Twp. | Ran. 
p veaxMion of tanks, j K j 9 j 14S j 29E 

Is gu actually connected? | When ? 

no | 
l f this production is commingled with that from any other lease or pool, give cevnming] 

IV. COMPLETION DATA 
•X order lumber. lf this production is commingled with that from any other lease or pool, give cevnming] 

IV. COMPLETION DATA 
\ | Oil Well | Gas Well 

Designate Type of Completion - (X) j x j 
New Well | Workover | Deepen | Plug Back |Same Res'v ^ f T K t i j S * 

* 1 1 1 1 1 / 
DauSpiddeTK 

6 - 2 1 > » 

Date Compl. Ready to Prod. 

8-4-89 

Total Depth 

9 748'MD, 9659'TVD 
P.B.T.D. ^ y / ' 

Elevations IDF, RXB, RTr6&tlc.) 

371? CP 

Name of Producing Formation 

r i p v n r i - l ^ n 

Top Oil/Gas Pay 

9718' 

TubingDerjh/ 

Perforations 9 7 ^ 1 , 1 9 > 1 9 > § ^ 2 2 . 5 , 23, 23 .5 , 24, 24 .5 , 25, 25 .5 , 26, 29, 
29 .5 . 30 MD. TVD 9631 " ^ 6 3 2 ' . 9 6 3 4 ' - 9 f i 4 ? ' . / 

rjftfjfh Casing Shoe 

^CUBING, CASING AND CEMENTING R E C O R D / 
HOLE SIZE CASlft&A TUBING SIZE DEPTH SET' SACKS CEMENT 

17 1/2" 13 3 /8" \ 3 2 4 / TIU I n c o r 4% G e l . 
11" 8 5 /8" \ 160 U n i t s Hys-400&200 s 
7 7/8" 5 1/2" \ y 974H 755 sxs 

V. TEST DATA AND REQUEST FOR ALLOWABLE 
must be eauanb^Q^ exceed top aUovnble for this depth or be for full 24 hours.) 

Due Fust New Oil Run To Tank Dale of Tea ^ y S ^ Producing Mvhoi^naw^pvn^, gas lift, etc.) 

Length of Teat Tubing^Pres^ilC Casing Pressure Choice Size 

Actual Prod During Teat j0tT- Bbls. Waler - Bbls. ^ Gas-MCF 

GAS WELL y ^ 
Length of Ten Bbli . Condeusale/MMCh Gravity of C c m r J e n i a x ^ ^ ^ 

hriDg^fchod (pilot, backpr.) Tubing Pressure (Shut-in) Casing Pressure (Shut-in) Choke Size 

VL OPERATOR CERTIFICATE OF COMPLIANCE 
I hereby certify tbat the rules and regulations of the Oil Conservation 
Division hava been complied with aad that Ihe infonnation given above 

pi etc to the bef^/py knowledge and belief. 

P a t r i c i a Greenwade flpnp.ral Manager 

V,A / / / 
Title 

622-7273 
Telephone No. 

OIL CONSERVATION DIVISION 

AUG 7 1989 Date Approved 

Title. 

INSTRUCTIONS: This form is to be filed in compliance with Rule 1104 
1) Request for allowable for newly drilled or deepened well must be accompanied by tabulation of deviation tests taken in accordance 

with Rule 111. 
2) All sections of this form must be filled out for allowable nn new and recompleted wells. 
3) Fill out only Sections I , H, ID, and VI for changes of operator, well name or number, transporter, or other such changes. 
4) Separate Form C-104 must be filed for each pool in multiply completed wells. 



CAMPBELL S BLACK, P.A. 
L A W Y E R S 

J A C K M . C A M P B E L L 

B R U C E • . B L A C K 

M I C H A E L B . C A M P B E L L 

W I L L I A M F. C A R R 

B R A D F O R D C . B E R G E 

M A R K F. S H E R I D A N 

J . S C O T T H A L L 

J O H N H , B E M I S 

W I L L I A M P. S L A T T E R Y 

M A R T E D . L I G H T S T O N E 

P A T R I C I A A . M A T T H E W S 

J E F F E R S O N P L A C E 

S U I T E I - I I O N O R T H G U A D A L U P E 

P O S T O F F I C E B O X 2 2 0 B 

SANTA FE, NEW MEXICO 8 7 5 0 4 - 2 2 0 8 

T E L E P H O N E : ( 5 0 5 ) 9 8 8 - 4 * 2 

T E L E C O P I E R : ( 5 0 5 ) 9 8 3 - 6 0 - 4 3 

Augus t 4 , 1989 

HAND-DELIVERED 

RECEIVED 

AUG 4 198S 

OIL CONSERVATION DIVISION 
W i l l i a m J. LeMay, D i r e c t o r £ 
O i l Conservation D i v i s i o n 
New Mexico Department of Energy, 
Minerals and Natural Resources 

State Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 87503 

Re: O i l Conservation D i v i s i o n Case No. 9670: 
A p p l i c a t i o n of Stevens Operating Corporation t o Amend 
D i v i s i o n Order No. R-8917, D i r e c t i o n a l D r i l l i n g and an 
Unorthodox O i l Well Location, Chaves County, New Mexico 

Dear Mr. LeMay: 

Stevens Operating Corporation hereby requests t h a t the above-
referenced case scheduled f o r hearing before the O i l Conservation 
Commission on August 17, 1989 be continued t o the Commission's 
September hearing docket. 

Your a t t e n t i o n t o t h i s request i s appreciated. 

Very t r u l y yours, 

WILLIAM 

WFC:mlh 
cc: Mr, 

Mr, 

CARR 

Don Stevens 
Robert Thornton 

Ernest L. P a d i l l a , Esq. 



CAMPBELL 8 BLACK, P.A. 
L A W V C N S 

J A C K M. C A M P B E L L 

• • I U C C D . S L A C K 

M I C H A E L • . C A M P B E L L 
S U I T E I • H Q M O N T H G U A D A L U P E 

J E F F E R S O N P L A C E 

W I L L I A M F. C A R R • O S T O F F I C E B O X I 2 Q S 

• R A D F O R D C . B E R G E SANTA FE. NEW MEXICO 87504-2208 
M A R K F. S H E R I D A N 

J . S C O T T H A L L 

J O H N H . B E M I S 

T E L E P H O N E : ( S O S I 9 8 6 - 4 4 1 1 

T E L E C O P I E R : I S O S I 9 6 3 - 6 0 4 3 

W I L L I A M P. S L A T T E R Y 

M A R T E D . L I G H T S T O N E 

P A T R I C I A A . M A T T H E W S 

RECEIVED 
August 4, 1989 

AUG 4 1989 
HAND-DELIVERED 

OIL CONSERVATION DIVISION 
William J. LeMay, Director 
Oil Conservation Division « 
New Mexico Department of Energy, 
Minerals and Natural Resources 

State Land Office Building 
Santa Fe, New Mexico 87503 

Re: Oil Conservation Division Case No. 9670: 
Application of Stevens Operating Corporation to Amend 
Division Order No. R-8917, Directional Drilling and an 
Unorthodox Oil Well Location, Chaves County, New Mexico 

Dear Mr. LeMay: 

Stevens Operating Corporation hereby requests that the above-
referenced case scheduled for hearing before the Oil Conservation 
Commission on August 17, 1989 be continued to the Commission's 
September hearing docket. 

Your attention to this request i s appreciated. 

WFC:mlh 
Mr. Don Stevens 
Mr. Robert Thornton 
Ernest L. Padilla, Esq. 



CAMPBELL S BLACK, P.A. 
L A W Y E R S 

J A C K M . C A M P B E L L 

B R U C E D . B L A C K 

M I C H A E L B . C A M P B E L L 

W I L L I A M F. C A R R 

B R A D F O R D C . B E R G E 

M A R K F. S H E R I D A N 

J . S C O T T H A L L 

J O H N H . B E M I S 

W I L L I A M P. S L A T T E R Y 

M A R T E D . L I G H T S T O N E 

P A T R I C I A A . M A T T H E W S 

J E F F E R S O N P L A C E 

S U I T E I - I I O N O R T H G U A D A L U P E 

P O S T O F F I C E B O X s a o e 

SANTA FE. NEW MEXICO 8 7 5 0 4 - 2 2 0 8 

T E L E P H O N E : ( 5 0 5 1 9 8 8 - 4 4 2 1 

T E L E C O P I E R : ( 5 0 5 ) 9 S 3 - 6 Q 4 3 

June 28, 1989 

HAND-DELIVERED 

W i l l i a m J. LeMay, D i r e c t o r 
O i l Conservation D i v i s i o n 
New Mexico Department of Energy, 
Minerals and Na t u r a l Resources 

State Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 87503 

Re: Case No. 9617: 
A p p l i c a t i o n of Curry & Thornton f o r an Unorthodox O i l 
Well Location and Non-Standard P r o r a t i o n U n i t , Chaves 
County, New Mexico 

Case No (^9670:/ 
A p p l i c a t i o n — 6 t Stevens Operating Corporation t o Amend 
D i v i s i o n Order R-8917, D i r e c t i o n a l D r i l l i n g , and an 
Unorthodox O i l Well Location, Chaves County, New Mexico 

Case No. 9697: 
A p p l i c a t i o n of Santa Fe E x p l o r a t i o n Company f o r Amendment 
of the North-King Camp Devonian O i l Pool, Special Pool 
Rules, Chaves County, New Mexico 

Dear Mr. LeMay: 

I t i s my understanding t h a t Case No. 9617 and Case No. 9670 are 
scheduled f o r hearing De Novo before the O i l Conservation 
Commission on J u l y 20, 1989 and t h a t Case No. 9617 i s set f o r 
hearing before D i v i s i o n Examiner on J u l y 12, 1989 

As you are aware, each of these cases i n v o l v e s the development of 
the North-King Camp Devonian O i l Pool and the testimony i n each of 
the cases w i l l be i d e n t i c a l i n many respects. Furthermore, Stevens 
Operating Corporation i s c u r r e n t l y d r i l l i n g a w e l l pursuant t o the 
p r o v i s i o n s of Order No. R-8917-A i n t h i s p o o l . 

OIL ®89 
TION VISION 



W i l l i a m J. LeMay, D i r e c t o r 
O i l Conservation D i v i s i o n 
June 28, 1989 
Page Two 

The purpose of t h i s l e t t e r i s t o request t h a t the scheduled 
hearings i n each of the above-referenced cases be continued and set 
before the f u l l O i l Conservation Commission a t i t s r e g u l a r l y 
scheduled Commission hearing i n August, 1989. This continuance and 
c o n s o l i d a t i o n of a l l t h r e e cases w i l l enable Stevens Operating 
C o r p o r a t i o n t o complete the d r i l l i n g of the above-referenced w e l l 
thereby having a l l data necessary t o go forward w i t h a hearing 
before the Commission and, furthermore, w i l l permit a l l questions 
i n v o l v i n g the development of t h i s pool t o be heard by one body, a t 
one time, and w i l l r e s u l t i n one f i n a l d e t e r m i n a t i o n of a l l 
questions i n v o l v i n g the development of t h i s p ool. 

I have reviewed t h i s request w i l l Ernie L. P a d i l l a , a t t o r n e y f o r 
Santa Fe E x p l o r a t i o n Company and can advise t h a t Mr. P a d i l l a has 
c o n f e r r e d w i t h h i s c l i e n t and they concur i n t h i s request. 

Your a t t e n t i o n t o t h i s matter i s appreciated. 

WILLIAM F. CARR \ 
WFC:mlh 
cc: Mr. Don Stevens 

Stevens Operating Corporation 
Post O f f i c e Box 2408 
Roswell, New Mexico 88201 

Mr. Robert Thornton 
Curry & Thornton 
905 F o r t Worth Club B u i l d i n g 
F o r t Worth, Texas 76102 

Ernest L. P a d i l l a , Esq. 
P a d i l l a & Snyder 
Post O f f i c e Box 2523 
Santa Fe, New Mexico 87504 
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June 2 , 1989 

HAND DELIVERY 

William LeMay, Director 
O i l Conservation Division 
State Land Office Bldg. 
Santa Fe, New Mexico 87501 

Re: Order R-8917; R-8917-A 

Dear Mr. LeMay: 

Enclosed please f i n d : 

1. Motion t o Stay Orders R-8917 and R-8917-A 

2. Application f o r De Novo Hearing of Order R-8917-A 

We request that you consider the Motion to Stay the 
above-referenced Orders at your e a r l i e s t convenience to 
avoid any prejudice t o any of the parties involved that are 
affected by the Orders. 

With respect t o the de novo application we request that 
i t be set f o r hearing before the Commission a f t e r 
p u b l i c a t i o n . However, a hearing has already been set fo r de 
novo hearing on Order R-8917 which deals with b a s i c a l l y the 
same issues. However, Order R-8917-A attempts t o void Order 
R-8917 i f Stevens Operating Corporation's d i r e c t i o n a l 
d r i l l i n g i s attempted and/or i s successful. I n short, i t 
may be prudent t o delay the R-8917 de novo hearing u n t i l the 
R-8917-A de novo request can also be heard. For your 
information our c l i e n t has not been opposed t o the 
d i r e c t i o n a l d r i l l i n g portion of Stevens Operating 
Corporation's application, but does f i n d f a u l t with other 
portions of the Orders. 

E R N E S T L. P A D I L L A 

M A R Y J O S N Y D E R 

RECEIVED 

, O'L CONSERVATION OJVJSI0AI 



Mr. William LeMay 
June 2, 1989 
Page Two 

Should you have any questions, please l e t me know. 

ELP:lh 
Enclosures 
cc: William F. Carr, Esq. (w/enc.) 

W. Thomas Kellahin, Esq. (w/enc.) 



FIFTH,. JUDICIAL DISTRICT COURT 

COUNTY OF CHAVES 

STATE OF NEW MEXICO 

CURRY AND THORNTON and 
STEVENS OPERATING CORPORATION, 

Petitioners, 

vs. 

OIL CONSERVATION COMMISSION OF THE 
STATE OF NEW MEXICO, SANTA FE 
EXPLORATION COMPANY, EXXON COMPANY, U.S.A., 
ARMSTRONG ENERGY CORPORATION and 
NEW MEXICO OIL CORPORATION, 

Respondents. 

.: , oivisiOM 
; V EI 

'83 [EC 29 m 10 42 

NO. 

SUMMONS 

TO O i l Conservation Commission of the State of New Mexico 
c/o W i l l i a m J . LeMay, D i r e c t o r 
State Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 87501 

Defendants), Greeting: 

You are hereby directed to serve a pleading or. motion in response to the Complaint 
within 30 days after service of the Summons, and iile the same, all as provided by law. 

You are notified that, unless you so serve and file a responsive pleading or motion, 
the Plaintiff(s) will apply to the Court for the relief demanded in the Complaint. 

Attorney or Attorneys For Plaintiff: William F. Carr Esq. 
Address: ? m p b ^ . & ^ o l t Post O f f i c e Box 2208 

Santa Fe, New Mexico 87504 

WITNESS the Honorable ( j i u r ^ J ^ ^ - / ^ ^ < — D i s t r i c t Judges of Said Court of 
the Stjfte of New Mexico andSeal of the District Court of Said County, this : dav 

(SEAL) 

NOTE 

CLERK O 

By:_ 

E DISTRICT COURT 

Deputy 

This summons does not require you to see, telephone or write to the District Judge of the 
Court at this time. 

It does require you or your attorney to file your legal defense to this case in writing with 
the Clerk of the District Court within 30 days after the summons is legally served on you. 
If you do not do this, the party suing may get a Court Judgment by default against you. 

Revised 1/1/83 CV 4.40 
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STATE OF NEW MEXICO 

COUNTY OF CHAVES 

No. CIV - f f f - s44 

CURRY AND THORNTON and 
STEVENS OPERATING CORPORATION, 

Petitioners, 

vs. 

OIL CONSERVATION COMMISSION 
OF THE STATE OF NEW MEXICO, 
SANTA FE EXPLORATION COMPANY, 
EXXON COMPANY, U.S.A., 
ARMSTRONG ENERGY CORPORATION 
and NEW MEXICO OIL CORPORATION, Case Assigned 

Jo: Judge Alvin F. Jones 
Respondents. 

PETITION FOR REVIEW OF OIL CONSERVATION 
COMMISSION ORDER NO. R-9035 (CASES 9617 and 9670) 

COMES NOW CURRY AND THORNTON and STEVENS OPERATING 

CORPORATION ("Petitioners") and pursuant to the provisions of N.M.Stat.Ann. § 70-

2-25B (1978) petitions the Court for review of the action of the New Mexico Oil 

Conservation Commission ("Commission") in Commission Cases 9617 (De Novo) and 9670 

(De Novo) and Order No. R-9035 entered therein, and in support for this Petition for 

Review state: 



1. Petitioner, Curry and Thornton, is a partnership doing business in the State 

of New Mexico. Curry and Thornton owns an interest in the acreage which is the subject 

of Commission Cases 9617 (De Novo) and 9670 (De Novo). 

2. Petitioner, Stevens Operating Corporation, is a corporation duly organized 

under the laws of the State of New Mexico. Stevens Operating Corporation is an interest 

owner in the acreage involved in Commission Cases 9617 (De Novo) and 9670 (De Novo) 

and is the operator of one of the Deemar Federal No. 1 Wells which is affected by Order 

No. R-9035. 

3. Respondent, Commission, is the statutory body created and existing under 

the laws of the State of New Mexico which is vested with jurisdiction over all matters 

relating to the conservation of oil and gas in the State of New Mexico, the prevention of 

waste of oil and gas, the protection of the correlative rights of the owners of oil and gas 

interests, and the enforcement of the New Mexico Oil & Gas Act (N.M.Stat.Ann. §§ 70-

2-1 through 70-2-36 1978). 

4. Respondents, Santa Fe Exploration Company, Armstrong Energy Corporation 

and New Mexico Oil Corporation are New Mexico corporations. 

5. Respondent, Exxon Company, U.S.A., is a Delaware corporation doing 

business in the State of New Mexico. 

6. The North King Camp-Devonian Pool was discovered in 1988 and Special 

Pool Rules for this pool were promulgated by the Oil Conservation Division including 

provisions for 160-acre spacing and special well location requirements. 
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7. Petitioners own leasehold interests on the W/2 of Section 9, Township 14 

South, Range 29 East, and in Division Case 9617 sought authorization to drill a well 

thereon at an unorthodox location and to dedicate to the well a non-standard proration 

unit comprised of the E/2 of the W/2 of Section 9. This application was granted by 

Division Order No. R-8917 which penalized production from Petitioners' well. 

8. In Case 9670, Petitioners sought authorization to re-enter an existing well in 

the W/2 of Section 9 and directionally drill to the previously approved bottomhole location. 

This application was granted by Division Order No. R-8917-A. 

9. Timely applications for hearing De Novo were filed by Petitioners and the 

cases were consolidated and heard De Novo by the Commission on October 19, 1989. 

10. The Commission entered Order No. R-9035 in these cases on November 2, 

1989 and Petitioners timely sought a rehearing pursuant to N.M.StatAnn. §70-2-25 (1978). 

11. The Commission took no action on this application for rehearing and 

Petitioners' application was thereby denied. 

12. Petitioners hereby seek judicial review of Order R-9035 pursuant to 

N.M.StatAnn. §70-2-25 (1978) and assert that: 

A. Order No. R-9035 is contrary to law for it will result in the drilling 

of unnecessary wells, thereby causing waste, 

B. Order No. R-9035 is arbitrary, capricious, unreasonable and contrary 

to law, for although it is intended to "encourage" voluntary unitization, 

it exceeds the Division's statutory authority and amounts to economic 

coercion, will cause waste and impair correlative rights, 



C. Order No. R-9035 violates Petitioners due process rights, and 

D. The Commission's method of equating and allocating net acre feet and 

recoverable reserves in Order No. R-9035 is not supported by 

substantial evidence, is contrary to the record, and is arbitrary, 

capricious and unreasonable, 

all as more fully set forth in the Application for Rehearing of Curry and Thornton and 

Stevens Operating Corporation, which is attached hereto as Exhibit " I " and incorporated 

herein by reference. 

WHEREFORE, Petitioners pray that the Court review Oil Conservation 

Commission Order No. R-9035 and enter its Order vacating Order No. R-9035 and 

granting such other relief as the Court deems proper. 

Respectfully submitted, 

CAMPBELL & BLACK, P.A 

Santa Fe, New Mexico 87504 
Telephone: (505) 988-4421 

ATTORNEYS FOR CURRY AND 
THORNTON and STEVENS 
OPERATING CORPORATION 
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STATE OF NEW MEXICO 

ENERGY MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION COMMISSION 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
COMMISSION FOR THE PURPOSE OF 
CONSIDERING: 

APPLICATION OF CURRY AND THORNTON 
FOR AN UNORTHODOX OIL WELL LOCATION 
AND A NON-STANDARD PRORATION UNIT, 
CHAVES COUNTY, NEW MEXICO, 

APPLICATION OF STEVENS OPERATING 
CORPORATION TO AMEND DIVISION 
ORDER NO. R-8917, DIRECTIONAL 
DRILLING AND AN UNORTHODOX OIL WELL 
LOCATION, CHAVES COUNTY, NEW MEXICO 

CASE NO. 9617 
(DE NOVO) 

RECEIVED 

NOV 2 2 V389 

OIL CONSERVATION DIVISION 

APPLICATION FOR REHEARING OF 
CURRY AND THORNTON 

AND 
STEVENS OPERATING CORPORATION, 

OR, IN THE ALTERNATIVE, APPLICATION 
FOR AMENDMENT OF ORDER NO. R-9035 

COME NOW, CURRY AND THORNTON and STEVENS OPERATING 

CORPORATION (hereinafter referred to as "Applicants") and for their Application for 

Rehearing, or, in the alternative, Application for Amendment of Order No. R-9035, state: 

1. The North King Camp-Devonian Pool was discovered m 1988 and Special 

Exhibit I 



Pool Rules for this pool were promulgated by the Division, including provisions for 160-

acre spacing and special well location requirements. 

2. Applicants own the leasehold interest on the W/2 of Section 9, Township 14 

South, Range 29 East and in Division Case 9617 sought authorization to drill a well 

thereon at an unorthodox location and to dedicate to the well a non-standard proration 

unit comprised of the E/2 W/2 of Section 9. This application was granted by Division 

Order No. R-8917 which penalized production from Applicants' well. 

3. In Case 9670, Applicants sought authorization to reenter an existing well in 

the W/2 of Section 9 and directionally drill to the previously approved bottom hole 

location. This application was granted by Division Order No. R-8917-A 

4. Timely applications for rehearing were filed by Applicants and the cases were 

consolidated and heard de novo by the Commission on October 19, 1989. 

5. The Commission entered Order No. R-9035 in these cases on November 2, 

1989 and Applicants hereby seek a rehearing pursuant to N.M.Stat.Ann. §70-2-25 (1978) 

and in support of their application assert that Order No. R-9035 is invalid for, as more 

fully set out below, it is contrary to law; arbitrary, capricious and unreasonable and not 

supported by substantial evidence. 

A ORDER NO. R-9035 IS CONTRARY TO LAW FOR IT WILL RESULT 
IN THE DRILLING OF AN UNNECESSARY WELL THEREBY 
CAUSING WASTE. 

Order No. R-9035 drastically reduces the allowable for the North King Camp-

Devonian Pool. On the Santa Fe Exploration #1 Holmstrom well the allowable is reduced 
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from the standard 515 barrels of oil per day to a penalized 125 (.53 x 235) barrels per 

day. (Finding 23). The 49 barrels per day (.21 x 235) allowable of the #1 Deemar was 

a penalty from a recoverable reserves penalized allowable of 216 barrels per day (.21 x 

1030) based on acre feet of pay. (Finding 14). The undrilled NE/4 was penalized from 

a recoverable reserves allowable of 268 barrels per day (.26 x 1030) to 61 barrels per day 

(.26 x 235). 

The basis for this harsh reduction in allowables is that "allowables must be 

established which . . . discourage the drilling of additional wells which are not needed and 

would constitute waste." (Finding 21). The Commission is trying to discourage drilling of 

a well in the NE/4 of Section 9. By reducing #1 Holmstrom allowable to 25% of its 

former allowable and almost half its former producing rate of 213 barrels per day, the 

Commission has almost halved the cash flow to E/2 owners thus encouraging the drilling 

of another well in order to recover the cash flow lost by the unjustified lowering of 

allowables. The allowable of 61 barrels assigned to the NE/4 is insufficient to deter 

drilling since the well would pay out the cost of drilling in 22 months, would recover 

approximately 392,340 barrels of oil, yield some $4,800,000 on an investment of $600,000 

or about 8 to 1 return on investment 

Since the purpose of reducing allowables is to prevent waste (Finding 21), and no 

waste will be prevented, the allowables should not be reduced on the basis of this factually 

false pretense which violates both the letter and spirit of the Ofl and Gas Act. 

3 



B. ORDER NO. R-9035 IS ARBITRARY, CAPRICIOUS, UNREASONABLE 
AND CONTRARY TO LAW FOR, ALTHOUGH IT IS INTENDED TO 
"ENCOURAGE" VOLUNTARY UNITIZATION, IT CONTRAVENES 
THE COMMISSIONS' STATUTORY AUTHORITY. 

The only basis in the Oil and Gas Act for allowable penalties are the prevention 

of waste and the protection of correlative rights. The harsh production penalties imposed 

by the unrequested low allowables set by Order No. R-9035 amounts to economic coercion 

which is unrelated to either waste prevention or to protection of correlative rights. 

Therefore, with no basis in statute, the reduced allowables are arbitrary, capricious and 

unreasonable. 

The Commission, however, asserts that another basis for the allowable reduction 

is to "encourage voluntary unitization." (Finding 21). The sanction for not voluntarily 

unitizing the pool, however, is a reduction in cash flow from wells in the pool by 75% and 

an ultimate net revenue loss of 25% due to increased years of operating expense. When 

this loss is considered, it is clear that Order No. R-9035 does not "encourage" voluntary 

unitization but, instead, invokes the economic coercion of reduced income and loss of 

capital to force unitization of the pool. 

New Mexico's forced unitization statute provides solely for secondary recover units 

unlike the one the Commission is "encouraging" here. N.M.StaLAnn. §70-7-1 (1978). 

Since the Commission may only carry out those functions assigned to it by the legislature 

(See. Continental Oil Company v. Oil Conservation Commission. 70 N.M. 310, 373 P.2d 

809, 818 (1962), its use of economic coercion to force the unitization of this pool is 

contrary to the express provisions of the Statutory Unitization Act as well as clearly 
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contrary to its duties under the Oil and Gas Act. The reduced allowables are accordingly 

arbitrary, capricious and contrary to law. 

C. ORDER NO. R-9035 VIOLATES APPLICANTS' DUE PROCESS RIGHTS. 

The guarantees of procedural due process require that a person whose property is 

taken by state action be given notice and an opportunity to be heard in the proceedings 

which result in the taking. 

The property loss to Applicants as a result of Commission Order No. R-9035 

includes: 

1. the actual loss of income, through the increased expenses of long delayed 

production resulting from low allowables and 

2. the loss of the present worth of the oil and gas reserves through long delayed 

production caused by low allowables. 

Attached as Exhibit A to this Application are Appraisal reports prepared by expert 

witness Scott Hickman after Order R-9035 was issued and based on the Commission's 

figure of 10,714 acre feet in the pool. These tables show the effects of the 49 BOPD 

allowable versus the proposed 200 BOPD allowable (not considering attic oil): 

Allow. 
Barrels 

Life 
Yean 

Initial 
Yearly 
Cash Flow 

Reserves 
Barrels 

Future 
Net 
Revenue 

Discounted 
Present 
Worth @ 10% 

49 
200 

31 
10 

$ 244,425 
$1,034,630 

567,000 
676,000 

$7,388,335 
$9,241,645 

$2,417,967 
$6,206,521 
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This economic loss of 109,000 barrels, $2 million actual and $4 million present 

worth constitutes a deprivation of a protected property interest1 

Neither applicants nor E/2 owners had notice that the Commission contemplated 

penalizing allowables in order to compel unitization. The public advertisements, previous 

hearings concerning the pool, previous practices by the Oil Conservation Division and 

Commission, and the lack of statutory authority or court cases authorizing unitization, all 

combined to leave all parties to this hearing completely unprepared to argue the merits 

of unitization or the coercive use of low allowables to induce unitization. 

Without notice of the Commission's plans to reduce allowables and force the parties 

to "voluntarily" unitize, Applicants were unable to prepare and respond to this issue and 

their procedural due process rights were violated. 

Applicants substantive due process rights were also violated. Substantive due 

process is defined as the guarantee that a persons property not be taken for arbitrary 

reasons. Here, the Commission's actions were designed to force unitization of this pool -

- an action expressly outside the Statutory Unitization Act and the arbitrary low allowable 

for this pool set by Order No. 9035 amounts to an arbitrary taking of property in violation 

of Applicants substantive due process rights. 

1 This is the evidence that would have been presented by Applicants if they had received proper notice 
of the Commission intention to force unitization through allowable restricuons and will be presented if 
Rehearing is granted in this case. 
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D. THE COMMISSION'S EQUATING OF ACRE FEET AND 
RECOVERABLE RESERVES IS NOT SUPPORTED BY SUBSTANTIAL 
EVIDENCE, IS CONTRARY TO THE RECORD, AND IS ARBITRARY, 
CAPRICIOUS AND UNREASONABLE. 

The Commission correctly followed New Mexico statute and the Continental 

decision by allocating production in this pool on the basis of recoverable reserves. 

However, its finding that oil pay or oil-saturated rock is approximately the same as 

recoverable reserves is in error for it fails to recognize that attic ofl is not recoverable. 

(Finding 15). 

Recoverable reserves means the oil underlying a tract recoverable by a well thereon. 

There are 65,000 barrels of oil in the SE/4 not recoverable by the Holmstrom #1 Well 

since these reserves lie above the top of that well in this water drive reservoir. This 

unrecoverable attic ofl in the pool was discussed at length by witnesses and the 

Commissioners at the October 19, 1989 hearing. Transcript pages & lines: 49:3,6,7,8; 

111:23-25; 153:10-24; 160:15-19; 252:16-25 through 256:8; Ahlen Exhibit 3: the "yellow 

green wedge shape" on the Holmstrom tract west and above the #1 Holmstrom; Hickman 

Exhibit 12 unnumbered lines 7 and 13. 

The attic oil (listed in Hickman Exhibit 12, unnumbered Line 7, "Non-Productive 

Reservoir Volume," with a total of 878 acre feet) constitutes 8.2% of the 10,714 acre feet 

of Devonian Ofl Pay recognized by the Commission in Finding 14(a). After deducting the 

.6% attributable to the Deemar #1, 7.6% of the total oil attributable to the E/2 of Section 

9 is attic ofl. Since the percentage of attic ofl remains the same regardless of whether or 

not the Commission reduces the total acre feet to 10, 714 from the Hickman total of 
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15,004 acre feet, and since attic oil lies only at the structurally higher portions of the 

Holmstrom tracts, it is unaffected by the smaller area! extent found by the Commission. 

Thus deducting the net 7.6% attic oil unrecoverable in the E/2 of Section 9 and the 

.6% from the Deemar in the W/2 of the Section, the recoverable reserves, excluding 

unrecoverable attic oil, would be as follows: 

(a) Within the total field there are approximately 9835 acre feet of 

Devonian oil pay or oil saturated rock volume (10,714 acre feet ininus Hickman 

Line 7 total of 878 acre feet attic oil.) 

(b) Underlying the E/2 of Section 9 (Deemar #1), there is approximately 

2,459 acre feet of recoverable Devonian oil pay or 25% of the recoverable reserves 

in the pool total for an allowable of 59 (.25 x 235) barrels of oil per day. 

(c) Underlying the SE/4 of Section 9 (Holmstrom #1), there is 

approximately 5213 acre feet of recoverable Devonian oO pay or 53% of the 

recoverable reserves in the pool total for an allowable of 125 barrels of oil per day. 

(d) Underlying the NE/4 of Section 9 there is approximately 2,163 acre 

feet of recoverable Devonian ofl pay or 22% of the recoverable reserves in the 

pool total for an allowable of 56 barrels of oil per day. 

The Cornmission qualifies its equation of recoverable ofl and oil saturated rock with 

the condition that wells must be ".. . positioned to permit recovery." This condition does 

not save this erroneous finding since the wells in the E/2 of Section 9 are not positioned 
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to permit the recovery (Transcript citations above) thus the final wording itself contradicts 

the conclusion of the finding. 

Of particular importance here is the statutory definition of correlative rights 

N.M.StatAnn. §70-2-17 (1978) which affords each owner in a pool "the opportunity to 

produce his just and equitable share of ofl or gas . . . under his property . . .." The E72 

owners have not availed themselves of the opportunity to produce the oil under their 

tracts. The location of their well precludes recovery of this attic oil and, therefore, these 

unrecoverable reserves should not have been included in the allowable fonnula. 

In this pool and on the record in this case, net acre feet of pay is not 

approximately the same thing as recoverable reserves. The Commission's finding that they 

are the same, is not supported by substantial evidence and, in fact, is contrary to it The 

order is therefore arbitrary, capricious and unreasonable.2 

WHEREFORE, CURRY AND THORNTON and STEVENS OPERATING 

CORPORATION pray that the Commission: 

A Grant their Application for Rehearing of Cases 9617 and 9670, 

B. Or, in the alternative, amend Order No. R-9035 to provide for an allowable 

for the North King Camp-Devonian Pool based on the record of the October 

19, 1989 Commission hearing as follows: 

2 Commission Finding 17 states "only unorthodox locations such as the Stevens well could drain . . . 
the attic ofl ' This confirms that the attic oil is not recoverable by the #1 Holmstrom and proves the 
error of Finding 15 where the Commission concludes that net acre feet of pay is approximately the same 
as recoverable reserves. 

9 



1. A total pool allowable of 973 barrels of ofl per day to be allocated 

as follows: 

#1 Deemar: 25% Recoverable reserves and 242 barrels of oil 

per day allowable 

#1 Holmstrom: 53% recoverable reserves and 515 barrels of 

ofl per day allowable 

NE/4: 22% recoverable reserves and 216 barrels of oil 

per day allowable. 

If the Commission finds for applicants on Rehearing grounds A, B and C here and 

above but against Applicants on ground D then Applicant prays that the Commission 

provide for an allowable as follows: 

1. A total pool allowable of 1030 barrels of oil per day to be allocated 

as follows: 

#1 Deemar: 21% of 1030 barrels or 216 barrels of oil per day 

#1 Holmstrom: 53% of 1030 barrels or 546 barrels of oil 

per day 

NE/4: 26% of 1030 barrels or 268 barrels of oil per day 
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Respectfully submitted, 

CAMPBELL & BLACK, PA 

William F. Carr 
Patricia A Matthews 
Attorneys for 
CURRY AND THORNTON and STEVENS 
OPERATING CORPORATION 
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TOTAL 542.000 .000 449.400 .000 19.00 

.00 271.852 15.427 12.000 .000 244.425 997.257 

.00 271.852 15.427 11000 .000 244.425 1139.734 

.00 271.832 15.427 22.000 .000 244.425 1249.243 

.00 27LI32 13.427 12.000 .000 244.423 1387. Cl 4 

.00 271.832 15.427 12.000 .000 244.425 1494.041 
/ 

.00 271.832 15.427 12.000 .000 244.425 1591.374 

.00 271.152 15.427 12.000 .000 244.425 1479.844 

.00 271.852 15.427 12.000 .000 244.425 1740.270 

.00 271.352 15.427 11000 .000 244.425 1833.384 

.00 271.852 15.427 11000 .000 244.425 1899.832 

.00 3851.243 218.549 170.000 .000 3441494 1899.852 

.00 4491.157 244.213 324.303 175.000 3925.441 2417.947 

.80 8542.400 484.742 494.303 175.000 7388.335 2417.947 

CVL 5.000 .000 NET OIL REVENUES (BS) 8541400 —PRESENT NORTH PROFILE CVL 5.000 .000 
NET CAS REVENUES (BS) .000 IISC PU OF NET DISC W DF K 

ULT. 547.000 .008 TOTAL REVENUES (BS) 8541400 RATE BTAX. B$ SATE ITAX. n 

ITAX »TE Of RETURN (PCT) 108.00 PROJECT LIFE (YEARS) 31.423 ,0 7388.335 30.0 931.24 
8TAX PAYOUT YEAR .72 DISCOUNT SATE (PCT) 10.000 2.0 5554.028 35.0 814.35 
ITAX PAYOUT YEAR (DISC) .05 CROSS OIL iOJLS LOOO S.0 3857.744 40.0 724.«( 
BTAX nn IXCWE/11NEST 43.22 CROSS CAS MILS .881 8.0 2842.000 45.0 457.82' 
BTAX HH IXCWE/IWEST (IISO 214.08 CROSS HELLS LOOO 10.0 2417.947 SO.O 402.82! 

110 2084.724 40.0 520.05-
INITIAL B.I. FRACTION 1.000000 INITIAL NET OIL FRACTION .800000 IS. 8 1722.215 70.0 440.44' 
FINAL N.I. FRACTION 1.000008 FINAL NET OIL FRACTION .800000 18.0 1444.257 80.0 415.84 
PRODUCTION STAB! BATE 11- 1-89 INITIAL NET CAS FRACTION .000000 20.0 1334.819 90.0 380.81 
KflfTXS IX FIRST LINE 2.08 FINAL XET CAS FRACTION .000080 25.0 1093.945 100.0 352.43 

EXHIBIT A 
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(cue o » mm u/PiKMcx 
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STEVOS OPERATING CO 

I t J E M E t ARD E C B I I I I C S 

AS or KJVQKR 1, iro 

MIL 11/11/19 
Tilt: 11:41.17 
FILE: TSX 
COt: U 

T. scon naam t ASSX 
PETKOLEuH EKIXEBS 

-£» BOSS PRODUCTION-- —HET PRDDUCTIOX-
—PRICES -OPERATIONS. BS 
OIL CAS NET OP£R SHHAOO* RET 0PE1 

10.00 PCT 
CASH FLOi CHI. DISC 

ID-YI OIL. HBL CAS. HCF OIL. BBBL CAS, iter 8/B $/n 

12-19 12.1(7 .000 9.734 .000 19.00 . 00 
12-98 73.000 .000 58.400 .000 19.00 .00 
12-91 73.000 .000 58.400 .000 19.00 .00 
12-92 73.000 .000 58.400 .000 19.00 .00 
12-93 73.000 .000 58.400 .000 19.00 .00 

12-94 73.000 .000 58.400 .000 19.00 . 00 
12-93 73.000 .000 58.400 .000 19.00 . 00 
12-94 73.000 .000 58.400 .000 19.00 . 00 
12-97 73.000 .000 58.400 .000 19.00 . 00 
12-98 49.914 .000 39.933 .000 19.00 . 00 

12-99 24.917 .000 19.934 .000 19.00 . 00 
12- 0 
12- 1 
12- 2 
12- 3 

S TOT 471.000 .000 534.801 .000 19.00 .00 

CDL .000 .000 .000 .000 . 00 . 00 

TOTAL 471.000 .000 534.801 .000 19.00 . 00 

CUR. 3.000 .000 NET OIL REVENUES (B$) 
NET CAS REVENUES (BS) 

ALT. 474.000 .000 TOTAL REVENUES (fl$) 

BTAX BATE OF RETURN (PCT) 100.00 PROJECT LIFE (YEARS) 
BTAX PAYOUT YEARS .19 DISCOUNT RATE (PCT) 
BTAX PAYOUT YEARS (DISC) .09 CROSS OIL HELLS 
ITAX nn ixconE/ixvEST 47.21 CROSS CAS SELLS 
BTAX RET IXCOHE/IXUEST (DISC) 71.44 CROSS UELLS 

CAPITAL 
REVENUES UF TAXES EXPENSES COSTS. IB BTAX. B5 ITAX. fl$ 

184.944 
1109.400 
1109.400 
1109.400 
1109.400 

1109.400 
1109.400 
1109.400 
1109.400 
758.727 

10.493 
42.979 
42.970 
42.970 
42.970 

42.970 
42.970 
42.970 
42.970 
43.058 

.000 .000 

10199.219 
.000 

10199.219 

9.849 

INITIAL H.I. FRACTION 
FINAL H.I. FRACTION 
PRODUCTION START DATE 
raft MS IN FIRST LINE 

1.000000 INITIAL XET OIL FRACTION 
1. OOOOOO FINAL NET OIL FRACTION 
11- 1-89 INITIAL Nn CAS FRACTION 

2.00 FINAL NET CAS FRACTION 

.800000 

.800000 

.000000 

.000000 

ion 
12.000 
11000 
12.000 
12.000 

12.000 
12.000 
12.000 
12.000 
48.000 

.000 

.000 

.000 

.000 

.000 

.000 

.000 

.000 

.000 
200.000 

171431 
• ffl*, ffl 
1834.430 
1031430 
1031430 

1031 430 
1031430 
1034.430 
1031430 
447.449 

171.089 
1142.391 
2025.393 
2828.122 
3537.874 

4221.288 
4821390 
5372.445 
5871.097 
4075.389 

.000 32 1 485 4204.521 

178.747 

.000 

178.747 

200.000 9241445 4204.521 

.000 . 000 4204.521 

200.000 9241.445 4204.521 

PRESENT NORTH PROFILE 
DISC PH OF NET DISC PV OF NET 
RATE BTAX. IB RATE BTAX. AS 

9241.445 30. B 3555.533 
10.800 10 8444.151 35.0 3203.458 
LOOO S.0 7479.182 40.0 2914.447 
.000 8.0 4441.704 45.0 2471.745 

1000 M-« mj3X 50.0 2479.454 
12.1 
15.0 
18.0 
20.0 
25.0 

5794.428 
5243.381 
4811.417 
4547.845 
3993.435 

40.0 
70.0 
80.0 
90.0 

100.0 

2145.435 
1931.043 
1749.843 
1405.940 
1489.084 



CERTIFICATE OF SERVICE 

I do hereby certify that I caused a true and correct copy of the Application for 

Rehearing of Curry and Thornton and Stevens Operating Corporation, etc. to be mailed 

to the following: 

Ernest L Padilla, Esq. 
P.O. Box 2523 
Santa Fe, New Mexico 87504 

W. Perry Pearce 
P.O. Box 2307 
Santa Fe, New Mexico 87504 

Paul A Cooler 
P.O. Box 1357 
Santa Fe, New Mexico 87504-1357 

W. Thomas Kellahin 
P.O. Box 2265 
Santa Fe, New Mexico 87504-2265 

Deborah S. Dungan 
P.O. Box 2307 
Santa Fe, New Mexico 87504 

On this day of November, 1989. 

Respectfully submitted, 

CAMPBELL & BLACK, P.A 

'William F. Carr 
Patricia A Matthews 
P.O. Box 2208 
Santa Fe, NM 87504-2208 
(505) 988-4421 

ATTORNEYS FOR CURRY AND 
THORNTON and STEVENS 
OPERATING CORPORATION 



PADILLA & SNYDER 
ATTORNEYS AT LAW 

2 0 0 W. MARCY, SUITE 2 1 6 

P.O. BOX 2 5 2 3 

ERNEST L. PADILLA SANTA FE. NEW MEXICO 8 7 5 0 4 - 2 5 2 3 FAX 988-7592 
M A R Y J O S N Y D E R AREA C O D E 5 0 5 

( 5 0 5 ) 9 8 8 - 7 5 7 7 

November 22, 1989 

HAND DELIVERY 

W i l l i a m LeMay, Chairman 
O i l Conservation Commission 
State Land O f f i c e Bldg. 
Santa Fe, New Mexico 87501 

NOV 2 2 1989 

OIL CONSERVATION OiV. 
SANTA FE 

Re: Cases 9617 and 9670; Order R-9035 

Dear Mr. LeMay: 

Enclosed please f i n d Santa Fe E x p l o r a t i o n Company's 
A p p l i c a t i o n f o r Rehearing o f ^ h e above referenced cases. 

Ve^y t j r ^ v ^ j ^ u r s , 

n e s t 

ELP:pmc 

Enclosures 

cc: Santa Fe E x p l o r a t i o n Company (w/enc.) 
W i l l i a m F.Carr, Esq. (w/enc.) 
W. Thomas K e l l a h i n , Esq. (w/enc.) 
Paul A. Cooter, Esq. (w/enc.) 
Deborah S. Dungan, Esq. (w/enc.) 



NOV 2 2 1989 

STATE OF NEW MEXICO OIL CONSERVATION DIV. 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT SANTA FE 

OIL CONSERVATION COMMISSION | 

APPLICATION OF CURRY AND THORNTON CASE NO. 9617 
FOR AN UNORTHODOX OIL WELL LOCATION (DE NOVO) 
AND A NON-STANDARD PRORATION UNIT, 
CHAVES COUNTY, NEW MEXICO. 

APPLICATION OF STEVENS OPERATING CASE NO.967 0 
CORPORATION TO AMEND DIVISION ORDER (DE NOVO) 
NO. R-8917, DIRECTIONAL DRILLING AND 
AN UNORTHODOX OIL WELL LOCATION, 
CHAVES COUNTY, NEW MEXICO. 

Order No.R-9035 

APPLICATION FOR REHEARING 

Santa Fe E x p l o r a t i o n Company (Santa Fe) , based on the 

record before the Commission, hereby a p p l i e s f o r rehearing 

of the above-stated cases and as grounds t h e r e f o r s t a t e s : 

1. I t i s an aggrieved p a r t y , pursuant t o Section 70-

2-25(A) NMSA, 1978, from Order R-9035 issued by the 

Commission on November 2, 1989. 

2. On December 9, 1988 the O i l Conservation D i v i s i o n 

( D i v i s i o n ) , a f t e r n o t i c e and hearing, issued i t s order No. 

R-8806 e s t a b l i s h i n g the North King Camp Devonian Pool and 

e s t a b l i s h i n g s p e c i a l r u l e s and r e g u l a t i o n s f o r development 

of the p o o l . 



3. Rules 2 and 4 of the North King Camp Devonian Pool 

state: 

RULE 2: Each wel l s h a l l be located on a standard 

u n i t containing 160 acres, more or less, s u b s t a n t i a l l y i n 

the form of a square, which i s a governmental quarter-

section being a legal subdivision of the United States 

Public Lands Survey. 

RULE 4: Each well s h a l l be located no nearer 

than 660 feet t o the outer boundary of the proration u n i t or 

33 0 feet t o any governmental quarter-quarter section l i n e or 

subdivision inner boundary; nor nearer than 132 0 feet to the 

nearest well d r i l l i n g t o or capable of producing from the 

same pool. 

4. On A p r i l 19, 1989 the Division issued i t s Order 

No. R-8917, on the application of Curry & Thornton f o r an 

exception t o standard spacing and proration u n i t size 

requirements of Rule 2, and the well location requirements 

of Rule 4 of the North King Camp Devonian Pool. This order 

authorized Curry & Thornton t o d r i l l a wel l at an unorthodox 

loca t i o n at a point 1980 FSL and 2475 FWL of Section 9, 

Township 14 South, Range 29 East, NMPM Chaves County, New 

Mexico, and would place the bottom hole location of the 

proposed we l l at a distance of approximately 165 feet from 
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the Santa Fe Exploration Company lease i n the SE/4 of 

Section 9. The order also approved a non-standard spacing 

and proration u n i t consisting of the E/2 W/2 of Section 9. 

5. Subsequent t o the issuance of Order No. R-8917, 

and a f t e r a change of operator from Curry & Thornton to 

Stevens Operating Company (Stevens), Stevens f i l e d an 

application f o r d i r e c t i o n a l d r i l l i n g which would allow 

Stevens to re-enter the Philex O i l Company Honolulu Federal 

Well No. 1 i n Unit K of the SW/4 of Section and 

d i r e c t i o n a l l y d r i l l t o otherwise meet the requirements of 

Order No. R-8917. The Division granted the Stevens 

application by issuing Order R-8917-A. 

6. Stevens made two attempts t o d i r e c t i o n a l l y d r i l l 

i t s w e l l . The f i r s t attempt, which complied with the 

footage requirements of Order No. R-8917 resulted i n a dry 

hole. Thereafter, without authority and without notice and 

hearing, Stevens commenced i t s second attempt at d i r e c t i o n a l 

d r i l l i n g t h i s time obtaining o i l production from 

approximately 65-70 feet of the Santa Fe lease l i n e . 

7. The second attempt at d i r e c t i o n a l d r i l l i n g was 

absolutely unlawful i n tha t the Division v i o l a t e d i t s own 

orders and rules, and was done i n a manner which denied 

Santa Fe due process and equal protection of law. No p r i o r 
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notice of communications between Stevens and the Director 

of the Division were given t o Santa Fe or of the authority 

given by the Division Director t o Stevens t o pursue the 

second attempt at d i r e c t i o n a l d r i l l i n g . The Division 

Director's purported authority t o grant or allow the second 

attempt t o d i r e c t i o n a l l y d r i l l t o i t s bottom hole location 

unlawfully v i o l a t e d Santa Fe's c o n s t i t u t i o n a l guarantee of 

equal protection of law by applying the special pool rules 

of the North King Camp Devionan Pool Rules and other 

applicable statutes and regulations of the Division i n a 

discriminatory fashion. 

8. The findings of the Commission i n r e l a t i o n to 

apportionment of production a t t r i b u t a b l e t o the Stevens 

non-standard proration u n i t from an unorthodox location 

from the pool are not s u f f i c i e n t l y extensive t o show the 

basis of the Commission's order nor do such findings 

disclose the reasoning of the Commission i n reaching i t s 

ultimate findings. 

9. The findings of the Commission i n r e l a t i o n to 

reduction of the o i l allowables established by Order No. R-

8806 are not supported by any credible evidence, are 

erroneous, capricious, and contrary t o law, and are a 

c o l l a t e r a l attack on the Division's rules f o r the North King 

Camp Devonian Pool, especially since Santa Fe dismissed i t s 
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Case No. 9697 t o amend the North King Camp Devonian Pool 

special rules with respect t o o i l allowable. 

10. The f i n d i n g of the Commission i n r e l a t i o n to 

u n i t i z a t i o n , whether implied or expressed i n Order R-9035, 

are contrary t o law and are t o t a l l y without foundation 

under the circumstances. The Commission's Order has the 

ef f e c t of f o r c e - u n i t i z i n g the Stevens and Santa Fe lands i n 

a manner which i s confiscatory t o Santa Fe. 

11. Viewed as a whole, the Order of the Commission i s 

a r b i t r a r y , capricious, grossly erroneous and w i l l f u l l y and 

del i b e r a t e l y v i o l a t e s the Division's applicable rules and 

statutes administered by the Division and the Commission, 

a l l of which invalidates the e n t i r e Order. 

Wherefore, Santa Fe requests th a t the Commission grant 

t h i s application f o r rehearing. 

Respectfully submitted, 

PADĤ LA, & ̂ N^DE^C^ 

Errrest L. Padilla 
P. O. Box 2523 
Santa Fe, New Mexico 87504-2523 
(505) 988-7577 
Attorneys f o r Santa Fe 
Exploration 
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CERTIFICATE OF SERVICE 

I hereby c e r t i f y t h a t the foregoing Application For 
Rehearing was mailed f i r s t - c l a s s , postage prepaid to William 
F. Carr, Esq., Campbell & Black PA, P. 0. Box 2208, Santa 
Fe, New Mexico 87504 on t h i s 22nd day] ok. November, 1989. 

Ernest L. Padilla 
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STATE OF NEW MEXICO 

ENERGY AND MINERALS DEPARTMENT 
OIL CONSERVATION DIVISION 

GARREY CARRUTHERS . Novembe r 2 , 1989 P 0 S T 0 F - ! C E g o x a o e s 

GOVERNOR STATE LAND OFFICE BUILDING 
SANTA FE NEW MEXICO FJ750 

(505) 827-5S0C 

Mr. William F. Carr 
Campbell & Black 
Attorneys at Law 
Post Office Box 2208 
Santa Fe, New Mexico 

Re: CASE NO. 9617 and 9670 
ORDER NO. F-9Q35 

A p p l i c a n t : 
Curry and Thornton and 
Stevens operating Corporation 

Dear S i r : 

Enclosed herewith are two copies of the above-referenced 
Commission order r e c e n t l y entered i n the subject case. 

Si n c e r e l y , 

FLORENE DAVIDSON 
OC S t a f f S p e c i a l i s t 

Copy of order also sent t o : 

Hobbs OCD x 
A r t e s i a OCD x 
Aztec OCD 

other Thomas Kellahin, Ernest L. P a d i l l a , Patty Matthews, 
Paul Cooter, Deborah Dunigan 



STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

I N THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
DIVISION FOR THE PURPOSE OF 
CONSIDERING: 

CASE NO. 9670 
ORDER NO. R-8917-A 

APPLICATION OF STEVENS OPERATING CORPORATION 
TO AMEND DIVISION ORDER NO. R-8917, 
DIRECTIONAL DRILLING, AND AN UNORTHODOX 
OIL WELL LOCATION, CHAVES COUNTY, NEW MEXICO 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on f o r hearing at 8:15 a.m. on May 10, 1989, at Santa Fe, 
New Mexico, before Examiner Michael E. Stogner. 

NOW, on th is 1 8 t h day of May, 1989, the Division Director , having 
considered the testimony, the record and the recommendations of the Examiner, 
and being f u l l y advised l n the premises, 

FINDS T H A T : 

(1) Due public notice having been given as requi red by law, the Division 
has ju r i sd ic t ion of th is cause and the subject matter thereof. 

(2) By Division Order No. R-8917, dated A p r i l 19, 1989, the applicant i n 
Case No. 9617, C u r r y and Thorn ton , was authorized to d r i l l a well to test the 
North King Camp-Devonian Pool at an unorthodox oil well location 1980 feet f rom 
the South line and 2475 feet f rom the West l ine (Uni t K) of Section 9, Township 14 
South, Range 29 East, NMPM, Chaves County, New Mexico. Said Order also 
approved a 160-acre non-standard o i l prora t ion un i t comprising the E/2 w/2 of 
section 9 to be dedicated to the above-described we l l . 

(3) Said Order No. R-8917 also set f o r t h a penalty to be assessed against 
the top un i t allowable assigned to the well by u t i l i z ing the fol lowing formula, based 
on the actual bottomhole location of the wellbore to be determined by a directional 
survey of the completed wel l : 

a. a penalty ( P J based on the propor t ion of distance the 
actual location is moved toward the boundary f rom the 
standard location; 
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b . a penalty (PJ based on the proportion of distance the actual 
location is moved toward the nearest well from the minimum 
distance under the pool rules; and 

c. the product of (1-PJ x (1-PJ. 

(4) The applicant in the immediate case, Stevens Operating Corporation, 
which has replaced Curry and Thornton as operator of the E/2 W/2 of said Section 
9, now seeks to amend said Division Order No. R-8917, and in lieu of dril l ing a 
new well at the previously authorized unorthodox oil well location, be permitted 
to re-enter the plugged and abandoned Philtex Oil Company Honolulu Federal Well 
No. 1 located 1980 feet from the South and West lines (Unit K) of said Section 9, 
wherein the applicant proposes to deviate said well so as to penetrate the North 
King-Camp Devonian Pool at an unorthodox bottomhole oil well location within 500 
feet west of a point 1980 feet from the South line and 2475 feet from the West line 
of said Section 9. 

(5) The subject well in this matter was spudded on November 3, 1961 and 
was drilled to a total depth of 9894 feet where i t tested dry in the Devonian 
formation and was subsequently plugged and abandoned. 

(6) The applicant proposes to re-enter said well and dr i l l out the existing 
cement plugs to a depth of approximately 7474 feet, kick-off at this point due 
east, build angle to 15 degrees and hold to a measured depth of approximately 
8913 feet, at which point the angle will be allowed to drop and return to vertical 
to a measured depth of approximately 9450 feet, whereby the hole will be allowed 
to build angle back and d r i f t to the west bottoming at a true vertical depth of 
approximately 9710 feet in the Devonian formation approximately 330 feet west of 
the well's surface location. 

(7) Should said well be a producer, i t is the intent of this application 
that all survey and penalty provisions in the original Order No. R-8917 be fu l ly 
applicable with respect to this well. 

(8) Santa Fe Exploration Company, the offset operator to the east of the 
non-standard unit , appeared at the hearing and objected to the existing method 
of assessing a penalty on production from this well and proposed that the top unit 
allowable for this well, regardless of its location within the proposed target area, 
be set at a f lat rate of 80 barrels of oil per day. 

(9) the existence of a fault , downthrown to the west, which traverses the 
W/2 of said Section 9 in a north-south direction, resulting in only a small portion 
of the extreme east side of the E/2 W/2 of said Section 9 being potentially 
productive, as described in Case No. 9617 and fur ther in this matter, makes i t 
necessary for the applicant to crowd the east line of the unit to adequately drain 
those reserves underlying the unit. By utilizing an existing wellbore to 
directionally dr i l l into the subject reservoir, the cost of developing this acreage 



Case No. 9670 
Order No. R-8917-A 
Page No. 3 

should be reduced; therefore approval of the subject application utilizing the 
penalty formula as outlined in said Order No. R-8917 and Finding Paragraph (3) 
above, will afford the applicant the opportunity to produce its just and equitable, 
share of the oil in the affected pool, will prevent the economic loss caused by the 
dril l ing of unnecessary wells, avoid the augmentation of risk from drill ing an 
excessive number of wells and will otherwise prevent waste and will serve to 
protect correlative rights in this situation. 

(10) The applicant should be required to determine the subsurface location 
of the kick-off point in the wellbore prior to directional dril l ing and should 
subsequently be required to conduct a multi-shot directional survey during or 
upon completion of dril l ing operations from the kick-off point to total depth. 

(11) The applicant should be required to notify the supervisor of the 
Artesia district office of the Division of the date and time said directional surveys 
are to be conducted so that they may be witnessed. The applicant should fur ther 
be required to provide a copy of said directional surveys to the Santa Fe and 
Artesia offices of the Division upon completion. 

(12) The penalty should however be based on that portion of the total 
completion interval closest to the eastern boundary of the unit rather than the 
bottomhole location as provided for in Order No. R-8917 and in Finding Paragraph 
No. (3), above. 

(13) Upon the successful directional dril l ing and completion of the subject 
well, said Division Order No. R-8917 should be placed in abeyance. 

(14) However, i f in the event re-entry into the Honolulu Federal Well No. 
1 is unsuccessful, said Division Order No. R-8917 should remain in f u l l force and 
effect and any other order resulting in the immediate case should become void and 
of no fur ther effect. 

IT IS THEREFORE ORDERED THAT: 

(1) The applicant, Stevens Operating Corporation, is hereby authorized 
to re-enter the plugged and abandoned Philtex Oil Company Honolulu Federal Well 
No. 1 located 1980 feet from the South and West lines (Unit K) of Section 9, 
Township 14 South, Range 29 East, NMPM, Chaves County, New Mexico, and 
directionally d r i l l , in the manner described in Finding Paragraph No. (6) of this 
order, so as to penetrate the North King Camp-Devonian Pool within 500 feet west 
of an unorthodox oil well location 1980 feet from the South line and 2475 feet from 
the West line of said Section 9. 

PROVIDED HOWEVER THAT, prior to commencing directional drilling 
operations into said wellbore, the -applicant shall establish the location of the 
kick-off point by means of a directional survey acceptable to the Division. 
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PROVIDED FURTHER THAT, during or upon completion of directional 
dril l ing operations, the applicant shall conduct a multi-shot directional survey 
from the kick-off point to total depth in order that the subsurface bottomhole 
location may be determined. 

(2) The applicant shall notify the supervisor of the Artesia district office 
of the Division of the date and time said directional surveys are to be conducted 
so that they may be witnessed. The applicant shall fur ther provide a copy of said 
directional surveys to the Santa Fe and Artesia offices of the Division upon 
completion. 

(3) the E/2 W/2 of Section 9 shall be dedicated to the above-described 
well forming a previously authorized (R-8917) 160-acre non-standard oil spacing 
and proration unit for said pool. 

(4) Form C-105 shall be filed in accordance with Division Rule 1105 and 
the operator shall indicate thereon true vertical depth in addition to measured 
depths. 

(5) The depth bracket allowable for the well shall be penalized by using 
the following formula, based on that portion of the total completion interval which 
is closest to the eastern boundary of the unit . 

a. a penalty (PJ based on the proportion of distance the 
actual location is moved toward the boundary from the 
standard location; 

b . a penalty (PJ based on the proportion of distance the actual 
location is moved toward the nearest well from the minimum 
distance under the pool rules; and 

c. the product of (1-PJ x (1-PJ. 

(6) Upon the successful directional dril l ing and completion of the subject 
well, Division Order No. R-8917, issued in Case No. 9617 and dated Apri l 19, 
1989, shall be placed in abeyance unti l fur ther notice. 

IT IS FURTHER ORDERED, HOWEVER, THAT: 

(7) I f in the event re-entry into the Honolulu Federal Well No. 1 is 
unsuccessful, said Division Order No. R-8917 shall remain in f u l l force and effect 
and, at that time, the order in the immediate case (R-8917-A) shall become void 
and of no fur ther effect. 

(8) Jurisdiction of this cause is retained for the entry of such further 
orders as the Division may deem necessary. 
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DONE at Santa Fe, New Mexico, on the day and year hereinabove 
designated 

STATE OF NEW MEXICO 
OIL CONSERVATION DIVISION 

WILLIAM J . LEMA 
Director 
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IN THE MATTER OF: 

I n the matter of cases c a l l e d on t h i s CASES 
date and a c t i o n taken w i t h o u t testimony 9667 
being presented. 9543 

. 9544 
y ^ t e n p * ' n , 9617 

9697 

BEFORE: W i l l i a m J. Lemay, Chairman 
W i l l i a m W. Weiss, Commissioner 

TRANSCRIPT OF HEARING 

A P P E A R A N C E S 

For the D i v i s i o n : Robert G. S t o v a l l 
A t t o r n e y a t Law 
Legal Counsel t o the D i v i s i o n 
State Land O f f i c e Bldg. 
Santa Fe, New Mexico 



Docket No. 30-89 

Dockets Nos. 32-89 and 33-89 are tentatively set for November 1 and November 15, 1989. Applications for hearing must be filed 
at least 22 days in advance of hearing date. 

DOCKET: EXAMINER HEARING - WEDNESDAY - OCTOBER 18, 1989 
8:15 A.M. - OIL CONSERVATION DIVISION CONFERENCE ROOM, 

STATE LAND OFFICE BUILDING 
SANTA FE, NEW MEXICO 

The following cases wi l l be heard before Michael E. Stogner, Examiner, or David R. Catanach, or Victor T. Lyon, Alternate 
Examiners: 

CASE 9712: (Continued from October 4, 1989, Examiner Hearing.) 

In the inatter of the hearing called by the Oil Conservation Division on i t s own motion to permit Tom L. Ingram, 
American Employers' Insurance Company, and a l l other interested parties to appear and show cause why the Chappell 
"5" Well No. 1 located 2310 feet from the North line and 990 feet from the West line (Unit E) of Section 5, 
Township 12 North, Range 30 East, as projected into the unsurveyed Baca Location No. 2 Grant, San Miguel County, 
New Mexico (which is located approximately 9.25 miles north-northwest of Tucumcari, New Mexico), should not be 
plugged and abandoned in accordance with a Division-approved plugging program. 

CASE 9713: (Continued from October 4, 1989, Examiner Hearing.) 

In the matter of the hearing called by the Oil Conservation Division on it s own motion to permit Tom L. Ingram, 
American Employers' Insurance Company, and a l l other interested parties to appear and show cause why the Gihon 
"31" Well No. 1 located 2970 feet from the South line and 1814 feet from the East line (Unit G) of Section 31, 
Township 13 North, Range 30 East, as projected into the unsurveyed Baca Location No. 2 Grant/Pablo Montoya Land 
Grant, San Miguel County, New Mexico (which is located approximately 10.5 miles north-northwest of Tucumcari, 
New Mexico), should not be plugged and abandoned in accordance with a Division-approved plugging program. 

CASE 9778: Application of Heafitz Energy Management, Inc. for a unit agreement, Lea County, New Mexico. Applicant, in the 
above-styled cause, seeks approval for the Tres Amigos Unit Area comprising 3320 acres, more or less, of State 
and Federal lands underlying a l l or portions of Sections 9, 10, 15, 16, 20, 21, and 22, Township 26 South, Range 
35 East. Said unit is located approximately 11 miles south-southwest of Jal, New Mexico. 

CASE 9779: Application of Yates Petroleum Corporation for a unit agreement. Lea County, New Mexico. Applicant, in the 
above-styled cause, seeks approval for the Woodstock State Unit Area comprising 1,758.82 acres, more or less, 
of State lands underlying a l l or portions of Sections 3, 4, 5, and 6, Township 9 South, Range 33 East. Said 
unit is located approximately 4.5 miles west by south of the point common to Lea, Chaves and Roosevelt Counties, 
New Mexico. 

CASE 9738: (Reopened and Readvertised) 

Application of Kelt Oil and Gas, Inc. for statutory unitization, Chaves County, New Mexico. Applicant, in the 
above-styled cause, seeks an order unitizing, for the purpose of establishing a secondary recovery project, a l l 
mineral interests in the designated and Undesignated Cato-San Andres Pool underlying 15,321.83 acres, more or 
less, of State, Federal, and Fee lands in Townships 8 and 9 South, Range 30 East. Said unit is to be designated 
the Cato Unit. Among the matters to be considered at the hearing w i l l be the necessity of unit operation; the 
designation of a unit operator; the determination of the horizontal and vertical limits of the unit area; the 
determination of the f a i r , reasonable, and equitable allocation of the production and costs of production, 
including capital investment, to each of the various tracts in the unit area; the determination of credits and 
charges to be made among the various owners in the unit area for their investment in wells and equipment; and 
such other matters as may be necessary and appropriate for carrying on efficient unit operations; including but 
not limited to, unit voting procedures, selection, removal or substitution of unit operator, and time of 
commencement and termination of unit operations. Applicant also requests that any such order issued in this 
case include a provision for carrying any nonconsenting working interest owner within the unit area upon such 
terms and conditions to be determined by the Division as just and reasonable. Said unit area is located 
approximately 11 miles south-southeast of Boaz, New Mexico. 
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CASE 9780: Application of John H. Hendrix Corporation for an unorthodox gas well location and non-standard gas proration 
unit, Lea County, New Mexico. Applicant, in the above-styled cause, seeks approval for an unorthodox gas well 
location 860 feet from the North line and 2100 feet from the East line (Unit 8) of Section 11, Township 21 South, 
Range 36 East, Eumont Gas Pool, the N/2 NE/4 of said Section 11 to be dedicated to said well forming a non­
standard 80-acre gas spacing and proration unit for said pool. Said location is approximately 1.6 miles east 
of Oil Center, New Mexico. 

CASE 9726: (Continued from September 20, 1989, Examiner Hearing.) 

Application of Haylan Oil Corporation for compulsory pooling. Lea County, New Mexico. Applicant, in the above-
styled cause, seeks an order pooling a l l mineral interests from the surface to the base of the Ellenberger 
formation underlying the SW/4 of Section 25, Township 19 South, Range 38 East, forming a standard 160-acre gas 
spacing and proration unit for any and a l l formations and/or pools developed on 160-acre spacing and the NE/4 
SU/4 of said Section 25 to form a standard 40-acre o i l spacing and proration unit for any and a l l formations 
and/or pools developed on 40-acre spacing (which presently includes but is not necessarily limited to t r * 
Undesignated House-BIinebry Pool, the Undesignated North House-Tubb Pool, the Undesignated Nadine Drinkard-
Abo Pool and the Undesignated East Nadine-Drinkard Pool). Both aforementioned units are to be dedicated to a 
single well to be drilled at a standard location in the NE/4 SW/4 (Unit K) of said Section 25. Also to be 
considered w i l l be the cost of d r i l l i n g and completing said well and the allocation of the cost thereof as well 
as actual operating costs and charges for supervision, designation of applicant as operator of the well and a 
charge for risk involved in d r i l l i n g said well. Said well location is approximately 1.3 miles east-northeast 
of Nadine, New Mexico. 

CASE 9762: (Continued from October 4, 1989, Examiner Hearing.) 

Application of TXO Production Corp. for directional d r i l l i n g , Eddy County, New Mexico. Applicant, in the above-
styled cause, seeks authorization to directionally d r i l l from a surface location 900 feet from the South tine 
and 1815 feet from the West line (Unit N) of Section 11, Township 20 South, Range 29 East, to a standard 
bottomhole o i l well location in the Strawn formation within 50 feet of a point 825 feet from the North line and 
1815 feet from the West line (Unit C) of Section 14, Township 20 South, Range 29 East, the NE/4 NU/4 of said 
Section 14 to be dedicated to said well forming a standard 40-acre o i l spacing and proration unit for the 
Undesignated South Parkway-Strawn Pool. This well location is approximately 4.25 miles north-northwest of the 
junction of U.S. Highway 62/180 and New Mexico State Highway 31. 

CASE 9763: (Continued from October 4, 1989, Examiner Hearing.) 

Application of TXO Production Corp. for directional d r i l l i n g , Eddy County, New Mexico. Applicant, in the above-
styled cause, seeks authorization to directionally d r i l l from a surface location 100 feet from the North line 
and 1500 feet from the East line (Unit B) of Section 15, Township 20 South, Range 29 East, to a standard 
bottomhole o i l well location in the Strawn formation within 50 feet of a point 1815 feet from the North line 
and 825 feet from the East line (Unit H) of said Section 15, the SE/4 NE/4 of said Section 15 to be dedicated 
to said well forming a standard 40-acre o i l spacing and proration unit for the Undesignated South Parkway-
Strawn Pool. This well location is approximately 4 miles northwest of the junction of U.S. Highway 62/180 and 
New Mexico State Highway 31. 

Application of Oryx Energy Company for compulsory pooling, Eddy County, New Mexico. Applicant, in the above-
styled cause, seeks an order pooling alt mineral interests from the top of the Wolfcamp formation to the base 
of the Morrow formation underlying the E/2 of Section 16, Township 18 South, Range 27 East, forming a standard 
320-acre gas spacing and proration unit for any and a l l formations and/or pools within said vertical extent being 
developed on 320-acre spacing (which includes but is not necessarily limited to the Undesignated Red Lake-
Pennsylvanian Gas Pool, Undesignated Red Lake Atoka-Morrow Gas Pool, Undesignated Scoggin Draw-Strawn Gas Pool, 
Undesignated Scoggin Draw-Atoka Gas Pool, and Undesignated Scoggin Draw-Morrow Gas Pool), said unit to be 
dedicated to a well to be drilled at a standard gas welt location thereon. Also to be considered w i l l be the 
cost of d r i l l i n g and completing said well and the allocation of the cost thereof as well as actual operating 
costs and charges for supervision, designation of applicant as operator of the well and a charge for risk 
involved in d r i l l i n g said well. Said unit is located approximately 6 miles south by east of Riverside, New 
Mexico. 
Application of Oryx Energy Company for an unorthodox location and compulsory pooling, Lea County, New Mexico. 
Applicant, in the above-styled cause, seeks an order pooling a l l mineral interests from the surface to the base 
of the Morrow formation underlying the following described acreage in Section 22, Township 22 South, Range 34 
East, and in the following manner: the S/2 to form a standard 320-acre gas spacing and proration unit for any 

CASE 9781: 

CASE 9782: 
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and a l l formations and/or pools developed on 320-acre spacing (which presently includes but is not necessarily 
limited to the Undesignated Antelope Ridge-Atoka Gas Pool, Undesignated Antelope Ridge-Morrow Gas Pool, 
Undesignated Ojo Chiso-Strawn Gas Pool, and Undesignated Ojo Chiso-Morrow Gas Pool); the SW/4 to form a standard 
160-acre gas spacing and proration unit for any and a l l formations developed on 160-acre spacing; and the SW/4 
SW/4 to form a standard 40-acre o i l spacing and proration unit for any and a l l formations developed on statewide 
40-acre spacing. All of the above-described units are to be dedicated to a well to be drilled at an unorthodox 
location 1090 feet from the South line and 990 feet from the West line (Unit M) of said Section 22. Also to 
be considered w i l l be the cost of d r i l l i n g and completing said well and the allocation of the cost thereof as 
well as actual operating costs and charges for supervision, designation of applicant as operator of the well 
and a charge for risk involved in d r i l l i n g said well. Said well location is approximately 5.5 miles north-
northwest of the San Simon Sink. 

CASE 9783: Application of Oryx Energy Company for compulsory pooling. Lea County, New Mexico. Applicant, in the above-
styled cause, seeks an order pooling a l l mineral interests from the surface to the base of the Morrow formation 
underlying the following described acreage in Section 26, Township 22 South, Range 34 East, and in the following 
manner: the S/2 to form a standard 320-acre gas spacing and proration unit for any and a l l formations and/or 
pools developed on 320-acre spacing (which presently includes but is not necessarily limited to the Undesignated 
Antelope Ridge-Atoka Gas Pool, Undesignated Antelope Ridge-Morrow Gas Pool, Undesignated Ojo Chiso-Strawn Gas 
Pool, and Undesignated Ojo Chiso-Morrow Gas Pool); the SE/4 to form a standard 160-acre gas spacing and 
proration unit for any and a l l formations developed on 160-acre spacing; and the SW/4 SEA to form a standard 
40-acre o i l spacing and proration unit for any and alt formations developed on statewide 40-acre spacing. All 
of the above-described units are to be dedicated to a well to be drilled at a standard location in the SW/4 
SE/4 (Unit 0) of said Section 26. Also to be considered w i l l be the cost of d r i l l i n g and completing said well 
and the allocation of the cost thereof as well as actual operating costs and charges for supervision, designation 
of applicant as operator of the well and a charge for risk involved in d r i l l i n g said well. Said unit is located 
approximately 4 miles north-northwest of the San Simon Sink. 

CASE 9784: Application of Oryx Energy Company for compulsory pooling. Lea County, New Mexico. Applicant, in the above-
styled cause, seeks an order pooling a l l mineral interests from the surface to the base of the Morrow formation 
underlying the following described acreage in Section 27, Township 22 South, Range 34 East, and in the following 
manner: the N/2 to form a standard 320-acre gas spacing and proration unit for any and a l l formations and/or 
pools developed on 320-acre spacing (which presently includes but is not necessarily limited to the Undesignated 
Antelope Ridge-Atoka Gas Pool, Undesignated Antelope Ridge-Morrow Gas Pool, Undesignated Ojo Chiso-Strawn Gas 
Pool, and Undesignated Ojo Chiso-Morrow Gas Pool); the NW/4 to form a standard 160-acre gas spacing and 
proration unit for any and a l l formations developed on 160-acre spacing; and the NE/4 NW/4 to form a standard 
40-acre o i l spacing and proration unit for any and a l l formations developed on statewide 40-acre spacing. All 
of the above-described units are to be dedicated to a well to be drilled at a standard location in the NE/4 
NW/4 (Unit C) of said Section 27. Also to be considered w i l l be the cost of d r i l l i n g and completing said well 
and the allocation of the cost thereof as well as actual operating costs and charges for supervision, designation 
of applicant as operator of the well and a charge for risk involved in d r i l l i n g said well. Said unit is located 
approximately 5 miles north-northwest of the San Simon Sink. 

CASE 9729: (Continued from August 23, 1989, Examiner Hearing.) 

Application of Meridian Oil Inc. for a non-standard gas proration unit, San Juan County, New Mexico. Applicant, 
in the above-styled cause, seeks approval for a 320-acre non-standard gas spacing and proration unit comprising 
the NEA NW/4, S/2 NW/4, and the SW/4 of Section 24 and the SE/4 SE/4 of Section 23, both in Township 31 North, 
Range 12 West, Basin-Fruitland Coal Gas Pool. Said unit is to be dedicated to the East Well No. 102 to be 
located at a standard coal gas well location 1310 feet from the South line and 1490 feet from the West line 
(Unit N) of said Section 24, which is approximately 4.5 miles northwest of Aztec, New Mexico. 

CASE 9771: (Continued from October 4, 1989, Examiner Hearing.) 

Application of OGS Operating Company for compulsory pooling, Eddy County, New Mexico. Applicant, in the above-
styled cause, seeks an order pooling a l l mineral interests from the surface to the base of the Strawn formation 
underlying the following described acreage in Section 5, Township 24 South, Range 25 East, and in the following 
described manner: the S/2 to form a standard 320-acre gas spacing and proration unit for any and a l l formations 
and/or pools (Undesignated Dark Canyon-Pennsylvanian Gas Pool and Undesignated Mosley Canyon-Strawn Gas Pool) 
developed on 320-acre spacing; the SW/4 to form a standard 160-acre gas spacing and proration unit for any and 
a l l formations developed on 160-acre spacing; and, the SEA SW/4 to form a standard 40-acre o i l spacing and 
proration unit for any and a l l formations and/or pools developed on statewide 40-acre spacing. All of the 
above-described units are to be dedicated to a single well to be drill e d at a standard location in the SE/4 
SWA (Unit N) of said Section 5. Also to be considered w i l l be the cost of d r i l l i n g and completing said well 
and the allocation of the cost thereof as well as actual operating costs and charges for supervision, designation 
of applicant as operator of the well and a charge for risk involved in d r i l l i n g said well. Said area is located 
approximately 5.25 miles northwest by north of White City, New Mexico. 
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CASE 9785: Application of Arco Oil and Gas Company, a Division of Atlantic Richfield Company, for compulsory pooling and 
a non-standard gas proration unit, Lea County, New Mexico. Applicant, in the above-styled cause, seeks an order 
pooling a l l mineral interests from the surface to the base of the Ellenberger formation underlying Lots 1 
through 8 of Section 4, Township 21 South, Range 36 East, forming a non-standard 317.6-acre gas spacing and 
proration unit for any and a l l formations and/or pools developed within said vertical extent being developed 
on 320-acre spacing. Said unit is to be dedicated to a well to be drilled at a standard gas well location 660 
feet from the North line and 1980 feet from the West line (Unit C) of said Section 4. Also to be considered 
w i l l be the cost of d r i l l i n g and completing said well and the allocation of the cost thereof as well as actual 
operating costs and charges for supervision, designation of applicant as operator of the well and a charge for 
risk involved in d r i l l i n g said well. Said unit is located approximately 1.25 miles north by west of Oil Center, 
New Mexico. 

CASE 9786: Application of Harvey E. Yates Company for an exception to Division Order No. R-3221, as amended, Eddy County, 
New Mexico. Applicant, in the above-styled cause, seeks an exception to the provisions of Division Order No. 
R-3221, as amended, to permit the disposal of water produced in conjunction with the production of o i l and gas 
from it s Lusk "16" State Lease into an unlined pit to be located in the SW/4 of Section 16, Township 19 South, 
Range 32 East. Said area is located approximately 7 miles north of Laguna Toston. 

CASE 9787: Application of Harvey E. Yates Company for compulsory pooling and directional d r i l l i n g , Eddy County, New Mexico. 
Applicant, in the above-styled cause, seeks an order pooling a l l mineral interests in the Undesignated East 
Burton Flat-Strawn Gas Pool underlying the W/2 of Section 14, Township 20 South, Range 29 East, forming a 
standard 320-acre gas spacing and proration unit for said pool. Said unit is to be dedicated to a well to be 
directionally drilled from a surface location 760 feet from the South line and 1980 feet from the West line 
(Unit N) of Section 11, Township 20 South, Range 29 East, to a standard bottomhole gas well location within 
100 feet of a point 2180 feet from the North line and 1880 feet from the West line (Unit F) of Section 14, 
Township 20 South, Range 29 East. Also to be considered w i l l be the cost of d r i l l i n g and completing said well 
and the allocation of the cost thereof as well as actual operating costs and charges for supervision, designation 
of applicant as operator of the well and a charge for risk involved in d r i l l i n g said well. Said location is 
approximately 4 miles north-northwest of the junction of U.S. Highway 62/180 and New Mexico State Highway 31. 

CASE 9773: (Continued from October 4, 1989, Examiner Hearing.) 

Application of Bran Oil Corporation for compulsory pooling, Chaves County, New Mexico. Applicant, in the above-
styled cause, seeks an order pooling a l l mineral interests from the surface to the base of the Abo formation 
underlying the NW/4 of Section 33, Township 6 South, Range 26 East, forming a standard 160-acre gas spacing 
and proration unit for any and a l l formations and/or pools developed on 160-acre spacing, which presently 
includes but is not necessarily limited to the Pecos Slope-Abo Gas Pool, said unit to be dedicated to a well 
to be drilled at a standard gas well location thereon. Also to be considered w i l l be the cost of d r i l l i n g and 
completing said well and the allocation of the cost thereof as well as actual operating costs and charges for 
supervision, designation of applicant as operator of the well and a charge for risk involved in d r i l l i n g said 
well. Said unit is located approximately 15 miles west by north of Elkins, New Mexico. 

CASE 9788: Application of Yates Petroleum Corporation for directional d r i l l i n g and an unorthodox gas well location, Eddy 
County, New Mexico.- .Applicant, in the above-styled cause, seeks authorization to directionally d r i l l a well 
from a surface location of 563 feet from the South line and 2125 feet from the East line (Unit 0) of Section 
11, Township 20 South, Range 29 East, to an unorthodox bottomhole gas well location in the Morrow formation 
within 50 feet of a point 2480 feet from the North line and 1980 feet from the East line (Unit G) of Section 
14, Township 20 South, Range 29 East, the E/2 of said Section 14 to be dedicated to said well forming a standard 
320-acre gas spacing and proration unit for the Undesignated East Burton Flat-Morrow Gas Pool. This well 
location is approximately 4 miles north-northwest of the junction of U.S. Highway 62/180 and New Mexico State 
Highway 31. 

CASE 9700: (Readvertised) 

Application of Yates Petroleum Corporation for compulsory pooling, Eddy County, New Mexico. Applicant, in the 
above-styled cause, seeks an order pooling a l l mineral interests from the surface to the base of the Morrow 
formation underlying Lots 1 through 4, and the S/2 N/2 (N/2 equivalent) of Section 2, Township 20 South, Range 
24 East, forming a standard 319.04-acre gas spacing and proration unit for any and a l l formations and/or pools 
developed within said vertical extent being developed on 320-acre spacing (which presently includes but is not 
necessarily limited to the Undesignated Dagger Draw-Strawn Gas Pool, Undesignated Dagger Draw-Atoka Gas Pool, 
Undesignated North Cemetery-Atoka Gas Pool, Undesignated Cemetery-Morrow Gas Pool, and the Undesignated Hoag 
Tank-Morrow Gas Pool) and Lots 3 and 4 and the S/2 NW/4 (NW/4 equivalent) of said Section 2 to form a standard 
160-acre spacing and proration unit for a l l formations and/or pools developed on 160-acre spacing (which 
presently includes but is not necessarily limited to the Undesignated Dagger Draw-Wolfcamp Gas Pool and the 
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Undesignated North Dagger Draw-Upper Pennsylvanian Pool). Both aforementioned units are to be dedicated to a 
well to be drilled at a standard location 1980 feet from the North and West lines (Unit F) of said Section 2. 
Also to be considered w i l l be the cost of d r i l l i n g and completing said well and the allocation of the cost 
thereof as well as actual operating costs and charges for supervision, designation of applicant as operator of 
the well and a charge for risk involved in d r i l l i n g said well. Said well location is approximately 8 miles west 
by north of Seven Rivers, New Mexico. 

CASE 9725: (Continued from October 4, 1989, Examiner Hearing.) 

Application of Yates Petroleum Corporation for an unorthodox gas well location, Chaves County, New Mexico. 
Applicant, in the above-styled cause, seeks approval for an unorthodox gas well location for it s Red Rock "NB" 
Federal Well No. 2 to be drill e d 330 feet from the South line and 1980 feet from the West line (Unit N) of 
Section 28, Township 6 South, Range 25 East, Pecos Slope-Abo Gas Pool, the SW/4 of said Section 25 to be 
dedicated to said well forming a standard 160-acre gas spacing and proration unit for said pool. Said well 
location is approximately 13.25 miles north by west of the Pecos River Bridge on U.S. Highway 70. 

CASE 9789: Application of Mobil Producing Texas and New Mexico Inc. for pool creation and special pool rules, or in the 
alternative for pool extension, Rio Arriba County, New Mexico. Applicant, in the above-styled cause, seeks 
the creation of a new pool for the production of o i l from the Mancos formation comprising a l l of Section 15, 
Township 23 North, Range 1 West, and for the promulgation of special rules and regulations therefor including 
provisions for 640-acre spacing and proration units, designated well location requirements, and the assignment 
of a special depth bracket allowable. IN THE ALTERNATIVE, the applicant seeks to extend the West Puerto 
Chiquito-Mancos Oil Pool to include a l l of Sections 3, 10 and 15, Township 23 North, Range 1 West. Applicant 
further requests that the effective date of any order issued in this case be the date of this hearing. Said 
area is located approximately 3 miles north-northeast of Regina, New Mexico. 

CASE 9790: Application of Mallon Oil Company for pool creation and special pool rules, Rio Arriba County, New Mexico. 
Applicant, in the above-styled cause, seeks the creation of a new pool for the production of gas from the 
Mesaverde formation comprising alt of Sections 1 through 3, 10 through 15 and 22 through 24, Township 25 North, 
Range 2 West, and for the promulgation of special rules and regulations therefor including provisions for 320-
acre spacing and proration units and designated well location requirements. Said area is bounded to the east 
by the Santa Fe National Forest and to the west by State Highway No. 95, extending three miles north and one 
mile south of Lindrith, New Mexico. 

CASE 9791: Application of Bannon Energy Incorporated for extension and contraction of certain pools in Rio Arriba County, 
New Mexico. Applicant, in the above-styled cause, seeks to contract the Lybrook-Gal I up Oil Pool by the deletion 
of the NEA SW/4, S/2 SW/4, and SW/4 SE/4 of Section 31, Township 24 North, Range 6 West, to contract the 
Counselors Gailup-Dakota Oil Pool by the deletion of the NE/4 of Section 6 and N/2 of Section 5, both in 
Township 23 North, Range 6 West, and to extend the Escrito-Gallup Associated Pool to include therein the E/2 
NEA, NW/4, and S/2 of Section 31, Township 24 North, Range 6 West, and the NE/4 of Section 6 and N/2 of Section 
5, both in Township 23 North, Range 6 West. This area is located approximately 3 miles northeast of the 
Southern Union Gas Company Lybrook Plant. 

CASE 9792: Application of R. E. Hibbert for directional d r i l l i n g and an unorthodox gas well location, Eddy County, New 
Mexico. Applicant, in the above-styled cause, seeks authorization to sidetrack from it s existing Ridge State 
Well No. 1 located at a previously approved unorthodox gas well location (NSL-2551) 360 feet from the North 
line and 1980 feet from the West line (Unit C) of Section 17, Township 24 South, Range 25 East, and directionally 
d r i l l to an unorthodox gas well location in the Mosley Canyon-Strawn Gas Pool within 50 feet of a point 360 feet 
from the North line and 980 feet from the West line (Unit D) of said Section 17, the S/2 of said Section 17 to 
be dedicated to said well forming a standard 320-acre gas spacing and proration unit for said pool. This well 
is located approximately 4.5 miles northwest of Whites City, New Mexico. 

CASE 9793: In the matter of the hearing called by the Oil Conservation Division on i t s own motion for an order creating, 
contracting, reclassifying, and extending certain pools in Lea County, New Mexico. 

(a) CREATE a new pool in Lea County, New Mexico, classified as an o i l pool for Delaware production and 
designated as the West Tonto-Delaware Pool. The discovery well is the Mitchell Energy Corporation Federal 
SB Well No. 1 located in Unit J of Section 12, Township 19 South, Range 32 East, NMPM. Said pool would 
comprise: 

TOWNSHIP 19 SOUTH. RANGE 32 EAST. NMPM 
Section 12: SE/4 

(b) RECLASSIFY the Oil Center-Glorieta Gas Pool in Lea County, New Mexico, to the Oil Center-Glorieta Oil Pool, 
because four of the five wells producing in this pool are classified as o i l wells and because of low GOR's. 
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(c) CONTRACT the Arrowhead-Grayburg Pool in Lea County, New Mexico, by the deletion of the following described 
area: 

TOWNSHIP 22 SOUTH. RANGE 37 EAST. NHPM 
Section 18: SE/4 

(d) EXTEND the Antelope Ridge-Atoka Gas Pool in Lea County, New Mexico, to include therein: 

TOWNSHIP 22 SOUTH. RANGE 34 EAST. NMPM 
Section 27: S/2 

TOWNSHIP 23 SOUTH. RANGE 34 EAST. NMPM 
Section 14: E/2 

e) EXTEND the East Gem-Morrow Gas Pool in Lea County, New Mexico, to include therein: 

TOWNSHIP 19 SOUTH. RANGE 33 EAST. NMPM 
Section 23: S/2 
Section 26: NE/4 

(f ) EXTEND the Imperial Tubb-Drinkard Pool in Lea County, New Mexico, to include therein: 

TOWNSHIP 23 SOUTH. RANGE 37 EAST. NMPM 
Section 16: S/2 

(g) EXTEND the Langlie Mattix-Seven Rivers-Queen-Grayburg Pool in Lea County, New Mexico, to include therein: 

TOWNSHIP 22 SOUTH. RANGE 37 EAST. NMPM 
Section 18: SE/4 

(h) EXTEND the Lusk-Atoka Gas Pool in Lea County, New Mexico, to include therein: 

TOWNSHIP 19 SOUTH. RANGE 32 EAST. NMPM 
Section 19: E/2 

( i ) EXTEND the East Lusk-Bone Spring Pool in Lea County, New Mexico, to include therein: 

TOWNSHIP 19 SOUTH. RANGE 32 EAST. NMPM 
Section 25: W/2 
Section 26: NE/4 

( j ) EXTEND the West Lusk-Delaware Pool in Lea County, New Mexico, to include therein: 

TOWNSHIP 19 SOUTH. RANGE 32 EAST. NMPM 
Section 17: SE/4 

(k) EXTEND the Mescalero Escarpe-Bone Spring Pool in Lea County, New Mexico, to include therein: 

TOWNSHIP 18 SOUTH. RANGE 33 EAST. NMPM 
Section 15: SE/4 

(I ) EXTEND the Nadine Drinkard-Abo Pool in Lea County, New Mexico, to include therein: 

TOWNSHIP 19 SOUTH. RANGE 38 EAST. NMPM 
Section 22: SE/4 

(m) EXTEND the Tonto-Seven Rivers Pool in Lea County, New Mexico, to include therein: 

TOWNSHIP 19 SOUTH. RANGE 33 EAST. NMPM 
Section 14: NW/4 
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DOCKET: COMH1SSI0H HEARING - THURSDAY - OCTOBER 19. 1989 

9:00 A.M. - MORGAN HALL, STATE LAND OFFICE BUILDING 
SANTA FE, NEW MEXICO 

CASE 9611: (De Novo) (Continued from August 17, 1989, Commission Hearing.) 

Application of The Petroleum Corporation of Delaware for an unorthodox gas well location, Eddy County, New 
Mexico. Applicant, in the above-styled cause, seeks approval for an unorthodox gas well location 660 feet from 
the South and West lines (Unit M) of Section 1, Township 20 South, Range 29 East, Undesignated East Burton Flat-
Morrow Gas Pool, the S/2 of Section 1 to be dedicated to the well forming a standard 320-acre gas spacing and 
proration unit for said pool. Said location is approximately 3.5 miles west of the Eddy Potash Inc. Mine and 
Refinery. Upon application of The Petroleum Corporation of Delaware, this case will be heard De Novo pursuant 
to the provisions of Rule 1220. 

CASE 9617: (De Novo) (Continued from September 21, 1989, Commission Hearing.) 

Application of Curry and Thornton for an unorthodox oil well location and a non-standard proration unit, Chaves 
County, New Mexico. Applicant, in the above-styled cause, seeks approval for an unorthodox oil well location 
1980 feet from the South line and 2475 feet from the West line (Unit K) of Section 9, Township 14 South, Range 
29 East, Undesignated North King Camp-Devonian Pool, the E/2 W/2 of said Section 9 to be dedicated to a well 
forming a non-standard 160-acre oil spacing and proration unit for said pool. Said location is approximately 
17 miles east of Hagerman, New Mexico. Upon application of Santa Fe Exploration Company and Curry and Thornton, 
this case will be heard De Novo pursuant to the provisions of Rule 1220. 

CASE 9670: (De Novo) (Continued from September 21, 1989, Commission Hearing.) 

Application of Stevens Operating Corporation to amend Division Order No. R-8917, directional drilling and an 
unorthodox oil well location, Chaves County, New Mexico. Applicant, in the above-styled cause, seeks to amend 
Division Order No. R-8917 to allow for re-entry of the currently plugged and abandoned Philtex Honolulu Federal 
Well No. 1 located 1980 feet from the South and West lines (Unit K) of Section 9, Township 14 South, Range 29 
East, NMPM, North King Camp-Devonian Pool, in lieu of drilling a new well at the unorthodox location approved 
by said Order. Applicant further seeks approval to directionally d r i l l said Philtex Honolulu Federal Well No. 
1 to a depth of approximately 9894 feet, and to bottom said well at an unorthodox bottomhole location at a point 
1947 feet from the South line and 2562 feet from the West line of said Section 9. A 160-acre non-standard 
proration unit consisting of the E/2 W/2 of said Section 9. (Approved by Order No. R-8917) is to be dedicated 
to the above described well. Said location is approximately 17 miles east of Hagerman, New Mexico. Upon 
application of Santa Fe Exploration Company, this case will be heard De Novo pursuant to the provisions of Rule 
1220. 

CASE 9697: (Continued from September 21, 1989, Commission Hearing.) 

Application of Santa Fe Exploration Company for amendment of the special rules and regulations for the North 
King Camp-Devonian Pool, Chaves County, New Mexico. Applicant, in the above-styled cause, seeks to amend Rule 
6 of the Special Rules and Regulations for the North King Camp-Devonian Pool as promulgated by Division Order 
No. R-8806 by establishing a special depth bracket allowable of 350 barrels of oil per day for the pool 
(pursuant to General Rules 505[d]. Said pool presently comprises the SE/4 of Section 9, Township 14 South, 
Range 29 East and is located approximately 17 miles east of Hagerman, New Mexico. 



CAMPBELL 8 BLACK, P.A. 
L A W Y E R S 

J A C K M . C A M P B E L L J E F F E R S O N P L A C E 

B R U C E D . B L A C K 
S U I T E I - I I O N O R T H G U A D A L U P E 

M I C H A E L B . C A M P B E L L 

W I L L I A M F. C A R R 

B R A D F O R D C . B E R G E * 

P O S T O F F I C E B O X 2 2 0 S 

SANTA FE, NEW MEXICO 87504-2208 
M A R K F. S H E R I D A N 

T E L E P H O N E : ( 5 0 S ) 9 8 S - 4 4 2 I 
J . S C O T T H A L L 

J O H N H . B E M I S T E L E C O P I E R : ( S O S I 9 8 3 - 6 0 4 3 

W I L L I A M P. S L A T T E R Y 

M A R T E D . L I G H T S T O N E 

P A T R I C I A A . M A T T H E W S 

September 15, 1989 
MCEIVEQ 

SEP I 5 v 
HAND-DELIVERED 

Wi l l i a m J. LeMay, D i r e c t o r 
O i l Conservation D i v i s i o n ,j'L C0f*JS£RVA]/ON DlVisjow 
New Mexico Department of Energy, 
Minerals and Natural Resources 

State Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 87503 

Re: Case No. 9617: 
A p p l i c a t i o n of Curry & Thornton f o r an Unorthodox O i l 
Well Location and Non-Standard P r o r a t i o n U n i t , Chaves 
County, New Mexico 

A p p l i c a t i o n of Stevens Operating Corporation t o Amend 
D i v i s i o n Order R-8917, D i r e c t i o n a l D r i l l i n g , and an 
Unorthodox O i l Well Location, Chaves County, New Mexico 

Case No. 9697: 
A p p l i c a t i o n of Santa Fe E x p l o r a t i o n Company f o r Amendment 
of the North-King Camp Devonian O i l Pool, Special Pool 
Rules, Chaves County, New Mexico 

Dear Mr. LeMay: 

This l e t t e r i s t o request t h a t the Commission hearings i n each of 
the above-referenced cases scheduled f o r September 21, 1989 be 
continued and rescheduled i n October, 1989. 

This continuance w i l l enable the p a r t i e s t o attempt t o reach a 
vo l u n t a r y agreement f o r the development of the North King Camp 
Devonian O i l Pool. 

Case No.C 9670j--



W i l l i a m J. LeMay, D i r e c t o r 
O i l Conservation D i v i s i o n 
September 15, 1989 
Page Two 

Ernest L. P a d i l l a , a t t o r n e y f o r Santa Fe E x p l o r a t i o n Company j o i n s 
w i t h me i n t h i s request f o r continuance. 

To avoid scheduling c o n f l i c t s , Stevens Operating Corporation also 
requests, t h a t the October hearings i n these cases be set d u r i n g 
the f o u r t h week of October, 1989. 

Your a t t e n t i o n t o t h i s matter i s appreciated. 

ERNEST L. PADILLA 
ATTORNEY FOR SANTA FE EXPLORATION COMPANY 

ING CORPORATION 

WFC:mlh 
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Dockets Hos, 29-89 and 30-89 are tentatively set for October 4 and October 18, 1989. Applications for hearing lust be filed at 
least 22 days in advance of hearing date. 

DOCKET: EXAMINER HEARING - WEDNSSDAY - SEPTEMBER 20, 1989 
8:15 A.M. - OIL CONSERVATION DIVISION CONFERENCE ROOM, 

STATE LAND OFFICE BUILDING 
SANTA IE, N2¥ MEXICO 

The following cases will be heard before David R. Catanach, Exaainer, or Michael E. Stogner, or Victor T. Lyon, Alternate Examiners: 

CASE 9712: (Continued froa Septeaber 6, 1989, Exaainer Hearing.) 

In the aatter of the hearing called by the Oil Conservation Division on its own aotion to penit Toa l. Ingraa, 
Aaerican Eaployers' Insurance Coapany, and all other interested parties to appear and show cause why the Chappell '5' 
Kell No. 1 located 2310 feet froi the North line and 990 feet froi the Nest line (Unit E) of Section 5, Township 12 
North, Range 30 East, as projected into the unsurveyed Baca Location No. 2 Grant, San Miguel County, New Mexico (which 
is located approximately 9.25 ailes north-northwest of Tucuicari, New Mexico), should not be plugged and abandoned in 
accordance with a Division-approved plugging prograa. 

CASE 9713: (Continued froa Septeaber 6, 1989, Exaainer Hearing.) 

In the latter of the hearing called by the Oil Conservation Division on its own aotion to perait Toa L. Ingraa, Aaerican 
Eaployers' Insurance Coapany, and all other interested parties to appear and show cause why the Gihon "31* Well No. 
1 located 2970 feet froa the South line and IS14 feet frca the East line (Unit G) of Section 31, Township 13 North, 
Range 30 East, as projected into the unsurveyed Baca Location No. 2 Grant/Pablo Montoya Land Grant, San Miguel County, 
New Mexico (which is located approxiaately 10.5 siles north-northwest of Tucuicari, New Mexico), should not be plugged 
and abandoned in accordance with a Division-approved plugging prograi. 

CASE 9757: Application of Yates Petroleum Corporation for a unit agreeaent, Lea County, New Mexico. Applicant, in the above-
styled cause, seeks approval of the Lagarto State Unit Area coaprising 4,404.91 acres, aore or less, of State lands 
underlying all of Sections 1, 12, 13, and 24, Township 11 South, Range 34 East and all or portions of Sections 6, 7, 
18, and 19, Township 11 South, Range 35 East. This area is located approxiaately 11 ailes northwest of Tatua, New 
Hexico. 

CASS 9725: (Continued froa Septeaber 6, 1989, Exaainer Hearing.) 

Application of Yates Petroleua Corporation for an unorthodox gas well location, Chaves County, New Mexico. Applicant, 
in the above-styled cause, seeks approval for an unorthodox gas well location for its Red Rock "NB" Federal Nell No. 
2 to be drilled 330 feet froa the South line and 1980 feet froa the Nest line (Unit N) of Section 28, Township 6 South, 
Range 25 East, Pecos Slope-Abo Gas Pool, the S¥/4 of said Section 25 to be dedicated to said well forming a standard 
160-acre gas spacing aad proration unit for said pool. Said well location is approxiaately 13.25 ailes north by west 
of the Pecos River Bridge on U.S. Highway 70. 

CASE °70Q: (Continued froa September 6, 1989, Examiner Hearing.) 

Application of Yates Petroleua Corporation for coapulsory pooling, Eddy County, New Mexico. Applicant, in the itove-
styled cause, seeks an order pooling all aineral interests froa the surface to the base of the Morrow formation 
underlying Lots 1, 2, 3, and 4 and the S/2 N/2 (H/2 equivalent) of Section 2, Township 20 South, Range 24 East, forming 
a standard 319.04-acre gas spacing and proration unit for any and all foraations and/or pools within said vertical 
extent developed on 320-acre spacing (which presently includes but is not necessarily liaited to the Undesignated Dagger 
Draw-Stravn Gas Pool, Undesignated Dagger Draw-Atoka Gas Pool, Undesignated North Ceaetery-Atoka Gas Pool, Undesignated 
Ceietery-Horrow Gas Pool, and the Undesignated Heag Tank-Morrow Gas Pool) and Lots 3 and 4 and the 3/2 NW/4 (NW/4 
equivalent! of said Section 2 tc fern a standard 159.54-acre spacing and proration unit for all foraations and/or pools 
developed on 160-acre spacing (which presently includes but is not necessarily liaited to the Undesignated Dagger Draw-
Wolfcasp Gas Pool and the Undesignated North Dagger Draw-Upper Pennsylvanian Pool). Both aforejenticned units are tc 
be dedicated to a well to be drilled at a standard location 660 feet froa the North line and 1333 feet :rc: the iest 
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CASE 9743: I Continued froa September 5, 1939. Bzaiaer Hesring.) 

Application of Conoco Inc. for revision cf Division Order No. H-5008 and siiultaneous dedication, Lea County, Sew 
Hexico. Applicant, in the above-styled cause, seeks authority to revise the two Eumont Gas Pool proration units 
described in Division Order So. R-5003 to elisir.ate the 40-acre tract being the SW/4 RW/4 of Section 10. Township :c 
South, Range 37 last, fros said order and to establish a 540-acre non-standard gas proration unit coaprising the SN/4 
of Section 10 and the Wand N/2 E/2 of Section 15, both in said Township 20 South, Range 37 East, to be simultaneously 
dedicated to the Britt *B' Wells Nos. 3, 15, and 25 all located at previously approved unorthodox gas well locations 
in Unit L of Section 15, Unit K of Section 10, and Unit C of Section 15, respectively. Said unit is located 
approxiaately 3.5 ailes south-southeast of Monument, New Mexico. 

CASE 9762: Application of TXO Production Corp. for directional drilling, Eddy County, New Mexico. Applicant, in the abcve-styled 
cause, seeks authorization to directionally drill froa a surface location 900 feet froa the South line and 1315 feet 
froa the West line (Unit N; of Section 11, Township 20 South, Range 29 East, to a standard bottoahole oil weil location 
in the Strawn formation within 50 feet of a point 825 feet froi the North line and 1815 feet froa the West line (Unit 
Cj of Section 14, Township 20 South, Range 29 last, the NE/4 NW/4 of said Section 14 to be dedicated to said well 
forming a standard 40-acre oil spacing and proration unit for the Undesignated South Parkway-Strawn Pocl. This well 
location is approxiaately 4.25 ailes aorth-northwest of the junction of U.S. Highway 62/180 and New Mexico State Highway 
31. 

CASE 9763: Application of TXO Production Corp. for directional drilling, Eddy County, New Mexico. Applicant, in the above-styled 
causa, seeks authorization to directionally drill from a surface location 1C0 feet froa the North line and 1500 feet 
from the East line (Unit 3) of Section 15, Township 20 South, Range 29 East, to a standard bottoahole oil well location 
in the Strawn formation within 50 feet of a point 1815 feet froa the North line and 825 feet from the East line (Unit 
H) of said Section 15, the SS/4 NE/4 of said Section 15 to be dedicated to said well foraing a standard 40-acre oil 
spacing and proration unit for the Undesignated South Parkway-Strawn Pool. This well location is approximately 4 Biles 
northwest of the junction of U.S. Highway 62/180 and New Mexico State Highway 31. 

CASE ?764: Application of Meridian Oil, Inc. for a highly-deviated directional drilling pilot project, unorthodox gas well location 
and an exception to Rule 2(b) of the Special Rules Governing the Blanco-Mesaverde Pool, San Juan County, New Mexico. 
Applicant, m the atove-styled cause, seeks authority to initiate a highly-deviated directional drilling pilot project 
in the equivalent E/2 (Lots 1, 2, 7, 8, 9, 10, 15, and 16) of Section 14, Township 30 North, Range 8 West, forming a 
2S4.20-acre gas spacing and proration unit in the Elanco-Mesaverde Pool, by coaaencing its Howell *E" Well No. 2R at 
an unorthodox surface location 435 feet froa the North line and 1555 feet froa tbe East line of said Section 14, then 
drilling to a true vertical depth of approxiaately 3421 feet then coaaencing a aediua radius curve in a southerly 
direction to encounter the top of the Blanco-Mesaverde Pool at a true vertical depth of approxiaately 4142 feet at which 
point the wellbore will be drilled to the base cf the Blanco-Mesaverde Pool at a true vertical depth of approxiaately 
5415 feet to a terminus at a standard bottomhole location in the SE/4 of said Section 14 being no closer than 790 feet 
frca the outer boundary of the southern half of the subject proration unit. Applicant further seeks an exception to 
Rule 2(b) of the Special Rules and Regulations for the Blanco-Mesaverde Pool as promulgated by Division Order No. R-
£170, as aaended, allowing a third well to be drilled and produced on an existing proration unit in which are dedicated 
the Howell "E" Wells Nos. 2 and 2A located in Units A and P, respectively, of said Section 14. Said unit is located 
apcroxiiately 20 Biles east of Aztec, New Mexico. 

CASE 9755: Application of Meridian Oil, Inc. for a highly-deviated directional drilling pilot project, unorthodox gas well location 
and an exception to Rule 2(b) of the Special Rules Governing the Blanco-Mesaverde Pool, San Juan County, New Mexico. 
Applicant, in the above-styled cause, seeks authority to initiate a highly-deviated directional drilling pilot project 
in the equivalent W/2 (Lots 3 and 4, the S/2 NW/4, and the SW/4) of Section 4, Township 30 North, Range ? West, forming 
a 322.70-acre gas spacing and proration unit in the Blanco-Mesaverde Pool, by coaaencing its Riddle Well No.' IS at 
an unorthodox surface location 250 feet :r:a the North line and 830 feet from the West line of said Section 1, then 
drilling to a true vertical depth of approximately 3830 feet then coaaencing a aediua radius curve in a southerly 
direction to encounter the top of the Blanro-Kesaverde Pool at about 4550 feet at which point the wellbore will be 
drilled to ths base c: the Blanco-Mesaverde Pool at a true vertical depth of approxiaately 5750 feet to a terminus 
at a standard bottoahole location in the SW/4 cf said Section 4 being no closer than 790 feet from the outer boundary 
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of the southern half cf the subject proration unit. Applicant further seeks an exception to Rule 21b) of the Special 
Rules and Regulations for the Blanco-Mesaverde Fool as promulgated by Division Order No. R-S170, as amended, allowing 
a third well to be drilled and produced on an existing proration unit in which are dedicated the Riddle Well Nos. 1 
and 1-A located in Units D and L, respectively, of said Section 4. Said unit is located approximately 11 miles east 
of Aztec, New Mexico. " 

CASS 9746: (Readvertised) 

Application of Richmond Petroleui Inc. for compulsory pooling, San Juan County, New Mexico. Applicant, in the above-
styled cause, seeks an order pooling all mineral interests in the Basin-Fruitland Coal Gas Pool underlying the S/2 of 
Section 9, Township 32 North, Range 6 West, forming a standard 320-acre gas spacing and proration unit for said pool, 
said unit is to be dedicated to a well to be drilled at a standard coal gas well location in the SW/4 of said Section 
9. Also to be considered will be the cost of drilling and completing said well and the allocation of the cost thereof 
as well as actual operating costs and charges for supervision, designation of applicant as operator of the well and 
a charge for risk involved in drilling said well. Said unit is located approximately 1/2 mile south of Mile Post No. 
243 which is located on the Colorado/New Hexico stateline. 

CASK 9756: (Continued from September 6, 1933, Examiner Hearing.) 

Application of Bill Eenn, Inc. to amend Division Order Ho. R-3390, Eddy County, New Mexico. Applicant, in the abcve-
styled cause, seeks to amend Division Order No. ?.-3£50r dated March 14, 1989, which authorized the applicant to dually 
complete its Roaring Springs Federal Com. Well No. 1 in the Indian Basin-Upper Pennsylvanian and Indian Basin-Morrow 
Gas Pools at an unorthodox gas well location 1650 feet from the North line and 990 feet form the West line (Unit E) 
of Section 14, Township 21 South, Range 23 East, by allowing the applicant to recomplete up tne hole from the Morrow 
zone to the Strawn formation whereby said well would be dually completed in the Indian Basin-Upper Pennsylvanian Gas 
Pool and the Strawn formation. Said Order No. R-3690 is to be further aiended to include authorization for an 
unorthodox gas well location in the Strawn formation, the N/2 of said Section 14 to be dedicated to said well fcrainu 
a standard 320-acre gas spacing and proration unit for the Strawn interval. Said well is located approximately 1.25 
miles north-northwest of the Marathon Oil Company Indian 3asin Gas Plant. 

CASE 976S: Application of Doyle Hartian for a non-standard gas.proration unit and an unorthodox gas well location, Lea County, 
New Mexico. Applicant, in the above-styled cause, seeks approval for an unorthodox gas well location for its A.L. 
Christmas Well No. 1 to be drilled 990 feet from the North line and 450 feet from the West line (Unit D) of Section 
18, Township 22 South, Range 37 East, Eumont Gas Pool, Lots 1, 2, 3, and 4 of said Section IS to be dedicated to said 
well forming a non-standard 147.96-acre spacing and proration unit for said pool. This unit is located approximately 
4.25 miles southwest of Eunice, New Mexico. 

CASE 9767: In the matter of the hearing called by the Oil Conservation Division on its own motion for an order extending certain 
pools in Rio Arriba, Sandoval, and San Juan Counties, new Mexico. 

(a) EXTEND the Bisti-Lower Gallup Oil Pool in San Juan County, New Mexico, to include therein: 

TOWNSHIP 25 NORTH, RANGE 11 WEST, NMPM 
Section 32: S/2 NW/4 and SW/4 

TOWNSHIP 25 NORTH, RANGE 13 WEST, NMPM 
Section 04: N/2 N/2 

(b) EXTEND the South Bisti-Gallup Oil Pool in San Juan County, New Mexico, to include therein: 

TOWNSHIP 23 NORTH, RANGE 10 WEST, NHPM 
Section 5: S/2 SE/4 
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(c) EXTEND tae Bianco-Pictured Cliffs Pool in Rio Arriba and San Juan Counties, New Hexico, to include therein: 

TOWNSHIP 31 NORTH, RANGE 9 NEST, NMPM 
Section 20: NE/4 

(d) EXTEND the Escrito-Gallup Oil Pool in Ric Arriba and San Juan Counties, New Mexico, to include therein: 

TOWNSHIP 24 NORTH, RANGE 6 WEST, NMPM 
Section 30: E/2 NW/4 

(e) EXTEND the Gavilan-Mancos Oil Pool in Rio Arriba County, New Mexico, to include therein: 

TOWNSHIP 26 NORTH, RANGE 2 WEST, NMPM 
Section 3: All 

|f) EXTEND the West Lindrith Gailup-Dakota Oil Pool in Rio Arriba and Sandoval Counties, New Mexico, to include 
therein: 

TOWNSHIP 26 NORTH, RANGE 4 WEST, NMPM 
Section 2B: S/2 

(g) EXTEND the Lybrook-Gallup Oil Pool in Rio Arriba, Sandoval and San Juan Counties, New Mexico, to include therein: 

TOWNSHIP 23 NORTH, RANGE 7 WEST, NMPM 
Section 15: S/2 N/2 and S/2 
Section 16: N/2 and N/2 SE/4 

(h) EXTEND the North Pinion-Fruitland Sand Pool in San Juan County, New Mexico, to include therein: 

TOWNSHIP 2° NORTH, RANGE 12 WEST, NHPH 
Section 29: NW/4 

Docket 2B-89 

DOCKET: COMMISSION HEARING - THURSDAY • SEPTEMBER 21, 1989 

9:00 A.M. - MORGAN HALL, STATE LAND OEEICE BUILDING 
SANTA ?E, NEW MEXICO 

CASE 9768: In the natter of the hearing called by the Oil Conservation Division on its own aotion to aaend Rules 0.1, 106, 111, 
117, 118, 301, 303, 309-C, 503, 505, 506, 509, 1100, 1113, 1122, and 1304 of the General Rules and Regulations for the 
New Mexico Oil Conservation Division. These changes are primarily to clarify language and do not change the iapact 
of the rules. Copies of the proposed changes can be obtained froi the Division's office in Santa fe. 

CASE 9769: In the natter of the hearing called by the Oil Conservation Division of the Energy, Minerals and Natural Resources 
Departaent on its own aotion to aaend General Rules 312 and 711 to require bonds for treating plants to be in place 
prior to the coaaenceaent of construction instead of at the tiae of application. 
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CASS 9657 : (DeNovo) (Continued and Readvertised.) 

Application of Midland Phoenix Corporation for aa unorthodox gas well location and compulsory pooling, Lea Coonty, 
New Hexico. Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the Undesignated 
Pitchfork Ranch-Atoka Gas Pool and the Undesignated Pitchfork Ranch-Morrcw Gas-Pool underlying the 1/2 of Section 34, 
Township 24 South, Range 34 East, to form a standard 320-acre gas spacing and proration unit for both pools, to be 
dedicated to a well to be drilled at an unorthodox gas well location 660 feet from the South line and 1930 feet from 
the East line (Unit C) of said Section 34. Also to be considered will be the cost of drilling and completing said well 
and the allocation of the cost thereof as well as actual operating costs and charges for supervision, designation of 
applicant as operator of the well and a charge for risk involved in drilling said well. Said unit is located 
approximately 3 miles west-southwest of the Junction of Old State Highway No. 128 and County Road No. 2. Upon 
application of Enron Oil and Gas Company, this case will be heard De Novo pursuant to the provisions of Rule 1220. 

CASE 9543: (Ce Novo) (Continued and Readvertised.) 

Application of Meridian Oil, Inc. for compulsory pooling, San Juan County, New Mexico. Applicant, in the above-styled 
cause, seeks an order pooling all mineral interests ia the Basin-Eruitland Coal Gas Pool underlying the N/2 of Section 
16, Township 32 North, Range 10 Nest, forming a standard 320-acre gas spacing and proration unit for said pool, to be 
dedicated to its EPNG Com C Nell No. 100 to be drilled at a standard gas well.location in the NE/4 SH/4 lUait R) of 
said Section 16. Also to be considered will be the cost of drilling and completing said well and the allocation of 
the cost thereof as well as actual operating costs and charges for supervision, designation of applicant as operator 
of the well and a charge for risk involved in drilling said well. Said unit is located approximately 3.1 miles north 
of Cedar Hill, New Mexico. Upcn applicaticn of Fina Oil and Chemical Company, this case will be heard De Novo pursuant 
to the provisions of Rule 1220. 

CASS 9544: (De Novo) (Continued and Readvertised.) 

Application of Meridian Oil, Inc. for compulsory pooling, San Juan County, New Mexico. Applicant, in the above-styled 
cause, seeks an order pooling all mineral interests in the Basin-Eruitland Coal Gas Pool underlying the E/l of Section 
16, Township 22 North, Range 10 Nest, forming a standard 320-acre gas spacing and proration unit for said pool, to be 
dedicated to its Burroughs Com A Well No. 100 to be drilled at a standard gas well location in the sw/4 NE/4 (Unit 
G) of said Section 15. Also to be considered will be the cost of drilling and completing said well aad the allocation 
of the cost thereof as well as actual operating costs and charges for supervision, designation of applicant as operator 
of the weil and a charge for risk involved in drilling said well. Said unit is located approximately 3.1 miles north 
of Cedar Hill, New Hexico. Upon application of Eina Oil and Chemical Company, this case will be heard De Novo pursuant 
to the provisions of Rule 1220. 

CASS 9517: (De Novo) (Continued from August 17, 1939. Coanission Hearing.) 

Application of Curry and Thornton for an unorthodox oil well location and a non-standard proration unit. Chaves County, 
New Hexico. Applicant, ia the above-styled cause, seeks approval for aa uaorthodox oil well location 1980 feet from 
the South line and 2475 feet from the Nest line (Unit R) of Section 3, Township 14 South, Range 29 East, Undesignated 
North King Camp-Devonian Pool, the E/2 W/2 of said Section 9 to be dedicated to a well forming a non-standard 160-
acre oil spacing and proration unit for said pool. Said location is approximately 17 miles east of Hagerman, New 
Mexico. Upon application of Santa ie Exploration Company and Curry and Thornton, this case will be heard De Novo 
pursuant to the provisions of Rule 1220. 
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CASE 9670: (De Novo) (Continued and Readvertised.) 

Applicaticn of Stevens Operating Corporation to izir.i Division Order No. R-8917, directional drilling and an unorthodox 
oil well location, Chaves County, New Mexico. Applicant, is the above-styled cause, seeks to amend Division Order No. 
R-8917 to allow for re-entry of the currently pLoged and abandoned Philtex Honolulu Federal Kell No. 1 located 1980 
feet froi the South and West lines (Unit E) of Section 9, Township H South, Range 29 East, NMPM, North King Caap-
Devonian Pool, in lieu of drilling a new well at the unorthodox location approved by said Order. Applicant further 
seeks approval to directionally drill said Philtex Honolulu Federal Well No. 1 to a depth of approxiaately 9894 feet, 
and to bottoa said well at an unorthodox bottoahole location at a point 1947 feet froa the South line and 2562 feet 
froa the West line of said Section 9. A 160-acre non-standard proration unit consisting of the E/2 w/2 of said Section 
9. (Approved by Order No. R-8917) is to be dedicated to the above described well. Said location is approxiaately 17 
ailes east of Hageraan, New Mexico. Upon application of Santa fe Exploration Coapany, this case will be heard De Novo 
pursuant to the provisions of Rule 1220. 

• CASE 9697: (Continued froa August 17, 1989, Coaaission Hearing.) 

Application of Santa Fe Exploration Coapany for aaendient of the special rules and regulations for the North King Camp-
Devonian Pool, Chaves County, New Mexico. Applicant, ia the above-styled cause, seeks to aaend Rule 6 of the Special 
Rules and Regulations for the North King Camp-Devonian Pool as promulgated by Division Order No. R-3806 by establishing 
a special depth bracket allowable of 350 barrels of oil per day for the pool (pursuant to General Rules 505(d). Said 
pooi presently comprises the SE/4 of Section 9, Township 14 South, Range 29 East and is located approximately 17 miles 
east of Hageraan, Naw Mexico. 



STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 
OIL CONSERVATION DIVISION 

uARRf'y CAAPUTHERS 

August 28, 1989 
POST OTPiCE SOX 3088 

STATf LAAIO Of f ICS BUItfllNG 
SANTA t i , NfW Mf XICO S7S04 

C5QSJ 827-5800 

Campbell & Black, P.A. 
P.O. Box 2208 
Santa Fe, New Mexico 87504-2208 

Attention: William F. Carr 

RB: Division Case No. 9670, Order 
NO. R-8917-A, Application of 
Stevens Operating Corporation 
to amend Division Order No. R-
8917, Directional Drilling and an 
Unorthodox Oil Well Location, 
Chaves County, New Mexico. 

Dear Mr. Carr: 

Upon reviewing the Eastman Chrlstensen "Report of Sub-Surface Directional 
survey" for the Stevens Operating Corporation Deemar Federal Well No. 1 located 
at a surface location 1974 feet from the South line and 1988 feet from the West line 
(Unit K) of section 9, Township 14 South, Range 29 East, NMPM, North King Camp 
Devonian Pool, Chaves County, New Mexico, the following penalty shall be 
assessed against the top unit allowable for this well, as promulgated by Decretory 
Paragraph No. 5 of said Order No. R-8917-A. 

At the bottom-most perforated interval of 9642 feet (TVD} the location 
of the wellbore was found to be 1948 feet from the South line and 2562 
feet from the West line (Unit K) of said Section 9 or 78 feet from the 
East line of the proration unit. Therefore, P, equals 660 feet minus 
78 feet divided by 660, or: 

The closest well to the subject wellbore is the discovery well (referred 
to in Finding Paragraph No. 4 of R-8917) which is located 1980 feet 
from the South and East lines (Unit J) of said. Section 9 is 739 feet 
apart. Therefore, P» equals 1320 feet minus 739 feet divided by 1320 
or: 

P, = 582/660 • 0.882. 

P, « 581/1320 - 0.440. 
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The top depth bracket allowable for a well in this pool is 515 barrels 
of oil per day (General Rule 505 (a)). Utilizing the penalty formula 
as described in said Order No. R-8917-A for this well: 

(1-P,) x (1-P,) « (1-0.882) X (1-0.440) = 0.0661 or 6.61* 

This well shall be assigned a dally oil allowable as follows: 

The effective date for said penalty of this well's production shall be the date of 
first production. 

wjL/MES/ag / 

cc: Oil Conservation Division - Artesia 
Bob stovall - Santa Fe 
w. Thomas Kellahin - Santa Fe 

Stevens Operating Corp. - Roswell 

(0.0661) (515) - 34.04 barrels/day. 

£0 -4 9 0 0 I t Z » t 01 
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STATE OF NEW 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. 9670 
ORDER NO. R-3917-A 

APPLICATION OF STEVENS OPERATING CORPORATION 
TO AMEND DIVISION ORDER NO. R-8917, 
DIRECTIONAL DRILLING, AND AN UNORTHODOX 
OIL WELL LOCATION, CHAVES COUNTY, NEW MEXICO 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on for hearing at 8:15 a.m. on May 10, 1989, at Santa Fe, 
New Mexico, before Examiner Michael E . Stogner. 

NOW, on this 18th day of May, 1989, the Division Director, having 
considered the testimony, the record and the recommendations of the Examiner, 
and being fully advised in the premises, 

FINDS THAT: 

(1) Due public notice having been given as required by law, the Division 
has jurisdiction of this cause and the subject matter thereof. 

(2) By Division Order No. R-8917, dated April 19, 1989, the applicant in 
Case No. 9617, Curry and Thornton, was authorised to drill a well to test the 
North King Camp-Devonian Pool at an unorthodox oil well location 1980 feet from 
the South line and 2475 feet from the West line (Unit K) of section 9, Township 14 
South, Range 29 East, NMPM, Chaves County, New Mexico. Said Order also 
approved a 160-acre non-standard oil proration unit comprising the E/2 W/2 of 
Section 9 to be dedicated to the above-described well. 

(3) Said Order No. R-8917 also set forth a penalty to be assessed against 
the top unit allowable assigned to the well by utilizing the following formula, based 
on the actual bottomhole location of the wellbore to be determined by a directional 
survey of the completed well: 

a. a penalty ( P J based on the proportion of distance the 
actual location is moved toward the boundary from the 
standard location; 
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b. a penalty (PJ based on the proportion of distance the actual 
location is moved toward the nearest well from the minimum 
distance under the pool rules; and 

c. the product of (1-P,) x (1-PJ. 

(4) The applicant in the immediate case, Stevens operating Corporation, 
which has replaced Curry and Thornton as operator of the E/2 W/2 of said Section 
9, now seeks to amend said Division Order No. R-8917, and in lieu of drilling a 
new well at the previously authorized unorthodox oil well location, be permitted 
to re-enter the plugged and abandoned Philtex Oil Company Honolulu Federal Well 
No. 1 located 1980 feet from the South and West lines (Unit K) of said Section 9, 
wherein the applicant proposes to deviate said well so as to penetrate the North 
King-Camp Devonian Pool at an unorthodox bottomhole oil well location within 500 
feet west of a point 1980 feet from the South line and 2475 feet from the West line 
of said Section 9. 

(5) The subject well in this matter was spudded on November 3, 1961 and 
was drilled to a total depth of 9894 feet where it tested dry in the Devonian 
formation and was subsequently plugged and abandoned. 

(6) The applicant proposes to re-enter said well and drill out the existing 
cement plugs to a depth of approximately 7474 feet, kick-off at this point due 
east, build angle to 15 degrees and hold to a measured depth of approximately 
8913 feet, at which point the angle will be allowed to drop and return to vertical 
to a measured depth of approximately 9450 feet, whereby the hole will be allowed 
to build angle back and drift to the west bottoming at a true vertical depth of 
approximately 9710 feet in the Devonian formation approximately 330 feet west of 
the well's surface location. 

y 

(7) Should said well be a producer, it is the intent of this application 
that all survey and penalty provisions in the original Order No. R-8917 be fully 
applicable with respect to this well. 

(8) Santa Fe Exploration Company, the offset operator to the east of the 
non-standard unit, appeared at the hearing and objected to the existing method 
of assessing a penalty on production from this well and proposed that the top unit 
allowable for this well, regardless of its location within the proposed target area, 
be set at a flat rate of 80 barrels of oil per day. 

(9) the existence of a fault, downthrown to the west, which traverses the 
W/2 of said Section 9 in a north-south direction, resulting in only a small portion 
of the extreme east side of the E/2 W/2 of said Section 9 being potentially 
productive, as described in Case No. 9617 and further in this matter, makes it 
necessary for the applicant to crowd the east line of the unit to adequately drain 
those reserves underlying the unit. By utilizing an existing wellbore to 
directionally drill into the subject reservoir, the cost of developing this acreage 
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should be reduced; therefore approval of the subject application utilizing the 
penalty formula as outlined in said Order No. R-8917 and Finding Paragraph (3) 
above, will afford the applicant the opportunity to produce its just and equitable 
share of the oil in the affected pool, will prevent the economic loss caused by the 
drilling of unnecessary wells, avoid the augmentation of risk from drilling an 
excessive number of weL'.s and will otherwise prevent waste and will serve to 
protect correlative rights in this situation. 

(10) The applicant should be required to determine the subsurface location 
of the kick-off point in the wellbore prior to directional drilling and should 
subsequently be required to conduct a multi-shot directional survey during or 
upon completion of drilling operations from the kick-off point to total depth. 

(11) The applicant should be required to notify the supervisor of the 
Artesia district office of the Division of the date and time said directional surveys 
are to be conducted so that they may be witnessed. The applicant should further 
be required to provide a copy of said directional surveys to the Santa Fe and 
Artesia offices of the Division upon completion. 

(12) The penalty should however be based on that portion of the total 
completion interval closest to the eastern boundary of the unit rather than the 
bottomhole location as provided for in Order No. R-8917 and in Finding Paragraph 
No. (3), above. 

(13) Upon the successful directional drilling and completion of the subject 
well, said Division Order No. R-8917 should be placed in abeyance. 

(14) However, if in the event re-entry into the Honolulu Federal well No. 
1 is unsuccessful, said Division Order No. R-8917 should remain in fu l l force and 
effect and any other order resulting in the immediate case should become void and 
of no further effect. 

IT IS THEREFORE ORDERED THAT: 

(1) The applicant, Stevens Operating Corporation, is hereby authorized 
to re-enter the plugged and abandoned Philtex Oil Company Honolulu Federal Well 
No. 1 located 1980 feet from the South and West lines (Unit K) of Section 9, 
Township 14 South, Range 29 East, NMPM, Chaves County, New Mexico, and 
directionally dr i l l , in the manner described in Finding Paragraph No. (6) of this 
order, so as to penetrate the North King Camp-Devonian Pool within 500 feet west 
of an unorthodox oil well location 1980 feet from the South line and 2475 feet from 
the West line of said Section 9. 

PROVIDED HOWEVER THAT, prior to commencing directional drilling 
operations into said wellbore, the applicant shall establish the location of the 
kick-off point by means of a directional survey acceptable to the Division. 
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PROVIDED FURTHER THAT, during or upon completion of directional 
drilling operations, the applicant shall conduct a multi-shot directional survey 
from the kick-off point to total depth in order that the subsurface bottomhole 
location may be determined. 

(2) The applicant shall notify the supervisor of the Artesia district office 
of the Division of the date and time said directional surveys are to be conducted 
so that they may be witnessed. The applicant shall further provide a copy of said 
directional surveys to the Santa Fe and Artesia offices of the Division upon 
completion. 

(3) the E/2 W/2 of Section 9 shall be dedicated to the above-described 
well forming a previously authorized (R-8917) 160-acre non-standard oil spacing 
and proration unit for said pool. 

(4) Form C-105 shall be filed in accordance with Division Rule 1105 and 
the operator shall indicate thereon true vertical depth in addition to measured 
depths. 

(5) The depth bracket allowable for the well shall be penalized by using 
the following formula, based on that portion of the total completion interval which 
is closest to the eastern boundary of the unit. 

a. a penalty (PJ based on the proportion of distance the 
actual location is moved toward the boundary from the 
standard location; 

b. a penalty (P,) based on the proportion of distance the actual 
location is moved toward the nearest well from the minimum 
distance under the pool rules; and 

c. the product of (1-PJ x (1-PJ. 

(6) Upon the successful directional drilling and completion of the subject 
well, Division Order No. R-8917, issued in Case No. 9617 and dated April 19, 
1989, shall be placed in abeyance until further notice. 

IT IS FURTHER ORDERED, HOWEVER, THAT: 

(7) If in the event re-entry into the Honolulu Federal Well No. 1 is 
unsuccessful, said Division Order No. R-8917 shall remain in full force and effect 
and, at that time, the order in the immediate case (R-8917-A) shall become void 
and of no further effect. 

(8) Jurisdiction of this cause is retained for the entry of such further 
orders as the Division may deem necessary. 
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DONE at Santa Fe, New Mexico, on the day and year hereinabove 
designated. 

STATE OF NEW MEXICO 
OIL CONi'ERVATIObrpr 

S E A L 



STATE OF MEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OP THE HEARING 
CALLED BY THE OIL CONSERVATION 
DIVISION POR THE PURPOSE OF 
CONSIDERING: 

CASE NO. 9617 
ORDER NO. R-8917 

APPLICATION OF CURRY AND THORNTON 
FOR AN UNORTHODOX OIL WELL LOCATION 
AND A NON-STANDARD PRORATION UNIT, 
CHAVES COUNTY, NEW MEXICO 

ORDER Of THE DIVISION 

BY THE DIVISION: 

Thia cause came on for hearing at 8:15 a.m. on March 1, 1989, at Santa Fa, 
New Mexico, before Examiner Victor T. Lyon. 

NOW, on this 19th day of April, 1989, the Division Director, having 
considered the testimony, the record and the recommendations of the Examiner, 
and being fully advised in the premises, 

FINDS THAT: 

(1) Due public notice having been given as required by law, the Division 
has jurisdiction of this cause and the subject matter thereof. 

(2) The applicant, Curry and Thornton, owns the leasehold on the W/2 
of Section 9, Township 14 South, Range 29 East, NMPM, Chaves County, New 
Mexico and desires to drill a well thereon for a non-standard unit consisting of the 
E/2 W/2 of said Section 9 at an unorthodox location 1980 feet from the South line 
and 2475 feet from the west line (Unit K) of said Section 9 in the King camp-
Devonian Pool. 

(3) Santa Fe Exploration and Exxon USA appeared at the hearing and 
opposed the subject application on the basis that the unorthodox location would 
impair correlative rights; and, lf granted, a penalty should be assessed based 
upon an estimate of pool reserves under each tract. 

(4) The discovery well was drilled by Santa Fe Exploration at a standard 
location 1980 feet from the South and East lines of said Section 9. 
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(5) Special pool rules for said pool were promulgated by Order No. R-
8806 after the hearing held in November/ 1988 in case No. 9529, and provided for 
160-acre spacing and proration units consisting of a governmental quarter section 
with the well to be located not less than 660 feet from the unit boundary, nor less 
than 330 feet from an inner quarter-quarter section line, nor less than 1320 feet 
from the nearest well completed in said pool. 

(6) Evidence was introduced in Case No. 9529 that there is a fault, down-
thrown to the west, which traverses the W/2 of said Section 9 in generally a 
north-south direction continuing southward across Section 16. Additional evidence 
was introduced in thia case which substantiates the existence of the fault. 

(7) Santa Fe Exploration drilled a well east of the fault described above 
which was dry at a standard location 660 feet from the North line and 1980 feet 
from the East line of Section 16, one-half mile south of the discovery well. The 
revised geologic interpretation shows a second fault separating the second well 
from the first. 

(8) Evidence indicates that approximately 60 acres east of the fault in the 
E/2 W/2 of Section 9 is potentially productive, ancTERa applicant is entitled to drill 
a well to recover the reserves. 

(9) A non-standard proration unit consisting of the E/2 W/2 would permit 
applicant to drill a single well to recover the oil under his lease, whereas two wells 
drilled for the NW/4 and SW/4 would be uneconomic, unnecessary and would cause 
waste from drilling an unnecessary well. 

(10) There is Inadequate data available to make an estimate of reserves with 
sufficient precision upon which a penalty could be assessed. 

(11) Applicant requests an exception to two of the spacing requirements -
the minimum distance from the outer boundary of the proration unit and the 

minimum distance between wells. 

(12) Evidence at the hearing indicated that it is necessary to crowd the 
east line of the proration unit in order to avoid the fault but that a well could be 
drilled at the minimum distance from the nearest well. 

(13) A penalty (PJ should be assessed for crowding the east line of the 
unit in proportion to the distance moved from a standard location toward that line 
or 495/660 5 0.75. 

(14) A further penalty (p,) should be assessed for crowding the nearest 
well in proportion to the distance the well is moved toward the nearest well from 
the minimum distance permitted, or 495/1320 s 0.375. 

MOANS 1 4 £ l t B M « 1 / f 1 ' > l 
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(15) The combined penalties should be cumulative so that the proportion 
of tha top allowable assigned at the proposed location would be (1-P.) x (1-P,), 
or .25 x .625 s .15625. 

(16) The distance moved toward the offsetting laase together with the 
depth of the well Indicates a strong possibility the well may encroach even closer 
to the Santa Fe Exploration lease or even trespass on that lease, and therefore a 
continuous directional survey should be run on the well and a copy thereof filed 
with the Division so that the true location of the wall at the productive interval 
can be determined. 

(17) The penalty should be based upon the bottomhole location of the well 
using the procedure described in Finding Paragraphs (13) through (15), above. 

(18) The drilling of the well with appropriate penalty as described above 
will afford the applicant the opportunity to produce its Just and equitable share 
of the oil in the affected pool, will prevent the economic loss caused by the drilling 
of unnecessary wells, avoid the augmentation of risk arising from the drilling of 
an excessive number of wells and will otherwise prevent waste and protect 
correlative rights. 

IT IS THEREFORE ORDERED THAT; 

(1) The application of curry and Thornton for an unorthodox oil well 
location for the North Ring Camp-Devonian Pool is hereby approved for a well to 
be located at a point 1980 feet from the South line and 2475 feet from the West line 
of Section 9, Township 14 South, Range 29 East, NMPM, Chaves County, New 
Mexico. 

(2) The E/2 W/2 of said Section 9 shall be dedicated to the above-
described well forming a 160-acre non-standard oil spacing and proration unit for 
said pool. _ 

(3) A continuous ilrec^onalTurvey^all be run on the well and filed with 
the Division so that the bdttomhole-location at the producing interval may be 
determined. 

(4) The depth bracket allowable for the weU shall be penalized by using 
the following formula, based on the bottomhole location of the well: 

a. a penalty (P,) based on the proportion of distance the 
actual location ls moved toward the boundary from the 
standard location; 
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b. a penalty (P,) baaed on the proportion of distance the 
actual location is moved toward the nearest well from the 
minimum distance under the pool rules; and 

c. tha product of (1-P,) x (1-P|). 

(5) Jurisdiction of this cause is 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. 

STATE OF NEW MEXICO 
OIL CONSERVATION BTVISION 

WILLIAM J . LEMAY 
Director 

S E A L 
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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 
OIL CONSERVATION DIVISION 

GARREY CARRUTHERS 
August 28, 1989 

POST OFFICE BOX 2083 
STATE LANO OFFICE BUILDING 

SANTA FE. NEW MEXICO 87504 
(505) B27-5B0Q 

GOVERNOR 

Campbell & Black, P.A. 
P.O. Box 2208 
Santa Fe, New Mexico 87504-2208 

Attention: William F. Carr 

RE: Division Case No. 9670, Order 
No. R-8917-A, Application of 
Stevens Operating Corporation 
to amend Division Order No. R-
8917, Directional Drilling and an 
Unorthodox Oil Well Location, 
Chaves County, New Mexico. 

Dear Mr. Carr: 

Upon reviewing the Eastman Christensen "Report of Sub-Surface Directional 
Survey" for the Stevens operating Corporation Deemar Federal Well No. 1 located 
at a surface location 1974 feet from the South line and 1988 feet from the West line 
(Unit K) of Section 9, Township 14 South, Range 29 East, NMPM, North King Camp 
Devonian Pool, Chaves County, New Mexico, the following penalty shall be 
assessed against the top unit allowable for this well, as promulgated by Decretory 
Paragraph No. 5 of said Order No. R-8917-A. 

At the bottom-most perforated interval of 9642 feet (TVD) the location 
of the wellbore was found to be 1948 feet from the South line and 2562 
feet from the West line (Unit K) of said Section 9 or 78 feet from the 
East line of the proration unit. Therefore, P, equals 660 feet minus 
78 feet divided by 660, or: 

The closest well to the subject wellbore is the discovery well (referred 
to in Finding Paragraph No. 4 of R-8917) which is located 1980 feet 
from the South and East lines (Unit J) of said Section 9 is 739 feet 
apart. Therefore, P2 equals 1320 feet minus 739 feet divided by 1320 
or: 

P, = 582/660 =0.882. 

P2 = 581/1320 = 0.440 
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The top depth bracket allowable for a well in this pool is 515 barrels 
of oil per day (General Rule 505 (a)). Utilizing the penalty formula 
as described in said Order No. R-8917-A for this well: 

(1-P,) x (1-P2) =-(1-0.882) x (1-0.440) = 0.0661 or 6.61% 

This well shall be assigned a daily oil allowable as follows: 

The effective date for said penalty of this well's production shall be the date 
f i rs t production. 

WJL/MES/ag / 

cc: Oil Conservation Division - Artesia 
Bob Stovall - Santa Fe 
W. Thomas Kellahin - Santa Fe 

* Stevens Operating Corp. - Roswell 

(0.0661)(515) = 34.04 barrels/day. 
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NEW MEXICO OIL CONSERVATION COMMISSION 

COMMISSION HEARING 

SANTA FE NEW MEXICO 

Hearing Date OCTOBER 19, 1989 T l m e ; 9:00 A.M. 
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NEW MEXICO OIL CONSERVATION COMMISSION 

COMMISSION HEARING 

SANTA FE NEW MEXICO 

Hearing Date OCTOBER 19, 1989 T l m e . 9:00 A.M. 

NAME REPRESENTING LOCATION 


