STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT

OIL CONSERVATION DIVISION

GARREY CARRUTHERS POST OFFICE BOX 2088
GOVERNOR STATE LAND OFFICE BUILDING
Al_lg‘ust 28 R 1990 SANTA FE, NEW MEXICO 87504

(5051 827-5800

Mr. William F. Carr

Campbell & Black, P.A.

P.0O. Box 2208

Santa Fe, New Mexico 87504-2208

Re: Increased allowable for the North King Camp-Devonian
OCC Order R-95035

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 it will
prevent the waste of the resource.

Sincerely,

William J. LeMay,
Director

WIL:RGS

cc: Ernest L. Padilla, Esq.
W. Thomas Kellahin, Esq.
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HAND-DELIVERED
RECEIVED
Mr. William J. LeMay, Director AUG 22 1990
Oil Conservation Division B
New Mexico Department of 0IL. CONSERVATION DIVISION
Energy and Minerals ;
State Land Office Building *

Santa Fe, New Mexico 87501
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

Page Two

Your attention to this matter is appreciated.

Very truly yours,

WILLIAM F. CARR
WEFC: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. 9529
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 this _9th day of December, 1988, 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.

o

(2) The applicant, Santa Fe Exploration Company, is the

.. owner and operator of the Holmstrom Federal Well No. 1 located

1980 feet from the South and East lines (Unit J) of Section 9,
Township 14 South, Range 29 East, NMPM, Chaves County, New

. Mexico, which was spudded July 29, 1988, drilled to a total depth

of 9,758 feet, and successfully tested in the Devonian formation.

(3) Applicant now seeks the creation of a new pool for the

':-production of 0il from the Devonian formation consisting of the

SE/4 of said Section 9 and the promulgation of temporary special
rules and regulations therefor 1including a provision for 160-
acre spacing and proration units and designated well location
requirements.
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(4) Applicant further seeks the assignment of an oil
. discovery allowable pursuant to Division General Rule 509 to the
above-described well but at the time of the hearing, the
applicant requested this portion of the application be dismissed.

S  '2“~‘1 - (5) The evidence presently available indicates that the
' Voo T aforementioned well has discovered a separate common source of
supply in the Devonian formation from 9728 to 9758 feet.

(6) There is ample evidence in the record on this case L
which indicates that the Devonian formation encountered in the )
above-described well is of high permeability and that the N
drainage radius of the well will be in excess of 40 acres.

: (7) 1In order to 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,
prevent reduced recovery which might result from the drilling of

"too few wells, and to otherwise prevent waste and protect R
correlative rights, temporary special rules and regulations

~ providing for 160-acre spacing units should be promulgated for
zthe proposed pool. .

e (8) The temporary special rules and regulations should also T\
- provide for restrictive well locations in order to assure orderlysn
. development of the pool and protect correlative rights.

(9) At the request of the applicant, temporary special
. _rules and regulations for the proposed pocl should be established
“  for a two-year period in order to allow the operators in the
-subject pool to gather sufficient reservoir information to show
that an l160-acre unit in the area can be efficiently and
economically drained and developed by one well.

(10) At the time of the hearing, the applicant requested
that the proposed pool be designated the McAlpine-Devonian Pool- ,
or in the alternative the North Lucky Lake-Devonian Pool; however,yi'
neither name 1s acceptable at this time. B

(11) A new pool classified as an oil pool for Devonian .
production should be created and designated the North King Camp- -
Devonian Pool, with vertical limits to include the Devonian
formation and the horizontal limits 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 in
November, 1990, at which time the operators in 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.

IT IS THEREFORE ORDERED THAT:

(1) Pursuant to the application of Santa Fe Exploration

Company a new pool in Chaves County, New Mexico, classified as an. e

oil pool for Devonian production, is hereby created and
designated the North King Camp-Devonian Pool, with vertical
limits comprising the Devonian formation, and the horizontal
limits comprising the following described area:

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

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

SPECIAL RULES AND REGULATIONS
FOR THE .
NORTH KING CAMP-DEVONIAN POOL

RULE 1: Each well completed or recompleted in the North
King Camp-Devonian Pool or in the Devonian formation within one
mile thereof, and not nearer to or within the limits of another
designated Devonian oil pool, shall be spaced, drilled operated
and produced in accordance with the Special Rules hereinafter set
forth.

RULE 2: Each well shall be located on a standard unit
containing 160 acres, more or less, substantially in the form of
a square, which is a governmental quarter-section being a legal
subdivision of the United States Public Lands Survey.

RULE 3: The Director of the 0il 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 filed for a non-standard unit consisting of
less than 160 acres or the unorthodox size or shape of the tract
is due to a variation in the legal subdivision of the United
States Public Land Surveys. All operators offsetting the

SE et




' to the outer boundary of the proration unit or 330 feet to any
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proposed non-standard unit shall be notified of the application
by registered or certified mail, and the applicaticon shall stat§
that such notice has been furnished. The Director may approve -3
the application upon receipt of written waivers from all offset
operators or if no offset operator has entered an objection to
the formation of the non-standard unit within 30 days after the
Director has received the application.

—-RULE 4: Each well shall be located no nearer than 660 feet

governmental gquarter-quarter section line or subdivision inner
bouridary; HOT neadfer than 1320 feet to the nearest well drilling
to or capable of producing from the samé pocl. T

RULE 5: The Division Director may grant an exception to
the requirements of Rule 4 without hearing when an application
has been filed for an unorthodox location necessitated by
topographical conditions or the recompletion of a well previously
drilled to another horizon. All operators offsetting the
proposed location shall be notified of the application by
registered or certified mail, and the application shall state
that such notice has been furnished. The Director may approve
the application upon receipt of written waivers from all
operators offsetting the proposed location or if no objection to
the unorthodox location has been entered within 20 days after the
Director has received the application,

RULE 6: The allowable for a standard proration unit (158
~ through 162 acres) shall be based on a depth bracket allowable of
‘515 barrels per day, and in the event there is more than one well
on a l60-acre proration unit, the operator may produce the
allowable assigned to the unit from the wells on the unit in any

' " ‘proportion. The allowable assigned to a non-standard proration

unit shall bear the same ratio to a standard allowable as the
" acreage in such non-standard unit bears to 160 acres.

IT IS FURTHER ORDERED THAT:

{3) The location of all wells presently drilling to or

‘completed in the North King Camp-Devonian Pool or in the Devonian

formation within one mile thereof are hereby approved; the
operator of any well having an unorthodox location shall notify
the Hobbs District Office of the Division in writing of the name
and location of the well within 30 days from the date of this
order.
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(4} Pursuant to Paragraph A. of Section 70-2-18, N.M.S.A
1978 Comp., contained in Laws of 1969, Chapter 271, existing oil
wells in the North King Camp-Devonian Pool shall have dedicated
thereto 160 acres in accordance with the foregoing pool rules;
or, pursuant to Paragraph C. of said Section 70-2-18, existing
wells may have non-standard spacing or proration units
established by the Division and dedicated thereto.

Failure to file new Forms C-102 with the Division dedicating
160 acres to a well or to obtain a non-standard unit approved by
the Division within 60 days from the date of this order shall
subject the well to cancellation of allowable until a non-
standard spacing unit has been approved and , subject to said 60-
day limitation, each well presently drilling to or completed in
the North King Camp-~Devonian Pool or in its corresponding
vertical limits as described in Ordering Paragraph No. (1) above,
or within one mile thereof, shall receive no more than one-fourth
of a standard allowable for said pool.

(5) This case shall be reopened at an examiner hearing in¢
November 1990 at which time the operators in the subject pocl may
appear and show cause why the North King Camp-Devonian Pool
temporary rules promulgated herein should not be rescinded.

(6) 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
O1L CONSERVAT%ON/BIVISION

WILLIAM J. LHEHMAY
Director

SEAL |




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 SwW/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 (P,) 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 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-P,) x (1-P,),
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 (P,) 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-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

WILLIAM J. LEMAY
Director

SEAL
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STATE OF NEW MEXICO

ENERGY, MINERALS AND NATURAL RESQURCES DEPARTMENT

OiL CONSERVATION DIVISION
GARREY CARRUTHERS ' POSY OFFICE 80X 2088
SCVERNOR August 28, 1989 : : STATE LAND OFFICE BULDING
CANTA FE NEW MEXICO 7504
(5032 827.5800

Campbell & Black, P.A.

P.0O. Box 2208
Santa Fe, New Maxico 87504-2208

Attenton: willlam P. 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 Ol Well Location,
Chaves County, New Maxico.

Dear Mr, Carr:

Upon reviewing the Eastman Christensen "Report of Sube-Surface Directional
Survey" for the Stavens 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 X) 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:

P, = 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 (Unit J) of said Section 9 is 7395 feet
apart. Therafors, P, equals 1320 feet minus 739 feet divided by 1320
or: :

P, = 581/1320 = 0.440.

[T128 24 01‘ AIAANS 9 ¥I10¥d WOII 19189 6861,18/89
zo°d
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The top depth bracket allowable for a well in this pool is 515 barrels

of ofl per day (General Rule 505 (a}). Utlizing 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 daifly oil allowable as follows:
(0.0661)(515) = 34.04 barrels/day.

The effective date for saild penalty of this well's production shall bo the date of
first production.

Sincerely,
william J. LeMay
Director

WJIL/MES/ag
ce: 0Oil Conservation Division = Artesia

Bob Stovall - Santa Fe
w. 'rhomas Kellahin Santa Fe

R tavens 0perating Corp o= Roswell

d 98014291 OL YFGANS 9. 81TI4Q6d WONd ZHiBB ERET/ IS /RA



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 dlrectional
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;
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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-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 sald 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 3. .

{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 sald 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 reservolr, 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 Paragrarh (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 wszlls 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 tetal dapth.

(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 completicn of the subject
well, said Division Order No. R-2917 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 full 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 Oil Company Honolulu Federal wWell
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 drill, 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 directicnal
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 Secton 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,).

(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) 1f in the event re-entry into the Honolulu Federal wWell 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 vyear hereinabove
designated.

STATE OF NEW MEXICO
OIL CONSERVATIO IVISION

WILLIAM J. LE
Director

SEAL
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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. 9617
ORDER NO. R-8917

APPLICATION OF CURRY AND THORNTON
FOR AN UNORTHODOX OIL WBLL 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 re,
New Mexico, before Examiner Victor T. Lyon.

NOW, on this 1 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 Bection 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

B/2 W/2 of said Section 9 at an unorthodox location 1980 faet from the South lne

and 2475 feet from the West line (Unit R) of said Section 9 in the Ring 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 agsessed 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.

Aau



£’

Case No. 9617
Order No. R-8917
Page No. 2

(5) 8pecial 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 fset 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 wW/2 of sald Section 9 in generally a
north-south direction continuing southward across Ssection 16. Additional sevidence
was introduced in this case which substantiates the existence of the fault.

(7) 8anta re 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 wall
from the first. '

(8) Evidence indicates that approximately 60 s east of the fault in the
E/2 W/2 of Section 9 is potentially productive, and the applicant is antitled to arill
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 wall 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 resarves with
sufficient precision upon which a penalty could ba 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 in order to avoid the fault but that a well could be
drilled at the minimum distance from the nearest weall.

(13) A penalty (P,) should be assessed for crowding the east line of the
unit !n/proporq’on to the distance moved from a standard location toward that line
or 495/6860 = 0,75.

(14) A further penalty (P,) should he assessed for crowding the nearest
well in proportion to the digtance the well is moved toward the nearest well from
the minimum dlstanqe permitted, or 495/1320 = 0,375.

T1orL096168 OL YAJANS 3 ¥IT1Q¥d WONA 4S160 €¢06T/91/08
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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% = ,15625.

(16) The distance muved toward the offzerting lease together with the
depth of the well indicates a strong possibility the well may encroach even closer
to the Santa Fe Exploration leass or even traspass on that lease, and therafore a
continuous directional survay 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 bﬁud upon tha bottomhole location of the well
using the procadure 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 oll in the affected pool, will pravent the sconomic loss caused by the drilling
of unnecessary wells, avoid the augmsntation of risk arising from the drilling of
an excegsive number of wells and will otherwise prevent waste and protect
correlative rights.

IT 18 THEREFORE ORDERED THAT:

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

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

. . /.-f"- - )
(3) A continuous éinctiona.l survey shall be run on the well and filed with
gh: Divi:ié.m so that the bdttomhols—location at the producing interval may be
stermined.

(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 (P,) 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 proporton of distance the
actual location is moved toward the nearest well from the
minimum distance under the poo!l rules; and

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

(5) Jurisdiction of this causs is retained for the entry of such further
orders as tha Divisjon may deem necessary.

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

STATE OF NEW MEXICO
OIL CONSERVATION

WILLIAM J. LEMAY
Director

SEAL

11epiB95161 OU ¥IJANS 3 BI1QH4 WONS AL 168 68EL/91r01



STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

RECEIVED
JUN 2 1989

IN THE MATTER OF APPLICATION OF OIL CONSERVATION DIVISIoN

STEVENS OPERATING CORPORATION "
TO AMEND DIVISION ORDER NO. R-8917, é

DIRECTIONAL DRILLING, AND AN
UNORTHODOX OIL WELL LOCATION, CASE NO. 9670
CHAVES COUNTY, NEW MEXICO ORDER NO. R-8917-A

APPLICATION FOR DE NOVO HEARING

COMES NOW SANTA FE EXPLORATION COMPANY, by and through
its attorneys, Padilla & Snyder, and states that it is an
interested party of record adversely affected by Order R-
8917-A entered by the Division on May 18, 1989, and pursuant
to Section 70-2-13 N.M.S.A., 1978, files this Application
for a DeNovo hearing before the New Mexico 0il Conservation
Commission.

L & /SNYDER

Ernest L. Padilla

Post Office Box 2423

Santa Fe, New Mexico 87504-2523
(505) 988-7577

CERTIFICATE OF SERVICE

The undersigned hereby certifies that on June 2, 1989,
he caused a true and correct copy of this Application to be
hand-delivered to William F. Carr, Esquire, and W. Thomas

Kellahin, Esquire.

Ernest L. Padilla

L



STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT

OIL CONSERVATION DIVISION RECEIVED
IN THE MATTER OF THE APPLICATION OF OIL CONSERVATION DIViSign

CURRY AND THORNTON FOR AN UNORTHODOX

OIL WELL LOCATION AND NON-STANDARD

PRORATION UNIT, CHAVES COUNTY, CASE 9617
NEW MEXICO ORDER R-8917

IN THE MATTER OF THE APPLICATION OF

STEVENS OPERATING CORPORATION TO

AMEND DIVISION ORDER R-8917,

DIRECTIONAL DRILLING, AND AN

UNORTHODOX OIL WELL LOCATION, CASE 9670
CHAVES COUNTY, NEW MEXICO ORDER R-8917-A

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

SANTA FE EXPLORATION COMPANY, by its attorneys, moves
the Division to Stay Division Orders R-8917 and R-8917-A
issued by the Divison on April 19, 1989 and May 18, 1989,
respectively. In support of this Motion Santa Fe
Exploration Company states:

1. It has requested de novo hearings before the 0il
Conservation Commission in both of the above-captioned
matters.

2. Upon information and belief Curry and Thornton
and/or Stevens Operating Company, have not commenced
drilling activities pursuant to the Orders.

3. The factual issues and the Orders issued by the
Division are unique and extraordinary, resulting in a
radical departure from normal spacing patterns for

development of oil and gas pools in the State of New Mexico.



Further review by the 0il Conservation Commission is
necessary.

4. By separate application, Santa Fe Exploration
Company has applied to the Division for reduction of the top
pool allowable in the North King Camp Devonian 0il Pool on
the basis that production from the pool on a depth bracket
allowable is not in the best interests of conservation of
0il and gas.

Respectfully submitted,
PAPTLIA & SNYDER
i f s

Ernest L. Padilla, Esq.

Attorneys for Santa Fe
Exploration Company

Post Office Box 2423

Santa Fe, New Mexico 87504

(505) 988-7577

Certificate of Service

The undersigned hereby certifies that on June 2, 1989,
he caused a true and correct copy of this Motion to be hand-
delivered to William F. Carr, Esquire, and W Thomas

Kellahin Esquire.
é%[ A

Ernest L. Pé&llla




CAMPBELL & BLACK. Pr.A.

LAWYERS

JACK M. CAMPBELL JEFFERSON PLACE
BRUCE D. BLACK
MICHAEL B. CAMPBELL
WILLIAM F. CARR
BRADFORD C. BERGE SANTA FE. NEW MEXICO 87504-2208

MARK F. SHERIDAN
J. SCOTT HALL
JOHN H. BEMIS TELECOPIER: (505) 983-6043
WILLIAM P SLATTERY
MARTE D. LIGHTSTONE
PATRICIA A. MATTHEWS June 6, 1989

SUITE | - 11O NORTH GUADALUPE

POST OFFICE BOX 2208

TELEPHONE: (508) 288-442|

RECEIVED

, , , JUN 6157
William J. LeMay, Director
0il Conservation Division - - :
New Mexico Department of Energy, OWCOW*RWHMNDWbMN
Minerals and Natural Resources
State Land Office Building
Santa Fe, New Mexico 87503

HAND-DELIVERED

Re: Motion for Stay of Orders R-8917 and 8917-A
Dear Mr. LeMay:

Enclosed is the response of Curry and Thornton and Stevens
Operating Corporation to the Motion for Stay of Orders R-8917 and
8717-A which was filed by Ernest L. Padilla on behalf of Santa Fe
Exploration Company.

As you will note, Stevens Operating Corporation is currently
drilling a well pursuant to the provision of Order R-8917-A and the
information obtained from such drilling will not only be relevant
but will be essential to a full presentation on the gquestions
involved in these hearings. In view of the fact that Mr. Padilla
states in his transmittal letter of June 2, 1989 that Santa Fe
Exploration Company does not oppose Stevens’ application for
directional drilling, we submit that any stay of the Order which
approves such drilling would be inappropriate.

I have discussed this matter with Mr. Padilla and we concur that
it would be prudent to delay the de novo hearing in Case 9617 (R-
8917) until July, 1989.

Your attention to this matter is appreciated.

Very truly yo ;

-

WILLIAM CARR

WFC:mlh

Enclosure

cc w/enclosures: Mr. Don Stevens
Mr. Robert Thornton
Ernest L. Padilla, Esq.

W. Thomas Kellahin, Esqg.



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. "~ CASE ;\@ vapl7
ORDER" H.*‘ -8917

IN THE MATTER OF THE APPLICATION JUN 67,

OF STEVENS OPERATING CORPORATION TO o

AMEND DIVISION ORDER R-8917, mLGmﬁHWAUWimvbwn

DIRECTIONAL DRILLING, AND AN

UNORTHODOX OIL WELL LOCATION, :

CHAVES COUNTY, NEW MEXICO. CASE NO. 9670
ORDER NO. R-8917-A

RESPONSE TO MOTION FOR STAY OF

CURRY AND THORNTON and STEVENS OPERATING CORPORATION, for
their response to the Motion of Santa Fe Exploration Company for
a Stay of Division Orders R-8917 and R-8917-A state:

1. Order R-8917 was entered by the Division on April 19,
1989 granting the application of Curry and Thornton for an
unorthodox oil well location and a non-standard proration unit,
Chaves County, New Mexico and imposing a penalty on production from
said well.

2. Order R-8917-A was entered by the Division on May 18,
1989 granting the application of Stevens Operating Corporation to
reenter an existing well on the non-standard proration unit
approved by Order R-8917 and to directionally drill said well to

a point within 500 feet west of the unorthodox location previously



approved by Order R-8917. Other provisions of Order R-8917 remain
essentially unchanged.

3. Santa Fe Exploration Company opposed both applications
and, although it has filed for hearing de novo in each case, has
stated it "... has not been opposed to the directional drilling
portion of Stevens Operating Corporation’s application... .*"
(Letter of Ernest L. Padilla to William J. LeMay dated June 2,
1989).

4. Stevens Operating Corporation has commenced drilling as
authorized by Order R-8917-A.

5. Although the de novo hearing in Case 9617 (Order R-8917)
has been scheduled for June 15, 1989, the de novo hearing in Case
9670 (Order R-8917-A) cannot be advertised and heard by the
Commission until the July Commission hearings.

6. Santa Fe Exploration Company has filed an application to
reduce the top pool allowable for the subject North King Camp-
Devonian Pool.

7. To avoid wunnecessary hearings all cases affecting
development of the North King Camp-Devonian Pool should be set for
hearing before the full Commission in July, 1989.

8. The directional drilling by Stevens Operating Corporation
of the well on the SW/4 of Section 9, Township 14 South, Range 29
Fast, will take at least three additional weeks.

9. Data acquired from the Stevens Operating Corporation

directional drilling in the SW/4 of said Section 29 will result in



the acqguisition of relevant and necessary evidence for Stevens
presentation of its case to the 0il Conservation Commission.

10. Production by the Stevens Operating Corporation well in
the SW/4 of said Section 9 will not be of sufficient volume to
impair the correlative rights of offsetting owners prior to the
July Commission hearing date and could not, therefore prejudice any
party affected by either Order R-8917 or Order R-8917-A.

11. The motion to stay Orders R-8917 and R-8917-A is nothing
more than a stalling tactic by Santa Fe Exploration Company, will
only delay development of reserves in the W/2 of Section 9 and will
result in additional drainage from the W/2 of Section 9 by Santa
Fe Exploration Company thereby impairing the correlative rights of
the interest owners in the W/2 of said Section 9.

12. If the stay sought by Santa Fe Exploration Company 1is
granted the only way the Division could assure that no party would
be prejudiced or have its correlative rights impaired by such a
stay would be to also order an immediate shut-in of the Santa Fe
Exploration Company Holstrom Federal #1 Well located in the SE/4
of Section 9, the only well currently producing from the pool.
Such shut-in of the Holstrom Federal #1 Well should continue
pending resolution of the issues presented by the now pending
applications of Santa Fe Exploration Company, Curry & Thornton, and
Stevens Operating Corporation.

WHEREFORE, Stevens Operating Corporation prays that the
Division deny the Motion for Stay of Division Orders R-8917 and

8917-A and further requests that all applications relating to the



development of the North King Camp-Devonian Pool be continued and
consolidated for hearing before the full 0il Conservation
Commission at its July 1989 Commission hearing.

Respectfully submitted,

CAMPBELL & BLACK, P.A.

By: -
WILLIAI\\ F. CARR
Post Office Box 2X08
Santa Fe, New Mexico 87504
Telephone: (505) 988-4421

ATTORNEYS FOR CURRY AND THORNTON
and STEVENS OPERATING
CORPORATION



CERTIFICATE OF SERVICE

I hereby certify that I have caused to be hand-delivered a
true and correct copy of our Response to Motion for Stay of Orders
R-8917 and R-8917-A to Ernest L. Padilla, Esqg., 200 W. Marcy
Street, Santa Fe, New Mexico 87501 and W. Thomas Kellahin, Esqg.,
117 N. Guadalupe Street, Santa Fe, New Mexico 87501 on this 6th

day of June, 1989.

William H. Carr
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1 understand that this plan of work must receive approval in writing by the Geological Curvey before operations may be commenced.
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SUBSEQUENT REPORT OF SHOOTING OR ACIDIZING
SUBSEQUENT REPURT OF ALTERING CASING
SUBSEQUENT REPORT OF RE-URILLING OR REPAIR
$ SUBSEQUENT REPORT OF ABANDONMENT
SUPPLEMENTARY WELL HISTORY . |

NOTICE OF INTENTION TO DRILL |
NOTICE OF INTENTION TO CHANGE PLANS ]
NOTICE OF INTENTION TO TEST WATER SHUT-OFF . . _ |
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We propose to drill to a total depth of approx‘mately 10,000 feet with rotary tools

and complete in the Devonian forration., The casirg will be as foliowa:

13-3/8 inch 32.75#, HLO surface oasing to be set & 320 feet and cemented with 300 sax.
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CAMPBELL & BLACK, P.A.

LAWYERS

JACK M, CAMPBELL JEFFERSON PLACE

BRUCE D. BLACK
MICHAEL B. CAMPBELL
WILLIAM F. CARR

SUITE | - 11O NORTH GUADALUPE

POST OFFICE BOX 2208

BRADFORD C. BERGE SANTA FE. NEW MEXICO 87504-2208

MARK F. SHERIDAN

TELEPHONE: (505) 988-442|

J. SCOTT HALL

JOHN H. BEMIS TELECOPIER: (505) 983-6043

WILLIAM P. SLATTERY "

MARTE D. LIGHTSTONE
PATRICIA A. MATTHEWS

April 18, 1989

HAND-DELIVERED

William J. LeMay, Director

I
E

RECEIVED
APR 1§ 1989

OIL CONSERVATIUN DIVISION

0il Conservation Division C%éLLLQ ¢ >C

New Mexico Department of Energy,
Minerals and Natural Resources
State Land Office Building
Santa Fe, New Mexico 87503

Re: In the Matter of the Application of Stevens Operating
Corporation for Directional Drilling, Chaves County, New

Mexico

Dear Mr. LeMay:

Enclosed in triplicate is the above-referenced application of
Stevens Operating Corporation. Stevens respectfully requests that
this matter be placed on the docket for the Examiner hearings

Sﬁheduled on May 10, 1989.

WILLIAM F. CARR

WFC:mlh
Enclosures

wfe



CLULIVER
APRC LB 1989
BEFORE THE
¢l CUNSERVATION DIVISION
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, Ciaoe
CHAVES COUNTY, NEW MEXICO. cASE NOo. 7 b 70

APPLICATION

COMES NOW STEVENS OPERATING CORPORATION, by and through its
undersigned attorneys, hereby makes application pursuant to 0il
Conservation Division Rule 111 for an Order authorizing the
directional drilling of its Deemar Federal No. 1 Well and 1in
support therecf states:

1. Applicant is the operator of a proposed non-standard oil
proration unit in the Nofth King Camp—Devonian_PQolﬁ(previously
operated by Curry and Thornton) comprised o{;tﬁé E/2 W/Z wasgction
9, Township 14 South, Range 29 East, N.M.P.MTZ”Chavés County, New
Mexico which was the subject of 0il Conservation Division Case No.
9617 which was heard by a Division hearing examiner on March 1,
1989.

2. Applicant is also seeking approval of a an unorthodox oil

,,-”"»ﬂl‘“u—ﬁ T
well location in t 'ME/Z W/gfgfﬁﬁection 9 at a point 1980 feet from

the South line and 2475 feet from the West line of said Section 9.
3. Applicant previously drilled its Philtex No. 1 Honolulu
Federal Well at a surface location 1980 feet from the South and

West lines of said Section 9 which well was not capable of



commercial production from the Devonian formation, North King Camp-
Devonian Pool.

4. Applicant propcsas to reenter its Philtex No. 1 Honolulu
Federal Well and directionally drill this well to a depth of
approximately 9894 feet with a bottom hole location within-;gg;}eet
West of a point 1980 feet from the South line and 2475 feet from
the West line, N.M.P.M., North King Camp-Devonian Pool, Chaves
County, New Mexico, but no closer to the offsetting tracts than
permitted by the Division order which will result from Case No.
9€17. The well will be renamed the Deemar Federal No. 1. In
directionally drilling this well, applicant will fully comply with
all provisions of the Division order resulting from Case 9617.

5. The non-standard oil proration unit comprised of the E/2
W/2 which is the subject of Case No. 9617 will be dedicated to this
well.

6. The directional drilling of this well will reduce the
cost of developing this acreage and thereby will enable applicant
to produce the reserves which underlie this non-standard oil
proration unit in the most efficient and economical manner.

7. Approval of this Application will enable the applicant
to produce hydrocarbons that otherwise will not be recovered and
will otherwise be in the best interest of conservation, the
prevention of waste and the protection of correlative rights.

WHEREFORE, Applicant requests that this application be set for
hearing before a duly appointed Examiner of the 0il Conservation

Division on May 10, 1989, that notice be given as required by law



and the rules of the Division, and that the Division enter its
order granting the applicant permission to reenter its Philtex No.
1 Honolulu Federal Well (to be named the Deemar Federal No. 1) and
directionally drill it to a bottom hole location within.igzgfeet
West of a point 1980 feet from the South line and 2475 feet from
the West line, but, in no event closer to the offsetting tracts in
the North King Camp-Devonian Pool than permitted by the Division
order resulting from Case 9617, and granting such other relief as
is appropriate.
Respectfully submitted,

CAMPBELL & BLACK, P.A.

By: N

WILLIAN F. CARR \
Post Office Box 2208

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

ATTORNEYS FOR STEVENS OPERATING
CORPORATION



Yates Petrocleum 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



SECEIVED

BEFORE THE APR L g niwe

OIL CONSERVATION DIVISION i TORSERVATIUw DIVISION
NEW MEXICO DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
IN THE MATTER OF THE APPLICATION
OF STEVENS OPERATING CORPORATION

FOR DIRECTIONAL DRILLING, .
CHAVES COUNTY, NEW MEXICO. CASE NO. ?(o 70

APPLICATION

COMES NOW STEVENS OPERATING CORPORATION, by and through its
undersigned attorneys, hereby makes application pursuant to 0il
Conservation Division Rule 111 for an Order authorizing the
directional drilling of its Deemar Federal No. 1 Well and in
support therecf states:

1. Applicant is the operator of a proposed non-standard oil
proration unit in the North King Camp-Devonian Pool (previously
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 0Oil Conservation Division Case No.
9617 which was heard by a Division hearing examiner on March 1,
1989.

2. Applicant is also seeking approval of a an unorthodox oil
well location in the E/2 W/2 of Section 9 at a point 1980 feet from
the Scuth line and 2475 feet from the West line of said Section 9.

3. Applicant previously drilled its Philtex No. 1 Honolulu
Federal Well at a surface location 1980 feet from the South and

West lines of said Section 9 which well was not capable of



commercial production from the Devonian formation, North King Camp-
Devonian Pool.

4. Applicant proposes to reenter its Philtex No. 1 Honolulu
Federal Well and directionally drill this well to a depth of
approximately 9894 feet with a bottom hole location within 100 feet
West of a point 1980 feet from the South line and 2475 feet from
the West line, N.M.P.M., North King Camp-Devonian Pool, Chaves
County, New Mexico, but no closer to the offsetting tracts than
permitted by the Division order which will result from Case No.
9€17. The well will be renamed the Deemar Federal No. 1. In
directionally drilling this well, applicant will fully comply with
all provisions of the Division order resulting from Case 9617.

5. The non-standard oil proration unit comprised of the E/2
W/2 which is the subject of Case No. 9617 will be dedicated to this
well.

6. The directional drilling of this well will reduce the
cost of developing this acreage and thereby will enable applicant
to produce the reserves which underlie this non-standard oil
proration unit in the most efficient and economical manner.

7. Approval of this Application will enable the applicant
to produce hydrocarbons that otherwise will not be recovered and
will other-rise be in the best interest of conservation, the
prevention of waste and the protection of correlative rights.

WHEREFORE, Applicant requests that this application be set for
hearing before a duly appointed Examiner of the 0il Conservation

Division on May 10, 1989, that notice be given as required by law



and the rules of the Division, and that the Division enter its
order granting the applicant permission to reenter its Philtex No.
1 Honolulu Federal Well (to be named the Deemar Federal No. 1) and
directionally drill it to a bottom hole location within 100 feet
West of a point 1980 feet from the South line and 2475 feet from
the West line, but, in no event closer to the offsetting tracts in
the North King Camp-Devonian Pool than permitted by the Division
order resulting from Case 9617, and granting such other relief as
is appropriate.
Respectfully submitted,

CAMPBELL & BLACK, P.A.

By: (&/&V&
WILLIAN F. CARR \
Post Office Box 2208
Santa Fe, New Mexico 87504
Telephone: (505) 988-4421

ATTORNEYS FOR STEVENS OPERATING
CORPORATION



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



RECEIV
BEFORE THE LPR 7
OIL CONSERVATION DIVISION e R
&iL Cﬂl U EER AR SF R IOV §
NEW MEXICO DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES

IN THE MATTER OF THE APPLICATION

OF STEVENS OPERATING CORPORATION

FOR DIRECTIONAL DRILLING, -

CHAVES COUNTY, NEW MEXICO. case No. 770
APPLICATION

COMES NOW STEVENS OPERATING CORPORATION, by and through its
undersigned attorneys, hereby makes application pursuant to 0il
Conservation Division Rule 111 for an Order authorizing the
directional drilling of its Deemar Federal No. 1 Well and in
support therecf states:

1. Applicant is the operator of a proposed non-standard oil
proration unit in the North King Camp-Devonian Pool (previously
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 0il Conservation Division Case No.
9617 which was heard by a Division hearing examiner on March 1,
1989.

2. Applicant is also seeking approval of a an unorthodox oil
well location in the E/2 W/2 of Section 9 at a point 1980 feet from
the South line and 2475 feet from the West line of said Section 9.

3. Applicant previously drilled its Philtex No. 1 Honolulu

Federal Well at a surface location 1980 feet from the South and

West lines of said Section 9 which well was not capable of



commercial production from the Devonian formation, North King Camp-
Devonian Pool.

4, Applicant proposes to reenter its Philtex No. 1 Honolulu
Federal Well and directionally drill this well to a depth of
approximately 9894 feet with a bottom hole location within 100 feet
West of a point 1980 feet from the South line and 2475 feet from
the West line, N.M.P.M., North King Camp-Devonian Pool, Chaves
County, New Mexico, but no closer to the offsetting tracts than
permitted by the Division order which will result from Case No.
9617. The well will be renamed the Deemar Federal No. 1. In
directionally drilling this well, applicant will fully comply with
all provisions of the Division order resulting from Case 9617.

5. The non-standard oil proration unit comprised of the E/2
W/2 which is the subject of Case No. 9617 will be dedicated to this
well.

6. The directional drilling of this well will reduce the
cost of developing this acreage and thereby will enable applicant
to produce the reserves which underlie this non-standard oil
proration unit in the most efficient and economical manner.

7. Approval of this Application will enable the applicant
to produce hydrocarbons that otherwise will not be recovered and
will oth ' 'rwise be in the best interest of conservation, the
prevention of waste and the protection of correlative rights.

WHEREFORE, Applicant requests that this application be set for
hearing before a duly appointed Examiner of the 0il Conservation

Division on May 10, 1989, that notice be given as required by law



and the rules of the Division, and that the Division enter its
order granting the applicant permission to reenter its Philtex No.
1 Honolulu Federal Well (to be named the Deemar Federal No. 1) and
directionally drill it to a bottom hole location within 100 feet
West of a point 1980 feet from the South line and 2475 feet from
the West line, but, in no event clocser to the offsetting tracts in
the North King Camp-Devonian Pool than permitted by the Division
order resulting from Case 9617, and granting such other relief as
is appropriate.
Respectfully submitted,

CAMPBELL & BLACK, P.A.

By:

WILLIAN F. CARR
Post Otfice Box 2208
Santa Fe, New Mexico 87504
Telephone: (505) 988-4421

ATTORNEYS FOR STEVENS OPERATING
CORPORATION



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

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



STATE OF NEW MEXICO

A ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
' " OIL CONSERVATION DIVISION

GARREY CARRUTHERS POST OFFICE BOX 2088

GOVEANOR May 18, 1989 STATE LAND OFFiCE BUILDING
SANTA FE.NEW MEXICO 87504
(505) 827-5800

Mr. William P. Carr

Campbell & Black Re: CASE NO. 9670
Attorneys at Law ORDER NO.R-8917-A
Pogst Office Box 2208 _

Santa Fe, New Mexico Applicant:

Stevens Operating Corporation

Dear Sir:

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

Sincerely,

%éMM {Q(MH(ZQ,J»-J

FLORENE DAVIDSON
OC staff Specialist

Copy of order also sent to:

Hobbs OCD X
Artesia OCD X
Aztec OCD

Other ErnewtLl. Padilla, Thomas Kellahin




CAMPBELL 8 BLACK, r.A.

LAWYERS

JACK M, CAMPBELL
BRUCE D. BLACK
MICHAEL B. CAMPBELL
WILLIAM F., CARR
BRADFORD C. BERGE
MARK F. SHERIDAN
J. SCOTT HALL
JOHN H., BEMIS
WILLIAM P. SLATTERY
MARTE D, LIGHTSTONE
PATRICIA A. MATTHEWS

HAND-DELIVERED

William J. LeMay,

September 1,

Director

0il Conservation Division
New Mexico Department of Energy,
Minerals and Natural Resources
State Land Office Building

87503

1989

01l Conservation Division Case No.

JEFFERSON PLACE
SUITE | - (1O NORTH GUADALUPE
POST OFFICE BOX 2208
SANTA FE, NEW MEXICO 87504-2208
TELEPHONE: (SO5) 988-442|

TELECOPIER: (505) 983-6043

9670 (De Novo)

In the Matter of the Application of Stevens Operating

Corporation to Amend Division Order No.

R-8917, for

Directional Drilling and an Unorthodox 0il Well Location,

Santa Fe, New Mexico
Re:
Chaves County,
Dear Mr. LeMay:
Enclosed in triplicate

September 21, 1989.

Very truly yours,

' .

-

WILLIAM F. CARR
WEFC:mlh

Enclosures

cc w/enc.: Don Stevens

W. Thomas Kellahin,
Ernest L. Padillsa,

New Mexico

is the Amended Application of Stevens
Operating Corporation in the above-referenced case which has been
placed on the docket for the Commission hearing scheduled for

Esqg.
Esqg.



BEFORE THE
OIL CONSERVATION DIVISION

NEW MEXICO DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES

RECEIVED

IN THE MATTER OF THE APPLICATION
OF STEVENS OPERATING CORPORATION SEp L,
TO AMEND DIVISION ORDER NO. R-8917, - R
FOR DIRECTIONAL DRILLING, AND AN UL CONSERyar,
UNORTHODOX OIL WELL LOCATION, . DONDNme
CHAVES COUNTY, NEW MEXICO. CASE NO. 9670 (DE NOVO)

AMENDETD

APPLICATION

COMES NOW STEVENS OPERATING CORPORATION, by and through its
undersigned attorneys, hereby makes application pursuant to 0il
Conservation Division Rule 111 for an Order authorizing the
directional drilling of its Demar Federal No. 1 Well and in support
thereof states:

1. Applicant is the operator of a proposed non-standard oil
proration unit in the North King Camp-Devonian Pool (previously
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 0il Conservation Division Case No.
9617 which was heard by a Division hearing examiner on March 1,
1989.

2. Applicant is also seeking approval of a an unorthodox oil
well location in the E/2 W/2 of Section 9 at a point 1947 feet from

the South line and 2562 feet from the West line of said Section 9.



3. Applicant previously drilled its Philtex No. 1 Honolulu
Federal Well at a surface location 1980 feet from the South and
West 1lines of said Section 9 which well was not capable of
commercial production from the Devonian formation, North King Camp-
Devonian Pool.

4, Applicant seeks authority for the reentry of the Philtex
No. 1 Honolulu Federal Well and the directional drilling of this
well to a bottom hole location at a point 1947 feet from the South
line and 2562 feet from the West line, N.M.P.M., North King Camp-
Devonian Pool, Chaves County, New Mexico.

5. The non-standard oil proration unit comprised of the E/2
W/2 of Section 9 which is the subject of Case No. 9617 is dedicated
to this well.

6. The directional drilling of this well will reduce the
cost of developing this acreage and thereby will enable applicant
to produce the reserves under this non-standard oil proration unit
in the most efficient and economical manner.

7. Approval of this Application will enable the applicant
to produce hydrocarbons that otherwise will not be recovered and
will otherwise be 1in the best interest of conservation, the
prevention of waste and the protection of correlative rights.

WHEREFORE, Applicant reguests that this application be set for
hearing before the 0il Conservation Commission on September 21,
1989, that notice be given as required by law and the rules of the
Division, and that the Division enter its order approving the

reentry of its Philtex No. 1 Honolulu Federal Well (to be named the



Demar Federal No. 1) the directional drilling of this well to a
bottom hole location at a point 1947 feet from the South line and
2562 feet from the West line, the dedication to this well of a non-
standard oil proration unit comprised of the E/2 W/2 of Section 9,
and granting such other relief as is appropriate.

Respectfully submitted,

CAMPBELL & BLACK, P.A.

By: [ .
WILLIAM F. CARR§
Post Office Box 2208
Santa Fe, New Mexico 87504
Telephone: (505) 988-4421

ATTORNEYS FOR STEVENS OPERATING
CORPORATION



BEFORE THE
OIL CONSERVATION DIVISION

NEW MEXICO DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESQURCES
{YED

IN THE MATTER OF THE APPLICATION' oL
OF STEVENS OPERATING CORPORATION
TO AMEND DIVISION ORDER NO. R-8917,
FOR DIRECTIONAL DRILLING, AND AN
UNORTHODOX OIL WELL LOCATION,
CHAVES COUNTY, NEW MEXICO. CASE NO. 9670 (DE NOVO)

L CONOER A
il .QNL.ERVAHON ﬁlVlS!UN

AMENDED
APPLICATION

COMES NOW STEVENS OPERATING CORPORATION, by and through its
undersigned attorneys, hereby makes application pursuant to 0il
Conservation Division Rule 111 for an Order authorizing the
directional drilling of its Demar Federal No. 1 Well and in support
thereof states:

1. Applicant is the operator of a proposed non-standard oil
proration unit in the North King Camp-Devonian Pool (previously
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 0il Conservation Division Case No.
9617 which was heard by a Division hearing examiner on March 1,
1989.

2. Applicant is also seeking approval of a an unorthodox oil
well location in the E/2 W/2 of Section 9 at a point 1947 feet from

the South line and 2562 feet from the West line of said Section 9.



3. Applicant previously drilled its Philtex No. 1 Honolulu
Federal Well at a surface location 1980 feet from the South and
West lines of said Section 9 which well was not capable of
commercial production f;om the Devonian formation, North King Camp-
Devonian Pool.

4, Applicant seeks authority for the reentry of the Philtex
No. 1 Honolulu Federal Well and the directional drilling of this
well to a bottom hole location at a point 1947 feet from the South
line and 2562 feet from the West line, N.M.P.M., North King Camp-
Devonian Pool, Chaves County, New Mexico.

5. The non-standard oil proration unit comprised of the E/2
W/2 of Section 9 which is the subject of Case No. 9617 is dedicated
to this well.

6. The directional drilling of this well will reduce the
cost of developing this acreage and thereby will enable applicant
to produce the reserves under this non-standard oil proration unit
in the most efficient and economical manner.

7. Approval of this Application will enable the applicant
to produce hydrocarbons that otherwise will not be recovered and
will otherwise be 1in the best interest of conservation, the
prevention of waste and the protection of correlative rights.

WHEREFORE, Applicant requests that this application be set for
hearing before the 0il Conservation Commission on September 21,
1989, that notice be given as required by law and the rules of the
Division, and that the Division enter its order approving the

reentry of its Philtex No. 1 Honolulu Federal Well (to be named the



Demar Federal No. 1) the directional drilling of this well to a
bottom hole location at a point 1947 feet from the South line and
2562 feet from the West line, the dedication to this well of a non-
standard oil p;oration unit comprised of the E/2 W/2 of Section 9,
and granting such other relief as is appropriate.

Respectfully submitted,

CAMPBELL & BLACK, P.A.

By <ot ’ﬁ/&/\

WILLIRM F. CARR>
Post Office Box 2208

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

ATTORNEYS FOR STEVENS OPERATING
CORPORATION



BEFORE THE
OIL CONSERVATION DIVISION

NEW MEXICO DEPARTMENT OF ENERGY, MINERALS AND NATURAL R§§gH¥€ES

IN THE MATTER OF THE APPLICATION VL

OF STEVENS OPERATING CORPORATION e

TO AMEND DIVISION ORDER NO. R-8917, & TURCERVATION DIVISIGN
FOR DIRECTIONAL DRILLING, AND AN

UNORTHODOX OIL WELL LOCATION,

CHAVES COUNTY, NEW MEXICO. CASE NO. 9670 (DE NOVO)

AMENDETD
APPLICATION

COMES NOW STEVENS OPERATING CORPORATION, by and through its
undersigned attorneys, hereby makes application pursuant to O0il
Conservation Division Rule 111 for an Order authorizing the
directional drilling of its Demar Federal No. 1 Well and in support
thereof states:

1. Applicant is the operator of a proposed non-standard oil
proration unit in the North King Camp-Devonian Pool (previously
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 0il Conservation Division Case No.
9617 which was heard by a Division hearing examiner on March 1,
1989.

2. Applicant is also seeking approval of a an unorthodox oil
well location in the E/2 W/2 of Section 9 at a point 1947 feet from

the South line and 2562 feet from the West line of said Section 9.



3. Applicant previously drilled its Philtex No. 1 Honolulu
Federal Well at a surface location 1980 feet from the South and
West lines of said Section 9 which well was not capable of
commercial production from the Devonian formation, North King Camp-
Devonian Pool.

4. Applicant seeks authority for the reentry of the Philtex
No. 1 Honolulu Federal Well and the directional drilling of this
well to a bottom hole location at a point 1947 feet from the South
line and 2562 feet from the West line, N.M.P.M., North King Camp-
Devonian Pool, Chaves County, New Mexico.

5. The non-standard oil proration unit comprised of the E/2
W/2 of Section 9 which is the subject of Case No. 9617 is dedicated
to this well.

6. The directional drilling of this well will reduce the
cost of developing this acreage and thereby will enable applicant
to produce the reserves under this non-standard oil proration unit
in the most efficient and economical manner.

7. Approval of this Application will enable the applicant
to produce hydrocarbons that otherwise will not be recovered and
will otherwise be in the best interest of conservation, the
prevention of waste and the protection of correlative rights.

WHEREFORE, Applicant requests that this application be set for
hearing before the 0il Conservation Commission on September 21,
1989, that notice be given as required by law and the rules of the
Division, and that the Division enter its order approving the

reentry of its Philtex No. 1 Honolulu Federal Well (to be named the



Demar Federal No. 1) the directional drilling of this well to a
bottom hole location at a point 1947 feet from the South line and
2562 feet from the West line, the dedication to this well of a non-
standard oil proration unit comprised of the E/2 W/2 of Section 9,
and granting such other relief as is appropriate.
Respectfully submitted,
CAMPBELL & BLACK, P.A.

By:

WILLIAM F. CARR§
Post Office Box 2208

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

ATTORNEYS FOR STEVENS OPERATING
CORPORATION
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Docket No. 23-89

Examiner Hearing - Wednesday - August 9, 1989

CASE 8769:

CASE 9707:

(Reopened) (Continued from July 26, 1989, Examiner 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 all mineral interests from 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 oil spacing and proration unit to be dedicated to a well to be
drilled at a standard oil well location thereon. Said well is located approximately 4 miles east of Jal,
New Mexico.

(Continued from July 26, 1989, Examiner Hearing.)

Application of Meridian 0il, 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 its
Heizer Well No. 100 to be drilled 1430 feet from the North line and 2250 feet from the East line (Unit G)
of Section 15, Township 32 North, Range 10 West, Basin-Pruitland 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 forming a standard 311.43-
acre gas spacing and proration unit for said pool. Said location 1is 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 BALL, STATE LAND OFFICE BUILDING
SANTA FE, NEW MEXICO

CASE 9611:

CASE 9617:

—

<__ CASE 9670:

S —

CASE 9697

(De Novo) (Continued from July 20, 1989, Commission Bearing.)

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 Plat-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 will be heard De Novo opursuant to the provisions of Rule 1220.

(De Novo) (Continued from July 20, 1989, Commission Bearing.)

Application of Curry and Thornton for an unorthodox oil well location and a non-standard proration unit,
Chaves County, New Mexico. Applicant, in the sbove-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 Bast, Undesignated North King Camp-Devonian Pool, the B/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 1is approximately 17 miles east of Hagerman, New Mexico. Upon application of Santa Fe
Exploration,qupany and Curry and Thornton, this case will be heard De Novo pursuant to the provisions of

mdelnoz'ain{[nked amc(
(De Novo) &/?QQC Q’QV‘F;SGO’( j

Application of Stevens Operating Corporation to amend Division Order No. R-8917, directional drilling and
an unorthodox oil well locatiom, 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 drill
said Philtex Honolulu Federal Well No. 1 to a depth of approximately 9894 feet, and to bottom said well
at an unorthodox bottomhole location 58é=fret—westf—a—peint 1980 feet from the South line and 24?5 feet
from the West_line of said Section 9. A 160-acre non-standard/proration unit consisting of thelE/2 W/2
of said Section 9 (Approved By Order No. R-8917) is to be dedicated to the above described wel Said
location 1is approximately 17 miles east of Hagerman, New/ Mexico. Upon application of{ Santa Pe
Exploration Company, this case will be heard De Novo pursuant to)the provisions of Rule 1220.
AT G e’ s S5 2

(Continued from July 12, 1989, Examiner Hearing.) { ? 7

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 Rule 505{d]). Said pool presently comprises the SE/4 of Section 9,
Township 14 South, Range 29 East and is located approximately 17 ailes east of Hagerman, New Mexico.
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Docket No. 23-89

Examiner Hearing -~ Wednesday - August 9, 1989

CASE 9709:

CASE 9719

CASE 9720

CASE 9721:

CASE 9722:

CASE 9723:

CASE 8668:

(Continued from July 26, 1989, Examiner Hearing.)

Application of Pacific Enterprises 0il Company for compulsory pooling, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks an order pooling all mineral interests from the top of the
Wolfcamp formation to the base of the Morrow formation underlying Lots 1 thru 5, the SEf4 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 unit for any and all formatioas and/or pools developed on 320-acre spacing (which
presently includes but is not necessarily limited to the Undesignated Quail Ridge-Morrow Gas Pool aud the
tUndesignated Teas-Pennsylvanian Gas Pool). Applicant also seeks an order pooling all mineral interests
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 unit for any all
formations and/or pools developed on 160-acre spacing. Both units are to be dedicated to a single well
to be drilled at a standard location 660 feet from the North line and 1980 feet from the West line (Unit
C) of said Section 6. 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 well location is approximately 1/2 mile north of Mile Post No. 76 on U.S. Highway 62/180.

(This Case will be dismissed.)

Application of Mallon 0il Company for salt water disposal, Eddy County, New Mexico. Applicant, in the
above-styled cause, seeks authority to dispose of produced salt water into the Brushy Draw-Delaware Puul
through the perforated interval from approximately 5593 feet to 5636 feet in its Amoco Federal Well No. 1
located 1665 feet from the South line and 330 feet from the East line (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.

Application of Steve Sell for directional drilling, an unorthodox gas well location, non-standard gas
proration unit, and to amend QOrder No. R-8928, Eddy County, New Mexico. Applicant, in the sbove-styled
cause, seeks to amend Division Order No. R-8928 (which authorized the applicant to directionally drill
its Shafer Federal Com. Well No. 1 from a surface location 1327 feet from the South line and 1145 feet
from the West line (Unit L) of Section 35, Township 21 South, Range 24 East, to a bottomhole unorthodox
gas well location in the Undesignated Indian Basin-Upper Peansylvanian Gas Pool and Undesignated Indian
Basin-Morrow Gas Pool being no closer than 1600 feet from the South line and 800 feet from the West line
of Section 35, all of Section 35 to be dedicated to the well forming a 654.47~acre gas proration unit for
both pools) by allowing the Shafer Federal Com Well No. 1 to be plugged back to the vertical portioen of
the wellbore, kicking-off in an east-southeasterly direction, and directionally drilling to a new
unorthodox bottomhole location to a depth sufficient to test the Morrow formation within 200 feet of a
point 900 feet from the South line and 2500 feet from the East line (Unit 0) of said Section 353.
Applicant further requests that cthis well be properly classified as a wildcat well in the Penansylvaniaa
formations and subject to the Statewide General Rules for such a test. The subject well is to he
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 proration unit. This well is located approximately 14 miles west of Carlsbad, New Mexico.

Application of Marathon 01l Company for downhole commingling, Rio Arriba County, New Mexico. Applicant,
in the above-styled cause, seeks approval to commingle gas production from the Blanco-Mesaverde Pool and
Basin-Dakota Pool within the wellbore of its Jicarilla Apache Well No. 13E located 1850 feet frbm the
North line and 930 feet from the West line (Unit E) of Section 33, Township 26 North, Range S5 West. Said
well is located approximately 11 miles west of the Southern Union Gas Company 0jito Camp.

Application of Marathon 0il Company for downhole commingling, Rio Arriba County. New Mexico. Applicant,
in the above-styled cause, seeks approval to commingle gas production from the Blanco-Mesaverde Poul and
Basin-Dakota Pool within the wellbore of its Jicarilla Apache Well No. 14B located 1850 feet froa the
North line and 1685 feet from the West line (Unit F) of Sectiom 34, Township 26 North, Range 5 West.
Said well is located approximately 9.5 miles west of the Southern Union Gas Company Ojito Camp.

Application of Beach Exploration, Inc. for an unorthodox oil well 1location, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks approval for an unorthodox oil well location for its Exxon
"4" Federal Well No. 3 to be drilled 2410 feet from the North line and 1932 feet from the West line
(Unit F) of Section 18, Township 16 South, Range 29 East, Undesignated High Lonesome-Queen Pool, the SE/4
NW/4 of said Section 18 to be dedicated to said well. The proposed well site is located approximately
10.5 miles northwest of Loco Hills, New Mexico.

(Reopened) (Continued from July 26, 1989, Examiner Rearing.)

In the matter of Case No. 8668 being reopened upon application of Howard Glsen to reconsider the
provisions of Division Order No. R-8031, issued in said Case No. 8668 and dated September 27. 1985, which
granted the application of Doyle Hartman to compulsorily pool all mineral interests 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 oil spacing and proration unit to be dedicated to a well ta be

drilled at a standard oil well location thereon. Said well is located approximately 4 miles east of
Jal, New Mexico.
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Docket No. 23-89

Examiner Hearing - Wednesday - August 9, 1989

CASE 9714:

CASE 9715:

CASE 9703:

CASE 9706:

CASE 9716:

CASE 9717:

CASE 9718:

Application of Union O0il Company of California for compulsory pooling. Lea County, New Mexico.
Applicant, in the above-styled cause, seeks an order pooling all miperal interests from the surtace to
the base of the Morrow Formation underlying Lots 1 through 5, the SE/4 NW/4, and the 5/2 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 all 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 drilled at a
standard gas well location thereon. 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 on the north side of U.S. Highway 62/180 at Mile Post No. 76.

Application of Benson-Montin-Greer Drilling Corporation for a horizontal directional drilling pilot
project, special operating rules therefor, and a non-standard oil proration unit, West Puerto Chiguito-
Mancos 0il Pool. Rio Arriba County, New Mexico. Applicant, in the above-styled cause, seeks authority to
jnitiate a horizontal directional drilling pilot project in Sections 15 and 16, Township 25 North, Range
1 West, West Puerto Chiquito-Mancos 0il Pool. Canada 0Ojitos Unit Area. The applicant proposes to utilize
its C.0.U. (Al6) 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 thea
drilling horizontally in the Mancos formation for approximately 2000 feet bottoming said wellbore in the
adjoining Section 15, whereby it is proposed that both Sections 15 and 16 will be dedicated to the well
forming a non-standard 1280-acre oil spacing and proration unit for said pool. Applicant further seeks
special rules and provisions within the pilot 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 from July 26, 1989, Examiner Hearing.)

Application of Meridian 0il, Inc. for exemption from 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 infill wells in the Basin-Dakota and Blanco-Mesaverde Pools as provided in Section 62-7-5 NMSA,
1978, A list of wells for which exemptions are being sought may be obtained by contacting the Santa Fe
office of the 0il Conservation Division.

(Continued from July 26, 1989, Examiner Bearing.)

Application of Bahlburg Exploration for an unorthodox oil well location, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks approval for an unorthodox oil well location 900 feet from
the South line and 50 feet from 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 oil spacing and proration unit. Said well location 1is approximately 11.5 miles
southeast by east of Tatum, New Mexico.

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 from 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.

Application of Nassau Resources for compulsory pooling, Rio Arriba County, New Mexico. Applicant, in the
above-styled cause, seeks an order pooling all mineral interests from the surface to the top of the
Pictured Cliffs formation or to a depth of 3,270 feet, whichever is deeper, underlying the E/2 of Section
15, Township 32 North, Range & West, forming a standard 320-acre, more or less, gas spacing and proration
unit for any and all pools and/or formations developed on 320-acre spacing (which preseantly includes but
is not necessarily limited to the Basin-Fruitland Coal Gas Pool), said unit to be dedicated to its
Carracas Unit 15~B Well No. 7 to be drilled on a standard coal gas well location 1650 feet from the North
line and 1850 feet from the Bast line (Unit G) of said Section 15. 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 well location is approximately 1 mile southwest of
Mile Corner No. 230 located on the New Mexico/Colorado Stateline.

Application of Meridian 0il Inc. for the vertical contraction and redesignation of an existing Delaware
0il Pool and for a new pool creation, Eddy County, New Mexico. Applicant, in the above-styled cause,
seeks to contract the vertical limits of the Parkway-Delaware Pool by excluding the upper portion of the
Delaware formation identified as the "B" Sand interval and to redesignate said pool as the Parkway-
Delaware "A" Sand Pool or the Parkway-Lower Delaware Pool. Applicant further seeks the concomitant
creation of a new oil pool for Upper Delaware production designated as the Parkway-Delaware "B" Sand Pool
or Parkway-Upper Delaware Pool with its horizontal limits to include all 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 all of Section 35 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, 1989. Applications for hearing must be
filed at least 22 days in advance of hearing date.

DOCRET: EXAMINER BPARING - WEDNESDAY - AUGUST 9, 1989

8:15 A.M. ~ OIL CONSERVATION DIVISION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING
SANTA PE, NEW MEXICO

N\,

The following cases will be heard before Michael E. Stogner, Examiner, or David R. Catanach, or Victor T. Lyon,
Alternate Examiners:

ALLOWABLE: (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.

CASE 9712: In the matter of the hearing called by the 0il Coonservation Division on its own motion to permit Tom L.
Ingram, American Employers' Insurance Company. and all other interested parties to appear and show cause
why the Chappell "S" Well No. 1 located 2310 feet from the North line and 990 feet from the West line
(Unit E) of Section 5, Township 12 Neorth, 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: In the matter of the hearing called by the 0il Conservation Division on its own motion to permit Toa L.
Ingram, American Employers' Insurance Company, and all 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 9698: (Continued from July 26, 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 locatioan for its
Dragonfly State Unit Well No. 2 located 660 feet from 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.

CASE 9700: (Continued from July 26, 1989, Examiner Hearing.)

Application of Yates Petroleum Corporation for compulsory pooling, Eddy County, New Mexico. Applicant,.
in the above-styled cause, seeks an order pooling all mineral interests from the surface to the base of
the Morrow formation underlying Lots 1, 2, 3, and & 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 all 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, Uadesignated 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 159.64-acre spacing and proration unit for
all formations and/or pools developed on 160-acre spacing (which presently includes but is not
necessarily limicted to the Undesignated Dagger Draw-Wolfcamp Gas Pool and the Undesignated North Dagger
Draw-Upper Pennsylvanian Pool). Both aforementioned units are to be dedicated to s well to be drilled at
a standard location 660 feet from the North line and 1980 feet from the West line (Unit C) of said
Section 2. Also to be considered will be the cost of drilling 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 drilling said well. Said well
location is approximately 8 miles west by north of Seven Rivers, New Mexico.

CASE 9695: (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 from the South line and 1300 feet from 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 Campbell Railroad Switch.
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Docket No. 24-89

Commission Hearing - Thursday - August 17, 1989

CASE 9667:

CASE 9669:

(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 all mineral interests
in the Undesignated Pitchfork Ranch-Atocka 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 drilled 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 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 0ld State Highway No. 128 and County Road No. 2.
Upon application of Enron 0il and Gas Company, this Case will be heard De Novo pursuant to the provisions

of Rule 1220.

(De Novo)

Application of Enron 0il & 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 all mineral interests in the Undesignated Pitchfork Ranch-Morrow Gas Pool underlying the
5/2 of Section 34, Township 24 South, Range 34 PEast, forming a standard 320-acre gas spacing and

proration unit for said pool. Applicant further seeks an order pooling all mineral interests in the
Undesignated Pitchfork Ranch-Atoka Gas Pool underlying the SE/& of said Section 34, forming 8 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 drilled 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 will be the cost of drilling and cospleting 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 well location is approximately 3 miles west-southwest of the Junction of 0Qld State Highway No. 128
and County Road No. 2. Upon application of Enron Qil and Gas Company, this Case will be heard De Novo
pursuant to the provisions of Rule 1220.



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 // ﬂ’ /
AND A NON-STANDARD PRORATION UNIT, Qec Yoo (Lt
CHAVES COUNTY, NEW MEXICO ) AE 7R

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 8:15 a.m. on March 1, 1983, 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 sald 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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‘ ‘ ' Page No. 2

(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
B ‘ 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
v 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

j 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.

N (8) Evidence indicates that approximately 60 acres east of the fault in the
s 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
v , 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
by sufficient precision upon which a penalty could be assessed.

(I ' {11) Applicant requests an exception to two of the spacing requirements -
" the minimum distance from the outer boundary of the proration unit and the
o _ minimum distance between wells.

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

’ (13) A penalty (P,) 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
0 well in proportion to the distance the well is moved toward the nearest well from
v 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-pP,) x {(1-P,),
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 (P,) based on the proportion of distance the
actual location is moved toward the boundary from the
standard lecation;
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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-P,) x (1-P,).

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

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

STATE OF NEW MEXICO
OIL CONSERVATION

WILLIAM J. LEMAY
Director

oo SEAL
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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

"VAPPLICATION OF STEVENS OPERATING CORPORATION
., TO AMEND DIVISION ORDER NO. R-8917, 7
' ' DIRECTIONAL DRILLING, AND AN UNORTHODOX $a %’j ‘
' OIL WELL LOCATION, CHAVES COUNTY, NEW MEXICO g% . A -§7/7
o I ’ 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 1gth day of May, 1989, the Division Director, having
- . . considered the testimony, the record and the recommendations of the Examiner,
e and being fully advised in the premises,

FINDS THAT:

(1) Due public notice having been given as required by law, the Diviston
. 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
N approved a 160-acre non-standard oil proration unit comprising the E/2 W/2 of

,,8ection 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
gurvey of the completed well:

(1

a. a penalty (P,) 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-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 saild 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

v etabe

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 1n the original Order No. R-8917 be fully

: applica.ble 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

A 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 E‘inding Paragraph
No. (3), above.

{13) Upon the successful directional drilling and completion of the subject
well, said Division Order No. R-£917 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 full 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 drill, in the manner described in Finding Paragraph No. (6) of this
order, 80 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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.' A PROVIDED FURTHER THAT, during or upon completion of directional
Lo ' - drilling operations, the applicant shall conduct a multi-shot directional survey
w4 T from the kick-off point to total depth in order that the subsurface bottomhole
M iw ® . location may be determined. . -

Lo ' . (2) The applicant shall notify the supervisor of the Artesia district office
b o of the Division of the date and time said directional surveys are to be conducted
w o ' “"r . 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

o completion.

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

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

Loy depths,

! ' (.

',‘ o {5) The depth bracket allowable for the well shall be penalized by using
U the following formula, based on that portion of the total completion interval which

’ T is closest to the eastern boundary of the unit,

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

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

T B ‘ - C. the product of (1-P,) x (1-P,).
EARNECE © (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.

¢

“{*<"" 17T 1S FURTHER ORDERED, HOWEVER, THAT:

o G (7) 1f in the event re-entry into the Honolulu Federal Well No. 1 is

7¢252 ' unsuccessful, said Division Order No. R-8917 shall remain in full force and effect

. R and, at that time, the order in the immediate case (R-8917-A) shall become void
by o ~ 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,
designated.

SEAL

New Mexico, on the day and year hereinabove

STATE OF NEW MEXICO
OIL CONSERVATIO IVISION

WILLIAM J. LE
Director




August 25, 1988

Campbell & Black, P.A.
P.0. Box 2208
Santa Fe, New Mexico 87504-2208

Attention: willilam 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 are
Unorthodox ©il 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 9 or 78 feet from the

East line of the proratjon unit, (660 - 78 = 582 feet)p therefore, 7Tiws i
ceo T/ T :Q% = s

b, +b ogeests 22
! 7 P, “%62/660 = 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 (Unit J) of said Section 9 is 739 feetti/é ///

apart, (1320—739-="58%feet)y therefore, £ ;@«-ﬁf 4 BLCLE e TS

P, = 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)). 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) = 0.661 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
first production.

Sincerely,

william J. LeMay
Director

WJL/MES/ag

cer 0il Conservation Division -~ Artesia
Bob Stowvall - Santa Fe
W. Thomas Kellahin - Santa Fe
Ernest L. Padilla - Santa Fe
Stevens Operating Corp. - Roswell
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(Formerly 9—331) DEPARTMENT oF' THE ]NTE 0. LEAGE DESIGNATION AND SEBRIAL NO.
BUREAU OF LAND MANAGEME naa1n MM 68078

XL bwld UV LU

SUNDRY NOTICES AND REPORTS AON %ﬁﬂ
rvolr.

(Do not use this torm Ior proponals to drill or to deepen or plug back to
Use “APPLICATION FOR PERMIT—" for such proposal

/(
(November 1983) Vil bl D8N e ms @iﬁj:ﬁ%\tr%ﬁi - Lxpires August 31, 1985 6

. :_Q~_§l" INDIAN, ALLOTTEE OR TRIBE NAME

1. v 2] T. UNIT AGREXMENT NAMB

- wew [ otam . wlg,'ag

2. NaME OF OPCRATOR

8. FARM OR LEASK NAME

Stevens Operating Corporation P Deemar Fedral
3. ADDRESS OF OPERATOR 'oﬂ‘c‘ 9. waLL NO.:
P.0. Box 2408, Roswell, NM 88201 e 1 o
4. LOCATION Or WELL (Report location clearly and in accordance with any Btate requirements.® - 10. FIELD AND POOL, OR WILDCAT
See also space 17 below.)
At surface - |North King Camp Devonian

11. suC,, T, B, M,, OR BLK, AND
- IUIVI! Ol AI.IA

19747 /FSL, 1988' FWB, Sec. 9, T14S, R29E
' Sec. 9, T14s, R29E

14. PERMIT RO. . 15. BLZVATIONS {Show whether 07, wT, on, etc.) 12, COUNTY OR PARISH| 18. araTE
3712 GR . o Chaves . "~ NM
; - — y
1e. Check Appropriate Box To Indicate Nature of Notice, Report, or Other Data
NOTICE OF INTENTION TO: . SUBSEQUENT REPORT OF:
TEST WATER SHUT-OFF PCLL OR ALTER CASING WATER SHOUT-OFF {1 - REPAIRING WELL
FAACTURE TREAT MULTIPLE COMPLETE ruc-uin TREATMENT - ALTERING -CABING
BHOOT OR ACIDIZE . ~ABANDON® . . unoonuo OR ACIDIZING . : Annpohunv
REPAIR WELL T CHANGE n.nr_s - (Other) - Completion
(Other) - L z (NOTE: Report results of multiple completion on Well

Completion or Reconipletion Report and Log form.)

17. DESCRIBE I'ROI'OSED OR COMPLETED OPERATIONS Clenrly state all pertineut detalls, and sive pertipent dates, including estimated date of starting a
proposed work. If- well is dlmnon&ux dnued. give nubmrfu:e loa.uuns and meastired and true vertical depths for all muken and gones per

nent to this work.) * v o
July 28, 1989  TD 9748' Measured Dept:h (Electric Log) TVD 9659'.
July 29, 1989  “Ran 5 1/2", 174, Csg;to 9748' MD. | ‘
July 30, 1989 ' .Cement-w/ 755 sxs “H" 65/35 P0z, 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 rig 8:00 pm.

August 4, 1989 Perforate 9718' 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
154 acid , b

August 5, 1989 Acidized w/lSOO gal 202 acid.

L’iu@.@ \iL L

o OIL CONSERVATION DIV. %o 0o " Ny, 5
” . SANTA FE T NG Ay e
18. I hereby ceptify th e foregolg¥ is true and correct N — )
- SIGNED miree _General Manager - pare 8-4-89
V('-I‘hll space for Federal or Btate office use) G - .
ACCEFTER -
APPROVED BY TITLE \ R ED FOR RECORD
. CONDITIONS OF APPROVAL, IF ANY: : cW. UHESTER
*See Instructions on Reverse Side -] AUG 1711989
Tltle 18 U.S.C. Section 1001, makes it 2 crime tor any person knowingly and willfully to make t Balr]\% Yy Okéﬁ g hﬁGBM BNT
United States wny false, fictitious or freudulent statements or representations as to any matter Withar E CE AREA




- . L -
.-t_ ; ‘ State of N
ubnit §
e
5.5, Box 1980, Hobbs, NM. 35240

DISTRICT IT
P.O. Drawes DD, Artesia, NM 88210
Santa Fe, New M

DISTRICT I
1000 Rio Brazos R4, Aztec, NM 87410

REQUEST FOR ALLOWABLE AND AUTHORIZATION

Energy, Minerals and Natural Resources Department

OIL CONSERVATION DIVISION
P.O. Box 2088

ew Mexico

Form C-104 g?—*_

Revised 1-1-89
See Instructions
at Bottom of Page

exico 87504-2088

lﬁj&'@@ u \VE @

L TO TRANSPORT OIL AND NATURAL GAS
Openior "Well AP[ No, |
Stevens Operating Corporation 30-005-00433 uG 91989
Address CONSER
P.0. Box 2408, Roswell, NM 88201 SANTLTION piy
Reason(s) for Filing (Check proper bax) B Other (Please explain) d
New Well Change In Transporter of: Request testing allowable of 3,500 BBLS
Recompletion ] Oil O pryGa for remainder of August, 1989.
Change in Operator L] Casinghead Gas [ ] Cond O
Lchmged dop:mqgiv:;n:‘;
II. DESCRIPTION OF WELL AND LEASE
Lease Name Well No. |Pool Name, Inchuding Formation Wxinddu.m Lesse No.
Deemar Federal 1 _|North King Camp Devonian Sule, Fedenl or Fee v 68078
Location
Uat Lemer K 1980 Feet Prom The __SOUEN ingung 2475" Feet From The _West Lise
Section 9 Township 148 Range 29E NMPM, Chaves County
II. DESIGNATION OF TRANSPORTER OF OIL AND NATURAL GAS
Nams of Authorized Transporter of Oil or Condensate O Address (Give address 10 which approved copy of this form is 1o be sent)
Navajo Crude 01l Purchagﬁg P.0. Box 175, Artesia, NM 88210
Name of Authorized Transp of Casinghead Gas [T  orDry Gas [_] | Address (Give add-ess 1o which approved copy of this form is 1o be sent)
If well produces oil or liquids, [Unit [sec. [Twp | Rga. Is gas actually connected? | Whea ?
jgive location of tanks. LK 1 9 1451 29E no L
If this production is commingled with that from any other lease or pool, give commingling order pumber:
1V. COMPLETION DATA
. Jouwen | GasWeli | New Well { Workover | Decpes | Plug Back |Same Resv  |Diff Res)
te Type of Completion - (X) x ] x| { | |
Dats Date Compl. Ready to Prod. Toul Depth P.BT.D.
8-4-89 9748 'MD, 9659'TVD
Elevations (DF, RKB, RT 6§, sic.) Name of Producing Formation Top OilGas Pay Tubing De,
3712 GR Devanian 9718 _
Pedorsiont ‘9718', 19, 19\.5\52.5, 23, 23.5, 24, 24.5, 25, 25.5, 26, 29, Casing Shoe
29.5, 30 MD. TVD 9631'>9832', 9634'-9642',
““JUBING, CASING AND CEMENTING RECORD_~"
HOLE SIZE CASM TUBING SIZE DEPTH SE?/ SACKS CEMENT
17 1727 13 3/8" “~_ 324" 2720 Incor 47 Gel.
117 8 5/8" N 1950 160 Units Hys-400&200 sks
7 7/8" 51/2" Q\ 9148 755 sxs
V. TEST DATA AND REQUEST FOR ALLOWABLE
OIL WELL (Test must be after recovery of total volume of load o} must be equal exceed top allowable for this depth or be for fill 24 hows.)
Duate Firt New Oil Run To Tank Date of Test Producing M Flow, pump, gas lifl, etc.)
Leagth of Tem Tubing Casing Pressure \ Choke Size
Actual Prod During Test / - Bbls. ‘Water - Bbls. Gas- MCF
GAS WELL
Actual st - Length of Ten Bbis. Condeasatle/ MMCF Gravity of Condentis
Woﬂ (pitet, back pr) "Tubing Pressure (Shut-in} Casing Pressure (Shut-in) Thoke Size
YL OPERATOR CERTIFICATE OF COMPLIANCE
s o o OIL CONSERVATION DIVISION
Piviﬁcnhlnbeenmpliedwilh that the in!ml.io'n given above 7 1989
?’\3‘“" o the knowlodge and beliel. Date Approved AUG
\i. ﬁ' 1 e At By % 'é 454é4/| Py -
Printed Name Tite FUEERYISOR, QIATRILE U
$/2 /19 622-7273 Title
4 7 Telephooe No.

INSTRUCTIONS: This form is to be filed in compliance with Rule 1104

1) Request for allowable for newly drilled or deepened well must be accomp

with Rule 111.

ied by tabulation of deviation tests taken in accordance

2) All sections of this form must be filled out for allowable on new and recompleted wells.

3) Fill out only Sections L II, IIl, and V1 for changes of operator,
4) Separate Form C-104 must be filed for each pool in multiply completed wells.

well name or number, transporter, or other such changes.

b



CAMPBELL & BLACK, r.A.

LAWYERS

JACK M. CAMPBELL JEFFERSON PLACE
BRUCE D. BLACK
MICHAEL B. CAMPBELL
WILLIAM F. CARR
BRADFORD C. BERGE SANTA FE, NEW MEXICO 87504-2208

MARK F. SHERIDAN

J. SCOTT HALL
JOHN H, BEMIS TELECOPIER: {(5058) 9283-6043

SUITE | - 110 NORTH GUADALUPE

POST OFFICE BOX 2208

TELEPHONE: (505) 288-442i

WILLIAM P, SLATTERY
MARTE D. LIGHTSTONE
PATRICIA A. MATTHEWS i

RECEIVED

August 4, 1989 AUG 4 1984

HAND-DELIVERED

OIL CONSERVATION DIVISION

William J. LeMay, Director

0il Conservation Division

New Mexico Department of Energy,
Minerals and Natural Resources
State Land Office Building
Santa Fe, New Mexico 87503

Re: 0il Conservation Division Case No. 9670:
Application of Stevens Operating Corporation to Amend
Division Order No. R-8917, Directional Drilling and an
Unorthodox 0Oil Well Location, Chaves County, New Mexico

Dear Mr. LeMay:

Stevens Operating Corporation hereby requests that the above-
referenced case scheduled for hearing before the 0il Conservation
Commission on August 17, 1989 be continued to the Commission’s
September hearing docket.

Your attention to this request is appreciated.

Verxy truly yours,

WILLIAM F. CARR

WFC:mlh

cc: Mr. Don Stevens
Mr. Robert Thornton
Ernest L. Padilla, Esq.



CAMPBELL 8 BLACK, r.a.

LAWYERS
JACK M. CAMPBELL JEFFERSON PLACE
BRUCE D. BLACK SUITE 1 - 11O NORTH GUADALUPE

MICHAEL 8. CAMPRELL
WILLIAM F. CARR BOST OFFICE BOX 2208
BRADFORD C. BERGE SANTA FE. NEW MEXICO 87504-2208
MARK F, SHERIDAN
J. SCOTT HALL
JOHN W, BEMIS TELECOPIER: (508) 983-8604)
WILLIAM P. SLATTERY
MARTE D. LIGHTSTONE
PATRICIA A, MATTHEWS -

TELEPHONE: (505 988-442)

RECEIVED
August 4, 1989
s AUG 4 1989
HAND-DELIVERED
OiL CONSERVATION DIVISION
William J. LeMay, Director
0il Conservation Division a f

New Mexico Department of Energy,
Minerals and Natural Resources
State Land Office Building
Santa Fe, New Mexico 87503

Re: O©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 0Oil Conservation
Commission on August 17, 1989 be c-ntinued to the Commission’s
September hearing docket.

Your attention to this request is appreciated.

Vegxy truly yours,

WILLIAM CARR

WFC:mlh

cc: Mr. Don Stevens
Mr. Robert Thornton
Ernest L. Padilla, Esq.



CAMPBELL & BLACK, pP.A.

LAWYERS

JACK M. CAMPBELL JEFFERSOMN PLACE
BRUCE D. BLACK
MICHAEL B, CAMPBELL
WILLIAM F, CARR
BRADFORD C. BERGE SANTA FE, NEW MEXICO 87504-2208

MARK F. SHERIDAN

J. SCOTT HALL
JOHN H. BEMIS TELECOPIER: (505) 983-6043

SUITE t - 110 NORTH GUADALUPE

POST OFFICE BOX 2208

TELEPHONE: (505) 988-442|

WILLIAM P, SLATTERY
MARTE DO. LIGHTSTONE
PATRICIA A, MATTHEWS

June 28, 1989

HAND-DELIVERED | JUN

William J. LeMay, Director iL CoNsg

0il Conservation Division R Rmﬁmvwv

New Mexico Department of Energy, ISion
Minerals and Natural Resources

State Land Office Building

Santa Fe, New Mexico 87503

ey,

Re: Case No. 9617:
Application of Curry & Thornton for an Unorthodox O0il
Well Location and Non-Standard Proration Unit, Chaves
County, New Mexico

Case No
ApplicatTon—o6f Stevens Operating Corporation to Amend

Division Order R-8917, Directional Drilling, and an
Unorthodox 0il Well Location, Chaves County, New Mexico

Case No. 9697: :

Application of Santa Fe Exploration Company for Amendment
of the North-King Camp Devonian 0il Pool, Special Pool
Rules, Chaves County, New Mexico

Dear Mr. LeMay:

It is my understanding that Case No. 9617 and Case No. 9670 are
scheduled for hearing De _Novo before the 0il Conservation
Commission on July 20, 1989 and that Case No. 9617 is set for
hearing before Division Examiner on July 12, 1989

As you are aware, each of these cases involves the development of
the North-King Camp Devonian 0il Pool and the testimony in each of
the cases will be identical in many respects. Furthermore, Stevens
Operating Corporation is currently drilling a well pursuant to the
provisions of Order No. R-8917-A in this pool.



William J. LeMay, Director
0il Conservation Division
June 28, 1989

Page Two

The purpose of this letter is toé request that the scheduled
hearings in each of the above-referenced cases be continued and set
before the full 0il Conservation Commission at its regularly
scheduled Commission hearing in August, 1989. This continuance and
consolidation of all three cases will enable Stevens Operating
Corporation to complete the drilling of the above-referenced well
thereby having all data necessary to go forward with a hearing
before the Commission and, furthermore, will permit all questions
involving the development of this pool to be heard by one body, at
one time, and will result in one final determination of all
questions involving the development of this pool.

I have reviewed this request will Ernie L. Padilla, attorney for
Santa Fe Exploration Company and can advise that Mr. Padilla has
conferred with his client and they concur in this request.

Your attention to this matter is appreciated.

Very truly yours,

[y

WILLIAM F. CARR
WFC:mlh
cec: Mr. Don Stevens

Stevens Operating Corporation
Post Office Box 2408
Roswell, New Mexico 88201

Mr. Robert Thornton

Curry & Thornton

905 Fort Worth Club Building
Fort Worth, Texas 76102

Ernest L. Padilla, Esq.
Padilla & Snyder

Post Office Box 2523

Santa Fe, New Mexico 87504



PADILLA & SNYDER
ATTORNEYS AT LAW
200 W. MARCY, SUITE 216
P.O. BOX 2523

ERNEST L. PADILLA SANTA FE, NEW MEXICO 87504-2523 FAX 988.7592
MARY JO SNYDER AREA CODE 505

(505) 988-7577

June 2, 1989

HAND DELIVERY

RECE/
William LeMay, Director VED
0il Conservation Division JU .
State Land Office Bldg. N 27989
Santa Fe, New Mexico 87501

OIL CONSERVATION DIvision
Re: Order R-8917; R-8917-A ¥
Dear Mr. LeMay: -
Enclosed please find:
1. Motion to Stay Orders R-8917 and R-8917-A
2. Application for De Novo Hearing of Order R-8917-A

We request that you consider the Motion to Stay the
above-referenced Orders at your earliest convenience to
avoid any prejudice to any of the parties involved that are
affected by the Orders.

With respect to the de novo application we request that
it be set for hearing before the Commission after
publication. However, a hearing has already been set for de
novo hearing on Order R-8917 which deals with basically the
same issues. However, Order R-8917-A attempts to void Order
R-8917 if Stevens Operating Corporation’s directional
drilling is attempted and/or is successful. In short, it
may be prudent to delay the R-8917 de novo hearing until the
R-8917-A de novo request can also be heard. For your
information our client has not been opposed to the
directional drilling portion of Stevens Operating
Corporation’s application, but does find fault with other
portions of the Orders.



Mr. William LeMay
June 2, 1989
Page Two

Should you have any questions, please let me know.

ELP:1h
Enclosures
cc: William F. Carr, Esq. (w/enc.)
W. Thomas Kellahin, Esq. (w/enc.)



EIFTH _ JUDICIAL DISTRICT COURT
COUNTY OF  CHAVES ¢!
STATE OF NEW MEXICO

J1YISION

o

=

€ -

LLozive

89 [JEC 29 AM 10 42
CURRY AND THORNTON and
STEVENS OPERATING CORPORATION,

Petitioners,

vVs.

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, 7
Respondents. _ v S
SUMMONS p i/
£ ﬁ‘:,.g{‘.'r o ”Vf
TO 01l Conservation Commission of the State of New Mexico

c¢/o William J. LeMay, Director e R Fd
State Land Office Building Y .
Santa Fe, New Mexico 87501 ya

Defendant(s), Greeting: /:;

You are hereby directed to serve a pleading or. motion in resooose 20 the Comolamt
within 30 days after service of the Summons, and file the same, all as provided by law,

You zre notified that, unless you so serve and file 2 responsive i i
You ' . I pleading cr motion
the Plaintiff(s) will apply 1o the Court for the relief demznded in the Complaingt. ’

Attorney or Attorneys For Plaintiff: William F. Carr, Esq.
Address: Campbell & Black, P.A.

Post Office Box 2208
Santa Fe, New Mexico 87504

AU Ty
WITNESS the Honorable [/ For, L>j " Jx a2 District Judges of Sc.?d Court of

the St¥te of New Mexico and Sezl of the District Court oi Said County, thi ' i
is e
of _leiryifet 19 39 " AL ey

4

S CLER}ELOX T AT e
(SEAL) / %b( ) r DISTRICT COURT

By:

Deputy
NOTE

This summons does not require you to see, tele i istri
ns ¢ phone or write to the District Judge of
Court at this time. : ge of the

It does require you or your attorney to file your legzl defense to this case

3 in writing with
trxe Clerk of the District Court within 30 days after the summons is legally served oi you.
If you do not do this, the party suing may get a Court Judgment by default against you.

Revised 1/1/83 CV 6,40
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AZCEIVE

EiDIRSZO CLZPY:

o ORIGINAL FILED D!3TRICT COURT

DEC 26 1989

FIFTH JUDICIAL DISTRIET g 23 il 10 42 ~ GEQRGIA FENRIN, CLERK

STATE OF NEW MEXICO

COUNTY OF CHAVES

No. CIV — %4 - 5’7/6/

CURRY AND THORNTON and
STEVENS OPERATING CORPORATION,

Petitioners,

VS.

OIL CONSERVATION COMMISSION

OF THE STATE OF NEW MEXICO,
SANTA FE EXPLORATION COMPANY,
EXXON COMPANY, US.A,
ARMSTRONG ENERGY CORPORATION
and NEW MEXICO OIL CORPORATION,

Respondents.

Case Assignod
To: Judge Alvin F. Jones

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.



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.Stat.Ann. §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.Stat.Ann. §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,

3



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.

oSy iy

William K. Carr

Post Office Box 2208

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

ATTORNEYS FOR CURRY AND
THORNTON and STEVENS
OPERATING CORPORATION



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 CASE NO. 9617
FOR AN UNORTHODOX OIL WELL LOCATION (DE NOVO)
AND A NON-STANDARD PRORATION UNIT,
CHAVES COUNTY, NEW MEXICO, s

RECEIVED
APPLICATION OF STEVENS OPERATING NOV 9 9 1989
CORPORATION TO AMEND DIVISION SN
ORDER NO. R-8917, DIRECTIONAL OIL CONSERVATION D

Y

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

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:

1L The North King Camp-Devonian Pool was discovered in 1988 and Special

Exhibit 1



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 authonzation 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 novg 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



from the standard 515 barrels of oil per day to a penalized 125 (.33 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 oi, 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 Oil and Gas Act.



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 pfotcction 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.MStat-Ann. §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



contrary to its duties under the Oil and Gas Act. The reduced allowables are accordingly

arbitrary, capricious and contrary to law.

C. ORDERNO.R-9035 VIOLATES APPLICANTS’ DUEPROCESS 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. theloss 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):

Initia] Future Discounted
Allow. Life Yearly Reserves  Net Present
Barrels Years  Cash Flow Barrels Revenue Worth @ 10%
49 31 $ 244,425 567,000 $7,388,335 $2,417,967
200 10 $1,034,630 676,000 $9,241,645 $6,206,521



This economic loss of 109,000 barrels, $2 million actual and $4 million present
worth constitutes a deprivation of a protected property interest.!

Neither applicants nor E/2 owners had notice that the Commission contemplated
penalizing allowables in order to compél 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 Jow allowable
for this pool set by Order No. 9035 amounts to an arbitrary taking of property in violation

of Applicants substantive due process rights.

! 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 restrictions and will be presented if
Rehearing is granted in this case.



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 oil 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 ol 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 Oil 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 oil. Since the percentage of attic oil remains the same regardless of whether or

not the Commission reduces the total acre feet to 10, 714 from the Hickman total of



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 areal 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 minus 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.

(¢) Underlying the SE/4 of Section 9 (Holmstrom #1), there is
approximately 5213 acre feet of recoverable Devonian ofl 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 oil pay or 22% of the recoverable reserves in the
pool total for an allowable of 56 barrels of oil per day.

The Commission qualifies its equation of recoverable oil 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



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.Stat.Ann. §70-2-17 (1978) which affords each owner in a pool "the opportunity to
produce his just and equitable share of oil or gas . . . under his property . . .." The E2
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 formula.

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.

WHEREFORE, CURRY AND THORNTON and STEVENS OPERATING

CORPORATION pray that the Commission:
A.  Grant their Application for Rehearing of Cases 9617 and 9670,
B. O, 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 oil . . ." 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 recoveradle reserves.



1. A total pool allowable of 973 barrels of oil per day to be allocated
as follows:
#1 Deemar: 25% Recoverable reserves and 242 barrels of oil
per day allowable
#1 Holmstrom: 53% recaverable reserves and 515 barrels of
oil 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:

L 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

10



Respectfully submitted,

CAMPBELL & BLACK, P.A.

b AN,

William F. Carr

Patricia A. Matthews

Attorneys for

CURRY AND THORNTON and STEVENS
OPERATING CORPORATION
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CERTIFICATE OF SERVICE

I do hereby certify that [ 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:

Emest L. Padilla, Esq. W. Thomas Kellahin

P.O. Box 2523 P.O. Box 2265

Santa Fe, New Mexico 87504 Santa Fe, New Mexico 87504-2265
W. Perry Pearce Deborah S. Dungan

P.O. Box 2307 P.O. Box 2307

Santa Fe, New Mexico 87504 Santa Fe, New Mexico 87504

Paul A. Cooter
P.O. Box 1357
Santa Fe, New Mexico 87504-1357

On this 22 day of November, 1989.

Respectfully submitted,

CAMPBELL & BLACK, P.A.

By Aat\x'i-J

Wiliam 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
200 W. MARCY, SUITE 216
P.O. BOX 2523

ERNEST L. PADILLA SANTA FE, NEW MEXICO 87504-2523 FAX 988-7592

MARY JO SNYDER AREA CODE 50

(505) 988-7577

November 22, 1989
AERE ‘;T?V”“*m@'\m
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e o -‘?C“ ‘ t\ \ ' ";‘7-»1!

HAND DELIVERY
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_ NOV 22 1989
William LeMay, Chairman
0il Conservation Commission OIL CONSERVATION DIV.

State Land Office Bldg. SANTA FE
Santa Fe, New Mexico 87501 _i S

Re: Cases 9617 and 9670; Order R-9035

Dear Mr. LeMay:

Enclosed please find Santa Fe Exploration Company’s
Application for Rehearing of _the above referenced cases.

\H

ELP:pmc
Enclosures

cc: Santa Fe Exploration Company (w/enc.)
William F.Carr, Esq. (w/enc.)
W. Thomas Kellahin, Esq. (w/enc.)
Paul A. Cooter, Esq. (w/enc.)
Deborah S. Dungan, Esqg. (w/enc.)

e,



- RECRIVED

NOV 22 1989
STATE OF NEW MEXICO OIL CONSERVATION DIV.

ENERGY, MINERALS AND NATURAL RESOURCES DE?ARTMENT SANTA FE
OIL CONSERVATION COMMISSION H

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.9670
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 Exploration Company (Santa Fe), based on the
record before the Commission, hereby applies for rehearing

of the above-stated cases and as grounds therefor states:

1. It is an aggrieved party, pursuant to 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 0il Conservation Division
(Division), after notice and hearing, issued its order No.
R-8806 establishing the North King Camp Devonian Pool and
establishing special rules and regulations for development

of the pool.



3. Rules 2 and 4 of the North King Camp Devonian Pool
state:

RULE 2: Each well shall be located on a standard
unit containing 160 acres, more or less, substantially in
the form of a square, which is a governmental quarter-
section being a 1legal subdivision of the United States

Public Lands Survey.

RULE 4: Each well shall be located no nearer
than 660 feet to the outer boundary of the proration unit or
330 feet to any governmental quarter-quarter section line or
subdivision inner boundary; nor nearer than 1320 feet to the
nearest well drilling to or capable of producing from the

same pool.

4, On April 19, 1989 the Division issued its Order
No. R-8917, on the application of Curry & Thornton for an
exception to standard spacing and proration unit 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 to drill a well at an unorthodox
location 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 well at a distance of approximately 165 feet from

Page 2



the Santa Fe Exploration Company lease in the SE/4 of
Section 9. The order also approved a non-standard spacing

and proration unit consisting of the E/2 W/2 of Section 9.

5. Subsequent to the issuance of Order No. R-8917,
and after a change of operator from Curry & Thornton to
Stevens Operating Company (Stevens), Stevens filed an
application for directional drilling which would allow
Stevens to re-enter the Philex 0il Company Honolulu Federal
Well No. 1 in Unit K of the SW/4 of Section and
directionally drill to 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 to directionally drill
its well. The first attempt, which complied with the
footage requirements of Order No. R-8917 resulted in a dry
hole. Thereafter, without authority and without notice and
hearing, Stevens commenced its second attempt at directional
drilling this time obtaining oil production from

approximately 65-70 feet of the Santa Fe lease line.

7. The second attempt at directional drilling was
absolutely unlawful in that the Division violated its own
orders and rules, and was done in a manner which denied

Santa Fe due process and equal protection of law. No prior
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notice of communications between Stevens and the Director
of the Division were given to Santa Fe or of the authority
given by the Division Director to Stevens to pursue the
second attempt at directional drilling. The Division
Director’s purported authority to grant or allow the second
attempt to directionally drill to its bottom hole location
unlawfully violated Santa Fe’s constitutional 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 regqulations of the Division in a

discriminatory fashion.

8. The findings of the Commission in relation to
apportionment of production attributable to the Stevens
non-standard proration unit from an unorthodox location
from the pool are not sufficiently extensive to show the
basis of the Commission’s order nor do such findings
disclose the reasoning of the Commission in reaching its

ultimate findings.

9. The findings of the Commission in relation to
reduction of the oil allowables established by Order No. R-
8806 are not supported by any credible evidence, are
erroneous, capricious, and contrary to 1law, and are a
collateral attack on the Division’s rules for the North King

Camp Devonian Pool, especially since Santa Fe dismissed its
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Case No. 9697 to amend the North Xing Camp Devonian Pool

special rules with respect to oil allowable.

10. The finding of the Commission in relation to
unitization, whether implied or expressed in Order R-9035,
are contrary to law and are totally without foundation
under the circumstances. The Commission’s Order has the
effect of force-unitizing the Stevens and Santa Fe lands in

a manner which is confiscatory to Santa Fe.

1l1. Viewed as a whole, the Order of the Commission is
arbitrary, capricious, grossly erroneous and willfully and
deliberately violates the Division’s applicable rules and
statutes administered by the Division and the Commission,

all of which invalidates the entire Order.

Wherefore, Santa Fe requests that the Commission grant
this application for rehearing.
Respectfully submltted

PADI & [SN D
By M&
/§§ﬁ’St L. Padilla
P. O. Box 2523
Santa Fe, New Mexico 87504-2523
(505) 988-7577

Attorneys for Santa Fe
Exploration
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CERTIFICATE OF

SERVICE

I hereby certify that the
Rehearing was mailed first-class,
¥. Carr, Esg., Campbell & Black
Fe, New Mexico 87504 on this 22nd

foregoing Application For
postage prepaid to William
PA, P. O. Box 2208, Santa
Novepber, 1989.

[L,LCM N

Ernest L. Padilla

Page 6



STATE OF NEW MEXICO

GARREY CARRUTHERS . November 2,
GOVERNOR

Mr, William F. Carr Re:
Campbell & Black

Attorneys at Law

Post Office Box 2208

Santa Fe, New Mexico

Dear Sir:

ENERGY ano MINERALS DEPARTMENT

OIL CONSERVATION DIVISION

1989

POST OFFICE BOX 20E8
STATE LAND OFFICE BUILDING
SANTAFE NEW MEXICC 8752
(505} 827-380C

CASE No. 9617 and 9670
ORDER NO. p-gnas

Applicant:
urry and Thornton and
Stevens Operating Corporation

Enclosed herewith are two copies of the above-~referenced
Commission order recently entered in the subject case.

Sincerely,

77 /g/ ‘ C -
vjékj5f1c,¢xﬂ; AkCCC AL >0

FLORENE DAVIDSON
OC staff Specialist

Copy of order also sent to:

Hobbs OCD X
Artesia OCD X
Aztec OCD

Other Thomas Kellahin, Ernest L. Padilla, Patty Matthews,

Paul Cooter, Deborah Dunigan




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,) 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 (i-pP,) 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 sald 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 0il well location within 500
feet west of a point 1980 feet from the South line and 2475 feet from the West line
of sald 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 sald 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 withessed. 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, sald 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 full 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 drill, in the manner described in Finding Paragraph No. (6) of this
order, so as to penetrate the North King Camp-Devonian Pcol 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 drillinbg
operations Into sald 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,).

(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

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

WILLIAM J. LEMA
Director
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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 wWwill 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 matter of the hearing called by the 0il Conservation Division on its own motion to permit Tom L. Ingram,
American Employers' Insurance Company, and all other interested parties to appear and show cause why the Chappell
5% Yell 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 its own motion to permit Tom L. Ingram,
American Employers' Insurance Company, and all other interested parties to appear and show cause why the Gihon
w31n 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 Ares comprising 3320 acres, more or less, of State
and Federal lands underlying all 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 all 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 O0il 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, all
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 will 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 fair, 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
spproximately 11 miles south-southeast of Boaz, New Mexico.
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CASE 9780:

CASE 9726:

CASE 9762:

CASE 9763:

CASE 9781:

CASE 9782:

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 0il Center, New Mexico.

(Continued from September 20, 1989, Examiner Hearing.)

Application of Haylan 0il Corporation for compulsory pooling, Lea County, New Mexico. Applicant, in the above-
styled cause, seeks an order pooling all 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 all formations and/or pools developed on 160-acre spacing and the NE/4
SW/4 of said Section 25 to form a standard 40-acre oil spacing and proration unit for any and all formations
and/or pools developed on 40-acre spacing (which presently includes but is not necessarily limited to tre
Undesignated House-Blinebry 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 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 well location is approximately 1.3 miles east-northeast
of Nadine, New Mexico.

(Continued from October 4, 1989, Examiner Hearing.)

Application of TXO Production Corp. for directional drilling, Eddy County, New Mexico. Applicant, in the above-
styled cause, seeks authorization to directionally drill from a surface location 900 feet from the South Line
and 1815 feet from the West line (Unit N) of Section 11, Township 20 South, Range 29 East, to a standard
bottomhole oil 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 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 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.

(Continued from October &, 1989, Examiner Hearing.)

Application of TXO Production Corp. for directional drilling, Eddy County, New Mexico. Applicant, in the above-
styled cause, seeks authorization to directionally drill 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 oil well tocation 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 oil 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 all 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 all 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 well location thereon. 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 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 all 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
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CASE 9783:

CASE 9784:

CASE 9729:

CASE 9771:

and all 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 all formations developed on 160-acre spacing; and the SW/4
SW/4 to form a standard 40-acre oil spacing and proration unit for any and all 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 lLine and 990 feet from the West line (Unit M) of said Section 22. 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 dritling said well. Said well location is approximately 5.5 miles north-
northwest of the San Simon Sink.

Application of Oryx Energy Company for compulsory pooling, Lea County, New Mexico. Applicant, in the above-
styled cause, seeks an order pooling all 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 $/2 to form a standard 320-acre gas spacing and proration unit for any and all 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 Qjo Chiso-Morrow Gas Pool); the SE/4 to form a standard 160-acre gas spacing and
proration unit for any and all formations developed on 160-acre spacing; and the $W/4 SE/4 to form a standard
40-acre oil spacing and proration unit for any and all 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 O) of said Section 26. 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 4 miles north-northwest of the San Simon Sink.

Application of Oryx Energy Company for compulsory pooling, Lea County, New Mexico. Applicant, in the above-
styled cause, seeks an order pooling all mineral interests from the surface to the base of the Morrow formation
underlying the fol lowing 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 all 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 all formations developed on 160-acre spacing; and the NE/4 NW/4 to form a standard
40-acre oil spacing and proration unit for any and all formations developed on statewide 40-acre spacing. All
of the above-described units are to be dedicated to a8 well to be drilled at a standard location in the NE/4
NW/4 (Unit C) of said Section 27. 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 5 miles north-northwest of the San Simon Sink.

(Continued from A_ug{.gst 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 NE/4 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.

(Continued from October &4, 1989, Examiner Hearing.)

Application of OGS Operating Company for compulsory poolting, Eady County, New Mexico. Applicant, in the above-
styled cause, seeks an order pooling all 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 all 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
all formations developed on 160-acre spacing; and, the SE/4 SW/4 to form a standard 40-acre oil spacing and
proration unit for any and all 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 drilled at a standard location in the SE/4
SW/4 (Unit N) of said Section 5. 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 area is located
approximately 5.25 miles northwest by north of White City, New Mexico.
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CASE 9785:

CASE 9786:

CASE 9787:

CASE 9773:

CASE_9788:

CASE 9700:

Application of Arco 0il 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 all 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 all 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 tine and 1980 feet from the West line (Unit C) of said Section 4. 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 1.25 miles north by west of Oil Center,
New Mexico.

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 oil and gas
from its 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.

Application of Harvey E. Yates Company for compulsory pooling and directional drilling, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks an order pooling all 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 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 location is
approximately 4 miles north-northwest of the junction of U.S. Highway 62/180 and New Mexico State Highway 31.

(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 all 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 all 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 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 approximetely 15 miles west by north of Elkins, New Mexico.

Application of Yates Petroleum Corporation for directional drilling and an unorthodox gas well location, Eddy
County, New Mexico.  Applicant, in the above-styled cause, seeks authorization to directionally drill a well
from a surface (ocation of 563 feet from the South line and 2125 feet from the East (ine (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 £/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.

(Readvertised)

Application of Yates Petroleum Corporation for compulsory pooling, Eddy County, New Mexico. Applicant, in the
above-styled cause, seeks an order pooling all 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 all 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 $/2 NW/4 (NW/4 equivalent) of said Section 2 to form a standard
160-acre spacing and proration unit for all 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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CASE 9725:

CASE 9789:

CASE_9790:

CASE 9791:

CASE 9792:

CASE 9793:

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 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 indriiling said well. Said well location is approximately 8 miles west
by north of Seven Rivers, New Mexico.

(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 its Red Rock "NB"
Federal Well No. 2 to be drilled 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.

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 oil from the Mancos formation comprising all 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 0il Pool to include all 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.

Application of Mallon 0il 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 all 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.

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-Gallup 0il Pool by the deletion
of the NE/& SW/4&, S/2 SW/4, and SW/4 SE/4 of Section 31, Township 24 North, Range & West, to contract the
Counselors Gallup-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
NE/4, NW/4, and $/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.

Application of R. E. Hibbert for directional drilling and an unorthodox gas well location, Eddy County, New
Nexico. Applicant, in the above-styled cause, seeks authorization to sidetrack from its 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
drill to an unorthodox gas well location in the Mosley Canyon-Strawn Gas Pool within 50 feet of a point 360 feet
from the North lLine 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.

In the matter of the hearing called by the 0il Conservation Division on its 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 oil pool for Delaware production and
designated as the West Tonto-Delaware Pool. The discovery well is the Mitchell Energy Corporation Federal
s8 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 0il Center-Glorieta 0il Pool,
because four of the five wells producing in this pool are classified as oil 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, NMPM
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: $/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:

TJOWNSHIP 18 SOUTH, RANGE 33 EAST, NMPM
Section 15: SE/4

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

CASE 9611:

CASE 9617:

CASE_9670:

CASE 9697:

(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 Llines (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.

(De Novo) (Cuntinued 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.

(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 drill 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-scre 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.

(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.
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RECEIVED
HAND-DELIVERED
William J. LeMay, Director .
0il Conservation Division : “iLmWmewNDmeN

New Mexico Department of Energy,

Minerals and Natural Resources

State Land Office Building

Santa Fe,

Re:

Dear Mr.

New Mexico 87503

Case No. 9617:
Application of Curry & Thornton for an Unorthodox 0il
Well Location and Non-Standard Proration Unit, Chaves
County, New Mexico

=
Case No.(@EEEZ:/
Application of Stevens Operating Corporation to Amend
Division Order R-8917, Directional Drilling, and an
Unorthodox Oil Well Location, Chaves County, New Mexico

Case No. 9697:

Application of Santa Fe Exploration Company for Amendment
of the North-King Camp Devonian 0il Pool Special Pool
Rules, Chaves County, New Mexico

LeMay:

This letter is to request that the Commission hearings in each of
the above-referenced cases scheduled for September 21, 1989 be
continued and rescheduled in October, 1989.

This continuance will enable the parties to attempt to reach a
voluntary agreement for the development of the North King Camp
-Devonian 0Oil Pool.



William J. LeMay, Director
0il Conservation Division
September 15, 1989

Page Two : :

Ernest L. Padilla, attorney for Santa Fe Exploration Company joins
with me in this request for continuance.

To avoid scheduling conflicts, Stevens Operating Corporation also
requests, that the October hearings in these cases be set during
the fourth week of October, 1989.

Your attention to this matter is appreciated.

VeZy truly yours,

WILLIAM F. CARR
ATTORNEY FOR STEVENS OPE ING CORPORATION
and CURRY D THORNTON

AN
‘ S
NEST L. PADILLA
ATTORNEY FOR SANTA FE EXPLORATION COMPANY

WFC:mlh
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Dockets Nos. 29-89 and 30-89 are tentatively set for Qctober 4 and October 18, 1989. Applications for hearing must be filed at
laast 22 days in advance of hearing date.

DOCKET: EXAMINER HEARING - WEDNESDAY - SEBTEMBER 20, 1983
8:15 A.M. - OIL COKSIRVATION DIVISION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING
SANTA T8, NEW MEXIICO

The following cases will be heard Lefore David R. Catanach, Rzaminer, or Michael 8. Stogmer, or Victor 7. Lyon, Alternate Sxaginmers:

CASE 9712:  (Continued from September §, 1989, Zzaminer Rearisg.)

In the matter of the hearing called by the 0il Comservation Division on its own motion to permit Tom L. Ingram,
American Employers' Insurance Coapany, and all other interested parties to appear and show cause why the Chappell '5°
Well No. 1 located 2310 feet from the Xorth lisz and 990 feet from the West line {Unit B) of Section 5, Township 12
North, Range 30 Bast, as projected into the unsurveyed Baca Location No. 2 Grant, Sam Miguel County, New Mexico (which
is located approximately 9.25 miles north-northwast of Tucuscari, New Nexico), should not be plugged and abandoned in

accordance with a Division-approved plugging prograa. ’

CASE 9713:  (Continued from September 6, 1989, Examiner Hearizg.)

In the 3atter of the hearing called by the 0il Conservation Division on its own motion to perait Tom L. Ingraw, Azerican

~ Employers' Insurance Coapany, aad all other interested parties to appear and show cause why the Gihon "31* Well ¥o.
1 located 2970 feet from the South line and 1814 feet frca the Bast lime (Umit G) of Section 31, Towaship 13 North,
Range 30 East, as projected into the unsurveyed Baca Location No. 2 Grant/Pablo Montoya Land Gramt, San Niguel County,
New Mexico {which is located approximetely 10.% giles north-northwest of Tucuamcari, New Nexice), should not be plugged
and abandoned im accordance with a Division-approved plugging program.

(ASE 9757:  Application of Vates Petroleus Corporation for a umit agreemeat, 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 Bast and all or portions of Sections 6, 7,
18, and 19, Township 11 South, Ramge 35 Rast. This area is located approximately 11 ailes northwest of Tatum, New
Mexico.

CASE 9725:  (Continued from September &, 1989, Examiner Hearing.)

Application of Yates Petroleum Corporaticn for im umorthodox 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" Fedsral Well ¥o.
2 to be drilled 330 feet from the South line and 2980 feet from the West lime (Umit N} of Section 28, Township & South,
Range 25 Fast, Pecos Slope-Abo Gas Pool, the SW/4 of said Section 25 to be dedicated to said well foraing 3 standard
160-acre gas spacing and proration unit for said poel. Said well location is approsimately 13.25 ailes norch by west
of the Pecos River Bridge om U.S. Highway 70.

ASE 9700:  {Continued from Sespteaber §, 1989, Examiner Heiring.)

Application of Yates Petroleua Corporatien for compulsory peoling, Eddy County, New Mexico. Applicant, in the ibeove-
styled cause, seeks ap order pooling all mineral interests from the surface to the base of the Morrow foraation
underlying Lots !, 2, 3, and 4 and the §/2 W/2 {N/2 equivalent) of Section 2, Township 20 South, Range 24 East, foraing
& standard 319.04-acre gas spacing and proration unit for any aod all 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-3trawn Gas Pool, Undesignated Dagger Draw-Atoka Gas Pool, Undesignated North Cemetery-itoka Gas Pool, Undesignated
Cz3etery-Morrow Gas Pool, and the Undesignated Hcag Tank-Morrow Gas Pool) amd Lots 3 amd 4 and the §/2 WW/4 (NW/4
equivalent) of seid Secticn 2 t¢ fore 2 standard 135.%4-acre spacing and proratiom unit for all formaticns and/or pocls
developed on 160-acre spacing (which presently includes but is not necessarily limited to the Undesignated Dagger Craw-
Wolfcasp Gas Peol and che Undesignated Xorth Dagger Draw-Upper Pemnsylvanian Pool). Both aforementicned units ars i¢
ba ded:icated to a well to be drilled at a standard lecaticn 660 feet from the North line and 1380 fest freg tie w:se
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CASE 9743:

CASE 9762:

(23 8764:

CASE 97¢5:

LAUCEME L a¥U e wf T

{Continued froz Septeaber 4, 1989, Exaziner Sesrizg.)

Application of Zenoce Izc. for revisicn ¢f Divisioz Grder No. R-5008 and siamultanecus dedication, Lei County, Xew
Yexico. Aprlicant, in the above-styled cause, seeks authority to revise the two Eumont Gas Pool preratisn units
described {n Divisien Jrder Ho. R-5003 to elizinate the 40-acre tract being the SW/4 BW/A of Section 10, Towzship 20
Soucd, Range 37 fast, frem szid order and to establish a 64)-acre non-standard gas proration unit comprising the Sw/d
of Secticn 10 and the ¥/2 and W/2 8/2 of Section i3, both in said Township 23 South, Range 37 Bast, to be simultanecusiy
dedicatzd to the Britt *B® wW2lls Nos. 2, 15, and I3 all located at previously approved unorthodox gas well locations
in Unit L of Section 15, Unit X of Section 10, and Unit € of Section 15, respectively. Said unit 15 located
approxieately 3.5 miles south-southeast of Monuaent, Mew Mexico.

Application of TX0 Production Corp. for directional drilling, Eddy County, New Nexico, Applicant, in the ahcve-styled
cause, seeks authorization to directionally drill from a surface location 900 feet from the South line and 1315 fest
froz the West line (Unit Ni of Section 11, Towzship 20 South, Range 29 Bast, to a standard bottoahole oil well location
in the Strawn formation within 50 feet of a point 825 feet from the Worth line and 1815 feet from the West line {Uait
C) of Section 14, Township 20 South, Ramge 23 Fast, the NE/4 KW/{ of said Section 14 to be dedicated to said well
foraing a scandard 40-acre cil spacing amd proration unit for the Undesignated South Parkway-Strawn Pocl. Tais well
location is approximately 4.25 piles north-northwest of the junction of U.S. Righway 62/180 and New Nexico State Highway
3.

apelicaticn of TXO Producticn Corp. for directicnel drilling, Eddy County, New Mexico. Applicant, in tha above-styled
cause, seeks autherizaticn to directiomally drill froma Serace location 100 feet from the North line amd 1500 fast
from the %ast line {Unit B) of Section 15, Township 20 Scuth, Range 29 Rast, to & standard botteahole oil well locatice
in the Strawn foraation «.t‘-r 50 feet of a point 1315 feet from the North lime and 825 feet from the Rast iine (Unit
H) of said Section 15, the 38/4 NE/4 of said Section 15 to be dadicated to said well forming a standard 40-acre oil
spacing and proratien upit for the Undesignated South Parkway-Strawn Peol. This well locaticn is approxizately 4 @iles
northwest of the junction of U.S. Righway 627180 and New Mexico State Highway 31.

Applicaticn of Maridian 0i1, Inc. for a highly-deviated dirscticnal drilling pilot project, unorthodox gas well locaticn
znd an eicevticn to Rule 2{b) of the Special Rulsc Governing the Blanco-Mesaverde Pool, San Juanm County, New Mexicc.
Applicant, in the atove- styled cause, seexs authority to initiate a hichly-deviated directicnal drilling pilot project

the eguivalent /2 {uats 1, 2,1, 8, 9, 10, 13, and 16} of Secticn 14, Township 30 North, Range 8 West, fcraing a
284.20-acre g3s spacing and '*3rat10n upit in th: Elanco-Mesaverde Pool, oy coamencing its Howell ®E" Well Ko. 2R at
an unorthaao rfice location 435 feet from the North line and 1555 feet from the Bast line of said Sectiom 14, then
drilling to a true vertical depth of approxiazately 3421 feet then commencing a mediua radius curve ir & southeriy
diraction to encounter the top of the Blanco-Nesaverde Pool at a true vertical depth of approzimately 4142 fest at #duch
peint the wallbore will be drilled to the base cf the Blanco-Mesaverde Pool at & true vertical depth of approxinately
5415 fest to a termipus at a standard bottomhole locatiocn ir the SE/4 of said Sectiom 14 Deing mo closer tham 790 feet
frem the outer boundary of the southern half of the subject proration unit. Applicant further seeks an exception to
Aule 2{b) of the Special 2ules and Regulaticns far the Blance-Masaverde Pool as proaulgated by Division Order Ne. R-
8170, as amended, allowing & third well to be drilled and produced on an existing proration umit in which are dedicated
the Howell "% Wells Nos. 2 and 2X lecated in Units B and P, respectively, of said Secticn 14, Said umit is lecated

aprronizately 20 miles east of Aztec, New Mexico,

18
3
184

Application of Meridian 0il, Inc. for a highly-deviated directional drilling pilot project, unorthodox gas well lecatien
and an excenticn to Rule 2{b} of the Special Rules Governing the Blamco-Mesaverde Pool, San Juan County, New Magico.
Bpplicant, in the above-styled cause, seeks authority to imitiate a highly-deviated directicnal drilling pilot project
in the equivalent W/2 {Lots 3 and 4, the §/2 K¥/4, and the SW/4) of Section &, Township 30 NWorth, Range 9 Wast, tornlng
3 222.70-acre gas spacing and proration unit in the Blanco-Mesaverda Pool, by commencing its Riddle Well ¥o. 1R at
&0 unorthcodas surface location 250 feet frci the North line and 830 feet from the West line of said Secticn 1, then
drilling to 1 crie vertical depth of approximately 3830 feet thenm commencing a medium radius curve iz & southerly
directicn t encounter the tap of the 3.znzc-¥szaverde Pocl at about 4550 feet at which point the wellbcre will Se
drilled t~ ke base ¢f the anco-Meszvaris Pool at a true vertical depth of approvimately 5750 feet to a teraipus
at z standard Sottomhcle leocation im the 3W/4 of :a:d Sscticn 4 being zo closer than 790 feet freom the outar houndary
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CASE 974¢:

CASE 9756:

CACE §7%6:

CASE 9767:

of the scuthern half cf the subjsct proraticn unit. Applicant further seeks am exception o Rule 1{b) of the Special
Rules and Regulations for the Blamc:-Mesaverde Pccl as proaulgated by Division Order No. 2-8170, as emended, allewing
a third weli to be drilled and preduced 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 Megico. = -

(Readvertised)

Application of Richmond Petroleus Inc. for compulsory pooling, Sam Juan County, New Mexico. Applicant, in the above-
styled cause, seeks an order pooling all mineral interests in the Basin-Fruitland Coal Gas Pool urderlying the §/2 of
Section 9, Township 32 North, Range 6 West, ferzing a standard 320-acre gas spacing and proratior unlt 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 driiling and completing said well and the allocation of the cost thereof
as well as actual operating costs and charges for supervision, designation of applicamt as operator of the well and
a charge for risk invelved in drilling said well. Said umit is located approzimately 1/2 aile south of Mile Post Ko.
243 which 1s located on the Colorado/New Xexico stateline.

{Continued from September 6, 1383, Bzaziner Hearing.}

Application of Bill Fema, Inc. to amend Division Order ¥o. R-8890, Bddy County, New Mexico. Applicamt, in the abcve-
styled cause, seeks to amend Division Order ¥o. 2-8830, dated March 14, 1989, which authorized the applicant to dually
coaplete its Roaring Springs Federal Cea. Well Xo. ! in the Indian Basin-Upper Pennsylvanian and Indian Basin-Narrow
Gas Pocls at an unorthodox gas well locaticn 1650 feet from the Worth line and 990 feet fora the West lime (Unit §)
of Section 14, Township 21 South, Ramge 23 Rast. by allewing the applicant to recomplete up toe hole from the Morrow
zone to the Strawn foraation whereby said well would be dually completed in the Indian Basin-Upper Penrsylvanian Cas
Pocl and the Strawn foraation. Said Order No. R-3830 is to be further amended to include authorizaticn for an
unorthodox gas well location in the Strawn formation, the N/2 of said Section 14 to be dedicated to said well fcraing
a standard 320-acre gas spacing and proraticn unit for the Strawn interval. Said well is located apprcziaately 1.25
Eiles north-nortawest of the Marathen 0il Ccapany Indian 3asin Gas Plant.

ipplication ¢f Dayle Hartzan for a non-standard cas proration unit and an unorthodox gas well location, lea County,
New Mexico, irclicant, in the above-styled cause, seesks approval for an unorthodox gas well location for its A.L.
Christaas Well ¥o. 1 to he drilled 990 feet from the ¥orth line and 450 feet from the West lime (Unit D) of Zecticn
18, Toweship 22 South, Ramge 37 Zast, Bumont Gas Pool, Lots 1, 2, 3, and 4 of said Section 1S to be dedicated to said
well forning a non-standard 147.96-acre spacing and proration unit for said pool. This unit is located approxisately
4.25 ailes southwest of Bunice, New Mexico.

In the matter of the hearing called bv the 0il Conservation Division on its own motion for an order extending certain
pools in Rio Arriba, Sandoval, and San Juap Counties, new Mexico,

{a) EXTEND the Bisti-Lower Gallup Oil Pool in %im Juan County, New Mexico, to imclude thereinm:

TOWNSHIP 25 NORTH, RAKGE 11 WEST, NMPM
Section 32: §/2 NW/4 and SW/4

TOWNSKIP 2% NORTH, RANGE 13 WRST, NMPM
Section 04: ¥N/2 ¥/2

(b) EXTEND the South Bisti-Gallup 0il Peol im Sam Juan County, New Mexico, to include therein:

TOWNSHIP 23 MORTH, RANGE 10 WIST, NMFX
Sectizn 50 §/7 SE/4




irage b oL

" Examiner Hearing - September 20, 1989

{¢) EXTEND the Blanco-Pictured Cliffs Pocl in Ris Arriba and Sam Juam Counties, New Mexico, to imclude therein:

TOWNSHIP 31 NORTH, RANGE 9 WEST, NMPM
Section 20: NE/}

{d} EITZND the Bscrito-Gallup 0il Pocl in Ric Arriba and Sam Juan Counties, New Mexico, to include therein:

TOWNSHIP 24 NORTH, RANGE 6 WEST, NMPM
Section 30: /2 NW/4

{e} EXTEND the Gavilan-Nancos 0il Pool in Rio Arriba County, New Xexico, to inmclude therein:

TOWNSHIP 26 NORTH, RANGE 2 WEST, NMPM
Secticn 3. All

{€) EXTEND the West Lindrith Gallup-Dakota 0i! Pool im Rio Arriba and Sandoval Counties, New Mexico, o imclude
therein:

TOWNSHIP 26 NORTH, RANGZ 4 WEST, NNPY
Section 28: §/2

(g} BITEKD the Lybrook-Gallup 0il Pool in Rio Arriba, Sandoval and San Juan Counties, New Mexico, tc include therein:

TOWNSHIP 23 HORTH, RANGE 7 WIST, NMPH
Section 15: 5§72 N/2 and §/Z
Section 16: N/2 and N/2 SE/A

(b} EXTEND the North Pinion-Pruitland Sand Pool in San Juan County, Kew Mexico, to include therein:

TONNSHIP 20 MORTH, RANGE 12 WEST, NMPM
Section 29: NW/{

CASE 9768:

CASE 9769:

Docket 28-89

DOCKET: COMMISSION HEARING - THORSDAY - SEPTEMBER 21, 1989

9:00 AM, - NORGAN HALL, STATE LAND OFFICE BUILDING
SAHTA 7, NEW MEXICO

---------------------------------------------------------------------------------------------------------------------

In the matter of the hearing called by the 0il Conservation Division on its own motion to amend Rules 0.1, 106, 111,
117, 118, 301, 103, 309-C, 503, 505, 5068, 509, 1100, 1113, 1122, and 1304 of the General Rules and Regulations for the
New Mexico 0il Comservation Division. These changes are primarily to clarify language and do not change the impact
of the rules. Capies of the proposed charges can be ohbtained frox the Division's office im Santa Fe.

In the matter of the hearing called by the 0il Conservation Division of the Energy, Minerals and Natural Resources
Departaent on its own motion to amend General Rules 312 amd 711 to require bonds for treatimg plasts to be im place
prior to the comaencement of construction instead of at the time of application.
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CASE 9657:

CASE 9543:

{De Nove) ([Ccntinued azd Rsadvertised.:

Applicaticn of Midland Phoenig Corperation for in unerthodox gas well location and compulsory pocling, Lea County,
New dexico. Applicent, in the above-s:vled ciause, sesks an order pooling all mineral interests in the Undesigrated
Pitchfork Ranch-Atoka Gas Pocl and the Undesignated Pitchfork Ranch-Morrcw Gas Pool underlying the E/2 cf Section 24,
Township 24 Scuth, Range 34 fast, to form a stindard 320-acre gas spacing and proration unit for beth pools, to be
dedicated to a well to b2 drilled at an unorthodox gas well location 660 feet from the South line and 1330 feet froa
the East line (Unit C) of said Secticn 34. Also to be considered will be the cost of drilling and coapleting said well
and the allacation of the cost thereof as well as actual cperating costs and charges for supervision, designatior of
appiicant 35 operator of the well and a charge for risk icvolved in drilling said well. Said umit is located
approximately 3 amiles west-southwest of the Junction of 0ld4 State Highway No. 128 and County Road No. 2. Upca
agpiication of Znron 0il ard Gas Company, this case will be heard De Novo pursuant to the provisions of Rule 1220.

{Ce Novo} [Continued and Readvertised.)

Application of Meridian 0il, Inc. for coapulsory pooling, Sanm Juan County, New Mexico. Applicant, in the abcove-styled
cause, seeks an order pocling all mimeral interests in the Basin-Fruitland Coal Gas Pool underlying the W/I of Section
16, Township 32 North, Range 10 West, foraing a standard 320-acre gas spacing and proration unit for said psol, to De
dedicated to its EFYG Coa C Well No. 100 to be drilled at a standard gas well location in the NE/4 SW/4 (Uait K) of
said Section 16. Also to be considerad will be the cost of drilling and completing said well and the allccaticn of
the cost thereof 25 well as actual opereting costs and charges for supervisiom, designaticn of applicant as operator
of the well and 1 charge for risk involved in drilling said well. Said unit is located approximately 3.1 ailes porth
of Cedar ¥ill, New "e**fo Upcn applicaticn of ¥ina 0il and Cheaical Company, this case will be heard De Nevo pursuaat
12 the provisiens of Rule 1220,

[De Novej (Continued and Readvertised.)

ipplication of Meridian 2il, Imc. for cospulsory peoling, Sam Juan County, New Mexico. Applicant, in the sbave-styled
cause, sesks an crder ool:ng 21l aineral interests in the Basin-Pruitland Coal Gas Pool underlying the £/i of Section
16, Tewnship 22 Xorth, Range 10 West, foraing a standard 320-acre gas spacing and proration unit for said pecl, to be
dedicatad to 1t= Burrcughs Com A Well No. 100 to be drilled at a standard gas well location in the Sw/4 NE/4 Unit
G} of sald Sscticn i5. Also to be considered will he the cost of drilling and ccapleting said well and the allecaticn
of the cost thersof 23 well as actual cperating costs and charges for supervision, designation of applicant as cperater
of the well and a charqe for risk involved in driiling said well, Said unit is located approxizately 3.1 tiles north
of Cedar Hill, New Mexico. Upon application of Fina 0il and Cheaical Coapany, this case will be heard De Novo pursuant
te the provisions of Rule 1220,

‘ve Novo) {Continued from August 17, 1925, Cozaission Hearing.)

Applicaticn of Curry 2nd Thornten for am unorthodox oil well lccation and 3 ncn-standard proration unit, Chaves Couaty,
New Mexzico, Applicant, in the abave-styled cause, seeks approval for an unorthedox oil well locaticn 1980 feet from
the South line and 2475 feet froa the West line !Umit K} of Section 3, Tewaship 14 Scuth, Range 29 Bast, Undzsignated
North Fing Casp-Devonian Pool, the B/2 W/2 of said Section 9 to be dedicated to a well foraing a mon-standard 160-
acre oil spacing and proration unit for said pocl. Said location is approximately 17 amiles east of Hageraam, New
Mexico. Upon application of Santa Fe Zxploration Company and Curry and Thorntom, this case will be heard De Novo
pursuant to the previsions of Pule 1220.

.
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éﬁ: CASE 9670:  ([De Novo) {Continued znd Readvertised.)
L. R

+ CASE 9697:

Applicaticn of Stzvens Operating Corporaticn to azznd Divisicn Srder No. R-8917, directicnal driliing and aa unerthodsx
0il well locaticz, Chaves County, New Mexiro, Apriicant, ir the above-styled cause, seeks to amend Division Crder Mo,
R-8917 to allow for re-entry of the currently pl.sged and abiandoned Philtex Homclulu Federal well No. 1 located 1980
feet froa the South and West lires {Unit K) of Ssction 9, Township 14 Soutk, Range 29 East, NMPM, Nerth Riag Caap-
Devonian Pool, im Iieu of drilling & aew well at che unorthedox location approved by said Order. Applicant Zurther
seeks approval to directionally drill said Pailtez Homolulu Pederal Well Wo. 1 to a depth of approximately 9294 feet,
and to bottom said well at an umorthodex bottoahoie location at a point 1947 feet from the South iine and 2562 feat
from the West line of said Section 9. A 160-acre non-standard proration unit consisting of the B/2 W/2 of said Section
9, (Approved by Order No. R-8917) is to be dedicated to tae above described well. Said location is approximately 17
ailes east of Hagerman, New Mexico. Upot application of Santa Fe Exploration Coapany, this case will be heard De Novo
pursuant to the provisions of Rule 1220.

(Continued from August 17, 1989, Commission Hearing.)

hpplication of Santa Pe Exploration Coapany for amandizent of the special rules and regulations for the North Ring Cazp-
Devonian Pool, Chaves County, N¥ew Mexico. Applicart, in the above-styled cause, seeks to amend Rule & of the Special
Rules and Regulations for the North King Caap-Devonian Peel as promulgated by Division Order No. R-3806 by estiblishing
a special depth bracket allowable of 350 barrels of oil per day for the pool {pursuant to Gemeral Rules 505{d]. Said
pocl presently comprises the §8/4 of Section 9, Towrship 14 South, Range 29 fast and is located approximately 17 miles
east of Hagerman, Naw Mexicc.



STATE OF NEW MEXICD

ENERGY, MINERALS AND NATURAL RESQURCES DEPARTMENT

Ol CONSERVATION DIVISION
CARREY CARRUTHERS ‘ POSY OFFYCE 80X 2098
c::wsch:‘&J August 28, 1989 : : STATE LAND QFFICE BURDING
SANTA FE NEW MEXICO §7504
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Camphell & Black, P.A.

P.O. Box 2208
Santa Fe, New Maxico 87504-2208

Attention: wWilllam 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 Ol Well Location,
Chaves County, New Maxico.

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 wellbores was found to be 1548 feet from the South lins and 2562
feet from the West line (Unit K) of sald Section 9 or 78 feet from the
East line of the proration unit. Therefore, P, equals 660 fest minus
78 feet divided by 660, or:

P, = 582/660 = 0.882.

Tha closest well to the subject wellbore is the discovery well (referred
to {n 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. Theraefore, P, equals 1320 feet minus 739 feet divided by 1320
or: '

P, = 581/1320 = 0.440.

9..!08"1 01. YIAANS 3 YIIIQUd WOYNI 19189 6861/15/80
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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)). Utlizing 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:

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

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

Sincerely,
william J. LaMay
Director

WJIJL/MES/ag
cc: 0Oil Conservation Division = Artesia

Bob Stovall - Santa Fe
w. Thomas Kellahm Santa e

'Stevens Oparating cOrp = *Roswell

°d i 90014291 OL YAGANS 3 9171084 WDNA Zy188 €RE&T/1C /8N
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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-8517-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 i1g8¢h 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 du'ectional
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 (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 3.

{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 Paragragh (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 frem 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 Xkick-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 teotal 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-2917 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 full 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 Qil Company Honolulu Federal wWell
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 drill, 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 muiti-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,).
(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 CONJERVATIO

Director

SEAL
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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. 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 cams on for hearing at 8:15 a.m. on March 1, 1889, at Santa Fe,
New Mexico, before Examiner Victor T. Lyon.

NOW, on this 1 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 Bection 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

B/2 W/2 of said Section 9 at an unorthodox location 1980 feet from the South lUne

and 2475 feet from the West line (Unit K) of said Section 9 in the King Camp-
Devonian Pool.

(3) Ssanta 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 fest from the South and East lines of said Section 9.

e
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Order No. R-8917
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(5) 8pecial poocl 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 saction
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 thare {s a fault, down-
thrown to the west, which traversas the wW/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 faul: 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 sscond well
from the first. ‘

(8) Evidencs indicates that approximately 60 8 east of the fault in the
E/2 W/2 of Section 9 is potantially productive, and the appﬁcant is antitled to drill
a wall to recover the reserves,

(9) A non-standard proration unit consisting of the /2 W/2 would permit
applicant to drill a single well to recover the ofl under his leass, whereas two wells
drilled for the NW/4 and 8W/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 resarves 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
ninimum distance between walls. -

(12) Bvidence 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 he
drilled at the minimum distance from the nearest well.

(13) A penalty (P,) should be assessed for crowding the east line of the
unitgi;z/ proportion to the distance moved from a standard location toward that line
or ‘ 660 = 0-750

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

11002096363 0L YBGANS T BI1QWd WON4 AL TN Y T RRE R Pg A
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Order No. R-8917
Page No, 23

{15) The combined penalties should be cumulative so that tha proportion
of the top allowable assigned at the proposed location would be (1-P,) x (1-8,),
or .25 x .62% = .15625.

(16) The distance mouved toward tha offserting leass together with the
depth of the well indicates a strong possibility the well may ancroach even closer
to the Santa Fe Exploration lease or sven trespass on that lease, and therafore a
continuous directonal 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 pravent the economic loss caused by the drilling
of unnecessary walls, avoid the augmsntation of risk arising from the drilling of
an excessive number of wells and will otherwise prevent waste and protect
corralative rights.

IT 13 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 lUne
of xs;z«:ti':m 9, Township 14 South, Range 29 East, NMPM, Chaves County, New
Mexico.,

(2) The B/2 W/2 of said Section 9 shall be dedicated to the ahove-
d:&cribeld well forming a 160-acre non-standard oil spacing and proration unit for
s pool.

. . /—"'- - ‘
(3) A continuous éw:octlonal survey shall be run on the well and filed with
Eh: Divm:n so that the battomhola—location at the producing interval may be
stermined.

(¢) The depth bracket allowable for the well ghall 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 18 moved toward the boundary from the
standarad location; -
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b. a penalty (P,) basad 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 further
orders as the Division may deam necessary.

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

SETATE OF NEW MEXICO
OIL CONSERVATION

WILLIAM J. LEMAY
Director

SEAL
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STATE OF NEW MEXICO

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

GARREY CARRUTHERS POST OFFICE BOX 2088
GOVERNOR August 28, 1989 STATE LAND OFFICE BUILDING
SANTA FE, NEW MEXICO 87504
(505) 827-5800

Campbell & Black, P.A.

W 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:

P, = 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 (Unit J) of said Section 9 is 739 feet
apart. Therefore, P, equals 1320 feet minus 739 feet divided by 1320
or:

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

The effective date for sa1d penalty of this well's production shall be the date of
first production.

Sincerely,

L Jno,

william J. LeMay
Director

wWJIL/MES/ag

cc: Oil Conservation Division - Artesia
Bob Stovall - Santa Fe
W. Thomas Kellahin - Santa Fe
<z Ernest7lrePadiIl
Stevens Operating Corp - Roswell
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NEW MEXICO OIL CONSERVATION COMMISSION

COMMISSION HEARING

SANTA FE , NEW MEXICO.
Hearing Date OCTOBER 19, 1989 Time: 9:00 A.M.
REPRESENTING LOCATION
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NEW MEXICO OIL CONSERVATION COMMISSION

COMMISSION HEARING

SANTA FE , NEW MEXICO

NAME REPRESENTING LOCATION




