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(INDJAN BASIN-MORROW GAS (ORDER NOS.R-8170-0-1/R-2441.
B) FIELD - Cont'd.)

TOWNSHIP 21 SOUTH, RANGE 24 EAST. NMPM
Section 9: S72

Section 15; 72

Sections 16 and 17: All
Sections 19 through 22: All
Sections 30 through 32: All

{7) At this time the applicants in this maticr, Marathon Oil Company.
Kerr-MceGee Corporation (“Kerr-McGee™), and Santa Fc Energy Re-
sources, Inc., operators and working intcrest owners in the slorcmen-
tioncd Indian Basin-Morrow Gas Poal, scck (i) toterminaic gas profationing
for said pool, to cance! all over and uncler production, (i) authority for the
infill drilling of a sccond well within a standard 640-acre gas spacing unit,
and (iii) to amend the special rules and regulations to provide for standard
well locations not closcr than 660 feet to the outer boundary of 3 spacing
unit for said pool.

(8) Rccent gas prorationing activity in the subjcet pool includes:

(3) On August 19, 1993, the New Mexico Oil Conservation Commis-
sion (“Commission™) held a “gas allowable hearing” in which Kerr-
McGee sought but was denicd an increase in gas allowable for the Pool
(sce Division Order No. R-9960);

{b) Since then. the Commission has adopted a gas aliowable for this pool
which has resulted in the following non-marginal pool allowable per
month being assigned 10 usually just onc single non-marginal well in the
pool;

Oct 93-Mar 94: 16,947 MCF/Mo.
Apr 94-Scp 94: 15,469 MCF/Mo.
Oct 94-Apr-95: 16,000 MCF/Mo.
Apr 55-Sep 95: 16,000 MCF/Mo.
Oct 95-Mar 96: 22,304 MCF/Mo.
Apr 96-Oc¢t 96: 15.674 MCF/Mo,

(c) In August, 1995, and again in March, 1996 Marathon balloted all
operators in the subject pool and determined that no rgncrator opposcd
terminating prorationing for the Indian Basin-Morrow Gas Pool; and,

(d) On Fcbruary 185, 1996 the Commission held its “Gas Allowable
Hearing™ at which Marathon and Kerr-McGee advised the Commission
that they were sccking to terminate prorationing in this pool.

(9) At the time of the hearing in this case, evidence was presented that
Gas Prorationing for the Indian Basin-Momow Gas Poo! should now be

Jerminated at this time for reasons which includc:

(a) Since the institution of gteoratioaing for this pool in 1963, there has
been substantial changes in the poo! production, develepment, g:;crur-
chasing and marketing practiccs and other factors affecting the oil and gas
industry which make prorationing of the product from this poo! no Jonger
necessary.

(b) Market demand for gas currently exceeds deliverability from the

ol ang for its cxpected remaining life the 1otal deliverability of the welis
inthe pool is not expected to exceed market demand for gas produced from
the pool;

(c) Currently there are 9 producing wells in the pool with § wells
classificd as masginal and 4 wells classified as non-marginal;
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(d) 100% of the operators of both marginal and non-marginal wells in
the pool support the termination of prorationing in the pool;

(¢) There are no wells in the pool which arc underproduced because of
& lack of market for the gas from wells; P cc

) _Geoiofnc and gng:nccdn&acalcuhtions establish that the higher
capacity wells are draining less than 320 acres and thercfore the termina-
tion of prorationing for the poot will not give the non-marginal wells any
unfair advantage over the marginal wells;

(g) Termination of prorationing for the pool will result in increased
ultimate tecovery from the pool thereby preventing waste:

{h) Production of the non-marginal wells is currently being restricted by
the proration sysicm assignment of allowable for thosc wells and niot bya

lack of market for that production;

(i) The Division’s practicc of using the pool’s production for the prior
6-month proration period as the main indic2tion of actual markct demand
by which it sets sllowable has nat kept pool production in line with actual
market demand becayse when allowable levels and weil capabilitics are
such that a well atiempting to meet its market demand hits the six times
limit in two months or less. it will be curtailed by the time the allowable
has a chance to reflect the increascd market demand;

(§) The cument proration system for the pool lacks the flexibility to
resolve the lpmblem by simply producing the non-marginal wells at rates
in cxcess of the current allowable and causing the future allowablc 1o be
adjusted upward 1o refiect actual market demand and now most non-
marginal wells are at Jeast six times overproduced;

(k) The current allowable of 688 MCFPD is t0o low and does not
aceurately reflect the actual market demand for gas from the pool;

(1) Whilcthe current Commission has granicd increases in allowable for
cerain prorated pools in Southeasiern New Mexico, simply assignin,
more aliowable to the pool would provide only 1emporary and paniﬁ
incentives for additional production, drilling and workover activitics.
Such adjustments will not provide a long term reliable solution because the

cralors are not assured that such practice will continue and the oppor-
tunity 10 produce wells without allowable restrictions provides an cco-
nomicincentive necessary 1o encourage further drilling in the pool;

(m) Because the pipclinc companies in the which usced to be the
purchasers of 3 substantial volume of gas produced are now transponers
and not purchasers. the potential for non-ratable takes b¥ the pipelines no
longer exists and proration in this pool is no longer justifiad on that basis;

. (n) Because there is only one non-standard proration unit in the pool and
its wellno Iong;rffoduccs. there exists nobasis for continuing prorationin,
of the poa! bascd upon the advantage 2 non-standard sized proration an
spacing unit might theoretically have over standard sized spacing units;

(o) Because there re no spacing units that currently have producin,
more than one well per 320 scres, prorationing can be terminated
spaﬁmg maintained al 640 acres with authorization for a sccond “infill”
well;

{(q) All current unorthodox well Jocations are for wells which are no
longes producing in this pool and thus is not a basis for continving
proration for the pool;

AOE3NT X AH0 rS:07 8661-81-834




Page 698 New Mexico

(INDIAN BASIN-MORROW GAS (ORDERNOS. R-8170-0-1/R-2441-
B) FIELD - Cont'd.)

(r) Cancellation of over and under production from any gas spacing and
proration unit will not create the potential for drainage which is not
equalized by counter-drainage:

{s) Termination of prorationing will not cause the non-marginal wells
if allowed to produce at capacity to satisfy more than their share of the
market and thereby displace or deny a market for the marginal wells; and

(@) Termination of prosationing wili nat cause the high capacity wells,
if allowed to produce at capacily, to takc morc than their share of the
remaining £as reserves to the disadvantage of the marginal wells™ gas
proration units nor will this cause marginal wells 1o be prematurely
abandoned.

(10) Atthe time of the hcm'n? in this case, cvidence was presented that
authorization of infill drilling of 2 sccond well on 2 standard 640-acre gas
spacing and proralion unit and the amendment of the current special pool
rules 107 this pool 10 provide for standard gas well locations not closes than
660 feet 10 the ouvter boundary of a spacing unit are necessary because:

(3) Production from the Morrow formation in this area is from many
separate stringers which vary greatly in azeal extent, porosity, and thick-
ness;

(®) These stringers are not continuous across the pool; and,

(c) There are recoverable gas reserves underlying each of the spacing
units within this ! which might not othcrwise be recovered unless
greater flexibility 1s provided for standard well locations and provision is
made for increasing the density to greater than one well per 640-acre

spacing unit.

(1 1) However, such a request for greater flexibility for well Jocations in
this instance causes an inconsisiency along the Pool’s boundary lincs
where sEraqdng and well location requircments are governcd by Rule 104
of the “New Mexico Oil Conservation Division General Rules and
Regulations” which provides for 320-acre spacing for gas wells in south-
cast New Mexico &r.u. Chaves, Eddy, and Rooscvelt Counties) of
Pennsylvanian age or older with wells 1o be no closer than 660 feet to the
nearest side boundary (one of the outer boundaries running lengthwise to
the tract’s greatest overall dimensions) of the dedicated tract nor closer
than 1650 feet from the nearest end boun (one of the outer boundaries
perpendicular 10 3 side boundasy and closing the tract across its least
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overall dimension) nor closer than 330 feet to any quartcr-quarter section
or subdivision inncr boundary. Such inconsistency could resull in an
of! fsc(unf operaior of Mommow interest outside of the Indian Basin-Mormow
Gas Pool unablc to adequately counter-drain a well that is legally offsets
ting his acrcaél: by a distance of 660 feet with a Jcgal well 2 minimum
distance of 1630 feet from the common boundary line separating the two
spacing units. Therefore, a buffer-zonc of one-half milc should extend
beyond the Indian Basin-Morrow Gas Pool w a well could be
drilled on a standard 320-acre gas spacing and proration unjt:

{2) no closcr than 660 fees o the nearest side boundary (as defined
above) of the 320 acres therein dedicated to said well;

(b) nor closer than 660 feet from the ncarcst end boundary (as defincd
above) of said dedicated tract;

_ (¢) norcloser than 330 fect 10 any quarier-quarter section or subdivision
nner boundary.

(12) No other operator and/or intcrest owner appearcd at the heaning in
opposition 10 the application.

(13) Approval of this application will afford the applicants and all
affected interest owners the opportunity to produce theirjust and equitable
shase of the hydrocarbons in thesc Morrow formations and will oe&a-wise
prevent waste and protect correlative rights,

(14} Approval of Marathon's request will allow the intcrest owners the
opportunity to cconomically recover their share of the ¢il and gas in the
subject pool, will not reduce vltimate recovery from the subject pool, and
will not viplaie correlative rights.

IT 15 THEREFORE ORDERED THAT:

(1) The application of Marathon Qit Company (“Marathon™), Kerr-
McGee Corporation (Kerr-McGee™), and Santa Fe Energy Resources,
Inc. seeking an order \crmin:ﬁng’_gas prorationing in the Indian Basin-

Morrow Gas Pool in portions of Township 21 South, Ranges 23 and 24
East, NMPM, Eddy Couaty, New Mexico is hereby granted effective
August 1, 1996.

IT IS FURTHER ORDERED THAT:

{2) Effective August 3, 1996, all allowable established for the Indian
Basin-Morrow Gas Pool, including any accumuiated over and under
prgadxon shall be canceled and considered null, void, and of no effect
w ver.
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