CASE 4261: Application of PENNZOII
UNITED, FOR SPECIAL POOL RULES
AND UNORTHODOX GAS WELL LOCATION.
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MR. UTZ: Case 4261.

MR. HATCH: Case 4261. Application of Pennzoil

United, Inc., fer special vool rules and unorthodox gas

well location, Lea County, New Mexico.

Mk. DURRETT: If the Examiner

please, J. M.

Durrett, representing the Applicant, Pennzoil United, ané

I have one witness, Mr. Sinclair, and ask that he be sworn.

MR. UTZ: Any other appearances?

You may proceed.

(Witness sworn).

(Whereupon,

Apprlicant's

Exhibits 1 through 3 were
marked for identification.)

BENNIE C. SINCLAIR

called as a witness, having been first
examined and testified as follows:

DIRECT EXAMINATION

BY MR, J. M. DURRETT:

0 Mr. Sinclair, will you state

the record, please?

A Bennie C. Sinclair.
0 By whom are you emnloyec and
A Pennzoil United Incornorated,

vetroleum engineer.

duly sworn, was

your name for

in what position?

and I am a




Q Where are you located, Mr. Sinclair?
A Midland, Texas.
0 Have you previously testified before the 0il

Conservation Commission as a petroleum engineer and had
your qualifications previously accepted?

A Yes, I have.

0 Mr. Sinclair, what is Pennzoil seeking in this
application, Case 42612

A We -are seeking the promulgation of field rules
for the Quail Ridge-Morrow Gas Pool, and approval of a
non—-standard location for the Pennzoil Unitec Mescalero
Ridge, No. 1 Well.

Q Will you please refer to your Exhibit No. 1,

now, which is the plat of the area, and state to the

Examiner what that shows?

A Exhibit No. 1 is a structure mav of -- showing
the general structure of the Morrow Gas -- Morrow Linc
Formation, in the general area of the Quail Ricge Field.

The contours shown are dra/n on the top of the
Morrow Line. The contour interval is twenty-five feet.

The exhibit also shows the location of the
Pennzoil United Mescalero Ridge, Unit No. 1 Well, in the

southwest quarter of Section 20, Township 19 South, Range




34 East.

O What is the footage location on that well?

A This well is located 3ix hundred and sixty
feet from the west and south bouncaries of Section 20.

0 And that is the well that you are seeking the
non*standard.location fer, if your vroposed spacing is
accepted by the Commissicn:; is that correct?

A Yes, that's tfue.

This exhibit shows the wells that have been
completed in the Morrow Gas Zone, in this area, and shows
these wells, with a red coloredé designation.

The wells colored in green are completions in
the Bone Spring Zone. There have been three wells completed
in the Quail Ridge-Morrow Gas Pool. These wells are the
Atlantic Richfield Mescalero Ridge Unit No. 1, in the
northwest quarter of Section 21: the Atlantic Richfield
Mescalero Ridge Unit No. 2, in the northeast quarter of
Section 28: ancd the Pennzoil United Mescalero Ridge Unit
No. 1 Well, in the southwest gquarter of Section 20.

By way of the history of this ncol, the two
Atlantic Richfield wells were oriaginallv ¢érillec by El
Paso Matural Gas Company, and were later taken over by

Sinclair, which bas heen mneraqed into Atlantic Richfield.




And are now cdesignated with the Atlantic Rich-
field as the overator of the well. These wells were
completed in late 1961 and early 1962, and accumulative
gas procduction from the wells has been approximately eight
hundred million cubic feet from the No. 1 Well, ané approxi-

mately one hundred ancd eighty thousand MCF from the No. 2

Well.
0 Ané those are the Atlantic Wells you are referfing
to?
A These are the Atlantic Richfield Wells, ves, sir.
0 All right.
A These wells hacd calculated open flows on an

initial votential test of thirteen hundred for the Atlantic
Richfield No. 1 VWell, and eleven hundred and eighty-five MCF,
per day., for the No. 2 Well.

The Pennzoil United Mescalero Ridge Unit No. 1
Well was completed in September of 1969. Ané on tests, this
well produced at a rate of thirty-three hundred and fifty-
one MCF of gas pef cay, plus sixty-eiaght barrels of concdensate
ver million cubic feet, with a flowina tubing nressure of
twenty-nine huncred and twenty-nine pcunds -- a shut-in
tubing pressure of forty-three hindred anc seventv-three

pounds, for a calculated oven flow of eighty-nine hundred




an¢ fifty MCF per day.

MR. UTZ: Eighty-nine fifty?

THE WITNESS: Yes. Eighty-nine fifty MCF per
day.

~ Y a2t £ .a LY
rrocuccion 100 ul

115 test was from the
through perforations at thirteen thousané two hundred andé
nineteen feet to thirteen thousand four hundred and eighty-
five feet.

I would like to point out the comparisons of
the calculated open flow of the Pennzoil Well with the
Atlantic Richfield Well. The Atlantic Richfield Wells are
both shut-in at the present time, after oroducing a volume
of gas that I indicated earlier.

The Pennzoil Well, based on calculated open flow
tests, is a much better well, and has better productivity,
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be in a larqer reservoir and draining a much greater area
than the Atlantic Richfield Wells were.

As has been vointed out earlier, the Pennzoil
Mescalero Ridge Well No. 1 is located six hundred and sixty
feet from the south ané west lines of Section 20. A six
hundred and sixty foot location was chosen, because the

original plan called for the wells to be drilled to fifteen




thousand feet to test the Morrow Formation, which is
normally producfive of 0il in this area.

The well was actually drilled to thirteen thousand
nine hundred and fifty~threé feet into the Mississippian
Formation, which is below the Morrow. And the well was
running structurally low, at the Mississipopian depth.

Therefore, our exploration department felt that
this condemned the Devonian Formations, and in the interest
of economics, drilling was stopped and the well was plugged
back and completed in the Morrow Gas Zone, which have been
drill stem tested.

The top of the Mississippian Zone, in the Pennzoil
Well, is a minus a nine thousand nine‘hundred four feet,
compared to a minus ninety-eight sixty-four, for the
Arco No. 1 Well, and a wminus ninety-nine twenty-two, for
the Arcn NOT 2 Well.

I would like to point out that Pennzoil plans
to decicate the west half of Section 20 to this well, as
a proration unit, if our application is approved.

I would also like to noint out that Pennzoil owns
the moral riaghts in all offset locations, except to the

north.




0 Do you have anything further with reference to
Exhibit No. 17?
A No.
0 Let's move on, then, to vour Exhibit No. 2,
which is your reservoir data.
Will you please briefly explain that exhibit to
the Examiner?
A This exhibit shows the average reservoir and
fluid properties of the Morrow Gas Pool, as found in the
Pennzoil Mescalero Ridge No. 1 Well.
These properties are depth, thirteen thousand
five hundred feet: net pay, forty-six feet: porosity, ten
point four vercent; the effective permeability, six-two
point three millidarcies; conate water, thirty-eight ver-
cent: bottom whole vressure, six thousand five hundred
one, vounds per square inch absolute; bottom whole temperature,
onz hundred and eightv--eiaht cdearees Fahrenheit- the separator
gas qravity is .702: the formation volume factor, 303.1,
stancarc¢ cubic feet ner cubic foot: condensate content. sixty-
eiaght barrels ver million cubiec feet condensate gravity,
52.6 ceqrees API,
I 'would liké to noint out that these promerties

are within the range that are normally recoonized for gas




reservoirs as beina cavnable of Araining areas much in

excess of three hundred and twenty acres ner well. Using
these properties, I have made a calculation of the time
required for the pressure drop to be transmitted twenty-

six hunéred feet to the reservoirs, which would be the
distance to the furthest point, on a three hundred and twenty
acre proration unit from a well drilled in the center of that
unit., from a procduction rate of three thousand MCF per day

of gas: two point three six days wouléd be required for this
nressure —-

MR. UTZ: How many?

THE WITNESS: Two point three six days would be
required for the pressure to be transmitted through the
reservoir cistance of twenty-six hundred feet.

Based on this cdata, we believe that one well in
this reservoir can efficiently and effectively drain in
excess of three hundred and twenty acres, and reguest that
the pool rules be approved to provide for a three hundred
and twenty acre spacing.

We further request that the rules approve well
locations no clqser than six hundred anc¢ sixty feet to
the nearest side boundary of a vroration unit, and nineteen

hundred and eiaghtv feet to the nearest end boundary, with
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well locations no closer than three hundred and thirty
feet to any quarter quarter section or subdivision inner
bounardy.

I would like to voint out that if this reservoir
had been ¢iescovered after June 1, 1964, it would have auto-
matically have been on three¢ hundred and twenty acre spacing,
under the sfate—wide rules. |

Q- (By Mr. Durrett) Mr. Sinclair, the well location
that you are provosing are the same as the state—widé rules
for deep production; is that correct?

A This is corfect.

Q Now, move to your Exhibit No. 3, which is your
economic data. Will vou please summarize that for the
Examiner?

A Exhibit No. 3 shows comnarative economics for
cna hundred and sixty acres versus three hundred and fwenty
acre spacing for the Nuail Ridge-Morrow Gas Pool.

This comparison is based on the Pennzoil Mescalero
Ridge Mo. 1 Well. &Referring to the exhihit, for one hundred
and sixty acre snaced well, the estimated ultimate recovery
is five million six hundred and forty thousand MCF per cay,
ard two hundred and twenty-five thousand six hundred bharrels

of condensate.
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This production results in a total revenue
after royalty ancd severance tax of a million two hundred
and sixteen thousand dollars ~- that is, one million two
hundred and sixteen thousand six hundred dollars.

The total exvense is eight hundred and forty-
four thousand dollars, and this includes seven hundred
thousand dollars for drilling and equipping two wells,
and one huncred and forty-four thousand dollars for operating
costs, over a fifteen year veriod, for these wells.

This leaves a net profit of three hundred and
seventy-two thousand six hundred dollars, which yields a
profit to investment ratio Of,O’SB’ and an average rate of
return of 10.2 percent.

For three hundred and twenty acre spacing, the

total raveﬁne is estimated at a million eiqhtvjone thousand
four hundred dollars. The total expense 1is estimated‘at
fourvhundred and forty-six thousand dollars, which includes
the cost to drill one well, and onerate this well for a
twenty-year periocd.

This leaves a net profit of six hundred and thirty-
five thousand four hundéred dollars, which yields a prcofit to
investment ratio of 1.82, and an average rate of return of

14.1 nercent.
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I would like to point out that the profitability
of the rate of return or vrofit to investment ratio of
.53, and an average rate of return of 10.2 pércent is
considered marginal, and that the profit to investment
ratio of 1.82, with a rate of return of i4.1 percent is
considered adequate to justify the development of this
reservoir.

I would further like to point out that dry holes
have not bheen considered in this economic comparison. They
woulé have to be born -- to the cost of drilling any dry
holes that might result.

0 Now, Mr, Sinclair. is it your opinion, as a
petroleum engineer, that the Quail Ridge-Morrow Gas Pool
can ke efficiently and economically drained and developed
on a three hundrecd and twenty acre svacing?

A Yes, it is.

0 And is it your opinion that the well location,
which vou have nrovoseé of six-sixty to a side boundary
in 19806, to the end bhoundary, woulcd protect adequately the
correlative rights and prevent waste?

A Yes.

9] WVere Exhibits 1, 2 and 3 nrenared by you or

under vour sunervision?
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’A Yes, they were.
MR. DURRETT: If the Examiner please, I offer
in evidence Exhibits 1, 2 and 3. And that will conclude
nmy direct examination.

CROSS EXAMINATION

BY MR. UTZ:

Q It's vour estimate ghen that you would actually
recover more gas per acre on one hundred and sixty acres
than on three hundred and twenty acres?

A Yes, sir. Thi; is generally always true ~- I
think we really don't know enough about the reservoir at
this point, to know for sure, bﬁt I think generally sveak-
ing, the closer the svacing, you could expect -- to recover
slightly more oil or gas, w..chever the case may be.

0 And the further vou qo in the well hore, the
more gas --

A - This would be -~ no, sir. It's reaily not tied
to that. If the reservoir were ﬁomoaeneous, I think we
could cdrain the outer limits of the reservoir, but normally,
the lack of homogeneity in the rese;voir results in some
barriers that we can't cdefine, and don't know exactly where
they are - ancd we justi know that the more dense the pattern,

the more of these areas of lower permeability were likely to

TR
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drain: but, I point out that it's not economically feas-
ible to try to drain every cubic foot of gas that you can
out of a reservoir -- I think the economics dictate how
close your spacing can be in this case.

Q In other words, it's your contention that it
cost more than one hundred thousand dollars to drill
another well -- and your income here was about a million
dollars against nine hundred and two; correct?

A Yes, sir. It was about thirty-five thousand --
three hundred and seventy-two -- the rate of return is not
aceguate to justify the risks that are involved in develop-
ing any reservoir when your return is no greater than you

would get from a hundred and sixty acre spaced well.

Q I think your contention is a valid one, but I
will just have to say that you are the first engineer that
has ever been on this stand that admitted it.

MR. UTZ: Any gquestions of the witness?

MR, HATCH: Maybe I misunderstood you, but dicd
you say that the subiject well was originally staked as a
Devonian test or a Morrow test?

THE WITNESS: It was staked as a Devonian test -~
permeated to fifteen thousand feet, which would he an

acequate depth to test the Devonian.
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MR. UTZ: I would like to clarify one thing.
These Atlantic Wells: No. 1 in Section 21 and the No. 2
in Section 28: are you saying now that they are abandoned
in the Morrow?

THE WITNESS: They are shut-in, and I think the
No. 1 Well is abandoned in the Morrow -- it was originally
a dual completion in the Bone Spring and Morrow. And I'm
not certain whether the Morrow is just shut-in or has
actually been physically abandoned, but the No. 2 Well is
shut~in.

0 {By Mr. Utz) Now, did Atlantic opercte this
unit previously to your taking itvover?
A Yes, sir. This was a climb-ocut deal from Atlantic

Richfield Company.

MR, UTZ: Any other aquestions of the witness?
The witnecs may he excused.

(Witness excused).

MR. DURPETT- I don't think my exhibits have
got admitted -~-

MR, UTZ: Would vou like to admit them?

MR, DURRETT: I move the introduction of Exhibits

MR. UTZ: Exhihits 1, 2 and 3 will be entered
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into the record of this case.

Ancd the case will be taken under advisement.
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DAVI. ¥, CARGO
CRAIRMAN

LAND COMMISBIONER

O1L. CONSERVATION COMMIBSION

STATE OF NEW MEXICO ALEX J. ARMUO
P O. DOX 2008 - SANTA FE
STATE ABOLOBISY
&7801 A. L. PORTER, JR.

GACRETARY . DIRECTOR

December 3, 1969

Mr. J. M. Durrett, Jr. Re: Case No. 4261
Rhodes, McCallister & Durrett Order No. R-38390
Attorneys at Law Applicant:

S00 Oak, NE

Albuquerque, New Mexico 87106 Pennzo

Dear Sir:

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

Very truly yours,

A G5,

A. L. PORTER, Jr.
Secretary-Director

ALP/ir
Copy of order also sent to:

Hobbs occ___X
Artesia OCC
Aztec 0OCC

Other




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN 1718 MATTER OF THE EEARING
{CALLRD BY THE OIL CONSERVATION
. COMMISSION OF NEW MEXICO FOR
f’m PURPOSE OF COKSIDERING:

CASE Fo, 4261
Order No. R-3890

APPLICATION OF PEMNZOIL UNITED, INC.,
| POR SPECIAL POOL RULES AND UNORTHODOX
GAS WELL LOCATION, LEA COUNTY, NEW
§§uxx1co.

I
i

H
v
H

\ ORDER OF THE COMMISSION

BY THE COMMISEION:

b
g This cause came on for hearing at 9 a.m. on Movember 25, 1969,
:t Santa Fe, New Mexico, before Examiner Elvis A. Uts.

BOW, on this_ 3rd  day of December, 1969, the Commission, a
 quorum being present, having considered the testimony, the record,

Xand the recommendations of the Examiner, and being fully advised
qin the premiszesz,

EINDS:

ﬁ (1) That due public notice having been given as required by
;lav, the Commission has jurisdiction of this cause and the subject
/matter thereof.

!.

; (2) That the applicant, Pennzoil United, Inc., seeks the
§promulgation of special rules and regulations for the Quail Ridge-
;Morrow Gas Pool, Lea County, Mew Maxico, including a provision
.for 320-acre spacing uniis.

(3) That the applicant further seeks ai exception to the
proposed well location requirements for said Quail Ridge-Morrow
Gae Pool for its lescalero Ridge Well Nc. 1 located 660 feet from
the South line and 660 feet from the West line of Section 20,
Township 19 South, Range 34 East, NMPM, Loa County, New Mexico.

(4) That in order to prevent the economic loss caused by
the drilling of unneressary wells, to avoid the augmentation of
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. CASE No. 4261
‘Order No. R-3890

”risk arising from the drilling of an excessive number of walls,
ito prevent reduced recovery which might result from the drilling
iof too few wells, and to otherwise prevent waste and protect
ncorrolltivo rights, special rules and regulations providing for

W320-acrc spacing units should be promulgated for the Quail Ridge-
qnorrou Gas Pool.
i

ﬂ {5) That the special rules and regulations should provide
“for limited well locations in order to assure orderly development
”of the pool and protect correlative rights.
; {(6) That approval of the non-standard location in the
k-ubjoct pool for the aforesaid Mescalero Ridge Well No. 1 will
prcvent the drilling of unnecessary wells, will afford the
applicant the opportunity to produce its just and equitable
'uharc of the gas in the subject pocol, and wili ctherwise prevent
an-te and protect correlative rights.

I

IT IS THEREFORE ORDERED:

That Special Rules and Regulations for the Quail Ridge-

Morrow Gas Pool, Lea County, Naw Mexico, are hereby promulgated
;as follows:

SPECIAL RULES AND REGULATIONDS
FOR THE

QUAIL RIDGE-MORROW GAS POOL

, RULE 1. Bach well completed or recompleted in the Quail
‘Riage-Morrow Gas Pool or in the Morrow formation within one mile
“thereof, and rnot nearer to or within the limits of another deeig-
‘nated Morrow gas pool, shall be spaced, drilled, operated, and
produced in accordance with the Special Rules and Regulations
hereinafter set forth.

RULE 2. PEach well shall be located on a standard unit con-
sisting of approximately 320 acres which shall comprise any two
contiguous ¢quarter sections of a single goverrmental section,
being a legal subdivision (half section) of the United States
Public Land Surveys. For purposes of these rules, a unlt con-
sisting of between 316 and 324 contiquoua surface acres shall
be considered a standard unit.

RULE 3. The Secretary-Director of the Commission may grant
an exception to the requirements of Rule 2 without notice and




-3-
CASE No. 4261
Order No. R-3890

*hoaring when an application has been filed for a non-standarxd
'unit and the unorthodox size or shape of the unit is necessitated
by a variation in the legal subdivision of the United States
HPnblic Land Surveys, or the following facts exist and the follow-
ging provisions ars complied with:

i {(a) The non-standard unit consists of quarter
: quarter sections or lots that are contiguous
by a common bordering side.

it (b) The non-atandard unit lies wholly within a
it single governmental section and contains less
| acreage than a standard unit.

il (c) The applicant presents written consent in the
ﬁ form of waivers from all offset operators and
{ from all operators owning interests in the
section in which the non-standard unit is

i situated and which acreage is not included

1 in said non-standaré unit.

3 (d) In lieu of paragrapa (c) of this rule, the
applicant wmay furnish proof of the fact that

i all of the aforesaid operators were notified

| by registered or certified mail of his intent

N to form such non-standard unit. The Secretary-
Director may approve the application if no such
operator has entared an objection to the forma-
tion of such non-standard unit within 30 days
atter the Secretary-Director has received the
application.

RULE 4. fach well shall be located not closer than 660 feet
'to the nearest side boundary of the dedicated tract nor closer
than 1980 feat to the nearest end boundary nor closer than 330 fest
to any quarter-quarter section or subdivision inner boundary.

RULE 5. The Secretary-Director may grant an exception to ﬁ
‘the requirements of Rule 4 without notice and hearing when an
application has besn filed for an unorthodox location necessitated
by topographical conditione or the recompletion of a well previ-
ously drilled to another horizon. All opsrators offsetting the |
proposed location shz2ll be notified of the application by
"registered or certified mail, and the apnlication shall state
that such notice has begn furaiched. Tae Secretary-Director may
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.approve the application upon receipt of written waivers from all
‘operators offsetting the proposed location or if no objection
1to the unorthodox location has been entered within 20 days after
tho Secretary-Director has received the application.

li
| IT I ORD :
¥ v1} That the Pennzoil United, Inc., Meacalero Ridge Well
No. 1, located 660 feet from the South iine and 66( feet from
‘the West line of Section 20, Township 19 South, Range 34 Bast,

. HMPM, Quail Ridge-Morrow Gas Pool, Lea County, Wew Mexico, is
dhcrcby granted an exception to the well location requirements
@contained herein.

(2) That the operator of the aforesaid Mescaleroc Ridge Well
iNe. 1 shall file a new Form C-102 outlining thereon the acreage
‘dcdicated to said well within 15 days after receipt of this orxder.
| (3) That the locations of all wells presently drilling to
<or completed in the Quail Ridge-Morrow ws Pool or in the Morrow
formation within one mile thereof are i sraby approved; that the
Joperutor of any well having an unorthodox location shall notify
. the Hobbs District Office of the Commission in writing of the
''name and location of the well on or before December 15, 1969.

3 (4) That, pursuant to Paragraph A. of Section 65-3-14.5

. NMSA 1953, contained in Chapter 271, Laws of 1969, existing wells
‘in the Quail Ridge-Morrow Gas Pool shall have decdicated thereto
Q320 acres in accordance with the foregoing pool rules: or,
‘pursuant to Paragraph C. of maid Section 65-3-14.5, existing
‘wells may have nc..-standard spacing or proration units established
by . he Commission and dedicated thereto.

Failure to file new Forms C-1C2 with the Commission
dedicating 320 &cres to a well or to obtain a nuu~stanuard unit
approved by the Commission within 60 days from the date of this
order shall subject the well to caucellation of allowable. Until
said Form C-102 has been fil¢ ° or until a non-standard unit has
been approved, and subjact to said 60-day limitation, each well
presently drilling to or coppleted in the Quail Ridge-Morrow
Gas Pool or in the Morrow formatlion within one mile thereof
shall receive no more than one-half of a standard allowable
for the pool.
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ﬂ (5) That jurisdiction of this cause !s retained for the
/entry of such further orders &s the Commission may deem neces-

|sary.

g DOME at Santa Fe, New Mexico, on the day and year hereinabove
|| designated.

;

STATE OF NEN MEXICO

: OII COMSEDVATION COMMISSION

;

L
. ,/“ o
o J. A 3

ol A

A. L. PORTER, Jr., Member & Secretary

esxr/
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AVERAGE RESERVOIR AND FLUID PROPERTIES
PENNZOIL UNITED, INC. - MESCALERO RIDGE UNIT NO. 1
QUAIL RIDGE MORROW GAS POOL
LEA COUNTY, NEW MEXiCO

Depth 13,500 feet
Net Pay 46 feet
Porosity k 10.4 %
Permeability, effective 62.3 m.d.
Connate Water 82
Bottom Hole Pressure . 6501 psia
~ Bottom Hole Temperature 188 OF
- Separator Gas Gravity 0.702
Formation Volume Factor N 303.1 SCF/CF
Condensate Content 68 B/MMCF
Condensate Gravity 52.6 OAPI
Case No. __4261 B. C. Sinclair
Exhibit No. A November 20, 1969
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ESTIMATED ECONOMICS FOR PENNZOIL UNITED, INC.

MESCALERO RIDGE UNIT NO. 1 WELL

QUAIL RIDGE MORROW GAS PQOL
LEA COUNTY, NEW MEXICO

160-Acre 320-Acre
Revenue Spacing Spacing
160 acre - 5,640,000 MCF @ § .18 $ 1,015,200
g 225,600 Bbl @ $3.15 710,600
| 320 acre - 5,013,000 MCF @ § .18 § 902,300
: 200,500 Bbl @ $3.15 631,600
| Less Royalty @ 25.0% 431,500 383,500
% Less Severance Tax @ 6% 77,700 69,000
| Total Revenue $ 1,216,600 $ 1,081,400
Expense
Drilling, Completing, Equiping Well $ 700,000 $ 350,000

Operating Costs
160 acre - 15 years @ $ 4,800 (2) 144,000

| 320 acre - 20 years @ $ 4,800 96,000
? Total Expense $ 844,000 $ 446,000
Net Profit § 372,600 $ 635,400
Profit:Investment Ratio 0.53 1.82
Rate of Return, Average 10.2% 14.1%
Case No. 4261 B. C. Sinclair
>

Exhibit No. =S November 20, 1669
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RHODES, McCALLISTER 8 DURRETT

ATTORNEYS AT LAW

500 DAK. N E

(CORNER ROMA AND INTERSTATE 25)
JERRY P. RHODES s
ORVILLE C. MCCALLISTER, JR. ALBUQUERQUE, NEW MEXICO 8710
J. M. DPURRETT, JR. TELEPHONE 243-9744

B

October 29, 1969

e S N

““.,:’,;_ R Ve o [Cy4
New Mexico Oil Conservation Commission (/ -~ 4

P. O. Box 2088

Santa Fe, New Mexico

Gentlemen:

I am enclosing an Application on behalf
of Pennzoil United, Inc. for promulgation of special
rules and regulations and a non-standard gas well
location. Will you please docket this case on your
next reqgularly scheduled examiner hearing.

] Thank you for your assistance.
Very truly yours,

Rhodes, McCallister & Durrett

L S < — A o
~7. M. Durreit, jr.

v 1TIN

JMD:dn
encl.




BEFORE THE OIL CONSERVATION COMMISSION

OF THE STATE OF NEW MEXICO

Application of
PENNZOIL UNITED, INC., Case No. /” o~/

for Promulgation of Special Pool
Rules and a Non-Standard Location, :
Lea County, New Mexico

T TNy b n by e

/

APPLIGCATION

Comes now the applicant, Pennzoil United, Inc.

by and through its attorneys, Rhodes, McCallister & Durrett,

and respectfully states:

I.

The applicant is the owner and operator of the

Mescalero Ridge Well No. 1 located 660 feet from the South
I
line and 660 feet from the West line of Section 20, Township

e

18 South, Range 34 Easi, N.M.P.M., Lea County, New Mexico.

—

PR

II.
Said well is completed in the Quail Ridge Morrow
Gas Pool, Lea County, New Mexico.
, IIL.
(
The Quail Ridge Morrow Gas Pool can be efficiently
and economically drained and developed on 320 acre spacing.
e e,
Iv.

Well locations no closer than 660 feet to the nearest

side boundary of a 320 acre tract and no closer than 1980 feet

to the nearest end boundary of a 320 acre tract and no closer than
330 teet to any quarter quarter section or sub-division inner
boundary of a 320 acre tract will prevent waste and protect

correlative rights in the subject pool.

RHODES. MCCALLISTER & DURRETT
ATTORUNEYS AT LAW
300 22K, NE
(CIRNER POMA AMD IMIERSTATE 251
ALBUQUERQUE MNc MEXICO AT106



V.

The applicant’'s Mescalero Ridge Well No. 1 was
drilled as a Devonian oil well. The Devonian formation was
dry and the well was plugged back to and completed in the
Morrow formation. If the special rules and regulations |
proposed by the applicant are approved, said well will be
locatea at a non-standard location in the Quail Ridge Morrow

Gas Pool.

VI.

If the special rules and regulations proposed by

the applicant are approved, approval of a non-standard location

for the subject well will prevent the drilling of an unnecessary

H- well and will afford the applicant the opportunity to produce
its just and equitable share of the gas in the pool.
WHEREFORE, the applicant requests the Commission
to promulgate special rules and regulations governing the Quail
Ridge Morrow Gas Pool and to approve a non-standard location
for its Mescalero Ridge Well No. 1 in the Quail Ridge Morrow

Gas Pool as set out above.

RHODES, McCALLISTER & DURRETY

bv____ AN

. M. Durrett, Jr.

RHODES. MCCALLISTER & DURRETT
ATTOFPNEYS AT LAY/
300 OAK, K €
(CORMER ROZA AND INTERSTATE 25)
ALBUNUERGQUE, Ni& MEXICO 37108
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DKAFT ;

GMH/esr
P BEF JRE THE OIL CONSERVATION COMMISSION
' OF THE STATE OF NEW MEXICO
IN THE MATTERt OF THE HEARING
CALLED BY THi: OIL CONSERVATION RECORDS CENTER
COMMISSION OI' NEW MEXICO FOR
THE PURPOSE OF CO/SYDERING:
\ = CASE No. _4261
_' _1)}‘:‘{/
t o 6}’ Order No. R-=2 . F
.\;.-' ;"—M‘, -
: APPLICATION OF PENNZOIL UNITED, IKC., L e
FOR SPECIAL POOL RULES AND UNORTHODOX
GAS WELL LOCATION, LEA COUNTY, NEW . o
MEXICO. L ’

; ORDER _OF THE COMMISSION

g BY THE COMMIGSION:

|
‘ This cause came on for hearing at 9 a.m. on November 25 , 1969 ,
i at Santa Fe, New Mexico, before Examiner _Elvis A. Utz )

% NOW, on this day of He. , 1969 , the Commission, a
? guorum being present, having considered the testimony, the record,
and the recommendations of the Examiner, and being fully advised

in the premises,

FINDS:

{1) That due public notice having been given as required by
law, the Commission has jurisdiction of this cause and the subject
matter thereof.

That the applicant , Pennznil Tinited, Inc., seeks the

179
(2} ha

promﬁlgatlon of special rules and regulations for the Quail Ridge-

- Morrow Gas Pool, Lea County, New Mexico, including a provision
for 320-acre spacing units.
{3) That the applicant further seeks an exception to the
proposed well locetion requirements for said Quail Ridge-Morrow
Gas Pool for its Mescalero Ridge Well No. 1 located 660 feet from
the South line and 660 feet from the West line of Section 20,
Township 19 South, Range 34 East, NMPM, Lea Coun 7, New Mexico.
(4) That in order to prevent the economic loss caused by

the drilling of unnecessary wells, to avoid the augmentation of

Ay




g

- risk arising from the drilling of an excessive number o. wells,

?iRidge—Morrow Gas Pool or in the Morrow formation within one mile

" thereof, and not nearer to or within the limits of another desig-

" produced in accordance with the Special Rules and Regulations

- hereinafter set forth.

CASE No. 4261

to prevent reduced recovery which might result from the drilling
of too few wells, and to otherwise prevent waste and protect
correlative rights, special rules and fegulations providing for
320-acre spacing units should be promulgated for the Quail Ridge-
Morrow Gas Pool.

(5) That the special rules and regulations should provide
for limited well locations in order to assure orderly development
of the pool and protect correlative rights.

7 (6) That approval of the non-standard location in the
subject pool for the aforesaid Mescaleroc Ridge Well No. 1

will prevent the drilling of unnecessary wells, will afford the
applicant the opportunity to produce its just and equitable
share of the gas in the subject pool, and will otherwise prevent

waste and protect correlative rights.

IT IS THEREFORE CRDERED:

That Special Rules and Regulations for the Quail Ridge-
Morrow Gas Pool, Lea County, New Mexico, are hereby promulgated
as follows:

SPECIAL RULES AND REGULATIONS

FOR THE
QUATIL RIDGE-MGCRROW GAS POOL

RULE 1, Each well completed or recompleted in the Quail

nated Morrow gas pocl, shall be spaced, drilled, operated, and

RULE 2. Each well shall be located on a standard unit con-

sisting of approximately 320 acres which shall comprise any two

contiguous quarter sections of a singl:2 governmental section,




;:;E No. 4261

being a legal subdivision (half section) of the United States
iiPublic Land Surveys. For purposes of these rules, a unit con-
iisisting of between 316 and 324 contiguous surface acres shall
' be considered a standard unit.
RULE 3. The Secretary-Director of the Commission may grant

i an exception to the requirements of Rule 2 without notice and
E;hearlng when an application has been filed for a non-standard
_h

il unit and the unorthodox size or shape of the unit is necessitated
é'by a variation in the legal subdivision of the United States

Public Land Surveys, or the following facts exist and the follow-

il ing provisions are complied with:

(a) The non-standard unit consists of quarter
: guuarter sections or lois that are contiguous
E by a common bordering side,

(b) The non-standard unit lies wholly within &
single governmental section and contains less
acreage than a standard unit.

! (c) The applicant presents written consent in the
form of waivers from all offset operators and
o from all operators owning interests in the

| section in which the non-standard unit is
situated and which acreage is not included
in said non-stamndard unit.

(d) In lieu of paragraph (c¢) of this rule, the

E applicant may furnish proof of the fact that
all of the aroresaid operators were notirfied

o by registered or certified mail of his intent

| to form such non-standard unit. The Secretary-
Director may approve the application if no such
operatcer has entered an objection to the forma -
tion of such non-standard unit within 30 days
after the Secretary-Director has received the
application.

s
; MQ:' o ‘ ) . lsenalde) .
( Arecdden)

!
application has been filed for an unorthodox location necessitateq
I
!
1

b |
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- by topographical conditions or the recompletion of a well previ-
-‘ously drilled to another horizon. All operators offsetting the
i

i proposed location shall be notified of the application by

5§registered ctr certified mail, and the application shall state
4

§§that such notice has been rfurnished. The Secretary-Diraector may

5§approve the application upon receipt of written waivers from all

;operators offsetting the proposed location or if no objection

i
|
ito the unorthodox location has been entered within 20 days after
1
|

the Secretary-Director has received the application.

i IT IS FURTHER ORDERED:

i (1) That the Pennzoil United, Inc., Mescalero Ridge Well
No. 1, located 660 feet from the South line and 660 feet from
‘|the West line of Section 20, Township 19 South, Range 34 East,
NMPM, Quail Ridge-Morrow Gas Pool, is hereby granted an exception

to the well location requirements contained herein.

; % (2) That the operator of the aforesaid Mescalero Ridge Well
No. 1 shall file a new Form C-102 oEFlining thereon the acreage
dedicated to said well within ;;éi;: days after receipt of
this order.
> {3) That the
i or completed in the Quail Ridge-Morrow Gas Pool or in the Morrow
. formation within one mile thereof are hereby approved; that the
;operator of any well having an unorthodox location shall notify
" the Hobbs District Office of the Commission in writing of the
name and location of the well on or before _g}ggg.‘ALuLg;__~, 1969.
(4) That, pursuant to Paragraph A. of Section 65-3-14.5,
NMSA 1953, contained in Chapter 271, Laws of 19069, existing wells
in the Quail Ridge-Morrow Gas Pool shall have dedicated thereto

320 acres in accordance with the foregoing pool rules; or,

pursuant to Paragraph C. of said Section 65-3-14.5, existing
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' wells may have non-standard spacing or proration units established

' by the Commission and dedicated thereto.

Failure to file new Forms C-102 with the Commission
dedicating 320 acres to a well or to obtain a non-standard unit
approved by the Commission within 60 days from the date of this
order shall subject the well to cancellation of allowable. Until
said Form C-102 has been filed or until a non-standard unit has
been approved, and subject to said 60-day limitation, each well
presently drilling to or completed in the Quail Ridge-Morrow Gas
Pool or in the Morrow formation within one mile thereof shall
receive no more than __/%i;: of a standard allowable for the
pool.

'fF} That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem neces-
sary.

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




CASE 4262: Application of PLAINS
RADIO BROADCASTING FOR AN EXCEP-
TION TO R-3221, AS AMENDED.




