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2 MR. RAMEY: We'll call Case 7435.
3 MR. HALL: The Commission will consider
4 | the amendment of Rule 104 of theAQiL Conservation DivisionAi
:wa ~Rules and-Regtlations. - o |
| T MR. RAMEY: This case was heard on
7| December 3rd aﬁd due to an error in adverﬁisingVWas fécpehédi
8 | on this date.
9 Does anyone have anything to add in
10 Case 74357
11 if not, the‘Commissibﬁ will take the
| ¥ case under advisement.
13 |
14 ,(Heaiing~é§néluded.)
15
16
17
18 .
19
20
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For Amoco Production Co.:  Clyde Mote, Esq. |
AMOCO PRODUCTION CONPANY
Houston, Texas

As Chairman ofthe _ L
‘Regiilatory Practices W. Thomas Kellahin, Esq.
Committee for the New KELLAHIN & KELBAHIN
Mexico 0il and Gas 500 Don Gaspar
Association: o Santa Fe, New Mexxco 87501

(REPORTER'S NOTE: All other interested
‘parties who méde’bbmménisgbrﬁéskéd: 
questions during‘these;%éa:ings are
listed on the Comﬁiséion'roSter for

3 December 1981.)
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MR. RAMEY: Call next Case 7435.
MR. HALL: The Commission will consider

the amendment of Rule 104 of the Oil’C¢nservatioh Division

" Rules and Regulations.

_ MR. PEARQE: May it please the Commis-

sion, I am w;”Pextvaearce, appearing on behalf of the New

Mexico 0il Conservation Division.
I have one witness and I would like the
record to reflect that that witness, Mr. Richard L. Stamets,

has been previously sworn and qualified.

'With the permission of the Commission,

 we will proceed at-this time with an explanation of ‘the pro- |

posed changes tofCémmission Rule 104-F.
MR. RAMEY: You may proceed, Mr. Pearce.

MR. PEARCE: Thank you, sir.

RICHARD L. STAMETS
being called as a witness and ha&ihg‘been previously sworn

“upon-his ocath, testified as follows, to-wit:

DIRECT EXAMINATION

BY MR. PEARCE:

0. At this time, Mr. Stamets, in regard to

the proposed changes to Commission Rule 104~F, would you for




5
the Commission and those in attendance at this hearing sum-
‘marize and outline the proposed changes?

A Yes. For maﬁy‘yearé we have H&d'an

" o W N

adm;nmstratxve procedure whereby an operator could get an ex-~|

ceptzon to the well locatlon requ;rements of our rules becana*;

L

~F

of reasons of topography. The well can' t be located at a

standard location because 1ﬁ s in the middle of’a rIver or

8

‘9 | out in a lake or on a Steep'hillside, under a highline, or

10 | over a ges»pipeline.r

ii“ ‘ ‘eA’few years ago we added_e»section to
12 | this to permit the&fiilihgiof’wells*atfuﬁorthodox‘iooétiOﬁS“ o
i; ' Vithin a- secondary recovery projeétior pfeSsufe maintenance ?
141 profeéfsi to alIowVEor:better'}ééovefyufrOm”Ehose anics. :
15 In recent years we ha§e had many, many %

i6 hearings for unorthedox locations for the deeper‘éas‘wells in

}1 southeast New Mexico. .These are‘@ells which are located on

18 320-acre uﬁits,'priﬁarily being‘drilied'to the Peﬁnsyivaﬂian

12 | formation. 1
20 We've had reams of testimony aboue the E
21 nature of the Pennsylvanian formation and how the productive

22 | _zones meander about and it seems as though they are found

23 more often along the section lines than any place else.
24 We also had an industry committee re-

25 viewing our rules and regulations some time in the last two
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years, looking for any rules or regulatlons which might be

[ W 2

isting rule, simply allowing for unorthodox'location for

6

inhzbltzng development of 011 and gas in the nation.

And one of the things that they recom-

mended was that the -= the relaxatxon of the locatlon re-

quzrenents relative to wells, the deep Pennsylvanxan wells

on 320-acre unlts.

We looked at their proposal; there were

some problems with those. We worked that over and I hope tﬁi&~’“”

‘we have something'here;ﬁﬁiéh will'aIIOW”fér‘ﬁhe‘adﬁihistrae
tive approval of,uner£h660x>ldcations for geolegic~reaspne'
for those deeper welis on 3 20<acre’ proratlon wnits.

| -Those.have”been~inc6}pofeted into Rile
104 by rewriting the rile, breaking it down into paragraphs.

Now paragféph“lyis the same as fhe‘éx_

topography or secondary and tertiary recovery -- or in pres-
sure maintenance. |

Paragraph 2 is the héw.rule._new part
of the rule, which states that the Division Director will
have authority to grant an exception to the well location
requirements of Rule 104-BIA and Rule 104-C2A, those being
the two rules requiring 320-acre units and the specified

locatinns on such units for the Wolfcamp and deeper wells in

southeast New Mexico.
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This will be allowed without notice and
hearing when the necessity for such lacation is based upon
oeologlc conditions and providsd that_in anch unorthodax

‘Tocation shall be -- excuse me ~-- be no closer than 660 to

~ the nearest side boundary nor 990 to the nearest end boundar;

of the proratlon unxt, the end boundary belng the short slde

of" the 320.

@ % - A W N

Now, the next p&ragraph, ITI, iritially

10 sets out the filing requirements for getting an unorthodox

1 location, and until wé‘get_to the last senténce, these are .y
\ p e » H

12 identical to the current requirements, who's to be notified, 5

13 | what's to be submitted.

14 o , ' In the last sentence we deal with this

&

new part for geclogic reasons for the deep wells, and it

16 | does say that the proposed unorthodox, if it's to be based
17 on geology, the application shall include appropriate

18 ,geélogic maps, croés-seéﬁions and/or logs, and a discussion

19 of the geologic conditions which result in the necessity for |

20 | the unorthodox location. e

3 21 , And reading this over yesterday, it ‘§
% 22 occurred to me that perhaps we might need to insert something
5 ‘ 23 there which would clarify that this is only an exception to

24

Rule 104-BIA and 104-C2A, so that the casual reader won't

&

decide that he can get an unorthodox location for geology
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tors, giving them an opportunity of 20 days to object.

tion for public hearing.

proceed. Are there proposed changes to Section TII 6f5ﬁhﬁtiv

considered that a wildcat well was a wildcat well and it

Lol carbon Gicxidc, and we're confident. and the overator is

for any -~ any other zone.
- Paraqraph V is identical to the existing

rule and it simply requires for notice to the offset opéraé

The last paragrébh is new and states
that the Division Director in his discretion may set any ap-

plication for administrative approval'of aniunorthgdox loca-~
Qe At this time, Mr. Stamets, if you would,

rule?

'L - Yes. Inithe'ptéduéihgcounties’ofkihéf
state we havelé Stdhaard gas well lééétion'énd spéé{hé re;
quirements of 160 acres, and even for wildcat wells, which
may -- which will prcbably be gas wells in those counties,
160 acres is the standard required.

In the rest of the state we've always

should be spaced as a wildcat oil well.
Well, this is no longer the situation.
Up in the northeastern part of the state we have quite a

few wells which are classified as wildcat wells being drilled

confident when he goes out and drills that well that it's




3 | going to be a gas well.
sl Ve nave a nusber of wildoat wells being |
4 drilled in Chaves Couhty‘to’the Abé;’ﬁhich we feel are ob-
) s viously gaing*tp be gaé wells.
‘tu ' ‘The saﬁe‘thiﬁg is occurring in DeBaca -
5‘ County and in Lincoln County where the Abo is being explored. }
8 So what we're proposing here is an - | %
.§' amendment which will provide that the operatbf can and should
!;V dedicate 160 acres for a wildcat well anywheré in this state é
i1 | when that well is going to likely be‘a>gas,well. We've done E
2  tﬁis"by‘adding a paragraph to’kﬁlexiﬁ§-§¥ii;; Eﬁat'péragraph'  %

i3 | being -- stating tkat any wilddat well Wﬁiéﬁ'isqﬁfojected'as
44 | a gas well to a formation and in an area which in Ehe<opinicni
1§ | of the engineer or supervisor approving the application to

16 drill may‘reasQnahly.be presumed to be productive of gas

17‘ rather than bii shall be located on a drilling tract cohéiétiqg
18 | of 160 surface contiguous acres or less substahtiéiiy ih the
1% form of a square, which is a guarter section, being a legal
20 subdivision of the U. S. Public Land Survey, and shall.be

21 located not closer than 660 feet to any outer boundary of

22 such tract, nor closer than 330 feet to any guarter quarter

23 section or subdivision inner boundary.
24 o With regard, Mr. Stamets, to Case 7435,
258 | is there anything additional at this time?




2 A There is not.
s | MR. PEARCE: Mr. Commissiongr,‘if you
- & | Ppleass, ws wove the admission7qf”Exhibit*One*tOMCasei7435;mm~~» ;
[ and the Division has nothing further at this time.
¢ | MR. RAMEY: Exhibit One will be admitted|
7 Are there any questions of Mr. Stémété? Mr. Kaltéyér.- |
. » ‘
3 .9 QUESTIONS BY MR. KALTEYER:
! " Q Charles Kaltever for Gulf Oil.
; 11 I have a ‘question of clarification
g 12 there on the first paragraph of 164;B€iii.which is,thé,séﬁeg

13 | wording as before. 'Is tnat to -- is it your inteht that -
14 that should appiy only to wildcat 0il wells? ?
15 If so, should we set that out as small

16 (a) Wild<it 0il Wells; and’ then the second paragraph, the

17 new one to be subset (b) Wildcat Gas Wells, and further, the

18 ‘gquestion is, wbﬁld'ﬁhiS'apply to CO2‘We1lS or is it just for
19 hydrocarbon gas wells?

zﬁk | o | | ShouldAthat b;jiﬁ fhe‘title?‘

21 A, Okay. Dealing with those in order, i'm
22 not sure that what you have proposed helps or hurts what we
23 have here, I think that if you sit down and read it, it's
24 obvious that if it's a wildcat well and we don't designate
28 it as beiny a gas well, and if the supervisor doesn't thirk
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©0il wells. It would be consistent with your prior nomen-

addressing the issue of the unorthodox spacing of gas wells.

B R B

11
it's a gas well, it's going to be an oil Wéll and will meat
the first paragrgph. |

If it's projected as a gas well and the
supét&isor‘agrees, that it's»géiﬂé to be a gas &él;‘and'léa»
is réqﬁired, aﬁd inrdﬁr‘rﬁlés and‘régﬁlaiidns wextreat'cdé
gaéiasAany“othgr gas. | | »

| Q ' Well,'this would be -- to set that out
would be in keeping with yourkéther breakdown of wildcat oil

wells in Lea, Chaves, Eddy County,‘as'such;;bovering‘wildcatf

clature if you did set those out.
MR. RAMEY: Any other questions?

Mr. Yates?

STATEMENT BY MR. YATES:

MR. YATES: . Thé Indépendent Petroleum
Association also wishes to congratulate the Commission on
Some of our members have been up here more than 50 to 75
times attending hearings on unorthédox locations and most of
those hearings were unopposed and could have been easily
handled administratively -- administratiVe process; however,
we would like to point out that the propésal does not really

address‘the gquestion of what is an unorthodox gas well. We




1| | o 12
2 think that in the future this mzy have to be addressed and

[~ .- a2l wil) before the Comtiission. _._ .. _

We think that the separation here will

4

5 help considerably the State of New Mexico in aitegétin§7tbi

i’ A maiﬁmige;itg'édnsetvatiOn effétis,‘ﬁa§;hize the{dfilling:for
'jgghwmggéﬁ;;itéééwih areas such as sdﬁ%ﬁéégiéf;?ﬁew?Méxicq whére wé‘

:i ~ have Pennsylvanian formation. There wiil be maﬁy occasions,

'§' given the.pfcper ecbndmics, where we will be experiencing the :
.{ﬁ need for second aﬁd’poésiﬁiy*fhird'wélls on 32Q—a¢xe.idééti§ﬁ?‘ ‘ﬁ
ig' in order to sufficiently test that 320-acre location for re- }
»i}k ~ serves that could be recovered. | | ;

i3 ' Wé‘do‘appreciate thg;effbrt that ydu’vég

14 | made. _
15- MR. RAMEY: Thank you, Mr. Yates.

16 Mr. Harper.

18 QUESTIONS BY MR. HARPER:

o 19 Q I'd like to ask a clarifying question.

20 I'm a little, perhaps, confused in paragraph I and IiI, Rule

21 104-~F, Roman numeral III.

22 ‘ The title talks about all counties and
; 23 - then it éxcepts certain counties.
: 24 | The first paragraph also recites those
v 25 counties, but apparently the second paragraph. is also under
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~_the second. paragraph shouldn't be-iifder the titla.

- the first paragraph has.

2 v » @ & &AW

E 88 8 3% &R 8B

i3
that heading.  So it seems to?mé;;injprdér to be'perfect;y/
clear, that you don't nead itiin"ﬁge'first'paragraphi‘but5

Al N ol &

S0 I'm haviné‘a“iittle'trouﬁlé.

A Well, we'll see if we can make - that --
e Because I understcod from yohrftestimqnyf§

that the second paragraph does not have the same réstfictibn

A ‘Those are supposed to be dealing with
the same counties and the same issues except in one case it's
an oil well and the other case it's a gas well.

Q ' Théréfs an addition and there's an omis-
sion, and I'm unclear. One way or the other. =
A 'I think we can clarify that. There's

no real problem with this, is there, except that —-

Qo -~ No, just’for the sake of cIafity --
A To make it look nice?
0 Thank you.

MR. RAMEY: Any other guestions?

CROSS EXAMINATION

BY MR. RAMEY:

Q Mr. Stamets, in the last varagraph is

I T S R AP TN
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14
féhe word ~- do the words Qenginear' or'”supervisbi” prohibit
anyone else froﬁ‘Approvinq‘these appliéationéz

A It certainly shouldn't.

o i iMr.'Uivbg’is a geologist.

d s w8

And of course we =--

&

X! 'A:% isrtﬂéi‘a‘superVi36r?
&ﬁ fe:¢6nsider Hiﬁ;é s&perviéor asQwéllﬁ
so perhap$ that -- |
i | Q Maybe you should say the indiyiduél
?apprQVing‘the application. . ,‘- !
7. A‘ ' Division representative or --

MR. RAMBY: Any other questions? The

witness may be excused.

5 E 5B E B oo

Does anyone have anything further to
16 add to Case 74352

If not, the case will be readvertised

1‘ ‘éndvteopehed on Décember 22nd.
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‘tionm was reported by mo; that the said transeript
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I, SALLY W. BOYD, C.§.R., DO HOREBRY a-mn that |

the fotegoinq Transcript of uearing bhefore the oit CQneem- 51
Commi 8sion

is a full, true, and correct record of the hearing, prepares

by me to the best of my abill»y.




g | STATE OF NEW MEXICO 3
' ENERGY AND MINERALS DEPARTMENT ST
) OIL CONSBRVETION ‘COMMISSION. a ’ : o 4
- ° CALLED BY THE OIL CORSERVATION ‘ ' Lo
Eiﬂ | COMMISSTON QF NEW MEXICO ON ITS OWN . ;
Eooo | MOTTON FOR THE PURPOSE OF CONSIDERING . ' i
b  AMENDMENT QF BULE 104 OF THE QIL
Eoy § cmm nmsxou's RULES am:
| : . SENO. 7435 3
-Order No. R-6870 .3
| ORDER OF THE COMMISSION 3
BY THE COMMISSION: . | |
" . This cause cams on for hearxng at 9:00 a.m. on December 3 3
 and 22, 1981, at Santa Fe, New Mexico, before the O0il -
_3 Conservation Commission of New Mex;co, herexnafter referred to k-
i, as the "Commission."” - ‘ 3
.;*‘~ : | f - 'NOW, on this__7th day of January, 1982, the COmm1551on. é 3

't ‘quorum being present, “having considered the testlmony presented:
. and the exhibits received at said hearing, and being fully ;
. advised in the premises, . ‘ i

FINDS:

(1) That due public notice having been given as requlred‘
. by law, the Commission has jurisdiction of thxs cause and the |
: subject matter thereof. ’

(2) That Rule 104 B I (a) and Rule 104 C II {a) of the 011
~ Conservation Division (Division) Rules and Regulations provide
~ for 320-acre spacing units and specific location requlrements

for gas wells drilled to the Wolfcamp or deeper formations in
Lea, Chaves, Eddy, and Roosevelt Counties, New Mexico.

(3) That geologic conditions in said formations result in:
- the hearing by the Division of scores of applications for
- unorthodox locations annually.

: (4) That most of such applications are justified anAd few'
LJ . are protested by offset operators, .

(5) That an administrative process for approval of such
unorthodox locations should be adopted.



Order No. R-6870

’_opportuni.ty for public hearing to offset aperators.

O, P
-

Case No. 7435

A(G) That amendment of Division Rule 104 P, as shown on

i Bxhibit “"A" to this Order will permit ths administrative

approval of said applicaticis for unorthodox locations while
centinuing to pravide notice, opportunity for protest, and

(7} ‘Bhat in all New Mexico counties except’ Lea, Chaves,; !

Eddy, Roosevelt, San Juan, Rio Arriba, and Sandoval, - Division |

Rule 104 B.IXII. precludes the asaiqnnent of more than 40 acresi

to a wildcat well reqazdless as to whether such well is
projected as an 6il weéll or as a gas well,

(8) " That there are many ..eg:.t::.nate wildcat gas well

.. prospects in countles other than those named in Find:.nq {7).
PE ahove.

(9) ‘That Dlv:.szon ‘Rule 104 B,.IIX. should be amnded as
shown on Bxhibit “B® to this Order to prov:.de for 160-acre

) spacing units for wildcat gas wells in New Mekico counties othét
than those named in Finding No.’ (7) above. A

i

(10) ‘That the proposed amendments to Division Rule 104 P.g
and Rule 104 B.III. will provide for more. efflcient opezatxons
as well as the prevention of waste and ‘the protectxon of :
correlative rights and should be approved.

oo

IT IS THEREFORE ORDERED: I

{1) That effective February 1, 1982, Rule 104 F of the 011
Conservation Division's Rules and Regulations is hercby amended
to read in its ent:.rety as shown on Exhibit "A" attached to thxk

" order.

(2) That further effective February 1, 1982, Rule 104
B.III. of the Oil Conservation Division's Rules and Regulations
is hereby amended to read in its entirety as shown on Exhibit
"B® attached to this Order.

(3) That jurisdiction of this cause is retained for the
entry of such further orders as the Division may deem necessary.
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Case No. 7435

- Ordar Ro. R-6870

s - m at Santa Fe, New Mexico, on the day and year
e - hexeinabove desianated. _ ,
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é “F. UNORTBODOX LOCATIONS

I. The Dzv;sxon Director shall have authority to grant
an exceptxon to the well location requiremerts of Sections B and
C above without notice and hearing when the necessity for such'

. unorthodox locaticn is based upon tonogrsshical condirions. the! .
- recompletion of a well previously &rizleﬁ to another horizem,

- provided said well was drilled at an orthodox location for such
i roriginal horizon, or to permit the completion of an efficient:

productic‘ and lnjectxon.pettern within a secondary recovery or,f
pressure maintenance project, provxded that any such unorthoﬁ&m;‘
locatioi within such project is no closer than 33¢ feet to

ﬁgfoute: boundary of the lease or the unitized area, nor ciosexiz.;
i than 10 feet to any quarter-guarter section line or subdivisioﬁ? 4

inner boundary

II. The Division Dlrector shall have authority to grant
an exception to the well location requirements of Rule 104 B.XI.
(a) and Rule 104 C.II. (a) without notice and hearing when the
necessxty for such unorthodox location is based upon,geologlc

. conditions provided that any such unorthodox location shall be;

no closer than 660 feet to the nearest side boundary nor closer:
than 930 feet to the nearest end boundary of the proration unit.:

IIT. Appllcatlons for adm1nxstratlve approval of'
unorthodox locations shall be’ leed in t:;flxcate and shall be;
accompanled by plats, showing the ownershxp of all leases’
offsetting the proratlon or spacing unit for which the
unorthodox location is sought, and also all wells compléted:
thereon. 1If the prcposed unorthodox location is based 'upon{
topography, the plat shall also show and describe the existeht:
topographlcal ‘conditions. If the proposed unorthodox 1ocat10n;
is based wupon completion of an efficient production and:
injection pattern, the plat shall 2lso show the project outline:
identifying all producing and injection wells therein, and the
applicant shall further include a statement setting forth the

”nece551ty for such 1location. If the proposed unorthodox!

location is based upon geology as provided in Paragraph II
above, the application shall include appropriate geologic maps, '
cross-sections, and/or logs, and ‘a discussion of the geologic
conditions which result in the necessity for the ‘unorthodox:
location,

Iv. All operators of proration or spacing units
offsetting the unit for which the unorthodox location is sought
shall be notified of the application by certified or registered
mail, and the application shall state that such notification has
been given. The Division Director may approve the unorthodox
location upon receipt of waivers from all offset operators or if

EXHIBIT "A"
Order No. R-6870
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' no offset operator has entered an objection to the unorth
. location within 20 days after the Director has received
application.

; ‘ : V. The Division Director may, at his diacret:im.
L. ... i ooy application for adminiatrative approval of an
2 . H locntien for public hearing.”
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EXHIBIT "A"
Order No. R-6870
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- "III. All Counties ax t Lea, Chaves, Eddy, Roossvelt, San 3

'any houndary of such tract.

SRR & o o g oL

T cont:.gnous acres, more or less, substantially in the form of a

~ the U. S. Public Land Surveys, and shall be located rot claser ;
. than 660 feet to any outer boundary of such tract nor closat

Juan, Rio Arriba, and Sandoval P
: Ary wildcat well which is projected as an oil well in any §
county other than Lea, Chaves, Eddy, Rcosevelt, San Juan, Ri
Arriba, and Sandoval shall he located on a trxact consistisg of
approximately 40 surface contiguous acres substantially in the
form of a square which is a legal subdivision of the U. o
Public Land Surveys, Or on a . governmental :

section or lot and shall be located not closer than 330

Any \rildcat vell which is rojocted a8 a gas well
formatiorn and in an area which, in the opinion of the Divis:l‘.
representative approving the application ' to drill, ma
reasonably be presumed to be productive of gas rather than oil %
shall be located on a drilling tract consisting ‘of 160 surfaco

square‘-which is a quarter section, being a legal subdivision of 3

than 330 feet to any quarter-quarter section or subdzvzsxm
inner boundary." ‘ 7

EXHIBIT "B"
Order No. R-6870 .



It ia proposed to provide fot administrative approval of Walfcemp or deeper gus welis in
southeast New Mexico for geologic ressons. This change would be accaomplished by amending
Rule 104 F. to resd in its entirsty s follows:

“RULE 104 F.

I. The Division Difector shall have authority to grant an exception to
the well location raquirements of Sections '8 and C sbove without notice and
hearing when the necassity for such unorthodox location is based upon topograph-
ical conditions, the recampletian of o well ﬁroviou-ly drilled to snother horiZon,
pravided said well was drilled at an arthodox ldeation fat such originsl horizon,
er to permit the completion of an efficient production and injection pattorn
within 8 secondaty recovery or ptessure maintenance project, provided that any
such unorthodox locatian within such project is no cloaer than 330 feet to the
outer boundiary of the lcase or the unitized area, nor closer than 10 feat to any
-ueaee:-nuaztlx asckicn line’ or aubélvilion inner boundary.

II. The Division Director. shnll have uuthority ts- qrant an exception to the
well location requireaents of Rule, 1064 8.1. (a) and Rule 104 C.II. {a) without
- notice and hearing when the necetsity for such unotthodox locatlon is based upon
geclagic conditions provided that “any such unorthodox laocation ahall be ne claser
than 660 feet to the neatrsat side boundary nor closer than 990 faet to the nearest
end boundnry of the prorntlon units

XII. »Appl cationa’ “for. ad-inxatrutive approval of unorthadox locations ahcll
be filcd in triplicato and ‘'shall hg accompanied by plats. showing the- onnerghip
of sll leases offsetting the prora‘i An"0r spacing unit’ fer which the -unat hodox
location i3’ souqht, and also all wélls completed thereagn. IFf the ‘proposed un-
orthodnx location is based upon topagraphy, the plat shall also show and describe
the existent topugraphical condxtions. if the proposed unorthodox locatxon
is baséd upon completion of an efrxcxent production and 1nJection pattern, the
plat shall also show the project outline 1dent1fy1ng “al} produting and ingec-

- tion wells theréxn, ‘and the applxuant shall further ‘ineluds . a statement setting
" farth the necessity for such location. If the .proposed unorthodox locatxon is
based upon geology, the application shall xncluda aﬁproprzata qeologxc maps,
crousections, and/or, logs, and a discussion’ of the geologic c¢onditions which
result in the necessxty for the unatrthodox lacation.

IV. All opérators of proration or Spac1ng units offsettxng the unit ‘for
which the unorthadox location is sgught shall be notified of the applicatish by
certified or registered mail, -and the spplicakion shall state that such noti-
ficatien has been givén. Ths Division Director may approve the urigrthadox
location upon recexpt of waivers froa al; offaet operators or if . no offset
operator has entered an obJectxon to the unorthodox location within 20 days

after the Director has rectived the application.

Y. The Divxsxon Director may, :at ‘hisg dls"retxon, set an) application for
administrative approval of an unorthadeox location for public’ hﬂarlng "

The Division proposes to permit the designation of wildeat gas wells and dedxcatxon of 160°
acres thereto, statewide, by amending Rule 104 B.IIl. to read as follows:

“I11. All counties except Lea, Chaves, £ddy, Roosevelt, San Juan, Rio Arriba, and
Sandoval . .

Any wildcat uell in any ‘county other than Lea, Chaves. Eddy, Rooeevelt, San ‘Juan,

Rio Arriha, and Sandoval shall be located on a tract consisting of approx1mately 40
surface contxguous acres substantially in the form of a square which is a legal sub-
divigion ‘of ‘the U.S, Public Land Surveys, or on a governmental Guarter- quarter section
or lot and shall be located not closer than 330 feet to any boundary of such tract.

Any wildcat well which is projected as a gas well to a formation and in an
area which, in the opinion of the engineer or supervisor approving the application
to drill, may reasonably be presumed to be productive of gas rather than oil shall
be located on a drilling tract consisting of 160 surface contiguous acres, mere or
less, substantially in the form of a square which is a quarter section, being 38
legal subdivision ef the U.S. Public Land Surveys, and;shall be located not closer
than 660 feet to ary outer boundary of such tract nor closer than 330 feet to any
quarter-quarter section or subdivision inner boundary."”
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Dccket No. 41-81

Dockets Nos, 1-82 and 2-82 are tentatively set for January 6 and January 20, 1982. Applicatibns for
... ‘hearing must be filed at least 22 days in advance of hearing date. . ’

DOCKET: COMMISSION HEARING - TUESDAY - DECEMBER 22, 1981

OIL CONSERVATION COMMISSION = 9 A.M.
- ROON 205; STATE LAND OFFICE BUILDING
SANTA FE, NEW MEXICO

S XU TN S

:
3

“{Continued and Readvertisead)

Application of Rarvey B. Yates Company for compulsory poolinq. Chaves County, H.u Mexico.
Applicant, in the above-styled cause, seeks an ordef pooling s1l mineral interests down through
the Ordovician formation underlying the u/z of Section 18, Township 9 South, Range 27 East,

to be dedicated to 2 well to be dril 1le “at”a-standard-location thereon. Also to be conaidered
will be the cost of- dri.lung and oonple 1ng. saj.d uol! and the allocation of the cost thereof
ag well as actual operatan ‘costs. and charqes “for. suparvision. designat;en of applicant as operatoz
of th. well, and a charge for risk involved in drillinq sa;d wall. . T

I

BN

ﬂhefollow;nq cases have been continued from December 3, 1981 'on-xssion Bearing)

'In the matter of the hearing called by the Oil Conservation Cnmnission on its own motion to consider the
follouxng cases. Copies of all rule changes and foims as presently proposed are available for inspection
duxlnq normal business hours at the main eifice of ‘the 0il Conservation Divxsion, State Land Office Building,
Santa Fe, and at the Division's District Offices in Artesia, Aztec, and Hobbs.

- CASE 7433: In the ma~ter of the hearinq called by the 0§l Cuﬂservatioﬁ Comnission 6n its own motion to consxdet
the designation of two crude petroleum oil producing areas and the amendment of the 0il Conse'v¢t1nn
Division’s Rules and Regulations gcvernring the acquisition,” movement. and ‘disposition of crude oil
and condensate, sedirent oil, tank béttows and dther miscellaneous hydrocarbons as well as produced
waters. Pursuant to Section 30-16-48, NMSA 1978 Comp.- the Conhz sion would~des;qnate Chaves; Ds Baca,
dey, Lea, and Roosevelt’ Countxes. and Cibola, Mc&inley. Rio Arrlba, Sa1dova1. Sqn Juan. and ‘Yalencia
Counties as Crude- Petroleum Oil Producing Areas. Futher, in order to Eacx;xtate i1 theft xn\estha~
tion and prov:de an improved audit trail for the movement of. liquid hydrocarbons, the Commission yill
consider: certain amendments to the Divisjon's Rules relating to the adcquisition,. movement anad dxspo—
;sition of crude oil and c¢ondéensate, sediment oil, tank bottoms and other- mxscellaneous hydrccarbons
as well as produced waters. ‘Specifically, the Commission will® “consider the amendment of Division
Rules 310. 311,332, 11lo, 1117, ard 1118, and the adoption of. new Rules 709, 710, 804, and 1133,
Also to be considered wxll be the revifion of etlstlnq Forms C-117‘A and C-117-8 governinq the

1 acquieit1or, movement and d1sposxt10n of ‘tank ‘bottoms, sediment’ 8115 waste oil and other miscellaneous

hydrocarbons, and the adoption of a new Form C-133, Authorization To Move Produced Water.

i
i
!
£

CASE 7434: The Commission will consider the amendment of DivisicR-Rule 112-A to permit the Division's District
Supervisors Lo approve the multiple comnlet1oh of wells under certain specifi€d conditions and to
delete the requirement for notice to offset operators. Form C-107, Application For Multiple Comple-
tion, would also be reviced. Also to be considered will ke the amendment of Rule 303-C to pernit
the Division Director to approve the downhole commxngl;ng, under certain specified conditions, of

ey two or more oil zones, or gas zones, or oil zones and gas zones in the wellbore of a single well.

SE 7435: The Commission will consider the amendment of Rule 104 of the 0il Conservatlon bivision Rules and

uzsn-"’“'ﬂ3§u1at10ns specifically, the Commission will considvx the amendment: of Rule 104 to permit the
Division Director to apprave urorthodox gas well lrcatxous for’ qeoloﬂzcal reasons under certain
specxt:ed condxtxone in Lea, Chdves. Fdd{,and Roosevelt Count1es, and the aﬂeruumnt of Rule 104 3

known qas produr1nq forﬂutxon; ard areas outsxde Le1, Chaves Eddy, Rcosevelt, San Juan, Rxo Arxiba,
and Sandovai Counties.

CASE 7436: The Commission will consider the adoption of a Rule Number for the Definitions Section of the
bivision's Rules.




L{ Dockat Ro. 41-81

Page 2
COMMISSION HMEARING - TUESDAY ~ DECEMBER 22, 1981

CASE 7437: The Coomission will consider the amendment of Division Mule 105 to prestribe certain
‘vequirements governing the disposition of drill cuttings and drunng lluldl.

_c_t_.;_‘ 7438 The Cminion will conmnider tho amerdment o! Mvuion Rule 1204 o roqum Appucant: for hanngs
- to make a reasonable effort to pzovide notice of hearings to advarsely affected persons or, in the

Altnmtiu. to adversely atfocud operators.

...........................................

‘Docket No. 32-81

K B}
: DOCKET: EXAMINER HEARING - MONDAY - DBCEIBRR 23, 1981

2 A.N. S OIL CONSERVATION DIVISION CONFERENCE ROOM
STATE LAND OFFICE BULLDING, SANTA FE, NEW MEXICO

'!he folloving case unx be heard- befo:e Darxel s. Nui:ter, Bxammer. or Rxchard L. Sta:nets. Alternate Examiner:

CAS.‘ 7&50: A[pucntion of '<a....z (‘zl a.'-d Gas I!*c for a unu: agreement, Rio Arnba Co\.nty “New Mexico. -
Appllcant, in the aooveostyled cause, seeks approval ‘for the, Ojito L'nit Area, conpnsing 6425
. acres, -more or 1ess, ‘of’ Pederal and fee lands in 'x‘ovnsths 24 and. :S Notth, Ranges 1 and 2 hest.
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Dockat Ma. 39-81

DOCKET: COMMISSION WEARING - THURSDAY - DECEMAER 3, 19681

9 AM, - OIL CONSERVATION COMMISSION - MORCAN HALL
STATE LAND OFFICE BULILDING, SANTA FE, NEMW MEXICO

i

In the mitter of the hesring called by the Oil Conservation Commission om ite owm wotioca to counsider the following
cases, Copies of all rule changes and forks &a presently proposed are available for inspection during normsl
" Gusintss henwea ar the main office of the 0il Comservation Division, State Laad Oftice Buildiog, Santa Fe, and a¢
the Bivision's District Offices ia Aicasis; Aetec, and Mo
cASE 7433: In the matter of the hearing callyd by the Oi1 m..mm Oa-iniu on its owm matisz &e cansider
the desigoation of two crude petzolewm oil producing areas and the amendusar of the 0il Conservation
Divisidn’s Rulés and Ragulations gowaraing the scquisition, movemeat, aod disposition of crude oil
aod condensate, sediment oil, tank bottoms and other miscellasneous hydrocarbona ias well as produced
wagere. Pursnsnt to Section 30-16-A3, NMSA 1378 Cowp. the Cosmissica would desigoate Chavas, De Bace,
.Bddy, Laa, and Roosavelt Gomiu. m cbou. McKkinley, Rio Arribs, Sandovel, San Juan, and ¥aleocia
Counties a8 irude Dctrolave Oil Produciog Areas. Further, in ozder to facilitate okl theft lnveariga~
tion and provide an improved audit treil for the wovement of liguid hycrocubou the' Commicsics will .
coasider certain awendments to- the Division's Wules retating to the sgquisicion, wavizsny; awd!
sition of crude oil and condeunsats, sediment ail, tank bottoms and other miscellaseous by&recnbon -
well a2# produced waters. Spectftcally\ the Commission will consider the smendméirt of Division Bales
. 310, 311, 312, 1110, 1117, and 1118, and the ldoption of new Rules 709, 710, -804, aud 1133, Alto to
"~ ba emidend will be the revision of existing Forms C-117-A and C-117-3 governing the dcquisition,
sovement , and dupounon of tank’ bottqn, sadiment oil, waste oil and otiner miscellaneocus hydra-
. carbona, and the adoption of a new Fon C-133, Authorization To Move Produced Water.

CASE 7434: Tlec CO-inl.or m.ll consider the. amendwent of Divisice Rule 112-A to penxt :be Dxuuon s District
© . ‘Sepecvisors to apprave’ ‘the mltiple completion of walls under certain specxfxed eondxnons and to
delete the requirement for motice to 6ffser operators. ' Form c-107,. Apphcanoa For Myltiple Conplc'-
tion, would #1s0 be revised. Algso to be considered will ba the smendwent of Rule 303-C to ‘permit the
Division Director to approve the downhole commingling, under certain specified conditions, of tvc or
— wote oil- :cm_n ar.gas zopes, ot ou zones and gas zomes in the wellboze of a emg*e »ell. : .

o
-

/z-c‘iss 2635 The Coumission will consider the mendugnt oE lnl.e l.OA of “the Oil Couaam ion. Bwumﬁ Rules and
J;ulnnom bpecxfm.:lly. the Commissicqa will cona:.der the amendoent of Rnle 104 ¢ o p&_mxl. t.he
Pivision Director to approve unorthodox-gas well locations for geologxcal reasons undex certain ‘
specified conditions in Lea, Cha\ru, Eddy, .and Roosevelt Cmmm.es. and the’ mndaent of Bule 104 B -
Section III to require the dedication of 160 acres to vells projected as gas wells in presumed or
known gas producing formstions and areas outsida Les, Chaves, Eddy, Boosevelt, San Jusa, Rio Arnbi,
and Sendoval Counties. )

CASE 7436: The Cmasxon will’ conuder the adoptmn of & Rule lﬁnbez for the Defmltxonc °ec:mn of the
' Division's Rules. , ,_f »
CASE 7437: 'The Commission will consider the amendment of Division Rule 105 - prescnbe certain requxrenenu
- governing the dispasition of drill cuttings and drilling fluids.

CASE 7438: The Co-nsuon will consider the mndnent of Division Rule 1204 to requr.re apphcants for hearmgs

to make a reasonable effort to provide notice of hearings to advetuly affected pernns or, in the
. alteruative, to adversely affected operators,

DOCKET NO. 38-8) FOR THE EXAMINER HEARING TO SE HELD ON DECEMBER 2, 1981, WILL BE MAILED UNDER SEPARATE COVER.
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STATE OF NEW MFXICO

FNERGY ANMD MINERALS DEPARTMENT
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OIL CONSERVATION COMMISSION

Lo B eGSR S e - i !U‘

in Tno va.:.ER OF THAE ALBAKIN

' CALLED BY THE OIL CONSERVATION 8

COMMISSTON OF NEN MEXICO ON ITS OWN J"f
MOTION FOR THE PURPGSE OF CONSIDERING
AMENDMENT OF RULE 104 OF THE OIL

CONSERVATION DIVISION'S RULES AND

‘REGULATTIONS.

©© CASE NO. 7435
Order No. R- (qS’ 70

ORDER OF THE COMMISSION

BY F'E COMMISSION:

This cause came on for hearing at 9:00 a.m. on December 3

and 22, 1981, at Santa Fe, New Mexico, before the 011

Conservation Commission of New Mexico, hereinafter referred to

as the "Commission."

NOW, on this day of December, 1981, the Commission,

a quorum being present, having considered the testimony




presented and the exhibits received at said hearing, and being

‘fully advised in the premises,
FINDS:

(1) That”ﬁﬁefpublic notice_@aVing been given as required
"byfiah, the'Coﬁmi§§§9n7has jurisdiction of this cause and the

éubjéét~ﬁ3¥£er'thereof.

{2) ‘That Rile 104 B.I.(a) and Rile 104 C.II.(a) of the Oil
Conservation ﬁiViSibh’(ﬁivision)'Rﬁles_andvRégulatiQns provide
for 320-a¢re séacihg anits and‘speéificiIOCaﬁiqn requifeﬁéﬁts
for gas wells _éfnledlto the w&if}:;niis"dfdéeper férihaticiﬁS;in

Lea, Chaves, Ed&Y,'and’RooseVeit Counties, New Mexico.
(3) That geclogic conditions in said formations result in
the hearing by the Division of scores of applications for

unorthodox locations anrnually.

(4) That most of such applicatiscns are justified and few

~are protested by offset operators.

(5) That an administrative process for approval of such

unorthodox locations should be adopted.

(6) That amendment of Division Rule 104 F. as shown on
Exhibit ¥®A® to this Order will permit the administrative

approval of said applications for unorthodox locations while




continuing to provide notice, opportunity for protest, and

| opporfﬁnity for pub}icvhearing to offset operators,

(7) That in all New Mexico counties except Lea, Chaves,
- Eady, Roosevelt, San_ Juan, Rio- Arrxba, and Sandoval, D1v1sxon
Rule 104 B III; precludes the ass;gnment of more than 40 acres
to a w:.ldcat well regardless as to whether such well 1s

projected as an oil well or as a gas well.

(8) That there are many legltlmate wildcat gas . well
prospects in counties other than those named in Fmdlng (Y)

above.

(9) “hat Division Rule 104 B,ITI. should be amended as
shown on'Exhibitv"B? to this Order to provide'fbr-ﬁﬁo—acie
spac1ng units for wildcat gas wells 1n New Mex;co ccuntles otﬁer

than those named in Finding No. (Q) above.v

(10) - That the proposed amendments to Division Rule 104 F.
and Rule 104 B.III. will provide for more efficient operations
as well as the prevention of waste and the protectioh of

correlative rights and should be approved.

IT IS THEREFORE ORDERED:

(1) That effective Februwary 1, 1982, Rule 104 F of the 0il

Conservation Division's Rules and Regulations is hereby amended

to read in its entirety as shown on Exhibit "A" attachcd o thig




Order.

(2) That further effectlve February 1, 1982, Fule 104
B.III. of the 0il Conservation DlVlSion s Rules and Requlations
_ 1s hereby amended to read 1n 1ts entlrety as shown on Exhibit

'B' attached to th:s Order._'

k(3) Tha* jurlsdlctlon of thls cause is retaxned for the -

- o " entry of such fu;ther ordersgas the DlVlSlon may deem necesshry.

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

Iheréinébbve’desiqnated.

_ STATE OF NEW MEXICQ

O1L CONSERVATION COMMISSION

EMERY C. ARNOLD, Chairman

ALEX J. ARMIJO, Member

JOE D. RAMEY, Member & Secretary
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1. The Division Director ahall have authority to qrant an axceptlon to
the well location requirements of: Sections'8 and C above witiiout notice and
hearing when the necessity for such unorthodox ‘lacatiasn is_based upon topogragh-
ical’ ecnditions, the recampletion of a well previously: drilled to another-horizon,
ptovided said well was difilled st an orthadox location for. such or al hor:zon,
Qr. . tq parmit “the' complation of an effzcxent productxon and anect nggtern

_ within a secondaly -recovery or pressure maxntenaﬁce proJect. provxded‘that any
“such unorthodox location within sueh. nro;»ﬂf is no closer than 330 feet to .the. . -

outer- boundary of the leese or the’ unit;zed area, nor closnr than 10 feet to- any
quarter-quarter sectiaon line or subdxvxslon inner boundary.

11, "The vaxsxon Director shall have authority to grant an exceptxon to the
well location gequ1rements of Rule 104 B I. (a) and Rule 104 Ciil. (a} ‘withsut
fiotice. ‘and hearing when the necessxty for: such orthodox location is based ‘upon
gaoloqic conditions prov:ded that any such unorthodox’ location shall be no closer
than 660 feet to the nearest side boundary nor ‘Eloser than 990 feet to the nearest
end boundary of the proration unit.

1T, Applxcat1ons for admxnxsttatxve ‘appraval “of unorthodox lgcations shall
be flled in trlpllcate and shall be’ accompanzed b) plats, showing the ownership
of all leases offsetting .the groration-ar spacing unit for which the, .uriorthodox
location is sougbt, and also all wells campleted thereon, 1f the proposed un-
orthadox locatxon 1s based upon topography, the plat shall also show and descrzbe

plat shall also show the project cutline 1den fyxﬁg all produc1ng and 1nJec-
tion wells™ ‘thetein, and the applxcant shall further inclide a statement sett*ng

_ forth the necessity for such lecatiaon. If the proposed unorthadox location is

based upon geologyy theé’ application ‘shall- ifnclode sppropridte genlonic. mapa,
crosseutlons, and/or logs, and a discussicn of the geologic conditions which
result in the necessity foar the Lnorthodox locatxon.

iv. All operators of proration or spacing units offsetting the unit for
which the unorthodox location is sought shall be notified of the application by
certified or registered mail, and the application shall state that such noti-
fication has been given. The Division Director may approve the unorthodox
location upon receipt of waivers from all offset operators or if no offset
cperator has entered an objection to the unorthodox location within 20 days
after the Director has received the application,

Y. The Division Oirector’may, at his discretion, set any application for
adminisirative approval of an unorthodox location for public hearing.”
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"r1I. All counties except Lea, Chaves, Eddxl Rooaevelt, San Juan, Rio Arribl, and
sndoval ; -

Sare— et

-l&
. Any wxldcat Hellhxnugny county other than Lea, Chaves, Eddy, Rooaevelt. San Juan,
Rio Arriba, .and Sandov>il shall be igcated on a tract consisting of approxiaately 40
surface contlguous acres substantxally in the form of a square whlch is alegal sub-
division of the U.s. Public-land Surveys, or on a-govecrnmental quartcr-quarter section
or lot and shall be located not closerithan 330 Feet to any boundary of such tract:

..... ol Lal

Any sildcat uell wh;ch is prdjected as a gas well to a fornatlon and in an -
‘area which, in the opinicn of the AAGIASETOT—SUP-ARVI-G0T approving ‘the applicaticn
to drill; may reasonably be" presumed to- }e productive of gas rather than oil shall
be located oh a dr;llxng tract consisting of 160 syrface contiquous acres, more or
less, substantxally in the form of a 'sqbare which is a quarter section, being a
legal subdivision of the U.S. Public Lénd- Surveys, and_shall be located not cleser
than 6560 feet to any outer boundary gT such tract nor closer than 330 Feet to any
quarter- quarter section or subdivi4ion Thner ooundary."

;m_4.;”.““.,-_ié._..“m.____ ( Dw'-"zt:q,b,ea:&ségéw,_mm_;_ﬂ“M.._f;, e ,;,f-_%

B Cf?) /41 é; ’lf ng
Ol‘cjek’uo/y 6970

U0 g Py e e o ma—




it

¥
st i e s MR 2

\
i
T
i
'

~

SR e e s @ e g e AR e § 1 R R e i LAY 1S 4 on s i b AR Sy

P TR LR




