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IN THE MATTER OF TH G
CALLED BY THE OIL CONSE ION

DIVISION ~ FOR THE PURP:
CONSIDERING: - |

CASE N() 13771

NY . FOR - POOL

' ORDERNO, R-12739

BY THE: DIVISION:

These cases came on for hearmg at 8 15 a, m on September 14 on .October 26
2006, and ‘again on March 15, 2007 at Santa Fe, New: Mex1co before Exammer W11ham
V. Jones . . ‘ . -

NOW on thls 26th day of March 2007 the D1v1s1on Dlrector hav1ng considered }
the testlmony, the record and the recommendatlons of the Examiner;

FINDS THAT

(1) Due pubhc notice has: been glven and the D1v1s1on has _]unsdlctlon of

. these cases and their subject matter.

(2) By Division Order No. NSL-5133 dated November 17, 2004, the Division
authonzed Kaiser-Francis Oil Company. (“Kaiser-Francis”) to drill its Mesa “11” Grande
Well No. 2Q (API No. 30-015- 33720) at an unorthodox gas well location 2661 feet from
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the South line (2700 feet frorh the North line)-and 660 feet from the West line (Unit L or
NW/4 SW/4) of irregular Sectlon 11, Townshlp 22 South, Range 26 East, NMPM, Eddy
County, New Mexico, to test the Strawn and Morrow formations. Pursuant to this order,
the W/2 of Section 11 was dedicated to the well forming a standard, approximately 320-
acre gas spacing unit for the. Unde51gnated Happy Valley-Strawn Gas and the South
Carlsbad-Morrow Gas Pools. - :

(3) = After unsuccessfully attempting completions in the Strawn and Morrow,
Kaiser-Francis became interested in exploiting drilling oil shows in the Delaware and
Bone Sprmg formations.

4 'In Division Order No. ‘R=12459 issued in Case No. 13594 on December 1,

© 2005, the’ Division approved a non-standard well location’ for oil production from the
Delaware and Bone' Sprlng formatronsi* erdcat Delaware and ‘Wildcat-Bone Spring
Pools at 2661 feet from the South hne al »-feet from the West 11ne (Unlt L or NW/4
SW/4) of irregular- Sect1on ll s e

(5) Also in that Case Kaiser- Fran01s apphed for an approximately 80-acre
non:stafidard spacing unit cons1st1ng of the NW/4 SW/4 and SW/4 NW/4 of Section 11.
This portion of the' apphc tion was dlsmrssed after it was determlned at the hearing that
no-correlative rlghts wlo olated by the format ' jard: approx1mately 40-
~acre oil’ spacmg ‘and pr _ 14 SW/4) of Section 11.

Kaiser- Francrs presented testrmony in the’ hearmg that"all-interest owners in' ‘the W/2 of
Section 11 were subject'to a:JOA -and. would-share in' production from this well and that
interests in a 40 -acre unit would be identical to interests in an 80-acre unit.

(6)  On April 7, 2006, Kaiser-Francis recompleted the Mesa “11” Grande Well
No. 2Q to the Bone Spring formation.and has produced and tested the well since early
May. :

(7N . The Bone Spring production in this area is currently governed by Division -
Rule 104.B, which réquires standard 40-acre: spacing’ and.proration-units with wells to be
" located no. closer than 330 feet to the outer boundary of the unit.:* The Division created
the East Happy Valley-Bone Spring Pool (97541) on September 20, 2006 by Division
Order No. R-12638. Initially the pool only included the SW/4 of Section 11. The E/2 of
adjoining Section 10 is’ operated by J. Cleo™ Thompson and has been scheduled for
inclusion into this pool.

(8)  Kaiser-Francis Oil Company as the applicant in-Case No. 13771 presented
on September 14, 2006, sought to establish a new Bone Spring pool initially within the
W/2 of Section 11 and establish Special Pool Rules for that pool providing for 320-acre
oil spacing and proration units and a limiting Gas Oil Ratio (“G@R”) 0f'3;000:to:1.

%9 The applicant in' Case No. 13778, Hayes Land and Production, LP
(“Hayes”) sought approval to form an 80-acre prOJect area to consist of the SW/4 NW/4
and NW/4 SW/4 of Section 11 or, in the alternative, to rescind Division: Order No. R-
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12459 and shut-in the Mesa “11? Grande Well No 2G.

(10) Both Hayes and Karser-Francrs NOW- agree that ownershrp 18| NOT 1dent1ca1
in the W/2 of Sectior A e W/2 NW/4 of Section 11.
V14 of Section 11, but within

M 1 wells wrthrn one mile of
the proposed new pool ‘As an affe | party, Marbo! ‘entered an'appearanee in Case No.
13771 but d1d not: present wrtnesses - : :

a2y o adit Swio snayes Lar
and James Cle Thom on Jr LP entere_
geologic wrtness R S

(13) Dunng the September 14,’ 2006 hearlng Karser-Francrs presented
ev1dence thatxd""‘h H e C

encountered the

gas composrtlon P-V-
1e spmner‘ examining
[a Franms has
oth conv ntronal 011 ;.and free gas
le: and the gas ‘and “oil
"that thrs well

(b)

After determrmng bubble pomt 011 gravrty,»

v wrll recover pproxrmate,sy

ey The reservorr as mapped by Karser-Franms 1s; elhptrcal w1th the
1ongest dlrnensron trendrng north-south or shghtly northwest southeast

(d) The‘jcharacterrstlcs of thrs reservon suggest that one: well can drain

or affect gas reserves: beyond the normal 40-acre oil spacrng and prorauon units.

‘Witha: “high ermeability and” relatrvely low oiltecovery, development of the

" reservoir wit spacmg unrts smaller than 160 acres wou]d result in the mefﬁcrent
recovery of hydrocarbons R ae : .

(e) There are precedents in Bone Spnng 011 pools (see D1v1sron Order

-~ No. R- 4539) ‘even those without’ the accompanyrng gas’ Teservolr, )to ‘grant’ gas

production GOR allowables of up to 5,000 to 1. ‘After exarmmng the data,

Kaiser-Francis ‘does not beheve thrs will cause waste of reservorr energy or reduce
ultimate orl product1on s :
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(14) Durrng the September 14, 2006 hearing, Hayes and J. Cleo Thompson
presented testnnony as follows: :

(a) ‘Mr. erlram Bennett as. the sole owner of Hayes, Whrch entity
owns a mineral 1nterest in the W/2 NW/4 of Sectron 11 is in favor of forming an
80-acre project: area or 80-acre: non- standard spacmg and proratron unit consisting

~ of the SW/4'NW/4 and NW/4 SW/4 of Section 11. Hayes does not oppose the
proposed 160-acre standup spacrng unit-but thinks. the 80 acre un1t would be more
reasonable: » : : ‘

(b) J. Cleo Thompson Who operates wells n the adJormng Section 10,
s concerned. that grantlng a GO 'llowable of more: han 2, OOO to 1 will cause
waste ‘of reservoir energy and result in alower ultrmate recovery of oil. J. Cleo
Thompson urged the Division to confine any Spemal Pool Rules to the W/2 of
Sectlon 11 and not requlre adjormng lands to abrde by those rules

reserv01rs ex1st severa mrles n st*of th1s locatron Those pools Seem to. trend
northwest to southeast. - Many-of those pools have 40-acre oil. well spacing with
5,000 to 1 GOR allowables or are assocrated pools with 40-acre oil units and 160-
acre gas units.. e »

’ ,(15) Prror to and after the September 14 hearmg, Hayes and Kaiser- Francrs
shared data and- negotlated these issues. : SR .

(16) For 1ts apphcatlon in the October 26 hearrng, Kalser-Francrs reduced its
desired size of the oil spacmg’and proration unit: from 320-acres consrstlng of the W/2 of
Section 11 to 160 acres consisting of the W/2 W/2 of Section 11. . Kaiser-Francis also

' 1ncreased the requested maximum- G@R allowable from 3,000 to 1 to 4,000 to 1.

(17) For 1ts apphcat1on in the October 26th hearrng, Hayes in Case 13778
completed its proof of'notice: requlrements but d1d not re-state its case.

( 18) Each party presented statements to the DlVlSlOl’l after the September 14"
hearing-and prior to the date of the October: 26th hearrng Inits. statement ‘Hayes remains
primarily concerned about protecting its W/2 NW/4. acreage from bemg drained without
sharing in production. Hayes prefers the 80-acre standup project area with the right to

- drill 2 wells, but. is not opposed. to the.standup. 160-acre, W/2 W/2 oil spacing and

proration unit as proposed-in Case.No. 13771:. J. Cleo Thor__npson is opposed to gas wells
being defined by less than:-30,000 to 1.GORs - as is used in some Associated Pools, and

remains opposed to Special Pool Rules being extended beyond -the W/2 of Section 11.

Marbob indicated in its statement that a standard 160-acre spacing unit should consist of
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a governmental ‘quarter: sect1on or- the Spemal Rules should be conﬁned to the W72 of
Section 11. : ;. " ;

(19y At the '-?Octobe
afﬁdav1ts to the D1

I- arte'r‘ should’be
R0 4000 to .l 1s

I'CSCI'VBS v

625,1)ﬁ .
from Marbob, h
consist of a gov: rnrn tal-qt

-(22) The: ex1stence of:a free | gas interval’ W1th1n or belowithe oil column and the

relatlvely ‘high- permeablhty -of this: reservoir: indicate; that 660 feetiwell setbacks as
proposed by Kalser-Francrs are needed and’ should be approved

by Karser—Francrs shou be approved

(24) The apphcatlon in: Case No 13771 to estabhsh Spec1al Pool Rules as
proposed by Kaiser-Francis with modifications to reflect the evidence presented in this
case should be approved = = : : L

(25) . With- approval of the: Karser-Franms application in Case No. 13771 the
application of Hayes Land and Production, L.P: in Case No 13778 is no longer needed to

protect correlative rights and should be dlsmlssed

IT IS THEREFORE ORDERED THAT

(1) Pursuant ‘to the apphcatlon of Karser-Fran01s 0il Company in Case. No.
13771, the horizontal limits -of the East Happy Valley-Bone Spring:Pool (97541) are
hereby extended to include all of the W/2 of Section 11, Townshlp 22 South Range 26
East, NMPM, Eddy County, New Mexico.
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(2) - Special pool rules for the:East Happy Valley-Bone SpringPool are hereby
established and shall be made retroactive to'April'l 2006:

SPECIAL RULES AND‘REGULATION S

EAST HAPPY VALLE‘r ,‘ BONE SPRING POOL

RULE 1. Each Well completed or recompleted in .the East
Happy Valley—Bone S nngoo or 1n Second=Bone Spnng hrnestone
w1th1n the Bone"' ic i 1 the

No 30 015 33720) and tiot” nearer o or w1th1n e 1 limi s‘.oﬂf another
de31gnated Bone-Spring oil pool, shall:be: spaced ,lled operated and
produced in accordance Wlth the Specral Rules herernafter set forth ’

, RULE 2 2 ~ Each well shall be located on- a standard orl spacmg

and proratlon unlt contalnlng 160‘:» acres, more or less, comprrsed of a

' ) ng-a“legal subdivi "1on‘ of" the: United

ever; that one optional-well 1 may
er-quarter sections in the: unit;

be dnlled on eachof the qu |

-RULE 3+ The Drrector of the Oil .Conservation Division, >
hereinafter referred to as the- "D1v1sron may . grant an exception - toithe
requlrements of Rule 2. wrthout notice: and heanng when an. apphcatlon
has been filed for a non- sstandard unit comprising ' one Or more

- governmental quarter quarter sections or lots,. or.the: unorthodox size or
shape of thetract is. due to a- variation: in. the legal sub'd" rision- of -the
United: States Pubhc Land Suryeys. -All: operators: offsettrng he: roposed
non-standard unit shall: be notified of the*application by regrstered or
certified mail, and the apphcat1on shall ‘state that such notice has- been
furnished. The Director may approve the apphcatlon upon receipt of
written ' waivers  from all offset opérators or if ‘no- offset operator has
-entered an objection to the formation of the non-standard un1t wrthln 20
days after the Division received the application. :

RULE 4. Each well shall be located no-closer than 660 feet to
any outer boundary of a standard or non-standard spacing and -proration
unit and no closer than 10 feet to any quarter-quarter section line or
subdivision i inner boundary.

RULE 5. The Divi_sion Director may grant an exception to the
requirements of Rule 4 without hearing only when an application has been
filed for an unorthodox location necessitated by topographical conditions
or the recompletion of a well previously drilled to another horizon. All
operators offsetting the proposed location shall be notified of the
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Valley—Bone Sprlng Pool shall be 4, 000,,ou ic. feet of gas per barrel of 01l

produced
(3 Thelocati d.inithe Bast Happy
Valley-Bone Sprm reof 1‘sijhereby

approved. The , g-ar
Division’s. Afcesw/ istrict Ofﬁce in wmtlng of -the name an locatlon of the well within 30
days from the: date of this order ‘

, (4) ' Ex1st1ng 011 wells in ‘the East Happy Valley Bone Sprmg Pool shall have
dedicated -thereto. 160 acres: in accordance Wl the’ foregomg pool rules or, existing oil
wells may have non—standard spacmg Or pror: onrumts €s bl1shed by the D1V1Slon and
dedicated: thereto F ure':to file new Forms:( ion ded1cat1ng 160 acres
to a well ‘or to: obtam at on-stan unit approve byt o’ W1thm 60 days from the
date of thls order shall subj éct the well to cancellatlon of allowable ‘ :

(5) ~ Pursuant to the apphcatlon of Kalser-Franms Oil Company, the W/2 W/2 ,

- of Section 11 shall be dedicated to the Mesa “11” Grande Well No. 2G to form a non-

standard, standup 160 -acre oil spacing and prorat1on un1t

6) The appl1cat1on of Hayes Land and Product1on L.P. in Case No. 13778 to
form a non-standard 80-acre oil spacing . and proratlon unit or an 80- -acre project area
comprising the NW/4 SW/4 and the SW/4 NW/4 of Section 11, Townshlp 22 South,

- Range 26 East, NMPM Eddy County, New Mexico or in the alternatwe to rescind

Division Order No R-12459, is hereby dismissed.

(7)  Jurisdiction.is hereby retained for the entry of such further orders as the
Division may deem necessary.
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t Santa Fe, New Mexico, on the day and year hereinabove designated.

 STATE OF NEW MEXICO

OIL CONSERVATION DIVISION
T e,

7

’,{«_”/W_ ch -
.’);
s

MARK.E. FESMIRE; P.E.

Director




