
STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION COMMISSION 

IN THE MATTER OF THE APPLICATION OF 
MERIDIAN OIL INC. TO ESTABLISH A 
STATEWIDE ADMINISTRATIVE PROCEDURE FOR 
APPROVAL OF HIGH ANGLE/HORIZONTAL/ 
DIRECTIONAL DRILLING PROJECTS, 
NEW MEXICO. 

A P P L I C A T I O N 

COMES NOW MERIDIAN OIL INC. by and thorough i t s 
attorneys, K e l l a h i n & K e l l a h i n , and applies t o the New 
Mexico O i l Conservation Commission to e s t a b l i s h a 
statewide a d m i n i s t r a t i v e procedure f o r approval of High 
Angle/Horizontal/Directional D r i l l i n g Projects i n the 
State of New Mexico and i n support thereof s t a t e s : 

(1) The New Mexico O i l Conservation D i v i s i o n has now 
issued numerous orders approving High Angle-Horizontal-
D i r e c t i o n a l D r i l l i n g P i l o t Projects i n the State of New 
Mexico. 

(2) Those i n d i v i d u a l cases, each conducted a f t e r 
notice and hearing, now c o n s t i t u t e a s u b s t a n t i a l volume 
of t e c h n i c a l information from which a d m i n i s t r a t i v e rules 
and r e g u l a t i o n s can be formulated. 

(3) That the gra n t i n g of t h i s type of a p p l i c a t i o n 
has been accomplished usually without opposition and has 
become a matter of r o u t i n e . 

(3) Based upon i t s experience, Applicant recommends 
t h a t the Commission adopt the f o l l o w i n g new r u l e s : 
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RULE l l l - A - HIGH ANGLE/HORIZONTAL/DIRECTIONAL 
DRILLING PROJECTS 

A. The f o l l o w i n g d e f i n i t i o n s s h a l l apply t o t h i s 
Rule: 

(a) NMOCD-means the New Mexico O i l Conservation 
D i v i s i o n 

(b) D r i l l i n g Unit-means the surface acreage assigned 
t o a v e r t i c a l wellbore i n accordance w i t h NMOCD Rule 104. 
Included i n t h i s d e f i n i t i o n i s a " u n i t of p r o r a t i o n f o r 
o i l or gas" as defined by NMOCD and a l l non-standard such 
u n i t s p r e v i o u s l y approved by the NMOCD. 

(c) Wellbore-means the i n t e r i o r surface of a cased 
or open hole through which d r i l l i n g , production, or 
i n j e c t i o n operations are conducted. 

(d) Project Well-means any w e l l d r i l l , completed or 
produced as e i t h e r a h o r i z o n t a l , high angle or 
d i r e c t i o n a l d r i l l e d w e l l . 

(e) Project Area-means one or more d r i l l i n g u n i t s 
which are t o be dedicated t o the p r o j e c t w e l l . 

( f ) Penetration Point-means the po i n t where the -
wellbore penetrates the top of the pool from which i t i s 
intended t o produce. 

(g) Terminus-means the f a r t h e s t p o i n t a t t a i n e d along 
the h o r i z o n t a l l a t e r a l or high angle p o r t i o n of the 
wellbore. 

(h) V e r t i c a l well-means a w e l l t h a t does not have a 
departure or course d e v i a t i o n from the v e r t i c a l . 

( i ) H orizontal well-means a wellbore t h a t has a 
departure or course d e v i a t i o n from the v e r t i c a l equal t o 
or greater than 85 degrees and whose l a t e r a l runs 
approximately p a r a l l e l ( w i t h i n p r a c t i c a l l i m i t s ) t o 
formation d i p w i t h i t s penetration p o i n t and terminus 
being w i t h i n a single formation or pool. 
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( j ) High Angle Well-means a wellbore t h a t has a 
departure or course of d e v i a t i o n from v e r t i c a l of less 
than 85 degrees and whose l a t e r a l does not run 
approximately p a r a l l e l w i t h formation d i p . 

(k) D i r e c t i o n a l d r i l l e d well-means a w e l l which i s 
i n t e n t i o n a l l y deviated from v e r t i c a l w i t h an i n t e n t i o n a l 
azimuth. 

(1) Lateral-means any p o r t i o n of a wellbore which 
has i n t e n t i o n a l l y departed from the v e r t i c a l p o i n t 
d i r e c t l y beneath the surface l o c a t i o n . 

(m) U l t r a Short Radius Lateral-means the measured 
departure of a wellbore from v e r t i c a l t h a t has an angle 
of b u i l d r a t e of between 45 degrees and 9 0 degrees per 
f o o t w i t h i n a 1-2 fo o t radius and w i t h up t o 200 f e e t of 
h o r i z o n t a l section. 

(n) Short Radius Lateral-means the measured 
departure of a wellbore from v e r t i c a l t h a t has an angle 
of b u i l d r a t e between 1.5 degrees per f o o t and 3.5 
degrees per f o o t w i t h i n a 2 0-4 0 f o o t radius and w i t h up 
t o 750 f e e t of h o r i z o n t a l section. 

(o) Medium Radius Lateral-means the measured 
departure of a wellbore from v e r t i c a l t h a t has an angle 
of b u i l d r a t e of between 8 degrees t o 20 degrees per one 
hundred f e e t and w i t h up t o 3500 f e e t of h o r i z o n t a l 
s e c t i o n . 

(p) Long Radius Lateral-means the measured departure 
of a wellbore from v e r t i c a l t h a t has an angle of b u i l d 
less than 8 degrees per one hundred f e e t w i t h i n a 1000 
f o o t t o 3000 f o o t radius and w i t h up t o 5000 f e e t of 
h o r i z o n t a l section. 

(q) D r i l l i n g - P r o d u c i n g Area-means a l l points t h a t 
l i e along a rectangular or square window formed by 
p l o t t i n g the measured distance from the North, South, 
East and West boundaries of a p r o j e c t area i n s i d e of 
which a v e r t i c a l wellbore can be d r i l l e d i n conformity 
w i t h the setback requirements from the outer boundary of 
a standard spacing and p r o r a t i o n u n i t f o r the a p p l i c a b l e 
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pool, or a p p l i c a b l e pools i n the case of d u a l l y completed 
or commingled w e l l b o r e ( s ) . 

( r ) Producing Interval-means t h a t p o r t i o n of the 
wellbore d r i l l e d i n s ide the v e r t i c a l l i m i t s of a pool, 
between i t s penetration p o i n t and i t s terminus ( f a r t h e s t 
p o i n t ) and w i t h i n the d r i l l i n g - p r o d u c i n g area. 

(s) Azimuth-means the measured departure or course 
d e v i a t i o n of a l a t e r a l expressed i n terms of compass 
degrees. 

( t ) K i c k - o f f Point-means the p o i n t at which the 
wellbore i s i n t e n t i o n a l l y deviated from v e r t i c a l . 

B. The D i v i s i o n D i r e c t o r s h a l l have the a u t h o r i t y t o 
a d m i n i s t r a t i v e l y approve a high a n g l e / h o r i z o n t a l / 
d i r e c t i o n a l d r i l l i n g p i l o t p r o j e c t when: 

(1) the surface l o c a t i o n of the proposed or 
e x i s t i n g p r o j e c t w e l l (a) i s w i t h i n the boundaries of the 
p r o j e c t area, c o n s i s t i n g of a minimum 40 contiguous 
surface acres, more or less, s u b s t a n t i a l l y i n the form of 
e i t h e r a square or a rectangle, as a p p l i c a b l e , being a 
l e g a l s u b d i v i s i o n of the U.S. Public Land Survey ; and 

(2) the producing i n t e r v a l of the wellbore(s) 
i s t o t a l l y confined to a d r i l l i n g - p r o d u c i n g area. The 
wellbore(s) may be r e - o r i e n t e d to any azimuth based upon 
a change i n conditions e i t h e r geologic or mechanical, 
which i s encountered e i t h e r before or a f t e r the 
commencement of a p r o j e c t , but only i n s o f a r as the 
producing i n t e r v a l ( s ) remains t o t a l l y confined t o the 
d r i l l i n g - p r o d u c i n g area. 

(3) The p r o j e c t area includes e i t h e r a s i n g l e 
or m u l t i p l e contiguous d r i l l i n g u n i t s . 

(4) The p r o j e c t w e l l includes e i t h e r a s i n g l e 
l a t e r a l or m u l t i p l e l a t e r a l s which conform t o conditions 
1 and 2 above. 
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(5) The p r o j e c t area may includes one or more 
non-standard d r i l l i n g u n i t ( s ) which consist of not less 
than 70 percent nor more than 130 percent of a standard 
d r i l l i n g u n i t f o r the applicable p o o l ( s ) . 

C. To obtain a d m i n i s t r a t i v e approval t o d r i l l a High 
Angle/Horizontal/Directional w e l l , the app l i c a n t s h a l l 
f i l e such a p p l i c a t i o n i n dup l i c a t e w i t h the D i v i s i o n 
D i r e c t o r , copy t o the appropriate OCD D i s t r i c t 
Supervisor, which s h a l l include: 

(1) A 9 (nine) section p l a t i n d i c a t i n g the 
section, township and range i n which the w e l l i s t o be 
d r i l l e d , the p r o j e c t area, the proposed surface l o c a t i o n , 
the d r i l l i n g - p r o d u c i n g area f o r the subject w e l l , any 
e x i s t i n g wells i n the proposed p r o j e c t area, a l l 
a d j o i n i n g sections, a l l o f f s e t t i n g d r i l l i n g u n i t s i n the 
applicable pool(s) and t h e i r associated operator, w e l l , 
w e l l l o c a t i o n and spacing u n i t ; 

(2) A designation of the p r o j e c t w e l l as having 
a l a t e r a l which i s characterized as e i t h e r a u l t r a - s h o r t 
radius, short radius, medium radius, long radius or 
d i r e c t i o n a l l y d r i l l e d w e l l as defined above; 

(3) a v e r t i c a l l y o r i e n t e d plan view f o r the 
subject w e l l i n c l u d i n g the t r u e v e r t i c a l depth of the 
subject pool, t r u e v e r t i c a l depth, l a t e r a l l e ngth, 
estimated k i c k o f f p o i n t (TVD)(MD), pe n e t r a t i o n p o i n t 
(TVD)(MD) and degree of angle t o be b u i l t i n the p r o j e c t 
w e l l b o r e ( s ) ; 

(4) a h o r i z o n t a l plan view f o r the subject w e l l 
and i t s spacing u n i t showing the d r i l l i n g u n i t and 
d r i l l i n g - p r o d u c i n g window, i n c l u d i n g the estimated 
azimuth and maximum length of the l a t e r a l ( s ) t o be 
d r i l l e d ; 

(5) A type log section on which i s i d e n t i f i e d 
the top and bottom of the subject pool and the 
a n t i c i p a t e d k i c k o f f p o i n t ( s ) f o r the wellbore; 
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(6) a w r i t t e n summary of the proposed d r i l l i n g , 
casing and completion program i n c l u d i n g the f r a c t u r e 
s t i m u l a t i o n procedure ( i f any) f o r the w e l l b o r e ( s ) ; 

(7) A w r i t t e n summary of the procedure and 
materials t o be used by the applicant t o plug and abandon 
the wellbore(s) i n the event the p r o j e c t i s not 
successful i n e s t a b l i s h i n g o i l or gas production; 

(8) The proposed allowable f o r the p r o j e c t area 
and how t h a t allowable w i l l be a l l o c a t e d among any other 
e x i s t i n g w e l l ( s ) , i f any, w i t h i n the p r o j e c t area; 

(9) I n the event there are any e x i s t i n g wells 
w i t h i n the p r o j e c t area producing from the same pool from 
which the p r o j e c t w e l l i s intended t o produce, then 
applicant s h a l l submit engineering and geologic data 
i n c l u d i n g a w r i t t e n summary which demonstrates why any 
e x i s t i n g w e lls are unable t o e f f e c t i v e l y and e f f i c i e n t l y 
d r a i n the p r o j e c t area; 

(10) A copy of the proposed AFE f o r the 
proposed p r o j e c t w e l l i n c l u d i n g an a f f i d a v i t t h a t a l l 
working i n t e r e s t owners have consented t o the d r i l l i n g of 
the subject w e l l ; 

(11) A statement or p l a t showing the names and 
addresses of a l l i n t e r e s t owners (working i n t e r e s t and 
r o y a l t y ) w i t h i n the p r o j e c t area spacing u n i t s and 
a t t e s t i n g t h a t applicant, on the same date the 
a p p l i c a t i o n was submitted t o the D i v i s i o n , has sent 
n o t i f i c a t i o n t o a l l those p a r t i e s by submitting a copy of 
the a p p l i c a t i o n t o them by c e r t i f i e d mail r e t u r n r e c e i p t 
requested; and 

(12) A statement or p l a t showing the names and 
addresses of a l l operators of spacing u n i t s , or working 
i n t e r e s t owners of u n d r i l l e d spacing u n i t s o f f s e t t i n g the 
u n i t i n which the p r o j e c t i s located and a t t e s t i n g t h a t 
a p p l i c a n t , on the same date the a p p l i c a t i o n was submitted 
t o the D i v i s i o n , has sent n o t i f i c a t i o n t o a l l those 
p a r t i e s by subm i t t i n g a copy of the a p p l i c a t i o n t o them 
by c e r t i f i e d mail r e t u r n r e c e i p t requested. 
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D. The D i v i s i o n D i r e c t o r may approve the 
a p p l i c a t i o n : 

(a) upon r e c e i p t of waivers from a l l o f f s e t 
operators or owners of u n d r i l l e d t r a c t s or (b) 
i f no o f f s e t operator or owner has entered an 
ob j e c t i o n t o the p r o j e c t w i t h i n 20 days a f t e r 
the A p p l i c a t i o n was received by the D i r e c t o r ; 
and 

(c) upon r e c e i p t of waivers from a l l owners 
w i t h i n the p r o j e c t area or (b) i f no owner has 
entered an ob j e c t i o n to the p r o j e c t w i t h i n 20 
days a f t e r the A p p l i c a t i o n was received by the 
D i r e c t o r . 

E. The maximum allowable assigned t o the p r o j e c t 
when de a l i n g w i t h prorated pools s h a l l be based upon a 
m u l t i p l i e r c o n s i s t i n g of the number of standard p r o r a t i o n 
u n i t s (or approved non-standard p r o r a t i o n and spacing 
u n i t s ) f o r t h a t pool a c t u a l l y contacted by the producing 
i n t e r v a l of the wellbore times the allowable f o r a s i n g l e 
p r o r a t i o n u n i t f o r the applicable pool less any p o r t i o n 
of the allowable a t t r i b u t e d t o any e x i s t i n g w e l l i n the 
p r o j e c t area. The maximum allowable assigned t o the 
pr o j e c t when dealing w i t h NMOCD Rule 505 depth bracket 
allowable o i l pools s h a l l be based upon the number of 
spacing u n i t s described i n Rule 505 which are a c t u a l l y 
contacted by the producing i n t e r v a l of the wellbore times 
the a p p l i c a b l e depth bracket o i l allowable. 

F. I n the event there are any e x i s t i n g wells w i t h i n 
the p r o j e c t area producing from the same pool from which 
the p r o j e c t w e l l i s intended t o produce, then the 
Dir e c t o r s h a l l determine i f the p r o j e c t w e l l i s necessary 
i n order t o e f f e c t i v e l y produce reserve from t h a t pool 
and i f so s h a l l determine how to a l l o c a t e the p r o j e c t 
allowable between or among a l l wells i n the p r o j e c t area 
so as t o p r o t e c t the c o r r e l a t i v e r i g h t s of owners w i t h i n 
the p r o j e c t area and the c o r r e l a t i v e r i g h t s of any 
o f f s e t t i n g i n t e r e s t owners. 
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G. I n the event there are any e x i s t i n g w e l l s w i t h i n 
the p r o j e c t area then the p r o j e c t w e l l , i f and when 
approved by the D i v i s i o n , s h a l l c o n s t i t u t e a special 
exception t o the then e x i s t i n g w e l l spacing p a t t e r n 
established by the D i v i s i o n f o r t h a t pool. 

I . Any order issued by the Dir e c t o r approving an 
ap p l i c a t i o n s h a l l required t h a t : 

(1) t h a t the applicant s h a l l conduct a d i r e c t i o n a l survey 
on the wellbore subsequent to d i r e c t i o n a l d r i l l i n g 
operations i n order t h a t the d i r e c t i o n , extent and 
terminus of said wellbore may be determined t o be i n 
compliance w i t h the p r o v i s i o n of any order w i t h copies 
submitted t o the Santa Fe NMOCD and t o the NMOCD-district 
o f f i c e i n which the w e l l i s located; and 

(2) the applicant s h a l l n o t i f y the supervisor of the 
NMOCD-district o f f i c e of the date and time of 
commencement of d i r e c t i o n a l d r i l l i n g operations and of 
the conductance of any d i r e c t i o n a l surveys on the 
proposed w e l l i n order t h a t these operations may be 
witnessed. 

H. The D i v i s i o n D i r e c t o r may, at his d i s c r e t i o n , set 
any a p p l i c a t i o n f o r a d m i n i s t r a t i v e approval f o r p u b l i c 
hearing. 

WHEREFORE, Applicant requests t h a t t h i s a p p l i c a t i o n 
be set f o r hearing before the New Mexico O i l Conservation 
Commission on day of A p r i l , 1995 and t h a t a f t e r 
n o t i c e and hearing the a p p l i c a t i o n be approved. 

Ke l l a h i n & Kel l a h i n 
P. 0. Box 2^65 
Santa Fe, New Mexico 87504-2265 


