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Creation and Promulgation 
Pool Rules 
Mexico 

Gentlemen: 

Merrion O i l & Gas Corporation hereby submits i t s w r i t t e n 
a p p l i c a t i o n f o r an Order of the New Mexico O i l Conservation 
D i v i s i o n c r e a t i n g a new pool f o r the production of o i l from 
the Fractured Mancos Shale Formation and the promulgation of 
temporary s p e c i a l pool r u l e s t h e r e f o r , i n c l u d i n g p r o v i s i o n s 
f o r 640-acre o i l spacing and p r o r a t i o n u n i t s , designated w e l l 
l o c a t i o n requirements, and s p e c i a l allowables. Said pool would 
comprise a l l of Townships 18 and 19 North, Range 3 West, N.M.P.M., 
Sandoval County, New Mexico. 

Merrion O i l & Gas Corporation p r e v i o u s l y v e r b a l l y submitted 
t h i s a p p l i c a t i o n and was advised t h a t the a p p l i c a t i o n would 
be placed on the New Mexico O i l Conservation D i v i s i o n ' s May 
28, 1992 examiner hearing docket. 

Enclosed are two a d d i t i o n a l copies of t h i s l e t t e r a p p l i c a t i o n . 
Please advise should you r e q u i r e any a d d i t i o n a l i n f o r m a t i o n . 

Sincerely, 

Tommy Roberts, 
Attorney f o r 
Merrion O i l & Gas Corp. 
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TR:mkc 
cc: Merrion O i l & Gas Corp. 

P.O. Box 840 
Farmington, New Mexico 87499 
A t t n : Steven S. Dunn, Operations Manager 

cc: New Mexico O i l Conservation D i v i s i o n 
D i s t r i c t I I I O f f i c e 
1000 Rio Brazos Road 
Aztec, New Mexico 87410 
A t t n : Frank Chavez, Supervisor 



Special Rules f o r the Fractured Mancos Shale i n McKinley, 
Rio A r r i b a , San Juan, and Sandoval Counties 

Rule 1 
Each w e l l permitted, completed, or recompleted i n McKinley, 
Rio A r r i b a , San Juan, or Sandoval County i n the Fractured 
Mancos Shale as herein described and not closer than one 
mile to a designated Mancos, Gallup, or Hospah pool s h a l l be 
spaced, d r i l l e d , operated, and produced i n accordance w i t h 
the Special Rules and Regulations hereinafter set f o r t h . 

Rule 2 
A standard Proration Unit f o r a w e l l completed i n the 
Fractured Mancos Shale s h a l l be 632 to 648 acres which s h a l l 
comprise a single governmental section being a l e g a l 
subdivision of the United States Public Land Surveys. A 
second w e l l may be d r i l l e d on a Proration Unit i f the f i r s t 
w e l l cannot produce e i t h e r more than 50 barrels of o i l per 
day a f t e r 180 days of production nor more than 300 MCF per 
day a f t e r 180 days of production. A non-standard Proration 
Unit r e s u l t i n g from a correction i n a lands survey may be 
approved a d m i n i s t r a t i v e l y by the D i v i s i o n Director i f such 
Proration Unit i s no greater than 800 acres or less than 480 
acres. To obtain such approval, the applicant s h a l l f u r n i s h 
the Director with the appropriate p l a t s and request t h a t the 
a p p l i c a t i o n be published on the hearing docket as an 
administrative a p p l i c a t i o n . The applicant may f u r n i s h proof 
that a l l of the operators of d i r e c t and diagonal o f f s e t 
Proration Units were n o t i f i e d by registered or c e r t i f i e d 
mail of his i n t e n t to form a non-standard u n i t . The 
Director may approve the a p p l i c a t i o n upon receipt of w r i t t e n 
consents, or i f no o f f s e t operator has objected t o the 
non-standard u n i t w i t h i n 20 days a f t e r the o f f s e t operator 
was n o t i f i e d , or i f no objections are received w i t h i n 10 
days of the notice being published i n the regular hearing 
docket. The Director may docket any a p p l i c a t i o n f o r 
hearing. 

Rule 3 
A standard w e l l l o c a t i o n s h a l l be no closer than 990 feet t o 
the outer boundary of the Proration Unit nor closer than 10 
feet to an i n t e r i o r l i n e . A non-standard l o c a t i o n can be 
approved only a f t e r notice and hearing and s h a l l subject the 
e n t i r e Proration Unit t o an allowable penalty. The second 
w e l l on a Proration Unit cannot be located i n the same 
quarter section as the f i r s t w e l l . A d i r e c t i o n a l survey w i l l 
be required of any w e l l d r i l l e d closer than 1090 feet to the 
pro r a t i o n u n i t boundary before an allowable i s assigned to 
i t . 

Rule 4 
The top allowable production f o r wells completed i n the 
Fractured Mancos Shale s h a l l be 800 barrels of o i l per day 
w i t h a l i m i t i n g GOR of 2000 cubic feet of gas per b a r r e l . 
Wells completed at non-standard bottomhole locations w i l l be 
assigned top allowables according t o the following formula: 

(Actual bottomhole distance to d r i l l t r a c t boundary/990)^ X 
800 

Rule 5 
Within 30 days of f i r s t production from a w e l l d r i l l e d i n 
the Fractured Mancos Shale Area the w e l l s h a l l be shut-in 
and a bottom hole pressure build-up t e s t conducted i n 
accordance w i t h procedures obtained from the Aztec o f f i c e . 
The r e s u l t s of t h i s t e s t s h a l l be submitted to the Aztec 
D i s t r i c t o f f i c e . At the request of the operator, these 
r e s u l t s w i l l be kept c o n f i d e n t i a l f o r a period of 365 days 
from the date of completion. (See Rule 1105) 

Rule 6 
The v e r t i c a l l i m i t s of the Fractured Shale s h a l l be from 500 
feet below the top of the Point Lookout formation to the 
base of the Greenhorn formation. 


