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O i l Conservation D i v i s i o n 
State Land O f f i c e B u i l d i n g 
310 Old Santa Fe T r a i l , 2nd Floor 
Santa Fe, New Mexico 87501 

Re: USA #2 Well 
A p p l i c a t i o n o f Meridian O i l I n c . 
f o r a High Angle/Horizontal D i r e c t i o n 
D r i l l i n g P i l o t P r o j e c t , Special 
Operating Rules Therefor, i n c l u d i n g 
A Non-Standard O i l P r o r a t i o n U n i t , 
and An Unorthodox O i l Well L o c a t i o n , 
a Special Gas O i l Ratio, and A Special P r o j e c t 
Allowable, San Juan County, New Mexico 

Dear Mr. LeMay: 

On behalf o f Meridian O i l I n c . , please f i n d 
enclosed our A p p l i c a t i o n f o r a High Angle/Horizontal 
D i r e c t i o n D r i l l i n g P i l o t P r o j e c t as referenced above, 
which we request be set f o r hearing on the next 
a v a i l a b l e Examiner's docket now scheduled f o r June 11, 

By copy o f t h i s l e t t e r and a p p l i c a t i o n , sent 
c e r t i f i e d m a i l , we are n o t i f y i n g a l l i n t e r e s t e d p a r t i e s 
w i t h i n a 1/2 m i l e r a d i u s of the s u b j e c t w e l l o f t h e i r 
r i g h t t o appear a t the hearing and p a r t i c i p a t e i n t h i s 
case, i n c l u d i n g the r i g h t t o present evidence e i t h e r i n 
support of or i n o p p o s i t i o n t o the a p p l i c a t i o n . 

May 19, 1992 

Mr. W i l l i a m J. LeMay HAND DELIVERED 

1992. 
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WTK/jcl 
Enclosure 

cc: Mr. Alan Alexander 
Meridian O i l Inc. 
Post O f f i c e Box 4289 
Farmington, New Mexico 87499-4289 

By C e r t i f i e d Mail - Return Receipt 
A l l P a r t i e s L i s t e d on E x h i b i t "D" of A p p l i c a t i o n 

1988/appt518a.330 



STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
DIVISION FOR THE PURPOSE OF 
CONSIDERING: 

CASE: 

APPLICATION OF MERIDIAN OIL INC. 
FOR A HIGH ANGLE/HORIZONTAL DIRECTION 
DRILLING PILOT PROJECT, SPECIAL 
OPERATING RULES THEREFOR, INCLUDING 
A NON-STANDARD OIL PRORATION UNIT, 
AN UNORTHODOX OIL WELL LOCATION, 
AND A SPECIAL PROJECT ALLOWABLE, 
SAN JUAN COUNTY, NEW MEXICO 

A P P L I C A T I O N 

Comes now Meridian O i l I n c . , by and through i t s 

a t t o r n e y s , K e l l a h i n , K e l l a h i n & Aubrey, and a p p l i e s t o 

the New Mexico O i l Conservation D i v i s i o n f o r approval 

f o r a High Angle/Horizontal D i r e c t i o n D r i l l i n g P i l o t 

P r o j e c t , s p e c i a l o p e r a t i n g r u l e s t h e r e f o r , i n c l u d i n g a 

non-standard o i l p r o r a t i o n u n i t , and an unorthodox o i l 

w e l l l o c a t i o n and a s p e c i a l p r o j e c t allowable f o r i t s 

USA #2 Well t o be recompleted from the Dakota fo r m a t i o n 

i n t o the Undesignated Gallup f o r m a t i o n u n d e r l y i n g the 

QIL CONSERVATION DlMlQH 
I 
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SW/2 o f Section 24, T32N, R13W, San Juan County, New 

Mexico and i n support t h e r e o f s t a t e s : 

(1) A p p l i c a n t i s the operator of the SW/2 o f 

Section 24, T32N, R13W, N.M.P.M., San Juan County, New 

Mexico. 

(2) A p p l i c a n t proposes t o re- e n t e r i t s USA #2 

Well, l o c a t e d a t an unorthodox w e l l l o c a t i o n i n the 

SW/4SW/4 of Section 24, being 930 f e e t FSL and 1050 

f e e t FWL o f s a i d Section 24 and recomplete i t from the 

Dakota f o r m a t i o n i n t o the Gallup f o r m a t i o n by squeezing 

the Dakota f o r m a t i o n , m i l l i n g a s e c t i o n from 5660 f e e t 

t o 5720 f e e t , s e t t i n g a cement k i c k o f f plug from 5660 

f e e t t o 5750 f e e t and d r i l l i n g t o the k i c k o f f p o i n t a t 

5700 f e e t (+ or - 70 f e e t ) at which p o i n t the a p p l i c a n t 

w i l l k i c k o f f the w e l l i n a N o r t h e a s t e r l y d i r e c t i o n 

b u i l d i n g an angle of 17° per 100 f e e t t o approximately 

80° and penetrate the top of the Niobrara member of the 

Gallup f o r m a t i o n a t an estimated t o t a l v e r t i c a l depth 

of 6160 f e e t and then t o ho l d an 80° angle and 

c o n t i n u i n g t o d r i l l a l a t e r a l distance o f approximately 

1,250 f e e t and no c l o s e r than 330 f e e t t o the outer 
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boundaries of the 160-acre spacing and p r o r a t i o n u n i t . 

See E x h i b i t s "A," "B," and "C." 

(3) A p p l i c a n t proposes t h a t t h i s p r o j e c t be 

s u b j e c t t o Special Rules and Regulations as f o l l o w s : 

a non-standard u n i t c o n s i s t i n g of SW/2 o f s a i d Section 

24, and 

(4) The Niobrara i n t e r v a l o f the Gallup i s 

b e l i e v e d t o be the p o t e n t i a l p r o d u c t i v e zone a t t h i s 

l o c a t i o n i n t h i s Undesignated Gallup O i l Pool. This 

i n t e r v a l i s c h a r a c t e r i z e d by a t i g h t , low p e r m e a b i l i t y 

r e s e r v o i r , interconnected by a h i g h c a p a c i t y f r a c t u r e 

system. 

(5) Past experience i n the Niobrara f o r m a t i o n has 

shown t h a t unless a c o n v e n t i o n a l l y d r i l l e d ( v e r t i c a l ) 

w e l l i n t e r s e c t s n a t u r a l f r a c t u r e s , the chance of 

o b t a i n i n g commercial prod u c t i o n i s severely c u r t a i l e d . 

(6) By d r i l l i n g a high a n g l e / h o r i z o n t a l w e l l b o r e , 

the a p p l i c a n t i s attempting t o increase the p r o b a b i l i t y 

(a) Pool Name: Undesignated Gallup O i l Pool, 

(b) Spacing/Proration U n i t : 160 acres being 

statewide depth bracket o i l allowable. 

(c ) Special Allowable o f 4 times the 
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of encountering several o f these f r a c t u r e s , which may 

u l t i m a t e l y r e s u l t i n the recovery o f a g r e a t e r amount 

of gas and o i l , thereby p r e v e n t i n g waste. 

(7) I n as much as the exact distance and 

d i r e c t i o n o f the l a t e r a l p o r t i o n o f the wellbore i s not 

known a t t h i s time, the Ap p l i c a n t seeks approval t o be 

allowed t o d r i l l and produce s a i d l a t e r a l p o r t i o n 

anywhere w i t h i n an area designated a t a r g e t window as 

f o l l o w s : commencing at a distance not c l o s e r than 330 

f e e t from any o f the side boundaries o f the proposed 

spacing u n i t so t h a t w i t h i n the d r i l l i n g window no 

p o r t i o n of the wellbore open f o r p r o d u c t i o n s h a l l be 

c l o s e r than 330 f e e t t o the outer boundary o f the 

spacing u n i t . 

(8) As r e q u i r e d , n o t i c e i s provided t o those 

o f f s e t t i n g operators as l i s t e d on E x h i b i t "D." 

(9) The g r a n t i n g of t h i s A p p l i c a t i o n w i l l be i n 

the best i n t e r e s t o f conservation, the pr e v e n t i o n of 

waste and the p r o t e c t i o n o f c o r r e l a t i v e r i g h t s . 

WHEREFORE, Ap p l i c a n t requests t h a t t h i s matter be 

set f o r hearing on June 11, 1992 before a duly 

appointed Examiner of the O i l Conservation D i v i s i o n 
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and, a f t e r n o t i c e and hearing as r e q u i r e d by law, the 

D i v i s i o n enter i t s Order g r a n t i n g t h i s a p p l i c a t i o n . 

R e s p e c t f u l l y submitted, 

KELLAHIN, K! 

W. Thomas K e l i a l l i n 
Post O f f i c e Box/2265 
Santa Fe, New Mexico 87504 
(505) 982-4285 
Attorneys f o r A p p l i c a n t 

JAHIN & AUBREY 

appt518a.330 


