
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 NO. 9718 
Order No. R-9045 

APPLICATION OF MERIDIAN OIL INC. FOR 
THE VERTICAL CONTRACTION AND 
REDESIGNATION OF AN EXISTING DELAWARE 
OIL POOL AND FOR A NEW POOL CREATION, 
EDDY COUNTY, NEW MEXICO. 

ORDER OF THE DIVISION 

BY THE DIVISION; 

This cause came on f o r h e a r i n g a t 8:15 a.m. on August 
23, 1989, a t Santa Fe, New Mexico, bef o r e Examiner David 
R. Catanach. 

NOW, on t h i s 15 t h day of November, 1989, the 
D i v i s i o n D i r e c t o r , having considered the test i m o n y , the 
r e c o r d , and the recommendations of the Examiner, and being 
f u l l y advised i n the premises, 

FINDS THAT: 

(1) Due p u b l i c n o t i c e having been given as r e q u i r e d 
by law, the D i v i s i o n has j u r i s d i c t i o n of t h i s cause and 
the s u b j e c t matter t h e r e o f . 

(2) By Order No. R-8455, dated June 15, 1987, the 
D i v i s i o n c reated the Parkway-Delaware Pool, whose v e r t i c a l 
l i m i t s encompass the e n t i r e Delaware f o r m a t i o n , and whose 
c u r r e n t h o r i z o n t a l l i m i t s comprise a l l of Section 35 and 
the W/2 of Section 36, Township 19 South, Range 29 East, 
NMPM, Eddy County, New Mexico. 
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(3) The a p p l i c a n t , M e r i d i a n O i l , I n c . ( M e r i d i a n ) , 
seeks t o c o n t r a c t the v e r t i c a l l i m i t s of s a i d Parkway-
Delaware Pool by e x c l u d i n g t he upper p o r t i o n of the 
Delaware f o r m a t i o n i d e n t i f i e d by t h e a p p l i c a n t as the "B" 
Sand i n t e r v a l , and t o redesignate s a i d pool as the 
Parkway-Delaware "A" Sand Pool o r t h e Parkway-Lower 
Delaware Pool. The a p p l i c a n t f u r t h e r seeks t h e concomi
t a n t c r e a t i o n of a new o i l pool f o r Upper Delaware pr o 
d u c t i o n designated as the Parkway-Delaware "B" Sand Pool 
or Parkway-Upper Delaware Pool w i t h i t s h o r i z o n t a l l i m i t s 
comprising a l l of Section 35, Township 19 South, Range 29 
East, NMPM. 

(4) The a p p l i c a n t f u r t h e r requests t h a t the e f f e c 
t i v e date f o r such an order issued i n t h i s m a t t e r be June 
16, 1989. 

(5) The a p p l i c a n t has proposed t h a t the v e r t i c a l 
l i m i t s of the proposed Parkway "A" or Lower Delaware Pool 
comprise t he e q u i v a l e n t s t r a t i g r a p h i c i n t e r v a l from 
approximately 4110 f e e t t o 4220 f e e t , and t h a t the Parkway 
"B" or Upper Delaware Pool comprise the e q u i v a l e n t 
s t r a t i g r a p h i c i n t e r v a l from approximately 3945 f e e t t o 
4015 f e e t , both as found on the Gamma Ray/Density Log run 
on M e r i d i a n O i l , Inc.'s Apache Federal Well No. IA l o c a t e d 
990 f e e t from the North l i n e and 2310 f e e t from the West 
l i n e ( U n i t C) of s a i d Section 35. 

(6) Santa Fe Energy Operating P a r t n e r s , L.P (Santa 
Fe), and S i e t e O i l and Gas Cor p o r a t i o n ( S i e t e ) , the o n l y 
o t h e r o perators i n the Parkway-Delaware Pool, appeared a t 
the hearing i n support of the a p p l i c a t i o n , but i n opposi
t i o n t o Meridian's proposed "B" r e s e r v o i r v e r t i c a l l i m i t s . 

(7) The d i s c o v e r y w e l l f o r the Parkway-Delaware Pool 
was the Santa Fe Energy Operating P a r t n e r s , L.P. Parkway 
"36" State Well No. 1 l o c a t e d i n U n i t F of s a i d Section 
36 . 

(8) There are c u r r e n t l y f o u r t e e n w e l l s completed i n 
and producing from the i n t e r v a l i d e n t i f i e d by the 
a p p l i c a n t as the "A" or Lower Sand i n t e r v a l , and of these 
f o u r t e e n w e l l s , t e n are c u r r e n t l y capable of producing i n 
excess of top u n i t a l l o w a b l e f o r the Parkway-Delaware 
Pool, which i s 80 b a r r e l s of o i l per day. 
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(9) The evidence i n d i c a t e s t h a t the a p p l i c a n t has 
completed i t s Apache Federal Well No. IA i n the "B" or 
Upper Sand i n t e r v a l , as described above, and t h a t s a i d 
w e l l i s c u r r e n t l y capable of producing approximately 289 
b a r r e l s of o i l per day. 

(10) The a p p l i c a n t contends t h a t s a i d Apache Federal 
Well No. 1 has discovered a separate common source of 
supply i n the Delaware f o r m a t i o n , and t h a t the reserves 
i n s a i d "B" Sand are s u f f i c i e n t t o economically j u s t i f y 
t he d r i l l i n g of an a d d i t i o n a l w e l l on each of seven 
40-acre p r o r a t i o n u n i t s w i t h i n the Parkway-Delaware Pool. 

(11) The a p p l i c a n t f u r t h e r contends t h a t due t o 
d i f f e r e n c e s i n p e r m e a b i l i t y which may i n t u r n cause 
c r o s s f l o w t o occur, the "A" and "B" Sand i n t e r v a l s may not 
be e f f e c t i v e l y produced by u t i l i z i n g a s i n g l e w e l l b o r e . 

(12) The ge o l o g i c and engin e e r i n g evidence presented 
by t h e a p p l i c a n t i s i n s u f f i c i e n t t o c o n c l u s i v e l y 
demonstrate t h a t t h e s u b j e c t "A" and "B" Sand i n t e r v a l s 
are e f f e c t i v e l y i s o l a t e d from one another. 

(13) The evidence presented i s i n s u f f i c i e n t t o 
support the c o n t e n t i o n t h a t the "A" and "B" Sand i n t e r v a l s 
may not be e f f i c i e n t l y and e f f e c t i v e l y produced by a 
s i n g l e w e l l b o r e . 

(14) The evidence does not demonstrate t h a t the 
a d d i t i o n a l reserves w i t h i n the "B" Sand i n t e r v a l w i l l not 
u l t i m a t e l y be recovered by the e x i s t i n g w e l l s , or t h a t 
waste would occur i f the s u b j e c t a p p l i c a t i o n i s denied. 

(15) While approval of the a p p l i c a t i o n may a l l o w the 
a p p l i c a n t t o recover the a d d i t i o n a l reserves w i t h i n the 
"B" Sand i n t e r v a l i n an a c c e l e r a t e d time p e r i o d , s a i d 
approval may a c t u a l l y f o r c e o f f s e t o p e rators t o d r i l l 
unnecessary w e l l s i n order t o p r o t e c t t h e i r c o r r e l a t i v e 
r i g h t s . 

(16) Approval of the s u b j e c t a p p l i c a t i o n w i l l tend 
t o cause the d r i l l i n g of unnecessary w e l l s w i t h i n the 
Parkway-Delaware Pool, w i l l not serve t o prevent waste, 
and may i n f a c t i m p a i r the c o r r e l a t i v e r i g h t s of the 
operators i n the s u b j e c t p o o l . 
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(17) The a p p l i c a t i o n should be denied. 

IT IS THEREFORE ORDERED THAT; 

(1) The a p p l i c a t i o n of Meri d i a n O i l , I n c . , f o r the 
c o n t r a c t i o n of the v e r t i c a l l i m i t s of the Parkway-Delaware 
Pool t o i n c l u d e o n l y the Lower Delaware i n t e r v a l , and f o r 
the concomitant c r e a t i o n of a new Delaware pool f o r Upper 
Delaware i n t e r v a l p r o d u c t i o n , a l l l o c a t e d i n Sections 35 
and 36, Township 19 South, Range 29 East, NMPM, Eddy 
County, New Mexico, i s hereby denied. 

(2) J u r i s d i c t i o n of t h i s cause i s r e t a i n e d f o r the 
e n t r y of such f u r t h e r orders as the D i v i s i o n may deem 
necessary. 

DONE a t Santa Fe, New Mexico, on the day and year 
hereinabove designated. 

STATE OF NEW MEXICO 
OIL CONSERVATION DIVISION 

S E A L 


