
STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 
OIL CONSERVATION DIVISION 

GARREYCARRUTHERS POST OFFICE BOX 2083 
STATE LAND OFFICE BUILDING 

SANTA FE. NEW MEXICO 87504 
1505] B37-5B00 

GOVERNOR January 26, 1990 

Mr. Damon Richards 

Sanders, Bruin, C o l l 

Re: CASE NO. 9351 
ORDER NO. R-9105 

& Worley 
Attornevs a t Law Appl i c a n t : 

Post O f f i c e Box 550 

Roswell, New Mexico 88202 McKay Q.il Corpo-

Dear S i r : 
Enclosed herewith are two copies o f the above-referenced 
D i v i s i o n order r e c e n t l y entered i n the subject case. 

Sincerely, 

FLORENE DAVIDSON 
OC S t a f f S p e c i a l i s t 

Copy of order also sent t o : 

Hobbs OCD x 
A r t e s i a OCD x 

Aztec OCD 

Other 



63 

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. 9851 
Order No. R-9105 

APPLICATION OF MCKAY OIL 
CORPORATION FOR HORIZONTAL 
DRILLING, CHAVES COUNTY, NEW 
MEXICO. 

ORDER OF THE DIVISION 

BY THE DIVISION; 

This cause came on f o r hearing a t 8:15 a.m. on 
January 10, 1990, a t Santa Fe, New Mexico, be f o r e Examiner 
David R. Catanach. 

NOW, on t h i s 26th day of January, 1990, the 
D i v i s i o n D i r e c t o r , having considered the testimony, the 
re 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) The a p p l i c a n t , McKay O i l Cor p o r a t i o n , seeks 
a u t h o r i t y t o r e e n t e r the two f o l l o w i n g described w e l l s f o r 
the purpose of d r i l l i n g two h o r i z o n t a l d r a i n h o l e s from 
each w e l l (as f u r t h e r described below) i n the Abo 
f o r m a t i o n , South Pecos Slope-Abo and West Pecos Slope-Abo 
Gas Pools, Chaves County, New Mexico: 

(a) Reenter the McKay-Harvey Federal Well No. 1 
l o c a t e d a t a standard surface l o c a t i o n 660 f e e t 
from the South and East l i n e s ( U n i t P) of Sec
t i o n 17, Township 9 South, Range 25 East, NMPM, 
plug back t o a depth of approximately 37 35 f e e t , 
and commence a s h o r t r a d i u s curve i n a n o r t h e r l y 
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d i r e c t i o n t o encounter the Abo f o r m a t i o n a t a 
depth of approximately 3754 f e e t a t which p o i n t 
a d r a i n h o l e w i l l be d r i l l e d h o r i z o n t a l l y w i t h i n 
the Abo for m a t i o n a d i s t a n c e of 281 f e e t . The 
w e l l w i l l then be plugged back t o a depth of 
approximately 3729 f e e t and a s h o r t r a d i u s curve 
w i l l be commenced i n a w e s t e r l y d i r e c t i o n t o 
encounter the Abo f o r m a t i o n a t a depth of appro
x i m a t e l y 3754 f e e t a t which p o i n t a second 
d r a i n h o l e w i l l be d r i l l e d h o r i z o n t a l l y w i t h i n 
the Abo f o r m a t i o n a d i s t a n c e of approximately 
275 f e e t . 

(b) Reenter the L.L. & E. Federal Well No. 3 l o c a t e d 
a t a p r e v i o u s l y approved unorthodox surface 
l o c a t i o n (as per D i v i s i o n Order No. NSL-2587) 
660 f e e t from the North l i n e and 1485 f e e t from 
the West l i n e ( U n i t C) of Section 12, Township 
6 South, Range 22 East, NMPM, plug back t o a 
depth of approximately 2825 f e e t , and commence 
a s h o r t r a d i u s curve i n an e a s t e r l y d i r e c t i o n 
t o encounter the Abo f o r m a t i o n a t a depth of 
approximately 2848 f e e t a t which p o i n t a d r a i n -
hole w i l l be d r i l l e d h o r i z o n t a l l y w i t h i n the Abo 
fo r m a t i o n a d i s t a n c e of 277 f e e t . The w e l l w i l l 
then be plugged back t o a depth of approximately 
2819 f e e t and a s h o r t r a d i u s curve w i l l be com
menced i n a w e s t e r l y d i r e c t i o n t o encounter the 
Abo f o r m a t i o n a t a depth of approximately 2848 
f e e t a t which p o i n t a second d r a i n h o l e w i l l be 
d r i l l e d h o r i z o n t a l l y w i t h i n the Abo f o r m a t i o n 
a d i s t a n c e of approximately 271 f e e t . 

(3) The terminus of each h o r i z o n t a l d r a i n h o l e 
o r i g i n a t i n g from the McKay-Harvey Federal Well No. 1 i s 
proposed t o be l o c a t e d 660 f e e t from the South l i n e and 
960 f e e t from the East l i n e ( U n i t P), and 960 f e e t from 
the South l i n e and 660 f e e t from the East l i n e ( U n i t P), 
both i n s a i d Section 17. 

(4) The terminus of each h o r i z o n t a l d r a i n h o l e 
o r i g i n a t i n g from the L.L. & E. Federal Well No. 3 i s pro
posed t o be l o c a t e d 729 f e e t from the North l i n e and 1776 
f e e t from the West l i n e ( U n i t C), and 660 f e e t from the 
North l i n e and 1184 f e e t from the West l i n e ( U n i t D), both 
i n s a i d Section 12. 
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(5) The applicant f u r t h e r proposes to dedicate two 
standard 160-acre gas spacing and p r o r a t i o n u n i t s con
s i s t i n g of the SE/4 of said Section 17 and the NW/4 of 
said Section 12, respectively, t o the above-described 
McKay-Harvey Federal Well No. 1 and the L.L. & E. Federal 
Well No. 3. 

(6) D i v i s i o n records indicate t h a t the McKay-Harvey 
Well No. 1 was o r i g i n a l l y d r i l l e d and completed i n the 
South Pecos Slope-Abo Gas Pool i n 1984, and that the L.L. 
& E. Federal Well No. 3 was o r i g i n a l l y d r i l l e d and com
pleted i n the West Pecos Slope-Abo Gas Pool i n 1988. 

(7) The evidence and testimony presented indicates 
tha t each of the proposed ho r i z o n t a l drainholes, which are 
experimental i n nature, should encounter a greater amount 
of natural fractures w i t h i n the Abo formation than would 
a conventional wellbore, which should u l t i m a t e l y r e s u l t 
i n the recovery of a greater amount of gas from each res
pective pro r a t i o n u n i t , thereby preventing waste. 

(8) None of the proposed hori z o n t a l drainholes w i l l 
encroach upon the 6 60-foot setback requirement as pres
cribed f o r the South Pecos Slope-Abo Gas Pool and the West 
Pecos Slope-Abo Gas Pool by Di v i s i o n General Rule No. 104 
( C ) ( I I ) . 

(9) The two proposed hori z o n t a l drainholes o r i g i n a 
t i n g from the L.L. & E. Federal Well No. 3 are not i n 
compliance, however, with said Division General Rule No. 
104 ( C ) ( I I ) w i t h respect to the 330-feet minimum setback 
requirement f o r the i n t e r i o r quarter-quarter section 
l i n e s . 

(10) Although the advertisement f o r t h i s case d i d not 
contain a s p e c i f i c request f o r approval of said unorthodox 
bottomhole locations, the information provided i n said 
advertisement, namely the surface w e l l l o c a t i o n and the 
termination points of the two proposed drainholes, was 
s u f f i c i e n t t o allow the determination th a t said drainholes 
were i n f a c t unorthodox bottomhole locations. 

(11) I n a d d i t i o n , the applicant has provided s u f f i 
c i e n t notice of the proposed ho r i z o n t a l drainhole project 
to a l l o f f s e t operators, and no such operator appeared at 
the hearing i n opposition to the a p p l i c a t i o n . 
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(12) Approval of the proposed ho r i z o n t a l d r i l l i n g 
p r o j e c t should r e s u l t i n the recovery of an ad d i t i o n a l 
amount of gas from the subject proration u n i t s , which may 
not otherwise be recovered, thereby preventing waste, and 
w i l l not v i o l a t e c o r r e l a t i v e r i g h t s provided that the 
proposed ho r i z o n t a l drainholes are located and i n f a c t 
terminate at the above described locations. 

(13) The applicant should be required to conduct a 
d i r e c t i o n a l survey on the v e r t i c a l p o r t i o n of each w e l l 
bore p r i o r to commencing d i r e c t i o n a l d r i l l i n g operations, 
and on each respective hor i z o n t a l drainhole during or 
subsequent t o d i r e c t i o n a l d r i l l i n g operations i n order 
tha t the d i r e c t i o n , extent, and terminus of said h o r i 
zontal drainholes may be determined to be i n compliance 
wi t h the proposed bottomhole locations. 

(14) The applicant should f u r t h e r be required to 
submit copies of said d i r e c t i o n a l surveys to the Santa Fe 
and Artesia d i s t r i c t o f f i c e s of the D i v i s i o n . 

(15) The applicant should n o t i f y the supervisor of 
the Artesia d i s t r i c t o f f i c e of the Division 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 opera
ti o n s and of the conductance of any d i r e c t i o n a l surveys 
on the proposed wells i n order that these operations may 
be witnessed. 

IT IS THEREFORE ORDERED THAT t 

(1) The app l i c a t i o n of McKay O i l Corporation f o r a 
hor i z o n t a l d r i l l i n g project i n the SE/4 of Section 17, 
Township 9 South, Range 25 East, NMPM, South Pecos Slope-
Abo Gas Pool, and the NW/4 of Section 12, Township 6 
South, Range 22 East, NMPM, West Pecos Slope-Abo Gas Pool, 
both i n Chaves County, New Mexico, i s hereby approved. 

(2) The applicant i s f u r t h e r authorized to reenter 
the f o l l o w i n g described wells and d r i l l two horizontal 
drainholes from each w e l l i n the f o l l o w i n g described 
manner: 
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(a) Reenter the McKay-Harvey Federal Well No. 1 
lo c a t e d a t a standard surface l o c a t i o n 660 f e e t 
from the South and East l i n e s ( U n i t P) of Sec
t i o n 17, Township 9 South, Range 25 East, NMPM, 
plu g back t o a depth of approximately 37 35 f e e t , 
and commence a s h o r t r a d i u s curve i n a n o r t h e r l y 
d i r e c t i o n t o encounter the Abo fo r m a t i o n a t a 
depth of approximately 3754 f e e t a t which p o i n t 
a d r a i n h o l e w i l l be d r i l l e d h o r i z o n t a l l y w i t h i n 
the Abo for m a t i o n a di s t a n c e of 281 f e e t . The 
w e l l w i l l then be plugged back t o a depth of 
approximately 3729 f e e t and a s h o r t r a d i u s curve 
w i l l be commenced i n a w e s t e r l y d i r e c t i o n t o 
encounter the Abo f o r m a t i o n a t a depth of appro
x i m a t e l y 3754 f e e t a t which p o i n t a second 
d r a i n h o l e w i l l be d r i l l e d h o r i z o n t a l l y w i t h i n 
the Abo fo r m a t i o n a d i s t a n c e of approximately 
275 f e e t . 

(b) Reenter the L.L. & E. Federal Well No. 3 l o c a t e d 
a t a p r e v i o u s l y approved unorthodox surface 
l o c a t i o n 660 f e e t from the North l i n e and 1485 
f e e t from the West l i n e ( U n i t C) of Section 12, 
Township 6 South, Range 22 East, NMPM, plug back 
t o a depth of approximately 2825 f e e t , and com
mence a sh o r t r a d i u s curve i n an e a s t e r l y 
d i r e c t i o n t o encounter the Abo f o r m a t i o n a t a 
depth of approximately 2848 f e e t a t which p o i n t 
a d r a i n h o l e w i l l be d r i l l e d h o r i z o n t a l l y a t an 
unorthodox bottomhole l o c a t i o n w i t h i n the Abo 
for m a t i o n a di s t a n c e of 277 f e e t . The w e l l w i l l 
then be plugged back t o a depth of approximately 
2819 f e e t and a s h o r t r a d i u s curve w i l l be com
menced i n a w e s t e r l y d i r e c t i o n t o encounter the 
Abo f o r m a t i o n a t a depth of approximately 2848 
f e e t a t which p o i n t a second d r a i n h o l e w i l l be 
d r i l l e d h o r i z o n t a l l y a t an unorthodox bottomhole 
l o c a t i o n w i t h i n the Abo f o r m a t i o n a di s t a n c e of 
approximately 271 f e e t . 

(3) The SE/4 of s a i d Section 17 and the NW/4 of s a i d 
Section 12 s h a l l be r e s p e c t i v e l y dedicated t o the above-
described McKay-Harvey Federal Well No. 1 and the L.L. & 
E. Federal Well No. 3. 
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(4) The terminus of each h o r i z o n t a l d r a i n h o l e o r i 
g i n a t i n g from the McKay-Harvey Federal Well No. 1 s h a l l 
be l o c a t e d 660 f e e t from the South l i n e and 960 f e e t from 
the East l i n e ( U n i t P), and 960 f e e t from the South l i n e 
and 660 f e e t from the East l i n e ( U n i t P), both i n s a i d 
Section 17, and a t no p o i n t i n t h e i r t r a v e r s e of the Abo 
f o r m a t i o n s h a l l t he s u b j e c t d r a i n h o l e s encroach upon the 
660-foot setback requirement w i t h i n the s u b j e c t p r o r a t i o n 
u n i t . 

(5) The terminus of each h o r i z o n t a l d r a i n h o l e o r i 
g i n a t i n g from the L.L. & E. Federal Well No. 3 s h a l l be 
l o c a t e d 729 f e e t from the North l i n e and 1776 f e e t from 
the West l i n e ( U n i t C), and 660 f e e t from the North l i n e 
and 1184 f e e t from the West l i n e ( U n i t D), both i n s a i d 
S e c tion 12, and a t no p o i n t i n t h e i r t r a v e r s e of the Abo 
f o r m a t i o n s h a l l the s u b j e c t d r a i n h o l e s encroach upon the 
660-foot setback requirement w i t h i n t he s u b j e c t p r o r a t i o n 
u n i t . 

(6) The a p p l i c a n t s h a l l conduct a d i r e c t i o n a l survey 
on the v e r t i c a l p o r t i o n of each w e l l b o r e p r i o r t o com
mencing d i r e c t i o n a l d r i l l i n g o p e r a t i o n s , and on each 
r e s p e c t i v e h o r i z o n t a l d r a i n h o l e d u r i n g or subsequent t o 
d i r e c t i o n a l d r i l l i n g o p erations i n order t h a t the 
d i r e c t i o n , e x t e n t , and terminus of s a i d h o r i z o n t a l 
d r a i n h o l e s may be determined t o be i n compliance w i t h the 
proposed bottomhole l o c a t i o n s . 

(7) The a p p l i c a n t s h a l l submit copies of s a i d 
d i r e c t i o n a l surveys t o the Santa Fe and A r t e s i a d i s t r i c t 
o f f i c e s of the D i v i s i o n . 

(8) The a p p l i c a n t s h a l l n o t i f y the s u p e r v i s o r of the 
A r t e s i a d i s t r i c t o f f i c e of the D i v i s i o n 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 o p e r a tions 
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 s i n order t h a t these operations may be 
witnessed. 

(9) 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. 
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DONE at Santa Fe, New Mexico, on the day and year 
designated. 

STATE OF NEW MEXICO 
OIL CONSERVATION; DIVISION 

WILLIAM J. LEMAY 
Director (J 


