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PROPOSED PRODUCTION LIMITATION FACTOR 

FOR 

BLISS PETROLEUM, INC. UNORTHODOX WELL LOCATION 

1. Variation From Standard Location 

East/West (5') - 99% of 660' location 

2. Net Area of Encroachment on Offset Acreage (44.5 ac.) 

28% of 160 ac drainage area 

Recommended Penalty with 99% East/West factor, 
28% net-acre factor (99% + 28%)/2 = 63.5% restriction of 
unorthodox well's production 

or 

36.5% Production Limitation Factor to be applied against the 
well's prorated allowable. 
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12/16/85 
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STATE OF NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 

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

CASE NO. 8773 
Order No. R-8384 

APPLICATION OF BLISS PETROLEUM, 
INC. FOR AN UNORTHODOX WELL 
LOCATION, LEA 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 A p r i l 2, 
1986, and on A p r i l 30, 1986, a t Santa Fe, New Mexico, before 
Examiner Michael E. Stogner. 

NOW, on t h i s gth day o f January, 1987, the D i v i s i o n 
D i r e c t o r , having considered the testimony, the r e c o r d , and 
the recommendations o f t h e 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 o f t h i s cause and the 
sub j e c t matter t h e r e o f . 

(2) The a p p l i c a n t , B l i s s Petroleum, I n c . , seeks approval 
of an unorthodox w e l l l o c a t i o n f o r i t s J. W. G r i z z e l l "A" Well 
No. 1 l o c a t e d 1034 f e e t from the South l i n e and 2635 f e e t from 
the West l i n e o f Section 5, Township 22 South, Range 37 East, 
NMPM, t o t e s t a l l f o r m a t i o n s through t h e San Andres f o r m a t i o n , 
Lea County, New Mexico. 

(3) The SW/4 o f s a i d Section 5 i s t o be dedicated t o 
the w e l l i f i t i s completed as a gas w e l l and the SE/4 SW/4 of 
said Section 5 i s t o be dedicated t o the w e l l i f i t i s completed 
as an o i l w e l l . 

(4) The r e - e n t r y o f s a i d w e l l and attempted completion 
a t s a i d unorthodox l o c a t i o n w i l l make i t economically p o s s i b l e 
f o r the a p p l i c a n t t o produce the o i l and/or gas u n d e r l y i n g the 
p r o r a t i o n u n i t t o be dedicated t o the w e l l . 
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(5) Marathon O i l Company, an o f f s e t o p e r a t o r , has 
objected t o the proposed l o c a t i o n . 

(6) A w e l l a t the proposed l o c a t i o n i s o n l y 5 f e e t 
from the West l i n e o f t h e p r o r a t i o n u n i t or 99 percent c l o s e r 
t o the West l i n e o f a gas p r o r a t i o n u n i t , and 98 percent 
c l o s e r t o the West l i n e o f an o i l p r o r a t i o n u n i t t h a n p e r m i t t e d 
by D i v i s i o n Rules and Regulations. 

(7) A gas w e l l a t t h e proposed l o c a t i o n w i l l have an 
area o f drainage i n the San Andres formation which extends an 
a d d i t i o n a l 44.5 net acres o u t s i d e Section 5, an amount of 
acreage e q u i v a l e n t t o 28 percent of a standard 160-acre 
p r o r a t i o n u n i t i n s a i d f o r m a t i o n . 

(8) To o f f s e t the advantage gained over the p r o t e s t i n g 
o f f s e t operator, p r o d u c t i o n from the w e l l a t the proposed 
unorthodox l o c a t i o n should be l i m i t e d from the San Andres 
fo r m a t i o n . 

(9) Such l i m i t a t i o n should be based upon the 99 percent 
v a r i a t i o n o f the l o c a t i o n from a standard l o c a t i o n and the 
44.5 net-acre encroachment described i n F i n d i n g No. (7) above, 
and may best be accomplished by assigning the w e l l an a l l o w a b l e 
l i m i t a t i o n f a c t o r o f 36.5 (one percent East/West f a c t o r p l u s 
72 percent net-acre f a c t o r d i v i d e d by 2 ) . 

(10) I n the absence o f any s p e c i a l r u l e s and r e g u l a t i o n s 
f o r the p r o r a t i o n o f p r o d u c t i o n from s a i d Undesignated San 
Andres Pool, the a f o r e s a i d p r o d u c t i o n l i m i t a t i o n f a c t o r should 
be a p p l i e d against s a i d w e l l ' s a b i l i t y t o produce i n t o the 
p i p e l i n e as determined by p e r i o d i c w e l l t e s t s . 

(11) Should the w e l l be completed as an o i l w e l l , produc
t i o n from the w e l l should be l i m i t e d t o o f f s e t the advantage 
gained over the p r o t e s t i n g o f f s e t operator by use o f the same 
formula set out i n F i n d i n g No. (9) above and t h e r e s u l t i n g 
p r o d u c t i o n l i m i t a t i o n should be a p p l i e d a g a i n s t s a i d w e l l ' s 
depth bracket a l l o w a b l e . 

(12) P r i o r t o producing s a i d J. W. G r i z z e l l "A" Well 
No. 1, B l i s s Petroleum, I n c . a t i t s own expense should survey 
sai d w e l l t o e s t a b l i s h t h a t t h e w e l l ' s l o c a t i o n i n any forma
t i o n i s no more than 2635 f e e t from the West l i n e o f sa i d 
Section 5. 

(13) Approval o f the a p p l i c a t i o n s u b j e c t t o the above 
requirements, p r o v i s i o n s , and l i m i t a t i o n s w i l l a f f o r d the 
a p p l i c a n t the o p p o r t u n i t y t o produce i t s j u s t and e q u i t a b l e 



-3-
Case No. 8773 
Order No. R-8384 

share o f the gas i n the s u b j e c t p o o l , w i l l prevent the 
economic loss caused by the d r i l l i n g o f unnecessary w e l l s , 
avoid the augmentation o f r i s k a r i s i n g from the d r i l l i n g 
o f an excessive number o f w e l l s , and w i l l otherwise prevent 
waste and p r o t e c t c o r r e l a t i v e r i g h t s . 

IT IS THEREFORE ORDERED THAT; 

(1) An unorthodox w e l l l o c a t i o n f o r a l l formations 
from the surface t o the base o f the San Andres f o r m a t i o n i s 
hereby approved f o r the B l i s s Petroleum, I n c . J. W. G r i z z e l l 
"A" Well No. 1 lo c a t e d a t a p o i n t 1034 f e e t from the South 
l i n e and 2635 f e e t from t h e West l i n e o f Section 5, Township 
22 South, Range 37 East, NMPM, Lea County, New Mexico. 

(2) The SW/4 of s a i d Section 5 s h a l l be dedicated t o 
the above-described w e l l i f i t i s completed as a gas w e l l 
and the SE/4 SW/4 o f s a i d Section 5 s h a l l be dedicated t o 
the w e l l i f i t i s completed as an o i l w e l l . 

(3) Said w e l l i s hereby assigned a Production L i m i t a t i o n 
Factor o f 0.365 i n the San Andres f o r m a t i o n . 

(4) I n the absence o f any Special Rules and Regulations 
p r o r a t i n g gas p r o d u c t i o n i n s a i d Undesignated San Andres 
Gas Pool, the s p e c i a l r u l e s h e r e i n a f t e r promulgated s h a l l 
apply. 

(5) The f o l l o w i n g S p e c i a l Rules and Regulations f o r a 
non-prorated gas w e l l a t an unorthodox l o c a t i o n s h a l l apply 
t o t he subject w e l l : 

SPECIAL RULES AND REGULATIONS 
FOR THE 

APPLICATION OF A "PRODUCTION LIMITATION FACTOR" 
TO A NON-PRORATED GAS WELL 

APPLICATION OF RULES 

RULE 1. These r u l e s s h a l l apply t o the B l i s s Petroleum, 
Inc. J. W. G r i z z e l l "A" Well No. 1, l o c a t e d 1034 f e e t from the 
South l i n e and 2635 f e e t from the West l i n e o f Section 5, 
Township 22 South, Range 37 East, NMPM, Lea County, New 
Mexico, which w e l l ' s Production L i m i t a t i o n Factor o f 0.36 5 
s h a l l be a p p l i e d t o the w e l l ' s d e l i v e r a b i l i t y (as determined 
by the h e r e i n a f t e r set f o r t h procedure) t o determine i t s 
maximum allowable r a t e o f pr o d u c t i o n . 
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ALLOWABLE PERIOD 

RULE 2. The al l o w a b l e p e r i o d f o r the su b j e c t w e l l s h a l l 
be s i x months. 

RULE 3. The year s h a l l be d i v i d e d i n t o two a l l o w a b l e 
periods commencing a t 7:00 o'clock a.m. on January 1 and 
Jul y 1. 

DETERMINATION OF DELIVERY CAPACITY 

RULE 4• Immediately upon connection of the w e l l the 
operator s h a l l determine the open f l o w c a p a c i t y o f t h e w e l l 
i n accordance w i t h the D i v i s i o n "Manual f o r Back-Pressure 
Tes t i n g o f Na t u r a l Gas Wells" then c u r r e n t , and t h e w e l l ' s 
i n i t i a l d e l i v e r a b i l i t y s h a l l be c a l c u l a t e d a g a i n s t average 
p i p e l i n e pressure. 

RULE 5. The w e l l ' s "subsequent d e l i v e r a b i l i t y " s h a l l 
be determined t w i c e a year and s h a l l be equal t o i t s h i g h e s t 
s i n g l e day's pr o d u c t i o n d u r i n g t h e months o f A p r i l and May 
or October and November, whichever i s a p p l i c a b l e . Said 
subsequent d e l i v e r a b i l i t y , c e r t i f i e d by the p i p e l i n e , s h a l l 
be submitted t o the Hobbs D i s t r i c t O f f i c e o f the D i v i s i o n no 
l a t e r than June 15 and December 15 o f each year. 

RULE 6. Tne D i v i s i o n D i r e c t o r may a u t h o r i z e s p e c i a l 
d e l i v e r a b i l i t y t e s t s t o be conducted upon a showing t h a t the 
w e l l has been worked over o r t h a t the subsequent d e l i v e r a b i l i t y 
determined under Rule 5 above i s erroneous. Any such s p e c i a l 
t e s t s h a l l be conducted i n accordance w i t h Rule 4 above. 

RULE 7. The operator s h a l l n o t i f y t he a p p r o p r i a t e D i s t r i c t 
O f f i c e o f t h e D i v i s i o n and a l l o f f s e t operators o f t h e date and 
time o f i n i t i a l or s p e c i a l d e l i v e r a b i l i t y t e s t s i n order t h a t 
the D i v i s i o n or any such o p e r a t o r may a t t h e i r o p t i o n witness 
such t e s t s . 

CALCULATION AND ASSIGNMENT OF ALLOWABLES 

RULE 8. The w e l l ' s a l l o w a b l e s h a l l commence upon the 
date o f connection to.a p i p e l i n e and when the oper a t o r has 
complied w i t h a l l a p p r o p r i a t e f i l i n g requirements o f the Rules 
and Regulations and any s p e c i a l r u l e s and r e g u l a t i o n s . 

RULE 9. The w e l l ' s a l l o w a b l e d u r i n g i t s f i r s t a l l o w a b l e 
p e r i o d s h a l l be determined by m u l t i p l y i n g i t s i n i t i a l d e l i v e r a 
b i l i t y by i t s pr o d u c t i o n l i m i t a t i o n f a c t o r . 
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RULE 10. The w e l l ' s allowable d u r i n g a l l ensuing 
allowable periods s h a l l be determined by m u l t i p l y i n g i t s 
l a t e s t subsequent d e l i v e r a b i l i t y , as determined under pro
v i s i o n s o f Rule 5, by i t s pr o d u c t i o n l i m i t a t i o n f a c t o r . I f 
the w e l l s h a l l not have been producing f o r a t l e a s t 60 days 
p r i o r t o the end o f i t s f i r s t a l l o w a b l e p e r i o d , the allowable 
f o r the second a l l o w a b l e p e r i o d s h a l l be determined i n 
accordance w i t h Rule 9. 

» 
RULE 11. Revision o f allowable based upon s p e c i a l w e l l 

t e s t s s h a l l become e f f e c t i v e upon the date o f such t e s t pro
vided the r e s u l t s o f such t e s t are f i l e d w i t h the D i v i s i o n ' s 
D i s t r i c t O f f i c e w i t h i n 30 days a f t e r the date o f the t e s t ; 
otherwise the date s h a l l be the date the t e s t r e p o r t i s 
received i n s a i d o f f i c e . 

RULE 12. Revised allowables based on s p e c i a l w e l l t e s t s 
s h a l l remain e f f e c t i v e u n t i l the beginning o f the next 
a l l o w a b l e p e r i o d . 

BALANCING OF PRODUCTION 

RULE 13. January 1 and J u l y 1 o f each year s h a l l be 
known as the b a l a n c i n g dates. 

RULE 14. I f the w e l l has an underproduced s t a t u s a t the 
end o f a six-month a l l o w a b l e p e r i o d , i t s h a l l be allowed t o 
c a r r y such underproduction forward i n t o the next p e r i o d and 
may produce such underproduction i n a d d i t i o n t o i t s r e g u l a r l y 
assigned a l l o w a b l e . Any underproduction c a r r i e d forward i n t o 
any a l l o w a b l e p e r i o d which remains underproduced a t the end 
of the p e r i o d s h a l l be canc e l l e d . 

RULE 15. Production d u r i n g any one month o f an allo w a b l e 
p e r i o d i n excess o f the monthly a l l o w a b l e assigned t o the w e l l 
s h a l l be a p p l i e d a g a i n s t the underproduction c a r r i e d i n t o the 
pe r i o d i n d e t e r m i n i n g trie amount of a l l o w a b l e , i f any, t o be 
canc e l l e d . 

RULE 16. I f the w e l l has an overproduced s t a t u s a t the 
end o f a six-month a l l o w a b l e p e r i o d , i t s h a l l be shut i n 
u n t i l such o v e r p r o d u c t i o n i s made up. 

RULE 17. I f , d u r i n g any month, i t i s discovered t h a t 
the w e l l i s overproduced i n an amount exceeding three times 
i t s average monthly a l l o w a b l e , i t s h a l l be shut i n d u r i n g 
t h a t month and d u r i n g each succeeding month u n t i l i t i s 
overproduced i n an amount three times o r l e s s i t s monthly 
a l l o w a b l e , as determined hereinabove. 
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RULE 18. The D i r e c t o r o f the D i v i s i o n s h a l l have 
a u t h o r i t y t o permit the w e l l , i f i t i s s u b j e c t t o s h u t - i n 
pursuant t o Rules 17 and 18, above, t o produce up t o 500 
MCF o f gas per month upon proper showing t o the D i r e c t o r 
t h a t complete s h u t - i n would cause undue hardship, p r o v i d e d 
however, such permission s h a l l be rescinded f o r the w e l l i f 
i t has produced i n excess o f the monthly r a t e a u t h o r i z e d by 
the D i r e c t o r . 

RULE 19. The D i v i s i o n may al l o w o v e r p r o d u c t i o n t o be 
made up a t a le s s e r r a t e than p e r m i t t e d under Rules 17, 18, 
or 19 above, upon a showing a t p u b l i c hearing t h a t t h e same 
i s necessary t o avoid m a t e r i a l damage t o the w e l l . 

GENERAL 

RULE 20. F a i l u r e t o comply w i t h the p r o v i s i o n s o f t h i s 
order or the r u l e s contained h e r e i n or the Rules and Regula
t i o n s o f the D i v i s i o n s h a l l r e s u l t i n the c a n c e l l a t i o n o f 
allowable assigned t o the w e l l . No f u r t h e r a l l o w a b l e s h a l l 
be assigned t o the w e l l u n t i l a l l r u l e s and r e g u l a t i o n s are 
complied w i t h . The D i v i s i o n s h a l l n o t i f y the o p e r a t o r o f 
the w e l l and the purchaser, i n w r i t i n g , o f the date o f a l l o w 
able c a n c e l l a t i o n and the reason t h e r e f o r . 

(6) Should the w e l l be completed as an o i l w e l l , 
p r o d u c t i o n from the w e l l should be l i m i t e d t o o f f s e t the 
advantage gained over the p r o t e s t i n g o f f s e t o p e r a t o r by use 
of the same formulas set o u t "in F i n d i n g No. (9) above, and 
the r e s u l t i n g p r o d u c t i o n l i m i t a t i o n should De a p p l i e d 
against s a i d w e l l 1 s depth b r a c k e t al l o w a b l e . 

(7) PROVIDED HOWEVER THAT, p r i o r t o producing s a i d 
J. W. G r i z z e l l "A" Well No. 1, B l i s s Petroleum, I n c . s h a l l 
survey s a i d w e l l a t i t s own expense t o e s t a b l i s h t h a t the 
w e l l i s l o c a t e d i n the San Andres formation a t a p o i n t not 
more than 2635 f e e t from the West l i n e o f said S e c t i o n 5. 
Said survey s h a l l be witnessed by the D i v i s i o n and by any 
o f f s e t t i n g operator who so d e s i r e s . 

(8) PROVIDED FURTHER THAT, i f s a i d J. W. G r i z z e l l "A" 
Well No. 1 i s l o c a t e d i n t h e San Andres formation a t a p o i n t 
more than 2635 f e e t from t h e West l i n e o f said S e c t i o n 5, 
Order Paragraph (1) of t h i s order s h a l l be rescinded. 
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(9) J u r i s d i c t i o n of t h i s cause i s retained f o r the 
entry of such f u r t h e r orders as uhe D i v i s i o n may deem 
necessary. 

DONE at Santa Fe, New Mexico, on the day and year 
hereinabove designated. • # 

STATE OF NEW MEXICO 
OIL CONSERVATION DIVISION 

CHARLES E. ROYBAL 
Acting Director 

f d / 



STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

CASE NO. 8773 
ORDER NO. R-8384-A 

APPLICATION OF BLISS PETROLEUM INC. 
FOR AN UNORTHODOX WELL LOCATION, 
LEA COUNTY, NEW MEXICO 

NUNC PRO TUNC ORDER 

BY THE DIVISION: 

I t appearing to the Divis i o n that Order No. R-8384 dated 
January 9, 1987 does not c o r r e c t l y state the intended order of the 
Divi s i o n : 

IT I S THEREFORE ORDERED THAT: 

(1) Finding Paragraph No. (6) on page 2 of s a i d Order No. R-
8384, be and the same i s hereby amended to read as follows: 

"(6) A well at the proposed location i s only 
5 feet from the East l i n e of the proration unit or 
99 percent c l o s e r to the East l i n e of a gas 
proration uni t , and 98 percent c l o s e r to the East 
l i n e of an o i l proration unit than permitted by 
Div i s i o n Rules and Regulations." 

(2) The corrections set forth i n t h i s order be entered nunc 
pro tunc as of January 9, 1987. 

DONE at Santa Fe, New Mexico, on t h i s 8th day of May, 1989. 

STATE OF NEW MEXICO 
OIL CONSERVA ISION 

WILLIAM J . LSHAY 
Director 
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