Docket No. 31-86

Dockets Nos. 33-86 and 34-86 are tentatively set for November 5 and November 19, 1986. Applications for hearing must be
filed at least 22 days in advance of hearing date.

COCKET: EXAMINER HEARING - WEDNESDAY - OCTOBER 22, 1986
8:15 A.M. - OIL CONSERVATION DIVISION CONFERENCE ROCM,
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

The following cases will be heard before David R. Catanach, Examiner, or Michael E. Stogner, Alternate Examiner:

CASE 9005:

CASE 9000:

CASE 9006:

CASE 3007:

CASE 8849:

Application of Diamond Shamrock Exploration Company for an unorthodox gas well location, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks approval of an unorthodox gas well location 660 feet fram the South
and East lines of Section 34, Township 22 South, Range 34 East, Antelope Ridge-Atoka Gas Pool, the S/2 of said
Section 34 to be dedicated to the well.

{Continued from Octcber 8, 1986, Examiner Hearing)

Application of Lynx Petroleum Company for a non-standard oil proration unit and an unorthodox oil well location,
Lea County, New Mexico. BApplicant, in the above styled cause, seeks approval of a 40-acre non-standard oil
spacing and proration unit camprising the NE/4 SE/4 (Unit I) of Section 20, Township 17 South, Range 35 East,
North Vacuum-Abo Pool, to be dedicated to a well to be drilled at an unorthodox oil well location 1980 feet
fram the South line and 660 feet from the East line.

Application of Jerame P. McHugh & Associates for campulsory pooling, Rio Arriba County, New Mexico. Applicant,
in the above-styled cause, seeks an order pooling all mineral interests from the surface to the base of the
Dakota formation underlying the S/2 of Section 4, Township 25 North, Range 2 West, to form a standard 320-acre
spacing and proration unit for any and all formations and/or pools developed on 320-acre spacing, said unit to
be dedicated to a well to be drilled at a standard location thereon. Also to be considered will be the cost of
dr:.llmgandcaxplet:mgsaldweuaxﬂtheanocaumofthecostthereofasveuasactualoparatmgcostsand
charges for supervision, designation of applicant as operator of the well and a charge for risk involved in
drilling said well.

Application of Sun Exploration and Production Campany for cmp:lsory pooling, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks an order pooling all mineral interests from the top of the
Wolfcamp to the base of the Pemnsylvanian formations underlying the N/2 of Section 24, Township 18 Scuth,
Range 33 East, to form a standard 320-acre gas spacing and proration unit for any and all formations and/or
pools developed on 320-acre spacing, said unit to be dedicated to a well to be drilled at a previously
approved unorthodox gas well location (Division Order R-8157), 2080 feet from the North line and 600 feet
from the East line of said Section 24. Also to be considered will be the cost of drilling and completing
said well and the allocation of the cost thereof as well as actual cperating costs and charges for super-
vision, designation of applicant as operator of the well and a charge for risk involved in drilling said
well.

(Continued fram September 3, 1986, Examiner Hearing)

Application of Southland Royalty Company for NGPA Wellhead Price Ceiling Category Determinations, Lea County,
New Mexico. Applicant, in the above-styled cause, seeks a determination by the Division that the following
four wells in Township 19 South, Range 35 East, Scharb-Bone Spring Pool, meet the NGPA well category criteria
for New Onshore Reservoir under Section 102 of the Natural Gas Policy Act of 1978 and the applicable rules of
the Federal Energy Regulatory Cammission:

1) Smith "5" Well No. 2 located 660 feet from the Scuth line and 1980 feet
from the East line (Unit O) of Section 5;

2) Smith "S" Well No. 4 located 2149 feet from the South line and 700 feet
fram the East line (Unit I) of Section 5;

3) Scharb "8" Well No. 2 located 660 feet fram the North line and 2180 feet
from the East line (Unit B) of Section 8; ard,

4) Scharb "9" Well No. 4 located 766 feet fram the North line and 2086 feet fram
the West line (Unit C) of Section 9.
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CASE 8932: (Reopened)

Application of Geo Engineering, Inc. for exceptions to Division Géneral Rules 104(F) and 104(C) (I),

McKinley County, New Mexico. Applicant, in the above-styled cause, seeks authority for the location of oil
wells no nearer than 165 feet to the lease boundary nor nearer 10 feet to any quarter-quarter section or
subdivision inner boundary for wells completed in the Menefee of the Mesaverde formation in the NW/4
of Section 32, Township 20 North, Range 9 West. Applicant also authority allowing the cperator to
develcp the area described with more than four wells on each 40-a¢re tvract.

CASE 8933: (Recpened)

Application of Geo Engineering, Inc. for exceptions to Division General Rules 104 (F) and 104(C) (I), McKinley
County, New Mexico. Applicant, in the above-styled cause, seeks guthority for the location of oil wells no
nearer than 165 feet to the lease boundary or nearer than 10 feetto any gquarter-quarter section or subdivision
inner boundary for wells campleted in the Menefee member of the wverde formation in the NE/4 of Section 30,
Township 20 North, Range 9 West. Applicant also seeks authority gllowmg the cperator to develop the area

.~ described with more than four wells.on each 40-acre tract.

CASE 8974. (Reopened)

e e ————

\— Application of Geo Engineering, Inc. for exceptions to Division Ggneral Rules 104(F) and 104(C) (I}, McKinley
County, New Mexico. Applicant, in the above-styled cause, seeks guthority for the location of oil wells to be

W aed no nearer than 165 feet to the lease boundary nor nearer than 10 feet to any quarter-quarter section or sub~

C&'\o' division inner boundary for wells campleted in the Menefee member jof the Mesaverde formation in the NE/4 and

P the W/2 of Section 28, Township 20 North, Range 9 West. Applicantj also seeks authority allowing the operator
fnﬂ to develcp the area described with more than four wells on each 4(-acre tract.

e

2
CA&: 9008: In the matter of the hearing called by the Oil Conservation Divisipn on its own motion for an order creating
and extending certain pools in Lea and Roosevelt Counties, New Mewico:

(a) CREATE a new pool in Lea County, New Mexico, classified as an oil pool for Grayburg production
and designated as the Quail-Grayburg Pcol. The discovery well is the Fred G. Yates Inc.
Reddy-Gulf State Well No. 3 located in Unit E of Section 18, Mownship 19 South, Range 35
East, NMPM. Said pool would camprise:

TOWNSHIP 19 SCUTH, RANGE 35 EAST, NMPM
Section 18: NW/4

(b) CREATE a new pool in Lea County, New Mexico, classified as a gas pool for Morrow production
and designated as the Tatum-Morrow Gas Pool. The discovery well is the John L. Cox State
26 Well No. 1 located in Unit N of Section 26, Township 12 South, Range 36 East, NMPM. Said
pool would camprise:

TOWNSHIP 12 SOUTH, RANGE 36 EAST, NMPM
Section 26: S/2

(c) CRERTE a new pool in Roosevelt County, New Mexico, classified: as a gas pool for Mentoya
production and designated as the Tule-Montoya Gas Pool. The discovery well is the Marshall
Pipe and Supply Campany Wendell Best Well No. 1 located in Unit J of Section 27, Township
2 South, Range 29 East, NMPM. Said pool would comprise:

TOANSHIP 2 SOUTH, RANGE 29 EAST, NMPM
Section 27: S/2

(d) EXTEND the Buffalo-Yates Pool in Lea County, New Mexico, to i}xclude therein:

TOWNSHIP 19 SOUTH, RANGE 33 EAST, NMPM
Section 6: NE/4

(e) EXTEND the South Corbin-Bone Spring Pool in Lea County, New Mexlco, to include
therein:

TONNSHIP 18 SOUTH, RANGE 33 EAST, NMPM
Section 21: E/2
Section 22: NWw/4

(f) EXTEND the Central Corbin-Queen Pool in Lea County, New Mexicg, to include
therein:

TOWNSHIP 18 SOUTH, RANGE 33 EAST, NMPM
Section 4: S/2 NE/4
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(q)

(h)

(1)

(3)

k)

(1)

{m)

(n)

(o)

(p)

EXTEND the South Corbin-Wolfcamp Pool in Lea County, New Mexico, to include
therein:

TOWNSHIP 18 SOUTH, RANGE 33 EAST, NMEM
Section 21: NE/4
Section 22: Nw/4

EXTEND the South Double A-Abo Pool in Lea County, New Mexico, to include
therein:

TOWNSHIP 17 SOUTH, RANGE 35 EAST, NMPM
Section 36: NE/4

TOWNSHIP 17 SOUTH, RANGE 36 EAST, NMPM
Section 31: WW/4

EXTEND the Kemnitz-Lower Wolfcamp Pool in Lea County, New Mexico, to
include therein:

TOWNSHIP 16 SOUTH, RANGE 34 EAST, NMPM
Section 33: NE/4
Section 34: NW/4

EXTEND the South Kemnitz-Upper Wolfcampo Pool in Lea County, New Mexico,
to include therein:

TOWNSHIP 16 SOUTH, RANGE 34 EAST, NMPM
Section 33: E/2
Section 34: NW/4

EXTEND the Northeast Lea-Delaware Pool in Lea County, New Mexico, to
include therein:

TOWNSHIP 19 SOUTH, RANGE 34 EAST, NMPM
Section 35: SE/4

TOWNSHIP 20 SOUTH, RANGE ,".14 EAST, NMPM
Secticn 2: NE/4

EXTEND the East Lusk-Wolfcamp Pool in Lea County, New Mexico, to include
therein:

TOWNSHIP 19 W, RANGE 32 EAST, NMPM
Section 2: NW/4
Section 3: E/2

EXTEND the Midway-Abo Pool in Lea County, New Mexico, to include therein:

TOWNSHIP 17 SOUTH, RANGE 36 EAST, NMPM
Section 13: NW/4

EXTEND the Querecho Plains-Upper Bone Spring Pocl in Lea County, New Mexico,
to include therein:

TOWNSHIP 18 SOUTH, RANGE 32 EAST, NMPM
Section 22: SE/4

EXTEND the Shipp-Strawn Pcol in Lea County, New Mexico, to include therein:

TOWNSHIP 17 SOUTH, RANGE 37 EAST, NMPM
Section 9: NW/4

EXTEND the Teas-Bone Spring Pcol in Lea County, New Mexico, to include therein:

TOWNSHIP 20 SOUTH, RANGE 33 EAST, NMPM
Section 14: S/2
Section 23: NE/4

DOcket No.

31-86
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DOCKET: COMMISSION HEARING — THURSDAY - :‘_'I'OBER 23, 1986
OIL CONSERVATION CCMMISSICN - 9 AM. - M 205
STATE IAND OFFICE BUILDING, SANTA FE, NEW MEXICO

CASE 9009: In the matter of the hearing called by the 0il Conservation Divi;ion on its own motion to consider the
amendment of Rule 0.1 to define fresh water in a manner consistent with the designation of the State Engineer.

CASE 9010: 1In the matter of the hearing.called by the Oil Conservation Division on its own motion for the adoption of a
new Fule 118. The Division seeks the adoption of said rule to prov1de for the regulation of hydrogen sulfide
gas in such a manner as to avoid endangering human life.

CASE 9011: In the matter of the hearing called by the Oil Conservation Divigion on its own motion to consider the amend-
ment of Rule 402. The Division seeks to eliminate the need for filing Form C-125 with Division district
offices.

CASE 9012: In the matter of the hearing called by the 0il Conservation Divisjion on its own motion to consider the amend-
ment of Rule 701.D. The Division seeks to amend said rule to elqu.nate the requirement for a hearing when a
disposal well is to be located within 2 miles of oil or gas produgtion in the same foxrmation.

CASE 9013: 1In the matter of the hearing called by the 0il Conservation Division on its own motion to consider the amend-
ment of Rule 704. The Division seeks the amendment of said rule to provide for the conducting of step-rate
tests, requests for injection pressure limit increases, and notice to the Division.

CASE 9014: In the matter of the hearing called by the Oil Conservation Division on its own motion for the adoption of a
new Rule 1207(a)l.(ii). The Division seeks the adoption of said gule to provide for approval of unopposed
campulsery pooling applications without oral testimony and based an information submitted w:.th the applica-—
tion.

CASE 9015: In the matter of the hearing called by the Oil Conservation Divisipn on its own motion for the adoption of
new Rules 315, 413, and 903 to establish a gas priority productiory schedule. The Division seeks adoption
of a hJ.e.rarchy of classes of gas production in times of severely restricted demand for gas fram New Mexico
wells.

Also to be considered will be the application of such rules to purchasers with marketing affiliates.

CASE 9016: In the matter of the hearing called by the Oil Conservation Divisi¢n on its own motion for the adoption
of a new Rule 414 to requlate sales of gas by separate cwners in aiwell. The Division seeks the adoption
of a rule to prohibit such sales in the. absence of agreements or cenditions which protect the correlative
rights of all the owners in any affected well.

CASE 3017: In the matter of the hearing called by the Oil Conservation Divisign on its own motion to consider the
amendment of Rule 902. The Division seeks the amendment of said rule to provide for notice by purchasers
to producers when such purchasers are unable to take gas in accordapce with the provisions of such rule.

CASE 9018: In the matter of the hearing called by the Oil Conservation Divisiop on its own motion to congider the
amendment of Order No. R~8170. The Division seeks the amendment off Rule 10(a), 1l(a), and 11(b) of the
General Rules for the Prorated Gas Pools of New Mexico to provide for two-year balancing periods and for
a twelve times overproduced limit for the prorated gas pools of northwest New Mexico.

CASE 8960: (De Novo) (Contimued from September 18, 1986, Conmission Hearing)

Application of Marathon Oil Company for campulsory pooling, lea Couaty, New Mexico. Applicant, in the
above~styled canse, seeks an order pooling all mineral interests frdgm the surface to the base of the Siluro-
Devonian formation underlying the SE/4 SE/4 of Secticn 14, Township:il6 South, Range 38 East, to form a standard
40-acre spacing and proration unit for any and all fomatlons and/or pools developed on 40-acre spacing, said
unit to be dedicated to a well to be drilled at a standard location itherecn. Also to be considered will be the
cost of drilling and canpleting said well and the allocation of the cost thereof as well as actual operating
costs and charges for supervision, designation of applicant as operator of the well and a charge for risk
involved in drilling said well. Upon application of Marathon Oil Campany, this case will be heard De Novo
pursuant to the provisions of Rule 1220.
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CASE 8854:

CASE 8995:

CASE 8996:

CASE 8951:

CASE 9019:

Docket No. 32-86

(De Novo) (Continued from September 18, 1986, Commission Hearing)

Application of the 0Oil Conservation Division on its own motion for exceptions to the Special Rules for the
Gavilan-Greenhorn-Graneros-Dakota and Gavilan Mancos Oil Pools as pramlgated by Division Order Nos. R-7745
and R-7407, respectively, Rio Arriba County, New Mexico. The OCD seeks exceptions to the spacing and one
well per proration unit limitation provisions of the Special Rules and Regulations governing the Gavilan-~
Greenhorn~Graneros-Dakota and Gavilan-Mancos Oil Pools as promulgated by Division Orders Nos. R-7745 and
R-7407, authorizing the establishment of seven non-standard oil spacing and proration units for both pools
in Township 25 North, Range 2 West, as described below:

1) Lots 3 and 4, S/2 NW/4, SW/4 of Section 5 and all of Section 6 consisting of 505.20
acres, more or less;

2) All of Section 7 and the W/2 of Section 8 consisting of 505.84 acres, more or less;
3) W/2 of Section 17 and all of Section 18 consisting of 506.36 acres, more or less;
4) All of Section 19 and the W/2 of Section 20 comsisting of 506.76 acres, more or less;

5) N/2 of Section 29 and Lots 1 and 2 of Section 30 consisting of 413.59 acres, more or
less;

6) S/2 of Section 29 and Lots 3 and 4 of Section 30 consisting of 413.73 acres, more or
less, and

7) All of Section 31 and the W/2 of Section 32 consisting of 507.88 acres, more or less.

Said units would allow for the orderly development of both pools within the irregular sections along the
western side of the subject township resulting from survey corrections in the United States Land Survey.
The OCD proposes to allow two wells to be campleted in both pools in each of the above-described units.
Upon application of Mesa Grande Resources, Inc., this case will be heard De Novo pursuant to the provi-
sions of Rule 1220,

{Continued from September 18, 1986, Cammission Hearing)

Application of Mesa Grande Resources, Inc. for a non-standard oil proration unit and an unorthodox oil
well locaticn, Rio Arriba County, New Mexico. Applicant, in the above-styled cause, seeks approval of a
185.84~acre non-standard oil spacing and proration unit comprising Lots 1, 2, 3, and 4 of Section 7,
Township 25 North, Range 2 West, Gavilan-Mancos and Gavilan Greenhorn-Graneros-Dakota Oil Pools, to be
dedicated to a well to be drilled at an unorthodox oil well location 1700 feet from the North line and
600 feet fram the East line of said Section 7.

(Continued from September 18, 1986, Cammission Hearing)

Application of Mesa Grande Resources, Inc. for a non-standard oil proration unit and an unorthodox oil
well location, Rio Arriba County, New Mexico. Applicant, in the above-styled cause, seeks approval of
a 186.36-acre non-standard oil spacing and proration unit camprising Lots 1, 2, 3, and 4 of Section 18,
Township 25 North, Range 2 West, Gavilan-Mancos and Gavilan Greenhorn-Graneros-~Dakota Oil Pools to be
dedicated to a well to be drilled at an unorthodox oil well location 1920 feet fram the North line and
720 feet fram the East line of said Section 18.

(Cantinued from September 18, 1986 Cammission Hearing)

Application of Benson-Montin-Greer Drilling Corporation for the amendment of Division Order No. R-8124,
Rio Arriba County, New Mexico. The New Mexico Oil Consexvation Division by Division Order No. R-8124,
dated January 16, 1986, issued in Case 8745, authorized the applicant to conduct a long-term reservoir
pressure test in the Mancos formation using certain wells in Rio Arriba County and further authorized
the shut-in of certain wells and provided six months after campletion of the test during which certain
accumilated underproductions can be made up. Applicant, in the above-styled cause, now seeks the
amendment of said Order No. R-8124 to provide for twelve months after campletion of the reservoir
pressure test during which to make up the accumlated underproduction of certain wells resulting fram
test. Applicant further requests that all cother provisions in said Order No. R-8124 remain in full
force and effect.

Application of Benscn-Montin-Greer Drilling Corporation for campulsory pooling and an unorthodox oil well
location, Rio Arriba County, New Mexico. Applicant, in the above-styled cause, seeks an order pooling all
mineral interests in the Niobrara member of the Mancos fommation in the West Puerto Chiquito-Mancos Oil
Pool underlying all of Section 19, Township 25 North, Range 1 West, to be dedicated to a well to be drilled
at an unorthodox oil well location 1,340 feet fram the North line and 1,903 feet from the West line of said
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Section 19. Also to be considered will be the cost of drilling apd ccmpletmg said well and the allocation

of the cost thereof as well as actual operating costs and charges; for supervision, designation of appl:.cant
as operator of the well and a charge for risk involved in dr:LllJ.ng said well.

CASE 8952: (Contimued from September 18, 1986, Commission Hearing)

Application of Benson-Montin-Greer Drilling Corporation for sfatu.,tory unitization, Rio Arriba County, New
Mexico. Applicant, in the above-styled cause, seeks an order unitizing, for the purpose of continued
pressure maintenance operations, all mineral interests in the West Puerto Chiquito-Mancos Oil Pool under-
lying the Canada Ojitos Unit Area, which encompasses 69,567.235 agres, more or less, being all or portians
of the following lands in Rio Arriba County, New Mexico:

Sections 6 through 8 and 17 through 20, Township 24 North, Range 1 East;
Sections 1 through 15 and 23 through 24, Township 24 North, Range 1 West;
Sections 5 through 8,17 through 20 and 29 through 31, Tosmship 25 North,
Range 1 East;

Sections 1 through 36, Township 25 North, Range 1 West;

Sections 19 and 20 and 29 through 32, Township 26 North, Range 1 East:
Sections 1 through 36, Township 26 North, Range 1 West.

Among the matters to be considered at the hearing will be the necessity of unit operations, the designation
of a unit operator; the determination of the horizontal and verti¢al limits of the unit area; the deter-
mination of a fair, reasonable and equitable allccation of production and costs of production, to each of
the various tracts in the unit area; thedetemunatmnofcredltsandchargestobemadeanonqthevarlous
owners mtheuxutareaforthe:.ruwesmentmwellsandeqtugre;t, and such other matters as may be
necessary and appropriate for carrying on efficient unit operatios®s, including, but not necessarily limited

to, unit voting procedures, selection, removal, or substitution of unit operator, and time of commencement
and termination of unit operations.



