
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. 93 31 
Order No. R-8644 

APPLICATION OF PHILLIPS PETROLEUM 
COMPANY FOR A NON-STANDARD GAS 
PRORATION UNIT AND UNORTHODOX GAS 
WELL LOCATION, LEA COUNTY, NEW 
MEXICO. 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on f o r hearing at 8:15 a.m. on March 
16 and A p r i l 13, 1988, at Santa Fe, New Mexico, before 
Examiner David R. Catanach. 

NOW, on t h i s 27th day of A p r i l , 1988, the D i v i s i o n 
D i r e c t o r , having considered the testimony, the record, 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 
subject matter t h e r e o f . 

(2) The a p p l i c a n t , P h i l l i p s Petroleum Company 
( P h i l l i p s ) , seeks approval f o r an unorthodox gas v/ell 
l o c a t i o n f o r i t s proposed State "22" Well No. 1 t o be 
loc a t e d 660 f e e t from the North and West l i n e s ( U n i t D) of 
Section 22, Township 17 South, Range 3 5 East, NMPM, Lea 
County, New Mexico, t o t e s t the South Shoe Bar-Atoka Gas 
Pool and the Morrow f o r m a t i o n , s a i d w e l l t o be dedicated 
e i t h e r t o a 160-acre non-standard gas p r o r a t i o n and spacing 
u n i t c o n s i s t i n g of the N/2 SW/4 and W/2 NW/4 of said Section 
22, or i n the a l t e r n a t i v e , t o an 80-acre non-standard gas 
p r o r a t i o n and spacing u n i t c o n s i s t i n g of the W/2 NW/4 of 
sa i d Section 22. 
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(3) The a p p l i c a n t i s the leasehold owner of the W/2 
NW/4 of s a i d Section 22, and at tho time of the hearing, the 
a p p l i c a n t t e s t i f i e d t h a t P h i l l i p s had reached a v e r b a l 
agreement w i t h Amerada Hess t o o b t a i n by farmout i t s acreage 
c o n s i s t i n g of the N/2 SW/4 of said Section 22 contingent 
upon approval of the su b j e c t a p p l i c a t i o n by the D i v i s i o n . 

(4) At the time of the hearing, the a p p l i c a n t 
requested t h a t the p o r t i o n of the case requesting approval 
of an 80-acre non-standard spacing and p r o r a t i o n u n i t t o be 
dedicated t o subject w e l l be dismissed. 

(5) Arco O i l & Gas Company (Arc o ) , the leasehold owner 
of the S/2 SW/4 of s a i d Section 22, appeared at the hearing 
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 . 

(6) The evidence i n t h i s case i n d i c a t e s t h a t by 
A d m i n i s t r a t i v e Order No. NSP-1470, the D i v i s i o n approved a 
240-acre non-standard gas spacing and p r o r a t i o n u n i t 
c o n s i s t i n g of the NE/4 and the E/2 NW/4 of said Section 22, 
s a i d acreage dedicated t o the T. H. McElvain O i l and Gas 
Pr o p e r t i e s New Mexico "AC" State Well No. 1 located at an 
unorthodox gas w e l l l o c a t i o n 1980 f e e t from the North l i n e 
and 660 f e e t from the East l i n e ( U n i t H) of said Section 22, 
which was completed i n the South Shoe Bar-Atoka Gas Pool i n 
January, 1986. 

(7) The evidence f u r t h e r i n d i c a t e s t h a t Sun 
E x p l o r a t i o n and Production Company c u r r e n t l y operates the 
South Shoe Bar State Com Well No. 1 loc a t e d 660 f e e t from 
the South l i n e and 2030 f e e t from the West l i n e of Section 
15, Township 17 South, Range 3 5 East, NMPM, which was 
completed i n the South Shoe Bar-Atoka Gas Pool i n December, 
1987. 

(8) P h i l l i p s presented as evidence i n i t i a l bottomhole 
pressure data from the two aforementioned w e l l s which 
i n d i c a t e s t h a t , p r i o r t o i t s completion, the South Shoe Bar 
State Com Well No. 1 l i k e l y experienced drainage from the 
New Mexico "AC" State Well No. 1 which i s located a distance 
of approximately 3698 f e e t away. 
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(9) At the time of the hearing i t was determined t h a t 
Arco has proposed and i s w i l l i n g t o c o n t r i b u t e i t s acreage 
i n the SW/4 SW/4 of sa i d Section 22 t o the proposed 
non-standard p r o r a t i o n u n i t . 

(10) Arco f u r t h e r proposed t h a t i t s acreage i n the SE/4 
SW/4 of s a i d Section 22 could be included i n a po s s i b l e 
non-standard p r o r a t i o n u n i t c o n s i s t i n g of the SE/4 SW/4 and 
the SE/4 of sa i d Section 22, which could be dedicated t o a 
w e l l d r i l l e d i n the S/2 of Section 22. 

(11) At the time of the hearing, Arco requested t h a t 
the D i v i s i o n impose a pr o d u c t i o n p e n a l t y f a c t o r on the 
subj e c t w e l l , s a i d p e n a l t y f a c t o r t o equal the p r o p o r t i o n 
t h a t the non-standard p r o r a t i o n u n i t bears t o a standard 
p r o r a t i o n u n i t w i t h i n the pool (160/320) or 0.50. 

(12) The evidence supports the a p p l i c a b i l i t y of the 
general r u l e s i n t h a t a w e l l i n t h i s r e s e r v o i r w i l l d r a i n a t 
l e a s t 320 acres. 

(13) A p p l i c a n t ' s request w i l l r e s u l t i n waste from the 
d r i l l i n g of unnecessary w e l l s . 

(14) A p p l i c a n t f a i l e d t o address how c o r r e l a t i v e r i g h t s 
w i l l be p r o t e c t e d i n an unprorated gas pool w i t h the 
proposed unorthodox l o c a t i o n and non-standard p r o r a t i o n 
u n i t . 

(15) I n the absence of evidence on the record 
demonstrating the need f o r an exception, the D i v i s i o n should 
administer a program of uniform w e l l d e n s i t y and v/ell 
spacing i n performing i t s s t a t u t o r y duty of p r o t e c t i n g 
c o r r e l a t i v e r i g h t s . 

(16) The a p p l i c a t i o n should be denied. 

IT IS THERFORE ORDERED THAT: 

(1) 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 would tend t o 
cause waste and would impair c o r r e l a t i v e r i g h t s and i s 
t h e r e f o r e denied. 
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(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 at Santa Fe, New Mexico, on the day and year 
herg.i»rkabove designated. 


