STATE OF NEW MEXICO é:l‘

ENERGY, MINERALS AND NATURAL RESQURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING %f,
CALLED BY THE OIL CONSERVATION

DIVISION FOR THE PURPOSE OF {
CONSIDERING: /L?

CASE NO. 96?1# A

QORDER NO. R-8344-A /

APPLICATION OF BENSON-MONTIN-GREER Mb//

DRILLING CORPORATION TO AMEND DIVISION
ORDER NO. R-8344, RIO ARRIBA COUNTY,
NEW MEXICO

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hezaring at 8:1% a.m. on May 10, 1989,
at Santa Fe, New Mexico, before Examiner Michael E. Stogner.

NOW, on this day of June, 1989, the Division Director,
having considered the testimony, the record and the recommendations
of the Examiner, and being fully advised in the premises,

FINDS THAT:

(1) Due public notice having been given as required by law,
the Division has jurisdiction of this cause and the subjsct matter
thereof.

(2) By Division Order No. R-8344, issued in Case No. 8952 and
dated November 7, 1886, the New Mexico 011 Conservation Commission
authorized statutory unitization, pursuant to the New Mexico
Statutory Unitization Act (Sections 70-7-1 through 70-7-21, NMSA,
1978 Compilation), for the Canada 0jitos Unit Area in the West
Puerto Chigquito-Mancos 0il Pool, Rio Arriba County, New Mexico, as
further described in Exhibit "A" attached hereto and made a part
hereof.

(3) The applicant in the immediate casze, Benson-Montin-Greer
Drilling Corporation, now seeks thz;zmendment of said Order No. R-

8344 to includeg an additional 32 cres, comprising the E/2 of
section 12, Township) 2 North, nge 2 West, NMPM, Rio. Artwha

County, New Mex1co.\1lztlg~fhe ,x+stxmg Canada Ojitos Unit Arﬁa,

et
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{4) By Division Order No.

R-2565~-B, dated November 28, 1968,

the Division created and defined the West Puerto Chiquito-Mancos
0i1 Pool for the production of oil1 from the Mancos formation, with—

2 TOWNSHIP 25 NORTH, RANGE 1 WEST, NMPH,

,

L’& (\;f

'“;‘:."

ILLEGIBLE

. g .' .!‘3 E‘ "R-e-d. ]

) ~

ection 2: AT
TOAWNSHIP 24 NORTH, RANGE 1 WEST, MPM,

secxtions 1 through 35 Al
TOWNGHIP 24 NORTH, RANGE 1 EASA, NMPM,

Ssections 6 and 7: ATl
Sectidn 8: W/ 2
Sectioyn 17: W/ 2

Sectiong 18 and 19: ATl

Section w/2
Section 39: Al
TOWNSHIF 2 ORTH, RANGE 1 T, NMPM,

Sections

i hrough 38
TOWNSHIP 25 RTH, RANGE 1 EAST, NMPM,

Section 4:
Ssection 5 thro
Section 9:
Sections 17 throligh 20: A1l1
section 29:
sections 30 an

A1l

TOWNSHIP 26 ANGE EST, NMPM,
Sections rough 3\6:

TOWNSHIP 2¢7MORTH, :\NGE EAST, NMPM,
Section : A1

Section : W/2

Sections/ 29 through 32: All
Section/33: w/2

/
TOWNSH&P 27 NORTH, RANGE 1 WEST, NMPM,

K W/ 2
sectyons 2 through 11: All
12 w/2
13 W/ 2
it through 23: All
séction 24: W/2
Section 25: w/2 \\
Sections 26 through 30: Al1
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>

(5) By Division Order No. R-7407, dated December 20, 1983 and
made effective March 1, 1984, the Division created and defined the

Gavilan-Mancos 011 Pool for the production of oil from the Niobrara
member of the Mancos format1on¢ w1th——#he——hor720nfa+——++m+{s

TOWNSHIP 24 NORTH, RANGE 2 WEST, NMEM,
Sectid i through 4: Al

Section E/2
Section 10:
&\ Sections 11 th 13:
or TOWNSHIP 25 NORTH, RANGE 2 WEST, NMPM,
\ﬁ - Sections 1 through 3 AT
) Section 32: E/

Sections 33 throough 36: A

TOWNSHIP NORTH, RANGE 2 WEST, MPM,
Sections” 8 through 11: A1l \\\
Secti 14 through 16: All

; Sec 21 through 23: Al
ILLEGIBLE S 2 e 22! &)
sections 33 through 36: Al1

{6) The E/2 of Section 12, Township 25 North, Range 2 West,

erto Chiquito-Mancos 01l Poo1

Areer 01

he Canada Qjitos Uni

L. FurthermerSy khe applicant,
Benson-Montin-Greer Drilling Corporat1oz;?s the operator of said
Unity and presently conducts pressure intenance operations as
authorized by Division Order No. R-3401, as amended, within that
unit,

{8) Appearing in support of this application wesre Dugan
Production Corporation and Sun Exploration and Production Company.
Appearing at the hearing in opposition to the subject matter were
Amoco Production Company, Mobil Exploration and Producing, U.8.,
Inc., Mesa Grande, Ltd., Mallon Cil Company, and Hoop=sr, Kimball
and williams, Inc.

(9) The federal lease comprising the E/2 of said Section 12
iz currently scheduled to expire by its own terms in July, 1888,

NMPM, Rio Arriba County, New Mexico,is currently cwﬂtaTﬂed ithin, fjﬁ
the boundaries of the Gavilan-Mancos 0i1 Pool, =43 %ﬁfﬂéfféﬁ:zgégfzr
w/gwi in the CT & _ : 952
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(10) At the time of the hearing, 81.25% of the working
interest owners in the proposed expansion area and 89% of the
working interest owners 1in the existing unit have authorizad
expanding the Canada 0jitos Unit Area to include the E/2 of said
Section 12. .

(11) Testimony presented/ at +the hearing indicates that
approximately 1200 rrels ofgoil actually remain under the E/2 of
said Section 123 wever, Athe applicant proposes to allocate
approximately 60,000 barrels of oil to the E/2 of Section 12
pursuant to the allocation of production provisions of the Canada
Ojitos Unit Operating Agreement.

(12) According to the testimony presented at the hearing the
applicant does not intend to drill a well for either producing‘for
injection purposes in the proposed expansion area.

{13) The general purpose of the HNew Mexico Statutory
Unitization Act is to allow secondary recovery operations such that
arsater ultimate recovery may be achieved, waste prevented, and
correlative rights wibd-bes protacted,.

{14) The subject expansion of the Canada 0jitos Unit into the
E/2 of said Section 12 pursuant to the authority of the Na2w Mexico
Statutory Unitization Act should not be constdered-at this time for
the following reasons: g o it

(a) the evidence and testimony presentsd at the
hearing failed to adequately show that the
inclusion of the E/2 of said Section 12 into
the Canada 0Ojitos Unit Area 1is reasonably
necessary to effective ean-u==5ﬁ/pressure
maintenance operations tfRereing curry on

(b)Y the applicant failed to show that such
expansion would prevent wastse and would result
with reasonable probability in the increased
recovery of substantially more oil than would
otherwise be recovered; ) . .

{(¢c) the proposed participation feormula, is unfair
and unjust:; and, A

(d) the proposed expansion area is within another
pool from that of the existing unit arsa and
would be in violation of Section 70-7-68.A{(1),
NMSA, 1878 Compilation.

(15) This application should therefore bas denieasd.
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IT IS THEREFORE ORDERED THAT:

{1) The application of Benson-Montin~Greer Drilling
Corporation for the ame ent of Division Order No. R-8344 to
include an additional 32§f§cres comprising the E/2 of Section 12,
Township 25 North, Rang 2 West, NMPM, Rio Arriba County, New
Mexico, within the existing Canada Ojitos Unit Area,ame pursuant
to the authority of the New Mexico Statutory Unitization Act’ia
hereby denied.

(2) Jurisdiction of this cause is retained for the entry of
such further orders as the Division may deem necessary.

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

STATE OF NEW MEXICOQ
OIlL CONSERVATION DIVISION

WILLIAM J. LEMAY
Director

(23
m

A L



ORDER NO.

EXHIBIT
CASE NQ.

AN
9671

R-8344~-A

CANADA CJITOS UNIT AREA

RIO ARRIBA COUNTY,

NEW MEXICO

(As Approved by Division Order No. R-8344,
dated November 7,

1986)

TOWNSHIP 24 NORTH, RANGE 1 EAST, NMPML
Sections 6 and 7: ATl

Section 8: w/2

Section 17: wW/2

Section 18: Al

Section 19: N/2

Section 20: NW/ &

TOWNSHIP 24 NORTH, RANGE 1 WEST, NMPMy
Sections 1 through 15: ATl '
section 23: N/2

Section 24: N/2

TOWNSHIP 25 NORTH, RANGE 1 EAST, NMPM

Sections 5 through 8:
Sections 17 through 20:

Section 29:
Sections 30

wW/2
and 31:

TOWNSHIP 25 NORTH,

Al

RANGE

Al
AT

1 WEST, NMPMy

Sections 1 throuagh 36:

TOWNSHIP 28

NORTH,

RANGE

1 EAST, NMPM,

Section 19:
Ssection 20:
Sactions 29

TOWNSHIP 26

AT
w/2
through

NORTH ,

32:

RANGE

Al

1 WEST, NMPMy

Sections 1 through 36:

Said unit comprising 69,567.235 acres,

Federal and Fee lands.

A1l '

more or less,

of State,



STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
O!L CONSERVATION COMMISSION

iN THE MATTER OF THE HEARING
CALLED BY THE OlL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

REOPENED CASES NOS. 7980,
8946 and 8950

ORDER NO. R-7407-F

ORDER NO. R-6469-F

REOPENING OF CASES 7980, 8946 and 8950 FOR
FURTHER TESTIMONY AS PROVIDED BY ORDER
R-7407-E IN REGARD TO THE GAVILAN-MANCOS OIL
POOL AND ORDER R-6469-D IN REGARD TO THE
WEST PUERTO CHIQUITO-MANCOS OIL POOL IN

RI10 ARRIBA COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSIUN:

This cause came on for hearing at 9:00 a.m. on June 13,
1988, at Santa Fe, New Mexico, before the Oil Conservation
Commission of New Mexico, hereinafter referred to as the
"Commission."

NOW, on this _ 5th day of August, 1988, the Commission,
a quorum being present, having considered the testimony
presented and the exhibits received at said hearing, and being

tully advised in the premises,
FINDS THAT:

(1) Due public notice having been given as required by
taw, the Commission has jurisdiction of these causes and the
subject matter thereof.

(2) At the time of the hearing, Cases 7980 (reopened),
8946 (reopened), 8950 (reopened), 9111 (reopened) and 9412 were
consolidated for purposes of testimony. Separate orders are
being entered in Cases 9111 and 9412,

(3) Case 7980 was called and reopened by the Commission
to determine appropriate spacing and enter permanent orders
establishing spacing and proration units in the Gavilan-Mancos
Oil Pool (hereinafter "Gavilan") pursuant to Order R-7407-E
(Rule 2a) which rule increased spacing from 320-acre to
640-acre spacing units.
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(4) Case 8946 was re-opened to determine what top oil
allowable and limiting gas-oil ratio should be established in
the GCavilan-Mancos Oil Pool to provide waste and protect
correlative rights.

(5) Case 8950 was re-opened to determine what top oil
allowable and limiting gas-oil ratio should be established for
the West Puerto Chiquito Mancos Oil Pool (hereinafter "WPC").

(6) Orders R-7407-E and R-6469-C were entered by the
Commission to direct operators within Gavilan and WPC,
respectively, to conduct tests on wells within the pools to
determine the optimal top allowable and limiting gas-oil ratio
for each of the pools. Pursuant to those orders, the pools
were produced with a top allowable of 1280 barrels of oil per
day for a standard 640-acre proration unit with a limiting
gas-oil ratio of 2,000 cubic feet of gas per barrel of oil for
the period July 1 unti! November 20, 1987, referred to as the
"high rate test period" and were produced with a top oil

allowable of 800 barrels of oil per day for a 640-acre
proration unit with a limiting gas-oil ratio of 600 cubic feet
of gas per barrel of oil from November 20, 1987 until

February 20, 1988, referred to as the "low rate test period".
Operators were directed to take bottomhole pressure surveys in
selected wells within both pools at the start of and end of
each test period. Subsequent to the test period, the top oil
allowable remained at 800 barrels of oil per day for a 640-~acre
proration unit with a limiting gas-oil ratio of 600 to 1.

(7) Data collected by the operators during the test
period pursuant to Orders R-7407-E and R-6469-C were submitted
to the Division's Aztec district office and were available to
all parties in this matter. At the request of the Commission,
Petroleum Recovery Research Center at Socorro, New Mexico, made
an independent evaluation of the data as a disinterested,
unbiased expert and its report was entered into evidence by
testimony and exhibit.

(8) Mallon Oil Company, Mesa Grande Resources, Inc.,
Mobil Texas-New Mexico Producing et al, collectively called
"proponents", advocate return to special allowable of at least
1280 barrels of oil per day for 6u40-acre units with limiting
gas-oil ratio of 2000 cubic feet per barrel whereas
Benson-Montin-Greer Drilling Co., Sun Exploration and
Production Company, Dugan Production Corporation et al,
collectively called '"opponents", advocate allowable and gas
limits no higher than the current special allowabie of 800
barrels of oil per day for 640-acre units and limiting gas-oil
ratio of 600 cubic feet per barrel.
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Order No. R~7407-F
Order No. R~6469-F

(9) Proponents presented testimony and exhibits intended
to demonstrate:

(a) Gavilan and WPC pools are separate sources
of supply separated by a permeability barrier
approximately two miles east of the line
separating Range 1 West from Range 2 West which
is the present common boundary between the two
pools.

(b} Insignificant oil has moved across the alleged
barrier.

(¢c) Gas-oil ratio limitations are unfair to Cavilan
operators.

(d) Wells were not shut in following the high rate
testing period for sufficient time to
permit accurate BHP measurement following the high
rate testing period.

(e) The high-rate/low-rate testing program prescribed
oy Order R-7407-E demonstrated that high producing
rates prevented waste as evidenced by lower
gas-oil ratios during that phase of the test
period.

(f) Irreversible imbibition of oil into the matrix
during shut-in or low-rate production causes
waste from reduced recovery of oil.

(g) Pressure maintenance in Gavilan would recover
no additional oil and wouild actually reduce
ultimate recovery.

(h) The most efficient method of production in Gavilan
would be to remove all production restrictions in
the pool.

(10) Opponents presented testimony and exhibits intended
to demonstrate:

(a) There is pressure communication throughout the
Gavilan-WPC pools which actually comprise a
single reservoir,

(b) Directional permeability trending north-south
with |imited permeability east-west, together
with gas reinjection, has worked to improve oil
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recovery in the COU located wholly within the WPC
pool.

(c) Success of the pressure maintenance project
is shown by the low gas-oil ratio performance
of structuraliy low wells in the unit,

td} Oil has moved across the low permeability area
east of the Proposed Pressure Maintenance
Expansion Area to the Canada Ojitos Unit as pressure
differentials have occurred due to fluid withdrawal
or injection.

(e) Although lower gas-oil ratios were observed
during the high-rate production test period,
reservoir pressure drop per barrel of oil
recovered increased indicating lower efficiency.

(f) Gravity segregation was responsible for the
lower GOR performance during high-rate
production.

(g) The effects of the pressure maintenance project
were shown, not only in the expansion area but
even into the Gavilan pool.

(h) The reservoir performance during the test
period shows pronounced effects of depletion.

(i) The higher allowables advocated by proponents
would severely violate correlative rights.

(11) Substantial evidence indicated, and all parties
agreed, that 640 acres is the appropriate size spacing and
proration unit for Gavilan.

(12) Eminent experts on both sides interpreted test data
including gas-oil ratios, bottomhole pressures, and pressure
build-up tests with widely differing interpretations and
conclusions.

(13) The preponderance of the evidence demonstrates the
Gavilan and WPC pools constitute a single source of supply
which can continue to be regulated effectively as two separate
pools with uniform rules for spacing and allowables.

(14) No well produced the top oil allowable during any
month of the test period; no well produced the gas limit during
the high rate test period; 30 wells produced the gas !imit at
the beginning of the low rate test period but eight wells
produced that limit at the conclusion of the test period.
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(15) There is substantial evidence that lower gas-oil
ratios observed during the high-rate test period are due to a
number of factors including reduced oil re-imbibition, gravity
segregation of tluids within the reservoir, and greater
pressure differential between fractures and matrix reservoir
rock. o

(16) A preponderance of evidence shows that both Gavilan
and WPC exhibit a very high degree of communication between
wells, particularly in north-south directions, and as a result
the 72-hour shut in prior to BHP tests may not have been
sufficient to permit pressures to completely stabilize.
However, such pressure measurements were adequate to proviae .
useful data for reservoir evaluation.

(17) Substantial evidence shows that some wells
demonstrated a reduced gas-oil ratio with a high rate of
production and that increased production limits should prevent
waste.

(18) Substantial evidence also demonstrated that high
deliverability wells have intersected a high capacity fracture
system and therefore drain distant tracts better than low
deliverability wells which have been drilled on those distant
tracts. The evidence also indicates that high production rates
result in the reduced oil recovery per pound of pressure drop.
As a result a top oil allowable and limiting gas-oil ratio is
necessary to prevent waste and protect correlative rights.

(19) A top oil allowable of 800 barrels per day per 640
acres with a limiting gas-oil ratio of 2,000 to 1 will enable
high productivity wells to produce at more efficient rates
without significantly impairing correlative rights.

IT 1S THEREFORE ORDERED THAT:

(1) Rule 2 (a) of the temporary special rules and
regulations for the Gavilan-Mancos Oil Pool as promulgated by
Order R-7407 is hereby amended as follows:

Kule 2 (a). A standard proration unit shall! consist of
between 632 and 648 acres consisting of a governmental
section with at least one and not more than two wells
drilled or recompleted thereon; provided that if the
second well is drilled or recompleted on a standard unit
it shall not be located in the same quarter section, nor
closer than 1650 feet to the first well drilled on the
unit; and provided further that proration units formed
prior to the date of this order are hereby approved as
non-standard, provided however, that operators have the
option to file Form C-102 to form standard units.



_6_

Case No. 7980
Order No. R-7407-F
Order No. R-6469-F

(2) Effective August 1, 1988 the allowable for a standard
6l40-acre spacing and proration unit in the Gavilan-Mancos Oil
Pool shall be 800 barrels of oil per day and the |imiting
gas-oil ratio shall be 2000 cubic feet of gas per barrel of
oil. Non-standard units shall receive allowables in the same
proportion of 800 barrels of oil per day that the acreage in
the spacing and proration unit bears to 640 acres.

(3) Effective August 1, 1988, the allowable for a
standard 640-acre spacing and proration unit in the West Puerto
Chiquito-Mancos Oil Pool shall be 800 barrels of oil per day
and the limiting gas-oil ratio shall be 2000 cubic feet of gas
per barrel of oil. Non-standard units shall receive allowables
in the same proportion of 800 barrels of oil per day that the
acreage in the spacing and proration unit bears to 640 acres.

(4) Jurisdiction of these causes is retained for entry of
such further orders as the Commission deems necessary.

DONE at Santa Fe, New Mexico, on the day and vyear
hereinabove designated.

STATE OF NEW MEXICO
OlL CONSERVATI COMMISSION

LONCLS (L

WILLIAM R. HUMPHRIES, Member

ERLING A. BROSJUE

L)

WILLIAM J. LE

Member

, Chairman an
Secretary

SEAL
dr/



STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION COMMISSION

REOPENED CASES NO. 7980, 8946 AND 8950
ORDER NO. R-7407-F-1
ORDER NO. R-6469-F-~1

REOPENING CASES 7980. 8946 AND 8950

FOR FURTHER TESTIMONY AS PROVIDED BY

ORDER R-7407-E IN REGARD TO THE
GAVILAN-MANCOS OIL POOL AND ORDER R-6469-D
IN REGARD TO THE WEST PUERTO CHIQUITO-MANCOS
OIL POOL IN RIO ARRIBA COUNTY, NEW MEXICO.

NUNC PRO TUNC ORDER

BY THE COMMISSION:

It appearing to the 0il Conservation Commission of New Mexico
(Commission) that the combined order (Order Nos. R-7407-F and R-~6469-F)
issued in Reopened Case Nos. 7980, 8946 and 8950 and dated August 5,
1988, does not correctly state the intended order of the Commission;

IT IS THEREFORE ORDERED THAT:

(1) Division Order No. R-7407-F being inadvertently issued twice, the
first in Reopened Case 7980 heard before the Commission on March 17,
1988, and the second being erroneously issued in the immediate case as
described above; therefore, all references to "Order No. R-7407-F"
throughout said order issued in Reopened Case Nos. 7980, 8946 and 8950,
dated August 5, 1988, are hereby amended to read "Order No. R-7407-G."

(2) The corrections set forth in this order be entered nunc pro tunc
as of August 5, 1988.

DONE at Santa Fe, New Mexico, on this ]7¢+h day of August, 1988.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

NP2 N

WILLIAM R. HUMPHRIES, Member




Lo

STATE OF NEW MEXICO
ENERCY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OlL CONSERVATION COMMISSION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONS IDERING:

CASE NO. 9111
Order No. R-3401-B

APPLICATION OF BENSON-MONT IN-GREER
DRILLING CORPORATION FOR EXPANSION OF
THE PROJECT AREA FOR ITS WEST PUERTO
CHIQUITO-MANCOS PRESSURE MAINTENANCE
PROJECT, RIO ARRIBA COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9:00 a.m. on March 18,
1988, at Santa Fe, New Mexico, before the Oil Conservation
Commission of New Mexico, hereinafter referred to as the
"Commission."” Decision on the case was deferred until pos-
sibly related testimony in Cases 7980, 8946, 8950 and 9412 was
received at the hearing held June 13, 1988.

NOW, on this __  sth  day of August, 1988, the
Commission, a quorum being present, having considered the
testimony presented and the exhibits received at said hearing,
and being fully advised in the premises,

FINDS THAT:

(1) Due public notice having been given as required by
law, the Commission has jurisdiction of this cause and tne
subject matter thereof.

(2) Applicant requests expansion of the West Puerto
Chiquito-Mancos Pressure Maintenance Project area to include
the below-described area which would make the project area
coterminous with the Canada Ojito Unit area and the Mancos
Participating Area of the unit:

TOWNSHIP 24 NORTH, RANGE 1 WEST, NMPM
Sections 5 through 8

TOWNSHIP 25 NORTH, RANGE 1 WEST, NMPM
Sections 5 through 8

>ections 17 through 20

Sections 29 through 32
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TOWNSHIP 26 NORTH, RANGE 1 WEST, NMPM
w/2 Sections 5, 8, 17, and 20
Sections 6, 7, 18, 19, 29, 30, 31 and 32

All in Rio Arriba County, New Mexico

(3) The expanded project area would abut the Gavilan-
Mancos Pool boundary at the West line of Range 1 West,

(47 Applicant was supported in its application by Sun
Exploration and Production Company and was opposed by Mallon
Oil Company, Mesa Grande Resources, Inc., Mobil Texas-New
mexico Producing, Koch Exploration and others.

(5) Critical to the case is the degree, if any, of
pressure communication across a low permeability zone at or
near the present western boundary of the project area which is
_approximately two miles east of the western boundary of the
unit.

(6) The two westernmost rows of sections inside the unit
area are in effective pressure communication with the Gavilan-
Mancos pool as demonstrated by shut in pressure measurements.

(7) The unit area east of the proposed expansion of the
area described above exhibits a significantly greater pressure
than the proposed expansion area and the adjacent Gavilan
area, as a result of gas injection at the structurally higher
and more easterly portion of the unit.

(8) The pressure ditterential across the low-permeabil-
1ty area which resides in the third row of sections east of
the western boundary of the unit is in the range of 350-400
psi, and thus indicates |imited pressure conmunication between
the injection wells and the proposed expansion area.

19) Limited transmissibility across the low-permeability
zone has been shown by (1) transmission of a pressure pulse
from a hydraulically tractured well to wells across the low
permeability zone, (2) failure to increase the average
pressure east of the zone by overinjection of gas, and (3) the
lower gas-oil ratio of wells in the proposed expansion area as
compared to adjacent Gavilan-Mancos wells.

(10) The gas credit provided by Rule 7 of Order R-3401,
as amended, in the project area provides a reduced GOR penalty
for wells in the project area because the pressure maintenance
process results in a smaller reservoir voidage per barrel of
oil produced than would occur if the gas were not reinjected.
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(11) The permeability restriction described in Finding
No. (5) limits the benefit which the proposed expansion area
can receive from the pressure maintenance gas injection.

(12) There is evidence that wells within both the WPC
and the Gavilan Pools are in communication with areas outside
of those pools, particularly in a north-south direction. As a
result there may be gas flow and repressurization from the
pressure maintenance project in a northerly and southerly
direction and that it may extend beyond the northern and
southern boundaries of the pressure maintenance project.

(13) Because of Findings (11) and (12), giving full
injection credit to those wells in the proposed expansion area
would give those wells an advantage over the adjacent wells in
the Gavilan-Mancos Pool and would impair the correlative
rights of the owners in the Gavilan-Mancos Pool.

{t4) Limited expansion of the project area, and reduced
credit to wells in the expansion area for reinjected gas in

the project area will encourage continued gas injection, will
increase the ultimate recovery of oil in the West Puerto
Chiquito-Mancos Oil Pool and will also protect correlative

rights in the Gavilan- Mancos Pool wells offsetting the unit.

{15) The project area should be expanded onily one tier
of sections to the west leaving one tier of sections between
the expansion area and Gavilan.

(16) The evidence is not conclusive as to the amount of
injection credit which the wells in the expansion area of the
project should receive, and pending further data evaluation, a
50% injected gas credit is reasonable.

(17) The gas credit amount in the expansion area granted
by this order should be modified upon presentation of evidence
that an advantage is gained by either pool over the other,

(18) The Aztec district office of the Division, in
consultation with the operators in the two pools should
determine the wells and procedures to be employed to obtain
accurate, representative BHP's on either side of the common
pool! boundary on a semi-annual basis for detection and
evaluation of any drainage across the said boundary and a
basis for adjusting the gas injection credit assigned the
wells in the expansion area.
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IT IS THEREFORE ORDERED THAT:

(1) The Project Area of the West Puerto Chiquito-Mancos
Pressure Maintenance Project is hereby expanded to include the
following described area:

TOWNSHIP 24 NORTH, RANGE 1 WEST, NMPM
Sections 5 and 8

TOWNSHIP 25 NORTH, RANGE 1 WEST, NMPM
Sections 5, 8, 17, 20, 29 and 32

TOWNSHIP 26 NORTH, RQNGE 1 WEST, NMPM
W/2 Sections 5, 8, 17 and 20 and all of
Sections 29 and 32

All in Rio Arriba County, New Mexico.

(2) Rule 6 and Rule 7 of the Special Rules for the West
Puerto Chiquito-Mancos Pressure Maintenance Project
established by Order No. R-3401, as amended, are hereby
amended to read in their entirety as follows:

"Rule 6. The allowable assigned to any well
which is shut-in or curtailed in accordance with Rule 3,
shall be determined by a 24-hour test at a stabilized
rate of production, which shall be the final 24-hour
period of a 72-hour test throughout which the well should
be produced in the same manner and at a constant rate.
The daily tolerance |imitation set forth in Commission
Rule 502 | (a) and the limiting gas-oil ratio for the
West Puerto Chiquito-Mancos Oil Poo! shall be waived
during such tests. The project operator shall notify all
operators offsetting the well, as well as the Commission,
of the exact time such tests are to be conducted. Tests
may be witnessed by representatives of the offsetting
operators and the Commission, if they so desire."

"Rule 7. The allowable assigned to each producing
well in the Project shall be equal to the well's ability
to produce or top unit allowable for the West Puerto
Chiquito-Mancos Oil Pool, whichever is less, provided
that any producing well in the project area which
directly or diagonally offsets a well outside the Canada
Ojitos Unit Area producing from the same common source of
supply shall not produce in excess of top unit allowable
tor the pool. Production of such well at a higher rate
shall be authorized only after notice and hearing. Each
producing well shall be subject to the limiting gas-oil
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ratio for the West Puerto Chiquito-Mancos Oil Pool except
that any well or wells within the project area producing
with a gas-oil ratio in excess of the limiting gas oil

ratio may be produced on a "net gas-oil ratio" basis,
which shall be determined by applying credit for daily
average gas injected, if any, into the West Puerto

Chiquito-Mancos Oil Pool within the project area to such
high gas-oil ratio well. The daily adjusted oil

allowable for any well receiving gas injection credit
shall be determined in accordance with the following
formula:
Aadj - TUA x Fa X F_gg&f_
9 ___4d
P
0
where Aadj = the well's daily adjusted allowable.
TUA = top unit allowable for the pool.
Fa = the well's acreage factor (1.0 if one well
on a 640 acre proration unit or 1/2 each
if two wells on a 640 acre unit, and 1/2
for a well in a section along the Gavilan
boundary which lies closer than 2310' from
the Gavilan boundary).
P = average daily volume of gas produced by the
g well during the preceding month, cubic feet.

the well's allocated share of the daily
9 average gas injected during the preceding
: month, cubic feet.

P = average daily volume of oil produced by the
well during the preceding month, barrels.

GOR = limiting gas-oil ratio for the West Puerto
Chiquito-Mancos Oil Pool.

In no event shall the amount of injected gas being
credited to a well be such as to cause the net gas-oil ratio,

Pg - |g to be less than the limiting gas-oil ratio for the
‘p;“" West Puerto Chiquito Mancos Oil Pool.

Provided however, that wells located in the area
described as: Sections 5 and 8, Township 24 North, Range 1




_6_
Case No. 9111
Order No. R-3401-B

West; Sections 5, 8, 17, 20, 29 and 32,
Township 25 North, Range 1 West; Sections 29
and 32 and W/2 of Sections 5, 8, 17 and 20,
Township 26 North, Range 1 West

shall be limited to 50% of the allocated share of injection
gas in the Ig term of the formula above.

(3) The Aztec district office ot the Division, with due
counselling and advice from poo! operators, shall, by October
1, 1988, develop a program for semi-annual bottomhole pressure
surveys of wells in both pools located not less than 3/8 mile
and not more than 1 1/2 miles trom the common pool boundary,
designed to measure accurately the pressure differential
across the pool boundary and to be used as a basis for
adjusting the gas injection credit to wells in the expansion
area. The program shall be presented for approval to the
Commission Conference on October 6, 1988,

(5) This order may be modified, atter notice and hear-
ing, to offset any advantage gained by wells on either side of
the common boundary of the Gavilan and West Puerto Chiquito
Oil Pools, as a result of this order.

(6) Jurisdiction of this cause is retained for the entry
of such turther orders as the Commission may deem necessary.

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

STATE OF NEW MEXICO

OiL C AT"QN COMMISS ION
u: j N\SQL.:_—-

WILLIAM R. HUMPHRIES, Member

ERLING A. BROSTUEN, ber

2

WILLIAM J. LEMAY,

hairman and
Secretary

SEAL
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8:15 A.M. - OIL CONSERVATION DIVISION CONPERENCE ROOM,
STATE LAND OFFICE BUILDING
SANTA FE, NEW NEXICO

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

ALLOWABLE:

CASE 9853:

CASE 9654:

CASE 9282:..

(1) Consideration of the allowable production of gas for June, 1989, from fourteen prorated gas pools in
Lea, Eddy, and Chaves Counties, New Mexico.

(2) Consideration of the allowable production of gas for June, 1989, from four prorated gas pools in San
Juan, Rio Arriba, and Sandoval Counties, New Mexico.

{Readvertised)

Application of Yates Petroleum Corporation for & unit agreement, Chaves County, New Mexico. Applicant, in
the above-styled cause, seeks approval of the Middle Creek State Unit Area comprising 15,680.73 acres, more
or less, of State and Fee lands in a portion of Townships 8 and 9 South, Range 23 East. Said unit is
located approximately 13 miles north-northwest of Roswell, New Mexico.

(Readvertised) (This case will be dismissed.)

Application of Yates Petroleum Corporation for a unit agreement, Roosevelt County, New Mexico. Applicant,
in the above-styled cause, seeks approval of the North Todd Unit Area comprising 960 acres, more or less, of
State and Fedaral lands in the E/2 of Section 17 and all of Section 16, Township 7 South, Range 35 East.
Said unit is located approximately 5 miles north-northwest of Milnesand, New Mexico.

(Continued & Readvertised) (This Case will be dismissed.)

v Application of Mobil Producing Texas and New Mexico Inc. for the expansion of the West Lindrith Gallup-

CASE 9663:

CASE 9664:

CASE 9685:

Dakota 0i1 Pool, Rio Arriba County, New Mexico. Applicant, in the above-styled cause, seeks the expansion
of the wast Lindrith Gallup-Dakota 0il Pool to include all of Sections 6, 7, 8, and 9, Township 24 North,
Range 2 West. Said area is approximately one-half mile north of Lindrith, New Mexico.

Application of The Petroleum Corporation of Delaware for downhole commingling, the amendment of Division
Order No. R-7269, and the amendment of Division Administrative Order NSP-1290, Eddy County, New Mexico.
Applicant, in the above-styled cause, and as operator of the Superior Federal well No. 6 located 660 feet
from the South line and 1980 feet from the West 1line (Unit N) of Section 6, Township 20 South, Range 29
East, seeks to downhole commingle production from the Undesignated East Burton Flat-Atoka Gas Pool and the
East Burton Flat-Morrow Gas Pool. Applicant also seeks to permit such commingled production to be produced
through tubing and the production of gas from the £ast Burton Flat-Strawn Gas Pool through the casing-tubing
annulus of said well and that Diviston Order No. R-7268 be amended accordingly. Applicant further seeks to
amend Division Administrative Order NSP-1290, dated April 28, 1982; which authorized a 299.84-acre, more or
less, gas spacing and proration unit for the East Burton Flat-Strawn Gas Pool comprising Lots 6 and 7, the
E/2 SW/4, and the SE/4 of said Section 6 for said well; to include both the Undesignated East Burton Flat-
Atoka Gas Pool and the East Surton Flat-Morrow Gas Pool. Applicant also requests that any such order issued
in this case be made effective retroactively to May 1987. said well is located approximately 7.5 miles
northwest of the junction of New Mexico Highway No. 3t North and U.S. Highway 82/180.

Application of Bass Enterprises Production Company for compulsory pooling, Lea County, New Mexico.
Applicant, in the sbove-styled cause, seeks an order pooling all mineral interests from the surface to the
base of the Queen formation or to a depth of 4,600 feet, whichever is deeper, underlying the Nw/u SE/4 of
Section 21, Township 18 South, Range 35 East, forming a standard statewide 40-acre spacing and proration
unit, said unit to be dedicated to its Reeves 21 State Well No. 2 to be drilled at a standard oil well
location 1980 feet from the South line and 1980 feet from the East 1ine (Unit J) of said Section 21. Alsc
to be considered will be the cost of drilling and completing said well and the allocation of the cost
thereof as well as actua)l operating costs and charges for supervision, designation of applicant as operator
of the well and a charge for risk involved in drilling said well. Said well location is approximately one
quarter mile-west of Milepost No. 3 on Old State Highway- 0. -

Application of Bass. Enterprises Production Company for compulsory pooling, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks an order pooling all mineral interests from the surface to the
base of the Undesignated Reeves-Queen Pool or to a depth of 4,600 feet, whichever is deeper, underlying the
NE/L SE/t of Section 21, Township 18 South, Range 35 East, forming a standard statewide 40-acre oil spacing
and proration unit, said unit to be dedicated to its Reeves 21 State Well No. 3 to be drilled at a standard
oil well location 1980 feet from the South line and 780 feet from the East line (Unit I) of said Section 21.
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 operating costs and charges for supervision, designation of applicant as operator
of the well and a charge for risk involved in drilling said well. Said well 1location is approximately 100
feet east of Milepost No. 3 on 0Old State Highway No. 8.
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CASE 9839:

CASE 9641:

CASE 96662

CASE 96673

CASE 96453

CASE_g668:

CASE 9669:

(Continued from April 26, 1969, Exaurlner Hearing.)

Application of Meridian 01,  Inc. for compulsory pooling, San Juan County, New Mexico. Applicant, ii the
above-styled cause, seeks an order pooling all mineral interests in the Basin-Fruitland Coal Gas Pozl
underlying the E/2 (equivalent) of Section 23, Township 31 North, Range 10 west, forming a standard 313.78-
acre gas spacing and proration unit for said pool, to be dedicated to its Atlantic "D" Com Well HNo. 205 to
be drilled at a standard coal gas well location in the NW/4 of said Section 23. Also to be considared will
be the cost of drilling and completing 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. Said location is approximately 9 miles northeast of Aztec, New
Mexico.

(Continued from April 26, 1989, Examiner Hearing.)

Application of Meridian 0il, Inc. for compulsory pooling, San Juan County, New Mexico. Applicant, in the
above-styled cause, seeks an order pooling all mineral interests in the Basin-Fruitland Coal Gas Fool
underiying the W/2 (equivalent) of Section 23, Township 31 North, Range 10 Wast, forming a standard 315,75-
acre gas spacing and proration unit for said pool, to be dedicated to its Atlantic "“B" Com wWell No. 205 to
be drilled at a standard coal gas well location in the SW/4 of said Section 23. 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
operating costs and charges for supervision, designation of applicant as operator of the well and a charge
for risk involved in drilling said well. Said location 1is approximately 9 miles northeast of Aztec, New
Mexico.

Application of Bill Fenn, Inc. for an unorthodox gas well location and dual completion, Eddy County, New
Mexico. Applicant, in the above-styled cause, seeks authority to dually comlete a well in the Indian
Basin-Upper Pennsylvanian Gas Pool and the Undesignated Indian Basin-Morrow Gas Pool at an unorthodox gas
well location 825 feet from the North line and 1650 feet from the East line (Unit B) of Section 7, Township
22 South, Range 24 East, all of said Irregular Section 7 to be dedicated to the well forming a 617.68-acre
gas spacing and proration unit for both pools. Said well location 1is approximately 4.5 miles south-
southeast of the Marathon 0il Company Indian Basin Gas Plant.

Application of Nidland Phoenix Corporation for unorthodox gas well location and compulsory pooling, Lea
County, New Mexico. Applicant, in the above-styled cause, seeks an order pooling all mineral interests in
the Undesignated PFPitchfork Ranch-Atoka Gas Pool and the Undesignated PitchFork Ranch-Morrow Gas Pool
undertying the €/2 of Section 34, Township 24 South, Range 34 East, to form a standard 320-acre gas spacing
and proration unit for both pools, to be dedicated to a well to be drilled at an unorthodox gas well

‘Jocation 660 feet from the South 1ine and 1980 feet from the East line (Unit 0) of said Section 34. 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 operating costs and charges for supervision, designation of applicant as operator
of the well and a charge for risk involved in drilling said well. Said unit is located approximately 3
miles west-southwest of the Junction of 01d State Highway No. 128 and County Road No. 2.

(Readvertised)

Application of BP Exploration, Inc., for compulsory pooling and directional drilling, Lea County, New
Mexico. Applicant, in the above-styled cause, seeks an order pooling all mineral interests from the surface
to the top of the Atoka formation underlying the SE/u4 SWw/4 of Section 30, Township 17 South, Range 38 East,
forming a8 standard #0-acre oi1 spacing and proration unit for any and all formations and/or pools within
said vertical extent developed on 40-acre spacing (which presently includes but is not necessarily limited
to the Undesignated Hobbs Channel-Bone Spring Pool, Undesignated Hcbbs Channel-San Andres Pool, and the
Undesignated Hobbs Channel-Wolfcamp Pool). Said unit is to be dedicated to a well to be directionally
drilled from a surface location 1138 feet from the South line and 1633 feet from the West lipe of said
Section 30 to a point within 100 feet of a standard bottomhole oil well location 660 feet from the South
line and 1817 feet from the Wwest line of said Section 30. 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 operating costs
and charges for supervision, designation of applicant as cperator of the well and a charge for risk involved
in drilling said well. Said location is approximately 1.5 miles east of Humble City, New Mexico.

Application of Nearburg Producing Company for an unorthodox oi) well location, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks approval for an unorthodox oil well location 990 feet from the
North line and 1500 feet from the wWest 1line (Unit C) of Section 12, Township 17 South, Range 37 East,
Undesignated Shipp-Strawn Pool, the N/2 NW/4 of said Section 12 to be dedicated to the well forming a
standard 80-~acre oil spmcing and proration-unit.- Said locatfon  is approximately & miles: north-of Humble
City, New Mexico.

Application of Enron 0Oi1 & Gas Company for compulsory pooling, unorthodox gas well location, and non-
standard gas proration unit, Lea County, New Mexico. Applicant, in the above-styled cause, seeks an order
pooling a1l mineral interests in the Undesignated Pitchfork Ranch-Morrow Gas Pool underlying the S/2 of
Section 34, Township 24 South, Range 34 East, forming a standard 320-acre gas spacing and proration unit for
said pool. Applicant further seeks an order pooling all mineral interests in the Undesignated Pitchfork
Ranch-Atoka Gas Pool underlying the SE/4 of said Section 34, forming a non-standard 160-acre gas spacing and
proration unit for said pool. Both aforementioned units are to be dedicated to a single well to be drilled
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at a location which is standard for the Morrow zone and unorthodox for the Atoka zone, 660 feet from the
South 1ine and 1980 feet from the East line (Unit O} of said Section 34. 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 operating
costs and charges for supervision, designation of applicant as operator of the well and a charge for risk
involved in drilling said well. Said well location is approximately 3 miles west-southwest of the junction
of 0ld State Highway No. 128 and County Road No. 2.

CASE 9670: Application of Stevens Operating Corporation to amend Division Order No. R-8917, directional drilling and
an unorthodox of!1 well location, Chaves County, New Mexico. Applicant, in the above-styled cause, seeks to
amend Division Order No. R-8917 to allow for the re-entry of the currently plugged and abandoned Philtex
Honolulu Federal Well No. 1 Tocated 1980 feet from the South and west lines (Unit K) of Section 9, Township
ik  South, Range 29 East, NMPM, North King Camp-Devonian Pool, in lieu of drilling a new well at the
unorthodox location approved by said order. Applicant further seeks approval to directionally drill said
Philtex Honolulu- Federal well No. t to a depth of approximately 9894 feet, and to bottom said well at an
unorthodox bottomhole location within 500 feet west of a point 1980 feet from the South line and 2475 feet
from the West line of said Section 9. A 160-acre non-standard proration unit consisting of the E/2 wW/2 of
said Section 8 {Approved By Order No. R-8917) is to be dedicated to the above described well. Said location

is approximately 17 miles east of Hagerman, New Mexico.

E 9671: Application of Benson-Montin-Greer Drilling Corporation to amend Division Order No. R-8344, Rio Arriba
County, New Mexico. Applicant, in the above-styled cause, seeks an amendment to Order No. R-8344, which
er statutorily unitized, for the purpose of continued pressure maintenance operations, all mineral
interests in the West Puerto Chiquito-Mancos 0il Pool underlying the Canada Ojitos Unit Area, which
encompasses 69,567.235 acres, more or less, of lands located in all or portions of Townships 24, 25, and 26
North, Ranges 1 East and 1 West, to include an additional 320 acres comprising the E/2 of Section 12,
Township 25 North, Range 2 West, Gavilan-Mancos Cil Pool. Among the matters to be considered at the hearing
will be the necessity of expansion of unit operations; the determination of a fair, reasonable and equitable
allocation of production and costs of production to each of the various tracts in the expanded unit area;
_ the determination of credits and charges to be made among the various owners in the expanded unit area for
* their investment 1in wells and equipment; and such other matters as may bs necessary and appropriate for
. carrying on efficient unit operations. Said expansion area is located approximately 16 miles north by west
of Regina, New Mexico.

e o o o o o e e S o Y= e - AW = = = = L = e - = e = = = 4P = = ———

Docket 15-89
DOCKET: COMMISSION HEARING - THURSDAY - MAY 18, 1989

9:00 A.M. - MORGAN HALL, STATE LAND OFFICE BUILDING
SANTA FE, NEW MEXICO

CASE 9672: Application of the 0i1 Conservation Division to consider amendments to Division Rules 8, 312, 313, and 711
to require appropriate measures be taken to prevent loss of migratory waterfowl resulting from contact with
oily waste in oil field operations.



