
STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

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

CASE NO. 9954 De Novo 
Order No. R-9050-C 

APPLICATION OF MARATHON OIL COMPANY 
FOR AN ADDENDUM TO DIVISION ORDER 
NO. R-9050-A, TO INCLUDE A PROVISION 
FOR DUAL COMPLETION AND AN UNORTHODOX 
GAS WELL LOCATION IN THE UNDESIGNATED 
INDIAN BASIN-MORROW GAS POOL, EDDY 
COUNTY, NEW MEXICO. 

ORDER OF THE COMMISSION 

BY THE COMMISSION: 

This cause came on f o r h e a r i n g a t 9:00 a.m. on October 
25, 1990, a t Santa Fe, New Mexico, before the O i l Conservation 
Commission of New Mexico, h e r e i n a f t e r r e f e r r e d t o as the 
"Commission". 

NOW, on t h i s 31st day of December, 1990, the Commission, 
a quorum being present, having considered t h e testimony 
presented and e x h i b i t s r e ceived a t s a i d h e a r i n g , 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 Commission has j u r i s d i c t i o n o f t h i s cause and the 
su b j e c t matter t h e r e o f . 

(2) By Order No. R-9050-A, issued i n De Novo Case No. 
9802 on January 18, 1990, the D i v i s i o n a u t h o r i z e d Marathon O i l 
Company t o d r i l l i t s North I n d i a n Basin U n i t Well No. 8, 
su b j e c t t o a p r o d u c t i o n p e n a l t y , a t an unorthodox gas w e l l 
l o c a t i o n 330 f e e t from the South l i n e and 1650 f e e t from the 
West l i n e ( U n i t N) of Section 9, Township 21 South, Range 23 
East, NMPM, Eddy County, New Mexico, t o t e s t the I n d i a n Basin-
Upper Pennsylvanian Gas Pool. 
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(3) I n Case No. 9954 the a p p l i c a n t , Marathon O i l 
Company, seeks an addendum t o s a i d Order No. R-9 050-A, t o 
i n c l u d e a u t h o r i z a t i o n f o r an unorthodox gas w e l l l o c a t i o n f o r 
s a i d North I n d i a n Basin U n i t Well No. 8 w i t h i n the 
Undesignated I n d i a n Basin-Morrow Gas Pool. I n a d d i t i o n , the 
a p p l i c a n t seeks a u t h o r i t y t o d u a l l y complete s a i d w e l l i n such 
a manner as t o p e r m i t p r o d u c t i o n of gas from the Undesignated 
I n d i a n Basin-Morrow Gas Pool through a s t r i n g of 2 7/8-inch 
t u b i n g and the p r o d u c t i o n of gas from the I n d i a n Basin-Upper 
Pennsylvanian Gas Pool through the 5 1/2-inch c a s i n g - t u b i n g 
annulus. 

(4) The matter of s a i d Case No. 9 954 came on f o r hearing 
a t 8:15 a.m. on May 30, 1990, a t Santa Fe, New Mexico before 
Examiner David R. Catanach and pursuant t o t h i s h e a r i n g , Order 
No. R-9050-B was issued on August 15, 1990 which granted 
Marathon's a p p l i c a t i o n but imposed a 27.9% p e n a l t y f a c t o r , or 
an a l l o w a b l e equal t o 72.1% of the assigned monthly a l l o w a b l e 
t o s a i d u n i t f o r Morrow gas p r o d u c t i o n , t o o f f s e t the 
advantage gained over the diagonal o f f s e t operators as a 
r e s u l t of the unorthodox l o c a t i o n . 

(5) A l l of s a i d Section 9 i s t o be dedicated t o the 
Morrow p r o d u c t i o n from s a i d w e l l t o form a standard 64 0-acre 
gas spacing and p r o r a t i o n u n i t as p r o v i d e d by the S p e c i a l 
Rules and Regulations governing t h e I n d i a n Basin-Morrow Gas 
Pool. 

(6) The evidence and r e c o r d i n s a i d Case 9954 i n d i c a t e s 
t h a t the s u b j e c t w e l l , which was spudded on A p r i l 4, 1990 
subsequent t o the issuance of s a i d Order No. R-9050-A, has 
been d r i l l e d t o a depth s u f f i c i e n t t o t e s t the Morrow 
f o r m a t i o n and has encountered commercial gas p r o d u c t i o n from 
the Basal "A" Sand w i t h i n the I n d i a n Basin-Morrow Gas Pool as 
w e l l as the I n d i a n Basin-Upper Pennsylvanian Gas Pool. 

(7) Oryx Energy Company (Ory x ) , the owner of the 
a f f e c t e d d i a g o n a l o f f s e t acreage i n Section 17, Township 21 
South, Range 23 East, NMPM, appeared a t the h e a r i n g i n 
o p p o s i t i o n t o the unorthodox Morrow l o c a t i o n and i n support 
of a p r o d u c t i o n p e n a l t y t o be assessed a g a i n s t the s u b j e c t 
w e l l w i t h i n the I n d i a n Basin-Morrow Gas Pool. 



CASE NO. 9 9 54 De Novo 
Order No. R-9050-C 
Page -3-

(8) By agreement the recor d of the Examiner h e a r i n g i n 
Case No. 9954 i s i n c o r p o r a t e d and made p a r t of the re c o r d of 
t h i s case. 

(9) There i s s u b s t a n t i a l g e o l o g i c a l disagreement as t o 
the d e p o s i t i o n a l environment of the Morrow Basal "A" Sand, the 
p r o d u c t i v e acreage i n the Morrow u n d e r l y i n g Section 17, and 
the p o t e n t i a l f o r commercial gas p r o d u c t i o n from t h e Morrow 
under Section 17. 

(10) The o n l y d e f i n i t i v e e n g i n e e r i n g data presented was 
a P/z p l o t of the Morrow i n Marathon's w e l l which showed 
s l i g h t l y l e ss than 1 b i l l i o n cubic f e e t of recoverable gas 
reserves. 

(11 j According t o evidence and testimony, Oryx i s 
c u r r e n t l y e v a l u a t i n g the p o s s i b i l i t y of d r i l l i n g a Morrow w e l l 
i n S ection 17. 

(12 ) I n order t o secure the p r o t e c t i o n of i t s c o r r e l a t i v e 
r i g h t s , Oryx has proposed t h a t the s u b j e c t w e l l be allowed t o 
d r a i n o n l y t h a t area of Section 17 which would no r m a l l y be 
dr a i n e d by a w e l l l o c a t e d a t a standard l o c a t i o n i n Section 
9 . 

(13), Any p e n a l t y imposed on the s u b j e c t w e l l by the 
Commission w i l l be u l t i m a t e l y i n e f f e c t i v e i f Oryx chooses not 
t o d r i l l a w e l l t o recover i t s gas reserves i n Section 17. 

(14) A p r o d u c t i o n p e n a l t y based upon the d i s t a n c e the 
su b j e c t w e l l encroaches toward the corner p o i n t of Sections 
8, 9, 16 and 17 i s reasonable and e q u i t a b l e and should be 
u t i l i z e d i n t h i s case. 

(15) The c a l c u l a t e d d i s t a n c e from the above-described 
corner p o i n t t o a standard w e l l l o c a t i o n i n Section 9 i s 2,333 
f e e t . The c a l c u l a t e d d i s t a n c e from the above-described corner 
p o i n t t o the a c t u a l w e l l l o c a t i o n i s 1,683 f e e t . 

(16) I n order t o p r o t e c t c o r r e l a t i v e r i g h t s a p e n a l t y 
should be assigned t o the a p p l i c a n t ' s GPU which w i l l r e f l e c t 
the p r o p o r t i o n a t e d i s t a n c e the proposed l o c a t i o n i s moved 
toward the aforementioned corner p o i n t . 
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(17) R a t i o p e n a l t i e s have h i s t o r i c a l l y been assigned t o 
w e l l s which crowd o b j e c t i n g p a r t i e s whose acreage d i r e c t l y 
o f f s e t s the crowding w e l l . 

(18) When r a t i o p e n a l t i e s are a p p l i e d because of 
o b j e c t i o n s from p a r t i e s owning di a g o n a l o f f s e t t i n g acreage, 
p e n a l t y adjustments must be made t o account f o r l e s s e r acreage 
being e f f e c t e d by drainage from the crowding w e l l . 

(19) Mathematical computations show t h a t approximately 
two times as much d i r e c t o f f s e t acreage i s a f f e c t e d by 
drainage as diag o n a l o f f s e t acreage assuming t h e o r e t i c a l 
c i r c u l a r drainage and equal r a d i i . 

(20) C o r r e l a t i v e r i g h t s should be p r o t e c t e d by as s i g n i n g 
a p e n a l t y t o the a l l o w a b l e of the proposed l o c a t i o n based upon 
the formula: (0.5) (1-1683/2333) o r 14% p e n a l t y . 

(21) Approval of the su b j e c t a p p l i c a t i o n w i t h a 14% 
p e n a l t y 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 share of the gas i n the a f f e c t e d p o o l , 
w i l l prevent t he economic loss caused by the d r i l l i n g of 
unnecessary w e l l s , avoid the augmentation of r i s k a r i s i n g from 
the d r i l l i n g of an excessive number of w e l l s and w i l l 
o t h erwise 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) The a p p l i c a t i o n of Marathon O i l Company f o r an 
addendum t o D i v i s i o n Order No. R-9050-A t o i n c l u d e 
a u t h o r i z a t i o n f o r an unorthodox gas w e l l l o c a t i o n f o r i t s 
North I n d i a n Basin U n i t Well No. 8, l o c a t e d 330 f e e t from the 
South l i n e and 1650 f e e t from t he West l i n e ( U n i t N) of 
Section 9, Township 21 South, Range 23 East, NMPM, Eddy 
County, New Mexico, w i t h i n the I n d i a n Basin-Morrow Gas Pool 
i s hereby approved. 

(2) The a p p l i c a n t i s f u r t h e r a u t h o r i z e d t o d u a l l y 
complete s a i d w e l l i n such a manner as t o per m i t p r o d u c t i o n 
of gas from the Undesignated I n d i a n Basin-Morrow Gas Pool 
through a s t r i n g of 2 7/8-inch t u b i n g and the p r o d u c t i o n of 
gas from the I n d i a n Basin-Upper Pennsylvanian Gas Pool through 
the 5 1/2-inch c a s i n g - t u b i n g annulus. 
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(3) A l l of s a i d Section 9 i s t o be dedicated t o the 
Undesignated I n d i a n Basin-Morrow Gas Pool p r o d u c t i o n from s a i d 
w e l l t o form a standard 640-acre gas spacing and p r o r a t i o n 
u n i t . 

(4) The above described proposed l o c a t i o n and gas 
p r o r a t i o n u n i t s h a l l be assigned a 14% p e n a l t y , or an 
a l l o w a b l e equal t o 86% (0.86) of t h e normal monthly a l l o w a b l e 
assigned t o a standard gas p r o r a t i o n u n i t i n the I n d i a n Basin-
Morrow Gas Pool. 

(5) 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 Commission may deem necessary. 
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DONE a t Santa Fe, New 
hereinabove designated. 

Mexico, on the day and year 

STATE OF NEW MEXICO 
OIL CONSERVATION COMMISSION 

WILLIAM R. HUMPHRIES, Member 

WILLIAM W. WEISS, Member 

WILLIAM J. LEM^f, Chairman 
and Secretary 

S E A L 


