
S T A T E OF NEW MEXICO 
ENERGY, MINERALS AND N A T U R A L RESOURCES DEPARTMENT 

O I L CONSERVATION D I V I S I O N 

IN THE MATTER OF THE HEARING 
CALLED BY THE O I L CONSERVATION 
D IV IS ION FOR THE PURPOSE OF 
CONSIDERING: 

CASE NO. 9037 (Reopened) 
ORDER NO. R-8364-A 

IN THE MATTER OF CASE 9037 BEING 
REOPENED PURSUANT TO THE PROVISIONS 
OF D IV IS ION ORDER NO. R-8364, WHICH 
PROMULGATED TEMPORARY SPECIAL RULES 
AND REGULATIONS FOR THE NORTH A IR 
STRIP -BONE SPRING POOL IN LEA C O U N T Y , 
NEW MEXICO, INCLUDING A PROVISION FOR 
80-ACRE SPACING U N I T S . 

ORDER OF THE D IV IS ION 

BY THE D IV IS ION : 

Th i s cause came on fo r hea r i ng at 8:15 a . m . on J u l y 20, I988, at 
banta Fe , New Mex ico , before Examiner Michael E. S t o g n e r . 

NOW, on th is 2 9 t h day o f J u l y , I988, the D iv i s ion 
D i r e c t o r , h a v i n g cons ide red the t e s t i m o n y , the r e c o r d and the 
recommendat ions o f the Examine r , and be ing t u l l y adv i sed in the 
p remises , 

FINDS T H A T : 

(1) Due pub l i c not ice h a v i n g been g i v e n as r e q u i r e d by law, the 
u i v i s i o n has j u r i s d i c t i o n o f th i s cause and the sub jec t mat ter t h e r e o f . 

(2) By O r d e r No. R-8364, da ted December 18, 1986, the D iv i s ion 
c r e a t e d , de f i ned and p romu lga ted tempora ry special ru les and 
regu la t i ons fo r the N o r t h A i r S t r i p - B o n e S p r i n g Pool , Lea C o u n t y , 
New Mex ico , i n c l u d i n g p r o v i s i o n s fo r 80-acre spac ing and p r o r a t i o n 
un i t s and des igna ted wel l locat ions . 

(3) P u r s u a n t to the p rov i s i ons of said O r d e r No. R-8364 th is 
case was reopened to al low the ope ra to rs in the sub jec t pool to appear 
and show cause why the N o r t h A i r S t r i p - B o n e S p r i n g Pool shou ld not 
be deve loped on 40-acre spac ing u n i t s . 

(4) Mer id ian O i l , I n c . , ope ra to r o f wel ls in the pool and the 
app l i can t in o r i g i n a l Case 9037, appeared at the hea r i ng and p resen ted 
ev idence and tes t imony in s u p p o r t o f the con t i nua t i on o f the special 
ru les and regu la t i ons fo r the sub jec t poo l . 
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(5) The ev idence p resen ted es tab l i shed tha t one wel l in the 
sub jec t pool can e f f i c i e n t l y and economical ly d r a i n and deve lop 80 
ac res . 

(6) The specia l ru les and regu la t i ons p romu lga ted by O r d e r No. 
R-8364 have a f f o r d e d and w i l l a f f o r d the owner o f each p r o p e r t y in 
the pool the o p p o r t u n i t y to p roduce his j u s t and equ i tab le share o f the 
oi l in the poo l . 

(7) In o r d e r to p r e v e n t the economic loss caused by the d r i l l i n g 
o f an excess ive number o f we l l s , to avo id the augmenta t ion o f r i s k 
a r i s i n g f rom the d r i l l i n g o f an excess ive number o f we l l s , to p r e v e n t 
reduced r e c o v e r y wh i ch m igh t r esu l t f rom the d r i l l i n g o f too few wel ls 
and to o the rw i se p r e v e n t 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 . O r d e r 
No. K-8364 shou ld be c o n t i n u e d in f u l l fo rce and e f f ec t u n t i l f u r t h e r 
o r d e r o f the D i v i s i o n . 

IT IS THEREFORE ORDERED T H A T : 

(1) The Special Rules and Regu la t ions g o v e r n i n g the N o r t h A i r 
S t r i p - B o n e S p r i n g Poo l , Lea C o u n t y , New Mex ico , p romu lga ted by 
O r d e r No. R-8364, are h e r e b y con t i nued in f u l l fo rce and e f f ec t u n t i l 
f u r t h e r o r d e r o f t he D i v i s i o n . 

(2) J u r i s d i c t i o n o f t h i s cause is re ta ined fo r the e n t r y of such 
f u r t h e r o r d e r s as the D iv i s ion may deem necessa ry . 

DONE at Santa Fe , New Mex ico , on the day and year he re inabove 

STATE OF NEW MEXICO 
O IL CONSERVATION D IV IS ION 

WILL IAM J . LEIvtAY 
D i rec to r 



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. 9037 
Order No. R-8364 
NOMENCLATURE 

APPLICATION OF MERIDIAN OIL 
INC. FOR SPECIAL POOL RULES, 
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 November 
19, 1986, a t Santa Fe, New Mexico, be f o r e Examiner David R. 
Catanach. 

NOW, on t h i s 18th day o f December, 1986, 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 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 , Meridian O i l I n c . , seeks the 
promulgation o f s p e c i a l pool r u l e s f o r the A i r Strip-Bone 
Spring Pool, Lea County, New Mexico, i n c l u d i n g a p r o v i s i o n 
f o r 80-acre spacing and p r o r a t i o n u n i t s . 

(3) By Order No. R-6005, dated May 15, 1979, the 
D i v i s i o n c r e a t e d and define d the A i r Strip-Bone Spring Pool, 
Lea County, New Mexico. 

(4) By Order No. R-6255, dated January 16, 1980, the 
D i v i s i o n r e designated the A i r Strip-Bone Spring Pool as the 
A i r Strip-Upper Bone Spring Pool and f u r t h e r created and 
def i n e d the A i r Strip-Lower Bone Spring Pool. 

(5) By Order No. R-6255-A, the D i v i s i o n r e c o n s o l i d a t e d 
the a f o r e s a i d Upper and Lower Bone Spring Pools r e d e s i g n a t i n g 
the pool as th e A i r Strip-Bone Spring Pool w i t h said pool 
being governed by statewide r u l e s and r e g u l a t i o n s i n c l u d i n g 
40-acre spacing and p r o r a t i o n u n i t s . 
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(6) The a p p l i c a n t has r e c e n t l y completed the Tonto "14" 
State W e l l No. 1 lo c a t e d i n U n i t I of Section 15 and the 
Tonto "14" State Well No. 2 lo c a t e d i n U n i t K o f Section 14, 
both i n Township 18 South, Range 34 East, NMPM, Lea County, 
New Mexico, both i n the A i r Strip-Bone Spring Pool. 

(7) The a p p l i c a n t presented evidence a t the hearing 
t h a t showed t h a t the above-described w e l l s are capable o f 
d r a i n i n g an area i n excess o f 40 acres. 

(8) The m a j o r i t y o f the w e l l s producing from the Bone 
Spring f o r m a t i o n w i t h i n s a i d pool are l o c a t e d i n Sections 
25, 26, 35, and 36, Township 18 South, Range 34 East, NMPM, 
and are l o c a t e d a t l e a s t one m i l e Southeast o f the two w e l l s 
operated by the a p p l i c a n t . 

(9) Testimony by the a p p l i c a n t i n d i c a t e d t h a t the w e l l s 
l o c a t e d i n Sections 25, 26, 35, and 36 are i n an advanced 
s t a t e o f d e p l e t i o n . 

(10) The a p p l i c a n t presented no evidence a t the hearing 
as t o t h e drainage c a p a b i l i t y of the m a j o r i t y o f the w e l l s 
i n the p o o l l o c a t e d i n the area described by F i n d i n g No. ( 8 ) . 

(11) Examination o f the evidence presented i n t h i s case 
leads t o the con c l u s i o n t h a t a p p l i c a n t ' s w e l l s i n said 
Sections 14 and 15 are not i n e f f e c t i v e communication w i t h 
the o l d e r w e l l s i n the pool and r a t h e r than adoption o f 
sp e c i a l r u l e s f o r the A i r Strip-Bone Spring Pool, a new 
pool should be created w i t h the requested s p e c i a l r u l e s . 

(12) A new pool f o r the p r o d u c t i o n o f o i l from the 
Bone Spring f o r m a t i o n should be created and designated the 
North A i r Strip-Bone Spring Pool w i t h h o r i z o n t a l l i m i t s 
comprising the SW/4 o f Section 14 and the SE/4 o f Section 
15, Township 18 South, Range 34 East, NMPM, Lea County, 
New Mexico. 

(13) The h o r i z o n t a l l i m i t s o f the A i r Strip-Bone 
Spring Pool should be c o n t r a c t e d by the d e l e t i o n t h e r e f r o m 
of the f o l l o w i n g described acreage: 

TOWNSHIP 18 SOUTH, RANGE 34 EAST, NMPM 
Section 14: SW/4 
Section 15: SE/4 
Section 22: E/2 
Section 23: SW/4 
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(14) I n order t o prevent the economic l o s s caused by 
the d r i l l i n g o f unnecessary w e l l s , t o avoid t h e augmenta
t i o n 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 , t o prevent reduced recovery which might 
r e s u l t from the d r i l l i n g o f too few w e l l s , and t o ot h e r 
wise 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 , 
temporary s p e c i a l r u l e s and r e g u l a t i o n s p r o v i d i n g f o r 
80-acre spacing u n i t s should be promulgated f o r the 
North A i r Strip-Bone Spring Pool. 

(15) The temporary r u l e s and r e g u l a t i o n s should 
provide f o r l i m i t e d w e l l l o c a t i o n s i n order t o assure 
o r d e r l y development o f the pool 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 . 

(16) Temporary s p e c i a l r u l e s and r e g u l a t i o n s should 
be e s t a b l i s h e d f o r an 18-month p e r i o d i n order t o al l o w the 
operators i n the s u b j e c t pool t o gather r e s e r v o i r informa
t i o n t o e s t a b l i s h the area t h a t can be e f f i c i e n t l y and 
economically d r a i n e d and developed by one w e l l . 

(17) This case should be reopened a t an examiner 
hearing i n J u l y , 1988, a t which time the operators i n the 
subject pool should be prepared t o appear and show cause 
why the North A i r Strip-Bone Spring Pool should not be 
developed on 40-acre spacing and p r o r a t i o n u n i t s . 

IT IS THEREFORE ORDERED THAT: 

(1) The A i r Strip-Bone Spring Pool as h e r e t o f o r e 
defined and described i n Lea County, New Mexico, i s hereby 
contracted by the d e l e t i o n t h e r efrom o f the f o l l o w i n g 
acreage: 

TOWNSHIP 18 SOUTH, RANGE 34 EAST, NMPM 
Section 14: SW/4 
Section 15: SE/4 
Section 22: E/2 
Section 23: SW/4 

(2) A new poo l f o r Bone Spring p r o d u c t i o n i s hereby 
created and designated as the North A i r Strip-Bone Spring 
Pool i n Lea County w i t h h o r i z o n t a l l i m i t s comprising the 
f o l l o w i n g described acreage: 

TOWNSHIP 18 SOUTH, RANGE 34 EAST, NMPM 
Section 14: SW/4 
Section 15: SE/4 
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(3) E f f e c t i v e the date o f t h i s order, temporary r u l e s 
f o r the North A i r Strip-Bone Spring Pool, Lea County, New 
Mexico, are hereby promulgated as f o l l o w s : 

SPECIAL RULES FOR THE NORTH 
AIR STRIP-BONE SPRING POOL 

RULE 1. Each w e l l completed or recompleted i n the North 
A i r Strip-Bone Spring Pool o r i n the Bone Spring f o r m a t i o n 
w i t h i n one mi l e theeof, and not nearer t o or w i t h i n the 
l i m i t s o f another designated Bone Spring o i l p o o l , s h a l l be 
spaced, d r i l l e d , operated, and produced i n accordance w i t h 
the Special Rules and Regulations h e r e i n a f t e r set f o r t h . 

RULE 2. Each w e l l s h a l l be l o c a t e d on a standard u n i t 
c o n t a i n i n g 80 acres, more or l e s s , c o n s i s t i n g o f the N/2, 
S/2, E/2, or W/2 o f a governmental q u a r t e r s e c t i o n ; p rovided, 
however, t h a t n o t h i n g contained h e r e i n s h a l l be construed as 
p r o h i b i t i n g the d r i l l i n g o f a w e l l on each of the q u a r t e r -
q u a r t e r sections i n the u n i t . 

RULE 3. For good cause shown, the D i r e c t o r may gr a n t 
an exception t o the requirements o f Rule 2 w i t h o u t n o t i c e 
and hearing when the a p p l i c a t i o n i s f o r a non-standard u n i t 
comprising a s i n g l e q u a r t e r - q u a r t e r s e c t i o n or l o t . A l l 
operators o f f s e t t i n g t h e proposed non-standard u n i t s h a l l 
be n o t i f i e d o f the a p p l i c a t i o n by r e g i s t e r e d or c e r t i f i e d 
m a i l , and the a p p l i c a t i o n s h a l l s t a t e t h a t such n o t i c e 
has been f u r n i s h e d . The D i r e c t o r may approve the a p p l i c a 
t i o n i f , a f t e r a p e r i o d o f 30 days, no o f f s e t o perator has 
entered an o b j e c t i o n t o the f o r m a t i o n o f such non-standard 
u n i t . 

The a l l o w a b l e assigned t o any such non-standard 
u n i t s h a l l bear the same r a t i o t o a standard a l l o w a b l e i n the 
North A i r Strip-Bone Spring Pool as the acreage i n such non
standard u n i t bears t o 80 acres. 

RULE 4. Each w e l l s h a l l be l o c a t e d w i t h i n 150 f e e t o f 
the center o f a governmental q u a r t e r - q u a r t e r s e c t i o n or l o t . 

RULE 5. The D i v i s i o n D i r e c t o r may grant an exception 
t o the requirements o f Rule 4 w i t h o u t n o t i c e and hearing 
when an a p p l i c a t i o n has been f i l e d f o r an unorthodox l o c a t i o n 
n e c e s s i t a t e d by topographic c o n d i t i o n s or the recompletion 
o f a w e l l p r e v i o u s l y d r i l l e d t o another horizon. A l l 
operators o f f s e t t i n g the p r o r a t i o n u n i t s h a l l be n o t i f i e d 
o f the a p p l i c a t i o n by r e g i s t e r e d or c e r t i f i e d m a i l , and 
the a p p l i c a t i o n s h a l l s t a t e t h a t such n o t i c e has been 
fu r n i s h e d . The D i r e c t o r may approve the a p p l i c a t i o n upon 
r e c e i p t of w r i t t e n waivers from a l l operators o f f s e t t i n g 
t h e p r o r a t i o n u n i t or i f no o b j e c t i o n t o the unorthodox 
l o c a t i o n has been entered w i t h i n 20 days a f t e r t h e D i r e c t o r 
has received the a p p l i c a t i o n . 
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RULE 6• Top u n i t a l l o w a b l e f o r a standard p r o r a t i o n 
u n i t (79 through 81 acres) s h a l l be based on a depth 
bracket a l l o w a b l e o f 355 b a r r e l s per day, and i n the 
event t h e r e i s more than one w e l l on an 80-acre p r o r a t i o n 
u n i t , the operator may produce the a l l o w a b l e assigned t o 
the u n i t from the w e l l s on the u n i t i n any p r o p o r t i o n . 

The all o w a b l e assigned t o a non-standard 
p r o r a t i o n u n i t s h a l l bear the same r a t i o t o a standard 
a l l o w a b l e as the acreage i n such non-standard u n i t bears 
t o 80 acres. 

IT IS FURTHER ORDERED THAT: 

(1) The l o c a t i o n s o f a l l w e l l s p r e s e n t l y d r i l l i n g t o 
or completed i n the North A i r Strip-Bone Spring Pool or i n 
the Bone Spring f o r m a t i o n w i t h i n one m i l e t h e r e o f , and not 
nearer t o or w i t h i n the l i m i t s o f another designated Bone 
Spring p o o l , are hereby approved; the operator o f any w e l l 
having an unorthodox l o c a t i o n s h a l l n o t i f y 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 i n w r i t i n g o f the name and 
l o c a t i o n o f the w e l l on or before February 1, 1987. 

(2) Pursuant t o Section 70-2-18, NMSA 1978, contained 
i n Chapter 271, Laws o f 1969, any w e l l which, by v i r t u e o f 
t h i s o r d e r , i s s u b j e c t t o pool r u l e s p r o v i d i n g f o r spacing 
or p r o r a t i o n u n i t s l a r g e r than the one which i s p r e s e n t l y 
dedicated t h e r e t o , s h a l l have 60 days from the e f f e c t i v e 
date o f t h i s order i n which t o f i l e new Forms C-102 dedi 
c a t i n g a standard u n i t f o r the pool t o s a i d w e l l , or t o 
o b t a i n a non-standard u n i t approved by the D i v i s i o n . 
Pending such compliance, the w e l l s h a l l r e c e i v e a maximum 
al l o w a b l e i n the same p r o p o r t i o n t o a standard allowable 
f o r the pool t h a t t h e acreage dedicated t o the w e l l bears 
t o a standard u n i t f o r the p o o l . F a i l u r e t o f i l e Form 
C-102 d e d i c a t i n g a standard u n i t t o the w e l l or t o o b t a i n 
a non-standard u n i t approved by the D i v i s i o n w i t h i n the 
s a i d 60-day p e r i o d s h a l l s u b j e c t the w e l l t o c a n c e l l a t i o n 
of a l l o w a b l e . 

(3) This case s h a l l be reopened a t an examiner hearing 
i n J u l y , 1988, a t which time the operators i n the subject 
pool may appear and show cause why th e North A i r Strip-Bone 
Spring Pool should not be developed on 40-acre spacing u n i t s . 

(4) J u r i s d i c t i o n o f t h i s cause i s r e t a i n e d f o r the 
e n t r y o f such f u r t h e r orders as the D i v i s i o n may deem 
necessary. 
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