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Mr. David Catanach 
Hearing Examiner 
O i l Conservation D i v i s i o n 
Post O f f i c e Box 2088 
Santa Fe, New Mexico 87504-2088 

Re: OCD Case<*r 9226, 9227 and 9228 

Dear David: 

Please enter the appearance of Mobil Exp lo ra t ion and 
Producing, U.S. f o r Mobil Producing Texas-New Mexico, Inc. in the 
above-referenced cases. Although Mobi l does not expect to 
p a r t i c i p a t e i n these hearings, I would appreciate i t i f you would 
make t h i s en t ry of appearance a matter of o f f i c i a l record a t t ha t 
hear ing . 

Thank you f o r your assistance w i t h t h i s matter. 

Sincerely, 

W. Perry 4earce 

WPP:mp:73 



STATE OF NEW MEXICO 

ENERGY AND MINERALS DEPARTMENT 
OIL CONSERVATION DIVISION 

AZTEC DISTRICT OFFICE 
GARREY CARRUTHERS 1000 RIO BRAZOSROAO 

AZTEC. NEW MEXICO 87410 
GOVERNOR . ••- ' (505)334-6178 

December 3, 1987 

Mr. B i l l LeMay 
Oil Conservation Division 
P.O. Box 2088 
Santa Fe, NM 87504-2088 

Re: Commission Cases - 9226 & 9227 

Dear B i l l : 

Upon attending the commission hearing of cases 9226 & 9227, 
I have concluded the following: 

1. There i s no evidence that drainage of Gavilan by West 
Lindrith operators i s taking place, in fact because of 
the low pressures in Gavilan the opposite would more 
likely be happening although there i s no evidence of 
that either. 

2. Sun and Dugan feel that since there i s no evidence, 
they are more concerned that West Lindrith type 
allowable may tend to expand the pool into the Gavilan 
and abolish part of the Gavilan. Sun and Dugan are 
fighting against the allowable adjustment on the basis 
of correlative rights and not waste considerations, 
which is alright. 

3. The preponderance of testimony was in opposition to a 
buffer zone, but we s t i l l have a need to curtail the 
drilling of unnecessary wells. 

4. The question as to whether or not the current boundary 
or Western Township line of 25N-2W i s also the geologic 
boundary i s s t i l l unanswered, however, the low 
production rates of the Reading & Bates, Greenlee 
Federal well in Sec. 24-25N-3W either indicates a tight 
block where the fracture was missed or the absence of 
typical fractured Mancos production. What wil l future 
wells show, and can predictions be made? The boundary 
as i t now stands seems to serve i t ' s purpose albeit an 
administrative convenience. 
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5. The statement was made by Al Kendrick " I f i t ain't 
broke don't fix i t . " Though that may sound reasonable, 
i t does not f i t the situation and caution should be 
exercised by the state into thinking i t will never be 
"broke." 

Recommendations "• 

1. At the very least, the Commission should require a 790' 
set back in the eastern halves of the row of sections 
in Township 25N-3W that border Township 25N-2W. 

2. Some thought should also be given to requiring testing 
of zones for wells drilled into that area. 

3. If no set back i s required, Gavilan operators should 
have the option of drilling wells with the exact 
setback distance from the West Lindrith boundary as 
those wells that offset Gavilan. 

EB/dj 

xc •• E. Busch 
File 
Frank Chavez 



ROBERT STOVALL 
Attomey-at-Law 

(505) 326-3359 

P.O. Box 10021 
Farmington, New Mexico 87499 

Office 
3005 Northridge Dr., Suite G 

December 14, 1987 

Mr. William J. LeMay, Chairman 
N.M. O i l Conservation Commission 
P.O. Box 2088 
Santa Fe, NM 87504-2088 

re: Cases 9226 & 9227 

Dear Mr. LeMay: 

Enclosed please f i n d the d r a f t order which I have prepared 
on behalf of my c l i e n t s i n the above referenced "buffer 
zone" cases. 

Sincerely, 

Robert G. S t o v a l l 

RGS: 

copy t o Counsel of Record 



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 ON ITS MOTION TO AMEND 
THE SPECIAL POOL RULES FOR THE 
WEST LINDRITH GALLUP-DAKOTA OIL 
POOL, RIO ARRIBA AND SANDOVAL 
COUNTIES, NEW MEXICO; CASE: 9226 

ORDER: R-

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
DIVISION ON ITS MOTION TO AMEND 
THE SPECIAL POOL RULES FOR THE 
GAVILAN-MANCOS OIL POOL, RIO 
ARRIBA AND SANDOVAL COUNTIES, 
NEW MEXICO CASE: 9227 

ORDER: R-

ORDER OF THE COMMISSION 

BY THE COMMISSION: 

These consolidated cases came on f o r hearing a t 9:00 A.M. on 
November 19, 1987, at 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 day of December, 1987, the Commission, a 
quorum being present, having considered the testimony presented 
and the e x h i b i t s received a t said hearing, and being f u l l y 
advised i n the premises, 

FINDS THAT: 

(1) Public Notice having been given, the Commission has 
j u r i s d i c t i o n of these causes, the p a r t i e s , and the subject matter 
thereof. 

(2) I n CASE 9226 the O i l Conservation D i v i s i o n on i t s own 
motion seeks t o amend the Special Pool Rules f o r the West 
L i n d r i t h Gallup-Dakota O i l Pool i n Rio Arri b a and Sandoval 
Counties, New Mexico, as promulgated by D i v i s i o n Order No. R-
4314, t o reconsider the w e l l l o c a t i o n requirements pool-wide, t o 
re s t a t e the allowable i n the pool t o r e f l e c t the d a i l y o i l 
allowable f o r a 160 acre u n i t i n the depth range of t h i s pool t o 
be 382 BOPD as promulgated by D i v i s i o n General Rule 505, and t o 

1 



create a b u f f e r zone i n those sections t h a t a d j o i n the Gavilan-
Mancos O i l Pool t o the east (Sections 1, 12, 13, 24, 25 and 36, 
Township 25 North, Range 3 West, Rio Arriba) w i t h any a d d i t i o n a l 
provisions which may be necessary or advisable 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 along the common boundary of the two pools. 
Said area i s s i t u a t e d 10 t o 20 miles west-northwest of L i n d r i t h , 
New Mexico. 

(3) I n CASE 9227 the O i l Conservation D i v i s i o n seeks on i t s 
own motion t o amend the Special Pool Rules f o r the Gavilan-Mancos 
O i l Pool i n Rio Arri b a County, New Mexico, as promulgated by 
D i v i s i o n Order No. R-7407, as amended, t o create a b u f f e r zone 
u t i l i z i n g those e x i s t i n g those e x i s t i n g p r o r a t i o n u n i t s i n 
Sections 5, 6, 7, 8, 17, 18, 19, 20, 29, 30, 31 and 32, Township 
25 North, Range 2 West, t h a t a d j o i n the West L i n d r i t h Gallup-
Dakota O i l Pool w i t h any a d d i t i o n a l Provisions which may be 
necessary or advisable 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 along the 
common boundary of the two pools. Said area i s s i t u a t e d 4 t o 9 
miles northwest of L i n d r i t h , New Mexico. 

(4) By Order R-8544, entered on November 19, 1987, the 
Commission i n Case 9228 abolished the O j i t o Gallup-Dakota O i l 
Pool which had been spaced on 40 acre spacing and p r o r a t i o n u n i t s 
and extended the West L i n d r i t h Gallup-Dakota O i l Pool which i s 
spaced on 160 acre spacing and p r o r a t i o n u n i t s . 

(5) As a r e s u l t of entry of Order R-8544, the West L i n d r i t h 
Gallup-Dakota O i l Pool was expanded so t h a t i t s eastern boundary 
became contiguous w i t h p a r t of the western boundary of the 
Gavilan-Mancos O i l Pool which has temporary specia l pool r u l e s , 
i n c l u d i n g r e s t r i c t e d allowables, 640 acre spacing and w e l l 
locations no closer than 790 f e e t t o the common boundary w i t h the 
West L i n d r i t h Gallup-Dakota O i l Pool. 

(6) On June 27, 1986, by order R-8188-A, the Commission 
formed the Northeast O j i t o Gallup-Dakota O i l Pool out of the 
O j i t o Gallup-Dakota O i l Pool so t h a t the southern boundary of the 
Northeast O j i t o Gallup-Dakota O i l Pool was contiguous w i t h p a r t 
of the northern boundary of the O j i t o Gallup-Dakota O i l Pool. 

(7) The 160 acre top gas allowable f o r West L i n d r i t h 
Gallup-Dakota O i l Pool i s 764 MCF per day and the 640 acre top 
gas allowable f o r the Gavilan-Mancos O i l Pool i s 480 MCF/D, and 
the r e s u l t i n g d i f f e r e n t i a l i n top gas allowables between the two 
pools i s 2576 MCF/D per 640 acre t r a c t . 

(8) One of the issues raised by the ap p l i c a t i o n s was the 
cr e a t i o n of a b u f f e r zone w i t h i n the boundary area of each of the 
pools and the adoption of a b u f f e r gas allowable f o r those 
spacing u n i t s i n each pool w i t h i n approximately one-half mile of 
the common boundary. 
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(9) Mesa Grande Ltd's geologic witness presented evidence 
t h a t the Mancos formation i n the western p o r t i o n of the Gavilan-
Mancos O i l Pool i s l i k e l y p a r t of the same common source of 
supply as the Gallup formation i n the eastern p o r t i o n of the West 
L i n d r i t h Gallup-Dakota O i l Pool, or a t lea s t t h a t there i s no 
clear geologic boundary between the pools, but the q u a l i t y and 
i n t e n s i t y of the f r a c t u r e system which e x i s t s i n the Gavilan-
Mancos O i l Pool i s diminished t o the west and production i n the 
West L i n d r i t h Gallup-Dakota O i l Pool i s less l i k e l y t o be 
s i g n i f i c a n t l y enhanced by n a t u r a l f r a c t u r i n g . 

(10) The expert witness f o r C u r t i s J. L i t t l e O i l and Gas, 
et a l . t e s t i f i e d t h a t the geological evidence presented by Mesa 
Grande indic a t e d t h a t there could be a s i g n i f i c a n t geological 
s t r u c t u r a l change i n the area of the boundaries between the West 
L i n d r i t h Gallup-Dakota O i l Pool and the Gavilan-Mancos O i l Pool 
due t o what appeared t o be a compound bending of the formation i n 
t h a t area, t h a t the producing c h a r a c t e r i s t i c s of the two pools 
are s u b s t a n t i a l l y d i f f e r e n t , t h a t the pools were properly 
operated under d i f f e r e n t s p e c i a l pools r u l e s , t h a t the conditions 
which necessitate the r e s t r i c t e d allowables i n the Gavilan-Mancos 
O i l Pool are not present i n the West L i n d r i t h Gallup-Dakota O i l 
Pool and t h a t the established boundary i s a l o g i c a l l o c a t i o n f o r 
the boundary between the two pools. 

(11) The engineering evidence presented by Dugan Production 
Corp.'s and Sun Exploration and Production Company's respective 
expert engineers demonstrated t h a t there e x i s t s s u f f i c i e n t l y 
d i f f e r e n t producing c h a r a c t e r i s t i c s between the t y p i c a l w e l l i n 
each pool so t h a t the d i f f e r e n c e s i n the top gas allowable f o r 
each producing w e l l i n the respective pools w i l l not cause a 
v i o l a t i o n of c o r r e l a t i v e r i g h t s along the common boundary. 

(12) There i s presently no evidence of any drainage across 
the common boundary of the two pools, nor i s there any data from 
which t o determine i f wells i n the West L i n d r i t h Gallup-Dakota 
O i l Pool boundary area would be capable of d r a i n i n g any p o r t i o n 
of the Gavilan-Mancos O i l Pool should the current d i f f e r e n t i a l i n 
allowables between the pools remain i n e f f e c t . 

(13) There was testimony which indi c a t e d t h a t the current 
r e s e r v o i r pressure i n West L i n d r i t h Gallup-Dakota O i l Pool i s 
l i k e l y t o be s u b s t a n t i a l l y higher than t h a t i n the Gavilan-Mancos 
O i l Pool and t h a t a t y p i c a l Gavilan-Mancos O i l Pool w e l l has a 
much higher i n i t i a l producing r a t e than a t y p i c a l w e l l i n the 
West L i n d r i t h Gallup-Dakota O i l Pool, and t h e r e f o r e i s more 
probable t h a t o i l and gas w i l l migrate, even w i t h current 
allowable d i f f e r e n t i a l , from West L i n d r i t h t o Gavilan, and any 
proposed increase i n the Gavilan-Mancos O i l Pool allowable could 
s u b s t a n t i a l l y impair the c o r r e l a t i v e r i g h t s of operators w i t h i n 
the West L i n d r i t h Gallup-Dakota O i l Pool boundary area. 
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(14) The evidence presented i n d i c a t e d t h a t there are no 
w e l l s c u r r e n t l y producing i n the West L i n d r i t h Gallup-Dakota O i l 
Pool boundary area t h a t are capable of producing a 160 acre top 
gas allowable. 

(15) Neither the West L i n d r i t h Gallup-Dakota O i l Pool nor 
the Gavilan-Mancos O i l Pool i s producing at or near i t s top 
allowable, and an average w e l l i n n e i t h e r pool can produce i t s 
top allowable. 

(16) The average w e l l i n Gavilan-Mancos O i l Pool has a 
higher p r o d u c t i v i t y than an average w e l l i n West L i n d r i t h Gallup-
Dakota O i l Pool. 

(17) Because there i s at l e a s t one w e l l i n the proposed 
Gavilan-Mancos O i l Pool b u f f e r zone area t h a t i s capable of 
producing i n excess of the cu r r e n t top allowable r a t e f o r t h a t 
pool, any increase i n top allowable i n the boundary area can 
reasonably be expected t o r e s u l t i n a v i o l a t i o n of c o r r e l a t i v e 
r i g h t s w i t h i n the Gavilan-Mancos O i l Pool. 

(18) Mesa Grande Ltd. proposed a b u f f e r allowable based 
upon equal increment volume adjustments across the proposed 
b u f f e r zone. The evidence presented i n d i c a t e d t h a t the only w e l l 
t h a t would b e n e f i t from t h i s increased allowable would be the 
Mesa Grande Brown # 1 w e l l located i n Section 17, T25N, B2W. 
This would cause a v i o l a t i o n of c o r r e l a t i v e r i g h t s w i t h i n the 
Gavilan-Mancos O i l Pool, and i t c o n s t i t u t e s a c o l l a t e r a l attack 
on the r e s t r i c t e d allowable w i t h i n Gavilan-Mancos O i l Pool, which 
Mesa Grande has c o n s i s t e n t l y opposed. 

(19) Sun Exploration and Production Company opposed the 
cr e a t i o n of a b u f f e r gas allowable, but proposed as an 
a l t e r n a t i v e a b u f f e r gas allowable base upon an equal percentage 
adjustment across the proposed b u f f e r zone. This a l t e r n a t i v e 
placed a greater burden on wells w i t h i n the West L i n d r i t h Gallup-
Dakota O i l Pool, and could f u r t h e r impair the c o r r e l a t i v e r i g h t s 
of operators w i t h i n t h a t pool. 

(20) During the time t h a t the Northeast O j i t o Gallup-Dakota 
O i l Pool shared a common boundary w i t h the O j i t o Gallup-Dakota 
O i l Pool, the Commission adopted a r e s t r i c t e d allowable and w e l l 
l o c a t i o n r e s t r i c t i o n s f o r wells w i t h i n the Northeast O j i t o 
Gallup-Dakota O i l Pool, but t h i s was w i t h the voluntary agreement 
of the only operator who had wells on the southern boundary of 
the Northeast O j i t o Gallup-Dakota O i l Pool. 

(21) The current d i f f e r e n t i a l between the top gas 
allowables f o r the Gavilan-Mancos O i l Pool and the West L i n d r i t h 
Gallup-Dakota O i l Pool has does not have an actual impact on the 
c o r r e l a t i v e r i g h t s of operators w i t h i n the Gavilan-Mancos O i l 
Pool, because of the pressure d i f f e r e n t i a l between the pools and 
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because t h e r e are no w e l l s w i t h i n t h e West L i n d r i t h Gallup-Dakota 
O i l Pool t h a t a re capable o f p r o d u c i n g a t these t o p a l l o w a b l e 
r a t e s . 

(22) Because t h e r e i s very l i t t l e d a t a due t o t h e l i m i t e d 
development i n t h e boundary area o f t h e West L i n d r i t h G a l l u p -
Dakota O i l Pool, t h e a d o p t i o n o f a " b u f f e r gas a l l o w a b l e " f o r t h e 
boundary areas o f each o f these pools i s n o t supported by t h e 
evidence. 

(23) The e s t a b l i s h m e n t o f d i f f e r e n t a l l o w a b l e s f o r w e l l s 
p r o d u c i n g w i t h i n t h e same p o o l causes a s u b s t a n t i a l t h r e a t t o t h e 
c o r r e l a t i v e r i g h t s o f t h e owners w i t h i n t h a t p o o l , and t h e r e f o r e 
such a l l o w a b l e d i f f e r e n t i a l s s hould be avoided unless t h e r e i s 
most c o m p e l l i n g evidence o f a need f o r such. 

(24) The s p e c i a l p o o l r u l e s f o r West L i n d r i t h Gallup-Dakota 
O i l Pool r e q u i r e t h a t w e l l s be d r i l l e d no c l o s e r t h a n 330 f e e t t o 
t h e o u t e r boundary o f t h e p r o r a t i o n u n i t o r t o any governmental 
q u a r t e r - q u a r t e r . The s p e c i a l p o o l r u l e s f o r t h e Gavilan-Mancos 
O i l Pool and f o r t h e No r t h e a s t O j i t o Gallup-Dakota O i l Pool 
r e q u i r e a setback o f 790 f e e t . There was some t e s t i m o n y t h a t 
t h i s setback d i f f e r e n t i a l c o u l d i m p a i r t h e c o r r e l a t i v e r i g h t s o f 
owners w i t h i n t h e Gavilan-Mancos O i l Pool and No r t h e a s t O j i t o 
Gallup-Dakota O i l Pool. 

(25) There was a d d i t i o n a l t e s t i m o n y t h a t r e q u i r i n g w e l l s i n 
t h e West L i n d r i t h Gallup-Dakota O i l Pool boundary area t o be 
setback 790 f e e t from t h e common boundaries w i t h t h e G a v i l a n -
Mancos O i l Pool and No r t h e a s t O j i t o Gallup-Dakota O i l Pool c o u l d 
r e s u l t i n waste because o i l o u t s i d e t h e d r a i n a g e r a d i u s ' s o f t h e 
w e l l s would remain i n t h e ground. E x i s t i n g w e l l s d r i l l e d a t 
l o c a t i o n s s e l e c t e d by t h e r e s p e c t i v e o p e r a t o r s w i t h i n t h e 
Gavilan-Mancos O i l Pool and N o r t h e a s t O j i t o Gallup-Dakota O i l 
Pool are a t setbacks o f 790 f e e t o r g r e a t e r and t h e r e may i n f a c t 
be waste i f w e l l s w i t h i n t h e West L i n d r i t h Gallup-Dakota O i l Pool 
are r e q u i r e d t o be d r i l l e d a t an increased setback. 

(26) Because t h e p r e v e n t i o n o f waste i s t h e p r i m a r y charge 
o f t h e Commission, and because t h e r e has been no c l e a r showing 
t h a t any owner's c o r r e l a t i v e r i g h t s w i l l be s i g n i f i c a n t l y 
i m p a i r e d under t h e e x i s t i n g r u l e s , no change i n t h e setback 
requirements i s necessary a t t h i s t i m e . 

(27) The a p p l i c a t i o n s i n Cases 9226 and 9227 should be 
denied. 

IT IS THEREFORE ORDERED THATL 

(1) The a p p l i c a t i o n i n case 9226 i s hereby denied. 
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(2) Tiie a p p l i c a t i o n i n Case 9227 i s hereby denied, 

(3) J u r i s d i c t i o n of t h i s cause i s retained f o r the entry of 
such f u r t h e r 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 CONSERVATION DIVISION 



Docket No. 31-87 October 15, 1987 

STATEMENT ON BEHALF OF MALLON OIL COMPANY 

May i t please the Commission, my name i s Frank Douglass w i t h 

the Austin-Houston law f i r m of Scott, Douglass & Luton. I appear 

on behalf of Mallon O i l Company. Mallon operates seven wells i n 

the Gavilan-Mancos O i l Pool. As you are aware, there has been a 

series of hearings i n v o l v i n g production rates and conso l i d a t i o n 

issues f o r the Gavilan-Mancos Pool and the West Puerto Chiquito 

Mancos Pool, w i t h another hearing scheduled f o r May of 1988 i n 

t h i s regard. 

Mallon has no ob j e c t i o n t o the proposal by Mesa Grande w i t h 

reference t o a b u f f e r zone between the West Lindreth and the 

Gavilan. However, by not ob j e c t i n g t o these proceedings, Mallon 

i n no way waives i t s r i g h t s t o request t h a t any fu t u r e hearing 

i n v o l v i n g the con s o l i d a t i o n and production rates of the Gavilan-

Mancos Pool w i t h the West Puerto Chiquito Pool also consider the 

West Lindreth Pool and the corresponding producing rates. As 

Mesa Grande w i l l show, the gas l i m i t s i n the West Lindreth are 

s u b s t a n t i a l l y greater than the current Gavilan gas l i m i t s . 

Mallon has been p a r t i c i p a t i n g i n the production t e s t s and pres­

sure surveys being conducted i n the Gavilan and the West Puerto 

Chiquito. However, the reason f o r agreeing t o and the need f o r 

r e s t r i c t e d production rates f o r the Gavilan i n s o f a r as the t e s t 

periods are concerned w i l l end i n January 1988. There i s 

s u b s t a n t i a l l y more evidence f o r consideration of co n s o l i d a t i o n 

between the West Li n d r e t h and the Gavilan than there i s between 

Gavilan and West Puerto Chiquito. As i t w i l l stand now, Gavilan 



would have i t s gas production severely c u r t a i l e d versus the West 

Lind r e t h area and versus the statewide allowables. We want the 

Commission to be aware of t h i s i n e q u i t a b l e c o n d i t i o n . Mallon 

wishes to reserve the r i g h t t o (1) request an advancement of the 

May, 1988 hearing, (2) the immediate reinstatement of statewide 

allowables i n Gavilan pending a decision i n t h a t advanced hear­

i n g , and (3) whether the advanced hearing should consider the 

i n c l u s i o n of the West Li n d r e t h and other areas, i f Gavilan i s 

going t o be consolidated w i t h West Puerto Chiquito or i f 

r e s t r i c t e d allowables are imposed i n Gavilan f o r any reason. 

Let me add, I have always had great respect f o r the New 

Mexico conservation laws and t h i s Commission. Texas has had the 

pleasure of copying several of your statutes and regulations i n 

t h e i r e f f o r t to update i t s conservation actions. Guy B u e l l of 

our Austin o f f i c e has had the pleasure of p r a c t i c i n g before t h i s 

Commission f o r many years, and he sends h i s regards. Thank you. 
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